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Abstract

We propose the Net Index of Protection that subsumes the Balassa
“Net Effective Protection Rate,” Michaely’s “Net Effective
Protective Rate,” and Corden’s “pure exchange rate protection.”
Under special cireumstances, this depends only on off-the-shelf
indicators, the effective protection rate and the real exchange rate,

1o reflect resource pull among tradeables and between tradeables
- and nontradeables. We estimate NIP for Manufacturing and
~ subsectors for the period 1991 to 1997 which suggests why
~domestic capital fled the tradeable sector. We finally derive the
exchange rate adjustment required fo restore the level of
- protection accorded sector j when tariffs are being reduced (the
iso-protection tradeoff).

nowledgment: The author is grateful for fruitful discussions with Emmanuel de
Jios, Erlinda Medalla and Elizabeth Tan. Errors are mine alone.
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Tariff reduction programs in pursuit of globaiizafion is an important dngoing
feature of the 90, especially in'East Asia’ Frequéntly these are associated with
WTC orsome regional agreemerits'such' ds NAFTA 6r' AFTA. Since many of the
economiesinvolved start out! with tfade” deficits, 'the ‘tariff reductions result in
worsening trade' imbalances 'thf threatén t''dérail the process. The concomitant
reason-is the failure'to adjust the exchanke'tate ito cushion the! impict on the trade
and current accourit in-alworld of managed float (ses; &.g., EdiWards, 1989), Thdeed,
due to: cohsiderable foreign capital iiflows tHaf chirdcterized the 90's which saw
widespread ‘liberalization ‘of the ¢apital 4cdotint, 'the’ Homestic currencies in East
Asiaand elsewhere tended to'apprétiate adding to the }:resﬁ‘rﬁhfq.:"‘.rﬁé"t:unfllu_mii_:g;'ciuf
these forces led to the progressive disengagement of domestic capital from the
traded goods sector and to the embrace of the nontraded goods sector, especially
property, finance and distribution. In the 'compétition for dumeaﬁclre's.:'-'mccs, the

tradeable sectoris left far behind)' 21! = b i o :
Fa | e gt e alloed seoieeos, ot e e b
The Ascan,"as a' whole, i’ fHe”inid-99's ‘¢onfirins 'this' story with Thailand
representing the extreme end ofthe spectrim. The Métican ‘debaclé in'1994 was tha
first incidence of the kind in'the 907s. In the Philippines, thé cases of VIEMICO and
EYCO-NIKON, traded goods companies that got suéked into stock market and real
estate spiral reinforce this story in no uncertain terms. The possible shakedown in
the property market remains the sword of Damotles éver The banking sector which
acted as conduits for foreign resources. ‘The flight ‘from traded goods tp the
nontraded goods sector was never so pronounced as in th;: 20's. Why.so?
Bt L4 i T ORI i.ﬂj-_r-h-::_: ::-i g
Among resource pull indicators, the Effective Rate of Protection (EPR) has
held pride.jof place- singe: the'ipublication of* Corden's (IE?'_I) EQIMQf
Protection afier an incubation: period that incladed bottribution$ by Balassa (1965,
1967, 1971), Johnison {1969); and Corden (19662; b):'While it liss admittedly kany
drawbacks associated especially with its partial:equilibriim naturé: as'reséiitee puill
indicator it is easier criticized - than. replaced: | Nonetheless: itd filure’ to inclizds
nontraded goeds sector in its resotirce pill orbit is'aeal problem: [+ i
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The best way to take the nontraded goods sector on bodrd §5 o Ttroduce the
exchange rate which in combination with the ratio of price indices, may represent
the relatjve price between traded;gnd nontraded goods,.Michaely (197 Thproposed
the "net effective protective rate” g which replaces t; and-tjs.in the EPR: formula:by
& {[EjfE@] = 1] and &= [{EEg)i— 1], whﬂqa«E]:mﬂ.Eﬂam moriinal exchangé rates
apglymg to uutpy:.t ] ﬂ],'lfi Anput Lpgspectively, apd Ey is the equilibrium-exchange

rate. If E= E;; = E; (2 pnified exchange ratg)-the Michaely nek effectiver protective
m‘f? i I8 ,ﬂamplr.-' {(E{Ep) = 1], regpectively; avhichis simiply thewiervaluation (B-<
E;:;I aluation (E > Ep) of thedomestie curreney. e callsrg; the protechve

