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ECONOMIC OVERVIEW

The Philippine economy looks set to outpace 
ASEAN-5 growth over the coming years

After expanding in 2019, the Philippine labour force 
decreased by 6% the following year

Labour participation recovered during 2021The Philippines is ASEAN’s most consumption-driven economy
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Growth path

The Philippine economy is back on 
a path to growth after contracting 
by almost one-10th in the first year 
of the Covid-19 pandemic: stringent 
containment measures across 
the archipelago saw consumption 
decline and unemployment 
rise during 2020. Vaccination 
programmes and a shift to more 
localised containment measures 
facilitated year-on-year recovery 
from the second quarter of 2021. 
According to the Philippines 
Statistics Authority, growth reached 
5.6% in 2021, led by manufacturing 
and construction, at 8.6% and 
9.8%, respectively. Despite the 
uncertainty induced by the May 
2022 presidential election, the 
country looks set to grow by 6.5% 
over the year, according to the IMF.

Sources: CEIC; IMF; PSA; World Bank

 ASEAN’s most consumption-driven economy
is on track for considerable growth
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GDP contribution by segment, 2020 
Value added (% of GDP)

Crops contribute around half of the segment’s value

Agriculture’s share of the labour force rose to around 
one-quarter in 2020

July 2019 July 2020

Gross value added in agriculture & fishing, 2020 (%)

Labour participation by sector (%)Agriculture   IndustryServices
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51.5 12.2 9.6 12.6 13.9

29.2

10.2

0 20 40 60 80 100

Support activitiesFisheriesPoultryLivestocksCrops

IndustryAgricultureServices

58.2

22.9 26.3

18.818.9

54.8

Sources: DoA; PSA; World Bank

Agricultural impact

The agriculture sector is critical 
to the Philippines’ recovery: the 
sector is key to socio-economic 
development in provincial areas and 
contributed around 9% of exports 
over 2016-20. This, along with its 
vital role in employment, positions 
it as a priority for policymakers. 
Food security and poverty 
reduction are two long-term goals. 
Farm support measures include 
those to reform rice procurement; 
decentralised farming programmes, 
such as the Provincial Agricultural 
and Fisheries Extension Systems 
initiative; and efforts to enhance 
technology and inputs. Incumbent 
challenges include environmental 
concerns; inequalities in 
infrastructure; and the balancing of 
farmer and consumer interests.

 Agriculture is important to socioeconomic
development across the Philippines
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Tax revenue accounted for 14% of GDP in 2020

Tobacco excise collections equalled 6% of 
tax revenue in 2020

Sin tax revenue made up 54% of the 
health budget in 2020*

Tobacco comprised 58% of sin tax 
collections in 2020*
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Manufactured tobacco export values rose by 48.6% in 2018-21

Tax revenue 
P2.5trn

Tobacco excise 
collections

P150bn

Tobacco 
P148bn

Sin tax revenue 
earmarked for health 
(collected in 2019) 

P94bn

National GDP 
P17.9trn

Tax revenue 
P2.5trn

Department 
of Health (DoH) 
and PhilHealth 

Budget 
P172bn

Total 
P254bn

*According to PNA data; figures may vary by agency. Due to rounding, 
the total may not correspond with the sum of the separate figure.

Alcoholic drinks 
P76bn

Sugar-sweetened 
beverages 

P31bn 

*figures may not equal 100% due to rounding

Sources: BIR; DOH; NTA

National contributions

The tobacco industry is a substantial 
contributor to the national economy, 
accounting for some 6% of tax 
revenue in the first year of the 
Covid-19 pandemic. So-called sin 
taxes for tobacco and alcohol, 
with legislation revised in 2012 
and effective from 2013, are now 
used to finance the national health 
budget – including Universal Health 
Care (UHC), signed into law in 2019. 
In 2020 sin tax revenue comprised 
54% of the health budget; tobacco 
collections, primarily cigarettes, 
accounted for 58% of all sin tax 
collections. Moreover, the increased 
value of manufactured tobacco 
exports in 2021, up some 26% 
compared to 2019 figures, signals 
sizeable opportunity for value 
addition within the country.

