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Prefatory Note: Purpose and Scope

This Economic Impact Analysis has been prepared at the direction of the President of the Republic of the
Philippines to inform the Congress of the Philippines on the projected downstream effects of automotive sector
enabling legislation. It draws on the four-report Philippine Automotive Industrial Policy Advisory Series
(NEDA/OEAP, March 2026), on precedent from ASEAN-6 peer economies, and on empirical economic data from
international institutions including the Asian Development Bank, UNCTAD, World Bank, and the International
Labour Organization. The analysis addresses eight dimensions of downstream legislative effect: broader
economic benefits; new domestic enterprise creation; employment generation; salary structures; GDP and
investment cost analysis; international partnership opportunities; induced industrial and infrastructure
development; and risk assessment with mitigation strategies.

The analysis is designed to provide the Congress with an evidence base for deliberation on five specific Bills
recommended by the Executive: the CARS Program Amendment Bill; the EV Manufacturing Investment Act; the
Green Public Transport Fund Act; the Industrial Power Cost Act; and the Automotive Testing and Certification
Centre Act. These Bills collectively constitute the Philippine Automotive Sector Enabling Legislative Package
(PASELP).
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1. Broader Economic Benefits for the Philippine Economy

The enactment of the Philippine Automotive Sector Enabling Legislative Package would set in motion a chain of
economic effects that extend well beyond the automotive manufacturing sector itself. International precedent —
particularly from Thailand's 40-year automotive development and Vietnam's 8-year EV programme —
demonstrates that automotive manufacturing is among the most powerful catalysts for broad-based industrial
development available to a middle-income economy. The following analysis maps the direct, indirect, and induced
economic effects.

1.1 Foreign Exchange Conservation and Export Earnings

The Philippines currently spends an estimated USD 4.5-5.5 billion annually importing motor vehicles and
automotive parts — a foreign exchange outflow that, at the projected market growth rate of 8.5 percent per annum,
will reach USD 7-10 billion annually by 2035 if no domestic production is established. This is the Philippines' third-
largest import category by value, behind semiconductors and electronic equipment and petroleum products.

Domestic automotive manufacturing directly addresses this structural current account drain. Under the base-case
2035 scenario of 150,000 vehicles produced annually in the Philippines, with 35-40 percent domestic content, the
import substitution effect alone amounts to approximately USD 2.5-3.5 billion per year in conserved foreign
exchange. Export earnings from Philippine-manufactured vehicles — targeted at 30,000-40,000 units exported
annually to ASEAN markets by 2035 under AFTA zero-tariff conditions — would contribute an additional USD
1.0-1.5 billion in gross foreign exchange earnings. The combined effect: a structural improvement in the Philippine
current account of USD 3.5-5.0 billion annually by 2035, or approximately 0.7-1.0 percent of projected 2035 GDP.

1.2 Tax Revenue Generation

Automotive manufacturing generates government revenue across multiple tax heads that are absent from the
current import-and-sell model:

* Corporate income tax from OEM assembly operations and their supply chains (partially offset by BOI CIT
holidays in early years, but significant from Year 6 onward)

» Personal income tax and SSS/PhilHealth/Pag-IBIG contributions from 85,000-120,000 direct manufacturing
workers — estimated at PHP 8-15 billion annually by 2030

* Value-added tax on domestically manufactured vehicles and components — estimated at PHP 25-35 billion
annually by 2030 (higher than the same vehicles imported, because VAT is applied to domestic value-added
at each production stage rather than only at the import border)

* Excise tax (special consumption tax) on domestically manufactured vehicles — projected at PHP 5-8 billion
annually by 2030

* Local government unit (LGU) real property tax, local business tax, and community tax revenues from
automotive manufacturing industrial estates — estimated at PHP 2-4 billion annually for host LGUs in
CALABARZON, Pampanga, and Batangas

Total incremental government revenue from automotive manufacturing activity — net of BOI CIT holiday costs —
is estimated at PHP 40-62 billion annually by 2030, rising to PHP 85-130 billion by 2035. The net fiscal position
(revenues less incentive costs) turns positive by approximately Year 5-6 of the programme, consistent with
Thailand's and Indonesia's BOI programme fiscal recovery experience.

1.3 Multiplier Effects: Steel, Rubber, Plastics, Electronics, and Chemicals

Every successful automotive manufacturing economy demonstrates that a vehicle assembly plant generates
demand for domestically produced inputs far beyond its own factory gates. The International Labour Organization
estimates a global automotive employment multiplier of 7-10 indirect and induced jobs for every direct
manufacturing job, reflecting demand for steel, rubber, glass, plastics, electronics, chemicals, textiles, logistics
services, and financial services. For the Philippines' specific industrial structure, the relevant multiplier is
estimated at 5-8x, reflecting the less developed state of the domestic supplier ecosystem at programme
commencement. As the supplier ecosystem matures (Year 5-10), the multiplier is expected to converge toward
the ASEAN average of 7x.

The key downstream industries activated by automotive manufacturing at scale include:

» Steel and flat-rolled metals: Philippine domestic steel producers (SSCI, Pag-asa Steel) gain assured demand
for automotive-grade flat-rolled steel, enabling investment in higher-grade production lines
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* Plastics and petrochemicals: JG Summit Petrochemicals' PP/PE output gains a committed large-volume
domestic buyer — reducing the Philippines' dependency on petrochemical imports for industrial use

* Rubber: The Philippines is a major natural rubber producer; automotive manufacturing creates domestic
demand for natural rubber in tyres, seals, and gaskets that is currently exported raw and reimported as
finished parts

* Electronics and semiconductors: IMI's EV electronics supply chain deepens demand for Philippine-produced
circuit boards, power semiconductors, and ADAS sensor assemblies, strengthening the electronics-
automotive convergence that is defining the next industrial cycle

* Logistics and freight: The development of automotive supply chain logistics — port handling, rail-port
connectivity, RoRo services for inter-island distribution — generates permanent logistics infrastructure
investment with benefits extending across all Philippine export industries

1.4 Capital Formation and Industrial Investment Crowding-In

The PASELP's BOI incentive framework — particularly the 8-13 year CIT holiday and the production offset
obligation — is designed to crowd in private capital from Philippine conglomerates and foreign OEM partners.
Econometric modelling of comparable ASEAN BOI incentive programmes suggests a private capital crowding-in
multiplier of approximately 3.5-5x: for each peso of government fiscal cost (through tax expenditure), PHP 3.50-
5.00 of private fixed capital formation is catalysed. At an estimated annual government fiscal cost of PHP 8-15
billion (tax expenditure on BOI holidays and GFl interest rate concessions), the implied private capital formation
is PHP 28-75 billion per year — a significant contribution to the Philippines' gross fixed capital formation (GFCF),
which totalled approximately PHP 4.8 trillion in 2024.

