
Update on Constitutional 
reforms towards 
economic liberalization 
and Federalism 

 A m e r i c a n  C h a m b e r  o f  
C o m m e r c e  L e g i s l a t i v e  

C o m m i t t e e  
C o r i n t h i a n  P l a z a ,  M a k a t i  

2 7  S e p t e m b e r  2 0 1 7   



              Legislative history of economic reforms: 

 

•Constitutional Correction for Development (CONCORD) of 1999. Sought to liberalize 

only the economic provisions to make our economy more competitive.  

•Consultative Commission (CONCOM) of 2005. Proposed a revision of both the political and 

economic provisions of the Constitution. 

•RBH No.1 in the 16th Congress (Sen. Franklin Drilon and Rep. Feliciano Belmonte). Sought to 

insert the phrase “unless otherwise provided by law” into Constitutional provisions that limit 

foreign ownership in public utilities, land, mass media, advertising, educational institutions, and 

natural resources. 

•Joint Resolution No. 1, proposed by Sen. Richard Gordon.  

Seeks to insert the phrase “unless otherwise subsequently provided by law” in certain 

sections. 

Outright deletion of foreign restrictions on the operation of a public utility, mass 

media, and advertising. 

•RBH No. 2, proposed by Rep. Feliciano Belmonte and Sen. Ralph Recto. Seeks to amend the 

economic provisions by inserting the phrase “unless otherwise provided by law.” 
 

 



             Why amend economic provisions? 
•They are binding constraints to growth that result in lower 

investments, fewer jobs, poor infrastructure, and non-

inclusive development.  

•Protectionist provisions that limit foreign ownership do 

not promote healthy competition in a dynamic global 

economy.  

•The Philippines is one of the few countries left in the 

world where restrictions on foreign ownership are 

embodied in the Constitution.  



Guiding objectives and principles of FEF  

study group:  

•To ensure free competition and, in the process, 

reduce our dependence on a few large companies and 

monopolies in the country 

•To promote market efficiency based on the 

competency of producers and the enhancement of 

consumer welfare  

•To enhance international competitiveness by 

meeting trade agreement obligations and increasing 

foreign direct investments. 



“         Hindi kami nag-iisa!” 
 

•The third item in President Duterte’s original ten-point socio-economic agenda 

involves “Increasing competitiveness and the ease of doing business…as well as 

pursuing the relaxation of the Constitutional restrictions on foreign ownership”. 

•In a wish list submitted to Malacanan, various business groups singled out 

“constitutional amendments to ease foreign equity restrictions” as their top priority 

among 12 reforms that they hoped would be approved in the 17th Congress. 

•These groups had joined together as the Philippine Business Groups-Joint Foreign 

Chambers alliance, comprising the following fifteen members: 
Local – Alyansa Agrikultura, Bankers Association of the Philippines (BAP), Financial 

Executives of the Philippines (FINEX), Foundation for Economic Freedom (FEF), IT and 

Business Process Association of the Philippines (IT-BPAP), Makati Business Club (MBC), 

Management Association of the Philippines (MAP), and Semiconductor and Electronics 

Industries in the Philippines (SEIPI) 

Foreign – the Philippine business chambers of Australia-New Zealand, Canada, Europe, 

Japan, Korea, and the United States, and the Multinational Companies Regional Headquarters. 



FDI Inflows (in current USD Million) in Selected ASEAN Countries, 2000-2010 

      The Philippines lags behind in foreign direct investment 



         Allowed Foreign Equity: ASEAN Economies + Non-ASEAN TPP Partners  

       The Philippines  is one of the most protectionist economies in Asia 



Allowed Foreign Ownership and Average Contribution of Agriculture  to GDP 
in  Selected ASEAN Economies, 2000-2010 

Philippine agriculture is both small and protected 



Country Constitution Laws on land ownership 

Malaysia No land 

ownership 

restriction in  

Constitution 

Non-citizens and foreign companies 

may acquire land only with approval of 

state authority (National Land Code of 

1965) 

Singapore No land 

ownership 

restriction in 

Constitution 

Foreigners may apply for ownership 

and development of commercial and 

residential lands, with or without 

conditions (Residential Property Act) 

Thailand No land 

ownership 

restriction in 

Constitution 

Foreigners may acquire land for capital 

investments and residential purposes 

under certain conditions (Land Act 

Code of 1954) 

Land Ownership Restrictions in Selected ASEAN Countries 

Land ownership may still be restricted, but not 
in the Constitution 



•Sicat and Sicat (2004b)[1]  maintain that Constitutions should be simply written, 

based on general principles rather than specific rules, allowing greater freedom 

of movement of the factors of production in pursuing economic activity.  

