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ASEAN-US INITIATIVE: THE PHILIPPINE PERSPECTIVE* 

Erlinda M. Medalla and RoSario G. ManaSan** 

I. INTRODUCTION 

This paper aimS to provide country inputs to the Joint Study 

on ASEAN-US Economic Relations whoSe main objective iS to 

"identify policy reforms and actions producing mutual benefits 

for ASEAN and the U.S." in the area of trade in goodS, trade 

in ServiceS and investment. 

Along the lineS of the objective of the Study, the paper iS 

divided into three main parts. FirSt, a diScuSSion on trends and 

*ThiS is a draft of the Philippine country report for the 
over-all Study on the ASEAN-US Initiative which waS commissioned 
by a Joint ASEAN-US Steering committee on July 1988. The authors 
gratefully acknowledged the Support of the United Nations Devel-
opment Programme (UNDP) and Institute of southeast ASian Studies 
(ISEAS) which respectively funded and coordinated the ASEAN part 
of the Study. 

**ReSearch FellowS, Philippine Institute for Development 
studies (PIDS). 

The viewS expreSSed in this Study are thoSe of the authors 
and do not neceSSarily reflect thoSe of the Institute. 
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policies on trade in goodS, trade in Service and foreign 

investment iS presented in Section 2. Section 3 outlined the 

medium term prospects for Philippine economy in general, and 

other factors Such aS U.S. protectionism and the possible outcome 

of the Uruguay Round which may affect the ASEAN-US economic 

relations. This Section alSo looks at other Salient iSSueS Such 

aS the Generalized System of Preferences (GSP) , intellectual 

property rights, and iSSueS in agriculture. Finally, the laSt 

Section analySeS the implications of findings in the previous 

SectionS on ASEAN-US economic relations from the perspective of 

the Philippines and Some poSSible recommendations. 

II. TRADE AND INVESTMENT PATTERNS AND POLICIES 

This Section provides a background on the three areaS of 

concern — trade in goodS, trade in ServiceS, and investments. 

Structure, patterns and policy environment are examined, all with 

the view of linking the findings with Philippine-U.S. economic 

relations. 

2.1 Trade in GoodS 

Global trade iSSueS are increasingly becoming more complex 

with the emergence of new developments and new areaS of concern. 

TheSe pertain, mo.St particularly to the new iSSueS regarding 

ServiceS trade, global intellectual property rights and foreign 

investment. Still, especially for developing countries, priority 

lieS in the Settlement of iSSueS and impediments to trade in 

goodS. 
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2.1.1 Trade Structure 

The Philippine trade Structure haS changed substantially in 

the laSt decade. Even aS late aS the mid 1960k, it waS Still 

basically an agriculture and mineral exporter. By the 1980S, 

manufactured exports comprised more than half of total exports. 

In 1970, more than 80 percent of Philippine exports were in the 

Food and Food preparations (0) and Crude material, inedible (2) 

category. This Share consistently went down to only around 25 

percent in 1987. (See Tables la and lb). 

Some of the changes can be attributed to external factors, 

e.g., prices of Sugar, copper, etc. Still, an important part 

can perhapS alSo be a reflection of a conSciouS effort, Starting 

in the 1970S, to promote nontraditional exports. The Share of 

traditional exports haS fallen Sharply from 53 percent in 1980 to 

23.9 percent in 1987. Much of the decline in Share occurred in 

Sugar (from 11.35 percent in 1980 to 1.24 percent in 1987), 

mineral metallic products - especially copper concentrates -

(from 15.9 percent to 3.9 percent), and coconut products (from 

14.0 to 9.8 percent). On the other hand, the Share of 

nontraditional manufactured exports almoSt doubled from 34.6 

percent to 63.7 percent. It iS worth noting the riSe in the 

Share of processed food and beverage (from 1.59 to 2.20 percent) 

and furnitures and fixtures (from 1.33 to 2.27 percent). 

However, the increase in exports iS Still concentrated mainly in 

electronics and garments, products of low value-added and high 

import content. (See Tables 2a to 2c). This indicates Some 
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weakness in the apparently healthy growth of nontraditional 

exports. 

Such flow could be discerned in the growth of nontraditional 

exports iS manifested in the import structure aS well. While the 

Share in exports of electronics and garments grew, the Share in 

imports of raw materials for garments and electronics 

correspondingly roSe. (See TableS 3a and 3b). 

Imports Share of mineral fuels and lubricants increased aS 

expected before declining Starting 1986 when oil pricefe went 

down. The Share in imports of food, beverage and tobacco 

remained Stable in the 1970S to 1980S. Imports Share of 

machinery and equipment declined, from 34 percent in 1970 to only 

16.6 percent in 1987, aS the economy plunged into a deep 

recession in 1984 and 1985. (See TableS 3a and 3b). 

There iS Some change in the direction of trade aS well. The 

US Share in Philippine exports haS fallen from an average of more 

than 43 percent in the 1960S. Still, it haS maintained its Share 

of around one third aS destination of Philippine exports and 

around a quarter aS a Source of Philippine imports during the 

1980S. (See Table 4a). In contrast, the Share of Japan in 

Philippine trade haS gone down from around 24 percent in the 

1970S to 17 percent in 1987 of total Philippine exports. 

Meanwhile, the Share in Philippine trade haS grown for ASEAN. 

Hongkong, South Korea and Australia. In particular, there 

appears to be a trend towards larger trade with developing 
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countries. Table 4b presents the Philippine exports and imports 

to and from the U.S. and other countries. 

DeSpite Some SucceSS in diversification, both in products aS 

well aS markets, on the whole, the Philippine merchandise trade 

balance remained negative, except for a few yearS, in the laSt 

two decadeS. Imports and exports peaked in 1980/81 then declined 

in the Succeeding yearS until 1986. Merchandise exports fell 

from U.S. $5,788 B in 1980 to U.S. $4,629 B in 1985 due mainly to 

a fall in primary commodity prices (particularly coconut, Sugar 

and copper). AS a reSult, the Share of exports in GNP went down 

Sharply from 53 percent in 1980 to 24 percent in 1984. Exports 

Started to pick up in 1986, growing by more than 25 percent in 

the firSt half of 1988. Imports declined even more Sharply from 

U.S. $7,946 B (f.o.b.) in 1981 to U.S. $5,044 B (f.o.b.) in 1986 

following the economic recession during the period. The Tables 

presented alSo Show the bilateral trade between the U.S. and the 

Philippines. For the large part, Philippine trade with the 

United StateS haS been growing Steadily and haS been affected 

leSS Severely by the 1983-84 economic criSiS. Imports from the 

United StateS grew from only U.S. $274 M in 1965 to U.S. $1,485 

(f.o.b.) in 1987. Exports to the United StateS grew from U.S. 

$349 M to U.S. $1,976 B during the Same period. AlSo, for the 

moSt part during the period, the Philippines haS been enjoying 

trade SurpluSeS with the United StateS. The United StateS 

remains to be the Philippines* moSt important trading partner. 

The trend in the Philippine bilateral trade with the United 

StateS followed in general the overall trend of Philippine trade 
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with the world. There iS alSo a 'significant Shift away from 

nontraditional exports. 

Among traditional exports, Sugar and mineral products 

registered a Sharp decline while the export Share of pineapples 

(canned juice and concentrates) haS more or leSS remained 

unchanged. Coconut products remained important although their 

Share dropped from around 15.9 percent in 1980 to 9.9 percent in 

1987. 

The Share of nontraditional Philippine exports to the United 

StateS accounted for almost 80 percent in 1987, up from an 

already considerable Share of 59 percent in 1980. Garments and 

electronics accounted for the largest Share at around 34.4 

percent and 20.0 percent respectively of total Philippine exports 

to the United StateS in 1987 (compared with 14.6 and 17.4 percent 

respectively in 1980). Abide from garments and electronics, 

fruit preserves and fruit preparations, aS well aS freSh/dried 

fruits and nutS have become consistent exports and exhibit a 

potential for more growth. Other promising exports include 

coffee and coffee SubStituteS, and furnitures and fixtures. In 

contrast with garments and electronics, theSe products have high 

value-added. There iS a proliferation of other exports to the 

U.S. especially in the area of food manufactures. 

On the imports Side, machinery and transport equipment 

accounted for the largest Share of imports from the United StateS 

at almost 40 percent in 1970, declining to leSS than 14 percent 

in 1987. On the other hand, imports of raw materials for 
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electronics and garments roSe Sharply from only U.S. $26 M in 

1970 to U.S. $417 M, which iS more than one third of total 

imports from the United StateS, in 1987. Food imports, 

particularly wheat, are alSo important, accounting for around 13 

percent in 1970, down to around 9 percent in 1987. 

2.1.2 Philippine Comparative Advantage 

Table 5a ShowS Some broad indicators of Philippine resource 

endowments relative to other countries. 

Data on land area and density SuggeSt that the Philippines 

iS leSS endowed with natural resources than the United 

StateS. Clearly, however,.the type of land differs between the 

Philippines which iS tropical and the U.S. which iS in the 

temperate zone. This difference iS an important determinant of 

the type of goodS that the countries could produce, for e.g., 

bananaS againSt appleS, hardwood againSt Softwood, etc. 

In termS of data on per capita GroSS Domestic Product (GDP) 

and per capita GroSS Domestic Capital Formation (GDCF), the 

Philippines, aS expected, haS very Scarce Supply of capital even 

compared with Greece, the poorest among the developed countries 

Shown in the table. 

US ing data on population Size and growth and labor force 

A 

growth, the Philippines haS-abundant Supply of workers. Labor 

Supply iS presumably leSS Skilled aS indicated by education data 

which Show that although enrollment in primary School iS 

proportionately comparable to that in the U.S. (Japan and other 
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industrialized countries) , enrollment in Secondary SchoolS iS 

proportionately much lower. 

Looking at the Structure of production, disparities between 

the Philippines and the U.S. are alSo very marked. The 

Philippines iS Still basically agricultural with the Sector 

accounting for 22 percent of GDP in 1983 (compared to 2 percent 

to the U.S.) and manufactured food and agricultural products 

accounting for 39 percent of manufacturing value-added in 1982 

(compared to 12 percent in the U.S.). (See Table 5b). 

The Philippines appear to have much more in common with 

other ASEAN countries (especially Thailand and excepting 

Singapore). They Share similarities in the production 

Structure . 

Given Such differences in resource endowments, Philippine 

comparative advantage could thuS be expected in tropical 

agricultural products (coconut, tropical fruits aS bananaS, 

mangoeS and pineapples), agro-baSed food manufactures, Some 

Specific natural reSource-uSing exports and labor intensive light 

manufactures aS garments and textile. 

Table 6 generally validates theSe expectations. 

Classifying for Simplicity the SITC one-digit groups into 

resource intensive (SITC 0 to 4) and manufactured (SITC 5 to 8) 

and the latter further by labor intensity (Categories I to III 

with I being moSt labor intensive), exports are accordingly 

grouped. 



9 

AS expected, a larger proportion of Philippine exports to 

Industrialized countries are resource baSed (compared for example 

with ASEAN). Furthermore, data on manufacture exports 

categorized by labor intensity alSo confirms Same expectations. 

2.1.3 Policy Environment 

In 1950, the Philippines impoSed Strict foreign exchange 

controls in reSponSe to a Severe balance-of-paymentS difficulty 

resulting from a drop in U.S. economic assistance. Foreign 

exchange waS rationed according to "essentiality." Virtually 

only producer goods could be imported aS foreign exchange could 

hardly be obtained for "non-eSSential" consumer goods. The 

SyStem became a permanent policy feature for the reSt of the 

decade, fully entrenching an import substitution policy, which, 

even with the reforms in the 1980S iS proving difficult to 

reverSe. 

Continuing foreign exchange controls did not offer a long-

run Solution to the balance-of-paymentS problem. By 1960, the 

government had to devalue the peSo and opt for a relaxation of 

import controls. The decontrol program waS completed in 1962. 

The tariff SyStem which waS promulgated in 1957 then became the 

effective tool of protection, replacing but, in general, 

preserving the protection Structure of the 1950S control SyStem. 

With the Same biaSeS in the protection Structure, foreign 

exchange earnings remained dependent on primary exports while 

foreign exchange Saving through import substitution increasingly 

became more coStly. ThuS, the country remained vulnerable to 
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balance-of-paymentS problem. In the late 1960b, import controls 

were restored. 

in the 1970S, import controls became more widespread. The 

Central Bank (CB) Started the SyStem of classification by type of 

product. CB Circular 289 waS iSSued requiring CB approval for 

imports of commodities classified aS Unclassified Consumer (UC), 

Semi-UnclaSSified ConSumer (SUC) , and Non-ESSential Consumer 

(NEC). More CB circulars followed, adding more imports to be 

covered. In the majority of caSeS, the motive for import 

licensing waS protection of local industry in the domestic 

market. The SyStem of quantitative restrictions buttressed the 

effect of the tariff Structure. Escalation of tariffs and 

corresponding import controls according to Stage of processing 

remained. 

The exchange rate policy during theSe periods did not help 

reverse the biaS againSt exports. On the contrary, it added to 

the penalty already received by exports by fixing the rate at 

unrealiStically low levels. In the 50S and the 60S, this waS 

made possible, at leaSt until BOP difficulties forced a 

devaluation, by import controls and high tariffs. In the late 

1970S up to early 1980S, huge foreign borrowing (which cannot 

indefinitely be SuStained) propped up the peSo, hiding an 

underlying BOP disequilibrium. Table 7 ShowS the movement in 

the real exchange rate from 1973 to 1987. (The real effective 

exchange rate iS basically the nominal exchange rate deflated by 

the ratio between the domestic price index and the foreign/world 

price index). 
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By the late 1960b, government planners have become more 

aware of the biaS of the protection SyStem againSt exports. 

Instead of reforming the protection Structure, however, export 

promotion meaSureS mainly through the Board of Investments (BOI) 

fiscal incentives, Started to be adopted in the 1970S. Clearly, 

however, Such an offSet approach could only have a limited reach. 

While nontraditional exports grew, theSe were mostly concentrated 

in Semi-conductorS and garments. 

By the end of the 1970S, the inherent biaSeS of the 

protection Structure and the inadequacy of an offSet approach 

through various incentives became more apparent. ThuS, in 1981, 

the government finally launched the firSt major reform of the 

protection SyStem. The 1981-1985 Tariff Reform Program (TRP) waS 

implemented and a Schedule of import licensing liberalization waS 

formulated. Except for the uniform additional import Surcharge 

which waS eventually removed, the TRP proceeded aS planned. 

Import liberalization had to be Shelved, however, following the 

1983-84 BOP criSiS. 

Tables 8a and 8b Summarize the changes made under TRP. AS 

can be gleaned from Table 8a, before TRP, 27 percent of all 

tariff lineS had tariff rateS of 70 and 100 percent, 16 percent 

with 40-50 percent tariff, 57 percent with 10-3 percent tariff, 

and only three tariff lineS with zero or 5 percent tariff duties. 

After TRP, no tariff lineS had tariff rateS above 50 percent, 31 

percent were impoSed 40-50 percent tariffs, 68 percent had 10-30 

percent tariff and 17 tariff lineS had zero to 5 percent dutieS. 



12 

The Tariff Commission computed the Simple average Statutory 

tariff rateS of tariff codal lineS by Input/Output (I-O) Sector 

before and after TRP. Table 8b presents the reSultS. The 

largest change occurred in the agricultural Sector - from 56 

percent in 1979, the pre-TRP period, down to 33 percent in 1985, 

the end of TRP. The average Statutory rate in manufacturing went 

down from 42 percent in 1979 to 28 percent in 1985. Minimal 

changes occurred in the mining and quarrying Sector, which in 

general, had low duties even before TRP. Table 9 presents the 

changes in average tariffs due to TRP uSing different 

classification i.e., by type of commodity (consumer goods, 

intermediate goodS, raw materials, etc.). ConSumer goodS 

received the highest reduction in average tariff from 67.7 

percent before TRP to 38 percent after TRP. Average tariff for 

capital goodS Stood at around 21 percent, while average tariff 

for intermediate goodS and raw material went down from 33.3 and 

35.6 percent to 24.1 and 21.7 percent respectively. Standard 

deviation went down substantially from 32.6 percent to 15.1 

percent. 

ThuS, ab the tables indicated, the TRP effected not only a 

fall in average tariff rate but alSo a movement towards greater 

uniformity. In this regard, the program could thuS be considered 

to have achieved substantial reforms towards leveling 

protection and reducing distortions from tariffs. However, 

although the cascading nature of the tariff Structure iS 

diminished, there Still remains even after TRP a progression of 

rateS according to the degree of processing. 
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PerhapS even to a greater extent than tariff/ the Philippine 

import licenbing procedure impoSeS additional barriers to trade. 