1.5 Human Capital Development

Automotive manufacturing at scale creates institutional demand for engineering, technical, and vocational
education that permanently upgrades the Philippine human capital endowment. South Korea's automotive sector
development (1970s-1990s) is credited with raising Korean manufacturing workforce productivity by 35-40
percent over a 15-year period, as OEM training programmes, TESDA-equivalent vocational certification, and
university automotive engineering partnerships elevated the national skill base. For the Philippines, the
development of an automotive manufacturing workforce of 85,000-120,000 direct workers by 2035 — requiring
systematic IATF 16949 quality certification, precision manufacturing training, and EV-specific electrical
engineering curricula — will produce a broader industrial skills upgrade applicable across electronics, aerospace,
and medical devices manufacturing, reinforcing and deepening the Philippines' existing manufacturing
competency base.
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2. New Domestic Company Formation in the Automotive
Supply Chain

One of the most significant and sustained economic effects of automotive manufacturing development is the
creation of a new domestic supplier ecosystem — a network of companies that would not exist without the anchor
demand created by OEM assembly operations. The following analysis estimates new company formation across
the supply chain tiers, based on the ASEAN precedent multipliers from Thailand's and Indonesia's automotive
industrial development.

NEDA/OEAP/2026-AUTO-002

2.1 Supply Chain Tier Structure and Enterprise Estimates

Estimated New
Philippine
Companies by

Estimated New
Philippine
Companies by

Employment
per
Company

Capital Req.
per Company

Supply Chain

Tier Description

OEM Assemblers

Vehicle assembly plants 3-5 new plants/  6-8 plants 2,000-8,000 USD 50M -
(Tier 0) (Toyota BEV, SMC e- expansions direct workers  1.5B
bus/e-jeepney, CKD
entrants)
Tier 1 Suppliers Major sub-assemblies: 25-40 new firms  50-70 firms 200-800 USD 5M -
seats, instrument panels, workers 50M
axles, EV battery packs,
wiring harness sets,
pressed body panels
Tier 2 Suppliers Individual components: 80-120 new 150-220 firms 50-200 USD 1M -
plastics mouldings, rubber  firms workers 10M
seals, fasteners, small
stampings, wiring harness
sub-assemblies
Tier 3 Suppliers Raw material processors:  60-90 new firms  100-150 firms 30-100 USD 0.5M -
steel blanking, polymer workers 5M
compounding, rubber
compounds, wire and
cable, electronic sub-
components
EV-Specific Battery module assembly, 20-35 new firms  45-65 firms 100-500 USD 2M -
Suppliers BMS electronics, EV workers 30M
charger assembly, motor
winding, power inverters
Automotive Jigs, fixtures, stamping 15-25 new firms  30-45 firms 50-200 USD 1M -
Tooling & dies, injection moulds, workers 15M
Machinery robotic assembly
equipment fabrication
Testing, Quality &  Automotive testing 10-20 new firms  20-35 firms 20-80 workers USD 0.5M -
Certification laboratories, NDT 5M
services, CMM
measurement, IATF
16949 consulting
Automotive Vehicle software, EV BMS  15-30 new firms  35-60 firms 20-150 USD 0.3M -
Software & software, ADAS workers 3M
Engineering calibration, digital
manufacturing systems
Logistics & Supply  Automotive-specific 25-40 new firms  50-80 firms 50-300 UsSD 1M -
Chain Services freight, milk-run logistics, workers 20M
JIT warehousing, RoRo
services
Automotive Retail New EV dealer networks, 200-350 new 400-700 outlets 15-60 workers USD 0.5M -
& After-Sales EV service centres, outlets per outlet 5M
battery replacement hubs
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Estimates based on Thailand automotive supplier ecosystem development 1985-2005 (TAPMA data), Indonesia BKPM supplier certification data
2015-2025, and Philippine PSA industrial survey baselines. OEM assembler figure represents net new manufacturing facilities, not existing
Toyota/Mitsubishi plants.

2.2 Net New Enterprise Formation: Summary Estimate

Aggregating across supply chain tiers, the Philippine Automotive Sector Enabling Legislative Package is projected
to catalyse the creation of approximately 450-700 new Philippine companies by 2030, growing to 890-1,430 new
companies by 2035, across the full automotive supply chain from Tier 1 to retail and after-sales. These figures
exclude the approximately 2,500-3,500 existing businesses that will be upgraded or expanded to serve the
automotive supply chain (steel service centres, logistics companies, engineering consultancies, financial services
firms). The combined effect on Philippine business registration — net new firms plus upgraded existing firms —
represents one of the largest single-sector enterprise formation programmes in Philippine economic history.

For comparative context: the BPO/IT-BPM sector, the Philippines' most successful 21st-century industrial
development programme, generated approximately 1,800 new registered firms over its first decade (1999-2009).
The automotive programme's projected enterprise formation is approximately half this in the first decade but
carries significantly higher per-firm capital investment, per-employee income, and supply chain multiplier effects
— meaning its economic density is substantially higher than BPO per enterprise created.
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3. Employment Generation Estimates

Employment generation is the most immediately visible economic benefit of automotive manufacturing
development and the metric most relevant to Congressional deliberation on the PASELP. The following estimates
are derived from the employment intensity benchmarks of comparable ASEAN automotive programmes, adjusted
for Philippine industrial structure and the specific vehicle segments and production volumes targeted by the
programme.

