BACGONG PILIPINAS

DEPARTMENT OF ENVIRONMENT AND NATURAL RESOURCES
f KAGAWARAN NG KAPALIGIRAN AT LIKAS NA YAMAN
L]

MEMORANDUM

FOR : Assistant Secretary for Biodiversity and
BMB Director, in concurrent capacity

OIC Assistant Secretary for Environment and
EMB Director, in concurrent capacity

OIC Assistant Secretary for Field Operations-Mindanao and
FMB Director, in concurrent capacity

THE DIRECTOR

Climate Change Service

Ecosystems Research and Development Bureau
Land Management Bureau

Mines and Geosciences Bureau

FROM : THE OIC DIRECTOR
Policy and Planning Service

SUBJECT : REQUEST FOR COMMENTS AND INPUTS ON THE
DRAFT DISCUSSION PAPER REGARDING CLIMATE
CHANGE AND TRADE IN THE PHILIPPINES

PATE 30 AUG 2024

This pertains to the letter dated 19 August 2024 from the Department of Trade
and Industry forwarding the draft discussion paper titled “Climate Change and Trade
in the Philippines”. The paper was shared with government stakeholders through its
Interagency Mechanism and is part of the deliverables for the Climate
Competitiveness Project that is funded by the European Union and implemented in
partnership -between the DTl and International Trade Centre. The project seeks to
enhance the involvement of developing countries in the World Trade Organization on
green issues and explore the nexus between trade and climate change.

~ The discussion paper aims to explore the nexus between trade and climate
change in the Philippine context with a particular focus on the following: (a) identifying
challenges presented by trade-related climate measures to Philippine exporters’
market access, (b) exploring the country’s potential in expanding market for green
trade, and (c) mobilizing trade to increase resilience against climate change.

In this regard, we would like to request for your review and further comments
on the draft discussion paper, specifically on the areas under your purview. We would
appreciate receiving your official feedback through psddivision@gmail.com and
policy@denr.gov.ph on or before 04 September 2024 to give us ample time for the
preparation of our. response to the Department of Trade and Industry.

MEMO NO. 2024 - 785 -

Visayas Avenue, Diliman, Quezon City 1100, Philippines
www.denr.gov.ph


http://www.dcnr.gov.ph
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For your information and consideration, please.

CHSERY LOISE T. LEAL
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PHILIPPINES BAGONG PILIPINAS

19 August 2024
(Please see Distribution List)

Dear Sir/Madame:

At the outset, we would like to express our sincere appreciation to the relevant agencies
which participated in the Trade and Climate Policy Dialogue organized by the international
Trade Centre (ITC) and the. Department of Trade and Industry (DTI) on 30 July 2024.

The Dialogue provided a platform to engage with public and private sector stakeholders,
gather valuable insights, and guide the -Climate Competitiveness Project.. The feedback
and. insights received were useful in guiding our efforts:to align the Project with the needs
and priorities of all stakeholders.

As part of the deliverables for the Project, the ITC prepared the draft discussion paper (see
enclosed) titled, “Climate Change and Trade in the Philippines”. The paper aims to explore
the nexus between trade and climate change in the Philippine context with a particular
focus on the following: (i) identifying challenges présented by trade-related climate
measures to: Philippine exporters’ market access, (i) eéxploring the country's potential in
expanding market for.green trade, and (iii) mobilizing trade to increase resilience against
climate change. The ITC also incorporated the feedback from stakehoiders during the
Dialogue and the bilateral meetings held in Manila.

In this regard, may we request your office to review the paper:and provide insights and

comments, specifically on the areas under your purview. We would appreciate receiving
your valuable. inputs by 09 September 2024 through email at

JanRedmondDelaVega@dti.qov.ph, Raissalaminial@dti.qgov.ph, and
KareenHopeEltagon@dti.gov.ph. Ce

Thank you fdr your continued support and cooperation.

Very truly yours,

Y VWS
Ng;ie Sherylyn D. Aquia

Director

Copy : Undersecretary Allan B. Gepty, DTI-ITG

DTS No: IN00350302
khe/nsa

BUREAU OF INTERNATIONAL TRADE:RELATIONS

® (+632) 84653300 @ (+632)8890.5149
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' 1 U
E_,_.DENR Undersecretary for Policy, Planning and International Affairs <ouppia@denr.gov.ph>
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[For inputs — Deadline by 09 September] Climate Competitiveness Project Discussion Paper
“Climate Change and Trade in the Philippines” (IN00350302)

Kareen Hope A. Eltagon <KareenHopeEltagon@dti.gov.ph> Mon, Aug 19, 2024 at 2:07 PM
To: "tbmarcelo@bsp.gov.ph" <tbmarcelo@bsp.gov.ph>, "“MacasaquitMR@bsp .gov.ph” <macasaquitmr@bsp.gov.ph>,
"wsamaniego@bsp.gov.ph” <wsamaniego@bsp.gov.ph>, "BSP - Maria Donnabelle M. Cadag" <cadagmm@bsp.gov.ph>, "Angelito L.
Banares" <BanaresAL@bsp.gov.ph>, "BSP - Christian Joseph G. Zosa" <CGZosa@bsp.gov.ph>, "ongjd@bsp.gov.ph”
<ongjd@bsp.gov.ph>, "Renzcy Dianna M. Cervantes” <CervantesRM@bsp.gov.ph>, "Eliza P. Lim" <LimEP@bsp.gov.ph>,
"oded@climate.gov.ph” <oded@climate.gov.ph>, “cuencara@climate.gov.ph” <cuencara@climate.gov.ph>, "prdd@climate.gov.ph”
<prdd@climate.gov.ph>, itaganj@climate.gov.ph” <ilaganj@climate.gov.ph>, Jerome llagan <ilaganjerome.ccc@gmail.com>, April
Deunnice Simpao <simpaocad@climate.gov.ph>, "betverag@climate.gov.ph” <belverag@climate.gov.ph>, "usec.ppr@da.gov.ph”
<usec.ppr@da.gov.ph>, "asis.perez@da.gov.ph" <asis.perez@da.gov.ph>, "prs@da.gov.ph" <prs@da.gov.ph>,
*director.da.policy@gmail.com” <director.da.policy@gmail.com>, DA - Tisha dela Rosa <tisha.delarosa@da.gov.ph>, April Therese De
Guzman <april.deguzman@da.gov.ph>, Josh Sumague <joshua.sumague@mail.da.gov.ph>, Sherlene de Torres
<sherene.detorres@da.gov.ph>, DA MEPD <mepd@da.gov.ph>, "demosthenesescoto@gmail.com” <demosthenesescoto@gmail.com>,
"do@bfar.da.gov.ph" <do@bfar.da.gov.ph>, BFAR ADOTECH <adotech@bfar.da.gov.ph>, "sidvelayo@gmail.com”
<sidvelayo@gmail.com>, "sidvelayo@yahoo.com" <sidvelayo@yahoo.com>, "adrrie@bfar.da.gov.ph” <adrrie@bfar.da.gov.ph>,
"joerenyleana@yahoo.com" <joerenyleana@yahoo.com>, Capture Fisheries Division <cfd@bfar.da.gov.ph>, DA - Sonia Luisa Sanchez
<sonia.bfar@gmait.com>, "DA-BFAR_Atty. Mooch Alegre™ <mooch.alegre@gmail.com>, Felix William Fuentebella
<repwimpy@gmail.com>, "Felix William B. Fuentebella" <repwimpy.fuentebella@doe.gov.ph>, "Michael O. Sinocruz"
<msinocruz@doe.gov.ph>, "wquinto@doe.gov.ph” <wquinto@doe.gov.ph>, "Christopher Edmundo V. Manalo™ <cevmanalo@doe.gov.ph>,
"tophetski@yahoo.com” <tophetski@yahoo.com>, "Hershey T. Dela Cruz" <hdelacruz@doe.gov.ph>, "Michael G. Floria”
<mfloria@doe.gov.ph>, "Angelou B. Austria” <aaustria@doe.gov.ph>, "Mary Lorenz P. Barotac” <mbarotac@doe.gov.ph>, EPPB
International Cooperation <eccd.intl@doe.gov.ph>, EPPB Environmental Cooperation <eccd.envi@doe.gov.ph>, Environmental
Cooperation ECCD <envi.eppb@gmail.com>, “envi.eccd@gmail.com” <envi.eccd@gmail.com>, "jbalbosa@dof.gov.ph"
<jbalbosa@dof.gov.ph>, "dminimo@dof.gov.ph” <dminimo@dof.gov.ph>, DOF - IFG-IFPO <ifg_ifpo@dof.gov.ph>, Carlyn Diaz
<cdiaz@dof.gov.ph>, Ferdinand Ortilla <fortilla@dof.gov.ph>, "afang@dof.gov.ph" <afang@dof.gov.ph>, Al Gerica Rillon
<arillon@dof.gov.ph>, "cvillegas@dof.gov.ph" <cvillegas@dof.gov.ph>, Catherine May Batino <cbatino@dof.gov.ph>, BOI_attached
<MCHDichosa@boi.gov.ph>, Sandra Marie Recolizado <smsrecolizado@boi.gov.ph>, "Maribel D. De Leon" <mddeleon@boi.gov.ph>,
Patricia Dominique Tablizo <pddtablizo@boi.gov.ph>, BOI-IRD <boi-ird@boi.gov.ph>, “ipps-ird@boi.gov.ph” <ipps-ird@boi.gov.ph>,
“ouppia@denr.gov.ph” <ouppia@denr.gov.ph>, "cleal@denr.gov.ph” <cleat@denr.gov.ph>, "odpps@yahoo.com” <odpps@yahoo.com>,
*ppd@denr.gov.ph” <ppd@denr.gov.ph>, "mojicallarina@gmail.com” <mojicallarina@gmail.com>, Llarina Mojica
<llarinamojica@gmail.com>, "DENR - Venerando U. Garcia" <policy@denr.gov.ph>, "psddivision@gmail.com” <psddivision@gmail.com>,
"nhmeusebio@denr.gov.ph" <nhmeusebio@denr.gov.ph>, "zausuello@denr.gov.ph" <zausuello@denr.gov.ph>, Office OUIER
<oumaier@dfa.gov.ph>, "paulvincent.uy@dfa.gov.ph” <paulvincent.uy@dfa.gov.ph>, “louella.duarte@dfa.gov.ph”
<louella.duarte@dfa.gov.ph>, "anthony.aguirre@dfa.gov.ph” <anthony.aguirre@dfa.gov.ph>, “vonryan ferrera@dfa.gov.ph”
<vonryan.ferrera@dfa.gov.ph>, "eru.oier@dfa.gov.ph” <eru.oier@dfa.gov.ph>, IEPN OUIER <iepn.cier@dfa.gov.ph>,
"ousec.rd@dost.gov.ph” <ousec.rd@dost.gov.ph>, “itcu-mail@dost.gov.ph" <itcu-mail@dost.gov.ph>, DOST ITDI Od
<od@itdi.dost.gov.ph>, DOST ITDI itdi-records <itdi-records@itdi.dost.gov.ph>, "jep@asti.dost.gov.ph" <jep@asti.dost.gov.ph>, "Alexis
Nifio H. Almasan” <alexis@asti.dost.gov.ph>, "joan@asti.dost.gov.ph” <joan@asti.dost.gov.ph>, "vanesa@asti.dost.gov.ph”
<vanesa@asti.dost.gov.ph>, PNRI International Cooperation Section <ics@pnri.dost.gov.ph>, Ana Elena Conjares
<aelconjares@pnri.dost.gov.ph>, "kismabagos@dost.gov.ph" <klsmabagos@dost.gov.ph>, "tr.batan@dotr.gov.ph"
<tr.batan@dotr.gov.ph>, "ouppd@dotr.gov.ph" <ouppd@dotr.gov.ph>, “icd@dotr.gov.ph" <icd@dotr.gov.ph>, "DOTr - Jasmin Marie C.
Uson™ <Jasmin.uson@dotr.gov.ph>, “Dir. Neil Catajay" <NeilCatajay@dti.gov.ph>, Bureau of Philippine Standards <BPS@dti.gov.ph>,
"Mario U. Gaudiano" <MaricGaudiano@dti.gov.ph>, Catherine Antonio <CatherineAntonio@adti.gov.ph>, "NEDA - Usec. Rosemarie
Edillon” <rgedillon@neda.gov.ph>, "baganapin@neda.gov.ph” <baganapin@neda.gov.ph>, "rdballester@neda.gov.ph”
<rdballester@neda.gov.ph>, &TSIS-0d <&TSIS-od@neda.gov.ph>, &TSIS-sd <&TSIS-sd@neda.gov.ph>, "mnurgel@neda.gov.ph”
<mnurgel@neda.gov.ph>, "frome@neda.gov.ph” <rfrome@neda.gov.ph>, ntnatural <NTNatural@neda.gov.ph>, "Rory Jay S.C.
Dacumos” <rsdacumos@neda.gov.ph>, "&ANRES-ed@neda.gov.ph" <@ANRES-ed@neda.gov.ph>, &ANRES-rissd <&ANRES-
rissd@neda.gov.ph>, "Jane Desiree F. Andal-Cabrera” <jacabrera@neda.gov.ph>, "Marilou P. Mendoza"
<mpmendoza@mail.tariffcommission.gov.ph>, “TC - Dr. Marissa Maricosa Paderon” <mapaderon@mail.tariffcommission.gov.ph>, “Jamie
P. Mendoza” <jpmendoza@mail.tariffcommission.gov.ph>, Tariff Commission <TC Assist@mail.tariffcommission.gov.ph>, TC Records
<Records@tariffcommission.gov.ph>, "ccs@denr.gov.ph” <ccs@denr.gov.ph>, “edrbasug@denr.gov.ph” <edrbasug@denr.gov.ph>,
"aamagalang@denr.gov.ph" <aamagalang@denr.gov.ph>, "emb@denr.gov.ph” <emb@denr.gov.ph>, "eia@emb.gov.ph"
<eia@emb.gov.ph>, recordsco <recordsco@emb.gov.ph>, "od@emb.gov.ph" <od@emb.gov.ph>, “jacaancan@denr.gov.ph”
<jacaancan@denr.gov.ph>, "esperanza_sajul@emb.gov.ph" <esperanza_sajul@emb.gov.ph>, "bmb@bmb.gov.ph” <bmb@bmb.gov.ph>,
"director@bmb.gov.ph” <director@bmb.gov.ph>, "records@bmb.gov.ph” <records@bmb.gov.ph>, “adirector@bmb.gov.ph”
<adirector@bmb.gov.ph>, "fmb@denr.gov.ph” <fmb@denr.gov.ph>, OD Records Unit <records@fmb.denr.gov.ph>, "FPPKMD Forest
Policy, Pianning and Knowledge Management Division" <fppkmd@fmb.denr.gov.ph>, FPPKMD-FES Forest Economics Section
<fppkmd.fes@fmb.denr.gov.ph>, Kenneth Tabliga <ktabliga@fmb.denr.gov.ph>, Alejandrine Jr Sibucao <asibucao@fmb.denr.gov.ph>,
“Dir. Bianca Pearl Sykimte" <BiancaPeariSykimte@dti.gov.ph>, EMB EXPORTS <exports@dti.gov.ph>, "Dir. Emma Asusano”
<EmmaAsusano@dti.gov.ph>, Bureau of Small and Medium Enterprise Development <bsmed@dti.gov.ph>

Cc: "Atty. Allan B. Gepty" <AllanGepty@dti.gov.ph>, "Marie Sherylyn D. Aquia” <SherylynAquia@dti.gov.ph>, "Ma. Regina C. Serafico”
<MaReginaSerafico@dti.gov.ph>, "Jan Redmond L. Dela Vega" <JanRedmondDelaVega@dti.gov.ph>, Norma Serra Arpafo
<NormaArpafo@dti.gov.ph>, "Raissa Z. Faminial” <RaissaFaminial@dti.gov.ph>, MRD BITR <mrdbitr@dti.gov.ph>, BITR WTO Desk
<bitrwtodesk@dti.gov.ph>, DTS-BITR <dts-bitr@dti.gov.ph>, "Paulo V. Estrada" <PauloEstrada@dti.gov.ph>, "Office of the Undersecretary
for International Trade Group (QUITG)" <ouitpg@dti.gov.ph>

Sent on behalf of DTI-BITR Director Marie Sherylyn D. Aquia

Dear SirfMadame:
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About this paper

The paper explores the nexus between trade and climate change in the Philippines. Its
aim is_to_inform discussions on the issue beginning with a workshop organized in
cooperation with the Bureau of International Trade Relations (BITR) of the
Department of Trade and Industry in the Philippines. The workshop will consult
stakeholders on priorities for sectors with respect to trade and climate change and
identify areas of technical assistance and further research.

The scope of the paper is limited to three aspects of the trade and climate change
nexus:Uthe challenges presented _by—trade-related_climate measures to exporters’
market accgg__s;_;ﬁgw_expgrlglis,,may explore the_expanding_market for gr'gaeén trade; and

finally, how the Philippines may mobilize trade to increase its resilience against climate
change. _ -
anst..

ITC's Trade and Environment team has prepared this draft ir;c‘orming feedback
from a workshop held with BITR and stakeholders in July 2024 in Manila. The paper is
being shared through the Interagency Mechanism and stakeholder comments will be
incorporated in a further draft. It has not been formally edited for style nor accuracy.
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Executive summary

This scoping paper explores the complex relationship between climate change and trade in the
Philippines, aiming to stimulate discussions among the International Trade Centre (ITC), the
-Philippine government, and stakeholders. The paper examines three questions:

» How do climate change mitigation plans of importing countries and private buyers change
export requirements and patterns of the Philippines? »

¢ How do green trade offer export opportunities to the Philippines?

* How can the Philippines mobilize trade to increase its resilience against climaté'change?

The paper will be shared with government stakeholders through its lnteragency ‘Mechanism
during August 2024 and inputs incorporated into the final draft of the paper for finalization in
November 2024. D L4

Background

The Philippines is one of the most climate-vulnerable nations, faug;sﬁcant risks due
to its location in the Pacific typhoon belt, with approxnmatel)%‘ho typhoons entering the
Philippine Area of Responsibility (PAR) annually. The country%extenswe coastlines make it
prone to flooding and rising sea levels. The human and econgmic*costs of hazards like floods,
storms, droughts, landslides, earthquakes, and tsunamls are ‘already high evidenced by the
estimation that since 1990, 565 such disasters haye occurre‘g causing the loss of 70,0600 people
and costing USD 23 billion according to thg World Bank./Climate change exacerbates these
challenges. Climate change could reduce the Philippines3GDP by up to 7.6% by 2030 and 13.63%
by 2040 based on extrapolations of the destm??i\q&ggused by past typhoons.

The Philippines bears a negligible historic responsibility for climate change. The
cumulative CO2 emissions for the cougtry“siwgiZOZO was 3.68 billion tons whilst the global figure
was 1.77 trillion tons2. This répresentsy0.2% of the global figure. The total Philippine carbon
footprint has been growingisince the year 2000 reflecting the country’s economic growth and
increasing energy demand althgugh more moderately than in other fast developing countries.
The Philippines cllma%{ hg%qge mitigation ambitions are formulated in its 2021 Nationally
Determined Gontribution (NDC) which sets an ambitious target of reducing emissions by 75%
compared to the busnﬁ%;?s \;&?usual scenario and excluding land-use change and forestry. The 75%
target is, however, mostly - and in accordance with the Paris Agreement - conditional on foreign
support ThetWorld Bank predicts that the total emissions will continue to grow towards 2030

drlvempnmanly by energy use and transport.

How may climate change mitigation plans of importing countries and private buyers change
export requirements and patterns of the Philippines?

