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Preface

This report is the result of technical assistance provided by the Economic Modernization through 

Efficient Reforms and Governance Enhancement (EMERGE) Activity, under contract with the 

CARANA Corporation, Nathan Associates Inc. and The Peoples Group (TRG) to the United 

States Agency for International Development, Manila, Philippines (USAID/Philippines)

(Contract No. AFP-I-00-00-03-00020-00 Delivery Order 800).  The EMERGE Activity is 

intended to contribute towards the Government of the Republic of the Philippines (GRP)

Medium Term Philippine Development Plan (MTPDP) and USAID/Philippines’ Strategic 

Objective 2, “Investment Climate Less Constrained by Corruption and Poor Governance.”  The 

purpose of the activity is to provide technical assistance to support economic policy reforms that 

will cause sustainable economic growth and enhance the competitiveness of the Philippine 

economy by augmenting the efforts of Philippine pro-reform partners and stakeholders.

The American Chamber of Commerce in the Philippines (AmCham) submitted an unsolicited

proposal to EMERGE on January 25, 2006, for a grant to set up a mechanism to identify and 

communicate to the Philippine Government activities that will generate additional investments

and jobs in the country.  It was called the Investment Climate Improvement Project (ICIP), and 

the key actors were Mr. Robert M. Sears, AmCham Executive Director, Mr. John D. Forbes, 

AmCham Legislative Committee Chairman, and Mr. Robert W. Blume, AmCham Desk Officer 

at the Philippine Board of Investments (BOI). Mr. Richard Umali was added to the team as a 

Project Assistant.  EMERGE subsequently hired Mr. Arlan Z. I. Brucal to help AmCham edit 

this and draft other summary reports.

Because of their cumulative size, most of the appendices to this report are published in separate 

volumes:

Appendix 7:  Workshop on Anti-Red Tape & Corruption, August 23, 2006; 

Appendix 9:  Workshop on Foreign Direct Investment, October 5, 2006; 

Appendix 10:  Workshop on Infrastructure, February 2, 2007; 

Appendices 16-42:  Economic Law & Policy-related Letters;

Appendices 43-56:  Economic Law & Policy-related Statements; and

Selected Press Clippings 

The economic law and policy-related statements contained in these appendices were written and 

endorsed by the Joint Foreign Chambers of the Philippines (JFC) and/or AmCham.

The views expressed and opinions contained in this publication are those of the authors and are 

not necessarily those of USAID, the GRP, EMERGE or the latter’s parent organizations.
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THE AMERICAN CHAMBER OF COMMERCE OF THE PHILIPPINES, INC. 

  (Website: http://www.amchamphilippines.com)

AmCham Statement on Recent Political Events

The American business community deeply regrets the current 

recurrence of political instability in the Philippines and urges an 

early and peaceful resolution within the rule of law, with full respect 

for civil rights.

Political stability accompanied by vigorous economic reforms are 

essential requisites for a strong business environment. We urge all 

Filipinos to find peaceful ways to resolve their political differences 

and to move forward to implementing solutions to the urgent 

challenges of national economic development. 

The foreign investment community hopes that the State of National 

Emergency be lifted as soon as possible.

February 28, 2006 



THE AMERICAN CHAMBER OF COMMERCE OF THE PHILIPPINES, INC. 

  (Website: http://www.amchamphilippines.com)

STATEMENT ON THE POPULATION GROWTH RATE 

The latest data from the National Statistics Office that the annual population growth rate 
of the Philippines is falling is good news indeed.  With four babies born every minute, the 
growth rate in recent years has been at a rate that would double the population from 85
million to 170 million in roughly three decades.

Government at the highest level needs to demonstrate stronger leadership to assist 
Filipino women with unmet need to plan the size of their families better in accordance
with their religious beliefs.

The Foreign Chamber of Commerce issued the attached statement on the population 
crisis in November 2004.  We are pleased to see the latest reports that the population 
growth rate is falling.  Continued and even greater efforts need to be made by the public 
and private sectors to reduce the growth rate further. 

