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Introduction
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Background

▪ Services sector’s significance in global economy and trade

▪ Regional trade agreements (RTAs) > Multilateral level (WTO 2019)

▪ Liberalization of services ≠ liberalization of goods

▪ Role of trade agreements in services (Saez 2010)
o Support the liberalization process

o Create a more stable framework for trade

o Provide political support due to reciprocity
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FTA participation
The Philippines has not been as active compared to its ASEAN neighbors (Indonesia, 
Malaysia, Singapore, Thailand, and Vietnam) in FTAs.
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Scope ID MA PH SG TH VN

Plurilateral 3 4 3 5 3 4

Country-Bloc 6 5 6 9 5 7

Bilateral 4 7 1 15 4 4

TOTAL 13 16 10 29 12 15

Source: UNESCAP Asia-Pacific Trade and Investment Agreement Database – APTIAD 
(https://www.unescap.org/content/aptiad accessed on October 29, 2021)



Objectives
General Objective 

Assess how the Philippines can maximize participation in FTAs (multilateral, 
regional, plurilateral, and bilateral) to realize the gains from services trade 
liberalization and facilitation.

Specific Objectives 

1. Assess the role of FTAs in delivering the benefits of services trade.

2. Examine the challenges at the regulatory and institutional levels of Philippine 
participation in FTAs.

3. Identify the gaps and/or weaknesses in the regulatory and institutional 
framework/s and provide recommendations.
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Institutional arrangement
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Key moments in life cycle of services negotiations 

Services in 
development 

plans

Preparing for 
negotiations

Conduct of 
negotiations

Implementing 
negotiated 
outcomes

Supplying 
newly 

opened 
markets
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Source: Marconini and Sauvé (2010)



Trade in services-related strategies in the national 
development plan

9

▪ Pursue high value-adding and sustainable services 
▪ IT-BPM industry, education, healthcare, logistics, 

construction, and transport-related services and creative 
industries 

▪ Remove barriers on foreign investments
• Amend Public Service Act, Retail Trade Act, and Foreign 

Investments Act
▪ Promote fair competition (National Competition Policy)

• especially for transport, energy, and telecommunication 
services sectors 

Sources: Philippine Development Plan 2017–2022 and Updated Philippine Development Plan 2017–2022



Lead agencies
The Department of Trade and 
Industry (DTI) is mandated to 
take the primary role in 
negotiating and reviewing 
existing international trade 
agreements.

The Department of Foreign 
Affairs (DFA) is mandated to 
implement the three (3) pillars 
of the Philippine Foreign Policy, 
as follows: 
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Source: Reorganizing the Ministry of Trade and Industry 
and renaming it the Department of Trade and Industry 
(DTI) (Executive Order 133 s1997)

Source: Philippine Foreign Service Act of 1991 
(RA 7157)

(1) Preservation and enhancement of national
security;
(2) Promotion and attainment of economic security,
and
(3) Protection of the rights and promotion of the
welfare and interest of Filipinos overseas.
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Committee on Tariff and Related Matters

Source: Tillah (2011) and Pasadilla and Liao (2011), with modifications based on the interview with DTI-BITR and NEDA-TSIS (2021)
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Philippine Council for Regional Cooperation (PCRC)

Source: Reorganizing and renaming the Philippine Council on ASEAN and APEC Cooperation into the Philippine Council for 
Regional Cooperation (Administrative Order No. 20, s. 2011)



Members of the inter-agency committee on trade in 
services
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Across / Horizontal

Bureau of International Trade Relations (DTI), National Economic and Development Authority, Office of International Economic Relations 

(DFA)
Mode 1 (and data flows) Data Privacy Commission Health and medical 

services 

Department of Health

Mode 3 Board of Investment

Securities and Exchange Commission

Construction and related 

engineering services 

Construction Industry Authority of the 

Philippines
Mode 4 DOLE - Bureau of Local Employment

DOLE-Intl Labor Affairs Bureau

Energy Department of Energy

Air transport Civil Aeronautics Board, Civil Aviation 

Authority of the Philippines

Department of Transportation

Environmental services Department of Environment and Natural 

Resources

Education Commission on Higher Education

Department of Education 

Technical Education and Skills 

Development Authority

Financial services Bangko Sentral ng Pilipinas

Insurance Commission

Department of Finance

Telecommunications National Telecommunications 
Commission

Professional services Professional Regulatory Commission

IT-Services Department of Information and 

Communications Technology

Maritime transport Maritime Industry Authority, Philippine 

Ports Authority, Dept of Transportation
Tourism Department of Tourism Customs Brokerage Bureau of Customs (Dept of Finance

Source: Avila (2011) with updates



Trade in services agreements of the 
Philippines
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Multilateral
▪ Trade in services integrated through the General Agreement on Trade in 

Services (GATS) (1994).  Trade in goods through General Agreement on Tariffs 
and Trade (GATT) (1947)

▪ The GATS:
▪ Multilateral framework of principles and rules for trade in services

▪ Service trade is liberalized through market access and national treatment 
commitments specified in schedules with terms, limitations and conditions. 

