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Outline
Goal: current status of the PH services sector & 
identify emerging policy issues & strategy to 
improve competitiveness & upgrade in the 
services GVC 

Service sector performance, structure, & 
economic  contribution
Services liberalization: unilateral & bilateral
ïASEAN Framework Agreement on Services

Competitiveness 
ïRevealed Comparative Advantage 
ïGVC Participation: TiVAData

Services Roadmap & BOI Investment Priorities 
Plan (IPP)



Part 1: Performance, Structure, & 
Economic Contribution 

ÅRobust growth due to strong macro fundamentals 

ÅServices has been the main driver of growth

Å!ŦǘŜǊ ǎƭǳƎƎƛǎƘ ƎǊƻǿǘƘ ƛƴ ǘƘŜ Ψулǎ ϧ ΨфлǎΣ ǊƛǎƛƴƎ ǘǊŜƴŘ ƛƴ 
manufacturing 

-10,0

-5,0

0,0

5,0

10,0

15,0

20,0

Macro Performance : Quarterly Growth 2010 ς2016 Q2

AGRI., HUNTING, FORESTRY AND FISHINGMANUFACTURING SERVICE SECTOR GROSS DOMESTIC PRODUCT



Economic Structure

ÅServices has been the most important sector after the 70s

ÅAgriculture, fishery, & forestry has been declining

ÅManufacturing contribution has remained stagnant

Year 81-90 91-00 01-10 2011 2012 2013 2014 2015
2016 
H I

Agriculture, 
Fishery, Forestry

24 21 19 12 11 11 10 10 9

Industry 38 34 33 32 32 33 33 33 34

Manufacturing 26 24 24 23 22 23 23 23 23

Services 40 42 48 56 57 57 57 57 58

Trade 14 15 17 17 17 17 17 17 16

Real estate &    
other business

7 7 8 11 11 11 11 11 12

Financial 4 5 5 8 8 7 7 7 8



Services Performance: GVA

MAJOR SECTOR

Shareto Total GVA (%) Growth Rate (%)

2013 2014 2015
2016 
SemI

2013 2014 2015
2016 
SemI

Agriculture, Forestry and Fishing 10.5 10.0 9.5 8.5 1.1 1.7 0.1 -3.3

Industry 32.9 33.3 33.4 33.8 9.2 7.8 6.0 7.9

Services 56.7 56.6 57.1 57.7 6.8 6.2 6.8 8.0

Construction 5.7 5.7 5.9 6.1 9.6 7.2 9.4 11.6

Electricity, Gas and Water Supply 3.3 3.3 3.2 3.2 4.7 3.6 5.5 9.8

Transport, Communication and Storage 7.5 7.5 7.7 7.9 4.8 6.5 8.0 6.2

Trade and Repair of Motor Vehicles, 
Motorcycles, Personal and Household 
Goods

16.6 16.5 16.7 15.8 6.2 5.8 7.1 8.3

Financial Intermediation 7.1 7.2 7.2 7.5 12.6 7.2 6.1 8.1

Real Estate, Renting & Business Activity 10.9 11.2 11.3 11.5 8.9 8.7 7.2 9.2

Public Administration & Defense, 
Compulsory Social Security

4.2 4.1 3.9 4.0 2.7 4.0 1.2 5.9

Other Services 10.3 10.1 10.3 11.0 4.9 4.0 7.9 8.5

Source: National Income Accounts, Current Labor Statistics. Philippine Statistics Authority

*Growth rates and value added share at constant 2000 prices



Services Performance: Employment

MAJOR SECTOR

Share to Total Employment(%)

2011 2012 2013 2014 2015
2016 
SemI

Agriculture, Forestry and Fishing 33.0 32.2 31.0 30.5 29.2 26.0

Industry 14.9 15.3 15.6 16.0 16.2 17.5

Services 52.1 52.6 53.4 53.5 54.7 56.5

Construction 5.6 5.9 6.2 6.7 7.0 8.1

Electricity, Gas and Water Supply 0.4 0.4 0.4 0.4 0.3 0.4

Transport, Communication and Storage 7.5 7.9 8.1 7.9 8.2 8.4

Trade and Repair of Motor Vehicles, 
Motorcycles, Personal and Household Goods

19.9 18.3 18.6 18.8 18.9 19.7

Financial Intermediation 1.2 1.2 1.2 1.3 1.3 1.3

Real Estate, Renting & Business Activity 3.4 3.4 3.6 3.8 4.0 4.4

Public Administration & Defense, Compulsory 
Social Security

5.0 5.2 5.2 5.1 5.4 5.5

Other Services 15.2 16.6 16.7 16.8 17.0 17.3

Source: National Income Accounts, Current Labor Statistics. Philippine Statistics Authority

