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	Chapter 3 : Services

	Objective

APEC economies, in accordance with the APEC Policy Framework for Work on Services, will achieve free and open trade and investment in the Asia-Pacific region by:

a. progressively reducing restrictions on market access for trade in services;

b. progressively providing for inter-alia most favored nation (MFN) treatment and national treatment for trade in services;

c. providing, in regulated sectors, for the fair and transparent development, adoption and application of regulations and regulatory procedures for trade in services; and

d. recognising the role that e-commerce plays in the supply and consumption of services.



	Guidelines

Each APEC economy will:

a. contribute positively and actively to the WTO negotiations on trade in services;

b. expand commitments under the General Agreement on Trade in Services (GATS) on market access and national treatment and eliminate MFN exemptions where appropriate;

c. undertake further actions, where appropriate, to implement the APEC Menu of Options for Voluntary Liberalization, Facilitation and Promotion of Economic and Technical Cooperation in Services Trade and Investment;

d. make efforts to provide for the participation of concerned parties in regulations and regulatory processes, the fair and transparent application of regulations, and the prompt consideration of applications; and

e. support APEC capacity building efforts to supply services by, inter-alia, strengthening infrastructure, promoting the use of advanced technologies and developing human resources. 



	Collective Actions

APEC economies will take the following Collective Actions with regard to services in the telecommunications, transportation, energy and tourism sectors
, and continue to seek Collective Actions in other sectors 

TELECOMMUNICATIONS
In accordance with the Cancun Declaration, APEC economies will:

a. work to bridge the digital divide at the domestic, regional and global levels, and to cooperate and collaborate with the business/private sector in this effort;

b. foster discussion between business/private sector and governments on appropriate means to assess and reward the value of products and services exchanged in the provision of converged Internet services among APEC economies, consistent with the APEC Principles on International Charging Arrangements for Internet Services;

c. foster the development of effective policies that support competitive markets in the domestic and international telecommunications and information industries;

d. accelerate the pace of implementation of the Mutual Recognition Arrangement on Conformity Assessment for Telecommunications Equipment (MRA);

e. work to ensure that policy and regulatory environments better foster the uptake of e-commerce;

f. implement within voluntary time frames the APEC Interconnection Principles and consult on the need for further discussions on interconnection; and

g. give attention to user requirements for open standards and systems to support interoperability
In addition, APEC economies are encouraged to conform, where appropriate, to:

1. The WTO Telecommunications Regulatory Principles Reference Paper;

2. The Information Technology Agreement (ITA); and

3. The Guidelines for Trade in International Value-Added Network Services (IVANS).
TRANSPORTATION  
APEC economies will:

a. respond to the Leaders ‘Auckland Challenge’ of 1999, by implementing the eight steps for more competitive air services on a voluntary basis and by identifying further steps to liberalize air services in accordance with the Bogor Goals, and provide annual progress reports to Leaders through SOM (Note:  some components of this project may fall under Part II Ecotech, subject to further developments);

b.
develop by 2005 an efficient, safe and competitive operating environment for maritime transport, including ports, in the region through improved transparency of maritime and port policies (Note:  some components of this project may fall under Part II Ecotech, subject to further developments);

c. complete the Road Transport Harmonization Project and encourage the development of mutual recognition arrangements for certification of automotive product and harmonization of economies’ vehicle regulations through cooperation within United Nations Economic Commission for Europe; and

d. 
seek to eliminate the requirement for paper documents (both regulatory and institutional) for the key messages relevant to international transport and trade as soon as practicable by 2005. 

ENERGY 

APEC Economies, by developing and building on the 14 non-binding policy principles endorsed by APEC Energy Ministers at their Sydney meeting in 1996 which are consistent with the vision, objectives and strategic themes of the recently endorsed Future Directions Strategic Plan that will guide their work over the next five years:

a. will facilitate trade and investment in the energy sector by

i. responding to the outcomes of a current study on "Strengthening the Operational Aspects of APEC Energy Micro -Economic Reform" that will, inter-alia, inform on barriers to investment in the energy sector and how to remove the barriers.

ii. analysing the broad economic impacts of micro-economic reform policies to deregulate energy markets.

