                                                                                                CONFIDENTIAL

The THIRTEENTH philippines - Taiwan 

Joint Economic Conference

Makati City, 5-6 December 2005

SUMMARY RECORD OF DISCUSSIONS

The Thirteenth Philippines – Taiwan Joint Economic Conference (JEC) was held in Makati City on 5-6 December 2005.  It was jointly presided by the Honorable Peter B. Favila, Secretary of Trade and Industry and Head of the Philippine delegation and Her Excellency Mei-Yueh Ho, Minister of Economic Affairs and Head of the Taiwan delegation.  The Delegation Lists of the Philippines and Taiwan appear as Annexes A and B, respectively.

Opening Remarks 

In his Opening Remarks, Secretary Peter B. Favila noted Minister Mei-Yueh Ho’s second visit to the country this year and congratulated her for successfully leading a big business delegation with very serious interests to do business in the Philippines.  In her first visit, Minister Ho led an Investment Mission comprising of 13 officials from Taiwan’s Ministry of Economic Affairs as well as 40 businessmen from the power, steel, banking and finance, IT services and manufacturing sectors that visited not only Manila but also Subic Bay Freeport and Special Economic Zone.   In her second visit timed with this JEC, the Minister brought along a bigger Taiwanese delegation that is made up of 21 officials and 70 businessmen demonstrating Taiwan’s continuing confidence in the Philippines and manifesting efforts in promoting and bringing closer the economic relations of Taiwan with the Philippines.

Secretary Favila stated that Taiwan has remained a major trading partner of the Philippines.   Bilateral trade between the Philippines and Taiwan increased at an average annual rate of about 3% over the last five years with electronics and semiconductor products accounting for 85% of Philippine exports to Taiwan.  Taiwan had maintained its position as a major source of foreign direct investments, ranking as the 5th top foreign investor in the Philippines for the past five years.  These figures show prospering bilateral economic relations and vast potentials still to be harnessed.  

Secretary Favila underscored two significant achievements of the JEC first of which, is the MOU on Agricultural and Fishery Cooperation that was signed on 30 September 2005 in Taipei.  The second milestone is the realization of a formula for a closer economic partnership between the Philippines and Taiwan through the establishment of an Economic Corridor that will involve the special economic and export processing zones on both sides.   Through this Economic Corridor, Subic and Clark can serve as “offshore economic platforms” for Taiwanese industries, and an attractive alternative to countries in the region, as host to certain cluster industries such as optical media, metal works, automotive and motorcycle assembly and parts, bicycles and footwear.

In her Opening Remarks, Minister Mei-Yueh Ho reported that Taiwan’s economy has expanded by 6.07% in 2004 and that it continues to recover despite a temporary slowdown due to international crude oil prices. Its economic growth is projected to reach 3.80% for the whole of 2005.  From January to October 2005, Taiwan’s external trade expanded by 9.30%, to US$306.6 billion.  

Minister Ho stated that bilateral trade and investment cooperative relations between the Philippines and Taiwan have continued to progress, thanks to concerted efforts of both countries to implement the results of the 2004 meeting.  Substantive progress for instance, has been seen in the signing of the MOU on agricultural and fishery cooperation, the holding of instructor training programs and the 2005 TAISEA Summit.  She also noted that views have already been exchanged on the Economic Corridor between the Subic/Clark Ecozones and the Taiwan Export Processing Zone which she proposed during her visit to the Philippines last May and she hoped to hold further discussions with the Philippine side during the Conference.  She stated that Taiwan will assist its businessmen to invest in Subic and establish well-integrated supply chains.  She pointed out that Taiwan has invested US$235 million in Subic and can help make it a powerhouse to build the Philippines’ capacity for ICT.  She also mentioned that Taiwan can assist the Philippines by dispatching lecturers in mid-December to conduct training of 20 software layout engineers in IC design.   Since the Philippines has abundant natural resources and an English-speaking labor force, she underscored that it provides an attractive investment destination for Taiwan. 

