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or protection of international investment in the Philippines? 
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1. What kinds of major international investment projects are there in your country? How do 
they affect community life and governance, whether positively or negatively? Are any of 
them controversial, or the subject of public debate? 

The Philippine’s economy during the height of the pandemic is sustained by the information and 
communication industry, which accounts for 55.7% or Php 12.53 billion of total foreign investments 
(FI) approved in the second quarter of 2021. Construction accounts for 16.1% of FI and manufacturing 
accounts for 10.1%. A total of PhP 22.50 billion foreign investments (FI) was approved in the second 
quarter of 2021.1 Approved projects with foreign interest were projected to generate 17,013 jobs 
based on data from investment promotion agencies (IPAs).2 The FI commitments for the second 
quarter of 2021 were mainly driven by investments from the United Kingdom, which accounted for 
55.6 percent of the total approved FI, followed by South Korea (10.0%) and the US (9.5%).  

Major international investment projects in the Philippines are cited in the Strategic Investment Priority 
Plan (SIPP), which represents the country’s investment plan and contains the list of priority industries 
as well as investment promotion and facilitation activities for all IPAs. In terms of prioritization, the 
Philippine Development Plan (2017-2022) serves as a guide for policy makers, executives, the IPAs and 
prospective investors.3  

The Philippine Board of Investments (BOI) is the lead national IPA and chairs the Philippine Investment 
Promotion Plan (PIPP) Steering Committee (SC) and Technical Working Group (TWG). It also serves as 
PIPP Technical Secretariat. Philippines has a network of 19 IPAs that are tasked to formulate and 
develop strategies to position Philippines as a prime destination for investments. Each IPA has distinct 
function and offers incentive packages to investors, enterprises and exporters.4 The IPAs have been 
created under special laws. IPAs are clustered into (i) Manufacturing and Logistics/IT-BPM, (ii) Tourism 
and (iii) Mindanao/Agribusiness. The premier investment promotion agency in the Philippines, the 
Philippine Economic Zone Authority (PEZA), has a sizeable contribution to the country’s over-all job 

 
1 Philippine Statistics Authority, September 09, 2021, Approved Foreign Investments Second Quarter 2021 
2 Ibid. 
3 Priority industries include Auto & auto parts, Chemicals, Agribusiness, Furniture, garments, Creative industry, Iron & steel, 
Electronics, Shipbuilding & ship repair, Aerospace & aircraft maintenance, Construction, Transport & logistics, Tourism, IT-
BPM, E-commerce & digital economy, climate change products, mobility solutions, health, education, & smart cities. 
4 https://boi.gov.ph/investments-promotion/philippine-investment-promotion-plan/  
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generation. The 417 operating economic zones and the 4,665 locator companies employ 1.6 million 
economic zone workers nationwide.5 

Other than job generation and employment, international investments such as those generated by 
the IPAs and the Philippine Economic Zone Authority (PEZA) contributes to national government and 
local government revenues. PEZA dividends and remittance to the national government is estimated 
at Php 800 Million annually. Local government units hosting international investments have better 
access to connectivity, education, and other basic services. In as much as the Philippines Government 
provides incentives to international investments, it also put into priority the rights of workers and 
safeguard to environment.  

International investments have also been subjected to scrutiny and public debate, in particular in two 
somewhat controversial sectors (1) Philippine offshore gaming operators (POGO) and (2) exploration 
through mining. Firstly, POGOs were allowed to expand in Manila from 2016 (there have been as a 
many as 338 POGOs operating in the country) and gambling money has been used to sustain other 
business such as property development, fintech, transportation and restaurants. POGOs are estimated 
to bring Php 551 billion in revenues to economy every year,6  but many Filipinos are not welcoming of 
gambling, which has allegedly contributed to cases of kidnapping, prostitution and human trafficking.  

Secondly, in terms of mining exploration, the Philippines has an estimated US$1 trillion in untapped 
reserves of copper, gold, nickel, zinc and silver, which could potentially be tapped for the benefit of 
the public. The principal laws that regulates the mining industry is the Philippine Mining Act of 1995 
(the Mining Act), and its implementing rules and regulations. While mining has many pros, it also has 
a range of environmental costs, occupational health and safety issues, has negatively impacted 
indigenous communities and has attracted allegations of child labour. While there has been strong 
opposition from lobbyist and environmentalists, Philippine President Duterte recently issued an order 
to lift a nine-year moratorium on granting new mining permits in the Philippines, which is expected to 
ease the entry of at least 291 existing mining applications, escalating threats to the environment and 
its defenders, anti-mining and environmental groups say.7 Hence, it will be even more important to 
ensure environmental safety standards are regulated in relation to foreign investments in this area. 