The EU and other high-income economies are putting in place environmental regulations
and measures that have an impact on market access and export supply chains. This will
require the Philippines to formulate strategies for sectoral planning and investment in order to
remain competitive. At the regional level, the ASEAN Strategy for Carbon Neutrality will be
important for business as it seeks to align ASEAN policies with the increasing global demand for
sustainable products and services, enhancing brand reputation and market competitiveness. It

! World Bank (2022). .
2 Qur World our data https://ourworldindata.org/co2-and-green house-gas-emissions.
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opens opportunities for innovation, particularly in clean technologies and circular economy
models, while helping businesses anticipate and comply with evolving environmental
regulations]

In addition, private companies are also introducing mitigation measures. For instance, the
electronics industry, a major export sector, needs to align its production processes with the//
environmental standards imposed by international buyers. Additionally, agricultural products
like bananas are procured by multinationals that impose their own sustainability requirements.
For example, the global fruit company Dole, which farms bananas in Mindanao, has announced
plans to join the Science-Based Targets initiative (SBTi), a major business-driven initiative to -
reduce corporate carbon footprints. ~ @ﬁ%

How may green trade offer export opportunities to the Philippines?

The global shift towards sustainability presents new export oppgrtunltles for the
Philippines in environmental goods and services (EGS). This shlft is drlven by 1ncreasmg
global demand for products and services that support climate mltlgatlg%} and adaptatlon and
other envnronmental concerns like biodiversity, reducmg plastlcs pollutlgnfeand.chemlcal safety
energy-efficient products, and sustainable agncultural practlces The market for green goods is
expanding, creating opportunities for countries thatgcarﬁ?%‘supply these products. However,
capitalizing on these opportunities, including for@small b{‘usmesses requires significant

investment in technology and infrastructure to produce and\gxport green goods competitively.
o\“’\"

With abundant geothermal, solar, and wind resources, the Phlhppmes can further develop its
renewable energy sector to meet both dognes{%‘c and mternatlonal demand. Investments in the
production of solar PV equipment, as hlghllghted by, the Asian Development Bank (ADB), could
significantly boost the economy and%create,ejobs By focusing on green competitiveness and
aligning its export strategies w1th°%lobal’sustamab111ty trends, the Philippines can strengthen its

position in the growing green»market.‘. R

P2

}

G
How may the Philippines’ mobthze trade to increase its resilience against climate change?

Trade policies canxenhance':the Phlllppmes resilience to climate change by facilitating
an u.fogté’rmg international cooperation. Barriers such as tariffs,
regulatlons, and l?ié‘k«of h momzed standards can hmder the flow of climate-related goods and

..A

54 green goo W&und&er the APEC Envnronmental Goods List. Removing these barriers and
promotmg open trade in environmental goods and services can help countries like the Philippines
. I olog1es and innovations needed to address climate change impacts.

Creating thutual supportiveness between trade and environmental policies offers
numerous advantages. By aligning these policies, governments can promote sustainable
development while enhancing economic growth. The Philippines has focused on continuing
export-led growth, as evidenced in its development plans, including the Philippine Development
Plan (PDP) and the Philippine Export Development Plan (PEDP). Simultaneously, the country has
developed a series of climate change and environmental policies, ranging from the Climate
Change Act and the Nationally Determined Contribution to the soon-to-be-published National
Adaptation Plan. Specific industry initiatives include plans to expand renewable energy
production and advance in the semiconductor industry value chain.

Vi



1. Introduction

The Philippine archipelago consists of more than 7,000 islands located in the Pacific
typhoon belt, exposing them to the worst effects of climate change. These include
catastrophic events caused by devastating high winds and torrential rains, such as floods and
landslides, as well as more insidious occurrences like rising sea levels and the deterioration of
agricultural conditions, including the emergence of new pests and diseases. According to the
'Physical Vulnerability to Climate Change Index' (PVCCI)3, the Philippines is the m’d&§t exposed
country among the ASEAN member states. The direct effects of a changing.¢{limate will be
predominantly adverse. Although global efforts are in progress to mitigate théde changes, some
negative impacts are inevitable and must be addressed through appropriaté éda}pt\%don measures
within the country..

Climate change will also indirectly impact the Philippines throughialtering trading
opportunities. The prospects for export-led growth depend?&‘féiénong other”factors, on how
comparative advantages and regulatory systems evolve in a 'glébal écw;‘fsubject to changing
prices and regulations related to climate change policies#Carbonzintensive inputs, particularly
those relying on fossil fuels, are likely to become more exspensi\'fe_:‘Ad?fi"i’tionally, governments and
businesses are expected to introduce regulations and prﬁ”/qte requirements to limit greenhouse
gas emissions associated with production for gxp)f)‘rt.

While the direct impacts of a changing climate will'be overwhelmingly negative, the effects
on trade opportunities may be mixed. Néw o'pgw\ifgies arise as demand shifts towards more
climate-friendly goods and services.,'Fh\ggPhiJ_ippines'is a major producer of semiconductors, a key
component in the electronics .esgential for rénewable energy technologies like PV solar
equipment and wind turbine$, and2in many devices needed for climate-smart agriculture.
Additionally, the Philippines is‘géa source’ofminerals such as nickel, copper, and cobalt, which are
crucial for technologies like elg"ctric;\(;hicles and for the electrification of the economy.

The aim of this ‘scgpirjg papg}'f’is to stimulate discussions between the ITC and the
Philippine govgm&é?nt“hﬂd%’mong stakeholders in the Philippines about the nexus of
climate change and:trade;sThe scope is limited to discussing three main questions:

. How/)%{idz%imatey change mitigation plans of importing countries and private buyers
/c?(hallenge the'arket access of the Philippines?
six-How db}& green trade offer export opportunities to the Philippines?
. H‘éwgen the Philippines mobilize trade to increase its resilience against climate changei.e.
both mitigation and adaptation policy objectives?

Thus, while providing an overview of how trade interacts with climate change, this report
does not constitute an exhaustive study on the nexus between climate change and trade.
The first two chapters of this scoping paper provide the background for discussing the trade and
climate change nexus in the Philippines. Chapters 2 and 3 examine how climate change impacts
the Philippines and outline the nation’s climate change policies. Chapter 4 details the Philippines’

3 The French institution ‘Fondation pour les études et recherches sur le développement international (FERDI) created
the PVCCI as a composite index measuring climatic shocks and countries’ exposure to these shocks. The PVCCI
combines 10 components (5 measures of climatic shocks and 5 measures of countries’ exposure to these shocks), The
free database can be found at https://ferdi-indicators.shinyapps.io /PVCCL. The version of the database consulted on
30 June 2024 shows that the Philippines with a PPCC! of 55.84 ranks as the 68% most exposed country in the world (of
191). The other ASEAN members and their ranking are Brunei (157), Cambodia (120), indonesia (159), Laos (141},
Malaysia (180), Myanmar (77), Singapore (149), Thailand (117), and Vietnam (122).



trade profile. The subsequent three éhapters address the main research questions. Chapter 5
explores how climate change mitigation plans of importing countries and private buyers may
challenge the Philibpines' market access. Chapter 6 investigates how green trade can offer export
opportunities to the Philippines. Chapter 7 examines how the Philippines can mobilize trade to
increase its resilience against climate change. Chapter 8 provides a discussion of the challenges
and solutions related to green trade in the sectors of renewables, mining, agriculture, and the
industrial, manufacturing, and transport cluster. Chapter 9 summarizes the findings and
identifies areas for future work.




2. The Philippines and climate change

Impact of climate change in the Philippines

The Philippines is highly vulnerable to climate change due to its location in the Pacific
typhoon belt, facing about 20 typhoons per year . Accelerating climate change and the resulting
rising sea levels pose a significant threat to the Philippines’ long coastlines that are prone to
flooding during typhoons. Warming oceans harm marine biodiversity and thereby the fishing
industry, a sector where around 1.4 million workers are employed.®. Droughts’ may be
exacerbated, and rainfall patterns changed challenging agricultural productwuty and thus
impacting the Philippines’ millions of farmers and putting at risk vulnerable p0pulat10n segments
depending on affordable food. Urban areas including Metro Manila are expandmg;raprdly and face
problems of insufficient drainage systems which in times of climatg, change<poses a risk of
floodings.

The socio-economic costs of climate change are profourid®%The ilippines are already
exposed to natural disasters illustrated by the World Bank’s 6bservation that 60% of the land and
74% of the population are subject to hazards like#flo5ds, ‘Storms, droughts, landslides,
earthquakes, and tsunamisé. Since 1990, 565 such diSasters have occurred causing the loss of
70,000 people and costing USD 23 billion. Climate changé'Will in¢rease this human and economic
toll as the natural hazards except for seismic/éVénts are ai'l-ﬁ‘ryedicted to worsen with climate
change. Less obvious but equally severe impacts !ike"th%zi\ncreased health risks from vector-borne
disease and heat-related illnesses and th"ei associated’ socio-economic costs are also likely to
increase.

Impact of the Philippines on clifi{gtehange

N

The Philippines bears a l;egllglble historic responsibility for climate change. The
cumulative CO2 emissions*for thecountry in 2020 was 3.68 billion tons whilst the global figure
was 1.77 trillion tonsZsThis® rets 0.2% of the global figure. The fact that developing
countries bear less«:‘%gonsnbnh?}?‘was duly noted by the United Nations Framework Convention
on Climate Change (UNFCCC)‘g\'fvhen it adopted the principle of ‘Common but Differentiated
Responsnbllmes an‘%f{esp%ctlve Capabilities’, which acknowledges the different capabilities and
differing résponsibilities of individual countries in add ressing climate change

Yet/ wﬁnl{\%ghe Philippines’ carbon footprint is comparatively small, it is growing. According
to-the,Our; World in Data website®, the per capita footprint was 2.4 tonnes of CO2e in 2022. The
Philippiné:g e&mss:ons are slightly higher than the average for lower middle-income countries (3.0
tonnes of CO2e), and about a third of the global average of 6.8 tonnes of CO2e. In comparison, the
emissions of high-income countries stand at 12.6 tonnes of CO2e and the emissions of large
economies like the EU, China, and the United States are, respectively, 7.5, 9.8, and 17.7 tonnes of

CO2e per capita.”

Data on the emissions of the most important greenhouse gas, C02, which is linked with
fossil fuel consumption, shows how the Philippines’ growth affect energy demand. The total

4 Philippines Employment: Agriculture: Fishing & Aquaculture | Economic Indicators | CEIC (ceicdata.com)

5 For an overview of the predicted impacts of climate change on the Philippines, see ADB (2021), World Bank (2022,
2021), and USAID (2023).

¢ World Bank. 2022. Philippines Country Climate and Development Report. Washington DC: World Bank.

7 See the Our World in Data website at https://ourworldindata a.0rg/co2-and-greenhouge-gas-emissions.

8 https://ourworldindata.org/co2-and- -greenhouse-gas-emissions.
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CO2 emissions of the Philippines are 150.40 million tonnes as illustrated in Figure 1. The
Philippine CO2 emissions has been growing since 1985 reflecting the country’s economic growth
and increasing energy demand. World Bank (2022) predicts that the total emissions will continue
to grow towards 2030 driven primarily by energy use and transport.

Figure 1. Total CO2 emissions in the Philippines 1907-2022 (million tonnes C02)

Annual CO, emissions
Carbon dioxide (CO,) emissions from fossil fuels and industry’. Land-use change is not included.
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Data source: Global Carbon Budget (2023) OurWorldIinData.arg/co2-and-greenhouse-gas-emissians | CC BY

1. Fossil emlssions: Fossil emissions measure the quantity of carbon dioxide {CO,) emitted from the burning of fossit fuels, and directly from
industrial processes such as cement and steel production. Fossil CO, includes emissions from coal, oil, gas, flaring, cement, steel, and other
industrial processes. Fossil emissions do not include land use change, deforestation, soils, or vegetatian,

A, T
Source: Our World"gur Data
¢ % &
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: eé’ifi:?r%?__lecuicity and heat, agriculture, and transport dominate emissions. In 2020,
R R, . .
the m*’ést_-\_}:rfmt)&ng sector was electricity and heat (32.0%), followed by agriculture (26.8%),
transport (12.7%), industry (8.8%), waste (6.2%), buildings (5.6%), and manufacturing and

construction (5.1%), while the remaining sectors were responsible for 2.9%.
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Figure 2. Total greenhouse gas emissions by sector in 2020 (million tons C02e)
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sources, including land-use change.

Source: World Bank Open Data website (https://data.worldbank.org).

The Philippines aims to increase the share of renewab]e energy in its energy mix, and in this
context, the metrics of energy intensity (energy consumphon%per unit of GDP) and carbon
intensity of energy production (carbon emissibns per energy unit produced)} are key. The
Philippine economy has become consnderably less. éar%fergy m?enswe since the year 2000 where
the energy intensity was 0.94 kWh per USsp. of GDP, while'in 2022, the figure was 0.58 kWh. In the
same period, the carbon intensity has,remairied aboiit the same. In 2000, it was 0.24 kg CO2 per
kWh while in 2022 that figure was'04'26“=lgg/kW%ﬁ2:¢

9 World Bank Open Data website (https://data.worldbank.org).
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3. The Philippines’ policy measures supporting the trade and climate
nexus

Nationally Determined Contribution

The Philippines climate change mitigation ambitions are formulated in its 2021 Nationally
Determined Contribution (NDC) which sets an ambitious target of reducing emissions by 75%
excluding land-use change and forestry by 2030. Reduction of 75% means reducing emissions
compared to the business-as-usual scenario. The target is mostly, and in accordan€e.with the
Paris Agreement, conditional on foreign support. Specifically, 72.29% of the errlis‘s:i{gﬁs reduction
target is conditional on such international assistance, while the remaining, 2:71% will\be met
through the country's own efforts. Furthermore, the reductions are refe{enced against a
projected business-as-usual (BAU) scenario which are depicted in Figure 3. The main sectors
addressed by the NDC are Agriculture, Waste, Industry, Transportatnor?%’ﬁdiEnerg)ﬁ.

Figure 3 Predicted future emissions (BAU scenario) in thigﬂhigfg)pine{
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Note: The data reflect a business-ag;usual scenario predicting emission in the case of no mitigation action.
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Source: World Bank (2022),~F re 2s 2%%’?b sed on background data from Climate Change Commission (2021).

The World Bgnk ass‘esss;that the Philippines can easily meet the unconditional part of the
NDC. The unconditionakportion, however, is “highly ambitious” and the World Bank assesses that

the Philippines'will only succeed in meeting it if net emissions will be cut to zero before 2030.10

The. Phlhgpl?i\es has, for example, issued a moratorium on endorsing new greenfield coal-fired

S Sor

powetplantsin,2020. The Philippines also plans to increase its renewable energy capacity.

e Y

Currently, the NDC Implementation Plan (NDCIP) is under development. The NDCIP is set out
to detail the implementation plan for each mitigation actions for the priority sectors identified
under the NDC PAMs.

w3~>°§

10 world Bank Group: Philippines Country Climate and Development Report 2022,
https://thedocs.worldbank.org/en/doc/4ec3282919652f7545bc25¢49¢181 1e4-0070012022/original /PHCCDR-
FINAL-formatted.pdf
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National Adaptation Plan

The Philippines has published the National Adaptation Plan (NAP) for 2023 - 2050. on 30
May 202411 The Philippines had already developed and implemented a series of policy
initiatives addressing adaptation beforehand. Figure 4 illustrates a series of initiatives taken by
the Philippines on adaptation,

The National Climate Change Action Plan (NCCAP) 2011-2028 outlines the country’s
agenda for adaptation and mitigation. The NCCAP prioritizes food security, water sufﬁcnency,
ecological and environmental stability, human security, climate-smart mdustrles,,and services,
sustainable energy, and knowledge and capacity development as the strategic dlrectlon for 2011
to 2028. Further, this regulation serves as baseline in designing national prlorlty programs that

M"‘%

address the needs of the most climate vulnerable sectors. K s"\ ¥

Building on the NCCAP, Local Climate Change Action Plans (LCCAP) are%developed on
municipality level. According to the Climate Change Commission, by 15 ]éwnq’uaryxZOZt} 1500 of
1715 Local Government Units {LGUs) had submitted their LCCAP"’% 4

2009 Climate Change Act of 2009 (RA 9729), RA 9279; IRR %g E )

2010 Philippine Disaster Risk Reduction and Management Act of 2010

2010 National Framework Strategy on Climate Change \s J

2011 Executive Order 43 Creating the Cabmet Cluster on Chmate Change Adaptation and
Mitigation ;

2011 National Climate Change Action Plan ?,5

2012 People’s Survival Fund (RA 10174) &

2013 DBM-CCC JMC 2013-01 Guidelines ‘in Taggmg/’l‘rackmg Government Expenditures
for Climate Change in BudgetsProcess

2014 DBM-CCC-DILG Joint Memora%du% ‘Cireular2014-01 Tagging/Tracking Climate
Change Expenditures i in Logal Budget

2014 Executive Order 174 Insututlonahzmg the Philippine Green House Gas Inventory
Management and Reportmg §§lstem

2015 Revised lmp]ementmg.Rules and Regulations for RA 9729 as amended by RA 10174

2015 PSF Proponent s Ha’%dbook

3

National. laws nd poh(:les

The »Phllgppmes has developed a comprehensive climate change policy framework
mcludmg theéﬁoverarchmg 2009 Climate Change Act!2. The Climate Change Act provides
generaI stx?éteglc guidance and served to mainstream climate change considerations into other
Philippine thcy instruments including into the policies, strategies, and support of agencies and
sectoral actors. The Act created the Climate Change Commission to coordinate climate-related
policymaking.

The National Framework Strategy on Climate Change 2010-2022 (NFSCC) and the National
Climate Change Action Plan (NCCAP) 2011-2028 develop the Philippines’ climate change
policies and implementation measures. Both the NFSCC and the NCCAP include both
mitigation and adaptation issues.

11 Countries that have submitted a National Adaptation Plan and their submitted plans can be found at

https://napcentral.org/submitted-naps.

12 The Climate Change Act was amended in 2012 and created additional policy instruments as, for example, the People’s
Survival Fund (PSF), which is a fund intended for local government to implement climate change adaptation projects.
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Links to trade in national climate policies

Neither the NFSCC nor the NCCAP contain many discussions of trade or trade policy issues,
despite focusing on selected sectors. However, trade-relevant issues are discussed. The NFSCC,
for example, discusses the risks that climate change poses for agricultural productivity which
likely influences export capacity and future food import needs, and the risks of damages to
infrastructure like ports which risks disrupting international supply chains.

The NCCAP has more specific trade-related content. The Action Plan, for example, discusses the
Philippines’ reliance on the import of oil, coal, and ethanol and how to reduce this trade through
renewable energy production. The plan also discusses the need to review and harmonize policies,
like for trade, investment, sustainability, tourism, and agriculture, to create a ¢gndiicive policy
framework for climate-smart industries and services. The NCCAP includesdiscussion, of the
development of climate-smart industries and renewable energy, sectors that %epend Jon the
import of technology. Issues such as tariff and non-tariff barriers or the > removing, of behind-the-
border barriers to the trade of technology are not discussed. N\

Integrating climate change with trade policies and strategie§

Two current policy developments may promote the mutl}él suppgg/tieness of trade and
environmental policies. From 2024, signatories to the;ParisiAgreement begin to submit new
NDCs known as NDC 3.0. UN Trade and Developmeht‘has argﬁ%d that countries should include
trade flows and trade policy explicitly in the new NDCsfand thas mapped how trade-related
measures are included in current NDCs?3, [té’é’;:grts that trade policy measures can serve as
practical instruments to reach objectivess such as, enabling local industries to access
environmentally favourable goods and séervices

The Philippines could link trade with mlttgat:z?i};hrough analysing the impacts of lowering tariffs
on renewable energy products, components, and technology lowering the costs of renewable
energy and mitigate climate change by promoting the conversion from fossil fuels to renewable
energy. :

SE

Furthermore, the Phlllppmes could link trade with adaptation by ensuring trade policy
allows trade flows to adjust to shlftmg agricultural production capacity and volatile food
prices following changed rainfall patterns, droughts, changed disease pressure, etc. Furthermore,
Dekens et gl. (202 1)?&uﬁhat the NAPs may be used to incorporate trade measures that address
climate change adaptanon They review submitted NAPs and find that the NAPs contain a range
of measures that address the observed and anticipated impacts of climate change on productive
capacmes whg%l in turn may affect trade prospects.