•Should something go wrong, governments can always introduce ordinary laws to 

control the framework of economic policy and allow greater economic activity, 

while also redirecting the course of economic progress to change undesirable 

outcomes.   

•“In countries that proceeded from simpler Constitutional premises, factors of production were 

allowed greater movement because they omitted the issue of dealing with their regulation and 

control. The benefits of greater trade, of movements of capital and labor where needed made it 

relatively less painful to attain greater economic progress. In some countries that lacked 

domestic capital, the participation of foreign capital made capital accumulation easier to 

achieve. This permitted the absorption of labor and entrepreneurial skills in various sectors of 

the  economy that helped boost the nation’s productive capacity above its natural limits. 

 

 

“KISS!” 



1. Efficiency gains  

•The Philippines cannot be seen as a truly open economy when its 

fundamental law is protectionist and inward-looking in outlook, as 

well as rigid and inflexible in structure. 

• Industries deemed strategic are better protected by ordinary 

legislation that may be crafted by Congress from time to time 

based on actual realities and appropriate policies at that time. 

•Constitutional reforms signal the international investor 

community that the Philippines is open for business, 

particularly if those reforms are part of a broader policy package 

for a more open and globally competitive economy.  

Main arguments for Constitutional reform: 



2. Taking back a weak state from the oligarchs 

•The Philippines has been described as a “weak state” subject 

to capture by oligarchs and vested interests. 

•Proper economic management is stymied when economic 

oligarchs also control the state. 

• Any Constitution is written by the victors in history. When we 

speak of “preferential treatment for Filipinos”, we should also 

ask: Which Filipinos are we talking about? 

•The “nationalist argument” is belied by our successful Asian 

neighbors who have open, robust and growing economies despite 

their strong nationalistic traditions and sentiments.  

  

Main arguments for Constitutional reform: 



3. Reducing corruption 
•Constitutional restrictions result in “adverse selection”, when the principal 

(host country) ends up more likely to select a “bad” agent (foreign investors) under 

asymmetric information.  

•Restrictive rules either screen out “good” investors or else make the costs of 

complying with (or circumventing) those restrictions prohibitive for most investors, 

including the “good” ones. 

•Meanwhile, the “bad” investors who break the rules anyway are likelier to be the 

ones left standing. This increases the risk of selecting a “bad” investor. 

•In the end, opportunities for corruption increase. “Bad” investors either try to 

get exemptions from a weak Philippine state, or else they work around existing 

regulations with the cooperation of conscripted state instrumentalities.  

•In lieu of Constitutionally-based restrictions, the state must instead exercise 

effective oversight and regulatory powers.  

 

Main arguments for Constitutional reform: 



      Claim: Nationality restrictions are not a real issue for foreign investors, as 

there are ways of working around them. On land ownership, foreign firms can 

lease land for up to 75 years, and foreigners can own condominium units provided 

they do not own more than 40 percent of the condominium. Restrictions on foreign 

control are not a constraint either, because foreign investors can still maintain 

control or beneficial ownership of corporations by liberal interpretation, by 

redefinition through legislation, or by the use of creative financial and other 

instruments.  

Response:  

•In cases where the law is interpreted liberally in favor of foreigners, such 

interpretations can arbitrarily change, providing incentives for investors to cozy up 

to authorities in the hopes of gaining favorable rulings. Ditto for legislative 

redefinition, which is a political and thereby slow and tedious process, and even 

afterwards can still be questioned before the courts.  

•In sum, these restrictions add to the complexity and uncertainty of the rules 

of the game, while also presenting opportunities for corruption as firms try to 

curry favors from the state to work around the constraints.  

 

 



          Claim: President Duterte is not in favor of relaxing foreign 

restrictions with regards to land ownership. Why does the study 

group support foreign ownership of land ?  