1.   
Trade and Investment Cooperation

1.1  
Relaxation or Lifting of Restrictions on Land Ownership by Foreign Nationals in the Philippines （執行單位：經濟部投資業務處）
The Taiwanese side pointed out that the constitutional limitation on foreign ownership of land in the Philippines has resulted in the inability of Taiwanese companies to obtain financing assistance/loan from banks since the banks are requiring land as collateral for loans.  It also informed that land ownership is in the MFN exemption list of Taiwan’s offers on services in the WTO, thus, Taiwan can allow foreign companies to own land on a reciprocity basis.

The Philippine side stated that although the Philippine Constitution only allows corporations with a maximum foreign equity of 40% to own land, R. A. 7652 allows foreigners to lease private industrial lands for a period of 50 years and renewable for another 25 years.  It also indicated that land ownership is an issue may be taken up in the constitutional amendment process that may happen soon.  

1.2    
Entry into force of Double Taxation Agreement between RP and 

         
Taiwan （執行單位：財政部賦稅署）

The Taiwanese side urged the Philippine side to find ways to complete its procedures for the entry into force of the bilateral Agreement for the Avoidance of Double Taxation and Prevention of Fiscal Evasion in order that both sides can benefit from improved bilateral investment and economic relations.  It mentioned of countries, particularly Australia, that were able to complete their legal procedures for the entry into force of their double taxation agreements with Taiwan.  

The Philippine side assured the Taiwanese side that it will study the Australian model and that it will continue to look into ways of completing the procedures for the entry into force of its double taxation agreement with Taiwan. 

1.3 
Exclusion of Taiwan from the Extension of Philippine Safeguard 

      
Measures Against Importation of Ceramic Floor and Wall Tiles （執行單位：經濟部國際貿易局）

The Taiwanese side sought the exclusion of Taiwan from the three-year extension of the safeguard measures that the Philippines has imposed against ceramic floor and wall tiles beginning January 2005.  It pointed out the substantial decline of Taiwan’s share in the total Philippine imports of this item, at an average of 2.6% over the last three years, which is less than the 3% de minimis level, as a result when the safeguard duty was first imposed.  

The Philippine side informed that its law on safeguard measures which is consistent with the WTO Agreement on Safeguard Measure does not provide for the exclusion of those countries already subject to the safeguard duty and from the extension of the measure for another period.  Its safeguard law, however, provides for review for the modification and/or reduction of the safeguard duty in the forthcoming year of the extension period. The Philippine side agreed to take into consideration the questionnaire submitted by Taiwan for its ongoing review on the modification of the safeguard duty for the 2nd year of the extension period. It also suggested that Taiwan side consider exporting high-end ceramic floor and wall tiles to the Philippines so the product will not be affected by the measure.

1.4  Invitation for the Philippines to participate in exhibitions and trade procurement meetings in Taiwan （執行單位：中華民國對外貿易發展協會）


To further promote business links between Taiwan and the Philippines, TAITRA invited the Philippines to participate in Taipei trade shows.  TAITRA has reserved 10 booths as requested by the Philippine side for Taipei Food Show 2006 and committed to provide 2 extra booths free of charge as well as assistance for the Philippine delegation.  The Philippine side expressed appreciation for TAITRA’s assistance for the Philippine participation at the Taipei Food Show 2005 and the Philippine marine mission to Kaohsiung. 


The Taiwanese side also welcomed procurement missions from the Philippines and offered to assist in holding one-on-one meetings as well as subsidy for related expenses of each group of five or more buyers.  


The Philippine side informed that it will participate in the Taipei International Food Exhibition next year and sought MOEA’s support and assistance to its: (1) marine mission to Kaohsiung in the second quarter of 2006; (2) coco coir mission to Taiwan in 2nd or 3rd quarter of 2006 and (3) Semitech exhibition in May 2006.  MOEA informed that it can provide assistance to those fairs and other trade promotion projects that are organized by TAITRA and can help in seeking discount and special arrangement for the Philippines in those trade fairs that are organized by Taiwanese private organizations. 

