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NE:W RETAIL TRADE 
LIBERALIZATION ACT OF 2'000 

1:00 - 5:00 p.m. * April 7, 2000 
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s. 1'10.153 
H. 1'10.7602 

~epublit of tbe ~bilippines 

(tongre~~ of tbe ~bilippine~ 
:metro :manila 

Begun and held in Metro Manila, on Monday, the twc:nty-sOOh 

day of My, nineteen InmdJ:ed and ninety-nine. 

( ~ .... 

• 

[REPUBLIC Acr No. 8t152 ] 

, AN AcrLIBERALIZING TIlE RETAil.. TRADE BUSINESS, 

l~PEALING FOR THE PURPOSE REPUBLIC ACf 

It-iO. 1180, AS AMENDED, ,f.ND FOR OTHER 

PURPOSES 

Be it enacted by the Senate and House of Representatives 

of the Philippines in Congress assembled: 

SECTION 1. Title. - This Act shall be known as the "Retail 

Trade LiiberalizationAct of 2000." 

SEC. 2. Declaration of PoliC)'. - It is the policy of the State 

to prOJlllote consumer welfare in attracting, promoting and 

welcoming productive investments that will bring down prices 

for the Filipino consumer, create more jobs, promote tourism, 

assist .;mall manufacturers, stimulate economic growth and 

.' 



ilOil , 

dil 
2 

'.' 

•• 

.. I 

iii. 

ill! 

iii. 

iii 

enable Philippine goods and services to become globally competi­
tive through thle liberalization of the retail trade sector. 

Pursuant to this policy, the Philippine retail industry is hereby 
liberalized to elncourage Filipino and foreign investors to forge an 
efficient and c:ompetitive retail trade sector in the interest of 
empowering the Filipino consumer through lower prices, higher 
quality goods, better services and wider choices. 

SEC. 3. Definition. - As used in this Act: 

(1) "Retail Trade" shall mean any act, occupation or calling 
of habitually sielling direct to the general public merchandise, 
commodities or goods for consumption, but the restrictions of 
this law shallll,ot apply to the following: 

(a) Sales by a manufacturer, processor, laborer, or worker, to 
the general public the products manufactured, processed or 
produced by bim if his capital does not exceed One hundred 
~ousand pesos (P 100,000.00); , ,-

(b) Sales by a farmer or agriculturist selling the products of 
his farm; 

(c) Sales in restaurant operations by a hotel owner or 
inn-keeper irre:spective of the amount of capital: Provided, That 
the restaurant is incidental to the hotel business; and 

(d) Sales which are limited only to products manufactured, 
processed or assembled by a manufacturer through a single 
outlet, irrespective of capitalization. 

(2) "High-end or luxury goods" shall refer to goods which 
are not neCeS!iary for life maintenance and whose demand is 
generated in luge part by the higher income groups. Luxury 
goods shall include, but are not limited to, products such as: 
jewelry, braneled or designer clothing and footwear, wearing 
apparel, leisure and sporting goods, electronics and other 
personal effec1:S. 

Sec. 4. TI"eatment of Natural-Born Citizen Who Has Lost His 
Philippine Citizenship. - A natural-born citizen ofthe Philippines 
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who has 101lt his Philippine citizenship but who resides in the 
Philippines sha11 be granted the same rights as Filipino citizens for 
purposes of' this Act. 

SEC. :So Foreign Equity Participation. - Foreign-owned 
partnershilPs, associations and corporations formed and 
organized under the laws of the Philippines may, upon 
registration with the Securities and Exchange Commission (SEC) 
and the Department of Trade and Industry (DTI), or in case of 
foreign-owned single proprietorships, with the DTI, engage or 
invest in the retail trade business, subject to the following 
categories: _ 

Category A - Enterprises with paid-up capital of the 
equivalent in Philippine Pesos of less than Two million five 
hundred th()usand US dollars (USS2,500,OOO.00) shall be reserved 
exclusively for Filipino citizens and corporations wholly owned 
by Filipino citizens. 

Category B - Enterprises with a minimum paid-up capital of 

3 

the equivalent in Philippine Pesos of Two million five hundred, 
thousand US dollars (USS2,500,OOO.00) but less than Seven; . . 
million five hundred thousand US dollars (USS7,500,OOO.00) may-/ 
be wholly 4)wned by foreigners except for the first two (2) years 
after the effectivity of this Act wherein foreign participation shall 
be limited Ito not more than sixty percent (60%) of total equity. 

Category C - Enterprises with a paid-up capital 'of the 
equivalent in Philippine Pesos of Seven million five hundred 
thousand US dollars (USS7,500,OOO.00) or more may be wholly 
owned by foreigners: Provided, however, That in no case shall 
the investj;eQ,ts for establishing a store in Categories Band C be 
Ie .. than" t e equivalent in Philippine Pesos of Eight hundred 
thirty thouund US dollars (USS830,OOO.00). 

-7~/~a=~~;~ D-~E~~~;ris~~i;ii~i;g'in--fiIg~~lfcN>l:'~ry 
products ,,(jth aCpaid-uD c~itai-Of the equivalent in Philippine 
Pelos ofT'Wo hundr:t#rtYthousand US dollars (USS250,OOO.00) 
per store may be wholly oWJ!.c.d.hy-f-or.ei·gner-s __________ ",--
.~--------------'".,... 

The foreign investor shall be required to maintain in the 
Philippines the full amount of the prescribed minimum capital, 

r 
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unless the foreign investor has notified the SEC and the DTI of its 
intention t,o repatriate its capital and cease operations in the 
Philippines. The actual use in Philippine operations of the 
inwardly remitted minimum capital requirement shal1 be monitored 
by the SEC. 

Failulre to maintain the full amount of the prescribed 
minimum capital prior to notification of the SEC and the DTI, shall 
subject the foreign investor to penalties or restrictions on any 
future trading activitieslbusiness in the Philippines~ 

Forei;gn retail stores shall secure a certification from the 
Bangko Sentral ng Pilipinas (BSP) and the DTI, which will verify 
or confirm inward remittance of the minimum 'required capital 
investment 

SEC. 6. Foreign Investors Acquiring Shares 0/ Stock 0/ 
Local Rewilers. - Foreign investors acquiring shares from· 

. existing retail stores whether or not publicly listed whose net ' 
worth is ill excess of the peso equivalent of Two million five. 
hundred thousand US dollars (USS2,SOO,OOO.00) may purchase' 
only up to ~l maximum of sixty percent (60%) of the equity thereot 
within the first two (2) years from the effectivity of this Act and 
thereafter, they may acquire the remaining percentage consistent 
with the aillowable foreign participation as herein provided. 

v:;:. SEC. '1. Public Offering 0/ Shares 0/ Stock . • All ret~il trade 
enterpriser. under Categories Band C in which foreign ownership 

. exceeds eil~hty percent (SO%) of equity shall offer a minimum of 
thirty perc.ent (30%) of their equity to the public through any 

.. stock exchange in the Philippines within eight (S) years from their 
start of operations. 

SEC. S. Qualifications 0/ Foreign Retailers . • No foreign 
retailer I.hall be allowed to engage in retail trade in the 
Philippine:s unless all the following qualifications arc met: 

(a) A minimum of Two hundred million US dollars 
(USS200,ClOO,OOO.OO) net worth in its parent corporation for 
Categories Band C, and Fifty million US dollars (USSSO,OOO,OOO.OO) 
net worth :in its parent corporation for Category D; 

( 
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(b) Fi've (5) retailing branches or franchises in operation 

anywhere around the world unless such retailer has at least one 

(1) store cllpitalized at a minimum of Twenty-five million US 

dollars (US~;25,OOO,OOO.OO)i 

(c) Five (5)- year track record in retailing; and 

'/ (d) Qinly nationals from, or· juridical entities formed or 

incorporat,ed in countries which allow the entry of Filipino 

retailers shall be allowed to engage in retail trade in the 

Philippine!l. 
.'

