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ABSTRACT 
 
 

The underlying concept of sustainable development is the fundamental 
recognition that its goals, vis-à-vis the ends of justice, cannot be achieved when 
people are faced with debilitating illnesses and ecological unsustainability. Health 
is a key indicator of an inclusive, rights-based, and socially equitable development 
target. Investments in health, particularly in preventive mechanisms, not only 
enhance a country’s economic output through their effects on educational 
achievement and labor productivity, but also promote the twin beacons of 
justice—liberty and prosperity. 
 
This paper revolves around the principle of fortifying our healthcare system, a 
core vision of the Philippine Development Plan, through a transformative tax 
reform program. Taxation laws are in place, but their greatest impact can only be 
felt on concrete results—results which substantiate liberty and nurture prosperity 
among our people. This paper aims to examine how the various approaches on 
tax reforms may be effectively implemented in order to address our almost 
pathetic healthcare situation. Our country’s vision on healthcare as enshrined in 
the Philippine Development Plan will be identified and the legal paradigms by 
which power of taxation may come into play will be discussed. It is also the 
purpose of this paper to reposition the role of the State in healthcare delivery 
through an efficient implementation of tax laws. To this end, the Philippine 
Development Plan will be viewed from the perspective of the current economic 
realities and will be synchronized with taxation laws in order to achieve the 
ultimate vision—the attainment of social justice. 
 

 

 

 

 

 

 

 

 

 

 

 

 



 
 

OUTLINE 
 

 

Through transformative reformation of laws, the crossroad to the ultimate 
vision—the attainment of the true meaning of social justice—is not far-fetched. 
This paper seeks to restructure the enforcement of liberty and prosperity 
through tax reform. Part I will emphasize the starting points of having a fortified 
healthcare system: first, the “right to health” enshrined in our Constitution; and 
second, the Philippine Development Plan vision of accelerating human capital 
development. These two starting points are clearly intertwined to the attainment 
of the true meaning of social justice which is the spirit upheld by this paper. In 
light of the current health crisis brought by the Coronavirus disease, doctrinal 
and structural challenges that will be faced by the State in healthcare delivery 
will be discussed thoroughly. The course of taxation through the years will also 
be considered in order to identify the circumstances under which tax reforms 
may come into play. Part II will discuss the glaring need to utilize taxation laws, 
not only as an important tool for economic growth, but also for promotion of 
general welfare. To obtain better synchronization of the tax reform with the 
Philippine Development Plan vision, the same will be done in light of the 
current economic realities prevalent during the pandemic. Various approaches 
on tax reforms will be discussed in order to address the healthcare situation of 
our country. The focal point of these approaches will be the priority on 
equitable access to medical services over the various regions of our country. 
Part III will seek to define the role of tax reforms as instrument of social justice 
by bridging the wisdom of taxation laws with the starting points 
aforementioned. 
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“In recent years, the power to tax has indeed 

become a most effective tool to realize social 

justice, public welfare, and the equitable 
distribution of wealth.”   

– Chief Justice Artemio Panganiban1 

 

 

 

PART I 

INTRODUCTION 

 

 

A. THE VISION OF PHILIPPINE DEVELOPMENT PLAN: 
ACCELERATING HUMAN CAPITAL DEVELOPMENT  
 

The best way to conquer poverty, to create wealth and to share prosperity 
is to unleash the entrepreneurial genius of people by granting them the freedom 
and the tools to help themselves and society.2 Differing starts and focuses are 
inherent in the diverse growth of nations but eventually and inevitably, all the 
peoples of the world need and deserve liberty and prosperity in equal measure.3 
 

The Promotion of Right to Health  
=========================== 

 
The Philippines accedes to the International Covenant on Civil and 

Political Rights4 and the International Covenant of Economic, Social and 

Cultural Rights5 which respectively embraces liberty and prosperity as 

fundamental ideals. Chief Justice Artemio Panganiban champions the rights to

 
1 Commissioner of Internal Revenue v. Central Luzon Drug Corp., G.R. No. 159647, [April 15, 2005], 496 PHIL 307-
341 citing National Power Corp. v. City of Cabanatuan, 449 Phil. 233, 248, April 9, 2003. 
2 ARTEMIO V. PANGANIBAN, Equilibrium with Momentum, Launching of the Book, “Momentum: Economic 
Reforms for Sustainable Growth,” at the Fairmont Hotel, Makati, available at 
https://cjpanganiban.com/2019/10/23/equilibrium-with-momentum/. 
3 ARTEMIO V. PANGANIBAN, Icons of Entrepreneurship and Nation Building, General Membership Meeting of the 
Junior Chamber International Manila, at the Tower Club, Philamlife Center, Makati City, available at 
https://cjpanganiban.com/2016/04/19/icons-of-entrepreneurship-and-nation-building/. 
4 UN GENERAL ASSEMBLY, International Covenant on Civil and Political Rights, 16 December 1966, United 
Nations, Treaty Series, vol. 999, p. 171. 
5 UN GENERAL ASSEMBLY, International Covenant on Economic, Social and Cultural Rights, 16 December 
1966, United Nations, Treaty Series, vol. 993, p. 3. 

https://cjpanganiban.com/2019/10/23/equilibrium-with-momentum/
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liberty and prosperity as the twin beacons of justice.6 In his words, “liberty must 

include the freedoms that prosperity allows, and in the same manner, prosperity 

must include liberty, especially the liberty to strive for the ‘good life’ according 

to a person’s conception.” Human rights are intrinsically connected and must be 

advanced all together in order to facilitate the fulfilment of the dignity and well-

being of the people. In turn, a healthy and dignified individual has a high sense 

of self-worth which is essential to a quality life.  

 

The Rio Declaration on Environment and Development exemplifies the 

principle that human beings are at the center of concerns for sustainable 

development and are entitled to a healthy and productive life in harmony with 

nature.7 This signifies that the enjoyment of the highest standards of health is 

one of the fundamental rights of every human being. The full enjoyment of the 

right to health is critical for the enjoyment of other human rights from which the 

two fundamental ideals are rooted. Health can be viewed, not only as an end in 

itself, but also as an integral part to the achievement of human well-being which 

encompasses physical, mental, social, educational, and cultural dimensions.  

 

The Declaration of Principles and State Policies commits the State to 
protect and promote the right to health8  and the right to a balanced and healthful 
ecology.9 Article XIII of the Constitution, on Social Justice and Human Rights, 
also specifically provides for the States' duty to provide for the health of the 
people, viz.: 
 

HEALTH 

Section 11.   The State shall adopt an integrated and 
comprehensive approach to health development which shall 
endeavor to make essential goods, health and other social services 
available to all the people at affordable cost. There shall be 
priority for the needs of the underprivileged, sick, elderly, 

 
6 ARTEMIO V. PANGANIBAN, Visionary Leadership By Example, 9th National Ayala Young Leaders Congress, 
the San Miguel Corporation Management Training Center, Alfonso, Cavite, February 7, 2007, available at 
https://cjpanganiban.com/2007/02/07/visionary-leadership-by-example-2/. 
7 UN GENERAL ASSEMBLY, Principle 1 of Rio Declaration on Environment and Development, 3-14 June 
1992, Rio de Janeiro. 
8 CONST., art. II, §12.  
9 Id. at art. II, §14. 
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disabled, women, and children. The State shall endeavor to 
provide free medical care to paupers.10 

 

The expression of "an integrated and comprehensive approach to health 
development" under  Section 11, Article XIII of the 1987 Constitution sums up 
two principles premised on the understanding that the high level of health of the 
people and of the country can be attained only through a combination of social, 
economic, political and cultural conditions.11 Integration connotes a unified 
health delivery system, a combination of private and public sectors, and a blend 
of western medicine and traditional health care modalities.12 Comprehensiveness 
includes health promotion, disease prevention, education, and planning. And all 
of these are a recognition of the people's right to health.13 
 

As seen through the Limburg Principles14  and the Maastricht 
Guidelines,15 States have a tripartite duty to respect fundamental rights—the duty 
to respect, to protect from private intrusions, and the duty to fulfill.  The case of 
Badillo v. Tayag,19 a decision penned by Chief Justice Panganiban, emphasized that 
the State has an obligation to promote social justice, to provide adequate social 
services, to promote a rising standard of living, to afford protection to labor, to 
formulate and implement urban and agrarian reform programs, and to adopt 
other measures intended to ensure the dignity, welfare and security of its 
citizens.16 
 
 
The Vision of the Philippine Development Plan 
====================================== 
 

The Philippine Development Plan 2017-2022, the first medium-term 
plan to be anchored on the 0-10 point Socioeconomic Agenda, is geared towards 
the AmBisyon Natin 2040 which articulates the Filipino people’s collective vision 
of a MATATAG, MAGINHAWA, AT PANATAG NA BUHAY PARA SA 

 
10 Id. at art. XII, §11. 
11 Spouses Imbong v. Ochoa, Jr., G.R. Nos. 204819, 204934, 204957, 204988, 205003, 205043, 205138, 205478, 
205491, 205720, 206355, 207111, 207172 & 207563, [April 8, 2014], 732 PHIL 1-99. 
12 Id. 
13 Id. 
14 UN Commission on Human Rights, Note verbale dated 5 December 1986 from the Permanent Mission of 
the Netherlands to the United Nations Office at Geneva addressed to the Centre for Human Rights, 8 January 
1987, E/CN.4/1987/17. 
15 Maastricht Guidelines, ¶6. 
16 Spouses Badillo v. Tayag, G.R. Nos. 143976 & 145846, [April 3, 2003], 448 PHIL 606-624. 
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 LAHAT.17 The Filipinos’ vision for the Philippines in 2040 is a prosperous, 
predominantly middle class society where people live long and healthy lives.18 
The PDP recognizes that better human development outcomes will be attained 
by reducing inequalities in the Filipinos’ ability to stay healthy, be well-nourished, 
and continue learning throughout their lives.19 Inclusive strategies and other 
interventions will be directed at ensuring that all Filipinos, especially the poor 
and underserved, will have long, healthy, and productive lives; lifelong learning 
opportunities; and improved income-earning ability.20  
 

Following the idea that human development is the process of expanding 
people’s choices, or enabling them to “unfold their capabilities”21––so that they 
live full lives as human beings––people’s aspirations are the starting point of any 
national vision for development. All government policies, strategies, plans, and 
programs must be anchored on the collective vision and ideal of the people to 
whom sovereignty resides and from whom all governmental authority 
emanates.22 
 

Staying healthy and well-nourished is a strong pillar to attainment of 
better human development outcomes which encompass people’s development 
of their full potential. When people lack access to good healthcare, the ability to 
contribute to national growth diminishes. Government must invest as heavily in 
healthcare as in infrastructure as both are essential to economic growth. Health 
care systems need to work toward a future in which the collective focus shifts 
away from treatment to prevention and early cost-effective intervention. 
Taxation laws must be geared towards inclusive strategies and interventions that 
are directed to ensure Filipinos, especially the poor and underserved, the 
continued learning and productivity in life. This is in consonance with the declare 
policy of the State to protect and promote the right to health of the people and 
instill health consciousness among them.23 
 

 

 
17 PHILIPPINE DEVELOPMENT PLAN 2017-2022 (2017) [hereinafter “PDP”], 1. 
18 Id. 
19 PDP, supra note 17, 117. 
20 Id. 
21 PDP, supra note 17, 6 citing Sen, Amartya. Development as Freedom. New York: Alfred A. Knopf, 1999, pp. 
xvi, 366. 
22 CONST., art. II, §1. 
23 Id. at art. II, §15. 
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B. LEGAL CHALLENGES OF THE CURRENT TAX FRAMEWORK VIS-

À-VIS THE CURRENT HEALTH CRISIS 

 

The Course of the Lifeblood of the Government 
======================================= 
 

Long before the lifeblood theory of taxation was laid down by the 
Supreme Court, taxation has undoubtedly been central to the existence and 
functioning of a nation. The 1987 Philippine Constitution provides that the rule 
of taxation shall be uniform and equitable and the Congress shall evolve a 
progressive system of taxation.24 In an era of globalization, the power of taxation, 
nevertheless, has charted its own course amidst the sea of changes. Today, the 
attack for the realization of the above cited constitutional provision has not 
simply focused on the adoption of a uniform and equitable taxation but has 
extended to addressing  the increasing challenges of globalization—red tape, 
corruption, inefficiency of tax enforcement and collection, international 
competition, slow economic growth, lagging infrastructure, and most 
importantly, its capability to address the healthcare situation. 
 

