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Abstract 

 

The country’s development agenda, anchored on the AmBisyon Natin 2040 aims for all 

Filipinos to live in a prosperous, predominantly middle-class society where no one is poor. 

Towards achieving this goal, this paper assesses the viability of the country’s current industrial 

policy, the Inclusive Innovation Industrial Strategy (I3S), using Cherif and Hasanov’s (2019) 

Technology and Innovation Policy (TIP) as its framework.  The assessment is done through 

the TIP’s key principles: (a) creating new capabilities in sophisticated industries through state 

intervention; (b) export orientation; and (c) competition with strict accountability. In addition to 

these, we suggest the importance of another principle, inclusivity and transparency. While the 

I3S reflects the underlying characteristics of the TIP, we offer recommendations to further 

enhance the industrial policy, such as augmenting its current frameworks and tools for industry 

selection, formulating and implementing industry-specific support programs, pursuing reforms 

to the incentives structure, maintaining a harmonized repository of information, and continuing 

the country's strong macroeconomic fundamentals, among others.  

* The BTIPR Working Paper Series is a compilation of studies that are currently being drafted by the Bureau, and are 
still subject to revisions and edits. This study/paper solicits comments and/or suggestions from users. The paper 
may not be quoted and cited without permission.   
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I. Introduction  

 

Development strategies of economies across the world have increasingly become inclusive, 

emphasizing the synergy between two of government’s main functions as discussed by 

Nordhaus and Samuelson (2009), that is: (a) fostering economic growth and (b) promoting 

equity.  The goal of development has gone beyond sustained improvement in the well-being 

of a country’s people but has also placed increasing significance on equity (Schaffner, 2014). 

This means that a successful development policy not only generates economic growth but 

also equitably distributes its benefits.  

 

Philippine Development Agenda 

 

The Philippines has underlined inclusive growth as a key principle in its development agenda 

through its AmBisyon Natin 2040, which represents the collective long-term vision and 

aspirations of Filipinos.  It envisions Filipinos living in a prosperous, predominantly middle-

class society where no one is poor (NEDA, 2017a). The World Bank (2017) notes that this 

driving ambition necessitates that the country’s gross domestic product (GDP) grow at an 

annual average of 6.5% in order to result in the tripling of its per capita income in the next two 

decades. In the pursuit of higher levels of growth, the agenda emphasizes that it must result 

in a more equal distribution of income, progressively improve the quality of life of the majority, 

and increase the opportunities for the poor to participate in the growth process. 

 

With AmBisyon Natin 2040 as the anchor, the current administration’s Philippine Development 

Plan (PDP) 2017-2022 enlists Pagbabago as one of its pillars, which strives for inequality-

reducing transformations. Within this pillar, increasing the productivity of agriculture and 

upscaling of the industry and services sectors are identified as key strategies in attaining the 

goals of its development agenda (NEDA, 2017b).  

This paper assesses the viability of the country’s current industrial policy, the Inclusive 

Innovation Industrial Strategy (I3S) as a means of achieving these development objectives 

using as framework Cherif and Hasanov’s (2019) Technology and Innovation Policy (TIP).  

The rest of the paper is organized as follows, Section II introduces the concept of Inclusive 

Innovation Industrial Strategy (I3S) and Section III provides the rationale for focusing the I3S 

on the manufacturing industry. This is followed by insights on the industrial experience of the 

Philippines in Section IV. The main framework for the assessment, the TIP, is elaborated in 

Section V to provide context for the actual assessment of the I3S in Section VI. Based on these 

results, Section VII, offers recommendations to strengthen the Philippine industrial policy. 

Finally, Section VIII concludes the discussion. 

II. Industrial Policy 

 

Governments have an arsenal of tools available to accelerate economic growth and 

development.  The unprecedented growth trajectories that Japan, Korea, Taiwan, Hong Kong, 

Singapore, Thailand, Malaysia, and Indonesia experienced during the 1960s to 1990s – 

collectively known as the Asian Miracle provide an array of examples on how best to unleash 

these tools.  
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While there is a consensus on the necessity of standard policies (e.g., institutional 

advancement, infrastructure investment, human capital development, and an enabling 

business environment) as conditions for growth, they may not be sufficient in replicating the 

so-called Asian Miracle, a feat that is necessary if the Philippines aims for a threefold per 

capita income increase by 2040. Generating sustained productivity gains over the long run 

requires an approach that goes beyond standard growth models. 

 

This alternative view is the concept of industrial policy, which encompasses the strategic effort 

of governments to encourage and promote specific industries or sectors (White, 2008) and 

stimulate specific activities aimed towards inducing structural change within the economy 

(Rodrik, 2008). 

 

While proponents usually agree that an effective industrial policy is one where the government 

only acts as a facilitator by correcting market failures and providing public goods, we propose 

a more active role for government to spearhead and drive the development of industries 

through a suite of policy instruments, such as fiscal incentives, investment attraction programs, 

infrastructure and financial support, among those discussed by Weiss (2015) (See Annex A).   

This type of industrial policy recognizes that growth is not an automatic process and requires 

the engagement of public and private entities. It fits into the broader development strategy of 

a country, which desires a higher welfare for its citizens by providing a means to reach a high-

income status in a relatively short period of time.   

 

III. Pump-Priming through Manufacturing 

 

Although development policy may be grounded on any sector such as agriculture, services, 

or industry, the focus is placed on the industrial sector, in general and the manufacturing 

industry, in particular. This is attributed to a number of unique characteristics of the 

manufacturing industry as outlined by Andreoni and Chang (2016): 

 

1.  Faster technology-driven productivity growth. Manufacturing activities tend to be more 

adaptable to mechanization allowing it to be a main source of productivity due to the 

manufacturing industry’s high-absorptive capacity and need for both skilled and 

unskilled labor; 

 

2. Leading role in propagating technological progress. Products generated by the industry 

allows for increased productivity in other sectors like the mechanization of agricultural 

activities and the production of more efficient equipment for services; 

 

3. Source of organizational innovation. Going beyond technology, the manufacturing 

industry has also led to improvements in the processes of other sectors including the 

use of assembly lines and modern inventory management techniques; 

 

4. Demand for high-productivity activities. The manufacturing industry does not only 

supply valuable inputs to other sectors but also serves as a consumer of their high-

productivity outputs, including financial and transport services; and  

 

5. High-Tradability of goods. The manufacturing sector produces physical and non-

perishable products that are highly tradable, which allows its expansion to be 

unconstrained by domestic incomes and contributes to higher export earnings. This is 
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evident in the Philippines as trade in goods accounted for 55.1% of its exports and 

80.9% of its imports in 2019.  

 

Figure 1. Labor Productivity by Sector (in Php thousand), Philippines, 1998 to 2019 

 
 Source of basic data: Philippine Statistics Authority; Author’s calculations 

 

A sectoral analysis of the Philippines in Figure 1 shows that the labor productivity1 is greatest 

in the industrial sector for the whole period, generating an output of PhP406 thousand per 

employed person in 2019 and outweighing the combined productivity of the services sector 

and agriculture sector at PhP231 thousand and PhP78 thousand, respectively. This gap is 

even more distinct when we focus on the output per employed person in the manufacturing 

industry. This industry alone has the highest labor productivity at PhP615 thousand in 2019, 

lending further evidence to its viability in pump-priming the economy.   

 

However, the potential of the manufacturing industry is not fully utilized due to its low 

employment as revealed in Figure 2, averaging only 9% of total employed person in the entire 

data set or 3.6 million people of the total 42.4 million employed in 2019.  This has strained its 

gross value added (GVA) contribution to the economy with an average share of only 23% 

share. While still higher than the agriculture sector, which is at 12%, it lags in comparison to 

the services industry’s share at 55%.  