 

. . 

/ The DTI is hereby authorized to pre-qualify all foreign 

~ retailers, ilubject to the provisions of this Act, before they arc 

allowed tel conduct business in the Philippines. ' 

/,/ 

The DTI shall keep a record of qualified foreign retailers who 

may, upon compliance with law, establish retail stores in the 

Philippin,es. It shall ensure that the parent retail trading 

company of the 'foreign investor complies with the qualifications .' 

on capitallization and track record prescribed in this section . 
• 

The Inter-Agency Committee on Tariff and Related Matter's 

~ the National Economic Developmen~thority (NED A) Board 

,/ ~~,all fonnulate and regularly update a ~f foreign retailers of 

high-end or lUXUry goods and render an annual report on the same 

to Congress. ! 

h ' SEC. 9. Pr~m~tion ofLOCa~/Y Manufactured Products:~ For 

ten (10) years after the effectivity of this Act thirty 

percent 30%) of the aggregate cost of the ock invento 

~ oreign retailer lling under Catego~ies B a . ~~oien per enr 

/'/ %} for Category D shall be made In the PhlhpplDes. 

liIi //('// 

i 

SEC. 10. Prohibited Activities' of Qualified FO+ign 

Retaile,.,. - Qualified foreign retailers shall not be allOWEd to 

engage in certain retailing activities outside their accredited 

storca through the use of mobile or rolling stores or carts, t~e use 
,J' 

. of salell representatives, door-to-door selling, restaurants and 

sari-sari stores and such other similar retailing actitities: 

PrOVided, That a detailed list of prohibited activitiesl shall 

.hereaft,:r be formulated by the DTI. I 

I 
i 
i 

I 
I 
I , 
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SEC. II. Implementing Agency; Rules and Regulations. -
e monitoring and regulation of foreign sole proprietorships, 

partnerships, associations, or corporations allowed to engage in 
retail trllde shall be the responsibility of the DTI. This shall 
include Iresolution of conflicts. 

Thlc DTl, in coordination with the SEC, the NEDA and the 
BSP sball formulate and issue the implementing rules and 
regulati()ns necessary to implement this Act within ninety (90) 
days aft'~r its approval. , 

SEC. 12. Penalty Clause. - Any person who shall be found 
gUilty of violation of any provision of this Act shall be punished 
by imprisonment of not less than six (6) years and one (1) day but 
not morl~ than eight (8) years, and a fine of not less than One 
million l)esos (P 1,000,000.00) but not more than Twenty million 
pesos (P20,OOO,OOO.00). In the ClSe of associations~ partnershi,ps' 
or corpclfltions, the penalty shall be imposed u~6n its partners, 
presiderllt, directors, manager and other officers responsible for 
the viohltion. Ifthe offender is not a citizen of the Philippines, he 
shall be deported immediately after service of sentence. If the 
Filipino offender is a public officer or employee, he shall, in 
addition to the penalty prescribed herein, suffer dismissal and 
permanent disqualification from public office. 

SEC. 13. Repealing Clause. - Republic Act No. 1180, as. 
amended, is hereby repealed. Republic Act No. 3018, as amended, 
and all o,ther laws, executive orders, rules and regulations or parts 
thereof inconsistent with this Act arc repealed or modified 
IccordiDlgly. 

SEI:. 14. Separability Clause. -Ifany provision of this Act 
shall be held unconstitutional, the other provisions not otherwise 
affected thereby shall remain in force and effect . 

SEC. IS. Effectivity. - This Act .han take effect fifteen (IS) 
days afiter its approval and publication in at least two (2) 
newspapers of general circulation in the Philippines. 

Approved, 
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MJU'U.ICI.. 

President of the Senate 

Tillis Act, which is a consolidation of Senate Bill No. 153 and 
House Bill No. 7602, was finally passed by the Senate and House of 
Represenllatives on February 15,2000. 

~AlARENO 
. ec etary General l,1IS of Representatives 

-1"iEtm~. GACUTAN 
Secretary of th(' Senate 

Approved: 
HAR07_ 

c;;t --.~ 
JOSEPH E. ESTRADA 
Presldenl of the Philippines 

o 
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ELEVENTH CONGRESS OF THE 
OF THE PHtLIPP!NES 

First RegLll.ar Session 
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,COMMITTEE REPORT NO. 41 

."' ....... "'~.'" Ito" ""'. I1In 
April 28, 1999 
... ~ 

Re: S. No. '1:13 
" l ' 

Rec:ommending j,ts approval wi th a~}endments ~, 

Di ssen ting: Senators I'i.ag say s,,,y .. ' J,r., Coseteng .and Legarda-
.. Ii Leviste, 

•• 

iiilli 

ilii 

Sponsor: Sena.tor Osmefla III 

, . 
------------.----------.,...---------------------------~-.----------

~'R. ' PRESIDENT: , 
'The Committee on Trade and Commerce, to which waS'" referred 

s. No. 153, introduced by Senator Osmena III, entitled: 

"AN ACT' LIBERALIZING THE, RETAIL TRADE' BUSINESS, 
REPE:ALING FOR THE PURPOSE REPUBLIC ACT 1 ... 0. 1180, 
AS AMENDED, ANI) FOR eTHER PURPOSES" 

ha!i considereio the same and h,'lS the honor to report it ba<::k to 

'the . Senate with the recommendation that it be approved with the 

following amerldments': 

1-

2. 

3. 

4. 

5 •. 

On page I, -line 2, .replac.e the numf3er "8" to "9"; 

On' page 1. '1 ine 7 ~ <.\fter the comma (,) aftel" the \.;orO 
"conSLtmer", ins(?rt the words "PROMOTE INVESTMENTS"; 

On page 1, lin"'''' 7-8,delete the phrase "stimulate 
ecorlomic growthtt; 

On page 1, line 9, after the comma (,) a'fter the woq:l 
nmanLtfactLlrers". insert the phrase "STIMULATE ECONOMIC 
8RCMTH" ; 

On pagE! 2, line 
star"t of' the 
OPEFtATIONS BY"; 

14, insert the following phrase at the 
sub-paragraph "SALES IN RESTAURANT 

6. On page 2. line 14, insert the word and a hyphen "INN- n 

oefc)re the word "keeper"; 

7. 

, 8. 

On page 2, line '14, delete the phrase "operating a 
res i:auran t" aft,,)" th'-'l I~ord n keeper U ; 

On page 2,-line23, 'delete the comma (,) between the 
words "registration 11 ?nd Uwithll; 
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9. On page 2, line 29, delete the ~~ord "Five" and c'replacI;! 
wi,th '~ONE HUNDRED". 

10.. On page 2, line 29, "delete the figure uFi!5,OOO,ooon anq 
replace w'ith "~.100,O()0,000"; 

11. On page 2, line 30, delete the comma (.) after the worq 
,uc:itizens." and r(?)pia~:;:;.., with th~ word uANDu; . 

.... "'. M" "*I!I.", ....... 'f,.. "'M.~ ........ "'. ..~. ,."'f!I!'...... 1f.~U. "'~,..m • .,. 
n~tural born c::.i tiz~·n:~ of ~he Ph.ilippines u ; 

13. On pagE' ::;:;, lines. 3-9, delete the entire paragraph; 
, 

14. On page ::!:, line 10, repiace the letter "e" after thE! 
word n.Cat.ego~yh ;~-o "Dr:;: 

.1,? 'On page 3, line 10; replace the word "Ten" .. ~th "ONE; 
HUNDRED" ; 

16. On page 3, 1 ino 11, repl ace the figure 
with "1i'100 000 000'" 

7 , . ' 

n~iO;OOO,OOO~' 
'.! 