: all .measures of government .interference in. foreign'trade.: Fariffs ade
subsumed in (E/Ey).. Eyenunder fec trade (t; = §; = 0)idhe govémment kan fix'E >
Fotectfim Temains, ie, cexchange: rate., prﬂtﬂnuﬂn”: whu:h Eﬂrdenr hds
.-' “E'%Jfgﬂj} 2 'l: g SRS T BT i
S .:.:ﬂ-*' b aien T we dena b op baes doionT g, b
'Dm- c:-wn position is very simple. Forjasilong asthers is;an arbitrary element
in the determination of the value of the domestic currepcy) the gxchange rate and the
tariffs are independent, sometimes conflicting, sometimes reinforcing, measures to
alﬂ'atit trade. The ratio pf the:exchange rates-in Michaely, "net-effective -protective
?Hﬂiﬁﬁfﬁﬁﬁﬂ summary. of the oyesall;prptective structure. Independent
be accounted for pxpligitly as)in :Joknisons™ {1966} |smnutpﬂl

M q:ad in Corden's {19? L;i, 'neteffectiveratel. b

B0l G o et "
ljine ﬂ.;q:psm aF EPR whmh d-:!-f:a thigvis Bﬂlaﬁa 5 [19?]) Met Effective
E:nte,ﬂ’iEPR} [ﬁir,e also Medalla, 1979; Fan, 1979). it'is def'mﬂd as:
= n o torll ow oo boononeng OF 390N E50 = L R e
NEPR, = ((E/Eq) - 1)+ {EfEﬂ;EPRJ
-..'|.- ﬂ“i by T b sted naipan DG alt craieaibal Hesy T Ot
= £ is the offipial exchange:rate, Eyithe!BOP- dquzhhnummixcﬂangh rate and
15 15 BRPR. Afier its 19700s 'appedrance) WERR: coripusly recetled 1from the
W&mn only;surmise some &f the reasons: (i) the ]’_:r:u:tme'm that time ‘of
ing the shadowy exchianite rate 40 measure:E, whas and is a tedious task whiich
suraged continuingwork and which Balassa @nd Schydlowsky (1968) criticized
Jformidable practical and theoretical difficalties of the required measurement;
= distraction it presented to the task of demonstrating the considerable degree
#ection (viz., Tan's (1979) calculation that the majority of sectors had negative

1'-"?,.



NEPR;'s could have been used by opponents to-call for higher taciffs);, (iii) a limited
interest in the role of nontradeables in resource allocation; and (iv) the lingering
confusion over the role of the exchange rate in the protective structure, exemplified
by Michaely's "net effective protective rate"., Lsuggest a fifth reason which deserves
a separate digcussion. -

R |
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Tan’s. (1979) calculation which showed negative, MEERs for, many, tradeable, |

sectors in the 1970"s should, indeed, have mitiated. an putcry from the manpfacturers.
on the ravages of overvaluation of the exchange rate in the face of the taniff
reductions being contemplated. In fact, the sector loudly protested the impending
tariff reductions of the Tariff Reform Program I but lefi exchange rate policy well

enough alone. This meant that they were not unhappy with status quo. Tan’s
calculation did not apparently rc_ﬂm;t the sentiment, of the tradeable sector. . The,;

reason that it shouldn’t is because the NEPR left out a crucial factor that may have
effectively reversed the peso overvaluation’s assault on tradeables. This was the;
control on the access to foreign exchange that distorted the price of the dollar.
Michaely’s index despite its drawbacks fakes these into account. We will attempt to
bring this out. R
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This paper proposes thlle:.,HelF'_-f;ndeﬁ:{ of Protection which subsumes known,
indices such as the Balassa’s NEPR and some of Michaely’s NEPR. and which can
account for the lukewarmness with which the tradeables sector greeted actual NEPR
estimates 20 years ago showing the cost of overvaluation. Furthermore, it requires
only off-the-shelf indicators under certain cirgumstances which make NIP eminently
easy to im;:rlcr‘r:ent.'luﬁ,-:ler__ﬂmis pj.rcumé_.i_m_;gqs__” In, IL, e, degive, the net | index of
protection | (NIP). and  discuss its,, prgperties, ; In,, III,. we . estimate, NIPs for

Manufacturing and subsectors for the period. 1991-°97.  In IV, we derive: the iso- .

protection, tradeoff formula which gives, the, exchange irate. adjustment reguired to.,

preserve the 'prﬁl,e.cliqn level of a secton jin the face pfia tariff reduction program., .

