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“MAP STATEMENT OF THE WEEK”
7 June 2010
HOW PRESIDENT AQUINO CAN LIVE UP TO HIS PROMISE NOT TO RAISE TAXES? 
Outgoing Finance Secretary Gary Teves has recommended that the value added tax (VAT) be increased from 12% to 15% by the incoming Aquino government.  Secretary Teves is worried about the ballooning of the deficit and the precarious situation of the 2010 budget which is fast-running out, both legacies of the outgoing Arroyo administration.
Increasing taxes at the start of the new administration will be a very unpopular move by President-elect Aquino.  Secretary Teves’ suggestion will definitely erode the goodwill of the new President.
But the reality of the huge deficit the Arroyo administration will bequeath to the incoming President must be faced head on.
Without raising taxes, tax collections can be improved if:
1. the new government will strongly motivate and encourage taxpayers to pay the right taxes on a serious promise that all tax collections will be used only for legitimate government disbursements;
2. the new government will commit to the honest taxpayers that they will be treated with respect and will not be harassed by the tax examiners.  There are many honest taxpayers who want to pay the right taxes but still have to contend with tax examiners with a cash agenda;
3. cheating or delinquent taxpayers will be dealt with the full force of the law and with dispatch.
On the spending side, with the help of management groups, President Aquino can set up a task force to review government expenditures and projects by seriously questioning WHY?
All expenditures and projects must be necessary and aligned to national goals.  If the goals of the new government are clear, projects funded by the pork barrel should qualify as necessary to meet the administration goals.
These projects and expenditures can be ranked in terms of their priority and benefit to the taxpaying public.  As in the private sector, the cost-benefit analysis should be a major consideration in evaluating and prioritization of projects.
We have suggested that the new administration answer four questions when deciding the selection of priority projects. WHY expenditures and projects are needed? WHAT are the alternatives and have they been fairly evaluated? And HOW is the project to be executed?  Just as important is WHO should be awarded major contracts?
By initially understanding the loopholes of the Procurement Reform Law and later on amending the law, tremendous savings are possible.
In NBN-ZTE for example, the “bukol” or bribe was 40%. Getting rid of those “bukols” can save a lot of money for government.
Members of the Management Association of the Philippines (MAP) are ready to help President-elect Aquino to live up to his promise not to increase taxes and to achieve his goal to get rid of corruption in the disbursement of funds.
Feedback at <map@globelines.com.ph>.  The previous statement can be viewed at http://map.org.ph/members/mappingthefuture.php?dir=MAP%20Statement%20of%20the%20Week
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