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EXECUTIVE SUMMARY

Some provisions of Articles XII and XIV of the 1987 Constitution
protect Filipino professionals and educational institutions from foreign
competition. Foreign professionals can work in the Philippines only in
extreme cases or only if  there is reciprocity, i.e. Filipino professionals
are also allowed to practice in the foreign country. Except for sectarian
or religious institutions, foreigners can own at most only 40% of equity
in schools, and are not allowed to control and administer the institutions
of  learning.

In the practice of professions, Filipinos have been given preferential
treatment over their foreign counterparts for various reasons: labor is
seen as a primary socio-economic force; the country aspires to be self-
reliant; citizens must be the prime beneficiary of economic activity in
their own nation. In the education sector, foreign participation has been
restricted to ensure that Filipinos are educated on Filipino values and
culture. Patriotism and nationalism are traits that have to be inculcated
to strengthen Filipino identity.

The Constitution’s restrictive provisions have limited the country’s
flexibility in taking advantage of  domestic and international opportunities.
Globalization is the prime mover of  these opportunities. In the decades
to come, this phenomenon will only increase as countries will take
advantage of  each other’s markets and resources. The experience of
countries that have liberalized their services sectors shows ever increasing
economic and social benefits in opening these sectors.

The entry of foreign professionals and educational institutions will
contribute to a better Philippine economy through more competition,
higher investments, exposure to global best practices, innovation to keep
up with global standards, and technology transfer. Moreover, with the
entry of  foreign schools in the country, more foreign students will opt to
study here. Their tuition fees, consumption and even tour packages shall
contribute significantly to our economy.
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Article XII: National Economy and Patrimony

Sec 14. The sustained development of a reservoir of national talents consisting
of Filipino scientists, entrepreneurs, professionals, managers, high level
technical manpower and skilled workers and craftsmen in all fields shall be
promoted by the State. The State shall encourage appropriate technology and
regulate its transfer for the national benefit.

The practice of all professions in the Philippines shall be limited to Filipino
citizens, save for cases prescribed by law.

Article XIV: Education, Science and Technology,
Arts, Culture and Sports

Sec 4. Educational institutions, other than those established by religious groups
and mission boards, shall be owned solely by citizens of the Philippines or
corporations or associations at least sixty per centum of the capital of which is
owned by such citizens.

The Congress may, however, require increased Filipino equity participation
in all educational institutions.

The control and administration of educational institutions shall be vested in
citizens of the Philippines.

No educational institution shall be established exclusively for aliens and no
group of aliens shall comprise more than one-third of the enrollment in any
school. The provisions of this subsection shall not apply to schools established
for foreign diplomatic personnel and their dependents and, unless otherwise
provided by law, for other foreign temporary residents.

The requisite form of  a good written Constitution is that it should be
brief, broad and definite [De Leon 1989]. Brevity and breadth imply that
the provisions ought not to be too detailed so that the Constitution will
not have to be amended when certain circumstances arise. This idea
basically entails a flexible Constitution that can be beneficial for generations.
The insertion of Article XII Sec 14 paragraph 2 and Article XIV Sec 4
paragraphs 1 and 2 violated brevity and breadth since both were too
detailed for a fundamental law. The specific mandates were: First,
disallowing foreign professionals from practicing their professions in the
country except for cases prescribed by law1; second, a 40% maximum

INTRODUCTION
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equity for non-sectarian foreign educational institutions to own and/or
operate schools in the country except for foreign sectarian orders. In
addition, foreign-owned sectarian schools must still be administered by
Filipinos.

The reasons for these controls were noble, and it could be easily
surmised that most Filipinos naturally supported them: the Filipino first
policy in the use of labor; the desire to ensure that citizens get priority
over foreigners as regards local jobs; Filipino control of  our economy,
and the aspiration that Filipinos stay true to their nationalistic and patriotic
values. In short, the goal was the Filipinization of  the Philippines.

Some sectors and organizations have called for a revision or deletion
of  these provisions. Two decades after the ratification of  the
Constitution, these provisions seem to prevent the Philippines from taking
full advantage of the benefits of foreign capital and skills through
liberalization or the opening of national borders for greater competition
and economic activity. Owing to the slow World Trade Organization
(WTO) developments, with around 141 countries having a hard time
agreeing with each other, some countries have hastened liberalization
by engaging with a smaller number of countries through regional
agreements, with individual countries through separate bilateral
agreements, or by just unilaterally opening borders.2 Advocates say that
there will be more economic development if the Philippines will open
itself  further to foreign educational institutions and professionals.3

The 1987 Constitution was drafted and ratified during the presidency
of  Corazon Aquino. After finding out the ills of  the Constitution first
hand, the three presidents that succeeded Mrs. Aquino have supported
or initiated attempts to change it. All three eventually failed. They either
failed to muster enough support or succumbed to resistance from various
sectors (e.g. religious groups, non-government organizations, party list
groups).4

This paper briefly traces how the provisions for disallowing foreign
professionals to work in the country and prohibiting foreigners from controlling
and administering educational institutions crept into the 1987 Constitution.
It includes relevant discussions among the commissioners of the 1986
Constitutional Commission on their rationales and justifications for endorsing
or opposing the provisions. After peering into the proceedings of the
Commission and related literature, the paper continues to look into how the
1999 Constitutional Correction for Development (Concord) and the 2005
Consultative Commission (ConCom) viewed the topics at hand. Every time
the provisions were discussed, their advantages and disadvantages were
debated upon.

Advocates say that
there will be more

economic
development if the

Philippines will open
itself further to

foreign educational
institutions and

professionals.
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The paper analyses the services sectors in the current context of  the

Philippines and the world. It suggests the overall benefit of  opening these
sectors to foreign professionals and foreign educational institutions. An
important note here: the sections on foreign professionals and educational
institutions are summaries from the actual proceedings of the 1986
Commission, the 1999 Concord, and the 2005 Concom, while the author’s
analyses are found in the section on current context/impact. The paper has
been structured this way to present a more balanced view.

Profession and education have been grouped together in this study since
professionals are first educated in higher educational institutions before
they can formally enter the work force. Moreover, both fall under the services
category of  the WTO.

Browsing through the minutes of the plenary discussions of the 1986
Constitutional Commission, one surmises that most of  the commissioners
were in favor of “protecting” Filipino professionals over their foreign
counterparts.5 The arguments for protectionism came from both theory
and experience. An example of international experience raised during the
plenary is quoted below:

On the matter of restriction that may be provided in certain areas
of  the economy to make the country more self-reliant, Mr. Gascon
read a commentary which shows that, by imposing restrictions on
foreign investment and influx of  foreign technical personnel, Brazil
and India have produced a core of qualified local scientists and
technicians which gave rise to the beginnings of a scientific culture in
these two countries. [page 23, Journal of  the Constitutional
Commission (JCC)  No. 56, 14 August 1986]

Another argument to restrict foreign professionals was the abundance
of  domestic professionals in the country, to quote:

Mrs. Quesada also explained that the Professional Regulatory Act
provides for the limitation on the practice by foreigners of their
professions. She added that there are actually enough medical experts
in the country, some of  whom were sent to other countries. [page 32,
JCC No. 56, 14 August 1986]

PRACTICE OF FOREIGN
PROFESSIONALS

The arguments for
protectionism came
from both theory and
experience.
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Although majority of the commissioners advocated and voted for

the protection of Filipino professionals in relation to their foreign
counterparts, the commission inserted a qualification that exemptions
may be made by Congress.