▪ Adopts a positive list approach (i.e., sector is not bound unless it is on the schedule 
of commitments)

▪ Provides disciplines and good governance principles for the regulation of services 
trade

▪ Explicitly recognizes the rights of the WTO members to regulate and introduce new 
regulations on the supply of services in their countries in order to meet national 
policy objectives.
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Sub-sectors Scheduled under the GATS 
by ASEAN member states

Source: Authors’ own based on WTO data
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Bilateral: PJEPA

▪ The Philippines-Japan Economic 
Partnership Agreement (PJEPA) 
o First bilateral FTA signed by PH (2006) 
o Ratified and entered into force in 2008 

▪ Contains the following:
o Chapter (7) on trade in services
o Annex (5) on financial services
o Chapter (9) on the movement of natural 

persons
o 2 separate schedules of commitments: 
o for specific services commitments and for MNP 

▪ Follows the positive list approach of the 
GATS but with standstill obligations 

▪ Transparency list
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Commitments of PJEPA countries

Source: Authors’ compilation based on PJEPA SOCs and WTO

Philippines Japan

Sector (Number of subsectors) GATS PJEPA GATS PJEPA

Business Services (46) 3 15 32 44

Communication Services (24) 11 18 17 21

Construction and Related 
Engineering Ser (5)

0 0 5 5

Distribution Services (5) 0 1 4 5

Educational Services (5) 0 5 4 5

Environmental Services (4) 0 1 4 4

Financial Services (17) 14 12 16 16

Health Related and Social Services
(4)

0 1 1 3

Recreational, Cultural and Sporting
Services (Other than Audiovisual
Services) (5)

0 0 4 4

Tourism and Travel Related Services
(4)

2 3 3 3

Transport Services (35) 13 17 14 28

Other Services Not Included
Elsewhere (1)

0 1 0 1

Total (155) 43 74 104 139

Philippines Japan

Business services (14) Business services (12)

Education services 
(All subsectors – 5)

Transport services (6) Transport services (14)

Telecommunications services 
(5)

Communication services (4)

Other commitments: 
Distribution services, 
Audiovisual services, Postal 
services, Sewage services, 
Banking and other financial 
services, Tourist guides 
services, and Hospital services

Other commitments: 
Social services, Other 
distribution services, Other 
education services, Other 
human health services, and 
Other services not included 
elsewhere: Home helper 
services (excluding the 
services classified in Social 
Services)

New commitments under PJEPA



Other opportunities in PJEPA
▪ Additional category of service suppliers in the commitments under the 

movement of natural persons (MNP)

o Nurses and caregivers

o As of 2019, 30% of 547 nurses and 20% of 1,694 care workers (total of 2,241 
healthcare workers) have passed the Japanese qualification exams (DTI, n.d.).

▪ Cooperation activities 
o E.g., ICT, transportation, financial, and tourism services

▪ Capacity-building
o Technical assistance programs, training, technology and skills transfers
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Bilateral: PH-EFTA
▪ The Philippines-European Free Trade Association 

(PH-EFTA) FTA 

o Signed in 2016 in Bern, Switzerland

o Entered into force in 2018 for the Philippines, 
Norway, Liechtenstein and Switzerland and in 
2020 for Iceland.

▪ Chapter 6: Trade in services closely follows the 
WTO GATS approach 

▪ Annexes:

o Financial services (Annex XIII)

o Telecommunication services (Annex XIV)

o Movement of natural persons (Annex XV)

o Maritime transport services (Annex XVI)

o Energy related services (Annex XVII)
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Philippines Iceland Liechtenstein Norway Switzerland
Sector (Number of sub-sectors) GATS PH-