For a majority of caSeS, the purpose haS been to protect local 

industry. Table 10a presents the frequency of restrictions by 

comir^cJity at the 3-digit level. The total number of itemS by 

commodity group iS Shown, then the number of itemS regulated by 

year of implementation. Not a few product categories were fully 

regulated. Almost all product categories were Subject to Some 

form of import restriction. Textiles were previously 

unregulated. They Started to be regulated in 1979, covering 50 

to 90 percent of all itemS by 1983. A Similar observation could 

be made for artificial reSinS and plaStic products. Only a few 

product categories remained relatively with few regulated itemS 

(e.g., inorganic chemicals). 

Table 10b ShowS the frequency of restrictions by type of 

commodity-capital goods, intermediate goods, mineral fuels and 

lubricants, and consumer goodS. In 1977, conSumer goodS had the 

largest percentage of regulated itemS at 62 percent, followed by 

intermediate goodS. By 1984, 1256 out of 1552 conSumer itemS 

were regulated. Indeed, during theSe yearS, total conSumer good 

imports accounted for only around 4 to 6 percent of total 

imports, out of which barely 1 percentage point belong to NEC/SEC 

category. 

Achievements derived from the TRP would be totally nullified 

if no Similar efforts were done in import liberalization. 

Reduction of tariffs in the continuing preSence of import 

barriers would not only retain the old protection Structure but 
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alSo Shift the foregone tariff revenue to private rents. ThuS a 

Schedule of import liberalization waS planned simultaneously with 

the TRP. 

Starting in 1981, a Schedule of import liberalization waS 

implemented. The firSt Stage, in 1981, removed 263 itemS from 

the liSt of banned itemS. In 1982, 610 more itemS were 

liberalized. However, CB circulars were iSSued to regulate more 

importations. in 1983, 48 itemS were removed from the banned 

liSt. In the Second half of 1983, in reSponSe to the BOP criSiS, 

CB Circular 970 waS iSSued pooling all foreign exchange receipts 

and limiting foreign exchange allocation to payments for crude 

oil, eSSential grain imports and raw materials for exports and 

vital domestic products. LeSSer priority itemS were allowed 

through a Scheme of no-dollar importations and pre-paid import 

L/CS. The commitment to liberalize Stayed through, albeit not 

without controversy, after the February 1986 Revolution. The new 

government liberalized more itemS between March 1986 and April 

1988. Some 951 itemS were liberalized in 1986, 171 itemS in 

1987, and 129 itemS in 1988 (See Table 11a). The number So far 

liberalized compriSeS around 80 percent of the total number 

regulated baSed on CB circulars, TheSe are Summarized in Table 

lib. 

AS a proportion of total imports, the liberalized itemS 

accounted for 12.2 percent in 1986 and 16.9 percent in 1987* 

TheSe are substantially larger than the previous yearS
1

 figures 
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which are 0.42 percent in 1981, 0.97 percent in 1987, 0.88 

percent in 1983, 0.61 percent in 1984 and 2.51 percent in 1985. 

Some 673 itemS remain regulated representing leSS than 12 

percent of the total number of itemS. The product groups, 

regulating agency and nature of regulation are presented in Table 

12. LiSt A covering Some 104 itemS, haS been recommended by the 

Subcommittee on Tariff and Related Matters for liberalization. 

Originally, the products in the liSt were Scheduled to be 

liberalized in three groups— 30 June 1988, 31 December 1988, and 

30 June 1989. Recently though, a Strong lobby againSt import 

liberalization SeemS to be gaining Some ground. No CB circular 

haS been iSSued to deregulate theSe itemS under LiSt A, 

SuppoSedly pending tariff adjustments requested by affected 

firms. 

List B, totalling 455 itemS, haS been recommended for review 

by the Subcommittee, It covers mainly the BOI Industry Programs 

aS well aS agricultural commodities. Finally, LiSt C, totalling 

114 itemS, haS been recommended for continued regulation mainly 

for reaSonS of health, Safety and national Security. 

Some tariff adjustments have been made to help Smoothen the 

impact of the recent import liberalization experience. On the 

whole, however, theSe appear to be minimal aS indicated by the 

almost unchanged (unweighted) tariff average Shown in Table 13. 
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2.2 TRADE IN SERVICES 

2.2.1 A Profile of the Philippine Service Sector and 
Structure 

The Service Sector comprises a large Share of the Philippine 

economy, in termS of both output and employment. If defined to 

include transportation, Storage and communication, trade, 

finance, houSing, government feerviceS and private ServiceS aS 

uSed in the national accounts, it contributes the largest Share 

in real output at around 40 percent. (See Table 14). It employs 

more than a third of the total labor force, Second only to 

agriculture. It iS the Single moSt important Source of 

employment for women, employing more than half of the total 

female labor force in 1985. (See Table 15). 

Table 16 ShowS meaSureS of forward and backward linkages 

from the interindustry accounts. Except for government ServiceS, 

forward linkages of the Service SectorS are all greater than one, 

implying that ServiceS are intermediate inputs to other SectorS. 

The backward linkages, though, are weaker for ServiceS than for 

the other SectorS. ThiS meanS that the Service SectorS are 

relatively leSS dependent on inputs from other SectorS than the 

reSt of the economy. 

Definitional problems ariSe when it comeS to traded 

ServiceS. Unlike goods or commodities, ServiceS are intangible 

and cannot be Stored. For the purpoSeS of thiS paper, we take 

the Balance-of-PaymentS definition of traded ServiceS. ThiS 



17 

meanfe that domestic SaleS of foreign affiliates are considered 

part of the national accounts. 

Table 17 ShowS the payments and earnings for non-merchandiSe 

trade for the Philippines. The balance between earnings and 

payments haS been negative for many yearS, the trend worsening up 

to 1982 and then improving, until it became zero in 1985 and even 

registered a healthy Surplus in 1986. The improvement in trend 

SeemS to hold in the laSt three yearS aS the net non-merchandiSe 

trade became only Slightly negative in 1987. Even for the 

deficit yearS, SurpluSeS in travel and touriSm, government, 

personal income and "others" category are generally recorded. 

The "others" category iS mainly composed of construction 

activities, operating expenSeS, commissions and feeS, etc. The 

deficit in investment income largely accounts for the over-all 

deficit in non-merchandiSe trade. Indeed, excluding interest 

payments would yield a huge SurpluS for the Sector. Net freight 

and merchandise insurance have alSo been consistently negative. 

Table 18 ShowS the ratio of non-merchandiSe trade to 

merchandise trade from 1976 to 1986. Non-merchandiSe trade haS 

been faring better than merchandise trade during this period. 

The ratio of non-merchandiSe receipts to exports Steadily roSe 

from 33.8 percent in 1976 to 78.3 percent in 1986. On the other 

hand, the ratio of non-merchandiSe payments to imports roSe to 

only 59.6 percent in 1986 from a Similar ratio of 31.3 percent in 

1970. 
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What theSe data SuggeSt iS that there are ServiceS Sector 

where the Philippines haS comparative advantage. Of courSe the 

SurpluS and the rising trend in the ratio of nonmerchandiSe to 

merchandise trade could alSo be a manifestation of more pervaSive 

regulations in ServiceS. Still Some SectorS Stand out which 

clearly indicate comparative advantage. Construction activity iS 

a caSe in point. Labor export iS another example. 

The Central Bank records data on foreign exchange invisible 

acquisitions and dispositions by country and by category which 

could indicate the direction of trade in ServiceS. This data Set 

iS presented in Table 19 (data are miSSing for certain yearS). 

The Balance-of-Payments accounts differ from thiS recorded 

foreign exchange acquisitions and dispositions in that the former 

include transactions not juSt "payments" while the latter include 

only "payments" paSSing through and reported by CB and itS agent 

banks. Still, Table 19 giveS an indication of the direction of 

trade in ServiceS. The United StateS iS by far the moSt 

important trading partner of the Philippines in ServiceS, 

accounting for around two-thirdS to three-fourthS of total trade 

in ServiceS. ThuS, while the Philippines haS achieved Some 

diversification of markets in the trade in goodS, Philippine 

ServiceS trade iS Still highly concentrated in the U.S. market. 

Japan's Share iS even declining, from 4.5 percent in 1981 to only 

around 2.8 percent in 1987 on the acquisition Side. The Share of 

other ASEAN on average iS around 1.3 percent on the acquisition 

Side and 2.1 percent on the disposition Side during the period. 
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The "others" berviceb account for around 47 percent of total 

acquibitionb from the United StateS. Travel and touriSm make up 

the next important item at around 17 percent. Labor income iS 

alSo an important Source of foreign exchange invisible 

acquisitions. On the disposition Side, investment income iS the 

moSt important item, the Share rising from 39.5 percent in 1981 

to 53.7 percent in 1987. The "otherS" category iS alSo 

important. (See Table 20). 

The data albo indicate a non-merchandiSe trade SurpluS with 

the United Stateb. Although invisible accounts may overstate 

receiptb relative to payments, the data Set nonetheless, 

reinforces the finding above that comparative advantage in the 

ServiceS Sector iS not a monopoly of the developed countries. 

Table 21 ShowS the outward remittances for royalties and 

trademark and technical and management feeS. Again, the United 

StateS iS the mobt important country getting around two-thirdb of 

total remittanceb, followed by Japan getting around 10 percent 

during the period from 1981 to 1987. Hongkong'b bhare wab even 

more Significant than Japan's in technical and management feeS 

for Some yearS. The data confirm what iS already expected 

that the United StateS haS huge comparative advantage in 

technology production. 

2.2.2 Regulations in ServiceS 

Like in mobt leSS developed countries (LDCS), the Philippine 

Service Sector iS highly regulated. For example, in banking, the 

Central Bank ib authorized under the Central Bank Act and the 
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General Banking Act to cloSely monitor and examine all banking 

institutions with the primary objective of maintaining monetary 

Security and Stability. There are Similar lawS and regulations 

in the other Service SectorS, e.g., the Insurance Code, OverSeaS 

Shipping Act, Investment HouSeS Law, and the Securities Act. In 

eSSence, however, the majority of theSe regulations iS general in 

nature, applicable to both foreign and domestic entities 

(although perhaps non-uniformly in Some caSeS but Still with 

Similar objectives). In many caSeS, liberalization could mean 

deregulation. AS Such, Since in many caSeS, they are considered 

to be part of the country's Sovereign rights, there would be 

Strong resistance againSt liberalization involving deregulation. 

Perhaps the main regulation which affects international 

trade in Service in general iS the restriction in foreign equity 

participation. The Philippine Constitution contains a provision 

which limits foreign equity to 40 percent in general, allowing 

-certain exceptions for Specific areaS in line with Some national 

developmental objective. (ThiS iS diScuSSed further in the 

Section on foreign investment). There are more Specific 

regulations affecting ServiceS trade Such aS requirements of 

certificates of authority to be iSSued by certain government 

agency, depending on the particular Sector involved. Arroyo 

(1986) haS identified Some regulations on ServiceS by Sector. 
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2.3 Foreign Direct Investment 

2.3.1 Growth of Foreign Direct Investment 

The growth of foreign direct investment (FDI) in the 

Philippines in the decade ending 1987 may be divided into two 

distinct segments. The yearS 1977 to 1983 iS characterized by an 

accelerated phaSe during which the yearly inflow of foreign 

equity grew at an average annual rate of 34.3 percent from 

US$45.7 million to US$268.0 million. The latter period witnessed 

a definite downtrend aS the annual inward flow of FDI declined by 

33.7 percent yearly on the average between 1983 and 1986. The 

decade ended on a bright note aS the inflow of foreign capital 

recovered from the Slump and increased two-fold in 1987 (Table 

22). TheSe movements faithfully mirror the upS and downS the 

country experienced during the period both from the economic and 

the political perspective. Note that the Philippines Suffered a 

Severe balance of payments criSiS in the laSt quarter of 1983 

that culminated in a more generalized economic recession in 1984 

and 1985 concomitant with a period characterized by extreme 

political instability. 

While the contribution of foreign investment to the 

country's groSS domestic capital formation haS expanded in the 

laSt ten yearS, it iS by no meanS large. FDI represented 

approximately 2 percent of GDCF on the average during the period. 
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2.3.2 Sectoral Distribution of Foreign Direct 
Investment 

The Sectoral distribution of FDI haS remained.Stable through 

the yearS. The manufacturing Sector received the lion's Share of 

foreign equity in flowS accounting for more than 50 percent of 

the total for moSt yearS. The ServiceS Sector ranked Second 

garnering approximately 23 percentage points in the 1980S. 

Agriculture, mining and trade had Significant ShareS (5 percent 

or more) in at leaSt one year during the period (Table 23a) . 

Within the manufacturing Sector, electrical and electronic 

products and processed foods were the two moSt important SectorS 

in termS of Share in the total inflow of FDI in 1981-1987. The 

Share of electrical and electronic products in the manufacturing 

FDI roSe markedly between 1981 and 1985 but appeared to have 

tapered off in 1987. The amount of FDI attracted by baSic 

industrial chemicals, drugS and pharmaceuticals, textiles, 

machinery and equipment, fertilizers and pulp and paper products 

waS not negligible during the period. On the other hand, wearing 

apparel expanded its Share noticeably in 1987. (Table 23b). 

2.3.3 Sources of Foreign Direct Investment 

Given the long history that binds the Philippines and the 

U.S., it iS not surprising that the U.S. haS consistently been 

the Single mobt important Source of FDI in the former over the 

yearS. The U.S. Share in FDI in the Philippines peaked in .1983 

at 68.1 percent and declined monotonically to 21.6 percent in 

1987 (Table 24). 
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On the other hand, Japan emerged aS Second biggebt foreign 

investor in t'he country during the SeventieS. In the early 

eighties, however, Japanebe Share contracted markedly Such that 

in 1983 it waS only 1.9 percent. Thereafter, Japan regained 

its position and posted an 18.5 percent average Share in 1985-

19,8 7. 

Other ASEAN countries foreign direct investment in the 

Philippines iS not Significant. ItS low Share haS even Shrank 

over 1981-1987 to leSS than 1 percent at the end of the period. 

The Share of other countries combined over 60 percent in 

1981 and 1987. In 1981, European countries poured in 37.6 of 

total FDI while Nauru accounted for 15.5 percent. In 1987, 

Hongkong and Taiwanese investors figured prominently accounting 

for 21.0 percent of FDI while European countries contributed 15.9 

percent. 

2.3.4 U.S. Foreign Investment in the Philippines 

After a period of relatively rapid growth in 1978-1983, U.S. 

FDI in the Philippines declined in 1983-1986 for the Same reaSonS 

we have outlined above. However, it increased by 60 percent in 

1987, reflective of the Philippine economy's turnaround (Table 

25) . 

U.S. foreign direct investment in the Philippines wab 

largely concentrated in manufacturing. Manufacturing Share to 

total U.S. FDI fluctuated between 39.0 to 87.0 percent in 1981-

1987. The ServiceS Sector and trade alSo received Significant 
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amounts of FDI in the period. Within manufacturing, food 

processing and chemical products were the more important SectorS 

aS far aS the inflow of U.S. FDI iS concerned (Table 26). 

2.3.5 Policy Environment for Foreign Direct Investment 
in the Philippines 

The official Stance towards foreign direct investments iS 

beSt described aS open Subject to certain limitations. 

Generally, foreign ownership iS limited to 40 percent of total 

equity. However, the ownership requirement iS relaxed if the 

project SatiSfieS anyone of the following conditions: (1) it 

propoSeS to engage in a pioneer activity, (2) it exports at leaSt 

70 percent of its production, (3) it iS located in an export 

processing zone; and (4) it obtains prior approval from the Board 

of Investments. 

Since the fifties, investment incentives are made available 

to qualified foreign investors. In 1987, the OmnibuS 

Investments Code (Executive Order 226) waS promulgated, amending 

an earlier incentive legislation. One of the main objectives of 

the Shift to the new Investment Code iS to enable the .Philippines 

to offer incentives that are at par with thoSe granted by the 

other countries in the region. The Code replaces the admittedly 

performance-oriented incentives provided by the previous law with 

the income tax holiday and the exemption from duties and taxeS on 
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imported capital equipment. Registered enterprises are alSo 

allowed an additional deduction from taxable income of an amount 

equal to 50 percent of incremental labor expenSe. Other tax, and 

non-tax concessions are alSo available by the Code (Table 27). 

While theSe tax concessions provide equal inducements to 

qualified domestic investors aS well, the Philippines haS 

Supplemented the incentives with various guarantees aimed at the 

protection of the foreign investor. ThuS, the OmnibuS Investment 

Code guarantees foreign investors (1) freedom from expropriation, 

(2) freedom from requisition of property, (3) the right to remit 

earnings and other foreign o b l i g a t i o n a n d (4) the right to 

repatriate investments. Investment missions and fairS haS alSo 

been a regular feature of the government ' s aggreSive campaign to 

attract more foreign capital in recent yearS. 