As the country turns a new leaf in its history with the transition of 
government leadership, more decisive steps of concretizing the tax reform 
programs of the government are being witnessed. To wit, the landmark 
legislation is passed, Sin Tax Reform Law25, which simplified excise tax system 
on alcohol and tobacco products and fundamentally addressed public health 
issues relating to alcohol and tobacco consumption. Furthermore, compared to 
other member countries of the Association of Southeast Asian Nations, we are 
the only country that gives value-added tax (VAT) exemptions to senior citizen 
through the passing of the Expanded Senior Citizens Act.26 Expansion of 
Benefits and Privileges of Persons with Disability (PWD) 27 was also signed into 
law granting PWD additional benefits such as exemption from VAT on the 
purchase of particular goods and services on top of the 20% discount previously 
enjoyed under the Magna Carta as revised by Republic Act No. 9442. 
 

 

 
24 CONST., art. VI, §28. 
25 Rep. Act No. 10351. 
26 Rep. Act No. 9994. 
27 Rep. Act No. 10754. 
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There are also a handful of changes in tax matters that generated a buzz 
for the taxpayers. Noteworthy among them are the inclusion of an additional 
P10,000 received by an employee from collective bargaining agreement and 
productivity incentive schemes in de minimis benefits,28 mandatory submission of 
soft copies of Bureau of Internal Revenue (BIR) Form Nos. 2307 and 2316 by 
large taxpayers,29 and simplification of renewal requirements of tax exemption 
status for nonstock, nonprofit educational institutions.30 Interestingly, with the 
help of technology, there has been a great leap over the decade on the efficiency 
of tax enforcement and collection, specifically through the implementation of 
Electronic BIR filing which eliminated manual filing and payment. The 
electronic filing and the digital platform also enabled the BIR to conduct more 
frequent investigation, up to three times in the same year: first, under a Normal 
Tax Audit; second, under a VAT Audit; and third, under a Letter Notice Audit.31 
 

As Philippines also thrive for the much-needed backbone to adopt at 
the global level, tax has all the more become increasingly debated in moral rather 
than in legal terms. Spotlight has been put on the issue of Base Erosion and 
Profit Shifting schemes which are tax planning strategies that exploit the 
weaknesses of the architecture of the international tax system to artificially shift 
profits to places where there is little or no real economic activity, but where the 
taxes are lower or nil, resulting in little or no overall corporate tax being paid. 
Also, attention is given on “buttlegging” which is the illicit trade in tobacco 
products, practiced in ways that avoid tax and duties, such as smuggling, or 
counterfeiting, which for good measure also endangers public health.32 
 

On a positive note, BIR has come up with a strategic plan that will serve 
as the BIR’s roadmap for the next five years (2016 to 2020) and aims to achieve 
high-level strategic objectives. Moreover, the creation of Department of 
Information and Communications Technology and the more focused regulation 
that comes from it have driven direction for expansion of information 
technology-business process outsourcing industry who enjoys tax incentives 
granted by the Philippine Economic Zone Authority. 

 

 
28 Bureau of Internal Revenue Ruling No. 293-2015 (August 2015) in re: Rev. Reg. No. 1-2015. 
29 Rev. Reg. No. 1-2015 in re: Rev. Reg.  1-2014. 
30 BUREAU OF INTERNAL REVENUE, Revenue Memorandum Order No. 44-2016. 
31 BUREAU OF INTERNAL REVENUE, Revenue Memorandum Order No. 19-2015. 
32 FLOREDEE ODULIO, Buttlegging, 11 Aug 2016 available at https://www.pwc.com/ph/en/taxwise-or-
otherwise/2016/buttlegging.html. 

https://www.pwc.com/ph/en/taxwise-or-otherwise/2016/buttlegging.html
https://www.pwc.com/ph/en/taxwise-or-otherwise/2016/buttlegging.html
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Recently, the Tax Reform for Acceleration and Inclusion (TRAIN)33 
which restructures the personal income tax paved its way. This is a major 
revamp in our tax system since our National Internal Revenue Code (NIRC) has 
been in existence for almost two decades and no major proposals in the outdated 
income tax brackets have been formally passed since then. The reform, which 
is included in President Duterte’s 10-point socioeconomic agenda, addresses a 
sense of urgency of taking into account inflation in the tax brackets and 
reflecting modern economic realities. Under the law, those who earn less than 
P250,000 year will no longer pay income tax beginning 2018. Those who earn 
more than P250,000 will also pay less income tax. To make up for possible 
reduced revenue collection, the TRAIN included adjustments in the excise tax 
rates for petroleum products and automobile. The course of taxation has already 
opened doors to the concept of inflation-based adjustments with the passage of 
TRAIN. 
 
 
The Challenges of the Power of Taxation Amidst Health Crisis 
================================================== 

 

In light of the Coronavirus disease (COVID-19) crisis, there is a glaring 
need to utilize taxation laws, not only as an important tool for economic growth, 
but also for promotion of general welfare. In addition to the life-death cycle basic 
to nature, there is almost an unnatural living death: life which is denied its 
fullness.34 Chief Justice Panganiban leaves the desideratum that the twin beacons 
of liberty and prosperity must always come together for one is useless without 
the other.35 The fulfillment of humankind as human beings lies in the fulfillment 
of their right to have a healthy and prosperous life. People are fulfilled to the 
extent that their human capabilities allow them to freely pursue ambitions that 
give them value. If Filipinos are insecure and permanently threatened on their 
health, the right to live becomes illusory. The lack of liberty and prosperity on 
account of denial to right of health becomes an effective means of 
dehumanization. Providing people with access to affordable, comprehensive, 
and high-quality services is essential to achieve better health outcomes. 

 
 

 
33 Rep. Act No. 10963, Tax Reform for Acceleration and Inclusion [hereinafter “TRAIN”]. 
34 PAULO FREIRE, Pedagocy of the Oppressed (1993), 168. 
35 PANGANIBAN, supra note 6. 
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Currently, a culminating legislation, the Corporate Income Tax and 
Incentives Reform Act (CITIRA),36 the second package of the Comprehensive 
Tax Reform Program, is seeking to provide for the centralization of the oversight 
of the granting of the incentives through the Fiscal Incentives and Review Board 
(FIRB). Under the proposed CITIRA, all investment promotion agencies (IPAs) 
maintain their functions and powers to grant incentives except as modified by 
the law.37 However, they shall grant incentives only to the extent of approved 
registered projects or activities under the (SIPP).38 Aside from being granted the 
oversight powers over IPAs, the FIRB is also empowered to formulate incentive 
policies, suspend the grant of incentives, and even grant tax subsidies to 
government-owned and -controlled corporation and government 
instrumentalities.39 The FIRB’s recommendation to the President, however, shall 
be limited to activities which have a comprehensive sustainable development 
plan with clear inclusive business approaches and innovations, a minimum 
investment of $200 million, or a minimum direct employment of at least 1,500 
within three years from commercial operations.40 
 

To qualify for incentives, the proposed bill clearly requires that the 
enterprise must be engaged in an activity under the SIPP. It can be noted as well 
that the FIRB recommendation requires a minimum investment or minimum 
direct employment which will be challenging to comply with for. Much of the 
priority industries under the SIPP41 are focused on agribusiness, shipbuilding, 
construction, infrastructure, transport, logistics, supplier parts development, and 
energy efficiency activities with relatively minimal priority given on healthcare, 
other than social services. Hence, SIPP must be formulated to include activities 
that comply with the Philippine Development Plan on healthcare. Alternatively, 
taxation laws may provide an avenue for incentives to companies intending to 
initiate healthcare service delivery that will not make it to FIRB’s criteria for 
recommendation to the President. 

 

 

 
36 H.B. 4157: CITIRA, 18th Congress (September 16, 2019). 
37 Id. 
38 Id. 
39 Id. 
40 Id. 
41 RAFAELITA ALDABA, Strategic Investment Priorities Plan, PICC, 22 November 2018, available at 
http://industry.gov.ph/wp-content/uploads/2018/11/Strategic-Investment-Priorities-Plan-SIPP-
Supporting-the-Growth-and-Development-of-Industries.pdf. 

http://industry.gov.ph/wp-content/uploads/2018/11/Strategic-Investment-Priorities-Plan-SIPP-Supporting-the-Growth-and-Development-of-Industries.pdf
http://industry.gov.ph/wp-content/uploads/2018/11/Strategic-Investment-Priorities-Plan-SIPP-Supporting-the-Growth-and-Development-of-Industries.pdf
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Priority on establishment of equitable and distributed access to medical 
services over the various regions of our country must be given over the 
concentration of healthcare facilities in one area. Universal health coverage 
should include a continuum of care from prevention to treatment and this must 
be made accessible to the people through the instrumentality of taxation laws. 
 

Justice Oliver Wendell Holmes Jr. maintained that the “Blackletter man 
may be the man of the present, but the man of the future is the man of statistics 
and the master of economics.”42 The safeguard and nurture of liberty and 
prosperity requires the rule of law to realize lessons of the past, but more 
importantly, to live within the realities of the present.43 Just in terms of physical 
infrastructure, the Philippine health sector has 1,224 hospitals, 2,587 city/rural 
health centers and 20,216 village health stations.44 Almost two thirds of hospital 
beds are in the island of Luzon, which includes the National Capital Region 
(NCR).45 There are 23 hospital beds for 10 000 people in the NCR while the rest 
of Luzon, Visayas and Mindanao have only 8.2, 7.8 and 8.3 beds, respectively.46 

 

Inequity in health status and access to services are governance-associated 
challenges that serve as an impetus for the recent health reform efforts in the 
country.47 The present health architecture must evolve in order to better respond 
to country’s needs and priorities and to play a fully effective role in achieving 
health for all. Aging, combined with unsustainable patterns of consumption and 
lifestyle, is leading to a massive increase in the burden of NCDs, including heart 
and chronic respiratory disease, strokes and diabetes.48 Philippines also needs to 
develop capacities innovatively to deliver health and wellness, not only for each 
of the life stages, but also for every person throughout life. 