2. Are investment projects subject to the ordinary law? 

Yes, there are special laws enacted to promote investments in the Philippines. It is a basic and 
primordial constitutional and legal principle in the Philippines that the State shall pursue an 
independent foreign policy. In its relations with other States the paramount consideration shall be 
national sovereignty, territorial integrity, national interest, and the right of self-determination. Foreign 
investments in the Philippines are basically governed by the following laws, rules, regulations and 
other government issuances:8 

1. Executive Order No. 226 - The Omnibus Investments Code of 1987 - sets forth the rules and 
parameters within which foreign investments in the Philippines may be made, with emphasis 
on the grant of incentives to certain sectors. 

 
5 Global Biz with PEZA-US Testimonial, October 08, 2021, Briefer by the Director General, Charito B. Plaza, MNSA, PhD. 
6 Rivas, Ralf, “What the POGO exodus means for the Philippine economy”, www.rappler.com/business, Dec 20, 2020. 
7 Leilani Chavez, “ Complete turnaround’: Philippines’ Duterte lifts ban on new mining permits”,  
https://news.mongabay.com/, 15 April 2021. 
8 https://www.chanrobles.com/default4a.htm#.YV7DMrgzZPY 
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2. Republic Act No. 7042, as amended by Republic Act No. 8179 - The Foreign Investments Act 
of 1991 - dwells on foreign investments without incentives; it reduced the minimum paid-in 
equity from US Dollars Five Hundred Thousand [US$500,000] to US Dollars Two Hundred 
Thousand [US$200,000]. 

3. Republic Act No. 7227 - The Bases Conversion and Development Act of 1992 - sets forth the 
grant of incentives to industries and enterprises which establish their plants and offices within 
the Subic Bay Freeport Zone. 

4. Republic Act No. 7916 - The Special Economic Zone Act of 1995 - treats of incentives granted 
to industries and enterprises which situate their operation within Special Economic Zones. 

5. Republic Act No. 7844 - The Export Development Act of 1994 - provides for incentives to 
business enterprises in the export industry. 

6. Republic Act No. 7721 - liberalized the entry and operations of foreign banks and financial 
institutions in the Philippines. 

7. Republic Act No. 7652 - The Investor's Lease Act - grants to foreign investors the privilege of 
leasing private lands for a period of fifty (50) years [initial] which may be renewed for another 
twenty-five (25) years. 

8. Republic Act No. 7718 - The Build-Operate-Transfer Act [BOT] -liberalized the implementation 
of the Build-Operate-Transfer Scheme in certain projects, eased the restrictions on 
government financing and setting and imposition of tolls and charges and wholly foreign-
owned corporations are allowed to undertake certain projects under this scheme. 

9. Republic Act No. 7888 - grants authority to the President of the Philippines to suspend the 
nationality requirement under the Omnibus Investments Code [Executive Order No. 226] in 
the case of equity investments by multilateral financial institutions like the Asian Development 
Bank [ADB] or the International Finance Corporation [IFC]. 

Republic Act 11534, otherwise known as the Corporate Recovery and Tax Incentives for Enterprises 
(CREATE) Act, is a recent addition to the abovementioned special laws. It was created by the Philippine 
Congress in response to the COVID-19 pandemic to support fiscal relief for domestic and foreign 
corporations doing business in the Philippines. The CREATE Act focuses on tax reform and promoting 
a fair and accountable incentives system that is performance-based, targeted, time-bound and 
transparent. The CREATE Act centralized the oversight of the grant of incentives to enterprises in the 
Fiscal Incentives and Review Board (FIRB), which is mandated to exercise a policy-making and 
oversight role over all registered business enterprises and IPAs. Under the CREATE Act, it is the FIRB 
that will have the power to approve or disapprove the grant of fiscal incentives upon the 
recommendation of the IPA. The FIRB shall meanwhile delegate the grant of tax incentives to the IPA 
for investment projects involving P1 billion and below, while retaining the authority to check whether 
the incentives granted by the IPAs conform with the intent to modernize the incentive system. The 1 
Billion Php threshold may also be increased by the FIRB in the future.9 The downside of the CREATE 
Act as far as international investments are concerned is the omission of the perpetual income tax 
holiday currently enjoyed by economic zone exporters and developers. Under the CREATE Act, 
registered business enterprises can avail themselves of a 10-year sunset period (after the lapse of the 
income tax holiday) and thereafter will graduate to the regular corporate income tax rate of 25%.  