iii. responding as appropriate to the identification of the barriers (policy, technical, regulatory and legal) to the interconnection of power grids in APEC member economies.

iv. actively pursuing the Implementation Strategy and considering the use of Implementation Facilitation Assistance Teams (IFAT) to assist in further reform of the energy markets.

v. strengthening policy dialogue among member economies on important issues affecting energy markets.

vi. supporting the APEC 21st Century Renewable Energy Development Initiative which seeks to advance the use of renewable energy for sustainable economic development and growth in member economies.

vii. encouraging in the longer term a greater strategic input from business through the Energy Working Group Business Network (EBN).

b. will seek to reduce barriers to trade created by differing energy performance test methods and energy performance requirements by supporting the establishment of an APEC Energy Efficiency Test Procedures Coordinator.

c.
will strengthen energy security in the region by developing and implementing an energy security initiative with the aim of improving the functioning of energy markets; energy efficiency and conservation; diversification of energy resources; renewable energy development and deployment; and enhance short term preparedness such as oil stocks and surge production of oil; and explore the potential for alternative transport fuels
TOURISM

APEC economies will:

a.
Remove impediments to tourism business and investment by:

(i)
promoting and facilitating the mobility of skills, training and labor;

(ii)
promoting and facilitating productive investment in tourism and associated sectors;

(iii)
removing regulatory impediments to tourism business and investment; and

(iv)
encouraging liberalization of services trade related to tourism under General Agreement on Trade in Services (GATS)

b.
Increase mobility of visitors and demand for tourism goods and services in the APEC region by:

(i)
facilitating seamless travel for visitors;

(ii)
enhancing visitor experiences;

(iii)
promoting inter- and intra-regional marketing opportunities and cooperation;

(iv)
facilitating and promoting e-commerce for tourism business;

(v)
enhancing safety and security of visitors; and

(vi)
fostering a non-discriminatory approach to the provision of visitor facilities and services.

c.
Sustainably manage tourism outcomes and impacts by:

(i)
demonstrate an appreciation and understanding of natural environment and seek to protect the environment

(ii)
foster ecologically sustainable development opportunities across the tourism sector, particularly for small and medium sized enterprises, employment and providing for open and sustainable tourism markets

(iii)
protect the social integrity of host communities with particular attention to the implications of gender in the management and development of tourism

(iv)
recognize, respect and preserve local and indigenous cultures together with our natural and national cultural heritage

(v)
enhance capability building in the management and development of tourism.

d.
Enhance recognition and understanding of tourism as a vehicle for economic and social development by:

(i)
harmonizing methodologies for key tourism statistical collections, consistent with activities of other international tourism organizations

(ii)
facilitating the exchange of information on tourism between economies

(iii)
promoting comprehensive analysis of the role of tourism in member economies in promoting sustainable growth

(iv)
expanding our collective knowledge base on tourism issues in order to identify emerging issues and assist in the implementation of the Seoul Declaration on an APEC Tourism Charter.  

The current CAP relating to services can be found in the Services Collective Action Plan


	The Philippines' Approach to Trade in Services in 2003

The Philippines recognizes the important contribution which the services sector makes to the Philippine economy. In this respect, it pursues reforms aimed at promoting the growth and development of the services sector and at enhancing its global competitiveness.


The Philippines participates in the ongoing negotiations under the ASEAN Framework Agreement on Services. It has submitted its initial package of commitments for the second round of negotiations covering business/professional services, construction, information technology and telecommunications. This improves on earlier commitments made in the areas of air transport services, business/professional services, construction, maritime transport, tourism, and telecommunications. 


The Philippines participates in the mandated negotiations on trade in services, including in the development of negotiating guidelines. It continues to undertake national assessment on trade in services with a view to identifying priorities for the negotiations.




	Chapter 3 : The Philippines' General Approach to Trade in Services in 2003


	Section
	Improvements Implemented Since Last IAP
	Current Entry Requirements
	Further Improvements Planned

	Foreign Investment or Right of Establishment (including Joint Venture Requirements)


	No improvements implemented.


	All lands of the public domain are owned by the State.  Only citizens of the Philippines or corporations or associations at least 60 percent of whose capital is owned by such citizens may own land other than public lands and acquire public lands through lease.  Foreign investors may lease only private-owned lands.

