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EXECUTIVE SUMMARY

A citicd gep to the determination of the framework for the politicd economy
of Philippine commitments in APeC is the identification of the players or interest
groups that influence and are affected by the new legidaion requirements A sample
of respondents was drawn from the following actorsand  interest groups:

(@ Congressof the Philippines (legidative branch);

(b) Government agencies (executive branch);

(c) Business sector;

(d) the Academe;

(e Civil sodiety groups, such as labor and religious organizaions.

The gengd opinions regading trade liberdization as a policy may be
cassfied into two: one which views liberdization as dther dedrable or inevitadle,
and the other which is suspicious of its dlam to longrun benefits.  Those respondents
who view liberdization favorably have, & the same time, expressed the point thet
safety nets must be put in place for sendtive sectors such as agriculture. It gppears
that none of the interviewees are opposed to the idea of the Sate providing a means of
eedng the inevitdble economic didocation tha liberdization brings Such
ingruments may include the provison of subsdies or the management of the pace of
liberdization. On the other hand, those gengdly uncomfortable with the generd
podtion of the Philippine govenment regarding liberdization ae more likdy to
egpouse idess traditiondly associated with the Left. Wha is interesting, however, is
that in a few cases the oppostion is sdective and diffaent across industries (adamant
when it comes to agriculture, yet willing when it comesto retall trade).

The pece of libedizaion is an importat theme tha recurs within the
interviews. There are those who would prefer to gpproach the policy cautioudy given
the economic conditions prevailing around Southeest Ada  In generd, however, the
notion seems to be that consensus in favor of fulfilling Philippine commitments to
APEC may be better gained if the government can put the proper safety nets in place.
Vey few of the respondents within the politicd mainstream seemed adamant about
their views on liberdization. Mot of them were willing to direct ther efforts through
more traditiona channds of policymaking, such asthe writing of position papers.

The awareness of gspecific commitments to APEC by the Philippines among
interviewees gppears to be rdaivedy low, except for those who have direct
involvement  with  APEC activities. ~ There gopears to be an information deficit
epecidly between the executive branches of government, which take care of policy
planning and advocacy, and the legidative branch made up of wha may be better
referred to as “generdists’ -- who will, in the end, enact the endbling legidaion. In
many indances, interviewees were not ale to meeningfully distinguish between APEC
and the WTO as mechaniams for liberdization, and thus answered in terms of rather
broad gtatements.  One of the reasons for this date of affars is the fact that there has
only been one LEDAC meding in which the two branches of government are supposed
to hamonize and prioritize legidative messures  During the Ramos adminidration,
LebAac met monthly. This has resulted in amuch wesker consultative mechanism.



The study found thet the main impedimentsto APEC-rdlated legidation are:

(1) Inadequacies in Leadership in the Executive and Legidative
Branches. Compared to the previous adminidration, the Presdent and
Spesker of the House of Representaives are perceved to be less
asative in pushing for a proliberdization legiddive agenda The
Legidaive-Executive Devdopment  Advisory Council (LEDAC) does
not meet regulaly, in contragt to the time of former Presdent Fdd
Ramos and former Spesker Jose de Venecia who were both
accomplished codition builders.

Moreover, the mgority of congressmen have little familiaity with and
interest in APEC matters Many of them spend much of ther time
atending to the needs of their condituencies -- and, as a result, are more
prone to the influence of spedid region-based interest groups.

(2) Existence of entrenched special interest groups and lobbies. This
gopears to be expecidly true in the retall trade and agriculturd sectors.
The impact of these specid interest groups is not as widdy felt, it seems,
in the banking sector.

(@ Absence or inadequacy of infrastructure that would allow industries
to compete. A frequent obsarvation which occurs among the interviewees
is that the consensus toward liberdization would be built on sronger
gound if the infrastructure needed to make locd industries more
competitive existed.

(@ Ambivalence regarding the supposed gains from liberalization.
Resarvations come largdy from respondents who have professed little
fath in the “invisble hand” of maket forces or of the “trickle-down’
mechaniam. They fear that such gans may not automaticadly reach the
sectors where they are needed, and thus increase income inequaity — both
across and within nations.  As such, government intervention, perhaps
through redidributive measures as safety nets and progressve taxes, is

argued to be necessary.

Snce globdization appears to be an irreversble process our lavmakers must
be more aware of ther responshility to hep reduce the cost of adjusting toward a
more liberdized trading environment and thus, lessen the frictions associated with the
trangtion. However, it must be noted that liberdization efforts, especidly those thet
have been concluded in a multilaterd framework, are more likely to produce the sort
of pressure that will generate a stronger degree of commitment from the implementing
government. In this sense, it produces the necessacy momentum that is needed to
address gdructurd  problems more aggressively, both for the short teem and the long
term.
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THE POLITICAL ECONOMY OF PHILIPPINE COMMITMENTS
TO APEC: THE LEGISLATIVE RECORD *

Dr. Wilfrido V. Villacorta, Dr. Tereso T. Tullao, J., Dr. Angdo A. Unite **

Abstract

The objective of the sudy is to examine the politicd economy of enacting new
legidation required to fulfill the commitments of the Philippines in APEC. In
paticular, the paper describes the process involved in the formulation and
Odiberation of proposed legidation, identifies the players involved in this process,
examines the conflicts of interest encountered in ensuring the passage of such
legidation and proposes measures to address these problems.

This dudy limits itsdf to three areas (9) retal trade, (b) financid services, and
(c) the agricultura sector.

The sudy cadogues the mgor commitments of the Philippines to APEC in
the above-mentioned three aess andyzes the legidaive measures that seek to
operdiondize these commitments, identifies the various interest groups involved in
the process of formulating the required legidaive messures, and examines the datus
and adequecy of the legidaive measures in meding the requirements of liberdization
under APEC in the three areas of concern.

1 Introduction
1.1 Objectives

The objective of the study is to examine the politicd economy of enacting new
legidation reguired to fulfill the commitments of the Philippines in APEC. In
paticular, the paper desribes the process involved in the formulation and
ddiberation of proposed legiddtion, identifies the players involved in this process,
examines the conflicts of interes encountered in ensuring the passage of such
legidation and proposes measures to address these problems.

This gudy limits itsdf to three areas (@) retal trade, (b) financid services, and (C)
agricultura sector.

Thetasks of thissudy are:

(1) Cadog the mgor commitments of the Philippines to APEC in the above-
mentioned three aress,

* Thisstudy is part of the research project “ Codition Building and APEC”, funded in whole by the

Philippine APEC Study Center Network (PASCN).

** The authors are from The Yuchengco Center for East Asia of De La Sdle Universty and they
gratefully acknowledge the research assstance of Mr. Gerardo Largoza, Mr. Juan Dayang, J.,
Mr. Gaudencio Hernandez, Jr. and Ms. Rosdie H. Guerrero.



(2 Andyze the legiddive messures that seek to opediondize these
commitments;

(3) ldentify the various interes groups involved in the process of formulaing the
required legidative messures, and

(4) Examine the daus and adequacy of the legidaive messures in meeting the
requirements of liberdization under APEC in the three areas of concern.

1.2 Analytical Framework

This dudy adopts the politicd economy framework in examining Philippine
APeC commitments.  Politicd economy concerns itsdf with the digribution of the
burden of adjusments in economic policy. It addresses the quesion of who will pay
for the losses of those margindized. Are the winners to compensate the losars, for
ingance, or should the latter be left to fend for themseves on the way to a better
socid  re-dlocation  of  resources? These policy postures have ideologicd
implications

When the Philippines joined APec, the naion had to be confronted with such
choices. Liberdization under APeC tends to favor consumers but involves sacrifices
and risks for some locd producars It mekes for freer competition and minimum
management of the economy by the date  Liberdizaion lifts controls over the
financid market and, it may be argued, increases the chances of assault agang the
loca currency.

In the discusson of devdopment and liberdization, there ae sthools of
thought that figure prominently. The mercantilis approach places vaue on dae
intervention as a critica ingrument for devedopment and to safeguard the nationd
interest. It bdieves in looking after loca entrepreneurs and in providing safety nets
for losars in the playing fidd. Mercantilisn as a philosophy tekes the dae as the
primary unit of andyds and as such, wedth is measured according to the baance of
payments or Smilar accounts. Nationd wefare is desrable but only in s far as it
does not compromise sovereignty or the nationd interest.

The neodasscd (liberd) school tekes the postion that development is best
achieved through the free operation of market forces domedticdly and internationdly.
Badcdly, it bdieves in levding the playing fidd axd encouraging foreign
competition.  The proponents of this school ae convinced tha economic growth
ggnificantly increases with the adoption of liberdization messures.

Findly, the dructurdids advocae a spedid qudity of intervention that will
make the market more efficient and economic growth more sudaingble. It ams a
increesing the gains and reducing the losses by putting in place the necessary
economic dructures.  For indance, roads and bridges will afford lower cods for
commerce, while grester expenditures on education will meke it esder for labor to
switch from one indudrid sector to another by acquiring a higher rae for learning
new skills

In andyzing the views of our respondents, particulaly the lavmakers we find
that each of them fit into one of the aforementioned schools of thought. The



divergence in ther ideologicad premises mirrors the dynamics of Philippine politica
€conomy.

The uncetanty with which the public and our legidators regard liberdization
can be atributed to the fact that the Philippines is rdaivdy new to the ways of
liberdization. Until the end of the Macos period, government policy hed
traditiondly favored import subditution and protectionism based on such polices as
an overvaued exchange rate.

The advent of the Aquino adminidration opened up the economy. It begen
with import liberdization in 1986. However, the preddentid cabinet itsdf was
divided  Thee wee those who Dbdieved the country was not prepared for
liberdlization, while others thought that higher economic growth could be achieved
through removing obstacles to the freer flow of goods and services.

When the Conditutiond Commisson was convened in 1986 to draft a new
fundamentd law, the same debate took place An examinaion of the 1987
Condiitution would give one the impresson that it is a protectionis conditution, with
such providons as “The State shdl devdop a sf-rdiant and independent nationd
economy effectively controlled by Filipinos (Art 1l Sec 19).” On the other hand, the
Philippine Congress has had no problems in passng lavs on liberdization,
deregulation and priveization, which proves that the present charter does not
necessrily pose an obdtadle to the gods of economic globdization. These laws
would have been declared unconditutiond if they were incondstent with the rdevant
provisons

But it is not soldy idedlogy and legdity that determine the postion of our
lavmakers. The congressmen ae not only concerned with their primary task of
meking laws They ae manly beholden to ther condituents who are respongble for
ther politicd survivd. Their voting behavior is rooted not in thar ideologicd
preferences, much less by ther paty dfiligions but is heavily influenced by interest
groups among ther condituencies Lobbying in the Congress, espedidly in the Lower
House, is best effective, therefore, not only through direct pressure on the
congressmen but more importantly, by working on their congtituencies.