To thoroughly understand why Section 14 of  Art. XII Filipinized
labor or gave preference to Filipino over foreign professionals, it is best
to see the final form of  the provision and how other parts of  the 1987
Constitution fit in.

The commissioners understood a profession as “a calling which requires
the passing of an appropriate government board or bar examination, such
as the practice of  law, medicine, public accountancy, engineering, etc.”6

A profession is seen as a public service where profits gained are only
incidental to the practice. Although the practice of professions is primarily
reserved for Filipinos, the Constitution authorizes Congress to make
exemptions. Treaties, reciprocity,7 and special reasons in favor of  a
particular foreigner [De Leon 1989] are part of the discretion delegated to
Congress.

Article XII, Section 1

Section 1. The goals of the national economy are a more equitable
distribution of opportunities, income and wealth; a sustained
increase in the amount of goods and services produced by the
nation for the benefit of the people; and an expanding productivity
as the key to raising the quality of life for all, especially the
underprivileged.The State shall promote industrialization and
full employment based on sound agricultural development and
agrarian reform, through industries8 that make full and efficient
use of human and natural resources, and which are competitive
in both domestic and foreign markets. However, the State shall
protect Filipino enterprises against unfair foreign competition and
trade practices.
In the pursuit of these goals, all sectors of the economy and all
regions of the country shall be given optimum opportunity to
develop….

Section 12. The State shall promote the preferential use of Filipino labor,
domestic materials and locally produced goods, and adopt
measures that help make them competitive.

Although the practice
of professions is

primarily reserved for
Filipinos, the
Constitution

authorizes Congress
to make exemptions.
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There are other provisions that are relevant to the practice of professions
in the service of  the national economy:

The above provisions directly or indirectly touch upon Filipinization of
labor, in addition to Section 14 of Article XII. Brief explanations are
found below.

National Economy (Article XII) involves human resources,
which constitute a major factor of production in goods and
services.

Equitable distribution, one of the three goals of the national economy,
pertains to opportunities, income and wealth.

Full employment is thought to be the solution to mass poverty.
In turn, the elimination of mass poverty leads to social peace
and political stability.

Preferential use of Filipino labor (and domestic inputs and
products) protects and promotes Filipino labor over foreign
labor. However, it does not mean absolute protectionism or
insulation from foreign competition.

Labor is considered a primary socio-economic force, and thus
full employment should be a national goal.

1987 Constitution - Other Articles

Article II Declaration of Principles and State Policies

Section 18. The State affirms labor as a primary social economic force. It shall
protect the rights of workers and promote their welfare.

Section 19. The State shall develop a self-reliant and independent national
economy effectively controlled by Filipinos.

Article XIII Social Justice and Human Rights

Section 3.    The State shall afford full protection to labor, local and overseas,
organized and unorganized, and promote full employment and equality
of employment opportunities for all [Filipinos]…

.....

.....

.....

.....

.....
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Self-reliance (Art. II Sec. 19) is a guideline in developing
the national economy that does not seek to exclude the
international community. Rather, it means minimum
dependence on foreign governments, investors, financing
and aid.

An independent economy (Art. II Sec. 19) entails freedom
from unwarranted foreign dominance, especially in the use
of  natural resources and the operation of  public utilities.

An economy effectively controlled by Filipinos (Art. II
Sec. 19) is based on the idea that Filipinos should be the
principal beneficiaries of economic activity in their
country.

When the 1999 Concord was organized, various issues on foreign
restriction were also raised.

A grey area was raised on whether or not the constitutional restriction
allows, for example, an American lawyer in the Philippines to give
professional advice regarding New York Law, or a foreign accountant to
assist in applying foreign accounting rules in a company operating in the
country.

Adverse effects if foreign professionals were allowed to practice were
hypothesized by the Committee. First, unemployment might worsen and
bring about a greater exodus of Filipino professionals for jobs abroad.
Sixty to ninety percent of licensed professionals were reportedly
unemployed. Specifically in nursing, 128,000 were either unemployed or
underemployed.9 If the country were flooded by foreign professionals who
were willing to work for less, Filipinos consequently would be dislocated.
This fear was expressed by a nursing association with reference to the
possible entry of nurses from Sri Lanka and Bangladesh. Another concern
was the quality or standard of  service in the profession. It was asserted

.....

.....

.....

1999 Constitutional Correction for Development (Concord)

The Concord Preparatory Commission took up the school of thought that
says a Constitution should contain only basic principles and policies of
government. Thus, a restriction on foreign professionals is out of place. Unlike
the 1987 Constitution, the 1973 and 1935 Constitutions had no such restriction.
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that the entry of  foreign professionals might downgrade standards. Also,
domestic professionals might receive lower pay compared to their foreign
counterparts.10

Tereso Tullao, a professor from the De La Salle University, touched on
the advantages of  liberalizing foreign professional services, when he
presented a paper to the Preparatory Commission’s committee on
educational institutions and professional activities:11

  ....The liberalization of  professional services should, however, be
encouraged where there are relative deficiencies in supply. Based on
this criterion, highly skilled professionals, scientists, professors will
be allowed to enter the country to transfer technology, develop research
capability and assist in the improvement of  the country’s universities.

Present laws already allow foreign professionals under special
conditions, such as treaties and reciprocity. The country is a signatory to
the World Trade Organization (WTO), General Agreement on Trade and
Services (GATS) and the Association for Southeast Asian (ASEAN)
Framework Agreement on Services, all of  which call for the entry of
professionals from member countries. The Philippines is obliged to follow
these agreements. Competency and qualification requirements imposed
by member countries, however, have curtailed the free entry of
professionals among them.

Presidential Decree No. 223 created the Professional Regulation
Commission to regulate the practice of  professions in the Philippines.12

One of  its vested powers has been to award reciprocity, or to automatically
approve the registration of foreign professionals here, provided that the
foreign professionals’ country of origin bestows the same privilege to
Filipinos. Note that reciprocity meant that there was no need for qualifying
examinations for foreign professionals so long as there was equal treatment
of  Filipino professionals in the foreign country. As seen in the decree:

Possible beneficial effects were also presented. First, the entry of foreign
professionals would lead to more demand for assistants, and this would help plug
the underemployment/unemployment problem; also foreign professional firms
would have a demand for Filipino professionals to staff their offices. Second,
competition forces domestic professionals to improve their skills. Third, foreign
professionals can transfer their technology and skills to their domestic counterparts.
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The Committee presented a list of allowed foreign professions in
the country, once another country opens its economy to Filipinos of  the
same professions.13

Although the Preparatory Commission found that there were no
restrictions on foreign educational institutions and professionals in the
Constitutions of other Asian countries, it eventually recommended that
the constitutional restriction on foreign professionals should not be