Special laws addressing inclusive economic policy, financial inclusion, participatory financing and 
emerging market are also in place. Republic Act 11439 (“An Act providing for the regulation and 

 
9 Redefining Philippine Taxation: CREATE, Karen Mae L. Calam-Ibañez and Aiza P. Giltendez, April 25, 2021, 
https://www.bworldonline.com/redefining-philippine-taxation-create-3/  
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organization of Islamic Banks”) encourages foreign Islamic banks to locate in the Philippines. Republic 
Act 10817 (“The Philippine Halal Export Development and Promotion Program Act”) also recognises 
the significant role of exports to national economic development, and the potential contribution of 
Halal industries, declaring that it is a policy of the State to promote the growth and ensure the integrity 
and quality of Philippine Halal exports. 

3. Which institutions have authority to approve such projects? How are these decisions made? 

Prior to the enactment of the CREATE Act, the various Investment Promotion Agencies (IPAs), such as 
the Philippine Economic Zone Authority (PEZA), Board of Investments (BoI), Bases Conversion and 
Development Authority (BCDA), Clark Development Corp. (CDC), and Tourism Infrastructure and 
Enterprise Zone Authority (TIEZA), administered their own investment regimes to registered business 
enterprises (RBEs) within their purview. In granting incentives, these IPAs exercised discretion based 
on the incentives provided under the special laws discussed above. The IPAs have their respective 
Boards of Directors. In the case of PEZA, it is chaired by the Department of Trade and Industry. 

Under the CREATE Act, the FIRB will now exercise the grant of all tax incentives to registered projects 
or activities with total investment capital of more than P1,000,000,000.10 The foremost function of the 
FIRB is to be the oversight and policy-making body which will craft sustainable and fiscally sound 
incentive policies. Regardless of the amount of investment capital, the FIRB will not create another 
layer in the approval process; rather, it is responsible for checking whether the incentives granted by 
IPAs conform to the overarching objective to maintain an incentive system that is performance-based, 
targeted, time-bound, and transparent. 

The Office of the Board of Investment is responsible for promoting investment in businesses that are 
beneficial to the country by granting investment rights and benefits, creating supportive environment 
for investment, and promoting and servicing investment. 

PEZA is one of the premier investment promotion agencies, engaging exporters to locate and register 
in the country’s economic zones. Approval of all PEZA registrations are made by the PEZA Board. It is 
composed of an inter-agency body chaired by the Department of Trade and Industry. A 2020 US report 
stated that “the business environment is notably better within the special economic zones, particularly 
those available for export businesses operated by PEZA, known for its regulatory transparency, no red-
tape policy, and one-stop shop services for investors.”11  

In terms of investment planning and prioritization, a whole of government approach is used. 
Philippine’s investment priorities are published under the Investment Priorities Plan (IPP). The IPP is a 
plan prepared and formulated through by the IPP Inter-Agency Working Group headed by the BOI in 
consultation with appropriate government agencies such as the NEDA (National Planning body of the 
Philippines), DOF (Finance), DA (Agriculture), DOE (Energy), DOT (Tourism), DOST (Science and 
Technology), DICT (Information and Communications Technology), DOTR (Transportation) and the 
private sector. It includes and contains specific activities and generic categories of economic activities 
wherein investments are to be encouraged and entitled to BOI incentives under the Omnibus 
Investment Code of 1987 as amended.12 

 
10 https://www.grantthornton.com.ph/insights/articles-and-updates1/line-of-sight/is-create-better-or-worse-for-the-
economy/  
11 https://www.state.gov/reports/2019-investment-climate-statements/philippines__trashed/  
12 https://boi.gov.ph/where-to-invest/  
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4. To what extent is there transparency and public accountability for such decisions? 

Philippines has advanced a number of policies to safeguard international investments and promote 
transparency and accountability. Philippines has a Freedom of Information (FOI) portal which sits 
under the Presidential Communications Operations Office (PCOO) and is responsible for answering 
public inquiries including issues and concerns on international investments.13 The 2016 Executive 
Order on Freedom of Information (FOI) mandates full public disclosure and transparency of 
government operations, with certain exceptions.  The public may request copies of official records 
through the FOI website. The various IPAs and investment bodies are also subject to the FOI law. 