1.5  
Briefing on the Creation of Taiwan’s Trade Promotion Fund Under Foreign Trade Act (Code1187)  （執行單位：經濟部國際貿易局）

The Philippine side conveyed its appreciation for the comprehensive briefing of MOEA on the creation of Taiwan’s Trade Promotion Fund under the Foreign Trade Act that it requested in the light of its ongoing process to conceive a similar fund for the Philippines.   

The Meeting noted the annual collection of about US$125 million and the activities in 2004 of Taiwan’s Trade Promotion Fund which include assistance for adjustments to various trade measures and obstacles imposed by foreign governments, development of international brand names, and trade/internet facilitation among others. 

1.6  
Philippine participation in the TAISEA Summit 2005 （執行單位：經濟部國際貿易局） 

Both sides noted the successful hosting by Taiwan of the TAISEA Summit which was held in Taipei on 29 May – 2 June 2005, coinciding with COMPUTEX Taipei which is considered as the world’s second most important fair on IT and the largest one in Asia.  

The Taiwanese side expressed appreciation for the contribution of the Philippines in fostering cooperation of Taiwan with the other ASEAN countries in the area of ICT.  It further informed the Meeting that Taiwan would be hosting TAISEA Summit on 5-6 June 2006 with the theme “Cooperation of Innovative Technology in ICT” and invited again the Philippines to participate in this event.  

The Philippine side conveyed its interest to participate anew in the 2006 TAISEA Summit.

1.7 
Follow up on the Philippine proposal on training programs on integrated circuit design for Filipino engineers （執行單位：經濟部工業局半導體推動辦公室）
The Philippine side reiterated its desire for Taiwan to bring the Philippines into the supply chain of Taiwan’s developed semiconductor industry, particularly the back-end of the IC design segment.  It conveyed its appreciation to the continued attention of MOEA to the assistance it had requested.  

The Taiwanese side informed of its decision to offer a 60-hour training program for the Philippines on IC design layout and simulation and hands-on practice.  This training program will take place on 11-22 December 2005 in the University of the Philippines in Manila.  Moreover, it is a result of the assessment of the human resource needs of the Philippine IC industry that was conducted by Taiwanese business, academic and research sectors and the visit of the Philippine IC industry human resources cultivation delegation in Taiwan in July and November 2005, respectively. 


The Philippine side requested that the target number of trainees be 300 within 3 years, i.e., 100 trainees each year.  The Taiwanese side informed that: (a) both sides should have a conference-call review meeting after the first training program and (b) the target number of trainees should reflect the real industry requirement of both countries.


The Philippine side requested that the Taiwanese side look into the feasibility of making IC design EDA tools accessible and affordable.  The Taiwanese side informed that: (a) the request is difficult to implement because of, in principle, the legal constraints from the world leading EDA vendors and (b) the common EDA tools center of IC design is recommended to be invested by the Philippine government so that the IC design tools can be shared among relevant universities and research institutes.


The Philippine side requested discounted space rental for Semitech Taipei 2006.  The Taiwanese side agreed to talk with Taiwan Computer Association (TCA) and Taiwan Semiconductor Industry Association (TSIA) for a discounted rate and report on results soon.

On the Philippine request on digital content, the Taiwanese side stated that it will conduct a study in order to find out the kind of assistance that it can extend to the Philippines.

1.8   
Early implementation of the ATA Carnet Protocol（執行單位：經濟部國際貿易局、中華民國對外貿易發展協會）
The Taiwanese side urged the Philippine side to find ways to implement the ATA Carnet Protocol between PCCI and TAITRA that was signed on 13 July 2001. 