 

 
42 OLIVER WENDELL HOLMES, Jr., The Path of the Law, 10 HARV. L. REV. 457, 469 (1897). 
43 ARTEMIO V. PANGANIBAN, Safeguard Liberty, Conquer Poverty, Share Prosperity (Part Three — for theBusiness 
Community), 4th Integrity Summit with the Makati Business Club and the European Chamber of Commerce 
and Industry, at Dusit Thani Hotel, Makati City, available at 
https://cjpanganiban.com/2014/09/19/safeguard-liberty-conquer-poverty-share-prosperity-part-three-
forthe-businesscommunity/. 
44 WORLD HEALTH ORGANIZATION, Health Systems in Transition Vol. 8 No. 2 2018: The Philippines Health 
System Review (2018), xxii, available at 
https://apps.who.int/iris/bitstream/handle/10665/274579/9789290226734-
eng.pdf?sequence=1&isAllowed=y. 
45 Id. 
46 Id. 
47 WORLD HEALTH ORGANIZATION, supra note 44, 35. 
48 Technical Support Team, Health and Sustainable Development, 4 Jun 2013, available at 
https://sustainabledevelopment.un.org/content/documents/18300406tstissueshealth.pdf. 

https://cjpanganiban.com/2014/09/19/safeguard-liberty-conquer-poverty-share-prosperity-part-three-forthe-businesscommunity/
https://cjpanganiban.com/2014/09/19/safeguard-liberty-conquer-poverty-share-prosperity-part-three-forthe-businesscommunity/
https://apps.who.int/iris/bitstream/handle/10665/274579/9789290226734-eng.pdf?sequence=1&isAllowed=y
https://apps.who.int/iris/bitstream/handle/10665/274579/9789290226734-eng.pdf?sequence=1&isAllowed=y
https://sustainabledevelopment.un.org/content/documents/18300406tstissueshealth.pdf
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Furthermore, the COVID-19 outbreak is expected to affect the national 
health systems, the national economy, and arguably, the ability of workers to 
participate in the labor market.49 Aside from direct effects of excess morbidity 
on the labor force participation of infected individuals, household and 
community interventions (e.g. self-isolation and community quarantines) may 
induce greater exit from the workforce.50 This has important implications on the 
following: a) household incomes and consumption, especially when social 
protection systems are limited, b) market production that affects the supply of 
goods and services available in the market, and c) government revenues and its 
ability to provide public services.51 

 

The challenge lies in that the Philippines has not experienced an epidemic 
of similar proportions in recent history that allows direct comparison of costs 
and benefits.52 While the country has experienced a number of disease outbreaks 
(e.g. measles, malaria, and dengue), in the recent past, these do not compare to 
the potential magnitude of spread and impact of COVID-19.53 The global spread 
of COVID-19 signifies increased research capacity, research and development 
for new drugs and devices, and prevention strategies. Wide range of support and 
protection to healthcare workers must be given and reliance on expansion of 
local manufacturing capacity must be scaled up.  

 

In the face of such challenges, taxation laws must be constantly attuned 
to the needs of the present so that they can respond timely and prudently to the 
people’s ever-expanding well-being. Indeed, there is a need for taxation to evolve 
into innovative tools of governance and show the result of its exercise in 
different facets, especially in the health sector. Just like an activated springboard, 
sufficient tax frameworks have been laid in the past thirty years and it is not 
unlikely that, from the perspective of a developing economy such as ours, there 
is so much room for expansion and promising opportunities of innovation and 
growth to follow. It is through this enlightenment that we become conscious of 
the limitations of various fiscal policies and the continuous need to open up new 
and greater prospects. 
 

 
49 ABRIGO, UY, HAW, ULEP, AND FRANCISCO-ABRIGO, Projected Disease Transmission, Health System Requirements, 
and Macroeconomic Impacts of the Coronavirus Disease 2019 (COVID-19) in the Philippines, April 2020, 14, available 
at https://serp-p.pids.gov.ph/publication_detail?id=6992. 
50 Id. at 16. 
51 Id. at 16. 
52 Id. at 19. 
53 Id. at 19. 

https://serp-p.pids.gov.ph/publication_detail?id=6992
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C. THE POWER OF TAXATION AS INSTRUMENT OF SOCIAL 

JUSTICE 
 

The recognition that social justice cannot be given life without the 
principles of liberty and prosperity. The Constitution’s drafters envisioned social 
justice as the centerpiece of modern constitutional tradition.54 It is the 
humanization of laws and the equalization of social and economic forces by the 
State so that justice in its rational and objectively secular conception may at least 
be approximated.55 It means the promotion of the welfare of all the people, the 
adoption by the Government of measures calculated to insure economic stability 
of all the competent elements of society, through the maintenance of a proper 
economic and social equilibrium in the interrelations of the members of the 
community.56 

 

The Constitution does not end by merely directing that priority be given 
to social justice. It further decrees that “the promotion of social justice shall 
include the commitment to create economic opportunities based on freedom of 
initiative and self-reliance.”57 Clearly, social justice is a matter of distributive 
justice and that inadequacy of promotion of the welfare of all the people 
constitutes social injustice. 

 

Jurisprudence is replete with cases citing how the power of taxation 
promotes the different facets of general welfare. In Commissioner of Internal Revenue 
(CIR) v. Central Luzon Drug Corp., a decision penned by Chief Justice Panganiban, 
the grant of tax credit was intended by the legislature to establish a program 
beneficial to senior citizens consonant to the constitutional policy of making 
health services available to all the people at affordable cost.58 It is in the tax credit 
that our legislators find support to realize social justice, and no administrative 
body can alter that fact.59 In CIR v. Seagate Technology (Philippines), another decision 
penned by Chief Justice Panganiban, our tax framework expressly recognizes 
special laws that grant preferential tax treatment to business establishments 
registered and operating within an ecozone, which by law is considered as a 
separate customs territory.60 The Court had the occasion to rule on the exercise 

 
54 MA. TERESA F. NIEVA, I RECORD CONST. COMM’N, 2 August 1986. 
55 Calalang v. Williams, G.R. No. 47800, [December 2, 1940], 70 PHIL 726-735. 
56 Id. 
57 CONST., art. XIII, §2. 
58 CIR v. Central Luzon Drug Corp., G.R. No. 159647, [April 15, 2005], 496 PHIL 307-341. 
59 Id. 
60 CIR v. Seagate Technology (Philippines), G.R. No. 153866, [February 11, 2005], 491 PHIL 317-351. 
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of power of taxation as implement of police power. In Lutz vs. Araneta, it was 
held that once it is conceded that the protection and promotion of an industry is 
a matter of public concern, the legislature may determine within reasonable 
bounds what is necessary for its protection and expedient for its promotion.61 
Hence, the legislative discretion must be allowed full play, subject only to the test 
of reasonableness; if objective and methods are alike constitutionally valid, no 
reason is seen why the state may not be levy taxes to raise funds for their 
prosecution and attainment.62 Thus, taxation may be made the implement of the 
state's police power.  

 

By corollary inspiration, if tax incentives are rationalized to spur 
economic growth, the same can be utilized to promote public healthcare that 
inures to the benefit of the general welfare. Taxation is no longer envisioned as 
a measure merely to raise revenue to support the existence of the government; 
taxes may be levied with a regulatory purpose to provide means for the 
rehabilitation and stabilization of a threatened industry which is affected with 
public interest as to be within the police power of the state.63  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
61 Lutz v. Araneta, G.R. No. L-7859, [December 22, 1955], 98 PHIL 148-154. 
62 Id. 
63 Caltex Philippines, Inc. v. Commission on Audit, G.R. No. 92585, [May 8, 1992], 284-A PHIL 233-269. 
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PART II  

DISCUSSION AND ANALYSIS: 

SYNCHRONIZATION OF TAXATION LAWS WITH 

THE PHILIPPINE DEVELOPMENT PLAN  

 
 

This paper aims to examine how the various approaches on tax reforms 

may be fully utilized in order to address the healthcare situation of our country. 

Our country’s visions on healthcare as enshrined in the Philippine Development 

Plan will be identified and the legal paradigms by which power of taxation may 

come into play will be addressed. It is the purpose of this paper to reposition the 

role of the State in healthcare delivery through an effective implementation of 

tax laws. To this end, the Philippine Development Plan will be viewed from the 

perspective of the current economic realities and will be synchronized with 

taxation laws in order to achieve the ultimate vision—the attainment of social 

justice.  

 
 

A. Equitable Access to Good Healthcare through Tax Incentives 
================================================== 
 

In our country, it was suggested in a study that greater health 
decentralization has negative impact on access to hospital inpatient services and 
access to sanitation.64 Such negative effect has remained over the years because 
most local government units (LGUs) do not have adequate health budget to 
maintain and upgrade devolved health facilities.65 As can be gleaned, there is a 
need for expansion of the current range of services being offered to the Filipinos, 
especially to indigenous peoples, persons with disabilities (PWDs), and those in 
disaster-prone areas, in terms of access to quality healthcare. Moreover, in light 
of the COVID-19 outbreak situation, there is a pressing demand on fortifying 
the health and wellness of the people through a steadfast nutrition and health 
service delivery. Hence, on a national scale, utilization of taxation laws in social 
policies, not only to raise revenue, but also to promote and encourage 
investments on health-related endeavors comes into play.  
 

 
64 JANET CUENCA, Fiscal Decentralization and Health Service Delivery: An Assessment, March 2020, available at 
https://serp-p.pids.gov.ph/publication_detail?id=6992. 
65 Id. 
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In our current tax regime, a 10% preferential tax rate is imposed on the 
income of (1) proprietary non-profit educational institutions and (2) proprietary 
non-profit hospitals.66 The only qualifications for hospitals are that they must be 
proprietary and non-profit. "Proprietary" means private, following the definition 
of a "proprietary educational institution" as "any private school maintained and 
administered by private individuals or groups" with a government permit while 
"non-profit" means no net income or asset accrues to or benefits any member 
or specific person, with all the net income or asset devoted to the institution's 
purposes and all its activities conducted not for profit.67 
 

Our current tax laws also provide tax exemption, an effective social 
subsidy granted by the State, to nonstock corporation or association organized 
and operated exclusively for religious, charitable, scientific, athletic, or cultural 
purposes. Charity is essentially a gift to an indefinite number of persons which 
lessens the burden of government.68 By providing for free goods and services to 
the public, the government, as a matter of efficiency, forgoes taxes because of 
certain private entities’ assumption of a part of the burden to improve social 
welfare. To be exempt from real property taxes, a charitable institution must use 
the property "actually, directly and exclusively" for charitable purposes69. To be 
exempt from income taxes, a charitable institution must be "organized and 
operated exclusively" for charitable purposes.70 Likewise, to be exempt from 
income taxes, the institution must be "operated exclusively" for social welfare.71 

 

To further magnify investments on business and enterprises focused on 
health endeavors, provision on tax incentives is highly encouraged. 
Establishment of manufacturing companies involved in production of health 
care facilities, personal protective equipment (PPE) used by healthcare 
personnel, organic medicine, purchase respirators, alternatives to patient care, 
medical supplies, diagnostic laboratory needs, gloves, medical masks, face 
shields, gowns, and other life-saving medical equipment must be incentivized to 
induce investors who are inclined to risk capital on enterprises that have high 
return on investment. Manufacturer of products geared towards protection from 
potentially infectious materials, toxic medications, and other potentially 
dangerous substances used in healthcare delivery must not be heavily burdened 

 
66 NATIONAL INTERNAL REVENUE CODE, as amended by TRAIN, §27(B). 
67 CIR v. St. Luke's Medical Center, Inc., G.R. No. 195909, 195960, [September 26, 2012], 695 PHIL 867-895. 
68 Id. 
69 CONST., art. VI, §28(3). 
70 NATIONAL INTERNAL REVENUE CODE, as amended by TRAIN, §30(E). 
71 NATIONAL INTERNAL REVENUE CODE, as amended by TRAIN, §30(G). 
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with taxes. PPE shortages posed a tremendous challenge, globally and nationally, 
during the COVID-19 pandemic. 