Exchange rate levels for various sectors are estimated, to- compensate. for, tariff
reductions due to EQ 470 and EQ 264 from 1991 10 1997, ..., - ; MAECTE e
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We consider a small perfctly competitive EMm::-m}' with 2 several traded
is sector-and a composite nontraded gmds sector. The emmi:m}r employs a

iestic currency distinct from the foreipn currency and they are linked' by'a

d parity. The presence of the nontraded gu-uds sector implies _that the

Stic nﬂaﬁm can differ frém’ fure@inﬂaﬁdn we ‘mn:{r deﬁne the "Net. Index

...-: Of " ﬁ:.fmdusﬁ-_r,rj‘{}’mlj}‘aa
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NI RSV | PR g
hﬁgﬂ va’iua-ﬂcided in mdustt}? _],"J is ﬁl'F ﬂumesﬁc valuee—add&d in j
-_a’lpcjsmble mlsallgumetilt between 1'.he nﬂn!ﬁﬂé'[ an-:i thF uilibrium

e dom -m mrrenc}r Fﬂl‘ mdﬁsujrj Wltﬁ '_é"'émgfc mputi "'-.I"f in tum is

=che o Spafe LS T PTG et - I AR biEgs H

AT (.  mrs ol .'ﬂ;.;ri,r-i_:;.a:Pj‘-;H:;i ey S N 'Ii. () v
t"'n P;arewnrld prices of j and 1, raspeﬂwely Let t1| and f; areta::ﬂ rates
j and i. The doirestic valug'added is defiiidd a1

'. L e AR | i :r"! i T

oy = [RER‘]H(HdJ}ﬁ{IH) (I+ P+ )]

¥

e

iE'ﬂ'tE ‘current’ PPP' real é:xcham;e rate {m:rte: thit REER ‘¢ or '‘DARER
995) are' acceptable altermatives), d; (dJ is the"ad&'ihonal cost due to
s in !&Eigrr e::-:’dﬁanﬁk: market ‘n:nf‘f’drﬂfﬁn Llichané,e! to be usé-d il thé 1mpurt
'ii:ir e:xam;rlt fhreign citﬁmiﬁé“ ‘Fationéd' so that only fﬁ% ‘of'the forex
¢ for imipdrt’ of J'is ‘Hiet by tHé' Cénisal Bilik 'dnd, therefore; has to be
ed by purchases fromthe parallelinarket Yhere the price i higher by
e additional’ w d, i5'25%." On' ﬂl& ditfer hand, if forex IEqmr&mén!_
input i is met by the Central Batik T00%' dverytire, then d, = 0. The
of j in foreign currency is RER (1 + d;) (1 + t;) P; that of i is RER (1 + d;)
Clearly, RER (1 + d;) and RER (1 + d;) echo Michaely’s E; and E; i.e.,
nge rates applying to j and i.



The ordinary value-added falls out of (3) if RER =1lapddi=d,=0. Thus, (3)
combines the effects of currency valug (RER), forex market distortions (d;, d;), and
tariffs (t, ). i o e

ot
L

Substituting (2) and (3) into (1) and simplifying gives:
.ij'='_' EEER — 1)+ RER [d; — ayd] { [1 T;ijl + ot
(RER[(1+d) §—ayty (1 +d)] 4 [L—ag) i - (4)

where a; = {P};’Pj} !whj:c_:h _u'ﬁdiérl fixed proportion production function and the zero
profit assumption, becomes the proportion.of j's per unit cost accounted for by input