The other‘current development is the ongoing trade agreement negotiations between the
EU and the Philippines. The Philippines and the EU have resumed talks over their trade and
investment agreements. Negotiations for a trade and investment agreement had begun in
December 2015 but were put on hold in 2017 after two rounds of negotiations. In March 2024,
the two countries resumed negotiations and both parties have announced that trade and
environment will play a prominent role. The bilateral FTA would replace the Philippines’ current
preferential market access arrangement under the EU’s Generalised Preference System Plus
(GSP+), which is otherwise in place until 2027. Annex 1 provides more information on the
arrangement.

13 UNCTAD (2023).



It is very early to discuss the outcome of the bilateral negotiations, but the trade and
environment provisions will possibly take inspiration from recent EU trade agreements.
Especially, the new EU—Kenya trade agreement may provide a glimpse into the kind of issues
likely to be negotiated. In December 2023, the EU signed what it calls the most ambitious EU trade
deal with a developing country when it comes to sustainability provisions such as climate and
environmental protection. This agreement is the new Economic Partnership Agreement (EPA)
with Kenya. This deal is the first trade agreement with a developing country that reflects the EU’s
new approach to trade and sustainable development. It includes articles on multilateral
environmental agreements, climate change, biodiversity, forests, marine resgurces and
aquaculture, and sustainable development within trade and investment. The artlcles’ include both
hard and soft commitments of the parties, and devices elaborate and (to so aement} binding
mechanisms for consultation, arbitration, and dispute settlement. Anpex A presents the
environmental disciplines in the agreement.14

While these disciplines appear to be a new development in the EU’?&ade relationship with
a developing country, the implications are still uncertain. The language is generally soft and
the consequences (if any) of non-implementation are not defined with one exemption. On climate
change, the EU-Kenya EPA warns that the “Party may take appropriate measures” if the other
party violates a commitment “to refrain from any action or omission which materially defeats the
object and purpose of the Paris Agreement.” Despite the uncertainty of how new environmental
disciplines will be implemented in a new trade agreement, it is likely that sustainability
provisions will be a high priority for the EU Commission in new trade agreements.

The new interest in sustainability provisions was announced by the 2022 communication
from the European Commission drawing on the 2022 Trade and Sustainable Development
Review?5. In this communication, the European Commission identifies six policy priorities in new
trade agreements:

The need to be more proactlve in cooperating with partners.
Stepping up a targeted and country-specific approach to TSD.
Mainstreaming sustainability beyond the TSD chapter of trade agreements.
Increasing monitoring of the implementation of TSD commitments.
Strengthening the role of civil society.
Strengglemng enforcement by means of trade sanctions as a measure of last resort.
Y W
The Philippines commits to sustainable development and environment provisions in an

increasing number of trade agreements.

AN

The Japan-Philippines trade agreement, which was the Philippines’ first bilateral trade
agreement, for example, stipulates that the parties shall cooperate on conformity assessment for
environmental standards like vehicle emission standards and furthermore recognizes that it is
inappropriate to encourage investments by investors of the other Party by relaxing its
environmental measures (Department of Trade and Industry 2006). The more recent 2016 EFTA-
Philippines Free Trade Agreement contains a specific trade and sustainable development chapter,
This chapter establishes principles (i) on the right to regulate environmental issues considering
science and international standards, (ii) on obligations not to weaken environmental regulation
to attract trade and investment, on implementation of Multilateral Environmental Agreements,

14 Source: ITC (forthcoming).
15 European Commission (2022, 2024).



(iii) on the facilitation of trade and investment in green goods and services, and (iv) on the trade
in forest-based products to reduce greenhouse gas emissions from the degradation of forests and
peat lands (Department of Trade and Industry 2016).

In addition, the Second Protocol to Amend the ASEAN-Australia-New Zealand Free Trade Area
(AANZFTA), signed in August 2023, also contains a Chapter on Trade and Sustainable
Development. Accordingly, the agreement encourages further economic co-operation through the
FTA Joint Committee on matters such as the climate and environment; the green and blue
economy; circular economy in manufacturing; among others,16

16 https://www.dfat.gov.au/trade/agreements/in-force/aanzfta/officiaI-documents/second-protocol-to—
amend-the-agreement-establishing-asean-australia-new-zealand-free-trade-area-aanzfta
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4. Exploring the Philippines’ potential in the expanding market for
green trade

Philippines’ export profile

The Philippines is a trading nation with diversified exports and imports comprising both
primary products, manufactured products, and services. The country is well integrated in
global supply chains, especially for electronics. It supplies a range of products relevant for the
global green economy like semiconductors (needed for the electronics in renewable technology)
and essential minerals for electrification (like copper, nickel and cobalt for electricalivehicles.

The top destination goods markets (67% of the total) are the United States,écmna Japan, Hong
Kong, China and the EU.

The Philippines exports are dominated by electronics and eléectronic equipment. The
electronics industry exports a diverse array of products mcludmg semlcond%tors, electronic
data processing equipment, and office equipment

The Philippines also exports an array of goods derived fromnia[;x.;activities like mining,
agriculture, and fisheries, either in raw or process"é%%m “Agricultural exports, either
primary or processed, amount to nearly the same%as mmeral exports at USD 6.7 billion
representing 8.4% of the total. N

The Philippines is a notable exporter of; servic-'{es, with significant contributions from
various sectors. The total value of servicés exports in'2022 was USD 41.1 million or about half
the value of goods exports. According to th% I'T€yTrade Map, the four largest service export
categories!” were ‘Other business semcesﬂa@Te!ecommumcatlons computer, and information
services’, ‘Travel’, and ‘Transport.

Annex 2 describes in further detall thetrade profile of the Philippines.

Green market opportumtles\

Climate change and other environmental concerns create new export market
opportunities of the Phlhppmes These arise as demand shifts towards more climate-friendly
goods and services. glmpte change induces the transformation towards a new and more
sustainable global economy that replaces the old economy shaped by endowments in fossil
fuels?®. In this new climate-constrained economy, the patterns of comparative advantage changes
and this change affects a multitude of products and markets. Locations to produce renewable
energy like solar and wind will be more widespread than fossil fuel endowments ever were.
Inputs, intermediaries, and final products based on carbon-intensive manufacturing will lose to
low-carbon ones. In agriculture, higher temperature and changing rainfall patterns will influence
countries’ export prospects and import need changing the comparative advantages of agro-food
exports and calling for trade itself to become an instrument of climate change adaptation?®.
Overall, the competitiveness of countries relying on carbon intensive inputs like fossil fuels,
agricultural practices causing the emission of greenhouse gases, and air freight may worsen. On

17 Classified using the conventional IMF Balance of Payments and International Investment Position Manual, sixth
edition (abbreviated BPM6).

18 Kyrigkopoulou, Kyriacou & Pearson {2023).

19 Bozzola, Lamonaca & Santeramo (2023).
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the other hand, countries with the strength to innovate and manage the green transition may gain
in the global marketplace.

One example of new export opportunities is the growing market in climate-related goods
and services (EGS). Such goods according to the OECD and Eurostat comprise “activities which
produce goods and services to measure, prevent, limit, minimise or correct environmental
damage to water, air and soil, as well as problems related to waste, noise and ecosysteriis”.2° There
is a lack of recent data on the market size for EGS. According to the ITC, the marketsin EGS was
expected to rise to USD 1.9 trillion by 2020.2! The World Economic Forum estimétes thatithe share
of environmental goods as a share of total manufactured goods trade in 2030 could reach”15%,
up from 11% in 202222 Traditional exports such as agricultural products and manufacturing
goods might face stricter environmental regulations, potentially increasing production costs and
limiting market access. However, this also incentivizes the Phlllppmes to innovate and invest in
sustainable practices and green technologies. o

The Philippines can leverage its abundant natural resources to develop renewable energy
sources, including geothermal, solar, and wind power. The Philippines can aim to power its
industrial parks entirely with renewable energy, thereby reducing the carbon footprint of exports
from these areas. By offering renewable energy options, the government could attract
investments in the crucial and energy-intensive semiconductor industry allowing brands to offer
more sustainable electronics?3. Aligning_with international environmental standards and
certifications could make the Philippine goods more attractive to environmentally conscious
global consumers, thereby opening ub new markets and strengthening its competitive edge in the
global economy. An array of ﬁf?bortunities exists for exporters under emerging climate
constraints and other environmental’conceriis. This section outlines the types of opportunities
for developing countries.inxthe green transmon and discusses potential opportunities for the
Philippines. A Y -

The Philippines’ strategy.for blding green competitiveness

The Philippim’és developed a series of policy documents and capacity building
initiatives that incorporate issues of green competitiveness. The Philippines, however, does
not haye a singlejunified strategy for building green competitiveness. In this section, the scoping
paper dlscus§§es the Philippine Export Development Plan (PEDP) for the 2023 to 2028 period and
the Worldg,Bank report ‘A New Dawn for Global Value Chain Participation in the Philippines’ on
which th"é"PEDP is partly based?4. The section also looks at the Strategic Investment Priority Plan
(SIPP) from 2022 and at selected trade initiatives in particular those involving the Department of
Trade and Industry (DTI).

The Philippine Export Development Plan (PEDP) aims to establish the Philippines as an
exporter of high-value goods and services in line with the 1994 Export Development Act

20 OECD {1999). Organisation for Economic Co-operation and Development (1999), The Environmental Goods and
Services lndustry Manual for Data Collection and Analysis,

https: ts.un.org/unsd/enva nti archi A/Envl a da ection.P

2 Bucher H, Drake-Brockman, ), Kasterine, A., and M. Sugathan (2014). Trade in Environmental Goods and Services,
International Trade Centre, Geneva.

22 WEF (2023).

23 Goke et al (2022) discuss how the semiconductor industry, which is a major greenhouse gas emitter and very energy
intensive, may reduce its emissions, and they find that 45% of the greenhouse gas emissions come the purchase of
energy sources like electricity, steam, heat, or cooling.

24 Arenas & Coulibaly (2022).
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(EDA). The PEDP expresses concern that the Philippines has only seen its exports nearly double
over 21 years, whereas other ASEAN countries have tripled their exports or more. The Philippines
shows particularly weak performance in agricultural exports but excels in services.

The PEDP focuses on increasing exports from global supply chain clusters, food and agri-
marine sectors, and labour-intensive manufacturing. The PEDP explicitly states that the goal
is to develop an export industry that includes green products and services, although it does not
define such exports or specify initiatives that could promote them. The PEDP does not identify
green goods and services as independent industries. When discussing global market
prospects, the PEDP emphasizes the impacts of climate change. The plan acknqz\:vledges that
climate change has harmed the production base of agricultural exports and warns that weak
adaptation and mitigation efforts by the global community risk prolongmg these negative
impacts. Although the PEDP specifically acknowledges the adverse effects oF: chmate change, it
does not address climate change and environmental concerns as generators ofa new class of
exports, such as green goods and services. Nor does it treat these conce};;:?cross “cutting topics
that could create demand for better quality infrastructure serwces, E\uch ;§ standards and
conformity assessment measures to support green certification, or the p?;‘owsnon of renewable
energy to help export industries lower their carbon footprints. Iﬁ couple of cases, the PEDP
specifies green industry initiatives. The PEDP enco{rages usmgl“advanced technologies in
synthetic fibre manufacturing to produce hybnd green\textlles that combine synthetic and
natural components, reducing the industry’ s,carbon footprint. Furthermore, the PEDP sees
emerging markets for renewable and blodegradable’fuels as an opportunity.

The World Bank, through a recent rep’(ﬁ't by.Arenas:and Coulibaly (2022), has contributed
to the discussion on increasing the“Phlhppmz'é ‘participation in global supply chains. The
report identifies 'mega-trends’ ,mﬂuencmg Phlllppme exports but does not recognize the
incorporation of environmental concerns as,one of these trends. Environmental issues appear
most notably in discussions about energy “The World Bank argues that the government should
provide incentives, such as subsndles, to “attract private investment in renewable energy within
industrial parks. ThlS would promote ’the Philippines’ engagement in global supply chains for the
clusters of (i) mdusmal,wanufacturmg, and transportation, (ii) technology, media, and
telecommunications;and: (ii) health and life sciences.

The Strategic.Investment Priority Plan (SIPP) priorities a series of green products for
government incentives. The SIPP is a three-year plan formulated by the Board on Investments,
ar}ﬂattached Agency y of the Department of Trade and Industry. The SIPP lists the economic and
busmes%’ activities that may be given investment incentives under Philippine legislation2s. The
2022 SIPP includes electrical vehicle assembly and manufacturing of parts, operation of energy
efficient maritime vessels, electronic devices and circuits for smart grid and renewable energy
like solar equipment, bioplastics and biopolymers, renewable energy, energy efficiency and
conservation projects, energy storage technologies, and finally integrated waste management,
disposal, & recycling.

The DTI has launched a series of green trade initiatives. These include, amongst other things,
a green economic development initiative targeting MSMEs, the advance of sustainable
proddction, and green public procurement as well as joint efforts with development partners like

for activities included in the SIPP.
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a project with the Global Environment Facility addressing chemicals and waste management and
a GIZ implemented project on greening industrial activities focusing on auto, paper, plastics,
copper, furniture, and mass housing.

Expand exports by pursuing opportunities in climate-related goods and services

The global markets for environmental goods and services are expected to provide
increasing opportunities. These goods and services in one way or another benefit e transition
to a green economy including climate mitigation and adaptation. There is no univgrsalagreement
as to what constitutes an environmental good. Yet, much analytical and polic{?“work has,used a
list of 54 environmental goods defined by APEC in 2012 as the starting poin’t'<Som\e<organizations
like the IMF have subsequently defined their own lists of goods, that they%ew as being
environmental. A significant challenge in analysing and negotiating envnronmental goods intrade
agreements, such as the plurilateral Environmental Goods Agreement (nqéwhlcﬁs”the Philippines
does not participate), is the dual nature of many goods. These goods can be used for both
environmental and conventional purposes, complicating their claséifi cattor‘?>v and negotiation. For
example, bearings can be considered a dual-use good as they?® arg\%’\ésentlal components in wind
turbines for renewable energy generation, but they aralsowndely used in machinery and
vehicles that rely on fossil fuels. f&\

The Philippines is a member of APEC and has par’t‘ncnpated in APEC efforts to cut tariffs for

a select list of green goods. The Ph:llppmes?has nm;ﬁ%’mented the APEC Environmental Goods

List, which included reducing tariffs on 54%';’)&?5%&5%0 no more than 5%. The implementation
was relatively straightforward in so'm ﬁg?awséMFNx,tanffs of products on the APEC list were already

K

at or below 5% except for 6 tarifflin “IG%S, n‘g& e of which were on renewable energy?s. APEC is,
however, discussing extendingithe or riginal it of environmental goods including adding a list of

environmental services?’: 5

&

The Philippines’ exp”g?‘t% of enyironmental goods have developed substantially. According
to the environmenta%ood,s:deﬁnition applied by the IMF28, the Philippines in 2021 exported USD

J1e LS e g W . .
3 billion worg%:h of<envirgnmental goods -equivalent to about 4% of total goods exports. This
number was I%ECh lowgr than the export prior to Covid-19. In 2017 and 2018 exports peaked at
around US% 10 bllhodr} in 2017 and 2018 or about 15% of all exports. Table 5.1 depicts the
developmentsémce 1994,

% See the Philippines’ |mp1ementat|on plan for tariff reductlons on env1ronmental goods available at
. Only 6 tariff
lines had tariffs - g ve 5% prior to the adoption of the APEC list. These six were 8404.20.00 (condensers for steam) at
10%, and 8417) JOA (waste incinerators) and 8421.21.11 to 23 (various machinery and apparatus for water
filtering),\ vere at 7%.

%7 Carlos Kuriyama (2021): A Review of the APEC List of Environmental Goods. Policy brief No. 41, October 2021. APEC
Policy Support Unit.

28 Annex 3 presents a list of included tariff lines in the definition applied by the IMF.
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Figure 5 Philippines environmental goods exports, 1994 to 2021
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The Asian Development Bank (ADB) sees consnderab]e potentlal%for the Philippines to
develop its production of solar PV equipment for both dor?lest:g use and exports. According
to the ADB’s Renewable Energy Manufacturing report (AIB et al., 2023) the development of the
solar PV industry in the Philippines could grow its: GDP by USD3175 million in seven years. Half of
the production would target exports. 5 ¥

Trade in both environmental goods and\EPPs often?f'equlres agreement on sustainability

criteria and standards. Countries need 10 have developed traceability systems, certification and
R,

inspection services to demonstrate that’a pr uctis genuinely preferable and thus gain access to

overseas markets (Brenton and Chemuta1 2022)

Non-tariff measures on envu:onmentalvgoods and EPPs tend to be more prevalent in high-
income than in low-mcome?é%countrles reflecting regulatory requirements. These
requirements can eas.:_ f become*barners to trade and are particularly challenging for developing
countries whose. expd ers*tendwto be smaller and less able to absorb additional costs (Brenton

A%

and ChemutaJ;ZOZZ'-)‘-‘; ,

29 Data available at https://climatedata.imf.org/datasets /8636ce866c8a404b8d9baeaffa2c6ch3 0/about.
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5. Trade-related climate measures are changing export requirements

The Philippines’ exports reach a wide array of national markets through long and complex
supply chains. Many of the governments of these national markets and the private firms that
control the supply chains are increasingly focused on reducing greenhouse gas emissions. Table
1 shows a non-exhaustive list of key régulatory and private sector initiatives.

Table 1 Examples of mitigation regulations and requirements affecting the Philippines’

Regulation *

Buyer requirement **

export markets
Top‘ic or sector Description
Climate change
Emissions Regulations and requirements

to reduce emissions

Energy efficiency Requirements for reducing

energy  consumption and
improving efficiency in
production processes
Deforestation Requirements to  combat
deforestation
Transport Requirements to  reduce

climate impact

Other environmental issues

Regulations on the use and
disposal of chemicals and
waste to minimize
environmental harm

Chemical management

Tourism Initiatives to increase the
sustainability of tourism

Agriculture Regulations and  private
initiatives to reduce the
environmental impact of
agriculture

Electronics Broad regulations and private
initiatives addressing a series
of energy, climate, and other

environmental concerns

Clothing Regulations and initiatives to
reduce the clothing industry’s

environmental impact

Copper, nickel The Copper Mark is an
industry standard promoting
responsibly produced copper,

molybdenum, nickel and zinc.

Seafood Dolphin bycatch concerns and
sustainable fisheries
Gold Private initiatives addressing

both environmental and social
concerns

EU CBAM

us ENERGY STAR
certification; EU energy label

Regulation on Deforestation-
free products (EU
2023/1115)

CORSIA (Carbon Offsetting
and Reduction Scheme for
International Aviation)

EU REACH regulation, US EPA
Toxic Substances Control Act

EU eco-design for sustainable
electronics

EU textiles strategy and eco-
design

NOAA  Fisheries' Tuna
Tracking and Verification
Program

Private carbon management
like the Science Based Targets
initiative (SBTi}

Apple’s  energy efficiency
requirements for suppliers

Forest Stewardship Council;
Rainforest Alliance

Maersk Emissions
Dashboard; retailer bans of
air freight; food/air miles

Zero Discharge of
Hazardeous Chemicals
(ZDHC); Greenpece Detox
Commitment for clothing

Global Sustainable Tourism
Council (GSTC)

Cargill coconut GAP; Barry
Callebaut  Supplier Code
GlobalG.A.P., the Rainforest
Alliance, Fairtrade, organics

SERI (Sustainable Electronics
Recycling International);
Blue Angel; Siemens DEGREE
sustainability framework

H&M sustainable impact
partnership programme ;
OEKO-TEX standards; EU
ecolabel

Copper Mark

Marine Stewardship Council;
Walmart seafood policy

Responsible Gold Mining
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* Regulations are established in legal texts and may be mandatory as bans on hazardous chemicals or voluntary as
energy labels. Included are UN conventions like the [CAQ's CORSIA.

** Buyer requirements are formalized demands made by buyers of the Philippines’ exports. While voluntary in nature,
they are often a prerequisite for sales to a specific buyer.

