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The Joint Foreign Chambers on CGITIRA

American, Australian-New Zealand,

The JFC is a coalition of the
Canadian, European, Japanese,

members presented objections to the pro-
posed reforms.

Figure 1. FDI inflow, total AS

and Korean chambers and PAMURI (an TRAIN 2 differed in many ways from
association of ROHQs). We represent | the Investment and Incentives Code of
over 3,000 member companies engaged | the Philippines bills which we had been 160.0
in over $100 billion worth of trade and | called to comment on before this com-
some $30 billion worth of investments in | mittee in every Congress for almost two 1400
the Philippines. decades. 120 0
The JFC supports and promotes open We had become accustomed to the
international trade, increased foreign invest- | Department of Finance and the Department 100.0
ment, and improved conditions for business | of Trade and Industry differing in their ap- -
to benefit both the Philippines and the coun- | proaches to the so-called rationalization of
tries JFC members represent. | fiscal incentives. 80.0
Almost all our member firms will be Successive congresses ended without 60.0
affected by this proposed legislation. We | approving any of the many proposed reform
have firms that have been in the country for | bills, and the status quo continued year 400
over a hundred years, as well as firms that | after year.
invested only this year. 200
We have long supported the fiscal 2
All of our members are subject to cor- | incentive regime of the Philippine Gov- 0.0 1
porate income taxes, many at the full CIT = ernment as managed by the PEZA, the .
rate, while many others pay the lower 5% | BOI, Clark, Subic, and other IPAs because
GIE rate that CITIRA will abolish. We also | it enabled many of our firms to invest in the 2005 2006 2007 Zwa
count numerous Filipino corporations and | country by making overall operating costs
individuals among our members. | competitive.
We support Comprehensive Tax | Each country has its own advantages

Reform, with some exceptions. All gov-
ernments should periodically update their
tax regimes. And tax revenue, of course, is
needed for all the programs that the public

as well as disadvantages. In our global
economy, the economies that are the most
competitive are rewarded with the most
investment, including foreign investment.

Table 1. FDI Inflows, by regic

consent of the copyright owner.

sector should provide a country — defense,
infrastructure, social services, civil servants ASEAN has averaged $120 billion 2005 2006 20
and legislators, among others. annual FDI since 2010, often comparable L e
to China, growing from $43 billion in 2005
We support the Ten-point Socioeco- | to $149 billion in 2018 (see figure 1 and g
nomic Agenda of the Duterte Administration. | table 7). China 24 27 8
We support significant increases in public ' =
spending on education, health, and physical However, the Philippines consistently
infrastructure. " lagged behind its five ASEAN peers in FDI Total ASEAN 42.7 63.8 78
inflows (see figure 2 and table 1). Only in the —
However, we do not support every pro- | last five years has the Philippines received : 49 6
vision in all the different packages of the | more sizeable volumes of FDI. Indonesia 83 -
TRAIN reforms. For example, in TRAIN Jles —
1 we asked that the 15% PIT for existing | During the period 2005 to 2018, the Phil- :
ROHQs be grandfathered because this in- | ippines received a mere 4% of the total FDI Malaysia 4.1 6.1 8
dustry has aggressive regional competitors | inflow to ASEAN and 8%,when Singapore
in Malaysia and Hong Kong. | is excluded. Philippines 1.9 29 ?
The Congress agreed, but the provision The Philippines is rated poorly in
was vetoed. Since then 15-20 of the some | competitiveness and ease of doing
250 ROHQs in the country have shutdown. | business. Two widely-consulted global Singapore 17.7 37.5 42
indexes rate the Philippines the lowest of the
At the same time, we welcomed the | ASEAN-6 in key competitiveness rankings. -
new lowered PIT that benefited millions of | In the Ease of Doing Business (see figure Thailand 8.0 8.2 9
our employees; It corrected tax rates after | 3), the Philippines - while lowest-ranked - is i
many years of inflationary bracket creepand | close to Indonesia and Vietnam. B
provided them more take home pay. , Viet Nam 20 24 7
In the Competitiveness Index, the Phil-
When TRAIN 2 was first proposed in | ippines and Vietnam rank the same, while e =
December 2017, a large number of our | Indonesia is higher (see figure 4).
20 BizNews Asia/ Oct. 21 - 28, 2019
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JFC and industry associations are upbeat on the Philippine economy except for
CITIRA. Our investors appreciate the advantages of the Philippines, including strong
growth, a large population, and numerous policy reforms. Unfortunately, CITIRA
presents a dilemma. We welcome the CIT reductions, but we believe the rationalization of
fiscal incentives provisions as drafted will have serious negative effects on FDI and jobs.

ks ; ey Each of the three countries has advan-
A" Vs Ch"‘a, 2005-201 8, in US$ b|"|nns tages over the others - the Philippines with
English, Indonesia has a large middle class

market, and Vietnam offered lower labor
costs (until recently).

Also, both Indonesia and the Philippines
subsidize power. These are among the
reasons Indonesia and Vietnam continue to
attract much mare FDI than the Philippines
in 2017 (see figure 2).

Fiscal Incentives have been vital to
attracting more foreign investment by
compensating for higher costs of operat-
ing. Many foreign investors do not receive
fiscal incentives. They tend to be non-export
firms active in the domestic market, have
been present in the country for some time,
or are not highly sensitive to operating costs.
The CITIRA will benefit these firms with the
reduced CIT rate, as it willfor almost 1 mil-
lion domestic market firms are mostly paying
30% CIT according the DOF.

2009 2010 2011 2012 2013 2014 2015 2016 2017 2018 Biit ihousane of forekgn comparis
engaged in the export of goods and services
= have located in the Philippines because of
== Total ASEAN == China competitive fiscal ince ntiv%g. protection from

the infamous red tape of the country, as well

n and economy, 2005-2018, in US$ billions

07 2008 2009 2010 2011 2012
5 108.3 95.0 | 1147 124.0 1211 123.9 128.5 135.6 ! 133.7 1341 | 139.0
=l — ' - | {

] 49.5 414 1130 | 86.0 1121 118.2 1294 1143 ‘ 116.8 | 1442 | 1437
.9_ | 9.3 | 49 13.8 | 19.2 _19.1 18.8 21.8. ;E.B 3.9 | 206 l _22.0_
6 _7.2 | 1.5 91 122 9.2 ‘;'2.1 10.9 I 10.1 ;1.3 . 9.4 I 8.1
.8 1.5 2.0 1.3 2.0 24 2.3 5.3 4.4 6.9 8.7 6.5
6 11.8 18.5 :: 575 39.9 60.1 . 56.7 73.3 59.7 73.9 75.7 776
2 - 8.1 5_.4__ 146 | _:l i 9.1 | 15.5 ; | 5.6 _|‘_1—8 “r 6.5 | 10.5
U——QS 7.6 8.0 ?:5__ iz 8.4 | -8.9 9.2 11.8__ L 12;_" 14.1 o 155
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as changing policies of government. These Fiscal incentives compensate for 250
companies now employ some two milion =~ higher operating costs. Our member
Filipinos in direct jobs and almost eight mil- | companies that have availed of the long-
lion in indirect jobs. standing fiscal incentives regime are usually
export-oriented and can easily locate their 200

What does WEF say are the top con-  factories elsewhere.
cerns of businessmen in the Philippines?
Some critics of fiscal incentives have said Atthe CIT of 30%, they would not invest
fiscal incentives are not high on the list of | in the Philippines. Nor will most of them 15.0
issues that concern foreign investors. continue to invest at the CIT rate of 28%,

which CITIRA will impose on 1,169 firms

This is a gross misinterpretation. Ac- | that have enjoyed incentives for more than 10.0
cording to the World Economic Forum the | ten years. ’ J—
top six issues that concern business are
(1) inefficient government bureaucracy, (2) The DOF says these firms have “taken
inadequate supply of infrastructure, (3) cor- | advantage” of the country and should pay 5.0
ruption, (4) tax regulations, (5) tax rates, and | the same CIT as domestic firms. Some may,
() policy instability. (see table 2). but many will exercise their option to chose

| a more affordable location.
Fiscal incentives are not on this 0.0

list because they are not an issue.
Export-oriented foreign investors in busi-
ness processing and manufacturing are
predominantly located in PEZA zones and
special economic zones precisely because
these zones reduce the impact the above
issues - except infrastructure - and because
fiscal incentives help compensate for higher
operating costs. For the great majority of
these companies, they would not be op-
erating in the Philippines without fiscal
incentives.

