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Tax or the method taxation has always been an economic and political issue not only in the Philippines but in other countries as well. Some people view it as a burden while others consider it as a tool to achieve economic growth.

Fundamentally, a tax is a financial charge or other levy imposed on an individual or a legal entity by the government or an equivalent organization. It is not a voluntary payment or donation, but an enforced contribution, exacted pursuant to legislative authority. Funds provided by taxation is used to finance a country’s expenditures to fund public services and finance the operation of the government itself. When taxes are not fully paid, civil or criminal penalties may be imposed on the non-paying entity or individual.

Basically, governments use different kinds of taxes and vary the tax rates. Economists say this is done to distribute the tax burden among individuals or classes of the population involved in taxable activities, such as business, or to redistribute resources between individuals or classes in the population.

In the Philippines, there are at least eleven known taxes imposed on institutions and individuals. These are:

· Documentary stamp tax - a tax on documents, instruments, loan agreements and papers evidencing the acceptance, assignment, sale or transfer of an obligation, rights, or property incident thereto. 

· Donor’s tax - a tax on a donation or gift, and is imposed on the gratuitous transfer of property between two or more persons who are living at the time of the transfer. 

· Estate tax - a tax on the right of the deceased person to transmit his/her estate to his/her lawful heirs and beneficiaries at the time of death and on certain transfers which are made by law as equivalent to testamentary disposition.

· Income tax - a tax on all yearly profits arising from property, profession, trades or offices or as a tax on a person’s income, emoluments, profits and the like. 

· Percentage tax - a business tax imposed on persons or entities who sell or lease goods, properties or services in the course of trade or business whose gross annual sales or receipts do not exceed P550,000 and are not value-added tax (VAT)-registered. 

· VAT - a business tax imposed and collected from the seller in the course of trade or business on every sale of properties (real or personal) lease of goods or properties (real or personal) or vendors of services. It is an indirect tax, thus, it can be passed on to the buyer. 

· Withholding tax on compensation - the tax withheld from individuals receiving purely compensation income. 

· Expanded withholding tax - a kind of withholding tax which is prescribed only for certain payors and is creditable against the income tax of the payee for the taxable year. 

· Final withholding tax - a kind of withholding tax which is prescribed only for certain payors and is creditable against the income of the payee for the taxable year. 

· Withholding tax on government money payments - the withholding tax withheld by government offices and instrumentalities, including government-owned or -controlled corporations and local government units, before making any payments to private individuals, corporations, partnerships and/or associations. 

· Excise tax - a tax imposed on goods manufactured or produced in the Philippines for domestic sale or consumption or any other disposition. It is also imposed on things that are imported. 

· Capital gains tax - a tax imposed on the gains presumed to have been realized by the seller from the sale, exchange, or other disposition of capital assets located in the Philippines, including pacto de retro sales and other forms of conditional sale. 

Recently, the tax levied on the financial income of persons and corporations (personal income tax) became a prime issue as some economists argue that the country would be better off if income tax is abolished. 

In a paper entitled "Why Income Taxes Can Be Abolished, Consumption Taxes as Main Government Revenue Source," Bienvenido Oplas, Jr. said that economic activities by productive individuals and enterprises always create jobs, and expand production of food, housing, clothing, transportation, other human needs. Hence, they already serve welfare functions to society and should not be penalized with income taxes and bureaucratic licenses and permits.

The economist also pointed that there are plenty of consumption-based taxes already in place like VAT, sales tax, excise tax, import tax, vehicle registration tax, and travel tax, among others.

Based on Mr. Oplas’ quantitative analysis, one major impact of zero income tax, especially on personal income, is large-scale job creation. 

"A household with combined withholding tax of say, P6,000 per month will experience an equivalent "wage increase" of the same amount. That amount would be used to hire a nannies or housemaid, or increase food consumption if the family size is big, creating new jobs in the food production sectors," Mr. Oplas said. "Moreover, taxing people on their consumption is much easier to administer because they give clear hints of what are their consumption preferences are," he added. 

Another supporter of the abolition of income tax said that low-income people who paid no or low income tax and low consumption tax before will not be worse off in a new situation where consumption taxes are higher. "With plenty of job opportunities around, moving to high-paying jobs should be easier if one has sufficient ambition and industriousness," he said.
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