 Fiscal importance: Tobacco excise collections
accounted for some 6% of tax revenue in 2020
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2021*202020192018

The Philippine tobacco industry is a key contributor to public sector revenue

V
A

LU
E 

O
F 

TO
BA

CC
O

 E
X

CI
SE

 
TA

X
ES

 R
EL

EA
SE

D
 T

O
 B

EN
EF

IC
IA

RY
 L

G
U

s 
(P

 B
N

)

Excise tax revenue from tobacco products, 2018-21 (P bn)

136 132.5

149.7 148.8

0

5

10

15

20

25

201920182017

24.9

21.3

18

Tobacco collections are reinvested into tobacco-producing regions via local 
government units (LGUs)
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Local contribution

As well as being a substantial 
contributor to national public sector 
revenue and health funding, the 
Philippine tobacco industry creates 
wide-ranging opportunities for local 
communities and regional economies. 
Industry collections are reinvested 
into tobacco-producing communities 
through LGUs, according to their 
relative production values. Over 2017-
19 total reinvestment rose by 38%, 
from P18bn to P24.9bn, according to 
data from the BIR from April 2022. At 
the same time, income opportunities 
provided by the industry range 
from farms and factories to local 
marketing and retail. With increasing 
social responsibility, this underlines 
the delicate balance between 
business sustainability, public well-
being and consumer choice.

 The tobacco industry contributes to local
economies across the Philippine archipelago

*according to figures from the Bureau of Internal Revenue (BIR) in April 2022; 2021 figures may be estimated

1 Pilar, Abra P594.4m

2 Claveria, Misamis Oriental P518.7m

3 Balaoan, La Union P516.9m

4 Cabugao, Ilocos Sur P512.5m

5 Candon City, Ilocos Sur P506.1m

LGU shares from excise taxes on locally 
produced tobacco, November 2020*

1 Quirino, Isabela P288.5m

2 Roxas, Isabela P216.9m

3 Narvacan, Ilocos Sur P214.2m

4 Aurora, Isabela P192.3m

5 Mallig, Isabela P165.2m

Top-five LGUs, burley & native leaf

*as per Local Budget Memorandum No. 81, issued that month; 
2017 collections

Top-five LGUs, virginia leaf
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Sources: BIR; BOC; NTA; Official Gazette; PSA; WHO

 Despite inherent challenges, the tobacco industry
presents wide-ranging socio-economic opportunities

Covid-19 disruption
• Starting March 2020, disruptions from procurement to product distribution
• 2020 saw a 7.9% fall in consumer spending; 4.6% GDP growth in 2021, according to IMF’s January 2022 WEO

Tightening regulation 
• Laws since 2003 restrict smoking and tobacco advertising
• Warnings on packets have become pictorial and bigger

Rising taxation
• RA 10351, also referred to as the Sin Tax Reform Law, effective from 2013; tobacco taxes 

earmarked for health care
• Under RA 11346 passed in 2019, P5 annual tax hike on cigarette packs over 2020-23

Illicit trade
• Systemic challenge: smuggling and counterfeiting impact industry, communities and 

collections
• Further challenges in prevention during pandemic: supply chain disrupted; health response 

prioritised
• Estimated annual losses according to Congress members at an April 2022 NTA webinar 

include P26bn (by Rep. Jericho “Koko” Nograles) and P30bn-60bn (Rep. Jose “Joey” Salceda)

Emergent health-related risks
• Heightened awareness of respiratory health during the pandemic
• Indiscriminate sales and limited capacity to monitor quality during Covid-19

Farm & manufacturing jobs
• Some 2.2m directly or indirectly supported by the industry in 2019, according to National Tobacco 

Administration (NTA) estimates of employed and dependents 
• Field work a major source of family employment and informal employment

Distribution & retail employment
• Of this 2.2m, almost 1.7m Filipinos are financially supported by local marketing and sales 
• Street shops and vendors among dynamic employment opportunities

Tobacco exports
• Exports key to tobacco sector growth, including leaf and finished product 
•  Manufactured tobacco exports increased 2.5 times over 2017-19

Health care funding
• Tobacco collections support government efforts to extend UHC
• Consistent tax rates could enable sustainable social contributions

Community welfare in farming areas
• 5% of sin tax revenue apportioned to community welfare under RA 11346
• Opportunity for tobacco players to offer positive social impact

Reduced harm alternatives
• Local non-combustibles market presents growth opportunities
• Some international tobacco players had not yet launched vaping products 

locally as of early 2022
Challenges Opportunities

Number & value of illicit cigarettes seized, 2018-22*
Master cases of illicit 
cigarettes seized by 
Bureau of Customs 
(BoC) from 2019 
to Jan 2022

