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EUROPEAN COMMISSION

Executive Summary
In 2007, free trade agreement (FTA) negotiations were launched between the Association of
Southeast Asian Nations (ASEAN), which includes the Philippines, and the European Union.
However by 2009, negotiations with ASEAN were paused and gave way to a bilateral format
of negotiations. As a result, negotiations for an EU-Philippines FTA were launched on 22
December 2015, and seek to build upon the Partnership and Cooperation Agreement signed
between both partners in 2012 and ratified in January 2018.
The aim of these FTA negotiations is to eliminate or reduce tariff and non-tariff barriers to
trade in agricultural products, manufactured goods and services and thereby facilitate trade
flows, realize the untapped potential and expand FDI, level the playing field between
private businesses and state owned enterprises, and contributing to sustainable
development objectives.
It is in this vein that DG Trade has commissioned the preparation of a Trade Sustainability
Impact Assessment (SIA) for FTA negotiations between the EU and the Philippines. There
are three major goals of this SIA, which include the following:
i.

ii.

iii.

To present a robust analysis of the potential economic, social, human rights and
environmental impacts that the trade agreement could have, in the EU, in the
Philippines, in developing countries and least developed countries, as well as in
Turkey1;
To employ a continuous and wide-ranging consultation process which ensures a high
degree of transparency and the engagement of all relevant stakeholders in the
conduct of the SIA inside and outside the EU; and
To provide recommendations regarding positive impacts and best-practices, how to
enhance these, and how to avoid or minimise any compromising and unintended
negative effects.

This Draft Inception Report provides an overview of the general approach of the Study
Team in carrying out the EU-Philippines SIA and establishes the foundation for the
methodology, research and analysis. Moving forward, this Report will serve as a guide to the
discussion between the Study Team and the Inter-Service Group leading to the next phases
and the Interim Report, to be followed by a Final Report in January 2019.
The Inception Report is divided into five sections. Section 1, “Background and
Introduction”, provides an overview of the wider context and purpose of the EUPhilippines SIA, the current trade relationship between both partners, and the context for
the negotiations of an EU-Philippines FTA.
Section 2, “Conceptual framework and approach” presents the objectives of the EUPhilippines SIA and the literature review. In addition, the methodological approach and a
non-exhaustive list of data sources are presented which will serve to guide the Study
throughout the process of the impact assessment.
Section 3, “Preliminary Screening and Scoping of Impacts”, firstly presents
descriptive statistics, including economic, social, human rights and environmental indicators
in order to formulate the relevant linkages that are likely to emanate from the proposed
FTA. Secondly, the Project Team further presents the under list of sectors which will be
1

Turkey is linked to the European Union by a customs union agreement.
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thoroughly reviewed to assess the impact of the potential impact of the FTA in the EU, in
the Philippines, developing countries (particularly LDCs), as well as in Turkey, and the
rationale for their selection. Additionally, there is an investigation of the probable impact of
the FTA on small and medium-sized enterprises (SMEs).
Section 4, “Stakeholder Consultation Plan”, outlines the consultation activities and
tools to be employed by the Study Team. The stakeholder consultation process will serve to
collect invaluable information and insights from a wide range of stakeholders to feed into
the study, as well as further raise awareness of the impact of the negotiations on the FTA
between the EU and the Philippines among relevant stakeholders. The consultation activities
and tools utilised to achieve these objectives will include a local stakeholder workshop, a
dedicated project website and electronic outreach tools, interviews and meetings with
relevant stakeholders and an on-going dialogue with the Commission Inter-Service Steering
Group.
Section 5, “Project Deliverables and Timeline”, presents a detailed timeline for the
implementation of the SIA, specifying the different tasks and activities to be completed
throughout the project.
Finally, the annexes provide a number of documents pertinent to this report. Annex I
(Section 6.1) outlines a list of key stakeholders to be engaged in the stakeholder
consultative process in the EU and the Philippines, including academic and research
institutes, government institutions, private section organizations and trade unions, as well
as non-governmental, regional and international organisations. Furthermore, in Annex II
(Section 6.2), an overview of the compliance status of the Philippines with key
International Labour Organization Conventions is given. Finally, in Annex III (Section
6.3), an overview of International Human Rights Treaties and Optional Protocols signed,
ratified or acceded by the Philippines is provided.
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1. Background and Introduction
In this section, we will provide a detailed overview of the project, as well as background
information on the trade relationship between the EU and the Philippines. This will be
followed by a synopsis of the context of FTA negotiations between the EU and the
Philippines.

1.1. Project Background
Understanding the wider context and purpose of a Trade Sustainability Impact Assessment
(SIA) 2 is crucial for its effective implementation. Trade SIAs are required to adopt an
integrated approach, combining economic, social, environmental, and human rights
dimensions. In addition, their methodology counts on both quantitative and qualitative
analysis. Quantitative analysis focuses on robust analytical desk research and data analysis
on the potential impact of the trade agreements in the EU, the partner country and other
relevant countries, including Least Developed Countries (LDCs). On the other hand,
qualitative analysis encompasses a wide-ranging, comprehensive consultation process
engaging all relevant stakeholders.
An integrated focus on qualitative and quantitative analysis in SIAs is important for trade
policymakers for the following reasons, inter alia:
i.
To identify the likely causal effects on trade, growth, income, employment,
social and human rights, as well as the environment as a result of the new free trade
agreements (FTAs), reflecting different scenarios for trade liberalisation;
ii.
To identify any unintended consequences (negative sustainability impacts) of
the new agreements and proposing mitigation measures to minimise negative effects;
iii.

To enhance the positive impacts to add weight for its implementation;

iv.
To identify any potential ‘hidden obstacles’ to the attainment of welfaremaximising objectives of the new agreements and proposing ways of removing these
obstacles; and
v.
To assess the likely ‘net effect’ of the agreement resulting from the complex
package of both positive and negative effects that may result from free trade
agreements, and analyse the trade-offs.
In like manner, SIAs serve to support major trade negotiations and will feed into the
negotiation process. They further serve to inform the wider public of the likely consequences
of the free trade agreements. Therefore, an important element of their successful delivery is
to ensure that far-reaching stakeholder consultation, in addition to literature and data
analysis, is thoroughly incorporated into the research process. This allows civil society and
wider stakeholders to provide feedback and enhance the trade agreements, providing
accurate information on affected socio-economic groups and anticipated sustainability
impacts prior to the implementation of the agreement. This process facilitates the views of

2

A Sustainability Impact Assessment (SIA) is a trade-specific tool developed for supporting major trade
negotiations conducted under the aegis of the EU Commissioner for Trade. SIAs are a key tool for the conduct of
sound, evidence-based and transparent trade negotiations. They were first developed by the European
Commission's Directorate-General for Trade (DG Trade) in 1999 for the World Trade Organization Doha
Development Agenda (DDA) negotiations. SIAs are independent ex ante assessments carried out by external
consultants during major trade negotiations. They feed into and steer the negotiations, assessing the changes that
are likely to be caused by the trade agreement, helping to identify possible trade-offs, and ensuring that
the related policy choices are optimised.
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the affected parties on the preparation of mitigation measures to ensure that negative
impacts are off-set following the adoption of the agreement.
SIAs also serve to clarify complex issues in policymaking, thereby promoting transparency
in the policymaking process and generating an informed public discussion in addition to
informed decision-making. A clear and concise presentation of these facets as well as solid
policy recommendation will help to ensure that any unintended effects which may escape
the attention of policymakers and experts are addressed.
It is in this vein that the Sustainability Impact Assessment (SIA) in support of Free
Agreement (FTA) negotiations between the European Union and Republic of the Philippines
was commissioned. The island archipelago of the Philippines is in the far east of Asia,
bordering the Indonesian-Malaysian-Brunei shared island of Borneo. The Philippines
comprises over 7000 islands divided into three administrative island regions which are
subdivided into provincial and local governments. The first island group Luzon refers to the
main northern island and all its surrounding islands, which also hold the Capital city Manila.
Mindanao refers to the main southern island, while the Visayas refers to the island grouping
in the centre of the country.
As a member of ASEAN, it further contributes to the region’s rapid development.. The
Philippines is the fifth largest economy in ASEAN and has the second largest population in
the region, with estimates to reach more than 107 million people by the end of 2018.3 As of
2006, ASEAN has been identified as a priority region for the EU. As such, the EU and the
Philippines have signed a Partnership and Cooperation Agreement, entered into force in
March 2018.4
The EU is among the top sources for development cooperation in the Philippines, having
contributed over one billion euros in the last 40 years. 5 Most of these contributions are
allocated in the form of grants and have focussed mainly on inclusive growth, health,
disaster-risk reduction (DRR), trade-related assistance and strengthening the rule of law.
The Bangsamoro Peace Process and community development in Mindanao forms another
topic of interest for the EU.
Unlike other developing economies in South-East Asia, which have seen export-led growth
mainly among industry and manufacturing, the share of the service sector contributing to
GDP overtook the share of the industry sector since the 1980s.6 The country has, therefore,
put emphasis on education, inclusive growth and the transformation to a competitive
knowledge economy. Focus has been placed on infrastructure, logistics, education,
healthcare and broadband connection, as well as an emphasis on the overall business
environment for foreign investors. It is for this reason that GDP growth rates between 2011

3

The Philippines Commission on Population, 107 Million Filipinos by End-2018, accessed 19 may 2018 via:
http://www.popcom.gov.ph/10-press-releases/578-107-million-filipinos-by-end-2018
4
The European Union External Action Service, Senate Concurrence to the Ratification of the European Union –
Philippines Partnership and Cooperation Agreement: A Milestone in Bilateral Relations, January 2018, accessed 19
March 2018 via: https://eeas.europa.eu/headquarters/headquarters-homepage/38540/senate-concurrenceratification-european-union-%E2%80%93-philippines-partnership-and-cooperation_en
5
The European Union External Action Service, Philippines and the EU, accessed 19 March 2018 via:
https://eeas.europa.eu/headquarters/headquarters-homepage_en/1694/Philippines%20and%20the%20EU
6
The Asian Development Bank, 2013, Leveraging Service Sector Growth in the Philippines, accessed 19 March
2018 via: https://www.adb.org/publications/leveraging-service-sector-growth-philippines
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and 2016 averaged at 6.1 per cent in 2016 while growth in 2017 reached almost 7 Per
cent.7
Its growth rate is further supported by rapid urbanisation in the country. Of a total of 138
cities nation-wide, 105 cities are considered as highly urbanised cities as “highly urbanised
cities”, with four cities having an estimated population of over 1 million: Quezon City, Manila
City and Caloocan City – all part of Metro Manila in the National Capital Region – as well as
Davao City on Mindanao. 8 All other 13 cities in Metro Manila are also considered highly
urbanised cities, putting pressure on its urban infrastructure. This is worsened by the fact
that the most populous region lies just outside of these 16 cities in the National Capital
Region: the urban areas of the Calabarzon region. 9 Together Metro Manila and Calabarzon
accounted for nearly 25 million inhabitants in 2016 leading to continued congestion,
overcrowding, a lower quality of life and large poor urban communities.10 In fact, Manila is
the most crowded city in the world in terms of population density. 11 At the same time
however, these urban areas also contribute to productivity, employment and consumption –
improving general living standards for a majority of the people.

1.2. Trade Relationship between the EU and the Philippines
The Philippines is regarded as one of the fastest
growing economies in the ASEAN region, doubling in
size over the past decade. The Filipino gross domestic
product (GDP) increased by 6.7 per cent to EUR 261
billion in 2017, making the Philippines the fifth largest
economy in ASEAN. The Philippines’ economy is
expected to experience continued economic growth at
6.2 per cent per year. The country is also important in
terms of consumers, with a population of 102 million
that is expected to increase to 116 million by 2025.
Furthermore, the Filipino middle class, as well as their
purchasing power, is rapidly growing.

Textile factory workers in the
Philippines

The Philippines was the EU’s sixth largest trade partner
in ASEAN and the 41st largest trade partner worldwide in 2015.12 For the Philippines, the EU
was the fourth largest trading partner. In 2015, the EU exported EUR 6.2 billion worth of
goods to the Philippines and imported for EUR 6.8 billion. Imports from the Philippines have
increased by 21.8 %between the years 2014-2015 13 . In 2017, the EU became the
7

Hansl, B. & Cattaneo, O., 2017, The Philippines: Resurrecting Manufacturing in a Services Economy, the World
Bank Blog, accessed 19 March 2018 via: http://blogs.worldbank.org/eastasiapacific/philippines-resurrectingmanufacturing-services-economy
8
The Asian Development Bank, 2013, Philippines: Water Supply and Sanitation Sector Assessment, Strategy and
Road Map, 2013, accessed 19 March 2018 via: https://www.adb.org/sites/default/files/institutionaldocument/33810/files/philippines-water-supply-sector-assessment.pdf
9
The provinces of Cavita, Laguna, Batangas, Rizal and Quezon.
10
The Asian Development Bank, 2013, Philippines: Water Supply and Sanitation Sector Assessment, Strategy and
Road Map, 2013, p. 1, accessed 19 March 2018 via: https://www.adb.org/sites/default/files/institutionaldocument/33810/files/philippines-water-supply-sector-assessment.pdf
11
WELLER, C., 2016, Manila is the most crowded city in the world — here’s what life is like, Business Insider,
accessed 19 May 2018 via: http://www.businessinsider.com/manila-worlds-most-crowded-city-2016-8
12
The European Union Directorate General for Trade, Trade in goods with Philippines, available via:
http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113436.pdf
13
Ibid.
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Philippine's second largest export partner. This can be partly explained by the Philippines
status as falling within the Generalised Scheme of Preferences (GSP). In December 2014,
the Philippines obtained GSP+ status, providing the country with duty suspension for its
exports to the EU. As a Standard GSP beneficiary, the Philippines received duty reduction
for certain product lines.
EU exports of goods to the Philippines are dominated by machinery (18.9 per cent),
transport equipment (16.8 per cent), chemicals (14.1 per cent), food products (13.8 per
cent) and electronic components (13.7 per cent). EU imports of goods from the Philippines
are office and telecommunication equipment (45.8 per cent), machinery (13.9 per cent),
food products (12.0 per cent) and optical and photographic instruments (10.5 per cent).
The EU export of services to the Philippines in 2015 was worth EUR 2 billion, and is mainly
dominated by IT and telecom services, and sea and air transport services.14 In the same
year, the EU imported EUR 2.2 billion worth of services from the Philippines, mainly related
to transportation (sea transport), travel services and telecommunications. 15 Furthermore,
the Philippines is an important destination for investments from European businesses. In
2015, the total stock of EU foreign direct investment (FDI) held in the Philippines was worth
EUR 6.1 billion, making the EU the largest investor in the country.16

1.3. Context of EU FTA Negotiations with the Philippines
The Association of Southeast Asian Nations (ASEAN) is the EU’s third largest extra-regional
trading partner. In 2017, the EU imported EUR 135.6 billion from ASEAN and exported for
EUR 91.7 billion.17 The importance of the region for the EU was reaffirmed when in 2007
region-to-region FTA negotiations were launched, with the Philippines as Party to the
negotiations.
These negotiations were paused in 2009 and bilateral negotiations were launched between
the EU and individual ASEAN members. Bilateral FTA negotiations were launched with
Singapore (2010), Malaysia (2010), Viet Nam (2012), Thailand (2013), the Philippines
(2015) and Indonesia (2016). The bilateral agreement with the Philippines aims to further
develop the trade aspect of the EU’s overall relation with the country and can serve as
building blocks towards a future region-to-region agreement.
The Trade SIA on the EU-ASEAN FTA that was conducted in 2008 does not provide a
comprehensive and sufficient assessment of the potential economic, social, environmental,
and human rights impact on the Filipino economy. This is partly due to the changed
economic context, the regional focus of the SIA, as well the evolution of EC practice and
policy on SIAs. In this context, the EC has commissioned the Trade SIA in support of the
EU-Philippines.
The EU and the Philippines signed a Partnership and Cooperation Agreement (PCA) in July
2012, which entered into force in March 2018. The aim of this PCA is to strengthen the
bilateral relationship between the countries through a comprehensive dialogue and
14

The European Union External Action Service, EU-Philippines Trade and Investment 2017/2018, accessed 19 May
2018 via: https://eeas.europa.eu/sites/eeas/files/2017_eu-ph_trade_and_investment.pdf
15
The European Union External Action Service, 2015, EU-Philippines Trade and Investment Factfile 2015, available
via: http://eeas.europa.eu/archives/delegations/philippines/documents/more_info/publications/20151506b.pdf
16
Ibid.
17
The European Union Directorate General for Trade, European Union, Trade in goods with ASEAN (Association Of
South-East
Asian Nations), available via: http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113471.pdf
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promotion of cooperation on all sectors of mutual interest, including on terrorism, human
rights, justice and security, trade and investment, migration and in international
organisations, and for a sub-regional and regional cooperation programmes. 18 The
Philippines currently benefits from preferential market access to the EU in the form of duty
suspension under the GSP+ arrangement. It is the second largest beneficiary of the EU’s
GSP+.19
Negotiations for the FTA with the Philippines were launched on 22 December 2015. The
second round of talks was held in Cebu City in the Philippines in February 2017.The FTA is
intended to develop key aspects of the overall relationship between the EU and the
Philippines, which is based on the PCA. The FTA aims to reduce tariff and non-tariff barriers
to trade in manufactured goods, agricultural products and services. Furthermore, it should
facilitate increased bilateral trade flows and expansion of FDI between the countries,
contributing to sustainable development objectives.

18

The European External Action Service, 2011, Framework Agreement on partnership and cooperation between the
EU and its member states, of the one part, and the Republic of the Philippines, of the other part,
https://eeas.europa.eu/sites/eeas/files/eu_philippines_pca_20120712.pdf
19
The European Union Directorate General for Trade, 2016, Report on the Generalised Scheme of Preferences
covering the period 2014-2015, available via:
http://trade.ec.europa.eu/doclib/docs/2016/january/tradoc_154180.pdf
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2.

Conceptual Framework and Approach

2.1. Objectives of the EU-Philippines Sustainability Impact Assessment
The Sustainability Impact Assessment between the EU and the Philippines will assess how
the trade and trade-related provisions under negotiation could impact economic, social,
human rights and environmental issues in each partner. This also takes into account
implications that may arise for the wider ASEAN region, as well as other relevant third
countries – including in particular developing countries and least developed countries (LDCs),
as well as Turkey (linked to the EU by a customs union agreement).
As such, the Sustainability Impact Assessment will reflect different negotiating scenarios. It
identifies both opportunities and unintended consequences for sustainability of the
provisions under negotiation. The Sustainability Impact Assessment will also include
recommendations to maximise any anticipated benefits of the free trade agreement, and to
minimise any negative impacts from the provisions under negotiation. Furthermore, it will
identify any potential hidden obstacles to the attainment of welfare-maximising objectives
of the new agreement and proposing ways of removing such obstacles. In effect, a balanced
overview of positive and negative likely effects will be presented to reflect any potential
challenge that arises with the implementation of the Free Trade Agreement.
To achieve this, the Sustainability Impact Assessment will combine quantitative and
qualitative analyses to provide a concrete understanding of economic, social, human rights
and environmental indicators in the EU, the Philippines, and other relevant countries. This
SIA will further support an understanding of the sustainability impacts of an FTA between
the EU and the Philippines through a wide-ranging, comprehensive consultation process
which seeks to engage all relevant stakeholders in both regions.
It is in this vein that DG Trade has contracted DEVELOPMENT Solutions Europe Ltd. to
undertake a Trade Sustainability Impact Assessment for FTA negotiations between the
Philippines and the EU. There are three major goals of the SIA, which are defined as follows:
i.

To present a robust analysis of the potential economic, social, human rights and
environmental impacts that the trade agreement could have, in the EU, in the
Philippines, in developing countries and least developed countries, as well as in
Turkey20;

ii.

To deploy a continuous and wide-ranging consultation process which ensures a high
degree of transparency and the engagement of all relevant stakeholders in the
conduct of the SIA inside and outside the EU; and

iii.

To provide recommendations regarding positive impacts and best-practices, how to
enhance these, and how to avoid or minimise any compromising and unintended
negative effects.

2.2.

Literature Review

This section provides an overview of the literature sources that will be further investigated
throughout the course of the SIA. Firstly, it highlights the main arguments surrounding FTAs
negotiated between countries of different levels of development. Secondly, it reviews the
2008 EU-ASEAN Trade Sustainability Impact Assessment, highlighting the findings with
respect to the Philippines and the EU. Thirdly, it presents the results of key studies and
reports that have been conducted on the potential impact of the EU-Philippines FTA.
20

Turkey is linked to the European Union by a customs union agreement.
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Notably, an extensive literature review will be presented in the Interim Report, which will
separately dissect the economic, social, human rights and environmental implications of the
proposed EU-Philippines FTA.
Theoretically speaking, the expected economic impact of a free trade agreement on partner
countries is premised on the hypothesis that preferential market access encourages higher
economic growth as a result of increased export opportunities due to lowering market
access barriers. Furthermore, it is expected that preferences may increase existing exports
as well as diversify the range of products that are exports.
In the case of free trade agreements that are negotiated between developed and developing
country partners, there is general concern that due to the differences in the level of
development, the benefits of such an FTA are more likely biased towards the developed
country partner, with the developing country partner bearing the brunt of the adjustment
cost. Nevertheless, the literature has found that the effects of FTAs between developed and
developing country partners to be mixed. For instance, in a study undertaken by the
Overseas Development Institute (ODI), it was revealed that all but one of the 19 high or
moderate quality primary studies that estimated trade growth found that the FTA had
positive effects in at least some cases on developing countries, and none found it to be
negative. 21 In some cases the estimated trade effect was substantial, in others it was
modest, and some partners were found to have gained nothing.
The ODI study further highlights three key factors which may affect the scale of effect for
developing countries: (i) how deep and broad provisions are and how much policy change
they can trigger; (ii) the impact of the FTA on the wider trade-related environment as well
as the fine print of the actual FTA, includes the rules of origin requirements; and (iii) the
capacity of the economy to increase supply of products for which the FTA has boosted
demand.22
Several studies have been conducted to assess the economic, social, human rights, and
environmental implications of a potential agreement between the EU and the Philippines.
The most notable of which is the 2008 Trade Sustainability Impact Assessment (TSIA) of
the FTA between the EU and ASEAN, which took into account the impact on the Filipino
economy as part of ASEAN.23 The Report found that the Philippines could potentially gain
from such an FTA in a number of sectors, including the motor vehicles and parts, as well as
in the textiles, clothing and footwear sectors. It was also predicted there could be negative
implications for the Filipino cereals and grains (mainly rice) sectors, which is indicative of
the continued shift from primary to manufacturing sectors.
With regard to the impact on the EU, the TSIA showed that an EU-ASEAN FTA is expected to
have small but positive effects on GDP, income, trade and employment for the European
Union. 24 The services sectors, which were noted to be of key importance to the EU, are
expected to expand, although the changes in percentage terms are small. On the other
21

Stevens, C., Irfan, I., Massa, I. and Kennan, J. (2015) The Impact of Free Trade Agreements between Developed
and Developing Countries on Economic Development in Developing Countries: A Rapid Evidence Assessment.
London: Overseas Development Institute.
22
Ibid.
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ECORYS Research and Consulting, Institute for International and Development Economics, Centre for
Advancement of Trade and Facilitation, International Trade Institute of Singapore, CES, Mekong Economics, PT
Inacon Luhur Pertiwi, Submitted to the European Commission, DG Trade, 2009, Trade Sustainability Impact
Assessment for the FTA between the EU and ASEAN, Final Report Volume I, Main Findings and Recommendations,
accessed 16 March 2018 via: http://trade.ec.europa.eu/doclib/docs/2010/april/tradoc_145989.pdf
24
Ibid
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hand, it is expected that the manufacturing sector would experience a reduction in output,
particularly in leather products (-24 per cent), clothing (-3 per cent), and electronic
equipment (-4 per cent).
The EU-Philippines Business Network (EPBN) has drafted cross-sectoral papers which focus
on specific issues that are covered under the EU-Philippines FTA negotiations, including the
following: public procurement; services and public utilities; sanitary and phytosanitary
measures; competition; non-tariff barriers; intellectual property rights; customs and trade
facilitation; taxation and trade-related assistance; as well as dispute resolution and trade
remedies.25 As it relates to the matter of government procurement, it has been stressed in
these papers that the Philippine procurement laws limit or manipulate the course of trade
through preferences for local purchases. As a result, foreign and experienced players are
excluded from this process, where they could provide better quality services at a lower cost
to the government and taxpayers. The EPBN recommends that if an EU-Philippines FTA is
to be realized, it would be prudent for the trade negotiators to ensure that government
procurement provisions would bind the Philippines to a commitment to address
discrimination in procurement based on the principle of national treatment.
The Philippine Institute for Development Studies has also conducted several studies on the
proposed EU-Philippines FTA, which focus on sector implications, including the impact on the
agricultural sector, the non-agricultural sector, the labour market and the environment.
With regard to the impact on the agricultural sector, it was noted that the potential gains to
the Philippines may be limited, due to the low size of initial agricultural trade with EU
compared to other trading partners, as well as moderate to low tariffs and other trade
barriers to EU products entering the Filipino market. 26 It has also been found that the
agricultural industry would not face significant harm from the FTA, even one where sensitive
products are not given significant protection.
With regard to the impact on the non-agricultural sector, the Philippine Institute of
Development also formulated a list of offensive and offensive and defensive goods and
services from a Filipino perspective. 27 The results affirm that the Philippines has
comparative advantage in more sectors in the agricultural/food rather than in nonagricultural. The EU, on the other hand, has more sectors in manufacturing than in
agriculture where standard measures say it has comparative advantage. The paper further
reveals that the optimum offensive and defensive lists depend on the value judgment of the
policy makers, in terms of weights given to economic and non-economic factors, as well as
on the degree of restrictiveness they impose on the specifications.
A study undertaken by Focus on the Global South and Transnational Institute in 2016
focuses on how the EU-Philippines FTA may “prevent effective regulation of the country’s
mining industry” by allowing foreign investors to have more rights in the Philippines.28 This
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EU-Philippines Business Network (EPBN), 2017, Advocacy Paper 2017: the EU and the Philippines: Partners for
Progress and Prosperity, Pages 58-65, accessed 16 March 2018 via:
http://epbn.ph/storage/app/media/publications/2017%20Advocacy%20Papers.pdf
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BRIONES, R. M., & GALANG, I. M. R., 2014, Prospects for a Philippines-European Union Free Trade Agreement:
Implications for Agriculture. DISCUSSION PAPER SERIES NO. 2014-05, Philippine Institute for Development
Studies, accessed 16 March 2018 via: https://dirp4.pids.gov.ph/webportal/CDN/PUBLICATIONS/pidsdps1405.pdf
27
MANZANO, G. N., 2014, An Analysis of the Philippine Offensive and Defensive Interests in the Non-agricultural
Sector: Inputs to the Philippines-European Union Free Trade Agreement. PIDS Discussion Paper Series, Philippine
Institute for Development Studies, accessed 16 March 2018 via:
https://www.econstor.eu/bitstream/10419/126969/1/pidsdps1404.pdf
28
OLIVET, C., GARGANERA, J., SEVILLA, F., & PURUGGANAN, J., 2016, Signing away sovereignty, How investment
agreements threaten regulation of the mining industry in the Philippines, Alyansa Tigil Mina, Focus on the Global
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report compares the EU-Philippines FTA with investor protection clauses in the mining
industry within Bilateral Investment Treaties (BITs) and warns that by entering into
investment treaties, the Philippines opens itself further to mining companies’ law suits and
recommends it rescinds foreign investor protection instead of promoting it.
With regard to the potential impact on the EU, one noteworthy study is a study
commissioned by the Dutch government on the possible impact of six EU FTAs on its
economy.29 Using a bilateral gravity model to assess the impact on bilateral trade, trade
between third countries, and real GDP, it was found that the impact on Dutch real GDP is
slightly negative but negligibly small for all the FTAs. For the FTA with the Philippines, the
impact on Dutch employment was found to be small mainly because of the size of their
respective economies.
In 2016, DG Trade launched a stakeholder questionnaire to take into account stakeholder
opinions on the proposed EU-Philippines FTA.30 The findings indicate that there is a large
interest from EU businesses for trade with the Philippines, especially in the automotive, ICT,
pharmaceuticals, and agro-food and beverages sectors. Respondents indicated many
current laws impede EU investors from entering the Filipino market, for example restrictions
in the Filipino Constitution with regard to foreign ownership of utilities and other companies.
Stakeholders even noted that even though the Philippines is not an automotive producers, it
is seen as an important source of manufacturing materials for the EU automotive industry.
Although there are no current predictions on the impact on human rights in the Philippines
following implementation of the FTA, the human rights situation in the Philippines remains
an issue of high importance for the EU and is addressed in recent dialogues and reports.31
This has been evident in the relationship between trade and enforcement of human rights,
particularly under the EU’s GSP+ initiative. In a speech delivered on 24 January 2017,
Commissioner Malmström stated that the GSP+ mission to the Philippines, which took place
in early 2017, was set “to monitor developments in labor and human rights”. The EU
Delegation to the Philippines highlights in its webpage the EU Human Rights Country
Strategy for the Philippines which supports the Human Rights Defenders (HRDs), the Justice
sector, Economic, Social and Cultural rights and children affected by armed conflict. 32
Table 1 provides a non-exhaustive list of some of the recent and relevant sources that the

Study Team will draw upon.

