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Abstract – The paper discusses the corruption challenges and solutions that the 

Bureau of Internal Revenue (BIR), the Philippines’ premier tax collection agency, faces. 

Corruption prevalence, causes and forms in bureau are identified.  Among the critical areas 

in tax administration identified as high risk for corruption are removal of excisable products, 

audit of taxpayers, processing of One Time Transactions (ONETT) and implementation of 

data fix.  BIR policies and programs that combat corruption schemes as well as the gains in 

implementing such programs are enumerated.  Other strategies that can be adopted to foster 

governance in the bureau are also discussed.  Lastly, the author reiterates that the sincerity 

and political will of the bureau’s leadership in combatting corruption is crucial in the 

success of the identified programs and solutions.   
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I. INTRODUCTION TO THE BUREAU OF INTERNAL REVENUE 

 

The Philippine government is dependent on the collection of national internal revenue 

taxes to finance its economic activities. The Bureau of Internal Revenue (BIR) is the agency 

tasked to raise revenues for the government. It is mandated to assess and collect all national 

internal revenue taxes as specified in the Philippine National Internal Revenue Code (NIRC) 

of 1997.  The BIR is headed by the Commissioner of Internal Revenue and assisted by four 

deputy commissioners. For the year 2016, it collected 1.567 trillion pesos representing 79% of 

the 1.980 trillion pesos total national government tax revenues (Bureau of Treasury, 2017). In 

the last ten years, the BIR’s tax collection accounts for 10% of the country’s gross domestic 

product (BIR Annual Report, 2015).  

 

 

II. TAX CORRUPTION CHALLENGES 

 

A. Prevalence   

 

Every year, the BIR’s collection goal has been increasing.  In order to attain its 

collection targets, the bureau adopts various programs.  Most often, implementing these 

programs requires direct contact with taxpayers. Such transactions pose high probability of 

collusion between revenue officers and taxpayers.   In several occasions, President Rodrigo 

Duterte expressed his negative perception of the BIR, citing the bureau along with the Bureau 

of Customs and the Land Transportation Office as the top three most corrupt agencies in the 
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country (Romero, 2016).  Upon his assumption into office, BIR Commissioner Caesar R. Dulay 

acknowledged that corruption indeed exists in the BIR.  The Duterte appointed tax 

commissioner described his job as an uphill battle.  In fact, Commissioner Dulay highlighted 

“cleaning up” the BIR from corruption as the other mandate that he got from the president, 

aside from the NIRC mandate of raising revenue to support government operations.   

 

 Corruption by the numbers in the Philippines can be gleaned from several surveys and 

studies.  Bloomberg Business in 20013, stated that the Philippine government is losing more 

than US10 billion dollars per year due to tax–related corruption. In 2003-2007, Dante Canlas, 

our former NEDA Director-General cited frequency in irregular payment of tax collections as 

the main reason for the Philippine’s dismal ranking of 97 out of 102 countries in the Global 

Competitiveness Index. For 2014 – 2015, the Global Competitive Index, ranks the Philippines 

at 52 out of 144 countries (World Economic Forum, 2014). The considerable gain in ranking 

since 2010 was attributed to the reforms instituted from 2010 to 2014.  In the same report, the 

Philippine economy was considered as transitioning economy from stage 1 to stage 2 along 

with other Asian economies like Iran, Kuwait and Mongolia.  The same index ranks corruption 

as first, tax regulation as third and tax policy as fifth among the problematic factors for doing 

business in the country. In other surveys like the 2016 Corruption Perception Index Report of 

the Transparency International, the Philippines was ranked 101 out of 176 countries alongside 

Asia Pacific countries like Thailand and Timor-Liste, Peru, Trinidad and Tobago from the 

Americas. Quoting from the website, citizens of such countries “…face the tangible impact of 

corruption on a daily basis.”  