Telecommunications and Transport

Under the Philippine Constitution, franchises, or any other authority for the operation of a public utility shall be given only to Philippine citizens or to corporations organized in the Philippines (and registered with the Securities and Exchange Commission), at least 60 percent of whose capital is owned by such citizens.  

See Sectoral Annexes on Telecommunications and Broadcast Services, and Maritime and Air Transport Services.

Energy

RA 8479 (Downstream Oil Industry Deregulation Act of 1998) provides for the liberalization of downstream activities such as importation, exportation, manufacturing, marketing and distribution.

RA 9136 (Electric Power Industry Reform Act of 2001) provides the framework for the restructuring of the Philippine electric power industry and the privatization of the state-owned National Power Corporation (NPC).

See Sectoral Annex on Energy Services.

Tourism

Foreigners can invest as much as 100% in almost all tourism activities pursuant to RA 7042 (Foreign Investments Act of 1991) as amended by RA 8179, except for tourist transport which is limited to Philippine nationals pursuant to the Philippine Constitution.

See Sectoral Annex on Tourism and Travel Related Services.

Distribution

RA 8762 (Retail Trade Liberalization Act of 2000) allows the entry of foreign investments in the retail trade sector, subject to certain categories and qualification requirements.

See Sectoral Annex on Distribution Services.

Financial

The entry and amount of foreign equity participation in banks, insurance companies, investment companies, investment houses and financing companies have been liberalized through various laws.

See Sectoral Annex on Financial Services.

The contact point for further information is:

Trade, Industry and Utilities Staff

National Economic and Development Authority

12 Blessed Josemaria Escriva Drive

Pasig City, Philippines

Telefax: (632) 631-3734

E-mail:  mrsongco@neda.gov.ph; brmendoza@neda.gov.ph    


	The Philippines will review existing laws on tourism movement and investment, including investment plans and areas.



	Temporary Entry and Stay of Service Providers and Intra-Corporate Transferees


	No improvements implemented.
	Non-resident aliens may be admitted to the Philippines for the supply of a service after a determination of the non-availability of a person in the Philippines who is competent, able and willing, at the time of application, to perform the services for which the alien is desired.

See Sectoral Annexes on  Maritime and Air Transport  Services and Tourism and Travel related Services.

The contact point for further information is:

Trade, Industry and Utilities Staff

National Economic and Development Authority

12 Blessed Josemaria Escriva Drive

Pasig City, Philippines

Telefax: (632) 631-3734

E-mail: mrsongco@neda.gov.ph; brmendoza@neda.gov.ph  


	No further action planned.

	Foreign Exchange Control/

Movement of Capital


	
	In general, there are no restrictions on foreign exchange requirements for current account  (trade and non-trade) transactions. 

Supporting documents have to be presented for commercial banks to sell foreign exchange to service payments for imports, regardless of amount as well as for non-trade purposes exceeding US $5,000 (effective 26 July 2001 from US $10,000 previously).

With regard to capital account transactions, all public and publicly-guaranteed private sector obligations  to foreign creditors, including foreign shareholders and offshore banking units,  have to be referred to the Bangko Sentral ng Pilipinas (BSP) for prior approval.  Other private sector borrowings as well as financing arrangements involving foreign exchange payments require prior approval and/or registration by the BSP if  to be serviced using foreign exchange purchased from the banking system.Similarly,  foreign investments have to be registered with the BSP only if the foreign exchange  needed to service the repatriation of capital and the remittance of dividends, profits and earnings which accrue thereon is to be sourced from the banking system.  The foreign exchange required for servicing  of unregistered foreign currency obligations and foreign investments will have to be sourced outside the banking system.

Only BSP-authorized banks/non-banks with quasi-banking functions can engage in financial derivative transactions.

See Sectoral Annex on Financial Services.

The contact point for further information is:

The Director

International Operations Department

Bangko Sentral ng Pilipinas

Vito Cruz cor. Mabini Streets

Malate, Manila, Philippines

Tel:  (632) 536-6077

Fax: (632) 536-6072

E-mail:  cgonzalez@bsp.gov.ph

	No further action planned.

