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ARSTRACT

Thfg paper describes *he evolution of ind
policy ard develcpment in each of the ASEAN O [
indicating also the genaral thrusts of re @muul
pramobion policies in the region. Bqn:-m@do Folitcies
form & part, and in the context of REEAN countries a
major part, of the owverall policy % affacting Lhe

FI-EI-'I-'I:I:I.'.I'IMI:E of manufecturing io

HICe, giv I#ing protectionisa in the induatrialized
countrl The pipar énds with some general remarks oo

t through trad= in manufacturcs among the NICs

"Aear-KICs " {including the ASEAM penmtries) under

eveohatraint of cintinuing restrictions im =coess to

fhdnatvinlized country meskets,
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INDIFSTRILAL POLICY AND DEVELOPHENRT

IH THE ASTAX COENTRIES
1. " Incresdection @

&
Economic growth of the ASEA U@ti in the l1ast
1wn décades hes been very lmpress , Table 1), especially

Fomeo M, Bavtista®

crmaddering the incceased insca f tho world aconcmy

during the 19708, The rang sge snpusl GNP growth
retez of 6.2% to B.4% for %%iﬂn during 1970-1% compares

contribuclion of 1

% vy to BOP has increased signdfilcantly

for each of the ountries.

I ir cment the ASEAN economies ate In che

avaloping countrics more or lese following the
owth path of the advansed developing countries--
led HICa [newly industrislizing commtrisa). Indéod
cally mosc advanced ASENR mecher, Singapore, is

the Asian HICs-- which slsao Include Poogkong,

ﬂm, and Boech Koren {frcm hereon, to he referved Co

¥Professor of Econocmice, University of the Philippiows,
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3iply az Horez). Decsuse rheseé comrries are =

the world's fastes: growing economies and, in don t to

che resmeee-tich ASEAN countries (except S el , ATre
poorly sndowed with natural rescuvess . develop-
ments in these twoe groups of economies w ve increasingly
glpnificane effects sn each other's performanca,

comflice, Because Eorea ia the at of the Asiam HICs,

particulay Inrterest utr_t-r_h- examination of ASESAN

presenting possibilicies EMEI@ aoperation and

countries! econpmic vglak th Kores.

The obieckti & pregent stody is two=fold:
(1) £o deseribe che of Industrial policies and
jacterns of indu L growth in the ASEAN countries, and o
dre aooe 4 rhe industrialization experisnce of
Kores: and Qlu:.-1.|:|.|:l'_'|.'|-|= tha potantial complementarities
in the fn ral developmene of ASEAN and the Ahsian WICs,
agaizn parcicular arcencion ©o the Eorean case, In
REr 1 of chis papes, the ewolution of Indusrrial

and development in cach of the ASEAN countries 1s
k zed, fndicaring £lso che general chrusts of rocent
&
A :zirial presocieon policies in the zegion. Because crade

pilicies form a pere, zod io the contexc of rhe AZEAH

coenrTries a major part, of the eversll policy climace




affecting the pecfczmance of matmfacturing indostcics, &
discussion of indugceinl pelicy inmvitably includos tf
Locancive efiects of foredizn trade Tegimes adopted @rmn
3 gtukes un soke Crade-related ; Epectts of ASEAN ,@,ﬂ.ul

policy and developimnt, including the growth of .3<'->*_|:|I:|1-L: of

Labor=intonsive mennfrctures, the cocen
of prdeessed privary products,
coopar&tion. The cdiseussion chen shi
the Horean loduerrializacion exp
lggsons are dravn Chat could
countoy policemakers, This
in rhe copcludinp Seceion F.EF..L:I-..'.I.]. areaf for indeaczial
complesencaricy ond teg anzlion berwern the ASEAH

comeries and che fizd

3 HQ given the rising procecclionism
In'the industzialis mmtrices. The paper ends wich zome

pereacal Tk

poaazibilicies for promoting muteally

bepgficial de o= chrough trade in mamulactures amensg
Lhe HICa a @ “moer-UTos" insluding the ASEAN coungx fex)
Eraine of continging restrictions 1n access To

med  cownt ry- markets
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7. ASEAN Imdusrrisl Policies and Ferformance