5/11/06

Member:  Chamber of Commerce of the United States (COCUSA) · Asia-Pacific Council of American Chambers (APCAC)

Corinthian Plaza, 2
nd

 Floor, Paseo de Roxas, Makati City, Philippines  P.O. Box 2562, CPO Makati 1229, Philippines

Telephone: 818-7911 · Fax: 811-3081 · E-mail: amchamrp@mozcom.com

Appendix 44



STATEMENT ON THE BIOFUELS BILL

The American Chamber of Commerce of the Philippines supports the proposed
Biofuels Act of 2006 as an important measure intended to stimulate the development
of alternative and domestically produced fuels for transportation in the country.

AmCham commends the Philippine Government’s policy to increase energy
self-sufficiency. Biofuels, as an additive to petroleum products, can be beneficial to
consumers and producers, especially in the context of diversifying supply.

Biofuels and other renewable energy technologies reduce reliance on oil and imported
fuel, thus saving on foreign exchange.

The production of biofuels can potentially help the agriculture sector, particularly
growers of coconut and sugarcane, thereby developing the domestic economy.
Increased employment will be achieved, particularly in the provinces, if farm
production is expanded for biofuels. However, the use of crops for fuel should not
have a mandated economic advantage over the use of crops for food. The market
should determine the best use of crops without distortions or advantages of one use
over another. Importation of agricultural products for food or fuel use should be
permitted to ensure there is equilibrium in the marketplace.

The establishment of biofuel manufacturing plants will create jobs for Filipinos. The
fiscal incentives provided in the proposed legislation, which include duty exemption
of machineries and equipment to be used for biofuel manufacturing and tax exemption
of biofuels, are important to attract potential investment into this new industry in the
Philippines. Along this line, we would like to highlight the importance of also
providing incentives to vehicle manufacturers to encourage investments in
manufacture of alternative fuel vehicles that are specifically designed to run on both
conventional gasoline and bio-fuel blends, with the end objective of providing more
affordable alternative fueled vehicles to the consumer, Without the vehicles, there is
no sustainable alternative fuel demand. There are several bills now filed in Congress
that seek to provide this complementary and consumer friendly-incentive such as in
the form of excise tax reductions.

Since the use of biofuels is relatively new in the country, both the safety of
consumers, and the security of automobile manufacturers and blended fuel
manufacturer,/blender/distributor/retailer should be protected by the national
government. Thus, it is recommended that in implementing the provisions of the any
bio-fuels blend, the following be considered:

• A reasonable transition period for implementation of a reasonable and
practical blend to resolve the issue of non-compatibility of older model
vehicles

THE AMERICAN CHAMBER OF COMMERCE OF THE PHILIPPINES, INC.

                                          (Website: http://www.amchamphilippines.com)
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• A flexible interpretation of the biofuels provision through the availability of
blended fuel at all stations (and not necessarily at all pumps) at the early stage
of the implementation.

• Ensure strict compliance with standards all the way to the pumps, or from
production, blending, distribution and at retail points.

As such, should there be damage to the vehicle or any of its parts resulting from the
use of biofuels outside of the aforementioned considerations, the oil company or the
retailer of biofuels and the automotive manufacturer should have no liability on
account of their compliance with the law.

5/25/06
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STATEMENT ON LEGISLATED WAGE HIKE

The American Chamber of Commerce does not believe that a legislated wage increase
is appropriate at this time in the Philippines. The minimum wage here is already non-
competitive with most of our Asian neighbors.

We believe that any wage increases should be based on productivity and on a
company’s ability to pay.

A mandated wage increase, we believe, will result in loss of jobs and the Philippines
becoming even more non-competitive in the region.

June 7, 2006

THE AMERICAN CHAMBER OF COMMERCE OF THE PHILIPPINES, INC.

                                          (Website: http://www.amchamphilippines.com)
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THE AMERICAN CHAMBER OF COMMERCE OF THE PHILIPPINES, INC. 

