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To survive the challenges brought about by the changing global economic order, the Philippines had 
to make critical adjustments, particularly from the late 1970s through the 1990s and had opened up its 
economy through major tariff reform programs, taking an export oriented strategy and instituting 
measures to attract foreign direct investments.  Alongside these were early parallel efforts intended for 
export facilitation, which included the call for the adoption of simplified procedures when it comes to 
export activities.   

In the wake of reduction on tariff-related barriers worldwide, trade facilitation became the next big 
focus of both regional and global trading arrangements.  Cumbersome trade procedures involving 
customs, logistics, security, among others proved to be a bottleneck for smoother trade transactions, a 
deterrent for attracting investments and a source for administrative inefficiencies and corruption. They 
also have an adverse effect on the government’s fiscal position due to revenue losses. In short, and 
exacerbated by inadequate infrastructure, the overall competitiveness of a developing economy is 
being severely affected.  Trade facilitation measures are crucial interventions that could very well 
address these issues.   

Facing stiff competition from the so-called economies in transition posed to attract major investors, 
trade facilitation has indeed been a priority in the Philippines’ development strategy.  Its Medium 
Term Development Plan, 2004-2010 has enumerated strategic measures aimed at reducing the cost of 
doing business in the country in order to attract more investments and leveraging more domestic 
enterprises to access international markets.  Such measures include reducing the cost of electricity; 
modernizing physical infrastructure and logistics system to ensure efficient movement of goods and 
people; upgrading technologies and increasing people’s productivity; and reducing red tape in all 
government agencies to minimize transaction costs.  In the more specific action plan relating to 
exports, included was the call to simplify export and import procedures and facilitation. Such 
measures had been reiterated by President Arroyo during the 2006 National Competitiveness Summit 
informing those present that she had issued administrative orders that called on all instrumentalities of 
government to improve transactions costs and flows and provide seamless infrastructure networks.  
These are explicit signals that trade facilitation measures are considered to impact on and enhance 
Philippine competitiveness.   

Major Trade Facilitation Initiatives 

A quick review of past policies related to facilitating trade transactions in the country reveals that as 
early as the 1980s, the country’s export orientation program had been complemented with initiatives, 
via Executive Orders, relating to simplifying export procedures and documentation requirements. This 
included the eventual setting up of the One-Stop Export Documentation Center, the precursor of the 
current one-stop action centers in the country.  In late 1980s, the Export Assistance Network 
(EXPONET) was formed to serve the procedural needs of exporters.  However, many of the advances 
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relating to trade facilitation took effect in terms of customs facilitation, and sources point to 1992 to 
1998 as the period where significant reforms and modernization transpired in the country.  The gains 
during this period can be attributed to effective leadership at the lead agency—Bureau of Customs 
(BOC), strong back-up support from the national government and dynamic public-private sector 
partnership.  The reforms were geared towards compliance with prevailing international standards and 
commitments.  The major accomplishments during this phase included: (i) adoption and 
implementation of ASYCUDA, a Customs processing system developed by UNCTAD. Part of the 
Philippine Tax Computerization Project, this system computerized end-to-end import process from 
the manifest, lodgement, assessment of duties and taxes, risk assessment and selectivity, payment, and 
online release, involving only the processing of a single administrative document; (ii) physical 
modernization and improvement of customs facilities; (iii) introduction of risk analysis and threat 
assessment procedures in place of 100 percent inspection; (iv) institution of paperless, cashless and 
queueless clearance procedures; (v) partnerships with business associations, such as the Philippine 
Chamber of Commerce and Industry (PCCI) in customs processing; and, establishment of a 
Management Information System and Technology Group.     

In 2006, the National Competitiveness Council was formed, a public-private task force mandated to 
address the improvement of the country’s competitiveness ranking.  With working groups focusing on 
each of the seven priority areas, those that are directly related to trade facilitation measures are areas 
dedicated to the improvement of transaction cost and flows, and provision of seamless infrastructure 
networks.  The former closely relates to the BOC for the implementation of the project on goods entry 
and exit procedures; and with other government agencies on initiatives on business entry and exit 
procedures; regulatory impact assessment; and cutting red tape, among others. 

Back at the BOC, it has become evident that ICT has become an important tool in fulfilling its 
mandate, with secured trade facilitation continuing to be part of its strategic goals.  More recently, the 
e-Customs Project has become fully operational using Internet-based and wireless technologies 
streamlining imports and exports processing and improving trade facilitation activities between BOC 
and other agencies, both local and abroad.  These are meant to progress towards the realization of the 
National and ASEAN Single Windows.  The three current application modules are the Client Profiles 
Registration System, Payment Application System and the Imports and Assessment System.    