= Higstorically, as the ASEAN coumtries (excep
wore formerly colonies of Westewn powers, their
brizre indepondence were very much integrated e of the,
colonizing counteies. Suhssquent efforts o
14 rarion wire motivaced by the desire to diversify the econcmy
from am. mverrelisnce @ primeary produ n the case of

raily, to Tedirect

from the poals of

- éﬁ: eonconicant desize for
industrislization straCegy
at leasrc Indrially. As will

¢ far differences inm rha current state af their

LY

develeopment .= It is perhaps mot a coincidence

Lessnd op Horld Badk dote, mamufaeturing walus added

ar -:.ngitn {in '!I 75 0.5, dollave) in 1574 in E.:{:ﬁ‘ Ire wWas
Jwout 29, 6, 7 snd 4 times those of Tndomesin, land, the

i lippines and Moloyela {=£. Table 1).
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that the two ASEAN ¢cowmtries which were sarliest to adopt

2 iiberzl forelgn trade regine (Singepore and Malaysia)

g Ehe hlighest per sapita manufaenis itinz valoe added. -
fermmeoet moat. of che Laat two decndes, Che level ED-
frow foreign comparftisom meenrded -.‘Il:-ﬂ.Ei u.:tr_'.-

=il DEELL 1':'“';.]:: En r_i'"'!ﬂ.l'- Ceil |":'::|Et1-j_a:l_

In recent yeaws, as parc of ASEAN cﬂggigiik I=EpOnSE
to Che dramncie Jevelopoagics 0 tho werl duy ing the
EWI0a, industrial salicy edjustugn:rﬁggégggglmtd OECEs SRy
that would help dfustain rapid cc h in the face

=f conriatally shangicg oDRTaweE e externel economic

covironment .  Even bWofere che snade drew to & clpope,

Clezz wary developassts rip
2rerth of world erade chy
period. The 1973-74 ofl
Fluclem of the induperiaYiesd goontrics hod interruptad Ehe
drvelogment and export growth of r.I-;e

imprezsive indiear

ACELH countrle apite the entuing vpsurpe of protesrionlsc

ansion Of ASEAN councries' maoofrendrsd -
Lo nave beenm reztered hy 1976-77.  Bopes
Erawch howerer were s5on dashed gs the msmal
azadn turged adwerss, Ths 1979-84 oil prive

cosurpance of fnflarion in 1079 and TREnD,

Jizh -prowih of fndusorial ECOTUHNY e wdmen EFOR0. e
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thie incenaificatrion of procecricnism in developed country
i rarkots meant, o cha ASEAN conntries (and Inde t

Joveloping countries), a mow ound of adjus 3

"Taduptrial restructuring” bhas taken TIES EmOTLE
FhE ASFAR commttiss. Fer one ching che ed price of
cil has raised diffarent policy come or ofl-anporting
and o01l-importing ASEAN countries, deneaia e=pecially
{less mo for HMalavaia), an Imp ongideration ig how T2
rrovide adoquarts 1:1:4::11"11'-: -nil production and exporis;

giaeli o diversificatior i deSemed ms=enfial In ARy succeasful

altuatieent To 8 dynaglc 4—&-1‘1 foture. For the Fhilippines

ast Thailand, bkoth h spendent on dmparted nll-li.u'_'n:l: a5 of
tosis pnergy Tedui . the ipcreased ¢ost of oll has
e moTE Urgent 1l to earn and szve foreipn exchange

aflipisnrly gl eupors oxpanston end import substitutiom,

Poltdps afd

these to comEriss howe heor directed at

saiac ing imparl; fequiremenes of dom-atis produsrtion amid
T imports by dowestically-pyoduced mmbaritutes.