Regulations in export markets

The desire to mitigate climate change has prompted governments to consider and in some
cases design and implement measures that affect market access. Table 4.1 illustrates such
regulations. The EU, for instance, is in the process of putting in place import tariffs calibrated to
the carbon content of selected imports (iron and steel, cement, fertilizers, aluminium, hydrogen,
and electricity) under its Carbon Border Adjustment Mechanism (CBAM), similar considerations

are underway in different markets, including the UK.30 -
Analysis by the Asian Development Bank (ADB) 3! shows that the over§l] ecgngmﬂ: impact of

the CBAM appears to be limited for Asian economies, but some countries will face
significant cost increases at the sector level, such as India in the iron and steel sector and
to focus on developing thelr carbon markets, while tackhng shortfalls in investments that are
required to develop renewable energy sources. The Cehter for\séslob';l Development3? highlights
the very limited carbon pricing schemes in loweér, jncome ‘countries and suggests a substantial
challenge for affected economies. ,%}

In its analysis of the impact of CBAM in{'l{inidad and’Tobago, the International Institute for
Sustainable Development (11SD)33 devel .ps further “possible strategic responses to the CBAM.
These include inter alia the following: R

Short term S
e Identify opportun}vges to reduce GHG emissions by seeking out and supporting existing
low-carbon productign: progesses within border carbon adjustment (BCA)-affected
industries. ﬁ% . k4
* Actively engage iniinternational negotiations and forums to advocate for the fair,
equitablezand WIro® -Compliant implementation of BCA
 Seek internatignalfinancial and technical assistance from developed countries to
facilithte the transition to a low-carbon economy, especially those countries seeking to
mtrodlﬁ:eﬁ CAsg
Meégium termy :
Ifivest in policies and programs to improve energy efficiency within affected industries
to reduce carbon emissions per unit of production.
* Develop robust carbon accounting systems for measuring and reporting emissions to
ensure accurate assessment of carbon footprints and facilitate fair application of BCAs
¢ Implement domestic carbon pricing through a carbon tax or emissions trading scheme
(ETS).

Long term

30} . e pc.o : o ots/e : | echanism-cbam.
3 Asian Development Bank {2023) European Union Carbon Border Adjustment Mechanism: Economic Impact

and Implications for Asia. http://dx.doi.org/10.22617/BRF230561-2
32 Centre for Global Development The EU’s Carbon Border Tax: How Can Developing Countries Respond? |
Center For Global Development {cgdev.org)

 11SD {2024). Border Carbon Adjustments: Trinidad and Tobago country report July 2024, Preeya Mohan and
Jaymieon Jagessar (University of West Indies — St Augustine Campus)
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e Diversify the economy away from carbon-intensive exports toward low-carbon
products.

¢ Investin clean technologies and infrastructure like green hydrogen; renewable energy,
in particular solar and wind; and carbon capture, utilization, and storage, which can
reduce emissions and improve competitiveness. °

* Embed sustainability principles into long-term economic planning and development
strategies.

-

In the region, several initiatives focus on climate linkages of economic actiyj ty§&~«The ASEAN
..Strategy for Carbon Neutrality aims to make ASEAN carbon neutral and accelerate the green
transition. The strategy will, amongst other things, develop green 1ndustr1%s for example by
standardizing corporate climate reporting and facilitating the movement of professwnals with
green skills including by creating appropriate qualification standalggisﬁggf grf“*egn skills and
providing policy support for green upskilling. Furthermore, the upgrade of the free trade
agreement between ASEAN and New Zealand (AANZFTA) mtroduces a new framework for
cooperation on sustainable trade issues like the env1ronment !abour standards and women’s

economic empowerment,34

Regulations on energy efficiency, such as the Um?éd States Energy Star system, push
suppliers to enhance the energy efficiency oftheir prod%cts*These systems directly influence
the Philippine exports of electronics. The Energy Statlabel 51gnals to consumers which products
are most energy-efficient, thereby increasing: cgmpet?tmn among producers on this parameter.
The system is developed by the US governme%ri’mn%collaboratlon with the US industry. The US
The EU is also considering leglslatlon to:,Qextend the ecolabelling system it currently uses for
energy efficiency to other products and; envnronmental concerns.

'\.\y

Many Philippine ex"' rlgg rangmg from electronics to fruits are dominated by big buyers

like large electromcs;,desxgners and brands and global fruit multinationals. Such big buyers

are able to lmpose thg;r product requirements on producers to a similar effect like regulations.

How such blg buyers mterpret the need for action on climate mitigation and other environmental

concerns 1s‘th refo;;e of paramount importance in many supply chains. Table 4.1 illustrates such
R i

prlvatEvrQ ulrements

i,

Over the past two decades, there has been a significant rise in public demand for businesses to

address environmental issues more responsibly. Among the industries responding to these
pressures, semiconductors and bananas provide notable examples relevant to the Philippines.
The semiconductor industry has seen initiatives like the creation of the Semiconductor Climate
Consortium aimed at reducing carbon footprints3. Similarly, the global fruit company Dole, which
farms bananas in Mindanao, has announced plans to join the Science-Based Targets initiative
(SBTi). Dole wants to set an emissions reduction target that it plans to reach through, for example,
the use of renewable energy in their operations and improving shipping efficiency36. The next two

34 https://www.mfat.govt.nz/en/trade/free—trade—agreements/free-trade-agreements-in—force/asean-

australia-new-zealand-free-trade-agreement- aanzfta/upgrading-aanzfta
35 See for instance, the ﬁrst report by the semiconductor industry that calculates its carbon footprint at

htt www.semj.or industry-gr semiconductor-climate-consorti and the discussions of how the
mdustry plans to accelerate access to low-carbon energy in the Asia-Pacific region.
36 Dole (n.d.).
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sections delve deeper into regulations and private requirements addressing mitigation and other
environmental issues.

Many large brands including in electronics have committed to greenhouse gas emissions
reduction targets that cover both their own direct emissions and emissions occurring in
the supply chains including in Philippine production sites. The Science-Based Target
initiative (SBTi) is one such initiative. Companies that source from the Philippines like Walmart
participate in the SBTi. The SBTi is a partnership between three international NGOs - the CDP,
the World Resources Institute and the WWF - and the UN-linked corporate responsibility
initiative UN Global Compact. SBTi assists firms to set and verify carbon reduction targets. SBTi
maintains that 17% of Fortune Global 500 firms have committed to set science-based emissions
reduction targets (SBTi 2018). In March 2024, the telecommunications company Globe. was the
first publicly listed company in the Philippines to get the SBTi validation and approval oflts ‘hear-
term and net-zero science-based greenhouse gas (GHG)} emission reduction targéyt;37

o
The Philippines’ exposure to mitigation regulations and requirements;

A country's exposure to mitigation efforts depends on its export por%follo and the nature
of its exports especmlly the balance between supply am{f gwegnand" For example, gold
performance, such as the use of mercury, parncular]y\m artlsanal mmmg Despite these issues,
strong demand makes it challenging to enforce envnronmental standards The export portfolio of
a country is shaped by its national markets and its) partlapatlgg in supply chains. Markets in high-

income countries are more likely to have in place strmgent mitigation regulations. Additionally,
large corporations such as Siemens in Germany, Samsung in Korea, and major retailers like
Walmart in the US and Tesco in the UK are more incliried to implement private mitigation efforts
compared to smaller companies focgsedmmmodlty markets. Table 4.2 shows how the nature
of the Philippines’ major exports and its.export portfolio influence the impact of mitigation
efforts.

Philippine exports vary in thelr exposure to mitigation efforts (see Table 2). Few Philippine
exports rely heavuly/o’g c0untnes and supply chains where such efforts are strongest. Exports
such as gold, coconut\products,}frmts, and fishery products are prominent in high-income
countries, where dlsths\éons on mitigation efforts and environmental concerns are intense. Many
exports, £cludmg copper, gold, and ores, are traded as commodities in anonymous world
markets, obscur{ggggldentlty of the supplier.

Tl}& electromcs industry serves a mix of high-income and developing countries. Philippine
electromcs such as semiconductors, often travel through complex supply chains, with final
product;‘%ssembled using Philippine components in other production centres in Asia. The
mitigation efforts of brands selling these assembled products potentially have an impact on
suppliers in the Philippines. Some brands have announced plans to work with their suppliers
throughout the supply chain to reduce carbon footprints. Additionally, the legislative framework
in end markets, such as EU regulations on energy efficiency, influences suppliers of electronic
components like the Philippines. Chapter 8 will analyze the situation of specific industries in
greater depth.

Table 2 Exposure of major Philippine exports to mitigation efforts

37 Tanner (2024).
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Export Nature of export National market Supply chain

Copper Strong demand because of Mainly China (44%) and Commodity
electrification developing Asia

Gold High-value commeodity in Hong Kong (45%), Commodity
strong demand Switzerland (37%)

Coal and oil Demand for coal and oil will China (40%) and the rest also Commodity
fall longer term, yet still strong  mainly in Asia. South Korea
in many markets (25%) only major HIC

Ores (nickel, Instrongdemand China nearly two-thirds, Japan Commodity

iron)

Coconut

Fruit

Fishery

products

Electronics

Strong demand as coconut oil
seen as healthy and greener
substitute for palm oil

Highly world

markets

competitive

Mainly high-value tuna

Semiconductors a strategic
product facing rapidly
increasing demand

a quarter.

Mainly HICs (EU 46%, US
20%)

A diverse mix of HICs and
developing countries led Japan
{33%) and China (27%)

Mainly HICs (EU 25%, US*Zl%
Japan 16%) ;

Diverse portfolio, mainly, US

other Asian countries
S5

Commodity g procured by
branded sand ngn-branded
companies

Branded®foods in upply
schains dominated by big
agribusiness companies

N§i1 branded product
procured by companies like

Supply chains controlled by
EU, China, Hong* Kongtand

large, branded companies
catering to all countries

Notes: HIC: High-income country.
Source: Trade Map and author’s own compilation.

Market access conditions

The EU is a significant market fof, Phlhppmer exports, making EU regulatory developments
crucial for Philippine exporters The El;,mﬂuences Philippine exports through four main
channels (see Box 1):

1. Direct market influence: :‘Sxp;o’rts like coconut and fishery products are predominantly
sold to EU countries.
2. lndire%m,arket infliienCe: Exports like electronics often reach the EU market after

assembly in'other*Asian countries.

Corpor%%? mﬂuence EU-based companies, such as Siemens, dominate complex supply
chains, 1mposmg private mitigation requirements on Phlllpplne exports.

4., Rggulatory influence: The EU leads in developing regulations on mitigation and
%rdnmental concerns, inspiring other national markets to adopt similar policies.

Box 1:EU Green Deal and implications for the Philippines

In 2019, the European Commission launched the European Green Deal, the EU’s long-
term growth strategy with significant implications for all exporters to the EU. The Green
Deal aims to decarbonize the EU and ensure environmental sustainability, including trade with
countries like the Philippines. This initiative marks a shift towards environmental
sustainability as a transnational regulatory force. A key component of the Green Deal is the
Carbon Border Adjustment Mechanism (CBAM), operational from October 2023. The CBAM
imposes a carbon cost on imports of certain goods, levelling the playing field between EU
producers and global counterparts. Additionally, the Ecodesign for Sustainable Products
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Regulation, agreed upon in December 2023, sets sustainability standards for products sold
within the EU, including digital product passports and prohibitions on destroying unsold
goods.

Further legislation supports circular economy goals, such as the draft ‘Right to Repair’
directive and updates to the industrial emissions directive. Another directive combats
greenwashing by requiring substantiation for green claims like "50% recycled plastic" or
“climate-neutral.” While the exact formulation of these requirements remains uncertain,
exporters can anticipate varied performance and information mandates across different
product groups. Key sectors affected may include clothing, plastics, and food.

The Regulation on Deforestation-Free Products (EUDR), which applies_';@?fom 30
December 2024, mandates that exporters of seven commodities and selectedyderived
products (cattle, cocoa, coffee, oil palm, rubber, soya, and wood) prove their goods4do not
contribute to deforestation. For exports from the Philippines, the palm oil andtsoy’Sectorgsggow
the highest exposure rates, with 23.21% and 19.47% of exports respegctively.

Figure 1 Exposure of the Philippines' exports to the EUDR
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https://tradébriefs. intracen.org/2023/11/spotlight

roen

The Gree{I Deal’s” sustainability requirements present both challenges and
opportumtles Exporters must engage with the entire lifecycle of their products, focusing on
reuse; apepairrand recycling. While this demands significant changes, it also offers avenues for
innovationkand improved supply chain positioning. The Philippines has a relatively high
capacity for managing complex requirements exemplified by its electronics industry which is
part of supply chains where quality control, technological innovations, and the proper
development of human resources are key. In an evolving landscape where supply chain
management become an asset in competitiveness, countries like the Philippines may gain an
advantage.
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Responding to mitigation efforts in the Philippines’ export markets

The Philippines can address the risks associated with tightening market access through
several strategic approaches. Firstly, by enhancing the capacity of operators to comply with
new regulations and buyer requirements. This can be achieved by investing in renewable energy,
improving energy efficiency, and promoting sustainable agricultural practices“tg_reduce
emissions. For instance, the Department of Trade and Industry's Promotlgvg‘ of Green Economlc
Development (ProGED) program helps MSMEs adopt climate-smart and envnronmental fnendly
strategies, enhancing their competitiveness through the green value, chain approach38 As
discussed above, responses to CBAM under discussion mclude developm%}carbon pricing
schemes and investing in renewable energy capacity. AR

Secondly, the Philippines can actively further engage in dlscusswns about new market
regulations and requirements. Participation in thﬁorld\’frade Organization (WTO)
discussions can help advocate for fair trade pract:&‘es and §ichallenge measures that may
disproportionately affect developing countries. zhe Phnhppmes trade agreements increasingly
incorporate environmental provisions, suchgas under PJEPA and AANZFTA. Calls for further
updates have been made regarding BJEPA, amongst other things with environmental
provisions?®. The ASEAN Trade in Goods Agreem% (A1‘IGA)“'0 and the Regional Comprehensive
Economic Partnership (RCEP)# do currently?,not include substantial language or disciplines on
sustainability. The ASEAN - China, FTA\(ACFTA) upgrade negotiations have been launched in
2023 and are aiming to cover,greas ofs_mutugl interest, such as digital economy, green economy,
supply chain connectivity, Micro, Small énd Medium Enterprises (MSMEs), among others.*2

The Philippines is also»axmem\t\)er of the Asia Pacific Economic Cooperation (APEC) that has
adopted a decnsnon:mandatmg its; imember economies to reduce tariffs to no more than 5% on a
list of 54 env1ronmental goods‘*3 The recent 2018 Philippines-EFTA Free Trade Agreement does

include a dedicated chapte\;r;on trade and sustainable development that:

- Eééambl&hes the énvironment must not serve as an excuse for protectionism.
/é‘Emphasue ‘that the Parties shall uphold their levels of environmental protection to
deve op trade or attract investment.
Commlts the Parties to the effective implementation of muitilateral environmental
agreements
- Facilitates trade in green goods and services.

38, https://www.dti.gov.ph/faps/proged/promotion- -of-green-economic-development-proged/
39 The Philippine Department of Trade and Industry (DTI) writes that the Philippines pushes for the resumption of the
general review of the PJEPA, emphasizing that the rather agmg 2006 agreement should be expanded to include,
amongst other things, issues of sustainability, see https: .

trade-investment.
40 The EU-ASEAN Business Council (2022) recommends that the current ATIGA is updated to include provisions on
sustainable development and environmental protection.
41 See the discussion of the envnronmental NGO, the Center for Enwronmental Concerns at

2 https://asean.org/asean-china-announce-acfta- -upgrade

43 See the Philippines’ implementation plan for tariff reductions on environmental goods available at
WWW. rg/grou mmittee-qQn- -and-inv nt/apec-econgmies-implementation-plans. Only 6 tariff

lines had tanffs above 5% prior to the adoption of the APEC list. These six were 8404.20.00 (condensers for steam) at
10%, and 8417.80.00A (waste incinerators) and 8421.21.11 to 23 (various machinery and apparatus for water
filtering), which were at 7%.
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- Promotes sustainability in the trade of forest-based products

The Philippines-EFTA FTA, however, does not contain specific penalties for noncompliance. New
trade agreements may include more explicit and stringent environmental provisions. The
. increased use of environmental provisions is exemplified by the second Protocol amending
AANZFTA, Regarding theresumption of the negotiations of a free trade agreement between the
EU and the Philippines in March 2024, it has been announced that the new FTA must include
robust and enforceable disciplines on trade and sustainable development in line with the June
2022 EU review of such disciplines in the EU’s trade agreements. The EU’s first appllcanon of
this new approach to trade agreements is the conclusion of the 2023 EU- Kenya Economlc
Partnership Agreement. ;‘*% . & %\{
Thirdly, the Philippines can link trade agreements with bulldmg »supply capacnty As
importing markets introduce challenging environmental regulatlons Phlllppme exports need
increased capacity to comply. Trade agreements can include prowsmng that “ensure trade
continues by providing trade-related assistance to meet such regulatlons/*Thls:approach helps
exporters adapt to new standards and maintain markef” a access whlle enhancmg their
competitiveness and sustainability practices. The EU is already engagmg in capacity building
efforts within sustainable development in the Phlhppmes ln’September 2023 the EU announced
a green economy initiative like the elaboration of the Phlhpplne c1rcular economy strategy with

a budget of €466 million fmanced by the EU and aqserles ofﬂndmdual EU countries*s.
o-"" o

Fourthly, participation in international standard settmg can contrlbute to ensuring the
development of environmental standards a%rggd measurement methodologies are equitable
and consider the unique c1rcumstances ot developmg nations. The Philippines may
participate through the Bureau of Phlllppme>5tandards which is part of the Department of Trade
and Industry, and which serves a8’ the Natlonal Standards Body (NSB). It is a member of ISO and
other international standardlzatlon%f) dles@*’and participates in developing new sustainability
standards, methodologles«‘\and conformlty assessment measures, although constrained by
financial, technologncal,\and human*resources

44 v,
regions/philippines /eu-philippines-a reement en.

5 https:[[ec.europa.eu[commlssmn[presscorner[detail[en[IP 23 4023.
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6. Mobilizing trade for climate resilience building

Building resilience against climate change in the Philippines is critical due to the country's
high vulnerability to natural disasters and extreme weather events. Positioned in the Pacific
typhoon belt and the "Ring of Fire,” the Philippines experiences frequent typhoons, earthquakes,
and volcanic activity, making it one of the most disaster-prone countries globally. Climate change
exacerbates these risks by increasing the intensity and frequency of such events, threatening
lives, properties, and economic stability. The World Bank estimates that climate change could
reduce the Philippines’ GDP by up to 7.6% by 2030 and 13.63% by 2040 based on extrapolations
of the destruction caused by past typhoons?,

The Philippines urgently needs to implement resilience strategies jto‘saféguard its
development and achieve its goal of reaching high-income country status by;go‘;s Capltal

intensive sectors, with their expensive plants and equipment, are partlcularly vulnerable to
climate change-induced events like typhoons. The production mfrastru_ctu;je resp@nsnble for the
Philippines’ largest export item, semiconductors, exemplifies this vulnerab’ili’themnconductor
production facilities are highly costly, sensitive to destructlonﬁ;qﬁ‘d Imkgg with complex global
supply chains susceptible to disruptions caused by extreme weg{ther,events The World Bank
predicts that labour productivity will fall across all sectng“’slg also highlights the key role of
adaptation, which it projects can reduce potentlal osses by two-thirds. Without proper
adaptation, agricultural production might fall by 2% by\2030¢and 6% by 2040, necessitating
increased food imports.

Barriers to trade in climate-related s and servuces that hinder technology transfer

Barriers to trade in climate- re W \ gs*and services, such as tariffs, restrictive
regulations, and lack of harmo% d?\ dirds, hinder technology transfer. These obstacles
impede the global dissemination ofyin nov\%gve solutions essential for climate mitigation and

adaptation, slowing progress toward “achieving environmental sustainability and combating
climate change effectively’™

The trade in cllmate-related éoods and services may be impacted by both tariffs and non-

tariff measures (NTMs]%mwt tariffs are the most visible of all trade barriers. They have also
been steadily, declmm;f?énd are also duty free for many goods including in the context of
preferential trade agreem%ts and free trade agreements. NTMs include all other measures
beyond the apphcatlon of ordinary customs duties such as local content requirements that
requiresithe use of domestically manufactured components including as a pre-condition for
avallmg of stbsidies and incentives; non-automatic import licensing procedures; standards,
techmcal*«rgogulatlons, and conformity assessment procedures; labelling requirements; and
subsidies, among others (see Table 3)47. Quite often NTMs such as regulations and standards are
undertaken to meet legitimate objectives such as quality, safety, health, and environmental

protection but can become non-tariff barriers (NTBs) if they are designed or implemented in an

arbitrary manner, is discriminatory or unduly restricts trade.