The Commission may, upon the recommendation of the Board concerned,
approve the registration of and authorize the issuance of a certificate of
registration with or without examination to a foreigner who is registered
under the laws of his country: Provided, That the requirement for the
registration or licensing in said foreign state or country are substantially
the same as those required and contemplated by the laws of the Philippines
and that the laws of such foreign state or country allow the citizens of the
Philippines to practice the profession on the same basis and grant the
same privileges as the subject or citizens of such foreign state or country:
Provided, finally, That the applicant shall submit competent and conclusive
documentary evidence, confirmed by the Department of Foreign Affairs,
showing that this country’s existing laws permit citizens of the Philippines to
practice the profession under the rules and regulations governing citizens
thereof. The Commission is also hereby authorized to prescribe additional
requirements or grant certain privileges to foreigners seeking registration
in the Philippines if the same privileges are granted to or some additional
requirements are required of citizens of the Philippines in acquiring the
same certificates in his country. [Presidential Decree No. 223, Section 5-J]

 
 

Table 1. List of Allowed Foreign Professions in the Philippines 
 

Accounting Interior Design Marine Engineering 
Agricultural Engineering Librarians Nursing 
Architecture Master Plumbers Nutrition and Dietetics 
Chemical Engineering Mechanical Engineering Optometry 
Chemistry Medical Technologist Physical and Occupational Therapy 
Civil Engineering Medicine Radiologic Technology 
Dentistry Merchant Marines Sanitary Engineering 
Electrical Engineering Metallurgical Engineering Social Work 
Electronics and 
Communication Engineering 

Midwifery Sugar Technology 

Geodetic Mining Engineering Teaching 
Geology Naval Architecture Veterinary Medicine 
 
Source: Committee on Educational Institutions and Professional Activities, Report of the Preparatory Commission on 
Constitutional Reforms (1999). 
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amended. The main argument was that the current Constitution already
granted flexibility to Congress in determining which professional activities
might be allowed.14

The issue of foreign professionals seemed to have been unimportant to
the 2005 Concom. The minutes, transcripts, resolutions, regional
consultations, and reference materials indicated that the concentration on
the national economy was focused on foreign investors, not foreign
professionals. Perhaps the wisdom of  the Concom was the same as that of
the Concord: since the provision granted Congress flexibility, then it is
already flexible.

Education may refer to the process of training the physical, mental
and/or moral faculties of an individual; the purpose of education is to
provide an individual with knowledge, skill, competence, or usually,
desirable qualities of behavior and character to render him fit for the duties
of life [De Leon 1989].

As in the previous discussion on foreign professionals, it is better to
understand the provision of limited foreign control on educational
institutions by looking at other parts of the Constitution and how the
commissioners framed it. The relevant articles and sections from the
Constitution are seen below:

2005 Consultative Commission

FOREIGN EDUCATIONAL INSTITUTIONS

1987 Constitution - Educational Institutions

Article II- Declaration of Principles and State Policies

Section 17. The State shall give priority to education, science and technology,
arts, culture, and sports to foster patriotism and nationalism,
accelerate social progress and promote total human liberation and
development.

It is better to
understand the
provision of limited
foreign control on
educational
institutions by
looking at other parts
of the Constitution
and how the
commissioners
framed it.
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Article II Section 17 identifies three goals for education (and science
and technology, arts, culture and sports). They are the following:

Foster Patriotism and Nationalism - Patriotism is love for or
devotion to one’s country; nationalism is a sense of  national
consciousness exalting one nation above others and placing
primary emphasis on the promotion of its culture and
interests as opposed to those of other nations or
supranational groups.15

Accelerate Social Progress - Enhancement of the national
standard of  living in all of  its aspects (e.g. economic, social,
cultural, political) means development for the common
good.

Promote total human liberation and development - While social
progress implies the common good, promoting total human
liberation and development entails individual freedom from
ignorance, poverty, fear and illiteracy. By freeing an
individual from such conditions (through education), he
may contribute to the betterment of  society and the pursuit
of the common good.

Commissioner Sarmiento, during a September 1986 plenary
session, gave a lofty description of Filipino nationalism:

Article XIV- Education, Culture, Science and Technology, Arts and
Sports

Section 3. (1) All educational institutions shall inculcate the study of the
Constitution as part of the curricula.

(2) They shall inculcate patriotism and nationalism, foster love of
humanity, respect for human rights, appreciation of the role of
national heroes in the historical development of the country, teach
the rights and duties of citizenship, strengthen ethical and spiritual
values, develop moral character and personal discipline,
encourage critical and creative thinking, broaden scientific and
technological knowledge, and promote vocational efficiency.

.....

.....

.....
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The three goals of education were further supported by Article XIV
Section 3 paragraph 2 by directing educational institutions to inculcate
patriotism, nationalism and the values that citizens need to be of benefit to
Philippine society.

Since the fostering of nationalism and patriotism is an educational goal,
the framers of the Constitution thought that it was best to mandate the
control and administration of educational institutions to Filipino citizens
only. In this way, it was believed that Filipinos will become truly and fully
Filipino and free from the subservient colonial mentality.

Schools established by religious groups and mission boards were
exempted from the 40% foreign ownership cap. Note that ownership was
distinguished from control and administration. Administrative and
management control (President, Vice-President, Registrar, Dean, Director)
of  schools were reserved for Filipinos - whether sectarian or non-sectarian.
Religious groups and mission boards were awarded or had “earned” the
privilege to own educational institutions for two reasons: first, because of
their role in establishing schools in far-flung areas barely reached by
government; second, sectarian organizations were non-profit groups. The
commissioners appreciated the public service rendered by schools of  non-
profit sectarian institutions.

The 1987 Constitution allowed foreigners, who do not represent
religious organizations, a maximum of only 40% ownership in schools,
but Congress may subsequently decrease the percentage. It was not clear
why foreigners were only allowed a maximum 40% equity, when there is
also the restriction of  control and administration to Filipino citizens.

Filipino Nationalism is the determination to uphold the sovereignty of the Filipino
people, the right of the Filipinos to freely decide the destiny of the nation....the
kind of government we should have and who should run it; what is the common
good and how to attain it; how our society should be structured; how the wealth
of our land and seas should be used, developed and shared; and how our
culture should be preserved and enhanced. Filipino nationalism is more than
patriotism. It is more than love of land and people, loyalty to flag and country
and readiness to sacrifice personal interest for the common good. It is the firm
resolve never to allow our people to be dominated, controlled by foreign power
or domestic tyrants and to oppose totalitarianism, imperialism and hegemony
with all the means at our command.... [Record of the Constitutional Commission
(RCC) No. 71, 1 Sept 1986]

Since the fostering of
nationalism and
patriotism is an
educational goal, the
framers of the
Constitution thought
that it was best to
mandate the control
and administration of
educational
institutions to Filipino
citizens only. In this
way, it was believed
that Filipinos will
become truly and
fully Filipino and free
from the subservient
colonial mentality.
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Just after the 1986 EDSA event, memories of foreign colonialism
were still strong and foreign influence was suspect. Thus, most
commissioners instituted “multiple protections” from what was foreign.
A warning against xenophobic nationalism, which fell on deaf ears, was
voiced by Commissioner Colayco:

It would be a big mistake for us to insist that no school should be
run in the Philippines unless owned and directed especially by
Filipinos. We are becoming too paranoid about this. [RCC No.
71, 1 Sep 1986]

A Department of Education with sufficient regulatory powers would
have been sufficient to ensure that Filipino learners would be taught
patriotism and protected from foreign colonialism. However, the desire
of the commissioners for protection was so great that they thought it was
best to make it part of  the fundamental law, with the following arguments:

.....that what comes with foreign ownership and management will
be foreign ideas. Even if  there are prescribed curricula and thrusts
from the Ministry of  Education, Culture and Sports from the
Constitution and from different government agencies, there is still
the tendency for foreign-owned schools to teach additional subjects
inculcating foreign ideals. [RCC, 6 Sep 1986]

By 1999, much had already changed in the global and domestic
landscape. Continuing advances in physical transportation (airplanes,
shipping, etc), communications technology (cell phones, internet, cable
television) and geopolitical economic and political alliances have brought
people all over the world closer to each other. In the meantime, government
continued to struggle to address the lack of  fiscal resources to build and
maintain additional schools.