  

 
1 Computed as 𝐿𝑎𝑏𝑜𝑟 𝑃𝑟𝑜𝑑𝑢𝑐𝑡𝑖𝑣𝑖𝑡𝑦 =

𝐺𝑉𝐴𝑖

𝐸𝑚𝑝𝑙𝑜𝑦𝑚𝑒𝑛𝑡𝑖
 , where 𝐺𝑉𝐴𝑖 is the total gross value added of industry or sector i and 

𝐸𝑚𝑝𝑙𝑜𝑦𝑚𝑒𝑛𝑡𝑖 is the total employed persons in industry or sector i.  
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Figure 2. Employment and Gross Value Added (GVA) Share (in %), Philippines, 1998-

2019 

 
 Source of basic data: Philippine Statistics Authority 

 

The distinct qualities of the manufacturing industry, as enumerated above, are fundamental in 

inducing inequality-reducing structural change in the Philippines, especially with a service-

driven economy that has yet to fully industrialize. As mentioned by Rosellon and Medalla 

(2017), transforming the economy is crucial in sustaining the country’s growth momentum and 

making it inclusive. With the diverse industry groups under the manufacturing industry, it may 

serve as the economy’s incubator in the production of new goods using new technologies and 

reallocate resources from traditional activities to trailblazers. 

 

However, while we posit that the manufacturing industry serves as a gateway to economic 

growth, we emphasize the continuing relevance of agriculture and services in the overall 

development agenda.  

 

IV. The Philippine Industrial Experience 

 

The Philippines is not new to the idea of industrial policy and has employed various strategies 

to develop industries. From the 1950s up until the 1970s, the country was characterized by its 

import substitution phase and a restrictive investment policy. This was a period of protectionist 

measures namely high tariffs, import quotas, non-tariff barriers, and the restriction of foreign 

ownership in non-pioneer industries.  

 

The succeeding periods embody standard policies with the country shifting towards 

liberalization in the 1980s and 1990s through the reduction in tariff rates, passage of 

investment-related legislations (e.g., Omnibus Investment Code, Foreign Investment Act, and 

the Special Economic Zone Act), accession to the World Trade Organization (WTO), and 

ratification of the Association of Southeast Asian Nations (ASEAN) Free Trade Agreement 
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(FTA). The following decade maintained the same policy direction by further facilitating trade 

bilaterally and multilaterally.  

 

It is only in the recent decade that a more active industrial policy reemerged in the country 

through the Manufacturing Resurgence Program (MRP), which was a result of identifying the 

need to revive manufacturing activities. The MRP has the goal of enhancing the 

competitiveness of domestic manufacturing industries so they can be integrated into higher 

value-added ASEAN-based production networks and global value chains. The MRP traces its 

foundation from the Industry Roadmapping Project under the Industry Development Program, 

which was launched in 2012 and generated 44 private sector-led roadmaps (See Annex B). 

These roadmaps containing the industries’ vision, targets, and strategies served as inputs to 

develop the overall MRP strategy. With government’s role to ensure the roadmap 

implementation, it encourages producers to take risks, correct market and government 

failures, and address changes in policies and institutions (Aldaba, 2014). 

 

Figure 3. Manufacturing Resurgence Program Action Points 

 
Source: DTI (2016) 

 

Recognizing the need to link the manufacturing industry with the agriculture and services 

sector, the Comprehensive National Industrial Strategy (CNIS) was developed, which aims for 

cross-sectoral integration to promote strong forward and backward linkages across the 

economy. The CNIS framework identified competition, innovation, and productivity as 

channels through which industrial growth can be stimulated. The priority industries under the 

CNIS were manufacturing, tourism, infrastructure and logistics, agribusiness, and information 

technology and business process management (IT-BPM).  

 

In the advent of the Fourth Industrial Revolution, the CNIS was enhanced to form the Inclusive 

Innovation Industrial Strategy (I3S). This new industrial strategy maintains the same underlying 

framework of its predecessor but places a premium on innovation due to its importance in 

addressing both the challenges and opportunities emerging not only from globalization and 

rising economic integration but also from automation, robotics, artificial intelligence, and other 

new technologies.  

 

This refocusing has led to the additional goal of building an inclusive innovation ecosystem 

and the recognition of entrepreneurship’s central role in transforming products, services, 

systems, and processes.  

 

The priority industries under the I3S are electrical and electronics, aerospace parts, automotive 

and auto parts, chemicals, shipbuilding, tourism, furniture, garments, creative industries, tool 

and die, IT-BPM, e-commerce, agribusiness, construction, transport, and logistics.  
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Figure 4. Inclusive Innovation Industrial Strategy Framework 

 
Source: Aldaba (2017) 

 

In the implementation of the I3S, the Department of Trade and Industry’s (DTI) strategic actions 

are embodied in five (5) major pillars, namely: 

 

1. Building new industries, clusters agglomeration. Addressing supply and value chain 

gaps, expanding domestic market, attaining economies of scale, creating export hubs, 

promoting investments, providing incentives, and developing domestic economic 

zones.  

 

2. Capacity building and human resource development. Providing training programs to 

improve skills and initiating tie-ups with universities and training institutions. 

 

3. Innovation and entrepreneurship. Linking government, academe, and industry, 

strengthening collaboration towards market-oriented research, providing research and 

development (R&D) incentives, and establishing shared facilities. 

 

4. Micro, small, and medium enterprise (MSME) growth and development. Addressing the 

7Ms: mindset, mastery, mentoring, money, machine, market, and models, facilitating 

access to finance and technology, and linking with large enterprises. 

 

5. Ease of doing business, investment environment. Addressing corruption, smuggling, 

and bureaucratic practices; streamlining and automating processes; and creating a 

single mechanism for coordinating registration and permits. 

 

Looking at the performance of the Philippine manufacturing industry through a regional lens 

allows us to gauge the effectiveness of the various policies the country has espoused through 

the decades. As revealed in Figure 5, the country has consistently lagged behind the Asian 

powerhouses from the 1960s up until the late 2000s, with manufacturing GVA growing at a 

meager average of 3.8%. While the shift from import substitution and restrictive investment 

policy to standard policies of trade and investment openness has led to an uptrend starting in 

the 1980s, the country was still unable to outpace its neighbors. Interestingly, it was only 

during the rise of its new industrial policy, starting in the recent decade, has the Philippines 
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been able to accelerate its manufacturing growth above these countries, claiming the top spot 

at an average growth rate of 7.3%. 

 

Figure 5. Average Manufacturing Industry Gross Value Added (GVA) Growth (in %) by 

Decade, Asian Countries,1 1960-2018 

 
          1Selected Asian countries included in the Asian Miracle. Incomplete data for Japan and  

          Hong Kong and no data for Taiwan               

          Source: The World Bank; Author’s Calculations 

 

While this is the case, the Philippine manufacturing industry growth has not been able to 

consistently reach the levels recorded by other countries during the Asian Miracle. Further, 

sustaining this growth is still in question as the manufacturing industry’s growth has been 

volatile in the past 10 years, even recording its lowest manufacturing industry growth at only 

3.8% in 2019.  
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Figure 6. Manufacturing Industry Gross Value Added (GVA) Growth (in %) by Year, 

Philippines, 2010-2019 

Source: Philippine Statistics Authority 

 

The mixed performance of the country’s manufacturing industry warrants further assessment 

of its existing industrial policy vis-à-vis best practices and the changing policy environment in 

order to augment its efficacy, curb the early signals of stagnation, and propel the country to 

the level of growth necessary in achieving its development goals, possibly emulating the Asian 

Miracle.   

 

V. The Technology and Innovation Policy 

 

Although the country’s recent industrial policies provide a foundation for achieving the 

ambitious objective of its development agenda, a groundbreaking approach is needed to 

reinforce and escalate its contribution to the economy. The moonshot approach, discussed by 

Cherif and Hasanov (2019) as the Technology and Innovation Policy (TIP), entails the 

government’s leading role in creating and shaping markets, moving beyond simply addressing 

market failures. The TIP reflects a similar strategy employed by countries during the Asian 

Miracle.  

 

Under the TIP framework, technology and innovation is promoted at each stage of 

development. It calls for a wider perspective on innovation that expands from robotics and the 

intelligence of things (IoT) to the constant pursuit of making things in new and creative ways, 

fostering an innovative culture regardless of enterprise size, location, and sector.  Although 

it’s view of an active government may be taken as a polar opposite of market economies, it 

can be seen as a middle ground that aims to synergize the standard growth recipe and this 

revolutionary policy, which is necessitated by global developments that have narrowed the 

economy’s policy space.  

 

First and foremost, the success of the TIP rests on strong and coherent macroeconomic 

fundamentals. This implies that governments must provide quality infrastructure, maintain low 

and stable inflation and a strong fiscal position, participate in the international arena, foster a 

conducive business climate, and invest in human capital. Without these standard policies 

underpinning the TIP, the country’s industrial policy will be more vulnerable to failure.  
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Once these core policies have been cemented, the pursuit of industrial policy may have 

amplified effects through TIP’s three key principles such as (a) state intervention to create new 

capabilities in sophisticated industries, (b) export orientation, and (c) the presence of intense 

domestic and international competition with strict accountability.  