17. On page 3, between lines 12 and 13, inse,-t p nev+ 
"Cate-gory en as. follows: ~.~' 

"CATEGORY. C' ,.. ENTERPRISES SPECIALIZING IN 
HIGH-END OR LUXURY PRODUCTS illITH A PAID-UP 
CAPITAL OF DNEMILLlON PESOS (121,000,000) PER 
BRANCH MAY. BE OWNED ONE HUNDRED PERCENT 
(iOOr.) BY FOREIGNERS:. PROVIDED, THAT SUCH 
BRANCH IS LOCATED WITHIN SHOPPING CENTERS',: 

18. On, page 3, linE' 13, delete the comma (,) bet.ween ,th~ 
words Uthat". anti "foy,l]; 

19. On page 3. 'line. 16, insert the word "FURTHER" between 
the c:qmma (,I, and "That"; 

20. On page 3, line .16, delete the comma (,) between thi'! 
words lltha-t n and n~five"; 

21. 

22 .. 

On page 3, line 16,. 
'followi"9 phr' a""" 
PHILIPF'INESu~ 

after the word "That", inser~ 
"FOREIGN RETAILERS ENTEi';ING 

thl? 
THE 

On page 3, line ;1.0, delete the word and 
(5)" and replace with the word and figl,lre 

figure "five 
"TWO (2)"; 

23. On page 3, :ine '17, delete the words and figure "one 
hundred p'er.cent (100,0" and insert the following "SHALl­
BE. ALLOivE:D NOT l'IORE THAN· 81 XTY PERCENT (60Y.)"; 

24.. On page .:\.. l"ine." i7!1o before the word, uequi ty U 1. dElete 
the word II forei.gt'\ 5t ; 

25. On page 
'allowed" ; 

ii:,e 18, delete the be 
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26. pn page 3, lin.,s'19--22, delete 'the ,-est of the sub­
par-agr-aph" with a minim'Llm paid-LIp capital of Five 

'million pesos (~5,OOO,OOO): Provided,If Thai:. foreign 
investor-s in Categ,,"'y B enter-pr-ises shall not bi;1 
allowed ,options to buy any parct of its local par-tner-'s 
• .., .. iIt ••• ff """fill ... fIf ..... 1!If ",!!Pt."" It • .,. ""...,.."''"" ........ "',." ",,,'f If 

.." . 
28.· 

29. 

30. 

On page, 4, line 
the 'following' 
INDUSTf;:Y" ; . 

'2~ after the acronym 
"AND THE DEPARTMENT 

n (SSP) U insert 
Of TRi~DE ANP 

On pagE' 4, 1ine55-9, delete the entire parcagraph; 

On pagE' 4, line 13, delete the apostrophe (') in the 
word ult. .. s U ; 

31. On page 4, 1 ine 16, before the word "may" inser'!: th", 
words "OR MORE"; 

On, page 4, 
less than" 
OF" ~ 

line 16, delete the words 
andrepl,ace with "WITH A 

1)7"-

"capitall.zed 'at 
PAID-UP /' CAPITAL 

~!» ' 

• 
33. On page 4, line,.\.7, delete the word "situated" and 

,replace with "ESTABLISHED"; 

34. On page 4, line, 19, delE,te the word "but" and r-eplace 
with "AND IN"; 

35. On p<1ge 4, line ;20, dt}lete the words "arce included" and 
replace' withi'AND IN THE PROVINCES OF CAVITE, LAGUNA; 
RIZAL AND BULACAN"; 

36. 

" 

On page 4, lin~ 20, replace the period (.) 
colon (:) ,and insert ,the follm'ling "PROVJDED, 
THAT"; 

with a 
HOWEVER. 

37. On page 4, line 20, changr" the capital letter "F" in 
HForeign u ' to ,small let.tst- ltflt; 

38 •. " On page. 4-, line 21, dele"te the words "National Capital 
Region" and replace with "AFOREMENTIONED AREi;S"; 

39. On page 4, ,l'ir.", 22, after the word "the" insert the 
words "SECRETARY OF THE"; 

40. On page 5, lines 9-:2'::', delete the ,entire Section 6, 
Renumber ,the sLlcceetiing sections accordingly; 

41. On page 6, line 2, after the ,word "selling" insert. the 
phrase "AND, SUCH OTHCR SIMILAR RETAILING ACTIVITIES"; 

42. On page 6, line '13, delete the word "Act"; and 



liiil ette. Rpt. No. 41 

/ 

... 

I. 

4 

43. On page 7, line~; i"sert the ,~ord "THEREBY" 

',betw'eet""1 the words "affected n and IIshall u. 

Respectfully submitted~ 

dissent . 
(5gd") RAMON B. MA6SAYSAY. JR. 

Chairman 
Committee on Trade and CommeFce 

VICE CHAIRMEN: , 
- dissent 

(8gd.) ANNA DO~INIQUE M.L. C08ETENG 
with amendments; 

. (8go.) ROBERT 5. JAWORSrr 

(8gd.) SERGIO R. OSMENA III 

M E M B E R S:' 
, 11-

- with reservations 

(Sgd.) RODOLFO G. BlAZON (5gd.) JUAN M. FLAVIER , 
- with amendments, ~ ... 

\ (5gd.) RENATO L. "COMPA .. ERO" CAYETANO 

wi th amemdments 
(Sgd.) VIC~,nE C.SOTTO III 

dissent due to inappropra­
tion of ti«tl..og 

(5gd.) LOREN LEGARPA-LEVISTE 

EX-OFFICIO MEMBERS: 

- with reservations & amendments 
(Sgd.) BLAS F. OPLE 

President Pro-Tempore 

(8gd.) FRANKLIN M. DRILON 
Majority Leader 

HONORABLE MARCELO B. FERNAN 
President of the Senate 
Pasay City, 

agl/aar 

, - with r~vations & a~endments 
(Sgd.) TEOFI5TO T. GUINGONA, JR. 

Minority .Leader • 
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.. " .. Introduced ·by SenatorOsmena III .' .. 
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'AN ACT 

.. ' 'LIBERALI2;ING . TEE RETAIL 'millE BUSINESS. R.."PEALIl1G FOR-THE 

PUP.POSE REPUBLIC ACT NO. 1180, P.S 1111ENDED, lllID. FOR OTHER 

.. PUP.POSES· 

. . '-
Be' 1t· enacted by -the Senate lll1:d House of Representllt,lve8 of 

t11e Pl:lllippl11eB i:tl COflr:;?'eBB aBBembled: 'J~ 

~I __ ···r •.... 

.iiI 

_III 

1 SECTION 1. Tir..Ze. _. This Act shall be· known . liB the·' 

.. ';'" 

2 ·· .. Rtiti'iil ~r.rade Liber'alization Act of 1998.~' 

3 'SEC. ,·,2. J)ecllU'atiofl of Policy. - 1t.1f3 the policy· 'of 

4 the State' to attract, promote and welcome :from domestic and 

5' -foreign individuals, associations, and -

.",. "6, .(;or-P01:'e:tiona pr'oductlve investments that will bring ·do,,-"ll 

Y.. . prices 'for the l",1.1ipino conSUl!ler, stimulate economic 

"·8.- -gr.QWth, 'create more jobs, promote tourifllll, liBsist· BIlI8.l1 

.,9· . JllB.,.'1.ufactur-ers, and enable Philippine goods and services . to 

10 ":. ,become globally competitive through the liberalization of 

_11 ... the retail trade sector. 