time- consuming reporting to government 100 1 o o ° °
investors often cite the high cost of = agencies and audits by the BIR as a result ﬁ 1
electricity. Power plants in the Philippines | of placing several thousand firms currently
generate electricity at prices comparable to | under the simplified GIE system under the 80 -
other ASEAN countries. more complicated BIR rules for CIT.
However, several ASEAN competitors Firms will be asked for more informa-
subsidize power. For example, the cost of = tion under the “transparency” and “perfor- 60 -
power in Vietnam is 30% less than in the mance” requirements of CITIRA.Increased
Philippines for this reason. TIMTA information requests also increase f
red tape. 40 -
There are also growing concerns that
the power supply will be inadequate with PEZA is a much admired and effec-
increasing blackouts by 2022, as little tive institution for foreign investors. Most
additional baseload capacity is under foreigninvestors in the business processing 20 -
construction or even approved to be | sSector and mostin export manufacturing are
constructed. located in PEZA.
0

Logistics, internet, and labor costs
are also higher than major regional com-
petitors. The Philippines is a feeder port
economy with no direct shipping for exports
to the United States. A container takes 25
days to reach the US West Coast. From
Vietnam it takes only 15 days. The cost of
shipping is also higher.

Wages for manufacturing workers
in the Philippines have become very
competitive with regional competitors In-
donesia, Malaysia, Thailand, and Vietnam
in recent years (see figure 5).

This should encourage more foreign
as well as domestic firms to consider new
investments in this country. However, the
high number of paid non-working holidays in
the Philippines raises labor costs for foreign
investors.

22 BizNews Asia/ Oct. 21 - 28, 2019

The DOF statement reflects no appre-
ciation for the significant contribution of our
firms to the Philippine economy.

These investors - working with dedi-
cated officials at PEZA and similar agen-
cies- have created millions of Filipino jobs
at home (rather than abroad) and boosted
GDP growth.

CITIRA makes doing business harder
not easier. The CITIRA will result in more

These investors selected the Philippines
for its workforce. Incentives compensated
for higher operating costs. The beneficiaries
are the workers who have direct jobs, the
workers who have the indirect jobs cre-
ated, and the government from increased
revenue.

According to the DOF, there are 5,921
firms currently receiving incentives, of which
3,104 are located in PEZA zones. PEZA
lists a total of 4,371 firms registered in 396
Z0nes.

The DOF did not provide information
on how many of these firms are domestic
market firms and how many are exporters of
goods and services. PEZA locators, almost
by definition, are exporters. So are many
of the firms located at the Clark and Subic
special economic zones.

Figure 2. FDI inflow, ASEAN-

2005 2006 2007 2008

"= Philippines

—o—Indonesia -—o— Malaysia i

Source: World Bank and authors calculati
Note: N= 175 (2006-2007); 181 (2008); 1!
*2014-2019 rankings based on nowmlﬂn_

Figure 3. World Bank Doing B

|
2006 2007 2008 2009 2

PEZA has attracted over P3 ftrillion of
investment (see figure 6) and hosts more
than 1.5 million workers (see table 3).

New investments in PEZA have been

declining. Total new investment in PEZA
peaked in 2012 and 2015 and has declined
significantly in the last three years in both its
manufacturing and IT components.
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Various issues discouraged new invest-
ment, including the negative international
image from the violent drug war and martial
law in Mindanao, the 2016 announcement
of “separation” from the United States, the
inauguration of an “America First” president
in 2017, and port congestion. TRAIN 2, as
launched in December 2017, was seen as
policy discontinuity by the large foreign in-

vestment community in PEZA, Clark, Subic,
and other zones. It created uncertainty for
new investors and existing investors who
hesitated to invest since they did not know
the details of future fiscal policies.

CITIRA does not optimize job cre-
ation. The DOF estimates CITIRAwill create
1.6 million new jobs over 10 years through

the reduced CIT. This estimate is based on
the questionable assumption that all firms
are paying close to the full 30% CIT.

DOF assumes that tax savings for firms
as the CIT is reduced will be spent on in-
creased hiring.

However, the DOF has been silent on
the number of direct and indirect jobs
that will be lost as a result of the large
increase in the CIT rate under CITIRA for
long-time investors.

Why hasn’t the DOF explained these
potential job losses when foreign investors
scale down their operations?

The Senate Ways and Means Commit-
tee chairman at the November 2018 hearing
on TRABAHO requested DOLE to submit a
study on the impact on jobs of the proposed
law. If this study has been completed, the
results should be provided to legislators and
stakeholders.

We submit a rough estimate of po-
tential job losses below. The estimate has
two components:

(1) Estimated potential losses of current
direct and indirect jobs

(2) Estimate of potential jobs foregone
as a result of the changes in law in CITIRA

There are four industry associations that
represent these industries:

1) Confederation of Wearable Exporters
of the Philippines (CONWEP)

2) Information Technology and Busi-
ness Process Association of the Philippines
(IBPAP)

3) Philippine Association of Multinational
Companies Regional Headquarters, Inc.
(PAMURI)

4) Semiconductor and Electronics
Industries in the Philippines Foundation,
Inc. (SEIPI)

There is substantial overlap of member-
ship between the JFC members and the
industry associations. For AmCham, the
firms that will be affected by CITIRA are
Fortune 500 companies.

The list below includes the larger foreign
investors who have located in the Philip-
pines andthe present fiscal incentives (see
tabie 5). Does this look “broke?" We don't
think so. Nor does it need fixing.

Loss of current jobsof firms receiving the
5% GIE rate.The major risk of CITIRA is that
foreign investors will decide the higher CIT
taxes of CITIRA will make it too expensive to
continue to operate at present employment
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levels. Firm level surveys show that TRAIN

Ayt tuoiiecdll Table 2: Most problematic factors for doing
business, Philippines, 2013-2017

firm closures.

BOI data shows 10-20 ROHQ firms
closed in 2018, the first year under
TRAIN 1.

Japanese firms have said TRAIN 2
would have a serious negative impact on
their businesses in the country. The Japa-
nese chamber in Cebu received responses
to a survey in mid-2018 from 61 members.
Inexpensive labor costs and preferential tax
treatment were the top reasons why compa-
nies invested in the Philippines.

Ahuge majority said they would expand
if incentives continue. Conversely, 88% said
TRAIN 2 would have very serious or serious
impact, resulting in reductions and closures.

CONWEP. The garments and wearable
goods industry represented by CONWEP
includes foreign multinational firms making
clothing and travel products for export. Once
more than one million Filipinos worked in
this sector. But today only 280,000 workers
are employed by members of the industry

association. Table 3. PEZA Employment, 2015-2018
There are 1,120,000 indirect jobs as- [
sociated for washing, embroidering, and ad- PEZA PERFORMANCE ‘ 2015 2016 2017 2018
ditional processes normally contracted out.
Competing countries include Bangladesh,
Cambodia, Ethiopia, Indonesia, Myanmar, DIRECT EMPLOYMENT 1,264,263 1,360,342 1,417,832 1,508,727
and Vietnam, among others. Because =
profit margins in the sector are very thin,
CITIRA will force most of the remaining
24 BizNews Asia/ Oct. 21 - 28, 2019
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Figure 5. Minimum wage of workers in manufacturing sector,
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Figure 6: Growth in PEZA investment, 1993-2018

P 3.754 Trillion aoon
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firms to move production to other countries.
CONWEP estimates 40% of direct jobs -
112,000 - will be displaced within 12 to
18 months after enactment of CITIRA.

IBPAP. This association with over
300 members represents the business
processing sector, which has grown at a
rapid pace for two decades. The New York
Times columnist Tom Friedman, visiting the
Philippines 20 years ago and seeing the
AOL service center at Clark, identified the
Philippines as one of the world’s future hubs
for the industry.

With strong government support, the
industry has grown rapidly to annual rev-
enue of $25 billion in 2018 amounting to
7% of GDP.

Currently the industry counts 1.3 million
direct jobs and 4.1 million indirect jobs and
is located in 23 provinces plus Metro Manila.
The Philippines is 10-15% cheaper than its
largest competitor India.