These condgdeaions ae rdevant in examining the responsveness of our
govenment to the requirements of its avowed individud action plans for APEC.
When we dudy the process involved in enacting legidaive messures for
implementing these action plans it is redidic to examine the intereds thet the
legidators represent. Much depends on whether their didricts are urban or rurd, what
poweful groups dominate their condituency, and how their persond and politicd
interests are linked with these groups.

2 Individual Action Plans of the Philippinesunder APEC

A dudy conducted by the Philippine Inditute for Deveopment Studies (1997)
documents the country’s APEC commitments as wdl as the process involved in
ariving a these commitments. These pledges ae contained in the Philippine
Individua Action Plan (IAP) and cdl for further liberdization of foreign investment-



related policy in the arees o retall trade, financid services and tourism.  The study
compares  Philippine APEC commitments with the country’s commitments in WTO
and AFTA. One mgor difference cited is that the country’'s APEC commitments are
genadly more comprehensve in the libedization and fadlitation of trade in
savices. Moreover, the PIDS sudy identifies five key players in the process of setting
trade policy. These actors include government agencies, the academe, the private and
business sector, consumers and civil society organizetions.

One of the objectives of APEC is to bring about a competitive service sector as
wdl as a free and open investment regime within the Asa-Pecific region. In this
light, the Philippines committed to condder messures amed a responding to these
objectives.  These initiives are outlined and aticulated in the Philippine Individua
Action Plan and indude among others the following:

€) Digribution: opening of retall trade to foreign participetion;

() Fnandd Savices reviewing o redrictionsexising provisons on
foregn equity paticdpaion in  invetment companies, investment
bankghouses and financing companies. Reviewing of redrictions on
foreign membership in the board of directors of invesment companies
and financing companies.

While the Individud Action Plan is dlent with respect to commitments in the
agricultura sector, the APEC Economic Leaders endorsed during their Fifth Mesting
in Canada in November 1997 the early voluntary liberdization of fifteen economic
sctors in the member countries, induding agriculturebased sub-sectors. Among
these sub-sectors are naturd rubber, fish, forest products and food. The proposd cdls
for the voluntary dimination of tariff and norHtaiff bariers by the APEC member
countrieswithin aspecific timeframe.

2.1 Distribution Services (Retail Trade)

Current Position: RA 1180 or the Retall Trade Nationdization Act provides tha only
Flipinos may engage in real trade  This forbids foreign ditizens assodiations
partnerships or corporations not wholly owned by Flipinos from participating directly
or indirectly in retail trade.

Action Plan: To progressvely reduce redrictions on markel access for trade in
savices, the Philippines will consder amendments to RA 1180 with the objective of
dlowing foreign investors to engage in retail trade subject to certain conditions such
as limitations on capitdization and number of branches among others  Timdine is
1997-2000.

2.2 Financial Services
Current Position:
Banking

A mgor reform in the finendd sector is the liberdization in the entry of
foreign banks, with the passage of RA 7721 in May 1994. This is a sgnificant move



conddering that it amends a law (Generd Banking Act- RA 337) which has been in
place snce 1M8 and has limited the number of foreign banks operaing in the
Philippines to four. Entry of foreign banks is dlowed under three modes. Fird, ten
new foreign banks can open branches in the Philippines with full banking authority.
Second, an unresricted number of foregn banks is dlowed to st up locdly
incorporated subgdiaries up to 60% of which may be foreéign owned. Third, an
unrestricted number of foregn banks may enter the Philippines by acquiring up to
60% ownership of domestic banks.

As of September 1996, the ten new foreign banks operating under the third
mode of entry have been granted licenses by the BSP and are now operdiond. As to
the second mode of entry, two foreign banks have comein.

Insurance

In October 1994, dfter being dosed for nearly 50 years, the insurance sector
was opened to new, 100% foreign-owned companies. Under Department Order Nos.
10094 and 100-94A issued by the Depatment of Fnance on 24 October and 18
November 1994 respectivdy, foreign insurance or reinsurance companies which will
operate as a branch or where foreign equity in said company or intermediary is more
than 40% shdl be dlowed entry within two years from the effectivity of the Order.
During this period, the number of foreign insurance comparies that shdl be dlowed
entry is five but may be increased to ten by the gpprovd of the President of the
Philippines upon recommendation of the Secretary of Fnance  Entry is dlowed
under any of the following modes (8 ownership of the voting dock of an exiging
domestic insurance or reiinsurance company or intermediary; (b) invesment in a new
insurance or re-insurance company or intermediary incorporated in the Philippines, or
(0 edablisment of a branch. Entry under mode (C) is not avalable to an
intermediary.  An gpplicant may aval itsdf of only one mode of entry. Capitd
requirements vary depending on the line of business degree of foreign ownership and
mode of entry.

The Philippines paticipated in the Uruguay Round of Multilatera Trade
Negotiations and made commitments under the GATT paticulaly in the aress of
banking, insurance and secuwrities.  Further, as a member of AseaN, the Philippines is
attivdy involved in the ongoing negotigions on trade in savices induding the
financid sector through the Coordinating Council in Services.

Investment Companies (including mutual fund companies)

Republic Act No. 2629 (Investment Company Act, goproved on June 18,
1960) does not place any redrictions on foregn equity participaion in investment
companies. However, this law requires that dl members of the Board of Directors of
such enterprises be Flipino ditizens

I nvestment Houses
Republic Act No. 8366 daed October 21, 1997, liberdized the invesment

house industry by increesing faeign equity participation to a maximum of 60% of the
voting sock of such enterprises and dlowing foreign naionds to become members of



the Boad of Directors to the extent of ther equity. The previous law, Presdentid
Decree No. 129 as amended (Investment Houses Law), limited foreign equity
paticpation to 49% of the voting sock and required that mgority (51%) of the
members of the Board be Filipino citizens.

Financing Companies

Under Republic Act No. 8556 (Financing Company Act of 1998) which was
goproved on February 26, 1998, foreign ndionds are dlowed to own a maximum of
60% of the voting sock of a financing company, provided the country of which the
foreign investor is a nationd accords the same reciprocd rights to Filipinos in the
ownership of financing companies or ther counterpart entities. This law amended
Republic Act No. 5980 (Finance Company Act) as amended, which limited foreign
equity paticipation to 40% of totd cgpitd of a financdng company. The new Act dso
repedled Section 8 of the previous law which required that a leest two-thirds of dl
members of the Board of Directors be citizens of the Philippines.

Action Plan:  The Philippines is committed to underteke the following messures
within the time line 1997-2000:

Investrent Banks and Houses - Review the current redtrictions on foreign
equity participetion.

Financing Companies - Review redrictions on foreign equity participation
with the view of dlowing higher levd of foreign paticipaion. Review
restrictions on foreign membership in the Board of Directors.

Investment Companies - Review exiding lav on invesment companies with
the objective of induding a provison spedficdly providing for a
maximum of 100% dlowable foreign equity paticipaion. Review
restrictions on foreign membership in the Board of Directors.

2.3 Individual Action Plan for Agriculture

Current podtion:  The Philippines mantains tariff quotas for sendtive agricultura
products, the quantitative restrictions of which were lifted and tariffied pursuant to the
WTO Agreement on Agriculture.  RA 8178 daed March 1996 lifted quantitetive
resrictions on sendgtive agriculturd products except ricee  To dae quantitative
redrictions on rice maintained for food security per Annex 5 of the WTO Agreement
on Agriculture remain.

Action Plan:  The Philippines will continue to implement its Taiff Reform
Programme of progressvely reducing tariffs and move toward a uniform rate of

protection across sectors except for sengtive agriculturd products (including rice).
This covers the period 1997-2004.

24 Early Voluntary Sectoral Liberalization (EVSL)
Natural Rubber

Current Postion: Nomind tariff on natura rubber decreased from 20% in 1992 to
3% in 1998. This was a result of the Taiff Reform Pragramme (TRP) implemented



under Executive Orders 470 (effective 24 August 1991), 264 (effective 15 January
1996) and 465 (effective 22 January 1998).

Proposal: In the area of tariffs, the details for the proposed gradud reduction and/or
dimination of taiffs and non-tariff messures are Hill being formulated.  In generd,
however, the proposd involves reducing the duty to 0%.

Food

Current postion: The food EVSL proposd for taiff liberdization covers only fresh
and dightly processed fruit and vegtables (28 commodities), sdected processed
foods (19 products), and non-acoholic and dcoholic beverages and barley mdt (11
products). Mogt of the food products proposed for EVSL have taiff rates of 10% and
20%.

Proposal:  Bring down applied tariffs to 5% and beow by the year 2004 garting June
1990. Longer saging might be conddered for sengtive products Further
liberdlizetion would be conddered, however, dfter achieving the 5% taiff level with
the am of diminatiing dl taiffs before the Bogor timeframe for free and open trade
and investment of 2020 for devel oping economies.

Forest products

Current position: The proposed EVSL for the forest products sector covers, among
others, raw products in the sub-sectors wood and wood products and pulp, paper and
paper products. The raw products under these incdude wood in the rough (logs),
plywood, pulpwood, and waste paper.

The nomind taiff rate on imported logs sood a 10% in 1992 and was
reduced to 3% in 1995, This was reduced to zero under the AsSEaAN CEPT
arangement. For pulpwood and waste paper, the nomind tariff rate had been a 3%
from 1991 to 1998. For plywood, the nomind taiff rate dood a 15% in 1991, was
reduced to 11.50% in 1995, only to be raised to 14.33% in 1996 and then reduced to
13.20% then 11% in 1997 and 1998, respectively.

Proposal: Remove dl taiffs by 1 January 2002 on products faling under Chepter 44
and 49 and by 1 January 2004 on products fdling under Chapters 46 and 49. The raw
products under these includewood in the rough (logs) and pulpwood.

Fish and Fish Products

Current position: The proposed EVSL for the fish and fish products sector covers,
among others, raw products in three species groups -- demesd finfish, pdagic
finfish, and crustaceans. The TRP, which darted in 1981 reduced average daiutory
duty from 43% to 28%. The second phese of the TRP implemented under EO 470
(effective 24 August 1991) decreased nomind average tariffs to 20%. Further tariff
adjiugments on agriculturd products induding fish were indituted with the issuance
of EO 288, 313 and 328. Average taiffs on rav materids of fish products decreased
to 19.22% in 1996 from 53.6% in 1992. The current average nomind taiff on raw
materias of fish productsis 10.68%.



Proposal: In the area of taiffs, the proposa involves diminating tariffs on the above
products not later than 25 December 2005, convert specific duties to ad vadorem rates
and abolish compound rates darting 1 January 1999. Those products with 20% duty
or less would be phased out quickly. As for norariff messures, these would be
diminated not laer than 31 December 2007. Those fish products with subddies and
sanitary and phytosanitary messures that are inconsstent with the WTO agreement
should beremoved by 31 December 2003.