Response:  

•Many academic studies show a positive relationship between 

opening agricultural land to foreign ownership, and improving 

agricultural productivity. 

•Nonetheless, we do not propose giving our lands away to 

foreigners. We’re only saying that restrictions on land ownership 

should not be embodied in the Constitution.  

•Such restrictions are more suited to ordinary legislation, since 

this gives Congress the flexibility in future to mandate safety nets or 

impose needed restrictions.  



       Claim: If you open up the economy to foreigners, are you not 

afraid that it may lead to the proliferation of destructive mining in 

the country? 

Response: The study group recognizes the importance of 

protecting the environment. We believe that good, reputable 

mining companies from abroad, with the necessary capital, 

expertise, and good corporate governance, can contribute much to 

the growth of responsible mining practices in our country. This is 

why we are suggesting that Art. XII, Section 2 of the Charter be 

amended as follows: 

“The exploration, development, and utilization of natural resources toward 

sustainable development, including conservation, protection and 

enhancement of the environment, shall be under the full control and 

supervision of the State.”  



•Affirmatively commit the country to the essential principles and 

objectives of economic growth, higher productivity, equity of 

opportunities, and appropriately-regulated open competition.  

•Delete references to preferential treatment of Filipino citizens in 

areas of concern like land ownership, the use of natural resources, 

operation of a public utility, educational institutions, mass media and 

advertising, and the practice of professions and occupations. The 

objective is to maintain global competitiveness but with due regard 

for reciprocity. Restrictions may later be restored, if deemed 

necessary at that time, by Congress through ordinary legislation 

.  

Summary of proposed Constitutional reforms: 
 



•Replace very specific details with general policy statements in 

areas of concern like natural resource usage, rural development, 

agrarian reform, labor, and urban development and housing. These 

details may be set forth instead by specific legislation and/or by 

requirements to notify and/or seek approval of Congress. The 

objective is to maintain flexibility and freedom for Congress to 

write appropriate legislation in the future.  

•Delete redundant references, such as the creation of BSP and 

NEDA, which already exist, or the statutory protection of 

cooperatives and indigenous people’s rights, now that these laws 

have already been passed. 

Summary of proposed Constitutional reforms 
 



•Seek simplicity and clarity of construction. The 

language of the reforms proposed by the study group 

will reduce the related verbiage in the Constitution 

from about 3,000 words to just over 1,100 words. The 

less is said about an issue in the Charter, the more 

freedom the legislative and judicial branches will have 

in the future to appropriately respond to it.  

Summary of proposed Constitutional reforms 
 



Division of powers under 
“the Federal idea” 

• Federal Power - concerns the entire nation 

• Regional Power - basic services to the people 

• Shared Power - basic services that are best 
provided under a national standard 

• All residual powers are retained by the Federal 
Government but may be delegated to the 
regional governments 

 



POWERS OF THE FEDERAL 
GOVERNMENT 

• Defense                                

• National Security 

• Foreign Policy 

• Currency, Banking, 
and Monetary Policy 

• Customs and national 
taxation 

• International Trade 

 



POWERS OF THE REGIONAL 
GOVERNMENT 

• Responsible for the 
development of the region and 
for providing basic services to 
its constituents such as: 

– Regional Planning, Land Use 
and Development 

– General Supervision of Local 
Governments 

– Housing 

– Water Supply, Sanitation and 
Sewage 

– Waste Management 

 Fire Protection 

 Road Traffic 
Management 

 Irrigation 

 Hospitals, Clinics and 
Day Care Centers 

 Education Infrastructure  

 And many more  



CONCURRENT OR SHARED POWERS 

• Law and Order, and 
Police 

• Administration of Justice 

• Education (Basic, Higher 
and Technical) 

• Energy 

• Sustainable Use and 
Management of Natural 
Resources 

 Labor Relations, Benefits 
and Standards 

 Social Security 

 Health Policy and Standards 

 Price Control and Product 
Standards 

 Social Welfare and 
Development 

 And many more 



Principles of regional autonomy 
• AUTONOMY: The State shall allow the people of the regions to determine 

what is best for their welfare and development.  