4 World Bank (2022).
47 WTO (2022).
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Table 3 Examples of non-tariff barriers to climate goods

Non-taritf barrier Examples

Standards, technical regulations and Grid- access resinciions (e.g. tinefy connection to the grid, reilable use of the grict under
labelling requirements reasonabie teMs ana conditions, enabiing market and NEwork rangaments (of renewable
encrgy sources - Incuding balancing senvices, cunaiment rues, etc.).

Efficiency or energy labefing for LED Ighting and other household iems,
Technical requiremertis for wind turbines, policies on aftemarve refrigerants and green

| hyarogen standaras.
Conformity assessment procedures, Contormity 2588SMGnt (or Solar panels, etactnc vEnicks and N3l puMP (st Procedures (of
product testing and certification markel access.
| Local content requirements Requirement 10 US2 I0C3l Procuced Wind IWbINeS (0 be eigibie 1or teed-i tEMNS,
d
Export-related measures (subsidies, Dual pricing, axport monopolies, axport taxes, fiscal (axes on axpons, MINFTWLM expon
licenses or quotas) prces, VAT tax rebate withdrawal, restrictions on customs clearance paints, imited kcensing

of export faciites (e.g. under environmental nues), qualited exporters ksl etc.
Exponmmnyaogmtonnkemnlsmwsedmmeamslmsuy.

A govermment subsiay [0 a paricutar 0oMeSIic NGustry makes those gooas cheaper 1o
produca than In {oreigh markats,

Government procurement procedures Rutes thal cas 1or spectat requerements to proviae goods or SEces [0 Siate-controtag
entities, pardcutanty In the rencwable energy sector.

Customs procedures, including licenses | Dificufty o slowness In odtalning Import Scense for sotar PV systems,
and other permits |

Infringement of intellectual property New renewable energy technology Is copled In impordng couniry without a cense leading a
4 {0 Imit sates I that mankey.

&7 Dy
Source: WEF (2022). A \?\M

Domestic policies can restnct\trade m services to promote greater employment for
nationals, restrlct ﬂows of mlgrant labour or protect domestlc firms. In addmon, measures
of foreign service provnders tO\a country s marketand can also restrict trade in climate mitigation
and adaptation semces under GATS Mode 3 (commercial presence) and also constitute an
investment restnctlon lmmlgratlon restrictions such as cumbersome visa requirements can also
hamper the moveme}t of\skllled personnel to deliver climate services such as installation and
maintenange o\f renewable energy plants in countries where such personnel may be lacking#.
Fleldwork specific:to the Philippines is required to determine if the potential problems listed here
ar 1ndeed present in the country.

The Phlllppmes can mobilize trade to contribute to resilience strategies. Trade policy
discussions have been ongoing for years following APEC's successful attempt to liberalize green
trade, defined as 54 goods on a list agreed by APEC in 2012, and an unsuccessful attempt by a
group of WTO Members to create a plurilateral agreement entitled the Environmental Goods
Agreement (EGA). The policy literature provides a foundation for these initiatives, exemplified by
De Melo & Solleder (2020), who find that developing countries have a strong interest in green
liberalization, especially if the list of goods to be liberalized is expanded beyond the original APEC
list. Another avenue to mobilize trade is to examine how trade flows assist the necessary
technology transfer to build resilience. Trade flows can enhance climate change resilience in the

48 WEF (2022) and Bellmann (2022).
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Philippines by facilitating access to advanced technologies and diversifying economic activities.
Importing, for instance, climate-resilient crops and renewable energy equipment can help the
country adapt to climate impacts, reduce vulnerabilities, and promote sustainable growth.

The Philippines plans a large-scale expansion of the production of renewable energy. The
renewable energy sector in the Philippines comprises geothermal resources, solar, wind,
hydropower, and biomass. The government encourages foreign investment and has revised its
regulation under the Renewable Energy Act to allow 100% foreign ownership of; renewable
energy project, removing the previous 40% cap*®. This policy aims to attract moreforeign capital
and expertise to accelerate the development of renewable energy infrastructure and achieve
targets of 35% renewable energy by 2030 and 50% by 2040. The Ph:hppmexDepartment of
Energy has implemented policies to encourage both domestic and foreign private mvestment
aiming to drive growth in the industry and reduce reliance on costly%:gy imports. These
policies include renewable energy portfolio standards, net metenng, green energy
options/auction programs, and the renewable energy market“ttading Systemse, Additionally,
partnerships and trade agreements with countries like Japan andnother%qSEAN members are
being pursued to foster investment and collaboration in thearenewable eénergy sector, as well as
opening the sector to full foreign ownership.s!

In fostering a strategy to enhance technology tran$ferjfor renewable energies, the
Philippines could adopt a holistic approa’;r?hat addrésses both trade and non-trade
barriers to the import and application of fo f‘%elgn technology. The Philippines has relatively

tow tariffs on renewable energy technologlesan\ «components.

%5

Subsidy reform to help the climate it

Trade-related rules can help advancechmate action and technology transfer through
reforming fossil fuel subSIdles There as/aybroad consensus on the need to remove or at least
N

reduce fossil fuel subsidies as: theybdastort markets, send the wrong price signals to users, widen
fiscal deficits in deve]opmg economies, and discourage the adoption of renewable energies. The
Philippines has a hlstory ofsuccessful fossil fuel reform. In the late 1990s, the country phased out
most consumer energy subsndles particularly in the downstream oil and electricity sectors. This
reform has been r?famtamed despite occasional pressures to reintroduce subsidies. The
Philippines,continues to manage its energy market with higher prices and targeted support for
vulnerable consumers. These efforts have involved transparent communication about price
cha‘-ﬁges agdgc%ntinuous evaluation of the costs and benefits of reforms through independent
panelss?:

A second area of action is to use subsidies to further climate change mitigation and
adaptation goals. Many countries apply a ‘green industrial policy’ promoting the production and
consumption of products like renewables. Many countries are also concerned that excessive use

49 Investment Pohcy Monitor (2022)
; . k

r n wable-en .
52 Mendoza (2014).
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of incentives like subsidies will undermine the international trade systems3. 5¢ The Philippines
has made semiconductors and renewables priority sectors with a desire to move into higher value
segments for semiconductors and to boost the production of renewable technology aiming both
at exports and at increasing domestic production of renewable energy 55

A third area, particularly relevant to agriculture, could be to allow payments for activities
related to mitigation and adaptation. Such activities could be changes in practices, services, or
production methods as in climate-smart agricultural practices. These payments could act as a
market driver for the uptake of these goods and services, with some funding commg\t;rom a shift
away from carbon-intensive agriculture. It is essential to ensure that such “ green’ subsndles do
not distort markets or impede fair trade in the long term.

Technical regulation, standards and labelling to promote technology transfer

Technical regulations and standards can promote technology&transfer by ensuring
compatibility and interoperability between imported and local technologiés. They establish
a common framework that facilitates the adoption of forelgn 1nr§ovat1§ns, reduces technical
barriers to trade, and enhances product quality and safety ThlS paves the way for foreign
technology providersto enter new markets and collaborate effec\nively with local firms. One of the
outcomes of COP28, the Technology Implementation Programme (TIP), could support this
approach going forward. This is an arena the Philippines coulg,further engage on the multilateral
level.

The International Renewable Energy Agency (lRENA) points out that building and utilizing
quality infrastructure is essential-for. wﬂ!ﬁ effective deployment and integration of
renewable energy technologles( Thexgquality ‘infrastructure encompasses the activities and
facilities necessary to establigh, lmplement,}and maintain technical regulations and standards,
such as metrology, testing,, eert:if cation; ‘evgd accreditation.

Philippines policy documents emphasnze the role of quality infrastructure and links it with
trade. The Philippine D}velopment Plan (PDP) 2023-2028 emphasizes that the Philippines’
quality mfrastructur%sshould&télte a dynamic industry ecosystem and the National Export
Development’Plan (NEPD)*ahgns with the PDP. The PDP specifically states that the Philippines
should expandslts quallty infrastructure and adopt international standards and certifications. The
PDP sees the current quality infrastructure as fragmented and difficult to use for local
manufa%"turers seeklng to comply with global standards. The PDP recommends the development
ofa’ Phlllppme ‘quality infrastructure law that shall harmonize the country’s standards, technical
regulatlons,\metrology, accreditation, and conformity assessment procedures, packaging, and
labeling to be at par with international standards. Furthermore, the government shall launch
information campaigns targeting MSMEs about quality infrastructure issues such as the benefits
of accreditation and conformance to international standards

53 See the overview provided by UNEP at ://www.unep.org/ex -topi n- what-we-
conomic-and-trade-poli reen-industrial-policy and the more discussion of when and how to use green
industrial policy in Fay et al. (2013).



httDs://www.bworldonline.com
https://www.uneD.org/exDlore-tooics/green-economy/what-we-

The value for companies in technology transfer

The transfer of technology to enhance resilience offers substantial environmental benefits
and is underpinned by a robust business case. Implementing energy-efficient technologies in
semiconductor fabrication plants {fabs) can cut energy costs, with potential savings of 20 to 30%.
This includes optimizing processes such as air-conditioning and process-cooling water systems
requiring access to foreign technology and knowledge often transferred as packages of goods and
services. Such efficiency improvements not only reduce operational costs but also align with
increasing global regulatory pressures to lower energy consumption, thereby enhancing both
economic and environmental sustainability. Adopting these advanced technologiegscan offer a
competitive edge, improve profit margins, and ensure compliance with environmerital standards,
making it a prudent investment for long-term resiliencess. *

56 Chen, Gautam & Weig (2013).
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7. Challenges and solutions at the sectoral level

Renewable energy

The Philippines stands at a critical juncture in its energy transition, with significant
potential for renewable energy (RE) to drive sustainable development and offer new
export opportunities. The Philippines’ substantial untapped renewable energy resources,
including significant geothermal potential, position it well to develop an export industry for
renewable energy products and technologies, potentially boosting the economy through green
energy exportss? { .
Furthermore, the Philippines is poised to leverage solar energy due‘(fﬁ\t\s\geogr,aphical
advantages and declining solar technology costs, fostering a robust solar power; industryss. As of
2020, renewable energy sources account for approximately 34% of the country«s*total energy
generation capacity. G

Geothermal energy and biomass are responsible for, respectwely,48% and 47%, while hydro,
solar and wind only account for, respectively, 4%, 1%, andx1945% Fure‘émcreased green energy
production would also lower the country’s energy bill.as renewable energy in the future is likely
to be cheaper than fossil fuel and may help the Philippines attract forelgn investments as many
multinational firms locate production based on.suppliers’ ability to contribute to the firms’ own
commitments to reduce the carbon footprints;of theiﬁoperations“.

The Philippines National Renewabl‘g Energy Programme (NREP) 2020-2040 sets
ambitious targets for renewable energy development. The NREP has a target of a 35 percent
share of renewable energy in the power~generatlon mix by 2030 and a 50 percent share by 2040
while reducing the use of coal. These~targgt‘s%v1]l enhance energy security and reduce greenhouse
gas emissions thereby help,meeting the\'l{};lilippines’ NDCs. Furthermore, the NREP aims at:

¢ Increasing geotherma'l‘capaci't“f by 75%.
* Increasing hydropower capac;ty by 160%.
. Dellvenng an add1t10nal*277 MW of biomass power capacity.
. Commlssmmng@ 345 MW of additional wind power capacity.
¢ Increasing solag power capacity with 284 MW and working towards a more ambitious
Atarget of<1;528MW.
Mbveloping the Philippines’ first ocean energy facility.

In total, the:NREP sets a target of nearly tripling the Philippines’ renewable energy production by
20306 This expansion necessitates both investments in green energy production and
investments in supporting infrastructure like the upgrading grid infrastructure to handle the
increasing share of renewable energy.

Trade has an important role in contributing to the Philippines’ sustainable development
as renewable energy technologies, components, and services are to a large extent
imported. Transitioning to green energy not only addresses the dual challenges of growing

57 World Bank (2023): Philippines Economic Update: Securing a Clean Energy Future. June 2023, Washington DC:
World Bank.

56 Bob Shead {2017): Solar Power Industry in the Philippines. Op-Ed posted in aseanbriefing.com on 27 June 2017.

Retrieved on 11 June 2024 from htips://www. ageanbriefing.com/news/sqlar-power-industry- -philippineg.

59 IRENA (2023).
60 World Bank (2023).
61 NREB (2022).
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b
energy demand and transforming the fossil-fuel-based infrastructure but also improves public
health by reducing air pollution. The government recognizes the need to build a robust
foundation for this energy transition, emphasizing the importance of overcoming implementation
bottlenecks, enhancing grid capacity, and ensuring a reliable energy supply. Trade policy
instruments like engagement in multilateral and regional trade fora may support the application
of renewable energy as may institutional innovations and specific investments.

The Philippines has significant potential to develop an export industry for components of
solar, wind, and geothermal energy technologies. However, the country lags behind regional
leaders such as Viet Nam. While Viet Nam has recently expanded its production of solar PV
components (partly established Chinese firms escaping US trade restrictions on Chihese-origin
solar PV modules), the Philippine industry is small and largely specialized in oneSegment of the
value chain, cell manufacturing where the company Maxeon Solar Technologies hasta,limited
production in the Philippines. In an assessment of renewable en€rgy nganufa,etﬁring
opportunities for Southeast Asia, the Asian Development Bank (ADB) identifies supporting
measures for the development of a Philippine solar PV industry as illustrated in Figure 8.

Figure 8. Potential support for the development of a Phili%pirﬁl% PV so{ar ilfﬁyustry

IDlmension Priority Mechanisms Public Stakeholders Private Stakeholders I
Increase the Designate zones for solar PV Philippine Economic Zone Existing Manufacturers: Maxeon
ease of -manufacturing with conducive Authority {Agency of DTI) Prospective Manufacturers:
doing industrial and  import/export Trinasolar, Longi, Jinko, Green Wing,
business policies JA Solar, Canadian Solar, BoViet Solar,

Dehui
Reduce complexity of the customs Department of Trade and Industry ~ Solar PV Developers: Acen, Aboitiz
process Power, Terra Renewables, Pavi
Green, Citcore, San  Miguel
Corporation, Solar Philippines, First
Gen, Meralco
Enhance Attract established solar Philippine Council for Industry, Existing Manufacturers: Maxeon
production  manufacturing players to invest in Energy, and Emerging Technology Prospective Manufacturers:
factors local manufacturing  facilities, Research and Development (DOST- Trinasolar, Longi, Jinko, Green Wing,
facilitating on-the-ground transfer PCIEERD) }A Solar, Canadian Solar, BoViet Solar,
of operational excellence and Dehui
technology
Partner with industry leaders to Commission on Higher Education  Local Academic and Research
establish training programs to Institudons: MREC, TIP, Philippine
upskill workers in designated solar Energy Research and Policy Institute
PV manufacturing areas Prospective Partner Academic and
Research Institutions: Shanghai Jiao
Tong University, Southeast
University, SERIS
Reduce cost to OEMs through Department of Finance Existing Manufacturers: Maxeon
financial incentives (eg, tax Prospective Manufacturers:
benefits, subsidies, grants) and/or Trinasolar, Longi, Jinko, Green Wing,
provision of resources (e.g, JA Solar, Canadian Solar, BoViet Solar,
land/building/other Dehui
infrastructure)
Increase Accelerate investment in expansion Department of Energy NREB Solar PV Developers: Acen, Aboitiz
local market of grid capacity to enable higher Power, Terra Renewables, Pavi
potential renewables penetration Green, Citicore, San  Miguel

Corporation, Solar Philippines, First
Gen, Meralco

Source: ADB, Bloomberg Philanthropies, ClimateWorks Foundation & Sustainable Energy for All (2023):
Renewable Energy Manufacturing - Opportunities for Southeast Asia. Manila: Asian Development Bank (ADB).

Annex 2 and 3 explores the trade profile of the Philippines in solar PV and wind and the market
access barriers for importers and exporters. These findings are summarized as follows:
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s The tariff structure indicates a clear preference for importing solar PV modules and
associated components from China, Japan, and Korea. The zero preferential tariffs for
these countries are likely a result of the ASEAN trade agreement. The tariff policy appears
designed to promote renewable energy adoption while using trade agreements with
regional partners to reduce costs and ensure a steady supply of critical components from
key partners.

* Philippine exporters of solar PV have to navigate a complex regulatory environment,
especially in stringent markets like China. Understanding and complying with these
requirements is crucial for successful market entry and competitiveness. Regional trade
agreements and international standards play a vital role in facilitating smoother trade and
reducing regulatory burdens.

®  With respect to wind components, zero-tariff agreements in ASEAN ﬁRCEP\AANZFTA' and
other trade agreements reduce the cost of importing key wind system coniponents, thereby
encouraging the adoption and development of wind energy projécts Wlthl\

n; the country.
L
® The generally low to zero MFN duties faced by the Phlllppme wind ehergy’systems exports

in Japan, Mexico, Germany, and the United States (under “Certaint %gndltlons] provide a
competitive advantage. These favourable tariff conditionszhélpreduce export costs and
enhance the price competitiveness of Philippine w’i\rgg\}%ygtem components in these
markets. : 3 Y

e The preferential tariffs, especially the 0%;rates offér’ed by China for ASEAN countries and
the GSP benefits in the United States, sﬁhow agreements play a vital role in lowering trade
barriers and supporting the Philippines in accessing key markets at reduced costs,
thereby enhancing export opportunities: ¥

e Thedetailed import requiremﬁﬁéﬂggﬁﬁe Philippines' commitment to maintaining high
standards for wind energYQ&omponents The rigorous licensing, labelling, and technical
regulations ensure that(only fitgh-quality and safe products enter the market, supporting
the country's renev"v{able energy\“‘goals However, the stringent requirements could pose
challenges for exporteis: needmg to comply with these complex regulations.

s The Philippiries’ exportersface relatively low barriers with minimal NTMs in Japan, whilst
the United Sté‘tgg’%é“hnahy, and China have stricter NTMs in place.

Mining and minerais&gxp;orts

Trade and‘climate change interact in complex ways in the Philippine mining and mineral
export sectors. The future demand trend is to favour mineral exports critical in the green
transmoﬁhke ‘copper and nickels2. Fossil fuel exports like Philippine coal and oil face a long-term
decline in demand Another environmental aspect is that mining faces increasingly stringent
env1r0nmental regulations and private buyer procurement codes due to the environmental
concerns associated with extraction.

Figure 8 illustrates the markets for the Philippines’ exports. China, South Korea, and Thailand are
responsible for about three quarters of total exports.