 

As of April 30, 2020, COVID-19 cases coming from 210 countries and 
territories around the world reached 3,217,827.72  Philippines’ COVID-19 cases 
surpass 8,000 and brought the death toll to 558.73 Starting as a health crisis, the 
COVID-19 pandemic now poses serious threats to the global economy, trade, 
and finance, with the estimated economic impacts to range between $2 trillion 
and $4.1 trillion globally.74 The most significant challenge is to ensure that critical 
PPE products are sourced and allocated to frontline health workers and other 
responders in affected countries, especially those most vulnerable to the spread 
of the coronavirus. Popular news outlets report unconventional solutions for 
PPE at local hospitals, such as plastic garbage bags for gowns and plastic water 
bottle cutouts for eye protection.75 Plans for resupply through the repurposing 
of industrial capacity and other means are welcomed but seem unlikely to solve 
the shortage quickly enough as supply chains become more dysfunctional in the 
pandemic.76 A hospital uses up 200 to 500 PPE a day.77 An increase in PPE 
supply in response to the current demand will require a large increase in PPE 
manufacturing, a process that necessitates time and preparation by many health 
care systems, given the alarming increase of the number of COVID-19 patients. 
The rational and appropriate use of PPE is strongly enjoined on account of the 
unparalleled supply vis-a-vis the extraordinary demand over the same. Recently, 
the World Health Organization (WHO) has warned that severe and mounting 
disruption to the global supply of PPE – caused by rising demand, panic buying, 
hoarding and misuse – is putting lives at risk from the new coronavirus and other 
infectious diseases.78 Based on WHO modelling, an estimated 89 million medical 

 
72 WORLDOMETER, COVID-19 CORONAVIRUS PANDEMIC, Last updated: April 30, 2020, 00:26 GMT, 
available at https://www.worldometers.info/coronavirus/#countries . 
73 Id.  
74 Asian Development Bank, ADB Briefs No. 130, Global Shortage of Personal Protective Equipment amid COVID-
19: Supply Chains, Bottlenecks, and Policy Implications, April 2020, available at 
https://www.adb.org/sites/default/files/publication/579121/ppe-covid-19-supply-chains-bottlenecks-
policy.pdf. 
75 BOWDEN  E, CAMPANILE  C, GOLDING  B, Worker at NYC hospital where nurses wear trash bags as protection dies 
from coronavirus, March 25, 2020, available at https://nypost.com/2020/03/25/worker-at-nyc-hospital-where-
nurses-wear-trash-bags-as-protection-dies-from-coronavirus/ accessed March 27, 2020. 
76 MORRIS  C, Some Amazon Prime shipments won’t arrive for a month due to coronavirus, March 23, 2020, available at 
https://fortune.com/2020/03/23/amazon-prime-delays-coronavirus/ accessed March 27, 2020. 
77 VERNISE TANTUCO,  IN NUMBERS: What hospitals need to treat COVID-19 patients, April 08, 2020, available 
at https://www.rappler.com/newsbreak/in-depth/256133-numbers-what-hospitals-need-treat-coronavirus-
patients accessed April 10, 2020. 
78 WHO INTERNATIONAL, Shortage of personal protective equipment endangering health workers worldwide, 3 March 
2020, available at https://www.who.int/news-room/detail/03-03-2020-shortage-of-personal-protective-
equipment-endangering-health-workers-worldwide accessed March 10, 2020. 

https://www.worldometers.info/coronavirus/#countries
https://www.adb.org/sites/default/files/publication/579121/ppe-covid-19-supply-chains-bottlenecks-policy.pdf
https://www.adb.org/sites/default/files/publication/579121/ppe-covid-19-supply-chains-bottlenecks-policy.pdf
https://nypost.com/2020/03/25/worker-at-nyc-hospital-where-nurses-wear-trash-bags-as-protection-dies-from-coronavirus/
https://nypost.com/2020/03/25/worker-at-nyc-hospital-where-nurses-wear-trash-bags-as-protection-dies-from-coronavirus/
https://fortune.com/2020/03/23/amazon-prime-delays-coronavirus/
https://www.rappler.com/newsbreak/in-depth/256133-numbers-what-hospitals-need-treat-coronavirus-patients
https://www.rappler.com/newsbreak/in-depth/256133-numbers-what-hospitals-need-treat-coronavirus-patients
https://www.who.int/news-room/detail/03-03-2020-shortage-of-personal-protective-equipment-endangering-health-workers-worldwide
https://www.who.int/news-room/detail/03-03-2020-shortage-of-personal-protective-equipment-endangering-health-workers-worldwide
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masks are required for the COVID-19 response each month. For examination 
gloves, that figure goes up to 76 million, while international demand for goggles 
stands at 1.6 million per month.79 To meet rising global demand, WHO estimates 
that industry must increase manufacturing by 40%.80  
 

Even the availability of hospital beds reflects the accessibility of service 
in a hospital.81 Based on the data of Department of Health, the country's health 
agency, only 4 out of 17 regions complied with the standard local hospital bed 
ratio and in international setting, only one, the NCR, complied with WHO's 
requirement. 82 Level 2 hospitals have an average of 96.8 beds each, while Level 
3 hospitals each have an average of 317.7 beds.83 This poses a great challenge to 
both the government and its people because the ratio is a good measure of 
availability, access, and distribution of health service delivery in the country. In 
light of the COVID-19 outbreak, there is a pressing need to equip our country 
with optimal facilities, in addition to the need to accommodate the healthcare 
needs of the growing population.  

 

Hence, long-run tax measures must form part of contingency strategies 
that can help stretch PPE supplies and preempt anticipated shortages during the 
most critical times. Government health systems must be strengthened and must 
be made secured with available supplies before epidemics or pandemics happen. 
The government should develop incentives for manufacturing industries to ramp 
up production and secure medical allocations for critically affected and at-risk 
areas of the country, especially the NCR. 

 

Private sector plays a crucial role in the Philippine hospital system. 
Hospitals and research and development companies, though profit-oriented, 
must likewise be provided tax incentives to equitably distribute access to good 
health care which is predominantly concentrated only in certain regions of the 
country. Moreover, aggressive investment on health and wellness establishments 
must also be promoted. Even the continuous creativity and innovation of micro, 
small, and medium enterprises (MSMEs) focused on health and wellness 

 
79 Id. 
80 Id. 
81 INSTITUTE OF ELECTRICAL AND ELECTRONIC ENGINEERS. A study on shortage of hospital beds in the Philippines 
using system dynamics, published in 2018 5th International Conference on Industrial Engineering and 
Application, available at https://ieeexplore.ieee.org/document/8387073/references#references. 
82 Id. 
83 WORLD HEALTH ORGANIZATION, supra note 44, 134, Table 4.4 Service capability and size of hospitals. 

https://ieeexplore.ieee.org/document/8387073/references#references
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products must be encouraged in order to magnify their social impact on health. 
Investors are commonly discouraged to plant seed capital because of various tax 
implications such as the imposition of high effective tax rate on income. The 
effective average tax rates (EATRs) is highest in the Philippines relative to its 
neighboring countries.84 Further, as profitability increases, effective average tax 
rates also tend to increase and converge with the corporate income tax rate, 
which is also highest in the Philippines.85 On a related note, the Doing Business 
2018 reported that the Philippines had an effective tax rate of 42.9%.86 MSMEs 
find it challenging to undertake innovation activities given their limited resources 
and capabilities.87 Studies on innovation in MSMEs have identified internal and 
external factors that affect innovation capabilities and activities, one of which is 
government support.88 Receipt of government financial support for innovation 
activities was found to have a positive impact on organizational and marketing 
innovation.89 

 

Through tax incentives, the lack of support in terms of basic facilities 
and the necessity of all health centers to improve health financing, health 
information and availability of medicines can be remedied. Collaboration of the 
industry and government in research and development will also be strengthened 
and this is in consonance with the government’s mission to leverage public 
research and development grants, tax, and other incentives to increase 
productivity.90 Location-based incentives can encourage the rejuvenation of both 
urban and rural areas socially, industrially, and aesthetically. Savings from the 
eventual reduction of tax rates will also allow companies to expand and promote 
job creation and productivity in our country. 

 

There are several reasons for offering incentives to businesses: (1) to 
encourage certain industries that can catalyze faster growth, in pursuit of an 
industrial policy; (2) to promote transfer of technology; (3) to create jobs, as 

 
84 DANILEEN KRISTEL PAREL, Evaluation of Fiscal Incentives in the Philippines, August 2017, 5, available at 
https://pidswebs.pids.gov.ph/CDN/PUBLICATIONS/pidsdps1726.pdf . 
85 Id. 
86 INTERNATIONAL BANK FOR RECONSTRUCTION AND DEVELOPMENT / THE WORLD BANK, Doing Business 
2018: A World Bank Group Flagship Report, available at 
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2018-
Full-Report.pdf. 
87 FRANCIS MARK QUIMBA AND MAUREEN ANE ROSELLON, Impact of Government Incentive on MSME Innovation, 
December 2019, available at https://serp-p.pids.gov.ph/publication_detail?id=6919. 
88 Id. 
89 Id. 
90 PDP, supra note 17, 197. 

https://pidswebs.pids.gov.ph/CDN/PUBLICATIONS/pidsdps1726.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2018-Full-Report.pdf
https://www.doingbusiness.org/content/dam/doingBusiness/media/Annual-Reports/English/DB2018-Full-Report.pdf
https://serp-p.pids.gov.ph/publication_detail?id=6919
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certain industries are labor-intensive; (4) to encourage training and human capital 
development; (5) to promote economic diversification; (6) to allow access to 
overseas markets particularly through global value chains; and (7) to promote 
growth in a specific region or location.91 

 

In 2015, the Tax Incentives Management and Transparency Act 
(TIMTA) was enacted to enable the government to monitor, review, and analyze 
the economic impact thereof and thereby optimize the social benefit of tax 
incentives.92 While the Philippines is one of the early adopters of special 
economic zones (SEZs), its potential has not been realized due to the weak 
backward and forward linkages in the domestic economy.93 SEZs were made 
temporary solutions to address gross inadequacies in infrastructure and human 
capital and the incentive regime has not conformed to the industrial policy as 
implied by the differential effective tax rate.94 Ultimately, to maximize the benefit 
of providing incentives, companies provided with such must not eventually 
decouple but rather work in harmony with the industrial policies of our domestic 
economy.  