• SUBSIDIARITY: Government services are rendered more efficiently by the 
government instrumentality nearest to the people being served.  

• SOLIDARITY: The Regions shall act with cooperation and interdependence 
with the Federal Government and other Regions for the unity, good and 
welfare of the entire Federal Republic.  

• DECENTRALIZATION AND DEVOLUTION: The State shall grant and 
transfer powers, autonomy and functions to the Regions in accordance with 
the Region’s competence, capacity, and resources.  

• DEMOCRATIC: The structure and system of Regional Autonomy shall be 
based on democracy in a Federal and Republican State.  

• ACCOUNTABILITY: Regions shall be governed in accordance with  the 
Constitution and the law and be held accountable for the efficient and 
honest governance of the Provinces, Cities, Municipalities, and Barangays 
within its territory and boundaries.  



The regional 
governments 

• Creation of more 
politically and 
economically effective 
administrative 
structure based on (no 
more than) 11-13 
regions with their own 
Regional Governments 

 



Steps towards regional 
autonomy:  

Regional and Local 

Government Code 

 

Regional 

Commissions 

 

Organic Act 



1. REGIONAL 
AND LOCAL 

GOVERNMENT 
CODE 

• Enacted by the Parliament within a period of 

eighteen (18) months from the ratification of the 

Constitution 

• The Regional and Local Government Code: 

• Define the powers, functions and responsibilities of 

the Regional Government  

• Define Accountabilities of the Regional 

Governments in relation to the Federal Government 

• Defines how Regional Governments will be funded  

• Provides for the Organizational Structure and 

Operations of the Regional Commission 

• Provides the Transitory Mechanisms to an elected 

Regional Government under the Organic Act 

• Provides for an Equalization Fund and the 

Creation of a National Finance Commission 

• Adheres to the Principles of Externalities. 

Cooperative and Evolutionary Federalism, Fiscal 

Equivalence and Good Governance 

http://diysolarpanelsv.com/congress-clipart.html


2. REGIONAL 
COMMISSION 

• Organized upon creation of a Region and Enactment of a 

Regional and Local Government Code 

• Composed of the Incumbent Governors of Provinces and 

Mayors of Highly Urbanized Cities and Independent 

Component Cities within the Region. Chairmanship shall be 

by rotation among its members (one-year term) 

• Until the enactment of an Organic Act for each Region, the 

Regional Commission shall: 

• be the Regional Government, acting as a Collegiate 

Body with Executive and Legislative Powers; 

• elect a Regional Chief Administrator who shall be a 

Professional Manager to exercise the executive functions 

of the Commission and act as Chief Executive Official; 

• be vested with the power of appointment of Regional 

Cabinet Members and other government positions ; 

• create and organize the government offices and 

bureaucracy necessary for effective and efficient 

functioning of the Regional Government; 

• exercise the Legislative Powers granted by the 

Constitution to Regional Governments 

http://www.marijuananews.org/blog?page=2


3. ORGANIC 
ACT 

• May be submitted by the Commission to the Parliament: 

• Ten years (minimum) after the organization of the Regional 

Commission; AND 

• Upon two-thirds (2/3) vote by  the Commission and the 

Regional Consultative Assembly, voting separately ; OR 

• By Regional People’s Initiative as determined by law within the 

Region 

• Organic Acts: 

• Shall be more responsive to the specific needs and aspirations 

of the people within the Region; 

• Shall define the basic structure of government for the Region 

consisting of Elective and Representative Executive and 

Legislative Departments  

• Shall provide for the transfer of Powers and Functions of the 

Regional Commission to the Regional Government 

• May increase the exclusive powers and functions of the 

Regional Government as provided in the Constitution and the 

law 

• May provide for Special Courts consistent with the provision of 

the Constitution and Federal Laws 

• The Organic Act or any amendment/revision thereof shall only become 

effective when approved by a majority of votes cast in a plebiscite 
in the Region.  

https://depositphotos.com/14034469/stock-illustration-crossing-finish-line.html


(2) What is semi-presidential 
government?  