In terms of business facilitation, the Ease of Doing Business and Efficient Government Service Delivery 
Act amends the Anti-Red Tape Act of 2007 (ARTA). It legislated for standardized deadlines for 
government transactions, a single business application form, a one-stop-shop, automation of business 
permits processing, a zero contact policy, and a central business databank.14 It also seeks to address 
the cumbersome business registration in the Philippines due to the multiple agencies involved in the 
process.  It takes an average of 31 days to start a business in Quezon City in Metro Manila, according 
to the 2019 World Bank’s Ease of Doing Business report. The ARTA law aimed to fast track the 
processing of business registration permits and address the gap cited in the WB report. The 
strengthened version of the ARTA is poised to facilitate prompt action and resolution of all 
government transactions with efficiency. It applies to all government offices and agencies in the 
Executive Department including local government units, government-owned or -controlled 
corporations, and other government instrumentalities, located in the Philippines or abroad, that 
provide services covering business-related and non-business transactions as defined in the IRR.15 

The Philippines also signed into law the Revised Corporation Code, a business-friendly law that 
encourages entrepreneurship, improves the ease of business, and promotes good corporate 
governance.  This new law amends part of the four-decades-old Corporation Code and allows for 
existing and future companies to hold a perpetual status of incorporation, compared to the previous 
50-year term limit, which then required renewal.  More importantly, the amendments allow for the 
formation of one-person corporations, providing more flexibility to conduct business; the old code 
required all incorporation to have at least five stockholders and provided less protection from 
liabilities.16 

Institutions such as the Philippine Economic Zone Authority are signatory to the “Anti-Corruption 
Manifesto”, in coordination with the Presidential Anti-Corruption Commission (PACC). The PACC led a 
campaign to participate in working for a more efficient government free from corruption, in line with 
the Duterte administration’s call to weed out corruption plaguing bureaucracy and other government 
agencies.17 To further safeguard transparency, an Anti-Graft Certificate is one of the requirements 
submitted of a PEZA registrant and investor as a measure to give teeth to the national Anti-Graft Act. 
It is a certification from investors and/or ecozone registrants that they have not offered bribe to any 
of the officers of the Authority in connection with the filing and processing of their application. 

 
13 https://www.foi.gov.ph/.  
14 https://arta.gov.ph/ 
15 https://arta.gov.ph/about/the-ease-of-doing-business-law/ 
16 https://www.state.gov/reports/2019-investment-climate-statements/philippines 
17 http://www.peza.gov.ph/index.php/press-release/192-peza-pacc-tie-up-for-good-governance-in-line-with-duterte-s-call-
to-combat-corruption 
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The Anti-Graft and Corrupt Practices Act criminalizes active and passive bribery, embezzlement, 
extortion, abuse of office and conflict of interest in the public sector. Bribery of public officials and 
trading in influence are also criminalized in the ARTA. The Act forbids office-holders from accepting 
any gifts or material benefits in exchange for any government permit or license. Under the Revised 
Penal Code, gifts are classified as indirect bribery. An exception is made for gifts of insignificant value 
given as a token of friendship in line with local customs 

Despite the laws discussed above however, there have been criticisms from external parties about 
their effectiveness in practice:   

(1) The legal anti-corruption framework in the Philippines is complicated and poorly enforced. 
Officials are rarely prosecuted and convicted for corruption crimes. Facilitation payments 
are not addressed by anti-corruption regulations and private sector bribery is not 
criminalized. The legislative framework for fighting corruption is scattered and is not 
effectively enforced by the weak and non-cooperative law enforcement agencies.18 

(2) Stakeholders report regulatory enforcement in the Philippines is generally weak, 
inconsistent, and unpredictable. Many US investors describe business registration, customs, 
immigration, and visa procedures as burdensome and frustrating.  Regulatory agencies are 
generally not statutorily independent but are attached to cabinet departments or the Office 
of the President and, therefore, are subject to political pressure.  Issues in the judicial system 
also affect regulatory enforcement.19 

In terms of transparency in legislation, proposed Philippine laws must undergo public comment and 
review.  Government agencies are required to craft implementing rules and regulations (IRRs) through 
public consultation meetings within the government and with private sector representatives after 
laws are passed.  New regulations must be published in newspapers or in the government’s official 
gazette, available online, before taking effect.20 

5. Does the Constitution provide a framework for making decisions about international 
investment? If so, since when? What does it provide? Does the framework operate in 
practice? 

Yes. The Philippine Constitution provides a framework for making decisions about international 
investment. This can be trace back to 1946 when the United States formally recognized the 
independence of the Republic of the Philippines.21 Trade agreements with the US date back to 15 
December 1954 under special law Republic Act No. 1355.22 

Article XII (National Economy and Patrimony) of the 1987 Philippine Constitution lays down the basic 
provisions and legal framework in administering international investments:  

 Section 11: No franchise, certificate, or any other form of authorization for the operation of a 
public utility shall be granted except to citizens of the Philippines or to corporations or 
associations organized under the laws of the Philippines, at least sixty per centum of whose 
capital is owned by such citizens; nor shall such franchise, certificate, or authorization be 
exclusive in character or for a longer period than fifty years. Neither shall any such franchise 
or right be granted except under the condition that it shall be subject to amendment, 