 

Creating New Capabilities in Sophisticated Industries  

 

The first principle of TIP requires the government to develop sectors beyond those with an 

existing comparative advantage. It postulates that the further away a country wanders from its 

current comparative advantage, the higher is the prospective reward. These sophisticated 

industries are not merely high value-added products but are those that are based on high-

technology, high-productivity gains, and high-spillover industries.  

 

Hausman and Rodrik (2003) recommends that governments intervene and encourage 

entrepreneurship and investment in new activities where the economy could potentially have 

a comparative advantage with various instruments including public sector credit, tax holidays, 

and investment support.  On the other hand, while countries can expedite its growth by 

exploring these uncharted industries, they must not neglect that the high potential returns also 

come with increased exposure to risk.   In order to diffuse this risk, the industrial policy should 

include a combination of priority industries with an evident comparative advantage and 

sophisticated industries that are potential catalysts for growth.  

 

Export Orientation 

 

Export orientation, the second principle, calls for governments to prescribe industries to be 

outward-looking and target supplying their products to the international market. This lessens 

the dependence on domestic demand which may easily be saturated and constrain growth.  

 

This principle has been critical in the success of the industrial policies during the Asian Miracle 

which departed from the import substitution policies of most developing nations, including the 

Philippines in the 1960s and 1970s. For example, South Korea made use of export quotas 

(Woo, 1991) while Taiwan had preferred credit and tariff tied into their support programs 

(Wade, 1990). By shifting the focus from internal to external markets, this strategy benefitted 

economies that cannot just rely on having a sufficiently large domestic market leading to a 

boost in productivity, innovation, and dynamism. 

 

Export orientation also becomes increasingly possible with the preponderance of trade 

agreements and global value chains (GVCs), which allows for preferential treatment and 

additional access to markets that may be tapped by the country’s priority industries for 

increased output.  

 

Competition with Strict Accountability  

 

The TIP encourages actively supporting identified industries in order to jumpstart their 

development.  Strict accountability, on the other hand, is needed given that this may require 

substantial monetary and non-monetary resources. This means that no support is extended 

unconditionally and that incentives are time-bound, transparent, targeted, and performance-
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based. In line with the role of government to develop industries, Hausman and Rodrik (2003) 

also views that ensuring accountability rationalizes the production of firms. 

 

As an example, South Korea’s government actively worked with the largest family-owned 

industrial enterprises2 in upgrading technologies, improving products, and facilitating exports, 

however, they maintained efficiency by withdrawing support from those enterprises that were 

unable to deliver (Chang, 1994). 

 

The accountability principle of the TIP rests greatly in designing support packages on the basis 

of reciprocity, government support in exchange for tangible performance standards. These 

may have the features of distinguishing incentives for pioneers, using automatic sunset 

provisions, establishing clear parameters for success or failure, and instituting adequate 

monitoring and auditing mechanisms. This stipulates that the government must not hesitate 

from withdrawing support when it is no longer necessary or when it is clear that the intervention 

has failed. Further, exposure to intense competition in domestic and international markets 

pushes recipients of support to continuously innovate and improve productivity. As Aghion e 

al. (2012) indicated, industrial policy must be conducted in a highly competitive environment 

in order to succeed.  

 

In addition to these three interwoven principles, we advance the importance of another 

principle for industrial policy, inclusivity and transparency. 

 

Inclusivity and Transparency 

 

Inclusivity and transparency are premised on ensuring the engagement and participation of a 

broad range of stakeholders.  This translates to a collaborative policy development based on 

a dynamic dialogue with stakeholders in order to harness and maximize citizen participation. 

As Evans (1995) has noted, it is crucial for private enterprises to play a role in the formulation 

and implementation of any industrial policy.  

 

While this promotes the inclusivity of the industrial policy, it may also be prone to the power 

and self-serving agenda of interest groups.  Hence, in order to address this and maintain the 

government’s autonomy, the formulation of policies should allow for scrutiny by the general 

public (i.e., those that are not directly involved in the industry of focus). The involvement of a 

broad range of actors may also serve to cancel out parochial interests. 

 

Moreover, the government should make sure that decisions taken are fully transparent. This 

indicates that the framework and process in selecting priority industries are made publicly 

available, lessening the perception of picking winners and instead espousing the idea of 

creating winners who will become leading investors and entrepreneurs. Further, 

communicating how the benefits from the chosen industries will trickle down to those that were 

not may also garner their support.  

 

This principle of transparency also enables broader support for the industrial policy, allowing 

for its continued implementation to be unaffected by the political cycle. This is key in attaining 

a country’s goals as evidenced by the Asian Miracle, wherein countries committed to the 

pursuit of their industrial policies over decades. Policy consistency that remains focused on 

 
2 Referred to in various literature as chaebol  
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the long-term despite the frequent changes in the administration signals the commitment of 

the public sector to its development agenda. 

 

Figure 7. Technology and Innovation Policy Framework 

 
Source: Cherif and Hasanov (2019); Updated by the Author 

 

The TIP demystifies the Asian Miracle by identifying the key principles that are embodied in 

the industrial policies of these key economies and offers a way for countries like the Philippines 

to emulate the same experience. Using the TIP as framework, the country’s current industrial 

policy, the Inclusive Innovation Industrial Strategy (I3S) is assessed for its viability in 

generating sustained high levels of growth towards achieving its development objective.  

Consistency with the principles of the TIP is taken as a measure of the industrial policy’s 

effectiveness as a tool for accelerated development.  

 

VI. Assessing the Inclusive Innovation Industrial Strategy 

 

The TIP framework emphasizes that strong and coherent macroeconomic fundamentals 

underpin the success of industrial policy.  This section looks into key macroeconomic 

indicators to provide better understanding of the environment in which industrial policy comes 

into play.   

 

1. Low and stable inflation. Promoting price stability for a balanced and sustainable growth 

of the economy is the primary objective of the Bangko Sentral ng Pilipinas’ (BSP) 

monetary policy. The BSP endeavors to achieve this target through its adoption of an 

inflation targeting framework starting in 2002, which entails the announcement of an 

explicit inflation target that the BSP sets to achieve over a given time period.  

 

While the Philippines has not hit its objective consistently, the period post-adoption of 

the inflation targeting framework has displayed less volatility and has maintained a 

modest level with an average headline inflation of 3.6% and core inflation of 3.5% 

compared to the pre-adoption period at 6.9% and 7.2%, respectively. This gives 

evidence to the appropriateness of the BSP’s framework in contributing to the growth 

of the economy through stable prices.  
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Figure 8. Inflation Rate (%), Philippines, 1996-2019  

 
     Source: Philippine Statistics Authority and Bangko Sentral ng Pilipinas 

 

2. Quality Infrastructure. Infrastructure is important as it connects supply chains and 

facilitates the efficient movement of goods and services across borders. Recognizing 

this, the Duterte Administration launched the Build, Build, Build Program in 2017 to 

accelerate infrastructure spending with 75 flagship projects. Looking into the country’s 

expenditure on infrastructure and other capital outlays, we see an increasing trend as 

it reached PhP881.7 billion in 2019 at 4.7% of GDP. Compared to the previous years, 

the performance of the Philippines is on track with the infrastructure spending targets 

for developing countries set by the World Bank and the Asian Development Bank at 

4.5% and 5.0% of GDP, respectively, in order to achieve its development goals (Fay & 

Rozenberg, 2019; Park & Susantono, 2019).  

 

Figure 9. Expenditure on Infrastructure and Other Capital Outlays (in PhP 

billion) and Share to GDP (%), Philippines, 2011-2019 

 
     Source: Philippine Statistics Authority and Department of Budget and Management; Author’s Calculations 

      Note: Used GDP at current prices to align with DBM’s Annual Fiscal Report 
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In November 2019, the administration reassessed its flagship projects and released a 

revised list of 100 projects that prioritizes infrastructure on transport and mobility. This 

is projected to further accelerate the country’s expenditure program.   