recopnicrion aleo that, while it is more difficult

" Hiass Ampnerent o500 wp,  In the ‘case of Siogpapoks;
viasrakrial restroctoring-- =fter the phensmonsl anacess En

Lol o c-intensive esport mubmfictuzes-- called four the oriem-



tacian of investnert and production activitiaes toward high

- =kills and techoolegy chaot would enable the popularlon t

usfain wiFh Iveome prowth. <::j>

The for resvzcce-rich ASEAM countrics have @E begun

to actively encourage che development of

The underlving motdwvacion for chiz seems
sourced, Che (£ the perception ol nmatur omparative
oyvantage vis-a—vis foreign suppliers o ;
based industrics. YTho other res <::Q the establiskment
ol tmeid Indiiseries is regarde Hif;ﬁigiﬁnl ta the balanced

develgpment of the wapufactur tor, mot only producing

Finighed goods but also provi the "basie fndearrial ;
infrastructure”™, vhish is ived ro be necmssRry. Elven
Lis Incraasing onoer cal Eigg} t+he international econooy.

ndonesia 165 the largesrt

i hE. Also has - the

=iy} Ita Fressnt

SGica GHI.  foce Tahle 3
> Andustrial Yoeveloprent preds o e viewad in
S CUUNEYY & econdnic skagnaflon in the 19508 and

1 part or the 196z, whith hegan to be vaversed

<§{§§§§g_ zEter tha Sthivis goveroent onms fo powsr in FEGE.
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Under the THew (rder™ the ecotiomy's Infrastructure,
AECeT years of neglect wax rehabilitated, particuls
che Cranspars, power and commumicaticns sectors. B
were successfully implemented to reduce the coun
traditionally high inflarion rate., Goverrmen of

privata sector zctivity was veduced and

et privace entarprise were restored ‘

(P aaus, '.1.5411}, at the same titme rhat 7E ation of the

The 1967 Forelgn Iovesceent Law previded generoue fiscal
Ircencives, and access o
goods wvere made eagier 0 both foreign and domectie Eirma

by 8 to=a liberal trade

The lawmnching ealiga T (First Plan, 1969-T&)
Pmarked 4 Tening atlin
areraze anrmal increace of 7.6% during the periad 1570=79

Res about do the 1560-69 fignre. Even more impressive

sian ecooomic growth. The

Ems the grow £ the indoetrial secrar, which registared an
e 1 rate of 11.37 in the sevenries, As bkas heen
ed by Poot {1981), fmporc subscitution was the majer

RO [0
eiaily in food processing, vhest fiour, textiles paner

forkilizers: on the ather lond demestic demsnd sxpansion
%



wid the important sourga of growth io other food produects.
cigarofles, Cran iyt equipment, wood producce, chamica
and mecal produocts. Schsegquently, dmport :L:h:.ric:;:i-:@
appeared bo have slackened (Anwar, 1980); =lthough Q
mangfaccured Ltens, particularlyv wood producte, ra@rqd
vigorous eXport growth In the second half of ékl::l.t'lu.
refmatic demand expansicon was clesrly che -u. T adurce of

indostrial growth durice that period.

As showm 11 Table 2, food, @ and. tabacca

wcadunited for para chap ooe=haif acturing value added
in Inslofesia in 1973 ghapicoalds |:|.r- = ind tubh&T  #nd

alistie preoditces (®itcibuted ome=Tifth, while the share

gl tertlles, claotiizg and

et was L1T, By 1979 the

eMItTElLniElon o che Sic hed decifred o one-thivd
5 dominent, whilas tom chizd
caup Epgathor wir Freducts, machipary and rangport

=i - —
il preeni

.__:.-;.'.'.f:‘:f'-. i

dinnk oy Banrd (AKEM) 42 che

o r_lr 'r-\-'l--' 4”' I-| s N " o I‘ i —

JelRy Sorelml iavaitmant amG dosmestic
ry Ansenblved asodrding to m

davalls b cho-Bagpd. The

Labiml proejacts inolode corry=

yazrs, actteirvated depreciaticn
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TAFLE = [HIEFSLA: CMPOSTITION OF HEMFACTUHING
WAllE ATCED - 1977 and 1975
in par cent)