• A hybrid model system that fuses 
Executive and Legislative powers of gov’t 

• We adopt the advantages of parliamentary 
system while respecting preference for a 
strong President at the helm 

• Under this system, we will have both a 
President and a Prime Minister 

 



Dual executive 
PRESIDENT PRIME MINISTER 

Designation Head of State Head of Government 

Election 

Nationally Elected 

(should be nominated by 

members of the Federal 

Assembly from registered 

Political Parties or a Coalition 

of Parties with 20% members 

seated in the Federal 

Assembly) 

From the Federal 

Assembly  

(PM is nominated and, with 

the consent of the Federal 

Assembly, appointed by the 

President) 

Term of Office 
5 year term;  

maximum of 2 terms 

May be removed at any 

time on a vote of no 

confidence by the Federal 

Assembly 



PRESIDENT 
• Head of State, directly elected by the people.  

• The Symbol of the Nation and the Decisive leader 
in times of crisis 

• Primary Responsibility: National Defense and 
Foreign Affairs. Our commander-in-chief and chief 
diplomat.  

• Can veto acts of Parliament, including line item 
veto of budget, revenue and tariff bills 

• Appoints members of the Judiciary 

• Nominates and, with the consent of the Federal 
Assembly, appoints the Prime Minister 

• Can dissolve Federal Assembly depending on 
certain conditions, and call for new elections 

 

https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&ved=0ahUKEwjJvLjq-ufVAhUIwLwKHUeFAkUQjRwIBw&url=http://www.watawat.net/presidential_flags_and_symbols_-_1.html&psig=AFQjCNGK7OVdbOs-QMM86sm_JeTJoE9Vog&ust=1503392190001598


PRIME MINISTER 
• Head of government. Responsible for the 

program of Government and determines 

the guidelines of national policy 

• Sets domestic and economic agenda 

• Runs day-to-day affairs of government 

• Appoints members of his Cabinet and 

other officials except those appointed by 

the President 

• Prepares budget and submits to Federal 

Assembly 

http://www.okclipart.com/Businessman-Clip-Art30zeqvmldu/


PARLIAMENT 

SENATE FEDERAL ASSEMBLY 

Composition 3 senators per Region 

400 Members 

(60% elected by Plurality Votes 

in Legislative Electoral Districts;  

40% by Proportional 

Representation in Political 

Parties) 

Term of Office 

5 year term,  

maximum of two 

consecutive terms 

5 year term,  

maximum of two consecutive 

terms 



 PARLIAMENT 
SENATE FEDERAL 

ASSEMBLY 

Powe

rs 

and 

Resp

onsib

ilities 

 

• Primarily Represent the Regions in the 

Federal Government and in the Parliament. 

• Exercises consent legislation only on all bills 

and resolutions passed by Federal 

Assembly (no need for 3-readings in the 

Senate) 

• May not initiate legislation 

• Confirms appointments made by the 

President and Prime Minister except when 

nominee is a member of Parliament 

• Act as Impeachment court 

• Approves treaties and international 

agreements 

• Vested with primary 

legislative power 

• Budget appropriation: 

revenue, tariff bills, 

and bills authorizing 

public debts, with the 

concurrence of the 

Senate 

 



“PROPORTIONAL REPRESENTATION” in 
the Federal Assembly 

• In the Federal Assembly elections, a voter votes twice: (i) for his 
district assemblyman and (ii) for a political party. 

• (i) In a 400-seat Federal Assembly, at least 60% shall come from 
single-seat congressional districts (currently numbering about 
230) as per current practice. 

• (ii) The balance of 40%, or 160 seats,  shall comprise nominees of 
political parties based on proportional representation. Example: 
Pasig River Party runs only in the NCR Administrative Region, 
which accounts for 30% of all voters nationwide, and wins 10% of 
the NCR vote. Pasig River Party would be entitled to 160 x 30% x 
10% = 4.8 party seats in the Federal Assembly. 

• This is a major reform intended to strengthen political parties as 
the only long-term answer to political dynasties.  



 4) HEALTHY 

COMPETITION:   
 Regions will have to 

compete with each other 
to attract domestic and 
foreign trade, investment 
and credit. Over time, 
good performers and 
policies will prevail over 
bad ones.  

AdvAdvantages of “the federal idea”  



National development, 

Region by Region 

38 

• One international airport per Region? 