                                      (Website: http://www.amchamphilippines.com) 

First American Chamber 
of Commerce in Asia 

AMCHAM STATEMENT  

ON BILLS TO LEGISLATE MINIMUM WAGE 

The American Chamber of Commerce does not favor legislating wages in the Philippines 
and predicts that House Bill No. 345 or similar legislation will severely harm the 
economy if they become law. 

The AmCham supports the existing mechanism for considering changes in the minimum 
wage by Regional Tripartite Wage and Productivity Boards which meet each year. They 
take into account the needs and concerns of business, government and labor as well as 
variations in local conditions in the country. Following this process, minimum wages 
were raised in 2006 to levels (above US$6.00) now among the highest in ASEAN. 

The proposed legislation in Congress will drastically reduce the competitiveness of the 
Philippines, causing many companies (especially SMEs and exporters) operating on low 
profit margins to close and resulting in the loss of over one million jobs, according to a 
NEDA estimate. It would accelerate the demise of the shrinking garment manufacturing 
industry. More cheap imports from countries where wages are low will flood into the 
Philippines.  

It appears that Congress overlooks the reality that the Philippine economy does not 
operate independently of other economies. It is hard to understand why they favor a law 
that will benefit the country’s competitors and cause hard-working Filipino voters to lose 
their jobs. 

Instead, there are many important economic reforms in both houses of Congress which 
will not pass without strong leadership to drive them through in the few remaining weeks 
before Congress adjourns for the 2007 elections.

We urge Congress to pass in the time remaining the bills on anti-red tape, anti-terrorism, 
Clark SEZ, the credit information bureau, lending companies regulation, PERA, pre-need 
plan code, renewable energy and VOIP.

And, of course, we encourage  Congress to pass the annual budget.

January 16, 2007 

Member:  Chamber of Commerce of the United States (COCUSA) · Asia-Pacific Council of American Chambers (APCAC) 

Corinthian Plaza, 2
nd

 Floor, Paseo de Roxas, Makati City, Philippines  P.O. Box 2562, CPO Makati 1229, Philippines 

Telephone: 818-7911 · Fax: 811-3081 · E-mail: amchamrp@mozcom.com
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First American Chamber
of Commerce in Asia

THE AMERICAN CHAMBER OF COMMERCE OF THE PHILIPPINES, INC. 

  (Website: http://www.amchamphilippines.com)

AMCHAM STATEMENT

ON NATIONAL POLICY FOR TOURISM 

The American Chamber of Commerce of the Philippines urges Congress

to expedite passage of Senate Bill 2138, creating a National Policy for Tourism to 

boost tourism and attract more investment in the industry. 

The bill seeks to encourage investment in new resorts, hotels and other 

tourism enterprises through income tax holidays and efficient governance to

create world-class establishments in the Philippines, making the country a

premiere destination in Asia. 

The American Chamber supports the early enactment of this measure as it 

will add to the future economic growth of the Philippines and create

employment opportunities for large numbers of Filipinos. 

February 6, 2007

Member:  Chamber of Commerce of the United States (COCUSA) · Asia-Pacific Council of American Chambers (APCAC)

Corinthian Plaza, 2
nd

 Floor, Paseo de Roxas, Makati City, Philippines  P.O. Box 2562, CPO Makati 1229, Philippines

Telephone: 818-7911 · Fax: 811-3081 · E-mail: amchamrp@mozcom.com



The Foreign Chambers of the Philippines 

________________________________________________________
American Chamber of Commerce of the Phils., Inc.  Australian-New Zealand Chamber of Commerce (Phils.), Inc.

Canadian  Chamber  of  Commerce  of  the Phils., Inc.    European Chamber of  Commerce  of  the  Phils., Inc.
Japanese Chamber of Commerce & Industry of the Phils., Inc.   Korean Chamber of Commerce of the Phils., Inc.

Philippine Association of Multinational Companies Regional Headquarters, Inc. 

CORRECTIVE LEGISLATION FOR CLARK INVESTORS

STALLED IN CONGRESS 

How long does it take to correct a legislative mistake? Will foreign investors close
and leave the Philippines before corrective legislation is passed? Hopefully not, but 
there is a risk, and that risk must be avoided by passing the needed legislation as soon 
as possible.