1999 Concord

Globalization was the main argument for removing the restriction on
ownership, control and management of private schools. Because the
Philippine government had been unable to fully fund its services and projects,
there was greater receptivity to foreign capital for complementing the
government’s role in providing access to quality education.

The desire of the
commissioners for
protection was so

great that they
thought it was best to

make it part of the
fundamental law.
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Modern equipment, technology and technical expertise would also

come with the foreign investment. These were needed to prepare Filipinos
for the global economy, or become more competitive globally.

The argument for foreign capital naturally came with a business norm:
It would be highly risky for corporations to provide huge capital for a business
where they do not have control in the administration and management.
Thus, even with an existing 40% maximum equity, foreign entrepreneurs
were apprehensive to put up schools. The 1999 Concord offered a “watered-
down” proposition to retain foreign restriction at the primary and secondary
levels. It was also argued that, if  restrictions were really needed, it may be
better to delegate the decision to Congress, which had more flexibility in
adapting to current changes, given the rigid requirements for a constitutional
amendment. The arguments of some Concord commissioners in favor of
retaining the restrictions on foreign educational institutions were similar to
those of  the 1986 commissioners who warned against harmful foreign
influences on Filipino learners.

Commissioners who were against the removal of the restriction had
another interesting argument. Foreign investors in education have not been
hindered by the restrictions, but by factors indirectly outside the education
sector: peace and order; political, economic and social instability; red tape;
investment climate. Furthermore, quality local educational institutions are
thought to have been hampered by lack of government financial support,
the improper implementation of regulations, an excessive regulatory
framework, and stringent legal provisions such as the minimum paid-up
capital stock for educational institutions and the prohibition of the use of
public funds to subsidize stock educational institutions and sectarian ones.
Examples of  these provisions are in the boxes below.

Republic Act No. 7798 or the Education Act of 1982

The minimum paid-up capital for stock educational institutions for those
engaged in elementary education shall not be less than One million pesos
(P1,000,000); not less than Two million five hundred thousand pesos
(P2,500,000) for those offering both elementary and secondary education;
and not less than Five million pesos (P5,000,000) for those offering elementary,
secondary and tertiary and postgraduate courses, except existing educational
institutions organized as stock corporations which may retain their original
capitalization

Stock educational institutions may be allowed only in capital-intensive courses
of study as may be determined by the Department of Education, Culture and

The arguments of
some Concord
commissioners in
favor of retaining the
restrictions on foreign
educational
institutions were
similar to those of the
1986 commissioners
who warned against
harmful foreign
influences on Filipino
learners.
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During the Concord deliberations, Asiaweek released its ranking of
the 1999 Best Universities in Asia. Four Philippine schools were ranked
in the Multidisciplinary Institutions category; the University of the
Philippines got the highest rank, among the 4 schools, but was only #32
overall. Worse, the country was nowhere in the Best Science and
Technology Institutions.16

At the end of the deliberations, the commissioners concluded that
foreign expertise and management should be recognized; hence the matter
was better left to law and regulation.

Sports, the Commission on Higher Education, and the Department of
Science and Technology, as the case may be

Any school that is established or organized as a stock corporation shall be
ineligible for any form of government subsidy, incentive or assistance, except
those given to individual students and teachers in the form of scholarships,
student loans, or other forms of subsidy as already mandated under existing
laws. Government assistance to non-stock schools for educational programs
shall be used exclusively for that purpose.

Source: House of Representatives

Prohibition of Public Subsidy to Sectarian Private Schools

Article VI Legislative Department

Section 29, paragraph 2. No public money or property shall be appropriated,
applied, paid, or employed, directly or indirectly, for the use, benefit, or support
of any sect, church, denomination, sectarian institution, or system of religion,
or of any priest, preacher, minister, or other religious teacher, or dignitary as
such, except when such priest, preacher, minister, or dignity is assigned to
the armed forces, or to any penal institution, or government orphanage, or
leprosarium.

Source: 1987 Constitution
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The 2005 Concom had a more liberalized view of foreign participation
relative to the 1987 Constitution, but it was more conservative than the
1999 Concord. To wit, pre-school, elementary and high school were left
under Filipino control,17 but the 2005 Concom did not say anything about
the post-secondary levels. This would give more flexibility to Congress in
legislating ownership and control at the tertiary and post-graduate levels.
Elementary and high-school levels were believed to be crucial periods in
forming the character of  young learners. The arguments for and against
foreign institutions were essentially the same as in the previous commissions.

There were some noteworthy statements presented at the proceedings.
Commissioner Donald Dee stated that it was to the advantage of the youth
for the educational sector to be opened to foreign institutions since education
was a matter of choice. Any person should be able to choose which school
he can go to. One commissioner recounted the experience of  his child who
had to pay so much to obtain a degree outside the country. Another
commissioner, however, went to the extreme by saying that Filipino culture
is being wiped out by globalization. The commission, however, did not
consult any organization of Philippine colleges and universities in crafting
its proposed amendment on education.

Concom Proposed Revision of the Educational Provision

Article XVI- Education, Science, Culture and Sports

Section 4, paragraph 2. Educational institutions at the pre-school, elementary
and high school levels, other than those already established by religious groups
and mission boards, shall be owned solely by citizens of the Philippines, or
corporations or associations at least sixty per centum of the capital of which is
owned by such citizens. Parliament may, however, require increased Filipino
equity participation in all educational institutions. The administration of
educational institutions shall be vested in citizens of the Philippines.

2005 Consultative Commission
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A review of the discussions of the commissioners as regards foreign
professionals and educational institutions reveals their presumptions and
fears as regards the possible detrimental effects of foreign talent on the
country. In my view, however, foreigners can contribute much to the
Philippine economy. Moreover, foreign institutions could be regulated
effectively in various ways through licensing and taxation measures.

Although the current Constitution was approved by around three out
of  four Filipino voters in February 1987 or three months after the ConCom
completed its draft, one can legitimately raise the question whether or not
the voters had enough opportunity to study the long document and had
sufficiently understood its contents and implications.