*Growth rates and value added share at constant 2000 prices
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Year Ω00-Ωлр
(US$B)

Ω06-Ωмл
(US$B)

Ψмм-
Ωмр
(US$B)

Exports 3.6 13.9 23.5

Imports 5.5 8.6 17.5

Trade 
Balance

-1.9 4.6B 6.0

% 
Change
Exports
Imports

5%
2%

26%
15%

11%
15%

Trade in Services

Å Exports: changed from 
travel, transportation, &
communication towards computer 
& information & other business 
services (BPO)

Å Imports: bulk transportation & 
travel 



Part 2: Policies Affecting Services

Å Implemented quite substantial investment & services reforms in 
the 2 past decades (unilateral) 

ÅBeneficial particularly in telecommunications, domestic air 
transport, pocket open skies, RRTS 

Sector Description

Power Opening up of generation sector, transmissionwas privatized

BOT Law 1990,first in Asia

Telecoms Liberalizedprivate monopoly in late 1980s

Shipping Deregulation of 1st & 2nd class passage rates, port privatization

Air Air transport deregulation,removal of one airline policy

Water Late 90s privatization 

RRTS (2003) SRNH Program, improve ports to facilitate RORO

Banking & finance Allowed establishment of 10 new foreign banks in Ω94, General 
.ŀƴƪƛƴƎ [ŀǿ ƛƴ Ψлл ŀƭƭƻǿƛƴƎ ŀ т-year window for foreign banksto 
own up to 100% of 1 commercial bank or thrift bank

Retail trade Allowed foreigners up to 100% equity minimum $7.5M



Investment Policies
Å FDI policy changed from restrictive & highly complicated to a more 

open one, FIA in Ω91 liberalized regulations

ÅCLb[Υ ǊŜŘǳŎŜŘ ŎƻƴǎƛŘŜǊŀōƭȅΣ [ƛǎǘ / ŀōƻƭƛǎƘŜŘ ƛƴΩфс

List A Sector

No foreign
equity

Mass Media except recording; Practice of all professions (pharmacy, 
radiologic & x-ray technology, criminology, forestry, law);Retail trade 
enterprises with paid-up capital  of less than US$2.5M 

Up to 20% Private radio communications network 

Up to 25% Private recruitment, whether for local or overseas employment; 
Contracts for the construction and repair of locally-funded public 
works; Contracts for the construction of defense-related structures

Upto 30% Advertising

Up to 40% Ownership of private lands; Operation of public utilities;educational 
institutions; Contracts for the supply of materials, goods & 
commodities to government; Project Proponent & Facility Operator of 
a BOT project requiring a public utilities franchise  

Up to 60% Financing companies & investment houses regulated by SEC



FDI by Sector

Å Total Net FDI increased from $1.07B in 2010 to $5.72B in 2015 

Å Share to Cumulative Net FDI

ïFinancial & Insurance: 29%; Manufacturing: 24%; Real Estate: 12%; 
Wholesale & Retail: 7%; Water supply, Sewerage: 6%; Mining: 4%; 
Information & Communication: 4%;  Arts, Entertainment and 
Recreation: 4%
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Attracting FDI

Å PH ($3.7B; $6.2B) still lags behind Indonesia ($18.8B; 

$22.6), Malaysia ($12.1; $10.8B), Thailand ($14.0B; 

$12.6B), Singapore ($64.8B; $67.5B ), & Vietnam ($8.9B; $9.2B) 

in 2013 and 2014

Source: United Nations Conference on Trade and Development (UNCTAD)
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Recent Policy Reforms to Liberalize Entry

NewLegislations Description

RA10641: Act Allowing the Full Entry of 
Foreign Banks (amended RA 7721)