CITIRA will make India 22% cheaper.
The previous double digit growth of
the industry, already slowing to single
digit, will become negligible despite the
excellent reputation of the local workforce.
However,with the status quo, the industry
roadmap projects 1.8 million direct and 5.8
million indirect jobs by 2022.

PAMURI. The ROHQ industry, repre-
sented by PAMURI, comprises almost 250
firms employing some 25,000 highly-skilled
Filipinos directly and another 50,000 Filipi-
nos indirectly. These firms avail of incen-
tives in RA 8756 that provide a CIT rate of
10% CIT.

This rate is competitive with similar
incentives in Hong Kong (16.5%), Thailand
(10%), and Singapore (15%) but not Ma-
laysia (0%).

45 . A< by

&

£

o
[

FINANCE
20
200
150
100
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Figure 7: PEZA new Investment in manufacturing and IT,

sManufacturing wiT

Under CITIRA, the industry will no longer
be competitive with these rival sites, and it
will rapidly experience reduction by 50%
over two years.

SEIPI. Semiconductor firms were the first
to locate at the pre-PEZA export zones in
Baguio (Texas Instruments) and Mactan (Na-
tional Semiconductor) almost 40 years ago.

Today, the industry association SEIPI

has almost 350 members. In 2018, the in-
dustry accounted for $37.6 billion or 56% of

T 1 L

the country’s total exports of goods. China,
Malaysia, Thailand, and Vietnam are the
main regional competitors, who will benefit
by the negative impact of CITIRA on this
sector.

Current investors will be heavily taxed
and it will decide not to expand in the
Philippines.

Over a seven year period the industry
will shrink significantly, when it should be
doubling in size.

Table 4: PEZA Investment in Manufacturing and IT, 2009 - 1H 2019, in P Billion

consent of the copyright owner.

- 175 204 288 312 276 279 295
Manufacturing 100 140 | 136 174 98 ! 100 | 139 |
- — : - — — — |
T 14 11 18 26 30 [0 5y . 31
Ecozone Development 42 | 34 | 70 80 73 135 108 |
Others 19 19 64 32 75 10 | 17
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)09 to 1H 2019, in P billion Table 5. List of some of the larger investors
that will be affected by CITIRA
1 Accenture Multiple ~ American
Ziger - P Subic ___ﬂv@ﬁgs_e___ i
| 3 Alorica Teleservices f ~ Metro Manila  American
4 Amkor Technology Philippines Sucat | American
5  Analog Devices Cavite ! American
6 Canon Business Machines : Batangas | Japanese
7 Chevron ' Metro Manila American
8 Citibank B Metro Man_il_g_ | American
9 Cognizant Technlogy Solutions Metro Manila American
__13 Concentrix b= ¢ _7_7 Multiple Arﬁric_an__ 5=
11 Continental Temic Electronics Phils Inc | Calamba, Laguna | German
12 Epson Precision (Philippines) _-Mult_ip@_ LR an ] Japanese
13 Fluor Daniel | Metro Manila Ameri;a_n____
14 IB_M Business Ser\rices— Multiple __ American _
LlnleﬁréfédMicro-Eleqtronics Inc. _'; ' Multiple _'__I?_hi_Ii_ppines
1016 2017 2018 1H 2019 16 JP Morgan Chase Metro Manila American
17 LGElectronics Metro Manila | Korean
18 Luﬂhzinéa Technik Philippines Metro Manila German
CITIRAisestimated toleadtotheloss | — f——— ——
of 121,000 direct and 582,000 indirect | 19 Moog, Inc. ~ Baguio American
jobs in the first year, totalling 703,000 20 NIDEC Laguna Japanese
jobs (see table 6). e — ot e
21 ON Semiconductors ¥ Multiple American
o i aaecoe |2 Om | wuipe | Amerkan
and 4-8 million indirect jobs over ten 23 Panasonic Rizal Japanese .
ﬁ‘;’,ﬁ;v";’: jzsg;n?:z;g;a:; %ﬁﬁﬁﬁﬂﬁﬂ;ﬁﬁ' | 24 Procter & Gamble - Metro Manila | American
continued they can grow by 5% to 10% a 25 Rockwell Collins Laguna American
year or 100,000-200,000 direct jobs and I T [
400,000 - 800,000 indirect jobs. Over 10 | 26 Samsung Electronics Philippines Clark Korean
27 Sharp Philippines Corporation Metro Manila Japanese
28 Shell Shared Services ~ Metro Manila | American
29 Sitel e Metro Manila American
| 30 SPi Technologies Multiple Philippines
| 31 Sutherland Multiple American
| 238 140 62 | 32 Sykes Asia | Muttiple American
— | 33 Tﬁcﬁsiumer Care _ ___ Metro Manila Anieﬂgan_ ull
48 32 15 34 Telus International | Multiple | Canadian
- 35 Temik Automotive | Metro Manila German
16 21 7 36 Texas Instruments (Philippines), Inc. Clark American
3 Y LTiﬂe_%____ _ Mactan ! Arﬁerigan
L £ 38 38 Toshiba Laguna Japanese
I & ; : 39 WNS Global Services Philippines Inc | Multiple United Kingdom
40 Yokohama Tires Clark Japanese
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Table 6. Current jobs and potential job loss, four industries, 2020 to 2030

severe; 40% el
CONWEP 280,000 75,000 within 12-18 . .Phlllpplneﬁ loses ‘
1,120,000 300,000 competitiveness; Vietnam etc. gain
months
1,300,000 negligible to Philippine loses
IBPAP 4,100,000 zero growth competitiveness; India gains
25,000 8,000 severe; 32% in Firms shift work to competing
PAMURI | 5500 16,000 years 1 and 2 locations; Malaysia gains
380,000 38,000 severe; over foreign industry interest in the
SEIPI 2,660,000 266,000 57years | Philippines wanes; Vietnam gains
2,000,000 121,000
Total 7,930,000 582,000

years this equals 1 million - 2 million direct
jobs and 4 million - 8 million indirect jobs.
(see table 4)

Table 7. Export Value for CDC, PEZA, and SBMA, 2017

The DOF pays too little attention to cbC US$ 6.9 billion
exportfs and jobs. Exports and jobs of PEZA US$ 51 billion ($40 billion exports for goods and $11 billion for services
export firms are ignored in the voluminous i
presentations of the DOF. — SBMA T AR L

Yet the national government has targets
for increasing exports and reducing unem-
ployment and underemployment.

The DOF seems to be ignoring the nega-
tive impact on CITIRA in weakening job and
export growth. Table 7 shows the volume of
exports of goods and services from Clark,
PEZA, and Subic in 2017.

The total is more than half of the total of
$97 billion in that year. Under CITIRA these
exports will decrease, but under the status
quo they will steadily increase.

DOF data re “revenue foregone”
for fiscal incentives is incomplete and
grossly misleading.

(1) The DOF presented data claiming
P504 billion in foregone revenue from in-
centives and transfer pricing in 2017. The
DOF estimates foregone revenue in 2017
for customs duties at P47 billion and for
import VAT at P268 billion. But exporters
do not pay VAT (a domestic sales tax) nor
import duties. Paying such adds significantly

to their costs of operation, and they would
invest elsewhere.

(2) The DOF estimates P63 billion
leakage from “possible” transfer pricing but
presents no proof beyond academic studies.

(3) The real foregone income tax in-
centives for 2017 amount to P127 billion
or 25% of the DOF total. The DOF says
many of the so-called ‘foregone” incentives
are “unnecessary incentives” without pre-
senting any proof. Nor does it break down
incentives given between domestic firms or
firms that export goods or services.

The DOF does not provide data for:

(1) income tax paid by firms receiving
fiscal incentives,

(2) income tax withheld for employees
at PEZA zones,

(3) excise and other taxes paid by loca-
tors and employees,

(4) imputed taxes paid by indirect jobs,

(5) or any other sources of revenue
resulting from the presence of incentivized
investors.

The “foregone revenue” of P127 billion
is a cost of attracting investment into the
Philippines where its value is multiplied
in terms of jobs created, new tax revenue
generated directly and indirectly, technol-
ogy transferred, and income of small and
medium-sized enterprises (SMEs) in the
vicinity of zones increased.