NIP has three dis't'iﬁc['p?uﬁ;;. (i) [R_ER 7 1) reflects the pure currendy-
embodied attractiveness of the domestic tradeable sector as a whele vis-a-vis its
foreign counterpart and the domestic nontradeable sector; (i) RER [d; - a;d] (1 -
aij) ' reflects the subsidy extended fo j value-added implied by distortion in foreizn
exchange market, Le., d;, d;. Note that if d; = d; = d,> 0, iic; there is uniform
additional cost to accessing forex above the official rate, this subsidy, is just (RER)d.
Note also that (d; — aydy) / (1 - a;) is jus| the “forex distortion-based (Corden-
Ealassa}_cfﬁer:tivq protection rate.” _F:{n_iha;mure, RERd; is NIP’s counterpart to ., in
Michaely's NEPE. ~ Finally (iii) RER [(1 + dgt; —-a; (1 +d)t] /() ~'a) is really
(RER) x (extended Corden-Balassa EPR;) where the extension hinges on additional
distortion in the forex market (di, d;). In general, NIP combines the effects of the
currency value-embodied protection (RER), the forex market, distortion and tariffi

in an explicit manner. ~ °

LNt el F AT
Obviously, NIP subsumes most known protection indices as special cases:. | ;

() IFRER =1 andd;=d,= 0, NIP;=EPR, the Corden-Balassa EPR. . . ..

() Iid,=d;=0,NIP,= (RER - 1) +RER (EPR)), the Balassa NEPR. .

(i) FRER =] and ;=1 =0, NIP; = (dj a6l / (1 —a;), the Michaely., -3«
NEPR with forex distortion but without cyrrency-based subsidy (pe-
malty) and tariffs. ., : v T e Lt :

i i ey
il (F




Lo ) I d = &iﬂ:-narﬁfg t=0, NP, = (RER - 1}TRE1¥¢ RERH 4}

1) phich e thtMichaely NEPR if we ot (EE)=RER (1 +d)

(v) Ifdj=d;=t;=1t=0,NIP,=(RER - 1), the Corden j:nurecxchaﬂge
rate protection.”

i ; R ik U [k F it
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Where the forex market is distorted (d; = 0, ep), NIP suggests why the
fadeable sector may not be too concerned with r:werva;uatmu of the domestic
ency. Even were RER < | and (RER - 1) <0, if 4, is sufficiently high, the effect
ﬁhgmrvahaﬂun carl be mitigatédior even re‘verseﬂ so that the first two expressions
!‘, {4} Mmher is positive. That is there is sufficient dlstﬂmﬂns in the forex markf:l
bl makes ti’lhrefﬁ:cnve codt ‘of Atcessing. forex for u-nparm of'j very Righ. W
cest that itds this angle (ilie fotdx market distortion in e 70°s) that Tan’s :;19?91
of Balassa’s NEPR overlooks and which explain the nonchalance with
‘tradeable sector treated overvaluation in the 5. “In the 9005, dowever,
re these distortions in the' forex lln.h}k&t }Iﬂ'!w? 'bEFn 131'ch llfbad 11‘:.& attitude
m:ﬂ curfency ﬂ’i-’ﬂ'l"l-’&] uatuju aniﬂng trhdehb i buis mqssllm.n 15%-eg,mnmg to Ehlﬂ
B Lk b -';fl wp aldasb ion o omok ant
- iﬂ generaly im plén&En‘hnfé lNl!Il’ mq‘ﬂi‘i’f&‘-kﬂ ]ed g nf ﬂl1'$ hatte;ry nf d‘s apm‘t
e t's-and RER. ' Thus, the 'Enfmmﬂtmn ’rctF |r=3n1-.'-:nt of NIP is. heawler ﬂmn in
a dﬁhaapotml cagés. There | is, however, a case wﬁérr: NI'P aepﬁnds unt}' on E.ER
#FEPR s.~This is wiien the fi:ire:x maﬂfét hat'been llbera]h:d._. L& whﬁ:n d rd =
or thé official nominal fdte is'the traé cost csf ulrmg qinllaa:s. This; is ﬂ'm case in
:ﬁrst half ¢f the r;lu’s in the frhmppmas wh&n e pmlm market all buit