La7

beverapes end Cobacoo 356

» cloching and footweay x - 154

arx Frrnd e 4 6

Paper, printing and gubiishing : ! 3.5
Coempicaly, posroloam, nibbge 1;-.1

prodisces 174

HorFnerat T4y gdmeral pmodar B8

Erric mecals 13

Metal poodacts, macts
equipesnt 6.8 '
Ether pemslernres © 1.0 0.3
TOEAT, 10,0

1000

Ton m—

e 3B an Vope (18059 Skatiocik Il 1020
o Fisar SeeTinrti D Indesneaia) .
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to a maxinum of 2595, ewemprion from dividand ras, fnvestment
allowance of 20% for four years, and exsmption from propert
tax and some fegs. For new proleccs the following addic
£ircal dpcentives are offesed: (1} exemprions frem iqgisz
duties and westriciions on imporred rrehinery and o

materials; {2 exsopiien from the carvarate Incoma @

iividend coy and company tax on celmvesthonrs <>Tn-:-szl:

filvie yedrs. BEPH incentives have basn juip§§<E§> we & capital
cheapentng effect, serving to promote L:L:._-:_l-.:, capital=
intencive industries (Poot, 1981): tope ith a highls

protactive teriff srructures! and asa Teasingly overvalued

%ﬁ&luriun i lare 15783,

@ the development of
igh-growth epoct sector,

doeastie currency foneil Che
|

Chey pregented severs bisses aj

Labor-focengive indiscrias

Thie oll boom spinos

(il -in cocal exports fed ‘gb=<iﬁ TO0%, bad adversely affected
inclomesia's mannfas:-
indugtiies, ‘giv
Aecant policy ments have been aimed at redusing  dapsodence

ile waintaining high prowrh, Todustriasl .

T e —

The 1973 tariff veferm, which extonalvely revizad

Fyotom Bnd slvpiified ics administratior, even
n higher effeccive procescion rates to seweral
oods EndusBrier (of, Poor 15813,




e slower expansion of domestic depand dus ©0 efpated
fdecline in LHF prowtl rates smd rtedueed on iea for
fdmpors gubsclitucion in the condng pm;.a@ sxpansion in
pnfacturineg in tamn would cootribue tantially to

iploymenc genaration, whieh ig an palicy comcern

Indenesia., @
SGme pradoct catezor Elg.a_.r_l-_ur.nd eXports copgi-

ed B0 hold great progice =5 (1) processed wiod products

Irding sawn cimber d, weneer and moldings; {2 minercal-

ars of debate, poorcing of losg i being

.

i &omp lete Ban de scheduled to taks affect in

in pzport proceeds from lozs and Go Che came cime pravide

£loral enployment amt carsfoss fo Indonesisg wvorks=rs.



& m=ber of Leavy industry projecrs have heen fdentified
fox puolic investment, some alr=ady being constructed, T

include the 32 billion aluminom smoelter project in Mortl

Junatra wirh en infrial peeduccion capacity of 75 000
toms, & 5900 million alesing plase im the bmit&-@

Island which would gspply the alumiswun smelter 430,

“tecl to prodeuce colé-rolled ateel st @ BENT [2 Teplace

inpotvid. AMDng orher larpe scala i Tial projects to he
Implemented fn che oear Futore <g>ﬁne nillicn=Lon capacity
cement planc, two gres fsrril pakofe, a §L.7 billion olefin
center and 4 M, 0O0-tm na plant .