Furthermore, the Philippines iS Signatory to double taxation 

treaties with 22 countries including the U.S., Japan and all of 

the other ASEAN countries except Brunei. TheSe treaties define a 

SyStem of tax credit aimed at eliminating the double taxation of 

foreign Sourced income. A tax Sparing clauSe iS included in the 

1/ 
The previous incentive law provided for a tax credit 

equivalent to 5 (10) percent of net value earned of non-pioneer 
(pioneer) enterprises and 10 percent of net local content of the 
exports of registered enterprises. While BOI-regibtered export 
producers were exempted from the payment of taxeS and duties on 
capital equipment, non-exporting BOI-regiStered firmS were 
granted a deferral on payments of theSe taxeS and duties. 
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treaties with Singapore, Malaysia, Thailand, Indonesia, Pakistan, 
2/ 

Brazil, Denmark, Norway and Italy (Table 28). 

3. Medium-Term ProSpectS and Other Salient ISSueS Affecting 
ASEAN—US Economic Relations: The Philippine Perspective 

ThiS Section provides Some projections on the medium-term 

proSpectS of the Philippine economy, US protectionism, possible 

outcome of the Uruguay Round and the ASEAN-economic cooperation. 

This Section alSo attempts to diScuSS other Salient^ iSSueS which 

aire within the interests of ASEAN-US economic relations, 

particularly the Generalized System of Preference (GSP), 

intellectual property rights (IPR) and Some ibSueS in 

agriculture. 

3.1 outlook for the Philippine Economy 

AS enunciated in the Medium-Term Philippine Development Plan 

1987-1992, the groSS national product (GNP) iS expected (and 

targetted) to grow by an annual average of 6.5 percent. (See 

Table 29). Such a growth target iS not excessively high. It 

would bring back by 1991, which waS Set back by 10 yearS in 1985 

after the economic downswing in 1984 and 1985, the real per 

capita income to the 1981 level, the highest attained. With the 

Structural reform and greater political Stability, thib target iS 

deemed reasonably within expectations. 

2/ 
Tax Sparing agreements allow the foreign investor to 

credit income taxeS not paid to the host country because of the 
tax holiday againbt income taxeb due in the home countries. 
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Thib growth target ib premised on expected development in 

both external and internal environment. On the external factorb, 

growth ib expected to be Supported by a favorable world economic 

environment characterized by relatively btable oil priceb and 

real interebt rateb and moderate world inflation. The U.S. ib 

expected t6 grow by around 3 percent. 

In the medium term, government policieb would follow an 

employment-oriented, rural-babed development btrat^gy. Along 

thib line, btructural reformb have been bet forth. The ebbential 

elements of thebe reformb could be bummmarized ab follows. 

Fibcal reformb are aimed at more progrebbive taxation and more 

local autonomy. In the monetary policy area, modebt growth in 

domebtic liquidity at around 15 percent will be maintained and 

policy reformb which are intended to reduce intermediation cobt 

(which could entail bome financial liberalization) are being 

implemented. Trade reformb have been launched and more 

reformb being reviewed towardb further trade liberalization. A 

more flexible exchange rate policy will be followed. Stepb 

towardb greater decentralization and privatization have been 

bignificant and will be purbued more vigoroubly in the future. 

There hab been the legiblation on land reform whobe 

implementation could labt longer than the medium-term. 

The problemb for the Philippineb are far from over. It btill 

hab to contend with a huge external debt and a heavy debt bervice 

burden. The abbumptionb underlying the targetted growth rate are 

that the growth of the outbtading external debt would be limited 

to 4 percent annually and that the debt bervice burden ab a 
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percentage of current account receipts would average around 27.5 

percent during the Plan period. 

In termk of growth distribution, not much change in the 

production Structure iS expected. Industry would account for 

around 34.7 percent of GDP, with the manufacturing and 

construction SectorS Share expected to increase Slightly from 

24.2 and 4.1 percent in 1987 to 25.9 and 6.7 percent by 1992 

respectively. (See Table 30). 

The combination of rural-baSed development Strategy, trade 

liberalization and perhaps more importantly greater exchange rate 

flexibility would have a direct bearing on the trade performance 

and Structure. New export products would poSSibly emerge and 

existing, though Still Small, exports would expand in the labor-

uSing light manufacturing industries. 

On the aggregate, both exports and imports are expected to 

riSe. Total exports are expected to increase by around 9 percent 

during the period. With merchandise export growing faSter at 

10.1 percent than non-merchandiSe export at 5.8 percent. (See 

TableS 31 and 32). 

3.2 OS Protectionism 

United StateS' tariffs are generally low with reSpect to 

products imported from the Philippines. USing 1985 value of 

exports and 1986 applicable tariff data, around two-thirdS of 

Philippine exports entered the U.S. market duty-free — made up 

of around 48 percent MFN zero duty and 18 percent GSP zero duty. 
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In termS of number of tariff lineS, 228 itemS are under GSP zero 

duty, 112 itemS under MFN zero duty and 572 itemS are dutiable. 

Out of the dutiable itemS, 161 lineS have rateS below 15 percent, 

241 have rateS 14 percent and above and 170 lineS have Specific 

rateS. Furthermore, 109 itemS out of the 241 lineS with rateS 15 

percent and above, and 75 out of 170 lineS with Specific rateS 

fall under garments. (See Table 33). 

Table 34 giveS a weighted tariff average by CCCN category 

for the U.S., Japan and the EEC (weights uSed are country imports 

from the Philippines). Only textile and textile products 

(including garments) and footwear Stand out with the higher 

average tariffs of 12 to 18 percent respectively. For the reSt, 

moSt tariff duties are below 5 percent. 

Table 35 summarizes the non-tariff meaSureS (NTMS) imposed 

by the United StateS on Philippine exports baSed on an UNCTAD 

inventory in 1985. Around 48 percent of Philippine exports are 

found to be affected by NTMS. Indices Such aS the import 

coverage index, of courSe, have limitations. For example, it 

aSSumeS that all formS of NTMS have uniform reStrictiveneSS, 

i.e., they are equally binding. MoSt of the NTMS uSed by the 

U.S. are in the form of health and Sanitary regulations and 

Consular and CuStomS formalities — non-tariff meaSureS which 

have a different nature and different "force" of restriction 

compared with others (e.g., quotaS). Only around 21 percent are 

Subject to quantitative restrictions like global or bilateral 
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quota. Furthermore, this figure (21 percent) iS composed mainly 

of Sugar, garments and textiles, and footwear. 

In general, then, the United States market appears 

relatively free and open. The main problem for the Philippines 
/ 

in the U.S. market iS the threat of protectionist legislation. 

There iS an increasing protectionist tendency in the U.S. 

congreSS. In the recent yearS, a number of billS have been 

paSSed in CongreSS which were intended to curb foreign 

competition. Examples of theSe which would have affected the 

Philippines were two bills increasing tariffs on canned tuna in 

oil and the Jenkin'S Bill on textiles. Although they were 

eventually vetoed by President Reagan, SignalS have been Sent and 

the threat iS perceived even over other exports to the United 

StateS. 

The Philippines haS not been very much affected by U.S. 

anti-dumping (AD) or countervailing (CVD) duties compared to Say, 

Thailand and Singapore. There waS a celebrated caSe againSt 

canned tuna exports which waS eventually lifted. It haS been 

worried, however, by Some other developments like the proposed 

labeling requirements and the U.S. Soya bean advertisements which 

were to the detriment of Philippine Coconut Oil exports. There 

have been complaints from processed food exporters about unfair 

treatment by the United StateS with regards to "Sugar content" of 

food SeaSoning and ethnic food mixeS. Exports of theSe products 

were Subjected to import quota becauSe they had more than 10 

percent Sugar content although theSe could not really be 

considered "Sweeteners." 
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On the whole, then, it ib the ever-preSent threat that new 

formS of protectionism would be imposed that creates uncertainty 

and poSeS the greater trade barriers. ThiS protectionist 

tendency iS likely to remain in the future, even if the 

Republican Candidate iS projected to win the coming elections. 

ThiS attaches a Special importance to the creation of an ASEAN-US 

economic cooperation. Although the Philippines would welcome an 

increase in quotas and/or tariff concessions for meaningful 

garment itemS, it iS generally perceived by trade officials and 

exporters that one of the moSt important element of cooperation 

iS a U.S. commitment not to impoSe new trade barriers. 

3.3 The Uruguay Round of the GATT 

The Uruguay Round Multilateral Trade Negotiations (MTN) iS 

basically a reSponSe to a conceivable degeneration of the GATT 

aS a multilateral framework governing world trade. Trade 

barriers outside GATT ambit appear to be escalating. TheSe 

include, for example, the MFA in textile, the orderly marketing 

arrangement (OMA), voluntary export restraint (VER), 

countervailing and anti-dumping duties, etc. The Uruguay Round 

iS not expected to achieve a monumental SucceSS in transforming 

GATT into an ideal framework for enforcing discipline in world 

trade. Still, all member countries are aware of the possible 

deleterious conSequenceS of a GATT breakdown. The Uruguay Round 

iS essentially a reconfirmation by member countries of their 

commitment to non-diScriminatory trade. ThuS, although the 

Uruguay Round iS not expected to dramatically mend GATT'S 
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weaknebfeeb, it iS nonetheless considered to be a firSt and 

neceSSary Step towards preventing the breakdown of GATT. It 

could at leaSt put on hold further eroSion of the multilateral 

framework of disciplinary world trade before a more final 

Solution could be found. 

GATT, or a multilateral framework feuch aS GATT, remains to 

be the Superior and moSt efficient vehicle for promoting and 

disciplining world trade. Bilateral agreements, in a SenSe, 

undermine the GATT mechaniSm. Bilateralism promotes trade 

diversion rather than expansion. Still, it could become a 

Second-beSt Solution if the great majority of countries engage in 

it. ThuS, an ASEAN-US economic cooperation could Serve aS a 

hedge against GATT degeneration. On the other hand, if the 

Uruguay Round SucceedS in putting discipline to world trade, an 

ASEAN-US economic cooperation Should consider eventually 

multilateralizing the relevant agreements made within itS 

bilateral framework. 

3.4 ASEAN Economic Cooperation 

It iS in the interest of all ASEAN member countries to 

advance efforts towards more meaningful economic cooperation. 

ASEAN-US economic relations will be that much more effective. 

For her part, the Philippines could offer to accelerate its 

liberalization and further tariff reform program for ASEAN. This 

move would benefit not juSt the ASEAN trading partner but the 

Philippines, aS well. The country could learn from the 

experience of thiS limited liberalization with ASEAN, and Start 
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and smoothen some of its structural adjustment to finally 

implementing trade reform across the board. 

With regards to intra-ASEAN investments/ the policy 

environment in the Philippines is a conclusive one. Tne tax 

treaties between the Philippines, on one hand, and Singapore, 

Malaysia, Thailand and Indonesia all contain a tax sparing 

provision. In addition to this, work on various schemes to 

promote ASEAN economic cooperation in the area of investments 

like the ASEAN industrial projects, ASEAN industrial 

complimentation and ASEAN industrial joint ventures have been 

going on in the last decade. To date, however, tne empirical 

evidence suggest that except for a surge in other ASEAN 

countries' investments in tne Philippines in 1984 the role of 

intra ASEAN FDI in the Philippines has Deen rather small. 

Suriyamongkol (198 7) attributed this development to unresolved 

conflicts in the national interests of the countries concerned. 

It will be mutually beneficial to the ASEAN countries if 

they will undertake cooperative efforts towards tne harmonization 

of their investment incentives. This is not a new idea. It is 

disheartening to note though that no initiative in this direction 

have been made so far. 

3.5 Other Salient Issues 

3.5.1 Generalized System of Preferences (GSP) 

With regards to the Philippine experience with GSP, data 

show that the country has not taken advantage of this mechanism 
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aS much aS other countries. The Share of the Philippines in 

total global preferential imports waS only around 2.4 percent in 

1983 although its Share in the U.S. iS much larger at around 20 

percent. 

Although there SeemS to be Scope for its greater 

utilization, GSP doeS not belong in the high priority for the 

Philippines* trade negotiators. ThiS Stance could be defensible. 

The GSP (aS well aS other S and D treatment) iS basically an 

adjustment meaSure which could give Some leverage to developing 

countries in competing with other more experienced and powerful 

traders. it iS, however, temporary in nature and, if depended 

on, could even run counter to longer-run targets of the country 

(in terms of the longer-run economic Structure it enviSionS). 

3.5.2 Intellectual Property Rights 

The iSSue of intellectual property rights iS another 

important concern for the United states in itS relations with 

other countries. Like ServiceS, the U.S. puShed for its 

inclusion in the Uruguay Round of MTN. 

To be Sure, there are opposing argument regarding the role 

of intellectual property rights in technological development. 

The economic rationale for patents iS well-underStood — that 

although inventions become "free goodS" once created, to produce 

it could be expensive. ThuS, granting the inventor temporary 

monopoly, although Sub-optimal in the Short run, would beStow the 

neceSSary incentives for the production of inventions. In 
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effect, Short-run coStS are being balanced againSt the larger 

dynamic and long-run benefits that would ariSe from future 

inventions. But even thiS iS being questioned aS being 

applicable only in a cloSed theoretical model. The distribution 

of benefits would be lopsided in favor of the already wealthy 

industrialized countries. Hence, even on economic grounds, the 

iSSue whether there Should be global protection or intellectual 

property rights or not haS not been Settled. Indeed, from the 

point of view of developing countries, the biaS, even on economic 

grounds, weighs more heavily againSt global property rights. 

Still, on the whole, few, perhapS none, would openly renounce 

reSpect for property rights. For her part, the Philippines iS 

already a Signatory to both the Paris Convention (industrial 

property) and the Berne Convention (copyright). 

3.5.3 ISfeueb in Agriculture 

The U.S. Agricultural Adjustment Act which waS paSSed in 

1933 poSeS the main barrier to U.S. imports of agricultural 

commodities. Under this Act, restrictions can be impoSed on 

import!? of agricultural commodities covered by any program of the 

U.S. Department of Agriculture. To date, restrictions effected 

under thiS act continue to be in force againSt Sugar and SyrupS, 

peanuts and Some cotton products among others. 

4. Conclusion, implications on the ASEAN-US Economic Relations 
and PoSSible Recommendations: the Philippine Perspective 

ThiS Section provides the conclusion and analyzes the 

implications of the findings on the ASEAN-US economic relations 
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from the perspective of the Philippines. It attempts to derive 

possible recommendations on the elements of an ASEAN-US economic 

cooperation, again from the Philippine perspective. 

4.1 Trade in Goods 

Looking at the possibilities for exchange of concessions 

between the Philippines and the United StateS, the Philippines 

SeemS to have more to offer. For the paSt four yearS, the 

Philippines haS had a favorable merchandise trade balance with 

the United StateS. The United StateS already takeS up a good 

Share of Philippine trade. And with the exclusion of garments 

and textiles, Sugar and footwear, the U.S. market iS relatively 

free and open. AlSo, the Philippines haS juSt recently 

liberalized a number of itemS. ThuS, it iS understandable for 

Philippine government trade officials to view the Philippines aS 

moSt poSSibly holding the losing end of a two-way bilateral 

agreement. 

In the SenSe of getting concessions in exchange for 

concessions, this iS probably true. The Philippines would 

probably gain more from the outcome of a RP-US rather than an 

ASEAN-US agreement, considering the Special tieS between the two 

countries and the US pronouncements of wanting to aSSiSt the new 

government (e.g., through unilateral trade concessions). This 

haS, to a certain extent, happened aS part of the outcome of the 

RP-US military taSeS agreement. The Philippines appears at the 

preSent time to have available channels for a more favorable 

bilateral agreement with the United StateS. 
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ThiS iS, however, a myopic view of possible benefits from an 

ASEAN-US agreement. In the firSt place, trade liberalization, 

though Some domestic SectorS would disagree, would, in itSelf, be 

beneficial for the country in the long-run. Furthermore, we have 

already embarked on unilateral trade liberalization and future 

planS, though temporarily Shelved, are in the offing. The gainS 

from a bilateral trade liberalization would be even greater. In 

other words the Philippines' planS for opening markets tie in 

very neatly with an ASEAN-US economic cooperation. In the Second 

place, to Some So-called "nationalists", aligning with ASEAN 

rather than contracting an agreement with the US, by itbelf, may 

probably be more acceptable. Hence, politically, an ASEAN-US 

agreement may be more palatable. Thirdly, an umbrella type of 

ASEAN-US agreement iS not neceSSarily contradictory to Philippine 

objectives in the context of an RP-US agreement. And finally, 

the Philippines doeS not trade with the United StateS alone, and 

ASEAN aS a group iS not limited to contract agreement with only 

the United StateS. Other agreements leading to ASEAN economic 

cooperation with other countries, particularly the EEC and 

Japan, where the Philippines could derive more benefits, are 

likely to follow. ASEAN, to be moSt effective Should be unified. 