3.1 Direct Manufacturing Employment

2026-2027 (Programme 2028-2030 (Early : gy

Employment Category ) Production) 2031-2035 (Scale-Up)
Toyota BEV assembly, Santa Rosa, 0 — 800 800 — 3,500 3,500 — 5,500
Laguna
SMC electric bus / e-jeepney 0 — 400 400 — 2,200 2,200 — 4,000
assembly
IMI EV Electronics Hub, Calamba 500 — 1,200 1,200 — 2,800 2,800 — 4,500
CKD E2W / E3W assembly 0 — 600 600 — 2,000 2,000 — 3,500
operations
Tier 1 automotive parts 1,000 — 3,000 3,000 — 12,000 12,000 — 25,000
manufacturers
Tier 2 and Tier 3 suppliers 500 — 2,000 2,000 — 8,000 8,000 — 18,000
EV-specific supply chain firms 300 — 1,000 1,000 — 4,000 4,000 — 9,000
Automotive tooling and machinery 200 — 600 600 — 2,000 2,000 — 4,500
Testing, quality, engineering services 300 — 800 800 — 2,500 2,500 — 5,000
TOTAL DIRECT MANUFACTURING  ~3,800 — 10,400 ~10,400 — 39,000 ~39,000 — 79,000

3.2 Indirect and Induced Employment

Applying the Philippine-adjusted automotive employment multiplier of 5-7x (direct to total employment, reflecting
the current state of the supplier ecosystem and the service economy depth), the total employment generated by
the automotive programme — including indirect supply chain and induced consumer spending jobs — is estimated
as follows:

2028 2030

Estimate Estimate 2035 Estimate

Employment Type Definition

Direct manufacturing Assembly, parts ~39,000 ~85,000 ~120,000
manufacturing, EV
electronics, tooling, quality

Indirect supply chain Steel, rubber, plastics, ~95,000 ~200,000 ~280,000
chemicals, packaging,
logistics
Induced (consumer Retail, food, housing, ~75,000 ~160,000 ~240,000
spending) healthcare, education
from worker income
Automotive retail & after- EV dealers, service ~12,000 ~30,000 ~60,000
sales centres, battery hubs,
charging station operators
Government and BOI inspectors, TESDA ~3,000 ~6,000 ~10,000
institutional trainers, PATCC staff,
customs, tax admin
TOTAL ALL Direct + indirect + induced ~224,000 ~481,000 ~710,000
EMPLOYMENT + retail + government
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For context: the Philippine automotive sector (predominantly import/distribution, current state) employs approximately 220,000 in dealerships, after-
sales, parts distribution, and transport. The manufacturing programme adds net new employment on top of this base. Thailand's automotive sector at
mature development employs 850,000 direct + 1.5 million indirect = 2.35 million total, on a production base of 1.8 million vehicles/year. The
Philippine 2035 target of 150,000 vehicles/year implies proportionally lower employment — the figure above is calibrated accordingly.

NEDA/OEAP/2026-AUTO-002

3.3 Geographic Distribution of Employment

The geographic distribution of automotive employment is as significant as the aggregate. The programme's
manufacturing concentration in CALABARZON (Laguna, Batangas) and secondary clusters in Clark (Pampanga)
and Cebu creates structured industrial employment in regions with high labour force participation but persistent
underemployment. Laguna's underemployment rate of approximately 12-14 percent (PSA, 2024) means the
automotive programme's 35,000-50,000 direct CALABARZON manufacturing jobs absorb a significant share of
the existing underemployed skilled population without requiring net population relocation, reducing urbanisation
pressure on Metro Manila.
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4. Salary Structures in Philippine Automotive Manufacturing

A distinctive feature of automotive manufacturing employment — and a key Congressional argument for the
PASELP — is that automotive sector wages are consistently and significantly above the Philippine national
average across all skill levels, from production workers to senior management. This reflects both the precision
manufacturing demands of automotive production and the global compensation benchmarks of multinational
OEMs. The following salary table is based on current Philippine automotive sector data from Indeed, JobStreet,
and SalaryExpert, projected forward with the premium increment that OEM-operated facilities characteristically
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pay versus domestic industry norms.

Job Role / Category

Entry Level

(PHP/mo)

Mid-Level
(PHP/mo)

Senior
(PHP/mo)

USD/yr
(Senior)

vs. Nat'l Avg

Assembly Line Worker PHP 18,000- PHP 24,000- PHP 30,000- USD 6,000- ~50-90%
(General) 22,000 30,000 40,000 8,400/yr above min.
wage

EV Assembly PHP 22,000- PHP 32,000- PHP 45,000- USD 9,500- ~2.2x nat'l
Technician (Specialist) 28,000 42,000 60,000 12,600/yr average
Automotive Quality PHP 25,000~ PHP 38,000- PHP 55,000~ UsSD 11,600- ~2.6x nat'l
Inspector (IATF) 32,000 50,000 72,000 15,100/yr average
Wiring Harness / PHP 18,000- PHP 26,000- PHP 35,000- USD 7,400- ~1.7x nat'l
Electronics Assembler 24,000 35,000 48,000 10,100/yr average
CNC / Stamping PHP 22,000- PHP 32,000- PHP 50,000- USD 10,500- ~2.4x nat'l
Machine Operator 30,000 45,000 65,000 13,700/yr average
Automotive Engineer PHP 38,000- PHP 60,000- PHP 95,000- USD 20,000- ~4 .5x nat'l
(Mechanical / Electrical) 55,000 90,000 140,000 29,400/yr average
EV Battery / BMS PHP 45,000- PHP 75,000- PHP 120,000- USD 25,200- ~5.8x nat'l
Engineer 65,000 110,000 180,000 37,800/yr average
Automotive Designer / PHP 40,000- PHP 65,000- PHP 110,000- USD 23,100- ~5.2x nat'l
CAD Engineer 60,000 100,000 160,000 33,600/yr average
Production Supervisor/  PHP 30,000- PHP 50,000- PHP 70,000- USD 14,700- ~3.2x nat'l
Line Leader 45,000 70,000 95,000 20,000/yr average
Plant / Operations PHP 70,000- PHP 110,000- PHP 160,000- USD 33,600- ~7.5x nat'l
Manager 100,000 160,000 250,000 52,500/yr average
Supply Chain / Logistics PHP 55,000- PHP 90,000- PHP 140,000- USD 29,400- ~6.1x nat'l
Manager 80,000 130,000 200,000 42,000/yr average
Automotive Software PHP 50,000- PHP 85,000- PHP 140,000- USD 29,400- ~6.4x nat'l
Engineer 75,000 130,000 210,000 44,100/yr average
Country / Regional PHP 200,000- PHP 350,000- PHP 550,000- USD 115,000- ~20x nat'l
Director (OEM) 350,000 550,000 900,000 189,000/yr average

All salaries are gross monthly figures in Philippine pesos unless otherwise noted. USD/yr conversions at PHP 57.5/USD. National average salary
(2026 estimate): PHP 44,800/month (approximately USD 9,400/yr). OEM-operated manufacturing facilities typically pay 20-35% above Philippine
industry average for equivalent roles, reflecting multinational compensation policies, productivity-linked incentives, and mandatory benefits (SSS,
PhilHealth, Pag-IBIG, 13th month pay). Sources: Indeed PH (December 2025); JobStreet PH Salary Report 2025; SalaryExpert.com Philippines
2026; IMI Corporation HR benchmarks; Toyota Motor Philippines salary disclosures.

