VAT Increase: A Crime Against the Poor, 2 Groups Say
Coming at a time when the Filipino poor experience the most trying times of economic hardship, taxing them 20 percent more can be considered a crime.
BY BULATLAT.COM
The 20 percent increase in the Value Added Tax (VAT), passed on third reading by the House early morning of Jan. 27, will affect mostly the daily consumption and expenditure of the Filipino poor, the NGO Center for Women Resources (CWR) and the militant Bagong Alyansang Makabayan (Bayan) said in separate position papers. 
In a memorandum earlier sent to the House Ways and Means Committee Chair Jesli Lapus, the Department of Finance (DoF) said that the proposed 12 percent VAT rate from its present 10 percent rate will have minimal effect on the poor. (The two percent increase is equivalent to 20 percent of the current 10 percent.)
Bayan Muna (People First) Rep. Teodoro Casiño quoted the DoF’s findings that said “if the expenditures of poor Filipino families were subjected to the 12 percent VAT, their burden will only be equivalent to P65.22 per month at the most.”
However, a study by the Center for Women’s Resources (CWR), a research institute on women, shows that the VAT adds more burden to the hand-to-mouth existence of the Filipino poor.
The daily consumption and expenditure covered by the VAT increase include food such as processed meat and dairy products, beverages, clothing, footwear and other wear, communications, recreation, medical care, water utilities and house rentals. It also covers drugs and medicine, most construction materials, machinery and equipment both for manufacturing and agriculture, wholesale and retail trade, pawnshops, dining centers, employment and recruitment agencies, motion picture production, hotels and motels. 
The CWR study shows that the expenses for the poor’s everyday meals such as noodles and sardines will increase by P0.10 to P0.19 if the two percent VAT increase will be approved by the Senate.  
The Filipino’s staple food, rice, is also likely to be affected. The CWR study shows that a family of five may have to shell out an additional P18.20 at the minimum to buy an average of 45.5 kg of rice a month. 
Commodities that undergo processing like some agricultural products such as pork, pork liempo, beef and beef brisket, dressed chicken and even brown sugar will be affected by VAT. 
And if pronouncements from the National Power Corporation (Napocor) were true, the CWR study also said that every household or establishment consuming at least 100 kWh of electricity may have to expect another round of power rate increases – about P29.86 to P40.24 more if the proposed VAT increase is imposed on power suppliers and generation companies. 
Regressive measure
Since the VAT is a tax levied on every process of production of goods and services, it is the end-user or consumer who absorbs the bigger share of the tax burden, the Bayan position paper said. 
Bayan said this makes the VAT a regressive measure against the poor since “people are taxed not based on their ability to pay but based on a fixed rate.”
This means that the rich and the poor pay the same VAT for a particular product with the rich actually paying less based on the percentage from his or her income. 
Meanwhile, the Alliance of Legislators Against Regressive Taxes (Alert) reported that in various House deliberations, the DoF has consistently argued that the VAT is “progressive” because its liability depends on consumption rather than income. “Or simply put, the more you consume, the more taxes you pay,” Casiño countered. 
Alert added that “the DoF’s logic violates the basic principle of progressive taxation that a tax should be linked to one’s ability to pay.” 
IMF imposed
It must be recalled that in its Memorandum on Economic and Financial Policies (MEFP) to the Philippines on June 30, 1999, the International Monetary Fund (IMF) recommended to the Estrada administration to increase the VAT rate following the Asian financial crisis.  
The IMF revived the proposal only last year as President Gloria Macapagal-Arroyo was about to be proclaimed for a full six-year term, the Alert statement said. The IMF based its recommendations on what it called international evidence indicating that raising the VAT would significantly increase tax revenues even for a country with low collection efficiency. 
However, the House representatives were not receptive to the idea then because it would only punish honest taxpayers, the Alert statement added. Instead, Alert said “the government proposed the lifting of VAT exemptions on certain sectors – the shift to Gross Income Taxation (GIT) and the tax amnesty.”
The IMF has since rejected the two measures resulting to the recent passage of the 12 percent VAT increase in Congress. The proposal now awaits decision at the Philippine Senate where it would be subject to a bicameral committee hearing before the upper chamber passes it into law. 
Meanwhile, the minimum wage earners’ demand for a P125 across-the-board wage increase is at a snail’s pace in Congress. Bulatlat
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	Commodity
	Current Ave. Price
	Without VAT
	10% VAT
	12% VAT
	Minimum Expected New Price
	Minimum Expected 
Price increase

	Rice (kg.)
	22.00
	20.000 
	2.000 
	2.400 
	22.400 
	0.40 

	Cooking Oil (lapad)
	18.00
	16.364 
	1.636 
	1.964 
	18.327 
	0.33 

	Coffee (25g.) 
	18.00
	16.364 
	1.636 
	1.964 
	18.327 
	0.33 

	Sugar (white/kg.)
	27.00
	24.545 
	2.455 
	2.945 
	27.491 
	0.49 

	Milk (200g.)
	39.00
	35.455 
	35.455 
	4.255 
	39.710 
	0.71 

	Sardines
	10.00
	9.100 
	0.910 
	1.092 
	10.192 
	0.19 

	Laundry soap (bar)
	16.00
	14.544 
	1.454 
	1.745 
	16.289 
	0.29 

	Bath soap
	22.00
	20.000 
	2.000 
	2.400 
	22.400 
	0.40 

	Noodles
	5.50
	5.000 
	0.500 
	0.600 
	5.600 
	0.10 

	Corned beef
	23.00
	20.910 
	2.091 
	2.509 
	23.419 
	0.42 

	LPG (11 kg. Cylinder)
	390.00
	390.000 
	- 
	46.800 
	436.800 
	46.80 

	Pork (kg.)
	145.00
	131.840 
	13.184 
	15.821 
	147.661 
	2.66 

	Chicken (kg.)
	95.00
	86.340 
	8.634 
	10.361 
	96.701 
	1.70 

	Beef (kg.)
	180.00
	163.636 
	16.364 
	19.636 
	183.272 
	3.27 

	Formula
	 

	Column B = Column C + Column D

	E = C x 12% proposed VAT

	F = C + E
	 
	 

	G = F – B
H = ((F – B)/B) x 100
	 
	 


Despite what some solons say, noodles, sardines and some agricultural products will be affected by the proposed VAT increase. Consumers may have to shell out at least P0.10 per pack of noodles and at least P0.19 per can of sardines if the 2% VAT increase will be approved by the Congress. 
Some agricultural products like pork, pork liempo, beef and beef brisket, dressed chicken and even brown sugar will be affected by the VAT rate hike as these commodities have already undergone processing. 
A family of five may have to shell out an additional P18.20 at the minimum to buy an average of 45.5 kg of rice per month. This is equivalent to almost a kilo of rice at the prevailing average price. 
Every household or establishment who consumes at least 100 kWh of electricity may have to expect P29.86 to P40.24 power rate increase if the 10% to 12% VAT is imposed on power suppliers and generation companies, based on the data released by Napocor. 
The value of the peso may diminish by P0.18 to P0.20 if the 12% VAT is approved, or at least 1.8% to 2% inflation rate due to VAT increase alone. For minimum wage earners in the NCR, this may mean slashing their daily wages by at least P5 to P6. 
The proposed VAT increase may render the peso nearly valueless. When compared to the average prices in year 2000, the true value of the peso (or purchasing power of the peso) may slide to P0.51 from its current value of P0.53 due to VAT increase alone. Posted by Bulatlat
For queries or interviews, please contact Jojo A. Guan (CWR Deputy Executive Director), or Shirley Nuevo at 926-1956 or 411-2796. 
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