Although the U.S. market already SeemS open and free, there 

Still remain Significant Scope for concessions the U.S. could 

grant that would benefit the Philippines considerably. TheSe are 

in the areaS of garments and processed food products with over 10 

percent Sugar content. Garments export iS Still an expanding 

Sector in the Philippines. It iS Subject to generally higher 
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tariffs aS well ate import quotas in the U.S. The Philippines 

would welcome increafeeS in quotas and/or tariff concessions for 

meaningful garment itemS. Very much affected by import quotas 

for products with over 10 percent Sugar content are Philippine 

food products, especially food seasoning and ethnic food mixeS. 

There are new high-growth SectorS exporting a large part of its 

output to the U.S. 

Going back to Table 33, the Department of Trade and Industry 

(DTI) listed 572 dutiable itemb, out of which 241 tariff lineS 

are Subject to 15 percent and above. Some 109 out of theSe 

tariff lineS have consistent Philippine exports for the laSt 5 

yearS and 132 tariff lineS are considered by DTI to be potential 

Philippine exports. TheSe tariff lineS would become even more 

meaningful in the light of the recent trade reforms which reduce 

the biaS againSt exports and could open up opportunities for 

exporting products previously unheard of. TheSe are again 

possible areas for U.S. concessions. 

ASide from market acceSS and tariff concessions, an 

important element which Should be included, aS suggested in 

earlier diScuSSionS, iS a U.S. commitment to a standstill on all 

formS of NTMS. ThiS includes, in particular, the newer formb of 

protectionism, e.g., AD and CVD. Concessions, uSing infant 

industry arguments, to allow export incentives (which could be 

time-bound) for non-traditional exports without threats of CVD or 

AD Should be Sought. 
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In exchange, the Philippines could claim credits for the 

paSt unilateral trade liberalization. The Philippines haS 

undertaken trade reforms which included the 1981 to 1985 Tariff 

Reform Program and the liberalization of imports for over 2000 

itemS from 1981 to 1988 unilaterally. The trade reforms were 

perhaps, in a SenSe, untimely aS theSe could have been uSed more 

effectively in the negotiations if the Philippines were Still to 

embark on them in the future. Furthermore, binding of tariffs iS 

equally, if not more So, an attractive concession to offer and 

remains to be a very important bargaining chip. Moreover, the 

Philippine tariff Structure Still could not be considered minimal 

and many more important itemS are Still regulated. 

ThiS aSSumeS that there would be reciprocity in concessions. 

Invoking S and D treatment or GSP could benefit Philippine trade. 

But theSe benefits are mainly in the Short-run. The country 

could and Should accept reciprocity which iS consistent with the 

Structural reforms that it iS now undertaking. Along theSe lineS 
a

 phaSed reciprocity SeemS to really be ideal, aS this would 

consider the developmental Stage of the Philippines and provide 

the neceSSary adjustment period. 

It iS difficult to quantify the impact of granting and 

receiving market acceSS. It iS generally accepted that there are 

gains from trade aS well aS Some accompanying adjustment coSt in 

trade liberalization. There are paSt studies (especially by 

Power and BautiSta in 1979) which have consistently Shown and 

pointed out coStS of protection - the SeriouS distortions 

(especially on the real price of foreign exchange) bad Side 
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effects (biaSeS againSt exports and forward linkages) and 

ultimately grave miSallocation of resources. The over-all gainS 

arising mainly from a more efficient allocation of resources 

provided the main rationale for the Philippine trade reforms. 

The Same benefits would accrue (and even more So Since 

liberalization* would now be reciprocated). 

For the Philippines, the proceSS of reforms haS not been 

completed. Some wavering in purpoSe could be discerned from 

recent developments. An argument that iS often raiSed againSt 

import liberalization iS the protectionism in the WeSt. With 

promise of a quid-pro-quo in the international arena, Some 

Strengthening of commitment to the liberalization efforts could 

ariSe. That iS, an ASEAN-US economic cooperation could perhaps 

help the Philippines in pursuing further the reforms it had 

Started. 

Finally, the exchange of concessions in the area of trade in 

goods need not be constrained within that area alone. If 

exchanges in the area of goods are deemed lopsided, concessions 

in goods trade could poSSibly be made in exchange for concessions 

in the area of ServiceS, technology and/or investment, or vice 

verSa, to even up the exchange. 

4.2 Trade in ServiceS 

Although very few countries ever really practice free trade, 

there iS general acceptance, at least in principle, that fewer 

barriers to trade in goods and commodities" acroSS countries would 

be beneficial to all. 
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When it comeS to trade in Serviced, however, nothing ne,ar 

Such an agreement exists. There are grave apprehenSionS, valid 

or not, about opening up trade in Serviced, especially among leSS 

developed countries (LDCS). TheSe are related basically to the 

following concerns: 

1. effect on development, 

2. caSe of infant industry, and 

3. national Security and Sovereignty. 

The firSt two are primarily concerns of the LDCS, The 

diScuSSion below hence take the LDC aS the point of reference. 

Especially among LDCS, there iS general apprehension that 

opening up trade in ServiceS would be detrimental to economic 

development. ThiS StemS from a common perception that 

comparative advantage lieS mainly with the developed countries. 

AS Such, liberalizing trade in ServiceS would greatly injure the 

domestic Service industries which comprise a large part of the 

economy and consequently adversely affect economic development in 

general. The LDCS are fated to forever be importers of high-

technology ServiceS and SourceS of cheap labor. ThiS iS directly 

parallel to protectionist arguments in the caSe of the goodS 

trade about.import liberalization causing SeriouS injury to, if 

not wiping out, the domestic industrial Sector. The Third World 

iS doomed to be "hewerS of wood and carriers of water." 

The Second concern iS alSo related to Such perception of 

general comparative disadvantage in ServiceS. It iS argued that 

protection iS neceSSary to nurture the infant Service Sector and 
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Shield it from "unfair" foreign competition. Again, thiS iS the 

Same aS the familiar infant industry argument for protection in 

the caSe of goodS and commodities. 

The third concern, which alSo applies to certain goodS 

SectorS (e.g., armS and exploSiveS) iS particularly pertinent to 

the Service Sector — moSt especially the banking Sector. The 

nature of trade in ServiceS iS Such that, unlike the goodS trade, 

it could alSo, and often doeS, entail, not juSt a flow of output, 

but more importantly a movement of factors of production 

themSelveS. Labor, for example, could be directly exported or 

imported. So iS capital, physical and financial, in many caSeS 

(e.g., transportation, Shipping, banking). Opening up the 

Service Sector thuS involves more than allowing port entry. In 

the caSe of the banking Sector, for example, liberalization would 

imply Some loSS of control in money Supply. In general, opening 

up the financial Sector iS Seen to make it vulnerable to external 

manipulations. 

ThuS, all three concerns are echoes, perhaps louder refrains 

owing to the different nature of ServiceS trade, of old 

protectionist arguments againSt import liberalization. There iS 

validity in certain aspects of theSe concerns, but aS in the caSe 

of the goodS trade, the theory of comparative advantage holds. 

Although there iS no doubt that liberalization would be 

accompanied by Short-run adjustment coStS, dynamic gainS from 

liberalized trade are alteo undeniable. 
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Still, theory and practice need not perfectly coincide. 

There are practical, political and other factor^ involved. 

Given the nature of ServiceS regulations and the trade patterns 

in ServiceS for the Philippines, what type of cooperation with 

the United StateS could be developed? Given the large Share 

of interest expenSe and the apparently highly concentrated 

Philippine Service trade with the United StateS, what are the 

possible implications for ASEAN-US economic relations? 

Like other LDCS, the Philippines iS prepared to include 

ServiceS in the GATT negotiations at Punta del ESte. However, 

alSo like the others, it iS not prepared to liberalize ServiceS 

trade, even in the medium-run. Many in government aS well aS 

private Sector feel that the Philippines Should Seek Special and 

differential treatment for ServiceS on infant industry grounds. 

National Security and Sovereignty concerns alSo inhibit LDCS 

including the Philippines from opening up ServiceS trade. In the 

area of banking, for example, most LDCS would find it difficult 

to even Slightly relinquish control in money Supply which could 

ariSe. 

With regards to entry of foreign investment in ServiceS, 

foreign equity ruleS are more or leSS Set. ThuS, except perhaps 

for Specific regulations in Specific Service SectorS (e.g., flag 

carrier requirement, film import regulations), there SeemS to be 

little room for reciprocal opening of markets in the area of 

Serv iceS. There iS not enough data to evaluate the over—all 

impacts of liberalization in particular Service SectorS to 
* 

determine in what Specific areaS cooperation iS feasible and 
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mutually beneficial. What available data do SuggeSt iS that 

comparative advantage in the Service Sector iS not a monopoly of 

industrialized countries. Construction activity iS one example. 

Still the nature of ServiceS complicates the analysis Such that 

even Some blanket prescription of freer trade iS no longer aS 

automatic aS in the caSe of the goodS Sector. Shipping iS 

perhaps one of the possible candidates for liberalization 

considering its Strong forward linkages. Another iS 

telecommunications (although the iSSue of national Security could 

have more bearing). Foreign competition would lead to a more 

efficient domestic Service industry and lower coStS to uSerS. 

RepercuSSionS throughout the economy could be tremendous. 

The theory of comparative advantage Should hold especially 

in the long-run. Still granted that already a large part of 

Philippine ServiceS trade iS concentrated with the United StateS, 

the conclusion iS not aS definite aS in the caSe of goods trade, 

in the Short or even medium-run. Furthermore, the Philippines 

Share in the United StateS market iS really quite Small, which iS 

perhaps why the United StateS haS not really made Strong demands 

in this area from the Philippines. There SeemS to be no urgency 

towards removal of barriers. ThiS could work well with the 

Philippines. There iS no doubt that in the very long-run, 

liberalization even in ServiceS would be beneficial. There SeemS 

to be plenty of time for the economy to adjust to Such likely 

future directions in ServiceS trade. ThiS of courSe, implies 

foresight, if not long-run planning, on the part of the 

Philippines for Such eventuality. 
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4.3 Toreign Direct Investment 

4.3.1 The Competitive Bidding for Foreign Investments Via 
Tax Incentives 

The validity of the apparent concern for granting 

incentives that are competitive with thoSe offered by other 

countries in the region hingeS on whether or not investment 

incentives are an important factor in the deciSion-to-inveSt 

matrix. The evidence on thiS question iS, at beSt, mixed. Allen 

(1973) and LindSey (1981) made uSe of the Survey approach to 
3/ 

Study the determinants of foreign investment. Both StudieS 

indicate that foreign investors deem that government inducements 

are not important. Political and economic Stability, Size and 

growth potential of the market, availability of raw materials, 

etc,, were cited by the foreign investors interviewed afe being 

major considerations in their investment decisions. On the other 

hand, Subido (1974), employing regression analysis, afeSerted that 

the rate of return iS the primary determinant of foreign direct 

investment. Following thiS, one can argue that investment 

incentives may play a Significant role in the foreigners' 

investment function to the extent that they enhance the rate of 

return of particular projects. Furthermore, there iS empirical 

evidence that historically more than half of foreign equity flowS 

to the Philippines haS been in areaS that enable investors to 

avail themSelveS of tax incentives. ThiS, again, bolSterS the 

3/ 
Allen focuSed on the Southeast Abian region while LindSey 

concentrated on the Philippines. 
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pobition that, at the very leaSt, tax concessions do influence 

the composition, if not the level, of foreign equity, 

RegardleSS of the efficacy of fiscal incentives in 

attracting foreign capital, it iS a fact that all countries in 

the ASEAN except Indonesia grant inducements notably in the form 

of tax concessions to foreign investors. ManaSan (1988) examined 

the impact of the investment incentives of ASEAN countries in the 

context of their overall tax SyStemS on the internal rate of 

return of prospective projects and concluded that the ASEAN 

countries are aS competitive with each other before incentives aS 

after incentives. ThiS finding SuggeStS that the widespread 

practice in theSe countries to uSe investment incentives aS a 

bidding instrument to attract more FDI may be Self-defeating. 

ThiS implies that theSe countries are throwing away precious 

government revenues in exchange for an edge that iS largely 

illuSory. ASEAN economic cooperation in the area of investment 

incentives harmonization iS, therefore, indicated. 

4.3.2 Tax Sparing Agreements and Income Tax Holiday 

Another area that Should be reviewed iS the interaction of 

the tax SyStemS of capital exporting countries with the tax 

concessions provided by the recipient countries in the light of 

the existence of double taxation treaties between them. MoSt 

home countries tax their citizens and corporations incorporated 

within their borders on the baSiS of a global income concept. 

Some, like the US, the UK, WeSt Germany, etc., provide for the 

credit of foreign taxeS paid on foreign Sourced income against 
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like domestic taxes while others allow the deduction of foreign 

taxeS in computing net income for domestic tax purpobeS. At the 

Same time, a number of countries have enacted tax treaties on a 

bilateral baSiS with various hoSt countries essentially for the 

purpoSe of eliminating double taxation and defining how tax 

revenues Should be Shared by the home relative to the hoSt 

countries. Specifically, the Philippines iS a party to Such 

treaties with 22 countries. What iS particularly Significant iS 

the absence of a tax Sparing provision in the treaties between 

the Philippines and itS major Source of FDI like the US and 

Japan, coupled with Philippine uSe of the income tax holiday aS 
4/ 

the cornerstone of itS investment incentives Scheme. In thiS 

caSe, while the treaties eliminate double taxation they do not 

prevent the capital exporting country from taxing the income that 

iS Spared from income tax by the Philippines. ThuS, thiS Scheme 

effectively reSultS not in increasing the after tax income of the 

foreign investor but in tranSfering revenues from the Philippine 

Treasury to the foreign Treasury, in particular, US investors 

benefit from the Philippine income tax holiday only to the extent 

that the U.S. tax on their Philippine Sourced income iS deferred 

until Said income iS repatriated. 

ThuS, the agreement between ASEAN and the U.S. Shall Seek 

not only to eliminate double taxation but alSo to include a tax 

Sparing provision. 

4/ 
Note that all countries in the ASEAN except Indonesia and 

Brunei grant income tax holiday of varying durations to new 
investments in promoted activities. 
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4.3.3 Foreign Investments, Technology Transfer and Transfer 
Pricing 

From one point of view, one of the principal benefits from 

foreign investment ariSeS from the role it playS aS a vehicle for 

international transfer of technology. Recent StudieS, however, 

indicate that there are a number of problems looking at foreign 

equity participation aS Such: (1) the cloSe link between the 

mother company baSed on the capital exporting country and the 

subsidiary located at the leSS developed country tendS to 

increase the coSt of the technology import becauSe of the 

possibility of the MNCS charging higher than armS-length priceS; 

(2) the highly packaged nature of the technology transferred via 

foreign direct investment doeS not foSter the development of 

local technological capacity. One approach to the transfer 

pricing problem iS the imposition of a uniform tax on profits, 

intra-firm imports (e.g., equipment), and royalties and 

management feeS (Stewart 1979) . In the Philippines while 

equipment imports and royalties are taxed at 20 percent, profits 

are levied at tax of zero or 35 percent depending on whether or 

not the firm iS entitled to the income tax holiday. In general, 

thiS Situation provides MNCS an incentive to engage in transfer 

price manipulation with the consequent revenue loSS from the 

Philippines. What iS clearly called for iS a review of the 

practice of providing inducements to foreign investors via the 

income tax holiday and the duty exemptions on the capital 

equipment. ThiS iS an area that would require Some cooperation 

on the part of the ASEAN member countries. If Such cooperation 

iS not forthcoming then the Philippines Should review its 
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treaties with other nations and its own tax Structure 

Specifically that part pertaining to the taxation of foreign 

capital and ServiceS. 

4.3.4 Trade Related Investment MeaSureS 

In the literature, there haS been Some concern that export 

performance requirements related to FDI iS trade diStoring. In 

the caSe of the Philippines, however, the more liberal treatment 

extended to FDI in export oriented activities Should not be 
5/ 

viewed aS Such. ThiS iS So because the export Sector remains 

penalized by the over-all protection Structure (i.e., tariff, 

non-tariff and exchange rate policy) despite recent efforts to 

move towards a more liberalized trade regime. ThuS, there 

appears to be a need to counteract theSe biaSeS againSt the 

export Sector. The export performance requirement iS juSt one of 

the tools that may be uSed in thiS regard. However, aS trade 

liberalization progresses, the necessity for implementing theSe 

compensating meaSureS eaSeS up aS well. 