 

It is therefore imperative to revisit the current fragmented tax incentive 
regime from different investment promotion agencies in order to charter the 
same within the bounds of performance targets and timeframes of our healthcare 
system. The reform must be specifically tailored to cover the conditions of 
granting incentive, lifespan of the incentives and the administration and 
facilitation of the incentive. ax holidays which generally reduces the effective tax 
rates may be provided, the amount of relief of which depends on the treatment 
of losses and starting period of holiday. In lieu of tax holidays, other 
performance-based incentives may be provided such as the choice of a firm to 
adopt accelerated depreciation and the longer carry over of losses. In light of the 
revenue implications of fiscal incentives, the same incentives can be made 
renewable only if the activities meet performance-based criteria. This is to assure 
that the provision of incentives and the tangible support to targeted industries 
such as the health sector are yielding to net positive benefit to society. It is 

 
91 ORGANISATION FOR ECONOMIC CO-OPERATION AND DEVELOPMENT Making Reforms Succeed: Moving 
Forward with the MENA Investment Policy Agenda, Tax Incentives for Investment: A Global Perspective Experiences 
in MENA and Non-MENA Countries (2008), available at https://dx.doi.org/10.1787/9789264052826-11-en.   
92 Rep. Act No. 7307, §2. 
93 NATIONAL ECONOMIC AND DEVELOPMENT AUTHORITY, Report Pursuant to Republic Act 
10708: Tax Incentives Management And Transparency Act (2018), available at http://www.neda.gov.ph/tax-
incentives-management-and-transparency-act-timta/. 
94 Id. 

https://dx.doi.org/10.1787/9789264052826-11-en
http://www.neda.gov.ph/tax-incentives-management-and-transparency-act-timta/
http://www.neda.gov.ph/tax-incentives-management-and-transparency-act-timta/
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imperative that fiscal incentives be properly designed and administered to 
achieve and justify the ends for which they are extended. A sound investment 
climate coupled with tax incentives would offset foregone revenues, provide the 
government with wide array of economic activities that it can tax, and spur 
upstream and downstream linkages. Consequently, the expansion of the tax base 
created by such investments would translate to higher net income for the 
industry and higher revenue collection for the government. 

 

Overall, the government must not create market distortions by limiting 
the entry and expansion of market players in various industries. Our country 
must fully take advantage of global and regional capital and labor mobility. This 
is consistent with the ruling in Tañada vs. Angara,95 a decision penned by Chief 
Justice Panganiban, which held: “While the Constitution mandates a bias in favor 
of Filipino goods, services, labor and enterprises, it recognizes the need for 
business exchange with the rest of the world on the bases of equality and 
reciprocity, and limits protection of Filipino enterprises only against foreign 
competition and trade practices that are unfair. In other words, the Constitution 
did not intend to pursue an isolationist policy. It did not shut out foreign 
investments, goods and services in the development of the Philippine economy.” 
Hence, the government may offer tax and market incentives to private players to 
propel the progress of an undeveloped or underdeveloped market.  
 
 

B. Maximization of Revenue-Raising Powers of Local Government Units to 
Finance Socio-Economic Development Projects 
========================================================== 
 

The active participation of the government, not only in the national level, 
but also in the local level, must be tapped in order to align their needs with the 
provision of incentives and provide the support necessary for the achievement 
of the national development plan.. The LGUs have a stake in stake in reviving 
and accelerating the growth of local industries and attracting investors that will 
catalyze and accelerate economic activity. In view of the local autonomy enjoyed 
by the territorial and political subdivisions,96 the provincial, city, and municipal 
development councils shall exercise the functions to formulate long-term, 
medium-term, and annual socio-economic development plans and policies and 
formulate local investment incentives to promote the inflow and direction of 

 
95 Tañada v. Angara, G.R. No. 118295, [May 2, 1997], 338 PHIL 546-606. 
96 CONST., art. X, §2. 
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private investment capital.97 Likewise, LGUs may, through ordinances duly 
approved, grant tax exemptions, incentives or reliefs under such terms and 
conditions as they may deem necessary.98 In order to achieve these legal 
mandates, the law on taxation must be utilized to harmonize local investment 
policies with national investment policies. 

 

In a local scale, agriculture and eco-tourism are on the common top list 
of priorities for development. The LGUs may go beyond the support given to 
organic agriculture by likewise encouraging investment in health sector and 
expanding wellness projects by micro, small & medium sized enterprises. Fiscal 
incentives may be given to enterprises which may include the exemption from 
local business taxes99and tax exemption privileges through ordinances duly 
approved.100 

 

Meanwhile, the PDP recognizes the need to increase local sources of 
LGUs’ revenue in order to finance socio-economic development projects. A 
study conducted by the National Tax Research Center even recommended local 
credit financing as a non-traditional source of funding of projects by local 
government units with limited funds.101 Local credit financing allows LGUs to 
accomplish development projects and gain benefits, at current prices, with the 
cost of the projects being paid later.102 LGUs may avail of credit lines from 
government or private banks and lending institutions for the purpose of 
stabilizing local finances.103 Furthermore, provincial, city and municipal 
governments may likewise acquire property, plant, machinery, equipment, and 
such necessary accessories under a supplier's credit, deferred payment plan, or 
other financial scheme.104  

 

Aside from these myriads of solutions focused on the creation of liability, 
LGUs need to maximize the revenue-raising powers granted to them by the 
Local Government Code to address the increasing demands for additional 
sources of financing. One of the bold and major steps in order to strengthen the 

 
97 LOCAL GOVERNMENT CODE, §109. 
98 LOCAL GOVERNMENT CODE, §192. 
99 LOCAL GOVERNMENT CODE, §133(g). 
100 LOCAL GOVERNMENT CODE, §192. 
101 NATIONAL TAX RESEARCH CENTER, Tax Research Journal Vol. XXV.4,  Local Government Credit Financing, 
July to August 2013, available at https://serp-p.pids.gov.ph/publication_detail?id=6826. 
102 Id. 
103 LOCAL GOVERNMENT CODE, §296(b). 
104 LOCAL GOVERNMENT CODE, §298. 

https://serp-p.pids.gov.ph/publication_detail?id=6826
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creation of own sources of revenue through taxes, fees and charges is to intensify 
the fiscal monitoring of LGUs and approach tax administration through 
standardized reporting tools. Based on international experience, tax policy 
reform will be successful only if it is accompanied by tax administration 
reforms.105 Beyond revenue generation, tax reform should also help promote 
investments, create jobs, and lift people out of poverty.106 Non-recording of 
operations and transactions of establishments opens the possibility for evasion 
of taxes and may therefore be flagged for audit by BIR. Failure to declare correct 
and official receipts in selling of goods or services to the public opens the 
floodgates to leakages in the collection of proper taxes from business 
establishments. LGUs must therefore devise a mechanism and establish 
partnership with the BIR in continuously and rigorously implementing tax 
mapping to promote tax consciousness and encourage tax compliance. 

 

Moreover, under the Local Government Code, a province or city or a 
municipality may levy an annual tax on idle lands on property that remains 
uncultivated and unimproved.107 For purposes of real property taxation, the 
definition of idle lands even encompasses residential lots in subdivisions duly 
approved by proper authorities, the ownership of which has been transferred to 
individual owners.108 Hence, LGUs must be proactive on updating inventory of 
lands that have not been continuously developed and efficiently utilized to the 
highest and best use by the taxpayers. The Congress may likewise consider the 
passage of Idle Lands Tax to rationalize the taxation of idle lands and ultimately 
monitor developments related to land use. The policy of identifying idle lands is 
also intertwined with the concern for irrigation development which is a key policy 
to achieve food self-sufficiency in the country. Irrigation investments may be 
rendered futile on account of drastic conversion of lands. Through 
rationalization of taxation of idle lands, land conversions can be more carefully 
assessed so that investments are redirected and chartered to land areas which are 
in actual need of irrigation. This key reform provides an impetus to further 
support the crop diversification program of the government which also has a 
colossal impact on the health of Filipinos. The same will provide for an inclusive 
and sustainable framework for land utilization across agricultural, residential, 
infrastructure, and protective uses. 
 
 

 
105 PDP, supra note 17, 206. 
106 Id. 
107 LOCAL GOVERNMENT CODE, §236. 
108 Id. 
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C. Fortifying Implementation of the Universal Health Care Act 
Through Tax Laws 
================================================ 
 

An ageing Philippines may impact the magnitude and direction of the 
resource requirement needed to finance one of the government's newest 
mandates, the Universal Health Care Act. In 2019, the Philippine government 
enacted the said law with the objective to ensure that all Filipinos are guaranteed 
equitable access to quality and affordable health care goods and services and 
protected against financial risk.109 Under the said law, all Filipino citizens are 
automatically covered under the National Health Insurance Program (NHIP).110 
Premium contributions of direct contributors are paid to the NHIP in 
proportion to the paying member’s income, while subsidies for indirect 
contributors are funded by the national government through its general 
appropriations.111 The DOH and the LGUs shall endeavor to provide a health 
care delivery system that will afford every Filipino a primary care provider that 
would act as the navigator, coordinator, and initial and continuing point of 
contact in the health care delivery system.112 

 

As expected, population ageing will require more resources, but faster 
ageing does not necessarily require heavier burden among taxpayers if shared 
more broadly.113 While it may be imperative to expand human capital 
investments on children to fully harness the second-wave of demographic 
dividends, it may also be prudent to “ageing-proof” government financing to 
ensure the fiscal sustainability and generational equity of government services.114 

 

Parallel funding by three sources (DOH, PhilHealth and LGUs) and lack 
of demarcation and harmonization in premium-funded benefits versus tax-
funded services are the primary reasons for confusion and inefficiencies in 
Philippine health-care financing.115 Additionally, engaging the private sector in 

 
109 Rep. Act No. 11223, §3. 
110 Rep. Act No. 11223, §5. 
111 Rep. Act No. 11223, §10. 
112 Rep. Act No. 11223, §6. 
113 MICHAEL R.M. ABRIGO, Financing Universal Health Care in an Ageing Philippines, December 2019, available at 
https://pidswebs.pids.gov.ph/CDN/PUBLICATIONS/pidsdps1923.pdf. 
114 Id. 
115 WORLD HEALTH ORGANIZATION, supra note 44, 28. 

https://pidswebs.pids.gov.ph/CDN/PUBLICATIONS/pidsdps1923.pdf
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delivering health care requires strong regulatory capacity, not only by using 
command and control mechanisms but also by leveraging financing incentives.116 

Decoupling healthcare financing from taxation is not a preferred solution 
to full coverage of the growing burden on healthcare financing as the same may 
run counter to the ability of a Filipino worker to be self-sufficient. In 
coordination with the implementation of the said law, our tax laws may also be 
directed to introduce tax-exempt saving or investment accounts from which 
people may rely on to finance future health expenditures to promote capital 
accumulation that contributes to greater economic productivity.  
 