 

TABLE 1.  BIR Rating in SWS Survey of Enterprises, 2005 – 2016  

Year Numerical Rating Adjectival Rating 

2005 -59 Very Bad 

2006 -58 Very Bad 

2007 -49 Bad 

2008 -56 Very Bad 

2009 -57 Very Bad 

2012 -20 Poor 

2013 -10 Poor 

2015 -4 Poor 

2016 -27 Poor 
Source:  Social Weather Stations (SWS).  The 13th SWS Survey of Enterprises on Corruption.  Paper 

presented at Hotel Elizabeth, Cebu City, 12 October 2016 

Note:  SWS terminology for net sincerity rating is:  Excellent (+70 and up), Very Good (+50 to +69), 

Good (+30 to +49), Moderate (+10 to +29), Neutral (-9 to +9), Poor (-29 to -10), Bad (-49 to -30), Very 

Bad (-69 to -50) and Execrable (-70 and below). 

 

Local think tanks also conduct corruption related surveys.  Table 1 shows that from 

2005 to 2016, the Social Weather Stations’ (SWS) Survey of Enterprises on Corruption, 

consistently rated the BIR as “Very Bad” in the years 2005, 2006, 2008 and 2009; “Bad” in 

2007 and “Poor” in the years 2012, 2013, 2015 and 2016 in terms of sincerity in fighting 

corruption. The 2016 Survey was conducted from February 2 to May 6 involving face to face 

interview with executives randomly drawn from large, medium and small enterprises. Seven 

sites were considered all over the country – Metro Manila, Angeles, Cavite-Laguna-Batangas, 

Iloilo, Cebu, Davao and Cagayan de Oro. From the same survey and with increasing number 

of respondents from year to year, it identified assessment and payment of income taxes as areas 

where their companies were solicited for bribes. 
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B. Causes and Forms of Corruption 

 

Corruption in the BIR is caused by various factors. First, is the low salaries of the 

employees, specifically the tax auditors and collectors.  The rates are not at par with those 

offered by the private sector and other government constitutional bodies.  Second, the 

Philippine tax system is marked by complex laws and regulations, allowing wide discretion of 

tax enforcers. Third, excessive red tape that provides for unnecessary requirements from 

taxpayers applying for clearances.  There are rooms for improvement in our taxpayers’ service:  

reducing the documentary requirements and decreasing the processing time in obtaining tax 

clearance are the most pressing areas. Fourth, historically studies and researches have attributed 

bureaucratic corruption in the Philippines to serious consequences of Filipino negative 

behavior such as politics and patronage, “pakikisama,” “utang na loob” and kinship (Brillantes 

and Fernandez, 2011).  These negative behaviors are characterized as:   

 

 Excessive politics and patronage – the Philippines is a country characterized by the 

domination of oligarchs and clans.    Party affiliation is not strong in the Philippines, it 

is common for members of Congress, our legislative branch, to have belonged to several 

different political parties at various times during the course of their careers.   

 “Pakikisama” (maintaining smooth interpersonal relationship) – this also refers to 

yielding to the wishes of the leader or the majority even when at times it contradicts 

one’s ideas or the common good. Corruption is carried out not just by one revenue 

officer but most often, they are in a group.  

 “Utang na loob” (debt of gratitude) – Filipino trait used to control or to enforce 

obedience and compliance.  Often, Filipinos will do something against their will or 

worse something illegal or immoral if such request is made against the backdrop of 

“pagkakautang” or indebtedness.   

 Kinship – “political families” are prominent; it is not unusual to see close family 

members holding key elective and appointed positions in government. 

 

The BIR is one of the pilot agencies identified as part of the implementation of the 

government’s Integrity Management Program (IMP).  In implementing IMP, the bureau 

received assistance from the Office of the President – Office of the Deputy Executive Secretary 

for Legal Affairs, the Ombudsman and World Bank to identify several risk areas that are prone 

to corruption. The risk register was crafted by first recognizing the agency’s vulnerabilities.  

Corruption Risk Assessment includes all forms of unethical behavior, inefficiency, 

vulnerability and gaps that potential risks can grow into real corruption when not managed 

(IMP Handbook, 2014).  Through several workshops of key BIR officials and representative 

employees, the areas vulnerable to corruption were determined using the Fraud Triangle 

Framework (OP-ODESLA, 2015). The three stages, categorized by the effect on the individual, 

can be summarized as:   

 

 Step 1:  the pressure on the individual – is the motivation behind the crime and can 

be either personal financial pressure, such as debt problems, or workplace debt 

problems, like shortfall in revenue. 