EFTA
GATS PH-

EFTA
GATS PH-

EFTA
GATS PH-

EFTA
GATS PH-

EFTA
Business Services (46) 3 21 39 38 32 33 38 40 37 36
Communication Services (24) 11 10 13 8 8 15 14 9 15 15
Construction and Related Engineering 
Services (5) 0 3 4 5 0 0 5 5 5 5
Distribution Services (5) 0 4 5 4 4 4 3 4 4 4
Educational Services (5) 0 0 0 0 4 4 5 4 4 4
Environmental Services (4) 0 0 4 4 4 4 4 4 4 4
Financial Services (17) 14 15 16 16 16 16 16 16 16 16
Health Related and Social Services (4) 0 0 0 0 0 0 0 0 0 0
Tourism and Travel Related Services (4) 2 3 3 3 3 3 3 3 3 2
Recreational, Cultural and Sporting 
Services (Other than Audiovisual 
Services) (5) 0 0 5 4 2 2 1 1 2 2
Transport Services (35) 13 14 14 13 7 7 14 15 19 13
Other Services Not Included Elsewhere 
(1) 0 1 0 1 0 0 0 0 0 0
Total (155)

43 71 103 96 80 88 103 101 109 101

GATS vs PH-EFTA

Source: Authors’ own based on PH-EFTA SOCs and WTO  



Philippines’ commitment under PH-EFTA
PH new commitments:

▪ Business services (20)

▪ Transport services (8)

▪ Distribution services (4)

▪ Communication services (3)

▪ Construction services (3)

▪ Financial services (1) 

▪ Tourism services (1) 

▪ Other services (1)
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PH-EFTA 
members

New 
commitments

PH-EFTA 
commitments

GATS 
commitments

Philippines 41 71 43
Iceland 2 96 103
Liechtenstein 8 88 80
Norway 6 101 103
Switzerland 0 101 109
Source: Authors’ own based on PH-EFTA SOCs  and WTO data



Opportunities in PH-EFTA FTA
• Mode 1 (cross-border supply) and mode 4 (movement of natural persons)

▪ Entry and temporary presence of services suppliers

▪ Annex on maritime transport and related services

▪ Some EFTA countries offered additional commitments
o Switzerland added a new category of “installers and maintainers”

o Switzerland allowed maintenance and repair of Swiss aircraft in the Philippines

o Norway allowed independent professionals and graduate trainees 

▪ EFTA countries’ potential investment in the following services subsectors:
o IT services (IT-BPM)

o Renewable energy

o Construction and related engineering

o Environmental

o Maritime transport

o Finance
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Regional: ASEAN

▪ ASEAN Framework Agreement on Services (AFAS) 
✓ Enhance cooperation in services amongst Member States

✓ Eliminate substantially restrictions to trade in services amongst Member States. 

✓ Expand the depth and scope of liberalization beyond those undertaken by Member 
States under the GATS

▪ GATS-plus principle

▪ ASEAN Economic Ministers (AEM)

o Commitments to liberalize almost all of the services sectors and subsectors under 
the purview of the AEM (10th package) 

▪ Other AFAS Packages

o Increasingly wider and deeper commitment in financial services (8th package) and 
air transport services (11th package) 
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Notes: (1) Subsectoral coverage does not reflect the level of openness of any sector since that each country may make 
varying degree of openness in their commitments in the different modes of supply in each services subsector.  The relative 
size of the sectoral coverage does not necessarily reflect the relative commercial significance of the sectors either. 
(2) The Philippine schedule is not yet final (interim package).
Source: ASEAN Secretariat (2021)

Sub-sectors Scheduled under the 10th AFAS Package signed by the AEM
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Transition from AFAS to ATISA
▪ ASEAN Trade in Services Agreement (ATISA) signed on 7 October 2020 
✓ Further broaden and deepen services integration within ASEAN

✓ ASEAN’s integration into the global supply chains in both goods and services

✓ Enhance ASEAN Member States’ competitiveness in services

▪ ASEAN Member States to transition final AFAS commitments into a negative-list
scheduling of reservations/Schedules of Non-Conforming Measures (NCM)

▪ ATISA increases transparency and predictability
o Contains regulatory obligations and disciplines

▪ Promotes services trade facilitation and cooperation, MSMEs, technical assistance, and 
private sector engagement
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Mobility of service suppliers in ASEAN
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ASEAN initiative Purpose

Movement of Natural Persons Regulates the access of foreign service suppliers into the

domestic market.

Legal framework towards eliminating substantially all

restrictions in the temporary cross-border movement of

natural persons involved in the provision of trade in goods,

trade in services and investment.

Mechanism to further liberalize and facilitate movement of

natural persons towards free flow of skilled labor.