On the other hand, the complete elimination of the general 

40 percent limit on foreign equity participation would require an 

amendment of the Constitution and may not be feasible 

politically. However, all theSe considerations do not preclude 

negotiating for attractive commodity markets in exchange for 

investment areaS. 

" 5/ " •• — 
AS we have already pointed out, foreigners are allowed to 

own up to 100 percent of the equity of an enterprise aS long aS 
it exports at leaSt 70 percent of its production. 



50 

a -i oc r\ o r-3 oo \ > 01 IIH 1/1 O I 3BO U p. 
Ol-^ (_ c w 

u 1/1 I i- u oc o w OKI 1-0. £L ̂  . * ®
 J

/1 QJ Jl \ IH wot; Um 4 a a v c a i u o I ̂  iH Qf .̂i 
<5 E H H 5- 4 r-l CD HI -rt o> > r iH'J i. 0 £ m x u w Q. WW 

lOwuiMnro pi ci h co -hhnohob en in ff) CO ir> —' fo as •Hum
 w 

H iH t-1 i-l i-H |\-

n- to oj n in ih r at£&i in rumTQ Of WTO <M i-l i-l r-1 (SJ i-l (\l 

(T> (ji co in n o cm r*- in 
to N T *« w r ujrffti T T ^^ mm N h H V H H in 

a ̂  mn b" CJTT (M 
•-i (ft QQfO Til (Ti fO (\J « !\J l/l 

ntotn'IH m to H 
T ("1 Q "-< *"< f J i/) 03 Lfl u} (SJ H T-l t-l T 

ci in h ® m <71 oo o> a iBMin̂  (\j(ji ô  r-CO iH CO T T i-l N 
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! ! O ^ D Z m Ll! S h D '.1 E C 0 1 1 OUIlHlItXffwOJ 1 1 U.mUECUCUC£UU k-
1 UJ 1 1 G 1 1 O 1 1 Li 1 Ci 1-i (SI m T liT J) r*- CD u"

1 



52 

i"l 
00 

1 1 If ootn-'a.. rtl/1* v C J G [ - 'L 'i* >±' Li ri r-NWI 7 7 N li (n 0 LI H ('•> ffi 1 • H- «T Ui -111 Hi ri N , UIŴ  Ul U1 7 • • i»1 rl r.J 1 rt 'X i fi « w co 7 /n i'1 7 7 t-l/l i * • 0 • • i 7 3 1 rl 1 i£ 1 1/1 
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|(1 noorio 111 T O 0 UlrlrliHOOOTNHOO filfHOCO W 0 0 rl UI7*OQOOHHNOONWUI 00 OJ 0 « 0 ( Pi rl H 1/) www q I 

00 HOrfOO oo r-Nfl> Ut O 01N K 0 0 |fl n rl IJ)« tf [Q y) f-011- 0 111 OiUinHfflOffUtHOHI/IOiOin •J! Nlttut 0 1 (A ui o ui o o U1MOW H 0 r- 0 rl N 0 Ul rl H « 0 IvOrlTO rl til rl T •B Nut(iJOiO«A-OlilOW®7n
l
fi 0 7WN 0 1 

10 N 0 7 n 0 00 (BOO M 0 0 rl 0 b 0 O O 0 0 0 (OlOOOO HQOO 7 riH|(10"OOAOOOOMTW It rl 0 |H 0 1 n rl rl •i 'iNOJ 0 1 rl ) 

0 i 1/1 0 a 111 i w •r t « Li o 1 1 UJ ii' 1 3 * '* OBI u 0 1-
> 1 i/i 0 3lil 1 4 0 yi 1- « i- l~ I 1. £ n ZH i 0 !/l l' 'I 111 W H P 4 u. i-00 U 0 i'l TI 1_ £ (J1 4 I i. i « 

H 0 1 a l/i 4 l> IX ll. 19 V. 0 4 ill z Ct 1 +•' 0 111 y n £ 3 H am 4 c III 2C 1 Ul TJ HI it w J i? £ r U ^ 19 M H E : 0 so ! 1- ¥ * dl 2. h £S L 'S V. IV ,•£ r. s. co z o 
H U1 1 it •• 3 £ L *> t LI E £ 1 11 rt 4 ̂  £ 'rt ̂ ll a; 1 0 w £ •rt o n q i- t C W 11 I 4 li. £ i. 19 V 1-0 1 li k 0 ii M 0 M i. 111 h 'li i' '+ 3 J I i. H i - L. J 0 X l/lLI I X 0 u w » w \ J+-' ii' a

1

1 u 3 Ti £ x a I 1 1* 
H i- 1 111 0 1- L ij I/I -1 I u a-rt z "I Z-rt 4J £ IS z tt 111 
Q U 1 13 0 U » -1 •p 'I 1. 1' 3 5 3 0 » n i. - 0 3 « 1/ 1? H 'J £ 0 • 0 £ u 1 J n H O H 0 1' 1- 'J i. 41 r j /V i. I£L H H ff "U D U -rt 19 li. V H m 
111 J i ir 5 •HUH 0 * 0 4 Ul E 0 0 I 4 C t- l-U 0 V lfl rl 3 1- L W dill 1 z u. 0 4 IJ o ct iX £ E 0 Z-H 4 it r H O:M»H??£ H I-+I J At 1/1 c 1 0 +J 4 « 3 W li. W o r H tL H H •rt 3 d 0 IJ in i.ffl £ LHE « L * * • L 1-1 i- 111 1 H V- iVt TJ J 3 aa Li. 0 * X C .rt ̂  t « HE I " H 0 I 
rj-A i- 1 i--i 3 U •h In % 1- LOiii li * « vi ti a n * W Urt ii K L £ h U L i : « iA Lk. w n a i'UOG H 1 M z £ 19 it L !' l i. Ul, ton K li I L 1- 1- * * L ix t u o u l-f t •rt 1 4 -rt -rt 4 t h 4 ' L 1- XH i 1-rtO ! 0 n V. 0 1/! L (E+l iD (. ui tfi a 11 a, U Q.TJ 0 t H :tt t u a * i. u r +J-U c i a !.£ u u t lii Ubi A it £ 1 X o a u B a O CH£ a PI lilHli TQ2V z i n ̂ 0i9Oi.ta£uoiA/: Z I«' 1 0 •fl ill M 1 LL oooto 0 01 0 +

1 

0 5 3 H * 4J H 0 0 £ 4-1 0£ H -H ^ V u ii 0 Oh 5 HLO JI 10<LT||I 0 1- L i i V- 0. ! i— 0 jiiDU WOEO U, J J150 ti)5u 0 u . O u . u . 0 OEl-iL z zuioi-u.i-3u.ooiEa.i:o z owa i-



56 

H ri 0 0 l/l ID ntwti oo tflft̂OO NW07 0 ft 
® P07T0 wjiHfiOG lAfflTQH- H.7G7G •iiiKbi •ii 
W li*ftQft iHMt iBfflDilOO flimfton TM/170 HitTT o H 1 1(17 rlrl 01 HHNNiflw ftinm® 1 ft77 ft i mi i i i i i i 

® tooino noiap-o® 7®toio wci*oo aqon 
» ; M l O K H O 0V tff-OUl 6 T N O N N N T O O ftOO® I * I • llll I III! III!! III|t III! 
(A T 0i<filfllA ® SOOO NO®Q® ft«M/10 nTOit 

* * f t ftft ft M N0>®Ulft N » fl 7 7 i i I II! II I « I I II 

U 1 * 7 7 t f O i i t i t i N f t i 0 P - r i g S 

U l i i O f t ® M U 1 7 f t ® 0 i N T f t 0 i NMWrHrtOJI rt f. 
I I I ft I I * 

ft N̂ IAHPMJtttO fflOliT® 
i iiiiiiiii aiiti » (..rtÔiiftftnO 
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TABLE 4b 

PHILIPPINE TRADE WITH REGIONAL BLOC/COUNTRf 
(1987 k 1986) 

F.O.B. VALUE III U.S. DOLLARS 

Regional Bloc/Country Exports 
Value Share t 

Isports 
Value 

: Balance 
Share X : of Trade 

Total 

1987 

A. USA 
987 

JAPAN 
987 

986 

AUSTRALIA 

987 

M ZEALAND 
987 

5720238358 
4841780491 

1976191288 
1651696567 

981492240 
851084105 

1082242893 
913990269 

987 

KOREA, REPUBLIC 
987 
986 

TAIWAN 
987 

OTHER ASEAN CODNTRIBS 

THAILAND 
987 

INDONESIA 

MALAYSIA 
987 

SINGAPORE 

987 

69169508 

11221495 
9981703 

279208811 
222481495 

107797808 
112243328 

144388545 
123666184 

125592878 
67296874 

65424834 
27933437 

118010053 
97058654 

196611256 
157628400 

452272 
577026 

. 1 0 0 
100 

34 .55 
3 4 . 1 1 

17 .16 
17 .58 

1 8 . 9 2 

1 . 5 5 
1 . 4 3 

.20 

. 2 1 

4 , 8 
4 . 6 

1 . 8 8 
2 , 3 2 

2 , 5 2 
2 . 5 5 

2 , 2 0 
1 .39 

1 ,14 
,58 

2 . 0 6 
2 . 0 0 

3 .44 
3 . 2 6 

.01 

.01 

6736968619 
5043597455 

148527^128 
1252816926 

1121166242 
868258316 

781872072 
568682228 

201804206 
145009484 

49150035 
37064199 

312077640 
257929046 

198246626 
170059042 

372430385 
279662720 

46601521 
29017230 

89252583 
128327782 

138829183 
143886279 

232246304 
124394281 

51356828 
13054327 

100 

2 2 . 0 5 
24 ,84 

16 .64 
1 7 , 2 2 

11 ,61 
1 1 . 2 8 

3,0 
2.8 

, 73 
. 73 

4 . 6 3 
5 . 1 1 

2 , 9 4 
3 . 3 7 

5 . 5 3 
5 .54 

.69 

.57 

1 . 3 2 
2 . 5 4 

2.06 
2 . 8 5 

3 . 4 5 
2 . 4 7 

-1016730261 
-201816964 

490915160 
398879641 

-139674002 
-17174211 

300370821 
345308041 

-113014513 
-75839976 

-37928540 
-27082496 

-32868829 
-35447551 

-90448818 
-57815714 

•228041840 
-155996536 

78991357 
38279644 

-23827749 
-100394345 

-20819130 
-46827625 

-35635048 
33234119 

.76 -50904556 

.26 -12477301 







Table 11a 

PERCENTAGE SHARES OF PHILIPPINE EXPORTS, 
BY COUNTRY OF DESTINATION (IN PERCENT) 

Exports to: Resource-Based Manufactured Exports Proportion to Manufactured 
Exports Exports** 

Including Goads on Excluding Goods on 
Consignment Basis* Consignment Basis I II III 

United States 34.64 65.36 32,41 54.89 37,21 7,90 

EC 49.70 50.30 27.23 57.25 32.46 10,28 

Belgium-Lux 49.63 50,37 46.76 45,17 49.80 5,03 

Denmark 58.12 41.88 39,59 97,50 2.15 0.33 

France 55.84 44,36 29.92 73.37 24.70 1.93 

Germany 37.66 62,34 33,96 89.31 9,10 1,58 

Greece 29.15 70,85 22.09 98.16 1.84 

Ireland 20.91 79.09 26.67 84.16 15.30 0.54 

Italy 44.68 55.32 51.74 33.26 17.93 48.81 

Netherlands 66,82 33.18 13.00 32,98 36.99 30.03 

U.K. 40.55 59.45 34,68 41.08 56.75 2.18 

Japan 71,33 28.67 15,61 21.09 13.28 65,63 

ASEAN 7,23 92.77 21.17 10.82 54,18 35.00 

Indonesia 26.78 73,22 45.36 8,86 39.64- 51.49 

Malaysia 3,54 96.46 10,42 13.14 66.03 20.81 

Singapore 16.35 83.65 18.38 19.56 69.26 11.15 

Thailand 9.13 90.87 46,77 13.16 41.38 45.46 

•Special transaction not classified according to kind. 

••Excluding goods on consignment basis, 

Source: UN Trade Statistics, 1983. 



Table 7 
Real Effective Exchange Rate 

(1973-100) 

Real Effective 
Year Exchange Rate Index 

( * ) 

1973 100 
1974 83.69 
1975 92.17 
1976 95.64 
1977 98.04 
1978 105.32 
1979 93.72 
1980 88.10 
1981 85.91 
1982 83.13 
1983 102.36 
1984 100.03 
1985 88.37 
1986 112.03 
1987 111.10 



TABLE 8a 
DISTRIBUTION OF TARIFF LINES BY NOMINAL RATE 

Tariff P.D. 1464 Before TRP as Up to and Including 
Levels Amended by E.O. 521 E.O. 809, 632-A and 

P.D. 1500 and P.D. 1620 As of 1981 1985 

1. Specific 2 2 2 

2. Free 1 3 3 

3. 5% 2 14 14 

4. 10* 319 380 334 

5. 20% 204 282 335 

6. 30% 218 194 284 

7. 40% 5 87 100 

8. 50% 203 151 331 

9. 60% - 59 -

10. 70% 119 139 -

11. 75% - 2 -

12. 80% - 58 -

13. 90% - 29 -

14. 100% 228 2 -

Total tariff lines 1,301 1,403 1,403 

Total tariff levels 10 14 8 

Source: Tariff Commission 



T a b l e 11a 

Average Statutory Tariff Rates* 

I/O Sector industry/Industry Group 1979 J985 

1 - 14 Agriculture, Fishery and Forestry 56.38 33.08 
01-02 Palay 70 50 

03 Corn 70 50 
04 Coconut including copra 85 35 
05 Sugarcane 70 50 
06 Banana 1<*>' .

 5 0 

07 Other crops 27.18 13.05 
08-09 Livestock 53.57 26.47 
10-11 Poultry 74.28 47.78 
12-13 Fishery 93.75 33.08 
14 Forestry 4-6 27.22 

15-21 Mining and Quarrying 16.38 13.09 
15 Copper Mining 10 10 
16 Gold and Silver ore mining 10 10 
17 Chromium ore mining 10 10 
18 Nickel mining 10 1° 
19 Other metal mining 10 10 
20 Salt mining 30 15 
21 Other non-metallic mining/quarrying 18.12 14.7 

22-58 Manufacturing 42.38 28.06 
22-30 Food manufactures 60 33.68 
31 Beverage industries 78.46 50 
32 Tobacco manufactures 65 42.3 
33 Textile manufactures 53.53 35.44 
34 Footwear and wearing apparel 85.62 48.86 
35-36 Wood and cork products 53.42 32.32 
37 Furniture and Fixtures 82 45 
38 Paper and paper products 55.71 30.7 
39 Publishing and printing 56.25 24.16 
40 Leather and leather products 64 30 
41 Rubber and plastic products 37.43 26.35 
42-45 Chemicals and chemical products 23.39 17.53 
46-50 Products of petroleum and coal 20.55 17.5 
51-52 Non-metallic mineral products 47.30 34.54 
53 Basic metal products 21.2 16.13 
54 Metal industries 44.75 35.24 
55 Machinery except electrical 24.32 22.15 
56 Electrical machinery 38.05 27.55 
57 Transport equipment 26 23.66 
58 Miscellaneous manufactures 46.66 30.85 

* 

Simple average of tariff codal lines 

Source: Tariff Corrmission 



Table 9: AVERAGE NOMINAL RATES OF PROTECTION, 1980-85 
BY TYPE OF COMMODITY 

Sectors 1980 1983 1985 

Consumer goods 67.7 42.7 ^38.0 
Intermediate products 33.3 25.4 24.1 
Raw materials 35.6 23.0 21.7 
Capital goods 21.1 19.2 21.2 
Automotive products 35.3 33.6 33.6 
Miscellaneous 42.5 30.0 30.0 
Overall average 43.1 29.9 28.1 
(Standard Deviation) (32.6) (18.5) (15.1) 