 

D. Utilization of Revenues Coming from Sin Tax Collection to Implement 
The Philippine Nursing Act 
========================================================== 
 

Nurses play a crucial role in providing universal healthcare and in 
nation’s health system. The country’s health care worker-to-population ratio is 
only 19 health workers for every 10,000 persons which is clearly less than half 
the standard of the WHO, 45 health workers for every 10,000 persons.117 As of 
2017, the Philippines has a total of 40,775 doctors, 90,308 nurses, and 13,413 
medical technologists.118 This translates to 3.9 doctors, 8.6 nurses, and 1.3 
medical technologists for every 10,000 of the population.119 Most nurses in the 
Philippines had opted to work in fields and in practices not related to health 
offering services because of the unattractive pay offered by even top private 
hospitals in the country. Professional nurses are also being employed in the 
following industries: Hotels and Restaurants, Health and Social Work, Other 
Community, Social and Personal Service Activities, and Private Households with 
Employed Persons, and Hotels and Restaurants.120 Many nurses have also left 
the country in search for greener pastures abroad because of better opportunities 
and more competitive pay. Overseas, the pay scale is way above local rates with 
the US market offering an average salary of $3,800 (P205,412.80) per month, the 
United Kingdom with £1,662 (P118,706.69), and Canada with $4,097 
(P171,530.10) for entry-level.121 In 2017, the Philippine Overseas Employment 

 
116 Id. 
117 BOO CHANCO, Crisis in health care, October 23, 2019, available at 
https://www.philstar.com/business/2019/10/23/1962515/crisis-health-care. 
118 WORLD HEALTH ORGANIZATION, supra note 44, 23. 
119 Id. 
120 DEPARTMENT OF LABOR AND EMPLOYMENT – BUREAU OF LOCAL EMPLOYMENT, Employment 
Opportunities of Nurse, available at http://www.ble.dole.gov.ph/index.php/nurse. 
121 Id. at Salary and Compensation of Nurse. 
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Agency stated that 92,277 nurses have left the country to work abroad from 2012 
to 2017.122 That is almost 19,000 nurses leaving every year. Filipino nurses’ 
unique brand of hospitality has gained increasing popularity over the years 
throughout the world. Many countries such as Japan, Germany and Saudi Arabia 
are trying to offset workforce shortages by providing incentives to attract foreign 
talent or to encourage health care professionals to work in remote regions. 

 

Recently, the Supreme Court, speaking through Justice Antonio Carpio, 
declared valid Section 32 of Republic Act No. 9173, otherwise known as “The 
Philippine Nursing Act of 2002,” that provides for Salary Grade 15 for 
government nurses.123 In its statement, the Supreme Court ruled that the 
minimum base pay of entry-level nurses should not be lower than Salary Grade 
15, although it also said it is up to Congress to provide for funding.124 It held that 
President Gloria Macapagal-Arroyo’s Executive Order No. 811, which set the 
salary grade for nurses at Salary Grade 11, or P20,754 a month, could not 
overturn RA 9173, or the Philippine Nursing Act, which Arroyo signed in 2002. 
125 

 

The enactment of Republic Act No. 9173 mandated that the minimum 
base pay of nurses shall be at least Salary Grade 15, to wit: 
 

SEC. 32. Salary. — In order to enhance the general welfare, 
commitment to service and professionalism of nurses[,] the 
minimum base pay of nurses working in the public health 
institutions shall not be lower than salary grade 15 prescribed under 
Republic Act No. 6758, otherwise known as the "Compensation 
and Classification Act of 1989": Provided, That for nurses working 
in local government units, adjustments to their salaries shall be in 
accordance with Section 10 of the said law.126 

 

Notwithstanding the aforementioned law, the budget measure passed by 
the Congress does not provide enough resources needed to implement the 
Supreme Court ruling. There are 7,193 authorized Nurse 1 positions in 

 
122 DON KEVIN HAPAL, Why our nurses are leaving, September 02, 2017, available at 
https://www.rappler.com/move-ph/180918-why-nurses-leave-philippines. 
123 Ang Nars Party List v. Executive Secretary, G.R. No. 215746, [October 8, 2019]. 
124 Id. 
125 Id. 
126 Rep. Act No. 9173, §32. 
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government, which entails an additional P1 billion to implement RA 9173 
starting 2020.127 Following the aforementioned Supreme Court ruling, necessary 
funding to implement the current salary scheme of government nurses must be 
tackled upon.  Moreover, the Philippine General Hospital (PGH), the state-
owned and premier tertiary hospital, suffers budget cuts which prune its ability 
to render quality health care for all its patients. The Department of Budget and 
Management earmarked only P2.77 billion for PGH’s expenses for 2020, or a 
14-percent drop from the P3.23 billion that Congress allocated in 2019.128 The 
insufficient allotment for capital outlay and for maintenance and operating 
expenses of PGH seriously afflicted public health services which demands 
utmost priority. The lack of facilities resulting to overcrowding in PGH and the 
reduction in the budget resulting to lesser allotment for PGH’s daily operations 
must be addressed. Correspondingly, the budget cut must not only be restored 
but must also be increased in order to meet PGH’s operating requirement. 

 

Part of the unutilized revenue coming from excise tax collection must 
accommodate the necessary adjustment to the salaries of entry-level nurses who 
must be guaranteed financial protection. This is in addition to the funds that 
would come from unused multi-billion allocations for right-of-way infrastructure 
projects. The proportion of tax revenues may also be directed for the educational 
program of children of displaced tobacco farmers who are finding alternative 
economic activities. To further enable the government to respond proactively to 
emergencies and health crisis, such as the outbreak of COVID-19, the biggest 
proportion of the collection must inure to two priorities: (a) government health 
programs to enhance the medical services offered to the Filipinos and upgrade 
medical infrastructure nationwide; and (b) creation of more scholarships for 
talented and dedicated students pursuing priority fields of study in healthcare 
courses and health training programs. The creation of more scholarships is to 
address the scarcity of employed health personnel across public health facilities, 
especially in rural areas, and to establish a robust, committed and mobilized 
health force which can steer the country towards national progress. Said initiative 
of subsidizing the tuition of medical students and facilitating their residency and 
practice is a response to the continuing lack of doctors in the country caused by 
the high cost of medical education. 

 

 
127 BOO CHANCO, supra note 117. 
128 MACON RAMOS-ARANETA, Drilon wants nurses’ salaries now upgraded, October 11, 2019, available at 
https://manilastandard.net/news/national/307197/drilon-wants-nurses-salaries-now-upgraded.html. 
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The same is also in consonance with the implementation of Republic Act 
No. 10931 or the Universal Access to Quality Tertiary Education Act129, the law 
which institutionalizes free tuition and exemption from other fees in state 
universities and colleges (SUCs), local universities and colleges in the Philippines. 
Under RA 10931, all Filipino students who are either currently enrolled or shall 
enroll in any SUCs in the Philippines, as long as they qualify the admissions and 
retention requirements of the school, shall be exempt from paying tuition and 
other school fees.130 Based on tuition fee rates for school year 2010 to 2011, the 
cost of pursuing a Bachelor of Science in Nursing degree may range between 
P8,900 to P50,000 in private schools per semester.131 The creation of more 
scholarships for students pursuing healthcare courses is relevant since not all 
SUCs which are principally located in rural areas offer healthcare courses such as 
Bachelor of Science in Nursing. 
 
 

E. Inducement of Positive Health-Seeking Behaviors through Taxation 
======================================================= 
 

Notwithstanding personal responsibility for maintaining a healthy and 
active lifestyle, the government remains to play a significant role in promoting 
development of various consumer industries without negotiating the health of 
the citizenry. States should effectively cooperate to discourage or prevent the 
relocation and transfer to other States of any activities and substances that cause 
severe environmental degradation or are found to be harmful to human health.132 

 

Our current tax framework uses tax revenues from tobacco and alcoholic 
beverages to finance government services. The Sin Tax Reform Law, as 
implemented by Revenue Regulation No. 17-2012, simplified the excise tax 
structure of sin products by increasing the tax rates and gradually shifting the 
excise taxation of selected fermented liquors and cigarettes to unitary tax 
system.133 The same law made compliant our country’s adherence to the WHO 
Framework Convention on Tobacco Control (WHO FCTC), the first evidence-
based treaty negotiated under the auspices of the WHO that reaffirms the right 

 
129 Rep. Act No. 10931. 
130 Rep. Act No. 10931, §5. 
131 DEPARTMENT OF LABOR AND EMPLOYMENT – BUREAU OF LOCAL EMPLOYMENT, supra note 120, Cost of 
Education. 
132 UN GENERAL ASSEMBLY, supra note 7, Principle XIV. 
133 Rep. Act No. 10351. 
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of all people to the highest standard of health.134 The WHO FCTC was 
developed in response to the globalization of the tobacco epidemic, the spread 
of which is facilitated through a variety of complex factors with cross-border 
effects such as trade liberalization, direct foreign investment, transnational 
tobacco advertising, and the international movement of contraband and 
counterfeit cigarettes.135 For the period 2009 to 2012, excise tax collection on sin 
products contributed 71.9% to 79.6% to total excise tax collection.136 This 
increased to 88.5% in 2013 upon the implementation of RA 10351.137 By 2015, 
locally manufactured cigarettes accounted for 61.5% of the total excise tax 
collection in the country.138 

 

Clearly, the passage of the Sin Tax Reform Law successfully achieved its 
objective of generating additional revenue. Nevertheless, the increasing volume 
of removals on fermented liquors and distilled spirits and the high prevalence 
trend on current alcoholic drinkers is an indication that the present tax rates are 
still relatively low to effectively reduce consumption of these alcoholic 
beverages.139 Moreover, although the increase in excise tax rates was successful 
in reducing volume of removals and tobacco consumption in the country, the 
ratio of excise taxes to retail price is still way below the WHO recommendation 
of at least 70% of the retail prices.140 Using data from the U.S. Current Population 
Survey Tobacco Use Supplements, a recent study employed a novel paired 
difference-in-difference technique to estimate the association between recent, 
large tax increases and cigarette consumption.141 Results reveal that increases in 
cigarette taxes are associated with small decreases in cigarette consumption and 
that it will take sizable tax increases, on the order of 100%, to decrease adult 
smoking by as much as 5%.142 In the Philippines, the Sin Tax Reform Law has 
reduced the number of cigarettes purchased by smokers more than the number 

 
134 WORLD HEALTH ORGANIZATION, WHO FRAMEWORK CONVENTION ON TOBACCO 
CONTROL (2003), available at https://www.who.int/fctc/text_download/en/. 
135 Id. 
136 NATIONAL TAX RESEARCH CENTER, Tax Research Journal 2014, An Assessment of Republic Act No. 10351 
or the Sin Tax Reform Law, available at https://serp-p.pids.gov.ph/publication_detail?id=6820. 
137 Id. 
138 MYRNA AUSTRIA AND JESSON PAGADUAN, Working Paper Series 2018-03-051, Assessing the Impact of the 
Philippine Sin Tax Reform Law on the Demand for Cigarettes (2018), 3, available at https://www.dlsu.edu.ph/wp-
content/uploads/2019/03/aki_working_paper_no._2018-03-051.pdf. 
139 NATIONAL TAX RESEARCH CENTER, Tax Research Journal Vol.XXX.2, A Review of Excise Taxation of Sin 
Products, March to April 2018,  available at http://www.ntrc.gov.ph/images/journal/2018/j20180304a.pdf. 
140 Id. 
141 KEVIN CALLISON AND ROBERT KAESTNER, National Bureau of Economic Research Working Paper No. 
18326, Do Higher Tobacco Taxes Reduce Adult Smoking? New Evidence of the Effect of Recent Cigarette Tax Increases on 
Adult Smoking, August 2012, available at https://www.nber.org/papers/w18326. 
142 Id.  
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of cigarette users over the period 2009 to 2015.143 This is expected due to the 
addictive nature of cigarettes which attenuates the impact of the reform on the 
decision of smokers to quit.144 
 

The above findings provide a major policy implication to continue the 
implementation of the annual increase in excise tax. The following practices must 
be considered by the government in the adoption of a relatively simple tax system 
for the excise tax on tobacco to be effective: (1) excise tax should be at least 70% 
of the final consumer price, (2) tax increases must exceed increases in consumer 
prices and incomes; (3) minimization of incentives for tobacco users to switch 
to cheaper brands or products in response to tax increases; and (4) improvement 
of tobacco tax administration to reduce opportunities for tax avoidance and tax 
evasion.145 The relative increase in price due to an increase in excise tax should 
be higher than the increase in per capita income of a Filipino to reduce the 
affordability of tobacco products. The NIRC provides that the rates of tax 
imposed on cigarettes shall be increased by four percent (4%) every year effective 
on January 1, 2024, through revenue regulations issued by the Secretary of 
Finance.146 To ensure that the increase in excise tax will not be lower than current 
inflation rate, the increase in excise tax should be either 4% as mandated by the 
law or indexed to current inflation rate, whichever is higher.  