As of July 2015, 5 license applications 
from foreign banks were approved: 
Sumitomo Mitsui Banking; Shinhan
Bank & Industrial Bank of Korea; 
¢ŀƛǿŀƴΩǎ /ŀǘƘŀȅ ¦ƴƛǘŜŘ .ŀƴƪ ϧ Yuanta
Bank

Implementation of Pocket Open SkiesPolicy 
(EO 29, 2011) to allow foreign airlines 
unlimited take-off, landing & passenger 
ŎƻƴǾŜȅŀƴŎŜ ǊƛƎƘǘǎ ǘƻ ǘƘŜ ŎƻǳƴǘǊȅΩǎ 
airports, except NAIA

Number of airlines increasedfrom 43 
in 2010 to 52 in 2014
New entrants: ANA, Turkish 
Airlines, Xiamen Airlines, Oman Air

Philippine Competition Act (21 July 2015) Established the PHCompetition 
Commission

RA 10668: Act AllowingForeign Vessels to 
Transport & Co-load Foreign Cargoes for 
Domestic Transshipment

allows foreign shippers toengage in 
transport of cargo intended for import 
or export to/from domestic ports 
bringing down shipping costs



Services trade liberalization: AEC 2015
Å No restrictions on service delivery via modes 1 & 2, ex. public safety reasons 

Å ASEAN equity participation: no less than 70% by 2010 in 4 priority sectors; no 
less than 51% by 2010 & 70% by 2015 in all other sectors

Å Progressive removal of market access limitations on mode 3 by 2015

Å AFAS & ASEAN+1: GATS plus

Å Many of the sub-sectors still unbound under modes 3 & 4, limitations on MA 
& NT for many sub-sectors under modes 3 &4

Å HoekmanIndex* ( measure of GATS-style degree of commitment, 1 fully 
liberalized, 0.5 limited, 0 unbound): PH lowest at 0.33 (THA: 0.5, CM: 
0.41, INDO 0.36)

Å Various sectors including air transport, maritime 
transport, construction, financial services & telecommunications 

Å Due to legal constraints in the Constitution (nationalistic provisions affecting 
mode 3), progress of services liberalization has been modest 

* Ishido& Fukunaga, 2012.

AFAS AANZFTA ACFTA AKFTA

PH 0.33 0.26 0.11 0.17



PH: AFAS 8th Package
Selected Commitments

Consultancy services related to 
installation of computer hardware(100%)
Software implementation services(100)
Data processing services, data base

R&D services on agricultural sciences(51)
R&D services on economics(51)
Interdisciplinary research & experimental 
development services on ICT(51%)

Advertising services(30%)
Market research services(51%)
General management consultingservices, 
ex legal organization(51%)

Production services of animated cartoons 
of any kind(51%)
Motion picture projection services(51)
Sound recording(51)

Selected Commitments

Wholesale trade services(30%)
Franchising(30)
Retailing services(30)

Hospital services(100%)
Other human health services, nec

Hotel, resort, pension houses, tourist 
inns apartelleslodging services
Entertainment services (inc theatre, 
live bands, circus)(51)

International transport passenger, ex 
cabotagetransport & government 
own cargoes
International transport freight, ex 
cabotagetransport & government 
own cargoes
Maintenance & repair of vessels



Part 3: Competitiveness in Services

Å Revealed Comparative Advantage: computer & information, other 
business services, travel
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2005 0.497 1.030 0.430 0.189 0.095 0.010 1.017 2.656 0.258 0.000

2006 0.400 1.291 0.327 0.190 0.119 0.009 1.197 2.346 0.285 0.000

2007 0.371 1.529 0.413 0.150 0.085 0.007 1.296 2.077 0.211 0.000

2008 0.427 0.826 0.294 0.080 0.118 0.004 1.517 2.689 0.237 0.000

2009 0.366 0.695 0.262 0.158 0.127 0.002 1.542 2.803 0.301 0.000

2010 0.362 0.612 0.307 0.147 0.077 0.004 1.489 2.966 0.289 0.038

2011 0.370 0.698 0.115 0.144 0.065 0.004 1.705 2.766 0.378 0.036

2012 0.387 0.814 0.225 0.141 0.061 0.006 1.678 2.562 0.486 0.039

2013 0.359 0.809 0.179 0.166 0.043 0.002 1.586 2.609 0.495 0.037

2014 0.389 0.798 0.084 0.194 0.090 0.006 1.494 2.544 0.657 0.036

2015 0.377 0.735 0.115 0.164 0.170 0.006 1.255 2.746 0.642 0.035
Source: Calculations based on data from BSP and UNCTAD