3 Findings Survey of Perceptionson Liberalization

In prepardion for the actud invedigation of the dynamics of legiddion on
APEC-rdated legiddion, this ressarch team conducted interviews of sdected
respondents in an attempt to gauge sectord perceptions on new APEC liberdization
initiatives.

A citicd gep to the determination of the framework for the politica economy
of Philippine commitments in APec is the identification of the players or interest
groups that influence and are affected by the new legidation requirements A sample
of respondents were drawn from the following actorsand interest groups.

(@ Congress,

(b) Government agencies,

(¢) Business sector;

(d) the Academe,

(e Civil sodety groups, such aslabor and rdigious organizations.

Representatives of these sectors were asked the following questions:
(@ What isyour view on therole of liberdization in development?

(b) How strong isyour position on the new A PEC encbling legidation?

(b) Whet are the means of advocacy you have used in promoting your world-View?

The gengd opinions regading trade liberdization as a policy may be
classfied into two: one which views liberdization as ather dedrable or inevitable,
and the other which is opposed to the notion. Those respondents who view
liberdization favorably have, a the same time, expressed the point that safety nets
must be put in place for sendtive sectors such as agriculture. There do not gppear to
be any interviewess opposed to the idea of the dae providing a means of easng the
inevitable economic didocaion tha liberdization brings ~ Such ingruments may
indude the providon of subgdies or the dowing down of the pace of liberdization.
On the other hand, those generdly uncomforteble with the generd postion of the
Philippine government regarding liberdization are more likdy to espouse idess
traditiondly associated with the Left. What is interesting, however, is that in a few
caxs, the oppodtion is sdective and different across indudtries (adamant when it
comes to agriculture, yet willing when it comesto retal trade);

The pace of libedizaion is an important theme that recurs within the
interviews. There are those who would prefer to approach the policy cautioudy given
the economic conditions prevailing around Southeest Ada  In generd, however, the



notion seems to be that consensus in favor of fulfilling Philippine commitments to
APEC may be better gained if the government can put the proper safety nets in place.
Veay few of the respondents within the politicd mainsream seemed adamant about
their views on liberdization. Mot of them were willing to direct ther efforts through
more traditiona channels of policymaking, such asthe writing of pogition papers.

The awareness of gspecific commitments to APEC by the Philippines among
interviewees gopears to be rdaivey low, except for those who have direct
involvement  with  APeC activities.  There gopears to be an information deficit
epecidly between the executive branches of government, which take care of policy
planning and advocacy, and the legidative branch made up of wha may be better
referred to as “generdigts’ -- who will, in the end, enact the endbling legidaion. In
many indances, interviewees were not e to meaningfully distinguish between APEC
and the WTO as mechaniams for liberdization, and thus answered in terms of rather
broad statements.  One of the reasons for this date of ffars is the fact that there has
only been one LEDAC meseting where the two branches of government are supposed to
hamonize and prioritize legiddive messures  During the Ramos adminidration,
LebAac met monthly. This has resulted in a much wesker consultative mechanism.

A table comparing the responses of the interviewees is found in Appendix B.

4 The Dynamicsof Legidation on APEC Liberalization

4.1 Retail Trade

The mog contentious issue in APEC-rdaed legidation is the liberdizaion of
the retail trade. Presdent Joseph Ejercito Estrada has come out in the open in favor of
the entry of foreign retalers with a leest $10 million in new capitd for the next two
years. After that period, the foregn realers can only own up to 60% of a locd

retailing company.

Republic Act 1180, which was enacted in 1954, limits the operation of retall
trade to Hlipino nationds The objective was to curb the dien dominance of retall
trade and to give protection to the undercapitdized and inexperienced Filipino
retailers.

The absence of competition has, however, enabled an dligopsony to hold reall
trade captive to its intereds. Prices, services and qudity of consumer goods do not
need to meet the dandards of the world market, sandards which Filipino consumers
do not enjoy.

The protected retal trade sector has adso posed bariers separating the
consumer and the manufecturer. It is a sdler’s market in which consumers can only
purchese from a smdl group of megareales Fom the point of view of locd
suppliers and manufecturers, it is a buyer's market because they have limited outlets
through which they can reech the buyers of their products.

Flipino consumers and smdl manufacturers have, therefore, been subsidizing
the retalers. Retal prices for locdly manufactured products are higher than their



counterpat goods in other ASEAN countries. Affluent Filipinos are the only ones
who can afford to go shopping abroad for goods thet are not localy available.

This protectionis regime is not only inefident but it dso promotes
complacency among locd retalers. They are not motivated to improve their products
and sarvices because they are assured of a protected home market. In contrast,
retailers  from neighboring countries expand ther operaions oversees  and
aggressvely compete with rivdl companies by condantly improving ther products,
services and facilities.

Proponents of liberdizetion dam that competition will reduce retal prices,
increedng the purchesng power of consumers. The manufacturers will aso bendfit
because retal trade liberdization will reduce prohibitive rentds on shdf space and
difficult credit teems. Competition will dso improve wages and terms of employment
in the retal sector and expand employment opportunities in both the retal and
manufacturing sectors.

Essentidly, globd retaling, according to them, will dlow locd consumers to
buy goods at the leest cost and locd manufacturers to compete with producers in other
countries for the world market. 1t will enable the economy to prepare for 2003 when
the ASEAN Free Trade Agreement will befully operationd.

House Bill No. 7602 was prepared by the Committees on Trade and Industry
and Economic Affars in subditution of House Bills Nos 23, 172, 788 ad 879. The
new bill seeks to reped Republic Act No. 1180 and open up the retail trade sector to
fordgn invegors paticulaly in largescae retall enterprises such as department
dores and shopping mdls The hbill dso provides for the protection of smdl and
medium scale enterprises and smdl retallers represented by “ sari-sari stores.”

The bill imposes aminimum capitd requirement for foreign investors:

Fve million ddlas (US$5,0000000 or more for one hundred
percent

(100%) owned foreigners;

Two million dollas (US$2,000,000) per branch for enterprises
goecidizing in hign-end or luxury products and is located within
shopping centers for one hundred percent (100%) owned by
foreigners, and

Two (2) years after the effectivity of this Act, foreign realers
entering the Philippines shdl be dlowed not more than sixty
percent (60%) equity participation in retal trade enterprises in the
above requirements.

Retal trade enterprises cepitdized not exceeding P200, 000,000 remans
reerved for Flipino dtizens (induding former naturd born  citizens of  the
Philippines) and corporations whally owned by Flipino ditizens

There ae safety nets provided, to dlay the gpprehensons of among smdl -
and medium-scale enterprises and they are asfollows:
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1. To ensure that smdl foreign retalers canot enter and compete directly
with our saisari storeownes and andl retalers the bill provides that
the Depatment of Trade and Industry will screen foreign retalers and
dlow entry only to those who shdl opeate a leest five branches or
franchises, and have afive-year track record in retailing;

2. The bill prohibits the use of mobile or rolling dores, carts, multi-levd and
door-to-door sdling;

3. Each foreign retal branch must be cepitdized a& $2 million or more and
may only be established in shopping centers; and

4. No faegn real dore may be edablished outsde the cities and the
municipdities of the Nationd Capitd region and the provinces of Cavite
Laguna, Rizd and Bulacan, unless authorized by the Sangguniang Bayan
concerned.

In the Senate, the Committee on Trade and Commerce approved the bill of
Senator Sergio Osmefia |11 (Senate Bill No. 153) with amendments. Senator Ramon
Magssysay J., the committee charman, dong with Senators Nikki Cossteng and
Loren Legarda-Levide, gave their dissenting vote.

The committee verson, which is pending on second reading, authorizes
foreign enterprises to engage or invest in real trade according to the following
formula 100% foreign equity participaion for entrant foreign retalers with a paid-up
cgpitd of P10 million; 60% foreign equity participaion for foreign enterprises with a
pad-up cgoitd of PS5 million (but for former naturd-born Hlipino dtizens the equity
paticipation for this category is 100%). Enterprises with a paid-up capitd less than
PS5 million will be ressrved exdusvey for Hlipino dtizens, corporaions wholly
owned by Filipino citizens, and former naturakborn citizens of the Philippines.

Before a foreign retaler is dlowed to engage in retal trade, he must have no
less than $650 million in ped-up cepitd in its mother corporaion. He must have a
leest a track record of five years in retaling, and no less than five retaling branches
or franchises in operation anywhere around the world unless such retaller has a least
one branch capitaized a aminimum of $25 million.

Supporters

The Depatment of Trade and Indusry (DTI), Boad of Investments (BOI),
Depatment of Tourism, Commisson on Philippine Oversees Workers and the
Nationd Economic and Development Authority (NEDA) were the lead government
agencies tha supported the enactment of the bill. NEDA emphasized that the
objective of the proposed law was to liberdize retal trade to promote the wdfare of
sndl realers and consumers as wel as to encourage tourism. The DOJ and the
Department of Finance, conggent with the executive branch’'s pogdtion on the meétter,
acquiesced on the bill’ s passage.

The Bangko Sentrd ng PRilipines gave the opinion that in edablishing the
gopropriate  floors on the dlowable foregn equity paticpation for retal trade
edablishments, the prime congderation is to drike a bdance between the need to
edablish an efficient and competitive retal trade sector and the desire to protect smal
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retal busnesses. In view of this, the proposed hills reserved exdusvdy for Flipino
owvneship, retal edablisments with a specfied pad-in capitd. This was st a
USH0.2 million under HB. No. 23 and a P5 million under H.B. No. 788. It noted,
however, the wide gep between the capitdization requirement reserved exdusvey
for Flipino retal trade busnesses mentioned above and those for foreign retal trade
establishments (which range from $5.0 million to $10 million under H.B. No. 23 and
from P5 million to P10 million under H.B. No. 788). The Committee on Economic
Affars was enjoined to condder the posshbility of narowing the ggp on the
cgpitdization requirement without undermining the objective of protecting smdl
retail establishments.

Given the current voldility of the exchange rate in the Asan regon, the BSP
suggested that the reguired equity invesment in the find verson of the hbill be
denominated in terms of US dollars in order to limit the need to update the amount of
investment required.

Among the private entities the Fort Bonifaco Devdopment Corporation,
Cdtex Philippines Inc, ard San Migud Corporation bdieved that the Filipino
retalers will successully hurdle the chdlenges possd by the entry of foreign
invesors. They, likewise, dated that it would be an insult to prgudge the Hlipino
busnessmen as being incgpable of competing with foreign retalers. But while the
American Chamber of Commerce and Industry and the AudrdianNew Zedand
Chamber of Commece and Industry were for liberdization with no  minimum
cgpitdization, the Consumer Union of the Philippines approved the liberdization with
a formula 100% foreign equity for enteprisss with $ 10 million dollas
capitdization.