Mineral exports like nickel and copper ore, and derived products like copper items on the
other hand benefit from the general demand shift towards renewables. Copper in particular
is indispensable for the electrification of green economies based on renewable electricity from

62 IEA. 2021. The Role of Critical Minerals in Clean Energy Transitions. World Energy Outlook Special Report.
International Energy Agency (1IEA).
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solar, wind, hydro and other green sources. The main ores exported are nickel, copper, and iron.
China is the dominant buyer, followed by other Asian countries, Japan for ores, and Thailand, Viet
Nam, Malaysia, and Indonesia for copper products. High income Western markets are absent,
which may reflect that these products are used heavily in local construction in the main markets,
but also that the Philippine products may be incorporated in intermediate products in the
immediate markets in Asia to be included in final products for other export markets including

high income ones at a later stage.
N
Mineral exports lack the branding found in manufactured goods like clothmg and

electronics or foods like bananas, making it difficult to trace envnronmental credennals
through their complex supply chains. Yet, first initiatives are emergmg\m this market For
example, Indonesia, launched SIMBARA, an online tracking system in 2022, ﬁrst only covenng
coal, and is currently expanding its coverage to nickel and tin shlpments 8. \/

Mining activities in general and in the Philippines too often, have a negatlve impact on the
environment. The Philippines is a mineral-rich country, yet mmmg is resmcted due to previous
negative environmental impact, illegal operations, and mlsmanagemem: accordmg to an ongoing
project by the UK Natural Environment Research Council (NERC) and/the Philippine Council for
Industry, Energy, and Emerging Technology Research and Development This project seeks
sustainable solutions that benefit the economy\and local llvehhoods and minimise negative
impacts on the environments+. ’ b
L N

The global mining industry has stated_ that Jtis seekmg to improve its environmental
practices. Table 8 presents the pledges | to r%ducecarbon emissions made by the twenty biggest
mining companies regarding the, three types ~of emissions defined by the Greenhouse Gas
Protocolés. These three types are Scope 1‘and 2 emissions (covering a company’s own emissions
and indirect emissions the generanon o/f /p/urchased electricity, steam, heating, and cooling
consumed by the company) and S__gop)e/B emissions (covering other indirect greenhouse gas
emissions that occur/m the company’s value chain). The table shows that most companies have
sizeable commitmerits for Scope 1 and 2 in the short term with some aiming for carbon neutrality
in the long ter;p, ‘but most struggle with making commitments for Scope 3 even in the short term.
Table 8. The top 20 global mining companies’ CO2 emission reduction pledges

OIS ;i

Company Scope 1 and 2 Scope 3

2021-2030 Long term 2021-2030 Long term
vale 33% 100% : 15%
BP0 T loow © 30-40%* .
Rio Tinto -  30% 100% 15% .
Glencore - 0% 100% 40% 100%
i-‘reepon-McMoRan >5% . - -

Codelco {Corporacién Nacional del Cobre) 70% - - - -
- Fortescue Metals Group 26% 100% - -

53 https://www.reuters. com/markets/commodities/indonesia-launch-nickel-tin- -online-tracking-system-next-
week-2024 07- 18/

55 The Greenhouse Gas Protocol (GHG Protocol) is a partnership between the World Resources Institute (WRI) and the
World Business Council for Sustainable Development (WBCSD).
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Norilsk Nickel 25%* - - .

| Barrick Gold 10% - - - ]
Southern Copper - - - -

Newmont 30% 100% 15% 100% ]
Hancock Prospecting - - - -

|KGHM Polska Mied? - - - . |
Teck Resources 33% 100% - -

[AngloGold Ashanti - . - - ]
First Quantum Minerals - - - R

{Zijin Mining Group - . ; X ]
Anglo American 30% 100% - -

[ Sibanye-Stillwater 27% - - - |

Mitsui 50% 100% 50%
Note: * intensity target. Source: IEA (2021), page 203.

Gold mining is also a major activity in the Philippines. Phlllppmegold lmng is dominated by
artisanal and small-scale mining which employs an est;mated*sgﬁé?ooo miners in more than 40

G

provinces (out of 81). 70% of gold extracted comes fromyartisanal and small-scale miningss. Gold
mining is associated in considerable concern.about pdor e§vironmental practices. In the
Philippines, the Artisanal Gold Council implements a project‘to manage the use of mercury for
gold extraction. The project was launched. in 2019 atitwo pilot sites: Sagada, Mt. Province, and
Paracale, Camarines Norte’. As illustratéd in*Eigure 11, Philippine gold is mainly exported to
Hong Kong that buys nearly half of totaliexports and Switzerland that imports about a third and
a few other countries. Internatignal gold markets have been insensitive to environmental

concerns and the origin of thegold is’often 1}nknown to end-buyers.

The nexus betweeénitrade andlimate change in the Philippine agriculture and fisheries
sectors presentsthgoth constramts and opportunities. Exporters face stringent regulations and
private buyer, requlrements in foreign markets due to climate change and environmental
concerns,"g g compliance with sustainable practices and certifications, which can be challenging
for smAll:scale producers. However, there are opportunities to enhance market access as through
cemfymg su}tamable products. Trade can be mobilized to increase climate change resilience

exemphﬁg?%y the import of crop varieties more resistant to climate stress.

The challenges and opportunities that climate change create in export markets vary by
target market. Figures 12, 13 and 14 present the markets of, respectively, coconut products,
fruits, and seafood. High income markets have the most demanding regulations and private
requirements for climate change and other environmental attributes. About three quarters of
coconut products exports target such markets. Fruit exports, like the dominant banana exports,
are more diversified. China is responsible for about a quarter of total demand, high income

66 h;;gs:[[www.plgngtggld,ggg[nhilippmgg
67 https://www artisanalgold.org/philippines.
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countries for about half, and a large variety of diverse countries for the rest. Seafood exports are
again more concentrated in high income countries.

Coconut products are subject to debate about its environmental impact. Tropical products
like palm oil are part of the coverage of the EU’s Deforestation Regulation, but coconut oil is not
included in this regulation. Yet, some observers including a 2020 study by the UK University of
Exeter say that coconut oil may be more harmful than palm oil for biodiversity because it
threatens more species per litre of oil produced than other vegetable oils including palm oil partly
because of deforestation®. Such studies and doubts about a product’s environmental merits may
impact regulations and private buyers’ sourcing behaviour. This study is based on a case study in
Borneo. The Philippines may produce its own information and work .Eﬁomv‘vards_&ensurmg the
sustainability of its coconut products. Work in the Philippines has been ongoing through a GIZ
implemented project on the certification of sustainable coconut oil production in collaboration
with big buyers like Barry Callebaut, Cargill, Friesland Campina, |DE Peet’s, Nestlé, Procter &
Gamble, and Unilevers?, UN Trade and Development has also studied the potentlal use of organic
certification of Philippine coconut oil7°. "@' L U

K

B

el

3
e

& B
Fruit exports are dominated by large companies. The ;;esence of large players may make the
integration of climate change and other environmental concerns easier due to these companies’
resources and expertise. Furthermore, large _lgvompanigs are more exposed to bad publicity if
engaging in unsustainable production and trading practices. Banana exports face a diversified
portfolio of markets, some of which can be expected to tighten environmental demands. The
European Union's (EU) Green Deal and Farm to Fork strategy, for instance, require stricter
environmental standards for agricultural imports, including reduced pesticide use and
sustainable farming practic&s. This may in the future affect Philippine banana exporters, as the
EU may formulate more stringent import regulations based on these stricter environmental
demands. Philippine «rvpan;go exporters targeting the Japanese market must already today obtain
certifications such as Godd Agricultural Practices (GAP) and Hazard Analysis Critical Control
Point (HACCP] to meet strlngent food safety and environmental standards.

2

The largelshare of Plnllppmes seafood that is with the EU and the US responsible for about
half makeswxportsxgensmve to environmentally based market concerns. Such concerns
mch{xgde demand for low carbon seafood, attitudes towards sustainable fishery management, and
consfuf)ex: and buyer pressure, for instance, for tuna fishing practices that do not harm dolphins.
The big US buyer Walmart, that uses Philippine canning facilities, has for instance established a
seafood policy requiring all canned light and white tuna suppliers to be sourced from fisheries

that are complying with sustainability conservation measures and either third-party certified as

€8 Meijaard E, Abrams JF, Juffe-Bignoli D & Voigt M, Sheil D. 2020. Coconut oil, conservation and the conscientious
consumer. Current Biology 6;30(13):R757-R758. doi: 10.1016/j.cub.2020.05.059. Erratum in: Curr Biol, 2020 Aug
17;30(16}:3274-3275. doi: 10.1016/j.cub.2020.07.053. PMID: 32634413,

89 See GIZ's project describtion for its 2015-2018 project at Ltp [[www giz.de/en/worldwide/54556.htm]. Cargill

accounts for sustainability efforts in the Philippines at rgill. sustainability/strengthening-
sustainable-coconut-production-in-the-philippines. Another market player AKK, in 2023 held a workshop on
sustainability in the Philippines coconut industry, see https://www.aak.com /news-and-

media/news/Coconut sustainability workshop in the Philippines.

70 Lilibeth Acosta, Elena Eugenio & Jemily Sales. 2019. Assessment of organic certification in the coconut oil value chain
in the Philippine. UNCTAD Project (DA-1617AI): Fostering the development of green exports through Voluntary
Sustainability Standards. Geneva: UNCTAD.
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by the Marine Stewardship Council (MSC) or working toward certification or is included in a
specific Fishery Improvement Project (FIP)"1,

The World Bank outlines how multiple activities may support climate change resilience in
agriculture and fisheries’2. Extending drip irrigation in rainfed areas can boost productivity
and resilience. Expanding crop insurance and finance products for climate-smart agriculture is
an option, as is improving the enabling environment for the private sector to adopt these
practices. Reforesting degraded areas and preventing further deforestation are also key
measures. For fisheries, adaptive management is essential for forecasting fish migrations and
adjusting management measures, including restricting new sector entries. Strengthening law
enforcement to combat illegal, unreported, and unregulated (IUU) fishing, protecting critical
habitats, and regularly collecting scientific data are vital. Researching alternative gear and fishing
methods, enhancing climate-smart design, and improving certification, hygiene, and biosecurity
standards in aquaculture will further support climate resilience andgfegd;fecurlty
it
s

Industrial, Manufacturing and Transport (IMT) "‘g%{ %g %a

The industrials, manufacturing, and transportatlon%wvsectors are leading the green
transition. These sectors are vital in adoptmg@smarter technologles, enhancing service
capabilities, creating resilient business moogelsaglanag \g market volatility, and mitigating supply
chain risks to stay competitive and proﬁtable TheQPhlllppme Department of Trade and Industry
views IMT - encompassing aerospace [alrcraft 1nterlors maintenance, repair, and overhaul),
automotive (electric vehicles), and semlconductors - as a prioritized export cluster’3. The
electronics industry, prlmarllya’drlvenr‘by semxconductor manufacturing, dominates IMT, both by

exportlng semlconductors;,:;mdc supplymgxthem as essential components for the aerospace and

offered a young, well’ieducated and English-proficient population. Eventually, t:he new industry
became thie largest exportlng industry surpassing traditional agricultural industries like sugar
and co\cﬁgﬁnutn 'I'odayr‘the electronics industry contributes about two thirds of the Philippines’
exports. Phlllppme electronics companies engage in both semiconductors manufacturing service
[SMS)%nd electromcs manufacturing service (EMS). SMS - taking up 73% of the market - refers
to the productlon of electronic devices’ semiconductors and components - from design to
assembly. EMS involves the manufacture of electronics products for other companies on contract
basis, including circuit boards, electronics assemblies, and complete systems. According to the
Semiconductors and Electronics Industries in the Philippines Association (SEIDI), the country
also has growing capabilities in design development and original design manufacturing (ODM)7s,

71 https://corporate.walmart.com /policies#seafood-policy.

72 World Bank (2022).

73 Export Development Council (2022): DTI reconfigures export sectors into Industry Clusters. News story published
on ‘http://www.edc.net.ph’ on 8 August 2022. Retrieved on 12 june 2024 from http://www.edc.net.ph/dti-
reconfigures-export-sectors-into-industry-clusters.

7 Dan Lachica (2017): R&D driven Philippine electronics industry. Presentation by the Semiconductors and Electronics

Industries in the Philippines Association {SEIDI) 18 September 2017.

75 Angelica Mapua Cayas, Carla Grepo & Dan Lachica (2022): The Philippines: Your Ally in the Global Chip Race. The

Semlconductors and Electromcs Industries in the Phlllppmes Association (SEID[] Available at:
. il
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Around 500 establishments operate within the Philippines including seven out of the
world’s top 20 makers of semiconductors. Semiconductors, widely used in devices such as
smartphones and televisions, represent the largest export share, mainly sent to China, Hong Kong,
and Singapore while hard drives are the number two product. The Philippines produced about a
tenth of the global semiconductor supply. The sector also imports essential electromc materials,
like wafers, from countries including China, Korea, and Taiwan, and produces consumer
electronics, medical devices, office equipment, and automotive elen:tromcs’6 Flgure 15° depxcts
the main markets of the electronics industry based on two-digit HS codes. Tw chlrds of HS 85
exports are the HS 4-digit Electronic integrated circuits, and parts thereot’ HS S}and 90 spreads
over many 4-digit categories. Markets are very diverse, and end- markets evenamore so as much
of the output is in the form of intermediate products latep ncorporated in’final electronics
products elsewhere in Asia. 4 xg% ;%%
_.-p"

The global semiconductor industry is in rapld developrglentxas new technology like
Artificial Intelligence demand high performing semlconductors Climate change-relevant
technologies like smart technologies, wind turblnes, and solar BV facilities also require advanced
semiconductors. Industrial policy is becommg a major mﬂuence on trade patterns. Recent US-
China trade tensions contribute to global efforts to stiike strategic alliances for strengthening
supply chains, and the US and the Phlllppmes have>rece§f1tly established a partnership to explore
supply chain opportunities. Accordmg&}toéthe,;‘US Department of State, the new partnership will
see the US and the Philippines collaboratmg to explore opportunities to grow and diversify the
global semiconductor ecosystem under th%‘ﬁflnternatlonal Technology Security and Innovation
(ITSI} Fund, created by theaUS CHIPS Act of 202277, This piece of legislation aims to strengthen US
semiconductor manufag_turmg,’«’desngmand research and reinforce the supply chains for American

semiconductors’s, 3:0 % %3&«“
33( \K%%,\ e
Manufacturmg»semiconductors consumes large quantities of energy and water, and often

depends on Hossil fugls‘?%leadmg to worries about its environmental repercussions. To
address these«worrles ithe global semiconductor industry is taking steps towards sustainability
w1th some (but nohall] major companies like the Taiwan Semiconductor Manufacturing Company
J Infme?n and Intel committing to zero emissions and greater use of renewable energy.

Intel - Wthh 1 produces in the Philippines - has committed to net-zero GHG emissions in its global
operations by 2040 and has targeted achieving 100 percent use of renewable electricity as an
interim milestone in 203079, Major industry players within the global industry association SEMI

77 The Creatmg Helpful lncentlves to Produce Semiconductors (CHIPS) and Science Act was signed in law in 2022. The
CHIPS Act allocated $53 billion in federal incentives for domestic semiconductor manufacturing and research and
development. According to the Council of Foreign Relations, this act is intended to relocate semiconductor production
back to the United States after decades of offshoring. The US produced 40% of the global supply in 1990 yet only 12%
today. Taiwan is the biggest producer with 60% of the market and 90% of the market of the most advanced
semiconductors, which the US does not produce at all (Michella Kurilla {2024): What is the CHIPS Act? Brief on cfr.org
published on 29 April 2024. Retrieved on 12 June 2024 from https://www.cfr.org/in-brief/what-chips- act).

78 US Department of State (2023): New Partnership with the Philippines to Explore Semiconductor Supply Chain
Opportunities. Press release of 16 November 2023. Available at https://www.state.gov/new- artnership-with-the-
philippines-to-explore-semiconductor-supply-chain-opportunities.

79 Sebastian Goke, Mena Issler, Demi Liu, Mark Patel & Peter Spiller (2022): Keeping the semiconductor industry on the
path to net zero. Article published on ‘mckinsey.com’ on 4 November 2022. Retneved on 12 June 2024 from
hetps:/ /www.mckinsey.com /industries /semiconductors/our-insights /keepinge-the-

path-to-net-zero.
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have also joined forces and created the Semiconductor Climate Consortium that helps the
industry collaborate, report emissions, and set targets for emissions reduction®o,

Emissions from semiconductor producers may be either Scope 1, 2, or 3 emissions.
According to a study by McKinsey8?, 35% of emissions are scope 1, which are the direct emissions
of semiconductor manufacturing plants (called a ‘fab’) primarily arising from process gases like
PFCs, HFCs, NF3, and N20 that all have much higher global-warming potential than C02. 45% of
emissions are scope 2 coming from purchased electricity, steam, heating, and cooling. equipment
Semiconductor manufacturing is highly complex and requires sterile, temperature: cor{trolled
spaced with hundreds of specialized energy-demanding tools. The last 20% of. emlssmns are
beyond the direct control of the producers and are the indirect emlssmns Scope 3, prnmanly from
raw material and transport. Naturally, the figures are estimates and may, vary betwe,gn producers,
for instance, influenced by the degree to which Scope 2 emissions are reduced ‘By- usmg renewable
energy.

According to McKinsey, to achieve emission reductions m{nilféiét‘urers should collaborate
between themselves and with suppliers and mtroduce new. technologles and innovation.
Another aspect is the degree of support through appropnate pohcaes and support measures from
the local government. Countries like the Phlhpplnes may\deve]op and offer an energy supply
based on renewable energy.

The Philippines has a series of initiﬁtivejs targéting semiconductor production. In a
summary of Philippine initiatives, Cayas, E\reao«&xtachica (2022) argue that the Philippines
works to move up the value chain building capacity to undertake design and development work
for use within healthcare, automotlve and aerospace. The government has elaborated the
‘Inclusive Innovation lndustnal Strategy or 135, led by the Department of Trade and Industry
(DTI). The I3S aims to devqlog new products working with domestic and global supply chain
participants in areas like-e- gamlr"fE,“s“mart assistants, digital health, smart buildings & smart home
technology, connected {gd resment technology, with the use of technology building blocks such
as voice recogmtlon Al AR‘“rohotlcs 5G Connectivity and IoT. The government also works with
UNIDO to draft lndustry 4.0 roadmaps for the electronics, automotive, aerospace and
agnbusmess and is developmg Regional Inclusive Innovation Centres (RIICs)82.

The Pﬁrllppme govérnment has initiated several programs to support innovation in the
semlconduct‘or industry, yet there is a noticeable gap in explicitly integrating
sustm?:”abxhty into these efforts. The I3S primarily focuses on enhancing competitiveness and
innovation w1thout a strong emphasis on sustainability measures specifically tailored for the
semiconductor sector. The government, however, has made broader efforts like the Philippine
Action Plan for Sustainable Consumption and Production (PAP4SCP), which aims to steer
sustainable practices across various sectors, including industrial production. This plan promotes
sustainable practices such as resource-efficient technologies and circular economy principles,

0 h

81 Ondrej Burkacky Sebasnan Goke, Mark Nikolka, Mark Patel & Peter Splller [2022) Sustainability in semiconductor
operations: Toward net-zero production. Article publlshed on ‘mckinsey.com’ on 17 May 2022 Retrleved on 12 June
2024 from bty www.mckin m/indu nd r-in ustain
rtln‘twr-net- uction.
82 Angelica Mapua Cayas, Carla Grepo & Dan Lachica (2022): The Philippines: Your Ally in the Global Chip Race. The
Semlconductors and Electromcs Industries in the Phlhpplnes Association  (SEIDI). Available at:
. ilinni ] -
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which could indirectly benefit the semiconductor industry by encouraging environmentally
friendly practices. Additionally, industry organizations like SEIPI have started to acknowledge the
need for sustainability, discussing topics like digital trust and environmental impacts at major
industry events83, Overall, while sustainability is recognized as a critical issue, dedicated
initiatives focusing on sustainability within the semiconductor industry appears to remain
underdeveloped in the Philippines.

8 One example is an event held with the British Standards Institute (BSI) in November 2022 entitled * Harnessing
dlgltal transformatlon and sustainability efforts for the semiconductor and electromcs mdustry in the Phlhppmes see



https://www.bsigroup.com/en-PH/about-b

8. Conclusions and follow up question to stakeholders

This paper has conducted a literature review and consultation at a one day workshop in July 2024
in Manila. The paper will be shared with government departments through the Interagency
Mechanism during August 2024. Follow up questions for these departments are set out below.
The answers to these (and case studies provided by the respondents) will enable further
development of the paper.

The paper seeks to answer three research questions

¢ How do climate change mitigation plans of importing countries and private buyers
.,
challenge the market access of the Philippines? g«w

» How can green trade offer export opportunities to the Philippines? ,sf" L.