i = g i 1
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e The instruttiént that I‘EIHE?I‘E'I bﬂér?zﬁuaﬁﬁﬁ ’::'Hnl'l!plaﬁlb}e mth I.t'ue mpc:r;
stitution is foreign exchange controls which effectively ratsed the price of
"_- gn exchange for imports of finished goods. Absent the: it is very highly
‘anteng those BEoromies that E;aﬂi% under thé label *import substitution”
> of high tariffs were E::ﬂnc:rrues that actually penallzed all tradeables,
| ir Fmpﬂftahiés’ anid incéhitivized nﬂntrade.ai:iles T'hg}r wete, in DT.hEI’ -words,
Cofl R pu’r.'ﬂn‘.':lf,r Hm"ii:éﬂ élﬂ:ﬁﬂ‘t!uhng“ L!::rut were., really fewealcd
; '_ ble-origrited «due 'to- sﬁ'mstanﬁal' um'-:rva]uatmn'af T.he domestic -:urrenv:y
' e that o "cheap forex 'Policy" ‘dfich ' actompanied high tariffs on finished
f order to allow import substituting assembly” “hdckss to cheap imported
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inputs. The basic conflict may not have been between importables and exportables
but between tradeables and nontradeables. o RARRE b B e -

: The advantage of NIP; is that it explicitly integrates tarifl] forex market
distortion, and exchange rate. protection in one encompassing formula.- - Thus,

piecemeal Hbr:m!izati:;n (say of forex market alone) can be, reflected dicectly.

Likewise, exchange rate adjustment can readil ¥ be allowed for. - i :

II. NIP in the 90's ¢

As observed, the forex market was largely liberalized in the 90°s so that not
only differential treatment of commodities stopped but also the effective cost of
acquiring foreign exchange came to be the official exchange rate. We now estimate
NIP for Manufacturing and its subsectors, Note that when di=d; =0, (3) becomes:

s Lt e A L ]

NIP; = (REER - 1) + REER (EPR)) (5)
where we have replaced RER by REER (base year 1986) and we use EPR estimates
by Manasan and Querubin.{1 996). Note that by our REER estimates, the Philippine
peso was overvalued by 33% in 1997. The World Bank’s own estimate of
appreciation {bas_q:_,}rear 1990) was higher (40%); . A &l

~ Table | shows thc estimated NIP given in 5 for Manufacturing as a whole and
its subsectors.. The NIP for Manufacturing retreated from 37% in 1990 1o 0% in
1996 10 —5.8% in 1997. The NIP for “Food Processing” moved from 47.1% in 1980
t0 9.6% in 1997. Most of the manufacturing subsectors went from positive NIPs in
1991 to negative starting in 1995. “Beverages and Tobacco,” “Paper, Rubber, etc.”
started having negative NIPs in 1996., “Textile, Garments & Footwear,” “Wood and
Wood Products,” “Furnitures -and Fixtures,” *Chemicals” ‘and “Non-Metallic
Mineral Products” all had negative NIPs since 1995, This largely explains the flight
of business from tradeables to nontradeables in the Philippines and elsewhere in the
Asean and the perceptible shift in the business attitude towards overvaluation.
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IV. THE BASE YEAR ISO-PROTECTION TRADEQFFD: 1 oo

- " When 4nedonomy liberalized by reducifib ifs tariffs ltmydecf&amlmeme
met protactive: veil ¢ver'the tradbd secttr /st % badd veal level by’ enﬁ'meenng
ekchange tdte adjustment. ThE questmn 1s how 'mikh’ echhmfge“rate adjustlnent will
compensate for tariff reduction and restor@ith’ protéetive’ veil af base vear level.

Equation (5) gives this tradeoff.