Academic and research communities like the U.P. College of Busnes
Adminigration and the Philipgne Inditute for Deveopment Sudies (PIDS)
concurred with the hill, obsarving that it contaned provisons enhancing the locak
foreign linkege and that forty (40) years of protectioniam did not hep indudridize the
country.

Oppositors

Resdting retail trede liberdization are the Philippine Realers Assodidion, the
Philippine Asociation of Supermarkets, Kilusan Tungo sa Pambansang Tangkilikan,
and the U.P. Law Center, which are unfounded and based on sheer speculation.

The Philippine Retalers Associaion hes been vey aticulae in opposing
liberdization. Cdling the retal trade sector “the lagt badion of Hlipino
entrepreneurship,”  the  asocidion has  published  full-page ads in newspapers
presenting its sland on the issue. It is supported by the Beverage Industry Associaion
of the Philippines which pointed out thet the 350,000 sari-sari stores nationwide are
the only source of earnings among many low-income families (Today, 14 December,
1998). The Koalisyon Kontra Krisis (KKK) launched a dgnaure campaign agangt
liberdization (Philippine Daily Inquirer, 1 December, 1998).

Last November, about 5000 busnessmen and membes of cause-oriented and
religious organizations marched to the Philippine Stock Exchange to protest the

12



government's compliance with IMF conditiondities and its support for retal trade
liberdization (Today, 27 November, 1998). The Kilussn paa sa Pambansang
Demokrasya (KPD), the Nationd Councl for Economic Survivd (NCES) ad
Kilusan tungo sa Pambansang Tangkiliken (KATAPAT) took turns in denouncing the
proposed |egidative messure.

The following ae the principd aguments of the Philippine Retalers
Asodidion againg retall trade liberdization:

1. Retail liberalization will not automatically bring down retail prices and thus
increase savings level of Filipino consumers.

Prices of goods are not dependent on whether or not the retall industry is
liberdized. Retal prices are dictated by the retalers buying price and ther gross
magins. So long as manufacturas have to contend with high interest rates high
power cods, etc., they will not be able to price their manufactured goods a a lower
levd. As it is, margins for Philippine retalers are dready the lowest --- perhgps in the
world. Therefore, it was unfar for the bill to imply thet the find condderation of how
much the goods will be sold is solely dependent on the retaller.

2. Liberalization will not increase profits of sari-sari stores owners.

Sari-sari dores source their products from wholesders -- not retalers.
Wholesdling itsdf is not cosed to foregners Therefore liberdizing the retal indudry
is not the answer if the objective is to endble sari-sari Stores to get a better ded from
ther wholesdlers, snce wholesders -- whether locd o foreign -- have dways been
dlowed to st up shop in the Philippines.

What will redly help the sari-sari stores is access to digtribution centers where
they will not be discriminated againg by size and volume of purchase.

3. Liberalization will not create jobs.

The entry of large foreign retalers will even displace locd retalers since
foreign retalers enjoy a broader internationd network, are technologicaly superior
and can dford larger discounts due to their high economies of scde. And since smal
and medium rdales which conditute over 90% of the Philippine retal sector,
account for dmost 75% of the totd employment in the retal sector, the resultant
unemployment from displaced smdl and medium realers will even result in more
massve unemployment.

At the same time, it is not necessarily true that the establishment of new retall
outlets will create new jobs. A sudy shows that for every 140 jobs created by Wak
Mart, 230 higher paying jobs are log.

Also, expanded operaions by menufacturing enterprises, which the hill dams
will result in the cregtion of more jobs is not an automatic result of the entry of
foredign redles In fact, thee large foregn reales dready have their own
digribution and supplier base from which they derive economies of scde It is hardly
an assurance that they will source their products from loca manufacturers, specidly
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snce locd manufecturers themsdves are saddled by high interest, high power codts,
etc. which they ultimately have to add on to the cost of ther products to be sold to
retailers.

4. Liberalization will not necessarily assst small and medium manufacturers.

Retal liberdization cannot ensure that these foreign retalers will  purchese
ther socks from locd manufacturers. These foreign retailers will more likdy then
not, utilize thar own digribution and supply chains from which they can derive ther
economies of scde Nether can it guarantee that these foreign retalers will cary
locdly manufactured products in their stores whether here or abroad.

5. There are no guarantees that liberalization will provide higher wages and better
conditions for employeesin theretail trade sector.

Foreign retal esablishments are not labor intensve operdtions. If a dl, they
will pay more for their expatrictes who will manage the locd operaions, plus a few
locd managers. But the redity is, this will more likely result in rampant piraing of
skilled and experienced employees, which have been traned by locd retalers and
will be lured to join these foreign retalers for better sdaries & the expense of the
locdl retailers. Again, locd retalers are & alosing end.

Rep. Enrico Aumentado gave a privilege speech, cdling for a cautious and
thorough review of the Edrada Adminidraion’'s program of liberdizing the retall
trade indudry. He anchored his cdl for a review on two grounds The firg is the
posshility that the liberdization of the retal trade industry may infringe upon Artice
XIl of the Conditution. He asserted that any retal trade liberdization measure must
conform to the provisons of Artide XIlI or dse be conddered unconditutiond.
Secondly, liberdization may undermine if not kill the locd retal trade indudry which
is the backbone of the economy in the countrysde. Without safety vaves giant
foreign real enteprises in the Philippines can expand ther tentades to the
countrysde thereby endangering retal trade and execerbaing the unemployment
problem threst.

Ancther privilege speech opposing liberdization was ddivered by Rep.
Wigberto Taflada. He manifested that it is his duty to spesk on the proposed reped of
the Retal Trade Libedization Act which will have grave consequences on the
economy and the lives of the people He dated that there is nothing propoor or
remotely pro-labor aout a policy that will most likdy displace Flipino retallers and
workers once foreign retall giants are dlowed to operae indde the country, and thet
there is nothing pro-labor aout a policy messure that will give the ordinary Hlipino
no real choice but to close down his businessin the face of unfair competition.

The Philippine Chamber of Commerce and Industry (PCCl) argued that the
present economic conditions do not yet warant the opening of the retal sector
conddering its effects on the overdl economy --—- pressure on locd manufacturers,
bdance of trade and employment losses PCCl sdd tha a P100 million (US $25
million) capitdization can be judified but foregn equity must be limited to 40%,
smilar to the liberdization process employed in banking, condruction and
telecommunications.
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Consumer organizations and cooperaives like the Nationd Maket Vendors
Coopedives, Chamber of FHlipino Realeas and the Kilusan ng Mamimili sa
Pilipinas opposed the enactment of the hill.

Congtitutionality

The Depatment of Judice rendered the opinion that the opening up of the
Philippine retall trade sector to foreign investments under the proposed Retal Trade
Liberdization Act faces no legd or conditutiond obstadle The principle of economic
naiondian is ensconced under the 1987 Philippine Condtitution based on the policy
tha the State dshdl devdop a odfdiant and independent nationa  economy
effectivdy controlled by Hlipinos. But notwithsanding the conditutiond provision,
Congress is given the power and discretion not only to prescribe the percentage for
catan arees of invetment but dso the choice of the areas of invesment limited to
Flipinos subject of course, to the conditions tha there is a recommendetion from the
economic and planing agency and that the nationd interes S0 dictates, dthough
NEDA'’s recommendation is not indipensable.

The UP. Law Center through its Inditute of Government and Law Reform,
however, differed with the postion of the Depatment of Justice. Accordingly, the hill
under condderation would lead to dien control of the retal trade, which, teken
together with dien predominance in other arees of the economy brought about by
other laws dlowing alien paticipation, the same would negae the conditutiond
mandeate that the economy should be effectively controlled by the Filipinos.

The Center further cited that “the Court sustained the congtitutiondity of the
lav (Retal Trade Naiondization law), even in the absence of express conditutiond
provisons mandaing or authorizing nationdization of the real busnes or, as
contained in the 1987 Conditution provisons directing the legidature to reserve
Hlipino dtizens or to Hlipino controlled entities certain areas of invesment. The
1987 Conditution categoricaly declares that the “State shdl devdop a Hf-rdiant and
independent  nationd economy  effectivdly  controlled by Flipinos” In implementation
thereof, it directs Congress (1) when the nationd interest dictates, to reserve to
Flipino dtizens or to entities 60% of the cgpitd of which ae owned by Hlipino
ctizens ceatan aess of invetment, (2) to enact messures tha will encourage the
formation and operation of enterprises whose capitd wholly owned by Flipinos and
(3) to give preferentid tretment to Hlipinos in the grant of rights privileges and
concessions covering the nationa economy and patrimony.”

Chances of Passage

The leadership of the committees concerned with trade and commerce in both
houses of the Congress does not seem supportive of the proposed hills amending the
exiging retal trade lav. The Charmen of the House Committee on Trade and
Industry, Rep. Marcid Punzalan, was quoted as saying that “the thing is not proper:
the whole country is [reding from the crisg], the country is put to pot, the economy is
in [shambles] (Today, 14 December, 1998).

In an officdd communicaion sent by Senator Magsaysay, J. as Charman of
the Senate Committee on Trade and Commerce to Presdent Joseph Edrada, the
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foomer requested the deferment of the conddeation of the Retal Trade
Liberdization. The reasons given were the following:

1. The enactment of the bill at this time is untimely considering that many
countries are also reviewing their respective liberalization policies. Many of
the countries hit had by the regiond crids ae now reviewing ther
liberdization policies which are bdieved to be a mgor factor in the weskening
of the finandd viability of mos deveoping nations  Liberdizing the retal
trade sector now would be untimdy and unpopular move.  When the
Philippines rdified the World Trade OrganizationGenerd Agreement on
Taiffs and Trade in December, 1994, the govenment pledged that it will
adopt messures geared towards economic competitiveness to  foreddl
whatever negative consequences emerging from the sad Agreement. As of
this moment, a number of these measures and safety nets have not yet been st
in place afecting the basic economic rights of the people.

2. Its condderation is ill-timed as it further divides the nation. The retal trade
liberdization issue has dicited ressance from various groups especidly the
and| sxi-sai sdoreowners and maket vendors.  Bringing up the retal trade
liberdization would only succeed in adegper disunity of Flipinos

3. Its historical significance vis-avis the sense of nationalism embedded in the law
remains valid even up to the present. The Retall Trade Liberdization Law (RA.
1180), which was passed during the adminidration of Presdent Ramon
Magsaysay, is conddered as one of the mog revered policies in the datute books
“In the words of Rep. Wigberto Taflada, the basc merit of RA 1180 was its
vdidity not only for the generation of that era but for succeeding generations.”
The office of Senator Magsaysay stressed that it could have an easy task for the
framers of both the 1973 and 1987 Philippine Condtitutions to open the sector and
adapt it to globd devdopment: “But they decidvey left the forty-four year old
law intect, dlowing it as a symboalic bastion of economic nationdism.”