_.12 .. Pursuant to this polic¥, the Philippine r-etail industry 

13 is hereby liberalized to encour-age Filipino and foreign'~ 

14·· investox's to :forge an efficient and competitive retail trade 

15 Bector in the interezt of empowering the Filipino con~amer 

, IS, ,through lower prices, higher quality goods, better Bervl'ces 

. 17 - and wider choices. 

.18 SEG. 3. ])efinition. - As used in . this Act, "retail 

19 trade" shall mean any act, occupa'i;ion or calling o:f 

20 habituallY selling merchandise. commodities ·or 'goods in 

.21 small quantities: d.1.rectl1t to the ulti.mate consumer for 

..•. -.. ,~ ' . 

JJ.-' 
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:1 personal or household consumptio"n, excluq,ing the 
.1iI 2 to which -the reBtrictio1'l~ o:f this law shall not apply: 

3 {a)" Sales by a manu£acturer~ processor, or-
.iI •• to ' the gen~ral public the products 

5 PT"Qcessed. o:~ produced· by :hJm :Lf hie c,apit .. al does not exceed 
II" 6 One. hundred ·t.hous,end ;?eSO!3 C~100:1 000) ; 

" 

7 {b). &lles selling the 
8 products of· his farm; 

S (c) 

10 user-a or con~um~rs who use the pro~uct8 
11 by them. to render' service to the gener·a~ ;. public 
I" "- to produce o:e m{U)u£e.ctp.re goods' which' are 

13 sold by them; 

14.' (d) A·hotel owner or keeper operating 

15 irrespect,i ve of' the amount oIcapital, pr-ovided that the ,. 

16 res·taur-a''lt is incidental to the hotel business; 
~"7 
~. (e) Sales to the by 

18 goverrunen't or :ttB .a:£encleB~ 1ncludmg government owried 
19 controlled corpora:tions. 

20 SEC. 4. .Equity P1'lrtlci:plltio.c?"J .. 

:~1 ftsBocietiioD.f}:I f1:n.d corporations- :not 

22 disqualified 1-,y law, 
'J~ 
~V CO.U1IDission -

24. in ease ,of 

25 single with "the Department of 'l'rade 

26 subject 
27. to the followl.ng C"fltegori(7::8,: ." 
28 

29 than Five. million pesos' (F-5:>QOO:lvOO.) ehe.ll be 

30 .. exclusively for· Filipino c:i:t:i.zens, c-orpor·ations wholly ovmed 
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... by F.11i:p1:no citizens J=md fOJ:mer nat,ural bOl;"n clt·izena o~{ the 

Philippines; Ii. 
Category B - Ent,er-pl"ises .vith· a paid-up capi.tal of at 

mil.11ou pesoe fOl:e:1grl 

equity participat,ion of up to Btxty per~cen't;. (60%): Prov.ided~ 

That former natural born cl.tizens of the Philippines shall 

''''' be qualified (100%) equity 

participation; 

Category C '- Enterpr-tses wi.t.b. a paid-up capital of 'Ten 

.Ii 
million pesos (~10~000~·(00) hu:nd:r·ed 

percent {100%) ov...71'led by "foreigners; 

Provided, That, fa.,,, . purposes ot this Act, the term 
. . -

Filipino citizens shall include former natu~.;;i.l born cit:i.zens 

of :the Philippines. 

I':£YJvlded~ That., f.".ive (5) yef:;:rs after· t~he effec:tlvlt;y, of 

t.hia Act, . ." one (100%) for·eign. equity 

pl'lr·ticipation 811a11 be allowed in ret·ail tl~l.ide enterpr13eB 

with a ·minimum pai.d-uf' capital nf Five mlllion pesos 

B ente:r~pl;"'iBe.s .Bhall :1ot he allowed options to buy any part 

iili 

. in 'Which 'foreign OWll~~;'-;-:""t.1hip exceeds 75% shall offer -0. minimum. 

th:t>ough 

.;~y stock exchange iT,,· the PhilipP1.neg ·within ten (10) years 

foreign 

OWi.'tership between. eJxty DeJ'.:cent ·(60%) find 

·of its e9 .. ui t}l t.o· the pub} i.e R 

J 
,L 



1 

2. 

.... 3 

4 

P 

6 

7. 

8. II. 
9;; 

10 

11 

12 

13 
•• 

14 

15 

16 

wi 17 

18 

19 

20 

21. 

22, 

23 

24 

..- 25 

2B 

2'7 

28 

29 

30 

31 

S .. No .. 153 
- 4 

Foreign invesl;ore. shall secur'e a cer·tificatton from the 

Ban/ilko Sentz-e.:!. n;;r P~ljp~ne.B (ESP), which will verify or 

confirm inward rem:ittance of the minimum r·equj.red capital 

investment. 

For enterprises classified under Categories B tilld C, 

the minimum paid-up capit;al requirement for each branch 

Bituated within shopping centers shall be One million peB~s -
(li!J-,.OOG,~QO) ., and Five million pesos (115:o000,OOO) ---hranches not located within shopping centers_ 

:for--
As cont.rasted against public markets, a shopping center 

.' 

i8 a mod'~rn retail:l.r;.g complex, open or-enclosed"ln' which at 
. . i .. 

. twenty (20)ret,aH establishments are operating . 

-----------------------~-----------~ ~ 
• 

shall lncl par'kirtg lots. The 

Department of Trade and Industry shall be authorized to 

~ ---.--------------~------~~--~--~--approve· shopping. (";enters where foreign rete.:!. 1 branches 

-------~~~~~~~~----~-----------­
capitali:~ed at less thai', One m:l.llion pesos. on', 000, 000) 

./ '--------,-,---.-~---------~----:--be situated; . 
Forelgn retai 1 Rtores /3ha:l.l be efrtablished only ln 

clties but municipalities within the National Capital Region 

arelncluded. Foreign retail stores may be established in 

municlpali.ties outside the National Capital Reglor. 

upon submisslon to the DTI of a board r'esolut:Lon fr·om the 

concerned Banggunieng Bayan requestlng 
~,-----------------> 

retailera' be permitted to conduct bUl3inel3.6 in 

BBYlUl'sJutJ.l not dlijerp lm:inate among f'oy·elgn r~etal1er6 .. 

t@. .5 - Regv .ire1i1~;.nt3 .to.1:' Foreign Retailt~rB. 

forelgn 

their 

retall t:t"ade. in the Philippines:r must have no leGS than:: 

{a) Flft.y-million U~S~ (lollars (US$50,OOO,.OOO) in paid-

up capit;~l in its mo-ther corporation.; 
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(b) F1ve (5) ret,a:Uing br'o.nchee or franch:leea 

million, US dollars r\JS$:?ii.OOO, 000): ann, 

(c) Five (5) year track record in ret,ailing. 

The Department; of Trade and Indus'cry ls hereby 

duthor'1zed to pre-qualify all foreig,,"l ro'c8.11ers be forB the 

are allowed to conduct business in the Philippines. 