In my view, the restrictive provisions of  the Constitution pertaining
to foreign professionals and educational institutions have contributed to
the underdevelopment of  the Philippines. Their detrimental effects have
been exacerbated by the other protectionist provisions in the Constitution,
specifically on the prohibition of foreigners to own land and mass media
entities and a 40% maximum foreign equity for corporations if they want
to exploit natural resources and invest in public utilities.19

The restrictive provisions had more bearing during the 1980s and the
decades before it. The commissioners made a mistake of overprotection
for the future generations. Prof. Gerardo Sicat said it best: “the Constitution
should not be made into a set of prejudgments that are no different from
the actions of parents who think they know what is best for their children

CURRENT CONTEXT / IMPACT

A problematic feature of the 1987 Constitution is economic protectionism, and
it is unfortunate that most of the commissioners who supported protectionism
had limited background of economics as a discipline. The Chairman on
National Economy and Patrimony of the 1986 Concom remarked that the other
commissioners would have benefited from a short lecture on economic
concepts.18
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for all time.”20 The framers of the Constitution did not foresee the
phenomenon of globalization, where the rate of economic and social
integration with other nations is increasing.

Globalization is the increasing interconnectedness of people and places
as a result of advances in transportation and communication and
information technologies which bring about political, economic and
cultural convergence.21 It is also about individual freedom of choice as
regards which product or service to produce or buy anywhere in the world.
The more open a domestic economy is to goods and services from around
the world, the more globalized it is. It is estimated that globalization accounts
for 30% of  world GDP.22 Education and professionals fall under the services
category in the WTO. Currently, world trade in services accounts for just
6% of global GDP [Roach 2006]. This means that there is a big potential
for growth in world services. It also means that the Philippines is part of
this potential.23

Below are 4 modes of  services as defined by GATS. None of  them can
be said to be new in the Philippines.

 In the educational sector, an example of Mode 1 is the National
Technical School (from the United States) when it operated a correspondence
school in which Filipino students could study and interact with the school
through mail. The case of Jose Rizal during his studies in Europe would fall
under Mode 2. The delivery of Mode 3 in the country is in two ways: through
branch campus operations with the assistance of brokers or agents, and
through partnerships with local higher educational institutions (HEIs).24

Mode 4 occurs when a foreign professional/teacher goes to the Philippines
to practice his/her profession.

The framers of the
Constitution did not
foresee the
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globalization, where
the rate of economic
and social integration
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increasing.

 
 

Table 2. GATS Modes of Supply of Services 
 
 
Mode 1: 

 
Cross-border 

 
A user in country A receives services from abroad through its 
telecommunications or postal infrastructure.  Such supplies 
may include consultancy or market research reports, tele-
medical advice, distance training, or architectural drawings. 
 

 
Mode 2:  

 
Consumption abroad 

 
Nationals of (country) A travel abroad as tourists, students, or 
patients to consume the respective services. 
 

 
Mode 3:  

 
Commercial presence 

 
The service is provided within (country) A by a locally-
established affiliate, subsidiary, or representative office of a 
foreign-owned and controlled company (bank, hotel group, 
construction company, etc.). 
 

 
Mode 4:  

 
Movement of natural 
persons 

 
A foreign national provides a service within (country) A as an 
independent supplier (e.g., consultant, health worker) or 
employee of a service supplier (e.g. consultancy firm, 
hospital, construction company). 
 

Source: WTO 
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As in any kind of  reform, there are interest groups who will lobby
against the removal of  the restrictions. Majority of  these interest groups
will naturally come from domestic professional associations and
companies25 and educational institutions (including the teachers). They
are the first to be affected, and will bear the burden of economic and
social adjustments in the short run. It is the nature of  man to protect his
territory against adversity (competition). However, they too will benefit
in the long run, as will be outlined below.

Those who stand to benefit immediately in the short run to the long
run are those who will consume, use and be employed by the foreign
services: companies, entrepreneurs, and families who are sending their
children to school.

The liberalization of the entry of foreign professionals (and
subsequently the entry of  professional services companies) and foreign
educational institutions will not immediately contribute to poverty
alleviation.26 Professional institutions and companies, whether domestic
or foreign, prioritize the hiring of skilled workers, who usually do not
belong to the very poor. Foreign educational institutions will probably
charge tuition and fees that will be slightly higher than or comparable
with those of local private institutions whose prohibitive fees turn them
into exclusive or elitist institutions.

Opening only the services sector probably will yield sub-optimum
gains. All sectors should work together since the economy is the sum of
its parts.

It is wrong to think that the entry of foreign professionals and
educational institutions (including foreign students) is improbable owing
to our relatively small economy and relatively high poverty rate. Foreign
schools and professional service companies that will venture here will
likely look for ways to respond innovatively to these conditions.

The benefits of professional and educational services liberalization will be
indirect toward the poor and will occur in the medium to the long terms. The
eventual boost to the economy coming from the liberalization will trickle down
to the poor. The opening of the professional and educational services, however,
should also be complemented by the deletion of the other economic restrictions
in the Constitution27 in order to stimulate the whole economy.
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Because the Constitution provided that foreign professionals may be
allowed to practice in the Philippines “in cases prescribed by law” (e.g.
reciprocity), the detrimental effects of this provision would theoretically
have been effectively neutralized. However, two decades after the ratification
of the 1987 Constitution, no actual reciprocity agreement has taken effect.
Meanwhile, the laws and regulations that allow certain professions to be
practiced by foreigners are restrictive in the following ways:

Each profession is covered by a separate law specifying the
requirements for testing and licensing [Tayag 2005]. 28

Of the 43 professions under the PRC, 42 are open to
foreigners for practice subject to reciprocity conditions; only
Pharmacy is 100% prohibited to foreigners. However, there
has not been any reciprocity agreement between the
Philippines and other countries.

Article 40, Labor Code: “Any alien seeking admission to
the Philippines for employment purposes and any domestic
or foreign employer who desires to engage an alien for
employment in the Philippines shall obtain an employment
permit from the Department of  Labor and Employment.
The employment permit may be issued to a nonresident alien
or to the applicant employer after a determination of  the
non-availability of a person in the Philippines who is
competent, able and willing at the time of application
to perform the services for which the alien is desired.”

Republic Act 5181 – 3 years of residence in the Philippines
before foreigners can practice their professions.

The problem with reciprocity is that every country can have different
reasons for not allowing another country’s professionals. Every government
is also subject to its own protectionist ideals, vested interest groups, electoral

Foreign Professionals

This paper argues for the opening of Philippine markets to allow the import of
services of foreign professionals or, in other words, the liberalization of the
Philippines to foreign professionals. Whatever subsequent regulation may be
imposed on them should only be equal to their local counterparts, given the
benefits that the foreign professionals can bring.

.....

.....

.....

.....
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cycles, and biases against the credibility of professionals from other
countries. Further, services of  professionals are part of  a package that
includes other sectors of the economy in multilateral, regional and bilateral
negotiations. Such negotiations can take a long time, and there might be
no agreement in the end. Meanwhile, the theoretical benefits accruing to
a country will be delayed, as growth in the concerned sector and the indirect
benefits to other sectors are stunted.

The theoretical advantages of liberalizing the professions, based on
discussions in the WTO, are the following:

Economic Performance - professional services are
human resources that are important inputs in the creation
of  products in society. For example, the skills of  engineers
are required to make infrastructure such as bridges, roads,
and power plants; accountants are needed to process
financial information for companies and individuals.
Foreign companies invest in the country, bringing with
them their capital and human resources. Technically,
foreign companies with investments in services are
allowed in the Philippines; it is the employment of foreign
professionals which is restricted. Foreign professional
companies are marginal right now, because it is difficult
to bring with them their own professionals. When this
becomes easy, the increased investments and consumption
by foreign professional companies will stimulate economic
activity, and their hiring of  Filipino professionals will also
be likely. As there will be more individuals and companies
supplying professional services, competition between
domestic and foreign suppliers will be enhanced. This will,
consequently, force them to be more productive or
efficient.