The conpeticivegess ndofesian expores of labor-

intensive manufactor (Processad food products, which

inffered ‘as & resd the ol boon, appasred ro bBave been

mea Y Tprohes 8 Tazge doveluseion of che supiah in

Lave 1978 (o, Paagw, 1931% and the sizphe Dot suscained

ginsr the 0.5, dallsr =doca |_-5,|'|'l_|_-_.- Decenber oF
2 maler el litorali=ation effoxt and other

stion measores, 1n3lelMing droroversore in infrg-

e Tapor skilln, ree Hdelv eonsidared o he
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neceazary for boosting the lopger temm proapects af

" manufactured #XpoOrTs

The latest World Baolk apmual sendy of € exidn

scontaly s reported to gharo tha view of pechnocracs

"that current difficulries, resalring most ianrely from

&
world receseion and the oil gluc, m@e &0 ungxpected

spporfumicy to carry through some o more paintful adjusc-
ments such &3 ifmproving tax collé =|:|.|:1 removing ecbeidien.”

For the longer term, tha polipcy sCments inmvolwve: & change

of expores: Improving Che tment and regulacory cnVioon:.
pant; vatsing the offi @ of financiel intermedistion; and

adjuscing of dooes Aces to reflect seonomic costs,

The packige o licy measures recently adopred is
degigned to in e the eemperitivensss of Indomesilan product
t¥. This incloded cheaper export creslibs, export
Acie, relsgatbion of some Eoraipn exchanre contzols
rt charges. AZas & par:c of the package 1a the

zial epontev-succhnse trade policy uwbich requires

O Companies winn.ng povorrment-sponsored ConrTAcTHE L0
1<§' hack Indencaian zoods other thon oil and gas equivalent
%

4. walue to the equippon: ond escerlals they bring inte the

T e e ———

yq-unt_zc‘. from thee Far EasCarn Boongmic Pewiew, Jone
OBE d=mpe. p. XYM

10 s



SOERLYY L The porernment 1a alza considering the establish-
it of axmott pro@otion centers abroad and Ehe creation

tzadine companis=: . Pimally, the need is also secogai=

fory groater efferc in teproving porcs and ehippiog &4,
export Earketing aod gualicy control, and dincenti all

gstages of produstlon of a¥port goods.

"
2.2  HMalayeia \

In Halayaise, conscicus Effl::L@- gowernment £o
promote dndustrializacion E::BTEEﬁ%&j ndependénice with
vhe Incroduction of the Plone Igﬁha;riea Urdinance in 1953.
It provided incent ives to £1 h plomeer statis, sxempoing

them Crom che &0% company tax, among other Liscal

ineantives, and prowidir iciex for infrasrmetura

services swock as icityy water and pranaport in industrial
e3CATNS. ploygian-Industrial Development Finahce Barhad
was created it Ak e6 - ewrend medivm and long-tomm loanc  amd-

cecimicat & 3 ce o mamifactering eaterp¥ledss, AOd A0

v paral ety propted | e TEELOR
1 et i T - o o W L e | B T
ehoinn of hoCiraco mactroscs anad tooAn ancifielsl
ool Foredpn ins ot Fugh Ro - ezpital’ eqeipment,
pleed, Lotever, ch penelic ol o counter-
palice e Tamd: tht Tatue of sxpeocd 1inked
~EpIMSOTE =% Ehrn 35 0f Indonestis B

L}
oy e S

A |
-
o

[=1
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1965 tha Federsl Industrial Development ﬂthﬂfifﬁ'y*ﬂ R -
lished o oversee the country's industrializetion 3

valayeian Gnsufscturing developed at o fa
From 1959 to L1968 under a sysrem of modest E! protecCion
asid 1ibarel inwvestmentk insentives: The & armusl growth

rate of real wvalue added in the entirve ufacturing sector

& underscandably
ble 3 ghows a signi-
ture-based procedsing

waz LTE, while thaetr of pioméer oOm

more impressive at 58% (Lim, 1931
aciivities, while the aeac ez, sspecially those

producing intermediate 5& taent goods such as chemicals.
notmerallic mineral p . bagic metal products, machinery