South and Transnational Institute, accessed 16 March 2018 via:
https://focusweb.org/system/files/Signing%20away%20sovereignty.pdf
29
OOMES, N., APPELMAN, R., ROUGOOR, W., SMITS, T., & WITTEMAN, J. Jr., 2016, Impact of Six EU Free Trade
Agreements on the Dutch Economy Commissioned by the Ministry of Foreign Affairs, the Netherlands, accessed 16
March 2018 via: https://www.rijksoverheid.nl/binaries/rijksoverheid/documenten/rapporten/2017/02/07/impactof-six-eu-free-trade-agreements-on-the-dutch-economy/bijlage-1kamerbrief-inzake-appreciatie-van-onderzoekthe-impact-of-six-free-trade-agreements-on-the-dutch-economy-uitgevoerd-door-seo-economischonderzoek.pdf+&cd=1&hl=nl&ct=clnk&gl=kr
30
The European Commission, 2016, Questionnaire on a free trade agreement with the Philippines, Feedback from
Industry stakeholders accessed 16 March 2018 via:
http://trade.ec.europa.eu/doclib/docs/2016/july/tradoc_154827.pdf
31
The EU Special Incentive Arrangement for Sustainable Development and Good
Governance ('GSP+') assessment of the Philippines covering the period 2016 – 2017, accessed 16 May 2018 via:
http://trade.ec.europa.eu/doclib/docs/2018/january/tradoc_156546.pdf
32
Delegation of the European Union to the Philippines, 2016, Philippines and the EU, accessed 16 March 2018 via:
https://eeas.europa.eu/delegations/philippines/1694/philippines-and-eu_en
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Table 1: Indicative and non-exhaustive list of data sources
Institution

European Commission

UNCTAD

UN OCHCR
UN COMTRADE

World Bank Group

Organisation for Economic
Cooperation and Development

Asian Development Bank
Ministry of Trade
Philippines Statistics
Authority

Philippine Institute for
Development Studies

Council for Health and
Development (CHD)
Philippines

Title
EU Barometer
EUROSTAT Database
TARIC Database
Trade Sustainability Impact Assessment for the FTA
between the EU and ASEAN
Handbook for Trade Sustainability Impact Assessment
(2nd edition)
Guidelines on the analysis of human rights impacts in
impact assessments for trade-related policy initiatives
EU Proposed Texts for the Trade Deal with the
Philippines
Questionnaire on a free trade agreement with the
Philippines, Feedback from Industry stakeholders
The future of EU trade policy
EU-Philippines relations, Beyond trade and aid?
Philippines and the EU
Report from the Commission to the European
Parliament and the Council: Report on the Generalised
Scheme of Preferences covering the period 2014 2015
Report from the Commission to the European
Parliament and the Council: Report on the Generalised
Scheme of Preferences covering the period 2016-2017
Global Investment Trends Monitor, 24
International Investment Agreements Navigator
The Philippines Country Fact Sheet
Human Rights Indicators: A Guide to Measurement and
Implementation
Universal Periodic Review - Philippines
International Trade Statistics Database
The World Integrated Trade Solution (WITS) Statistics
Database
Doing Business 2016 (Regional Profile East Asia and
Pacific)
Philippines Economic Quarterly reports
World Investment and Political Risk
Philippines Country Profile
International Investment in Southeast Asia
Economic Survey of the Philippines
The Philippines Economic Forecast Summary
Trade and tariff profiles for the Philippines
Trade in value added and global value chains profile for
the Philippines
Asian Development Outlook (plus supplements)
ADB and the Philippines: Fact Sheet
Statistical Summary
Philippines Statistical Yearbook
Gender Statistics on Labour and Employment
Prospects for a Philippines-European Union Free Trade
Agreement: Implications for Agriculture

Year
Most Recent
Most Recent
Most Recent
2009

An Analysis of the Philippine Offensive and Defensive
Interests in the Non-agricultural Sector: Inputs to the
Philippines-European Union Free Trade Agreement
Implications of an EU FTA to the Philippine Labour
Market
Environmental Aspects of a Potential PhilippinesEuropean Union Free Trade Agreement
EU-PH FTA: A Bitter Pill to Swallow, Position Paper

2014
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2016
2015
2017
2016
2017
2017
2016
2016

2018

2016
2013
2016
2012
2017
Most Recent
2016
2016
2017
2012
2016
2016
2016
2016
2017
2015
2016
2016
2016
2017
2017
2014

2014
2014
2016
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Institution
Economist Intelligence Unit
Human Rights Watch
EU-Philippines Business
Network (EPBN)
the Ministry of Foreign Affairs,
the Netherlands
Alyansa Tigil Mina, Focus on
the Global South and
Transnational Institute
IBON Foundation

2.3.

Title
Philippines Country Profile
World Report 2017: the Philippines
Advocacy Paper 2017: the EU and the Philippines:
Partners for Progress and Prosperity
Impact of Six EU Free Trade Agreements on the Dutch
Economy
Signing away sovereignty, How investment agreements
threaten regulation of the mining industry in the
Philippines
Health Hazards of an FTA with the European Union:
The Philippine Case (DRAFT)

Year
2016
2017
2017
2016
2016

2010

Methodology & Data Sources

As noted in the European Commission’s Handbook for Trade Sustainability Impact
Assessment (2nd edition) 33 , the methodology for an ex-ante SIA seeking to estimate the
economic, social, human rights and environmental impacts from a potential free trade
agreement must adopt an integrated approach that combines quantitative and qualitative
approaches. This section highlights the methodological approach to be undertaken in this
SIA, specifically with reference to: (i) the liberalisation and baseline scenarios; (ii) the
economic impact assessment; (iii) the social impact assessment; (iv) the human rights
impact assessment; and (v) the environmental impact assessment.
2.3.1. Scenario construction
In order to conduct an ex-ante analysis on the potential impacts that may arise from a free
trade agreement between the EU and Philippines, it is imperative that various scenarios be
designed modelling the degree of liberalisation that may be achieved. For the purposes of
this study, it is envisaged that two liberalisation scenarios will be designed, reflecting (i) an
‘ambitious’ degree of liberalisation under the EU-Philippines FTA; and (ii) a more
‘conservative’ degree of liberalisation.
The elements to be included in each liberalisation scenario will be based on several inputs.
As a first step, feedback from members of the European Commission involved in the
ongoing negotiations will be important for understanding the EU’s aims and objectives with
respect to the agreement; the potential scope of liberalisation that may be reasonably
achieved; as well as the areas of greatest sensitivity within negotiations. Second, drafts of
proposed chapters that have been released by the Commission following prior rounds of
negotiations will be reviewed to inform the degree of liberalisation being sought. Third, since
the completed FTAs between the EU and, respectively, Singapore and Vietnam are viewed
as reference points for other EU agreements with ASEAN members, the texts of these
agreements will also prove useful in examining the potential liberalisation that may arise as
a result of a completed FTA with the Philippines. Finally, the Study Team will seek to ensure,
to the greatest possible extent, that the two scenarios are in alignment with those used in
the formal economic modelling being undertaken internally by DG TRADE so as to ensure
that the model’s outputs meaningfully reflect the accompanying qualitative analyses.

33

European Commission, 2016, Handbook for Trade Sustainability Impact Assessment 2 nd edition, accessed on 29
March 2018 via http://trade.ec.europa.eu/doclib/docs/2016/april/tradoc_154464.PDF
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Overall, it is expected that the scenarios developed by the Study Team will include varying
degrees of assumed liberalisation with respect to:
 Tariff reduction;
 Removal of non-tariff barriers;
 Regulatory convergence;
 Access for EU (Filipino) firms to the Philippines’ (the EU’s) public procurement
market;
 Rules of origin; and
 Improved protection for, and access to, EU (Filipino) investment in the Philippines
(the EU).
Any estimated changes that arise from these scenarios must necessarily be compared to a
baseline scenario that reflects the expected outcomes that may be envisaged as arising in
the absence of the successful completion of an agreement. The baseline scenario that will
also be constructed is more than a reflection of the current status quo and should take into
account the expected evolution of certain factors that may be reasonably anticipated. To
this end, the construction of the baseline scenario will review recent trends and the
implementation of existing policies in the EU and Philippines and seek to reasonably project
these over a mid-term time horizon. Where the expected future outcome resulting from
some driving factor is viewed as being particularly uncertain, this will be noted and
subjected to sensitivity analyses in order to ascertain any potential bias arising from the
scenario’s assumptions.
The baseline scenario will be projected to a timeline that is in line with that employed in the
formal economic modelling conducted internally by DG TRADE (i.e. 2032) and take into
account the successful implementation of a number of free trade agreements that have not
yet come into force. For the specific sectoral analyses and for each independent dimension
of sustainability being assessed – economic, social, human rights or environmental –
additional assumptions may be incorporated in order to improve the analysis being
undertaken. The ultimate decisions regarding what to include in the baseline scenario will
occur at the onset of the interim phase of the study and be made in coordination with the
European Commission’s Inter-Service Group (ISG).

2.3.2. Economic Impact Assessment
Quantitative approach
In order to quantitatively estimate the potential economic impacts of a free trade agreement
between the EU and the Philippines, the SIA will rely on a multi-region Computable General
Equilibrium (CGE) model based on the framework of the Global Trade Analysis Project
(GTAP). The modelling work itself will be carried out by the Chief-Economist and Trade
Analysis Unit (G2) of DG TRADE, while interpretation, analysis and recommendations on the
CGE model will be undertaken by the Study Team. While not without certain limitations, a
CGE model represents the most effective quantitative approach for providing an ex-ante
assessment of the impact of a potential free trade agreement. By taking a holistic view of
the global economy, the model is able to more accurately reflect the impacts from a
bilateral agreement between the EU and the Philippines through the incorporation of
economy-wide efficiency and distributional impacts together with resource constraints and
sectoral interlinkages. Furthermore, the results of the CGE model will also serve as
important inputs for the social, human rights and environmental impact assessments. The
CGE Model indicators to be explored include welfare, GDP, trade flows (imports and
outputs), sectoral output, consumer prices, wages, sectoral employment, reallocation of
jobs and CO2.
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The estimates for CGE indicators will be presented in terms of expected changes relative to
the model’s pre-determined baseline scenario with a projected timeline horizon of 2032.
Included in the baseline will be all FTAs signed up to 2011 as well as the number of FTAs
completed since 2011. 34 As elsewhere, results will be generated separately for both an
‘ambitious’ and ‘conservative’ liberalisation scenario. The specific assumptions used in these
scenarios will incorporate varying degrees of assumed liberalisation for tariffs on agricultural
products, tariff rate quotas and the removal of non-tariff barriers; while employing the same
assumptions with respect to the removal of tariffs on services and non-agricultural goods. In
total, two simulations for each scenario will be run: one that models the bilateral EUPhilippines FTA and another that takes into account the simultaneous completion of FTAs
that the EU is currently negotiating with other ASEAN partners (Indonesia and Malaysia). A
more technical summary of the CGE model used for this study as well as its assumptions
will be provided to the Study Team by DG TRADE and included in the Interim Report.
The model to be employed for the SIA uses the version 9 database of GTAP, which includes
140 countries/regions and 57 disaggregated sectors. As outlined in Table 2, the model will
include results for 20 countries/regions35 as well as 31 sectors.
Table 2: Regional and Sectoral Aggregations used in the CGE Model
Countries
Regions
Sectors
1. EU-27
2. Indonesia
3. Philippines
4. Malaysia
5. Vietnam
6. Singapore
7. Thailand
8. Turkey
9. Japan
10. Australia & New
Zealand
11. China & Hong Kong
12. USA
13. India
14. Korea
15. Canada

1. High Income Countries
2. ASEAN Least Developed
Countries
3. Other Least Developed
Countries
4. Other Developing Countries
5. Rest of World

34

1.
2.
3.
4.

Cereals
Paper
Fruits & Vegetables
Chemical, rubber &
plastic products
5. Sugar
6. Metal products
7. Red meat
8. Motor vehicles &
parts
9. Other animal
products
10. Other transport
equipment
11. Dairy
12. Electronics
13. Forestry & Wood
14. Other machinery
15. Fishing
16. Other
manufacturing
17. Fossil fuels
18. Utilities: energy
19. Other minerals
20. Utilities: water
21. Vegetable Oils &

These include the following FTAs: EU-Korea, Canada-EU FTA, Western Africa & SADC, EU-Singapore, EU-Vietnam,
Pakistan-India, Philippines -Chile, Philippines -Australia, Philippines -Turkey, Trans-Pacific Partnership, EFTAPhilippines
35
This is broken down into 15 countries and 5 regions.
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oilseeds
22. Water transport
23. Processed food
24. Other transport
25. Beverages
&
tobacco
26. Financial services
27. Textiles
28. Other
business
services
29. Wearing apparel
30. Other services
31. Retail;
Communication;
Recreational
and
other
services;
Public
Administration,
Defense, Education,
Health; Dwellings

Qualitative approach
In order to complement the quantitative analysis and provide a more detailed assessment of
the economic impacts from a potential EU-Philippines FTA, various qualitative approaches
will also be employed for the SIA. This is necessary for various reasons, but is due, in part,
to some of the limitations inherent in the CGE model. To begin, the higher level of sectoral
and regional aggregation used in the GTAP database requires that qualitative approaches be
used to complement the formal modelling so as to better understand the nature of the
impact on various sub-sectors and regions (e.g. in the case of developing countries). This is
particularly relevant with respect to non-tariff barriers impacting trade in agricultural
products since this study’s CGE model will not be able to provide robust estimates of these
barriers.
As such, one of the first tasks that the Study Team will undertake is to carry out a review of
the barriers – tariff and non-tariff – affecting bilateral trade between the EU and the
Philippines, as well as to assess their impact. This review will be of particular relevance to
non-tariff barriers and will consider, inter alia, sanitary and phytosanitary measures (SPS),
technical regulations, local content requirements, export restrictions (including export taxes,
licences, prohibitions and other restrictions), customs procedures, conformity assessments
and certification/registration requirements, import licensing, standard compliance, and
intellectual property protection for trade in goods. With respect to services, additional
consideration will be given to, inter alia, barriers to labour mobility and mutual recognition
of qualifications. Non-tariff barriers that will be reviewed concerning horizontal issues
include, inter alia, investment barriers, barriers to access to public procurement,
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competition policy (including subsidies), special conditions or privileges given to or by SOEs
and restrictions on e-commerce. This review, together with an assessment of the potential
scope of liberalisation under an EU-Philippines FTA, will influence the construction of the two
liberalisation scenarios while highlighting the areas that are most likely to be impacted by
an agreement.
The exact qualitative approach to be employed will vary according to sector and be
determined independently for each that is selected for in-depth analysis. Where relevant,
case studies will be used to highlight the potential impact that may be expected to arise as
a result of an agreement.
In reference to assessment of the potential impact on small- and medium-sized enterprises,
the SIA will adhere to the European Commission’s Better Regulation Guidelines and
accompanying “Toolbox”. Specifically, the assessment will adhere to the guidance provided
on SMEs by employing its recommended “SME Test”. Together with a review of available
data on SMEs in the EU, this procedure will rely heavily on stakeholder consultation in order
to uncover the components of the proposed agreement that may particularly affect
European SMEs as well as the expected magnitude of these impacts. In undertaking the
analysis, consideration will be given to the impact that the agreement may have on SMEs’
competitiveness, compliance costs, administrative costs and market entry costs as well as
on the impact that the FTA may have on ease of establishment in Philippines for EU SMEs.
While attention to SMEs will be given throughout the study, particular attention to SMEs will
be provided in the detailed sectoral analyses, where additional insight will be provided on
the opportunities and threats for European SMEs that are more heavily involved in
international supply chains.
2.3.3. Social Impact Assessment
The primary basis for quantitatively assessing social impacts from an EU-Philippines FTA will
be derived directly from estimates provided by the CGE model. Specifically, the model’s
ability to provide estimates on wages and labour costs – both for skilled and unskilled labour
– as well as with respect to the anticipated reallocation of jobs and labour demand across
economic sectors will serve to inform the expected overall social impacts as well as those
relevant to specific sectors of the economy. This assessment will quantitatively estimate the
overall impact on job creation and for specific sectors, as well as the expected result on
professions and skill levels.
In order to properly illustrate the potential social impacts from an EU-Philippines FTA, it is
necessary that the quantitative assessment be complemented by a series of qualitative
approaches. In terms of the qualitative approach of the social issues and the related impact
assessment in the inception report, a more detailed emphasis will be put on the Philippines
for the descriptive statistics of social indicators. The EU28 will be treated as one coherent
block due to its relative size, dwarfing the Philippine economy in comparison. Therefore, it is
anticipated that the adjustment costs in the Philippines may be greater compared to those
in the EU28. A degree of ambiguity currently remains in the literature regarding the exact
extent FTAs specifically influence social factors in developing countries, where a shifting
balance of economic activity could contribute to improved wages in some sectors and
greater competitive pressures in others. Besides, all new generation EU FTAs include legally
binding provisions on social elements – in particular on international labour laws, standards

28

EUROPEAN COMMISSION
and conditions among others .36 37 38 The EU’s ambition to enhance working conditions and
the respect of international labour standards also in its FTA partner countries further
encourages the expectation of greater relative gains and losses in the Philippines. This
further relates to precedents where the labour provisions in FTAs with developing countries
may have contributed to labour law reforms and more efficient enforcement mechanisms in
these countries and thus shape social issues in developing countries.39 As such, the Study
Team will also include regulatory analysis to highlight the potential social impact of the FTA.
In this respect, a further area of emphasis will be an assessment of the extent to which it is
foreseen that the FTA will impact the effective implementation of the ILO Core Labour
Standards and fundamental conventions as well as the realisation of other strategic
objectives of the ILO Decent Work Agenda – e.g. job creation, social protection,
occupational health and safety, labour inspections and social dialogue. Additional
consideration will be given to the potential for the FTA to promote advancement of
internationally agreed principles and guidelines on Corporate Social Responsibility (CSR) and
Responsible Business Conduct (RBC).
To achieve these objectives, the first step will be to undertake a comprehensive screening
and scoping exercise that highlights: (i) the relevant social issues40 in the Philippines and, to
a lesser extent, the EU; (ii) the components of a potential FTA that may enhance or
exacerbate these existing social issues; and (iii) the particular groups most likely to be
impacted by the agreement. With respect to the latter, emphasis will be placed on the
potential impact on women and vulnerable groups (e.g. low income, youths, people with
disabilities, ethnic minorities, indigenous peoples, skilled & unskilled workers and older or
less educated consumers among others). To more effectively accomplish these goals,
stakeholder feedback will serve a crucial role and be used to inform the Study Team of the
groups likely to be impacted; of the focal issues relevant to stakeholder interests; and of
the manner in which stakeholders foresee being impacted.
In assessing the social impacts that may arise as a result of an EU-Philippines FTA, a
preliminary list of indicators that will be used is compiled in Table 3.
Table 3: Preliminary list of indicators for the social impact assessment
Indicator

Description

Source

Employment

Employment-to-population ratio to measure
the proportion of the country’s working age
population that is employed.

National statistics /
UNDP

Female
employment

Share of women in wage employment

World Bank (WB)
Data; National
statistics

Youth

The unemployment rate for the age group 15

ILO; National
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The International Labour Organisation, 2015, Social Dimensions of Free Trade Agreements, accessed 14 May
2018 via: http://www.ilo.org/wcmsp5/groups/public/---dgreports/---inst/documents/publication/wcms_228965.pdf
37
The International Labour Organisation, 2016, Assessment of Labour Provisions in Trade and Investment
Arrangements, accessed 25 May 2018 via: http://www.ilo.org/wcmsp5/groups/public/---dgreports/--inst/documents/publication/wcms_498944.pdf
38
The International Labour Organisation, 2017, Handbook on Assessment of Labour Provisions in Trade and
Investment Arrangements, accessed 25 May 2018 via: http://www.ilo.org/wcmsp5/groups/public/---dgreports/--inst/documents/publication/wcms_564702.pdf
39
Among others the EU-Colombia-Peru and EU-Moldova Agreements.
40
Please refer to section 3.1. of the Inception report for a concrete understanding of the relevant social issues
addressed.
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unemployment

to 24 years.

statistics

Wages

Average real wages; minimum wage, and
average real wage growth.

National statistics

Social
Protection
Rating

Assessment of government policies in social
protection and labour market regulation that
reduce the risk of becoming poor, assist
those who are poor to better manage further
risks and ensure a minimum level of welfare
to all people

Country Policy and
Institutional
Assessment (CPIA)
World Bank

Social Inclusion
Rating

Assessment of policies for social inclusion
and equity cluster, including gender equality,
equity of public resource use, building human
resources, social protection and labour and
policies and institutions for environmental
sustainability

CPIA World Bank

Poverty rate

Proportion of the population below the
international poverty line of USD 1.90 per
day

World
Bank
/
National Statistics

Civil Liberties
Index

Assessment of civil liberties in a country
covering indicators on freedom of expression
and belief; associational and organisational
rights; rule of law; and personal autonomy
and individual rights

Freedom House

Inequality rate

Gini coefficient

World Bank

Education

Expenditure on education as a % of GDP
Average years of schooling, by gender
Adult Literacy rates
Net enrolment rate, primary and secondary,
by gender and overall

World Bank; UN

Health

Infant mortality
Rates of communicable diseases
Universal health coverage
Expenditure on healthcare as a % of GDP

WHO

Implementation
of ILO Core
Labour
Standards

Freedom of Association and Protection of the
Right to Organise Convention, 1948 (No. 87)
Right to Organise and Collective Bargaining
Convention, 1949 (No. 98)
Forced Labour Convention, 1930 (No. 29)
Abolition of Forced Labour Convention (No.
105), 1957
Minimum Age Convention, 1973 (No. 138)
Discrimination (Employment and Occupation)
Convention, 1958 (No. 111)
Worst Forms of Child Labour Convention,
1999 (No. 182)
Equal Remuneration Convention, 1951 (No.
100)

ILO
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2.3.4. Human Rights Impact Assessment
In line with the European Commission’s Guidelines on the analysis of human rights impacts
in impact assessments for trade-related policy initiatives, assessing the impacts on human
rights from an EU-Philippines FTA will begin with a screening and scoping exercise. Here,
the goal is to identify the policy measures that are most likely to impact human rights and
the specific rights and groups that are most likely to be impacted. Since the potential
agreement is expected to have a greater impact on the human rights situation within the
Philippines than within the EU, the analysis will focus its efforts on the former. In a similar
vein as for the assessment of social impacts, the element of proportionality combined with
the status of the Philippines as a developing country steers anticipation towards greater
adjustment costs in the Philippines compared to the EU28 for human rights impacts as well.
This is further increased by the commitment of the European Union to integrate human
rights considerations in its FTA negotiations.
The EU in its FTA negotiations actively encourages its partner countries to comply with the
implementation of international human rights frameworks, but also seek to create a levelplaying field with its partner countries by not lowering existing standards for the sake of
increased trade.41 This has notably come in the shape of provisions by establishing links to
existing agreements like a Partnership and Co-operation Agreement in which human rightsrelated provisions are addressed. This has for example been the case for the EU-Vietnam
FTA.42
Within this exercise, the list of rights identified will be classified according to the criteria of
“direct v. indirect” and “major v. minor” and will focus on the existing regulatory framework
in the Philippines as well as on any currently sensitive human rights issues that may exist. A
list of non-exhaustive sources that will be used for the screening and scoping exercise
includes the following:
i.
ii.
iii.
iv.
v.
vi.

The EU Reports on Human Rights and Democracy in the World;
The EU Human Rights Strategy for the Philippines;
Philippines Roadmap for engagement with Civil Society;
UN reports from Treaty-based or Charter-based procedures;
EU-Philippines Partnership and Cooperation Agreement; and
The EU Special Incentive Arrangement for Sustainable Development and Good
Governance ('GSP+') assessment of the Philippines covering the period 2016 2017

Equally important will be the information gathered through the stakeholder consultation
process, which will assist in identifying potential impacts and the groups that may be more
affected – positively or negatively – by the successful completion of the FTA.
Once the measures, rights and groups most likely to be impacted are identified, the
assessment will proceed with a detailed analysis of the potential impacts. Here, two
liberalisation scenarios – one ‘conservative’ and one ‘ambitious’ – will be employed to
determine the short- and long-term effects of an agreement on human rights in comparison
with a baseline scenario designed to capture the outcome on human rights in the absence of
any agreement. Since any impact on human rights would likely extend into numerous
41

The EU Directorate General for Trade, 2017, Trade and Sustainable Development (TSD) chapters in EU Free
Trade Agreements (FTAs), pp. 2-3, accessed 14 May 2018 via:
http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155686.pdf
42
The European Commission, 2016, Commission Staff Working Document: Human Rights and Sustainable
Development in the EU-Vietnam Relations with specific regard to the EU-Vietnam Free Trade Agreement, accessed
14 May 2018 via: http://trade.ec.europa.eu/doclib/docs/2016/january/tradoc_154189.pdf
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sectors and areas, the analyses on the other three pillars of sustainability will also be
utilised in informing the assessment. Beyond the impact from market access components of
the FTA, the SIA will look at the impact from rules and standards that are included in the
FTA in order for the analysis to be comprehensive. For example, provisions on transparency
and good regulatory practices which can contribute to facilitating trade and investment 43
could have impacts on good governance.
Since quantification of the impacts associated with human rights are often difficult, the
primary analysis will be qualitative in nature and aided by the inclusion of case studies,
where relevant. However, quantitative results from the formal economic modelling and
detailed sectoral analyses will be used where relevant, with additional data from relevant
indicators employed where possible. A non-exhaustive list of rights that will be considered is
given in Table 4, alongside a preliminary list of indicators that will be analysed.

43

E.g. by increasing convergence to international standards and reducing NTBs through impact assessments, and
by ensuring that traders and investors can operate in a transparent and predictable legal environment.
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Table 4: List of human rights and preliminary list of indicators for human rights assessment
List of Human Rights
1.
2.
3.
4.
5.
6.
7.
8.
9.
10.
11.
12.
13.
14.
15.
16.

17.
18.
19.
20.

Right to an adequate
standard of living
Right to the best
standards of physical and
mental health
Right to education
Equal rights for men and
women
Right to take part in
cultural life
Right to enjoy the
benefits of scientific
progress
Freedom from torture
and arbitrary detention
Right to liberty and
security of person
Right to freedom of
movement
Right to a fair hearing
Right to privacy
Right to freedom of
religion, expression, and
peaceful assembly
Right to family life
Rights of children to
special protection
Right to participate in
public affairs
Special rights of
members of ethnic,
religious and linguistic
minorities
Freedom of speech
Right to energy
Right to water and
sanitation
Right to food

Preliminary Indicators

Description of Indicators

Source

1.

Status of ratification of the 18
international human rights
treaties and optional protocols

Expression by the State of its consent to
be bound by a human rights treaty under
international law

OHCHR

2.

Number of communications
(individual cases) transmitted
by the United Nations Working
Group on Enforced or
Involuntary Disappearances and
the proportion of these
responded to effectively by the
Government (clarified or
closed)

The proportion of individual cases
transmitted by the UN Working Group on
Enforced or Involuntary Disappearances
during the reference period, for which the
clarification provided by the Government,
based
on
its
investigations
and
information,
clearly
establishes
the
whereabouts of the disappeared person
according to the WG. The indicator serves
as a proxy for the State’s respect and
protection to the right to life in
conformity with article 6 of the ICCPR

UN
Working
Group
on
Enforced
or
Involuntary
Disappearances
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3.

Proportion of the targeted
population covered under public
nutrition supplement
programmes

Proxy for fulfilment of the right to
adequate food. The indicator captures
efforts by the State in promoting and
providing
nutrition
supplement
programmes
and
ensuring
that
vulnerable or undernourished population
groups are adequately covered by such
programmes. It is also relevant to the
right to health.

FAO

4.

Infant mortality rate

According
to
the
OHCHR,
“infant
mortality rate is a key socioeconomic
statistic for many human rights, including
the right to life, the right to life, the right
to health and the right to adequate food.”

WHO, UNICEF

5.

Social Protection Rating

Assessment of government policies in
social protection and labour market
regulation that reduce the risk of
becoming poor, assist those who are poor
to better manage further risks and
ensure a minimum level of welfare to all
people

ILO

6.

Social Inclusion Rating

Assessment of policies for social inclusion
and equity cluster, including gender
equality, equity of public resource use,
building
human
resources,
social
protection and labour and policies and
institutions
for
environmental
sustainability

CPIA
Bank

7.

Poverty rate

Proportion of the population below the
international poverty line of EUR 1.90 per
day

World Bank

8.

Civil Liberties Index

Assessment of civil liberties in a country
covering indicators on freedom of
expression and belief; associational and
organisational rights; rule of law; and
personal autonomy and individual rights

Freedom House

9.

Gender Equality Rating

Assessment of the extent to which a
country has installed institutions and
programs to enforce laws and policies
that promote equal access for men and

CPIA
Bank
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women in education, health, the economy
and protection under law
10. Voice and Accountability Index

Assessment of citizens’ ability to select
their government, freedom of expression,
freedom of association and a free media
covering indicators on human rights,
press
freedom,
electoral
process,
freedom of association and assembly etc.

World Bank

11. Political Stability Index

Assessment of the likelihood of political
instability
and
politically
motivated
violence, including terrorism covering
indicators on armed conflict, social
unrest,
violent
demonstrations,
government stability etc.

World Bank

12. Government Effectiveness
Index

Assessment of the quality of public
services, civil service, policy formulation
and
implementation,
and
the
government’s commitment to its policies
covering indicators on bureaucracy,
quality of education, citizen satisfaction
etc.

World Bank

13. Regulatory Quality Index

Assessment of the government’s ability
to formulate and implement policy and
regulations that permit and promote
private sector development covering
indicators on discriminatory tariffs and
taxes,
price
controls,
investment
freedom,
burden
of
government
regulations etc.

World Bank

14. Rule of Law Index

Assessment of agents’ confidence in and
abide by the rules of society and
likelihood of crime and violence covering
indicators on crime, property rights,
confidence in the police force and judicial
system, the informal sector etc.

World Bank

15. Corruption Perceptions Index
(CPI)

Assessment of the perceived level of
public sector corruption in a country on a
scale of 0 (highly corrupt) to 100 (very
clean).