Source: SYNTIA Tariff File, World Bank 



TABLE 10a 
FREQUENCY OP RESTRICTIONS: NUMBER OF ITEMS 
REGULATED AND/OR BANKED PER YEAR, BY GROUP 

Group Description Total No. a/ 
of Itens 1977 1978 1979 1980 1981 1982 1983 1984 

001 live anin&ls for food 28 18 9 1 
011-014 aeat & neat preparations 48 44 1 
022-024 dairy products 24 6 18 
025 bird's eggs 11 7 4 
034-037 fish & fish preparations SO 48 1 10 
041-048 cereal & cereal preparations 80 35' 16 
054,056 vegetables 131 91 21 
057,058 fruits I nuts 141 86 52 
061,062 sugar i honey 29 11 14 
071-074 coffee, cocoa, tea t Bate 22 15 1 
075 spices 67 31 
081 feeding stuff for animals 35 20 2 
091,098 niscellaneous edible products 63 34 24 
111 non-alcoholic beverages 12 10 2 
112 alcoholic beverages 35 35 
121,122 tobacco & aanufactures 24 10 9 
212 skins & furskias 3 3 
222,223 soybean I soyabean powder 14 3 
245 fuel mod 5 i 
251 paper waste 20 
263 cotton 5 I 
266-268 synthetic fibers, wool 30 10 1 
269 old textile laterials 6 4 2 
278,289 crude ninerals, scraps of 47 1 1 1 

precious netals 
291 crude anioal aaterials 20 14 
292 crude vegetable aaterial 42 6 12 
322-323 coal, coke t briquattes 11 2 5 
334,341 petroleun products 30 10 3 
411,431 aninal oils i fats 29 1 2 
511-514 organic cheaicals 80 I 1 6 
522-523 inorganic cheaicals 104 3 1 2 
533 pigients, paints, varnish 51 4 1 
541 aedicinal I pharmaceutical 

products 104 27 
553 perfuaery, other toilet 

preparations 15 14 
554 soap, cleansing preparations 12 10 
562 fertilizers 19 19 
572 explosives 12 2 
582-584 artificial resins 1 plastic 128 1 59 

Materials 
591 disinfectants, insecticides 12 7 

& siailar products 
592 starches 4 glues . 27 2 



Group Description Total Ho. a/ 
of Items 1977 1978 1979 1980 1981 1982 1983 1984 

612 leather manufactures 20 2 15 
613 furskin 2 1 
621 rubber hose 18 1 
625 rubber tires, etc. 34 15 6 
628 other articles of rubber 28 5 8 
633-635 cork Ik wood manufactures 63 16 15 
641-642 paper I paperboard 184 55 1 88 17 
651 textile yarn 137 21 55 1 
652 cotton fabrics, Voven 32 19 1 
653 woven fabrics of nann&de 50 24 2 

fibers 
654 woven fabrics of other 33 29 1 

fibers 
655 knitted or crocheted fabrics 9 6 2 
656 lace, ribbons, trimmings 48 35 
657 special textile fabrics 70 5 16 
658 made-up textile articles 33 25 2 6 
659 floor coverings 28 11 
661 cement, fabricated construc-23 13 

tion materials 
662 clays & refractory cons- 13 5 3 

truction materials 
663 mineral manufactures 47 3 1 7 
664 glass 39 4 1 1 9 
665 glassware 27 8 7 
666 pottery 8 8 
667 precious it seai-precious 10 5 4 

stones 
671-679 iron steel 128 128 
681 non-ferous metals 8 1 8 
695 charcoal fed flatiran 33 1 

696 cutlery 33 20 1 
697 household equipment, base 46 19 25 

metal 
699 other manufactures of base 150 17 29 

metal 
713 internal combustion piston 43 10 7 4 

engine 
721 lawn mower 48 1 
724 household sewing machine 42 1 I 
728 machinery & equipment for 49 5 

particular industries 
736,737 metalworking machineries & 32 4 

tools 
741 heating & cooling equipment 58 4 3 2 
745 other non-electrical machinery 49 6 

tools 
751 office machines 37 3 
761 tv receivers 8 4 4 
762 radio broadcast receivers 8 8 
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Group Description Total No. 
of Items 

a/ 
1977 1978 1979 1980 1981 1982 1983 

763 tv image t sound recorders 7 6 
& reproducers 

15 764 telecommunications equipment 53 1 21 15 
771 electric power machineries 23 1 8 

6 772 electric apparatus 34 
8 
6 

773 equipment for distributing 14 1 2 
electricity 

774 electro-medical apparatus 6 
14 

2 
775 household type, electric I 50 28 14 1 

non-electric equipment 
776 picture tubes, valves, 14 1 7 

transistors, etc. 
2 7 778 other electric machinery 90 6 2 7 

& apparatus 
1 781-785 road vehicles & parts 73 59 1 

786 motorcycles 13 1 
793 ships, boats 21 18 
812 sanitary, heating, lightning 30 1 9 

fixtures & fittings 
7 821 furniture & parts 37 22 7 

831 travel goods 14 14 
12 842-848 articles- of apparel & 239 205 12 

clothing accessories 
2 851 footwear 27 25 2 

871-874 professional, scientific 68 6 29 1 
k controlling instruments 

1 883, 884 cinematographic goads 25 7 1 
892 printed matter 43 18 3 
893 articles of artificial 43 10 1 1 1 25 

resin t plastic materials 
13 894 baby carriages, toys, sporting 66 28 13 

895 
gvuua 
office k stationery supplies 60 17 9 

896 work of art, antiques 1 6 
897 jewelry U 10 1 

11 898 musical instruments 39 7 
1 
11 

899 other miscellaneous manu- 96 64 14 
factured articles 

911 postal-packages 1 1 
931A special transactions-exports 18 17 
9MB special transactions- 18 18 

1984 

replacement 
941 animals, live 4 4 
951 fighting vehicles, arms of 19 19 

war, anmunition 

TOTAL 4,626 1,629 32 94 10 3 282 628 

a I 
Includes items restricted from 1970 to 1976. 
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TABLE 10b 
NUMBER OP ITEMS REGULATED AND/OR BANNED B7 YEAR, 

BY COMMODITY TYPE 

Commodity Type TOTALa/ 1977b/ 1978 1979 1980 1981 1982 1983 1984 
No. X No. X No. X No. X No. X No. % No. X No. X 

Capital goods 

Mineral fuels i 
lubricants 

865 149 17.2 24 2.2 - - - - - - 66 7.6 79 9.: 

2,141 489 22.8 2 0.1 80 3.7 3 0.1 3 0.1 215 10.0 269 12.6 - -

41 10 24.4 5 12.2 - - 5 12.2 - - -

1,552 967 62.3 1 0.1 !4 0.9 2 0.1 - 1 0.1 271 17.5 - -

it 
Refers to total possible number of iteas as enumerated in the PSCC Manual. X shown is the share in this total. 

b/ 
Includes items restricted from 1970 to 1976. 



T a b l e 11a 

NUMBER OF ITEMS REGULATED, LIBERALIZED 
AND NEWLY-REGULATED BY YEAR 

1977 TO 1988 

Total Number Newly Liberalized No. of Regulated 
Regulated Regulated Items or Percent 

of total number 
of PSCC lines 

(X) 

1977 1892 47 - 33.5 

1978 1926 34 - 34.2 

1979 2031 104 - 36.0 

1980 2032 1 - 36.0 

1981 1771 2 263 31.4 

1982 1438 277 610 25.5 

1983 1988 598 48 35.3 

1984 1994 6 - 35.4 

1985 1924 - 70 34.1 

1986 973 - 951 17.3 

1987 802 - 171 14.2 

1988 673 - 129 11.9 
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Table lib. Regulated Imports Liberalized from 1986 to 1988 

CB Circular Date No. of Items Items Included 

1096 24 Mar 86 61 wheat & wheat flour, 
soybean & soybean meal, 
feedgrains & feed subs-
titutes, wines & liquors 

1100 30 Apr 86 128 hydrogen peroxide, waste 
paper, raw cotton, iron & 
steel prods., synthetic 
resins, fish & preps., 
fabrics & textiles, 
fibers 

1105 6 Jun 86 429 high tariff items, NEC, 
UC 

1109 18 Jul 86 263 synthetic resins, STPP/ 
TSPP, fish, iron & 
steel prods., high-tariff 
items, NEC items 

1117 30 Sept 86 80 synthetic resins, tires, 
iron & steel prods., 

951 paper &. prods., synthetic 
fibers & yarns, high-
tariff items, vinyl 
asbestos tiles, liquid 
caustic soda, comic mags. 

1128 9 Jan 87
 2

 7 fresh fruits, glassware, 
pottery 

1149 30 Jun 87 12 iron & steel prods., 
synthetic resins, paper, 
cigars & tobacco manu-
factures 

1150 23 Jul 87 21 paper and paperboard, 
glass, iron and steel 
prods. 

1161 31 Oct 87 73 polyester fiber, textile 
yarn & thread, pheno-
plasts in primary forms 

1167 31 Dec 87 58 paper and paper prods., 
glass prods., iron & 
steel prods., food 
preps., tinplates 



T a b l e 11a 

NUNBER OF ITEMS REGULATED, LIBERALIZED 
AND NEWLY-REGULATED BY YEAR 

1977 TO 1988 

Total Nunber Newly Liberalized No. of Regulated 
Regulated Regulated Items or Percent 

of total number 
of PSCC lines 

(*) 

1977 1892 47 - 33.5 

1978 1926 34 - 34.2 

1979 2031 104 - 36.0 

1980 2032 1 - 36.0 

1981 1771 2 263 31.4 

1982 1438 277 610 25.5 

1983 1988 598 48 35.3 

1984 1994 6 - 35.4 

1985 1924 - 70 34.1 

1986 973 - 951 17.3 

1987 802 - 171 14.2 

1988 673 - 129 11.9 



Table 12. Products Under Trade Control 
1988 

PRODUCT GROUP NO. OF E PEMS REGULATING 
AGENCY 

TYPE OF 
REGULATION 

Brand new trucks and engines, special 20 DTI Progran participants allowed 
purpose vehicles 

Progran participants allowed 

Machinery 4 equipment for pulp 4 paper 7 BOI Pulp & paper companies allowed 
industjry 

Glassware, silver, dinnerware 
(participants in Ration'n. Prog.) industjry 

Glassware, silver, dinnerware 8 CB Banned NEC-UC; hotels, etc< allowed 
Cinematographic film 4 other works of art 9 CB Banned NEC-UC; filn prod, allowed 
Gues and amusements 4 CB Banned 
Others (gane cocks, telescopic sights, 9 - CB Banned 
stamps, swords, title certificates, 
advertising natter, tie clips, gun stocks) 

Radio telecommunications equipnent 8 National Telecom, Legitimate users allowed 
Coaaission 

Live aninals for breeding 4 scientific 6 BAI Livestock producers allowed 
purposes 

Phonographs 2 — (An obsolete product) 
Nonaetric aeasuring devices 31 Bureau-of Product Nonliaiting-to check if inporte 

— Standards use the letric systea 

TOTALS 104 

Animal and meat products 31 BAI Meat processors allowed 
Coffee 9 CB Bannned 
Fish and fish preparations 36 BFAR Banned 
Sugar 3 NASUTRA Only the governaent aay iaport 
Fertilizers 19 FPA Accredited importers allowed 
Potatoes, onions, garlic, cabbage 4 CB Banned; BPI allows these for seedling 

purposes 
Cement 4 ceaent products 5 BOI Ration'n Prograa participants allowed 

to iaport raw materials; governaent 
iaport finished product 

Antibiotics 23 DOH Regulation is meant to monitor 1 
grades iaported 

Vessels and appurtenances 14 MARINA Regulation is aeant to aonitor the 
quality of imports 

Radiation-emitting apparatus 21 DOH Legitimate users allowed 
Spare parts, aachinery and equipment for 34 BOI Local industries allowed 
the iron 4 steel, cedent, textile 4 
coconut industries 

Consuaer durables/electric products 33 BOI Program participants allowed 
Raw materials,. parts and coaponents of 

PRP'h 
73 BOI Program participants allowed 

vh a 
Trucks and buses 10 BOI Program participants allowed 
Motorcycles 2 BOI Program participants allowed 



LIST PRODUCT GROUP NO. OF ITEHS REGULATING 
AGENCY 

TYPE OF 
REGULATION 

Car and jeeps 10 DOI Program participants allowed 
Used tires 2 BOX Banned 
Cigarette paper 1 CB Banned NEC-UC 
Newsprint 1 BOI Imports allowed depending on Newsprint 

depending cn PICOP's capability 
to supply 

Spare parts for aotor vehicles 73 BOI Program participants allowed 
Coal and derivatives 5 ERB Imports of grades not locally avail-

able are allowed 
Diesel and gasoline engines 26 BOI Program participants allowed 
Refined petroleua products 15 BRB Imports of grades not locally avail-

able are allowed 
TOTALS 455 

Used tires 6 BOI Banned 
Dangerous drugs ()Ho specific PSCC lines since these DOH Banned 

are under generic names) 
Chemicals for explosives 10 PC-FEU Legitimate users allowed 
Other chemicals (acetic anhydride, sodium 3 DOH Legitimate users allowed 
cyanide, chlorofluorocarb'on) 

Color reproduction machines 3 CB Banned 
Used vessels and warships 28 MARINA Regulation is meant to check quality 

of imported vessels 
Ammunition and firearms 28 PC-FEU Legitimate users 
Animals and animal effects 40 BAI Livestock, meat processors 
Pesticides 7 FPA Legitimate users allowed 
Rice and corn 12 MPA Imported only by the government 

TOTALS 114 
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Table 11a 

GROSS NATIONAL PRODUCT BY INDUSTRIAL ORIGIN 
(in million pesos at constant 1972 prices: 1975, 1980, 1986) 

(Percentage Shares in Parenthesis) 

Industry 1975 1980 1986 

I. AGRICULTURE, FISHERY 
- AND FORESTRY 18218 

II. INDUSTRIAL SECTOR 20710 
1. Mining k Quarrying 1445 
2. Manufacturing 18537 
3. Construction 4101 
4. Electricity, gas and 

water 607 

III. SERVICE SECTOR 27453 
1. Transportation,Storage 

and CoBnunication 3277 
a. Transport & storage 2730 

Land 1113 
Hater 663 
Air, 395 
Storage A services 
incidental to 
transport 559 

b. Communication 547 

2. Trade 8492 

3. Finance A housing 
a. Banks 1519 
b. Non-banks 657 
c. Insurance 731 
d. Real estate 1102 
e. Ownership of dwellings 2555 

4. Services 9120 
a. Government 3963 
b. Private 5157 

(26.58) 23732 (25.62) 27233 (30.57) 

(33.11) 33471 (36.13) 28204 (31.66) 
(2.11) 2236 (2.41) 1558 (1.75) 
(24.13) 23175 (25.02) 21717 (24.38) 
(5.98) 7139 (7.71) 3382 (3.80) 

(0,89) 921 (0.99) 1547 (1.74) 

(40.06) 35503 (38.33) 35333 (39.66) 

(4.78) 4827 (5.21) 5084 (5.71) 
(3.98) 3937 (4.25) 3852 (4.32) 
(1.62) 1957 (2.11) 2235 (2.51) 
(0.97) 853 (0.92) 607 (0.68) 
(0.58) 332 (0.36) 369 (0.41) 

(0.82) 795 (0.86) 641 (0.72) 
(0.80) 890 (0.96) 1232 (1.38) 

(12.39) 12224 (13.20) 14337 (16.09) 

(2.22) 2298 (2.48) 223 (0.25) 
(0.96) 1025 (Ml) 162 (0.18) 
(1.07) 983 (1.06) 886 (0.99) 
(1-61) 792 (0.86) 482 (0.54) 
(3.73) 2023 (2.18) 2309 (2.59) 

(13.31) 11331 (12.23) 11850 (13.30) 
(5.78) 4769 (5.15) 5811 (6.52) 
(7.53) 6562 (7.08) 6039 (fcH) 



Industry 1975 1980 1988 

Educational 595 (0.87) 786 (0.85) 866 (0.97) 
Medical 1 health 735 (1.07) 972 (1.05) 1085 (1.22) 
Business 787 (1.15) 1017 (1.10) 948 (1.06) 
Recreational 441 (0.64) 477 (0.51) 420 (0.47) 
Personal 631 (0.92) 756 (0.82) 599 (0.67) 
Hotels & restaurants 1020 (l.«) 1440 (1.55) 1391 (1,56) 
Others 948 (1.38) 1114 (1.20) 730 (0.82) 

Ket factor income from abroad 169 (0.25) -77 (-0.08) -1676 (-1.88) 

GROSS NATIONAL PRODUCT 68530 100.00 92629 100.00 89094 100.00 
at market prices 

Source: Philippine Statistical Yearbook 1977,1984, 1986 
National Ecanonic Development Authority (NEDA), and additional data from KEDA 
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Table 21 

EMPLOYED PERSONS BY MAJOR INDUSTRY 
(Percentage Share in Parenthesis) 

3rd Quarter 1985 
MAJOR INDUSTRY GROUP Male Feaale Total 

1. AGRICULTURE, FISHERY AND FORESTRY 7233 (57.78) 2465 (33.85) 9698 (48.98) 

2. INDUSTRY 1860 (14.86) 953 (13.09) 2807 (14.18) 
a. Mining and quarrying 120 (0.96) 8 (0.11) 128 (0.65) 
b. Manufacturing 1003 (8.01) 919 (12.62) 1922 (9.71) 
c. Electricity, gas and water 59 (0-47) 14 (0.19) 73 (0.37) 
d. Construction 678 (5.42) 12 (0.16) 684 (3.45) 