SEC .. ,. 
o. Foreign ,JoUlPanies wit;h E;S::isting .F:rymchi<ie 

for-eign franchiso" and a Fllipino fr'anchlsee operating 

store or stores exclus:i vely offering a par'ticular 1 ine c 

product.a or ser'v.ices Bhall be :r~eBP~cted .. Tile '[oreien 

franchisor shall not. be allowed to com:pe'4e against ita loed 

franch:l.see by opening H wholly or partialh' owned store 

selling, the same product line, using 'che same trade name c 

offering t·he sa.me service for a period of ten. (10) year 

from the effec"t,j lTi'cy ofthie Act, unless the locel 

franchi, see agreeR ot . .herwise ~ However, the foreign 

franchisor, subject. "t,o 'the approval of its local frilllenisee 

may acquire up to a maximum of forty percent (;}(l%) in the 

equtty o£ the PhilIppine franchise .. 

}'or l?UrpOBe of ·thi~·;~ Act, franchise shall be defi n.ed a 

a colltract between a forelgn com.pany and a Filipino n.~tional 

1:.0 operate a store or st,ores ut11izing 'the foreIgn company' 

patented p1"Oduct, ,,'<nd/or' serv:lccs or a s'coro or store 

dedicated to a specific brand or line of productfl withlntbe 

Philippines. Dealerships and distribucorships are net 

covel"ed by this Sec'tion. 

&'EC. 7. Ne.g;'lUve L1Bt. Qualified foreign re1;ailer 

:shall not be allowed to engage in oer'cain re"t,ai llr!,:! 

activit.iee such ;';.8 retnili.ng through mobile or rollir.g 

• 'Je; MHh;, . .' '~QJ!.¥,"¥#~a~fuM;~Mi;iiiai!MfiM{#%$j§i4 ,ij£3JJ$.;;2!¥}Qt4"AL)! J!tnM$=M..iiLl~ .SaiL!. J &£1.& MJ& 
,~ 

liJ.l 
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1 .,tores· or carts, multj.-Ievel selling, and door-to-door 

2 . 

3 

4 

selling .. 

The regulation of foreign sole 
5 proprietorships, J;lJ:trtne.l:'ships, associations, or corporations 
6 allowed ,to engage shall be the 
7 responslbility of t;he Department of Trade and Industry. 
8 

9 

The Department. of Trade and Industry, in coordination 

with the Securities and Excharige Commission, the Na.tional 
10 Economic Development Authority, and the Bdngko Se4tral ng 

, shall fo~ulate and issue the implementing rules 
11 Pl1ipinaB 

12 ., and regulations necessary to implement this Act within 
13 I ninety (SO) days after its approval Act. 

14 SECc 9, Penalty Clause. - Any violation of this Ac·c 
115/ shall bI~ punished by imprisonment of no'c less 'chan one (t) 

.CiS year' but not more than five (5) years and by a t'ine of not 
17 .less than One million pesos (ill,GOO,OOO) but noi: mOI'e than 

.18 Ten lD.i ll'ion peeos {~10:. OOO;J 000-) ,_ In the case of 

IS dSBOciatlons, partnel>flhlPB Of:-· corporations, the :Pe:ru;.lty 
20 shall be :i.:mposed upon its partners, preSident, dlrectOl''s. 
21 manager, ana othel" 'Officers responsible for 'che vioI.atlon. 

22 If the offender i$ not a citizen of the Phil;Lppines, he 
23 shall be deported illl1D.ediately af'!;eraervice of eentence .. If 
24 the· Filipino offender·:l.e a public oIfieer or employee. he 
25 ahall. in addition" to the penalty prescribed herej.n, be 

26 dismissed from the public service, perpetually 

27 ,disenfranchised, and perpetUally disqualified from holdlng 

28 ,any public office, 

29 . SEC. 10. Repealing Clause, Republic Act N'O .. 1180 is 

30 . l';lereby r,epealed. All other laws. executive orders. rules 

~1 
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and regulations or parts thereof inconsistent with this Act 
'are repea·.led or modified ·accord.ingly. 

SEC. 11. Sepa.pabl..U ty Clause. - If any provision of 
this Act . shall· be held unconet~tut1Qna •• ., 
provisions not otherwise affected shall remain in force and 
effect. 

SEC. 12. Effectivity. - ThieAct shall t.':\ke effect 
8 fifteen (15) dayS after it8 approval and publication in at 

least two (2) .new3paper8of general circulation in . the / 10 Philippine8 • 

Approv,ed, 

fea/ED/Aug98 

" 
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COMPARATIVE ASSESSMENT BETWEEN THE PHILIPPINES 
AND OTHER COUNTRIES 

INTRODUCTION 

Over the last few years; foreign direct investment has become a major source of financing 
flows to developing countries. In addition to providing capital to the host country, foreign 
investment has also brought the improvement of technological and managerial standards, 
an increase in labor productivity, and better access to export markets. 

A favorable economic performance generally attracts fpreign investment. However, the 
host country's regulations and policies with respect to foreign investment have also been 
cited to be a major determinant of the amount of foreign investment a country actually 
receives. Greater openness makes developing countries, particularly Asian countries, 
more sensitive to external conditions. Despite the slowdown in growth of world trade 
during the 19E30-1970 period, Asia's outward looking developing countries fared rather well 
by taking advantage of expanded trade in manufactures and maintaining international 
competitivene!ss. 

'y-
The Philippines has lagged behind most of its Asian neighboring countries which have 
attained higher rates of. real output growth and export expansion. The trend towards 
market-basecl and export-oriented development strategies has led to liberalization moves 
by various countries not only in Asia but also in Africa and Latin America. Consistent with 
the liberalization trend, the Philippines enacted in 1991 a Foreign Investments Act which 
allowed entry of foreign investors in many sectors of the economy. However, retail trade 
is not among the liberalized sectors. 

In this section, a comparison of the retail trade sector in eight developing and newly 
industrializing countries is made. The purpose of the analysis is not only to highlight the 
relative size of each country's retail trade sector, but also to indicate its degree of 
openness with respect to foreign investment in the said sector. The end-objective of this 
analysis is to compare the status and progress of the Philippine retail trade sector 
vis-a-vis those of Indonesia, Korea, Malaysia, Mexico, Taiwan, Thailand, and Singapore 
and provide an appropriate framework for policy reform for the Philippines using the 
relevant experiences of other countries. 

OVERALL PATTERNS AND TRENDS 

From 1970 until 1990, the average GOP shares of the wholesale and retail sector in each 
of the eight countries remained at relatively high levels with averages during this period 
ranging from 11.8 percent for Malaysia to 26.6 percent for Mexico (see Table 28). The 
GDP shares of countries (such as Thailand and Singapore) that have liberalized their 
retail' trade sector earlier are much higher compared to those in countries that have 
liberalized later (e.g. Korea and Malaysia). 



.. Ii 

•• 

.iI 

.. iii 
, 

iii. ' 

/109 

Table 28 
Comparative Share!; of Wholesale and Retail Sector to Total GOP, 1970-1990 

(In Percent of GOP) 

'1970 1980 1985 1990 

Indonesia 16.4 15.4 14.6 16.1 

Korea 12.7 12.3 12.2 12.6 

Malaysia 12.0 12.1 12.1 11.0 

. Mexico 25.9 28.0 26.7 25.9 

Philippines 11.2 13.2 15.7 15.0 

Singapore 22.5 18.9 17.0 17.5 
"Y'-

Taiwan 13.4" 12.9 13.9 15.5 

Thailand 22.5 21.3 20.9 22.4 

" Refers to 1975. 

Sources: United Nations, National Accounting Statistics: Main Aggregates and 
Detailed Tables, 1990. 

Average 

15.6 

12.4 

11.8 

26.6 

13.8 

18.9 

13.9 

21.7 

Asian Development Bank, Key Indicators of Developing Asian and Pacific Countries, 
1993. 
Pric:e Waterhouse, Doing Business in Taiwan, 1992. 