Comparative Advantage Areas
ÇPool of skilled, semi-skilled, highly-skilled  workers are our main 

source of strength, drivers of services exports

ÇCurrent comparative advantage

Á IT-BPM, business services

ÇPotential comparative advantage
Á Creative/knowledge-based services: animation, software 

development, game development, health information systems
Á Medical tourism; Tourism & travel related
Á Educational, recreational, cultural & sporting
Á Aircraft maintenance, repair, &overhaul 
Á Ship repair
Á Distribution (retail, franchising) 
Á Construction & engineering
Á Transport support  



How to position PH in non-voice
IT Application services Business Process services Engineering services

App ŘŜǾΩǘ& maintenance
¶ Application development
¶ AD integration & testing
¶ Application maintenance
System integration
¶ Analysis, Design 
¶ Development
¶ Integration & testing
¶ Package implementation
IT Infrastructure Services
¶ Help desk, Desktop support
¶ Data centreservices
¶ Mainframe
¶ Network operations
¶ IT consulting
Software product development
¶ New product development
¶ System testing
¶ Localization/Support
¶ Gaming

Horizontal processes
¶ Contact centers
¶ Human resources
¶ Finance& accounting
¶ Supply chain: procurement 

logistics management
Industry/vertical processes
¶ Banking & insurance
¶ Telecom
¶ Public sector, Utilities
¶ Health care, High-tech
¶ Oil & Gas, Consumerprods
Knowledge Process hǳǘǎƻǳǊŎΩƎ
¶ Business research, financial 

research
¶ Animation
¶ Data analytics
¶ Legal process & patent 

research
¶ Other high-end processes

Manufacturing 
engineering
¶ Upstream product 

engineering
- Concept design
- Simulation
- Design engineering
¶ Downstream product 

engineering
- CAD/CAM/CAE
- Embedded software
- Localization
¶ Plan & process 

engineering
Architecture design
¶ Design process
¶ Building 

Management models



GVC Participation

ÅGVC Participation Index: measures depth of 
participation in the GVC indicated by share of foreign 
inputs & domestically produced inputs used in 3rd

countries exports expressed as % of exports
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Philippines in the 
Offshoring Services GVC 

Å Philippine participation in the business services GVC increased from 
2.4% in Ψфр to 2.76% ƛƴ Ψлу to 2.89% in Ω09

Å Indiaincreased substantially from 1.89% in Ω95 to 9.3% in Ω05, this 
declined to 7.5% in Ψлу-Ωлф
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ωUpgrade industries

ωRemove growth obstacles

GOAL: Improve 
Competitiveness

ωCreate proper environment for private sector 
development

ωPrivate sector: proximate source of  growth

Government as 
Facilitator

ωHow to plug in regional production networks

ωMove up the value chain

ωBuild strong regional economies

GVC-focused,

Cluster-based

Part 4: Strategic Industrial 

Policy



Comprehensive National Industrial 

Strategy Framework

ÅTHREE IMPORTANT CHANNELS AFFECTING INDUSTRY 
GROWTH: COMPETITION, INNOVATION, PRODUCTIVITY

21

MANUFACTURING SERVICES

AGRICULTURE 
FISHING, FORESTR

Y
MINING

INTERNAL FACTORS: GOVERNMENT POLICIES &PROGRAMS ςtrade & industry 
policy, INSTITUTIONS, INFRASTRUCTURE, MACRO STABILITY, RULE OF LAW,

PEACE & ORDER, POLITICAL CLIMATE

EXTERNAL FACTORS: GLOBALIZATION, REGIONAL/BILATERAL/MULTILATERAL 
TRADING ARRANGEMENTS,  GLOBAL & REGIONAL PRODUCTION NETWORKS