3. SERVICES 3427 (27.37) 3866 (53.09) 7292 (36.83) 
a. Wholesale and retail trade 860 ( 6.87) 1751 (24.05) 2611 (13.19) 
b. Transportation, storage A 

931 (4.70) coanunication 889 (M0) 42 (0.58) 931 (4.70) 
c. Financing, insurance, real 

estate, I business services 232 (1.85) 111 (1.52) 342 (1.73) 
d. Coaaunity, social and personal 

services 1446 (11.55) 1962 (26.94) 3408 (17.21) 

4. INDUSTRY NOT ADEQUATELY DEFINED 

TOTAL 12519 (100.00) 7282 (100.00) 19801 (100.00) 

Source: Philippine Statistical Yearbook 1986 
National Econoaic Developaent Authority (NEDA) 



T a b l e 16 
F O R W A R D A N D B A C K W A R D LINKAGE E F F E C T S - 1983 

!i F O R W A R D B A C K W A R D 
C o d e I n p u t / O u t p u t 1983 LINKAGE LINKAGE 

1 Trad'l dom c r o p s 1 .46441 0 .66676 
2 Trad'1 exp c r o p s 1 .50662 0 .63868 
3 Ntrad'l dom c r o p s 0 .98789 0 .54128 
4 Ntrad'l e x p c r o p s 0 .59196 0 .61318 
5 L i v e s t o c k & p o u l t r y 1 .28308 0 .99314 
6 Fishery 0 .71267 0 .68067 
7 F o r e s t r y & logging 1 .16491 0 .62900 
8 M i n i n g 2 .35486 0 .77353 
9 R i c e & corn m i l l i n g 0 .63258 0 .99686 
10 Sugar m i l l i n g & refining 0 .55987 1 .00272 
1 1 Milk & o t h e r dairy p r o d s 0 ̂  70109 1 .23321 
12 C r u d e c o c o , veg./anml o i l s / f a t s 1 .31360 1 .06013 
13 R e f i n e d (ckg) oil & m a r g a r i n e 0 .60846 1 .22569 
14 S l a u g h t ' g & p k g , m e a t & p r o d s 0 ,77117 1 .21984 
15 Flour & o t h e r grain m i l l s 0 .74449 1 .09813 
16 Animal f e e d s 0 .85265 1 .11438 
17 M i s c food m f t s 0 .79089 1 .11064 
18 B e v e r a g e p r o d s 0, .56825 0 .96650 
19 C i g a r & t o b a c c o m f t s 0 .69963 1 .04151 
20 T e x t i l e g o o d s 0, .95295 1 .07474 
21 W e a a r i n g apparel & ftwr 0, .49491 1 .02590 
22 L u m b e r , p l y w o o d & v e n e e r 0, .85867 1 .02196 
23 O t h e r w o o d , cork & cane p r o d s 0, .48712 0 .98025 
24 F u r n i t u r e s & f i x t u r e s 0, .47918 1 .12860 
25 Paper & paper p r o d s 1, .08274 1 .18581 
26 P u b l i s h i n g & p r i n t i n g 0, .55255 1 .11402 
27 Leather & leather prods 0, .55282 1 .22276 
28 R u b b e r & p l a s t i c prods 1. .24935 1 .16238 
29 Drugs & m e d i c i n e s 0 . .62278 1 .13393 
30 Industrial c h e m i c a l s 1. ,54690 1 .11688 
31 Ferti1i zers 0 , ,68904 1 .16437 
32 O t h e r chemical p r o d s 0 . ,82854 1 .10206 
33 P e t r o l e u m p r o d s 2. ,98780 0 .99776 
34 C e m e n t 0 . ,54801 1 .09510 
35 G l a s s / o t h e r metal m i n e prods 0 . ,64061 0 .96515 
36 B a s i c metal p r o d s 2. ,01527 1 .27956 
3 7 F a b r i c a t e d metal prods 0 . ,81278 1 .25295 
38 Mach & e q u i p ' t exc elect'l 0 . ,59352 1, . 12434 
39 Elect'1 m a c h / a p p r a t u s / a p p l n c 0 . ,84158 1, .15380 
40 T r a n s p o r t e q u i p ' t 0 . 68885 1, .15099 
41 M i s c m f t s , n . e . c . scrap 0 . 69807 1, .04433 
42 C o n s t r u c t i on 0 . 54563 0, .96369 
43 Uti1i ties 1*. 36830 1, . 11565 
44 T r a n s / c o m m / s t o r a g e 1. 56675 0, ,92266 
45 Comm'1 t r a d e 3. 23974 0, ,67242 
46 Fin/ins/real e s t 1 . 01 106 0, .63409 
47 G o v ' t s e r v i c e s 0 . 47750 0 , .71220 
48 Priv s e r v i c e s 1 . 25790 0, .87580 

S o u r c e : Taken from Joseph Lim ( 1 9 8 7 ) , original s o u r c e of data -
The I n t e r i n d u s t r y A c c o u n t s of the P h i l i p p i n e s : 1983 
U p d a t e . National E c o n o m i c and D e v e l o p m e n t A u t h o r i t y . 
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Ê A ^^ TCS SO ^^ 
I A I A CVA •«-< 

CO CX> TO « 
U ^ ( M tfva i 

CO Q <TO M «•& TA 
CS O O^ TO TO ( A 

C O C O V 9 
e i c 4 C O 

<L> 
U u 
A e 
< a d 
l-i a > I w ti O i s s 
C O o n 

o t o a 
D O I—1 o 1—4 
* o > 

* 
4 > 

Cx3 
o a 

C O o 
C O 

-1—( 

" O a s - o A 
o « - ) t-i o 

P i <L> 
> <L> -J-S C 3 - C -l-i 

<_> aS c s O O 
M t - o t—t d j c p 
C/3 O o d O J M 
t—« a c O c ; o O 

o 
T 3 e n m - e ? 0 0 
C i £ 2 o k—i u e a 

fid « 5 IS • <-4 « « 9 
u t f l < D J 3 C O M 
* ± 6—t * m » &•*» E - i 
Crt 4-> n S B 

t-M IS® t-i o n <4-t o i frj 
i > d j o w O 

s & fe- > t j >-< a > 
t-i c i o < u Hl^ 

M C D O CU C X , O 

tlO C O 
i= s 

<L> O j 4 



84 

C » P - M 
to 

EG O CO 

MT& P I D ) CO M M 0 3 A> 
CO QD PA TD CO C-— 

I N M 

C 4 

I 

S 

CSJ 
E=» 
-AS 

E-H 
[ f l 

CM 
VA NJ 
I—T 
A ^ ^ 

O 
T 5 

S*S 
O 
OS 
M 
SC 

BE £3 
O O 
5 = • 1—1 

CO 

• P—I 

U> 
T—1 ts 
6-* 1—1 

CLS 

O - H 
OH A-I 

W 

^ ^ »—I CO «VA M » CO 
C— LO M O SO CM C J O C 4 
u t ^ ^ ^ t c o e— c— c** c p c o 
CVJ C** N ^ IRT U^.. TO ( A * * 

=3 
CO 

.—\ 

AS 
PD 
CU 

0 S 



V) z o 

3 
O 
U 
C 

W LLJ 
- I 

3-Z 
M 
A A 

L I M A 
0 ID 
1 01 . 
(E -> W 
I I • 

x <s 111 (P c 
01 « M rt I V W » 
A M 
rt LI 
J K 
V O 

I - U. 

fti 10 IB «M it in IH in at oi o in oi in 
ftl rt (0 r 01 in CD 

P- T T 10 10 10 T NOIIT-HIIIT T ftl T rt in T ID ft ft m ft ft ft ft 
T p-o CM m IC IC StoTointfiin itrnnnitv 
s'ssscn 

oi m c in it in in <M P ^ O anroiinTT 
K « » > • » » 

T in in ̂  T T <s> ftl (P T Mn in i0 
( 1 S O B N N O 

» • » K * FT > 

in w o ® 

<D 
01 

m p o m o p- n t0 h in n in fti a in oi r-CD o n oi > » » » > & » 
& A oi in in IA S 

H in o T m g 
P - O P - O R « « » » • 

FTIRTMMM 

T • « p- r m in p. a in in P-<MP-(0O«T m in 
• o in m <M p. T p- • 

» » * » » » « » fti rt 01 rt in ID N 10 i0 fti o 1010 m o a fti ff ftiWP-ftimmT e 
> » • » rt ftl |0 in ftl m 

T S M I T O H U ) m m oi T pi © 
^ CD 10 rt ft I0 

& & « » • » 

N M ^ T F F L N 
« ( \ I O T O I I -in 10 CD ftl 01 p-
in in 10 

FTI 
a CD in 

•H O 01 01 O (D 01 r er mmoitf O ftl T 10 01 T li-ft * » • • » » in O 01 (M ̂  lA CD IflTOMOO JIO P» CD 01 m m 10 10 ft ft ft ft ft ft ft 
S«il0ftlTTT ftl 10 in 10 P-10 ftj rt rt 

U C C 0 «'H r 
L V « » 
3 « -H I W 1 L 0 
[ L I U 

H 0 0 C « " Q.1- h r £ 0 Q*> Z ZT3+J U 
H E M C C C 
I - ft I. « • H 
M E i/i c c. H4> l m 
D»-rt<t>»04 
U O L V L C F L + J 
C <3 KL O I - M O 

_1 
K 
I -
O 
U 

O 
I -

W 
UJ 
M 
AE 
I -z 
3 
a 
U 

U. 
O 

LI) 
DC 
C X 
W 

W 
O 
(T 

IO o in oi r. 05 T o rm v r m in m o * 
M si uj o in o 

M W O 

SrtWP. T ftl ill p. p. ifop-̂ ui -J 
in P- P- in ( ormfooji Hp.minp-< * * » 
fti ̂  o> o

1

 oi in m p- oi o if a>p-r p - M I 0 O « » » « » > & 

A> in N O ID RT ftimT**® p- oi 
•-I <M RT IN N R 

01 
01 ® 

A A A 
N T R H F T R S O (MTP-rtOrti£ <p m in o o <y m <\j a> • 
m in » m p. p-. -mi0fti(urins> N 

N 
FTFTFTKFTFTFT « rriflwinNo H 

FG O RT A> RT M (M rt rt rt r (\i in in 
WW V 

h oi fti o in o « fcrmoor fti T Mfi O ftl O P-ft * * » » • ft O 01 rt T T 01 T rtp-moin®T T 10 10 ftl ftl ftl rt ft ft ft ft ft ft î  10 u) o m T in p- T i0 in 
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Table 21 
OUTWARD REMITTANCES FOR ROYALTIBSITRADEMARK AND TECHNICAL AND MANAGEMENT FEES 
(Selected years: 1981-1987) 
(In U.S. dollars) 

COUNTRY 1981 Share 1983 Share 1985 Share 1987 Share 

JAPAN: 

Royalties and Trademark 
Technical and Management Fees 

3,505,181.52 
2,598,113.76 

14.89 
6.33 

2,390,743.52 
4,211,224.51 

10.52 
15.49 

1,253,372.55 
458,013.05 

7.81 
5.79 

2,050,574.30 
525,089.40 20.74 

:UNITED STATES: 

:Royalties and Tradeiiark 
:Technical and Management Fees 

15,983,668,95 
27,574,118.27 

67,88 
67.20 

6,187,380.41 
7,219,059,71 

71,26 
63.33 

0,701,252.68 
5,736,650.42 

66.66 
72.56 

4,930,124,00 
1,569,838.18 62,01 

;UNITED KINGDOM: 

:Royalties and Trademark 
technical and Management Fees 

648,262.50 
2,533,685.02 

2.75 
6.17 

230,359.88 
1,852,650,04 

1,01 
6.81 

285,393.92 
766,993.80 

1,78 
9.70 

655,720,86 
20,281,84 0.80 

:HONGKONG: 

;Royalties and Trademark 
:Technical and Management Fees 

296,093,37 
4,080,342.22 

1.26 
9,94 

265,755.32 
1,109,284.50 

1,17 
4.08 

6,544.86 
137,947.23 

0.04 
1.74 

571,133.32 
74,933.62 2.96 

:GERMANY: 

;Royalties and Trademark 
technical and Management Fees 

503,840.38 
205,930,12 

2.14 
0,50 

.97,283,26 
509,426.24 

0,43 
1,87 

331,773.51 
24,484.27 

2.07 
0.31 

607,940.60 
85,595.03 3.38 

: OTHERS: 

:Royalties and Trademark 
:Technical and Management Fees 

2,610,110,61 
9,415,144,36 

1 1 , 0 8 
22,94 

3,545,456,26 
2,289,035,21 

15,61 
8.42 

3,475,354.49 
782,283.07 

21.65 
9.89 255,776,17 10.10 

:T 0 T A L : 
* 

:Royalties and Trademark 
iTechnical and Management Fees 

23,547,157,33 
41,035,572.64 

1 0 0 , 0 0 
1 0 0 . 0 0 

22,716,978.65 
27,190,680.21 

1 0 0 . 0 0 
1 0 0 , D o 

16,053,692,01 
7,906,371,84 

100.00 
100.00 

1,097,179.41 
2,531,514.24 100.00 

! 

* Partial estimate for the year 



T a b l e 11a 
INFLOW OF FOREIGN EQUITY IN THE PHILIPPINES 
1977-1987 

1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 

AVERAGE: 

1977-1983 
1983-1986 

LEVELS GROWTH RATIO TO 
(US $M) RATE GDCF 

(X) (*) 

45.70 0.76 
79.40 73.70 1.14 

103.40 30.20 1.13 
236.40 128.60 2.19 
252.20 6.70 2.14 
255.60 1.30 2.26 
268.00 4.80 2.90 
233.60 -12.80 3.87 
130.60 -44.10 2.84 
78.20 -40.10 1.94 

166.20 -113.10 3.19 

34.30 
-33.70 
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Table 24 
FOREIGN EQUITY INFLOW TO THE PHILIPPINES, 

BY NATIONALITY, 1981-1987 

LEVELS (US $H) % SHARE 

1961 1983 1985 1987 1981 1963 1985 1967 

USA 62.8 182.6 58.0 36.3 24.9 68.1 44.4 21.6 
JAPAN 20.S 5.1 25.8 28.0 11.3 1.9 19.8 17.3 
OTHER ASEAN 7.1 6.1 1.8 1.2 2.8 2.3 1.4 0.7 
OTHERS 153.8 74.2 45.0 100.7 60.9 27.7 34.4 60.4 

TOTAL 252.2 268.0 130.6 180.7 100.0 100.0 100.0 100.0 

Source: Board of Investments 



Table 25 
FOREIGN EQUITY INFLOW FROM THE US TO THE PHILIPPINES 
1978-1987 

1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 

AVERAGE: 

1978-1983 
1983-1986 

LEVELS 
(In US$M) 

38.5 
30.2 
37.7 
62.8 

120.8 
182.6 
102.3 
58.1 
22.5 
36.0 

GROWTH 
RATE 
(X) 

- 2 1 .6 
24.8 
6 6 . 6 
92.3 
51 .1 

-44.0 
-43.2 
-61 .3 
60.0 

36.5 
-50.2 
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T a b l e 27 

INVESTMENT INCENTIVES IN THE PHILIPPINES 

I. Tax Exemptions 

a. Income Tax Exemptions Exemption from 35% income tax 
for 6 years from operation for 
pioneer firms, extendible for 
another hear (but not to exceed 
8 years) in each of the 
following cases: (a) project 
meets prescribed capital-labor 
ratio; (b) utilization of in-
digenous raw materials; (c) net 
foreign exchange earnings of at 
1east US$500,000.00 annua11y 
during the first three years of 
operat i on. For expand i ng 
firms, the exemption shall be 
proportionate to their expan-
sions for a period of 3 years 
from corrmercial operations. 

For new and expanding 
registered enterprises 10096 
exemption from taxes and duties 
on imported capital acquired 
before August 12, 1992. 

b. Tax and Duty on Imported 
Capital Equipment 

c. Tax and Duty on Imported 
Spare Parts 

10095 exemption from taxes and 
duties provided that 709s of 
production is exported, such 
spare parts are not locally 
available at reasonable prices, 
sufficient quantity and 
comparable quality that all 
importations of spare parts 
shall be transferred only to 
the firm's bonded warehouse. 

d. Tax on Imported Materials 10096 exemption from taxes and 
duties for firms located in 
export processing zones and 
firms operating bonded 
manufacturing waterhouses. 
100% exemption from breeding 
stock and genetic materials 
imported within 10 years from 
the date of registration or 
coftmercial operation. 