Transparency
International

16. Control of Corruption Index

Assessment of the extent to which public

World Bank

35

EUROPEAN COMMISSION

power is exercised for private gain and
involvement in the state by elites and
private interests covering indicators on
corruption, irregular payments, public
trust etc.
17. Civil Liberties Index

Assessment of political rights in a country
covering indicators on the electoral
process;
political
pluralism
and
participation;
and
functioning
of
government
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2.3.5. Environmental Impact Assessment
For the quantitative approach to assessing the environmental impacts from an EUPhilippines FTA, the analysis will utilise estimates from the CGE model on the expected
changes in carbon emissions resulting from the agreement as well as those on changes in
sectoral output. Environmental effects will, in this regard, be derived from estimated
changes in production and trade arising from the agreement.
In order to effectively illustrate the potential environmental impacts from the FTA, the study
will complement the quantitative estimates with a number of qualitative approaches. As a
first step, a screening and scoping exercise will be undertaken that seeks to achieve four
objectives: (i) identification of the key environmental issues relevant to sustainability
currently present in Philippines and in the EU; (ii) the regions and sectors most impacted by
these issues; (iii) the components of a potential agreement that are likely to produce the
greatest impact – positively and negatively – on these issues, regions and sectors; and (iv)
a review of the environmental regulatory framework in Philippines and in the EU.
Similar to the assessment of social and human rights impacts, significant emphasis will be
placed on the qualitative assessment of environmental impacts in the Philippines. Next to
the element of proportionality also addressed for the social and human right impact
assessment, the status of the Philippines as a developing country steers anticipation
towards greater adjustment costs for the Philippines compared to the EU28. The European
Commission has reiterated its commitment to include chapters on Trade and Sustainable
Development in its FTA negotiations. Therefore, EU FTAs not only seek the implementation
of international labour conventions, multilateral environmental agreements, sustainable
management of natural resources, but also seek to create a level-playing field with its
partner countries by not lowering existing standards for the sake of increased trade.44
The exact overall extent to which FTAs specifically influence environmental factors in
developing countries however remains ambiguous. As such, FTAs could influence the level of
CO2 emissions in the transport sector fuelled by an increase in long-distance trade, the risk
of unsustainable resource depletion, or drive farmers to improper land-use to mitigate the
effect of import competition if not addressed sufficiently in the FTA provisions. A further
environmental consideration could include concern about trade of goods produced with
different environmental standards in the EU.45 The Organisation for Economic Co-operation
and Development has further clarified the relationship between regional trade agreements
and the environment.46
Building on this screening and scoping exercise, the predicted changes in sectoral output
derived from the CGE model will then be used to qualitatively assess the potential
environmental impacts with respect to scale, structural, technological and product effects
that may arise as a result of the agreement. With respect to scale effects, the quantitative
estimates related to economic growth will be used to determine the impact on resource use
and biodiversity but also the potential for increased access to resources that may be used
toward environmental protection. Changes in sectoral output will, moreover, be
instrumental in performing a qualitative assessment of potential structural and production
44

The EU Directorate General for Trade, 2017, Trade and Sustainable Development (TSD) chapters in EU Free
Trade Agreements (FTAs), pp. 2-3, accessed 14 May 2018 via:
http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155686.pdf
45
Simon, F., 2017, Calls grow for ‘green clause’ in EU trade deals, Euractive, accessed 15 May 2018 via:
https://www.euractiv.com/section/energy-environment/news/calls-grow-for-green-clause-in-eu-trade-deals/
46
The Organisation for Economic Co-operation and Development, Environment and Regional Trade Agreements,
accessed 25 May 2018 via: http://www.oecd.org/env/environment-and-regional-trade-agreements.htm
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effects through changes in production and consumption patterns and the use of specific
goods and services that may be expected to arise as a result of an agreement. A
preliminary list of the key indicators to be assessed is provided in Table 5.
Table 5: Preliminary list of indicators for environmental impact assessment
Indicator
1. Greenhouse
gas
(GHG) emissions
2. Air quality
3. Energy use
4. Water quality and
resources

5. Land use

6. Waste and waste
management
7. Biodiversity

8. Forest
Coverage

Area

Description
UN MDG indicator on total CO2
emissions and per capita emissions
PM2.5 exposure
Sulphur dioxide
Nitrous oxide emissions
Energy consumption by sector and fuel
type; intensity of energy use
Freshwater
quality:
waste
water
treatment connection rates
Intensity
of
use
of
Freshwater
resources
Microplastic particles per square metre
Increased
competition
for
land
resources (and potential resource
scarcity)
between
staple
crops,
commodity crops and livestock; leading
to
either
intensification
of
crop/livestock production (where inputs
are available) or agricultural expansion
for increased cropland and grassland
(leading to deforestation, soil erosion,
loss of biodiversity and various others)
Municipal waste per capita, municipal
waste recovery rates
Proportion of terrestrial and marine
areas protected; number of threatened
species; number of invasive alien
species
Forest area as a percentage of land
area, tree cover loss/gain, tree cover
%, deforestation/reforestation rates,
LULUCF-related CO2 emissions, carbon
stocks

Source
UN; IEA Country Profiles
WHO;
World
Bank;
national statistics
National statistics; UN;
IEA Country Profiles
World Bank / UNEP

FAOSTAT; available up
until 2014/2015; FAO
Global
Resources
Assessment

IEA Country Profiles
CBD,
GBIF
and
InforMEA
Country
Profiles
World Bank; available
up until 2015; FAO
Global
Resources
Assessment;
Global
Forest Watch

An additional qualitative assessment will be made by examining the potential interaction
between the FTA and the Multilateral Environmental Agreements (MEAs) to which either the
Philippines or the EU are a signatory. The study will also utilise qualitative approaches for
assessing the extent to which a potential agreement can contribute to greening the
economy, resource efficiency objectives and toward the promotion of sustainable
consumption and production. Where relevant, case studies will be employed towards these
ends. A non-exhaustive list of MEAs to be considered in this analysis includes the following:

i.

Multilateral Environmental Agreements signed, ratified and acceded by the
Philippines and the EU, including:
Basel Convention on the Control of Transboundary Movements of Hazardous
Wastes and Their Disposal
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ii.
iii.
iv.
v.
vi.
vii.
viii.
ix.
x.
xi.
xii.
xiii.
xiv.

Cartagena Protocol on Biosafety (CPB)
Convention on Biological Diversity (CBD)
Convention on International Trade in Endangered Species of Wild Fauna and Flora
(CITES)
Convention on the Conservation of Migratory Species of Wild Animals
Kyoto Protocol
Montreal Protocol on Substances that Deplete the Ozone Layer
Paris Agreement
Ramsar Convention on Wetlands of International Importance especially as
Waterfowl Habitat
Rotterdam Convention on the Prior Informed Consent Procedure for Certain
Hazardous Chemicals and Pesticides in International Trade
Stockholm Convention on Persistent Organic Pollutants;
United Nations Convention to Combat Desertification
United Nations Framework Convention on Climate Change
Vienna Convention

In addition to conducting environmental impact assessments for the sectors selected for indepth analysis, the SIA will also devote specific attention to the potential environmental
impacts from the agreement in two further areas. Firstly, an assessment will be made of the
emissions related to the most energy-intensive sectors and for primary energy producing
sectors. Secondly, an analysis of the environmental impacts from the potential increase in
trade-related transportation services will be conducted.
2.3.6. Cross-Cutting Issues
There are several cross-cutting issues which the Study Team will further analyse,
particularly the impact of the proposed FTA on the least-developed countries (LDC), SMEs
and consumers.
For all non-sector specific issues such as public procurement, establishment/investment,
labour mobility, trade facilitation, etc., a detailed characterisation is required of the main
sectors involved (main type of goods and services traded or of relevance in these areas).
The Philippines is not classified as an LDC. However, given the range of goods and services
traded between the Philippines and the EU, it is a possibility that some LDCs, currently
receiving preferences under the Everything But Arms (EBA) initiative of the EU’s Generalised
Scheme of Preferences (GSP) may be affected by export competition and replacement of
their exports, by exports from the Philippines. Additionally, as a result of the increased
market access privileges that the Philippines may attain under the proposed FTA (modest as
they may be compared with GSP+ preferences), there may be a further reduction in the
value of preferences received by these LDCs.
In reference to assessing the potential impact on small- and medium-sized enterprises
(SMEs), the SIA will utilize the European Commission’s Better Regulation Guidelines and
accompanying “Toolbox” related to assessing regulatory changes impact on SMEs.
Together with a review of available data on SMEs in the EU, this procedure will rely heavily
on stakeholder consultation in order to uncover the components of the proposed agreement
that may affect European SMEs, as well as, the expected magnitude of these impacts.
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The SME Test analyses the possible effects of EU legislative proposals on SMEs. By assessing the costs
and benefits of policy options, it helps implement the 'Think Small Principle' and improve the business
environment.47 The SME Test implements the 'think small principle' through:



preliminary assessment of businesses likely to be affected;



consultation with SMEs and SME representative organisations;



measurement of the impact on SMEs (cost-benefit analysis); and



use of mitigating measures, if appropriate.

In undertaking the analysis, consideration will be given to the impact that the agreement
may have on SMEs’ competitiveness, compliance costs, administrative costs and market
entry costs as well as on the impact that the FTA may have on ease of establishment in the
Philippines for EU SMEs. While attention to SMEs will be given throughout the study,
particular attention to SMEs will be provided in the detailed sectoral analyses, where
additional insight will be provided on the opportunities and threats for European SMEs that
are more heavily involved in international supply chains.
Additionally, given the importance of global value chains (GVCs) across different countries,
the Study Team will assess how a potential EU-Philippines FTA will impact production, trade
and investments in both parties. It has been recognised that in order for GVCs to operate
efficiently, FTA provisions concerning behind-the-border policies should be carefully
reviewed and disciplined. The Study Team will further analyse the impact of the EUPhilippines FTA on GVCs in the Interim Report.

47

European Commission, SME Test, accessed on 2 April 2018 via https://ec.europa.eu/growth/smes/businessfriendly-environment/small-business-act/sme-test_en
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3.

Preliminary Screening and Scoping of Impacts

In this section, we will provide a preliminary screening of the trade and sustainable interests
of both the EU and the Philippines, highlighting trade and economic indicators, social
indicators, human rights indicators and environmental indicators.. Following this baseline
analysis, we will further delve into the proposed sector selection, dissecting the general
approach that the Study Team will take, while highlighting the impact on SMEs.

3.1.

Baseline (Preliminary Screening of issues)

In this sub-section, the Study Team will provide an overview of trade and economic
indicators such as trade in goods, trade in services, GDP per capita and output, FDI and
SMEs. These indicators will be specified by the sectors that are of primary importance in
trade between the EU and the Philippines. An overview of social indicators will seek to
analyse issues such as unemployment, inequality, labour rights, health and education, while
human rights indicators will capture issues related to gender equality, commitments to
international human rights standards, as well as good governance and the rule of law.
Additionally, an overview of environmental indicators will be provided and focuses on issues
such as CO2 emissions, land use, air quality, water quality and waste management.
Understanding these indicators will provide a foundation for understanding the current
situation in both the EU and the Philippines, and to understand any trade-related, social,
human rights or environmental issues currently at play. This will then form the basis for
analysing development priorities of the FTA negotiations and their potential impacts on the
EU-Philippines negotiations during the research for the Interim Report. Finally, the
distribution of each indicator per sector will be added – where existing data allows it – as a
reference point for the proposed sector selection under Section 3.2 of this Report.
Furthermore, it is important to understand the expected scope of the negotiated FTA, in
order to anticipate its implications for the trade-related, social, human rights and
environmental variables taken into account. With sustainability as a core objective of the
EU’s current trade policy, a Chapter on Trade and Sustainable Development to further
emphasise this commitment is to be expected. Existing precedence have included binding
provisions which have promoted the effective implementation of international rules on trade
and sustainability. This includes labour rights conventions, as well as multilateral
environmental agreements. 48 In addition, it aims to avoid a race to the bottom by
committing each party not to relax its social and environmental laws for the promotion of
trade and investment, but rather to pursue their continuous improvement and high levels of
protection for workers and for the environment. Finally, provisions regarding the sustainable
management of natural resources are to be anticipated as well.
3.1.1. Preliminary Economic Screening and Scoping Exercise
The potential economic effects that may result from an EU-Philippines FTA will depend, inter
alia, on the contents of the ultimate FTA, the speed at which liberalisation takes place, and
the internal conditions within the two sides. While the specific liberalisation scenarios
analysed in this SIA will be determined in the Interim phase of the Study, this section will
attempt to undertake a preliminary screening and scoping exercise of the areas of an EUPhilippines FTA that may be viewed as being relevant for further inquiry with respect to
economic impacts.
48

The EU General Directorate for Trade, 2017, Trade and Sustainable Development (TSD) chapters in EU Free
Trade Agreements (FTAs), accessed 14 May 2018 via:
http://trade.ec.europa.eu/doclib/docs/2017/july/tradoc_155686.pdf
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By reducing the barriers to trade between the partner countries, free trade agreements
promote increased specialisation and deepening of respective comparative advantages. In
general, the removal or reduction of tariffs and non-tariff barriers to trade generate
increased access to the goods and services that flow between FTA partners while promoting
reduction in prices. In the aggregate, literature suggests that these effects can lead to
overall increases in the trade in goods and services and growth in production and wealth,
while increasing consumer choice. However, by altering the set of incentives facing
economic operators, the implementation of an FTA will, like any policy reform, create
‘winners’ and ‘losers’ and operate differently on different sectors and actors within the
economy. In this case, the specific provisions included in the ultimate FTA will play an
important role in determining the economic impacts that may arise.
In terms of the specific economic impacts from the EU-Philippines FTA, an obvious
departure point will be the potential impacts that may accompany tariff reduction. In this
respect, the scope for the FTA to generate impacts will depend on the size of the reductions
that may be achieved and the range of products on which tariffs are reduced. All else being
equal, the larger the reduction, the greater the potential there is for liberalisation to
engender changes to the status quo. Here, the Chapter on Trade in Goods, together with its
accompanying annexes, will be of particular relevance as it will ultimately outline the tariff
reductions achieved in the context of the agreement. Based on recent precedent, it may be
envisaged that the agreement will seek wide-ranging removal of tariffs for non-agricultural
products, with less ambitious liberalisation sought for agricultural products.
Ultimately, the questions that need to be addressed in order to understand the economic
impacts associated with tariff reduction revolve around whether duties are being removed or
significantly reduced on high-tariff goods; the speed at which these are reduced; whether
tariffs are already low; and whether certain items may be excluded from liberalisation.
Table 6 highlights the average most-favoured nation (MFN) rates for imports into the
Philippines by product group as well as the percentage of products at the HS 6-digit level
that are duty free, while Table 7 highlights the average tariff lines on the Philippines’
imports into the EU. These tables, prima facie, raise questions regarding the scope for gains
that may result directly as a result of tariff liberalisation.
As a beneficiary of the tariffs afforded under the EU’s GSP+ scheme, the Philippines
currently enjoys preferential access to the EU market for a number of goods and has utilised
this to expand exports in goods afforded reduced tariff rates under the system. To the
extent that the FTA is not able to further reduce tariffs on goods for which the Philippines
could exploit a comparative advantage, the impact of liberalisation in this regard could be
limited. Nevertheless, such a scenario reflects short-term considerations and omits future
development which may see the Philippines’ economy as ineligible for benefits under the
GSP+. In such an instance – and considering that tariff liberalisation under the FTA will
likely be phased in over a number years – the agreement could nevertheless produce
benefits at a later date. This outlook is different for the EU, however, which would stand to
achieve more notable gains through tariff reductions. While tariffs on EU goods entering the
Philippines are not, in general, prohibitively high for most products, it is notable that they
afford duty-free status to very few product lines. In this regard, there would appear to be
potential for gains in EU exports of transportation equipment, clothing and apparel and
processed foods.
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Table 6: Philippine Tariff Rates
Product Group
Animal products
Dairy products

Average
duty
20.3
3.5

Fruit, vegetables, plants
Coffee, tea
Cereals & preparations
Oilseeds, fats & oils
Sugars and confectionary
Beverages & tobacco
Cotton
Other agricultural products
Fish & fish products
Minerals & metals
Petroleum
Chemicals
Wood, paper, etc.
Textiles
Clothing
Leather, footwear, etc.
Non-electrical machinery
Electrical machinery
Transport equipment
Manufacturers, n.e.s

9.6
15.7
10.2
5.4
18.9
8.2
2.6
3.6
8.7
4.6
1.0
3.8
6.6
9.1
14.8
6.6
2.2
3.9
8.8
4.8

applied

Duty-free (in %)49

Max50

0
0

45
7

0.5
0
3.0
0
0
0
0
0
0
5.7
66.7
0.8
6.0
0.3
0
1.3
5.4
18.3
0.8
4.8

40
45
60
15
65
15
3
35
15
20
3
30
30
20
15
20
15
30
30
15

Source: WTO ITC UNCTAD World Tariff Profiles 2017
In reference to assessing the potential impact on small- and medium-sized enterprises
(SMEs), the SIA will utilize the European Commission’s Better Regulation Guidelines and
accompanying “Toolbox” related to assessing regulatory changes impact on SMEs.
Together with a review of available data on SMEs in the EU, this procedure will rely heavily
on stakeholder consultation in order to uncover the components of the proposed agreement
that may affect European SMEs, as well as, the expected magnitude of these impacts.
Table 7: EU tariff rates on Philippines imports
Product group

Average of traded Tariff Lines
Simple

51

Weighted

52

Duty-free imports
Tariff lines
(in %)53

Value (in %)54

Agricultural products

12.3

6.6

86.9

98.2

Non-agricultural products

4.6

1.9

99.6

100.0

Source: WTO ITC UNCTAD World Tariff Profiles 2017
Tariff reduction, however, is only one component of modern free trade agreements, with
removal of non-tariff barriers often being of greater relevance. Indeed, in many instances
tariff elimination may be of limited consequence without accompanying reductions in nontariff barriers that may be impeding trade. In this respect, the Chapters that address
various non-tariff barriers will be important in determining the economic impacts that may
arise. In particular, the Chapters on Technical Barriers to Trade and Sanitary and

49
50
51
52
53
54

Share of duty-free HS six-digit subheadings in the total number of subheadings in the product group
Highest ad valorem duty within the product group
Simple average of MFN duties based only on tariff lines with imports
Trade-weighted average MFN duty
Duty-free tariff lines in per cent of all bilateral trade flows
Share of duty-free trade in per cent of bilateral trade flows
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Phytosanitary Measures will be of relevance through the potential to eliminate impediments
to bilateral trade of goods and harmonise standards across the two economies.
Of additional importance will be the Chapter on Customs and Trade Facilitation, which will
aim to simplify and modernise import procedures and lower the costs associated with
bilateral trade. Further impacts may also be envisaged from the agreement’s chapter on
Intellectual Property.
In addition, the Chapters on Trade in Services and Investment may be particularly relevant
to the potential economic impacts that may arise. The Philippines’ growing economy
provides emerging opportunities for EU service providers, yet restrictions exist in the form
of foreign equity caps in that limit foreign ownership to minority stakes in certain sectors,
while additional barriers have been noted with respect to the ability of foreigners to engage
in professional services and on restrictive conditions in establishing foreign-owned retail
enterprises. To the extent that the FTA is able to improve market access for service
providers, there is scope for notable economic gains for the EU. Similarly, the Chapter on
Government Procurement could also engender notable economic impacts by levelling the
playing field for EU firms in the in the Philippines.
Finally, the EU-Philippines FTA may produce aggregate impacts through its effect on
regulatory convergence, transparency and predictability as a result of the establishment of a
more clearly defined, non-discriminatory rule-based environment. To this end, the Chapters
on Competition and State-owned Enterprises may assist in addressing anticompetitive
behaviour and market distortions that limit competition and its associated economic gains.
Over the longer-term, the agreement has the potential to foster impacts by intensifying
competition and increasing the number of market entrants, promoting efficiency gains,
innovation and downward pressure on prices.
In the following subsections, the preliminary screening and scoping exercise continues by
providing an overview of a number of important economic indicators with respect to bilateral
economic relations between the EU and the Philippines. In discussing the current state of
GDP and output, trade in goods and services and foreign direct investment, the aim is to: (i)
present a general introduction to the respective economies of the EU and Philippines and
current bilateral economic relations; and (ii) highlight some of the economic sectors that
may be impacted under a potential FTA.
Trade in Goods
By reducing tariffs and non-tariff barriers, the EU-Philippines FTA has the potential to
generate significant economic impacts by increasing both the overall trade in goods between
the EU as well as the composition of goods that are produced. Overall, exports from the
Philippines to the EU have grown in recent years as a result of preferential access afforded
under the GSP+, while EU exports to the Philippines have remained relatively stable. Within
this context, the FTA may provide long-term benefits to the Philippines by ensuring that
these benefits do not expire should it no longer qualify for these benefits. For the EU, tariff
reduction and reduction in non-tariff barriers may promote modest gains in products such
as transportation equipment, clothing and apparel and processed agricultural products,
clothing and apparel.
In recent years, the Philippines has consistently run deficits in its global trade of goods, with
the value of imports in 2017 exceeding exports by more than USD 35 billion. At the 2-digit
level of HS Code aggregation, the leading imports in 2017 were electrical machinery and
equipment (USD 21.5 billion), machinery (USD 13.4 billion), mineral fuels and oils (USD
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11.2 billion), motor vehicles (USD 8.7 billion) and plastics (USD 3.2 billion), which together
accounted for 59 per cent of the total value of imports (Table 8).55
In terms of its global exports, the Philippines’ main products in 2017 at the 2-digit level of
HS Code aggregation were electrical machinery and equipment (USD 28.4 billion),
machinery (USD 9.4 billion), optical, photographic and medical instruments (USD 2.6
billion), wood and wood products (USD 1.4 billion), and motor vehicle parts and accessories
(USD 1.2 billion). Altogether, these accounted for 67.8 per cent of the total value of the
country’s exports (Table 9).56

55
56

UN COMTRADE, accessed 30 March 2018 via: https://comtrade.un.org/
UN COMTRADE, accessed 30 March 2018 via: https://comtrade.un.org/
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Table 8: Leading imports into the Philippines, by value (in USD millions) and share of total imports, 2012-2017
HS
Section
85

84

27

87

39
Total
Imports

HS Description

2012

2013

2014

2015

2016

2017

Main imports (HS-4)

Electrical Machinery
and Equipment and
parts thereof; Sound
recorders and
reproducers;
Television image and
sound recorders and
reproducers, parts
and accessories
thereof
Nuclear Reactors,
Boilers, Machinery
and Mechanical
Appliances; and parts
thereof

$15,105.1
(23.1%)

$15,020.8
(22.9%)

$14,479.0
(21.4%)

$19,858.5
(28.3%)

$20,700.8
(24.1%)

$21,541.6
(21.9%)

electronic integrated circuits and micro
assemblies
transmission apparatus for radio-telephony
and radio broadcasting
electrical apparatus for line telephony or line
telegraphy
(16.7 per cent of total imports)

$7,379.0
(11.3%)

$6,640.4
(10.1%)

$6,546.7
(9.7%)

$8,169.8
(11.7%)

$11,680.6
(13.6%)

$13,430.0
(13.6%)

parts and accessories for use in calculating,
automatic data processing and other office
machines
machines and mechanical appliances having
individual functions
automatic data processing machines
(6.5 per cent of total imports)

Mineral Fuels, Mineral
Oils and Products of
their distillation;
Bituminous
Substances; Mineral
Waxes
Vehicles; other than
railway or tramway
rolling stock, and
parts and accessories
thereof
Plastics and Articles
Thereof

$14,313.3
(21.9%)

$13,613.4
(20.7%)

$13.646.2
(20.2%)

$8,325.2
(11.9%)

$8,377.1
(9.8%)

$11,231.6
(11.4%)

petroleum
coal
(9.2 per cent of total imports)

$3,548.1
(5.4%)

$3,626.2
(5.5%)

$3,807.5
(5.6%)

$4,862.2
(6.9%)

$7,607.8
(8.9%)

$8,685.9
(8.8%)

fully assembled transport vehicles
assembled vehicles for the transport of goods
assembled motorcycles
(6.8 per cent of total imports)

$1,967.8
(3.0%)
$65,349.8

$1,945.4
(3.0%)
$65,705.4

$2,581.0
(3.8%)
$67,718.9

$2,280.8
(3.3%)
$70,153.5

$3,061.6
(3.6%)
$85,908.6

$3,224.5
(3.2%)
$98,472.8

Source: United Nations Commodity Trade Statistics Database
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Table 9: Leading exports from the Philippines, by value (in USD millions) and share of total imports, 2012-2017
HS
Section
85

84

90

44

87

HS Description

2012

2013

2014

2015

2016

2017

Main exports (HS-4)

Electrical Machinery
and Equipment and
parts thereof; Sound
recorders and
reproducers;
Television image and
sound recorders and
reproducers, parts
and accessories
thereof (HS 85)
Nuclear Reactors,
Boilers, Machinery
and Mechanical
Appliances; and parts
thereof (HS 84)
Optical, photographic,
cinematographic,
measuring, checking,
medical or surgical
instruments and
apparatus; parts and
accessories (HS 90)
Wood and articles of
wood; wood charcoal
(HS 44)

$20,469.2
(39.4%)

$21,612.1
(38.1%)

$23,122.5
(37.4%)

$25,974.0
(44.3%)

$25,225.5
(44.8%)

$28,359.3
(44.8%)

electronic integrated circuits and
micro assemblies
diodes, transistors and similar
semiconductors
insulated wire and cable
electrical transformers
(33 per cent of total exports)

$7,357.3
(14.2%)

$7,590.7
(13.4%)

$8,920.7
(14.4%)

$8,201.1
(14.0%)

$7,768.8
(13.8%)

$9,382.6
(14.8%)

automatic
data
processing
machines
parts and accessories thereof
(11.4 per cent of total exports)

$2,095.7
(4.0%)

$2,105.7
(3.7%)

$2,317.5
(3.8%)

$2,392.9
(4.1%)

$2,471.8
(4.4%)

$2,563.8
(4.1%)

$2,245.9
(4.3%)

$3,229.3
(5.7%)

$3,096
(5.0%)

$2,907.3
(5.0%)

$2,875.0
(5.1%)

$1,414.6
(2.2%)

builders’ joinery and carpentry of
wood
(1.7 per cent of the value of total
exports)

Vehicles; other than
railway or tramway
rolling stock, and
parts and accessories
thereof (HS 87)
Total Exports

$1,927.8
(3.7%)

$1,597.5
(2.8%)

$1,659.8
(2.7%)

$1,429.2
(2.4%)

$1,417.5
(2.5%)

$1,167.6
(1.8%)

parts and accessories

$51,995.2

$56,697.8

$61,808.8

$58,648.1

$56,312.8

$63,233.1

Source: United Nations Commodity Trade Statistics Database
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$10.000,00
$9.000,00
$8.000,00
$7.000,00
$6.000,00
$5.000,00
$4.000,00
$3.000,00
$2.000,00
$1.000,00
$0,00

2013

2014

2015

2016

2017

Philippine Total Exports to EU

$6.794,73

$7.619,15

$7.744,22

$7.419,61

$8.527,43

Philippine Total Imports from EU

$7.604,34

$8.947,72

$6.813,55

$6.731,85

$7.333,02

Imports as a share of total ASEAN
imports from the EU

7,1%

8,7%

7,4%

7,2%

7,2%

Exports as a share of total ASEAN
exports to the EU

5,3%

5,7%

5,9%

5,6%

5,6%

10,0%
9,0%
8,0%
7,0%
6,0%
5,0%
4,0%
3,0%
2,0%
1,0%
0,0%

ATotal Share of trade

Million USD

With respect to bilateral trade between the EU and the Philippines, Figure 1 reveals that
there have been fluctuations in the trade balance between both parties. Whereas, the EU
maintained a surplus in the trade of goods with the Philippines prior to 2015, this has
changed over the past few years following the Philippine’s qualification for reduced tariffs
under the GSP+. This advantage has not, however, led to any noticeable change in the
Philippine’s share of exports to the EU compared with its ASEAN counterparts.

Figure 1: Philippine Trade with the European Union (2013-2017)

Source: United Nations Commodity Trade Statistics Database
More than three-quarters of the value of Philippine exports to the EU are concentrated in
five product categories aggregated at the 2-digit HS Code level. Between 2013 and 2017,
44.5 per cent of the average annual value of exports was comprised of products falling in
HS-85: electrical machinery and equipment and parts thereof; sound recorders and
reproducers, television image and sound recorders and reproducers and parts and
accessories thereof. This was followed by machinery and mechanical appliances (15.7 per
cent), optical, photographic and medical instruments (8.6 per cent) and animal or vegetable
fats and oils (6.9 per cent).57
Imports into the Philippines from the EU are slightly less concentrated with the top five
broad product categories representing approximately 61 per cent of the total value of
European imports. Between 2013 and 2017, the leading EU import into the Philippines in
terms of value was electrical machinery and equipment, which accounted for 18.3 per cent
of the total average annual value of imports. This was followed by: aircraft and parts thereof
(17.4 per cent); machinery and mechanical appliances (14.4 per cent); pharmaceutical
products (6.3 per cent) and optical, photographical and medical instruments (4.4 per
cent).58

57
58

UN COMTRADE, accessed 30 March 2018 via: https://comtrade.un.org/
UN COMTRADE, accessed 30 March 2018 via: https://comtrade.un.org/
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Philippine Trade in Goods with the European Union, in millions of USD (2013-2017)
HS
Chapter

85

84

90

15

16

Product
Description

Electrical machinery
and equipment and
parts thereof; sound
recorders and
reproducers,
television image and
sound recorders and
reproducers, and
parts and accessories
of such articles.
Nuclear reactors,
boilers, machinery
and mechanical
appliances; parts
thereof.
Optical,
photographic,
cinematographic,
measuring, checking,
precision, medical or
surgical instruments
and apparatus; parts
and accessories
thereof.
Animal or vegetable
fats and oils and their
cleavage products;
prepared edible fats;
animal or vegetable
waxes.
Preparations of meat,
of fish or of
crustaceans, molluscs
or other aquatic
invertebrates.

Avg.
annual
Value of
Exports
(mil USD)

Share in Total
Exports

HS
Chapter

Product Description

Avg.
annual
Value of
Imports
(mil USD)

1,368.29

18.3%

Share in
Total
Imports

3,390.67

44.5%

85

Electrical machinery and
equipment and parts
thereof; sound recorders
and reproducers, television
image and sound recorders
and reproducers, and parts
and accessories of such
articles.

1,194.92

15.7%

88

Aircraft, spacecraft, and
parts thereof.

1,301.16

17.4%

654.53

8.6%

84

Nuclear reactors, boilers,
machinery and mechanical
appliances; parts thereof.

1,074.78

14.4%

522.89

6.9%

30

Pharmaceutical products.

473.68

6.3%

90

Optical, photographic,
cinematographic,
measuring, checking,
precision, medical or
surgical instruments and
apparatus; parts and
accessories thereof.

331.60

4.4%

169.66

2.2%
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Product
Description

Avg.
annual
Value of
Exports
(mil USD)

61

Articles of apparel
and clothing
accessories, knitted
or crocheted.

08

Edible fruit and nuts;
peel of citrus fruit or
melons.

HS
Chapter

20

62

Preparations of
vegetables, fruit,
nuts or other parts of
plants.
Articles of apparel
and clothing
accessories, not
knitted or crocheted.

Product Description

Avg.
annual
Value of
Imports
(mil USD)

02

Meat and edible meat offal.

317.07

4.2%

1.4%

87

Vehicles other than railway
or tramway rolling-stock,
and parts and accessories
thereof.

225.62

3.0%

103.53

1.4%

48

Plastics and articles thereof.

182.69

2.4%

98.07

1.3%

39

Paper and paperboard;
articles of paper pulp, of
paper or of paperboard.

175.32

2.3%

73

Articles of iron or steel.

94.18

1.3%

Share in Total
Exports

HS
Chapter

115.08

1.5%

103.56

Source: United Nations Commodity Trade Statistics
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Trade in Services
The EU-Philippines FTA offers notable potential to engender economic impacts by facilitating
cross-border trade in services. Given the relative importance of services to the economies of
the Philippines and the EU, as well as the former’s rapid growth in the services trade,
provisions within the agreement to liberalise the services sector and promote investment
may lead to notable economic impacts.
The Philippines is a net exporter of services, accumulating a trade surplus of USD 7.12
billion in 2016. The country’s import of services is dominated by travel services (46.5 per
cent), ‘other business services’ (20.3 per cent) and transportation services, which together
accounted for 84.6 per cent of the Philippines’ total service imports in 2016. Nevertheless,
growth in services imports has been significant across nearly all service categories, with
total imports more than doubling in value since 2010.
Table 10: Philippines services imports, in millions of USD (2010-2016)59
Category

2010

2011

2012

2013

2014

2015

2016

Maintenance and
repair services,
n.i.e.