• More seaports on long PH coastline 

• Improvement in access infrastructure, eg “last 

mile connectivity” from tourist access point to 

tourist destination 

Infrastructure buildout 

• New Regional hubs will drive the creation of 

interstate value chains, whether in agricultural 

processing, manufacturing, or services sector 

• Growth of suburbs 

Business expansion 

and demographic 

shifts 

• Will a new constitution allow Regions to permit 

majority land ownership by foreigners?  

• FDI policies could then become a competitive 

tool of Regions 

Lift foreign investment 

restrictions 
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• No more one-size-fits-all national land use code 

that is hostile to real estate and commercial 

development 

• Land use policies become still another 

competitive tool of Regions 

Land use policies 

and administration 

• Strong and autonomous Regions can provide 

credit support to mortgage instruments during 

rollout of primary and secondary markets 

• The Bangsa Moro Region can serve as conduit 

for other Region into the multibillion-dollar 

regional Islamic finance market 

Mortgage finance 

market 

• More creative policy responses will come from 

Region- and lower-level housing development 

agencies, eg exemption for low-income housing 

bonds from Regional and local taxes 

Low-cost housing 

backlog 

National development, 

Region by Region 



(3) Other amendments 

Political Parties shall: 

• serve as a mechanism of communication and 

cooperation between the citizens and the State 

• facilitates political organization and representation, 

continuously forming, formulating and ultimately 

developing informed public opinion 

• develop a system of administration that is aimed at 

developing the party’s professional bureaucracy 

and membership 

• observe fair, honest and democratic processes in 

nominating and selecting their candidates for 

public office 

• ensure the integrity, loyalty and discipline of their 

members 

• register to the Federal COMELEC 

Reforms proposed:  

• Party switching shall be BANNED 

• Elected Officials cannot change their party 

affiliation during their term of office 

• Candidates cannot change their political 

party within one year preceding or 

following an election  

• Any elected officials who violates this shall 

lose his seat, and shall be disbarred from 

being appointed to a public office and 

prohibited from running in the next 

election 

 

• SUBSIDY will be provided by Parliament to 

Political Parties based on their electoral 

performance in the previous election, subject to 

audit by the Federal Commission on Audit.  
 

 



Judiciary reforms 
(work in progress) 

– Provision for 
Appellate Courts in 
the Regions 

– Abolition of the 
Judicial and Bar 
Council 

– Expand discretion of 
Supreme Court over 
which cases to hear  

https://www.acslaw.org/acsblog/professional-diversity-also-needed-in-the-federal-judiciary


Financing issues: RG access to credit and 
bond markets 

Not mentioned in the international literature 
on federal governments  

 Access of Regional governments to credit/ bond 
markets is an important source of financing for 
infrastructure and other lumpy investments  

 But experience of  Latin American countries 
documents fiscal risks associated with poor RG 
debt policy and management 
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Dr. Rosario Manasan, PIDS, Concept Note on Federalism 



Total reform package  

• A whole package of reforms is needed to support the 
success of Semi-Presidential Federalism: 
– Make the anti-dynasty provision in the Constitution self-executing 

– Support the development of strong and cohesive political parties by 
penalizing political butterflies (anti-turncoatism law) 

– Provide budget support to political parties just like in mature 
democracies (make them auditable by COA) 

– Institute a system of proportional representation 

– Lift the cap on the number of seats a political party can hold 

– Raise the qualification requirements for Presidential candidates 

– Strengthen the powers of the COMELEC, CSC, COA, Ombudsman and 
Sandiganbayan and ensure their strong presence in every region 

 



But we will still be one country 
united under federalism! 

• one Constitution                         

• one Flag 

• one National Anthem 

• one Foreign Policy 

• one Armed Forces 

• one Central Bank and  

 Monetary System 

The secession of any group of people or any Region 
will not be allowed and will be treated as treason. 

 



Thank 
you! 

Gary B. Olivar 
Director, Center for Strategy, Enterprise and Intelligence (CenSEI) 
Fellow, Foundation for Economic Freedom (FEF) 
Convenor. President Duterte Constitutional Reformers Towards Federalism 
(PDu30 CoRe) 
Member, PDP-Laban Study Group on Constitutional Reform  

 

 

 