The DOF and BOI and PEZA have
opposite calculations for the value of
incentives. For the DOF incentives are
extremely expensive and thus of little value.
For the BOI incentives produce value for the
Philippine economy.

DTI: A peso of incentive earns P2.5
in new revenue. DTI| Secretary Lopez
informed the May 22, 2018 HWMC hearing
on TRAIN 2 that every one peso in incentive

consent of the copyright owner.
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Table 8. List of large factories relocating from China to Vietnam

Company Nationality Status (Expected) Industry
Location in Vietnam
Q M
@ oved Hanoi Aerospace manufacturing
Aars Crgres
mm @ Moved Ha Nam Automotive Components
h huafu’ . Moved Long An Textiles & garments
Goertek e Moving Bac Ninh RirPods manufacturing
. Moving Binh Duong Electronics - TV manufacturing
Foxconn o Under consideration []B::lﬁ:al::gh Electronics - TV hardware
. Under consideration Bac Ninh Electronics - Computer hardware
© Under consideration TBD Electronics - Gaming consoles
SHARP @ Under consideration Binh Duong Electronics - Camera modules
QKHUCERE © Under consideration Hal Phong Electronics - Printers, copiers
a asics. @ Under consideration TBD Footwear production

granted results in two and a half pesos of
increased revenue.

We agree with the DTI, BOI, PEZA |

about the value of incentives. The “fore-
gone revenue” is a cost of attracting foreign
firms to invest in the Philippines where its
value is multiplied several folds in terms of
jobs created, new tax revenue generated di-
rectly and indirectly, technology transferred,

and income of small and medium-sized |

enterprises (SMEs) in the vicinity of zones
increased.

International manufacturers are
flooding into Vietnam. A single Ameri-
can company Nike has contracted with
105 factories in Vietnam where 435,000
Vietnamese make its products. A single
Korean company Samsung employs over
100,000 Vietnamese workers to assemble
cellphones, electric appliances, and televi-
sion sets.

Koreans are the number one foreign
investor in Vietnam. Table 8 presents a

short list of foreign firms recently moving |
into Vietnam.

The Philippines should seize the op- |
portunity to attract manufacturing firms
moving out of China. As a result of rising |
costs in China and the higher tariffs imposed
by the US on imports from China (the US-
China trade war) many firms in China are
relocating to other countries, especially in
Southeast Asia.

This shift is likely to be permanent.
Vietnam has been the principal ben-
eficiary so far. The Philippines has
a once-in-a-generation opportunity.
CITIRA should be adjusted to make the |
Philippines as attractive as possible to
relocating firms.

TRAIN 2 shocked and alarmed many
foreign investors. Despite the appeal of |
the reduction in the CIT rate, the original |
TRAIN 2 billintroduced in the 17th Congress
proposed harsh tax increases for thousands |
of foreign investors. !

Polls by the Japanese chambers in
Cebu and Manila revealed that almost all
would stop expansion, many would reduce
size, and many would leave. TRAIN 2. For
firms that had enjoyed incentives for ten
years the measure would raise taxes from
5% GIE to 28% CIT after 2 years.

Affected firms included several that are
top exporters of electronics and top employ-
ers in the BPO sector.

Philippine government policy incon-
sistency. The TRABAHO approved by the
House did nothing to ease concerns of the
thousands of foreign investors operating
with the GIE 5% rate that would have to pay
much higher taxes.

A major part of their decisions to
invest and to expand in the Philippines
were based on costs projects using the
5% GIE rate.

DOF argues the incentives offered are
not a contract, but at a minimum they were

0
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a promise made on behalf of all the previous
presidents of the Philippines.

The constitutional prescription against
the state breaking contracts will surely be
tested in court if CITIRA becomes law.

FDI inflows to the Philippines are
declining. With the uncertainty created
by TRAIN 2, TRABAHO, and now CITIRA,
many foreign investors are holding off on
new investments in the business process
and manufacturing sectors.

Several large $1 billion manufacturing
expansions have been postponed or are
going elsewhere. Recent years have seen
large FDI inflows approaching $10 billion
and comparable to ASEAN competitors.
However,a former NEDA director general
predicted last week FDI for 2019 will reach
only $7 billion.

PSA data shows declines for the largest
foreign investment sources (Europe, Japan,
US). The record FDI approvals of BOI of
P204 billion in the first seven months of
2019 include two projects from Singapore
that comprise 75% of that total. Neverthe-
less prompting DOF stated foreign investors
remain upbeat on the economy.

JFC and industry associations are
upbeat on the Philippine economy ex-
cept for CITIRA. Our investors appreciate
the advantages of the Philippines, includ-
ing strong growth, a large population, and
numerous policy reforms. Unfortunately,
CITIRA presents a dilemma. We welcome
the CIT reductions, but we believe the ratio-
nalization of fiscal incentives provisions as
drafted will have serious negative effects on
FDI and jobs.

Cabinet encourages ending uncertain-
ty created by CITIRA. We understand that at
the September 4 cabinet meeting to discuss
the slowing global economy and the “trade
war," one of the policies approved was to
remove the uncertainty surrounding TRAIN 2
for the last two years and to pass CITIRA. This
can best happen if the CITIRADbill is amended
to encourage existing investors to stay and in-
crease their investments. Otherwise, CITIRA
will be remembered as discouraging foreign
investors and resulting in severe job losses
and slower economic growth.

We prefer the status quo which has
proven successful for so many years in
creating many millions of jobs as well as
revenue. If the status quo is rejected, then
we must find other ways to not harm the
investors who have come to this country

and may go elsewhere. There are options |

that can be considered to raise the GIE rate
as well as to extend the transition period.

FINANCE

DOF data re “revenue foregone” for fiscal incentives is
g

incomplete and grossly misleading.

(1) The DOF presented data claiming P504 billion in
foregone revenue from incentives and transfer pricing in
2017. The DOF estimates foregone revenue in 2017 for
customs duties at P47 billion and for import VAT at P268
billion. But exporters do not pay VAT (a domestic sales tax)
nor import duties. Paying such adds significantly to their
costs of operation, and they would invest elsewhere.

(2) The DOF estimates P63 billion leakage from
“possible” transfer pricing but presents no proof beyond

academic studies.

(3) The real foregone income tax incentives for 2017
amount to P127 billion or 25% of the DOF total. The
DOF says many of the so-called ‘foregone” incentives are
“unnecessary incentives” without presenting any proof. Nor
does it break down incentives given between domestic firms
or firms that export goods or services.

We will submit a second position paper
with comments on specific sections of HB
4157. We submitted many of these on the
TRABAHO bill for this committee's hearing
on November 2018. However, with the rapid
passage in the House of CITIRA, we have
not had enough time to study HB 4157 in
its final form with its differences from TRA-
BAHO.

i@aﬂa 0 i,
AMES WILKINS

President
American Chamber of Commerce of
the Philippines, Inc.

NABIL FRANCIS

President
European Chamber of Commerce
of the Philippines

‘;;ANIEL ALEXANDER

Japanese Chamber of Commerce and
Industry of the Philippines, Inc.

President
Philippiné Association of Multinational
Companies Regional Headquarters,
Inc.

FHors

N PAYNE
President
Canadian Chamber of Commerce of
the Philippines, Inc.

ot

HO IK LEE
We look forward to further hearings President President
as the Senate considers this vital piece of Australia-New Zealand Chamber of Korean Chamber of Commerceof the
legislation. Commerce of the Philippines Philippines, Inc.
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COMPETITIVENESS

Despite the massive injection of liquid-
ity—four among the world’s major central
banks alone injected over $10 frillion be-
tween 2008 and 2017 —productivity growth
has continued to stagnate over the past
decade. Although loose monetary policy
mitigated the negative effects of the global
financial crisis, it may have also contributed
to reducing productivity growth by encourag-
ing capital misallocation.

With extremely low (or even negative)
interest rates and increasing capital con-
straints, banks have become less interested
in lending to businesses and favored firms
that were not credit-constrained rather than
to credit-constrained ones that might have
more productivity potential.

Over-reliance on monetary policy, fiscal
prudence, limited fiscal space andfor high
levels of public debt have meant that fiscal
policy has been underutilized and contrib-
uted to the steady decline in public invest-
ments, despite the very low borrowing costs.