22

91

117.1

256.3

91.2

83.2

111.7

Transport services

3,321

3,207

3,610.7

3,418.6

3,869.4

3,855.8

4,316.3

Travel services

5,487

5,616

6,548

7,872.8

10,597.6

11,342.6

11,274.7

Construction
services

20

51

41.9

77.2

70

42.4

59.8

Insurance and
pension services

880

939

881.3

805.2

814.9

897.1

1,302.2

Financial services

228

274

253

301.8

367

450.7

551.8

Charges for the
use of IP, n.i.e.

446

442

471.3

529.4

547

612.6

546.4

Telecom, computer
and information
services

237

341

349.4

526.6

634.1

772.9

669.5

Other business
services

1,021

1,014

1,651.6

2,227

3,561.2

5,110.8

4,917.6

Personal, cultural
and recreational
services

52

40

37

43.6

54.5

187.3

126.1

Government
services, n.i.e

303

303

298.2

262.1

314.7

254.8

356.8

Total services

12,017

12,316

14,260.5

14260.5

20,921.6

23,610.2

24,232.7

Source: ASEAN Trade in Services Database
Exports of services from the Philippines have grown significantly in recent years, reaching
USD 31.4 billion in 2016. While this growth has occurred across a broad range of service
59

Note: data not yet publicly available for 2017
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categories, exports are overwhelmingly concentrated in ‘other business services’ (57.1 per
cent), telecommunication, computer and information services (17.5 per cent) and travel
(16.4 per cent), which together accounted for 91 per cent of the total value in 2016. These
statistics reflect the importance of the BPO sector in the Philippines’ economy as well as the
emerging role of IT together with the growth in foreign tourism to the Philippines as a
source of income.
Table 11: Philippines service exports, in millions of USD (2010-2016)60
Category

2010

Maintenance and
repair services, n.i.e.
Transport services
Travel services
Construction services
Insurance and pension
services
Financial services
Charges for the use of
IP, n. i. e.
Telecom, computer
and information
services
Other business
services
Personal, cultural and
recreational services
Government services,
n.i.e
Total services

2011

2012

2013

2014

2015

2016

106

75

95

67.6

92.4

77.1

82.6

1,347
2,645
121
67

1,424
3,198
46
74

1,594
4,060.5
99.8
74.4

1,636.7
4,689.7
88.5
100.7

1,874.7
5,030.1
60.6
129

1,933.5
5,272.5
59.6
118.6

1,984
5,138.9
70.9
83.9

116
4

104
5

100.5
7.6

84.7
3

189.9
9.8

414.2
11.2

393.2
9.2

2,236

2,769

3,003.2

3,335.9

3,472.4

3,460.9

5,487.4

11,087

11,113

11,305.6

13,207.6

14,473.2

17,755.5

17,920.1

41

58

84.3

106.9

151.5

149.2

169.4

12

12

13.8

13.9

14.6

17.7

17.4

17,782

18.878

20,439.2

23,335.2

25,498.1

29,065

31,357.2

Source: ASEAN Trade in Services Database
EU trade in services with the Philippines has grown significantly in recent years, reaching
EUR 4.61 billion in total trade in 2016. This represents a growth of 46.3 per cent in the
value of Philippine service exports to the EU and an increase of 65.5 per cent in EU imports
into the Philippines. While 2016 saw a decrease in the Philippines’ trade surplus with the EU
in services, total trade in services from the Philippines to the EU still exceeded imports by
23.1 per cent (Figure 2).

2.750,0
2.250,0
1.750,0
1.250,0
750,0
2010

2011

2012

2013

Exports

2014

2015

2016

Imports

Figure 2: EU trade in services with the Philippines, in millions of euros (20102016)61
Source: Eurostat
60
61

Note: data for 2017 not yet publicly available
Note: data for 2017 not yet publicly available
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The leading services exported from the EU to the Philippines in 2016 included operating
leasing services (17.5 per cent), travel services (16.2 per cent), computer services (16 per
cent) and transport services (11.4 per cent). At the Member State level, the leading EU
exporters of services to the Philippines in 2016 were France (EUR 448 million), the
Netherlands (EUR 303.2 million), Germany (EUR 277 million), Ireland (EUR 226 million), the
United Kingdom (EUR 133 million), Finland (EUR 125 million) and Spain (EUR 118 million),
which together accounted for 78.9 per cent of the EU’s total services exports to the
Philippines.62
For the Philippines, the leading services exported into the EU in 2016 were maritime
services (24.3 per cent), travel (23.6 per cent), other business services (11.6 per cent),
manufacturing services on physical inputs owned by others (11.1 per cent) and professional
and management consulting services (9 per cent). The largest importers of Philippine
services in the EU in 2016 were the United Kingdom (EUR 545.5 million), Cyprus (EUR 230
million), the Netherlands (EUR 215.1 million), Belgium (EUR 194 million), Denmark (EUR
132.8 million), Italy (EUR 127 million) and France (EUR 109 million), which together
received 61.1 per cent of the total value of Philippine service exports to the EU.63
GDP per Capita and Output
In general, FTAs have the potential to increase aggregate economic output and wealth. As
highlighted in the following section, the FTA stands to be negotiated during a period where
both parties are enjoying economic growth. In aggregate, the EU’s far greater reliance on
services as a source of value-added suggests that the FTA may be able to benefit the two
partners’ relative economic advantages. However, aggregate gains must be assessed in the
context of regional disparities that exist on both sides. While the Philippines has been
experiencing high rates of growth in recent years across all regions, it faces challenges in
addressing regional disparities in the rates of economic development enjoyed across the
country. To this end, between 2015 and 2017, growth in real GDP and real GDP per capita
ranged from 6.3 and 2.1 per cent, respectively, in Caraga to 21.5 and 17 per cent,
respectively, in the Davao Region. Similarly, within the EU, several economies have
remained relatively stagnant in recent years while others have experienced annual growth
rates in excess of 4 per cent. As such, it will be important for the SIA’s Interim Report to
not only assess aggregate economic impacts that may arise as a result of the FTA, but to
devote attention to whether these effects will operate differently across regions.
As the 12th largest country in the world in terms of population with over 103 million
inhabitants, the Philippines represents an important emerging market that is poised to
transition from a lower-middle income country to a potentially upper-middle income country
over the coming years. With average annual growth rates of 6.4 per cent since 2010, the
Philippines has become one of the fastest growing economies in the world, experiencing
rapid urbanisation and a growing middle-class. As a result, nominal GDP has more than
doubled since 2007, increasing from USD 149.4 billion in 2007 to USD 325.3 billion by 2016
(Figure 3). In turn, real income per capita has increased nearly 40 per cent over this span,
reaching USD 2,753 at the end of 2016 (measured in constant 2010 dollars)
Excluding individual EU economies, the Philippines was the 39th largest economy by nominal
GDP in 2016 (USD 313.4 billion) and the fifth largest among ASEAN members, roughly
equal to the economic output of the Republic of Ireland. On a per capita basis, however, the
62

Eurostat, accessed 5 April 2018 via:
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=bop_its6_det&lang=en
63
Eurostat, accessed 5 April 2018 via:
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=bop_its6_det&lang=en
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Philippines ranks only 102nd among all economies (excluding individual EU Member States),
with GDP per capita of USD 2,951.07 in 2016, making it roughly equivalent with that of the
West Bank and Gaza. This ranking improves only slightly when accounting for purchasing
power (91st overall – on par with Guyana and Morocco).
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Figure 3: Philippine GDP and GDP per capita (2007 – 2017)

Source: World Bank, International Monetary Fund

By comparison, the EU represents the world’s largest economy with a nominal GDP of EUR
15.3 trillion in 2017 and a GDP per capita of EUR 29,900.64 Over the past decade, growth in
these indicators have been modest given the slow recovery from the global financial crisis
with GDP averaging annual growth rates of 1.8 per cent since 2008. However, recent years
have seen more robust rates of growth, with GDP averaging annual increases of 3.1 per
cent since 2013.
At the sectoral level, the services sector accounts for approximately 57.3 per cent of
national output, which is followed by manufacturing (33.9 per cent) and agriculture,
hunting, fishing and forestry (8.7 per cent)65. Among countries classified as lower-middle
income by the World Bank, these figures represent a slightly higher share of value added
from services compared to the averages of similar countries (53.6 per cent) and a
significantly higher share of value-added derived from manufacturing (16.6 per cent). 66
Personal remittances, as well, remain an important, equivalent to 10.3 per cent of GDP in
2016 with the Philippine Statistics Authority estimating that 2.3 million Filipinos engaged in
Overseas Contract Work (OCW) at some point between April and September 2017. 67 In
contrast, services account for 73.9 per cent of value added in the EU, which is followed by
industry (24.5 per cent) and agriculture (1.6 per cent).

64

Eurostat, accessed 5 April 2018 via:
http://appsso.eurostat.ec.europa.eu/nui/show.do?dataset=bop_its6_det&lang=en
65
Philippine Statistics Authority, accessed 27 March 2018 via: http://psa.gov.ph/
66
The World Bank: World Development Indicators, available via: https://data.worldbank.org/
67
The World Bank: World Development Indicators, available via: https://data.worldbank.org
Philippine Statistics Authority, accessed 16 May 2018 via: https://psa.gov.ph/statistics/survey/labor-andemployment/survey-overseas-filipinos
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Growth in value-added has occurred across all three broad sectors of the Philippine
economy in recent years, but has been particularly pronounced in the services sector which
has experienced an increase of more than 20 per cent over the past three years.68 Herein,
the three leading contributors to national output are retail trade, privately-funded
construction and renting and business services associated with real estate, which together
account for more than 40 per cent of the value added derived from the services sector.
Within manufacturing, the contribution of the three leading sub-sectors is even more
pronounced with food, chemicals and communication equipment representing nearly 70 per
cent of the nation’s manufacturing-based value added in 2017. Among primary sector
activities, 56.3 per cent of value-added is derived from rice cultivation, livestock, fishing and
poultry.69
Table 12: Philippine GDP per sector
Sector

Agriculture, hunting,
forestry and fishing

Manufacturing

Services

Share of
gross value
added
(2016)
8.7%

Growth (20152017)

33.9%

15.2%

57.3%

11.5%

20.7%

Leading sub-sectors
Share of
sector
(2017)
Rice
21.9%
Livestock
13.7%
Fishing
12.9%
Poultry
9.8%
Mango
2.3%
Rubber
0.7%
Coconut (incl. copra)
6.9%
Cassava
1.3%
Pineapple
1.6%
Food
47.1%
Chemicals & Chemical
12.5%
products
Radio, television and
10.2%
communication
equipment
Petroleum & other fuel
4.8%
products
Basic metals
2.3%
Transport equipment
1.8%
Sub-sector

Retail trade
Construction (privately
funded)
Renting and business
services associated
with real estate
Education
Real estate
Banking
Wholesale trade
Construction (publiclyfunded)

Growth
(20152017)
12%
15.6%
1.4%
10%
30.6%
39.2%
26.1%
26.4%
23.7%
18.1%
16%
7.9%

21.6%
49.5%
38.4%

19.8%
12.6%

19.6%
19%

9.4%

30.1%

5.5%
4.4%
5.2%
4.9%
4.7%

23.9%
22.9%
25.5%
22.9%
49.2%

Source: Philippine Statistics Authority
Small and medium-sized enterprises (SMEs)
In the Philippines, micro-, small- and medium-sized enterprises (MSMEs) make up the
overwhelming majority of establishments, accounting for more than 99 per cent of all firms
in the country as well as 63.3 per cent of employment and 35.7 per cent of total valueadded (
68
69

Philippine Statistics Authority, accessed 27 March 2018 via: http://psa.gov.ph/
ibid.
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Table 13). At the sectoral level, nearly half of all Philippine MSMEs are in the wholesale
trade and automotive repair sector, with a further 13 per cent in accommodation and food
services (Table 14). Nearly 13 per cent of the country’s MSMEs are operating in
manufacturing activities, with the majority of these engaged in the manufacturing of home
goods (19.9 per cent), food and food preparations (19.3 per cent) and apparel (13.7 per
cent). With respect to trade, MSMEs account for approximately a quarter of the Philippine’s
total export revenue and 60 per cent of all exporting enterprises.70
Table 13: Enterprises by size in the Philippines (2015)

Firm size

Classification

Large

> 100m in assets
≥ 200 employees
> PHP 15m
≤ 100m in assets
100-199 employees
> PHP 3m
≤ PHP 15m in assets
10-99 employees
PHP 3m in assets
<10 employees

Medium

Small
Micro

Share of total
establishments
(2015)
0.43 %

Share of total
employment
(2015)
36.72 %

Share of
value-added
(2015)
64.3 %

0.44 %

7.16 %

10.3 %

9.50 %

25.70 %

20.5 %

89.64 %

30.42 %

4.9 %

Source: 2016 List of Establishments, Philippine Statistical Authority
Table 14: Philippine MSMEs by sector (2015)

Sector
Share of Total MSMEs
Wholesale and Retail Trade; Repair of motor vehicles
46.13%
and motorcycles
Accommodation and food services
13.13%
Manufacturing
12.69%
Financial and insurance
4.38%
Information and communication
3.88%
Human health and social work activities
2.96%
Other
16.83%
Source: 2016 List of Establishments, Philippine Statistical Authority
Low rates of entry by new businesses suggest the presence of notable barriers to the
creation of MSMEs in the Philippines. To this end, the World Bank’s statistics on the
formation of new LLCs ranked the Philippines as 101st in business entry density rate (i.e. the
number of newly registered firms with limited liability per 1000 working-age people per
calendar year) among 116 jurisdictions in 2016.71 The fact that only 0.44 per cent of all
firms can be classified as medium-sized, moreover, suggests that the majority of the
Philippines’ SMEs are characterised by lower productivity rates – particularly within the
70

Department of Trade and Industry, Government of the Philippines, “2016 MSME Statistics”, accessed 29 March
2018 via: https://www.dti.gov.ph/dti/index.php/2014-04-02-03-40-26/news-room/179-workshop-on-marketaccess-for-smes-set
71

The World Bank: Doing Business, available via:
http://www.doingbusiness.org/data/exploretopics/entrepreneurship
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services sector of wholesale and retail – and limited involvement in global value chains and
export markets.
Foreign Direct Investment
As shown in Figure 4, foreign direct investment into the Philippines has grown significantly
over the past decade, with net inflows rising from approximately USD 3 billion in 2007 to
approximately USD 8 billion by 2016, making it the fourth largest recipient of FDI in the
ASEAN region. 72 This trend continued in 2017 according to national accounts, with net
inflows reaching over USD 10 billion. 73 By sector, the leading recipients of foreign
investment in the Philippines in 2017 were electricity, gas, steam and air-conditioning
supply, manufacturing, real estate, construction and financial services which together
accounted for 94.4 per cent of newly infused foreign equity into the country (excluding
reinvestment of earnings) (Table 16). By country, the leading single investor in the
Philippines in 2017 was the Netherlands which had a larger net contribution than the next
nine largest investors combined.
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Figure 4: Net Philippine FDI Flows (2007-2016)

Source: World Bank
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The World Bank, World Development Indicators, available via: available via: https://data.worldbank.org/
Department of Trade and Industry, Government of the Philippines, “Net Foreign Direct Investments (FDI)”,
accessed 29 March 2018 via: https://www.dti.gov.ph/resources/statistics/net-foreign-direct-investments-fdi
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Table 15: FDI Inflows into the Philippines (2017)
Sector

Net FDI inflows (in
millions of USD)

Leading investors

Net investments (in
millions of USD)

1.

Electricity, gas,
steam and airconditioning supply

1,383.7

1.

Netherlands

1,573.2

2.
3.

Manufacturing
Real estate activities

1,149.9
247.8

2.
3.

Singapore
USA

683.2
469.2

4.
5.

Construction
Financial and
insurance activities

161.2
138.5

4.
5.

Hong Kong
Taiwan

105.9
83.2

6.

Professional,
scientific and
technical activities

62.7

6.

Kuwait

60.0

7.

Transportation and
storage

48.5

7.

Japan

56.3

8.

Information and
communication

35.7

8.

Germany

42.2

9.

Arts, entertainments
and recreation

27.9

9.

Luxembourg

41.6

10. Human health and
social work activities

21.3

10. China

28.8

-13.9
10,049

11. Other

119.0

11. Other
Total Net FDI

Source: Bureau of Trade and Industrial Policy Research, Department of Trade and Industry
Direct inflows of EU investment into the Philippines have fluctuated significantly since 2013,
reaching a low of – EUR 170.2 million in 2014 and a high of EUR 575.7 million in 2015. In
2016, net FDI inflows from the EU totalled EUR 73.1 million. As in 2017, the Netherlands
was the single largest investor in the Philippines in 2016 with net inflows of EUR 341 million.
This was followed by Sweden (EUR 66.5 million) and Belgium (EUR 10 million). By sector,
EU investments were primarily directed towards manufacturing, which received net EU
investment of EUR 342 million. This was followed by information and communication
services (EUR 76 million) and construction (EUR 10 million).74

74

Eurostat, accessed 5 April 2018 via: http://appsso.eurostat.ec.europa.eu/nui/submitViewTableAction.do
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Table 16: FDI Inflows into the Philippines (2017)
Sector

Net FDI inflows (in
millions of USD)

Leading investors

Net investments (in
millions of USD)

12. Electricity, gas,
steam and airconditioning
supply
13. Manufacturing
14. Real estate
activities
15. Construction
16. Financial and
insurance
activities
17. Professional,
scientific and
technical activities
18. Transportation and
storage
19. Information and
communication
20. Arts,
entertainments
and recreation
21. Human health and
social work
activities
22. Other
Total Net FDI

1,383.7

12. Netherlands

1,573.2

1,149.9
247.8

13. Singapore
14. USA

683.2
469.2

161.2
138.5

15. Hong Kong
16. Taiwan

105.9
83.2

62.7

17. Kuwait

60.0

48.5

18. Japan

56.3

35.7

19. Germany

42.2

27.9

20. Luxembourg

41.6

21.3

21. China

28.8

-13.9
10,049

22. Other

119.0

Source: Bureau of Trade and Industrial Policy Research, Department of Trade and Industry
Direct inflows of EU investment into the Philippines have fluctuated significantly since 2013,
reaching a low of – EUR 170.2 million in 2014 and a high of EUR 575.7 million in 2015. In
2016, net FDI inflows from the EU totalled EUR 73.1 million. As in 2017, the Netherlands
was the single largest investor in the Philippines in 2016 with net inflows of EUR 341 million.
This was followed by Sweden (EUR 66.5 million) and Belgium (EUR10 million). By sector, EU
investments were primarily directed towards manufacturing, which received net EU
investment of EUR 342 million. This was followed by information and communication
services (EUR 76 million) and construction (EUR 10 million).75
3.1.2. Preliminary Social Screening and Scoping Exercise
As with the economic impacts, the potential social effects will depend, inter alia, on the
contents of the ultimate FTA, the speed at which liberalisation takes place, and internal
conditions within the partner countries. While the specific liberalisation scenarios analysed in
this SIA will be determined in the Interim Phase of the Study, this section will attempt to
undertake a preliminary screening and scoping exercise of the areas of an EU-Philippines
FTA that may be viewed as being relevant for further inquiry with respect to social impacts.
While free trade agreements tend to primarily promote direct economic impacts through the
removal of barriers to trade and investment, many of the potential social impacts
engendered through an agreement tend to be second-order effects that emerge as a result
of changes in economic behaviour that arise through changed incentives. Nevertheless,
several notable direct social impacts may arise as a result of an FTA. Most prominent of
these are the potential impact on labour – both in terms of employment and wages and on
the labour standards that exist in the partner countries.
75

Eurostat, accessed 5 April 2018 via: http://appsso.eurostat.ec.europa.eu/nui/submitViewTableAction.do
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In the aggregate, free trade agreements can have positive effects by leading to net gains in
overall employment and increases in overall wages. However, certain sectors may see
decreases in employment and wages through reductions in comparative advantage while
workers may be subject to displacement and transitioning periods as a result of changes to
the competitive landscape. At the same time, it cannot be assumed that the gains observed
will be shared equally among all segments of the population, with outcomes perhaps
varying according to age, race/ethnicity, gender, educational attainment, skill level, and
region. One of the primary goals of the social impact assessment will be to illuminate both
the potential for gains from the agreement and those segments of society that may be less
likely to share in its benefits. A more concrete understanding of these aspects in the
Philippines will be given through a concrete understanding on the social variables in the
following sections.
In addition to changes in employment and wages, another potential direct effect of an EUPhilippines FTA relates to the labour standards enjoyed by workers. In general, recent years
have seen a large increase in the inclusion of labour provisions within free trade agreements.
The inclusion of such provisions has been borne from the concern that FTAs – particularly
those signed between countries of different levels of development – may lead to a lowering
of standards through a ‘race to the bottom’ and/or incentives for companies to relocate
production to the country with lower labour standards; but also from views that such
provisions provide the opportunity to use an agreement as a vehicle for improving labour
standards by bolstering the capacity for implementation through cooperative activities and
dialogue.
Such provisions, when done properly, can facilitate labour law reforms, strengthen the
existing enforcement framework and promote cooperative activities between signatories. In
this context, the Chapter on Trade and Sustainable Development will be of particular
relevance. While drafts of the EU’s text proposals are available for various chapters of the
agreement, no Chapter on Trade and Sustainable Development is yet available.76 As such,
the completed EU-Singapore and EU-Vietnam FTAs can be used as a basis for what might
ultimately be reached in an EU-Philippines FTA. In this regard, the agreement could provide
important commitments toward sustainable development and the role of social development
therein, while providing a framework for future cooperation on labour issues. Under such a
chapter, the agreement could lead to mutual recognition of the need to avoid weakening of
labour protections to promote trade and investment while also providing commitments to
uphold the ILO Core Labour Standards, Decent Work Agenda and the fundamental ILO
conventions and to promote corporate social responsibility. It may establish rules for
monitoring the provisions of such a chapter with requirements that labour organisations be
included in the monitoring process while establishing a Specialised Committee on Trade and
Sustainable Development that can oversee implementation of the chapter’s provisions.
Given the potential for the EU-Philippines FTA to impact labour standards, these issues will
be assessed during the Study’s Interim Phase.
Beyond the effects to labour standards and employment, an FTA may induce a number of
indirect, second-order social impacts that will be explored in the Interim and Final reports of
the SIA. For example, given the fact that gains from the agreement may not be shared
equally among all contingents of society, there is scope for distributional impacts regarding
income inequality across, e.g., economic classes, gender or ethnic/racial groups.
76

See: ‘EU-Philippines trade negotiations’, accessed 10 May 2018 via:
http://trade.ec.europa.eu/doclib/press/index.cfm?id=1637
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Furthermore, the impacts on issues such as health can be complex and require further
attention. Within the context of FTAs, health concerns have generally emphasised the role
of the agreement in the protection of IPRs and its implication for access to essential
medicines, as well as any effect on the privatisation of healthcare. 77 To this end, the
potential contents of the Chapters on Intellectual Property, Investment and Trade in
Services will be of relevance. In this regard, it is noteworthy that concerns among some
stakeholders have been raised regarding the potential for the FTA – particularly on the
Chapter on Intellectual Property – to impact access to affordable medicines among poorer
Filipinos and to undermine the country’s Quality Affordable Medicines Law. Passed in 2008,
this law has the expressed aim of assuring that essential medicines are accessible and
affordable to the population. It attempts to achieve these ends through a number of means,
including: allowing generics manufacturers to register and produce drugs prior to the expiry
of a patent; non-discriminatory clauses requiring pharmacies to carry generics; and a price
monitoring and control mechanism that allows the Ministry of Health to set maximum prices.
At the same time, however, FTAs can lead to improvements in occupational health and
safety, greater access to healthcare and medicines and better nutrition, which can improve
health outcomes over the long-term. Here, a chapter on Trade and Sustainable
Development can facilitate improvements in national practices in areas such as occupational
safety, leading to improvements in health.
Under the current administration, the so-called '10 point socio-economic plan’ was launched
which prioritizes investment on human capital development. This includes a specific
emphasis on employment, health, and education, as well as social protection mechanisms.78
This emphasis on social services became apparent in the 2018 budget, where 37.8 per cent
of the national budget was allocated to healthcare, education and social welfare among
others. This follows the same trend of the 2017 budget, when approximately forty per cent
of the total budget was allocated to social services. However, the Philippines is still behind
on many aspects of the Millennium Development Goals (MDG), with ambitious targets set in
the country’s Universal Health Care House Bill 5748. This not only includes maternal death
and infant mortality, but also reproductive health. This latter topic specifically, in
combination with social coverage (including health insurance), has become a focal point for
the current administration’s policy.
In the following sections, a preliminary screening and scoping exercise is conducted on
several indicators relevant to direct and indirect social impacts that may arise as a result of
the EU-Philippines FTA. While not exhaustive, this exercise will provide insight into the
current status quo in the Philippines and the EU, while highlighting some areas in need of
further analysis in the Study’s subsequent reports.
Employment and Unemployment
The relevance of employment for FTA negotiations becomes apparent through the emphasis
of the EU on the ILO’s four core labour standards. This has been directly mentioned in the
Chapter on Trade and Sustainable Development in the EU-Singapore and EU-Vietnam FTAs
and the text proposed by the EU for the EU-Indonesia FTA among others. Thus, a similar
element can be expected for the FTA negotiations with the Philippines as well. An overview
of the main ILO labour conventions ratified by the Philippines is illustrated in Annex II
77

Friel, S., L. Hattersley, R. Townsend, ‘Trade Policy and Public Health’, accessed 13 May 2018 via:
https://www.annualreviews.org/doi/pdf/10.1146/annurev-publhealth-031914-122739
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(Section 6.2). The Philippines has put into force all four core labour standards anticipated
to be included in a proposed EU FTA.
The most common type of employment is referred to as Decent Work which opposes the
presence of child labour, forced labour, modern slavery and human trafficking. 79 Nonstandard forms of employment, on the other hand, refer to those employment
arrangements that for any reason do not meet the basic requirements for Decent Work.
While sometimes, these non-standard forms of employment allow workers to get integrated
into the market, in other instances this means workers are increasingly more vulnerable to
challenging working conditions or abuse.80
Especially in the informal sectors,
dependent on the income they make
to health care related to old age,
injuries, maternity or the loss of main

no social benefits exist, and employees are fully
day to day. This includes income security and access
health issues, unemployment, invalidity, work-floor
income earners among others.