	Other Generic Requirements 

Applied to Trade in Services


	No improvements implemented.
	In activities expressly reserved by law to citizens of the Philippines (i.e., foreign equity is limited to a minority share), the participation of foreign investors in the governing body of any corporation engaged in activities expressly reserved to citizens of the Philippines by law shall be limited to the proportionate share of foreign capital of such entities.

The contact point for further information is:

Trade, Industry and Utilities Staff

National Economic and Development Authority

12 Blessed Josemaria Escriva Drive

Pasig City, Philippines

Telefax: (632) 631-3734

E-mail: mrsongco@neda.gov.ph, brmendoza@neda.gov.ph

	No further action planned.


	Chapter 3:  Improvements in the Philippines' Approach to Trade in Services since 1996

	Section
	Position at Base Year (1996)
	Cumulative Improvements Made to Date

	General Policy

Position


	As of  1996, the Philippines had already undertaken various measures to liberalize trade in such areas as telecommunications, transport, energy and financial services. The Philippines had made significant contributions to the WTO negotiations on trade in services.  Under the Uruguay Round of multilateral trade negotiations, commitments were made in the areas of tourism, transportation and value-added telecommunications.  The Philippines was also a signatory to the interim agreement on financial services and undertaking commitments in banking, insurance and securities services.

	Undertook commitments in the WTO negotiations on basic telecommunications services concluded on 15 February 1997.  The Philippine Senate is in the process of possibly concurring with the ratification of the Fourth Protocol.

Upgraded commitments under the interim agreement on financial services concluded in December 1997.  

Provided legal framework for the conduct of commercial transactions over the Internet (RA 8792, Electronic Commerce Act of 2000) (2000).



	Foreign Investment or Right of Establishment (including Joint Venture Requirements)


	All lands of the public domain are owned by the State.  Only citizens of the Philippines or corporations or associations at least 60 percent of whose capital was owned by such citizens may own land other than public lands and acquire public lands through lease.  Foreign investors may lease only private-owned lands.

Telecommunications

As required under the Philippine Constitution, the provision of telecommunication services is limited to Filipino citizens or to corporations, associations or entities which were owned at least 60 percent by Filipino citizens.  The remaining 40 percent may be owned by foreigners.  Broadcast service was classified under mass media and its operation was limited to Filipino citizens.

Transport

No franchise, certificate, or any other form of authorization for the operation of a public utility was granted except to citizens of the Philippines or to corporations or associations organized under the laws of the Philippines at least 60 percent of whose capital was owned by such citizens.

The Philippines had established the domestic and international civil aviation liberalization policy with the aim of improving air service availability, quality and efficiency through exposure to foreign markets and competition.  Two international carriers had been designated as official carriers.  The Philippines had entered into an unlimited third and fourth freedom traffic at two points in member economies at the BIMP-EAGA.  Domestic routes had been opened for entry to a minimum of two operators in each route.

For maritime transport services, cabotage transport was limited to Filipinos.

The Philippines had liberalized the domestic shipping industry by providing for the entry of new operators and investors to enhance the level of competition and bring about reasonable rates and improved quality of service.

Energy

RA 8180 (An Act Deregulating the Downstream Oil Industry and for Other Purposes) provided for the liberalization of the entry of new players in the operation of refineries and other oil facilities.

EO 215, which made possible private sector participation in power generation, had been amended to further encourage private sector involvement in power generation.

Tourism

Foreigners can invest as much as 100% in almost all tourism activities pursuant to RA 7042 (Foreign Investments Act of 1991) as amended by RA 8179, except for restaurants and tourist transport which was limited to Philippine nationals pursuant to RA 1180 and the Philippine Constitution, respectively.

Distribution

RA 1180 (Retail Trade Nationalization Act) provided that only Filipino citizens may engage in retail trade.

Financial

RA 7721 (An Act Liberalizing the Entry and Scope of Operations of Foreign Banks in the Philippines) authorized foreign banks to operate in the Philippine banking system via any one of three modes.

Department of Finance Order Nos. 100-94 and 100-94A allowed the entry of foreign insurance or reinsurance companies to operate as a branch or where foreign equity in said company or intermediary was more than 40 percent within two years from the effectivity of the Orders.

For investment companies, membership in the Board of Directors was limited to Filipino citizens.

