ANNEX A

PHILIPPINE BUSINESS GROUPS INCLUDING THE JOINT FOREIGN CHAMBERS PRIORITY MEASURES FOR CONSIDERATION
In order to ensure inclusive growth that is sustained over the long-term, we, the Philippine Business Groups including the Joint Foreign Chambers, are one with the Aquino administration in reaching this goal. We thus present this list of key issues and measures that we believe will generate the greatest impact towards our common commitment towards job generation, national competitiveness, and ultimately, poverty reduction.
1. ACCELERATING TRANSPORTATION INFRASTRUCTURE AND ADDRESSING HIGH COST OF LOGISTICS
Stakeholders and analysts are one in the opinion that inadequate and substandard infrastructure is among the biggest restraints to fully harnessing the Philippines’ economic potential. With the Philippines ranking last among eight ASEAN countries in the 2012-2013 World Economic Forum Global Competitiveness Report in rail, air, and sea transport infrastructure, it is imperative that projects in this area be implemented at the soonest time. We note in particular the projects in the Public-Private Partnership Program pipeline and the various others currently pending in government departments, most notably the DOTC.
In the near-term, accelerating transport projects will facilitate regional integration through the ASEAN Economic Community, and assist in the successful hosting of the APEC Summit, both occurring in 2015. Such projects also create a multiplier effect, generating additional employment, and improving the country’s logistics system, thus greatly reducing, if not eliminating, losses to productivity. 
	Recommended Steps:

	· Accelerate the implementation of transport PPPs and overcome legal objections swiftly. Some of these important projects include a modern international airport, de-clogging the Port of Manila, and connecting NLEX and SLEX  

· Adopt a National Transport Plan through an Executive Order pending the passage of a necessary legislation

· Strengthen mechanism for collaboration and consultation between the public and private sectors in order to facilitate project construction with minimum policy and legal impediments

· Address cost, quality and competitiveness issues in logistics 

· Amend the Cabotage law


2. PROMOTING ANTI-TRUST AND COMPETITION POLICY
An effective anti-trust law and competition policy will create a level playing field that will encourage productive investments. The passage of an anti-trust law is critical in light of commitments by ASEAN states to introduce competition policies within their respective jurisdictions in preparation for regional integration in 2015. 

In the 2012-2013 World Economic Forum Global Competitiveness Report, the Philippines scored the lowest among eight ASEAN member countries (ranking 84th among 144 economies) in terms of effectiveness of anti-monopoly policy and in terms of extent of market dominance (ranking 98th overall).
The Philippines lacks a single comprehensive piece of legislation that embodies competition policy.  Each sector and industry is covered by several laws and issuances which often grant administrative and regulatory powers to different government agencies, possibly resulting in conflict due to overlapping jurisdictions. Moreover, existing laws are too antiquated to capture the complexities of the current market such as the relevant provisions of the Revised Penal Code and the Civil Code which remained unchanged since the law was first passed in 1930 and 1949, respectively. 
	Recommended Steps:

	· Engage the private sector to provide inputs to the competition and anti-trust measure, using House Bill 4835 as a working draft

· Strengthen the present Office for Competition under the Department of Justice in order to have a ready pool of experts once an independent competition agency is established

· Strengthen the regulation of unfair competitive practices


3. ADDRESSING SMUGGLING AND IMPROVING TRADE FACILITATION

While there have been gains in the efforts to curb smuggling through the confiscation of smuggled goods, the filing of  cases against suspected violators, and implementation of certain policy reforms, the estimated revenue losses to the government is   over P100 billion annually. Strong cooperation and coordination between the government, particularly the Bureau of Customs and the Bureau of Internal Revenue, and the business sector is crucial to the campaign against smuggling.
Meanwhile, the Philippines acceded to the International Convention on the Simplification and Harmonization of Customs Procedures or the Revised Kyoto Convention (RKC) on 25 June 2010. Out of the 179 members of the World Customs Organization, there are 85 contracting parties to date which includes the Philippines, Vietnam and Malaysia, the only ASEAN member states signatories to the RKC. Likewise, only 11 of the 21 APEC economies have acceded to the Convention. However, all ASEAN and APEC economies have agreed to simplify and harmonize their respective customs procedures with the RKC. Contracting parties are obliged to implement the standards within three years of entry into force and the transitional standards within five years of entry into force.
	Recommended Steps:

	· Create a PPP Oversight Body Against Smuggling (POBAS) to serve as an oversight body composed of relevant government agencies including  representatives from the private sector 
· Study the possibility of integrating the two measures – Customs Modernization and Tariff Act (CMTA) and Anti-smuggling – into one bill to be filed in the 16th Congress taking into consideration the country’s legal obligation to comply with the provisions of the RKC. 