 

3. Strong Fiscal Position. A strong fiscal position allows a country to balance stimulating 

economic growth through government spending and keeping its debt manageable. The 

Philippines has displayed a strong fiscal position as its debt to GDP ratio has steadily 

decreased to 36% while its expenditure to GDP ratio increased to 19.6% in 2018 in the 

ten (10)-year period in Figure 10. This translates to the country’s better tax and revenue 

efforts, including its Comprehensive Tax Reform Program (CTRP), as it is able to 

manage its debt without compromising its spending on essential public goods and 

services.  

 

Figure 10. Expenditure and General Government Debt Ratios to GDP(%), 

Philippines, 2008-2018 

 
       Source: The Department of Finance 

 

4. Conducive business climate. An enabling business environment facilitates increased 

activity and encourages domestic and foreign investments into a country. Measuring 

the country’s performance using the World Bank’s Doing Business report, which covers 

different areas of business regulations including starting a business, getting electricity, 

getting credit, and trading across borders, reveals that the Philippines has mostly 

ranked in the bottom half of the 190 economies covered.  

 

Acknowledging the urgency of fostering a conducive business climate, Republic Act 

(RA) No. 11032 or the Ease of Doing Business and Efficient Government Service 

Delivery Act of 2018, was signed into law, which established the Anti-Red Tape 

Authority (ARTA) to streamline the current systems and procedures of government 

services. With the ARTA’s efforts to eliminate over regulation, the Philippines was able 

to register its highest score of 62.8 and rank at 95th   in the 2020 Doing Business report.  
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Figure 11. Ease of Doing Business Score and Ranking, Philippines, 2006-2020 

 
       Source: The World Bank 

         Note: Country scores were only available starting in 2015 

   

5. Improved Human Capital. The quality of labor and human capital is an integral part of 

an economy’s production process. The population of the Philippines has increasingly 

become more skilled as evidenced by the increase in the number of graduates of higher 

education institutions (HEIs), which peaked at 751 thousand in 2018 with the top 

discipline groups including Business Administration and related fields (27.6%), 

education and teacher training (21.7%), engineering and technology (11.6%), and 

information technology (10.3%). 

 

Figure 12. Graduates of Higher Education Institutions (in thousand), 

Philippines, 2009-2018 

 
     Source: Commission on Higher Education 

 

The mismatch between the acquired skills of the population and those required in work 

is also narrowing as evidenced by the decreasing underemployment rate in the 

Philippines at 14% in 2019. The positive changes in the employment conditions of the 

country are also supported by the higher employment rate at 94.9%.  
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Figure 13. Employment, Unemployment, and Underemployment Rates (%), 

Philippines, 2009-2019 

 
       Source: The Philippine Statistics Authority 

 

6.  Increased International Trade. The country has increasingly integrated in the world 

market through its engagements in the WTO, ASEAN FTA, Philippines-Japan 

Economic Partnership Agreement (PJEPA), and Philippines-European Free Trade 

Association (PH-EFTA). This is shown by its increasing trade volume that peaked at 

PhP13.5 trillion in 2019. However, this has historically been driven by its imports, which 

has warranted more support to establish domestic capacity to increase the country’s 

exports.  

 

Figure 14. Exports and Imports of Goods and Services (in PhP trillion), Philippines 

2000-2019 

 
Source: The Philippine Statistics Authority 

 

Having assessed the microeconomic foundations of the country, we now continue to a more 

specific appraisal of the country’s industrial policy.  

 

Creating New Capabilities in Sophisticated Industries 

 

The first principle of the TIP requires the government to combine the development of 

sophisticated industries and those with an existing comparative advantage in order to diffuse 
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risks while pursuing accelerated growth sources. Applying this in the framework of the I3S 

means assessing the combination of priority industries and identifying the current and potential 

growth contribution and risks attached to each industry, allowing the government to ensure a 

balanced portfolio. 

 

The priority industries for the country are represented in the Strategic Investment Priority Plan 

(SIPP), formerly (before 2018) known as the Investment Priorities Plan (IPP). In formulating 

the SIPP, the Board of Investments (BOI), an attached agency of the DTI, considers the 

substantial amount of investments, considerable generation of employment, potential to 

address supply/value chain gaps, adoption of inclusive business activities and value-added 

production by MSMEs, utilization of modern or new technology, application of adequate 

environmental protection systems, and the promotion of market competitiveness. 

 

In addition, the DTI-BOI employs the growth diagnostics framework developed by Hausman 

et al. (2005) to identify the binding constraints to a country’s growth. This approach considers 

several factors such as physical and human capital, governance, institutions, infrastructure, 

and geography and views that the removal of the most binding constraints on these factors 

would induce economic growth. Using a decision tree in its methodology allows policy makers 

to determine the root causes of the problem. 

 

Figure 15. Growth Diagnostic Decision Tree 

 
Source: Hausman, Rodrik, and Velasco (2005) 

 

After identifying the root cause, the DTI-BOI employs a prioritization framework to determine 

the appropriate policy response, which may be in the form of incentives or other government 

support.  
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Figure 16. Framework for Prioritization of Economic Activities  

 
Source: Aldaba (2018) 

 

The industry mix is assessed as listed in the I3S that resulted from these frameworks using 

the revealed comparative advantage (RCA) developed by Balassa (1965). A value greater 

than one (1) denotes a country’s edge in producing and exporting a particular product or 

product group.3 We plot the RCA of the industries over two periods, in order to gain additional 

insights on changes over time (See Annex C).  

 

As uncovered in the figure, the country’s line up of industries with the inclusion of ship building, 

electrical and electronics, IT-BPM, aerospace parts, agribusiness, and tourism balance the 

industries that are targeted to be developed, including creatives, transport and logistics, 

construction, iron and steel, tool and die, chemicals, and automotive and auto parts. These 

industries are potential incubators of innovative products and processes that also provide 

support for infrastructure development, manufacture of essentials, and movement of goods 

and people.  

 

          

  

 

3 The RCA is computed as 𝑅𝐶𝐴𝐴𝑖 =

𝑋𝐴𝑖
∑ 𝑋𝐴𝑗𝑗∈𝑃

𝑋𝑊𝑖
∑ 𝑋𝑊𝑗𝑗∈𝑃

 where 𝑋𝐴𝑖  is country A’s exports of product i, 𝑋𝑊𝑖 is the world’s exports of product i, 

∑ 𝑋𝐴𝑗𝑗∈𝑃 is country A’s total exports, and ∑ 𝑋𝑊𝑗𝑗∈𝑃  is the world’s total exports. 
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Figure 17. Revealed Comparative Advantage, I3S Priority Sectors   

 
Source: International Trade Centre’s Trade Map; Author’s calculations 

Note: Data used are from the latest years with the most complete data available, which is 2018 for merchandise 

exports and 2017 for services exports, plotted on the horizontal axis.  

          Two (2)-year lag values are also included on the vertical axis.   

 

The analysis above also shows that the country’s comparative advantage is not static. Over 

the three (3)-year period, some industries have become more or less competitive.  As the 

environment on which these industries operate in constantly evolve and change, the list of 

priority industries must undergo constant review to ascertain its relevance. This allows the 

recalibration of the industrial policy to include new and emerging industries and omit those 

that have become obsolete.  

 

While the core of the SIPP has generally been stable, its structure has adapted to the changing 

needs of the country taking into account local and global developments. The SIPP 1995 

included Build, Operate, and Transfer (BOT) projects and telecommunication infrastructure in 

consideration of the passage of RA No. 7042 or the Foreign Investments Act in 1991 while the 

SIPP 2000 included ICT (Information and Communications Technology) community access 

facilities due to the passage of RA No. 8762 or the Retail Trade Liberalization Act of 2000.  

 

The latest SIPP carried over certain manufacturing activities, commercial production of 

agricultural, fishery, and forestry products, integrated circuit (IC) designs, creative industries, 

mass housing, and infrastructure and logistics, among others from its predecessor. It further 

refines the list by including innovation drivers, inclusive business (IB) models, expansion of 

manufacturing activities to include agro-processing, digital and technological startups, 

telecommunications, and drug rehabilitation centers. The SIPP also included essential goods 

and services, such as the production and manufacture of medicines, medical equipment and 

devices, personal protective equipment (PPE), health waste treatment and disposal, 



Working Paper Series PP No. 2021-01 
 

Prepared by the Bureau of Trade and Industrial Policy Research (BTIPR)                 Page 19 of 38 
As of 31 December 2021 

Department of Trade and Industry                    POLICY PAPER* 

laboratories, and test and quarantine facilities in response to the coronavirus disease (COVID-

19) pandemic.  