Meanwhile, the Philippines has been active in the formulation of trade facilitation action plans for 
APEC, ASEAN and ASEM.  The country’s full accession to the Revised Kyoto Convention is still a 
work in progress thus far.  The private sector is instrumental in continuing the advocacy, particularly 
through the Partnership and Advocacy for Competitiveness and Trade, Philippine Exporters’ 
Foundation, the PCCI, among others and on the part of government, the BOC and the Export 
Development Council.     

In Focus: Trade Facilitation Needs and Priorities of SMEs 

Similar in terms of the industrial structure of other developing countries, the Philippine SMEs play a 
pivotal role in the economy.  Together with micro-enterprises, SMEs comprise 99.7 percent of total 
establishments in the country, generating 70 percent of employment and 32 percent of value added 
contribution to the economy.  SMEs also contribute to rural development and dispersal of industries; 
utilize indigenous resources; play a role in the backward and forward linkages with industries; and 
promote entrepreneurship among its citizens.  The SME sector in the country however, is hampered 
by low productivity, constraints in terms of funding sources, limitations of market access, and 
inability to adequately provide support – parts and supplies -- to large domestic firms and MNCs 
forcing them to become dependent on imported sources instead.  These needs and difficulties of 
SMEs are being addressed by strategies and plans of action laid out in an SME Development Plan.     
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There are SMEs that are direct exporters while there are so-called internationalized subcontractors or 
suppliers that have links with MNCs or large domestic companies that are export oriented.  It is 
estimated that around 60 percent of exporters are SMEs.  These types of SMEs are the ones that 
would certainly benefit from trade facilitation measures.   

As SMEs have smaller assets and operational capability, cumbersome trade procedures and costly 
requirements are prohibiting them from actively pursuing international trade.  Unfortunately, in the 
Philippines, transaction costs remain high according to various indices and rankings including trade 
costs computations and ease of doing business assessments.  The weighted ad valorem trade costs 
computation by Pomfret and Sourdin (2009) using cif and fob data pegged the value for the 
Philippines as the highest among the ASEAN 5, together with Indonesia.  Meanwhile, in the scorecard 
for trade facilitation computed by Layton (2008), which includes information on logistics 
performance, the time and costs of trading, and customs performance, the Philippines finds company 
with Lao PDR and Myanmar among ASEAN countries that have the lowest indexes.  Using 2007 
data, this assessment finds that the Philippines has higher per unit costs of trade, longer expected 
trading times and require a large amount of documentation.  While past and recent customs 
facilitation efforts are laudable, these measurements indicate that there is still much room for 
improvements and hard work should continue, including benchmarking of best performers like 
Singapore.   

If these trade costs would be reduced and procedures further streamlined, trade facilitation measures 
are expected to positively impact on SMEs.  This is one way of levelling the playing field for SMEs 
that could not match the financial capabilities of larger firms.  With bottlenecks addressed, trading 
with Philippine SMEs would be more attractive, particularly when the latter could take advantage of 
economies of scale via clustering.  Eventually, with increasing participation in trade transactions, 
these SMEs may be able to deepen its access to regional and global production networks.   

On the other hand, SMEs are also facing challenges with trade facilitation measures.  The use of more 
advanced and sophisticated IT applications would require SMEs to upgrade their own systems, which 
are costly in terms of physical equipment necessary and the human resource capability to operate 
them.  There are programs that provide privileges and incentives to large firms but can be 
discriminating to SMEs like the Supergreen Lanes at the BOC.  The learning curve for SMEs in terms 
of familiarizing themselves with new customs procedures may be longer than larger firms, which has 
specific internal structures dedicated to this while the former’s limited manpower would have to 
multitask.   

Conclusion 

The trade facilitation effort in the Philippines is still a work in progress.  While it is being geared 
towards benefiting enterprises engaged in trade, in general, there are possible measures that could 
address the needs of the SMEs, in particular.  A special window that would facilitate one-stop shop 
transactions for SMEs could be set up, not only in the major ports but in remote facilities as well, such 
as in the SME Centers located in various parts of the country.  These Centers are equipped with high 
grade IT hardware that could be utilized as platform for accessing customs processes to serve as a 
common facility for SMEs that could not afford costly equipment.  The EXPONET, which practically 
serves as trade facilitation office, provides assistance to exporters and also caters to SMEs and offer 
them their menu of services.   They can be hooked up with the BOC as another outlet for information 
dissemination of trade facilitation facilities.  Further, in line with the flurry of information materials 
being made available to SMEs by the Department of Trade and Industry, a booklet on the latest 
customs procedures could be produced jointly with the BOC both for existing SME exporters and for 
those that have inclination to engage in international trade.  Other common facilities and services that 
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are trade related can be strengthened for the use of SMEs such as storage and warehouse facilities and 
brokerage and logistics services.  Indeed, trade facilitation measures catered to both large enterprises 
and SMEs would augur well for the goal towards improved national competitiveness.   
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