S amd cransport . equie parently grew such faster and

substantially inc their conrribucion to total marm-

. facturinog aubp

&
In 196 Investment Incentives Aot was pagsed which

erhadad rhe 1952 ordinance, making important
conamis ticentives and coverape of firmes beyond
iming piconesr status; in partiedlar export-orienfac

g8 were accorded specific benefics. Among other

slovgla, and a Mational Exrport Adwizery Counpil and am

T
1‘-"!.:-:&1' ronsmed che Malsyeplan Imdystrial Develoament
Echoricy (MIDA)




frammanl BN st S

TATE 3= MEATOYA: FOSITION F MUEFACTIF DG
WLLE ROPED, 1959, 19pE 25D 1980
'in pEC CROC)

Frocescing of eat te-bype

agricultural proccta 5.4 E

. } 8.4
Food, beveroasgs & bobanoo _u& 23 )

Textiden, clovhing amd

i-:'.-l'.-‘_'.-.'_'-.":' o y 2.9 o
bood ared furndines v 13.0

15.0

o

Coemdeals  petrolewm, . oibh,
| pils 1:.5 17.G 11D

3.2 8.3 6.4

= 3 12.4,




- SUPOTE ingorance E7ECAM TR créarad Co aagist wEp
" dewelopsent.

Subsequent oraErrisl grovch was Tapid

gutput hovics exvsoded mora than thres-fol

apd 1980, Ar glown fn Table 3 textiles an

&
trapsport ediglpment and machineTy a:@:mr_i:l gAlnE
in thedr concrifution o total mac ring produccion,
These industriss alio accounted £ increasing proporcion

of Malaysia's maruficmeroed 1'| Ehe 1970s {(see below).

Tha graoting of ' -iu.-..-y eatues" remaine rhe most
fxportant and Sregis Ty en incentives to MIDA-spproved
_ Upin approval under the picthesr

cemnbed fram stTmony tan (407 on

eraizors  (Lim et 11'. :

vooss dependiny on the anowmr Invasted:

randeA Ty popaxcleyn of  theed vears —- ome

F eha fallasring conditions: (1) the

'l_.'l!"I:Iﬂ'JfEﬂ“] arcl ::" Lo soutaat meats certain domestic
A LR RS ok

tho Tnemek=epk Tat Crorfts frpzariye 1o preanced to
S Firme vt gadoying ofaricy soores, Toz cradle is

en of an-spoved feafoet e o, B9 oF tho total capital eost,



|
ST .

(iiven abowve) that the firm L& able to satisfy., Addict
export firme benefit from accelerated depreciation allows
relisf from income tax including payroll taxr and ix

al louanmee s,

A third form of fiscal incencives is rn%z@ Btilg-
zation Bplief, which is attraccive co Fiems Wilow capiral-
labor ratios, This iz sinilar to pilonear <>: except Chat

the pericod of oxemprion from the COERE 1a based oo the

mmber pf full-Cime paid EEPEnFﬂDﬁrQi%E&b

employing from 51-ta L) workers (A Séare for arplovment sizs

yvears Sor £9rms

of 101-3200, & wears for 201-350 years- for mere than

351 worke=a._

Ochar fliscal bopnefit Inde taz-free imporcacion of

machinery, equipment ; fgﬂtrigl rawW mirerials required

o make tha projoc pasabional | snd teviff protection To

immott-gubstitusing inouskries

Stalning dncentives, The role of

FTARST nz oHEGrTE Is alss Eroortant i the
EdhiT r=gii | E ey

& i = -
catad Industrics. g =FEn T

*

- speciflenlly fou exporc-

=ap Jlectranics oxpore
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in the secondl balf of the 19708, ITr has been shosmn,

&r, chat thee g a redundsmey of ipcentives £
P indostyies cotnying to the domestic market s

FEiving Substauntial procection (Teh, 1977).