Investment-led stimulus appears as
an appropriate action to re-start growth in
stagnating advanced economies.

More specifically, fiscal policy that pri-
oritizes stimulating productivity-enhancing
investments in infrastructure, human capital
and R&D can indeed help the economy to
return to a higher growth trajectory, comple-
mented by structural reforms that make it
easier to innovate and enable responsible
and inclusive businesses to thrive. In addi-
tion, a revived fiscal policy that incentivizes
green investments could offer an opportunity
to ‘de-carbonize' the economy. Similarly,
greater investment in social protection mea-
sures could support the shift towards greater
shared prosperity.

Finding a balance between technolagy
integration and human capital investments
will be critical to enhancing productivity.

Making technology and innovation part
of an economy’s DNA s challenging in itself
but governments must also account for en-
abling this change through human capital
investments and mitigating the unintended
adverse impacts of technological advance-
ments on income distribution and social
cohesion through a holistic approach. In the
Schumpeterian process of “creative destruc-
tion", creativity must be encouraged, and the
destruction must be managed. Increased
precariousness of workers, the skills gap,
excessive market concentration, corrosive
effects on the social fabric, regulatory loop-
holes, data privacy issues and cyberwarfare
are all but a few of the potential negative
effects that governments must mitigate.

The GCI results show that technology
governance has not kept pace with innova-
tion in most countries, including some of the
largest and most innovative.

34 BizNews Asia/ U(‘t; 21 - 28, 2019

Philippines ranks No. 64

Global Competitiveness Index 4.0 2019 edition
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GDP per capita US$ 3,103.6 5-year average FDI i
10-year average annual GDP growth % 5.5

Social and environmental performance

Environmental footprint gha/capita

Renewable energy consumption share % 275

Unemployment rate %

Further, countries must improve talent
adaptability; that is, enable the ability of
their workforces to contribute to the creative
destruction process and cope with its dis-
ruptions. Talent adaptability also requires a
well-functioning labor market that protects
workers rather than jobs.

The GCI 4.0 reveals that in several
countries with significant innovation and

1.1 Global Gender Gap |

25

technological capabilities such as Korea,
Rep., Italy, France and Japan, insufficient
talent development may increase the risk
of negative social consequences.

Emerging economies with growing
innovation capacity such as China, India
and Brazil must also better balance tech-
nological integration and human capital
investments.

Income Gini o (perfect
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Rank in 2018 edition: 56th/140
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Country analysis

With a 2019 GCI score of 84.8 out of
100, Singapore is the country closest to the
frontier of competitiveness.

The country ranks first in terms of infra-
structure,health, labor market functioning
and financial system development. Going
forward, in order to become a global inno-

COMPETITIVENESS

vation hub, Singapore will need to promote
entrepreneurship and further improve its
skills base.

Among the G20, the United States (2nd, |

down 1 place), Japan (6th), Germany (7th,

down 4) and the United Kingdom (9th, down |

1) feature in the top 10, but they all have
experienced erosion in their performance.
So has Canada (14th, down 2). Korea (13th,
up 2), France (15th, up 2) and Italy (30th,

up 1) are the only advanced economies to |

improve this year. Argentina (83rd, down
2 places) is the lowest ranked. Among the
BRICS, China is by far the best performer,
ahead of the Russian Federation, 32 places

ahead of South Africa (60th) and some 40 |
places ahead of both India (68th) and Brazil |

(71st).

Led by Singapore, the East Asia and
the Pacific region is the most competitive
in the world, followed by Europe and North
America.

Hong Kong SAR (3rd) and Japan (6th)
also feature in the top 10. Viet Nam (67th)

is the country whose score improves the |
most globally. But the region is also hometo |

economies with significant competitiveness
deficits, such as Cambodia (106th) and Lao
PDR (113th).

The United States (2nd overall) is

the leader in Europe and North America. |

Despite dropping one position it remains

an innovation powerhouse, ranking 1st for |

business dynamism and 2nd for innovation
capability. The Netherlands (4th), Switzer-
land (5th), Germany (7th), Sweden (8th), the

United Kingdom (9th) and Denmark (10th) |
all feature in the top 10. The region’s most |

improved country is Croatia (63rd).

In Latin America and the Caribbean, |

Chile (33rd) is the most competitive econ-
omy thanks to a stable macroeconomic
context (1st, with other 32 economies) and
open markets (68.0, 10th). It is followed by
Mexico (48th), Uruguay (54th), and Colom-
bia (57th). Brazil, despite being the most
improved economy in the region is 71st;
while Venezuela (133rd, down 6 places) and
Haiti (138th) close out the region.

In Middle East and North Africa, Israel
(20th) and the United Arab Emirates (25th)
lead, followed by Qatar (29th) and Saudi
Arabia (36th); Kuwait is the most improved
in the region (46th, up 8 places) while

Iran (99th) and Yemen (140th) lose some |

ground. The region has caught up signifi-
cantly on ICT adoption and many countries
boast well developed infrastructure. Greater
investments in human capital, however, are
needed to transform the countries in the
region into more diversified, innovative and
creative economies.

Eurasia’s competitiveness rankings see
the Russian Federation (43rd) on top, fol-

lowed by Kazakhstan (55th) and Azerbaijan
(58th), both improving their performance
over 2018. Focusing on financial develop-
ment and innovation capability would help
the region to achieve a higher competitive-
ness performance and advance the process
towards structural change.

In South Asia, India, in 68th position,
loses ground in the rankings despite a
relatively stable score, mostly due to faster
improvements of several countries previ-
ously ranked lower. It is followed by Sri
Lanka (the most improved country in the
region at 84th), Bangladesh (105th), Nepal
(108th) and Pakistan (110th).

Led by Mauritius (52nd), sub-Saharan
Africais overall the least competitive region,
with 25 of the 34 economies assessed this
year scoring below 50. South Africa, the
second most competitive in the region, im-
proves to the 60th position, while Namibia
(94th), Rwanda (100th), Uganda (115th)
and Guinea (122nd) all improve significantly.
Among the other large economies in the re-
gion, Kenya (95th) and Nigeria (116th) also
improve their performances, but lose some
positions, overcome by faster climbers. On
a positive note, of the 25 countries that have
improved their Health pillar score by two
points or more, 14 are from sub-Saharan
Africa, making strides to close the gaps in
healthy life expectancy.

Competitiveness, Equality and
Sustainability— The Way Forward

Decades of focus on economic growth
without equal focus on making growth in-
clusive and environmentally sustainable are
having dire consequences for the planet and
humankind. Accelerating climate change
is already affecting hundreds of millions
around the world, and it is likely that people
under 60 will witness its radical destabilizing
effects on Earth. In parallel, rising inequal-
ity, precarity and lack of social mobility are
undermining social cohesion with a grow-
ing sense of unfairness, perceived loss of
identity and dignity, weakening social fabric,
eroding trust in institutions, disenchantment
with political processes and an erosion of
the social contract.

It has become clear that environmental,
social and economic agend as can no longer
be pursued separately and in parallel: they
must be merged into a single sustainable
and inclusive growth agenda. In this ap-
proach, the perceived trade-offs between
economic, social and environmental fac-
tors can be mitigated by adopting a holistic
and longer-term approach to growth. This
implies addressing the spillover effects and
externalities, positive and negative, intended
or unintended, of economic policies beyond
the direct objectives they pursue.

The very different degrees and speeds
at which countries are adopting such
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holistic approach to growth are reflected
in the fact that countries at similar levels
of competitiveness achieve very different
environmental and social outcomes. For
example, Sweden, Denmark and Finland
have not only become among the world's
most technologically advanced, innovative
and dynamic economies in the world, but are
also providing better living conditions and
better social protection, are more cohesive
and more sustainable than their peers.

Sustainability, growth
and competitiveness

While the traditional narrative has
focused on the trade-offs between growth

and sustainable practices, there is emerging
evidence that failing to address the environ-
mental tipping points will affect productivity.

Environmental-driven TFP losses may
even outweigh the costs associated with
transitioning to a low-carbon economy; for
example, climate change is resulting in lower
agriculture productivity, more capital depre-
ciation due to infrastructure damage, and a
fall in both labor supply and workers’ output
due to higher temperatures. Additionally,
exposure to chemicals and air pollution in-
creases the incidence of non-communicable
diseases and mortality rates.