 

In addition, the DTI-BOI has diligently reviewed the IPP with amendments made in 2018 to  

adjust the areas considered to be less developed, the eligible activities under air and water 

transport, criteria for Halal and Kosher standards for food manufacturing, and the inclusion of 

digital or technological startups and activities, among others.4 

 

This diversity is consistent with the TIP’s recommendation to anchor emerging growth drivers 

with traditional industries.  

 

Export Orientation 

 

The second principle, export orientation, becomes more viable with the Philippines’ trade 

commitments. The country has gained preferential treatment and additional access to markets 

that may be tapped by its priority industries.  

 

In the context of the country’s industrial policy, the MRP and I3S lists as one of its key strategies 

the expansion of the domestic market base to attain economies of scale and realize its export 

potential. In addition, the various roadmaps have also included export orientation in their 

general objectives.   

 

This is supported by the general principle of increasing volume and value of exports under 

Executive Order (EO) No. 226 or the Omnibus Investment Code and provisions on additional 

incentives for registered enterprises that satisfy the export requirement.  

 

Further, the Philippine Export Development Plan (PEDP) 2018-2022, has incorporated the I3S 

and industry roadmaps in its formulation. Specifically, it identifies three (3) focal industries in 

the achievement of its export targets, namely (a) electronics; (b) processed food, vegetables, 

and beverages; (c) and IT and tourism-related services, all of which are included as priority 

industries in the current industrial policy.  

 

While the automotive and auto parts roadmaps include export orientation in its objectives, a 

prominent initiative under this industry, the Comprehensive Automotive Resurgence Strategy 

(CARS) Program under EO No. 182, which provides fixed investment support (FIS) and 

production volume incentives (PVI) to qualified car and parts makers, has not explicitly 

included export orientation in its issuance nor its implementing rules and regulations (IRR). 

Noting however that the CARS Program does not discriminate between domestic and 

international consumers of its automotive products and has the end goal of developing the 

country as a regional automotive manufacturing hub. 

 

Additionally, various initiatives support export orientation by addressing binding constraints to 

the competitiveness of domestic products, which will be discussed in more detail in the 

succeeding section. The overarching principles of the I3S aligns with the TIP by putting export 

development at its cornerstone.  

 

 

 
4 Board of Investments Memorandum Circular Nos. 2018-07, 2018-08, and 2018-09 
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Competition with Strict Accountability  

 

The I3S is underpinned by the competition-innovation-productivity relationship in consideration 

of the highly liberalized market that the country operates in. This presents opportunities for the 

domestic market to access wider export markets but also facilitates the entry of competing 

products. This highly competitive environment threatens inefficient firms to exit, highlighting 

the importance of innovation in order for firms to increase productivity to be able to compete.  

 

The triad principles of the I3S not only acknowledge the realities of competition but harnesses 

it as a disciplining device to prompt industries to innovate in facing domestic and export market 

competitors. The I3S sends industries a clear message, innovate to survive. In this pursuit, 

industrial policy recognizes that the government has an integral role in driving enterprise 

efficiency and competitiveness. In the I3S, specifically through the roadmaps, the different 

horizontal and vertical issues of industries have been identified. 

 

Addressing horizontal issues or roadblocks mutually experienced by industries provide one 

form of government support to industrial development while still fostering competition. Without 

industry nor firm bias, the benefits of these interventions are generally enjoyed by all 

enterprises.  

 

Figure 18. Major Constraints of I3S Industries 

 
Source: DTI (2017); Interventions updated by the Author 

 

Horizontal interventions include the DTI-BOI and Department of Public Works and Highways’ 

(DPWH) Roads Leveraging Linkages of Industry and Trade (ROLL-IT) Program, which would 

significantly contribute to the reduction of transport and logistics costs by to identifying, 

prioritizing, and implementing road access infrastructure leading to various industries and 

economic zones.  As of 2018, the program has upgraded 438km through 229 projects.  

 

The SIPP also tackles some of the major constraints through its inclusion of energy, 

infrastructure and logistics, and all manufacturing activities. This aims to induce entrants into 

these sectors by incentivizing investments into power generating projects, physical 
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infrastructure for passengers and cargo, and production and processing of raw materials and 

intermediate parts.  

 

The Small Business Corporation (SB Corp.), an attached agency of the DTI, has been 

facilitating financial access for micro enterprises through its Pondo sa Pagbabago at Pag-

asenso (P3) Program. 

 

The DTI lends its support to the development of human resource through its attached 

agencies, the Philippine Trade Training Center (PTTC)5 and the  Technical and Education 

and Skills Development Authority (TESDA)6. The PTTC offers various training programs for 

all sectors under its General Enterprise Training (GET) and for specific sectors like its FOOD 

Better Best Program for processed food, Lifestyle Philippines for wearables and home styles, 

and Services Plus+ for the services sector. On the other hand, TESDA’s Technical-Vocational 

Education and Training (TVET) programs provide opportunities for re-skilling and upskilling. 

These programs are offered through 57 TESDA administered schools and 60 training centers 

together with enterprise-based training through apprenticeship and community-based training 

in convergence with local government units (LGUs). 

 

Further, DTI supports MSMEs to innovate through its Shared Service Facilities (SSFs), by 

providing them with machinery, equipment, tools, systems, skills, and knowledge under a 

shared system. As of March 2020, there are 2,615 SSF projects established covering different 

industry clusters like abaca, bamboo, processed food, furniture and furnishings, metal and 

metalworks, and renewable energy, among others.  

 

Further on innovation, the DTI’s Inclusive Filipinnovation and Entrepreneurship Roadmap 

(IFER) recommended the establishment of Regional Inclusive Innovation Centers (RIICs). The 

RIICs are platforms for collaboration among key agents in the innovation ecosystem, which 

identifies and provides the gaps and augments the connectivity of existing institutions. In the 

RIICs, a network of innovation agents collaborates to commercialize market-oriented research 

towards the competitiveness of the region, providing employment and entrepreneurial 

opportunities and pursuing and sustainable economic prosperity in the country’s regions. To 

date, there four (4) RIICs including Legazpi City in Region V for Pili, Cebu City in Region VII 

for electronics/IT-BPM, Cagayan de Oro City in Region X for processed food, and Davao City 

in Region XI for functional food and processed fruits.  

 

The DTI also recognizes the pertinent role of startups in fostering innovation with RA No. 1137 

or the Innovative Startup Act as its legal foundation stipulating the provision of benefits, 

incentives, and other forms of support to the startup ecosystem. The DTI endeavors to match 

leading-edge innovative domestic startups with commercial products to traditional enterprises 

through its SMART (Strategic MSMLE & Startup) Link. DTI also partners with local and 

international startup enablers to provide a specialized incubation program designed to enable 

startups pursue business development, fundraising, and other strategic opportunities via its 

Startup Acceleration and Incubation by DTI (startupAID). In addition, its International and Local 

Exposure Assistance Program (ILEAP for Startups) provides support to qualified startups to 

 
5 DTI Department Order No. 18-47 s. 2018 designates the PTTC as the Philippines’ Global MSME 
Academy, serving as the dedicated center for the administration, development, and conduct of trade-
related training and management of facilities to support the requirements of globalizing industries and 
services, especially of MSMEs. 
6 Executive Order No. 07 s. 2018 transfers TESDA from the Office of the President (OP) to the DTI 
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participate in local or international startup events or competitions. The Global Acceleration 

Program (GAP) principally aims to increase the survival rate of startups by immersing them in 

the global ecosystem. Through this intervention, operating startups may expand to 

international markets and accelerate revenue generation.  

 

The fast-paced environment has also brought focus to artificial intelligence (AI), which is 

considered one of the most disruptive among new and forthcoming technologies. The DTI, in 

developing the AI roadmap provides a guide a guide for national preparedness strategy to 

maximize the benefits from employing AI technologies and developing AI economies and bring 

awareness to its potential consequences on business processes and models. At the core of 

the AI roadmap is the creation of a National Center for AI Research (NCAIR) that houses full-

time scientists and research engineers, serving as a network to AI competitiveness in the 

country. The NCAIR aims to assist MSMEs in agriculture, manufacturing, and services in the 

use of computational tools, especially AI technology, to improve their efficiency and 

productivity.  