4.1 Total Annual Wage Bill Estimate

At the programme's 2030 scale of approximately 85,000 direct manufacturing workers, the total annual wage bill
— using a blended average compensation of PHP 38,000 per month across all automotive manufacturing roles
— is estimated at approximately PHP 38.8 billion per year (approximately USD 675 million). By 2035 at 120,000
direct workers and a blended average of PHP 45,000 per month (reflecting seniority and skill upgrade over time),
the total direct wage bill reaches approximately PHP 64.8 billion per year (approximately USD 1.13 billion). This
wage income, spent predominantly in the host LGU communities (CALABARZON, Clark, Cebu), generates
significant local economic activity and consumer market development.
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5. Investment Cost, GDP Effects, and Economic Return
Assessment

This section addresses the central economic question for Congressional deliberation: will the economic benefits
of the automotive programme outweigh its costs, and is the risk level acceptable? The answer, supported by
empirical modelling calibrated to Philippine economic conditions and ASEAN precedent, is that the programme
is strongly net-positive over a 10-year horizon, with positive net fiscal contribution from Year 5-6 onward.

5.1 Total Programme Investment Estimate

5-Yr Total 10-Yr Total
(2026-30) (2026-35)

Private conglomerate equity PHP 15-25B PHP 35-50B PHP 35-50B PHP 50-75B PHP 85-125B
(GT Capital, Ayala, SMC,

Aboitiz, Metro Pacific, JG

Summit)

Foreign OEM co-investment PHP 5-10B PHP 20-35B PHP 25-40B PHP 25-45B PHP 50-85B
(Toyota, Hyundai, BYD/Chery,
Yadea)

GFl lending (DBP, Land Bank, PHP 8-12B PHP 20-30B PHP 15-20B PHP 28-42B PHP 43-62B
PhilEXIM)

Investment Component 2026-2027 2028-2030 2031-2035

Multilateral / bilateral ODA PHP 3-5B PHP 8-12B PHP 8-12B PHP 11-17B PHP 19-29B
(JICA, ADB, IFC, JBIC,

KEXIM)

Government fiscal PHP 5-8B PHP 12-20B PHP 15-25B PHP 17-28B PHP 32-53B

expenditure (BOI incentive tax
cost, PATCC, GPTF)

TOTAL PROGRAMME PHP 36-60B PHP 95-147B  PHP 98-147B  PHP 131-207B  PHP 229-354B

INVESTMENT

USD equivalent USD 0.63- USD 1.65- uSD 1.70- USD 2.28- USD 3.98-6.16B
1.04B 2.56B 2.56B 3.60B

PHP 57.5/USD. Government fiscal expenditure represents the net fiscal cost (BOI CIT holiday tax revenue foregone + direct capital grants for
PATCC and GPTF seed funding). This is not cash outflow but tax expenditure. The government's direct cash commitment is estimated at PHP 17-
28B over 5 years (primarily GPTF capitalisation through DBP and PATCC construction), which is substantially offset by GFI interest income on
DBP/LBP automotive lending.

5.2 GDP Impact Modelling

The GDP impact of the automotive programme is assessed across three transmission channels: direct value-
added from manufacturing activities; indirect value-added from supply chain and supporting sectors; and induced
value-added from worker and shareholder income circulation through the broader economy.

Metric 2024 Baseline 2028 (Mid-term) 2030 2035 (10-yr)
Auto sector GDP ~0.8% ~1.4% ~1.9% ~2.7%
contribution
Auto mfg direct value- ~PHP 160B ~PHP 290B ~PHP 410B ~PHP 640B
added (PHP B)
Total programme- Baseline +PHP 80-120B/yr +PHP 180-240B/yr +PHP 380-520B/yr
induced GDP increment
GDP growth rate — +0.4-0.6 pp +0.7-0.9 pp +0.8-1.1 pp
increment from
programme
Net fiscal position Negative Approaching +PHP 15-25B/yr +PHP 55-90B/yr net positive
(revenues less incentive  (investmt phase) breakeven net positive
costs)
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Automotive export value ~USD 0.15B ~USD 0.6B ~USD 1.5-2.0B ~USD 2.5-4.0B
(USD Blyr)

FX conservation (import — ~USD 0.8B ~USD 2.0-2.8B ~USD 3.5-5.0B
substitution, USD Blyr)

Direct manufacturing ~45,000 ~70,000 ~85,000 ~120,000
employment

Total employment ~220,000 (base) ~330,000 ~480,000 ~710,000
(direct+indirect+induced)

Cumulative private — PHP 200-350B PHP 550-800B PHP 1.2-1.8T
capital formation (PHP

B)

5.3 Cost-Benefit Assessment: Is the Risk Worth the Return?

A formal cost-benefit analysis of the Philippine Automotive Sector Enabling Legislative Package yields the
following headline conclusions:

* Net Present Value (NPV) of the 10-year programme at an 8 percent social discount rate: estimated positive
PHP 280-520 billion (USD 4.9-9.1 billion) under base-case assumptions, driven primarily by the employment
income, export earnings, and import substitution effects discounted to present value

* Fiscal Return on Government Investment: for each peso of government fiscal expenditure (tax holidays + GFI
interest concessions + direct capital), the programme generates approximately PHP 4.20-6.80 in incremental
tax revenues over 10 years — a fiscal multiplier of 4.2-6.8x, broadly consistent with ASEAN BOI programme
fiscal return studies (Thailand NESDC, 2019; Indonesia BKPM, 2022)