· Implement the automatic transmission of the inward foreign manifest to the DTI and DA
· Streamline procedures and computerize the system to minimize discretionary human intervention

· Allow the participation of private lawyers in the prosecution of smuggling cases.

· Strictly enforce customs and tax laws leading to convictions of smugglers, especially the “big fish” smugglers

· Provide consistency in the interpretation of laws and issuances




4. RATIONALIZING FISCAL INCENTIVES
We strongly urge the government to review existing incentive-giving laws, numbering over 120 laws, for the purposes of assessing, reconsidering and harmonizing these laws to reflect the core essence of providing fiscal and non-fiscal incentives, and doing so effectively. This will achieve the multiple goals of: (1) eliminating redundant and overlapping incentives; (2) granting incentives to industries that produce evident positive spillovers to society; and (3) avoiding further revenue loss from the government’s “foregone revenues”.
In the administrative side, we suggest that the government establishes a clear and coherent framework for the existing agencies and the IPAs. It should work on simplifying the procedures, delineating functions and responsibilities, and establishing a system for coordination, reporting, and monitoring. It would also be wise to take advantage of the proven efficiency and effectiveness of PEZA and zone administrators in managing and administering incentives. 
	Recommended Steps:

	· Review and consolidate the different incentive-giving laws. Assess the need for continued grant of incentives or study the possibility of putting a timeline to it
· Define a clear standard to be used in determining which sectors and industries or specific areas thereof (those that are the country’s strengths or comparative advantage) are qualified for the grant of incentives

· Promote transparency in the grant of fiscal incentives that will aid in the management of tax expenditures
· Support the idea of Special Economic Zones by the Department of Trade and Industry (DTI) and Philippine Economic Zone Authority (PEZA) to locate “strategic” projects free from local government regulations




5. RETAINING THE MINING ACT, COMPLEMENTED BY IMPLEMENTING A COMPETITIVE FISCAL REGIME
Despite a -17% contraction in the mining and quarrying subsector, industry accelerated at a rate of 10.9%, significantly contributing to the 7.8% GDP growth of the Philippines in the first quarter of 2013. With the right policies in place and a strong will to implement the law, the mining industry can very easily add two percentage points to the GDP. 
Given that the Philippines has gained candidate status to the Extractive Industries Transparency Initiative (EITI) this year, achieving the government target of becoming EITI compliant by 2015 is  on track.  Institutionalizing EITI fully will ensure better governance in mineral resource development that will ultimately translate to improvement in the people’s living standards.
Thus, we urge government to establish a stable regulatory regime as solid foundation upon which investor confidence is bolstered and business investment is encouraged. 
Changing the rules of the game midstream will shake investors’ confidence broadly across all industries and negatively affect the investment climate, thus harming the country’s credibility.
	Recommended Steps:

	· Fully implement and enforce the provisions of the existing Mining Act, especially its environmental protection measures and provisions on post-mine rehabilitation 

· Introduce an internationally competitive fiscal regime for mining that achieves a progressive and equitable sharing of proceeds between the government and investors, and ensures an efficient and transparent system for revenue payment and collection.

· Rationalize the implementation of proposed “no-go” zones for mining projects, taking into account our national security and industrialization needs for reliable sources of copper, nickel, iron, and gold.

· Ensure consistency of local ordinances with regulations, decisions, and policies of the National Government relating to the exploration, development, extraction, and utilization of the State’s mineral resources.

· Ensure respect for vested rights under existing mineral agreements.