87,430 47m
Counterfeit 
tobacco excise tax 
stamps seized by 
BIR in 2018-20

P3.7bn
Lost tobacco excise 
taxes in 2018-21, 
according to 
BIR estimates

46.1m
Packets of cigarettes 
seized over 2018-21, 
according to BIR data

*data reports value/total of seizures; actual data likely to be higher

P3bn 
Lost tobacco excise 
taxes from 2019 to 
Jan 2022, according to 
BoC estimates
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Regional role

Sources: NTA; PSA

 Tobacco cultivation is particularly important
to northern regional economies

As of April 2022 tobacco 
cultivation was spread across 23 
Philippine provinces among 12 
regions, according to the NTA. 
In 2020 the Ilocos Region was 
the top producer, with a 69% 
share, according to PSA surveys; 
Cagayan Valley was second, with 
23%; Northern Mindanao ranked 
third. Although full-year tobacco 
production volumes for 2021 
were 5.9% lower than the year 
earlier, this was largely attributed 
to heavy rainfall over farms in 
Northern Luzon. The area planted 
for tobacco continued to climb, 
rising by 47.8% between 2019 and 
2022. This underlines the long-
term importance of the industry 
to rural economies, despite the 
challenges of 2020-21.

Tobacco farm area grew 
during the pandemic

The north of the archipelago dominates tobacco production volumes, Q1 2021*

Distribution of tobacco production by region, 2020*

Area planted for tobacco

Volume of tobacco production (tonnes)

(proportion of total dried leaves, %)

*according to the PSA's Crops Production Survey: quarterly, sampling five 
farmer-producers from top-five producing cities/municipalities per crop

*according to PSA's Crops Production Survey; distribution by region may vary from 2020 figures owing to methodology
**formerly known as Central Mindanao 

***also known as the Southwestern Tagalog Region

2019 18,600 ha

2020 27,800 ha

2021 26,600 ha

2022 27,500 ha

0 2000 4000 6000 8000 10,000 12,000

EASTERN VISAYAS

CENTRAL VISAYAS

MIMAROPA REGION***

DAVAO REGION

SOCCSKSARGEN**

WESTERN VISAYAS

CENTRAL LUZON

ZAMBOANGA PENINSULA

NORTHERN MINDANAO

CAGAYAN VALLEY

CORDILLERA ADMINISTRATIVE
REGION (CAR)

ILOCOS

1001-5000
>5000

<1000
No production

10,718.4

1,020.6

98.7

45.0

18.5

15.3

6.1

4.2

2.8
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Western Visayas - 0.5 CALABARZON - 0.1

69.3%
Ilocos

23%
Cagayan 
Valley

4%
Northern 
Mindanao 

3.1%
CAR
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Local marketing accounted for the lion’s share of estimated employed 
and dependents in 2019 Direct labour force totalled around 516,000 in 2019

TOTAL STAKEHOLDERS, 
INCLUDING DEPENDENTS: 2,177,800

EMPLOYEES & DEPENDENTS IN THE TOBACCO INDUSTRY
0 5000 10000 15000 20000 25000

TRADING/BUYING

LOCAL
MANUFACTURING

GOVERNMENT 

500,000 1m 1.5m 2m

LOCAL
MARKETING

CULTIVATION*

*Ilocos and Cagayan Valley regions only *according to NTA Sustainable Tobacco Enhancement Programme, 2021

2400

5500

24,600

462,500

1,682,800

No. of people directly employed in the industry*

Government

Local cigarette 
manufacturing

Trading

Farming

Sales

420,62589,147

4986
840
485

Sources: NTA; SEATCA

 More than 2m people in the country are
financially supported by the tobacco industry

Income generator

Tobacco is a common source 
of income for many Filipinos, 
beyond its direct labour force of 
around 516,000 people in 2019. 
Some 2.2m Filipinos generated 
earnings from the industry that 
year, according to figures from 
the NTA – the Philippine body 
with oversight of the segment. 
The most significant impact was 
in local marketing, including retail, 
which accounts for 29% of the 
total. Tobacco products are also 
sold by small informal outlets 
(so-called sari-sari stores) and 
street vendors – both of which 
play a pivotal role in informal 
employment. Farm employment is 
widely agreed to be higher than 
official figures as additional family 
members often contribute.