II. Tax Deductions 

a. Investment Allowance 

b. Labor Expenses 

III. Tax Credits 

a. Taxes and Duties on Raw 
Materials 

b. Purchase of Domestic 
Capital Equipment & 
Accompanying spare 
parts 

c. Access to bonded manufac-
tur i ng/tradIng warehouse 
system 

100% of the cost of major 
structure undertaken in areas 
designated as necessary for 
industry dispersal or areas 
deficient in infrastructure 
(for less developed areas). 

5055 of the incremental labor 
expense of a registered 
enterprise for the first 5 
years from registration 
provided it meets tje 
prescribed ratio of capital 
assets to annual labor; 100% of 
the incremental labor if 
located outside Metro Manila. 

Equivalent to the National 
Internal Revenue taxes and 
customs duties paid on the 
supplies, raw materials and 
semi-manufactured product used 
in the manufacture, processing 
or production of export 
products and forming part 
thereof; exported directly or 
indirectly by the registered 
enterprise. 

For purchase of domestic 
Capital equipment made before 
8-12-92 tax credit equivalent 
to 100% of the value of taxes 
and duties that would have been 
waived on the machinery and 
spare parts had these been 
imported. Provided, (1) that 
the said equipment, machnery, 
and spare parts ar reasonably 
needed and used exclusively by 
the registered enterprise 
unless otherwise exempted by 
the Board; and (2) that the 
approval of the Board was 
obtained. 

Registered export oriented 
enterprises shall have access 
to the utilization of the 
bonded warehousing system in 
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all areas required by 
project subject to sucn 
guidelines as may be issued by 
the board upon prior 
consultation with the Bureau 
of Customs. 

d. Simplification of 
Customs Procedures 

Customs procedures for the 
importation of equipments, 
spare parts, raw materials and 
supply, and exports of 
processed products by 
registered enterprises shall be 
simplified by the Bureau of 
Customs. 

e. Unrestricted used of 
consigned equipment 

f. Employment of foreign 
nationals 

Provisions of existing laws 
notwithstanding, machinery, 
equipment and spare parts 
consigned to any registered 
enterprise shall not be subject 
to restrictions as to period of 
use of such machinery, 
equipment and spare parts. 

A registered enterprise may 
employ foreign nationals in 
supervisory position for a 
period not exceeding 5 years 
from its registration, 
extendible for limited periods 
at the discretion of the Board. 
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Table 28. Comparative Presentation of Philippine Tax Treaties 

Country Effectivity Dividends Branch Profits 

ASEAN 

Singapore 1-1-77 1595 foreign tax 
credit with tax 
sparing 

Malaysia 1-1-85 15% foreign tax 
credit with tax 
sparing 

10% foreign 
tax credit with 
tax sparing 

Thailand 1-1-83 20% foreign 
tax credit 
with tax 
sparing 

Indonesia 1-1-83 15% foreign 
tax credit 
with tax sparing 

ASIA & PACIFIC 

Japan 1-1-81 10% foreign 
tax credit 

10% foreign 
tax credit 

Korea 1-1-87 - 10% foreign 
tax credit 

Australia 1-1-80 15% foreign 
tax credit 

15% foreign 
tax credit 

New Zealand 1-1-81 15% foreign 
tax credit 

15% foreign 
tax credit 

Pakistan 1-1-79 15% foreign tax 
credit with 
tax sparing 

15% foreign 
tax credit 
with tax sparing 

North & South America 

U.S.A. 1-1-83 20% foreign 
tax credit 

20% foreign 
tax credit 

Canada 1-1-77 15% foreign 
tax credit 

15% foreign 
tax credit 

Brazil 2-5-82 with tax 
sparing 

15% foreign 
tax credit 
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Country Effectivity Dividends Branch Profits 

EUROPE 

Denmark 

Sweden 

Norway 

Finland 

U.K. 

France 

Belgium 

Italy 

Austria 

W. Germany 

1-1-74 

5-11-78 

7-9-78 

1 - 1 - 8 2 

1-29-78 

1-1-78 

1 - 1 - 8 1 

12-5-80 

1-1-83 

1-1-85 

10516 foreign tax 
credit with tax 
sparing 

15% foreign 
tax credit 

25% foreign 
tax credit 
with tax sparing 

15% foreign 
tax credit 

1596 foreign tax 
with tax sparing 

155*5 foreign tax 
credit 

15% foreign tax 
credit 

tax sparing 

10% foreign tax 
credit 

15% foreign 
tax credit 

15% foreign 
tax credit 

15% foreign tax 
credit 

15% foreign 
tax credit 

20% foreign 
tax sparing 

10% foreign tax 
credit 



105 

1 1 1 <M 1 UP 1 05 in 10 CM M 1-1 01 0 in in 
O0! 1 1 1 1 1 tfl * 01 • 1 1 
<E * 1 T \0 (M IV 0) T iH O CJ 
OC I I fi id iH n- (M 11 
LKD 1 iH O H 
3-00 1 <C P 1 1-1 1 

1 1 1 1 <\i 1 in in r- iH T 01 O <J> n in 1 t • • H 1 • 1 1 
0* 1 ffi J (p fV O T 01 | CM T w 0 (SI fj 1 . i-t R <M 1 1 1 

1-1 

1 1 H | N in t 
1-1 01 (0 Oi in in a> 01 01 1 1 in t • 1 IT} I 01 • 1 1 

«1 1 i-l 10 N 01 in (\l Oi (U «H | <\1 N iH a (M * * 1 wt 1-1 •M 
1 1 1 

1-1 

1 1 O 1 m • in M 1-1 0 iH iH 1/1 OJ Oi 01 1 m • • • • • AO • 1 1 
<71 1 T 10 1-1 H- CD T 01 H | T 1-1 IA (M IH 1 M O iH 
1 1 1 

iH 

1 1 
?! 1 in N O O N CM O 01 CJ li) <B 1 • 1 1 1 a> 1 01 • * • 
1 (i- lO N N n- T in 01 11. w I-l | • (0 iH in I-l I-l 
1 1 1 1 

i-< ffi 1-1 

1 1 1 a> 1 ® T 01 N in Oi <D ID in CD 00 1 • 1 1 1 iH • T • I • 
v 1 0 N N N in 9 in I-I 1 0 w ft* m iH iH 
1 1 1 

i-l a IH 

1 1 1 n- 1 N N <0 00 I-l (VI 10 10 O a 1 • 1 • • in • 1-1 1 1 
o» 1 T in t£ m 10 n m T T 1-1

 1 01 O H (VI i-l iH 
1 1 1 1 

IV 1-1 

i 1 1 1 
t 
I/I A 1 0 M 1 IA a 1 w> a u 1 0. Q. • r t 1 \ 1 C c a A 1 1 1 0 0 A v 0. 1 1 a> 1 •rt •rt N c V Z 1 1 CD w 1 i-l iH u 1 c (3 1 1 01 1- 1 i-l iH a 1 1 I-I LU 1 •rt • r t w m L 0 1 <9 1 •0 £ c c I *J 1 1 31 

at 1 A 0 0 3 1 C 1 M <E 1 z n c •rl u U N 1 « 1 3 
• W 1 M 0 M ¥ f | c n 1 n 1 \J U W U +J V 1 v DI n 

u 1 •H a Ifl 1 w c 01 1 V M 1 ¥ L V ••I 1- 1 ft-H C 1 0 r 1 u a U A 0 IV ft Z 1 > Ji H Q 1 3 3 n L a. 0. W 1 z 0 > 1 <n Z 1 •0 (M "0 ft 0. z 1 Mlfl « 1 1 o 1 0 H- A 0 u c A £ 1- 1 U\ u 1 t01 !i L H ft HI N H w 1 U P I 1 n 
UJ 1 Q. iH V (L L 4J V W W UJ 1 Q Z 1 ¥ o 1 a Q A 1 ¥ C 01 1 a a 1 M ¥ 0 I-l DC 0. M « a. z 1 «l 0 H 1 en u 1 1 Z ¥ Z 0 V z H 1 ft-ri ft 1 1. <E 1 C 1 c c t <9 U 4 (S 1 tv V 1 <Q 
£ 1 0 ¥ OC 0 ft 0 •H OC 0 1 0 1 0 1 1-1 •H HI <rt V •rl 4 L z 1 • Z LI. UIN 1 ¥ £ £ V 4. v a X +J I 1 1 c 01 01 1 V 0 ¥ Q 3 a <H +1 •rl . 1 N « M 1 » 

FTL <E 01 1 Z U 3 Z U H ARJ I A in 1 VI M w 1 FH <E (3 ̂  1 0 t- 0 ^ 0 (3 1 0 0 0 1 a. • a UJ 1 1 N ¥ L V) +> c U 01 L 0 z 1 L U 1 LI FH u r- 1 N « O W 0 M *H <3 H 1 1 13 z .0 <3 ® 1 0 0 L L 3- 1 1 « 
T O ? 1 L L ft ft C 1 1 v 
K I N 1 O <9 a. (L V) 1 1 « •> 1 1 "O ft 1 1 a u 1 1 3 L 1 I 3 1 11 11 1 1 \ 0 1 4) M 



106 
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TABLE 33 
OS TARIFF PROFILE OP PHILIPPINE EXPORTS TO THE OSA 

I. Consistent* Philippine Exports to the USA 

A. Dutiable and Included in the CBI 

1. Low (1-7.9%) 11 tariff lines 
2. Kediui*8-14.9%) 13 tariff lines 
3. High (15% and above) 25 tariff lines 
4. Specific 17 tariff lines 66 tariff lines 

B. GSP 120 tariff lines 

C. MFK Duty-Free 53 tariff lines 239 tariff lines 

D. Dutiable and excluded froo 081 

1. Low (1-7.9%) 12 tariff lines 
2. Nedim (8-14.9%) 19 tariff lines 
3. High (15% and above) 9 tariff lines 
4. Specific 6 tariff lines 46 tariff lines 
5. Garments 

a. Low, (1.7.9%) 
b. Hediua (8-14.9%) 14 tariff lines 
c. High (15% and above) 75 tariff lines 
d. Specific 55 tariff lines 144 tariff lines 190 tariff lines 

Sub-Total - 429 tariff lines 

II. Potential* Philippine Exports to the U.S. 

A-, Dutiable ami Included in the CBI 

1. Low (1-7.9%) 16 tariff lines 
2. Hediua (8-14.9%) 5 tariff lines 
3. High (15% and above) 17 tariff lines 
4. Specific 3 tariff lines 41 tariff lines 

B, GSP 108 tariff lines 

C. KPN Duty-Free 59 tariff lines 208 tariff lines 

Dutiable and Excluded fron CBI 

1. Low (1-7,9%) 1 tariff lines 
2, Hediua (8-14.9%) 9 tariff lines 
3, High (15% and above) 6 tariff lines 
4. Specific rates 14 tariff lines 30 tariff lines 



Ill 

5. Garments 
a. Low (1-7.9%) 0 
b. Hediua (8-14.9%) 61 tariff lines 
c. High (15% and above 109 tariff lines 
d. Specific rates 75 tariff lines 245 tariff lines 275 tariff lines 

Sub-Total - 483 tariff lines 

Grand Total - 912 tariff lines 

*The consistent exports have been exported by the Philippines since 1983. 
Potential exports are new tariff lines the Philippines started exporting in 1985 and not in 1983. 

**Carribean Basin Initiative 
Source: Bureau of International Trade Relations (Department of Trade and Industry) whose sources 

include: 
FT 246/Annual 1985. US Imports for Consumption and General Imports. 
TSUSA Commodity by Country of Origin. OS Department of Cooaerce. 
Bureau of Census. 



TABLE 34 
WEIGHTED TARIFF AVERAGE BY COMMODITY GROUP & BY COUNTRY 

Description US JAPAN EEC 

5. Mineral Products 1.3829 2.1682 0.6000 

6. Chemical Products 4.1710 4.9852 5.5882 

7. Plastic, Rubber Products 3.5863 3.3631 5.8498 

8. Hides and Skins 7.6292 6.5905 2.8929 

9. Wood, Wood Articles 1.6680 0.8148 2.5165 

10. Paper, Paper Products 1.2716 2.3762 3.3663 

11. Textile, Textile Products 12.1799 5.4218 8.6425 

12. Footwear 18.8595 14.7644 12.7570 

13. Stone, Cement Products 8.0297 3.7818 6.4896 

14. Pearls, Precious Stones 2.7093 2.0792 1.5779 

15. Base Metals Products 3.9862 4.4233 3.4233 

16. Machinery & Equipment 3.9922 4.4998 4.8604 

17. Vehicles, Aircraft 7.7392 3.2180 7.6831 

18. Professional Instruments 4.8637 5.0441 5.7927 

19. Arms, Arrmunitions 5.4851 10.9290 5.3372 

20. Misc. Manufactures 5.5750 5.5205 6.1383 

21. Works of Art 0.6661 0.0000 0.0000 

Source: GATT (1977). 
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TABLE 35 
PHILIPPINE EXPORTS TO U.S. AFFECTED BY NON-TARIFF MEASURES 

Description 
1983 Value of Xs 
Affected by NTH 
('000 US}) 

% of NTH 
Affected Xs 
To Total Xs 

Non-Tariff Heasures 
Description X Share of Xs by 

Type of NTH to Total 
NTH Affected Xs 

1. Live Animals 

2. Vegetable Product 

3. Animal, Vegetable Ms 
and Oils 

4. Prepared Food Stuff, 
Beverages and Tobacco 
(incl. sugar) 

5. Hineral Products 

6. Cheaical Products 

?. Plastic, Rubber Products 

8. Hides & Skins 

9. Wood, Wood Articles 

9,063 

83,119 

214,234 

256,866 

33,451 

47 

98 

76 

Health I Sanitary Regulations 100 

Health A Sanitary Regulations 100 
Consular A Customs Formalities & 
Dacuaentation 0.2 

Rules of Origin 0.2 

Global Quota 
Price Support 
Production Control 
Health A Sanitary Regulations 99 

Countervailing Duty 11 
Health A Sanitary Regulations 53 
Tariff Quota 11 
Global Quota 46 
Quota Allocated by Country 46 
Iiport Levy 46 
Doaestic Subsidy 46 
Hiniaua Import Price 46 
Phytosanitary Regulations 8 
Consular k Customs Foraalities and 28 
Documentation 

Rules of Origin 28 

Import Documentation 38 

108,017 87 Health and Sanitary 
Tariff Quotas 

10. Paper, Paper Products 7,822 72 Tariff Quotas 

* less than .1 percent. 
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Description 
1983 Value of Xs 
Affected by HTM 
('000 US)) 

% of NTH 
Affected Is 
To Total Xs 

Non-Tariff Measures 
Description X Share of Xs by 

Type of NTH to Total 
HTM Affected Xs 

11. Textile, Textile Products 168,742 52 

12. Footwear 23,177 

13. Stone, Cement Products 

14. Pearls, Precious Stones 

15. Base Metals, Products 

16. Machinery, Equipsent 30,.364 

17. Vehicles, Aircraft 

18. Professional Instruments 

19. Arsis, Ammunitions 

20. Hisc. Manufactures 88.489 

21. Work of Art 

TOTAL i,023,344 

58 

82 

Bilateral Quota 
Voluntary Export Restraint 
Customs Penalities I Documentation 
Global Quota 
Packaging Requirements 
Discriminatory Sourcing 
Rules of Origin 
Restrictive Practices tolerated by 
Governments 

Quota by Country 
Import Documentation 
Import Monitoring 

Import Regulations 

Health & Sanitary Regulations 
Consular & Customs Formalities 
I Documentation 

Rules of Origin 
Global Quota 
Price Support 
Production Control 
Counterveiling Duty 
Tariff Quota 
Quota Allocated by Country 
Import Levy 
Domestic Subsidy 
Minimum Import Price 

82 
16 
75 

14 
14 
14 

100 

Import Licensing (method unspecified) 100 
Surveillance 100 

53 
20 
9 

12 
0 
0 
3 
15 
14 
1 2 
12 
12 
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Description 
1983 Value of Xs 
Affected by NTH 

('000 rot) 

X of NTH 
Affected Xs 
To Total Xs 

Non-Tariff Measures 
Description X Share of Xs by 

Type of WW to Total 
NTH Affected Xs 

Import Restrictions 0.57 
Phytosanitary Regulations 2 
Import Documentation 3 
Bilateral Quota 15 
Voluntary Export Restraint 3 
Packaging Requireaents 0.25 
Discriminating Sourcing 2 
Restrictive Practices tolerated by 2 
Governments 

Import Monitoring 2 
Import Restrictions 0.57 
Surveillance 3 
Other Price Distorting Measures 1 
Import Licensing (Method Unspecified) 3 

Sources: a) NTMs-Tariff Conission based on UNCTAD Study an Protectionism and Structural Adjustment, January, 1985. 
b) Trade Data - 1) US General Imports and Imports far Consumption, 1983-1984. 

2) Japan's Exports and Imports, 1982-1983. 
3) Imports for EEC, 1983. 
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