Following is a chronicle of the issue.

July 29, 2005.  The Philippine Supreme Court ruled that RA 7227 or the “Bases
Conversion and Development Act of 1992” did not explicitly provide incentives for
the Clark Economic Zone, as it did for the Subic Special Economic and Freeport 
Zone.

September 1, 2005. The Solicitor General filed a motion for reconsideration. 

September 5, 2005. The seven members of the Foreign Chambers of the Philippines
wrote President Gloria Macapagal-Arroyo requesting that remedial legislation be
certified as urgent through the LEDAC. 

September 14, 2005.  Two large American locators at Clark in a meeting of the US-
ASEAN Council with President Macapagal-Arroyo at the Plaza Hotel in New York 
raised their concerns. Attending the meeting was House Speaker Jose de Venecia, 
who gave assurance corrective legislation would be passed within a month.

September 19 and 30, 2005. Senate Committee on Government Corporations and 
Public Enterprises jointly with Committee on Ways and Means held hearings on
corrective legislation.

September 2005 onwards. Joint resolutions expressing Congressional support for 
incentives for Clark locators accumulate signatures in Senate and House. 

October 12, 2005. US-ASEAN Business Council President Matthew Daley wrote to 
Finance Secretary Margarito Teves to express concern over the “very negative 
implications for the investment climate” of the Supreme Court decision and stating 
“we cannot underestimate the importance of a speedy and fair resolution of this 
situation.” This letter has gone unanswered. 

Appendix 49



October 26, 2005. AmCham wrote Speaker de Venecia urging passage of corrective 
legislation, because resolutions would not have the force of legislation. 

November 7, 2005. In a meeting with foreign and domestic and business 
associations at the InterContinental Hotel in Makati President Macapagal-Arroyo 
instructed DTI Secretary Peter Favila to extend PEZA incentives to investors at Clark 
as an interim step pending passage of corrective legislation.

December 6, 2005. House Ways and Means Committee reported out House Bills 
4900 and 4901 which correct the situation cited in the Supreme Court decision by 
extending fiscal incentives to Clark SEZ investors on the same basis as investors at 
the Subic SEZ and granting a tax amnesty to existing locators. 

February 3, 2006. President Macapagal-Arroyo certified HB 4900 and 4901 as 
urgent.

February 9, 2006. AmCham wrote Speaker de Venecia noting the presidential 
certification and stating appreciation for “immediate action on these bills.”  

March 2, 2006. The Foreign Chambers of Commerce in a meeting with Executive 
Secretary Eduardo Ermita, attended by DTI Secretary Favila, DOF Secretary Teves 
and others, urged passage of corrective legislation. Secretary Favila noted that a draft 
proclamation was on the desk of the president for signature. 

March 10, 2006.  President Macapagal-Arroyo signed Proclamation 1035 extending 
PEZA incentives to locators at Clark. 

March 30, 2006. AmCham wrote letter to Speaker de Venecia expressing 
appreciation for his assurance HB 4900 and 4901 will be passed before the Easter 
Recess.

April 6, 2006. House goes into recess. Bills not passed. 

May 15, 2006. House scheduled to resume its session. 

In addition to the above, the administrator of the Clark SEZ and Clark Investors and 
Locators Association have often expressed their concerns to the media, in 
Congressional hearings and otherwise about the need to correct the legislative 
deficiency ruled on by the Supreme Court. 

There is much talk these days about amending the Constitution to liberalize 
restrictions on foreign investment. While this is an important reform, we urge that the 
concerns of existing investors, such as those who currently employ thousands of 
Filipinos at Clark, also need urgent attention. 

We strongly recommend that the House of Representatives pass HB 4900 and 4901 as 
soon as it resumes session, that the Senate do the same soon after and that third 
reading (final passage) be finished before the next recess begins on June 10, 2006. 