Employment structure of the tobacco industry

Farming Manufacturing
Buying & trading 

of leaves
Marketing & retail 

distribution
Government 

agencies

Mostly concentrated in 
northern region 

of Ilocos

Includes activities such 
as curing and re-drying

Control administration, 
revenue and overall 
agriculture sector

Almost entirely 
mechanised: small number 
of jobs relative to farming 

and distribution

Accounts for the most 
jobs: sizeable impact on 

informal employment 
through large number of 
street stores and vendors

TOTAL: 516,083
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Tobacco farming Manufacturing Distribution

Processing Suppliers Retail

Tobacco value chain

The tobacco leaf: from farm to factory

Seeds sown in 
seedbed

Replanted in 
field; 15-20 cm 

of height in 
two months

Tended to for 
two to three 

months

Harvested by 
leaf or plant

Dried and cured 
(defines leaf quality 
and character): sun 

curing for native; 
flue curing* for

 Virginia; air curing 
for Burley

Sorted by stalk 
position and 

quality 

Packed in bales 
and evaluated

Processed, dried, 
packed and 

shipped

Blended and 
made into final 

products 

*leaves hung in curing barns; dried using heated air

Sources: NTA; MDPI; PMI; PSA

 The leaf value chain is interdependent,
with multiple stakeholders

• Labour input often not counted as cost; profits modest but relatively consistent
• Average output per farm is 1.6 tonnes; annual value of raw tobacco per farm P131,227 (2019)

• Growing largely undertaken by contract farmer groups; some independent farmers
• Some 89,000 farmers cultivate 29,000 ha, 69% in Ilocos Region

• Small, multi-generational holdings; family-based cultivation
• 0.6 ha average holdings size (2019 data); 100% farms also grow other crops (2018)

The NTA’s Sustainable Tobacco Enhancement Programme (STEP) is one initiative to 
raise socio-economic standards in the industry 

• Viability and support system keep farmers in tobacco fields 
• Tobacco seen as a weather resilient and profitable long-term crop; consistent demand a key factor
• Loans accessible for contract farmers, for material and equipment
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Sources: NTA; PMI

 Growth opportunity: NTA’s STEP aims to raise
outcomes through block farming

Susta inable

Tobacco

Enhancement

Programme

NTA’s STEP

NTA roadmap approved: 
December 16, 2020

Duration: 2021-25

Factors culminate in low 
productivity

Lack of modernised farm 
machinery & facilities

Highly individualised 
farming strategy

Small average size of 
smallholder farms

STEP incentivises block farming, or the operational clustering of small 
tobacco farms

Aims include:

Enhanced efficiency and quality of output, and farmer incomes

Government facilitation of farmer training

Provision of technologies, including inputs and mechanisation

Economies of scale to reduce the cost of operations1

2

3

4
NTA block farming progress by end-February 2021

farm area under 
block cultivation

participating 
farmer-
cooperators

model 
block farms 
established

8 438.4 ha 636

Incumbent 
challenges to 

realising tobacco 
growth potential

NTA strategy 
to unlock 
growth 
potential
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While online sale of 
tobacco is permitted, 
volumes remain negligible 
despite some boost 
during the pandemic

Manufacturers reliant 
on retailers for bulk of 
sales; no specific retail 
licence required, point-of-
sale display & promotion 
allowed

Other producers 
include Continental 
Leaf Philippines and 

Trans-Manila 

Some 24,000 
wholesale traders also 

operate across the 
country (2015)

Floor prices 
periodically set 

through a tripartite 
exercise comprising 

government, farmers 
and traders

Tobacco leaf floor price varies by leaf type and grade, 2020/21*
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Grade (descending) by variant
Native: High grade, medium 1 and medium 2 
Burley: A-F
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 Large-scale manufacturers bring tobacco leaf
to the local distribution and retail market

Producers buy the bulk of their tobacco from contracted farmers and traders

Universal Leaf 
Philippines: US-

headquartered global 
firm responsible for 

up to 90% of local leaf 
supply; processing 

plant in Agoo, La Union 
province

Manufacturing

17 plants 
across the 

country (2018)

JTI invested 
some $450m in 

the construction 
and expansion of a 
new factory during 

2015-20

Largest manufacturers 
include Philip Morris 

Fortune Tobacco 
Corporation (PMFTC) 

and Japan Tobacco 
International (JTI)

Almost 700,000 points 
of sale (excl. vending 
machines & street 
vendors) for cigarette 
packets and sticks (2018)

Distribution largely 
controlled by 
manufacturers & local 
distributors

Distribution 
and sales
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Sources: DOH; Pulse Asia; Tobacco Control Laws