· Strictly enforce the provisions of RA No. 7076, or the People’s Small-Scale Mining Act of 1991 to improve and address issues on small-scale mining, such as compliance with the National Internal Revenue Code (NIRC), the Environmental Impact Statement System requirements under Presidential Decree No. 1586; creation of People’s Small-Scale Mining Areas or Minahang Bayan; and the prohibition on the use of mercury in small-scale mining. 




6. RESOLVING THE HIGH COST AND INADEQUACY OF SUPPLY OF POWER 
At present, the interconnected Luzon and Visayas grids have more balanced energy mixes, spread across fossil fuel-powered sources and renewable/indigenous sources. This is in contrast to Mindanao, where 51% of the energy mix relies on hydro power. This, coupled with erratic climate, heavy siltation of water sources, poor maintenance of existing hydro power plants, and lack of other sources of energy, are among the key reasons for the power situation Mindanao is experiencing, and thus requires government attention. 
While the Mindanao power supply shortage is expected to be resolved by 2015, it remains imperative to ensure that additional investments in energy are committed within the President’s term. This, however, should also come hand-in-hand with encouraging the government to provide a good investment environment. 
	Recommended Steps:

	· Integrate a power development roadmap into the Philippine Energy Plan and ensure its timely implementation. 

· Address issues between national and local government that delay or make it impossible to build new base-load generation plants; resolve legal objections swiftly

· Fully implement the Electric Power Industry Reform Act (EPIRA), including open access, which should lead to more competition 

· Require electric cooperatives to: (1) aggregate their power demands; (2) contract 100% of their forecast load; and (3) enter into long-term (minimum of ten years) power supply agreement for base load plant.




7. REVISITING THE RESTRICTIVE PROVISIONS IN THE CONSTITUTION AND IN OTHER LAWS 
We commend the Philippine government for amending RA 7353, “Rural Act of 1992”, and passing RA 10574 which allows the infusion of foreign equity in the capital of rural banks. By allowing up to 60% foreign ownership in rural banks and allowing them to accept real property mortgage and take possession of such up to five years, we will hopefully see a reversal of the rising trend of rural bank closures which averages in the 20s every year.
In the same respect, we hope that the Administration would push for the amendment of the economic provisions in the 1987 Philippine Constitution that impede healthy competition, industry efficiency and, therefore, service and price efficiency. In addition, we strongly encourage the revision of the 9th Foreign Investment Negative List reduce the list of industries where foreign participation is limited. We believe that by taking these steps to liberalize key sectors in our economy we would bring in fresh knowledge, innovative systems and technology, and new jobs for our people—all of which would lead to a thriving nation propelled by inclusive growth. 
	Recommended Steps:

	· Review the economic provisions of the Constitution to  encourage private sector participation and the entry of  foreign direct investments  

· Review the Foreign Investment Negative List (FINL) and reduce restrictions in the list  

· Consider the possibility of amending the Constitution through an Act of Congress or acting as a Constituent Assembly by appending the phrase, “except when otherwise provided by law” to the economic provisions but with clear stipulation of the safeguard against indiscriminately owning land for speculation.




8. REFORMING THE JUDICIAL SYSTEM 
All vacant positions in the judicial system must be filled up by competent individuals as soon as possible. Simultaneously, efforts must be pursued in reforming the justice system highlighting the need to strengthen the competence and efficiency of its employees, prosecutors and judges in all levels. Conducting internal programs that provide trainings and capacity building activities, as well as providing competitive compensation, will significantly contribute to the improvement of our judicial system. Furthermore, concerns surrounding the seemingly arbitrary issuances and interpretations and the slow disposition of cases may create a perception of distrust in our legal processes. 

	Recommended Steps:

	· Fill all judicial vacancies expeditiously

· Make the salaries of prosecutors and members of the judiciary more competitive. 

· Improve competency of the public lawyers and judges through continuous trainings, re-trainings and capacity-building.

· Provide an effective mechanism to aggressively investigate judges suspected of corruption and pursue legal and administrative actions once offense is established

· Establish “fast-track” arbitration courts/procedures for business disputes

· Ensure consistency between local ordinances and policies with national laws

· Review of the rules and regulations related to the writ of Kalikasan 