Consumer Savings/Lower Prices – as the suppliers of
services compete with each other, they are forced to lower
their prices. This will result in savings for those who will
require their services. Moreover, companies and individuals
who demand the services of  professionals will have more
choices in picking who to hire based on needs and
preferences.

Faster innovation – competition will also force the
suppliers of  services to constantly make their outputs
better, and differentiate their outputs from others. For
example, architects will have more incentive to create
works of art to gain prominence over others in the market.
Professionals will adopt better technologies faster (such
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as use of the internet) in interacting with their clients or in
sending their outputs.

Technology Transfer – as foreign companies and
individuals exploit the domestic market, Filipino
professionals will learn from the techniques or methods of
multinationals who are using global best practices. Filipinos
will either be hired by the multinationals or work in
partnership with them and thus learn about the new
technology.

In addition, the taxes (income, corporate) collected from the foreign
professionals and services companies will contribute to the national treasury.
Currently, foreigners who are grantees of  Special Temporary Permits are
only charged Php 1,250 each.29 The current practice of companies is to hire
the services of  foreign professionals, but to register them only as consultants
of  those with regular positions in the company. This means that the
documents that should be signed by the foreign professionals are instead
passed on to Filipino professionals. These are unenforceable bans, with
companies going around the system. Hence, there are no proper records of
the documents, and the foreign professionals are not correctly taxed in
practicing their professions.

A potential sunrise industry that the Philippines should exploit is medical
tourism, which can include foreign doctors where applicable. Briefly, medical
tourism is traveling to another country for health care. The medical services
include specialized surgeries, cosmetic surgeries, transplant, and cancer care.
Factors that have led to the recent increase in popularity of medical travel
include the high cost of health care and long waiting times for procedures
in industrialized nations, the ease and affordability of international travel,
and improvements in technology and standards of  care in many countries
of the world.30

A University of Delaware study shows that countries such as the
Philippines, India, and Thailand charge only 1/10 (with extra tour vacation)
of  the cost of  the same surgical procedure in the United States or Western
Europe. A US$200,000 heart-valve replacement in the US may cost only
US$10,000 in the Philippines. The attractiveness that the Philippines can
offer to foreign patients comes in three forms: lower cost of  services; English-
speaking service workers; and world-class Filipino doctors, some of  whom
have undergone training in developed countries.

The experience of the Lion City provides an example of how foreign
doctors can contribute to medical tourism. Singapore has positioned itself
as a medical hub for health services, including biomedical research, and has
the largest number of US Joint Commission accredited hospitals in the region.
The West Clinic, a prestigious institute specializing in cancer care, has opened
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a branch in Singapore called West Clinic Excellence Cancer Center. It
offers US-standard services to cancer patients. Its arsenal of  medical
services includes immunotherapy or stem cell therapy,31 which is believed
to radically change the treatment of diseases from beginning to advanced
stages. Philippine hospitals can decide to hire foreign doctors
knowledgeable in this kind of treatment, since it is still not practiced
worldwide. The country will then have more prestige in our medical
tourism packages. Although total treatment costs will increase due to
foreign doctors, the more wide-ranging service available will offset this.

  There are costs to the economy in liberalizing the professions, as in
any kind of  reform. Less efficient service providers are likely to lose clients,
as there will be foreign professionals who will be better. There will also be
strong resistance from domestic professional associations who seek to
protect themselves, but the overall gain to the economy must be given
primary importance. In the long run, Filipino professionals who will adapt
to the new environment will subsequently gain more. Also, foreign
professionals might get higher wages compared to their Filipino
counterparts. This was the case of  foreign and Filipino teachers at the
International School Manila, where foreign teachers were paid 5 to 7 times
higher than their local peers.32 It is not clear why there was a very high
disparity, but one can conclude that the school was equalizing what the
foreign teachers may have been getting in their own countries, and/or
that the higher pay is meant as an incentive to physically transfer to the
Philippines.

HEIs. There are 1,538 Higher Educational Institutions (HEIs)
in the country, as of  June 2005.35 11.4% of  these are public; 82.6% are
private. All provinces have HEIs with at least one state college per
province, except the northernmost province of  Batanes. The distribution
of these HEIs is uneven with the National Capital Region having the

This paper advocates for the opening of the sphere of higher education (post-
secondary) to 100% fully owned foreign higher educational institutions (HEIs)
and allowing them control and administration of their schools.33 The higher
educational system is where scientific skills are developed, researchers for
new knowledge and technologies are trained, and manpower for high- and
medium-skill industries are produced.34 All of these are needed for long-term
economic growth.

Educational Services
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most number of HEIs and the southern regions in Mindanao having the
least.36  About 60 local37 HEIs are linked with foreign institutions. Most of
these linkages, however, are for academic and cultural exchanges (faculty,
student, information), joint or collaborative research and extension, funding
or scholarships for students and faculty, on-the-job training for Philippine
students, and mutual recognition.38 But on the Mode 3 of  GATS, only a
small number of foreign educational institutions have established
partnerships with local HEIs.

Foreign Students. 2.43 million post-secondary students in AY
2003-2004 attended higher educational schools. About 2,161 are foreign
students. Further, Executive Order No. 285 decrees that only selected local
HEIs can admit foreign students.39 In AY 2000-2001, the US had the biggest
number of citizens studying here (452 students); this was followed by Korea
(394 students). However, by AY 2002-2003, Koreans overtook Americans
at 726 and 378 students, respectively.

 
 

Table 3. Selected Local vis-a-vis TNHE Providers 
 

Local Agent/HEI Transnational HE Provider Programmes 
 
Southville Foreign Colleges 
(SFC)* 
 
 
 
 
 

 
London City College (LCC) 
 
 
 
IHMES International Hotel 
School 
 
 
Insearch Institute of Commerce 

 
Diploma, Higher Diploma and 
Advanced Diploma in Business 
Courses, IT 
 
Associate Diploma and Advanced 
Diploma in Hotel and Tourism 
Management 
 
Certificate and Diploma in IT, 
Computer Graphics and Animation 
 

 
Thames International 
Business School Philippines* 

 
Thames Business School (TBS) 

 
Higher and Advanced Diploma in 
Business Administration, IT 
 

 
Esteban Enterprises* 

 
University of Western Australia, 
Graduate School of 
Management (UWA-GSM) 

 
Graduate Diploma in Business 
Administration 
 
 

 
Holy Angel University 

 
Cisco Systems 

 
BS Computer Science, BS Information 
Technology, BS Computer 
Engineering 
 

 
AMA University 

 
Cisco Systems 

 
BS Information Technology, BS 
Computer Science 
 

 
STI Colleges 

 
ICarnegie Electronic Data 
Systems (EDS), Microsoft Press 

 
BS Computer Science, BS Information 
Technology, BS Information 
Management 
 

 
Ateneo de Manila University 

 
University of San Francisco 

 
Master of Environmental Management 
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The latest number of foreign students has significantly gone down
compared to a decade ago. CHED attributes this decline to the execution
of Executive Order 423, series of 1997, which prohibits the conversion
of a tourist visa into a student visa. The tables below show the schools
where most foreign students attend and the courses and levels where most
foreign students enroll in the country.