The Philippines’ total labour force comprised roughly 43 million in 2016 (Table 17). This
number is anticipated to further increase in the near future as the majority of the country’s
population still under eighteen enters the labour force and the World Bank estimates over 2
million new entrants below the age of 20 entering the labour market. 81 The Philippines
Statistics Authority has ranked the Autonomous Region in Muslim Mindanao as the fastest
growing region with 2.9 per cent in 2015.82
While economic growth over the past decades has created enough jobs to keep
unemployment levels relatively low, this has not resulted in a simultaneous increase in
wages. This is particularly the case for the informal sector. 83 The World Bank report
identifies a large number of labour force entrants as a possible cause for the absence of
increasing wages – as unemployment is significantly larger among younger segments of the
labour force, downwards pressures on wages could be a direct effect of increased
employment-levels. 84 At the same time, a large share of the Filipino labour market is
represented by unskilled labour and the World Bank has noted a shortage of skilled jobs
being a consistent problem.85 This is particularly the case as educated employees have to
settle for unskilled jobs: roughly 30 per cent of workers with completed secondary
education. This is partially caused by a weak demand for skilled labour in the Philippines.
The total labour force in the Philippines is dwarfed by the total labour force in the EU (Table
18). A clear trend is visible regarding education in the EU in its labour force, where the
number of employed people with completed advanced education is rapidly increasing. This
79

The International Labour Organization, Decent Work, accessed 27 March 2018 via:
http://www.ilo.org/global/topics/decent-work/lang--en/index.htm
80
The International Labour Organization, Non-standard form of Employment, accessed 27 March 2018 via:
http://www.ilo.org/global/topics/non-standard-employment/lang--en/index.htm
81
The World Bank: Republic of the Philippines Labor Market Review: Employment and Poverty, January 2016, p. 10,
accessed 11 May 2018 via: http://documents.worldbank.org/curated/en/561291468294345143/pdf/Phl-LaborMarket-Review-FINAL-Jan22-16.pdf
82
The Philippine Statistics Authority, May 2016, Highlights of the Philippine Population 2015 Census of Population,
accessed 11 May 2018 via: http://psa.gov.ph/content/highlights-philippine-population-2015-census-population
83
The World Bank: Republic of the Philippines Labor Market Review: Employment and Poverty, January 2016, p. 9,
accessed 11 May 2018 via: http://documents.worldbank.org/curated/en/561291468294345143/pdf/Phl-LaborMarket-Review-FINAL-Jan22-16.pdf
84
Ibid. p. 9-10
85
The World Bank: Republic of the Philippines Labor Market Review: Employment and Poverty, January 2016, p. 11,
accessed 11 May 2018 via: http://documents.worldbank.org/curated/en/561291468294345143/pdf/Phl-LaborMarket-Review-FINAL-Jan22-16.pdf
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reflects the need of a highly educated work-force in the EU to meet the demands of its
various industries. Depending on the exact content of the FTA, this could then provide
opportunities for EU firms searching for a broad range of educated employees to expand
into the Philippines. The exact synergies between the EU labour force for all three education
levels with the Philippines will be dealt with more concretely in the Interim Report.
Table 17: Employment in the Philippines
2000

2005

2010

2011

2012

2013

2014

2015

2016

Total Labour Force (in
Millions)

30

33.7

38.6

40

40.5

41.2

42.5

43

43.8

Total Labour Force with
Basic Education86

-

-

46.6

47.4

47.5

-

47.5

46.4

45.5

Total Labour Force with
Intermediate Education87

-

-

-

-

-

-

61.7

62.1

63

Total Labour Force with
Advanced Education88

-

-

57

57.3

57.1

-

56.9

57

56.9

Source : The World Bank89
Table 18: EU28 total labour force in millions, and per education level
2010

2011

2012

2013

2014

2015

2016

2017

Total Labour Force (in Millions)

212.1

212.1

211.4

210.8

213.5

215.8

219

222

Labour Force with Basic
Education (in Millions)

45.6

43.9

41.8

39.6

38.8

38.3

38.4

38.4

Labour Force with Intermediate
Education (in Millions)

104.4

104

103.3

102.9

103.9

104.4

105.4

106.2

Labour Force with Advanced
Education (in Millions)

61.6

63.5

65.6

67.5

69.5

71.8

74.1

76.2

Source : Eurostat90
It is important to note that the share of women among the employed population in the
Philippines is lower than men. While over 75 per cent of men over the age of 15 have been
employed in the Philippines over the past 2 decades, only half of the Filipino women over
the age of 15 were employed.
As shown in Figure 5, the majority of working Filipinos are employed in the economy’s
services sector. Compared with the averages for other lower-middle income countries
(LMICs), the Philippines has significantly more of its workforce employed in the services
sector (55.6 per cent compared to an average of 39.6 per cent for all LMICs in 2016) and
notably less engaged in agriculture (26.9 per cent versus 38.7 per cent) or industry (17.5
per cent versus 21.6 per cent).91 At the secondary and tertiary level, the sub-sectors that
serve as the greatest source of employment include wholesale and retail trade and motor
vehicle repair (19.6 per cent of all employment in 2016), manufacturing (8.3 per cent),
construction (8.3 per cent), transport, storage and communication (7.4 per cent) and public
administration (5.3 per cent) (Table 19).92

86

As a percentage of the total working-age population with basic education.
As a percentage of the total working-age population with intermediate education.
88
As a percentage of the total working-age population with advanced education.
89
The World Bank: World Development Indicators, accessed 27 March 2018 via:
http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators#
90
Eurostat, Database, accessed 16 May 2018 via: http://ec.europa.eu/eurostat/web/lfs/data/database
91
The World Bank, World Development Indicators, accessed on 27 March 2018 via https://data.worldbank.org/
Philippine Statistics Authority, accessed 27 March 2018 via: http://psa.gov.ph/
92
Philippine Statistics Authority, accessed 27 March 2018 via: http://psa.gov.ph/
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Figure 5: Share of total employment in the Philippines by sector (2007-2016)93

Source: Philippine Statistics Authority

Table 19: Largest employers by secondary and tertiary sub-sector (2016)
Sector

Share of total
employment
19.6%
8.3%
8.3%
7.4%
5.3%
4.3%
3.4%
3.2%
3.1%

Wholesale and retail trade; repair of motor vehicles
Manufacturing
Construction
Transport, storage and communications
Public administration, social and personal service activities
Hotels and restaurants
Administrative and support service activities
Education
Fishing

Source: Philippine Statistics Authority
According to ILO estimates, unemployment in the Philippines reached 5.5 per cent in 2016
with rates decreasing notably over the past several decades.94 Underemployment rates are
estimated to have reached 16.1 per cent in 2017 according to national statistics, which
represents a decrease of more than four percentage points since 2007.95
As observed in Table 20, notable regional variation exists with respect to employment
indicators. In 2016, the highest unemployment rates were recorded in the Ilocos region (8.9
per cent) and the National Capital Region of Metro Manila (7.4 per cent) and its
neighbouring Calabarzon region (7.0 per cent), while the lowest rates were found in the
more heavily agricultural regions of Cagayan Valley (3.2 per cent), the Muslim Mindanao
Autonomous Region (3.4 per cent), Zamboanga Peninsula (4.0 per cent) and Soccksargen
(4.0 per cent). This variance is even more pronounced with respect to underemployment,
with the highest rates in 2016 observed in the Bicol Region (27.6 per cent), Mimaropa (23.7
per cent) and Caraga, and the lowest rates recorded in Muslim Mindanao (7.0 per cent), the
National Capital Region (9.3 per cent) and Central Luzon.96
Table 20: Employment indicators in the Philippines by region, 2016
Region
National Capital Region
Ilocos Region

93
94
95
96

Labour force
participation
61.1
58.9

Unemployment
rate
7.4
8.9

Underemployment
rate
9.3
19.9

Note: data for 2017 not yet publicly available
The World Bank, World Development Indicators, accessed on 27 March 2018 via https://data.worldbank.org/
Philippine Statistics Authority, accessed 27 March 2018 via: http://psa.gov.ph/
Philippine Statistics Authority, accessed 27 March 2018 via: http://psa.gov.ph/
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Cagayan Valley
Central Luzon
Calabarzon
Mimaropa
Bicol Region
Western Visayas
Central Visayas
Eastern Visayas
Zamboanga Peninsula
Northern Mindanao
Davao Region
Soccskargen
Caraga
Muslim Mindanao Autonomous Region
National Average

63.4
58.7
63.7
64.0
60.1
61.6
65.1
60.3
58.5
63.8
62.7
62.2
62.1
46.1
61.2

3.2
6.6
7.0
4.8
4.6
5.4
4.5
4.4
4.0
5.3
4.9
4.0
5.1
3.4
5.7

13.6
11.4
14.0
23.7
27.6
16.7
17.5
22.6
17.3
18.6
17.8
17.9
23.1
7.0
16.1

Source: Philippine Statistics Authority
At the same time however, overall unemployment has been slowly decreasing since 2000
and by 2016, the unemployment rate was 5.5 per cent. A similar trend is visible among all
layers of education. To reduce the unemployment rate, the Philippine government is
operating to create a more direct link between education and employment, to reduce rural
migration, and to remove capital intensive bias.97 To further improve this, the World Bank
recommends reforms restructuring the business environment conducive for private sector
growth and increased human capital. This includes property rights, the opening of the
economy to stimulate competition, simplifying business regulations and further investments
in health, education and basic infrastructure.
Table 21: Unemployment in the Philippines
Total Unemployment98
Unemployment Among the Total
Labour Force with Basic
Education99

2000

2005

2010

2011

2012

2013

2014

2015

2016

11.2

7.7

7.4

7

7

7.1

6.6

6.3

5.5

-

5.7

5.5

6.2

-

4.8

4.7

4.3

-

Unemployment Among the Total
Labour Force with Intermediate
Education100

-

-

-

-

-

-

10.1

9.6

8.1

Unemployment Among the Total
Labour Force with Advanced
Education101

-

-

9.3

8.9

8.1

-

8.2

7.3

6.5

Source : The World Bank102
Unemployment in the EU generally decreased between 2010 and 2017, resting at 4.9 per
cent in 2017 (Table 22). This trend was both visible among the unemployed with a basic
educational background, as those with an intermediate educational background. However,
the unemployment rate for those with an advanced educational background has gone up,
increasing from 15.6 per cent in 2010 to 19.7 per cent in 2017. Nonetheless, the share of
advanced education among unemployed people is still far lower than those with a basic or
intermediate education. The completion of FTA negotiations is expected to create
97

The World Bank: The Philippine jobs challenge: how to create more and better jobs, 2013, accessed April 2 2018
via: http://blogs.worldbank.org/eastasiapacific/philippine-jobs-challenge-how-create-more-and-better-jobs
98
As a percentage of the total labour force.
99
As a percentage of the total working-age population with basic education.
100
As a percentage of the total working-age population with intermediate education.
101
As a percentage of the total working-age population with advanced education.
102
The World Bank: World Development Indicators, accessed 27 March 2018 via:
http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators#
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employment opportunities for all levels of educated employees in both the EU and the
Philippines. The exact extent to which this will happen will be analysed in depth in the
Interim Report.
Table 22: Unemployment in EU28
2010

2011

2012

2013

2014

2015

2016

2017

Total Unemployment103

6.1

6.1

6.7

6.9

6.5

6

5.5

4.9

Unemployment Among the Total
Labour Force with Basic Education104

38.4

38.3

38.2

37.4

36.9

36.6

36.7

36.9

Unemployment Among the Total
Labour Force with Intermediate
Education105

44.9

44.2

44.2

44.2

44.2

44

43.6

43.1

Unemployment Among the Total
Labour Force with Advanced
Education106

15.6

16.4

17.2

18

18.6

19.1

19.5

19.7

Source: Eurostat107
As mentioned previously, unemployment among youths has been relatively high compared
to the national average. The unemployment rate for youths in 2016 was 13 per cent, more
than twice the national average of 5.5 per cent. As such, the Philippines struggles with a
double digit youth unemployment rate despite having a much lower national unemployment
rate. If taken into account youth not employed, in training or in education, this number is
even almost four times the national average of 22.2 per cent. There has been little change
in youth employment over the past decade. Converging with a decreasing national
unemployment rate, a slightly decreasing trend has become visible in the last four years for
youth unemployment as well.
30

Percentage

25
20

Youth Unemployment

15
10

Youth Unemployement Not in
Education, Employment or
Training
National Unemployment

5
0
2008 2009 2010 2011 2012 2013 2014 2015 2016
Year

Figure 6: Unemployment among Youth Compared to National Unemployment in the
Philippines (2008 - 2016)

Source: United Nations Development Programme108

103

As a percentage of the total population.
As a percentage of the total unemployed working-force
105
As a percentage of the total unemployed working-force
106
As a percentage of the total unemployed working-force
107
Eurostat, Database, accessed 16 May 2018 via: http://ec.europa.eu/eurostat/web/lfs/data/database
108
United Nations Development Programme, Human Development Report, the Philippines, Accessed 27 March 2018
via: http://hdr.undp.org/en/countries/profiles/PHL
104
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Social security insurance programs are still relatively undeveloped in the Philippines. While
access to basic amenities like electricity, clean water, healthcare and transport has
increased for most households, only a minority of the Filipino labour force enjoy any form of
benefits. This is particularly true for the most vulnerable groups: the unemployed, single
parents, people with disabilities and the elderly. The World Bank has estimated coverage by
social insurance programmes in 2013, at which time only 11.1 per cent of the population
enjoyed social insurance coverage.
The agriculture, forestry and fishing sector contributes to the largest share of employment
in the Philippines, accounting for over 26 per cent of total employment in 2017. Wholesale
and retail accounted for an additional 19.7 per cent, followed by construction, transport,
storage and communication, and manufacturing at 8.6, 8.5 and 8.2 per cent respectively.
The share of employment for wholesale and retail trade, construction and transport, storage
and communication has gradually been increasing over the past five years. However
agriculture, forestry and fishing as well as manufacturing have seen their share steadily
decline over the same period – as these sectors contributed 32.3 per cent and 8.3 per cent
in 2012 respectively.109
1,2
3,2
5,4

8
26

4,6
1,3
4,4

0,5
8,2
0,4
8,6

8,5
19,7

Agriculture, Forestry and Fishing
Mining and Quarrying
Manufacturing
Utilities
Construction
Wholesail and Retail
Transport, Storage and Communication
Accomodation and Food Service Activites
Finance and Insurance

Figure 7: Share of Employment per Sector in the Philippines in 2017
Source: The International Labour Organization110

Income Inequality
This variable is used as an indicator to estimate the current situation regarding inclusive
growth to be further analysed in the Interim Report. As inclusive growth is an objective of
109

The International Labour Organization, Employment by Sector – ILO modelled Estimates, November 2017,
accessed 30 March 2018 via: http://www.ilo.org/ilostat/faces/wcnav_defaultSelection?_adf.ctrlstate=aswsooe5k_62&_afrLoop=949075629354216&_afrWindowMode=0&_afrWindowId=aswsooe5k_59#!
110
Ibid.
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the EU, this directly relates to the inclusion of marginalised and most vulnerable population.
Income inequality is understood as the differences between the disposable incomes of
households in a particular year.111 The GINI index measures to what extent the distribution
of income among households within a set boundary differentiates from an ideal perfect
distribution. 112 After the Asian financial crisis which started in 1997, the Philippines has
actively worked towards income equality through the application of domestic reforms. The
GINI index scoring for the Philippines in 2015 was 40.1, decreasing from an earlier 42.2 in
2012. In comparison, the Gini Coefficient of the EU as a whole has fluctuated around 30.7
for the past decade, with the most recently available score resting at 30.8.113
Health
Provisions relevant to health are included in EU FTA negotiations, notably with regard to
occupational health and safety. As such health in the Philippines is one of the topics
expected to be affected once the negotiations have been concluded. While it conforms to
both the social dimension as the human rights dimension, for the sake of simplicity and due
to its relation to occupational health, it covered in the Inception Report as a social variable.
The World Health Organization recognises the important role health plays on economic and
social development – and as such on poverty reduction. 114 At the same time however, the
costs of healthcare can be a driver towards poverty if a population is not sufficiently insured
and protected. Occupational safety and health in the Philippines is primarily covered by the
Philippine Labour Law as well as the occupational Safety and Health Standards 1978.
Further specifics have been set out by among others the Department of Labour and
Employment. This is for example illustrated by the Safety and Health in Mines Convention
which came into force in February 1998. A total of 2074 accredited practitioners of the
Occupational Safety and Health Centre standards were registered as of April 2018
countrywide, a majority of which in the National Capital Region.115 A list of Occupational and
Compensable Diseases is similarly available there. However, as of 2018, the ILO C187 Promotional Framework for Occupational Safety and Health Convention, 2006 (No. 187) had
not yet been implemented. Considering the Philippines’ health in general, healthcare
facilities in the Philippines are steadily improving. The Philippine health system is composed
by the Department of Health (DOH) serving as the governing agency, and both local
government units (LGUs) and the private sector providing services to communities and
individuals. Healthcare does not have the same degree of accessibility for the entire
population in the Philippines. Social, economic, and geographic barriers result in inequity in
access to services and explain the inequity in health outcomes.
Healthcare expenditure in the Philippines has consistently surpassed 4 per cent of its total
GDP since 2008 and a general increasing trend is visible from 2002. By 2017, expenditure
further increased by 19.2 per cent compared to the previous year.116 This included over 800

111

The Organisation for Economic Co-operation and Development – Data, Income Inequality, accessed 22 March
2018 via: https://data.oecd.org/inequality/income-inequality.htm
112
The Organisation for Economic Co-operation and Development – Glossary of Statistical Terms, GINI Index,
accessed 22 March 2018 via: http://stats.oecd.org/glossary/detail.asp?ID=4842
113
Eurostat, Database, accessed 16 May 2018 via: http://ec.europa.eu/eurostat/web/lfs/data/database
114
The World Health Organization, Frequently Asked Questions, accessed 27 March 2018 via:
http://www.who.int/suggestions/faq/en/
115
The Republic of the Philippines Department of Labor and Employment, Occupational Safety and Health Center,
accessed 15 May 2018 via: http://www.oshc.dole.gov.ph/
116
The Philippines Department of Budget and Management, 2017, People’s Budget, accessed 11 May 2018 via:
https://www.dbm.gov.ph/wp-content/uploads/Our%20Budget/2017/2017People's%20Budget.pdf
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million on both hospital services and health insurance respectively.117 In the EU on the other
hand, expenditure on healthcare exceeds those of the Philippines, with 7.1 per cent of GDP
being spent on health services. Enhanced opportunities on this matter in light of the FTA
could therefore greatly benefit both markets due to for example greater accessibility to
health products and services for lower costs.
Currently, the number of infant deaths – babies below the age of one – in the Philippines
has decreased steadily, from 60247 in 2008 to 51249 in 2016.118 Similarly, a drastic shift
has occurred in the Philippines’ leading causes of death. It has been successful in
significantly lowering the burden of several main communicable diseases. Communicable
diseases and maternal, prenatal and nutrition conditions as a percentage of the total
number of deaths decreased to 25.2 per cent in 2015, down from 26.8 per cent in 2010.119
Rather than communicable diseases, non-communicable diseases (which include cancer,
diabetes, cardiovascular diseases, skin diseases and congenital anomalies) increased as the
main cause of death by 1.2 per cent from its 2010 level. In 2015, non-communicable
diseases accounted for 68.2 per cent of the causes of death in the Philippines. In the EU on
the other hand, communicable diseases are well-controlled, with the main causes of death
being related to afflictions to the nervous system, vital organs, various types of cancer –
including lung cancer – and transport-related accidents. Similarly, when looking at
undernourishment in the Philippines, a declining trend becomes apparent (Figure 8). The
percentage of undernourishment within the population in the Philippines has fluctuated since
2009 – when it was estimated at 13.1 per cent.
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Figure 8: Prevalence of Undernourishment as a Share of the Total Population (2008 - 2015)

Source: The World Bank120

Education
Due to the role of education as a crucial component and driver of development, it is
considered as a core instrument for reducing poverty, improving health and gender equality,
as well as establishing peace and stability. 121 As such, education is among the topics
117

Ibid, p. 13
The World Bank: World Development Indicators, accessed 27 March 2018 via:
http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators#
119
The World Bank: World Development Indicators, accessed 27 March 2018 via:
http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators#
120
The World Bank: World Development Indicators, accessed 27 March 2018 via:
http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators#
121
The World Bank: Education, accessed 27 March 2018 via:
http://www.worldbank.org/en/topic/education/overview
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expected to be affected once the negotiations have been concluded. A shift of employment
in a number of industries is to be expected. It is also anticipated that education and
occupational training will reflect this shift. A concrete understanding of the current
educational situation in the Philippines will thus provide a basis for further analysis in the
Interim Report.
Due to the role of education as a crucial component and driver of development, it is
considered as a core instrument to reduce poverty, improve health and gender equality, as
well as establish peace and stability.122
To improve the education level in the Philippines, the Basic Education Sector Reform Agenda
(BESRA) in 2005 introduced a policy reform package that seeks to improve the regulatory,
institutional, structural, financial, informational, cultural, and physical conditions that affect
the provision of access to, and delivery of basic education. This specifically refers to
introducing reforms to obtain adequate basic educational resources, as well as optimally
allocate and mobilize resources across all levels while formulating rational policies to
efficiently and effectively manage and mobilize basic educational resources.123
In effect, the literacy rate among adults has gradually increased. While roughly 92.6 per
cent of men and women over the age of fifteen were considered literate in 2000, by 2015,
this number had increased to 96.4 per cent. Even more so, among adults aged 15 to 24
years, 98.1 per cent were considered literate in the same year.124 Total net enrolment in
2015 accounted for 95.7 per cent among primary students. This reflected a slight decrease
from 76.7 per cent in 2013. For secondary students a similar decrease is noticeable, moving
from 66.8 in 2013 to 65.9 per cent in 2015.
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Figure 9: Total Net Enrolment among Primary School Students (2008 – 2016)

*Please note that data is only available for the years 2008, 2009, 2013 and 2015.
Source: United Nations Educational, Scientific and Cultural Organisation (UNESCO)125
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The World Bank: Education, accessed 27 March 2018 via:
http://www.worldbank.org/en/topic/education/overview
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United Nations Educational, Scientific and Cultural Organisation, 2015, Philippines Education for all, Review
Report, accessed 2 April 2018 via: http://unesdoc.unesco.org/images/0023/002303/230331e.pdf
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United Nations Educational, Scientific and Cultural Organisation, Philippines - General Information, Accessed 27
March 2018 via: http://uis.unesco.org/en/country/PH
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United Nations Educational, Scientific and Cultural Organisation, the Philippines - General Information, Accessed
27 March 2018 via: http://uis.unesco.org/en/country/PH
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Source: United Nations Educational, Scientific and Cultural Organisation (UNESCO)126
3.1.3. Preliminary Human Rights Screening and Scoping Exercise
The link between the impact on human rights and free trade is often complex, with many of
the effects being indirect in nature and not clearly understood. Conceptually, proponents of
a positive link between human rights and free trade contend that a free trade agreement’s
ability to promote increased economic exchange between nations can improve the
enforcement of human rights over the long-term by increasing the exchange of ideas and
exposures to these rights, which subsequently can lead to greater demand for these rights
by the citizens of signatory countries. 127 This may be particularly relevant in instances
where the legal protection of human rights varies across the partner countries (with
diffusion of human rights awareness and demand moving from the country with greater
protections and access to the country where rights are less prevalent).
More directly, a conceptual link between human rights and free trade may exist through the
latter’s ability to improve wealth and reduce poverty, providing citizens with the economic
empowerment necessary to improve their human rights condition. 128 This link may be
particularly relevant to groups that may have been historically disenfranchised with respect
to the enjoyment of various rights. For example, as economies develop, the costs
associated with discrimination may increase, opening opportunities for labour force
participation to social groups that may have been more greatly disenfranchised. In such a
scenario, trade liberalisation may help improve the rights enjoyed by, e.g., women through
increased access to the acquisition of skills and higher earnings and, ultimately, greater
economic security and independence.129
In line with this perspective, proponents of the benefits of free trade on human rights
contend that economic growth facilitated by free trade provides a basis for investment in
the infrastructure conducive to the proliferation of various human rights when paired with
effective domestic policies. To this end, trade-induced growth may assist in meeting longerterm goals related to improving a nation’s education, health care, access to food and

126

United Nations Educational, Scientific and Cultural Organisation, the Philippines - General Information, Accessed
27 March 2018 via: http://uis.unesco.org/en/country/PH
127
Cottier, T., ‘Trade and human rights: A Relationship to Discover,’ Journal of International Economic Law, 5(1),
2002, 111-132.
128
Trachtman, J.P., ‘Legal Aspects of a Poverty Agenda at the WTO: Trade Law and ‘Global Apartheid’, Journal of
International Economic Law, 6(1), 2003, 3-21
129
Williams, M., Gender Mainstreaming in the Multilateral Trading System, A Handbook for Policy-Makers and Other
Stakeholders, New Gender Mainstreaming Series on Development Issues, Commonwealth Secretariat, 2003, pp.
18-23.
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provision of social safety-nets – all of which serve to assist in the progressive realisation of
economic, social and cultural rights.130
Alternatively, there exist a number of potential concerns regarding the effect of FTAs on
human rights. Firstly, some critics cite the potential impact that may arise in instances
where the gains from agreements are not shared proportionally across society. 131 When
paired with domestic policies and institutions that do not facilitate the successful
transitioning of displaced workers after implementation of the FTA, trade liberalisation may
negatively impact certain segments of society, who could, in principle, experience
unemployment and/or decreases in wealth, making them subject to greater economic
insecurity and poverty. Where such problems persist, this may exacerbate inequality within
society.
Secondly, concerns have been voiced with respect to the effect that FTAs can have on the
prices for essential goods and services. Here, critics contend that provisions on intellectual
property protection within agreements may place upward pressure on prices for products
such as pharmaceuticals, seeds and educational materials, which can inhibit access to these
materials by individuals with income near or below the poverty line. In principle, such an
outcome could therefore infringe, respectively, upon the rights to health, food and
education.132
Thirdly, critics of free trade agreements argue that they may limit the ability of national
governments to promote and protect human rights. To begin, the lowering or elimination of
tariffs may – particularly in the short- to mid-term – reduce a key source of government
revenue that may alternatively be directed to the provision of services conducive to the
protection of certain human rights (e.g., health care and education) and for compensating
workers and sectors negatively affected by the agreement.133 Such an outcome is likely to
be more pronounced in developing countries that lack the administrative capacity to raise
alternative means of fiscal revenue given the relative ease of collecting tariffs. Moreover,
there exists the concern that free trade agreements may limit the policy space provided to
national governments for dealing with issues relevant to human rights and social justice.
Overall, the extent to which the EU-Philippines FTA may impact human rights will ultimately
depend, inter alia, on the contents of the FTA, the speed at which liberalisation occurs, and
the internal conditions within the partner countries. While the specific liberalisation
scenarios analysed in this SIA will be determined in the Interim phase of the Study, this
section will attempt to undertake a preliminary screening and scoping exercise of the areas
of an EU-Philippines FTA that may be viewed as being relevant for further inquiry with
respect to possible human rights impacts.
Several chapters of the potential agreement may be of relevance for understanding the
human rights impacts that may arise from the FTA. With respect to the Chapters on the
trade in goods and trade in services, indirect effects may be expected through the ability of
130

Van Genugten, W. ‘Linking the Power of Economics to the Realisation of Human Rights: The WTO as a Special
Case,’ in Kuman, C.R. and D.K. Srivastava (eds), Human Rights and Development: Law, Policy and Governance,
City University of Hong Kong, Hong Kong/Singapore/Malaysia, 2006, pp. 201-220
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International Labour Office/World Trade Organization, Trade and Employment: Challenges for Policy Research, A
Joint Study of the International Labour Office and the Secretariat of the World Trade Organization, WTO,
Switzerland, 2007
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Cullet, P., ‘Human Rights and Intellectual Property Protection in the TRIPS Era,’ Human Rights Quarterly, 29,
2007, 403-430.
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Moon, G. ‘The WTO-Minus Strategy: Development and Human Rights under WTO Law,’ Human Rights and
International Legal Discourse, 2(1), 2008, 37-78, p. 65
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liberalisation to improve economic growth and employment, which can in turn provide
financial resources for promoting human rights – particularly, economic, social and cultural
rights. Liberalisation of agricultural products within the agreement may, moreover, improve
the accessibility to food and, in turn, the right to food afforded overall to society.
Additionally, the Chapter on Technical Barriers to Trade may promote indirect effects on the
right to health by including regulations that affect human health and safety. The regulation
of standards may also contribute to transparency in government regulation and therefore
good governance (potentially positively affecting civil and political rights). The rights to
health and food can also be impacted by the Chapter on Sanitary and Phytosanitary
Measures through its ability to impact the quality and safety of food as well as its impact on
plant and animal diseases that are harmful to human health and crop and livestock
production.
The Chapter on Intellectual Property may also be relevant to several human rights. As
alluded to above, provisions governing intellectual property have the potential to result into
limitations concerning the access to essential generic and cheaper medicines in the market
– and, therefore, the right to health – yet can also promote investment in medicines. As
noted in the section on social impacts, this is a concern raised by some stakeholders in the
Philippines and the country’s goal of ensuring that essential medicines are accessible and
affordable for the country’s poorer citizens. Provisions concerning the patenting of plant
varieties and seeds may, in turn, affect food security (right to food), while copyrights of
educational materials may impact the access to these materials for lower income individuals
(right to education).
Of additional relevance with specific regard to fundamental workers' rights, which are
recognised as human rights, will be the Chapter on Trade and sustainable development.134
Using the chapter included in the EU-Singapore and EU-Vietnam FTAs as a basis for what
might be ultimately reached in an EU-Philippines FTA, there is particular scope for
commitments to be made regarding cooperation and advancement in this regard. Since
much of this overlaps with labour standards already discussed in the accompanying section
on social impacts, it will not be discussed here. However, it is worth drawing attention to the
potential for such a chapter – as in the case of the EU-Vietnam FTA – to include specific
commitments to ‘respect, promote and effectively implement the principles concerning the
fundamental rights at work’, as outlined in the ILO Declaration on Fundamental Principles
and Rights at Work. 135 Importantly, such a provision could serve to enhance the human
rights of (i) freedom of association and the effective recognition of the right to collective
bargaining; (ii) the elimination of all forms of forced or compulsory labour; (iii) the effective
abolition of child labour; and (iv) the elimination of discrimination in respect of employment
and occupation.
In the following sections, a preliminary screening and scoping exercise is conducted on
several indicators relevant to human rights impacts that may arise as a result of the EUPhilippines FTA. While not exhaustive, this exercise will provide insight into the current
status quo in the Philippines and the EU, while highlighting some areas in need of further
analysis in the Study’s subsequent reports.
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Moreover, it is noteworthy that the Preamble to the agreement contains language reaffirming the two sides’
commitment to the principles in the UN’s Universal Declaration of Human Rights.
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EU-Vietnam free trade agreement, ‘Chapter Fifteen: Trade and Sustainable Development’, accessed 13 May
2018 via: http://trade.ec.europa.eu/doclib/docs/2016/february/tradoc_154229.pdf
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Commitment to International Human Rights Instruments
The Philippines has not signed, ratified or acceded to all of the eighteen international human
rights treaties and optional protocols. In 1966, the International Convention on the
Elimination of All Forms of Racial Discrimination was the first human rights treaty to be
signed by the Philippines, which was ratified one year later.136 The most recent international
human rights treaties acceded by the Philippines was the Optional Protocol to the
Convention against Torture and Other Cruel, Inhuman or Degrading Treatment or
Punishment in April 2012.
Gender Equality
While gender equality is not explicitly addressed in the current FTA texts, the European
Parliament has raised interest in incorporating this topic in trade agreements through a
Resolution adopted in March 2018. Gender equality as a component of FTA negotiations has
become particularly important as “free-trade agreements would have different impacts on
women in sectors such as agriculture or textiles, sectors in which there are strong gender
differences and often greater precarity for women”. 137 While the EU-Chile FTA has been
pinpointed as the first FTA to account for gender equality, it is anticipated that any future
FTAs may include a similar notion.
In the Philippines, the enactment of Republic Act No. 9710 (RA 9710) or the Magna Carta of
Women fulfills the commitment of the government to the Convention on the Elimination of
all forms of Discrimination against Women. This Act categorically defines discrimination
against women. This is also a comprehensive law that upholds and protects human rights of
women in all spheres. 138 However, there is still a wide range of issues and one of the goals
of the current Government is regulate the legal status of abortion. 139 Nonetheless, the
Philippines outperforms many of its neighbouring countries, with 21 per cent of seats in
parliament being held by women in 2009, further increasing to 29.5 per cent by 2017. This
is a similar share to the 29.3 per cent of Parliamentary seats held in the European
Parliament, although member state national parliamentary seats held by women vary.
Good Governance and the Rule of Law
Good governance and respect for the rule of law are integrated within the texts of previous
FTAs, as well as proposed in the EU-Indonesia FTA draft text. These are good indications of
what will be incorporated in the EU-Philippines FTA. Special emphasis is given to
strengthened multilateral governance structures.140 Furthermore, the EU-Vietnam and EUSingapore FTAs include a Chapter on Transparency, in which regulatory quality and good
regulatory behaviour are specified. This not only relates to the rule of law, but also to anticorruption practices. As such, it is expected that the completion of the FTA negotiations will
affect the indexes detailed below. While many of the indexes used in this section certainly
136
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have limitations, these will not be the main point of analysis at this stage. Further analysis
on the potential impacts of the EU-Philippines FTA on good governance structures and the
rule of law will be further analysed in the Interim Report.
For example, the Civil Liberties Index assesses a country’s freedom of expression and belief,
rights to association and organisation, its rule of law and individual autonomy and rights.
According to Freedom House, the Philippines is ranked as “partly free” and holds the
freedom score of 3/7, similar to Indonesia and more free than Malaysia.141 Important trends
that have shaped the country’s current status include the maintained impunity for crimes
against activists and journalists, the declaration of martial law across Mindanao after the
Marawi attack in May 2017, as well as the country’s war on drugs. This should be seen in
light of the continued dispute with the Muslim Moro people in Mindanao, and its inability to
address a replacing agreement for the Bangsamoro Basic Law – under which Bangsamoro
would become a self-governing region.
Similarly, the Duterte administration has not reached an agreement with the proCommunist factions which regularly results in violent insurgencies in Northern Luzon.
Furthermore, the current Administration has proclaimed its ambition to reinstall the death
penalty and to lower the age of criminal responsibility to nine leading to increased worries
regarding the Philippines commitment to international legal standards. 142 This comes
alongside the Duterte administration intent to withdraw from the International Criminal
Court, announced in March 2018 and thus effective starting in March 2019. Although the
President has announced to remain committed to uphold the rule of law, this withdrawal
could be seen as a further deterioration of human rights in the Philippines.