Furthermore, constraints to specific
renewable and non-renewable inputs such
as energy and water may have also impor-
tant productivity spillover effects. Despite
increasingly efficient electric vehicles,

COMPETITIVENESS

growing installed capacity of solar and wind
farms and energy-saving appliances, non-
renewable resources still account for over
80% of global energy consumption. In the
short run, a lack of alternatives to meet the
global demandfor energy, a push towards
non-fuel energy may leadto an increase
in production costs in most sectors and
hurt productivity. Finally, episodes of water
shortage have proven to have an extremely
negative effect on productivity in agriculture,
as well as for smelting, chemical and mining
activities.

To some extent, more competitive
economies are better positioned to transition
to a low-carbon economy. For instance, they

typically boast greater innovation capabil-
ity and are therefore more likely to come
up with breakthrough green technology.
In addition, countries with stronger human
capital, better developed infrastructure and
greater innovation capacity are, on average,
more likely to adopt a greener energy mix.
But success will depend on policy choices
ultimately. Here are four areas for policy in-
tervention towards more sustainable growth:

- Openness and international col-
laboration. Sustainability issues are a
global problem. No country can manage
environmental challenges with national
policies only. It is essential that, even in a
context of trade tensions and diminished
commitment to international governance
systems, countries discuss shared solutions
to climate change and the transition to a
low-footprint global economy.

« Carbon taxes and subsidies. The
prices of carbon- intensive products do not
fully reflect their true cost because of unac-
counted externalities and distortions from
energy subsidies. Efforts to tax emissions
and phase out subsidies remain insufficient.
Seventy-six percent of emissions are still not
subject to carbon pricing. Phasing out subsi-
dies to fossil fuels and implementing bolder
carbon pricing schemes must be paired with
measures that minimize the potential social
costs of these reforms. Externality-adjusted
prices could potentially further accelerate
the re-allocation of investment towards
green projects.

* Incentives for green R&D. Renew-
able energy technologies still need to over-
come technical limitations that prevent them
from becoming the main and possibly the
sole source of energy in the future. These
limitations and the continuous increase in
demand explain why fossil fuels still account
for about 80% of total energy consumption,
despite the significant decrease in the cost
of electricity production from renewable
resources. More investments in research
are needed to overcome these technical
limitations and develop new technologies.
Tax incentives and/or direct public invest-
ments can boost these efforts.

« Green public procurement. Public
procurement can sustain markets for inno-
vative products as well as for sustainable
products or services. Some countries have
already started to introduce environmental
standards in technical specifications, pro-
curement selection and award criteria, and
have inserted environmental performance
clauses into contracts. Despite potential
implementation challenges, green public
procurement can signal a major policy shift
and break from the lock-in effects of status-
quo technologies and production models.

Shared prosperity, growth
and competitiveness

Over the past few decades, income in-
equality has increased in both advanced and
emerging economies. Growth and shared
prosperity started to decouple in most of
the advanced economies in the 1970s and
have further diverged since the early 2000s.
Similarly, in developing and emerging econ-
omies, growth has been accompanied by a
significant increase in inequality— despite
pulling millions out of poverty and reducing
the gap with advanced economies.

The most-cited causes behind these
trends are globalization and technology.
Globalization has increased ineguality within
countries by transferring low-skilled jobs in
high-productivity sectors from advanced
economiesto developing and emerging
countries. Technology has impacted in-
equality by reducing demand for low-skilled
jobs and rewarding high-skilled jobs dispro-
portionately.
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The Global Competitiveness Index 4.0 2019 Rankings
Covering 141 economies, the Global Competitiveness Index 4.0 measures national competitiveness—
defined as the set of institutions, policies and factors that determine the level of productivity.

Di#f. from 20187 Diff. from 20187 Dit. from 20187
Rank Economy Score’ Rank Score Rank Economy Score’ Rank Score Rank Economy Score" Rank Score
@ Singapore 84.8 +1  +1.3 € Mexico 64.9 -2 +0.3 @ e 54.1 -2 +05
@ united States 83.7 -1 -2.0 @ sugaia 64.9 +2  +1.3 @ ryoyz Repubic 54.0 +#1  +1.0
@ Hong Kong SAR 83.1 +4  +09 @ 'nconesia 84.6 & -03 @ raraguay 53.6 -2  +03
@ netherands 82.4 +2 - @ FRomania 64.4 +1  +09 @ Guatemaa 53.5 -2 +02
@ Ssvizerand 82.3 -1 -0.3 @ Meuritus 84.3 3  +05 @ iran, isiamic Rep. 53.0 -0  -19
@ Jaoan 82.3 -1 -0.2 @ oman 63.6 -6 -08 @ rwanca 52.8 +8  +19
@ comany 81.8 -4 1.0 @ uruguay 63.5 -1 +08 @ Honauras 52.7 —  +02
@ sweden 81.2 +1 -0.4 @ Kazaknstan 629 +4 1.1 @ Mongota 52.6 a 01
@ United Kingdom 81.2 -1 -08 @ B8runel Darussalam 62.6 +6 413 @ & savador 52.6 -6  -02
@ Denmak 81.2 — 408 @ Colombia 62.7 +3  +1.1 @ Teikistan 62.4 -2 +02
@ Fnana 80.2 - - @ +zervajan 82.7 #11 +2.7 @ Bangiadesh 52.1 -2 -
@ Teiwan, China 80.2 +1 +1.0 @ Greece 62.6 -2 405 @ cambodia 52.1 +4  +1.9
@ Korea, Rep. 79.6 +2 +0.8 @ south Africa 62.4 +7 +1.7 @ soiva 51.8 -2 +0.4
@ cenada 79.6 -2 -03 @ Turkey 62.1 - +0.5 @ Nepa 51.6 «1  +08
@ rrance 78.8 +2  +0.8 ) Costa Rica 62.0 -7 -0a @ Nicaragua 51.5 -5 B
@ Austraiia 78.7 -2 -0 @ croata £19 +5 418 @ Pastan 51.4 4 .03
@ rovey 78.1 -1 -0 hilippines 61.9 8 03> | @ ochaa 51.2 -5 01
@ Luembourg 77.0 1 404 @ rPev - 204 @ Cave Verde 50.8 -1 +06
@ wrew Zoalana 76.7 1 -08 @ Panama 61.6 -2 +08 @ LeoPOR 50.1 -1 +08
@ 'sacl 76.7 +0.1 @ Vet Nam 61.5 +10  +3.5 @ seoegal 49.7 -1 +07
@ Austia 76.6 +1 +0.3 @ inda 61.4 -10 0.7 @ uconda 48.9 +2 421
@ segum 76.4 -1 0.2 @ Amenia 61.3 +1 +1.4 @ rioera 48.3 -1 +0.8
@ scan 75.3 43 +14 @ orcan 60.9 +3 4186 @ Tenzana 48.2 -1 +1.0
@ ieanc 75.1 -1 06 @ Bz 60.9 +1  +1.4 @ coto divoire 48.1 4 +08
@ United Arab Emirates  75.0 +2 +1.8 @ sevi 80.9 <y = @ caoon 47.5 nia n/a
@ iceland 74.7 -2 402 @ Montenegro 80.8 -2 +1.2 @ zamvia 46.5 -2 405
@ Maaysia 74.6 -2 +0.2 @ ceous 80.6 -8 0.3 @ Eeswauni 46.4 -1 +1.1
@ crina 73.9 - +1.3 @ Morocco 80.0 = +1.5 @ Gunea 48.1 +4 +2.0
@ cater 729 +1 +1.9 @ sevcheles 59.6 -2 1.1 @ camecon 48.0 -2 +0.9
@ may 71.5 +1 +0.8 @ Bamados 58.9 n'a nfa @ Gambie, The 459 ] +0.5
@ Estonia 70.9 +1 402 @ Dominican Republic  58.3 +4 409 @ Bon 458 -2  +14
@ czech Repubic 70.9 2 -0a @ Trnidad and Tobago  58.3 -1 +04 @ Eethicpia 444 -4 -0
@ cnie 705 — +0.3 @ Jamaica 58.3 = +0.4 @ zmvabwe 442 +1 1.8
@ rortuga 70.4 — 402 @ Avania 57.6 5 05 @ Maawi 43.7 +1 413
@ sovena 70.2 - +0.6 @ North Macedonia 57.3 2 +0.7 @ vai 436 -4 =
@ saud Ambia 70.0 +3 425 @ Asgentina &7.2 -2 -0.3 @ Burdna Faso 43.4 €  -05
@ roand 68.9 - 407 @ snilanka 57.1 1 4 @ Lesorno 429 -1 +06
@ vata 68.5 -2 -0.2 @ viaine 57.0 -2 — @ Madagascar 42,9 na n/a
@ uthuania 68.4 41 #1.2 @ Modova 56.7 2 1.2 @ Vvenezuela 41.8 & 18
@ maiand 68.1 -2 +0.6 @ Tunisia 56.4 - +0.8 @ Mauitania 40.9 -3 +0.1
@ Lavia 67.0 1 +0.7 @ Leveron 56.3 -8 -14 @ Buuna 403 +1 +2.7
@ Sovak Republc 86.8 -1 -03 @ ~gera 56.3 +3  +25 @ ~roca 38,1 P +1.1
@ FRussian Federation 66.7 - +1.1 @ Ecuador 85.7 -4 =0.1 @ rozamoique 38.1 -4 AT
@ corus 66.4 - +0.8 @ Botsvena 66.5 -1 +10 @ Hani 36.3 - -0.1
@ saran 65.4 45 1.7 @ EBosniaand Hezegovina  54.7 = +0.6 @ Congo. Dem. Rep 36.1 -4 2.1
@ ruwait 65.1 +8  +3.0 @ = 54.5 +1 410 @ veren 35.5 -1 =089
@ rHungary 85.1 +1 +0.8 @ namibia £84.5 +6 +1.8 @ cnec 35.1 e 0.4
@ East Asia and @ curasia @ Europe and @ Latin America @ Middie East and @ south Asia @ suo-Sanaran
the Pacific North America and the Caribbean North Africa Africa