* Break-even Timeline: the government's fiscal position turns net-positive (revenues exceeding incentive costs)
approximately Year 5-6 of the programme, assuming full legislative package enactment in 2026-2027 and
commercial production commencing in 2028. This is a shorter break-even than either the BPO sector
(approximately 7 years) or the semiconductor manufacturing sector (approximately 9 years) — the
Philippines' two most successful prior industrial programmes

* Comparison with No-Action Scenario: against the conservative scenario of no legislation — in which the
Philippines remains a permanent automotive importer with 90 percent import dependency by 2035 — the
opportunity cost of inaction is estimated at USD 30-50 billion in lost cumulative GDP contribution, USD 15-20
billion in foregone export earnings, and 400,000-600,000 net new jobs not created over the 2026-2035
decade. The risk of action is significantly lower than the risk of inaction
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6. International Partnership Opportunities

The enactment of the PASELP creates a diplomatic and commercial leverage that the Philippines currently lacks:
a binding, legislatively anchored automotive manufacturing programme that gives foreign OEM investors certainty
of policy commitment. This transforms the Philippines from a country that wishes to attract automotive
manufacturing investment into a country that has committed to hosting it — a distinction that is material in OEM
site selection committees.

NEDA/OEAP/2026-AUTO-002

6.1 Japan: Deepening the Treaty Alliance into Industrial Partnership

The Japan-Philippines Reciprocal Access Agreement (in force September 2025) and the ACSA (January 2026)
create a security framework within which Japanese OEM manufacturing investment in the Philippines carries the
lowest political risk of any ASEAN location for Japanese companies. The PASELP's enactment transforms this
security advantage into a commercial opportunity across three dimensions:

+ Toyota Motor Corporation: PASELP's CARS BEV track creates the legislative basis for Presidential request to
Toyota to designate the Philippines as its third ASEAN BEV assembly hub alongside Thailand and Indonesia.
JICA's ODA pipeline should be redirected to fund the Philippine Automotive Testing and Certification Centre
(PATCC) — a direct Japanese national interest in reducing certification costs for Toyota and Isuzu Philippine
operations.

* Isuzu Motors: The CARS Amendment Bill's commercial vehicle eligibility creates a pathway for Isuzu to
deepen the D-Max and N-series light truck presence in the Philippines. With Isuzu already filing a THB 32
billion BOI application in Thailand for its BEV D-Max programme, Philippine G2G diplomatic engagement can
seek a complementary Philippine right-hand-drive BEV D-Max CKD assembly commitment.

* Japanese Tier 1 suppliers: JTEKT, Aisin, Denso, and Yazaki — all of whom follow Toyota into its host country
supply chains — will be incentivised by the PASELP's local content incentive scheme to establish Philippine
manufacturing operations, deepening the Tier 1 ecosystem that is currently the Philippines' most critical FDI
gap.

6.2 South Korea: From Distribution to Manufacturing Partnership

South Korea's automotive sector engagement with the Philippines has been commercially frustrated by the HARI-
HMPH distribution restructuring and market share decline. The PASELP creates the conditions for a reset:

* Hyundai Motor Group: The Green Public Transport Fund Act — legislatively capitalising PHP 30 billion for e-
jeepney and e-bus procurement — creates a government fleet demand that is the precise market signal
Hyundai Commercial Vehicles needs to justify a Philippine manufacturing commitment. A Presidential bilateral
with Hyundai, co-facilitated by KEXIM (Korea Export-Import Bank) on concessional financing, is the
recommended trigger for Hyundai's Philippine manufacturing feasibility study commitment.

* PH-Korea Free Trade Agreement Automotive Chapter: The FTA's automotive provisions should be
operationalised to provide zero-tariff Korean automotive parts imports for Philippine OEM manufacturing use,
making the Philippines' CKD assembly economics competitive with Indonesia's BKPM Korean parts import
arrangements.

* Samsung SDI / LG Energy Solution: South Korean battery technology companies, actively seeking ASEAN
supply chain diversification outside Indonesia (where they are committed to CATL competition), represent a
potential battery module assembly investment in the Philippines — particularly if the PASELP's EV
Manufacturing Investment Act provides battery module assembly within its CIT holiday scope.

6.3 China: Commercial Engagement Under Diplomatic Management

The PASELP's binding production offset mechanism — the most important single legislative provision — is the
tool that converts Chinese OEM import dominance in the Philippine market into a manufacturing commitment.
The mechanism works as follows: BYD, which holds approximately 69 percent of the Philippine BEV market from
a pure import/distribution model, faces a legally binding obligation to commit to Philippine domestic production at
a 1:2 ratio within 3 years of PASELP enactment, or lose the zero-tariff import privilege under EVIDA. This is the
same mechanism that triggered BYD's Thailand factory decision in 2022.

* BYD Company Limited: Production offset legislation + PH-China Joint Committee facilitation = BYD Philippine
CKD assembly commitment. Recommended vehicle: BYD Atto 3 and BYD Dolphin right-hand-drive variants,
targeting ASEAN export to Cambodia, Myanmar, and Sri Lanka.
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* Chery Automobile / Omoda-Jaecoo: E2W and E3W platform licensing for Philippine-assembled electric
motorcycles and tricycles — the most commercially immediate Chinese technology transfer available to the
Philippines, with capital thresholds (USD 20-40 million) accessible to mid-tier Filipino industrial groups.

* CATL / Gotion Hi-Tech: Battery module assembly JV, conditioned on DENR-DMCI nickel laterite processing
partnership — creating a Philippine nickel-to-battery-module supply chain element that gives the Philippines a
stake in the EV battery value chain without the USD 2 billion cell manufacturing investment required for full
cell production.

6.4 ASEAN-6 Industrial Partnerships

* Thailand: Philippines-Thailand TAPMA (Thai Automotive Parts Manufacturers Association) supply chain
sourcing MOU — Philippines (IMI EV electronics, CALABARZON wiring harnesses) supplying Thailand-based
Chinese OEMs as a regional sourcing partner. ATTRIC-PATCC type approval mutual recognition reduces
certification costs for both countries.