Index Score (-2.5
weak; 2.5 strong)

The Voice and Accountability Index covers freedom of expression and association,
independent media veering human rights, press freedom, a people’s ability to select
government officials, the electoral process among others. This index ranges from a weak
score of -2.5 to a strong score of 2.5.143

0,2

0
2008

2009

2010

2011

-0,2

2012

2013

2014

2015

2016

Year

Figure 11: Voice and Accountability Index (2008 - 2016)

Source: The World Bank144
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Index Score (-2.5
Weak; 2.5 Strong)

The Government Effectiveness Index set up by the World Bank similarly measures the
quality of public services, a country’s civil service, policy formulation and implementation,
and the commitment to policy regarding bureaucracy, education or citizen satisfaction
among others. The Philippines Government Effectiveness Index has fluctuated since 2008
around the score of 0.145
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Figure 12: Government Effectiveness Index (2008 - 2016)

Source: The World Bank146

Index Score (-2.5
Weak; 2.5 Strong)

The Regulatory Quality Index covers a government’s policy and regulations: the ability to
formulate and implement policy that permits or promotes private sector development taking
into account tariffs and taxes, price control and investment among others. The Philippines’
Regulatory Quality Index improved steadily from 2010 onwards, with its peak index score
being achieved in 2016 with 0.147
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Figure 13: Regulatory Quality Index (2008 - 2016)

Source: The World Bank148

Finally, the Corruption Perception Index and Control of Corruption Index are taken into
account. While the former looks at the perceived level of public sector corruption, the later
measures the extent public power is used to expand private gain. This includes topics like
irregular payments and public trust as well. The Philippines ranked 111th among 180
countries and received a score of 34/100 for the Corruption Perception Index (Where 0 is
the most corrupt and 100 is the least corrupt).149 This showcases that corruption is still an
important structural issue in the country. Additionally, in terms of its Control of Corruption
Index, the Philippines’ score has gradually fluctuated since 2008, reaching a high in 2013 of
145
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Index Score (2.5 Weak; 2.5
Strong)

-0.38. The following two years saw a decrease in score was visible, with a score of -0.53 in
2016.150
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Figure 14: Control of Corruption Index (2008 - 2016)

Source: The World Bank151

3.1.4. Preliminary Environmental Screening and Scoping Exercise
In general, free trade agreements engender environmental impacts by altering the scale
and composition of economic activity and through their ability to lead to changes in
production techniques.
The scale effects arising from free trade agreements relate to their associated impact on
trade, output and economic growth. To the extent that the agreement achieves its goal of
increasing bilateral trade, the increased movement of goods will – all else being equal – lead
to greater rates of transportation and associated greenhouse gas (GHG) emissions as
products are transported across greater distances. Increases in output and the consumption
of goods and services can, moreover, place greater strain on environmental resources and
land use; impact biodiversity and ecosystems; and increase energy use and emissions.
Combating these potentially negative environmental impacts from FTAs are the resulting
technological effects that may arise. This means that trade can promote greater access to,
and investment in, cleaner technologies while promoting greater efficiency in resource
usage. Furthermore, to the extent that FTAs lead to increases in wealth, environmental
quality may be positively affected as citizens express a demand for cleaner air and water.
The composition effects engendered by an FTA are dependent on changes to the mix of
goods produced in each country as a result of the agreement. If, for example, an FTA leads
to greater production in more carbon or resource-intensive industries, the agreement may
lead to greater environmental strain and emissions by concentrating more economic activity
in these areas.
The net effect of an FTA on the environment will depend on the resulting mix of these scale,
composition and technique effects as well as on the ultimate contents of the agreement, the
speed at which liberalisation takes place and the internal conditions within the partner
countries. While the specific liberalisation scenarios analysed in this SIA will be determined
in the Interim phase of the Study, this section will attempt to undertake a preliminary
screening and scoping exercise of the areas in an EU-Philippines FTA that may be viewed as
being relevant for further inquiry with respect to environmental impacts.
Using the EU-Singapore and EU-Vietnam FTAs as a basis for what might ultimately be
achieved in an EU-Philippines FTA, a number of provisions could be of particular relevance
to the agreement’s associated environmental impacts. Herein, the agreement’s chapter on
150
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Trade and Sustainable Development can play an important role in mitigating potential
negative effects associated with scale or composition. Briefly, these may include the
following.














Establishing commitments to cooperate on environmental issues in line with the
principles of sustainable development and in negotiating multilateral environmental
agreements and implementing and strengthening their provisions. To this end, the
FTA could put in place a stronger institutional setting for the implementation of
regional MEAs in the Philippines
Engaging in dialogue and information sharing dealing with best practices in
establishing and implementing an emissions trading system (ETS), Reducing
Emissions from Deforestation and Degradation (REDD+) and promoting energy
efficiency, low-emission technology and renewable energy.
By recognising the need not to reduce environmental protection in order to promote
trade and investment, the agreement could take steps to avoid concerns over the
‘race to the bottom’ hypothesis of free trade agreements that links increased
competitiveness with degradation of environmental laws.
By including provisions that recognise the right of each partner to establish its own
levels of environmental protection and to adopt or modify policies thereto, the
agreement could serve to ameliorate concerns regarding the perceived limitations
that FTAs place on a country’s ability to protect the environment.
Encouraging trade in products which promote conservation of biological diversity and
exchanging information on approaches and policies for protecting biological diversity
and limiting its loss.
The inclusion of provisions regarding forestry products could promote trade in forest
products from sustainably managed forests, including advancement of the FLEGTVPA, as well as exchanges on approaches for improving forest law enforcement.
The inclusion of commitments to: the conservation and management of fish stocks
and implementation of measures to combat illegal, unreported and unregulated
fishing; conservation and sustainable management of marine ecosystems; and the
promotion of responsible and sustainable aquaculture.

The agreement could also include specific commitments to facilitate trade and investment in
environmental goods and services by addressing the removal of barriers thereto, thereby
assisting in the enhancement of gains associated with technological effects from the FTA. In
this regard, the agreement’s chapters on Government Procurement, Trade in Services,
Investment could create opportunities for the Philippines to benefit from environmentallyfriendly technologies and expertise in instances where access is afforded to environmental
services and utilities.
In the following sections, a preliminary screening and scoping exercise is conducted on
several indicators relevant to environmental impacts that may arise as a result of the EUPhilippines FTA. While not exhaustive, this exercise will provide insight into the current
status quo in the Philippines and in the EU, while highlighting some areas in need of further
analysis in the Study’s subsequent reports.
Greenhouse Gas Emissions
Greenhouse Gas emissions (GHG emissions) and their link to climate change are of crucial
importance to the EU in the negotiation of its FTAs. The United Nations Framework
Convention on Climate Change (UNFCCC), the Paris Agreement, among others have formed
a part of several of the EU’s recent FTAs, including the EU-Vietnam and EU-Singapore FTA.
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Effective implementation of both partners’ commitments under both the UNFCCC as the
Paris Agreement forms the basis of the EU’s objectives in this area. The need to reduce GHG
emissions is explicitly mentioned, particularly due to the contributions trade has to these
emissions – most notably due to long-distance transport.

Metric Tons per Capita

Commercial zones, agricultural production as well as residential zones contribute
independently to GHG emissions too. Unused land and forestry on the other hand act as
natural CO2 absorbents, in effect offsetting GHG emissions. The steady increase of CO2
emissions in the Philippines throughout the period 2000 to 2014 is illustrated in Figure 15.
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Figure 15: CO2 Emissions

Source: The World Bank152
In the Philippines specifically, the World Bank estimates that roughly 14.5 per cent of CO2
emissions can be attributed to manufacturing industries and construction in 2014. This level
has been relatively constant since 2012, witnessing a decline since 2007 when
manufacturing industries and construction accounted for 18.9 per cent of CO2 emissions.153
Additionally, waste dumping has contributed to particularly methane emissions as well.
Finally, in an attempt to limit the contribution of vehicles to GHG emissions, the limit for
vehicles in the Philippines was upgraded from Euro 2 to Euro 4 emissions standards for
vehicles, and Euro 3 for motorcycles and tricycles.154
Air quality
The importance of air quality in relation to the FTA follows a similar logic as GHG emissions.
PM2.5 emissions are among the air pollutions directly related to industrial output, and the
change in industrial output as a direct effect of the FTA may increase current levels of PM2.5
emissions. While the EU-Philippines FTA could recognise both parties’ commitments under
the UNFCCC and the Paris Agreement, the Interim Report will further analyse the potential
impacts of the FTA on the air quality in both parties. Air quality refers to the presence of
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toxic or pollutant particles which do not disperse properly and are hazardous to human
health and welfare, or negatively affect the environment.155 156
With reference to airborne particulate matter, the World Health Organisation has released
strict guidelines to these effects: a PM2.5 level of over 35 micrograms per cubic metre
(µg/m3) and a PM10 level of 70 µg/m3 results in a 15% high long-term mortality risk
compared to the base level.157
Higher levels of air pollution pose grave risks to people’s health, in particular urban
populations.158
Levels of PM2.5 in the Philippines have been fluctuating from 25.23 µg/m3 in 2000 to
23.48 µg/m3 in 2015.159 It is important to note that not all regions in the Philippines monitor
their levels of air pollution. From the regions that did monitor air quality, the National
Capital Region, Calabarzon, Central Luzon, 160 and Zamboanga Peninsula (Region 9)
measured the highest levels of air pollution, while Soccsksargen (Region 12) recorded the
lowest levels.
Table 23: PM2.5 Air Pollution, Mean Annual Exposure

Micrograms per Cubic Metre
Source : The World Bank161
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Motorcycles and tricycles – a common passenger transport system operating on the local
level in the Philippines – are the biggest pollutants among mobile sources of air pollution.
Finally, road dust, construction and the burning of waste heavily contribute to air pollution
through particulate matter. In terms of industries that contribute most to air pollution, the
World Bank has estimated especially thermal power stations, cement manufacturers and oil
refineries to be particularly polluting. When looking at product groups alone, the production
of food & beverages, textiles, iron & steel, as well as paper products contribute most to
PM2.5 emissions in the Philippines.162 This is mainly due to a large majority of producers not
having any precautions installed regarding air quality control, with those that do have these
installed only limitedly using them due to their expensive nature.
Land Use & Land Degradation
The EU proposal for the Chapter on Trade and Sustainable Development of the EU-Indonesia
FTA explicitly addresses land use through the notion of sustainable forestry, and a similar
notion is to be expected for the Philippines in line with similar trends of the EU-Singapore
155

The Organisation for Economic Co-operation and Development – Glossary of Statistical Terms, Air Pollution,
accessed 3 March 2018 via: https://stats.oecd.org/glossary/detail.asp?ID=86
156
Environmental Management Bureau, 2012, National Air Quality Status Report 2010-2011, p. 24, accessed 12
March 2018 via: https://air.emb.gov.ph/wp-content/uploads/2016/04/DenrAirQualityStatReport10-11.pdf
157
European Environment Agency, Air Quality in Europe – 2016 Report, 2016, p. 27 – 34, accessed 13 March 2018
via: https://www.eea.europa.eu/publications/air-quality-in.../download
158
The World Bank: Wanted: a Breath of Fresh Air! Accessed 13 March 2018 via:
http://siteresources.worldbank.org/INTPHILIPPINES/Resources/Pages1-20.pdf
159
The World Bank: World Development Indicators, accessed 12 March 2018 via:
http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators#
160
The Organisation for Economic Co-operation and Development, Exposure to PM2.5 in countries and regions – in
macroregions, accessed 11 May 2018 via: http://stats.oecd.org/index.aspx?queryid=72722
161
The World Bank: World Development Indicators, accessed 12 March 2018 via:
http://databank.worldbank.org/data/reports.aspx?source=world-development-indicators#
162
The World Bank: Wanted: a Breath of Fresh Air! Accessed 13 March 2018 via:
http://siteresources.worldbank.org/INTPHILIPPINES/Resources/Pages1-20.pdf

80

EUROPEAN COMMISSION
and EU-Vietnam FTAs.163 This particularly relates to the consumption of timber and timberproducts – a prominent interest area for trade – from sustainable forests. The prevention of
illegal harvesting practices and resource depletion is also addressed. Similarly, the
importance of agricultural products for the EU FTA, and its implication on land use and land
degradation will be further evaluated in the Interim Report.
The United Nations refers to Land Use as “the functional dimension of land for different
human purposes or economic activities”. 164 The underlying assumption here is that
residential and industrial land use – which also incorporates agricultural land use – will lead
to a faster degradation of the soil compared to nature protection.
Some of the direct causes of land degradation related to land use include deforestation,
overgrazing, improper crop rotations, unbalanced fertilizer use, and over-pumping among
groundwater among others. The consequent effects of deforestation on biodiversity in the
Philippines will be dealt with separately in the Biodiversity and Ecosystems section below.
In the Philippines, the percentage of land area attributed to forests has remained relatively
stable has been increasing since 2011 with 23.7 per cent of forest coverage.165
The share of land used for agriculture on the other hand, exceeds forests: in 2000, 37.7 per
cent of the total land was used for agriculture, and this increased to 41.7 per cent by
2015.166 Land used for agricultural purposes is particularly vulnerable for land degradation.
Permanent cropland as such accounted for 15.8 per cent in 2000 and increased to 17.9 per
cent by 2015. Terrestrial and marine protected areas however, lacked behind on 2.4 per
cent of the total land area used throughout the same period. While some of the effects of
soil erosion are reversible, the conversion of land for non-conservation purposes – e.g.
agriculture, manufacturing or industries – can lead to irreversible consequences.
Table 24: Share of Land for Different Land Usages
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Source: The World Bank167
Water Quality
Water quality is an environmental indicator which closely relates to the previously
mentioned indicator of health. While particularly sensitive to industrialization if mismanaged,
water quality is an issue-area of concern for EU FTAs due to an increase of trade and
production. Through trade and investment in environmental goods and services covered by
the FTA – which could include hydro-development, water sanitation and disaster risk
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reduction – the impacts of the FTA on water quality could further be of interest to both
parties.
Annual freshwater withdrawal in the Philippines cumulates up to 17% by 2014, increasing
from an earlier estimate of 16.5 per cent in 2007. Of this, a large majority was used for
agriculture (82.2 per cent), with only minor withdrawals attribute to industry (10.1 per cent)
and household usages (7.6 per cent).168

Percentage of the
Population with
Access

The World Bank reported that by 2015, 91.8 per cent of the population in the Philippines
has access to an improved water source. This is an increase from the level measured in
2000, when the percentage with access to an improved water source rested at 87.1 per
cent.169 However, limited access to drinking water in rural areas remains less stable, leading
to often marginalized people to be more vulnerable. Similarly ongoing issues with infected
water-sources have been reported by the Department of Health, including mercury
poisoning in Palawan – in particular related to mining activities on the island – as well as
arsenic poisoning in Central Luzon.170
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Figure 16: Improved Water Source Access

Source: The World Bank171

Wastewater treatment similarly is an existing problem. Water used by households in
particular, and also by industries, has a high potential to be cleaned and treated before
entering into the country’s main water bodies. 172 The Philippines’ Environmental
Management Bureau estimates that only 5 per cent of the population is connected to sewer
networks, and 10 per cent of wastewater is treated.173 Some of the most polluting industries
include those sectors which are contributing gravely to the amount of raw sewage,
detergents, fertilizer, metals, chemical products, oils and solid waste entering water bodies.
Some commonly known examples include crop production and dairy manufacturing, the
168
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textile industry, as well as the production of pulp, paper and paperboard products. 174 In
effect, Metro Manila’s Pasig, Marikina and San Juan Rivers are among the most polluted
rivers in the world, with some estimates the Pasig River at its current state no longer
supports life at all. Existing estimates put the economic loss due to sanitation issues around
78 billion Philippine pesos a year – roughly EUR 1.2 billion. Polluted water resources account
for almost 1/4th of the total losses.175
Waste Management
The sustainable management of waste and chemicals was proposed in the EU text for the
EU-Indonesia FTA, under the Chapter on Trade and Sustainable Development. As such, a
similar sentiment is to be expected under the EU-Philippines FTA. With the expected
increase in waste related to productivity, manufacturing and industrialization – as well as
waste generated from trade in general – the implications of the FTA on waste-management
will be relevant for both the Philippines’ and the EU’s international commitments to
multilateral environmental agreements mentioned. This section will provide a concrete
understanding of waste management in both parties for further analysis in the Interim
Report.
In the Philippines, local government units have been appointed as the executing agency for
solid waste management: “as provided for in RA 9003 and in relation to the Local
Government Code 1991, or RA 7160, the local government units (LGUs) are given the
power to enforce laws on cleanliness and sanitation, solid waste management, and other
environmental matters.”176 As such, no national management system is in place nation-wide,
and a wide variety of best-practices are currently in place. The Asian Development Bank
(ADB) estimates that roughly 35,000 tons of solid waste is generated in the Philippines each
day, with over a quarter being generated in Metro Manila alone. 177 The burning of solid
wastes contributes to a decrease in air quality, while water quality can also be affected. As
such the burning of waste was made illegal in the Philippines in 1999 – making it the only
city in the world to ban incineration practices.178
In effect, LGUs rely on unsanitary dumping – often in close proximity to minor tributaries of
some of the country’s main rivers – for its waste management, which regularly leek into for
example the Marikina River in Metro Manila.179 The consequences are worsened as merely
70 per cent of the total produced waste gets collected daily in the National Capital Region with rural areas potentially having an even lower coverage.180 In effect, uncollected waste is
often left behind in streets and rivers, increasing the risk of floods. Alternatively,
uncontrolled dumping by private firms in some of the country’s largest bodies of water –
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including Manila Bay – has similarly occurred.181 When mismanaged, waste collection can
further affect the environment beyond the human health and the environment: disaster
resilience. “Every solid waste management approach can contribute to the worsening
climate change as they are sources of greenhouse gases (GHGs) not just due to the
emissions from their processes and the energy they consume, but also due to the methane
(CH4) produced when they are disposed of in landfills.” 182 Typhoon-related floods have
become an occurring cause for accidents happening at waste-management sites, among
others in Payatas and Tondo near Metro-Manila 183 . Similarly, waste filling up drainage
channels has similarly caused flooding in urban areas, further affecting local livelihoods in
particular of marginalized populations.
Industries that are known to contribute significantly to waste creation include the food and
beverage sector, where especially decayed plants, livestock manure and dead animals from
the livestock industry are a main source of solid waste. 184 The Asian Development Bank
estimates that food wastes contribute to the majority of the total solid waste production in
the Philippines, while plastics, paper & cardboard, disposable diapers, textiles, mineral
waste, wood and glass made up smaller amounts of solid waste.185
Biodiversity & Ecosystems
While not specifically addressed in the EU-Singapore FTA, biodiversity was addressed under
the EU-Vietnam FTA with dedicated provisions under the chapter on Trade and Sustainable
Development. Similarly, in the EU proposal in this area for the EU-Indonesia FTA, the
importance of biological diversity and nature conversation was reiterated, allowing for the
expectation for a similar sentiment in the EU-Philippines FTA. Enhanced cooperation on this
topic specifically is a core objective for the EU. For this reason, the following section will
provide a better understanding of the current biodiversity and ecosystems in the Philippines,
to be further analysed in the Interim Report.
The unsustainable use of resources, freshwater and land, elements that are subject to
change through the implementation of FTAs, can directly relate to environmental decline
throughout the country. In particular rainforests, as well as marine and coastal ecosystems
like wetlands, mangroves and atolls are particularly vulnerable due to the complex networks
they sustain. The effects of pollution and overexploitation by fisheries can direct impact local
fish-populations and coral die-off.
Characterised by many low-lying islands, the Philippines is vulnerable to impacts on its
coastal ecosystems due to environmental degradation and increased flooding among
others. 186 Throughout its island ranges, a wide variety in natural habitats – including
wetlands, atolls, mangroves, dense forests and mountainous areas among others – allows
for a mega-diversity in ecosystems to sustain in the country. Over 52,000 independent
animal species have been described, a majority of which is not found in other countries at
181

GERONIMO, J. Y. 2017, Cimatu Investigates Dumping of Solid Waste into Manila Bay, Rappler, accessed 12
March 2018 at: https://www.rappler.com/nation/183655-cimatu-orders-probe-manila-bay-solid-waste-dumping
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PALAFOX, F. A. JR, 2017, Ecological Waste Management, The Manila Times, accessed 12 March 2018 via:
http://www.manilatimes.net/ecological-waste-management/367117/
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The Asian Development Bank, 2004, The Garbage Book, p. 18, accessed 12 March 2018 via: https://thinkasia.org/bitstream/handle/11540/249/garbage-book.pdf?sequence=1
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The World Bank: Philippines Environment Monitor 2003, p. 8, accessed 13 March 2018 via:
http://documents.worldbank.org/curated/en/144581468776089600/pdf/282970PH0Environment0monitor.pdf
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The Asian Development Bank, 2014, Republic of the Philippines: Solid Waste Management Sector Project, p. 2,
accessed March 13 2018 via: https://www.adb.org/sites/default/files/project-document/200441/45146-001-tacr01.pdf
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all. In terms of terrestrial mammals, birds, reptiles and amphibians, nearly 1500 species
alone can be found in the Philippines.187 Out of these, 225 species are listed as threatened,
with a further 243 plant species similarly listed as threatened.
Resource exploitation – including deforestation – forms a significant threat to Philippine
ecosystems. Logging practices, mining and land conversion to meet the country’s industrial
demands are prioritized over nature conservation. In particular, food and beverage
production sees the conversion of forests into agricultural land, while wood, paper and
rubber production see the further conversion of these areas into zones for commercial use.
The economic activities these generate – in terms of energy, waste, and logistics among
others, further threaten existing biodiversity and sensitive ecosystems. Fisheries mainly
impact marine and coastal ecosystems, mainly due to overexploitation, while unsustainable
mining to meet the demands of heavy industries not only affects mountainous areas due to
depletion but also affect the wider environment through waste and waste-water dumping.
Furthermore, the Philippines is extremely vulnerable for storms and extreme weather
conditions like seasonal typhoons.

3.2. Proposed Sector Selection
3.2.1. General Approach
The main criteria for selecting a sector for in-depth review in the SIA are:
i.
tangible impact across all or some of the four impact dimensions (economic,
social, human rights and environmental dimensions);
ii.
the degree of sensitivity of the sector to the various distinct trade
liberalisation scenarios; and
iii.
offensive or defensive interests from the EU and/or the Filipino side.
The selection of sectors or products which need to be focused on for the EU-Philippines FTA
SIA will be motivated and justified through a granular analysis of the sector’s (or product’s)
actual and potential importance and relevance for EU-Philippines trade and investment
relations. For the scoping and screening the Study Team will analyse sectoral indicators
reflecting:
(i)
sectoral economic performance indicators;
(ii)
actual and potential trade between the EU and Philippines; and
(iii)
enterprise and sectoral characteristics.
Sectoral economic performance will be assessed through descriptive indicators of: (i)
output; (ii) value added; and (iii) employment. The actual and potential trade between the
EU and Philippines will be assessed by taking into account indicators on: (i) global, regional
and bilateral trade; (ii) inward and outward investment flows for the Philippines,
distinguishing EU, ASEAN and other sources and destinations, including China; and (iii)
integration in global value chains. In view of the focus of the SIA, additional specific sector
and enterprise characteristics will also be taken into account as follows: (i) firm size
distribution, degree of concentration and prevalence of SMEs; and (ii) locational
characteristics by region/province and/or EU Member States.

187

Biodiversity Management Bureau, Status of the Philippine Biodiversity, accessed 13 March 2018 via:
http://bmb.gov.ph/388-protection-and-conservation-of-wildlife/facts-and-figures/786-status-of-the-philippinebiodiversity
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Figure 17 below presents the eight sets of indicators, with a further elaboration of the data
to be collected to develop a comprehensive picture for the sectors and the Filipino economy
in general. The descriptive analysis of sectoral economic and trade indicators will
complement the impact assessment covering the four dimensions of the SIA: economic,
social, environmental and human rights impacts. An overview of these indicators has been
presented in Section 3.1 above.
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Economic and
Trade
indicators

Employment

Trade

Investment

Value-added

Firm size
distribution and
concentration/
importance of
SMEs

- Total sectoral
employment
- Share of
national
employment
- Growth in
employment
- Share of
un/skilled
workers
- Share of women
in sectoral
workforce
- Incidence of
informal
/vulnerable
employment

-HerfindahlHirschman Index

-Sectoral exports
and imports
(level and
growth)

- Outward/Inward

-Share of
national -exports
and imports
-Bilateral exports
and imports EUPhilippines (level
and share)

FDI
(Levels/Sectoral
shares/origin )

Total sectoral
value-added
Share of national
value-added

Regional
concentration

-Urban v. rural

CR4/CR8

-By region in
Philippines

-Total sectoral
Enterprises

-By EU Member
States

-Number/Share of
public enterprises
and GLC s

-Bilateral FDI
EU-Philippines
(overall and in
terms of share of
total country FDI
and global
sectoral FDI)

-Average nr of
employees per
enterprise
-Contribution to
trade by SMEs

-Trends in
Outward/inward
FDI and bilateral
FDI

Figure 17: Economic and Trade Indicators for Sector Selection
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Output

-Sectoral output
levels
-Share of
national GDP
-Growth in share
of national GDP
-Production in
informal economy
-Labour
productivity
levels and trends

Integration in
global value
chains

-Share of valueadded in global
value chains
-Main partner
countries in VC
-Foreign value
added in gross
exports
-Forward v.
Backward
linkages
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3.2.2. Qualitative Impact Assessment
For the sectors for which in-depth analysis is proposed and confirmed, the Study Team will
undertake additional qualitative impact assessments. Key sources for informing this
assessment include literature review, case studies, feedback from business and civil society
stakeholders as well as the internal expertise of the Study Team. Some of the questions to
be answered in assessing the impacts as well as the degree of sensitivity of the sectors
across each of the four dimensions are identified below.
With regards to the economic and trade impact of the FTA, further to Section 3.1.1.
above, pertinent questions are:




What are the existing problematic/restrictive Tariffs and NTBs affecting trade and
investment between the EU and Philippines? Which sectors do they impact?
Are these problematic barriers likely to be resolved within the EU-Philippines FTA?
What is the likelihood of resolution in the absence of an EU-Philippines FTA?
If these are resolved or ameliorated, what is the potential impact on sectors
affected?

With respect to the social impact of the FTA, the profile of vulnerable/disadvantaged
groups needs to be elaborated further and placed in the overall context of poverty and
income inequality in the Philippines, elaborated in Section 3.1.2 above. Pertinent questions
about the social impact are:




What is the current status of decent work and working conditions and in which
sectors are problems/concerns most prevalent? (Wage levels, working standards,
health and safety at work, social dialogue)
Are the vulnerable/disadvantaged groups concentrated in, or reliant on, specific
sectors? Are they concentrated in specific geographic areas or regions?
Will trade liberalisation in specific economic sectors impact specific groups or
professions more than other parts of the population?

In terms of the human rights impact of the FTA, the human rights issues and concerns in
Philippines have been reviewed in Section 3.1.3 above. Further pertinent questions are:




Is there scope for a potential FTA to impact these conditions?
Are specific groups disproportionately impacted by these human rights concerns?
Are they more heavily employed in, or reliant on, certain sectors or concentrated in
particular regions of the Philippines?

With regards to the environmental impact of the FTA, the current status of environmental
indicators in the Philippines has been analysed in Section 3.1.4 above. Further pertinent
questions are:


For which sectors is accelerated trade within the scope of the FTA likely to improve
or exacerbate (i) Green House Gas emissions; (ii) energy consumption; (iii)
biodiversity; (iv) air quality; (v) water quality and availability; (vi) land use; (vii) soil
quality; (viii) waste and waste management; and (ix) marine litter.