 

While these general programs and policies address constraints mutually experienced by 

industries, targeted interventions are also needed to address industry-specific obstacles. 

 

For the aerospace industry, it was identified that major aerospace manufacturers and suppliers 

conduct business only with enterprises that have acquired an AS9100 certification7. With this, 

industry players underwent the Aerospace Quality Management System (AQMS) training with 

the assistance of the DTI, in partnership with the Metals Industry Research and Development 

Center (MIRDC).   

 

Through the same partnership, members of the tool and die industry underwent the Enhancing 

Tool and Die Industry Competitiveness by Expanding the Pool of Trained and Highly Skilled 

Die and Mold Designer and Makers (D2M2) Project. This is in recognition of the skill-intensive 

and technology-dependent nature of the industry which is heavily comprised of SMEs.  

 

Capacity building programs were also conducted for other industries, including Best Practices 

in Chemical Regulation Capacity Building Workshop, National Capacity Building Seminar-

Workshop on Printing Standards, Materials Manipulation Workshop for gifts, décor, and 

houseware (GDH) MSMEs, and IC Design Faculty Immersion in Taiwan.  

 

Market access and business matching are also addressed by the DTI through its trade and 

investment missions, hosting of trade shows, and sponsorship for the participation of export-

ready enterprises at international trade shows. Some examples are the bi-annual Manila 

FAME, the Aeromart Summit Clark in 2018, the Philippine Garments, Leather Goods 

Industries and Fabric Expo in 2018, and the Dubai Expo 2020. 

 

In addition, DTI-BOI and the Japan International Cooperation Agency (JICA) through its Local 

Supplier Development Project developed 59 profiles of local auto manufacturers in 2018.  

 

With the International Finance Corporation-World Bank (IFC-WB), the DTI-BOI started the 

Supplier Development Programs (SDP) in 2018 to strengthen linkages between foreign and 

 
7 A standardized quality management system for the aerospace industry released in October 1999 by the Society of Automotive 
Engineers and the European Association of Aerospace Industries 
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Philippine-based multinational enterprises (MNEs) and the local small and medium enterprise 

(SME)-suppliers by capacitating local SMEs to meet specific input requirements of 

participating MNEs.  

 

An integrated industry development for creative industries is also being pursued to provide a 

strategic direction for the development of the Philippine Creative Industries, which covers live 

entertainment and performing arts, audio visual sector, film, animation, game development, 

marketing services, creative process outsourcing, and creative freelancers. Programs under 

this initiative include the development and implementation of the Creative Industry Roadmap, 

Filipino Performers and Entertainers Accelerator to capacitate workers in film, live events, and 

performing arts, development of a Shared Digital Services Facility and a creative services 

special zone, and the professionalization of Filipino online creative freelancers.  

 

While industry-specific interventions have been put in place, these are generally in the form of 

capacity-building programs, matching platforms, and policy reforms. The country’s fiscal 

incentives to support industries are mainly through the provisions under the Omnibus 

Investment Code for qualified enterprises and RA No. 7916 or the Special Economic Zone Act 

of 1995 for enterprises located in economic zone, which have been harmonized and enhanced 

by RA No. 11534 or the Corporate Recovery and Tax Incentives for Enterprises (CREATE).  

Aside from these incentives, which are still administered to a number of different industries, 

the only other fiscal support package in existence that is industry-specific is the CARS 

Program.   

 

The incentives under the Omnibus Investment Code and Special Economic Zone Act, 

generally adhere to the accountability principle of the TIP through its extension of time-bound, 

transparent, targeted, and performance-based support. There are types of enterprises and 

activities that are eligible for these incentives to ensure targeting investments into necessary 

industries. In addition, incentives are time-bound such as the income tax holiday (ITH), which 

is given for four (4) years to non-pioneer projects and six (6) years for pioneer projects. The 

longer availment period for pioneer projects also serve as a targeting mechanism to induce 

innovative endeavors. The only incentive in question would be the preferential tax rate of five 

percent (5%) of gross income in lieu of all national and local taxes available to economic zone-

registered enterprises at the expiration of their ITH, which may be enjoyed by enterprises in 

perpetuity. This incentive violates the time-bound principle of government support, which 

results in foregone government revenue without inducing enterprise efficiency.  

 

On the other hand, the CARS Program fosters accountability through its provision of support 

subject to a volume requirement and mandatory parts localization. This ensures that the public 

funds used in this intervention results in the desired outcome of inducing economies of scale 

in the automotive industry to address high parts production costs and import logistics. 

 

The I3S and its underlying programs and policies utilizes competition as a means to induce 

industry innovation and productivity and its incentive mechanisms generally demand 

accountability from those that receive and implement them.  

 

Inclusivity and Transparency 

 

The pursuit of its industrial policy is made transparent through different avenues, including the 

Manufacturing Summit and Inclusive Innovation Conference, which started in 2016 and 2017, 
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respectively. These are annual events held by the DTI to bring together stakeholders as part 

of implementing the I3S. These events work in two ways, first as an avenue for participants to 

provide necessary inputs to the various programs and policies under the I3S that may warrant 

special attention, revisions, or improvements. Second, it provides the implementing agents an 

opportunity to apprise its stakeholders of the industrial policy and the developments that 

transpired in that period.  

 

The DTI also recognizes the importance of regional inclusion and development as it held 

inclusive innovation conferences in various regions of the country. In 2017, these were 

conducted in Manila (NCR), Angeles (Region III), Legazpi (Region V), Cebu (Region VII), 

Cagayan de Oro (Region X), and Davao (Region XI). In 2018, regional validation workshops 

were again conducted in these regions. In 2019, workshops were done in Iloilo (Region VI) 

and Zamboanga (Region IX). 

 

The RIICs also uphold these principles by relying on its network of innovation agents that 

involve industries, universities, government agencies, LGUs, startups, MSMEs, R&D 

laboratories, science and technology (S&T) parks, incubators, FabLabs, and investors, among 

others.  

 

As for the roadmaps, discussions are regularly done through the sectoral TWG, which includes 

private sector champions. In addition, the Roadmap Localization Program was done in 2016, 

holding regional conferences in Ilocos (Region I), Cagayan Valley (Region II), Caraga (Region 

XIII), Northern Mindanao areas (Region X), Soccsksargen (Region XII), Eastern Visayas 

(Region XIII), and Autonomous Region in Muslim Mindanao (ARMM) to encourage 

stakeholders to localize their roadmaps particularly for industries that suit the conditions of 

their areas. 

 

In addition, the pertinent information on the country’s industrial policy, roadmaps, and 

programs are made accessible to the public through the dissemination of physical copies such 

as policy briefs and digital copies through its websites8.  

        

Figure 19. DTI Website Homepage 

 
Source: www.dti.gov.ph 

 
8 These include www.dti.gov.ph, www.boi.gov.ph, www.industry.gov.ph, and innovate.dti.gov.ph 
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Figure 20. BOI Website Homepage 

 
Source: www.boi.gov.ph 

 

Figure 21. Industry Website Homepage 

 
Source: www.industry.gov.ph 
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Figure 22. DTI Competitiveness and Innovation Website Homepage 

 
Source: www.innovate.dti.gov.ph 

 

While a condensed version of the roadmaps is available in the websites, government funded 

roadmaps may be requested from the DTI-BOI. As for those that were funded by the private 

sector stakeholders, these requests may be subject to their approval.   

 

The transparency in the administration of incentives is also strengthened by Republic Act No. 

10708 or The Tax Incentives Management and Transparency Act (TIMTA), which develops a 

means to promptly measure the government’s fiscal exposure on these incentives and enables 

the government to monitor, review, and analyze the economic impact of the incentives. The 

Department of Finance (DOF) maintains a single database, which is used by the National 

Economic and Development Authority (NEDA) to conduct a cost-benefit analysis of investment 

incentives and determine their impact on the Philippine economy. Failure to comply with the 

TIMTA may result in fines or cancellation of a business entity’s registration and criminal and 

administrative penalties for government employees. 

 

Through the use of physical and digital means of information gathering and dissemination, the 

I3S is able to be inclusive and transparent, encouraging trust and support for the industrial 

policy.  

 

VII. Recommendations 

 

The assessment of the I3S indicates that it embodies the key principles of the TIP. This section 

discusses recommendations to enhance the industrial policy towards achieving the country’s 

development goals.  