* Indonesia: Philippines-Indonesia Critical Minerals Agreement — Philippine nickel laterite precursor to
Indonesian CATL-IBC battery refineries under a bilateral G2G framework, positioning the Philippines in the
EV battery supply chain with minimum capital investment. Joint ASEAN E3W technical standard initiative,
creating a combined 400,000-unit annual market that attracts dedicated Chinese E3W technology investment
in both countries.

* Vietnam: Complementary production specialisation — Philippines targeting right-hand-drive electric
commercial vehicles and E3W; Vietnam targeting passenger EV export. THACO's Chu Lai export model
provides the Philippines a template for developing its own ASEAN-export-capable commercial vehicle
assembly operation at CALABARZON.

* Malaysia: Geely-Proton platform licensing access for Philippine conglomerate EV assembly — a technology
access route that does not require direct Chinese OEM negotiation, reducing geopolitical sensitivity.

Philippines-Malaysia NIMP-PASELP policy harmonisation dialogue to prevent EV incentive undercutting
within ASEAN.

NEDA/OEAP/2026-AUTO-002
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7. Industries and Infrastructure Enabled by Automotive
Manufacturing

Historical analysis of automotive industrial development in Japan, South Korea, Germany, the United States,
Thailand, and Malaysia consistently demonstrates that automotive manufacturing does not arrive in isolation —
it catalyses a cascading development of adjacent industries and infrastructure whose benefits extend far beyond
the automotive sector itself. This section maps the enabled industries and infrastructure that would accompany
Philippine automotive industrial development.

NEDA/OEAP/2026-AUTO-002

7.1 Steel and Advanced Materials Processing

Every major automotive economy developed a parallel advanced steel industry. South Korea's POSCO —
founded in 1968 specifically to supply Hyundai and Kia — became one of the world's most efficient steelmakers,
with effects extending across shipbuilding, construction, and heavy machinery. For the Philippines, automotive
manufacturing demand for high-strength steel (AHSS) and automotive-grade flat-rolled coil would create the
anchor demand needed to justify Philippine steel producer upgrades from commodity long products toward
higher-value flat-rolled and coated steel. The Compafiia General de Tabacos de Filipinas (SSCIl/Pag-asa Steel)
and the prospective Philippine integrated steel mill investments being considered under the Philippine Steel
Industry Roadmap would benefit directly from guaranteed automotive sector off-take.

7.2 Advanced Rubber Processing

The Philippines is Southeast Asia's third-largest natural rubber producer, but currently exports raw and block
rubber with minimal value-added processing. Toyota, Honda, and Hyundai require automotive-grade rubber
compounds for seals, gaskets, vibration dampers, tyre production, and weather stripping. An automotive OEM
base in the Philippines creates anchor demand for automotive-specification rubber compounding and extrusion
— enabling the Philippines' rubber industry to move up the value chain from raw latex export to processed rubber
products, adding USD 200-500 million in annual value-added to the rubber sector.

7.3 Electronics and Semiconductor Deepening

The Philippines' existing electronics manufacturing base — the world's largest DSP chip producer, with Texas
Instruments, Analog Devices, and IMI producing automotive-adjacent electronics — is the single most powerful
existing competency that automotive manufacturing can leverage and amplify. The development of automotive-
grade electronics manufacturing (IATF 16949 certified, AEC-Q100 qualified components, functional safety 1ISO
26262 engineering) represents a permanent upgrade of the Philippine electronics sector's capability and margin
profile. IMI's automotive electronics revenue premium over consumer electronics is approximately 35-45 percent
— meaning the shift toward automotive-grade production also shifts the Philippines' electronics export basket
toward higher-value-added products. This deepening of the semiconductor-automotive convergence is the
defining industrial policy theme of the 2025-2035 decade globally, and the Philippines is uniquely positioned to
participate.

7.4 Precision Engineering and Tooling Industry

Automotive manufacturing creates the Philippines' first large-scale demand for precision tooling: stamping dies,
injection moulding tools, jigs and fixtures, coordinate measuring machine (CMM) calibration services, and robotic
welding and assembly equipment fabrication. Japan and South Korea developed world-class precision
engineering industries as a direct consequence of automotive tooling demand. For the Philippines, the
development of 15-25 new precision tooling companies by 2030 represents an industrial capability upgrade that
subsequently serves aerospace, defence, medical devices, and semiconductor equipment manufacturing —
sectors where the Philippines' geographic proximity to the US Indo-Pacific Command and the defence industrial
base creates additional FDI opportunities.

7.5 Road and Port Infrastructure Acceleration

Historically, automotive manufacturing has accelerated road, port, and logistics infrastructure development
because OEMs demand infrastructure quality as a condition of sustained manufacturing commitment. Japan's
highway network, South Korea's expressway system, Thailand's Laem Chabang port expansion, and Indonesia's
Bekasi-Cikarang industrial corridor development were all directly accelerated by automotive OEM infrastructure
demands. For the Philippines:
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* Batangas Port: The development of Batangas Port as the primary CKD parts inbound and CBU vehicle export
hub — already the port serving the First Philippine Industrial Park and LISP Ill — will be accelerated by OEM
requirements for high-volume, low-dwell-time container handling, creating infrastructure that benefits the
entire CALABARZON industrial zone

* Batangas-Manila Expressway: The automotive programme creates anchor demand for completion of the
BaMEXx (Batangas-Manila Expressway) and the rehabilitation of the STAR Tollway, enabling just-in-time parts
delivery from Batangas port to CALABARZON assembly plants at logistics costs competitive with Thailand's
Laem Chabang-EEC corridor

* RoRo Network: The Philippines' inter-island Roll-on/Roll-off terminal system — already the most extensive in
Southeast Asia — would be upgraded and expanded to handle finished vehicle distribution from
CALABARZON manufacturing to Visayas and Mindanao markets, creating port infrastructure that benefits
agricultural, industrial, and passenger transport across the archipelago

* Industrial Power Grid: AboitizPower's RE:INVEST programme, triggered by automotive manufacturing power
demand, will install 4,600 MW of additional RE capacity — providing clean, competitively priced power not
only to automotive plants but to the broader CALABARZON industrial zone, making the Philippines more
competitive for electronics, chemicals, and food processing FDI

NEDA/OEAP/2026-AUTO-002

7.6 Vocational Education and Engineering University Development

Toyota's kaizen culture and Honda's Engineering Excellence Programme historically drove significant vocational
and university engineering upgrades in every ASEAN country where they manufactured. The Philippines' TESDA
system, already the region's most extensive vocational training network by geographic reach, would receive
mandatory OEM co-investment in automotive-specific curricula under the PASELP's local content incentive
provisions. Engineering universities in CALABARZON — particularly the Laguna State Polytechnic University,
Batangas State University, and the Polytechnic University of the Philippines — would develop automotive
engineering programmes co-designed with OEM partners, permanently upgrading the Philippines' industrial
engineering talent pipeline. South Korea's Hyundai-KAIST partnership (Korea Advanced Institute of Science and
Technology) is the benchmark: a 20-year OEM-university collaboration that produced Korea's automotive
engineering research leadership. A Philippine equivalent — Toyota-UPLB, Hyundai-DLSU, or BYD-ADMU
automotive engineering partnership — is a realistic outcome of the programme.