 

While the above assessment does not suggest that the taxation of sin 
products necessarily leads to automatic reduction of consumption of such 
products, the reduction of consumption of such products must remain to be an 
equal consideration by the government in order to decrease the incidence of  
lifestyle-related diseases. In the Philippines, the number one risk factor which 
drives the most death and disability combined is dietary risks.147 Four of the most 
common causes of death in the Philippines are associated with diet high in 
sodium, namely: chronic kidney disease, ischemic heart disease, stroke, and 
hypertensive heart disease.148 According to United Nation Interagency Task 

 
143 MYRNA AUSTRIA AND JESSON PAGADUAN, supra note 137, 36. 
144 Id. 
145 WORLD HEALTH ORGANIZATION, Tobacco Free Initiative, ¶3, available at 
https://www.who.int/tobacco/economics/taxation/en/index1.html. 
146 NATIONAL INTERNAL REVENUE CODE, as amended by TRAIN, §145. 
147 NATIONAL TAX RESEARCH CENTER, Tax Research Journal Vol. XXXX1.5,  Feasibility of Imposing a Junk 
Food Tax in the Philippines, September to October 2019, 6, available at https://serp-
p.pids.gov.ph/publication_detail?id=6826 citing GLOBAL BURDEN OF DISEASE COLLABORATIVE NETWORK 

(GBD), Global Burden of Disease Study 2017 Results – Percentage attribution of cause of death due to diet high in sodium 
in the Philippines (2018).  
148 Id.  
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Force representative, Dr. Alexey Kulikov, the average salt intake of Filipinos is 
double the recommended WHO levels: “The WHO recommended level is 2 
grams of sodium per day which is about 5 grams of salt. In the Philippines, it is 
about 11 grams of salt per day.”149 

 

The imposition of an excise tax must be utilized as a policy instrument 
aimed, not only at generating revenue, but also at influencing the behavior of 
consumers of certain goods. In the long run, imposing excise tax may be applied 
to other products that have potential negative impacts on population health such 
as sugary, salty and fatty foods, as well. Aside from providing recreational centers 
for physical activity, the government must utilize taxation as a potent deterrent 
to consumption of unhealthy foods under the principle that the power to tax 
involves the power to destroy.150 

 

In United States, the Navajo Nation adopted the Healthy Diné Nation 
Act into law which includes a 2% tax on “minimal-to-no-nutritional value food 
items”, pre-packaged and non-prepackaged snacks stripped of essential nutrients 
and high in salt, saturated fat and sugar including sweets, chips and crisps.151 In 
Tonga, the 2013 taxes on animal fat products were increased in 2016 from 1 
Pa’anga to 2 Pa’anga per kilogram (around $0.90), and on turkey tails from 1 
Pa’anga to 1.5 Pa’anga (around $0.70).152 The failure of Denmark to maintain 
their saturated fat tax for more than 15 months shows the challenges of 
implementing health related food taxes.153 Denmark’s tax received very little 
input from public health professionals during its formulation, while the food 
industry had substantial influence on the design and revision of the policy. 
154Overall, health related food and drink taxes have been effective in reducing 
consumption of the targeted product or nutrient. 

 

 
149 KATRINA QUIROLGICO, Asin tax: Taxing salt in the PH, November 8, 2019, available at 
https://www.manilatimes.net/2019/11/08/opinion/columnists/asin-tax-taxing-salt-in-the-ph/654361/ 
accessed February 28, 2020. 
150 Roxas v. Court of Tax Appeals, G.R. No. L-25043, [April 26, 1968], 131 PHIL 773-785; Chief Justice John 
Marshall, McCulloch v. Maryland, 17 U.S. 316. 
151 Id. 
152 WORLD CANCER RESEARCH FUND INTERNATIONAL, Nourishing Framework: Use economic tools to address food 
affordability and purchase incentives (2019), available at https://www.wcrf.org/sites/default/files/Use-economic-
tools.pdf. 
153 EMMA SMITH, PETER SCARBOROUGH, MIKE RAYNER, AND ADAM DM BRIGGS, Should we tax unhealthy food 
and drink?, 15 Jan 2018, available at https://www.ncbi.nlm.nih.gov/pmc/articles/PMC5912513/ accessed 
February 28, 2020. 
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Viewed from the perception of discouraging bad dietary habits, health 
related food taxes at the rate of ten (10) to twenty (20) percent may be 
considered. It is recommended that the burden of the said tax be put on the ones 
profiting from the commercial exchange of these products. In the case of 
unhealthy food, the health costs are not fully assumed by the companies that 
produce it. Imposing taxes on manufacturers has the collateral effect of 
prompting them to reconsider their range of products and offer goods that are 
less rich in sugar, salt or fat, or, alternatively, to develop entirely healthy 
alternatives. 155 The revenue from the said tax can be further earmarked for 
community wellness and development projects, greenhouses, healthy 
convenience stores, and farmer’s markets. In addition, to augment financial 
leverage and expand revenues, the Bureau of Customs must be aggressive in 
implementing the anti-smuggling campaign. 

 

Our current tax regime recently introduced new taxes such as the excise 
tax on cosmetic surgery and sugar-sweetened beverages. The NIRC, as amended, 
currently imposes a tax per liter of volume capacity on sweetened beverages: (a) 
P6.00 using purely caloric sweeteners and purely non-caloric sweeteners or a 
mixture of both; and (b) P12.00 using purely high fructose corn syrup or in 
combination with any caloric or non-caloric sweetener.156 Sweetened beverages 
using purely coconut sap sugar/ purely steviol glycosides are exempt from the 
tax.157 Meanwhile, the following products are not excisable under Sec. 150-B of 
the NIRC: (a) all milk products, including plain milk, infant formula milk, follow-
on milk, growing up milk, powdered milk, ready-to-drink milk and flavored milk, 
fermented milk, soymilk, and flavored soymilk; (b) one hundred percent (100%) 
natural fruit juices; (c) One hundred percent (100%) natural vegetable juices; (d) 
meal replacement and medically indicated; and (e) ground coffee, instant soluble 
coffee, and pre-packaged powdered coffee products.158 Clearly, the NIRC has 
officially protected from taxation the original liquid resulting from the pressing 
of vegetables and fruits and the liquid resulting from the reconstitution of natural 
fruit and vegetable juice concentrate as they constitute healthy food consumption 
for Filipinos. In the long run, the aforementioned premise may be applied to 
excluding from taxation other products that have positive impacts on population 
health such as wheat and other healthy alternatives. 

 
155 NATIONAL COLLABORATING CENTRE FOR HEALTHY PUBLIC POLICY, THE USE OF INCENTIVES 
AND THE PROMOTION OF HEALTHY BEHAVIOURS: THE CASE OF UNHEALTHY FOOD, 
May 2009, available at https://www.ncchpp.ca/docs/Incitatifs_EN_PDF.pdf. 
156 NATIONAL INTERNAL REVENUE CODE, as amended by TRAIN, §150-B(A)(1)(2). 
157 Id. 
158 NATIONAL INTERNAL REVENUE CODE, as amended by TRAIN, §150-B(C). 
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Taxes are most effective when there is a strong relationship between the 
product or activity that gets taxed and the negative externalities or effects they 
cause. By corollary, the inducement of positive health-seeking behaviors must be 
founded on a strong connection between incentives and individual actions that 
impinge on health. Coupled with adequate, swift, and effective drive on 
enhancing public awareness to healthy lifestyle, companies instrumental to 
Filipinos’ move to healthier lifestyle must be rewarded through tax incentives.  
 
 

F. Intensifying Influences of Sustainable Cultural Development on Health 
through Tax Laws  
========================================================== 
 

The term sustainable development, as originally conceived by the 1987 
World Commission on Environment and Development, was meant to entail 
“development that meets the needs of the present without compromising the 
ability of future generations to meet their own needs”.159  

 

Addressing the underlying determinants of health is key to ensuring 
sustainable development. Much has been credit to personal access to the formal 
health care system as the major driver of sustainable development, but relevant 
predictors continue to be education and cultural awareness. It is important to 
realize that the health of a population reflects the level of biological and mental 
functioning, as permitted by the conditions of the environment.160 No 
development can be sustainable without including culture as it shapes our 
identity.161 The United Nations Educational, Scientific and Cultural Organization 
recognizes the role of culture through a majority of the sustainable development 
goals, including those focusing on quality education, sustainable cities, the 
environment, and peaceful and inclusive societies.162 From cultural heritage to 
cultural and creative industries, culture is both an enabler and a driver of the 
economic, social and environmental dimensions of sustainable development.163 

 

 
159 Y. VON SCHIRNDING AND C. MULHOLLAND, Health in the Context of Sustainable Development, Background 
Document prepared by for WHO Meeting: “Making Health Central to Sustainable Development: Planning 
the Health Agenda for the World Summit on Sustainable Development,” 7, available at 
https://www.who.int/mediacentre/events/HSD_Plaq_02.6_def1.pdf. 
160 Id at 12. 
161 United Nations Educational, Scientific and Cultural Organization, Culture for Sustainable Development, ¶1, 
https://en.unesco.org/themes/culture-sustainable-development. 
162 Id. at ¶3. 
163 Id. at ¶4. 

https://www.who.int/mediacentre/events/HSD_Plaq_02.6_def1.pdf
https://en.unesco.org/themes/culture-sustainable-development


32 

 

Participation in cultural life can contribute to improved health and well-
being, as recognized by an increasing number of studies and examples.164 A range 
of strategic documents identify health as a key factor in local sustainable 
development and plan to increase access to culture in healthcare, social care and 
support activities.165 The Philippines, having been colonized by various 
countries, in effect, is mixed with Asian and Western influences on its culture. 
The diversity of Philippine culture is also reflected in Filipino’s traits. The power 
of culture is transcending as it greatly influences the minds, opinions, and 
decisions of the general populace. It is a person’s social heritage. It is the glue 
that holds people together through sharing of values. Most noteworthy, it can be 
transmitted from one generation to another. If the youth and next generation 
would embed wisely in their lives the core values, beliefs, and expectations they 
have come to share, Filipinos can make a difference in the world. Filipinos can 
restore the power to be unique individuals and creative communities. People can 
participate meaningfully in events that shape lives and pave paths for human 
development. Ergo, sustainable development can be achieved. From a deeper 
context, culture is not just the learned behavior patterns of a society; it is the kind 
that endures, contributes to nation building and cultivates dignified souls and 
minds. Hence, references to cultural factors in local policies in the areas of health 
and well-being must be made explicit. Cultural awareness should not be 
neglected in health and health-care provision. 