For investment houses, foreign equity participation was allowed up to 40 percent.  Majority of the members of the Board were required to be Filipino citizens.

For financing companies, foreign equity participation was limited to 40 percent.  Two-thirds of the members of the Board were required to be Filipino citizens.


	Deregulated downstream activities such as importation, exportation, manufacturing, marketing and distribution (RA 8479, Downstream Oil Industry Deregulation Act of 1998) (1998).

Provided the framework for the restructuring  of the Philippine electric power industry and the pivatization of the state-owned National Power Corporation (NPC) (RA 9136, Electric Power Industry Reform Act of 2001) (2001).

See Retail Trade Liberalization Act of 2000

Allowed the entry of foreign investments in the retail trade sector, subject to certain categories and qualification requirements (RA 8762, Retail Trade Liberalization Act of 2000) (2000).

Increased foreign equity participation to 60 percent of the voting stock of an investment house and allowed foreign nationals to become members of the Board of Directors to the extent of their participation in the equity of the enterprise (RA 8366, Investment Houses Law) (1997).

Increased foreign equity participation to 60 percent of the voting stock of a financing company (RA 8556, Financing Company Act) (1998).

Increased foreign ownership of a local bank from 30 percent to 40 percent of the voting stock and under certain conditions, up to a maximum of 100 percent  (RA 8791, General Banking Law of 2000) (2000).

Encouraged the widest participation of ownership in enterprises and promoted the development of the capital market, among others (RA 8799, Securities Regulation Code)(2000).



	Temporary Entry and Stay of Service Providers and Intra-Corporate Transferees


	Non-resident aliens were allowed to be admitted to the Philippines for the supply of a service after a determination of the non-availability of a person in the Philippines who was competent, able and willing, at the time of application, to perform the services for which the alien was desired.

Only aliens qualified to hold technical positions were allowed to be employed within the first five years of operation of the enterprise, their stay not to exceed five years upon entry.

For specialized vessels, aliens may be employed as supernumeraries only for a period of six months.

As a general rule, only citizens of the Philippines were allowed to be employed in tourism-oriented establishments.  However, for hotels and resorts, aliens may be employed subject to the pertinent provision of the Tripartite Agreement among the Department of Tourism, Department of Labor and Employment, and the Bureau of Immigration.


	

	Foreign Exchange Control/

Movement of Capital


	Current Account Transactions

In general, there were no restrictions on foreign exchange requirements for current account transactions following the Philippine acceptance on 8 September 1995 of the obligations under Article VIII of the IMF Articles of Agreement.  Foreign exchange needs exceeding the $10,000 ceiling for over-the-counter (OTC) sales required merely a written notarized application and supporting documents from the purchaser (Bangko Sentral ng Pilipinas (BSP) Circular No. 162).

Capital Account Transactions

All public and private sector guaranteed obligations from foreign creditors, offshore banking units, and foreign currency deposit units were referred to the BSP for prior approval.  Other private sector loans from these creditors also required prior BSP approval and/or registration if such loans were to be serviced using foreign exchange to be purchased from the banking system (Article VII Section 20 of the Philippine Constitution; Section 22 BSP Circular No. 1389, Consolidated Foreign Exchange Rules and Regulations).

Arrangement for Repatriation of Profits

Foreign investments need not be registered with the BSP.  The registration of a foreign investment with the BSP was only required if the foreign exchange needed to service the repatriation of capital and the remittance of dividends, profits and earnings which accrue thereon was to be sourced from the banking system.  The foreign exchange needs of unregistered foreign investments may be sourced outside the banking system (Section 32 BSP Circular No. 1389, Consolidated Foreign Exchange Rules and Regulations).


	

	Other Generic Requirements Applied to Trade in Services


	In activities expressly reserved by law to citizens of the Philippines (i.e., foreign equity is limited to a minority share), the participation of foreign investors in the governing body of any corporation engaged in activities expressly reserved to citizens of the Philippines by law was limited to the proportionate share of foreign capital of such entities.

	


�  The following Collective Actions have been extracted from the annexed Action Programs of Working Groups in which substantial progress has already been made in services, in order to illustrate liberalization and facilitation related activities to be undertaken in these sectors.  Activities in these sectors are also dealt with in Part Two.
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