The Philippine tobacco industry 
remains dominated by cigarettes. 
Nevertheless, HTPs and vapes are 
gaining some traction: 4% of 1200 
respondents to a September 
2021 survey by polling body Pulse 
Asia use these devices. Uptake is 
considerably higher among young 
people. According to Global 
Youth Tobacco Survey 2019, some 
14% of 6670 Filipino youth aged 
between 13 and 15 reported 
using vapes within the preceding 
30 days. However, barriers include 
regulatory uncertainty and a 
relatively high one-time cost. 
As a sign of these challenges, 
some industry players were yet 
to launch these products in the 
domestic market at the time of 
writing in mid-2022.

Emergent trend

 The domestic vaping market presents
 an emerging growth opportunity

Sale of HTPs and vapes to under-21s prohibited
Act approved in January 2020,  

allowing an 18-month window for compliance

Vape flavours other than plain tobacco and menthol 
prohibited; enforcement can be a challenge

Vapes with health-related claims must 
first pass DOH evaluation

Some challenges persist for non-combustible tobacco products

While RA 11467 regulates the segment, uncertainty remains

Heated tobacco products 
(HTPs)* and vapes share a 
small but growing part of 
domestic tobacco market

Clear definition of 
technology used and  
evaluation of health 
claims remain a challenge

Appeal includes 
style, community and 
technology, particularly 
for youth – as well as 
convenience of use

Uptake slowed by higher 
one-time cost compared 
to cigarette sticks 

Taxation and regulatory 
measures are in place 
to manage the segment

Treatment on a par with 
tobacco in some regards, 
owing to health concerns 

*HTPs: a stick or pod of compressed 
tobacco, heated in an electronic device

HTP and vape taxes are rising but still generally lower than cigarette taxes

*nicotine combined with acid: enables higher nicotine strength than classic/freebase nicotine
**same taxation values as cigarettes
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A 2021 bill – pending at the time of writing, following approval by the House of 
Representatives – seeks to lower vape age restriction to 18 years, allow flavours, 

and permit advertising and sponsorship
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Source: DOH; Nielsen

Philippine tobacco market share (%)

OtherJTIPMFTC

61.8

36.731.428.7
1.1 1.3 1.5

67.370.2
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The cost of Filipinos’ favoured cigarette brands continues to rise
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The Philippine tobacco market 
is composed primarily of 
manufactured cigarettes: while 
cigars, hand-rolled cigarettes, oral 
tobacco and snuff are consumed 
in the market, roughly 90% of 
Filipino users smoke machine-
made cigarettes. PMFTC and JTI 
share the market with a respective 
breakdown of 62:37. Acquisitions 
since 2010 have enabled both 
players to offer brands across 
a wide price range. However, 
the price of Filipinos’ preferred 
cigarette brands continues to rise 
amid ongoing increases in tobacco 
taxation and tax collection. 
Smaller manufacturers, such 
as Associated Anglo-American 
Tobacco, account for just over 1% 
of cigarette output in the country.

Brand offering

 PMFTC and JTI account for the bulk
of the local tobacco market

Consolidation 
since 2010 has 

enabled leading 
players to offer 
a wide product 

portfolio

PMFTC

The Philippine arm of Philip Morris International (PMI) and 
homegrown Fortune Tobacco Corporation combined their 
domestic businesses into new entity, PMFTC, in 2010

Creation of a complementary brand portfolio, with PMI’s 
international brands, such as Marlboro, and Fortune’s local 
brands, such as the eponymous Fortune

Local holdings company Lucio Tan Group owns 99.6% of 
Fortune and in turn has a 49.6% stake in PMFTC

JTI

JTI bought tobacco business assets of Mighty Corp  
for P46.8bn in 2017

Mighty was the second-largest tobacco player in the Philippines,  
with a 23% market share

Mighty brought to JTI a nationwide distribution network and local 
brands, such as Mighty and Marvels, to complement JTI’s portfolio 

of international brands such as Winston, Camel and Mevius
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 The Philippines regulates tobacco sale, promotion
and usage in line with international standards

Sources: DOH; WHO

Control measures

The Philippines’ first 
comprehensive tobacco control 
laws came in the form of Republic 
Act 9211 in 2003. This legislation 
regulated all aspects of the 
tobacco industry, from production 
and packaging to promotion and 
sale. In 2005 the country joined 
the WHO FCTC, a global tobacco 
control treaty with 182 parties by 
May 2020. The country has seen 
multiple increases in taxes on 
cigarettes, and age and flavour 
restrictions on non-combustible 
and heated tobacco alternatives 
such as vapes, since 2013. Tobacco 
manufacturers are also required to 
register with a number of agencies 
including the BIR and the NTA; 
efforts are ongoing to align agency 
requirements and coordination.