In terms of the retail sectors value added per worker in 1990, countries with the highest 
levels include Singapore (US$ 74,902) and Thailand (US$ 51,383). Based on 1988 data, 
Taiwan's retail industry posted an even higher value added per worker at US$132,760 
compared to that of Thailand and Singapore. In addition, except for Korea and Thailand 
which posted slightly higher growth rates in private final consumption expenditures (PFCE) 
between the periods 1970 to 1980 and 1980 to 1990, all the other countries' PFCE 
dropped durin!~ the above-mentioned periods (see Table 29). 
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Table 29 
Profile of the Retail Sector in Selected Countries 

1990 

Value 

' . 
... ,-

/110 

Added Per Private Final Consumption 
Expenditures Growth R~te Worker' GDP Growth Rate 

Country (US$) (In Percent) (In Percent) 

Indonesia 

Korea 

Malaysia 

Mexico 

Philippines 

. Singapore 
.) 

. Taiwan 

Thailand 

1970·80 

24,220 7.2 

17,176 8.1 

1,409 7.9 

217 6.6 

1,425 5.9 

74,902 9.0 

132,740" 9.7 

51,383 6.8 

1980·90 1970·80 

5.6 ; '. 24.9 

9.3 6.6 

5.9 14.4 

1.7 24.7 

1.8 4.7 

7.1 7.1 , 
, ji-

7.7 n.a. 

7.8 6.2 

Note: Due to the wide discrepancy between the figures for years 1970 and 1980 in the 
1990 Unjtl~d Nations National Accounts Statistics Report as a result of adjustments 
in statistical methodologies. figures from the 1993 World Development Report were 
used to de, rive the 1970 to 1980 GDP growth rate for Indonesia and Malaysia. The 
rest of the growth rates for period 1970 to 1980 and 1980 to 1990 were computed 
using the United Nations Statistics. 

n.a. not available 
Corresponds to wholesale and retail trade. 
Reflects 1988 figures. 
Retiects 1986 to 1990 growth rate. 

1980·90 

5.6 

8.2 

5.2 

1.6 

3.0 

5.8 

22."" 

6.2 

Sources of Base Data: United Nations, National Accounts Statistics: Main Aggregates and Detailed 
Tables. 1990. 
World Bank. World Development Report. 1993. 
EUROMONITOR, International Marketing Data and Statistics, 1993. 

, . 
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New retail establishments are expected to be established in most of the countries under 
study. Competitive pressures in these countries are compelling existing retailers to widen 
their supply network and upgrade facilities before business rivals decide to operate in the 
same area. Local retailers are expected to focus on providing service to a larger audience 
across a wider geographical area and catering to lower and middle income groups. On 
the other hand., foreign retailers are targeting the upper income segments of the market. 
These oevelopments in the retail trade sector will result in an increasingly competitive 
environment. Price competition between outlets is likely to become more keen. An 
oversupply of certain outlets will exist for a given period until retailers adjust to the 
changing environment and adopt marketing strategies aimed at positioning. Foreign 
retailers and new entrants would pioneer redirecting strategies towards market niching 
and away from the traditional (etailing strategy of price competition. 

:; - Two market segments in the retailing sector will eventually emerge: large local retailers 
that will adopt a strategy to attain economies of scale, and foreign stores (some with 
local partners) that will aim for market prominence and long-term profitability, by targeting 
the upscale market in these countries. A more specialized and diversified retail trade 

. sector will take shape. 

One-store department stores will expand and transform into chain store outfits using new 
management techniques, New technologies involving point of sale (POS) information 
systems and barcoding will grow at a faster rate. In some countries (e.g. Malaysia, 
Thailand, Indonesia, and the Philippines) retail trade developments such as the growth of 
the supermarket industry have initiated the modemization efforts which started the trend 
of getting people to buy their fruits, vegetables, and most supplies'from the supermarkets 
rather than at public markets or sidewalk vendors. In the mature stage of retail trade 
sector development, strategic alliances between local retailers and foreign investors 
would become a reasonable survival strategy. Training programs aimed at maximizing 
employees' potential capabilities and effiCiency will be encouraged by the retailer groups. 
In addition, convenience stores will proliferate. 

POLICIES OF HOST GOVERNMENTS ON FOREIGN INVESTMENT IN RETAIL TRADE 

Policy makers in developing countries have passed through periods of changing attitudes 
towards allowing foreign investment, in general, and foreign investment in retail trade, in 
particular. This is partly explained by a widespread ambivalence - a positive interest in 
its potential role in development and a negative view of foreign control over the local 
economy. However, during the 1980s, a widespread shift towards a generally more 
positive attitude occurred. The global debt crisis led many countries to ease their 
restrictions on foreign investments and put increased emphaSis on market-basedlrade, 
investment, and export policies. One particular trend that has been evident over the last 
two decades is the decline in the incidence of expropriation. Although expropriation has 
thus waned as a problem for investors, host countries have adopted diverse restrictions 
in an effort to influence the inflow of foreign investment in the retail trade sector. These 
policy components are described below in summary form for the Philippines vis-a-vis the 
other seven selected host countries (see Table 30). 
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Incentives 

I 
Liberalization 

Prospective 
Liberalization 

Tradato GOP 
(Constant Price.), 

Added of RetalV 
Wholesale Trade 

1970 to 1990 

Table 30 
Comparative Experiences of Selected Countries 

Regarding Foreign Participation In Retan Distribution ActivUlas 
1993 1112 

trade not permitted as of 
1993. Wholesale activities 
permitted with some 
restrictions. 

investment in i 
Franchising operations 
expanding rapidly. 

i i 
compEltitiv8 position vis­
a-vis clther nations. 

i 
investment in II 
operations. Many indirect 
alliances between 

I ~~~:~;::I~~~~~and foreign 
I ;r,vest"" and operators. 

15.6% 

16.8% 

was US$65 million, 
million of which were 
by US firms. Franchised 
fast food operations 
becoming popular. 

12.4% 

8.7% 

11.8% 

10.1% 

investments 
encouraged. No 
impediments to foreign 
capital in retail, wholesale 
trade . 

j i 

I anticipates adoption of 
NAFTA. 

I 

Motors have major auto 
operations; since 19805 
Pepsi Cola, McDonald's 
and Pizza Hut places 
abound. Wal-Mart 
entered last year. Foreign 
investments rose five fold 
in past few years, as result 
of retum of flight capital 

26.6% 

13.2% 
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Liberalization 

Investment 

• iII 

RetalUWholesale 
Trade to GOP 

(Constant Prices), 

Added of RetalV 
Wholesale Trade 

,iIII 1970 to 1990 

Table 30 (Cont'd.) 
Comparative Experience. of Selected Countrle. 

Regarding Foreign Participation In Retail Distribution Actlvltle. 
1993 

1991 do"s not permit 
foreign investment in retal! 
trade. incentives. 

I 

franchising operations. 

projects classified as 
export~oriented or 
tourism-miented. 

contemplated. 

of foreign retailers with 
decreas.~d sales of local 
retailers. 

operations. 

13.8% 

3.7% 

I I new 
investors is 51 percent 
local ownership in retall 
operations. Exceptions 
occur - TOYS·R·US 
owns 50 percent of a 3-
store operation. 

I distributici ,ncompanies, 
spociallty department 

and Japanese 
general department stores . 

18.9% 

6.8% 

I dl,stn,butlon operations 
to foreigners since 

1986. 