Note: The Giobal Competitiveness Index 4.0 captures the determinants of long-term growth. Recent developments are reflected only insofar as they have an impact on data

measuring these determinants. Results should be interprated in this context. *-* indicates score or rank is unchanged from the previous year, "n/a” indicates the countries were not

coverad by the index the previous year.

1 Scale ranges from O to 100, 37

2 Rank and score differancesa with 2018 indax. For datails refer to Appandix A.
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ECONOMY PROFILE: THE PHILIPPINES’ 12 PILLARS
L]
Index Component Value Score * Rank/141 Best Performer

1st pillar: Institutions 0-100 - 50.0 1 87 Finland
Security 0-100 - 448 1 129 Finland
1.01 Organized crime 1-7 (best) 3.7 457 4 114 Finland
1.02 Homicide rate per 100,000 pop 8.4 132 1 111 Multiple (14)
1.03 Terrorism incidence o (very high) -100 (no incidence) 26.7 267 = 137 Multiple (25)
1.04 Reliability of police services 1-7 (best) 3.0 334 4 126 Finland
Social capital 0-100 - 56.1 | 36 New Zealand
1.05 Social capital 0-100 (best) 56.1 2561 4 33 New Zealand
Checks and balances 0-100 - 415 1 78 Finland
1.06 Budget transparency 0-100 (best) 67 67.0 19 Multiple (2)
1.07 Judicial independence 1-7 (best) 29 322 110 Finland
1.08 Efficiency of legal framework in challenging regulations 1-7 (best) 31 349 90 Finland
1.09 Freedom of the press 0-100 (worst) 43.9 56.1 4 111 Norway
Public-sector performance 0-100 - 535 1 56 Singapore
1.10 Burden of government regulation 1-7 (vest) 3.0 332 103 Singapore
1.11 Efficiency of legal framework in settling disputes 1-7 (est) 30 335 ! 109 Singapore
1.12 E-Participation 0-1 (best) 0.94 938 = 19 Multiple (3)
Transparency 0-100 - 36.0 T 85 Denmark
1.13 Incidence of corruption 0-100 (best) 36.0 360 1 85 Denmark
Property rights 0-100 - 52.7 | 75 Finland
1.14 Property rights 1-7 (best) 45 582 1 61 Finland
1.15 Intellectual property protection 1-7 (best) 4.5 582 1 55 Finland
1.16 Quality of land administration 0-30 (best) 12.5 417 | 9 Multiple (5)
Corporate governance 0-100 - 520 1 100 New Zealand
1.17  Strength of auditing and accounting standards 1-7 (best) 5.1 690 ¢ 46 Finland
1.18 Conflict of interest regulation 0-10 (best) 4.0 400 = 121 Kenya
1.19 Shareholder governance 0-10 (best) 4.7 470 1t 95 Kazakhstan
Future orientation of government 0-100 - 57.3 60 Luxembourg
1.20 Government ensuring policy stability 1-7 (best) 35 415 98 Switzerland
1.21 Government's responsiveness to change 1-7 (best) 36 43.6 76 Singapore
1.22 Legal framework's adaptability to digital business models 1-7 (vest) 37 44.4 63 United States
1.23 Government long-term vision 1-7 (vest) 4.2 53.0 55 Singapore
1.24 Energy efficiency regulation 0-100 (best) 61.4 61.4 39 Italy
1.25 Renewable energy regulation 0-100 (best) 62.4 62.4 43 Germany
1.26 Environment-related treaties in force count (out of 29) 24 82.8 36 Multiple (6)

2nd pillar: Infrastructure 0-100 - 57.8 | 96 Singapore

38 BizNews Asia/ Oct. 21 - 28, 2019
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Index Component Value Score * Rank/141 Best Performer

Transport infrastructure 0-100 - 15 1t 102 Singapore
2.01 Road connectivity 0-100 (best) 51.6 516 1 125 Multiple (3)
2.02 Quality of road infrastructure 1-7 (best) 3.7 448 1 88 Singapore
2.03 Railroad density km/1,000 km([2 1.7 43 1t 91 Multiple (24)
2.04 Efficiency of train services 1-7 (best) 24 230 88 Japan
2.05 Airport connectivity score 306,152.8 826 = 26 Multiple (8)
2.06 Efficiency of air transport services 1-7 (best) 41 YAG P 96 Singapore
2.07 Liner shipping connectivity 0-100 (best) 29.0 290 1t 59 Multiple (5)
2.08 Efficiency of seaport services 1-7 (best) 3.7 447 1 88 Singapore
Utility infrastructure 0-100 - 741 | 96 Iceland
2.09 Electricity access % of population 88.3 883 L 103 Multiple (67)
2.10 Electricity supply quality % of output 9.1 947 53 Multiple (10)
2.11  Exposure to unsafe drinking water % of population 49.0 520 105 Multiple (28)
2.12 Reliability of water supply 1-7 (best) 47 615 77 Iceland
3rd pillar: ICT adoption 0-100 - 49.7 | 88 Korea, Rep.

3.01 Mobile-cellular telephone subscriptions per 100 pop. 110.1 918 L 84 Multiple (63)
3.02 Mobile-broadband subscriptions per 100 pop. 68.4 N/Appl. 79  United Arab Emirates
3.03 Fixed-broadband Internet subscriptions per 100 pop. 3.2 65 L 98 Switzerland
3.04 Fibre internet subscriptions per 100 pop. n/a N/Appl. n/a Korea, Rep.
3.05 Internet users % of adult population 60.1 601 1 82 Qatar
4th pillar: Macroeconomic stability o-100 - 0.0 . 55 Multiple (33)

4.01 Inflation % 4.0 999 91 Multiple (88)
4.02 Debt dynamics 0-100 (best) 80.0 800 = 43 Multiple (34)
5th pillar: Health 0-100 - 65.6 | 102 Multiple (4)

5.01 Healthy life expectancy years 61.0 656 L 101 Multiple (4)
6th pillar: Skills 0-100 - 63.7 1 67 Switzerland
Current workforce 0-100 - 649 1 40 Switzerland
6.01 Mean years of schooling years 9.6 64.0 = 69 Germany
Skills of current workforce 0-100 - 659 1 19 Switzerland
6.02 Extent of staff training 1-7 (best) 49 65.7 1 18 Switzerland
6.03 Quality of vocational training 1-7 (best) 47 624 L 29 Switzerland
6.04 Skillset of graduates 1-7 (best) 5.0 664 1 20 Switzerland
6.05 Digital skills among active population 1-7 (best) 5.1 677 L 22 Finland
6.06 Ease of finding skilled employees 1-7 (best) 5.0 67100 13 United States
Future workforce 0-100 - 625 1 88 Denmark
6.07 School life expectancy years 12.7 706 1t 85 Multiple (11)

AR _ BizNews Asia/ Oct. 21 - 28,2019 39
I 1UVIUSU 1UI LIISHILS 1HILSHIAT 1S3GAI Ul PUTPUSSTS ULy . IVIAy UL US 1UIUIST LUPISU, UISUIMULGU, SUIU Ul PUUISIISU 111 @ity 1UIHT WILIUUL UIS PHuL

consent of the copyright owner.