 

Our current governance framework has consistently recognized the 
importance of culture in national development through the enactment of 
landmark legislations166 that created the cultural agencies with clear mandates. 
For the Print Industry, one of the vital laws and codes is the Book Industry 
Development Act167 which recognizes the that the book industry has a significant 
role in national development and declares it as a State policy to promote the 
continuing development of the book publishing industry to ensure an adequate 

 
164 UNITED CITIES AND LOCAL GOVERNMENTS,  CULTURE IN THE SUSTAINABLE DEVELOPMENT 
GOALS: A GUIDE FOR LOCAL ACTION, May 2018, available at 
https://www.uclg.org/sites/default/files/culture_in_the_sdgs.pdf.  
165 Id. 
166 R.A. No. 3873/10087 (An Act Changing the Name of the Bureau of Public Libraries to the National 
Library and its Amendment), R.A. No. 7104 (An Act Creating the Commission on the Filipino Language), 
R.A. No. 7356 (Law Creating the National Commission for Culture and the Arts of 1992), R.A. No. 7743 
(An Act Providing for the Establishment of Libraries and Barangay Reading Centers throughout the 
Philippines), R.A. No. 8371 (The Indigenous Peoples’ Rights Act of 1997), R.A. No. 8492 (National Museum 
Act of 1998), R.A. No. 9470 (National Archives of the Philippines Act of 2007), R.A. No. 10086 (National 
Historical Commission of the Philippines Act), R.A. No. 10066 (Cultural Heritage Law of 2009), among other 
policy instruments that institutionalize government support for culture. 
167 Rep. Act No. 8047. 
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supply of affordable, quality-produced books, not only for the domestic market 
but also for the export market. Notably, another law, the Campus Journalism Act 
of 1991168 also recognizes the role of campus journalism in nation-building. 

 

Pursuant to the constitutional guarantee on freedom of expression, the 
State shall promote and support the development and growth of the local film 
industry as a medium for the upliftment aesthetic, cultural and social values or 
the better understanding and appreciation of the Filipino identity.169 Presidential 
Decree No.1986, the decree creating the Movie and Television Review and 
Classification Board (MTRCB), grants the MTRCB the power to review and 
examine all publicity materials of motion pictures and television programs. The 
Board can approve or disapprove and even delete objectionable portions of the 
publicity materials which in its judgment is being immoral, indecent, contrary to 
law and/or good customs, injurious to the prestige of the country or its people 
or with dangerous tendency to encourage the commission of violence or of a 
wrong or a crime.170 Clearly, our country is replete with laws fostering cultural 
development which is equally essential for our nation’s liberty and prosperity. 

 

Nevertheless, conflicting provisions in certain laws compromise the 
implementation of cultural initiatives. For instance, the Film Development 
Council of the Philippines had been getting its funds for rewarding producers of 
graded films from amusement tax revenues generated by local cinemas. This is 
provided for under the Implementing Rules and Regulations of R. A. No. 9167 
establishing the Council, to wit: 
 

Films which have obtained an “A” or “B” grading from the Council 
shall be entitled to an incentive equivalent to the amusement tax 
imposed and collected on the graded films by cities and 
municipalities in Metro Manila and other highly urbanized and 
independent component cities in the Philippines.171 
 
All revenue from the amusement tax on the graded film which may 
otherwise accrue during the period the graded film is exhibited, 
shall be deducted and withheld by the proprietors, operators or 
lessees of theatres or cinemas and remitted within thirty (30) days 

 
168 Rep. Act No. 7079. 
169 Rep. Act No. 9167, §1. 
170 P.D. No. 1986, §3. 
171 Rep. Act No. 9167, §13. 
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from the termination of the exhibition to the Council which shall 
reward the corresponding amusement tax to the producers of the 
graded film within fifteen (15) days from receipt thereof.172 

  

However, in 2015173, the Supreme Court declared the collection of 
amusement tax from local cinemas illegal as it infringes on the constitutional 
policy of local autonomy. In other words, per R.A. No. 9167, covered LGUs still 
have the power to levy amusement taxes, albeit at the end of the day, they will 
derive no revenue therefrom. The same, however, cannot be said for FDCP and 
the producers of graded films since the amounts thus levied by the LGUs which 
should rightfully accrue to them, they being the taxing authority-will be going to 
their coffers. As a matter of fact, it is only through the exercise by the LGU of 
said power that the funds to be used for the amusement tax reward can be raised. 
Without said imposition, the producers of graded films will receive nothing from 
the owners, proprietors and lessees of cinemas operating within the territory of 
the covered LGU.174 As emphasized: 
 

“Taking the resulting scheme into consideration, it is apparent that 
what Congress did in this instance was not to exclude the authority 
to levy amusement taxes from the taxing power of the covered 
LGUs, but to earmark, if not altogether confiscate, the income to 
be received by the LGU from the taxpayers in favor of and for 
transmittal to FDCP, instead of the taxing authority. This is in 
clear contravention of the constitutional command that taxes 
levied by LGUs shall accrue exclusively to said LGU and is 
repugnant to the power of LGUs to apportion their resources in 
line with their priorities.”175 
 

“Moreover, in Pimentel, the Court elucidated that local fiscal 
autonomy includes the power of LGUs to allocate their resources 
in accordance with their own priorities. By earmarking the income 
on amusement taxes imposed by the LGUs in favor of FDCP and 
the producers of graded films, the legislature appropriated and 
distributed the LGUs' funds-as though it were legally within its 

 
172 Rep. Act No. 9167, §14. 
173 Film Development Council of the Phils. v. Colon Heritage Realty Corp., G.R. No. 203754 & 204418, [June 16, 2015], 
760 PHIL 519-561. 
174 Id. 
175 Id. 
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control-under the guise of setting a limitation on the LGUs' 
exercise of their delegated taxing power. This, undoubtedly, is a 
usurpation of the latter's exclusive prerogative to apportion their 
funds, an impermissible intrusion into the LGUs' constitutionally-
protected domain which puts to naught the guarantee of fiscal 
autonomy to municipal corporations enshrined in our basic law.” 
176 

 

Conflicting provisions which hinder the progress of cultural initiatives 
must be finally made clear in our tax laws. In order to aid in increasing the level 
of cultural awareness, tax incentives must likewise be provided, not only in the 
usual preferred areas of investments, pioneer or non-pioneer, but also in cultural 
innovations that amplify national pride among Filipinos. Our laws have already 
provided fiscal incentives to enterprises registered with the Board of 
Investments, multinational companies establishing their regional or area 
headquarters or regional operating headquarters in the Philippines and even to 
enterprises located in export processing zones. 

 

The clamored adoption of a cohesive and consolidated investments 
incentive law for institutions aimed at cultural development is recommended in 
line with the declared policy of the State to give priority to education, science 
and technology, arts, culture, and sports to foster patriotism and nationalism, 
accelerate social progress, and promote total human liberation and 
development.177 The State shall foster the preservation, enrichment, and dynamic 
evolution of a Filipino national culture based on the principle of unity in diversity 
in a climate of free artistic and intellectual expression.178 In addition, a law must 
be passed which is in sync with the plan to develop culture through creation of 
bigger pool of regular human resources. This is in line with the consideration of 
the magnitude of the responsibilities and the long-term nature of public services 
for cultural development. 
 
 
 
 
 
 

 
176 Pimentel, Jr. v. Aguirre, G.R. No. 132988, [July 19, 2000], 391 PHIL 84-121. 
177 CONST., art. II, §17. 
178 Id. at art. XIV, §14. 
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PART III 

CONCLUSION AND RECOMMENDATION 

 
Conclusion 

 
The PDP envisions to address the current and future large-scale 

challenges on human capability development. Ultimately, the promotion of the 
general welfare and quality life of the citizens are the starting points of fortifying 
our healthcare system. Various challenges on poverty alleviation, economic 
stability and social inequality are keeping us from realizing the supreme 
democracy. Presently, with the emergence of COVID-19 pandemic, the lack of 
available and sufficient healthcare has even forced us to surrender our liberty. 
Indeed, “We, the people” will not appreciate the blessings of democracy if the 
State fails to ensure the maintenance of peace and order, the protection of life, 
liberty, and property, and promotion of the general welfare.179 
 

There is a necessity to view the PDP on accelerating human capability 
development with the current economic realities and health crisis brought about 
by the COVID-19 pandemic. A careful review shows that the government has a 
challenging journey to face in adequately addressing the lack of accessible and 
affordable public health care. The health crisis has even signified that the 
negligence on promoting the right to health would lead to strict confinement of 
the twin beacons of justice—liberty and prosperity. The safeguard and nurture 
of liberty and prosperity requires the rule of law to realize lessons of the past, 
and more importantly, to live within the realities of the present.180 Priority on 
equitable access to medical services over the various regions of our country must 
be given over the concentration of healthcare facilities in one area. 
 

Recommendations 

 
The power of taxation plays an essential role in addressing the nation’s 

ever evolving health care challenges. The State’s role in healthcare delivery must 
be repositioned through effective synchronization of the implementation of tax 
laws with the PDP vision. Effectively implementing the PDP calls for efficient 
coordination among government agencies at all levels and the private sector as 
development partners. The current tax framework is zealously directed to spur 
economic growth with relatively minimal paradigm being shifted to rationalize 

 
179 CONST., art. II, §5. 
180 PANGANIBAN, supra note 43. 
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health and wellness initiatives. Thus, various approaches on tax reforms may be 
fully utilized in order to address the healthcare situation of our country. 
 

This paper recommends provision on tax incentives to further magnify 
investments on enterprises focused on health endeavor. Long-run tax measures 
must likewise form part of contingency strategies that can aid in pre-empting 
anticipated shortages of PPE during the most critical times. Even the continuous 
creativity and innovation of MSMEs focused on health and wellness products 
must be encouraged in order to magnify their social impact on health. Moreover, 
appropriate tax laws should be passed to strengthen the implementation of 
Universal Health Care Act with the objective of ensuring that all Filipinos are 
guaranteed equitable access to quality and affordable healthcare services. 
Revenues from sin tax collection can be utilized to implement the Philippine 
Nursing Act which is aimed at stabilizing a robust number of available public 
health care professionals who will attend to people’s medical needs. On a local 
sale, the revenue-raising powers of LGUs must be maximized in order to better 
finance socio-economic development projects. Meanwhile, positive health-
seeking behaviors may be induced through tax incentives. Enactment of tax laws 
may be considered in reducing the incidence of lifestyle-related diseases. Finally, 
influences of sustainable cultural development on health should also be 
considered in crafting tax laws.   
 

In recent years, the power to tax has indeed become a most effective tool 
to realize social justice, public welfare, and the equitable distribution of wealth. 

181 The economic pie must not only be fairly divided; it must also be enlarged so 
that more benefits could be spread to more people under the social justice 
principle of giving more law to those who have less in life. 182 Through 
transformative tax reform, the crossroad to the ultimate vision—the attainment 
of the true meaning of social justice—is not far-fetched. 

 
 

That in all things, God may be glorified! 
 

-o0o- 
 

181 Commissioner of Internal Revenue v. Central Luzon Drug Corp., G.R. No. 159647, April 15, 2005. 
182 Artemio V. Panganiban, Safeguard Liberty, Conquer Poverty, Share Prosperity (Part Two – For the Legal Profession), 
Luncheon Fellowship of the Philippine Bar Association, Tower Club, Makati City, March 26, 2014, available 
at https://cjpanganiban.com/2014/03/26/safeguard-liberty-conquer-poverty-share-prosperity-2/. 
 
 

https://cjpanganiban.com/2014/03/26/safeguard-liberty-conquer-poverty-share-prosperity-2/
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