In addition to the qualitative impact assessment, the offensive and defensive interest of the
EU and Philippines are highly relevant for selecting sectors and/or products for in-depth
case-study and review. At this relatively early stage in negotiations between the EU and the
Philippines, these interests have not yet been fully articulated. Nevertheless, the EU has
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completed agreements with two ASEAN Member States, namely Singapore and Vietnam.
These agreements are expected to serve as reference points for future agreements with
other ASEAN Member States, including the Philippines. The degree of liberalisation attained
and the carve-outs for sensitive sectors and issues will of course differ between these
countries and Philippines, reflecting their distinct economic, social, environmental and
human rights contexts.
3.2.3. Preliminary Sector Selection
Based on these considerations as well as taking into account the preliminary screening and
scoping of economic, social, human rights and environmental issues undertaken in Section
3.1., the Study Team has flagged the following sectors for in-depth analysis during the SIA’s
Interim phase:







Automotive manufacturing
Clothing, apparel and footwear
Fisheries
Tourism
Other business services
Office and telecommunication equipment (‘ICT’)

25 below summarises the potential impacts identified across each pillar of
sustainability as well as the offensive and defensive interests of the EU and Philippines. This
is followed by a brief overview of each sector as it pertains to the issues of sustainability in
the context of a potential FTA.
Table
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Table 25: Preliminary Sector Selection for the EU-Philippines SIA
SUSTAINABILITY IMPACT ASSESSMENT (preliminary)
Sector

Economic
Impact

Automotive
(vehicles and
components)

High GDP and
employment impact for
the Philippines;
EU outward FDI
opportunities.
Increased EU
competitiveness vis-àvis Japan, China,
Korea, ASEAN in
Philippine market for
auto imports
Potential growth in
investment in
Philippines and exports
to the EU. Ability to
secure access after
graduation from GSP+
Potential for increased
exports to the EU.
Opportunities for
Philippines to expand
and move into higher
value added
downstream activities.
Threats to EU
processing in coastal
regions reliant on the
sector

Clothing,
apparel and
footwear (HS
61, 62 and 64)

Fisheries

Tourism

and

Trade

Important contributor
to GDP in the
Philippines.
Opportunities for
increased investment

Social Impact

Human Rights
Impact

Environmental
Impact

Sectoral
Sensitive Issues

Offensive/Defensive
interests

Growth in
employment for
major jobsproducing sector
in both EU and
Philippines

Labour
standards in
subcontracting

Increases in
GHG
emissions;
releases of
solvents and
toxic
chemicals

EU/UNECE
safety
standards to be
met by Filipino
producers

The Philippines offensive
interests (expanding
exports) and defensive
interests in terms of
protecting domestic
sector, whereas EU has
primarily offensive
interests

Increased wages
and employment
for lower-skilled
workers; potential
gender dimension

Concerns
over working
conditions
and labour
standards

Rules of Origin

Philippines has primarily
offensive interests; EU
has defensive interests

Important source
of employment
and income for
poor and rural
populations in the
Philippines.
Potential negative
impact on EU
workers in
processing sector
in coastal regions
reliant on the
sector
Important
contributor to
employment;
potential for
further growth.
Potential to
contribute to
poverty reduction

Food security
could be
improved by
sustainable
management
or harmed by
overfishing;
Labour
standards
and health
and safety
issues in
SMEs
Displacement
of indigenous
groups

Increases in
air and water
pollution as a
result of the
production
process
Overfishing;
damage to
marine
ecosystems;
mangrove loss
through
conversion to
fishponds and
eutrophication

EU SPS
standards, EU
canning
industry located
in regions
heavily
dependent on
fishing and
processing

The Philippines has
mainly offensive
interests, whereas the EU
has both offensive and
defensive interests

Overcrowding;
extensive
strain on
resources;
construction
can disrupt
ecosystems

GATS openness
via Modes 2 and
3

The Philippines has
offensive interests, the
EU has offensive
interests.
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Other Business
Services (BPO,
communication
and IT services)

Philippines is a world in
BPO services and an
important source of
foreign earnings. EU
FDI can assist in
transition to high value
BPO

Office and
telecommunicat
ion equipment
(HS 85)

Leading product traded
between the EU and
Philippines. Potential
for increased
investment in
Philippines, facilitating
ascension of value
chain and improving
labour productivity

Important
contributor of
employment in
well-paying jobs
in Philippines;
major employer of
women; large
source of tax
revenue that can
be used to fund
social
development
Growth in wellpaying jobs in the
Philippines

Decent work
challenges:
high-stress,
and risks to
health; low
unionisation
and collective
bargaining;
irregular work
hours

Impact on
health
through
generation of
e-waste

Source: EU-Philippines SIA Study Team
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GATS openness
of Philippines to
be increased

Use of heavy
metals and
toxic/carcinoge
nic chemicals
causing
pollution; ewaste

The Philippines has
offensive interests

EU (ref East Asian
markets) and Philippines
(expanding exports and
ascending value chain)
have offensive interests
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Automotive manufacturing
The Philippines’ automotive sector is one of the fastest growing in the ASEAN region and has
become an important source of growth for the economy. While the EU is, in turn, the world’s
largest market for, and exporter of, automotive products, bilateral trade in motor vehicles
and parts and accessories is marginal. The Philippines represented less than one-tenth of
one per cent of the EU’s total automotive exports and imports in 2017. Similarly, the EU
plays a relatively minor role in the Philippines’ trade of automotive products, accounting for
only 2.7 per cent of the value of its automotive imports in 2017, and 7.6 per cent of its total
exports.188
These figures suggest that there is potential scope for the EU-Philippines FTA to promote
increases in bilateral trade in automotive products. The reduction or removal of tariffs on EU
imports entering the Philippines would, in particular, improve competitiveness vis-à-vis
Japan, Korea, China and ASEAN members that currently enjoy preferential market access,
stimulating exports of passenger and commercial vehicles and parts and components.
In turn, the Philippines stand to benefit from potential increases in EU investment in the
domestic automotive industry. Such investment could help improve domestic R&D
capabilities, facilitate the transfer of skills and technology and spur economic growth,
increases in value-added and exports from the Philippines in the long-term by upgrading
domestic manufacturing. EU investments by larger automotive manufacturing enterprises,
in particular, could produce notable benefits to the Philippines by helping to facilitate the
establishment of automotive manufacturing ecosystems or clusters. This, in turn, has
implications for allied upstream industries that serve the sector, such as steel and chemicals.
Such an outcome would assist the government in reaching longer-term goals of
transforming the Philippines into a global automotive production base with increased local
content.
In terms of social and human rights impacts, the FTA presents opportunities for increased
employment. The automotive sector is an important source of employment in both the EU
and the Philippines, providing jobs for 5.7 per cent of the EU workforce (11 per cent of total
manufacturing employment) and employing more than 400,000 workers in the
Philippines.189 Within the EU, automotive manufacturing tends remains an important source
of well-paying jobs that are supported by strong labour unions that advocate on behalf of
workers’ rights and labour conditions. In like manner in the Philippines, the sector serves as
an important source of well-paying jobs with workers in the industry more positively
represented by collective bargaining than in other industries.
In the aggregate, the creation of automotive manufacturing jobs in the EU – predominantly
through increased exports to the Philippines – and in the Philippines – through increased EU
inward investment and exports over the longer term – could provide positive improvement
in wages and wealth. In the Philippines, in particular, this could have added benefits for the
reduction of poverty. Nevertheless, it may be important for the in-depth analysis to assess
the potential scope for any disparities related to gender and region.
Environmentally, growth in the sector could lead to a growth in GHG emissions as a result of
increased consumption and usage of automobiles and as a by-product of manufacturing.
However, increases in EU investment would likely facilitate domestic R&D capabilities and
188
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European Commission, DG GROWTH, ‘Automotive Industry’, retrieved 15 May 2018 via:
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lead to improvements in skills and knowledge that could improve the energy efficiency of
automobiles produced domestically. Additional potential concerns relate to the release of
solvents and chemicals that occur through the production process.
Clothing, apparel and footwear
While the Philippines’ clothing, apparel and footwear sector has been in decline since the
1990s, recent years have seen some positive developments that portend potential future
growth. Most notably, the conferral of GSP+ privileges to the Philippines has provided
preferential access to the EU market, leading to some initial influx in investment among
manufacturers seeking to capitalise from these benefits. To the extent that the EUPhilippines FTA can ensure continued access to the EU clothing, apparel and footwear sector
following the Philippines’ eventual graduation from the programme, there is potential for the
agreement to produce positive economic benefits for the industry over the long-term. In
assessing these impacts within the Interim Report, one area that will require further
elaboration, however, will be the range of assumed outcomes regarding the agreement’s
rules of origin for clothing, apparel and footwear originating from the Philippines.
With increased exports and investment, several social impacts may arise in the Philippines
related to associated gains in employment and wages. At the same time, potential concerns
exist regarding labour conditions for those employed in the industry. As the sector serves as
an important source of income for lower-skilled women, these impacts may have gender
and skill-level dimensions that warrant attention within the Interim Report’s in-depth
analysis.
Within the EU, the garment industry is heavily populated by SMEs which account for more
than 90 percent of the sector’s total workforce. The extent to which this sector may be
impacted is likely to be heavily contingent on the rules of origin (RoOs) ultimately
established under the FTA. By maintaining strict RoOs, as in the case of the EU-Vietnam FTA,
there may be scope for the agreement to provide potential advantages to the EU over the
long-term in the form of lower production costs by shifting lower value components of the
value chain away from third countries with rising input costs and into the Philippines, where
they can benefit from preferential access to the EU market. As the EU garment industry has
increasingly shifted toward higher value-added activities within the global value chain, lower
input costs could have positive social implications in terms of employment and income
resulting from increased competitiveness.
A number of environmental issues may also arise in the production of clothing, apparel and
footwear, which deserve further attention. Various pollutants can be released into the
atmosphere as a result of waste generated in production, including, inter alia, particulates,
nitrous oxides, sulphur dioxide, volatile organic components (VOCs), carbon monoxide and
hydrocarbons. Manufacturing also places heavy strain on water resources and can result in
the release of toxic chemicals (e.g., PBDEs, phthalates, organochlorides and lead) into
freshwater sources in instances where wastewater is not properly treated. This in turn can
have additional negative implications for human health.
Fisheries
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The Philippines is the one of the world’s top fish producing countries, with production of
4.36 million metric tonnes in 2016 valued at USD 4.4 billion (1.6 per cent of GDP). 190
Leading products of economic importance include milkfish, tiger prawn and Tilapia in the
country’s aquaculture sector; yellowfin tuna, big-eyed scad, frigate tuna, round scad, squid,
skipjack, Indian mackerel, threadfin bream and Indian sardines in marine production; and
Tilapia, Carp and mudfish in inland fish production. In terms of bilateral trade, the EU
accounted for 15 per cent (USD 70.49 million) of the Philippines’ total fishery exports in
2017 and 40 per cent of their total tuna exports. 191 Cumulatively, the Philippines’ main
exports in the fisheries sector include tuna, shrimp/prawn and seaweed.
As the fisheries sector remains an important industry for the Philippines, there may be
considerable scope for the EU-Philippines FTA to increase exports over the long-term. While
the Philippines currently benefits from reduced tariffs under the GSP+, the agreement could
serve to ensure that this access continues following the country’s eventual graduation from
the programme. Moreover, Filipino producers may not always be able to comply with EU
food safety standards. To this end, the agreement has the potential to further promote
cooperation and technical dialogue between the two sides, facilitating Philippine exports to
the EU market through the strengthening of food safety testing and data collection.
By securing preferential access to the EU market, notable social gains could accrue to
Filipinos employed in the sector. Roughly 1.6 million Filipinos are directly employed in the
sector with many being small-scale fishers. Increased output as a result of the agreement
would be particularly beneficial to improving the welfare of this group, which includes rural
residents located in the country’s poorest regions. However, the sector remains subject to a
number of human rights concerns related to hazardous working conditions, forced or
compulsory labour and human trafficking (including for children) that could become
exacerbated – particularly in the short-term – as a result of increases in output associated
with an agreement.192 Concerns of overfishing, as well, pose potential problems with respect
to the right to food.
Moreover, social impacts in the EU may arise with respect to the agreement’s potential
effect on the domestic processing industry. The fisheries sector is an important source of
income and employment in many coastal areas and the reduction or removal of tariffs on
processed fisheries products from the Philippines has the potential to negatively impact
regions more reliant on the sector. Such an outcome could also negatively impact food
security. With respect to the environment, issues may emerge in terms of overfishing and
threats to the marine ecosystem that could arise or become exacerbated by increased fish
capture resulting from the FTA. Aquaculture, which is the Philippines’ leading source of
fisheries output, further poses risks to marine ecosystems in the form of mangrove loss
arising from its conversion to fishponds as well as eutrophication arising from production
processes. In particular, increased production may place additional strain on fish
populations, threatening biodiversity and food security. While the Filipino government has
taken aggressive action in curtailing overfishing, there is potential for the FTA to further
these efforts through its chapter on Trade and Sustainable Development.

190
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Tourism
Tourism is a sector of growing economic importance for the Philippines. The number of
foreign visitors has more than doubled over the past decade, surpassing 6.6 million in 2017.
Overall, the sector accounts for nearly 9 per cent of GDP and is the third largest export,
accounting for USD 6.3 billion in 2016. 193 The EU represents the fifth largest source of
foreign tourists into the Philippines, with annual visitors surpassing 500,000 in 2016. The
EU-Philippines FTA may engender economic gains through increased EU investment in the
industry, helping to further the sector’s development and improving infrastructure
conductive to the industry’s growth.
Providing jobs to more than 5.2 million people, the tourism sector is a major source of
employment in the Philippines (12.8 per cent of the total workforce). To the extent that the
FTA is able to promote further development of the industry, it has the potential to generate
social impacts through increased employment and incomes for those segments of society
reliant on the industry. In terms of human rights, increased tourism can aggravate
competition for scarce resources – such as water, food and land – which may have
implications for indigenous groups.
For the EU, increased tourism flows and investment in tourist infrastructure could generate
gains to providers of travel and hospitality services. Moreover, to the extent that the FTA
promotes gains in wealth among Filipinos, the agreement could provide benefits by
increasing the number of Filipino tourists to the EU over the long-term. Increased tourism is
associated with a number of potential environmental impacts, which warrant further
consideration. By contributing to overcrowding, tourism places strain on natural resources
such as water and land. Tourism is often water intensive, with hotels, swimming pools and
golf courses prone to overusing water, leading to degradation of local supplies and greater
volumes of wastewater. Construction activities and infrastructure development to
accommodate the tourist sector can, moreover, lead to coastal and soil erosion, land
degradation and biodiversity loss. Coastal wetlands may be drained and filled in as a result
of construction of tourism facilities and infrastructure, disrupting the local ecosystem.
Other business services
The Philippines is one of the world leaders in Business Process Outsourcing (BPO) services,
representing more than 12 per cent of global BPO output. The sector has experienced rapid
growth over the past 15 years, more than tripling in output. Generating more than USD 25
billion in revenue, the sector has become the second largest source of foreign exchange
earnings after remittances, accounting for approximately 10 per cent of GDP.194
Given its importance to the Philippines’ economy, there is potential scope for the FTA to
generate economic impacts associated with BPO. While contact centres remain the largest
subsector within the Philippines’ BPO industry, the country has increasingly shifted into
more high-value services such as legal research, medical transcription, software
development, computer-aided design, animation, gaming software and more complex back
office services. The further development of these sectors is crucial to the industry’s
development and is critically reliant on foreign direct investment. In this regard, provisions
within the agreement that improve bilateral investment conditions provide potential to
greatly impact the future of the industry.
193
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Growth in the BPO sector arising from the EU-Philippines FTA may similarly engender a
number of social impacts that warrant further consideration. The sector is one of the largest
private employers in the Philippines, providing direct employment for 1.3 million Filipinos
and indirect employment for a further 3.2 million.195 Jobs within this sector provide wages
that are substantially higher than the national average, making it an important source of
income and social mobility. As positions in high-value services such as software
development provide even higher earnings, growth in these services present greater
potential to improve wealth, while also shielding workers from the threats of automation
common for lower value BPO services. Further, as a significant generator of public revenue,
the BPO sector provides the government with an important source of funds that can be used
to further social objectives.
Nevertheless, the industry presents a number of challenges to decent work that are of
relevance to the overall social and human rights impacts that could potentially arise.
Research from the ILO finds that workers in the Philippines’ BPO industry are subject to
high-stress work environments that can produce detrimental impacts on health.196 Negative
psychosocial effects, moreover, can occur as result of irregular work hours fostered by the
need to provide services to customers at distant geographic locations. These hours also
produce logistical challenges in securing transportation to and from the place of work, which
presents physical dangers – particularly to women employees. In this regard, it is
noteworthy that the majority of workers in the Philippines’ BPO sector are women,
suggesting that there may be important gender dimensions to any potential impact. At the
same time, however, research suggests that these women tend to be disproportionately
represented in low-paid, low-skilled positions within the industry. 197 Finally, trade union
activities are nearly non-existent within the sector, limiting the access of workers within the
industry to collective bargaining.
Office and telecommunication equipment (ICT products)
In terms of the EU’s bilateral trade with the Philippines, Office and telecommunication
equipment (ICT products) and electronic goods serve as both the leading export and import,
representing 44.5 percent of the EU’s total imports from the Philippines and 18.3 percent of
exports over the past 5 years. The sector’s notable importance in bilateral trade, therefore,
warrants closer examination of the potential impacts associated with liberalisation.
For the Philippines, the potential for economic impacts to be generated through increased
liberalisation are amplified by the fact that the ICT industry is the country’s leading
manufacturing sector, generating more than 40 percent of its total exports and serving as a
key driver of economic growth and foreign direct investment. However, recent years have
seen declines in the sector’s global competitiveness. The industry remains concentrated in
low value-added intermediate components and has seen labour productivity grow at lower
rates than other ASEAN economies. To the extent that the EU-Philippines FTA can promote
increased investment in the sector, it may produce notable economic impacts by increasing
R&D activities and transferring skills, technology and knowledge that would assist in
escalation of the value chain. Given, moreover, the highly-integrated nature of the sector
195

Ibid.
Errighi, L., S. Khatiwada and C. Bodwell, ‘Business process outsourcing in the Philippines: Challenges for decent
work,’ ILO Asia-Pacific Working Paper Series, 2016. Retrieved 19 May 2018 via:
http://www.ilo.org/wcmsp5/groups/public/---asia/---ro-bangkok/---srobangkok/documents/publication/wcms_538193.pdf
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Ibid.
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worldwide, there is scope for the agreement to impact the wider global ecosystem in
production and trade of these products, making a more in depth analysis necessary in order
to understand the wider implications of the FTA.
In the Philippines, the sector is an important source of employment, providing jobs for 2.2
million workers. 198 Increases in sectoral employment as a result of the agreement –
particularly in the form of higher-value added manufacturing activities – could produce
positive social impacts for Filipino workers by creating more well-paying jobs that could
assist in raising overall wealth and lowering poverty. With approximately 92 percent of all
manufacturing firms currently located in Metro Manila and Calabarzon, any increases in
employment and revenue, however, may be concentrated in these regions, creating
potential for regional disparities to arise.
Environmental impacts that could be generated in the sector relate largely to the impact on
electronic waste, which results as a by-product of manufacturing activities. Often containing
heavy metals such as lead, mercury, lithium, arsenic, cadmium, selenium and hexavalent
chromium as well as organic chemicals such as polybrominated biphenyls and
polybrominated diphenyl ethers, this waste can be harmful to both the environment and
human health, which, in turn, has implications for human rights.

4. Stakeholder Consultation Plan
The stakeholder consultation process will serve to collect invaluable information and insights
from a wide range of stakeholders to feed into the SIA in support of FTA negotiations
between the EU and the Philippines, as well as to further raise awareness of the progress of
these negotiations among relevant stakeholders.
The Stakeholder Consultation Plan will (1) set out the objectives and scope of the
consultation, (2) map key stakeholders, (3) establish consultation methods and tools which
ensure a comprehensive, balanced, timely, tailored and incorporated stakeholder
consultation process, and (4) identify the main risks to participation and mitigation
strategies.

4.1.

Objectives and Scope

A continuous and wide-ranging consultation process will be conducted to support the SIA in
support of FTA negotiations between the EU and the Philippines. This inclusive consultation
process is a key characteristic of all EU impact assessments and evaluations. The effective
delivery of stakeholder consultation requires adherence to the common methodological
framework outlined in the Better Regulation Toolkit199 and Better Regulation Guidelines,200
as well as in the formulation of a robust methodological approach in response to the specific
requirements of this impact assessment. The Study Team will establish a dynamic and
robust methodological approach that will adhere to the minimum standards for stakeholder
consultation201 to ensure that the consultation process is:
198

Department of Trade and Industry, Government of the Philippines. Retrieved 24 May 2018 via:
http://industry.gov.ph/industry/electronics/
199
The European Commission, 2015, Better Regulation Toolbox, available at: http://ec.europa.eu/smartregulation/guidelines/toc_tool_en.htm
200
The European Commission, 2015, Better Regulation Guidelines (SWD(2015) 111 final), available at:
http://ec.europa.eu/smart-regulation/guidelines/docs/swd_br_guidelines_en.pdf
201
The European Commission, 2016, Handbook for trade sustainability impact assessments 2nd edition, available at:
http://trade.ec.europa.eu/doclib/docs/2016/april/tradoc_154464.PDF
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Comprehensive - giving all stakeholders the opportunity to express their views;
Balanced - ensuring that the consultation is representative;
Timely - allowing sufficient time for stakeholder inputs and contributions;
Tailored - ensuring that the needs of specific target audiences are met; and
Incorporated - taking into account all feedback and input in the study.

The objectives of the stakeholder consultation process for SIA in support of FTA
negotiations between the EU and the Philippines are: (i) to actively engage with a wide
range of stakeholders in order to reflect their experience, priorities and concerns; and (ii) to
contribute to the transparency of the SIA analysis; and (iii) to assist with the identification
of priority areas and key issues relating to the possible economic, social, environmental and
human rights impacts in the negotiations. This is keeping with the objectives set out by the
European Commission in its Handbook for Trade Sustainability Impact Assessments.202
Importantly, there will be the dissemination of the outcomes of the stakeholder consultation
process at all the main stages of the analysis, including in the publication of the draft
reports for comments and in discussions at public meetings.

4.2.

Stakeholder Mapping

Annex I (Section 6.1) contains a preliminary list of key stakeholders in the EU and in the
Philippines. To establish this list, initial desk research was conducted to identify relevant
stakeholders in the following categories:









National and regional government administrations – relevant government bodies,
such as ministries, legislative bodies (including the House and the Senate) as well as
relevant entities of the national and regional administrations involved with trade and
the GSP+.
Businesses – relevant chambers of commerce, SME organisations, business
associations and trade associations.
Social partners – relevant social partners including employers’ federations and trade
unions.
International organisations – relevant international organisations involved with social
rights, human rights and environmental protection.
Civil society – relevant non-governmental organisations, such as human rights
organisations, women’s rights and gender equality organisations and other relevant
civil society groups involved with social rights, human rights and environmental
protection.
Research institutes – relevant university and research institutions involved in trade,
social, environmental and human rights research.

This preliminary stakeholder list contains suggested stakeholders in both the EU and the
Philippines and will be expanded and refined throughout the project in consultation with the
Inter-Service Group, the European Economic and Social Committee, and the Delegation of
the European Union to the Philippines. The stakeholder list captures a wide range of

202

The European Commission, 2016, Handbook for trade sustainability impact assessments 2 nd edition, available at:
http://trade.ec.europa.eu/doclib/docs/2016/april/tradoc_154464.PDF. The Handbook lists three specific objectives
which include: (i) engaging all interested parties; (ii) contributing to the transparency of the SIA analysis; and (iii)
helping to identify key issues in trade negotiations.
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stakeholders in order to reach the highest participation rate to add constructive and
representative perspectives throughout the process.
Additionally, this list will also serve as a database for the consultation and stakeholder
outreach activities:




4.3.

Local workshop in Manila – priority stakeholders will be selected from the database,
in close consultation with the Inter-Service Group, the Delegation of the European
Union to the Philippines, and the European Economic and Social Committee, to
attend the local workshop. Correctly assessing the most adequate participants to
attend and speak at the workshop is of ultimate importance, as the quality of the
data gathered from the workshop relies on this. Priority stakeholders are therefore
selected taking into account various aspects, such as the relevance of their
organisation in the administration of trade and trade-related matters, those actively
involved groups that focus on trade and trade-related activities as well as those who
are actively involved in trade with the European Union.
Interviews and meetings – priority stakeholders will be selected from the database to
conduct interviews on the potential impact of the EU-Philippines FTA in the Phase 2
of the Project.

Local workshop

A one-day local workshop will be held in Manila, Philippines in autumn 2018. The workshop
will be designed to promote a genuine and comprehensive dialogue and gather perspectives
of relevant stakeholders, including in particular local public administrations, businesses
involved in environment technology trading and services, environmental and social NGOs,
trade unions and civil society. The output of the workshop will feed into the SIA. DG Trade
and the Delegation of the European Union to the Philippines will be consulted on workshop
content, and representatives of both the European Commission and the local administration
will be invited to provide opening remarks.
Planning for the workshop will begin in August 2018. The Study Team will prepare a
proposal for the organisation and content of the workshop, including a draft programme and
list of participants and speakers representing various stakeholder groups. The approval of
the workshop venue, dates, agenda and speakers will be agreed upon with the SIA Steering
Committee in consultation with the Delegation of the European Union to the Philippines. The
working languages will be English and Filipino.
The Study Team will ensure that a balanced list of up to 50 participants from national and
regional
government
administrations,
businesses,
social
partners,
international
organisations, civil society and research institutes, who will be invited to participate in the
workshop and comment on issues related to the four sustainability pillars of the SIA. During
the workshop, key experts will present the intermediate findings of the SIA focusing on the
potential economic, social, human rights and environmental impacts, as well as they will
provide a an overview of the SIA process. Local experts will also be invited to make
presentations outlining the main challenges and opportunities and participants will be
invited to comment and ask questions.
Separate meetings and interviews will also be convened with priority stakeholders before
and after the workshop in order to identify key issues and priorities that will feed into the
reporting process. Stakeholders will also be encouraged to submit position papers to the
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Study via email (comments@EU-Philippines-SIA.com), as well as they will be further
encouraged to contribute to the evaluation through the survey. All stakeholders will be
added to the project mailing list to be kept informed of project developments.
At the end of the workshop, participants will be invited to complete an evaluation form prior
to the closing remarks. The evaluation will be designed to capture quantitative and
qualitative feedback of technical relevance for the assessment and the merits of the
workshop as well as of the logistics, content and areas of future improvement. The
summary of the results will be reported to DG Trade as part of the interim and final reports.
A proposed workshop agenda is presented below and builds on experience gained through
the delivery of consultation workshops for previous projects implemented by the Study
Team.
Table 26: Proposed workshop agenda for workshop in Manila, Philippines
Timing

Topic

08:30-09:00

Registration of participants

09:00-09:15

Opening remarks – EU Representative/Local Government
Representative/Study Team

09:15-09:30

The move towards an EU-Philippines FTA: Rationale from the EU’s
perspective – EC Representative

09:30-09:45

The move towards an EU-Philippines FTA: Rationale from the Local
Government’s perspective – Local Government Representative

09:45-10:15

SIA in support of FTA negotiations between the EU and the Philippines:
Methodology and preliminary findings – Team Leader/Senior Project
Expert

10:15-10:30

Discussion and feedback

10:30-11:00

Coffee break and networking

11:00-11:30

Discussions on the economic impact of the proposed EU-Philippines
FTA: Senior Economic Expert/Local Expert

11:30-11:45

Discussion and feedback

11:45-12:15

Overview of key sectors of interest in the EU-Philippines FTA
Negotiations– Local Expert

12:15-12:30

Discussion and feedback

12:30-13:30

Lunch and networking

13:30-14:00

The social and human rights impact of the proposed EU-Philippines FTA
– Senior Human Rights, CSR, Social Expert/ILO Expert/Local Expert

14:00-14:15

Discussion and feedback

14:15-14:45

The environmental impact of the proposed EU-Philippines FTA – Senior
Environmental Expert/ Local Expert

14:45-15:00

Discussion and feedback
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15:00-15:30

Coffee break and networking

15:30-16:30

Ensuring stakeholder input into the EU-Philippines FTA negotiations:
Concerns, progress and opportunities – Panel discussion with speakers

16:30-17:00

Discussion and feedback

17:00-17:15

Closing remarks – EC Representative

As a follow-up to each workshop, the Study Team will publish a workshop report on the
dedicated project website (www.EU-Philippines-SIA.com). This report will include summaries
of the presentations, a detailed overview of the stakeholder contributions to the discussions
and questions raised and a participant list. The PowerPoint presentations provided by the
speakers will also be uploaded on to the dedicated website. Finally, a short overview and a
link to the workshop report will be featured in the Newsletter.

4.4.

Stakeholder Communication Tools

The Study Team will employ a wide range of consultation activities and tools to ensure a
comprehensive and well-balanced consultation process, which aims to satisfy the objectives
of the stakeholder consultation process for the SIA.
The activities and tools include a dedicated project website and electronic outreach tools, an
online public consultation, interviews and meetings with relevant stakeholders, Civil Society
Dialogues in Brussels and the local stakeholder workshop in Manila. Figure 23 provides an
overview of the consultative framework approach.
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Figure 18: Consultative Framework Approach

4.4.1. Dedicated website for the SIA
The Study Team has designed and launched a dedicated website at www.EU-PhilippinesSIA.com to serve as the main platform for conducting online consultations as well as for
regularly and pro-actively informing stakeholders about the progress of the SIA. This will
include the following features:







Publication of all relevant information concerning the SIA’s progress through
uploading of reports (both draft and final versions), minutes of Civil Society
Dialogues and the local workshop, a summary on the stage of the SIA process,
relevant background information and newsletters (as approved by the Commission);
Questionnaire functionalities for the online stakeholder consultation;
Publication of stakeholder input (permission based);
Detailed information on the local workshop in Manila and Civil Society
Dialogues;
Dedicated email address for the SIA (comments@EU-Philippines-SIA.com); and
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Data collection tools built on the website’s back-end to easily collect and collate
information on website usage (‘hits’).

The website will be operational by the date of publication of the draft inception report. It will
ensure long-term visibility of the project through its continued maintenance for 24 months
following the date of approval of the final report.
An information depository on the website will house all project documentation (reports,
public meeting reports, list of stakeholders (permission based), publication/documentation
sources and other outputs as approved by the Commission).
4.4.2. Electronic stakeholder outreach tools
In addition to the project website, the Study Team will maintain contact with relevant
stakeholders through various other electronic tools to disseminate information on the
progress of the SIA, namely electronic newsletters, social media channels such as Twitter
and LinkedIn and an electronic documentation e-library.
Electronic newsletter: A newsletter will be disseminated electronically to the stakeholder
network throughout the study. The newsletter will include a summary of the ongoing SIA
process, consultation activities and preliminary results of the project. The newsletter will be
distributed both via email within the network and will also be made publicly available on the
project website.
Twitter & Facebook: Twitter and Facebook will form an integral part of the SIA’s visibility
strategy. The Study Team will utilise these tools to post frequent updates on the evaluation
process, links to the project reports and other sections of the project website, as well as
other sources of useful, relevant information.
LinkedIn: The Study Team will maintain an active LinkedIn account in order to promote
relevant materials, such as infographics, reports, meetings and information on the local
workshop, as well as links to relevant sections of the project website. Through LinkedIn, the
Study Team will be able to share content with stakeholders and build stakeholder
engagement. Additionally, the Study Team will create an ongoing community dialogue by
asking stakeholders to ask and answer project related questions. This will also help to
increase project’s visibility.
4.4.3 Questionnaire
The Study Team will develop a questionnaire open to all stakeholders, making sure that it is
appropriately disseminated and that all relevant stakeholders can reply to it. The
questionnaire will be made available in English, French, German, and Filipino.
The main advantage of using questionnaires is in their ability to gather large volumes of
standardised information with a relatively efficient use of budgetary and personnel
resources. In addition, stakeholders are given more time to prepare responses, allowing
them to gather and utilise information which may not be readily available during an
interview. Two major drawbacks of using questionnaires include the generally low response
rates as well as the rigidity in the form of feedback. Inevitably, in some cases the questions
asked may not be entirely applicable to the stakeholder. In order to minimise these risks
and aim for a high rate of responses, the Study Team will follow up on survey recipients
with telephone calls where feasible.
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The EU adopts many good practices for democratic decision making, placing a high priority
on considering the input of business and civil society stakeholders. To conduct questionnaire
consultation with EU stakeholder groups, the SIA can leverage existing consultation
mechanisms such as the Your Voice in Europe platform on the DG Trade website which can
be linked to the dedicated website of the project, as well as tap into networks and dialogues
established in the Committee of the Regions and European Economic and Social Committee.
The questionnaire will be designed by the key experts to gather both quantitative and
qualitative data. It will be distributed by the research team via the dedicated Trade SIA
website (www.EU-Philippines-SIA.com), in hardcopy during workshop and in meetings, as
well as on the EU Survey Platform (https://ec.europa.eu/eusurvey/home/publicsurveys). In
addition to the questionnaire open to all stakeholders, questionnaires specifically directed to
SMEs and to consumers will also be developed.
Where possible, continuous data (e.g. numerical values on a continuous scale, for instance,
monetary value) will be requested as this provides the most accurate form of statistical
analysis. Where this is not possible, categorical data will be requested (e.g. grading on a 5point scale). It is proposed to use quota sampling for the data, which after random sampling
is the statistically most reliable form of sampling available.
4.4.4. Interviews and meetings
Interviews conducted over telephone and face-to-face meetings will constitute the most
direct form of stakeholder engagement throughout the consultative process. Structured
interviews will allow for the Study Team to interact directly with the stakeholder groups and
obtain detailed information and overall experience.
The main objective of these interviews is to facilitate detailed discussions with stakeholders
on the potential impact of the EU-Philippines FTA. Additionally, interviews will allow the
Study Team to obtain in-depth qualitative data on the subject, and also give insight into a
range of different perspectives. However, one major constraint of interviews is that they can
be time-consuming to hold and to process. To ensure maximum efficiency, the Study Team
will develop a standard list of questions as a basis for conducting interviews while allowing a
degree of flexibility to the interviewer to interact with the interviewee.
Interviews will also be the main form of consultation when engaging with the identified
stakeholders, given that response rates tend to be higher in interviews than in the
alternative method of distributing surveys. A further benefit of conducting interviews is that
this will also mitigate against the constraints of internet access and usage that may
negatively impact the response rate to web-based feedback.
4.4.5. Civil Society Dialogues
The Study Team will participate in and present at three meetings in Brussels with civil
society, in the framework of DG Trade's Civil Society Dialogue (CSD). These are regular
meetings between civil society and the Commission to discuss aspects of the EU's trade
policy. The first public meeting will be organised to discuss the draft inception report, the
second meeting will discuss the draft interim report, and the third meeting will discuss the
draft final report. The draft reports will be made public before each meeting.
During the meetings, the Study Team will present the objectives and planned activities
under the SIA and will discuss feedback with stakeholders. The Study Team will prepare full
recordings of the meetings. As necessary, ad-hoc meetings and consultation interviews can
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be scheduled within the margins of these meetings. The contributions that are made
through the CSD meetings, as well as those through other consultation channels will be
taken into account in drafting the respective reports.