The Philippines 
is a signatory 
of the WHO 

FCTC

Demand
Raising tobacco 
prices by hiking 

taxes

Regulation of 
the contents of 

tobacco products

Raising awareness 
via education, 

communication and 
training

• Centres of youth activity, such as schools, colleges  
and youth centres

• Elevators, stairwells and areas that  
present a fire hazard, such as  
petrol stations

• Hospitals, dental clinics, health  
centres and labs

• Unlawful to sell tobacco to minors (i.e., those below 18 
years of age)

• Purchase of tobacco products from a minor 
prohibited

• Minors prohibited to smoke or use other 
tobacco products

• From 2007 onwards, all tobacco  
advertising in media prohibited

• Advertisements and promotions  
placed inside shops allowed

• Ban on sponsoring sports or cultural  
events, or celebrities

“Cigarettes are addictive” or “Not for sale 
to minors” to be added on every packet

•  Law requiring display of graphic 
warnings came in 2014

•  Pictures must occupy one half of both sides of 
a cigarette packet

Government and 
industry measures 
to stop Illicit trade 

in tobacco

Limiting sales 
to and by 

minors

Support for viable 
alternative economic 
activities for farmers 

and workers
Supply

The WHO Framework 
Convention on Tobacco Control 
(FCTC) is a UN-endorsed treaty, 
published in 2003. Signatories 

are encouraged to establish 
and coordinate national 

agencies for tobacco control; 
implement laws to reduce 

tobacco use and addiction; and 
fund such measures.

Advertising 
and promotion 

restrictions

Minimum 
age

Warnings on 
packages

Tobacco 
Regulation 
Act of 2003 

introduced limits 
on smoking and 

advertising 

No smoking in 
named public 

places2017 saw a 
nationwide ban 

on smoking 
in all public 

places, including 
open public 

spaces, except 
in designated 
smoking areas
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TOBACCO EVALUATION

The Philippine tobacco industry has experienced multiple rate hikes over 2013-23

Sin tax contributions to health care almost tripled in 2014-20
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Tax Reform for Acceleration 
and Inclusion (TRAIN)

Sin Tax Law

*excluding VAT at 12.5%
**for packs priced >P11.50; those <P11.50 subject to P12 tax

***from July 1, 2018 to December 31, 2019
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Tobacco taxes have been on
a continuous upswing amid a 
decade of successive rate hikes 
since the 2012 introduction
of the Sin Tax Reform Law.
TRAIN, which came into effect in 
2018, was expected to raise rates 
to P37.50 in 2020, P40 in 2022 
and P41.60 in 2024. However, 
2019 amendments through RA 
11346 implemented a unitary 
rate of P45 for 2020, followed by 
P5 annual increases for the three
subsequent years. This equated 
to a one-third nominal increase 
between 2020 and 2024. With 
a 5% annual rise expected 
indefinitely from 2024 onwards,
maintaining robust tobacco tax
collections will be key to sustain
health care appropriations.

Rising taxes

Source: DoF; DOH; Official Gazette

 A decade of successive tobacco tax hikes has been
accompanied by consistent collections increases
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Sources: Alvarez & Marsal; BIR; EIU; Euromonitor International; JTI; PMI; Tobacconomics; WHO

Proactive tax measures, as 
advocated by the FCTC, have 
already impacted Philippine 
tobacco affordability; with a WHO 
tobacco tax score of 3.6 in 2020, 
the country ranks 20th globally for 
tobacco control stringency. The 
balancing of public health, industry 
sustainability and performance, 
public sector collections and 
consumer choice presents an 
ongoing challenge. The industry, 
which paid P148bn in taxes in 2019 
and directly or indirectly supports 
over 2m people, has accommodated 
incrementally higher sin taxes amid 
declining output and consumer 
numbers. Further hikes pose a risk 
of falling sales, revenue collection 
and employment – as well as the 
potential for a spike in illicit supply.