Mutual Recognition Arrangements Regulates the recognition of the qualification of foreign

services suppliers by authorities in another country

ASEAN Qualifications Reference 

Framework

Provides a translation mechanism to understand the

qualification level of service suppliers from another country

Source: ASEAN Secretariat (2021)



Mutual Recognition Arrangements (MRA)
▪ MRAs in seven (7) professional services concluded and signed by the ASEAN Economic 

Ministers (AEM): 
◦ MRA on Engineering Services (9 December 2005 in Kuala Lumpur, Malaysia); 

◦ MRA on Nursing Services (8 December 2006 in Cebu, the Philippines);

◦ MRA on Architectural Services (19 November 2007 in Singapore); 

◦ Framework Arrangement for the Mutual Recognition of Surveying Qualifications (19 November 2007 
in Singapore); 

◦ MRA on Medical Practitioners (26 February 2009 in Cha-am, Thailand); 

◦ MRA on Dental Practitioners (26 February 2009 in Cha-am, Thailand); and 

◦ MRA Framework on Accountancy Services (26 February 2009 in Cha-am, Thailand), subsequently 
amended as MRA on Accountancy Services (13 November 2014, Nay Pyi Taw, Myanmar). 

▪ ASEAN MRA on Tourism Professionals signed by the ASEAN Tourism Ministers (9 November 
2012 in Bangkok, Thailand)
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ASEAN Accountant ASEAN Architect ASEAN Engineer
Brunei Darussalam 5 18 33
Cambodia 0 29 84
Indonesia 2,047 182 1,235
Lao PDR 0 21 17
Malaysia 1,368 51 1,577
Myanmar 477 16 618
Philippines 113 139 610
Singapore 965 132 310
Thailand 722 29 231
Viet Nam 0 30 302
TOTAL 5,697 647 5,017

Sources:

Accountant – ASEAN Chartered Professional Accountant Coordinating Committee (as of 31 October 2021) (aseancpa.org accessed on 1 November 2021)

Architect – ASEAN Architect Council (https://aseanarchitectcouncil.net/home accessed on 1 November 2021)

Engineering – ASEAN Chartered Professional Engineering Coordinating Committee http://acpecc.net/v2/index.php accessed on 1 November 2021; 

Registered ASEAN Professionals

https://aseancpa.org/index.php/ams/philippines
https://aseanarchitectcouncil.net/home
http://acpecc.net/v2/index.php


Regional: ASEAN and dialogue partners
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ASEAN plus 1 FTAs Dialogue partners Date and place signed
Framework Agreement on 
Comprehensive Economic 
Cooperation

People’s Republic of China 17 January 2007
Cebu, Philippines

Republic of Korea 21 November 2007 
Singapore

India 13 November 2014
Nay Pyi Taw, Myanmar

Comprehensive Free Trade 
Agreement

Australia-New Zealand 27 February 2009 
Cha-am, Thailand

Hong Kong 28 March 2018 
Nay Pyi Taw, Myanmar

Comprehensive Economic 
Partnership

Japan 24 April 2019
Ha Noi, Viet Nam



Regional: RCEP
▪ Regional Comprehensive Economic Partnership (RCEP)

▪ Signed on 15 November 2020 by Ministers from 15 countries

▪ Signed by the PH President on 02 September 2021

▪ Significant upgrade (broader and deeper) of ASEAN’s economic engagement with 
existing FTA partners
o Australia, People’s Republic of China, Japan, Republic of Korea, and New Zealand

▪ Chapter on Trade in Services 
o Annexes on financial, telecommunications and professional services

o Adopts a negative list approach. Some countries that initially used positive list to 
transition.

▪ Resulting market access commitments are significantly better than any of ASEAN’s 
previous FTAs
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RCEP partner Sub-sector
Australia Other Business Services (e.g. professional and management consulting services, and technical,

trade-related services;
Telecommunication Services
Audio Visual Services

China Legal services and accounting (excluding Chinese law practice);
Auditing and bookkeeping services;
Taxation services;
Architectural services;
Hairdressing and other beauty services
Passenger and Freight Transport Services

Japan Professional Services;
Hotel Management Services;
Transport Services

Korea Financial Services
Game Development Services
Transport Services particularly in Rail Transport Services and Maintenance and Repair of Rail
Transport Equipment

New Zealand Air Transport Services, particularly Cargo and Baggage Handling Services and Airport
Management Services,
Banking and Other Financial Services

Examples of improved commitments under RCEP compared to ASEAN plus 1

Source: Department of Trade & Industry (2021)
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Sector Total Number of 
sub-sectors

Number of sub-
sectors in RCEP

Business Services 46 30
Communication Services 24 16
Construction and Related Engineering Services 5 3
Distribution Services 5 3
Educational Services 5 2
Environmental Services 4 4
Financial Services 17 15
Health Related and Social Services (Other Than 
Those Listed Under 1.A.H-J.) 