 

The existing frameworks used in the determination of priority industries have resulted in a 

balanced and diversified industry mix. In line with Hausmann and Rodrik’s (2003) idea of 

economic development as self-discovery the SIPP serves as a tool for the Philippines to 

determine products and activities that it may exceptionally be good at. As the country is able 

to identify and develop its industrial strengths, the objective of the SIPP should be to 

progressively narrow its scope in the long-term. This means that identified industries should 

eventually graduate from the list either due to their development through the incentives and 
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interventions extended by government or their failure to do so despite intervention. The lack 

of success in some industries even while guaranteeing the provision of appropriate and ample 

support warrants re-focusing the monetary and non-monetary resources of the government to 

the pursuit of other potential industries.  

 

Further, the DTI may continuously augment its current frameworks in the selection of priority 

industries and formulation of its industrial policy. One of which is the Growth Identification and 

Facilitation Framework by Lin and Monga (2010), which includes six (6) steps to target sectors 

that flourished in economies with similar structures, summarized as follows: 

 

1. Country Benchmarking. Identify the list of tradable goods and services that have been 

produced by dynamically growing countries with similar endowment structures and a 

per capita income that is roughly 100% higher.  

 

2. Assisting Domestic Firms. Prioritize those in which domestic private firms have entered 

spontaneously, identify the obstacles to upgrading or the barriers to entry and 

implement policies to address these.  

 

3. Attracting Foreign Investors. Adopt specific measures to encourage foreign firms to 

invest in these industries or set up incubation programs to catalyze the entry of private 

domestic firms into industries that may be completely new to domestic firms. 

 

4. Supporting Self-Discoveries. Pay close attention to successful self-discoveries by 

private enterprises and provide support to scale up those industries. 

 

5. Utilizing Industrial Parks. Address poor infrastructure and an unconducive business 

environment by developing industrial parks and export processing zones. 

 

6. Incentivizing First Movers. Provide limited incentives to domestic pioneer firms or 

foreign investors that work within the list of industries.  

 

In addition, the Product Space Theory of Hausmann et al. (2011), may also be utilized. The 

product space shows all products exported and how similar their required capabilities are, with 

their proximity depicting the probability of co-exportation. (See Annex D). This reveals that 

barriers to entry are less binding for new products that use similar capabilities to those that 

already exist. However, they note that isolated products or those in the periphery (e.g., raw 

materials, petroleum, labor-intensive and capital-intensive goods) are loosely linked compared 

to products in the core, which also tend to be more sophisticated (e.g., chemicals, machinery, 

and metal products). This means that a country that is focused on exporting products in the 

periphery will find it difficult to transition into sophisticated products. The theory endorses that 

countries target products that use capabilities similar to those that already exist but also 

develop new capabilities that allow them to get into products with higher value- added. 

 

In designing and implementing support programs, the export orientation principle should be 

kept in mind.   Even though it is strategic for the industrial policy to build on domestic demand 

in developing industries, industrial policy must only utilize this as a springboard without losing 

sight of its ultimate goal to export.  
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As an example, while the objective of the CARS Program adheres to the TIP, it may explicitly 

include export orientation in its general principles to instill this principle to all its stakeholders. 

Similarly, other programs to be developed must be precise in their fiscal support framework, 

such as ensuring that the production volume requirement is computed to result in the industry’s 

cost competitiveness in the international market.  

 

As discovered in the analysis, there is also merit in formulating industry-specific support 

packages that may be necessary in developing sophisticated industries and addressing their 

major constraints. While horizontal interventions are in place, there are opportunities for 

targeted support to aid in the development of industries. For instance, during a consultation 

conducted by the DTI in preparation for the Manufacturing Summit 2019, some industries have 

raised their specific concerns, including assistance to the cost of manufacturing through 

facilities (e.g., smart manufacturing) and funding for foreign missions for the furniture industry, 

the cost of shipping and raw materials for the food manufacturing industry, and incentives to 

induce the local production of electric vehicles.  

 

Crafting of interventions similar to the CARS Program, which has explicit conditions and 

sunset clauses may directly address such concerns while ensuring the accountability of 

recipients. This may also gain more traction if the industry-specific support programs be 

introduced after an evaluation of the CARS Program highlighting its successes worth 

duplicating and identifying areas for improvement.  

 

However, in the formulation of these support programs, caution must be exercised in order for 

the Philippines to comply with its commitments to the WTO.  The Countervailing Measures 

(SCM) Agreement prohibits subsidies contingent on export performance and allows for the 

imposition of countervailing measures or offsetting tariffs on subsidized goods. Additionally, 

the Trade-related Investment Measures (TRIMs) Agreement and the General Agreement on 

Trade in Services (GATS) prohibits the imposition of discriminatory requirement on foreign 

investors and extends the most-favored-nation (MFN) and national treatment principles to 

trade in a wide range of services, respectively.  

 

There are still opportunities amidst these commitments such as the TRIMs agreement not 

prohibiting economies to offer concessions to foreign investors and allowing countries to 

impose sector-specific entry conditions on foreign investors, including industry-specific 

limitations, local content requirements for the procurement of services, and offset clauses in 

defense procurements while the GATS allows countries to craft its list of activities that they 

commit to liberalize (UNCTAD, 2016). Further, while export subsidies may not be permitted, 

other means may be explored to adhere to the TIP’s export orientation principles such as the 

horizontal and vertical interventions previously discussed.  

 

In addition, the active involvement of the DTI in crafting reforms on incentives to uphold the 

accountability of enterprises by providing sunset provisions, ensuring performance 

requirements, including built-in reviews and evaluation, and creating an oversight body in the 

grant of incentives, are embodied in CREATE. These reforms aim to ensure greater pay offs 

by increasing the accountability in the grant of incentives. While these reforms will enhance 

the general investment incentive scheme of the country, heterogeneity still warrants industry-

specific support programs to drive their development.  
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Transparency may be supplemented by harmonizing the various websites containing pertinent 

documents on the industrial policy. While the DTI and BOI maintain separate websites 

focusing on their mandates, the DTI's main website provides for a site navigation to the BOI, 

as its attached agency. However, documents on the roadmaps, CARS Program, and MRP are 

duplicated in the BOI and Industry website, which are also linked from the DTI's 

Competitiveness and Innovation Group's (CIG) website. Further, some information on the 

Manufacturing Summit and Inclusive Innovation Conference are spread among the websites. 

Finally, some documents like the DTI policy briefs are only found in the Industry and CIG 

websites while the most updated SIPP is found only in the BOI website and related programs, 

such as the RIICs are found in the CIG website.  Facilitating user access by maintaining a 

unified repository of information and documents may provide greater transparency for the 

industrial policy.  

 

In addition to these, the DTI-BOI may also explore transparency clauses on the roadmaps, 

even when they are private-sector funded conditional to the government interventions that 

they may extend. This facilitates greater information exchange among stakeholders that may 

be able to provide important inputs. In doing so, however, the DTI-BOI must be able to craft 

and offer valuable support to these industries to induce their acceptance of the transparency 

clause.    

 

While the SIPP and the interventions in the roadmaps are consistently reviewed and adjusted, 

the I3S and the development objectives of industries must also be subjected to review and 

assessment to ensure its appropriateness and effectiveness. Given that the goals in these 

documents are for the long-term and the high of costs of assessment (e.g., hiring of third-party 

consultants and experts), which may also espouse a wait-and-see attitude, reviews may not 

necessarily be done annually but at important periods of the plans (e.g., mid-term or 

transitioning to the next phase). This balances the costs of assessment with the costs of 

continuing an inappropriate program or industrial policy.  

 

Continuing to hold stakeholders’ consultations, especially in the regions, is also seen to impart 

inclusivity in the formulation and implementation of the I3S. In addition to the summits that are 

held by public sector champions, more targeted roundtable discussions and brownbag 

sessions may be conducted and initiated through the DTI regional offices. In order to execute 

this, public sector champions must also continuously apprise its internal stakeholders of 

developments in the I3S and its programs. Including a broad range of participants in these 

avenues allow for timely information exchanges and a collaborative approach to industry 

development.  

 

In ensuring the accountability, transparency, and inclusivity of the I3S, the public may better 

grasp the benefits and the risks that are associated with pursuing our development goals 

through the industrial policy. The support of the public will be very important as the country 

endeavors on the discovery and development of industries that will bring about its desired 

welfare gains.   