Given thee views, there seems to be little chance that the retall trade
liberdization bill will be enacted into law in the present sesson of the Eleventh
Congress.

4.2 Financial Services

In the area of financid services the Congress has been concentrating on
amendments to the Generd Banking Act. Many lavmakers bdieve that reforms in the
banking sysem have to be addressed firgt before they turn ther atention to other
finendd inditutions Still others think that the liberdization in the banking sector hes
dready addressed the Philippines commitments to the liberdization of finencid
inditutions under APEC and the WTO. It is dso possble that the financid criss has
been associaged by some congressmen with liberdization and may have served to
discourage them from pushing for grester liberdization.

The Committee on Banks and Financid Intermediaries, chared by Rep. Jose

Macario Laurd 1V, has presented House Bill No. 6814, which revisss the Geneard
Banking Act (RA. 337). It is currently subject to Second Reading.
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In the proposed Revised Gengd Banking Act of 1999, Hlipino ownership
requirement in new banks after the gpprova of the Act was reduced from a least 70%
of the voting stock to at least 60% of the voting stock in such banks

“Except as may othewise be specificdly provided by law: (8) a least sSixty
percent (60%) of the voting sock of any bank which may be edtablished after the
goprovd of this Act shdl be owned by citizens of the Philippines, (b) the percentage
of fordgn-owned voting sock in any domesic bank exiging as of the dae of
effectivity of this Act may be reduced and, once reduced, shdl not be increased
theregfter beyond forty percent (40%) of the voting stock of the bank; and (c) if the
percentage of the foreign-owned voting stocks in any domedtic bank exising as of the
effectivity date of this Act is less than forty percent (40%) of the voting stock of such
bank, this percentage may be increased to forty percent (40%) of the voting stock of
the bank (Sec. 12).”

The second paragraph of Sec. 12 contains a new provison seting an absolute
caling on the totd foreign equity ownership in a bank regardless of the manner of
acquiring such foreignowned equity. As proposed in the hill, foreignowned equity in
a domegtic bank may be acquired up to 40% of the voting stock or up to 60% of the
voting dock as provided in the Bank Liberdization Act (RA 7721) and Thrift Banks
Act (RA 7906):

“The aggregate foreignowned voting socks in a bank, whether acquired
pursuant to the provison of this Act or under Subsections 2 (i) and (ii) of Republic
Act No. 7721 and Section 8 of Republic Act No. 7906 or any other specid law, shdl
in no case exceed Sixty percent (60%) of the total voting stock of said bank.

“The limitations in the preceding paragraphs on the percentage of foreign-
owned voting socks shdl dso gpply to a merged or consolidated bank arisng fran
the merger or consolidation of two (2) or more domedic banks with foreign-owned
voting stocks”

Rep. Manued Roxas Il sponsored a hill entitted “The Revised Investment Act.”
It ams a providing the legd framework and a favorable environment to gimulate the
devdopment of the mutud fund indudry. Among others, an investment company will
be dlowed to sdl securities within or outdde the Philippines to both Flipinos and
foregners Foreign nationds will be made digible to become members of the Boad
of Directors, which is conddent with another provison dlowing a mutud fund to
issue sharesto foreigners.

In the Senate, the “Revisad Invesment Company Act” bills of Senator Sergio
Osamefia 11l and Senator Raul Roco are pending in the Committee on Banks. In the
Roxas hill, foreignes ae dlowed to become Boad members provided thet the
majority of the members are resdents of the Philippines.

The House and Sende bills seek to amend Republic Act No. 2629 which
Presdent Calos Garcia signed into law in 1960. Such law requires that dl members
of the Boad of Directors of Invesment companies be Flipino citizens It does nat,
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however, redrict foreign eguity in invetment companies Hence an investment
company may be 100% foreign-owned, but dl its directors must be Flipino ditizens
The proponents believe that unless that provison is amended to dlow foreigners to st
in the Board of investment companies in proportion to ther equity holdings foreign
investors will be reluctant to invest in he Philippines and the cgpitd market, of which
mutud funds form an integrd component, will not fully develop.

4.3 Agriculture

In 1996, the Agriculturd Taiffication Act (RA. No. 8128) was passed. It
replaced quantitative import redrictions on agriculturd  products, except rice, with
taiffs. Dedgned to make the agriculturd sector globdly competitive, the law
promotes the use of taiffs in lieu of non-tariff import redrictions to protect loca
agricultural  producers  Rice, however, will continue to have quantitative import
restrictions.

Conggent with the conditutiond mandate of protecting Filipino firms againgt
unfar trade, the government will employ anti-dumping and countervaling messures
to protect loca producers from unfar trade practices, indead of quantitative import
restrictions.

To assg the agriculturd sector in competing globdly, fam productivity
levels can be rased if the government will provide the necessary support services
such as irrigaion, famto-maket roads credit, ressarch and devdopment, pod-
harvest equipment and fadilities, and market information.

To complement the Agriculturd Tariffication Act, cetan sdfely nets were
proposed by the lavmakers. They took the form of (8 generd safeguard measures,
(b) countervailing duties and (€) anti-dumping duties

General Safeguard Measures

The House Committee on Trade and Indusry and the House Committee on
Ways and Means propoe House Bill No. 1613, “An Act to Goven Gened
Safeguard Measures to be Taken in Response to an Increase in the Importation of
Goods” Thee safeguard messures protect loca indudtries from injury or threat of
injury directly atributable to the increased importation of any aticle subject to tariff
concessons and other obligations assumed under the World Trade Organization
agreement.

In this proposa, any person bdonging to a domegtic indusry may file with the
gopropriate  Secretary (either of Trade and Industry or of Agriculture) a verified
petition gating facts which edtablish the requisites necessary for the application of a
safeguard messure, accompanied by documents in support of these facts. These
requistes indude (8) an incressed importation of the product whether in absolute
terms or relaive to domestic production; (b) a serious injury or threat of such injury to
a domedtic industry that produces like or directly competitive products and (¢) a
caud link between the increased imports of the products concerned and the serious
injury or threat of suchinjury.
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The Secretary may do initiste the action if he has reason to beieve based on
facts presented by an agency or interested party that a particular article, subject to an
obligation induding taiff concessons in the WTO, is beng imported under
conditions warranting the application of a generd safeguard messure.

Pending in the Committee on Trade and Commerce ae the hills of Senator
Miriam Defensor Santiago and Senator Juan Havier on Generd Safeguard Measures.

Countervailing Duties

Republic Act 8751, “An Act Strengthening the Mechaniams for the Impodtion
of Countervaling Duties on Imported Subsdized Products Commodities or Artides
of Commerce” integrates the hills on countervaling duties Under this law, there will
be a countervaling duty to be levied equd to the ascertained estimated amount of any
bounty, subsdy or subvention upon its production, menufacture or exportation in the
country of origin and/or exportation granted to any imported atide. The Secretary
has to datemine if the importaion is likdy to injure an establishment of a HFlipino
indugry. The injury criterion to a domegtic industry would be gpplied only in case of
imports from countries which adhere to the GATT Code on Subddies ad
Countervailing Duties

There is an exiding law governing countervaling duties Taiff and Customs
Code of the Philippines as amended, Section 302. In accordance with RA 8751, the
law has to be recadt for the following reasons:

It is incondgent with the World Trade Organizaion (WTO)
Agreement on Subddies and Countervailing Measures to which the
Philippinesis legdly bound to fallow.

Retaining the exiging lawv will likdy cause the government to be
taken to the WTO Dispute Settlement Body every time it is used.
Protection is thus only temporary and codlly.

There are provisons in the exiging law which are ambiguous and
opentended. Thus, the same may not aford adeguate protection to
the domedtic indudtry.

Provisond messure on the impogtion of a countervaling bond
under the exiding law is not aufficient to counteract the effects of
subgdization during the pendency of the gpplication for the
impaostion of a countervailing duty.

The period for the digpodtion of a countervaling case is unlimited,
entalling lengthy processes and therefore coglly on the pat of the
domedtic industry.

The jurisdiction over a countervaling case, as wel as the conduct
of a prdiminay deerminaion under the exiding law are lodged
with the Secretay of Trade and Indudsry or the Secretary of
Fnance. Countervalling action is a trade issue and therefore should
be adminigered by the government agencies which ae in better
pogition to “smdl” the exisence of subsidization.

In the Senate, the Committees on Ways and Means, Trade and Commerce, and
Condtitutiond Amendments prepared a revised verson of the bills of Senators Juan
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Ponce Enrile and Juan Havier on Countervaling Duties It has been gpproved on
Third Reeding.

Anti-Dumping Duties

RA 8752 integrates the vaious hills on the impogtion of an anti-dumping
duty. It defines an anti-dumping duty as a specid duty imposed on the importation of
a product, commodity or aticde of commerce into the Philippines a less than its
prevalling maket price, when degtined for domestic consumption in the exporting
county. The duty is cdculated as the difference between the export price and the
prevailing market price of such product, commodity or article.

Apprehensions in the Agricultural Sector

The aove sdfety nets require immediae legidation if they ae to provide
protection to our faamers The House committee bill on generd safeguard messures
has just been passed on the committee leve last 25 May. The bills on countervailing
duties of the House and the Senate are now in the conference committee which is
tasked to reconcile the versons separatdly gpproved by the two chambers of the
Congress. The House anti-dumping duties bill is now on the floor for Second
Reeding, while the Senate version has been gpproved on Third Reading.

Rep. Leonardo Montemayor, paty lig representative from the Alyansang
Bayanihan ng Mga Magsasska, Manggagawang-Bukid a Mangingisda (ABA), dated
tha in the next round of WTO negotigions, “the primary focus should not be on
oregter liberdization by developing countries but on meking internationd trade fairer
(Privilege speech, 18 Augus, 1998).” He pointed out thet there are internd problems
facing agriculture, with or without the WTO: “A large portion of the funds promised
under the Magter Plan were not actudly ddivered, partly due to budgetary condraints.
With the current economic crigs, future support to agriculture will likdy be even
more inadeguate. There have dso been inefficiencies in fund usage and difficulties in
project implementation (Ibid.).”