4
2

Tourism and Travel Related Services 4 3
Recreational, Cultural and Sporting Services (Other 
than Audiovisual Services) 

5
2

Transport Services 35 22
Other Services Not Included Elsewhere 1 1
Total 155 103

Sub-sectors Scheduled by the Philippines in RCEP

Source: Authors’ compilation based on PH RCEP SOC 



Challenges and way forward
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Breadth and depth of PH commitments

3535

Sub-sectors scheduled by the Philippines under different agreements

Note: For comparability with the AFAS Package 10 under the AEM, commitments in other agreements in the following sub-sectors were removed: Financial Services, Air Transport Services,

and Services covered under the ASEAN Comprehensive Investment Agreement (ACIA)

Source: Authors’ compilation

Sectors Total GATS PJEPA PHEFTA AFAS10 (AEM) RCEP

Business Services 41 2 14 20 36 29
Communication Services 24 11 18 10 23 16
Construction and Related Engineering Services 5 0 0 3 5 3

Distribution Services 5 0 1 4 5 3
Educational Services 5 0 5 0 5 2
Environmental Services 4 0 1 0 4 4
Health Related and Social Services (Other Than
Those Listed Under 1.A.H-J.)

4 0 1 0 7 2

Tourism and Travel Related Services 4 2 3 3 5 3

Recreational, Cultural and Sporting Services
(Other than Audiovisual Services)

5 0 0 0 3 2

Transport Services 30 12 16 12 28 19
Other Services Not Included Elsewhere 1 0 1 1 0 1

Total 128 27 60 53 121 84



“Water” in the schedule of commitments
▪ ‘Water’ in the schedule of commitments - the difference between the bound level of 

restrictiveness and the actual regime (Miroudot & Pertel, 2015).  Examples:

o Not including any sector or sub-sector. The fewer the sectors in schedule of commitments, 
the higher the water.  

o Including a sector but imposing quantitative limitations that are more restrictive than 
what the domestic laws allow. Philippine examples:

• GATS – limit of 40% foreign ownership in Pension houses, tourist inns and apartelles 

• RCEP – limit of 40% foreign ownership in Hospital services

▪ The ‘water’ in the services policy commitments in trade agreements is significant (Borchert, 
Gootiiz, and Mattoo, 2011; Miroudot and Shepherd, 2014; Miroudot and Pertel, 2015)

▪ Reducing the difference between bound and applied services policies leads to a welfare gain, 
driven by a reduction in policy uncertainty (Lamprecht and Miroudot, 2018; Ciuriak, Dadkhah, 
& Lysenko, 2020). 

▪ Apart from reducing ‘water’, removing economic restrictions should be the priority. 

▪ Recent policy reforms to liberalize key sectors of the economy will give the government more 
policy space.
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Seizing market access opportunities

▪ FTAs secure market access and non-discriminatory treatment, NOT actual sales.

▪ Common problems of developing country service exporters (Marconini & Sauvé, 
2010):

o Low brand recognition and difficulties in establishing credibility overseas

o Lack of access to financing for export or business development

o Limited prospects to serve foreign markets through an established presence 

o Lack of access to reliable and inexpensive infrastructure and key input services        
(finance, information technology, and telecommunications); and 

o Lack of access to the range of formal and informal networks and institutional facilities 

▪ Engage the private sector at different stages of the negotiations life cycle (e.g., to 
identify offensive interests/competitive strengths, areas for technical assistance and 
capacity building provided in FTAs)

▪ Tap organizations such as the Philippine Services Coalition to engage industries
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Fragmented institutional structure for trade policy 
formulation and negotiations

Overlapping functions 
o Several agencies and ad hoc 

committees

o Different inter-agency consultation 
mechanisms

o Lead agency depends on the trading 
bloc or partner.

Multi-stakeholder environment 
The services sector is comprised of many 
interdependent, autonomous, and self-
governing entities in both the public and 
private sector.
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Sources: Pasadilla and Liao (2011), Avila (2011), and interviews 
with DTI-BITR and NEDA-TSIS (2021)

NEDA DTI

o WTO (GATS)
o Bilateral FTAs 
(PJEPA, PH-EFTA, PH-
Korea, and PH-EU)
o Used to lead 
ASEAN (in charge of 
finalizing AFAS 
(Package 10)

o ASEAN 
o ASEAN plus 1
o RCEP
o ATISA

Lead coordinator for services negotiations
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