‘ov

e How can the Philippines mobilize trade to increase its resilience agamst chmate ch&g}ge”
Mitigation efforts in major export markets present significant challenges for the
Philippines. Government environmental measures can have an lmpact on ~exports These
instruments pose compliance challenges that could restrict market access 1f°Ph%1ypplne exporters
fail to meet requirements. However, products currently cov'éred bye,the ‘EU’s CBAM and
deforestatlon regulatlons are not major Phl]lpplne exports Nevertheless, pnvate compames are

g,
electronics industry must align with international enwronmental standards, and agrlcultural
products, such as tropical fruits, are subject to multmatlonal sustamablllty requirements. For
example, Dole, which farms bananas in Mmdanao, plans%;:'co join the Science-Based Targets

initiative (SBTi) to reduce its corporate carbon footprgs{nt

22
Ro3
:3

Follow up questions (and potential case studslges) .
B

4 ¢£~°“
¢ What are the priority areas for‘*bmldmg capacity of private sector stakeholders with
"Q
respect to reduction in emlssmns e,g. the measurement and reporting of greenhouse gas
emissions “g L

e What kind of strateglc ‘responses should government and private sector take to carbon
related regulatx%ns t%ég; Afféct trade for example EU CBAM, including administrative
requlrements and§p0551ble°domestlc carbon pricing

e  Which (green. technologles would be helpful to promote climate change mitigation or
adaptatlon mvPh1hppmes7

. What ﬁnancmgus required for the private sector to enable compliance with mitigation

The glob5§18shlft towards sustainability offers the Philippines new export opportunities.
These include environmental goods and services (EGS) and an increased demand for export
products like semiconductors, an essential component in renewables technology, and minerals
critical for the green transition like copper, nickel, and cobalt. Driven by rising demand for
products that support climate mitigation, adaptation, and other environmental concerns like
biodiversity and plastic pollution, this expanding market requires significant investment in
technology and infrastructure. With abundant geothermal, solar, and wind resources, the country
can further develop its renewable energy sector. Investments in solar PV equipment, as noted by
the Asian Development Bank (ADB), could boost the economy and create jobs. By focusing on
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green competitiveness and aligning export strategies with global sustainability trends, the
Philippines can strengthen its position in the growing green market,

Follow up questions

¢ Whatare the products and markets with promising export potential in the Environmental
Goods and Services sector in the Philippines?

¢ Are there promising green export products in the agricultural and fisheries sector? E.g.
certified product markets

¢ Which investments are necessary to build its corﬁpetitiveness (e.g., certification
capacity, agricultural extension services)? e

o

Trade policies can enhance the Philippines’ resilience to climate change by fagwhtatmg
technology transfer and fostering international cooperation. Keeping taf ffs low, addressmg
restrictive regulations and the lack of harmonized standards is 1mportant for accessing and
deploying climate-related goods and services. In the Philippines, renewable energy policies aim
to achieve 35% renewable energy by 2030 and 50% by 2040. Trade agreeméxgw Wlth countries
like Japan and ASEAN members foster investment and collabera ion mwthe renewable energy
sector. By integrating trade policies with climate adaptanomstgagggn:g #the Philippines can

improve resilience and promote sustainable economic growth T
/Q’ = 4
The Philippines can promote the mutual supportlve;l‘&“%s of envgu'onmental policies and trade

policies and practices. By aligning these polu:;es, govez;myents can promote sustainable
development while enhancing economic growth 1"¢he Phlhpfnnes has focused on continuing
export-led growth, as evidenced in its develompent fﬁéns, including the Philippine Development
Plan (PDP) and the Philippine Export DeveIme%n (PEDP). Simultaneously, the country has
developed a series of climate change:gand environmental policies, ranging from the Climate
Change Act and the Nationally Dedt rmmed Contribution to the soon-to-be-published National
Adaptation Plan. Specific mdustryvx;muatxyes include plans to expand renewable energy
production and advance lgathesemlconﬂgaor industry value chain.

How can trade rules an@&r:%apamty building facilitate improved access to green technologies?
Can trade policies (ef' ., tayiff redu@tlon) support improved access and affordability?

«\%;’ &
services? %;w k4

“ %
What%Mfwx%@tg constrain the import of technology?

2

What are théé%malﬁ‘» 0N arlff barriers of concern to exporters of environmental goods and

Ara{%\there*%’b rriers to the services needed to deploy the technology, like for research &

deve]opn}egt? For installation, maintenance, and monitoring?
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Annex 1: GSP+ Philippines

The EU GSP+ incentivises sustainable development and good governance through preferential
market access. The Philippines, as other eligible countries, have to implement 27 international
conventions on human rights, labour rights, environment and good governance.84

Seven of the 27 international conventions relate to environment, including the following:

* Convention on International Trade in Endangered Species of Wild Flora and Fauna
(CITES)
* Waste Conventions: Basel Convention on the Control of Transboundary-Movements of

Hazardous Wastes and Their Disposal and Stockholm Convention on Persnstent Orgamc
&

Pollutants (POPs)
* Convention on Biological Diversity (CBD) and Cartagena Protocokon Biosafety
» Conventions on Climate Change and Protection of the Ozone Layét:zUnited Nations
Framework Convention on Climate Change, Kyoto Protocol to, the United Nations
Framework Convention on Climate Change, and Montreal%Pil:géocol on Substances that
Deplete the Ozone Layer SRS

According to the latest GSP+ report, covering 2020 t02022 the Phlllppmes has ‘made good
progress on the implementation of all relevant«kenwronmental and climate conventions, has
ratified the Kigali Amendment to the Montreal Prgto,col on Substances that Deplete the Ozone
Layer and is preparing for the ratificationcof the Basel*Ban Amendment to the Basel Convention
on the Control of Transhoundary Movements ofg\l;‘ig/zyardous Wastes. The Philippines has taken
steps towards the mplementatxonﬁ heggonventlon on International Trade in Endangered
Species of Fauna and Flora (CITES) but there have been no notable developments in the
implementation of the Cartagena Protocol on'Biosafety since 2020. The Philippines has applied
to receive technical support towards the implementation of the Stockholm Convention on
Persistent Organic Pollutants? ln»20291°"the Government submitted its first Nationally Determined
Contribution (NDC)@ the Pa}gs Agreement but it needs operationalisation and monitoring
n Y

nde
tools for its |mpleme tanon“v85f

e N W

GSP+ utlhzatIOn reached an"all-time high of 75% in 2020, with the top exports including crude
coconut m%\ vacuum Y;ff:leaners, prepared or preserved tunas, electro-thermic hairdressing
apparatus, spectacle~lenses, new pneumatic tires, prepared or preserved pineapples, fatty
alcghols (mdv}stnal] parts suitable for use solely or principally with transmission and reception
apparatu§gfo;@r§§dlobroadcastmg or television, and activated carbon.86

A

=

8 Generalised Scheme of Preferences Plus (GSP+) | Access2Markets (europa.eu)

85 The EU Special Incentive Arrangement for Sustainable Development and Good Governance (GSP+) assessment

of the Republic of the Philippines covering the period 2020-2022, eur-lex.europa.eu/legal-
content/EN/TXT/POF/?uri=CELEX:52023SC0359&qid=1720796427527

8 Generalized System of Preferences | Department of Trade and industry Philippines (dti.gov.ph)
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Annex 2. Philippines trading profile

Goods exports

The Philippines is a dynamic export economy dominated by the exports of electronics and
electronic equipment. The electronics industry exports a diverse array of products like includes
semiconductors, electronic data processing equipment, and office equipment. Table 1 shows the
top 10 export industries at the HS 2-digit level. The top 10 exports cover more than four-fifths of
total goods exports and include all HS 2-digit industries with more than 1% share of exports,
which accidentally coincides with industries with an export value in 2022 of m{ire ~than ush 1

billion. ’S&,%':m %*%w
Table 1 Top 10 exports of goods from the Philippines in 2022 e

# HS Industry Value % Sharew Cumulated

(USD mlo) x“ (%) (%)

Total exports of goods = 100% 100%

of which

1 HS85 Electrical machinery and equipment and parts_ thereof, X
sound recorders and reproducers, television .. ?*52
2 HS84 Nuclear reactors, boilers, machinery and mechanical

55.2% 55.2%

!
appliances; parts thereof Q;;*'” . . 4«‘»7 275 9.2% 64.4%
3 HS90 Optical, photographic, c1nematograghlc fr;tiﬁ Qgsuring,
checking, precision, medical or surglcal O’% 2,414 31% 67.5%
4 HS74 Copper and articles thereof *\\ ’«!?{ s 2,270 . 29% 70.3%
HS 15 Animal, vegetable or mxcroblal< 'fats%andéssmls and their :
cleavage products; preparedxedlble fa% 2,200 2.8% 73.1%
4 2 =3
6 HS26 Ores,slagand ash A @"%‘ o 2,048 2.6% 75.7%
HS08 Edible fruit and num .PGEI of citrus’ frult or melons 1,917 2.4% 78.1%
8 HS71 Naturalor cultured pear s,«precious or semi-precious stones,
prec1ous metals “Tnetals clad 1,324 1.7% 79.8%
9 HS27
1,238 1.6% 81.4%
10 HS39

1,110 1.4% 82.8%

severals ther% key industries. The electromcs industry spreads across three HS 2-digit
categories, iamely HS 84, 85, and HS 90. These three categories together are responsible for two-
thirds of goods exports. The Philippines is a crucial player in the global supply chain for electronic
components, serving major multinational companies®?,

The Philippines also exports an array of goods derived from primary activities like mining,
agriculture, and fisheries, either in raw or processed form. Such goods are associated with
the top 9 HS 2-digit industries represented in table 1. Minerals exports like gold, copper, coal, and
oil are together responsible for USD 6.9 billion or 8.7% of total goods exportss8, Copper and
copper ore are worth USD 2.7 billion (3.4% of total exports). The most important ore export is

87 World Bank (2023).
88 HS 74+26+27+71.
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nickel, followed by copper and iron.. Total ore exports are valued at USD 2 billion (2.6% of total).
The Philippines exports gold valued at USD 1 billion (1.3% of total). Coal and oil constitute the
final category of mineral exports jointly valued at USD 1,2 billion or 1.6% of the total with coal
responsible for nearly three quarters of that number and oil for the rest.

Agricultural exports either primary or processed amount to nearly the same as mineral
exports at USD 6.7 billion representing 8.4% of the total. While the Philippines naturally
exports multitude of agricultural products, two products stand out. The Philippines is one of the
world's largest producers and exporters of coconut products, including coconut oil, desiccated
coconut, and copra and fresh coconuts. Coconut oil, in particular, is a sngnn@cant export
commodity, driven by demand from the food and cosmetics industries.8¢ The countvgy s coconut
exports are valued for their quality and are a staple in markets across Europe, North Avr%ferlca and
Asia. The total value of coconut oil exports is USD 2.1 billion (2.7% of thestotal), Frults are the
other dominating agricultural export product. The Philippines is renowne Or its abundant
tropical fruits, especially bananas, pineapples, and mangoes. Bananas afg:; the top ﬁ@‘ﬂli rexport, and
in 2022 the Philippines was the world’s second-largest banana exporter w;}fbga global market
share of 8.1%, second only to Ecuador. Banana exports are wgr‘th“ SD 1. billidn accounting for
1.4% of total exports. Pineapples and mangoes also contribute” mgni{lcantly, with strong demand
from markets in Japan, China, and the Middle East. wm%

Fish and seafood products are another significant export gzategory The Philippines' rich
marine resources support a robust fishing mdust;;y that g%port:s tuna, prawns, crabs, and other
seafood. Tuna is a major export item, with ft:esh canned aﬁ processed tuna being shipped to
markets in the United States, Japan, and Enro . The total value of fishery products in 2022 was
USD 850 million representing 1.1% of the tot%l\gxsadsexports

The Philippine economy also has a s;gn”if'”cant manufacturing export industry beyond the
all-important electronics mdustry Mac‘hmery, including electrical machinery and parts, and
transport equipment like motar vehiclés an?i parts, also contribute to the export economy. This
sector has seen growth du@tg 1ncreasg1gv1nvestments and the presence of foreign manufacturing
firms in the countrx e gaﬁ’;:menfs and textiles industry, although smaller compared to
electronics, remairi$y tradltlonaﬂ’ export sector. The industry exports a range of products,
including apparel; écces riceind textiles, primarily to the United States, Japan, and Europe.

As shown j in 'Eable 2, tfi‘e top destmatlon markets (67% of the total) are the United States, China,
Japan, HongKOgﬁg{MChma and the EU.

Ta;)le Z‘V'ﬁe%%gatlon markets of Philippines exports of goods in 2022
Destmatlon Value Share Cumulated
k (Usp (%) (%)
billion)

Total 72,9 100,0% 100,0%

United States 11.4 15,7% 15,7%

China 10,6 14,6% 30,3%

Japan 10,4 14,3% 43,6%

Hong Kong, China 8,8 12% 55,6%

EU 8.8 12,1% 67,7%

89 Cargill (n.d.).
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Singapore 3,5 4,8% 52,5%

Korea, Republicof 3,5 4,8% 57,3%
Thailand . 29 4% ) 61,3%
Taipei, Chinese 2,6 3,6% 64,9%
Malaysia 2,1 3% 67%

Source: ITC Trade Map

Services exports

The Philippines is a notable exporter of services, with significant contrlbutlons from
various sectors. The total value of services exports in 2022 was USD 41. i mllhon*or about half
the value of goods exports. According to ITC Trade Map, "the four, largest~%§erv1ce export
categories? were ‘Other business services’, ‘Telecommunications, computer and information
services’, ‘Travel’, and ‘Transport’. These four industries are responsible for more than four-fifths
of total goods exports and include all BPM6 services mdustrles allth more than 1% share of
exports, which also happens to be the only four industries: ‘th att, export value in 2022 of more
than USD 1 billion. Table 3 gives the export data for the"‘?our mdusmes

Table 3 Export of services from the Phlllpplnes in 2022»

o
# BPM6 Industry %‘Value Share Cumulated
(USD mio) (%) (%)
S Total export of services 41,070 100% 100%
of which

1 10 Other business servicesy o 21,456 522%  52.2%
2 9 Telecommunications ::o‘mputer, an d,;pformatnon services 6,673 16.2% 68.5%
3 4 Travel AN 4,174 102%  78.7%
4 3 Transport 2,694 6.6% 85.2%

Source: ITC Trade Mapf
,W‘“‘"‘%

The category: of Other busmess services’ encompasses a wide range of professional and
techmcal servn:es Together these services account for about half of the Philippines’ services

e 2 K3

export 5 he servnces"mcluded are diverse and include legal, accounting, management consulting,
andiypu "‘e?I%atlons services. It also includes advertising, market research, architectural,

engineering, and other technical services. The growth in this sector is driven by the increasing
demand for’ outsourcing services, particularly in business process outsourcing (BPO) and
knowledge process outsourcing (KPO).

‘Telecommunications, computer, and information services’ is another broad category, yet
the sub-category named ‘Computer services’ are responsible for nearly all exports within
it. Computer services exports in 2022 were worth USD 6.3 billion or 6.3% of the total services
exports. The Philippines has become a global hub for IT and business process management (IT-
BPM) services due to its skilled English-speaking workforce and competitive labour costs. Major
services exported under this category include call centres, software development and IT support

90 Classified using the conventional IMF Balance of Payments and International Investment Posmon Manual, sixth
edition (abbreviated BPM6).
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services. Other services here include data processing services, web hosting and design, and cloud
computing services.

The tourism industry in 2022 generated exports worth USD 3.9 billion (3.9% of the total)
and was responsible for the good performance of the ‘travel’ category. The services include
expenditures by foreign visitors on accommodations, food, entertainment, and other services
during their stay in the Philippines. The country's rich cultural heritage, natural attractions, and
competitive travel packages make it a popular destination for tourists. According to the
Department of Tourism®!, the Philippines has a total of 5.5 million arrivals in 2023 of which
447.082 were overseas Filipinos. Almost half of the arrivals were from South Korea (26.6%) and
the US (16.6%). After these two major markets a string of countries were respon§ible for a few
percent each. Thus, the third to tenth most important markets were Japan (5.6%)>the'EU (6.2%),

Australia (4.9%), China (4.8%), Canada (4.1%), Taiwan (3.6%), the UK (2/8%)sand Smgapore'
(2.7%) while a very diverse residual group of countries were responsible for the;remammg 22.1%
of arrivals. o

The final major services export category ‘Transport’ earned USD¥2.99billion for the
Philippines or 2.7% of total services exports. The servicesfof tra;‘nspo:%gervices were largely
divided between air transport (USD 1.7 billion) and sea transportu(USD 1.0 billion). The
Philippines, with its strategic location and archipelagic:hatureshas ajlarge air transport industry
and a robust shipping and logistics sector that facilitate'sdernational trade.

Goods and services imports

The diversified imports of the Philippinesirefléctsiits position within electronics supply
chains and its dependency of fossil fuels fo@g@fenergy supply. Table 4 shows the major
imports by two-digit HS code. Nea;lyéa rguarter. of imports are electronics, while fossil fuels are
close to the same size. The Philippines also imports a substantial about of food illustrated by the
imports of cereals. The Philippines’ imiport$imainly origin from within Asia with China supplying
nearly a quarter of the totalimport valuelas illustrated in table 5. The major non-Asian suppliers

are the US (6.8%) and the E%}(G‘Z%)y

The Philippines lmporti of se!;vxces are concentrated within a few categories. The total
import value in, 2022 wa$ USD#25.4 billion as shown in table 6. The five largest import categories
were ‘Other jbusiness segvices’, ‘Transport’, ‘Travel’, Telecommunications, computer, and
mformatlon services’, and ‘Insurance and pension services’, which together constituted about
90% ofthe value of, all«servnces imports.

(’%\A\

Table 4pprt of goods to the Philippines in 2022

# HS Industry Value Share Cumulated
(USD mio) (%) (%)
Total import of goods . 145,890 100% 100%
. of which
1 HS85 Electrical machinery and equipment and parts thereof 32,542 22.3% 22.3%
sound recorders and reproducers, television ...
2 HS27 Mineral fuels, mineral oils and products of their distillation; 25,753 17.7% 40.0%

bituminous substances; mineral ...

91 Tourism statistics can be found at http://www tourism,gov.ph/tourism dem sup pub.agpx.
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3 HS84
4 HS87
5 HS72
6 HS39
7 HS10
8 HS26
9 HS90
10 HS73

Nuclear reactors, boilers, machinery and mechanical 11,840
appliances; parts thereof

Vehicles other than railway or tramway rolling stock, and 8,781
parts and accessories thereof

Iron and steel + 5,230
Plastics and articles thereof 4,576
Cereals 4,329

1,932

Ores, slag and ash
Optical, photographic, cinematographic, measuring, 3,042
checking, precision, medical or surgical ...

Articles of iron or steel 2,594

8.1%
6.0%

3.6%
3.1%
3.0%
1.3%
2.1%

48.1%

54.1%

57.7%
60.8%
63.8%
65.1%
67.2%

1.8% 4@,:,,99.0%

Source: Trade Map.

T, 2

Table 5 Origins of the Philippines’ imports of goods in 2022 -~ ) L

Origin Value Share Cumulated ,:%i%%%y?‘w

(USD billion) (%) (%) e S

Total 1338 100,0% 100,0% W%%W

China 30,9 "23,1% 23,1% = % .

Indonesia 12,3 9.2% 32,3% ;

Japan 10,9 8.2% 40,5% %&\?f

United States 9,1 6,8% 47,3% 4

Korea 89 6,6% 53,9%

EU 8,3 6,2% 60,1%

Thailand 8,2 6,1% 66,2%

Singapore 74 5,5% 71,8% .