I 

large scale 
I 0I'SII10"S in Taipei. US 

lepresented on small 

I cc,m[,ar,iil's represented in 
stores. US 

TOYS·R·LIS has 3 

14.4% 

20.6% 
(1988 to 1992) 

/113 

1966. Otho .. etail 
foreign investors should be 
minority owners. Locally 
produced foodstuffs can 
not be sold in Thailand by 
foreign company. 

limited to 49 percent 
large capital investment 
required, or high 
technology imported 
Trade Free Zones allow 
100 percent foreign equity 

InajJsl,nall projects. None 
for retail operations. 

store glut, as a result of 
I rapid industrial economic 
growth. Japanese stores 
continue to expand . 

I ~:~~,~~:~~~e:sttores and 
supermarkets. 

21.8% 

7.2% 
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Table 31 shows the various rules governing foreign participation in liberalized areas in 
these countries. 

Table 31 
Rules Governing 1 00 Percent Foreign Equity Participation in Liberalized Areas 

of Economies of Eight Selected Countries 

Rules 

Capital 
Requirements 

" 

Divestment 
Rules 

Floor Space 
Restriction in 
Retail Trade 

Access to 
Capital Markets 

1993 

Indonesia Korea 

A project must have None 
a paid·up capital of 
at least US$450 million 

In the first five None 
years of commercial 
operation, 5% equity 
may be offered to 
local partners; after 
15 years, it should be 
increased to 20 %. 

None Not to exceed 
2,000 sq.m. 

None None 

Malaysia 

At least $50 million 
(Malaysian) in fixed 
asset investment 
(excluding land) 
or in projects that 
generate 50 percent 
or more value added. 
This rule only applies 
to projects exporting 
less than 80 percent 
of their output. 

None 

None 

Foreign investors 
have access to 
local capital 
markets but are 
required to source 
at least 60% of 
local borrowings 
from a domestically 
incorporated bank. 

Mexico 

Initial investment 
in fixed assets 
during pre-<>perat­
ing stage may not 
exceed US$100 
million. For 
IargEfimeStmenls 
invesfars must 
inform the 
authorities. 

None 

None 

An investment 
must consist of 
foreign funds. 
Investment may 
use funds held in. 
Iv1exi:o. Co I f£' ies 
must maintain an 
overall favorable 
foreign exchange 
baIarce rumg the 
first three years 
of operation .. 
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Table 31 (cont.) 
Rules G,)verning 100 Percent Foreign E;:quity Participation in Liberalized Areas 

of Economies of Selected Countries 

Rules 

Capital 
Requirements 

Philippines Singapore 

At least US$500,OOO To avail of 
paid-in capital in 50 percent 
small and medium exemption of 
sized domestic tax on 
enterprises, unless qualifying 
they are involved in profits, a minimum 
advanced technology investment of 
as defined by the US$2miliion is 
Department of Science required in 
and Technology. buildings and 

production 
equipment for 
the establishmenV 
improvement of 
warehousing 
facilities for 
export goods; or 
for providing 
technical and 
engineering 
services wholly 
or mainly to 
non-residents of 
Singapore. 

Divestment RulElS 
Requirements 

None None 

Taiwan Thailand 

The minimum None 
capital 
requirE)ment 
for trading is 
NT$5 million 
and NT$l 
million for 
other businesse~, 

None For large 
projects 
(excluding , 
land and working 
capital) that 
entail over 
1,000 million 
baht, 100% 
foreign owner­
ship is all9wed 
for fIVe years after 
start-up. Thai 
ownership must 
be 51 % after five 
years. 
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Table 31 (cont.) 
Rules Governing 100 Percent Foreign Equity Participation In Liberalized Areas 

of Economies of Selected Countries 

/116 

Rules Philippines Singapore Taiwan Thailand 

Floor Space 
Restriction in, 
Retail Trade 

Access to Capital 
Markets 

Indonesia 

. None 

None 

None None None 

None None None 

Although Indonesia is steadily liberalizing its economy and encouraging private sector 
panicipation, it still does not permit foreign investments in the retail trade sector . 

. Products of forei~ln firms in Indonesia may not even be sold to local retail outlets. In 
1991, the wholesale distribution sector was opened to foreign capital with the condition 
that joint venture partners hold a majority of shares within a prescribed time. 

Korea 

Impediments to retail foreign investment still exist, principally in terms of high import 
tariffs, size of operation (presently 2,000 square meters) and number Qf outlets that can 
be owned by a fOrt3ign firm. These and other restrictions, particularly those imposed on 
large stores that wish to operate in congested areas also affect domestic retail firms. 

Since 1990, the wholesale sector in Korea has been generally open. There are, 
however, some restrictions causing difficulties in penetrating domestic business cartels, 
and overcoming local municipal rules. 

In 1991, the retail business was opened to foreign investors. In particular, foreign 
investment was alll)wed in businesses with not more than ten stores and with each store 
having a space of less than 1,000 square meters. 

As of 1993, restrictions on the size and nature of retail operations were further relaxed to 
permit foreign partiCipation in businesses with not more than ten retail stores with floor 

. space of each store not exceeding 2,000 square meters. Size limitation is expected to 
increase to 3,000 square meters. Beginning July 1993, foreigners can participate up to 
50 percent of inves,tment in distribution activities. 

Full access to Korean distribution operations is expected to be reached not later than 
1998 under existin!J guidelines caliing for further step-by-step liberalization efforts. 

.' 
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Malaysia 

In general, Malaysia's foreign invE1stment regulations specifically" target manufacturing 
Industries enga~led in exports, high technology, and high investment requirements. 
Investment incentives are geared towards attracting high technology, high value-added, 
and export-orientep industries. 

The retail trade sector is open to foreign investors with 30 percent or less equity, and with 
no incentives. The entry of major business groups is transforming the retail trade sector 
in Malaysia. Some of the well-known stores which entered the retail market between 
1984 and 1991 include Chujitsu, Jaya Jusco, Yaohan, Parkson, Sogo,lsetan, Kerry's and 

,. CK Tang. Large-scale operations are expected to dominate Malaysia's retail industry. 
" 

Malaysia's positive attitude towards foreign investment in the retail tractE: sector is 
supported by its openness to the entry of new foreigp retailers despite the situation that 
existing national and foreign retailers are already seNing the market well.' 

'y-. 

Mexico 

Since 1988, Mexico has moved from a policy of restricted foreign investment into one of 
nearly complete liberalization. Investments in retail and wholesale businesses are open 
to foreigners on the, same basis as domestic firms. One hundred (100) percent foreign 
ownership is permitted, although almost all foreign firms have local equity partners. Some 
of the principal U.S. retail establishments inciude Wal-Mart, Sears, and J.C. Penny. 
There are no specific incentives offered to investors, local or foreign, in retail or wholesale 
businesses. 

Philippines 

The Foreign Investments Act of 1991 (RA 7042) or FIA, ~I ws the entry of foreign 
investors into ma.ny sectors of the economy. However, activi les mandated by existing 
laws to be prohibited to foreign investors are retained. One , these restricted areas 'is 
the retail trade sector. Instead of improving access in the retail' and wholesale sector, FIA 
added one more restriction in its transitory negative list for this sector, It restricts foreign 
investment in import and wholesale activities not integrated with production or 
manufacture of goods. 

Singapore 

The Singapore market has always been open to foreign investment in both retail and 
wholesale trade. Foreign equity can be 100 percent for any enterprise unless noted. The 
Singapore government, however, prefers to see joint ventures in the retail trade sector 
with 51 percent local participation. There \ire some investment incentives such as 50 
percent reduction over five years on applicable profit tax given to Southeast Asian regional 
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warehousing companies which invest more than S$2 million. Toys-R-Us, an Arnerican 
mass r:nerchant pI toys has a joint venture in Singapore. The equity distribution is 50-50 
percent, which shows moderation of ,the 51 percent guideline in the Foreign Investment 
Program. The Economic Development Board (EDB) uses discretion in recommending 
equity distribution in specific foreign investments. 