7.7 Financial Services Innovation

Automotive manufacturing creates a suite of financial services products that deepen the Philippine capital market:
automotive asset-backed securities (ABS) for vehicle loan portfolios; green bonds for EV manufacturing capital;
supply chain finance products for Tier 1-3 suppliers; and specialised insurance products for automotive
manufacturing assets. BDO's and BPI's existing auto loan portfolios (BDO is the Philippines' largest auto loan
provider) would expand and deepen into EV-specific loan products — creating credit scoring and risk assessment
capabilities for new vehicle categories. The Green Public Transport Fund Act creates the Philippines’ first large-
scale government-backed green finance instrument specifically targeting the mobility sector, a precedent that
subsequent administrations can extend to other green manufacturing programmes.
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8. Risk Assessment and Mitigation Framework

A comprehensive risk assessment is prerequisite to responsible Congressional deliberation on the PASELP. The
following matrix identifies the principal risks across political, economic, technological, geopolitical, and
implementation dimensions, assesses their likelihood and potential impact, and prescribes specific mitigation

NEDA/OEAP/2026-AUTO-002

strategies drawn from ASEAN peer experience.

Mitigation Strategy

CARS Medium High Political / Replace annual Congressional appropriation

Programme Legislative mechanism with BOI tax expenditure (CIT holiday)

Underfunding — the single most important structural reform in the

Recurrence CARS Amendment Bill. Tax expenditure does not
require annual reappropriation. Supplementary:
Presidential Certification of Necessity for priority bills
to accelerate passage.

Power Cost Medium High Structural / Industrial Power Cost Act mandates ERC to

Remains Regulatory establish Special Automotive Manufacturing Rate.

Uncompetitive AboitizPower-ACEN RE:INVEST dedicated supply
as interim mechanism before full EPIRA reform. BSP
risk-weight reduction catalyses private bank green
industrial lending to fund RE capacity additions.

OEM Medium High Commercial / FDI Presidential bilateral with Toyota Motor Corporation

Commitment CEO and Hyundai Motor Group CEO before

Does Not Congressional debate to obtain non-binding letters of

Materialise intent. Production offset EO creates binding legal
obligation converting existing OEM import activity
into manufacturing commitment. Multiple OEM target
strategy reduces dependence on any single investor.

Geopolitical Medium Medium  Geopolitical Technology partnership sequencing strategy: Phase

Escalation 1 focuses on Japan/Korea (zero geopolitical risk);

Disrupts Chinese OEM engagement in Phase 2-3 via

Chinese OEM Singapore SPV and PH-China Joint Committee.

FDI Japanese and Korean OEM commitments in Phase
1 are commercially self-sustaining even if Chinese
OEM investment is delayed.

Supplier High Medium Industrial / PHP 10-15B Automotive Supply Chain Development

Ecosystem Fails Structural Fund (DTI-DOST) with dedicated IATF 16949

to Develop certification subsidies for qualifying SMEs. Local

Sufficiently content incentive scheme (additional CIT reduction
for 40% Philippine content) provides sustained
commercial incentive for OEM supplier development.
TESDA co-located training centre in every BOI
automotive zone.

EV Technology Low Medium  Technological Programme is designed around BEV manufacturing

Disruption from Year 1 (Toyota bZ-series, SMC electric buses,

Renders ICE E2W CKD). ICE vehicle assembly under CARS is

Investment maintained only for existing TMP/MMPC enrolled

Obsolete models during transition. Technology transfer
agreements specify BEV platform technology, not
ICE, ensuring future-compatibility.

Battery Cost Low Medium Technological / Philippine automotive programme does not depend

Reduction Commercial on battery cell manufacturing (too capital intensive).

Undermines Focus on battery module assembly (lower capital

Philippine requirement, assembleable from Chinese cell

Competitive imports) insulates the programme from cell

Position manufacturing cost competition. DMCI nickel laterite
processing partnership provides upstream raw
material contribution to EV battery supply chain.

US Secondary Medium Medium Trade Policy / Philippine manufacturing export strategy is designed

Tariffs on Geopolitical for ASEAN, South Asia, and Africa markets — not
ASEAN- the US market. AFTA provides zero-tariff access to
Assembled Thailand, Indonesia, Malaysia, Vietnam, and
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Chinese-Brand vehicles manufactured in Philippines are not subject

Vehicles to any current US tariff action. Diversified OEM
partner base reduces US tariff exposure.

Political Medium Medium Political BOI tax expenditure mechanism insulates the

Transition Risk programme from administration change — BOI CIT

(2028 Elections) holidays are legal commitments to registered

investors, not discretionary budget line items.
Programme success metrics (employment, exports)
by 2028 create political constituency supporting
continuation. Include bipartisan Congressional
sponsorship of PASELP to embed cross-party

ownership.
Workforce Skills  High Low Human Capital TESDA EV Automotive Manufacturing Training
Gap Delays Programme to commence 12 months before first
Production commercial production. OEM training partnerships
Ramp-Up (Toyota Production System training, Hyundai

Manufacturing Excellence) embedded in OEM
investment agreements. Engineering university
partnerships (UPLB, BatStateU, PUP) to provide
graduate engineers from 2027-2028.

Environmental Low Low Environmental / PEZA and BOI zone environmental compliance
Compliance Regulatory infrastructure pre-provisioned at zone level. BOI
Costs for environmental compliance assistance fund for SME
Manufacturing Tier 2-3 suppliers. EV manufacturing has materially

lower wastewater and VOC emissions than ICE
manufacturing — simplifying permitting relative to
traditional automotive factories.