5 Conclusions and Recommendations

The man impediments to legidation that promotes liberdization appear to be
the fallowing:

(3) Inadequacies in Leadership in the Executive and Legidative
Branches. Compared to the previous adminigration, the President and
Specker of the House of Representatives are perceived to be less assartive
in pushing for a prolibedization legidaive agenda The Legidaive
Executive Deveopment Advisory Council (LEDAC) does not mest
regularly, in contrest to the time of former Presdent Fdd Ramos and
former Spesker Jose de Venecia who were both accomplished codition
builders

While the present adminigration enjoys the support of the mgority of
congressmen, there are much more of them who have to be rewarded with
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committee charmanships and memberdiips The number of danding
committees has balooned to 42, and specid committees have increesed to
20. This has dowed down the legidative process and is manly responsble
for the low output of hills passed. Thee is dso  subgtantid number of
eager, neophyte congressmen who ae fond of long interpdlations.
Among many older membes there is the penchant for ddivering
“persond” or “collective’” privilege speeches.

Moreover, the mgority of congressmen have little familiaity with and
interest in APEC mates Many of them spend much of their time
attending to the needs of their condtituencies.

Existence of entrenched special interest groups and lobbies. This
gopears to be especidly true in the retal trade and agricultura sectors.
The impact of these specid interest groups is not as widdy fet, it seems,
in the banking sector.  This may be explaned in tems of the specific
factors modd which daes that any move toward liberdization is likdy to
adversdly affect the owners of those factors which are specific to an
indugry — thet is to say, are less easlly used in another.  Since banking is a
sarvice-oriented indudry, it may be agued that the labor used here is
more mobile than, sy, land in ayiculture It dso hdps tha the
Commisson on Banking Reforms, which had the full cooperation of the
Banke’'s Asxodaion of the Philippines, had finished its work and
succeeded in building a consensus and a codition for the purpose of
indtituting needed reformsin the banking sector.

Absence or inadequacy of infrastructure that would allow industries
to compete. A frequent observation which occurs among the interviewees
is that the consensus towad liberdization would be built on stronger
ground if the infredructure needed to make locd industries more
compdtitive exiged. Such infragtructure may be physcd, in the form or
roads and bridges or it may be socid, such as in the form of safety nets
for margindized workers. ~ The point seems to be that liberdization hes
been aufficiently accepted a the intdlectud levd, but the cost of
adjusgment is dill rdativey high and may be brought down by a more
concerted effort to provide the necessary  compeitiveness-enhancing
measures. The reaction of the labor sector is a matter of particular @ncern
for the congressmen who dways condder public opinion in ther
respective congtituencies.

Ambivalence regarding the supposed gains from liberalization.
Resarvations come lagey from respondents who have professed little

fath in the “invisble hand” of market forces or of the “trickle-down”
mechaniam to begin with. There are gains from liberdization, to be sure

However, they fear that such gains may not autometicadly resch the sectors
where they are needed, and thus increase income inequdity — both across
and within naions  As such, government intervention, perhgps through
redigributive meesures as safety nets and progressive taxes, is argued to

be necessary.
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Snce globdization appears to be an irreversble process our lavmekers must
be more aware of ther responshility to hep reduce the cost of adjusting toward a
more liberdized trading environment and thus lessen the frictions associated with the
trangtion. However, it mugt be noted that liberdization efforts especidly those that

have been

concluded in a multilaeral framework, are more likely to produce the sort

of pressure that will generae a stronger degree of commitment from the implementing
government. In this sense, it produces the necessty momentum thet is needed to
address dructurd problems more aggressvely, both for the short term and the long

term.

This paper submits the following recommendations

@

()

Capacity Building and Competitiveness-Enhancing Measures. These
indude the provison of irrigation fadlites and farmto-market roads in
the agriculturd sector, as wdl a improvements in the qudity of
bureaucratic service. The smooth operation of a market sysem is premised
upon the exigence of such things as a rdidble civil sarvice as wdl as the
requigte physcd infrastructure. Judicious invesments in such aress of the
economy will not only improve the overdl productivity of our resources,
but will dso dlow for faster adjusment and inter-sectora transfer of |abor
and capitd.

Greater coordination among beneficiaries of liberalization; coalition-
building. It is in the nature of the liberdization process that those who
dand to gan from it ae often the large, yet unorganized mgority while
those who dand to be advesdy dffected ae the smdl yet
disoroportionately  represented  minority. One clear way to bresk any
impase in the process of consensus-building within Philippine sodety is
for the government to undertake consolidetion efforts among those parties
sympathetic to our APEC commitments. It may be infered from the
results of the interview that the socio-demographic profile of the average
proAPEC dtizen is likdy to be middle-dass, educated, working in the
srvice sector with a consumption basket that has a large import
component.

Such attivities may condst of busness forums, conferences or media
projects desdgned to generate support for the policy. This becomes
paticulaly rdevant in the Philippines dnce the consumer market,
dthough large, has higoricdly been for the most pat difficult to organize.
If the proper efforts are undertaken, consumers may provide the biggest
leverage agang entrenched lobbies, as they ae likdy to be supported by
the emerging generation of congressmen coming from the entrepreneurid
and professond backgrounds The result will be a more extendve
democrdization of economic activity.
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APPENDIX A

COMPARATIVE MATRIX OF THE COMMITTEE REPORT NO.41 RE: SENATE BILL NO. 153
AND COMMITTEE REPORT NO. 314 RE: HOUSE BILL NO. 7602

Committee Report No. 41
Re: Senate Bill No. 153 (as amended)

Committee Report No. 314

Re: HouseBill No. 7602

Introduced by Senator Sergio Osmefialll

Introduced by Honorable Punzalan, Recto, Teves, Teodoro, Alvarez, (H),
Ledesma, Sarmiento (R), LoretcGo, Liban, Romuado, Vercdes, and dl the
other Members of the Committees on Trade and Industry and Economic Affairs

AN ACT

LIBERALIZING THE RETAIL TRADE BUSINESS, REPEALING FOR

THE PURPOSE REPUBLIC ACT NO. 1180, ASAMENDED, AND FOR
OTHER PURPOSES

AN ACT
LIBERALIZING THE RETAIL TRADE BUSINESS, REPEALING FOR
THE PURPOSE REPUBLIC ACT NO. 1180, ASAMENDED, AND FOR
OTHER PURPOSES

SECTION 1. Title. — This Act shal be known as the “Retail Trade
Liberdization Act of 1999”.

SECTION 1. Title. —ThisAct shall beknow n asthe“Retail Trade
Liberdization Act of 1999".

SECTION 2. Declaration of Policy. — It is the policy of the State to
attract, promote and welcome from domestic and foreign individuas,
partnerships, associations, and corporaions productive investments that will
bring down prices for the Filipino consumer, PROMOTE INVESTMENTS
[stimulate economic growth], creste more jobs, promote tourism, assist small
manufacturers, STIMULATE ECONOMIC GROWTH and endde
Philippine goods and services to become globaly competitive through the
liberalization of the retail trade sector.

Pursuant to this policy, the Philippine retail industry is hereby
liberdized to encourage Filipino and foreign investors to forge an efficient and

SECTION 2. Declaration of Policy. — It is the policy of the State to
promote consumer welfare in attracting, promoting and welcoming foreign
individuals and productive investments that will bring down prices for the
Filipino consumer, create more jobs, promote tourism, assist smal
manufacturers, stimulate economic growth and enable Philippine goods and
sarvices to become glaodly competitive through the liberalization of the retail
trade sector.

Pursuant to this policy, the Philippine retail industry is hereby
liberdized to encourage Filipino and foreign investors to forge and efficient

and competitive retail trade sector in the interest of empowering the Filipino
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competitive retail trade sector in the interest of empowering the Filipino
consumer through lower prices, higher quality goods, better services and wider
choices.

consumer through lower prices, higher quality goods, better services and wider
choices.

SECTION 3. Déefinition. — As used in this Act, “retail trade’ shall
mean any act, occupation or cdling of habitudly sdling merchandise,
commodities or goods in smal quantities directly to the ultimate consumer for
persond or household consumption, excluding the following, to which the
restrictions of thislaw shall not apply:

a) Sdes by a manufacturer, processor, laborer, or worker, to the
general public the products manufactured, processed or produced by him if his
capital does not exceed one hundred pesos (P100,000);

b) Sdesby afarmer or agriculturalist selling the products of his farm;

¢) Sdes by a manufacturer or processor to industria and commercia
users or consumers who use the products bought by them to render service to
the generd public and/or to produce or manufaecture goods which are in turn
sold by them;

d) SALES IN RESTAURANT OPERATIONS BY [A] A hotel
owner or INN-keeper [operating a restaurant], irrepective of the amount of
capital, provided that the restaurant I[n] Sincidentd to the hotel business;

e) Sdes by a manufacturer or processor to the government or its
agencies, induding government owned and controlled corporations.

SECTION 3. Definition. — As used in this Act, the following shall

1. “Reall trade’ is any act, occupation or cdling or sdling
merchandise, commodities or goods directly to the end consumer for persond
or household consumption excluding sales in restaurant operations by a hotd
owner or innkeeper, irrespective of the amount of capital, provided that the
restaurant isincidental to the hotel business.

2. “Shopping center” is a modern retailing complex open or
enclosed, in which a least twenty (20) retail establishments are operating. Its
boundaries shdl includeits parking lots.

SECTION 4. Foreign Equity Participation. — Foreign partnerships,
associations, and corporations not otherwise disqudified by the Congtitution or
by law, may, upon regidration [] with the Securiies and exchange
Commission and the Department of Trade and Industry, or in case of single
proprietorships, with the Department of Trade and Industry, engage or invest in
the retail business, subject to the following categories:

Category A — Enterprises with a paid-up capitd of less than [Five]
ONE HUNDRED million pesos [(P5,000,000)] (P100,000,000) shdl be

SECTION 4. Treatment of former Filipino Citizens. — The term
“Filipino citizens’ under this Act shal include former naturd born citizens of
the Philippines.
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reserved exclusvely for Filipino citizens AND []] corporgions wholly owned
by Filipino citizens[and former natural born citizens of the Philippines];

[ Category B — Enterprises with a paid-up capital of a least Five
million pesos (P5,000,000) but less than Ten million pesos (P10,000,000), shall
qualify for foreign equity participation of up to sixty percent (60%): Provided,
That former born citizens of the Philippines shall be qualified to one hundred
percent (100%) equity participated;]

Category [C] B — enterprises with a paidup capital of [Ten] ONE
HUNDRED million pesos [(10,000,000)] (P100,000,000) or more may be one
hundred percent (100%) owned by foreigners;

CATEGORY C — ENTERPRISES SPECIALIZING IN HIGH-END
OR LUXURY PRODUCTS WITH A PAID-UP CAPITAL OF ONE
MILLION PESOS (P1,000,000) PER BRANCH MAY BE OWNED ONE
HUNDRED PERCENT (100%) BY FOREIGNERS: PROVIDED, THAT
SUCH BRANCH ISLOCATED WITHIN SHOPPING CENTERS.

Provided, That [,] for purposes of this Act, the term Filipino citizens
shall include former natura born citizens of the Philippines.