Appendix 49



Otherwise, nearly a year will have passed since the Supreme Court decision without 
passage of corrective legislation and what would happen should the Supreme Court 
makes it July 2005 ruling final. Then the risk to existing investors would become real 
and could lead to closures, loss of jobs and would have a very negative impact on the 
country’s investment image at a time when foreign investment is rising. 

RICK M. SANTOS                                     RICHARD BARCLAY

                  President                                 President 
 American Chamber of Commerce       Australian-New Zealand Chamber of
         of the Philippines, Inc.                              Commerce of the Philippines, Inc.

STEWART HALL                          EMILIO VICENS

                   President         President 
   Canadian Chamber of Commerce         European Chamber of Commerce
               of the Philippines, Inc.                         of  the Philippines, Inc.

SHINSUKE IKE                                     HONG WOO-HYUN

                    President         President 
    Japanese Chamber of Commerce         Korean Chamber of Commerce
   & Industry of the Philippines, Inc.            of  the Philippines, Inc.

   SHAMEEM QURASHI

                              President 
                                     Philippine Association of Multinational Companies
                                                       Regional Headquarters, Inc. 

May 8, 2006 
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JOINT FOREIGN CHAMBERS STATEMENT ON MINING

The Joint Foreign Chambers (JFC) applauds the Government’s response
to support the development of the mining industry.

Globally, mining is a major business, bringing wealth to countries as
diverse as Australia, Canada, Brazil and South Africa. Over the past four years
US$6.7 billion has been poured into investment. Here in the Philippines can be
part of this success story and given the richness of its resources, a major player.
Mining can be a major job creator and a developer of communities in some of
the poorest areas of the country. It can also pay the government royalties that
can be used for programs that enhance the country’s economic and social
development.

Responsible mining, which we support, takes care of both the
environment and the local community, particularly the indigenous people.

In the last 18 months, Foreign Direct Investment into the Philippines has
been rising. Last year of the US$1.8 billion in foreign investment registered with
the BOI, US$140 million was in mining. And this could just be the beginning of
substantial inflows and job creation. The JFC fully supports President Gloria
Macapagal-Arroyo in her efforts to develop mining. So it is with some concern
that recent events have the potential not just to halt mining revitalization but
send it into reverse.

On Rapu Rapu Island, two incidents involving spills occurred which the
Mining Company, promptly responded to. The company reported the incidents
and took remedial steps agreed to with the Mines and Geo-sciences Bureau
(MGB). It has complied with all requirements and is now ready to commence
operations. We believe it should be allowed to do so; otherwise a negative
signal to the international mining industry could result in a serious loss of
investor interest.

The recommendations made by the Rapu Rapu Fact Finding
Commission headed by Bishop Arturo Bastes of Sorsogon call for the closure of
the mine and a review of the country’s mining law. However, both the
Government and the mining company concerned acted and responded
responsibly. Now it is very important that mining operations be allowed to
continue under the guidelines of DENR.

The Philippine mining laws and regulations are comparable to and as
strong as those of developed countries such as Australia, Canada and the U.S.,
as recently confirmed by a comparative study of the mining laws of these
developed countries that have benefited from mining within a regulatory
environment.

The Foreign Chambers of the Philippines

American Chamber of Commerce of the Phils., Inc. � Australian-New Zealand Chamber of Commerce (Phils.), Inc.
Canadian  Chamber  of  Commerce  of  the Phils.,  Inc. �  European Chamber of  Commerce  of  the  Phils., Inc.
Japanese Chamber of Commerce & Industry of the Phils., Inc. �  Korean Chamber of Commerce of the Phils., Inc.

Philippine Association of Multinational Companies Regional Headquarters, Inc.
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Strengthening the law is not required. The problem in this area as in so
many others is enforcement. If mining laws are implemented and enforced, this
will more than ensure that mining is done responsibly and with the least
environmental damage. The solution to attaining the promise of the benefits of
mining is not the law but its full implementation.

We support Government policy on developing a responsible mining
industry and urge Government to continue to provide an environment in which
local and international business and mining communities can confidently work. If
this is done, benefits to the Filipino people cannot be over-emphasized. The
mining sector can be a major contributor to future economic growth for the
Philippines by providing skilled jobs in rural communities and significant revenue
to the Government.