Totally differentiate (5) to get

B mys{mmwfﬂm} fEPRJ)‘+ [RER}&(E:PRJ (6)

ke
:I'J-!.pJIFT R ek I |i|l. ull |

U S T SR

ting (6)to zéro for the mﬂiihhﬂ 6fti1¢”pmted'.[ﬂw? W{ﬁljgw'as il :'EI:” s
' 5 ORI IT | ol AT 2 o T AT
{JiRE'R){I +EPRJ}—-€RER}|:I{EFR3
P e
5 ]I_fjnﬂg
lﬂlp gwﬂﬂ;;' ATEL AT Ry BE TS R s b 16 PR I B o vy
ey 1 s d{REFE}fRIER, d{’EPIgjf{F‘-rEPRIj @

ety sy 3 1.
{?} gives the "iso-protection tr&d&tﬁf? betwéer “the ‘real ex"chzinge rate and the
- efiective protection rate. It is couched in terms of EPR's which, of course, change as
tariffs'are liberalized. IFEPR estifiiates ‘are - ah-ea&v éym%ie (7) gives'the most .
‘convenient' shért-cut tﬁ'ﬂ)ﬂchangé 3’3:5:.;lt:*'.sitl’:mf'fl:== Yt ﬁreﬂenfe ‘the ‘protection
Vtcordell’ arl' industey M EPR &stimates hre itale, ‘this ofmula could be
: m&iuus in‘that it @uﬁéﬂwgﬁﬂmmwu _ﬁﬂmb-[dsl 25 'I'-’ ‘_’? ‘.' T
S gaclobin T et T e} [ frgtadah St =
. “How dheéﬂr& tate of &I‘ih'f:gém thi real Bichaige rate b:aﬁslatt“iﬂm a change
jrthe nominial exchande tateE! We kriow that RER = EP/P”, where P* is the world
¥ pri -e‘iﬂdeﬁ;z&iﬂPd*{He ﬁﬂmemt tﬁnsﬂmﬁr pnce mﬂ-&x L#:tl:lhg P h:’ﬂxed

B o aazln bk g 1 e T T LR o, EROWRTS [ Frteion 4

e s il EMRTEERJ]={M)—’{HM sichEpma s 3 it

Ihe fall in t's pushes P? downwards via falling tradeable goods prices but the rise in
he nominal exchange rate to compensate for reduction in t's pushes p° upwards. No
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switching effect in favor of nontraded sector occurs. If the tradeoff mieans that
dP*/P° = 0, (dRER/RER) = (dE/E), and

AE/E~ -dEPRE:“EI +EPR). (oS (8)

This approximates the "iso-protection tradeoff” between the nominal exchange rate
and the EPR change. If (dP J"Pd} ~0, (dRER/RER) < (dE/E) and (%) underestimates
the needed exchange rate adjustment, i.e., ">" replaces "=" in(8). Incidentally, a
formula similar to (8) appeared in a footnote in Balassa and Schydlowsky. (1968,

The Philippines has since 1991 implemented. tariff reform programs (TRP 11
from. 1991 to 1995 and TRP ILI from 1996 to 2003). This section will estimate
using (8), the exchange rate levels that should have obtained in pre-devaluation
1997, 1o restore the 1991 protection level to Manufacturing in view of the. tariff
reductions.  We again use the EPR estimates in Manasan and Querubin (1996).
Table 1. below gives the relevant EPRs for Manufacturing and, subsectors and the
required exchange rate level. L‘ﬂte: that the official rate then was P26.40 for one US

dollar. : : 5 kd:

For Manufacturing as a whole, the ER level required in pre-devaluation 1997
to compensate for tariff reductions (as reflected in average EPR reduction) is P29.32
per US dollar. By Manufacturing sectors, the highest required level was for Non
Metallic Mineral Products which required an exchange rate level of P33 per US
dollar and the lowest is for Wood and Wood Products at P26.55. None below the

£26.40 level just before the July devaluation. .- R U N

Since our ER is unified, there is the question: of which pre-devaluation level
should have prevailed. For Maﬁufﬂcmr-ing as a whole it is P29.32. But at this rate,
2 subsectors would not have been adequately compensated.. On the principle that all:
subsectors should have been adequately compensated then the ER level that would
have prevailed is P33 per one USS. = :
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IV,  SUMMARY!! s BT Faby ot UL S A
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3alassa-Corden « Efféctive Pmtectmn Rate" [EFR]]. the “Bhlassa N'EP'& T.lhc:
' NEPR 'and 'Corden’s- Exchanfle Rate’ Protédton™ Under Speclal
TS lc-f a'liberalized foréign e:-:ﬁhhngﬁ r:EarkéL NT!P dEpEn_dS c:n't}.rlcrn cﬂ’—_