Provided, FURTHER, That [,] FOREIGN RETAILERS
ENTERING THE PHILIPPINES [FIVE] TWO (2) years after the effectivity
of this Act, [one hundred] SHALL BE ALLOWED NOT MORE THAN
SIXTY PERCENT [100%] (60%) [foreign] equity participation [shdl be
dlowed] In retal trade enterprisess IN CATEGORIES B AND C [with a
minimum paidup capitd of Five million pesos (P5,000,000): Provided, That
foreign investors in Category B enterprises shall not be alowed options to buy
any part of itslocal partner’s equity].

[Provided, further, Thet, al retail trade enterprises in which foreign
ownership exceeds 75% shdl offer a minimum of thirty percent (30%) of its
equity to the public through any stock exchange in the Philippines within ten
(10) years of dart of operations while those enterprises with foreign ownership
between sixty percent (60%) and seventy five percent (75%) <hal offer a
minimum of fifteen percent (15%) of its equity to the public.]
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Foreign investors shdl secure a cetification from the Bangko Sentral
ng Pilpnas (B) AND THE DEPARTMENT OF TRADE AND
INDUSTRY, which will verify or confirm inward remittance of the minimum
required capitd investment.

[ For enterprises classfied under Categories B and C, the minimum
paid-up capitd requirement for each branch stuated within shopping centers
shal be One million pesos (P1,000,000) and Five million pesos (P5,000,000)
for branches not located within shopping centers]

As contrasted againgt public markets, a shopping center is a modern
retailing complex open o enclosed, in which a lesst twenty (20) retall
edablishment are operating. It [‘]s boundaries shdl include its parking lots.
The Department of Trade and

Industry shal be authorized to approve shopping centers where foreign retall
branches WITH PAID-UP CAPITAL OF [capitdized a less than] One
million pesos (P1,000,000) OR MORE may be [situated] ESTABLISHED.

Foreign retall sores shal be edtablished only in cities AND IN [but]
municipaities within the Nationd Capitd Region AND IN THE
PROVINCES CF CAVITE, LAGUNA, RIZAL, AND BULACAN [are ds0
incdluded]: PROVIDED, HOWEVER, THAT foreign retal stores may be
established in municipdities outsde the [Nationd Capitd Region)]
AFOREMENTIONED AREAS upon submission to the SECRETARY OF
THE DTl of a boad resolution from the concerned Sangguniang Bayan
requesting that foreign retallers be permitted to conduct business in ther
municipaities. Provided further, That sad Sangguniang Bayan shdl not
discriminate among foreign retailers.

SECTION 5. Requirements for foreign Retailers. Any Foreign
retailer, before being dlowed to engage in the real trade in the Philippines,
must have no lessthan;

a  Fifty-million U.S. dollars (US$50,000,000) in paidup capita in
its mother corporation; and

SECTION 5. Foreign Equity Participation. — Foreign partnerships,
associations, and corporations not otherwise disqualified by the Congtitution or
by law, may, upon regisration with Securiies and Exchange Commission
(SEC) and the Department of Trade and Industry (DTI), or in case of single
proprietorships, with the DTI, engage or invest in the retaill trade business,
subject to the following categories:
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b. Fve (5 retaling branches or franchises in operation anywhere
around the world unless such retailer has & leest one branch capitdized a a
minimum of twenty-five million US dollars (US $25,000,000); and

c. Five(5) year track record in retailing.

Category A — Enterprises with a paidup capital not exceeding Two
hundred million pesos (P200,000,000) shadl be reserved exclusvely for

Filipino citizens and corporations wholly owned by Filipino citizens;
Category B — Enterprises with a paid-up capitd of Five million

dollars ($5,000,000) or more may be one hundred percent (100%) owned by
foreigners;

The Department of Trade and Industry is hereby authorized to pre-qualify dl
foreign retailers before they are allowed to conduct businessin the Philippines.

Category C — Enterprises specidizing in high end or luxury products
with a paid-up capital of Two million dollars (US$2,000,000) per branch may
be owned one hundred percent (100%) by foreigners. Provided, That such
branch is located within shopping centers.

Provided, further, Tha participation in retall trade enterprises in
Categories B and C shdl be limited to not more than sixty percent (60%) two
(2) years after the effectivity of thisAct.

Foreign investors shall secure a certification from the Bangko Sentral
ng Pilipnas (BP) and the DTI, which will verify or confirm inward
remittance of the minimum required capitd investment.

Foreign retail stores shdl be established only in cities and in
municipaities within the National Capitd Region and in the provinces of
Cavite, Laguna, Rizal, and Bulacan: Provided, however, That foreign retail
dores may be established in highly-urbanized cities and municipdities outside
the aforementioned aress upon submission to the Secretary of the DTI of a
board resolution from the concerned Sangguniang Bayan requesting that
foreign trede retaillers be permitted to conduct business in their cities or
municipaities. Provided, further, Tha sad Sangguniang Bayan shadl not
discriminate among foreign retalers.

[SECTION 6. Foreign Companies with Existing Franchise
Agreements. Any existing franchise agreement between a foreign franchisor and
a Filipino franchisee operating a store or stores exclusvely offering a particular
line or products or services shal be respected. The foreign franchisor shal not be
alowed to compete againg its local franchisee by opening a wholly or partialy
owned store sdlling the same product line, using the same trade name or offaing

SECTION 6. Requirements of Foreign Retailers. — Any foreign
retailer, before being alowed to engage in the retail trade in the Philippines,
must have no less than:
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the same service for a period of ten (10) years from the effectivity of this Act,
unless the loca franchisee agrees otherwise. However, the foreign franchisor,
subject to the approva of its local franchisee, may acquire up to a maximum of
forty percent (40%) in the equity of the Philippine franchise]

[For purposes of this Act, franchise shall be defined as a contract between a
foreign company and a Filipino national to operate a store or stores utilizing
the foreign company’s patented product and/or services or a Store or stores
dedicated to a specific brand or line of products within the Philippines.
Deslerships and distributorships are not covered by this section.]

a Five(5) retailing branches or franchises in operation anywhere
around the world unless such retailer has at least one branch capitdized at a
minimum of twenty-five million US dollars (US$ 25,000,000); and

b. Fve(5) yearstrack record in retailing.

The DTI is hereby authorized to pre-qudify al foreign retailers before
they are dlowed to conduct businessin the Philippines.

[SECTION [7] 6. Negative Lig. — Qudified foreign retailers shall
not be dlowed to engage in catan retaling activities such as retaling through
mobile or rolling stores or carts, multi-level sdlling, and door-to-door sdling
AND SUCH OTHER SIMILAR RETAILING ACTIVITIES.

SECTION 7. Requirement of Foreign Retail Branches. — The DTI
shdl be authorized to approve shopping centers where foreign retail branches
with paidup capita of Two million dollars (US$ 2,000,000) or more may be
established.

Section [8] 7. - Implementing Agency; Rules and Regulations. The
monitoring and regulaion of foreign sole proprietorships, partnerships,
associations, or corporations dlowed to engage in retal trade shdl be the
responsibility of the Department of Trade and Industry.

The Depatment of Trade and Industry, in coordination with the Securities and
Exchange Commisson, the Nationa Economic Development Authority, and
the Bangko Sentral ng Pilipinas shal formulate and issue the implementing
rules and regulations necessary to implement this Act within ninety (90) days
after its approval [Act].

SECTION 8. Negative List. — Quadified foreign retailers shal not be
dlowed to engage in ceatain retaling activities such as retaling through mobile
or raling dores or cats multi-levd <dling, and doorto-door  <dling,
dederships and such other smilar retailing activities. Provided, That a detailed
negetive lig shall heresfter be formulated by the DTI, identifying specific
industries or business sectors and activities.

SECTION [9] 8. Penalty Clause. — Any viadlation of this Act shall be
punished by imprisonment of not less than one (1) year but not more than (5)
years and by a fine of not less than One million pesos (P1,000,000) but not
more than ten million pesos (P10,000,000). In the case of asociations,
partnerships or corporations, the penalty shall be imposed upon its partners,
president, directors, manager and other officers responsble for the violaion. If
the offender is not a citizen of the

Section 9. - Implementing Agency; Rules and Regulations. The
monitoring and regulation of foreign sole proprietorships, partnerships,
associations, or corporations dlowed to engage in retal trade shdl be the
responsibility of the Department of Trade and Industry.

The DTI, in coordination with the SEC, the Nationa Economic
Development Authority (NEDA), and BSP, shal formulate and issue the
implementing rules and regulations necessary to implement this Act within
ninety (90) days after its approval.
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SECTION [10] 9. Repealing Clause. — Republic Act No. 1180, AS
AMENDED is hereby repeded. All other laws executive orders, rules and
regulations or parts thereof inconsistent with this Act are repedled or modified
accordingly.

SECTION 10. Penalty Clause. —Any peson who shal be found
guilty of violation of any provison of this Act shal be punished by
imprisonment of not less than one (1) year but not more than (5) years and by a
fine of not less than One million pesos (P1,000,000) but not more than ten
million pesos (P10,000,000). In the case of associations, partnerships or
corporations, the pendty shal be imposed upon its partners, president,
directors, manager and other officers responsble for employee, he ghdl, in
addition to the pendty prescribed ferein, be dismissed from the public service,
perpetudly disqualified from engaging from holding any public office.

SECTION [11] 10. Separability Clause. - If any provision of this
Act shdl be held unconditutiond, the other provisions not otherwise affected
THEREBY shdl remaininforce and effect.

SECTION 10. Repealing Clause. — Republic Act No. 1180, is
hereby repeded. All other laws, executive orders, rules and regulations or parts
thereof incongistent with this Act are repealed or modified accordingly.

SECTION [12] 11. Effectivity. This Act shal take effect fifteen (15)
days after its [approva and] publication in at least two (2) newspapers of
generd circulaion [inthe Philippines].

Approved.

SECTION 11. Separability Clause. - If any provision of this Act
shal be held unconditutional, the other provisons not otherwise affected
thereby shal remaininforce and effect.

SECTION 12. Effectivity. This Act shall take effect fifteen (15) days
after itspublication in at least two (2) newspapers of genera circulation.

Approved.
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APPENDIX B

COMPARATIVE PERCEPTIONS OF APEC (BASED ON INTERVIEWS)

Government-L egidative

Players

| Generationd

Rep Ace Durano, Cebu

Rep Edmund Reyes
Marinduque

Il Regiond
Rep Widberto Tafada

(Luzon)

Rep Sdceda

Rep Mar Roxas(Visayas)

Worldview on APEC + other |ssues

Retail Trade Lib: matter of timing; need
to give incentives to Filipino retailers,
no to speedy liberalization.

Financid Lib: need to liberdize to
acquire financia technology; banks
should go toward consumer lending.

