Comments on the Proposal to Amend Certain Economic Provisions of the 1987 Constitution of
the Republic of the Philippines particularly on Articles XII, XIV and XVI introduced by the

Honorable Speaker Feliciano Beimonte Jr^.

1.
I would like to express support to the initiative tal<en by Speaker Feliciano Beimonte Jr.
to amend the economic provisions of the Constitution through the insertion of the phrase
"unless provided by law" to the foreign ownership restrictions of the Constitution in public
utilities, land, mass media and advertising, educational institutions, and development of natural
resources (particularly on Articles XII, XIV and XVI). Certain provisions of the Constitution have
restricted foreigners from majority ownership in certain sectors or industries, e.g., public
utilities and have, thus, constrained foreign direct investments in those industries.
2.

This phrase introduces flexibility for Congress to define and determine sectors or

industries that could be opened up for greater foreign participation (ownership). It may
provide the pathway to greater openness of the economy to foreign direct investments. Based
on various studies foreign direct investments are significant factors in an economy's
productivity and growth. Foreign direct investments provide a channel for transferring
technology, introducing innovations and good business practices that can make local firms
more competitive.

2.
The economy needs much more substantial foreign direct investments (FDIs) that It has
been receiving. FDIs stimulate productivity, growth and employment generation, and help in
structural transformation of the economy that will lead to inclusive growth. The experience of
Thailand with FDIs is worth noting. The massive inflow of foreign capital in Thailand's
manufacturing sector, e.g., automotive manufacturing, has been instrumental in the structural
transformation of the Thai economy, with manufacturing as a main growth driver creating
greater value addition and employment.

3.

The level of foreign direct investments (FDIs) in the country has remained as one of the

lowest in the ASEAN. Table 1 and Figure 1 below show how the country compares with other
ASEAN countries on FDI inflows.
The more open economies (Viet Nam, Thailand and
Singapore) have received most of foreign direct investments in the region and they have
benefited from those investments in terms of increased outputs and employment generated. It
is noted that these ASEAN countries have maintained more liberal foreign investment rules that

have facilitated the entry of foreign capital inflows.

^Submitted byGilberto Llanto, Philippine Institute for Development StudieS; February 18, 2014