 Step 2: the opportunity to commit fraud – is the means by which the individual will 

defraud the organization. In this stage the revenue officer sees a clear course of action 

where they can abuse their position to solve the perceived unshared financial problem 

in a way that is unlikely to be discovered. 
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 Step 3:  the ability to rationalize the crime – is the final stage in the fraud triangle. 

This is a cognitive stage and requires the fraudster to be able to justify the crime in a 

way that is acceptable to his or her internal moral compass. 

 

Some of the risk areas identified are monitoring of establishments producing excisable product; 

audit of taxpayers using electronic Letters of Authority Monitoring System (eLAMS); 

processing of one time transactions for the issuance of electronic Certificate Authorizing 

Registration (eCAR); and implementation of data fix request.  Table 2 shows in details the 

corruption risks, schemes and effects under the identified critical area.    

 

TABLE 2.  BIR CORRUPTION RISK AREAS 

Critical Area 

 

Corruption Risk Corruption Scheme Effect 

Removal of 

excisable product 

Collusion with 

taxpayer/bribery 

Lack of personnel 

monitoring the 

removal of excisable 

product 

Excisable product 

removed from 

premises without 

paying the correct 

excise tax 

Audit of taxpayers 

(eLAMS) 

Collusion with 

taxpayer/bribery 

Closure of tax audit 

with deficiency taxes 

imposed less than 

the evaded tax 

liability 

Loss of tax revenue 

from audit 

Processing of One 

Time Transactions 

(eCAR) 

Collusion with 

taxpayer/bribery 

Use of incorrect 

valuation/ 

classification of 

property 

Loss of tax revenue/ 

delay in the issuance 

of tax clearance 

Implementation of 

data fix request 

Collusion with 

taxpayer/bribery 

Request data fix  for 

stop filer case to 

favor a taxpayer 

Resolution of stop 

filer case without 

paying the required 

penalties 
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III. TAX CORRUPTION SOLUTIONS  

 

A. BIR Policies and Programs to Combat Corruption 

  

As public servants and professionals, the BIR officials and employees adhere to the 

principle that a public office is a public trust and to the promotion of a high standard of ethics 

in public service. In his commitment and adherence to this principle, Commissioner Caesar 

Dulay has categorically stated during his first audience with the BIR employees that corruption 

must stop in the Bureau of Internal Revenue.  Immediately thereafter, he issued the “No Gift 

Policy” prohibiting all employees from receiving gifts (Revenue Memorandum Order [RMO] 

No. 40 - 2016). Since then, he has been closely monitoring the implementation of this policy. 

Aside from the “no gift policy,” CIR Dulay also issued the following orders with end goal of 

curbing corruption and erasing the BIR from President Rodrigo Duterte’s list of corrupt 

government agencies:   

 Revalidation of all existing eLAs before Revenue Officers could continue tax 

investigations or audits under the Run After Tax Evaders (RATE) Program (RMO 57-

2016);  

 Requiring all revenue officers to submit an inventory of all Outstanding List of 

electronic Letters of Authorities (eLAs);  

 Reducing the number of documentary requirements and processing time in the 

processing of in the issuance of tax clearances, eCARs;  

 Creating a special disciplinary committee to speed up the investigation of revenue 

officers who fail the test of integrity, competence and inefficiency in the performance 

of their audit functions (RMO, 54-2016); and  

 Conduct of trainings for personnel on public service values and ethics   

 

It should be noted that good governance and anti-corruption programs have been in 

placed at the BIR.  Under the new administration, the programs to strengthen good governance 

are:     

 

1. Use of information technology to combat corruption – IT automates our transactions 

and procedures, reducing delays and face-to-face contacts.  The core of this strategy is 

the availability of our eServices in our website such as eRegistration, eFPS (electronic 

Filing and Payment System), IRSIS (Internal Revenue Stamps Integrated System), 

eDST (electronic Documentary Stamp Tax), eBIR Forms, eBroad (electronic 

Broadcasting System), eComplaint, eSubmission, eAccReg, eSales, eReportCard, 

eORB (electronic Official Register Book), PayBIR, eLAMS, eTCVD, mRCOS, 

ARMS, TIN Ver and CRS (Collection Reconciliation System).  These eServices build 

transparency and trust by sharing information with our public.    