2.   
Agriculture, labor, tourism, science and technology, and intellectual property cooperation 

2.1 
Reducing verification time needed for IPO application cases（執行單位：經濟部智慧財產局）

The Taiwanese side sought for the speedy conclusion of pending cases involving Taiwanese interests in the Philippine Intellectual Property Office (IPO).  

The Philippine side reported on the status of the various IPR cases involving Taiwanese interests in IPO which include alleged infringement of patent right in producing rice noodles and “VESPA” trademark.  It further informed that IPO is streamlining its verification process and targets to address its backlog of cases by next year.

2.2   
Preferred arrangements for the signing of the MOA on Tourism    Cooperation between MECO and TECO （執行單位：交通部觀光局）
MOEA indicated that it will continue to follow up the MOA on Tourism Cooperation with the Ministry of Transportation and Communications.  

The Philippine Department of Tourism agreed to follow up on the MOA with Taiwan’s Ministry of Transportation and Communications.

2.3  
Cooperation in science and technology （執行單位：經濟部工業局、經濟部國際合作處）

The Philippine side stated that the training on jewelry processing, finishing and production technology was useful and expressed hope that Taiwan will continue the program and will include areas such as gemstone cutting and faceting, stone setting, jewelry finishing techniques and design. 

With regard to the Philippine proposal on “Protocol/Procedures for Inspection for GMP, Hazard Analysis Critical Control Points and ISO 17025 Certification”, the Taiwanese side informed that Taiwan would be willing to send one or two food safety experts to the Philippines to provide guidance and that the program will be funded by MOEA’s International Cooperation Department (ICD) and carried out by the Industrial Development Bureau (IDB).  

2.4    Cooperation in agriculture （執行單位：行政院農業委員會）  

Both sides noted that the MOU on Agricultural and Fishery Cooperation between MECO and TECO was signed on 30 September 2005. Both sides expressed hope that the inaugural meeting of the technical working group on agriculture provided for in the MOU will be successful and will cover topics of mutual interests.  

2.5  
Cooperation in labor（執行單位：行政院勞工委員會）
Both sides noted that the working group on labor cooperation will be meeting at ministerial level in January 2006 in Cebu. 

3.
Establishing an Economic Corridor between Subic + Clark Special Economic Zones and Taiwan Export Processing Zones and Discussion of their Proposed Memorandum of Understanding （執行單位：經濟部加工出口區管理處） 

Both sides recalled the decision reached during the Investment Mission to the Philippines led by Minister Mei-Yueh Ho on 18-20 May 2005 to establish an economic corridor that will integrate the special economic zones of Subic and Clark and the Export Processing Zones of Taiwan, with the objective of strengthening the economic relations between the Philippines and Taiwan.  

The Taiwan side reiterated their request that the Philippines reduce its forty percent (40%) local content requirement to twenty-five percent (25%) for prospective Taiwanese locators in Subic and Clark, and for preferential access of their products to the Philippines domestic market.  

Both sides agreed to review and finalize the draft Memorandum of Understanding (MOU) on the creation of the Economic Corridor and to have the said MOU signed at the closing session of the JEC by Subic Bay Metropolitan Authority and Clark Development Corporation for the Philippine side and the Export Processing Zone Administration for the Taiwanese side.  

The MOU lays out the areas that are relevant to the operation of the Economic Corridor and would have to be further consulted with the concerned agencies and institutions of both sides.  The signed MOU appears as Annex C.

Next Meeting

Both sides agreed to convene the Fourteenth Joint Economic Conference in Kaohsiung at a date in 2006 to be mutually agreed upon by both sides. 

Conclusion

The Taiwanese delegation expressed their appreciation for the hospitality and arrangements that were provided by the Philippine side during their stay in the country.

Done in Makati City on 6 December 2005.

	ANTONIO I. BASILIO

Resident  Office in Taiwan Representative
Manila Economic and Cultural


	HSIN-HSING WU

Resident Representative

Taipei Economic and Cultural

Office in the Philippines
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