Agriculturd Lib: politicsand
economics are head to head; legidators
should manage palitica and economic
implications of agri Hib.

Retail Trade Lib: seesnolinkage
between retail trade lib and
development.

Financia Lib: infavor of liberadization
asthereis no choice but to promote free
flow of capital and investment.

Agricultura Lib: need government
intervention in the form of cheaper
credit, inputs, farm to market roads and
storage facilities.

Againg liberdizationin al new aress.

In favor of retal trade liberdization.

Financia Lib: fed that indtitutiona
western framework inadequete; capital
should be mobile but market ethicsis
the key.

Agriculturd Lib: gradud and minimel
liberalization; have to correct policy
distortionsto dleviate socia costs; level
playing field by helping farmers.

See comments as LAMP party leader.
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Means of I nfluences

Neophyte solon who sendsideas
to Congressiond Planning and
Budget Officefor condideration.
Also buildsindustriesin his
digtrict to promote economic
activity.

Active as member of Committees
onAgriculture, Tradeand
Industry, Appropriations, Ways
and Means.

Attends congressional hearings,
writes position papers on issues
related to economic nationalism.

Writes position papers and cannot
be swayed with his praxis. In
favor of greater competition and
counts House Spesker Villar as
andly.




Rep Neric Acosta
(Mindanao)

111 Politica Parties

Rep Florencio Abad
(Liberd)

Rep Mar Roxas(LAMP)

Rep Montemayor (Party
List ABA)

Retail Trade Lib: favors gradud
liberalization of retail trade; believes
economic nationalism is deed but
cannot fully liberdizeif [it] means
moreproblems.

Financid Lib: legidators must be
careful due to some fedling that it might
have been responsible for the Adan
financid crigs.

Agriculturd Lib: againgt; must not be
subjected to market forces asit is not
yet controllable.

Retal Trade Lib: againgt casudisation
of labor; in favor of liberalization only
ontheleve of big retailers.

Financia Lib: country isnot strong
enough for globa competition;
however, consumers should dso be
protected from high prices.

Retail Trade Lib: pro-liberaization and
suggests 60-40 arrangement in favor of
foreign investors;, favors setting of
$100M investment minimum with 2
sites, implementation within 3to 5
years.

Financid Lib: pro-liberalization of
banks and investment houses.

Agriculturd Lib: more complicated,
need to balance competing interests of
produces and consumers, need to make
farmers more competitive with training
and capitdl.

Retal Trade Lib: has concerns about
regiona blocs and cautious about
further liberdization.

Financial Lib: prefersto adopt cautious
atitude given prevailing conditions.

Agriculturd Lib: carries concerns about
food security; need to maximize
benefitsfor farmers.

Strong position on devel opmental
issues; advocacy includes
research and participatesin
debates and ddliberations; will
advocate beliefs without
antagonizing colleaguesin
Congress.

Involved in Congressiond
Committee on Agriculture.

Asmgority floor leader, carries
influence in ddiberaions, ams
anincressing majority of LAMP.

Advocacy work involves
networking with the mediaand
academe. Fought for the
reduction of tariffsfor industrial
products to benefit farmers.




Rep Diogenes Osabel
(ALAGAD)

Retal Trade Lib: in favor, as chegper
goods to benefit consumers.

Financid Lib: cautious, anceif foreign
banks borrow from locd banks, move
will be counter-productive.

Agriculturad Lib: government should
come up with safety nets and impact
analysis.

Posdition is open and advocates
viewsin congressiond hearings;
no longer encourages rallies and
massdemongtrations; would
suggest seeking views of
economic nationdist.

Government-Executive

Players

Sen Sergio Osmefia, Jr.

Ms. Ching dela Pefia
(consultant for the
Department of Agriculture:
Agribusiness System
Assistance Programme)

Ms. Tetet Calavia
(consultant for policy
anaysisand advocacy
assistance, DAI-AGILE
with funding from DoF and
USAID.

Worldview on APEC + other |ssues

Tradeisan important stimulant to
growth; promotes greater equdity
amongst nations, rewards efficient
sectors.

Agriculture and retail trade are
traditional industries and are important
asinefficienciestend to cascade over a
substantial portion of the economy.

Tariffs and subsidies are a deterrent to
development in the long run; favors
unilateral tradeliberdization.

No choice but to liberd ize; need
benefits of growth and economies of
scae and spread of technology.

We are minor playerswithin the WTO
and the cost of not joining is till greater
than the cost of joining.

Liberaization in the agricultural sector
will not kill us; after dl, the sugar
industry is still around despite
complaints, WTO commitments have
forced government to devote alarger
dice of the budget pie to agriculture; nee
to provide competitiveness-enhancing
measures and prepare bureauicracy.

Liberdization increases the number of
people with access to benefits; problems
have aready been forecasted since

WTO rétification; sad that
competitiveness-enhancing measures

for agriculture are not in place yet.

Already have adequate safeguards for
agriculturein theform of tariffsand
exchangerates, deterrents exist and if
government can find dumping, may
unilaterally raise tariffs.

Means of I nfluences

As senator, looks to change the
fact that the mgjority of
beneficiaries are often
uninformed.

All preliminary position papers
are backed by public
consultations. Afterwards, they
are submitted to the Department
of Agriculture and thento an
inter-agency conference about
APEC inwhich different sectors
are represented.

Agency helps policy analysisand
provides options which it then
submitsto NEDA or final
recommendation.
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Academe

Players

Dr. Wdden Bdlo

UP Department of
Sociology and National
College of Public
Adminigration and
Governance

Dr. Francisco Nemenzo

UP Department of Political
Science

Dr. Edberto Villegas
IBON Facts and Figures

Worldview on APEC + other |ssues

Any movestoward liberdization should
be aimed a strengthening anation’'s
€economic capacity, promoting equity,
nationa security, sovereignty and
democracy. Unfortunately, these things
seem to beleft out of the discussion;
power relations are unimportant in
economies, it does not seem to bother
usthat 70% of our development is not
determined here.

APEC isno longer vigble sincethe US
hes lost interest and has become much
more insular; need to respond by
forming EAEC and encourage Japanese
trade and investment.

Retail trade liberdization does not
contribute to development, but instead
only distorts consumption habits of
Filipinos and kills off sari-sari stores.

Agricultura Lib has dlowed the entry
of foreign products which has just
created acquired tastes, just as those for
apples.

Againg retall trade lib sinceretall trade
isthelast bastion of Filipino
entrepreneurship; flood of cheaper
goods will stop after foreign penetration
strategies have been successful.

Againd financid lib Snce banks give
preferentid loansto TNCsand
discriminate againgt small firms;
repatriation of profits outweighslevel of
initia investment.

Against agriculturd lib since US just
wants to dump itssurplus: importing
agricultural goodsis not good for food
Security.

Means of I nfluences

Has internationd influence, being
the co-director of Focus on the
Globd South based in
Chulaongkorn, Thailand.

Chairman of AKBAYAN —an
NGO which pursues objectives of
andyds, advocacy and
networking with civil society
groups.

Carries out advocacy work in
Washingon; tedtifiesat US
congressiond hearings; builds
left-right codlitions.

Asserts APEC is paralyzed, if not
dead.

Joins Peoples Forum: represented
in Congress through EttaRosales
and Wdaden Bdllo; writesa
column in anewspaper.

Means of advocecy is through
IBON Facts and Figures and
atending rdliesand
demonstrations against TNCs.
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Private Sector

Players

Mr. Edwin Glindro

Philippine Chamber of
Commerce and Industry

Ms. Julie Chater

First Politica Officer
Audrdian Embassy

Mr. Robert Sears
President
American Chamber of

Commerce of the
Philippines

Worldview on APEC + other |ssues

Deve opment must be mass-based and
liesin encouraging micro to SMEs.

Liberalization cannot be stopped: forces
people tp become more competitive and
innovative.

EVSL isevidencethat pacing of
liberdizationisal right; agricultureis
last to be liberalized, anyway.

Liberdization encouraged because of
generd economic gains, higher levels of
investment; Australian experience has
shown that it istough convincing voters
to accept; need safety netsfor sensitive
industries. Despite this, however,
Austrdiais at the forefront of
liberdlization effortsin the food and
energy sectors.

Sugar has caused some bilaerd
problemswith RP; issue of minimum
access volumeis a gticking point;
atemptsto hold dialogues on plant
research arein place; against CEPT
scheme.

Liberdization isgood because of its
effects on wealth distribution, creation
of jobs and pressure to maintain
government transparency.

In the Philippines, paceisdright in
banking sector, athough retail tradelib
should proceed more quickly; need
amendments to the condo laws and
omnibus energy code.

Recommends switching customs code

from HCV baseto export value base:
exploring possibility of businessvisa
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Means of Influences

Seven previous PCCI board
members have been given cabinet
positionsoinfluential.

Advocacy through 100-day
Action Agendafor the President:
7000 PCCl members, 100 locd
chambers, 192 industry
associations.

PCCI trainstrainers, holds
conferences amnongst members.

Carries out market access
didogueswith various
government agencies.

Advocacy work involves
testifying at hearingsand giving
out position papers.

ACCI exigts for the purpose of
helping American busnesses
operating in the Philippines by
providing an information base,
€etc.




Dr. Nod Ravdo

Chief Economist
Bankers Association of the
Philippines

Hard for bankers to understand macro
concepts, but will support rational
development policies.

Asarule, it iseasy to liberalize—what
isdifficult isto harmonize, especidly
considering underdevel oped capita
marketswithin certain countriesin
APEC, induding ours.

Advocacy involvestestifying in
Congress dthough difficult since
many solons have superficiad
understanding of how the
banking sector works or what
bankers do.

Civil Society
Players Worldview on APEC + other |ssues Means of Influences

Sister AnnaHaydee Ambivalent about retail tradelib: Advocacy carried out through
Librgjo suggeststhat local content in products education, didogue and
Canodan Sigters being sold should be obligatory. encounterswith people's
S. Magdaene Foundation organizations.
for Collaborative and Need stricter controlson financeto
CreetiveMinigtries prevent capital being concentrated in

thefew; skeptical about trickle-down

effect.

Agriculture lib will harm farmers; food

isabasic need and should be made

sufficient through loca production;

what are needed areinfrastructuresto

increase productivity.
Mr. Alex Aguilar Infavor of retall tradelib sinceincrease TUCP has been consulted by the
Trade Union Congress of in labor demand will cushion effects of Senate on economic policies and
the Philippines didocation; will also bring in cheaper has agreed to liberaization

goods.

In principle, financid lib will bring
down interest rates, but other effects on
labor must be studies.

Given that many farmers are wage
earners, government should provide
safety netsfor farm laborers through
retraining, etc.

meaaures for aslong as Senate
promised to allocate support
funds for didocated workers.
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