Malaysia 6,2 47% 76,4%

Viet Nam 50 3,7% 80,1%

Taiwan 49 3,7% 83,8%
Source: Trade Map. f’%‘g@‘ V&W‘Wf
Tabl%ﬁh{)rt ciiag,gr%iices to the Philippines in 2022

#%k ”Wﬁ;lygstry Value Share  Cumulated

Y (USD mio) %) (%)
S Total import of services 25,439 100% 100%
of which )

1 10 Other business services 7,268 28.6% 28.6%
2 3 Transport 6,682 26.3% 54.8%
3 4 Travel 4,918 19.3% 74.2%
4 9 Telecommunications, computer, and information services 2,082 - 8.2% 82.4%
5 6 Insurance and pension services ] 1,994 7.8% 90.2%

Source: Trade Map:
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Annex 3: Case study: Philippine trade of solar PV and wind
components

SOLAR PV Components
1. Imports of solar PV components

Figure 2 Philippine’s imports of solar PV components (in US thousands dollar)
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2. Exports of solar PV components

Japan and the USA emerge as the most critical markets, underscoring their importance in
the Philippines' export strategy. China imports a substantial amount of solar PV modules
($88.7 million) and inverters and transformers ($99.4 million) from the Philippines. The
total export value to China is about $288.3 million, indicating China's reliance on the
Philippines for critical solar PV components. Other notable markets include Canada, the
Republic of Korea, Hong Kong SAR, Mexico, and the Netherlands. Each of these countries
imports a mix of solar PV components, contributing to the diversified export portfollo of
the Philippines

Figure 4 Philippine’s exports of solar PV components (in US thousands dollar)
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Figure 5 Philippine’s main destination markets for exports of solar PV components (in US thousands dollar)
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Wind

1. Imports of solar PV components

Figure 6 Philippine’s imports of wind system components (in US thousands dollar)
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The Philippines has demonstrated significant growth (60%) in exports of electrical
components over the past decade. The USA and Japan emerge as prominent trading
partners for both for wind system components exported by the Philippines.

Philippine’s exports of wind system components (in US thousands dollar)
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Annex 4: Market Access conditions for renewable energy components

This section focuses on solar PV and wind system key components imported and exported by the
Philippines. All data displayed come from the ITC market analysis tool on market access

requirements, Market Access Map {https: //www.macmap.org).
SOLAR PV components

Market access conditions for Philippines’s importers
1. Tariffs applied to main suppliers

The tariff structure indicates a clear preference for importing solar PV modules andassociated
components from China, Japan, and Korea. The zero preferential tariffs for these‘éggountries are
likely a result of ASEAN trade agreement, which aims to enhance economic cooperatlon and trade
efficiency. By maintaining higher MFN tariffs for other countries, the Phlhpgmes ensures that
1mpor‘ts from its preferred partners remain more competmve thereby fosterlng?closer economic

e
The Philippines’ tariff policy on solar PV modules and their structun;@es seems deszgned to promote
renewable energy adoption while strategically leveragmg‘g trade agreig/ment with regional

Components
Solar PV modules

854142

MFN duties (é\ppliedj" (i

854143 . Falc P
854140 e %&
Structure {racking & | 700510 | MFN dUtI?@ A

mounting)

700719 | MFN duties (Applled) *10%

Preferential tarlff of 0% for;:%:naiwjapan Korea, republic of

700991

761090

*4:
Thé'i regg]atoryxenwronment for importing solar PV modules and their structure components into
the Philippines demonstrates a comprehensive framework aimed at ensuring product quality,
safety, and compliance with international standards. The distinction between the two categories

indicates a more stringent regulatory approach for structural components compared to the PV
modules themselves,

For Solar PV modules, the main regulatory focus is on marking, administrative formalities,
advance payment of customs duties, and measures affecting competition. These requirements:
might be aimed at ensuring proper documentation and reducing unfair competitive practices
while streamlining customs processes through advance payments.
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For Structure (racking & mounting), a broader range of requirements, including labelling,
packaging, production process regulations, testing, certification, inspection, and traceability, is
applied. This rigorous regulatory approach ensures that these components meet high safety and
performance standards, critical for the structural integrity and efficiency of solar installations.

Licensing and advance payment requirements further add to the regulatory oversight, ensuring
controlled and secure importation of these critical components.

The differing levels of regulatory stringency reflect the varying criticalities of the components.
While solar PV modules are crucial for energy generation, the structural components' integrity
directly impacts the safety’and durability of the entire installation. Hence, a more detailed and
stringent regulatory approach is justified for the latter. G

These import requirements could affect market dynamics by influencing thegsupply ¢hain and
cost structures for businesses involved in importing and installing solar energy system?gExport
support measures for both categories indicate a governmental push to enhance the global
competitiveness of the Philippines’ solar industry, potentially leading, to mcr&ased export

activities and market expansion.

Solar PV modules Structure (racking &
mounting)

B310 Labelling requirements y

B320 Marking requirements * g,
B330 Packaging requirements ,ﬁ,* “"}‘V"”““’f’“ e,
B41 TBT regulations on production proc?s\ges %%
B820 Testing requirement o
B830 Certification requirements, % k4
B840 Inspection requirement : S8
B859 Traceability requiréiiiénits, n.e. %
€900 Other formaliti€s, Hie -7

E100 Non-automatiésimport; cer'is'i'n'g procedures other than
authorizations covered ﬁhder SPS ‘and TBT chapter

ok
/ ki

E112 Llcensmg for specnﬁed use
G130 Advance  payfiéntof customs duties *

’\N’h B

G190 Advanceﬁpayment requirements

HO00* Measures Affecting competition *
a-,'

3

ol B Rl Rl ol ol P T D
KR ININ|W |- |w

w

Rl Gl e >
WP | =

Exportrequirement (applied by the Philippines) Solar PV modules Structure (racking & mounting)

P600 Export support measures *
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Market access conditions for Philippines’s exporters
1. Tariffs applied by main destination markets

The tariffs faced by the Philippines with its main export partner highlight the benefits of regional
trade agreements, particularly the ASEAN Free Trade Area (AFTA), which significantly reduces
or eliminates tariffs between member countries. The zero preferential tariffs for ASEAN countries
such as Malaysia and China underscore the advantages of these agreements for Philippine
exporters.

Japan, Mexico, and China, Hong Kong SAR impose no tariffs on Philippine solar PV modules,
providing straightforward access for exporters. This zero-tariff environment enhances the
competitiveness of Philippine products in these markets. For China, despite the genéﬁfsfal MFN tariff
of 8%, the preferential tariff for ASEAN countries (0%) significantly enhances market access for

Philippine exporters, the same situation is faced with Malaysia "

The tariff data indicates that Philippine exporters of solar PV modules can take advantage of
significant tariff reductions and eliminations in several key marke%&lﬁhis favourable tariff
environment supports the growth of the Philippines' solar industry by%facili;ating easier and
more cost-effective access to important export destinations. THe preferential,tariffs under ASEAN
agreements particularly benefit trade with China and Malay51a ensurifigicompetitive pricing and
better market penetration.

5
For less specialized components such as structures, the Philippines modules can take advantage

of significant tariff reductions with ASEAN trade«agree m%iwfg several of its key destination

Fd
markets.

: A B .
By leveraging these trade agreements, the Philippines can enhance its export performance,
increase its share in these internatioda%nggckéts, and strengthen its overall trade relationships.

5

HS code | Japan México ‘% Chiia, Hong Kong | China Malaysia
ksAR
850231 MFN duties’ 'MFi\mc’iutles MFN duties | MFN duties (Applied): | MFN  duties
(Applied): 0%%s, (Applled) 0% {Applied): 0% 8% (Applied):
, . 0%
Preferential tariff for
ASEAN countries: 0%
848340 A\MFQI@\ duties | MFN  duties | MFN duties | MFN duties (Applied): | MFN  duties
(Applied); 0% | (Applied): 0% | (Applied): 0% 8% (Applied):
5%
Preferential tariff for
ASEAN countries: 0% Preferential
tariff for
ASEAN
countries: 0%

Structure (racking & mounting)

HS code Japan China Singapore
700510 MFN duties (Applied): 0% MFN duties (Applied): 15% | MFN duties (Applied): 0%

Preferential tariff for ASEAN
countries: 0%
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700719 MFN duties (Applied): 3.5% | MFN duties (Applied): 14% | MFN duties (Applied): 0%

Preferential tariff for ASEAN | Preferential tariff for ASEAN
countries: 0% countries: 0%
700991 MFN duties (Applied): 0% MFN duties (Applied): 14% | MFN duties (Applied): 0%

Preferential tariff for ASEAN
countries: 0%
761090 MFN duties (Applied): 3.5% | MFN duties (Applied): 6% | MFN duties (Applied): 0%

Preferential tariff for ASEAN | Preferential tariff for ASEAN
countries: 0% countries: 0%

2. Non-tariffs measures applied by main destination markets

For Solar PV Modules

Japan and Mexico have a few specific requirements, including labellmg, testing, and non-
automatic import-licensing procedures, indicating a moderate level of regul ry oversight.

China imposes extensive import requirements (total of 38), mcludmg hyglene certlﬁcatlon origin
verification, testing, inspection, and traceability, reflecting a stnr\ggeﬁ%ggulatory environment to

ensure product quality and safe T
p q y ty. ffg %% “%%,
For structure (Racking & Mounting) ) “% aﬁ,

Similar to solar PV modules, China imposes se:;eral requlreﬁxents, including restricted substance
use, labelling, marking, packaging, certlﬁcatlon mspecnon and import licensing, ensuring strict
compliance with safety and quality standards é& K

‘ (:5(3, 3
In Japan and Singapore, no specific requlreg)ents llsted suggesting an open market with minimal
regulatory barriers for these products %%, S,

u-

Overall, the regulatory landscape va 51gmf1cant1y across different markets:

s
o

- Japan and Mexico: These~~marke .jiave moderate regulatory requirements, making them

relatively accessible while engﬁ’rmg ba’gsm standards for product safety and quality.
s e

- China: Both for iﬁ)laﬁ A r%wdules and structure components, China imposes extensive regulatory
requlrements 1nd°f%°étmg~a rigorous approach to ensuring compliance with safety, quality, and
traceablllty standards.x, This necessitates thorough preparation and documentation from
exporters

.6\'-\:» i

- M}%lgaym rand Smgapore Minimal to no specific requirements listed for these markets,
suggestmg fewer regulatory barriers and easier market access for exporters.

The import requirements highlight the need for Philippine exporters to navigate a complex
regulatory environment, especially in stringent markets like China. Understanding and complying
with these requirements is crucial for successful market entry and competitiveness. Regional
trade agreements and international standards play a vital role in facilitating smoother trade and
reducing regulatory burdens.
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Import requirement {(Applied by Solar PV modules Structure (racking

destination market) & mounling)

Hong

Japan
Mexico
China,
Kong SAR
China
Malaysia
China
Japan
Singapore

A49 Hygienic requirements, n.e.s

A83 Certification requirement

A851 Origin of materials and parts
B22 Restricted use of certain
substances

B31 Labelling requirements

B32 Marking requirements

B33 Packaging requirements
B42 TBT regulations on transport and
storage -

Ll o D O BV Y B
XX ix|[W| x |>x]|x|x
Rl B B B D O B

R[] XXX [x

B49 Production or post-production
requirements, n.e.s. i
B8 Conformity assessment related to
TBT

-
Ra
>

B82 Testing requirements

B83 Certification requirement

B84 Inspection requirement

B851 Origin of materials and parts
B852 Processing history '

RO IX XX | x

>
U

B853 Distribution and locat Sn '
oy
products after delivery

P

B859 Traceability requlremenrs n.esil
C1 Pre-shipment inspémon g;‘

C4 Import- momtormg,%surve;liance 1

and automatlc llcensmg measures

> > = = RIX[P|" <] X
> > x| X > XXX X[ X
= = > [ > HOAX X |IX X [ x

> > x>
[yS]
> = > |I>x

C9 Other formahtles n.es. @ X
N,

X

El% Non&a’:?tomatlc import-licensing 1
Boo. b

proceduges~other~,than authorizations

>
[\
[=)%
>
[
=<
>

E211 Global allocatlon
E320 Prohibition for non-economic
reasons

> IX
oy
[

Total requirements

Wind system components
Market access conditions for Philippines’s importers

1. Tariffs applied to main suppliers
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The Philippines’ use of preferential tariffs for countries involved in ASEAN, RCEP, AANZFTA, and
other trade agreements highlights a strategic approach to leveraging international partnerships
to bolster the renewable energy sector. These zero-tariff agreements reduce the cost of importing
key wind system components, thereby encouraging the adoption and development of wind
energy projects within the country.

By maintaining low or zero tariffs on essential wind system components, the Philippines is
creating an economically favourable environment for renewable energy investments. This tariff
structure reduces the financial burden on developers and encourages the rapid deployment of
wind energy technologies. It also aligns with the country's environmental goals of increasing the
share of renewable energy in the energy mix, thus reducing reliance on fossil fuels afid.lowering
greenhouse gas emissions.

The tariff framework positions the Philippines as an attractive market for mt
of wind energy components. The low to zero tariffs facilitate easier marke
companies, potentially leading to increased competition, innovation, and better”
energy projects. This competitive market environment can drive advancer:%é“nts in
efficiency in the renewable energy sector.

duties and extensive preferential tariffs under varlous
conducive to the growth of the wind energy sector.

Components HS code

(Applied): 1%

Wind turbine incl.
generator, gearbox, and | 850231
nacelle

% w"‘

Preferentlal tariff of 0% for: Member states of ASEAN,
RCEP, AANZFTA, China, EFTA, Hong Kong, India, Japan,
Democratic Republic of Korea

MFN duties (Applied): 0%
MFN duties (Applied): 0%

Rotor blades incl ball
bearings, hubs

MFN duties (Applied): 3%

Preferential tariff of 0% for: Member states of ASEAN,
RCEP, AANZFTA, China, EFTA, Hong Kong, India, Japan,
Korea, republic of

R
2. Non-tariff measures applied by the Philippines

The detailed import requirements reflect the Philippines' commitment to maintaining high
standards for wind energy components. The rigorous licensing, labelling, and technical
regulations ensure that only high-quality and safe products enter the market, supporting the
country's renewable energy goals. However, the stringent requirements could pose challenges
for exporters needing to comply with these complex regulations.

The export requirements, while less extensive than import controls, still emphasize the
importance of meeting international standards through labelling, marking, and packaging
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requirements. The presence of export quotas and support measures indicates a balanced
approach to regulating exports while promoting the domestic wind energy industry.

The Philippines’ NTMs for wind system components shows a robust regulatory framework aimed
at ensuring product safety, quality, and compliance with international standards. This regulatory
environment supports the growth and reliability of the renewable energy sector, while also
posing compliance challenges for international suppliers. The balanced approach to import and
export regulations highlights the country's strategic focus on fostering a sustainable and
competitive wind energy market.

Wind turbine incl. Rotor blades incl. Tower
generator, hall bearings. hubs
gearbox, and

Import requirement (applied by the Phitippines)
nacelle

B310 Labelling requirements 2 1, X
B320 Marking requirements * 2 Ty W 2
B420 TBT regulations on transport and storage ] % A X
B820 Testing requirement 1 X
B859 Traceability requirements, n.e.s. X
C900 Other formalities, n.e.s, * s, 2
E100 Non-automatic import-licensing procedures =3 A 14
other than authorizations covered under SPS and 3% i 3 1
TBT chapter k-
E110 Licensing for economic reasons 7 X X
E112 Licensing for specified use 1 1
E320 Prohibition for non-economic reasons X X
E320 Prohibition for non-economic reasonsis

p : x

Export requirement (applied by Wind turbine incl. Rotor blades incl. Tower
Philippines) generator, gearbox, hall bearings, hubs
and nacelle

)thbrization or permit requirements to
export, for'technical reasons 1 1 X

P150 Labelling, marking, or packaging

requirements 1 1
P320 Export quotas 1 1 X
P600 Export support measures * 2 2 2

Market access conditions for Philippines’s exporters

1. Tariffs applied by main destination markets
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The generally low to zero MFN duties faced by Philippine wind energy exports in Japan, Mexico,
Germany, and the United States (under certain conditions) provide a competitive advantage.
These favourable tariff conditions help reduce export costs and enhance the price
competitiveness of Philippine wind system components in these markets.

The preferential tariffs, especially the 0% rates offered by China for ASEAN countries and the GSP
benefits in the United States, shows the importance of trade agreements. These agreements play
avital role in lowering trade barriers and supporting the Philippines in accessing key markets at
reduced costs, thereby enhancing export opportunities.

With zero tariffs in major markets, Philippine exporters of wind turbines, gearboxgg, nacelles,
rotor blades, and related components can better penetrate these markets. The low tariff barriers

presence and promoting its wind energy sector. These strateglc
growth and sustainability of the renewable energy md:%_strylin

A

HS code Japan Germany

850231 MFN duties | MFN duties (Applied)?; gMFN duties (Applied): 0% [ MFN duties
(Applied): *, (Applied): 0%
0%

848340 MFN  duties

(Applied):
0%

MFN duties (Applied): 0% | MFN duties
: (Applied): 0%

W,

HS code -} '!‘he*UnltedStates Japan China
841280, ‘MFN *Eumeduties [ MFN duties (Applied): 0% MFN duties (Applied): 0%
R
VR »(Apphed) 0%
% Preferential tariff for ASEAN
s 3& countries: 0%
841290 ‘MFN duties | MFN duties (Applied): 0% . MFN duties (Applied): 2%
(Applied): 0%

Preferential tariff for ASEAN
countries: 0%

HS code Guam
730820 Data not available.
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2. Non-tariffs measures applied by main destination markets

The analysis of non-tariff measures (NTMs) applied by key destination markets—Japan, the
United States, Germany, and China—on wind system components exported from the Philippines
reveals varying regulatory landscapes with significant strategic implications for exporters:

- Japan offers relatively low barriers with minimal NTMs, presenting an opportunity for
Philippine exporters to focus on efficient logistics and competitive pricing strategies to
penetrate the market effectively.

- The United States imposes rigorous NTMs including labelling, marking, and stringent
product-quality standards. Strategic implications involve prioritizing compllance through
robust quality control measures and certification, enhancing market acc‘g'ptance and
competitiveness. &}i

- Germany emphasizes stringent product-quality and safety standards partlcularly for
rotor blades. Strategic recommendations include adopting advancedvmanufacturmg
practices and quality assurance measures, potentially forming local *p@ﬁnershlps to
navigate regulatory complexities. g

\o

marking, and technical barriers to trade. Strategic
comprehenswe compliance strategles, leveraging dlgltal

. . Wind turbine incl. generator, Rotor blades incl. ball
Import requirement (Applied by . Tower
L gearbox, and nacelle (850231, bearings, hubs (841280,
destination market) {730820)

848340) 841290)

The United States

Mexico
Germany

g g -
A490 Hygienic requ;remz}nts, n’e; s« No . data
available

[y
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B&3 Certification requirement

B84 Inspection requirement

B851 Origin of materials and parts

B852 Processing history

=k lo| s

B853 Distribution and location of
products after delivery

XX XX

XXX XX

B859 Traceability requirements,
n.e.s.
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B89 Conformity assessment related
to TBT, n.e.s.
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B89 Conformity assessment related
to TBT, n.e.s.

C1 Pre-shipment inspection

=<

>

>

C4 tmport-monitoring, surveiltance
and automatic licensing measures

C8 Other formalities, n.e.s.

E1 Non-automatic import-licensing
procedures other than
authorizations covered under SPS
and TBT chapter

E211 Global allocation

E320 Prohibition for non-economic
reasons




Annex 4 Exports by destination from Philippines in selected products

Figure 9 The Philippines’ exports of coal and oil in 2022 by destination
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Source: Trade Map.
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Figure 9 The Philippines’ exports of orejin 2022 by destination
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Figure 10 The Philippines’ exports of copper in 2022 by destination
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Note: Copper ore is not included.
Source: Trade Map.

Figure 11 The Philippines’ exports of gold in 2022 by destination ¢
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Figure 12 The Philippines’ exp
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Source: Trade Map.

68



Figure 13 The Philippines’ exports of fruits in 2022 by destination
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Figure 14 The Philippines’ exports of seafood and seafood products’in 2'02;23by destination
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Figure 15 The Phili - ines%e rts of electronics in 2022 by destination
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Source: Trade Map.

Note: * HS 85 covers ‘Electrical machinew@d equipment and parts thereof; sound recorders and reproducers, television

image and sound recorders and reprodugers, and‘parts and;accessories of such articles.’

** HS 84 covers ‘Nuclear reacto:es@;boig‘crs, machingry.and mechanical appliances; parts thereof.'
*** HS 90 covers ‘Optical, pholographic, cinematographic, measuring, checking, precision, medical or surgical

instruments and apparatus; parts.and acccs"soriésfiiiercof.’
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