AUTHOR: N/A  SECTION: FEATURES PAGE: 20to41  PRINTED SIZE: 10110.00cm®> REGION: PHI
MARKET: Philippines PHOTO: Full Color ~ASR: PHP 1,343,522.00 ITEM ID: PH0016640645

&isentia

‘The Joint Foreign Chambers on CITIRA 25 OCT, 201 9

T

AMCHAM PHILIPPINES

The American Chamber of Commece of the Philippines, Inc.

@

The Joint Foreign Chambers on CITIRA

BizNewsAsia, Philippines
Page 18 of 20

ECONOMY PROFILE: THE PHILIPPINES’ 12 PILLARS
n
Index Component Value Score * Rank/141 Best Performer
Skills of future workforce 0-100 . 545 1 81 Denmark
6.08 Critical thinking in teaching 1-7 (best) 4.4 564 T 24 Finland
6.09 Pupil-to-teacher ratio in primary education ratio 29.0 525 1 105 Multiple (5)
¢ Tth pillar: Product market 0-100 - 57.8 1 52 Hong Kong SAR
Domestic competition 0-100 . 521 | 78 Hong Kong SAR
7.01 Distortive effect of taxes and subsidies on competition 1-7 (best) 4.1 519 1t 49 Singapore
7.02 Extent of market dominance 1-7 (best) 3.2 368 | 114 Switzerland
7.03 Competition in services 1-7 (best) 5.1 675 4 64 Hong Kong SAR
Trade openness 0-100 . 635 1 35 Singapore
7.04 Prevalence of non-tariff barriers 1-7 (best) 46 599 | 51 Singapore
7.05 Trade tariffs % 3.77 748 1t 52 Hong Kong SAR
7.06 Complexity of tariffs 1-7 (best) 58 808 4 67 Hong Kong SAR
7.07 Border clearance efficiency 1-5 (vest) 25 382 = 85 Germany
Bth pillar: Labour market 0-100 - 649 1 39 Singapore
Flexibility 0-100 ™ 59.8 1 56 Singapore
8.01 Redundancy costs weeks of salary 274 513 ¢ 116 Multiple (8)
8.02 Hiring and firing practices 1-7 (vest) 4.0 503 4 54 Hong Kong SAR
8.03 Cooperation in labour-employer relations 1-7 (best) 5.4 726 1 15 Singapore
8.04 Flexibility of wage determination 1-7 (best) 5.2 699 51 Estonia
8.05 Active labour market policies 1-7 (best) 3.8 469 T 50 Switzerland
8.06 Workers' rights 0-100 (best) 62.0 620 1 104 Multiple (2)
8.07 Ease of hiring foreign labour 1-7 (best) 4.1 517 1 76 Albania
8.08 Internal labour mobility 1-7 (best) 5.4 737 7 i United States
Meritocracy and incentivization 0-100 - 701 L 35 Denmark
8.09 Reliance on professional management 1-7 (best) 51 685 T 28 Finland
8.10 Pay and productivity 1-7 (pbest) 49 649 L 13 Hong Kong SAR
8.11 Ratio of wage and salaried female workers to male workers % 0.58 479 87 Multiple (4)
8.12 Labour tax rate % 8.7 9.0 = 26 Multiple (24)
= 9th pillar: Financial system o-100 - 68.3 T 43 Hong Kong SAR
Depth 0-100 - 503 1 46 United States
9.01 Domestic credit to private sector % GDP 44.8 471 ¢t 79 Multiple (30)
9.02 Financing of SMEs 1-7 (best) 39 484 4 7 Finland
9.03 Venture capital availability 1-7 (best) 36 427 t 44 United States
9.04 Market capitalization % GDP 84.3 843 1t 24 Multiple (15)
9.05 Insurance premium volume to GOP 1.8 293 {4 65 Multiple (17)
Stability 0-100 - 90.8 L 48 Finland
40 BizNews Asia/ Oct. 21 - 28, 2019
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Index Component Value Score * Rank/141 Best Performer
9.06 Soundness of banks 1-7 (best) 59 81.8 1t 17 Finland
9.07 Non-performing loans % of gross total loans 1.6 978 1 20 Multiple (3)
9.08 Credit gap% 6.5 882 130 Multiple (98)
9.09 Banks' regulatory capital ratio % of total risk-weighted assets 14.7 953 | 108 Multiple (74)
Z_"“J' 10th pillar: Market size 0-100 - no A China
10.01 Gross domestic product PPP $ billions 847 N/Appl. 28 China
10.02 Imports of goods and services % Gbp 427 N/Appl. 72 Hong Kong SAR
11th pillar: Business dynamism 0-100 - 65.7 | 44 United States
Administrative requirements 0-100 - 67.4 79 United States
11.01 Cost of starting a business % of GNI per capita 203 899 | 106 Multiple (2)
11.02 Time to start a business days 31.0 69.3 { 118 New Zealand
11.03 Insolvency recovery rate cents to the dollar 21.3 229 = 112 Japan
11.04 Insolvency regulatory framework 0-16 (best) 14.0 875 = 9 Multiple (6)
Entrepreneurial culture 0-100 - 64.1 1 18 Israel
11.05 Attitudes towards entrepreneurial risk 1-7 (best) 4.7 624 1 17 Israel
11.06 Willingness to delegate authority 1-7 (best) 5.0 67.0 T 24 Denmark
11.07 Growth of innovative companies 1-7 (best) 4.9 65.2 1t 20 Israel
11.08 Companies embracing disruptive ideas 1-7 (best) 47 616 T 10 Israel
12th pillar: Innovation capability 0-100 - 38.0 1 72 Germany
Interaction and diversity 0-100 - 46.6 1 40 Singapore
12.01 Diversity of workforce 17 (best) 55 Ta:l 9 Singapore
12.02 State of cluster development 1-7 (best) 39 481 I 63 Italy
12.03 International co-inventions per million pop. 0.06 19 L 91 Multiple (5)
12.04 Multi-stakeholder collaboration 1-7 (best) 4.7 614 1 26 Israel
Research and development 0-100 - 229 1 87 Japan
12.05 Scientific publications score 206.0 79.0 7 55 Multiple (9)
12.06 Patent applications per million pop. 0.36 57 T 79 Multiple (8)
12.07 R&D expenditures % Gop 0.1 46 L 102 Multiple (7)
12.08 Research institutions prominence 0-100 (best) 0.01 22 1T 72 Multiple (7)
Commercialization 0-100 - 50.8 1 87 Luxembourg
12.09 Buyer sophistication 1-7 (best) 3.8 463 1 56 Korea, Rep.
12.10 Trademark applications per million pop. 169.50 553 ¢ 98 Multiple (7)
“Scores are on a 0 to 100 scale, where 100 represents the optimal situation or ‘frontier’. Arrows indicate the direction of the change in score from the
previous edition, if available.
Note: For detailed methodology, definitions, sources, and periods, visit http://gcr.weforum.org/
BizNews Asia/ Oct. 21 - 28,2019 41
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The Joint Foreign Chambers on CITIRA
The JFC is a coalition of the American, Australian-New Zealand,

Canadian, European, Japanese, and Korean chambers and PAMURI (an association of ROHQs). We represent over 3,000
member companies engaged in over $100 billion worth of trade and some $30 billion worth of investments in the Philippines.

The JFC supports and promotes open international trade, increased foreign investment, and improved conditions for business to
benefit both the Philippin...

Provided for client's internal research purposes only. May not be further copied, distributed, sold or published in any form without the prior
consent of the copyright owner.