β

COMPREHENSIVE NATIONAL INDUSTRIAL STRATEGY

TOP FIVE PRIORITIES

Opportunities
Å New high 

level growth 

trajectory

Å Growing 

middle class

Å Political 

stability

Å Young, Englis

h speaking 

workforce

Å Rising 

business 

confidence

Å AEC & FTAs

Challenges

ÅComplex 

regulations

ÅHigh cost 

of power

Å Lack of 

ports, airp

orts, roads

ÅSMEsô 

access to 

finance

Å Supply 

chain gaps

Manufacturing

ÅCARS 

Program

Tourism

IT BPM

KPO

From voice to 

non-voice

Agribusiness

ÅHigh value 

crops

Infrastructure 

& Logistics

NEW JOBS
HIGHER GDP

ÅN E W  I N D U S T R I A L  P O L I C Y

ÅB O L D E R  T R A D E  P O L I C Y

ÅI N T E N S E  I N V E S T M E N T  

P R O M O T I O N

ÅS K I L L S  T R A I N I N G  &  H U M A N  

R E S O U R C E  D E V E L O P M E N T

ÅI N N O V AT I O N  &  R  &  D

ÅM O D E R N  S M E  P O L I C Y



SERVICES: GLUE THAT BINDS ALL 
SECTORS TOGETHER

-labor-intensive 
sectors: 
tourism, constructio
n, ship repair, MRO
-infrastructure 
investments 
-move up ITBPM 
GVC

- PH as regional 
services hub: 
training 
- upgrade  services 
especially  
manufacturing 
related services to 
sustain growth & 
job creation

-
education, design, R&
D, finance, infrastructu
re
-engineering & 
services embedded in 
manufacturing
-HRD & skills 
training, innovation 
ecosystem

Phase I 2014-
2017

Phase II 2018-
2021

Phase III 2022-
2025

Globally competitive services, create quality jobs, move up the 
value chain, enable structural transformation  



Services Strategic Actions

ωLogistics 
,Telecommunications, Finance, Energy, Water

ωCrucial for competitiveness 
improvement, production networks & GVCs

Increase investments 
in infrastructure 

services

ωServices embedded in manufacturing

ωR&D, design, logistics, financial, marketing, di
stribution, after-sales services

Move up to high 
value added services 

in GVCs

ωInvestment promotion, IPR enforcement

ωRegulatory & policy environment

ωHRD, skills development, SME support 

ωIndustry-academe 
linkages, Innovation, NQI, standards & rating 
system

Address horizontal 
issues

24

ÅGVC-oriented industrial policy for services: workforce 
development, support for start-up companies



a. Integrated Circuit 
Design

b. Creative Industries 

Knowledge-Based 
Services: 
animation, software 
developmentgame 
development, health 
Information 
management Systems

c. Ship repair

d. Charging stations for e-
vehicles 

e. Maintenance, Repair & 
Overhaul of aircraft

f. Industrial waste 
treatment

BOI IPP: Preferred Activities

a. Services exports

b. Support activities to exporters: 
services embedded in 
manufacturing, testing 
inspection, repair 
maintenance, logistics

c. Services foreign film & TV production

d. Publication & printing of books

e. Renewable energy, energy 
exploration, power 
generation, energy efficiency

f. Tourism

g. Infrastructure: 
airports, seaports, air, water &land 
transport, LNG storage & 
regasification, bulk water supply & 
distribution



Conclusions & Key Policy Directions
ÅServices play an important role in the economy

ÅTo increase competitiveness of services,  help markets work 
better:
o Optimize supply-chain integration of manufacturing & services; 

address supply chain gaps

o Maximize FTA gains  by promoting trade in services that 
harness the potentials of global value chains

Å PH: business services, computer & information 
services, transportation, travel services

Å AEC 2015 represents large market & investment opportunities 

Å Benefits not achieved automatically, significant challenges exist 
o Address domestic constraints preventing services growth

o PH: modes 1& 2 open in most sectors ; however, market access & 
national treatment restrictions in mode 3

o Given difficulties in changing the Constitution, strengthen regulatory 
framework & effective implementation of competition law to ensure 
level playing field



Thank you!

For more information, visit our website at 
industry.gov.ph