 
18 https://www.ganintegrity.com/portal/country-profiles/the-philippines/ MAY 2020 
19 https://www.state.gov/reports/2019-investment-climate-statements/philippines__trashed/) 
20 www.gov.ph 
21 https://www.officialgazette.gov.ph/constitutions/constitution-day/ 
22 https://lawphil.net/statutes/repacts/ra1955/ra_1355_1955.html 
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alteration, or repeal by the Congress when the common good so requires. The State shall 
encourage equity participation in public utilities by the general public. The participation of 
foreign investors in the governing body of any public utility enterprise shall be limited to their 
proportionate share in its capital, and all the executive and managing officers of such 
corporation or association must be citizens of the Philippines. Under the 1987 constitution. 

 Sec 10(xxx): The State shall regulate and exercise authority over foreign investments within 
its national jurisdiction and in accordance with its national goals and priorities. 

 Section 13. The State shall pursue a trade policy that serves the general welfare and utilizes 
all forms and arrangements of exchange on the basis of equality and reciprocity. 

Under these constitutional provisions, the Foreign Investment Act of 1991 regulates foreign 
investments and prescribes the procedure for registering enterprises doing business in the Philippines. 
Section 2 of the law supplements the Constitution, stating that “it is the policy of the State to attract, 
promote and welcome productive investments from foreign individuals, partnerships, corporations, 
and governments, including their political subdivisions, in activities which significantly contribute to 
national industrialization and socio-economic development to the extent that foreign investment is 
allowed in such activity by the Constitution and relevant laws. Foreign investments shall be 
encouraged in enterprises that significantly expand livelihood and employment opportunities for 
Filipinos; enhance economic value of farm products; promote the welfare of Filipino consumers; 
expand the scope, quality and volume of exports and their access to foreign markets; and/or transfer 
relevant technologies in agriculture, industry and support services. Foreign investments shall be 
welcome as a supplement to Filipino capital and technology in those enterprises serving mainly the 
domestic market.” 

As a general rule, there are no restrictions on the extent of foreign ownership of export enterprises. 
In domestic market enterprises, foreigners can invest as much as 100% equity, except in areas included 
in a negative list mentioned in Section 8 of the Foreign Investment Act of 1991 (RA 7042, as amended 
by RA 8179). This list reserves certain areas of investment to Philippine nationals only, predominantly 
areas which are defence related or which have implications on public health and morals (Foreign 
Investment Negative List). Foreign owned firms catering mainly to the domestic market shall be 
encouraged to undertake measures that will gradually increase Filipino participation in their 
businesses by taking in Filipino partners, electing Filipinos to the board of directors, implementing 
transfer of technology to Filipinos, generating more employment for the economy and enhancing skills 
of Filipino workers.23 

6. Are there any changes to current procedures and to the constitutional framework that 
applies to them that might retain the beneficial aspects of international investment while 
enhancing transparency, deliberation and accountability? 

Yes. The recent CREATE Law introduced some changes to procedures. It has been said that the CREATE 
Law is the first-ever revenue-eroding tax reform package. The largest economic stimulus program in 
the country’s history, it provides major amendments to the national tax and incentives laws with the 
goal of helping businesses move into post-pandemic recovery while encouraging foreign investments 
into the country. The law took effect on April 11, 2021.24  By adopting a uniform policy and offering a 
single menu of incentives, the government hopes to cut down on redundancy and lost revenue. 

 
23 https://investmentpolicy.unctad.org/investment-laws/laws/95/philippines-foreign-investment-act 
24 //www.bworldonline.com/redefining-philippine-taxation-create-3/ 
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7. Are there any other aspects of the experience with international investment and assistance 
in your country that might throw light on the issues for this theme? 

Yes. There are best practices in business facilitation that can be learned from the Philippines, including 
the one-stop-shop approach and the ease of doing business at the Philippine Economic Zone Authority 
(PEZA). In particular, feedback from PEZA clients (including industry associations, exporters, locators, 
and economic zone developers) indicates the following positives: 

(i) The immediate assistance provided to the inquiries of PEZA clientele. 
(ii) Transparent and credible management body. 
(iii) In depth immersion in the plight of the registered business enterprises (RBEs) 
(iv) Public and private partnership 
(v) Strong inter-agency support and collaboration with other IPAs 
(vi) Business facilitation with the whole of government approach  
(vii) Platform for debates and consultation of investment policies in the Philippine 

congress 
(viii) Progression of a business friendly environment and policies to Philippine investors 
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