The latest number of
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Table 4. Number of Students AY 2002-2003, selected countries 
 

Australia 8 Kuwait 15 

Bangladesh 18 Mongolia 10 

Burma/Myanmar 47 Nepal 78 

Canada 14 Nigeria 17 

China 133 P. New Guinea 19 

East Timor 5 Pakistan 31 

Great Britain 7 Sudan 55 

India 39 Sweden 20 

Indonesia 186 Taiwan 42 

Iran 19 Thailand 82 

Japan 17 USA 378 

Kenya 10 Vietnam 20 

Korea 726   

Source: CHED 

       

 

Table 5. No. of Foreign Students (Philippines) 
 

Academic Year No. of Foreign Students 

1994-1995 4,791 

1995-1996 5,284 

1996-1997 4,864 

1997-1998 4,419 

1998-1999 3,516 

1999-2000 2,602 

2000-2001 2,323 

2001-2002 2,836 

2002-2003 4,667 

2003-2004 2,161 
 
Source: CHED 
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Deleting the foreign ownership and administration provisions does not
mean giving the foreign educators a totally free hand in running their schools
here. As previously mentioned, the government can still have regulatory
and taxation powers over the foreign schools. Patriotism and nationalism
may still be inculcated by requiring these foreign institutions to include
them in their curricula with Filipino teachers handling the classes.

Deleting the foreign
ownership and
administration
provisions does not
mean giving the
foreign educators a
totally free hand in
running their schools
here.

 

Table 6. Most Foreign Students AY 2002-2003 (in HEIs)40 
 

INSTITUTION REGION # of Foreign Students 

Ateneo De Manila University  NCR 288 

University of Santo Tomas NCR 252 

De La Salle University-Col of St. Benilde NCR 232 

University of the Philippines-Diliman NCR 225 

Fatima Medical Science Foundation NCR 217 

Cebu Doctors College 7 207 

Saint Louis University CAR 203 

University of Baguio CAR 195 

Virgen Milagrosa University Foundation  1 188 

Adventist University of the Philippines 4 180 

University of the East-Manila NCR 170 

University of Manila NCR 157 

AMA Computer College NCR 153 

Adamson University NCR 119 

Lyceum-Northwestern 1 112 

Silliman University 7 112 

De La Salle University-Manila NCR 100 

All Others  1,557 

Total  4,667 
 

Source: CHED 

 

Table 7. Top 11 Disciplines (enrolled by foreigners) 
 

RANK COURSES 

1 Arts and Sciences 

2 Medicine 

3 Business Administration 

Computer Studies  4 
Dentistry 

5 Doctorate 

Master of Arts 6 
Engineering 

Master in Business Administration 

Master of Science 7 

Education 
     Source: CHED 
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100% foreign equity, control of  the operations, and hiring of  foreign

teachers are big incentives since decision-making will be retained by the
foreign institutions. The foreign HEIs can complement the lack of
government funds for educational programs. Other benefits are the
following: innovation of foreign and local educational providers will ensure
better teaching; technology transfer will eventually upgrade the skills and
knowledge of  everybody. Further, the graduates of  the foreign-owned
schools will have international accreditation. This enables the graduates
to carry globally competitive qualifications and internationally marketable
credentials.

In the future, the entry of  foreign institutions can transform higher
education in the country into an international hub. This kind of  vision is
not new since Singapore41, China, and Hong Kong have been pursuing it.
In Singapore, many foreign universities, through the invitation of the
Singaporean government, have established a presence either by themselves
or in collaboration with a local institution/organization to offer degree
programs.42 Foreign institutions can own 100% of  equity and administer
their own schools. In China, joint venture schools may be established,
with foreign majority ownership permitted.43 As these three States become
more and more successful, their transformation into international
educational hubs translates to a lost opportunity for an English-speaking
and foreigner-friendly country like the Philippines.

Singapore is an Asian country that is positioning itself as a knowledge
center. The Wharton School of  Business (University of  Pennsylvania)
and the Singapore Institute of Management established the Singapore
Management University (SMU) in 1998. Carnegie Mellon subsequently
agreed to develop the undergraduate business/information technology
system program of  SMU, which attracts foreign academics who are paid
at competitive rates [Santiago 2005]. The Duke University Medical Center
aligned with the National University of Singapore (NUS) to launch
Singapore’s first graduate level medical school. Other top schools that
have established their presence in the Lion City are the Massachusetts
Institute of  Technology (MIT), Johns Hopkins University, Stanford
University, and the University of  Chicago Graduate School of  Business.
By 2005, nearly 70,000 international students were studying in the nation-
state.

In 2001, Malaysia raised US$65 million (in tuition fees and others)
from 18,000 students, mostly coming from China and Indonesia. In AY
2006-2007, a total of 582,984 foreign students, including their dependents,
contributed US$14.5 billion in tuition expenses to the US economy.44 China
has cooperative relations with over 600 foreign institutions, and these
include the actual entry of  foreign educational providers. Based on
statistics presented by the UNESCO, OECD, IDP, and the World Bank,
foreign student enrollment is expected to continually grow and reach 8.0

The foreign HEIs can
complement the lack
of government funds

for educational
programs. Other

benefits are the
following: innovation

of foreign and local
educational providers

will ensure better
teaching; technology

transfer will
eventually upgrade

the skills and
knowledge of

everybody. Further,
the graduates of the

foreign-owned
schools will have

international
accreditation. This

enables the graduates
to carry globally

competitive
qualifications and

internationally
marketable
credentials.



28 GLOBALIZED SERVICES: TOWARDS LIBERALIZATION OF PROFESSIONAL AND EDUCATIONAL SERVICES IN THE PHILIPPINES

Institutional Reform Paper Series
million by 2025, and this is 4 times more than what it is today [Santiago
2005]. China, India and Indonesia are considered the best sources of foreign
students in Asia.

When the entry of foreign educational institutions in the Philippines is
no longer restricted (through the removal of foreign ownership and
administration restrictions), quality education from foreign schools may be
taken within the country, and more foreign students may be attracted to
study here. The expenses of  foreign students in terms of  tuition fees and
tourist activities and the consumption of  local goods and services will
stimulate more economic activity.45

Cross-border education has certainly become potentially good business
for Singapore and Malaysia; it is certainly good business in the US46. Besides
the financial gains from foreign students, Filipinos can gain from the cultural
exchange, the enrichment of  learning, and the exchange of  ideas.47

There are issues raised against transnational education providers. Analysis
shows that these issues concern short-term costs.

Crowding out local HEIs - more foreign educational
providers mean that students have more choices and thus
may choose to transfer from local institutions.

Piracy of  teachers - Transnational HEIs who can establish
presence in the country usually have great financial
resources, and they might be able to offer higher salaries to
local teachers, who may choose to transfer from local
institutions.

The crowding out of local HEIs and the piracy of teachers should not be much of
a concern for society. If students and teachers will transfer, it is for reasons that
should challenge the local institutions such as better curricula, environment, pay,
and benefits. The losses some local institutions will experience will serve as
strong lessons for improvement.
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CONCLUSION

As time passed and the international landscape rapidly changed, the
protectionist ideals of the 1987 Constitution have become less beneficial.
After two decades, the Philippines still lags behind most of  its neighbors.

