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I. INTRODUCTION 

The primary purpose of the tax system in any country is to distribute the 
funding cost of government activities as equitably as possible the 
population. 1 If revenues generated are insufficient to meet expanding 
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government expenditures, funding the deficit should be seen as a mere short-
term remedial measure. Otherwise, the fiscal position of government will be 
compromised through an increasing debt burden. 

Two macroeconomic issues that confront both the government and the 
private sector today are the escalating fiscal deficit and the dwindling tax 
effort ratio.2 Hence, the two big questions that seriously bother government 
and business today are, first: how can the fiscal deficit3 be reduced? And 
second, how can the country's tax effort ratio4 be increased? 

These two questions are very much related and are connected with each 
other. The first has to do with both public expenditures and revenues while 
the second has to do with revenues only. But both have a bearing on the 
type of tax system that the country has to adopt to abate and resolve the 
issues raised. These questions require paramount attention and immediate 
and appropriate action. 

II. THE PURPOSE AND REALITIES 

The purpose of this paper is not to provide a direct prescription to the 
declining revenue collection and the increasing budget deficit both in 
relation to GDP. Rather, the purpose of this is to present a framework 
or roadmap that aims to address the twin problems of reducing the fiscal 
deficit and increasing the country's tax effort ratio. The government cannot 
simply disregard business. Similarly, business cannot dictate its own terms 
without taking into account the real needs of the government. It is essential 
that the interests of both are addressed and managed for the common and 
greater good. Hence, the proposed framework will consider the concerns of 
both government and business. 

Acceptance of certain realities is indispensable if we are to discover the 
relevant, and realistic solutions. Some of the realities that should bt! 
recognized are: First, the revenue and deficit problems are systemic in nature. 
A hodge-podge approach, such as creating new taxes and/or increasing the 
rates, may prove to be unacceptable, and once implemented become difficult 
to correct. This has been seen in the past. More often than not, this kind of 
approach served to magnifY the problems rather than solve them. 

2. Asian Dev,..lopment Bank, Philippines Economic Assessment, ASIAN 
DEVELOPMENT BANK OUTLOOK (2004) available at 
http://www.adb.org/Documents/Books/ AD0/2oo4/phi.asp (last accessed Aug. 
29, 2004)· 

3. Id. The fiscal deficit stood at 5.6% of Gross Domestic Product (GDP) in 2003. 
4· Id. The country's tax effort ratio was a mere 13.3% of the GDP in 2003. 
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IX. CONCLUSION 

Fixing the applicable tax system of the country is not the sole responsibility 
of government. It is equally shared by the citizens as well. The success of this 
endeavor depends upon the executive and legislative branches of the 
government as well as the private sector who are called upon to set aside 
their own interests in favor of the common good. Indeed, this entails 
making great sacrifices. 

This challenge is posed to every Filipino. 
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J. INTRODUCTION 

The case of Corazon G. Ruiz v. Court of Appeals and Torres1 appears to be the 
leading case that lays down the doctrine on unreasonable or exorbitant 
interest rates. In Ruiz, a contract ofloan was entered into by and between a 
private lender and a private borrower. It was stipulated thereil'l that the 

'03 J.D., second honors, '99 A.B., cum laude, Ateneo de Manila University. St. 
Thomas More Most Distinguished Awardee. Editor (2002-03), Staff (2oor-o2), The 
Ateneo Law journal. SyCip Salazar Hernandez & Gatmaitan Law Offices. 

Past works of the author include A Synthesis if the Colloquium on Indigenous 
Peoples, 47 ATENEO LJ. 775 (2002); The People Power and the Supreme Court in Estrada 
v. Arre>yo, 47 ATENEO L.J. 8 (2002). 

Cite as 49 ATENEO LJ. r63 (2004). 

I. 40I SCRA 4II (200J). 