‘the EPRs and thé RER. """ CEARgRRyRy e

ate 'NIP for one"such periad (the fm End suggést wh}f {a} the
or was comfortablé with overvaluatioh 'in' the 70°s and (b) why tHere
2de from'tradeable to notradeable sector inf the 90’s acc:(}mpam&d bya
_'__,__ £ mhusmmammfc'mwds'memruaﬁ“m‘ B

,n_ o i ot oAl ek CHE T g | (R ;
E&ﬂs&—y&m‘“ns&pmibcmbn tradecft" fdl"h‘lul,a is ' dedticed which gives
gE Tak adjustinent fequired ‘to 'thififitaih ;i:crte::tli:-n to domestic value-
P tanifis are being reduced. This tumns out to be based on EPR changes
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Table 1: NIP for Manufacturing and Subsectors ; 1991 - 1997 &~ 3 B s
Manufscturing = Food Fm:r;gralng ~ L. Bavecages and Tobacoo = Tomile GarmF;nls &
. 7 £ - ! = " = Footwedr =
REER EPA NIP CEPR - T NPT . EPR NP EPR NP
1931 5,42 0.308 0.370 - 0411 . 0478, 0520 0,643 0,244 0,304
1892 106.89 0.370 0,282 0,680 T0.478. 0482 0,395 _ - 0.243 0.162
1993 104.48 0.328 0.271 0488  _0.424 0488 o 0426 T L 0222 C04170
1984 111.28 0,302 0.170 0.429 . £0.284 ~ 0.482 = 0.333 0,222 0,088 -
1895 117.98 0.231 0.043 9,323~ 20121 : 0483 . 0,267 0.133 0.035 =
1696 127.92 0.282 0.002 Q.516 £, ,0.186% 0.264 ~ -0.012 0.138 O e o
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\Wood and = Furnitures un&éFixTwu; g Fapr:r Fobher, Leather = 3 Ghanicals & | ‘I: ;
Waad Products : oy - " 2 anid HJEIFPIEFFIHH ';hernrl:al Products ~°
EPR NIP PR T NPE T ERR. WP “— EPR NP S 7
1991 D204 0280 o 072 U 6333 ~n 04207 - 0.384 0,168 0.242° 2
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1997 0.227 -0.079 c_:u1Era s ;-n 131— £ B.2027 _'~ Uﬂﬁ'& = 0106 01005
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1981 0.131 0.186 T 0:204 0382 = 0,237 0207 - 0083 0.250.
19682 0,153 0.079 0.203 01280 = £0.223 © 20948 - T0A7E T D03
1863 0.164 0.104 - 0196 = 0.145 0.196 Dild7 T TO.188 = BV
1994 0.167 0048 0180 . O0E9: - 0.184 0,046 : 0148 0.080 . :.
1005 0.119 0,061 0B o 08210 ¢ 0113 0066 = 20403 _I&I:}.EE-‘
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Tahle 2

Exchange Rate Level for Pre-Devaluation 1997
Required to Compensate Manufacturing for

Tariff Reductions sines 1991,

ER LEVEL
ERPs AERPs REQUIRED
Sectors 1991 1997 1+ ERPYT PRE-DEV. “97
Manufacturing 3464 | 2564 6.7 2932
1. Food Processing 44.65 4599 09 2723
2. Bev and Tobacco 47.06 2278 132 31.10
3. Text., Gar, Footwear 23.73 8.54 123 0.8

4. Wood & Woods Prods. 1872 2270 L] 26.55
5. Fumiture & Fix, 26.68 15.81 B6 29.54
6. Paper, Rubber, Leather 31.44 20.17 8.6 30.23
7. Chemicals 2254 11.52 10.0 33.08
8. MNon Metallic Min. 32.79 5.75 204 3308
9. Basic Metals 1933 14.03 4.6 2874
10. Machinery 23.95 10.84 10.6 30.39
11, Misce Man, 15.54 10.39 71 2943