Taxation challenge

 Further tax increases present ongoing
challenges to the tobacco sector

Evidence suggests a causal link between high taxation and supply of illicit cigarettes* Case studies from other 
countries underline this link

Illegal trade 
grows when legal 
tobacco products 
become less 
affordable

+10%
rise in cigarette 
prices relative to 
consumer income 
consumption*

+7%
rise in 
illegal tobacco 
as a share of 
the total 

97% 
correlation 
between taxation 
and cigarette 
prices

Malaysia

37% excise tax increase in 
November 2015 saw illicit 
tobacco exceed 60% of total 
consumption

*According to 2021 analysis from global professional services firm Alvarez & Marsal, with sources including the Economist Intelligence Unit and Euromonitor International. 
Report evaluates 71 countries including the Philippines, or 92% of global cigarette retail value excluding China, over 2005-19. 

Strong Customs 
and border 
enforcement 
can help combat 
illegal tobacco; 
enforcement 
alone cannot 
offset 
unaffordable 
taxation policies
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Tobacco control in the Philippines has increased considerably in recent years

As of 2020 the Philippines ranked 20th globally – with the same 
score as Norway and first in ASEAN (with Singapore’s score of 3.3 
ranking second in the bloc and 36th globally). 

Philippine cigarette output declined by around 
one-third, 2012-19

WHO’s Tobacconomics Cigarette Tax Scorecard, 2014-20 *

**based on figures from slide 17: 37% for Marlboro; 
   50% for Mighty

Low affordability
While absolute cigarette prices in the 
Philippines remain in the average range, 
with a score of 2 in 2020, the country 
received the highest possible score of 5 
for affordability change and tax structure. 
Indeed, with P55 excise tax per 20-cigarette 
packet in 2022, tax could account for 
37-50% of the packet price for Filipinos’ 
favoured** cigarette brands.
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Sources: BIR; BoC; House of Representatives; NTA

 A multi-agency approach is required to
combat illicit tobacco trade at all levels

Challenges include the multi-
faceted strategies of illicit trade

• Posters to raise awareness, to be placed in sari-sari stores and disseminated through 
LGUs

• Production and dissemination of videos, including warnings of additional health 
challenges posed by illicit and unregulated cigarettes

• Inaugural webinar dedicated to combatting illicit trade, with representatives from the 
BIR, the BoC and the House of Representatives Committee on Ways and Means in 
April 2022 for some 150 attendees

• Issuance of alert orders based on shipment profiling 

• Coordination and sharing of illicit trade intelligence  
with partners, including ASEAN and Australian Border Force

• Coordination with Philippine National Police and Philippine Coast Guard for 
apprehension through checkpoints; products subsequently turned over to the BoC

• Internal Revenue Stamps Integrated System 
• Steps to enhance this web-based application for 

ordering, distribution and monitoring of stamps and 
payment of excise taxes

• Enables improved tracking and tracing of illicit 
cigarettes through taggant readers and mobile device 
application 

• Revenue Regulation No. 18 of 2021
• Issued in coordination with House of Representatives 

Committee on Ways and Means Technical Working 
Group 

• Includes a P10m-500m fine and 5-8 years of 
imprisonment for offences related to stamps, such as 
peeling or removal 

• Higher penalties if such offences exceed a value of 
P50m 

• Requires export manufacturers to register with the BIR 

• Strengthened coordination
• Inter-agency meetings, including the BoC and the 

Philippine Economic Zone Authority, to strengthen 
procedures/documentary requirements for product export

• Coordinated enforcement activity with National Bureau 
of Investigation regarding registration and product 
validation, and reporting requirements

• Periodic release of registered cigarette and e-cigarette 
brands, which helps to raise awareness of non-
registered/illicit brands among enforcement agencies

NTA

BoCBIR

• Majority of cigarette smuggling in 
the country is outright – without 
required importation documents, 
circumventing government 
agencies 

• Non-containerised smuggling 
is conducted through open 
shorelines such as Bataan, 
Batangas and Zamboanga, where 
large vessels turn off their radar 
close to the shoreline to avoid 
detection; smaller local vessels 
siphon shipments overnight and 
re-enter one-by-one 

• Two other means of illicit trade 
are containerised, or the non-
declaration of cigarettes in 
registered shipments; and the 
local manufacturing of cigarettes 
that are counterfeit or marked 
for export, before being sold 
domestically

Enforcement Agencies

• A number of enforcement agencies are responsible for combatting illicit trade in 
the country, including:

• National Bureau of Investigation
• Philippine National Police
• Armed Forces of the Philippines
• Philippine Coast Guard 