4.5 Meetings with the European Commission and Inter-Service Steering
Group
In addition to the above listed forms of consultation, the Study Team will attend meetings
with EC officials and the Inter-Service Steering Group throughout the project. During the
meetings, the Team Leader (supported where necessary by the DS team and relevant Key
Expert Team members) will provide a detailed update on the progress to date, and will
consult with the EC to confirm DG Trade’s priorities are addressed. These meetings will be
important in ensuring that the SIA work plan remains highly relevant to the EC’s initial
objectives. The overall direction of the work of the Study Team will be agreed at these
meetings.
The following EU departments are represented in the ISSG:

























The Directorate General for Trade (DG TRADE);
The Directorate General for Internal Market, Industry, Entrepreneurship and SMEs
(DG GROW);
The Directorate General for International Cooperation and Development (DG
DEVCO);
The Directorate General for Eurostat – European Statistics (DG ESTAT);
The Directorate General for Economic and Financial Affairs (DG ECFIN);
The Directorate General for Research and Innovation (DG RTD);
The Directorate General for Employment, Social Affairs and Inclusion (DG EMPL);
The Directorate General for Agriculture and Rural Development (DG AGRI);
The Directorate General for Climate Action (DG CLIMA);
The Directorate General for Competition (DG COMP);
The Directorate General for Communications Networks, Content and Technology (DG
CNECT);
The Directorate General for Education, Youth, Sport and Culture (DG EAC);
The Directorate General for Energy (DG ENER);
The Directorate General for Environment (DG ENV);
The Directorate General for Financial Stability, Financial Services, Capital Markets
Union (DG FISMA);
The Directorate General for Justice and Consumers (DG JUST);
The Directorate General for Maritime Affairs and Fisheries (DG MARE);
The Directorate General for Mobility and Transport (DG MOVE);
The Directorate General for Regional and Urban Policy (DG REGIO);
The Directorate General for Health and Food Safety (DG SANTE);
The Directorate General for Taxation and Customs Union (DG TAXUD);
The Secretariat General
The Legal Service; as well as
The European External Action Service (EEAS).
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4.6 Main Risks and Mitigation Strategies
This section identifies the main risks that may be encountered by the Study Team in the
stakeholder consultation process and presents the mitigation strategies to address these
risks in order to ensure constructive dialogue and useful inputs from stakeholders.
Low participation by major stakeholder groups in consultation process
The scope of the project requires a wide range of stakeholder consultation activities.
However, it may be the case that some stakeholders who have key interests in the process
may be more inclined to participate in the consultative process compared to others. There is
the risk that the results of the consultative process may be biased in favour of a few active
stakeholder groups.
Study Team approach: In order to ensure that all the identified stakeholder groups are
fully involved and engaged in the consultation process, the Study Team will pay equal
attention to invitations sent to each of identified stakeholder groups. Follow-up emails and
calls will be sent ahead of the various stakeholder consultation activities. In cases where
stakeholders may be unavailable to attend to participate in the time-bound activities (for
example, the local stakeholder workshop or the questionnaire), the Study Team will
alternative options, including participation in telephone interviews and meetings at a
mutually convenient time, in order to garner interest for the relevant stakeholders.
Sub-optimal involvement of stakeholders in local workshop
To gather a full range of views and insights on the impact of the EU-Philippines FTA, the
Study Team will invite a wide range of stakeholders, including from the government,
business and non-governmental organisations (NGOs) to the workshop. It is anticipated that
the involvement of this wide range of stakeholders will sometimes result in broad
discussions, which may deny some stakeholders to speak freely on sensitive issues, such as
labour and human rights.
Study Team approach: In order to ensure that stakeholders can speak freely on the topics
of their concern, the Study Team will recommend that separate bilateral meetings on the
margins of the local workshop with certain stakeholder groups, for example, trade unions,
NGOs and business associations. Through this approach, the Study Team will be able to
gather candid and invaluable insights and contributions from stakeholders; whereas, they
could have otherwise had concerns about speaking openly in a workshop setting attended
by government representatives and/or aligned stakeholders.
Low response rate to the Questionnaire
It has been found that the response rate to questionnaires is usually low due to the rigidity
in the type of feedback typically received through this consultation tool.
Study Team approach: The Study Team will actively promote the questionnaires through
the project website, the project’s social media channels, the local workshop and meetings
with stakeholders. The Study Team will also follow up with emails to ensure that all the
identified stakeholders will have an equal opportunity to contribute to the consultative
process.
Widely differing outcomes as a result of stakeholder engagement
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The Philippines consist of a large geographical area with a wide variety in ethnical, cultural
and biodiversity components. This might result in several comparable situations leading to
widely different experiences throughout the country.
Study Team approach: The Study Team will put particular emphasis on a comparative
approach when analysing stakeholder engagement. This will be further reflected by
incorporating sub-regions in the recorded responses of the stakeholders at all stages of the
SIA.
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5.

Project Deliverables and Timeline

5.1. Outline of work
In Figure 19, the Study Team details the three main phases for the completion of the
project. The input tasks which are required for the successful implementation of each SIA
are first detailed, and are followed by the main outputs and a timeline of tasks for each
respective phase.
During Phase 1: Planning SIA Methodology, an initial literature selection and review
process will be followed by the screening and scoping of impact indicators and sector
selection, which will involve the scoping of sub-sectors and affected stakeholder groups.
Running in parallel to the initial analytical work, the Study Team will develop a highly
targeted SIA consultation plan to ensure that the SIA considers the views of as many
relevant stakeholders as possible from the project outset. At this point, stakeholder contact
lists (databases) will also be developed and will form the basis of the initial stakeholder
outreach. Phase 1 will also include the design and launch of the dedicated SIA website,
which will act as the main external interface of the SIA. Finally, the logistical preparation for
the subsequent consultation work, including the local workshop, will be planned and
actioned. The Kick-off Meetings and first SIA inter-service steering group (ISG) and Civil
Society Dialogue meetings have taken place during Phase 1, and the draft and final
inception reports are being developed.
Phase 2: In-depth Research and Analysis will involve extensive quantitative and
qualitative research for both an overall assessment of the FTA’s impacts on the Philippines
and on the EU, including its economic, social, environmental, and human rights impacts and
a specific assessment of these impacts on the 6 selected sectors. In each case this analysis
will include an assessment of the baseline scenario in which there is no FTA, an FTA scenario
and an in-depth causal chain analysis for the following issues: economic, social,
environmental, human rights & CSR. The workshop in the Philippines and the face-to-face
interviews will also take place during Phase 2, as well as the continuation of other key
ongoing consultation activities.
Finally, Phase 3: Conclusions and Policy Recommendations will be developed, which
will involve the incorporation of feedback from the workshops into the draft final reports,
which will also be shared at the second SIA ISG and Civil Society Dialogue meetings to elicit
further feedback. This feedback will feed directly into revisions of the scenarios and
methodologies and the causal chain analyses, and together with ongoing stakeholder
consultation will lead to both the Final Reports and to suggestions for flanking measures and
policy recommendations.
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Figure 19: Project Workflow for EU-Philippines SIA
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5.1.1 Outputs and Timelines
The following are the main outputs as well as the timeline for Phase 1 of the EU-Philippines
SIA:









Kick-off meeting minutes prepared and distributed
Stakeholder consultation network list
Project website designed, developed for content and launched
Proposal for the organisation and content of local workshop
Inception report delivered to the EC
Minutes of the 1st SIA ISG meeting prepared and distributed
Report and presentation for 1st Civil Society Dialogue meeting
Minutes of 1st Civil Society Dialogue meeting

Table 27: Timeline for project activities for Phase 1 of the EU-Philippines SIA
Phase
Tasks

Month
Week

02-18
1

2

3

03-18
4

1

2

3

04-18
4

1

2

3

05-18
4

1

2

3

06-18
4

Phase 1
Kick-off Meeting
Website design and
launch
Development of
Consultation Network
Review of literature,
data sources and
methodologies
Preliminary screening
& scoping exercise
Preliminary overall
analysis
Submission of Draft
Inception Report
SIA ISG Meeting 1
Civil Society Dialogue
Meeting 1
Submission of Final
Inception Report

The following are the main outputs as well as the timeline for Phase 2 of the EU-Philippines
SIA:





Final invitations, agenda, list of participants & speakers, full minutes and presentations
of the local workshop
Publication of workshop report and press releases on website
Minutes of the 2nd SIA ISG meeting prepared and distributed
Report and presentation for 2nd Civil Society Dialogue meeting
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Minutes of 2nd Civil Society Dialogue meeting
Updates on the Trade SIA website and forum discussions

Table 28: Timeline for project activities for Phase 2 of the EU-Philippines SIA
Phase tasks

04-18

Month
Week

2

3

05-18
4

1

2

3

06-18
4

1

Phase 2
Quantitative Analysis
Baseline
Modelling/quantitative
analysis
Scenario Revision and
Sector Selection
Scenario Modelling Overall/ Sectoral
Qualitative Analysis
1st round impact
assessment
Sector expert consultation
Ongoing civil society
consultation & face-to-face
interviews
Collation of Phase 2
Analyses
Preliminary outreach,
preparation and submission
of proposal on local
workshop
Preparation and
implementation of Local
Workshop
Revised Quantitative
Analysis
Update Modelling
Scenarios/Parameters
Scenario Modelling –
Overall/ Sectoral
Revised Qualitative
Analysis
2nd round impact
assessment
Network consultation
Collation of Phase 2 revised
impacts
Submission of Draft Interim
Report
SIA ISG Meeting 2
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3

07-18
4

1

2

3

08-18
4

1

2

3

09-18
4
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Phase tasks

04-18

Month
Week

2

3

05-18
4

1

2

3

06-18
4

1

2

07-18

3

4

1

2

3

08-18
4

1

2

09-18

3

4

1

Phase 2
Civil Society Dialogue
Meeting 2

The following are the main outputs as well as the timeline for Phase 3 of the EU-Philippines
SIA:








Draft Final Report
Report and presentation for 3rd Civil Society Dialogue meeting
Minutes of 3rd Civil Society Dialogue meeting
Minutes of 3rd SIA ISG meeting
Final Report
Executive Summary of Final Report in multiple languages
Briefing document

Table 29: Timeline for project activities for Phase 3 of the EU-Philippines SIA

Phase tasks

Month

09-18

Week

1

2

10-18
3

4

1

2

11-18
3

4

1

2

12-18
3

4

1

Phase 3
Submission of Final Interim Report
Preparation and implementation of Local Workshop
Draft summary report of Local Workshop
Revised Quantitative Analysis
Scenario Modelling – Overall/Sectoral (cont’d)
Revised Qualitative Analysis
3

rd

round impact assessment (cont’d)

Network consultation (cont’d)
Collation of Phase 3 revised impacts
Flanking measures and policy recommendations
Submission of Draft Final Report
SIA ISG Meeting 3
Civil Society Dialogue Meeting 3
Incorporation of feedback to Final Report
Submission of Final Report

5.2.

Draft Outline for Interim Report

The following is the proposed outline for the Interim Report for the EU-Philippines
Sustainability Impact Assessment:



Background and Introduction
Literature Review
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5.3.

Methodology
Overview of Stakeholder Consultation and Preliminary Findings
Preliminary Findings of Impact Assessment
 Economic Impact Assessment
 Social Impact Assessment
 Human Rights Impact Assessment
 Environmental Impact Assessment
 Cross-Cutting Issues
Preliminary Findings of Case Studies
 Case Study 1
 Case Study 2
 Case Study 3
 Case Study 4
 Case Study 5
Conclusions

Draft Outline for Final Report

The following is the proposed outline for the Final Report for the EU-Philippines
Sustainability Impact Assessment:









Background and Introduction
Results of the Stakeholder Consultation Process
Results of Impact Assessment
 Economic Impact Assessment
 Social Impact Assessment
 Human Rights Impact Assessment
 Environmental Impact Assessment
 Cross-Cutting Issues
Results of Case Studies
 Case Study 1
 Case Study 2
 Case Study 3
 Case Study 4
 Case Study 5
Policy Recommendations
Conclusions
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6. Annexes, references, list of tools
6.1

Annex I – List of Key Stakeholders
Academic Institutions/ Research Institutes

Philippines

University of the Philippines;
Ateneo de Manila University;
Ateneo de Davao University;
Assumption College – Antipolo;
Asian College of Technology – Cebu;
Asia Pacific College;
Bataan Peninsula State University;
Bicol University;
Bohol Institute of Technology;
Cagayan State University;
Cainta Catholic College;
Cavite State University;
Central Colleges of the Philippines;
Philippine Institute for Development Studies;
University of Asia and the Pacific (UA&P);
De La Salle University-Manila;
University of Santo Tomas;
Don Bosco Technical Institute, Tarlac;
Eastern Visayas State University – Tacloban;
Far Eastern University;
Ifugao State University;
Iloilo State College of Fisheries;
Jose Rizal University;
Kalayaan College;
La Salle College Antipolo;
Mapúa Institute of Technology;
Miriam College;
Misamis Oriental State College of Agriculture and
Technology;
National Research Council Of The Philippines;
Northwestern Visayan Colleges;
Negros Oriental State University;
Our Lady of Assumption College - San Pedro,
Laguna;
Our Lady of Fatima University - Quezon City;
Palawan State University; Pasig Catholic College;
Philippine Merchant Marine Academy;
Philippine Normal University – Manila;
Philippine Women's College of Davao;
Pilar College - Zamboanga City;
Quezon City Polytechnic University;
Ramon Magsaysay Technological University –
Zambales;
Southeast Asia Interdisciplinary Development
Institute;
Tarlac State University;
Technological University of the Philippines –
Manila;
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Europe

Universidad de Manila;
University of Cebu;
University of Mindanao;
Western Mindanao State University;
Zamboanga State College of Marine Sciences and
Technology.
(FES) Friedrich-Ebert-Stiftung;
ECIPE (European Centre for International Political
Economy);
Asia-Europe Foundation (ASEF);
European Institute for Asian Studies;
Asia Centre – Paris;
Universität Heidelberg – Asia and Europe Cluster of
Excellence;
Central and Eastern European Center for Asian
Studies (CEECAS);
Leiden University Asia Centre;
International Institute for Asian Studies –
Netherlands;
The Association for Asian Studies & Asian Studies
Centre – St. Antony’s College Oxford;
Asia House – London;
SOAS Centre of South East Asian Studies;
Association for South East Asian Studies in the UK
(ASEASUK);
European Association of South East Asian Studies
(EUROSEAS);
SOAS Centre for Development, Environment and
Policy (CeDEP);
SOAS Department of Politics and International
Studies;
University of Sussex Asia Centre;
Grantham Institute for Climate Change, Imperial
College London;
Institute for European Environmental Policy;
Centre for South East Asian Studies at Lund
University;
Centro de Estudios de Asia Oriental (CEAO; Centre
for East Asian Studies) Madrid;
Fride European Think Tank for Global Action;
Center for International Relations Poland;
Utrecht Sustainability Institute;
European Centre for Development Policy
Management;
Institute of Asian Affairs (IFA), Hamburg;
German Council on Foreign Relations (Deutsche
Gesellschaft für Auswärtige Politik);
European Union Institute for Security Studies;
Nordic Institute of Asian Studies (NIAS);
SATNET Asia;
EU Eco-City Project;
European NGO Federation for Relief and
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Development;
European Policy Centre
Government Institutions
Philippines

EU

Philippines

Department of Trade & Industry;
National Economic Development Authority;
Department of Energy & Natural Resources;
Department of Public Works & Highways;
Department of Energy (DOE);
Department of Environment and Natural
Resources;
Department of Science and Technology;
Industrial Technology Development Institute
(ITDI);
Commission on Human Rights of the Philippines;
Board of Investments;
Philippine Economic Zone Authority;
League of Vice Governors;
League of Cities;
League of Provinces.
Delegation of the European Union to the Republic
of the Philippines
EU Member States’ Embassies to the Republic of
the Philippines
Private Sector Organisations and Trade Unions
Maritime Industry Authority;
Philippines Business for the Environment;
Philippine Business for Social Progress;
Makati Business Club;
Rizal Commercial Banking Corporation;
Development Bank of the Philippines;
Bangko Sentral ng Pilipinas;
Inclusive Mobility Network;
Automobile Association of the Philippines;
Trade Union Congress of the Philippines;
The Philippine LGBT Chamber of Commerce;
The Philippine Food Processors and Exporters
Organization;
The Philippine Exporters Confederation;
Energy Development Corporation;
Associated Labor Unions;
EU-Philippines Business Network
European Chamber of Commerce of the Philippines
British Chamber of Commerce of the Philippines
German-Philippine Chamber of Commerce and
Industry
French Chamber of Commerce in the Philippines
Nordic Chamber of Commerce of the Philippines
The Philippines-Netherlands Business Council
Spanish Chamber of Commerce in the Philippines
Belgian-Filipino Business Club
Advantage Austria in the Philippines
Poland Business Forum
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Europe

Sentro ng mga Nagkakaisa at Progresibong
Manggagawa (SENTRO)
Employers Confederation of the Philippines
Trade Union Congress of the Philippines
Federation of Free Workers
NAGKAISA Labour Coalition
Kilusang Mayo Uno – May First Labour Movement
(KMU)
European Association for Aquatic Mammals
(Belgium);
European Biodiesel Board (Belgium);
European Biomass Association (Belgium);
European Builders Confederation AISBL (Belgium);
European Community Shipowner’s Associations
(Belgium);
European Federation of Waste Management and
Environmental Services (Belgium);
European Public Real Estate Association (Belgium);
European Sea Ports Organisation (Belgium);
European Smoking Tobacco Association (Belgium);
European Tyre & Rubber Manufacturers’
Association (Belgium);
European Association for Coal and Lignite
(Belgium);
European Association of Mining Industries, Metal
Ores & Industrial Minerals (Belgium);
European Coalition on Homeopathic and
Anthroposophic Medicinal Products (Belgium);
European Competitive Telecommunications
Association (UK);
European Confederation of Private Employment
Agencies (Belgium);
European Diagnostic Manufacturers Association
(Belgium);
European Federation for Intelligent Energy
Efficiency Services (Belgium);
European Federation of Associations of Health
Product Manufacturers (Belgium);
European Federation of National Associations of
Water Services (Belgium);
European Heat Pump Association (Belgium);
European Insulation Manufacturers Association
(Belgium);
European Money Markets Institute (Belgium);
European Seeds Association (Belgium);
European Telecommunications Network Operators’
Association (Belgium);
European Turbine Network (Belgium); Eurosmart
(Belgium);
Extended Producer Responsibility Alliance
(Belgium);
FEBIAC (Belgium);
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Fédération Européenne des Fabricants d’Aliments
Composés (Belgium);
Fédération Européenne pour la Santé Animale et la
Sécurité Sanitaire (France);
Foreign Trade Association (Belgium);The European
Alliance of Companies for Energy Efficiency in
Buildings (Belgium);
The European Association for the Promotion of
Cogeneration;
The European Organization for Packaging and the
Environment (Belgium);
COPA - European Farmers, Eurocommerce;
Euroalliages ( Association of European ferroz-alloy
producers) CLEPA (European Association
Automotive Suppliers);
FECC (European Association of Chemical
Distributors);
CEFIC (European Chemical Industry Council); ECA
(European Cocoa Association);
EEA (European Express Association);
CELCAA ( European Liaison Committee for
Agriculture and agri-food trade);
Etira (European Toner & Inkjet Remanufacturers'
Association);
FERM (Federation of European Rice Millers);
FESI (Federation of the European Sporting Goods
Industry);
Fertilizers Europe ( Association of fertilizer
manufacturers in Europe);
FoodDrinkEurope;
Freshfel Europe (European fresh fruits and
vegetables chain);
IEA (Industrial Ethanol Association);
STARCH Europe (EU starch industry);
FEDIOL (The EU Vegetable Oil and Proteinmeal
Industry);
Trans-Atlantic Business Council;
VCI (Verband der Chemischen Industrie e.V.);
Zentralverband des Deutschen Handwerks e.V.;
Apex-Brasil Brussels-Europe; a.v.e.c (Association
de l'Aviculture, de l'Industrie et du Commerce de
Volailles dans les Pays de l'Union Europeenne);
ASSUC (European Association of Sugar Traders;
BUSINESSEUROPE);
CEFS (COMITE EUROPEEN des FABRICANTS de
SUCRE);
CEC (European Confederation of the Footwear
Industry);
Confederation of European Community Cigarette
Manufacturers;
Confederation of the European Bicycle Industry;
Deutscher Industrie- und Handelskammertag e.V.;
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Euratex (European Apparel and Textile
Federation);
Freshfel Europe;
Wirtschaftskammer Oesterreich;
Enterprise Europe Network (EEN);
European Association of Craft, Small and MediumSized Enterprises (UEAPME);
European Small Business Alliance (ESBA);
Federation of Small Business (UK);
European Trade Union Confederation (ETUC);
European Confederation of Independent Trade
Unions (CESI);
European Trade Union Institute (ETUI);
IndustriALL – European Trade Union;
Brussels Office of the Swedish Trade Unions
Non-Governmental, Regional and International Organisations
Philippines
Inter-Agency Council Against Trafficking;
Oscar M. Lopez Center for Climate Change
Adaptation and Disaster Risk Management
Foundation, Inc.;
ICCO;
The Philippines Red Cross;
Friedrich Naumann Foundation for Freedom;
Philippine Center or Islam and Democracy (PCID);
Center for Migrant Advocacy;
Amnesty International;
WWF Philippines;
KaSaMa Secretariat;
Coalition for Agriculture Modernization in the
Philippines, Inc.;
Mama Cash Count Me In!;
FCAM: Green Alliance for Green and Gender Action
(GAGA);
Green Livelihood Alliance;
Plan: Girl’s Advocacy Alliance;
Cordillera Peoples Alliance (CPA);
Alyansa Tigil Mina;
Caucus of Development NGO Networks;
Public Interest Environmental Law Office – Tanggol
Kalikasan (TK);
WEDPRO (Women’s Education, development,
productivity and Research);
GALANG Philippines;
Cities Development Initiative for Asia;
Asian Development Bank (ADB);
United Nations Development Programme (UNDP);
The World Bank ;
The United Nations Economic and Social
Commission for Asia-Pacific (UNESCAP);
The International Labour Organisation (ILO);
The World Health Organisation (WHO);
The Food and Agriculture Organisation (FAO)
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Europe

Friends of the Earth Europe (FoEE);
ClientEarth;
Climate Action Network - Europe (CAN-Europe);
Coastwatch Europe;
European Association of Environmental and
Resource Economists;
European Biomass Association;
European Environmental Bureau (EEB);
European Wildlife;
INFORSE-Europe;
European Environment Agency (EEA);
Confederation of European Environmental
Engineering Societies;
Eurogroup for Animals;
European Women's Lobby;
WECF | Women in Europe for a Common Future;
Women in Development Europe (WIDE);
European Feminist Forum;
Terre des Femmes;
European Network of Migrant Women;
Women's International Studies Europe (WISE);
European Centre of the International Council of
Women (ECICW);
European Alliance Of Catholic Women's
Organisations;
Women’s International League for Peace and
Freedom (WILPF);
European Centre of the International Council of
Women (ECICW);
The European YWCA;
University Women of Europe (UWE);
International Alliance of Women (IAW);
Business & Professional Women Europe (BPWE);
Euro-Mediterranean Human Rights Monitor;
The Human Rights and Democracy Network
(HRDN);
European Network of National Human Rights
Institutions (ENNHRI);
European Court of Human Rights;
The Commission Consultative des Droits de
L’homme of Luxembourg;
European Corporate Governance Institute;
European Council on Refugees and Exiles;
European Roma Rights Center; EuroPRO-fem;
Center for European Migration and Ethnic Studies;
European Court of Justice;
Center for International and European Law on
Immigration and Asylum;
The European Convention on Human Rights;
European Social Charter for Europe;
International Partnership for Human Rights (IPHR);
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World Wildlife Fund (WWF);
Global Environment Facility (GEF);
International Union for Conservation of Nature
(IUCN);
United Nations Environment Programme (UNEP);
World Nature Organization (WNO);Union Resource
Network (FERN;
Friends of Nature;
Friends of the Earth;
Global Footprint Network;
Greenpeace;
The Climate Reality Project;
Nature Conservancy;
The Resource Foundation;
WILD Foundation;
Wildlife Conservation Society;
World Business Council for Sustainable
Development;
World Resources Institute (WRI);
UN Women;
Associations of Junior Leagues International;
International Alliance of Women;
International Council of Women;
Women's Environment & Development
Organization;
Women's International Democratic Federation;
Womankind Worldwide
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6.2. Annex II – Compliance of the Philippines to key International Labour
Organization Conventions
Fundamental Conventions

Date

C029 - Forced Labour Convention, 1930 (No. 29)

Status

15-Jul-05

In Force

29-Dec-53

In Force

29-Dec-53

In Force

C100 - Equal Remuneration Convention, 1951 (No. 100)

29-Dec-53

In Force

C105 - Abolition of Forced Labour Convention, 1957 (No. 105)
C111 - Discrimination (Employment and Occupation) Convention,
1958 (No. 111)

17-Nov-60

In Force

17-Nov-60

In Force

4-Jun-98

In Force

28-Nov-00
Date

In Force
Status

13-Jan-76

In Force

10-Jun-91
Date

In Force
Status

C017 - Workmen's Compensation (Accidents) Convention, 1925
(No. 17)

17-Nov-60

In Force

C019 - Equality of Treatment (Accident Compensation) Convention,
1925 (No. 19)
C023 - Repatriation of Seamen Convention, 1926 (No. 23)

26-Apr-94
17-Nov-60

In Force
Not in force203

C053 - Officers' Competency Certificates Convention, 1936 (No. 53)

17-Nov-60

Not in force204

C059 - Minimum Age (Industry) Convention (Revised), 1937 (No. 59)

17-Nov-60

Not in force205

C077 - Medical Examination of Young Persons (Industry) Convention,
1946 (No. 77)

17-Nov-60

In Force

C088 - Employment Service Convention, 1948 (No. 88)

29-Dec-53

In Force

C089 - Night Work (Women) Convention (Revised), 1948 (No. 89)

29-Dec-53

Not in force206

C090 - Night Work of Young Persons (Industry) Convention
(Revised), 1948 (No. 90)
Source: the International Labour Organization207

29-Dec-53

In Force

C087 - Freedom of Association and Protection of the Right to
Organise Convention, 1948 (No. 87)
C098 - Right to Organise and Collective Bargaining Convention, 1949
(No. 98)

C138 - Minimum Age Convention, 1973 (No. 138) Minimum age
specified: 15 years
C182 - Worst Forms of Child Labour Convention, 1999 (No. 182)
Governance (Priority) Convention
C122 - Employment Policy Convention, 1964 (No. 122)
C144 - Tripartite Consultation (International Labour Standards)
Convention, 1976 (No. 144)
Technical Convention

203

Automatic Denunciation on 20 Aug 2013 by convention MLC, 2006
Automatic Denunciation on 20 Aug 2013 by convention MLC, 2006
205
Automatic Denunciation on 04 Jun 1999 by convention C138
206
Denounced on 27 Feb 2012
207
The International Labour Organisation, Ratifications for the Philippines, accessed 15 May 2018 via:
http://www.ilo.org/dyn/normlex/en/f?p=1000:11200:0::NO:11200:P11200_COUNTRY_ID:102970
204
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6.3. Annex III – Overview of International Human Rights Treaties and
Optional Protocols signed, ratified or acceded by the Philippines
Name

Monitoring
Body

Signature
Date

International Convention on the Elimination of
CERD
07-03-1966
All Forms of Racial Discrimination
International Covenant on Civil and Political
CCPR
19-12-1966
Rights
International Covenant on Economic, Social
CESCR
19-12-1966
and Cultural Rights
Convention on the Elimination of All Forms of
CEDAW
15-07-1980
Discrimination against Women
Convention against Torture and Other Cruel,
CAT
Inhuman or Degrading Treatment or
Punishment
Convention on the Rights of the Child
CRC
26-01-1990
International Convention on the Protection of
CMW
15-11-1993
the Rights of All Migrant Workers and
Members of Their Families
International Convention for the Protection of
CED
All Persons from Enforced Disappearance
Convention on the Rights of Persons with
CRPD
Disabilities
Optional Protocol to the Covenant on
CESCR
Economic, Social and Cultural Rights
Optional Protocol to the International
CCPR
Covenant on Civil and Political Rights
Second Optional Protocol to the International
CCPR
20-09-2006
Covenant on Civil and Political Rights, aiming
at the abolition of the death penalty
Optional Protocol to the Convention on the
CEDAW
Elimination of Discrimination against Women
Optional protocol to the Convention on the
CRC
08-09-2000
Rights of the Child on the involvement of
children in armed conflict
Optional protocol to the Convention on the
CRC
08-09-2000
Rights of the Child on the sale of children,
child prostitution and child pornography
Optional Protocol to the Convention on the
CRC
Rights of the Child on a communications
procedure
Optional Protocol to the Convention against
SPT
Torture and Other Cruel, Inhuman or
Degrading Treatment or Punishment
Optional Protocol to the Convention on the
CRPD
25-09-2007
Rights of Persons with Disabilities
Source: United Nations Office of the Commissioner for Human Rights208
208

Ratification Date,
Accession (a), Succession
(d) Date
15-09-1967
23-10-1986
07-06-1974
05-08-1981
18-06-1986 (a)
21-08-1990
05-07-1995

20-11-2007

26-08-2003
28-05-2002

17-04-2012 (a)
15-04-2008

United Nations Office of the Commissioner for Human Rights, Ratification Status for the Philippines, accessed 29
March 2018 via: http://tbinternet.ohchr.org/_layouts/TreatyBodyExternal/Treaty.aspx?CountryID=137&Lang=EN
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