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AN ACT TO STRENGTHEN THE SUSTAINABILITY AND COMPETITIVENESS 
OF THE PHILIPPINE MOTOR VEHICLE MANUFACTURING INDUSTRY

E xplanatory  Note

W ith poverty incidence am ong Filipinos reaching  26.3%  in the first sem ester of 
2015 an d  unem ploym ent an d  underem ploym ent ra te s  h itting  5.8% an d  18.9%, 
respectively as of J a n u a ry  2016, the  quality  of grow th recorded recently by the 
econom y leaves m uch  to be desired. Policym akers have partly  a ttrib u ted  th is  
lack  of inclusive growth to the  declining sh are  of the  in d u stry  sector in  the 
overall econom y w hich together w ith the  ag ricu ltu ra l sector is expected to 
generate  jo b s  su itab le  for low-skilled w orkers. In its  M arch 2014 report entitled  
Philippine Econom ic Update: P u rsu ing  Inclusive G rowth Through S usta inab le  
R econstruction  an d  Jo b  Creation, the  World B ank  recom m ends th a t 
governm ent en ac t in d u stria l policies to lend su p p o rt to the  sector.

One su b -sec to r offering trem endous potential for the  in d u s try ’s rebound  is the 
m an ufactu re  of m otor vehicle p a rts . As noted by form er N ational Econom ic and  
Developm ent A uthority D irector-G eneral Cielito H abito, it h a s  “strong backw ard 
linkages w ith local in d ustries , ind icating  strong  m ultip lier effects for the 
econom y”. F u rth e r citing a  2010 paper, he explained th a t  every PlOO w orth  of 
production  in  in d u stry  leads to a  rise in to tal econom ic o u tp u t by P367. A part 
from its  spillover effects to o ther industries , it provides for technology transfer 
to local firm s th u s  increasing  overall po tential of the  local economy.

Though the D epartm ent of Trade an d  In d u stry  (DTI) h a s  s ta rted  crafting its 
m otor vehicle in d u stry  roadm ap, there  is a  need  to en ac t a  specific law to 
en su re  consistency  of policy. A part from the  crafting of a  N ational Motor Vehicle 
M anufacturing  D evelopm ent Plan (NMVMDP), th is  bill seeks to provide the 
following fiscal incentives:

• Tax an d  duty-free im portation  of capital equ ipm ent
• D eduction on tra in ing  expenses
• Double deduction  on resea rch  an d  developm ent
• Option to d ed u ct from taxable incom e the  n e t operating loss incurred  

during  the  first th ree years  of operations for the  seven consecutive 
taxable years

In view of the  foregoing, the  im m ediate passage of th is  bill is sought.

LORENLEGARDA
Senator