Taiwan 

, ' 

Since 1986, Taiwan has opened most of its services and distribution sectors to foreign 
investment. Full participation (100 percent ownership) is now standard for investment in 

',' retailing and wholl'lsaling, fast food operations and chains, and department stores. Taiwan 
',authorities promote technical rather than capital inducements. 

Taiwan's retail sector has been open to foreign investment since 1990. Inves{ments in 
trading, wholesaling, franchising, and leasing activities are permitted and enco/Jraged. 
Franchising of U.S. fast food service organizations is widespread. Japanese ,Qistribution 

, co'mpanies, including Yaohan and Seibu, as well as Hongkong firms are very active in 
large-scale warehousing operations. As of 1992, 18 firms with JapanesE: investments had 
a total of 102 stores. During the same year, four stores with U.S. investments operated 
several stores. Franchising is very popular. U.S. firms are the market leaders, followed 

.by Japan and Hongkong. Seven-Eleven, for example, which is Japanese-owned but 
whose operations are U.S.-based, supports half a dozen outlets inJaiwan. In 1991, 
stores with Japanese investment accounted for Z3 percent of all department store sales 
in Taipei. No specific incentives are provided to general merchandising.or retail trade. 

Thailand 

Consistent with its outward-looking and market-oriented economic policy, the Royal Thai 
govemment maintains a positive attitude towards foreign investment. Foreign joint 
ventures in retail and wholesale operations are neither prohibited nor provided incentives. 
The major foreign retailers operating in Bangkok are Daimaru, Takashimaya, Sogo, Tokyu,' 
and Makro. 

The U.S.-Thai Treaty of Amity and Economic Relations of 1966 allows U.S. citizens and 
businesses incorporated in the U.S. or Thailand (majority owned by U.S. entities) to 
operate on the same basis as Thais, exempting them from most of the restrictions on 
foreign investment imposed by the Alien Business Decree of 1972. However, 
communications, transport, banking, exploitation of land or natural resources,and domestic 
trade in agricultural products are restricted activities. In practice, many Americans choose 
to form joint ventures with Thai partners and allow them to hold the majority stake 
because of their familiarity with the Thai economy and local regulations. 

The Alien Business Decree of 1972 stipulates that an alien who intends to engage in retail 
trade shall apply for a permit to the Director General. In cases where the granting of a 
permit is deemed appropriate, the Director-General may prescribe conditions in 
accordance with the provisions of the law such as: 
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ratio of capital and loans to be used in business; 

funds which must be brought in from overseas for use in the business; 

ratio of capital between Thais and aliens; and 

ratio between Thais and persons responsible for the management of the business: 

The Alien Business Decree of 1972 states that an alien who intends to engage , 

in retail trade should submit an application for a'permit to the Director General. 

Foreign investment in Thailand does not require Board of Investment (BOI) approval. 

Many foreign companies and most U.S. companies operating in Thailand receive no 

special BOI privileges or are not even eligible for BOI incentives. 

, OUTLOOK FOR THE FUTURE 

The eight selected countries present a wide range of prospects for foreign investment in 

retail trade and illustrate the different factors that influence those prospects. Indonesia 

is steadily casting asidEl its reputation of being a high cost, and a highly regulated 

economy. The govemment has made strides to liberalize the economy in the past few, 

years. Despite the improvements in the regulatory environment, Indonesia continues to 

be viewed by foreign firms as having a restrictive policy in the retail trade sector. 

However, consistent macroeconomic policy and rising per capita incQme make Indonesia 

an attractive place for foreign retailers to penetrate. Foreign investment in the retail 

trade sector is likely to increase ~hrough use-of-name franchise using local partners. 

However, thE) regional trend towards foreign participation in the retail trade sector in 

Singapore and Malaysia will put a lot of pressure on Indonesia ,to reconsider its 

backsliding on reforms in the retail trade sector. 

In Korea, foreign participation in the distribution sector is expected to be fully liberalized 

by 1998. Relaxation of restrictions on the number of stores and per store floor area is 

expected to increase the number of large-sized specialty stores. Imports of advanced 

distribution technology will be facilitated through technological cooperation with foreign 

companies. Productivity and customer service will be improved by developing new 

managi3ment technique's and promoting information systems. 

Malaysia is following Singapore's pattem of economic development by encouraging direct 

investment. Since Malaysia was part of the British Empire, foreign retail and wholesale 

businesses have been operating for a long time. The govemment has experienced the 

economic sllccess of good and steady incentive plans for foreign and domestiC investors. 

Malaysia will continue in this path. The per capita disposable· income is expected to rise 

and this will definitely help wholesalers and retailers, both foreign and local. 
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. The liberalization of foreign investment pOlicies in Mexico, in combination with stable macroeconomic environment and pOlitical stability, will likely encourage continued increases in annual investment flows in the retail trade sector. Mexico's commitment to the North American Free Trade Agreement (NAFTA) will complement its liberalization moves to open up market access in terms of both tariff and non-tariff issues. Instrumental in ti1is success of sJructural reforms in Mexico have been cautious financial poliCies, improved macroeconomic environment, and a competitive exchange rate. 

Among the eight selected countries, the Philippines offers an opening for sustained growth given its market size and relative pOlitical stability. The liberalization of the retail trade ~ector will offer fomign investors the market Signal that the basic economic and political 90nditions for an attractive environment are seriously pursued. 

Over the longer term, Singapore will be concemed about continuously rising business costs and a sharply deClining rate of productivity growth. The Economic DE;velopment Board (EDB) plans to restructure and reduce existing shops as well as encoura,ge retailers to ypgrade and improve productivity and . profitability. The stores in thl"Housing -Development Board (HDB) estates will be reduced and owners will be given ex-gratia payments to bring supply more in line with demand. The plans also reveal that small stores should pull their resources and centralize key operations to save on' overhead -costs and increase profit. margins. This will also strengthen their bargaining power with suppliers and improve their competitiveness with J$lrger department stores. Bulk buying distribution and promotion as a group will achieve economies of scqle. Economic groupings can also promote self-help among retailers in the promotion and maintenance of their shopping centers or neighborhood stores. The other aspect of the plan is the integration of information technology to their operations, Eventually, mote and more stores will operate in satellite towns as these towns develop into regional, centers. 

Taiwan's six-yearNa:tional Development Plan contains key programs for the development of the retailing industrY such as the promotion of productivity and strong purchasing power. These are perceived to attract more intemational investors to set up retail businesses in Taiwan. Both the government and industrY have positive reactions to the liberalization of retail and wholesale operations. Thus, policy moves towards encouraging foreign retailers to operate in Taiwan are likely to intensify . 

Thailand imposes no restriction~ on foreign investment in retail and wholesale businesses. However, the important role played by the Thai language in business and local customs has encouraged foreign investors to establish tie-ups with Thai partners. Thailand will continue on this path and diversify the location of the new investments to areas outside' of Metro Bangkok. The per capita disposable income will continue to rise and bode well for wholesalers and retailers whether foreign or domestic. Furthem1ore, liberalization of retail and wholesale businesses will allow the ellic\ent and cost ellecti'll8 olstr"lbution 01 goods, food and services, and upgrading of the consumer's standard of Jiving. Foreign retailers will compete aggressively thereby making the domestic retailers efficient. Strong domestic retailers such as Central and Robinson will continue to entertain. foreign partners to provide the technicat assistance, marketing know-hOW and infrastructure support services that are needeq to strengthen their competitive position versus foreign retailers such qs Yaohan and Tokyu. 
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