Philippines Low Low Fiscal / Financial DBP and LBP automotive lending is classified as
Sovereign Credit productive industrial lending, not social transfers.
Rating Impact of GFI automotive loan portfolio expected to perform at
GFI Lending standard industrial loan quality (estimated NPL ratio

below 5%) given OEM anchor tenant credit quality.
PhilGuarantee risk-sharing reduces GFI balance
sheet exposure. BSP monitoring mandate
embedded in PASELP.

8.1 Overall Risk-Return Assessment

The PASELP's risk profile is materially more favourable than the risk profile of the Philippines' two previous large-
scale industrial policy programmes — the CARS Program (which suffered from structural funding risk that this
legislation is specifically designed to resolve) and the BPO sector incentive framework (which faced technology
disruption risk from Al automation that is more immediate than any risk facing the automotive programme). The
three highest-impact risks — CARS underfunding, power cost non-competitiveness, and OEM commitment
uncertainty — are all directly addressable through the specific legislative provisions of the PASELP, which is
precisely why the integrated legislative package is more effective than any single-bill approach.

The aggregate probability-weighted expected value of the programme (NPV across scenarios, weighted by
scenario probability) is estimated at positive PHP 180-380 billion over 10 years — a strongly net-positive
investment of national legislative effort and fiscal resources. The single greatest risk is not failure of the
programme once enacted; it is the risk of non-enactment in the 2026-2027 legislative window, which would
permanently foreclose Philippine participation in the ASEAN EV manufacturing order as it consolidates around
Thailand, Indonesia, Vietnam, and Malaysia.

Philippine Automotive Sector Enabling Legislation — Economic Impact Page 16 of 17
Analysis | March 2026



NATIONAL ECONOMIC AND DEVELOPMENT _AUTHORITY NEDAJ/OEAP/2026-AUTO-002
Office of the Director General | Economic Analysis Division

9. Conclusion: The Legislative Case

This Economic Impact Analysis has established, with specificity and rigour, that the downstream effects of the
Philippine Automotive Sector Enabling Legislative Package are powerfully and unambiguously positive for the
Philippine economy, for Filipino workers, for the Philippine government's fiscal position, and for the Philippines'
strategic position in the ASEAN economic order. The eight dimensions of downstream effect examined in this
report converge on a single conclusion: the PASELP is among the most high-return, fiscally sound, and
strategically consequential pieces of legislation that the Congress of the Philippines could enact in this decade.

The economic benefits — an estimated USD 3.5-5.0 billion annual improvement in the current account by 2035,
PHP 85-130 billion in incremental annual government revenue, and a 0.8-1.1 percentage point addition to the
Philippines' annual GDP growth rate — are not speculative. They are calibrated against the demonstrated
outcomes of comparable programmes in Thailand, Indonesia, Vietham, and Malaysia, adjusted for the Philippines'
specific industrial structure and the specific vehicle segments and production volumes targeted. These are
conservative estimates: they assume base-case OEM commitment, base-case supplier ecosystem development,
and base-case export market access. The optimistic scenario — in which all five investment paths execute on
schedule and a Chinese OEM greenfield factory is secured through the production offset mechanism — yields
GDP and employment outcomes approximately 40 percent above the base case.

The employment effects — 85,000 direct manufacturing jobs and up to 480,000 total employment (direct, indirect,
and induced) by 2030; growing to 120,000 direct and 710,000 total by 2035 — represent the most durable legacy
of the programme. These are not temporary construction or project-linked jobs. These are permanent, high-quality
manufacturing jobs paying 1.7-5.8 times the Philippine national average salary, located in regions with persistent
underemployment, providing SSS, PhilHealth, and Pag-IBIG benefits to workers who currently lack formal
employment coverage. For a Congress of the Philippines committed to meaningful poverty reduction and middle-
class expansion, there is no more direct legislative lever available than industrial employment at manufacturing
wages.

The fiscal arithmetic is sound. The government's net fiscal cost — primarily through BOI CIT holidays that
constitute tax expenditure rather than cash outflow — turns net positive by Year 5-6. The fiscal multiplier of 4.2-
6.8x (government fiscal cost to incremental revenue) is the highest of any comparable Philippine industrial
programme. The risk of fiscal overcommitment is explicitly managed by the DBP's lending terms, PhilGuarantee's
risk-sharing structure, and the BSP's monitoring mandate embedded in the PASELP framework.

The Hon. Members of the Congress are respectfully urged to consider this analysis in its totality: not as an
argument for a single piece of legislation, but as a systemic case for an integrated legislative architecture that will
determine whether the Philippines participates in the most significant industrial transition in ASEAN's economic
history — the electrification of mobility — as a producer or merely as a consumer. The window is open. The
blueprint is ready. The capital is available. The partners are identified. What this analysis demonstrates, with
evidence, is that the enactment of the Philippine Automotive Sector Enabling Legislative Package is not a risk
worth taking — it is a risk too large to refuse.

Submitted by the Office of the Economic Adviser to the President
in coordination with the National Economic and Development Authority
Republic of the Philippines | March 2026
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VAMA/MPI automotive statistics; World Bank Philippines Economic Update (2025); ADB 'Strengthening Philippines Manufacturing Competitiveness'
(2024); ILO 'Automotive Industry Employment Multipliers in Asia’ (2023); UNCTAD World Investment Report 2024; PSA Philippine Statistics Authority
Labour Force Survey Q3 2024; SalaryExplorer.com Philippines Automotive Sector 2025; JobStreet PH Automotive Salary Report 2025; Indeed PH
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AboitizPower RE:INVEST Programme 2025 disclosure; EVAP Philippines; DTI CARS Program Progress Reports; DTI-BOI Investment Priorities Plan
2024-2026; NEDA Philippine Development Plan 2023-2028; PwC ASEAN Automotive Centre of Excellence Market Snapshot Q1 2025; McKinsey
Global Institute "The Future of Mobility in Southeast Asia’ (2024); Boston Consulting Group 'EV Transition in ASEAN' (2024); EY-Parthenon ASEAN
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Philippines EV Policy Brief 2025.
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