Also, correcting the mistake is quite difficult, as exemplified by the
failure of 3 presidents, since correction entails constitutional change,
which is a highly political and potentially divisive exercise.

The rate of globalization is increasing due to advances in transport,
technology, and the agreements among countries. This will continue for
decades to come. A big part of  globalization is the trade in services, and
the liberalization of entry of foreign educational institutions and
professionals will bring clear benefits to the country. Thus, the
constitutional restrictions on these sectors will have to be addressed
eventually.

With the insertion of the restrictive economic provisions such as on foreign
educational institutions and professionals, the country has not been able to
take full advantage of liberalization, or at least to adapt fully to the changing
global landscape.
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ENDNOTES

1 After not allowing foreign professionals to practice their professions, the
Constitution somewhat contradicts itself  by letting Congress determine the
exemptions. It would have been better to exclude the provision in the first place.
Nevertheless, the discussion will still continue because the 1987 Constitution had a
rationale for being wary of  foreign professionals. What minimized this economic
problem was the mandate: save for cases prescribed by law.

2 [Austria 2001] discusses the Philippines’ unilateral pursuit of  a series of  Tariff
Reform Programs (TRP) to lower import protection. The TRP I was 1981-1985;
TRP II 1991-1995; TRP III 1996-2003. Meanwhile, Korea liberalized unilaterally
in the early 1980s to cope with an economic crisis, which had risen from the
inefficiency of investment in heavy and chemical industries and the world oil price
shock of 1979-1980.

3 [McGuire 2002] made a review of related literature regarding developing
countries, including the Philippines, and showed that the more restrictions (against
foreign countries) a developing country has in its services, the lower its GDP per
capita tends to be. On the other hand, [Tayag 2005] states that quality indicators
actually point to only about 15% of course offerings in the whole country which
can be considered “high quality.” Thus, our ability to provide scientific and
research skills and manpower for national development have been inadequate.
Foreign educational institutions can be used to address such inadequacy.

4 This shows the importance of a flexible Constitution, and the seemingly
impossible task of amending it.

5 There is no voting on foreign professions seen on both the Record and Journal
of the Constitutional Commission (these were the transcripts and summary of the
1987 proceedings). However, the fact that the restriction on foreign professionals
was finalized means that most of  the commissioners voted for the restrictions.
6 Local Tax Code, (Pres. Decree No. 231, as amended, Sec 3 [e-1]).

7 Reciprocity is allowing foreigners to practice certain professions in the Philippines
without need for qualifying examinations, because Filipinos are also allowed to
practice their professions in the foreigners’ country without qualifying
examinations.

8 Industries referred here presumably include the service sector.

9 National Statistics Office (NSO) defines underemployment as employed persons
who express the desire to have additional hours of work in their present job or an
additional job, or to have a new job with longer working hours.
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10 The committee reported that salaries are generally based on the per capita
income and the country’s standard of  living.

11 It was originally a report as to why the restriction on foreign professionals
should be deleted.
12 22 June 1973

13 Pharmacy is an example of  a profession with no reciprocity.

14 Hence, there is no need for an amendment.

15 Merriam-Webster’s 11th Collegiate Dictionary, 2004.

16 Why no Philippine school is seen in the ranking despite submission to the
survey still has to be verified.

17 The 2005 proposed revision mandates a 60% ownership and full Filipino
control at pre-tertiary level, with the Parliament authorized to possibly increase it.

18 See Journal of  the Constitutional Commission, Journal No. 56, page 11-12,
14 August 1986.

19 Refer to [Sicat, Gerardo P. “The Economic Argument for Constitutional
Reform,” UP-School of  Economics] for thorough discussion on the list of
obvious economic benefits for the whole economy in deleting the major
restrictive economic provisions.

20 Sicat, Gerado P. “Philippine Economic Nationalism,” p. 27,  UP-School of
Economics.

21 http://en.wikipedia.org/wiki/Globalization

22 http://www.morganstanley.com/views/gef/archive/2006/20060221-Tue.html

23 As of  the 4th quarter of  2007, the services sector in the country accounts
for 45.2% of  total GDP.

24 The paper discusses actual foreign institutions that are present in the country.
There are other ways of providing cross-border education without the foreign
institution being physically present in the country. See Mode 1 of  GATS.
Examples of which are on-line interactions and mailing of lessons (or
correspondence courses).

25 The liberalization of foreign professionals will also mean that more foreign
professional services companies will establish in the country. Some of  these
companies will enter into joint ventures or will directly compete with domestic
companies.
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26 In 2007, the PRC released 421 Special Temporary Permits for humanitarian
medical missions by foreign health professionals.

27 These are allowing 100% foreign equity to investments in natural resources,
public utilities and media; and allowing foreigners to own land. These restrictions
have been further exacerbated with the Filipino being defined by blood (jus
sanguinis), instead of by place of birth (jus soli), which is what the United States
uses.

28 Specifically for accounting: Section 42, CA on Foreign Reciprocity - “No
foreign accountants shall be admitted to examination, be given a registration
certificate or be entitled to any of  the rights or privileges under the BOA law
unless their country of  citizenship specifically permits Filipino accountants to
practise within its territorial limits on the same basis as citizens of  such country.”

29 Section B, PRC Resolution No. 98-560, Series of  1998.

30 www.wikipedia.com

31 Stem cell may be gathered from the blood or embryo, which is morally
controversial in the United States.

32 This was a long case by the International School of Alliance of Educators
(teachers’ union) against the International School of Manila (ISM) that also
included the Court of Appeals, Supreme Court and Department of Labor and
Employment (DOLE). The DOLE eventually ended the case by directing the ISM
to give equal pay to locally hired teachers relative to the foreign hired educators, as
the Supreme Court previously decided. See www.dole.gov.ph/news/
details.asp?id=N000000507.

33 This is based on the recommendation of the 2005 Concom.

34 See Tayag [2005]

35 Without satellite schools.

36 [Tayag 2005]

37 Literature on cross-border education equates the term local with domestic.

38 [Tayag 2005]

39 Schools with accreditation from the Federation of  Accrediting Associations in
the Philippines (FAAP); schools with Centers of  Excellence (COE) or Centers of
Development (COD), conferred by CHED; and schools allowed by the Bureau of
Immigration. COE and COD schools are supposed to have exceptional quality
standards. 275 programs from 85 HEIs are either COE or COD.
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40 Asian Institute of Management (AIM) has the most number of foreign
students at the masteral level.

41 The Lion City calls her program the “Global Schoolhouse.”
42 “Doing Business in Singapore: A Country Commercial Guide for U.S.
Companies,” US Commercial Service, (2005).

43 http://www.mac.doc.gov/China/Docs/industryfactsheets/
educationalservices.htm

44 http://opendoors.iienetwork.org/page/113142/

45 Potentially even their dependents, as in the case of  the US.

46 Of course, the Philippines will likely not attain the benefits that foreign
students channel to the US.

47 This may not be seen as much overall for this time. However, a discussion on
the Constitution and its flexibility entails a long-run view, where opportunities
should be anticipated.
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