 

Finally, industrial policy cannot be pursued in isolation. The Philippines must not neglect its 

macroeconomic fundamentals such as achieving low and stable inflation, accelerating 

infrastructure spending, maintaining a strong fiscal position, and improving human capital. 

Additional focus should be placed in fostering a conducive business climate and working 
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towards a positive balance of trade, both of which may also be realized through its industrial 

policy.   

 

VIII. Conclusion 

 

The seamless transition of the AmBisyon Natin 2040 and upgrading of the CNIS to the I3S 

from their conceptualization during the Aquino Administration and adoption by the Duterte 

Administration, is evidence of the long-term goal’s security from any political agenda. This 

affirms the government’s commitment towards industrial development as a vehicle to attain its 

desire for all Filipinos to live in a prosperous, predominantly middle-class society where no 

one is poor, which has become increasingly important amidst the COVID-19 pandemic.  

 

The driving ambition of the Philippine development agenda to triple its income per capita in 

the next two decades and emulate the Asian Miracle experience, requires a ground-breaking 

approach, one offered by the TIP. This industrial policy sets into motion the government’s 

leading role in creating and shaping markets, moving beyond simply addressing market 

failures.  

 

The country’s current industrial policy, the I3S has been determined to align with the TIP’s 

principles of creating new capabilities in sophisticated industries, export orientation, the 

presence of intense domestic and international competition with strict accountability, and 

transparency and inclusivity. Complemented by the country’s strong macroeconomic 

fundamentals, the paper’s recommendations to enhance the I3S advances a viable path to 

achieve its goals under the AmBisyon Natin 2040.  
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ANNEX A 

 

Policy Instruments 

Source: Weiss (2015) 

Note: All instruments are recommended for low-income and middle-income economies while those with * are 

recommended for middle-income economies only 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Policy Domain Instruments 

 Market-based Public goods 

Product market Import tariffs, export subsidies, 

duty drawbacks, tax credits, and 

investment incentives 

Procurement policy, export market 

information, trade fairs, linkage 

programs, investment country 

marketing, one-stop shops, and 

investment promotion agencies 

Labor market Wage tax credits/subsidies and 

training grants 

Training institutes, skills, and 

councils 

Capital market Directed credit, interest rate 

subsidies, and loan guarantees* 

Loan guarantees, development 

bank lending, financial regulation*, 

and venture capital* 

Land market Subsidized rental Economic zones, factory shells, 

infrastructure, legislative change, 

and incubator programs 

Technology R&D subsidies* and grants* Technology transfer support, 

technology extension programs, 

public-private research consortia*, 

and public research institutes* 
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ANNEX B 
 

List of Industry Roadmaps 

Industry Year of Submission to the DTI-BOI 

Automotive 

2012 

Automotive Parts 

Biodiesel 

Cement 

Ceramic Tiles 

Chemicals 

Copper Products 

Furniture 

Mass Housing 

Motorcycle 

Petrochemicals 

Rubber Products 

Tool & Die 

Manufacturing 

2014 

Electric Vehicle 

Electronics 

Iron and Steel 

Information Technology Business Process 

Management (IT-BPM) 

Metal Casting 

Plastics 

Paper 

Natural Health Products 

Creative Industries 

Aerospace 

Retirement 

Shipbuilding 

Integrated Circuit (IC) Design 

Health Care Services 

2015 

Printing 

Book Publishing 

Processed Fruits – Dried Mango 

Processed Shrimp/Prawn 

Seaweed/Carrageenan 

Services 

Chocolate Confectioneries/Tablea 

Condiments/Mixes 

Gifts and Houseware 

2016 

Holiday Decors 

Coco Coir 

Bamboo 

Jewelry 

Creative Industries 

Gold 

Processed Meat 

Source: BOI Annual Report 2016 
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ANNEX C 

 

Revealed Comparative Advantage (RCA) of Priority Industries 

Industry HS Code/ 

BPM Level  

Description RCA 

2015/2016 

RCA 

2017/2018 

Aerospace 

Parts 

88 Aircraft, Spacecraft And Parts 

Thereof 

0.87 1.15 

Agribusiness 01 Live Animals 0.96 1.04 

02 Meat and Edible Meat Offal 

03 Fish and Crustaceans, Molluscs and 

Other Aquatic Invertebrates 

04 Dairy Produce; Birds' Eggs; Natural 

Honey; Edible Products if Animal 

Origin, N.E.C. 

05 Products of Animal Origin, N.E.C. 

06 Live Trees and Other Plants; Bulbs, 

Roots and the Like; Cut Flowers and 

Ornamental Foliage 

07 Edible Vegetables and Certain Roots 

and Tubers 

08 Edible Fruit and Nuts; Peel of Citrus 

Fruit or Melons 

09 Coffee, Tea, Maté and Spices 

10 Cereals 

11 Products of the Milling Industry; Malt; 

Starches; Inulin; Wheat Gluten 

12 Oil Seeds and Oleaginous Fruits; 

Miscellaneous Grains, Seeds and 

Fruit; Industrial or Medicinal Plants; 

Straw and Fodder 

13 Lac; Gums, Resins and Other 

Vegetable Saps and Extracts 

14 Vegetable Plaiting Materials; 

Vegetable Products N.E.C. 

15 Animal or Vegetable Fats and Oils 

and Their Cleavage Products; 

Prepared Edible Fats; Animal or 

Vegetable Waxes 

16 Preparations of Meat, of Fish or of 

Crustaceans, Molluscs or Other 

Aquatic Invertebrates 

17 Sugars and Sugar Confectionery 

18 Cocoa and Cocoa Preparations 

19 Preparations of Cereals, Flour, 

Starch or Milk; Pastrycooks' 

Products 

20 Preparations of Vegetables, Fruit, 

Nuts or Other Parts of Plants 

21 Miscellaneous Edible Preparations 
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Industry HS Code/ 

BPM Level  

Description RCA 

2015/2016 

RCA 

2017/2018 

22 Beverages, Spirits and Vinegar 

23 Residues and Waste from the Food 

Industries; Prepared Animal Fodder 

Automotive and 

Automotive 

Parts 

87 Vehicles; Other than Railway or 

Tramway Rolling Stock, and Parts 

and Accessories Thereof 

0.30 0.21 

Chemicals 28 Inorganic Chemicals; Organic and 

Inorganic Compounds of Precious 

Metals; of Rare Earth Metals, of 

Radio-Active Elements and of 

Isotopes 

0.31 0.23 

29 Organic Chemicals 

38 Chemical Products N.E.C 

Construction 5.1 Construction Services Abroad 0.29 0.26 

Creatives 11 Audiovisual and Relate Services, 

Other Personal, Cultural, and 

Recreational Services 

0.65 0.69 

Electrical and 

Electronics 

85 Electrical Machinery and Equipment 

and Parts Thereof; Sound Recorders 

and Reproducers; Television Image 

and Sound Recorders and 

Reproducers, Parts and Accessories 

of such Articles 

2.90 3.22 

Furniture 94 Furniture; Bedding, Mattresses, 

Mattress Supports, Cushions And 

Similar Stuffed Furnishings; Lamps 

and Lighting Fittings, N.E.C.; 

Illuminated Signs, Illuminated Name-

Plates and the Like; Prefabricated 

Buildings 

0.47 0.49 

Garments 61 Apparel And Clothing Accessories; 

Knitted Or Crocheted 

0.75 0.60 

62 Apparel And Clothing Accessories; 

not Knitted nor Crocheted 

Iron and Steel, 

Tool and Die 

72 Iron and Steel 0.15 0.24 

73 Iron or Steel Articles 

IT-BPM 9 Telecommunications, Computer, and 

Information Services 

1.31 1.73 

Ship Building 89 Ships, Boats and Floating Structures 3.54 3.61 

Tourism 4 Business and Personal Travel 0.92 1.00 

Transport and 

Logistics 

3 Air, Sea, and Other Modes of 

Transport, Postal and Courier 

0.44 0.45 

Source: International Trade Centre’s Trade Map; Author’s calculations 

Note: The Harmonized System Codes are from the World Customs Organization (WCO) while the Balance of 

Payments Manual (BPM) Level is from the International Monetary Fund 
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ANNEX D 

 

Product Space 

Source: Hausmann (2011) 

 