• This requires considerable coordination regarding enforcement activity – including 
registration and reporting requirements, as well as monitoring and apprehension
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Sources: Alvarez & Marsal; FFTC-AP; Official Gazette

 Tobacco policy could have wide-ranging
impacts across the archipelago from 2022

Planned taxes as of January 1, 2020, according last three 
Republic Acts, with 2012 and 2017 legislation overruled in 2019 
(P per packet of 20 machine-made cigarettes)

Sin Tax Law, 2012 TRAIN, 2017      RA11346, 2019

33.75* 37 45**

*figure calculated based on the RA’s provision for a 4% annual 
increase over P30 (2017), starting Jan 1, 2018 

**realised tax per packet based on RA in force as of early 2022

Taxation
Stable and predictable taxation, 
which could help the tobacco industry 
plan for long-term sustainability 
via growth and diversification. The 
economy may benefit from consistent 
revenue collection, employment and 
income opportunities.

Regulation
Moves to curb tobacco products 
further are weighed against likely 
adverse outcomes; as of early 2022 
cigarettes in the Philippines were 
relatively more unaffordable than 
more developed neighbours such as 
Singapore and Malaysia

Illicit trade
Illicit trade is checked both from 
the demand and supply side, 
with measures to support the 
affordability of legal cigarettes 
and enforce excise laws

Taxation
Tobacco industry accepts the current 
rate of excise tax increases as viable 
and is committed to contributing 
large share of sin taxes for health 
care and welfare

Regulation
Stringent regulations have remained 
since 2005, in line with the WHO 
FCTC treaty; cigarette manufacturers 
continue to incorporate the 
restrictions in business planning 
despite a steadily shrinking consumer 
market (around 1% annually over 
2010-18)

Illicit trade
Industry players face some 
competition from illicit trade; agencies 
and industry collaborate to control 
illicit supplies – which comprised 
between 7% and 8% of the cigarette 
market as of early 2022

Tobacco policy influence: socio-economic impact assessment under three graded scenarios

Taxation 
Frequent upward revision of tobacco tax rates, which 
could cause business unpredictability, lower affordability 
and create sustainability issues for manufacturers

Regulation 
Further raising of legal age or restrictions on distribution 
and sale, which could adversely impact farming, 
employment and revenue collection

Illicit trade 
Stricter tax and regulatory policies, which could boost 
illicit trade in cigarettes. In Malaysia, for example, a 37% 
excise tax hike in November 2015 saw illicit consumption 
exceed 60% of total consumption.



SUMMARY



BLUE HEADER

Philippines June 202224 OBG Economic Impact Report Source: source

CASE STUDY: Header
Header

Philippines24 OBG Economic Impact Report

1 2 3
6 Key Takeaways

June 2022

4 5 6Consistent increases in tobacco tax have 
been accompanied by rising collections 
and health funding via sin taxes over 
2014-20. While industry players recognise 
the importance of taxation and 
regulation, there are concerns that 
further rate hikes may lower affordability 
for consumers and boost illicit trade.

All stages of the Philippine tobacco 
industry, from cultivation and 
manufacturing to promotion and retail, 
are regulated. The industry accepts these 
checks as important for public health; 
however, stakeholders also underline that 
products are sold only to adults, who 
exercise their choice as consumers. 

Contribution

Regulation

Employment

Taxation

Challenges

As the country recovers from the 
pandemic, industry challenges include 
decreasing affordability amid rising 
taxation, and the resulting possibility of 
illicit trade. While non-combustible 
tobacco presents an emerging growth 
opportunity, barriers include regulatory 
uncertainty and high one-time costs.

With a wide-reaching value chain and 
multiple industry stakeholders, more than 
2m Filipinos are financially supported by 
the tobacco industry. The industry is 
particularly important for farming 
communities, such as those in northern 
Ilocos, as well as retail and informal 
employment across the archipelago.

The Philippine tobacco industry accounted 
for some 5% of all tax revenue in the year 
preceding the pandemic, and 55% of sin 
tax collections. Given the pivotal role of 
sin taxes in health care funding since 
2013, this illustrates the wide-ranging 
impacts of the industry across ASEAN’s 
most consumption-driven economy.

Outlook

More stable and predictable taxation 
could help the tobacco industry prepare 
for growth and diversification – 
particularly if illicit trade can be limited. 
The industry could offer consistent 
collections, employment opportunities 
and GDP contributions for the Filipino 
population over the coming years.
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