RICK M. SANTOS MICHAEL TEMPLETON

                  President           Vice - President

The American Chamber of Commerce                  Australian-New Zealand Chamber of

          of the Philippines, Inc.            Commerce of the Philippines, Inc.

 STEWART HALL TERTIUS VERMEULEN

              President         Vice - President

Canadian Chamber of Commerce           European Chamber of Commerce

      of the Philippines, Inc.                  of the Philippines, Inc.

SHINSUKE IKE WOO HYUN HONG

       President             President

    The Japanese Chamber of Commerce             Korean Chamber of Commerce

      & Industry of the Philippines, Inc.                   of the Philippines, Inc.

SHAMEEM QURASHI

            President

        Philippine Association of Multinational Companies

                                                       Regional Headquarters, Inc.

May 30, 2006
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The Foreign Chambers of the Philippines 

Statement on the 

Proposed Senate Ways and Means Committee Reported Bill 

On Rationalization of Fiscal Incentives 

Entitled “The Consolidated Investments and Incentives Code of the Philippines” 

The Joint Foreign Chambers have supported the proposed Rationalization of 
Fiscal Incentives legislation for several years, including (with some exceptions) H. B. 
No 3295 approved by the House on January 18, 2005.  Because there are many 
incentives contained in many laws and administered by many incentive-awarding 
bodies, rationalization is a necessary reform. 

For many years the Department of Finance and the Department of Trade and 
Industry have disagreed over how fiscal incentives are awarded to new investment 
projects.  Greater consensus within the Executive Branch seems to us an important 
goal, and we encourage closer coordination.  The Government must assure that 
generous incentives are not granted to projects that will happen without incentives. 
Equally important, the Government should grant incentives to investment projects 
which would otherwise go to competing countries which offer more attractive 
incentives and more favorable business conditions.  Also, the Government should have 
the authority to grant incentives to projects in priority industries in accordance with 
widely agreed-upon national industrial policy, for example, baseload power plants and 
other large capital-intensive infrastructure projects, foreign-tourist oriented resort 
projects and foreign-retiree and medical facilities, export of goods and IT and other 
services, and projects in less-developed regions. 

The Philippine Government should have sufficient authority to be flexible in 
competition with other countries to attract "strategic" investment projects. Such 
authority should be as good as current best practice in Asia and include generous fiscal 
incentives, training deductions, provision of infrastructure and the like, but always 
given only if needed for the investment project to be realized. 

Much attention has recently been given to a report prepared by several 
economists at the University of the Philippines and Ateneo entitled “The Case of the 
Missing Tax Revenues.”  Known as the Reside Report as its principal author Dr. 
Renato Reside, its analysis suggests the deteriorating condition of Philippine 
infrastructure and education has been caused by an excess awarding of fiscal 
incentives. While we are not in the position to know the extent to which incentives 
awarded by the BOI and other agencies are properly awarded, we believe the main 
reasons for the problems of infrastructure and education are the high population growth 
rate, "leakages" in revenue collection and corruption in government spending. 
Although our membership includes all large foreign investors in the Philippines, the 
Joint Foreign Chambers were not consulted by the economists who prepared the 
Reside Report. 

American Chamber of Commerce of the Phils., Inc. Australian-New Zealand Chamber of Commerce (Phils.), Inc. 
Canadian  Chamber  of  Commerce  of  the Phils.,  Inc.    European Chamber of  Commerce  of  the  Phils., Inc. 
Japanese Chamber of Commerce & Industry of the Phils., Inc.   Korean Chamber of Commerce of the Phils., Inc. 

Philippine Association of Multinational Companies Regional Headquarters, Inc. 

Appendix 51



Appendix 51



Appendix 52



Appendix 52



Appendix 52



Appendix 53



Appendix 54



Appendix 54



Appendix 54



Appendix 55



Appendix 55



Appendix 55



Appendix 56