 

2. Promote Taxpayers Education – access to accurate information should be publicized 

adequately so taxpayers are aware.  All tax rules, rates, and procedures (BIR rulings 

and regulations) are published in our website.  Another area where BIR is keen on 

developing is on the conduct of tax information campaign or lectures in schools and 

universities.  This helps in inculcating the value of paying the right amount of taxes to 

students and young people.   

3. Cultivate and ingrain integrity to BIR employees – the Anti-Graft and Corrupt Practices 

Act governs all government employees and the BIR Revised Code of Conduct are 

drafted specifically for BIR employees.  These laws and regulations include provisions 
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on the misuse of state property, banning of certain activities such as seeking or 

accepting gifts, abusing government property and accountability of the head of office.  

 

4. Set-up an independent anticorruption organization – the Office of the Ombudsman is a 

constitutional body that prosecute government officials accused of graft and corruption.  

Revenue Integrity Protection Service (RIPS) is the anticorruption arm of the 

Department of Finance.  The Internal Affairs Service conducts and recommends 

appropriate actions or decisions on administrative cases filed against BIR personnel. 

Commissioner Dulay has created his own team to do life style checks on BIR personnel, 

independent of the activities of the mentioned offices. The team also handles corruption 

cases involving revenue officers.   

 

Although anti-corruption programs and projects in the bureau have been in existence since 

previous administrations.  These are supported by international donors and organizations.  

Under the new administration and the present BIR leadership, the issue takes center stage from 

day one of the leadership change.  Pronouncements on gift policies and observance of the 180-

day turn around for audit cases were announced on the first flag raising ceremony attended by 

the Commissioner.  Ease of doing business (paring down the number of documentary 

requirements and time to transact business in the bureau) is also one of the first reform agenda 

of the new Commissioner.     

 

 

B. BIR’s Accomplishments  

 

The BIR has passed the standards set by the Office of the Ombudsman’s Integrity 

Development Review Program in addressing the agency’s resistance, mechanisms and 

vulnerabilities in the area of human resource (recruitment and promotion and performance 

management). This was attained in 2011.  Such recognition means that “palakasan” or nepotism 

is no longer considered in the hiring and promotion of BIR employees and officials.   Moreover, 

in March 2017 the BIR’s Human Resource Development Service (HRDS) was assessed and 

awarded HR Seal of Excellence for having reached Maturity Level 2 (characterized by process 

defined HRM in the areas of recruitment, selection and placement; learning and development; 

performance management and rewards and recognition) under Civil Service Commission’s 

Program to Institutionalize Meritocracy and Excellence in Human Resource.  These 

recognitions show our gains in terms of addressing corruption in the recruitment and promotion 

of our human resource.   

 

      Another area that the BIR identified as critical in combatting corruption is ensuring 

transparency and educating taxpayers.  Our gains in terms of transparency can indirectly be 

measured by the increase in the number of feedbacks (including complaints) from the taxpayers 

on the quality of our front line services.  The pervasiveness of social media also helps us in 

getting the pulse of the taxpayers regarding our services.  The medium also serves as platform 

in reporting erring BIR revenue officers and employees.   

 Barely nine months from assuming the top post at the BIR, CIR Dulay’s anti-corruption 

program that centers on erring revenue personnel is marked by the following accomplishments:   

 

TABLE 3.  No. of BIR Employees Facing Administrative Action, July- December 2016  

Administrative Action  

 

No. of BIR Employees  

Formally charged  57 
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Show cause orders issued  321 

Preventive suspension orders served 40 

Dismissal orders of the CIR for DOF 

confirmation 

19 

Source:  Various Reports from the Internal Affairs Service – BIR, July to December 2016.   

 

Administrative charges range from violation of office rules to grave misconduct.  Table 

3 shows that from July to December 2016, the first six months of CIR Dulay, 57 employees 

were formally charged.  Moreover, 40 employees were served preventive suspension orders 

and 19 employees ordered dismissed by the CIR for final approval of the Secretary of the 

Department of Finance.   

 

The biggest number, 321 employees, were issued show cause orders.  These are revenue 

officers performing assessment or audit.  In March 2017, out of the 321 employees, eight 

revenue officers were charged with of gross neglect of duty.  The rest of the employees or cases 

are still undergoing investigation.  The erring revenue officers failed to terminate investigation 

of the tax cases assigned to them within the required period.  The Special Disciplinary 

Committee created by the commissioner will fast track the investigation procedures against 

these officers.    It is expected that more cases against erring revenue officers will follow.  Some 

are heeding his advice of getting out of the bureau before they are formally charged.  HRDS 

Records show the following personnel movement:   

  

TABLE 4.  BIR Separated Employees, 2016  

Position  

 

January to June 2016  July to December 2016  

Revenue Officer 

(Assessment)  

52 113 

Other Positions 58 61 
Source:  Personnel Division, BIR.  Report on the Separated Employees from January to  

June 2016 and July to December 2016.   

 

 Table 4 shows that the number of Revenue Officer (Assessment) who opted or were 

forced to separate from service in 2016 more than doubled in July to December 2016 when 

compared with the figures in January to June 2016.  As mentioned, July to December 2016 is 

the first 6 months in office of President Duterte and his appointed BIR Commissioner, Ceasar 

Dulay.   

     

HR practitioners in the bureau view the sudden surge in the number of auditors who 

opted for retirement or resignation as an indicator of the “fear-factor” that the President and 

the new tax Commissioner have instilled on the BIR employees regarding corruption.  The next 

challenge for the HR and BIR leadership is to recruit new revenue auditors and ensure their 

competence and integrity.     

 

 

IV. MEASURES TO FOSTER GOOD GOVERNANCE IN THE BIR 

 

For 2017, the BIR has identified three priority areas – attain collection targets, improve 

taxpayer satisfaction and protect revenues and recapture public trust.  Some of the activities 

under these priority areas that are deemed critical are:   
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 Conduct comprehensive taxpayer profiling and industry benchmarking  

 Streamline business processes, including review of issuances 

 Provide online facility for the processing of clearances and accreditation of brokers and 

importers 

 Simplify tax forms and reduce processing steps and documentary requirements 

 Continue the Run After Tax Evaders (RATE) Program 

 Implement the Attrition Law, discipline erring personnel and  

 Remove BIR from the Salary Standardization Law. 

 

The first five activities under the priority areas are geared towards the operations side.  

These are continuing projects aimed at enhancing our business processes and catering to the 

needs of the taxpayers.  The last two – implementation of the Attrition Law and removal of the 

BIR from the Salary Standardization Law are reforms centered on the core resources – the 

human resource.  Disciplining erring personnel as discussed in this paper is now a priority in 

the BIR.  Management Committee members of the bureau are working with the legislators in 

crafting a bill that would exempt BIR employees from the Salary Standardization Law.  Short 

term measure that was proposed with the Department of Budget and Management secretary is 

to upgrade the positions of BIR employees, specifically the tax auditors, so that they will be 

given higher salaries.   

 

Anti-corruption programs in the bureau or any tax administration to be successful lies 

in the organization’s foundation, its human resources.  Ensuring and cultivating the integrity 

of our revenue personnel continues to be the biggest challenge in fostering good governance in 

the BIR.  Quah in 2010 posed that “…the key factor in combatting corruption effectively in the 

country is the political will, or commitment of its leadership.”  Further, detection and 

punishment of corruption cannot be realized without the commitment of a country or an 

organization’s leader.  This paper discusses in details how BIR policies on corruption are 

continuously strengthened.  More importantly, resources are allocated in the bureau’s anti-

corruption drive. President Rodrigo R. Duterte and Commissioner Caesar R. Dulay are finally 

showing leadership commitment to stop corruption.   
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