The d4isiniahing labor sorplus in maj trial aress

mide the active encouragesent of la Eanaive M&nb-
d exports [s.x.,. eloctronic p% less compelling,

2k incentive: are helng prnvi@w incrasse the
Elon of diepersal to new n@ lower wage costa.
Einaing souece of disap amang Malayaiam

fals ix the Joxr ml%d in thesa export indusrries,
e of the heavy :e@ imported inputs (abour 607
#ales value in the g ics Industry) mmd asscciaced

g illaries and disseminarion of

resooren-iased Indecerizl projecce, perei-
prosessing of cocos, pelm od1 =nd orade petro-
B ot wall as dn tae £osescrees of vurthler and wood-based

ebs for Lath exmars ' Fros cormzntion,  Tie nmber



af repource-based industrinl projects licensed by the
Helaysian Indunscrial Develospsent -Authority  had

lncreased feom 493 i3 LO9TE-75 ko €85 in 1936-80: of the

iztter, 139 were approsed in 1980 dnvelving & cotal i

ment of M3696 milline, @
The "hew dimension™ which recent industeis] I-"ﬁ'%':}' io

Malapsia has sdded coneerns "the promotion ;@ﬂn: It

ted -dn the Plan

beavy Industries," ard the objective is "to then the

at. " Tha

marelactuce of caplital poods 13 sxplicit
as the next phase of [ndustrialisz '.i-.? ¢ Malavain will
STer -afd chis 1s consldaped &0
Fubstitution wave'. f¢llowding t]

ETLan apporfimities o Gl mey pradds  sechog,

To indtiace, p:

ot and mansge Besvy industry

projects, ohe omsvermnn =blighed rha ey Tndiarriec

HCONY P 1080 wHeh an initial

!

1ica vader rhe Fouzth Molavais Plan

grporation of Mal
mevweEnl prejects Loy gredy and evalsation
0ble, w211 e impletented durine ERa Bl
profecis 2raa've aowlde range of prodeces

e | o . -
SV EIILenmineaTiNE,  tronapart
nd maciiinary, Brilding aacorials.

rrarlismical prodisre
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A broad-zanging teview of the strocrure of industrial

dacentives fn Malavels, including incentives for v A

ddapersal, rtapid tidlaenlopy cransiar and upgradi LAabox

ekille, ig deing conihmeted by o govermMMenc SOOm
Changes bo' be made wiil “reflect the Wiﬂit@f Industrial

development” In Cie 15300, Additinnallr;ggﬁbﬁg?HMEﬂtl in

the pdministretive nachinéry for prat Entives and

p:'n-l:m;-::-i.-.-.n ara Bein: comsideved tha phift the system
away from the case<hp-base appr streaml ire adminis-
tracive procedires.

Malavsian induut?1§§§§§i1fy for the 1980z seeks to
‘accelerite growtk o the ] tuving as=ctor and Lo gChiewve

pnopic Policy (HEF). Tha HEP

Ebe obhjeccivas af bra Mg

& inceodveed dp 1€ @

metion," Accordingly, grastor hmkbputTa

4 radreaos the ecopo@mic lmoalaoce

T Niminate the identificarion of

Nearrisigation 0 industries is being encguraged
the WP's marpaes, sspecially wich respect to
rehip, émlayment, Gistedbycion of goods produced
£ prafessiong? sorvicns in the menofacturing sector,

Gios s atEa S T T iR Tlega TR
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punaE Cher ABESAM oinintrien,. the Philippioes has
L3 encoorags 1,@\\.}“' Al
i lopment, . Ipect suhatitoaticn g am 1 ,..,._:.,ﬁ\zu

tratepyr, sterbad dn 1949 GEen, comtrolo cn ":"'-r_-:-_a\bd/fnr-:..gr

-.lﬁéé///j 0 ERVars

ance of pavwests problex. What =mg |//}{\\
i turh om Ehe consumpoion of lose %{1// BOrE8 4000
becane a pronefbive device oo FTr.F'J?.ﬁ,-?@JG"t"GE L thair

SUNSCLTHCéR Tasdntrol 2 in the sarly 1960s
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stizulating iowessment, based on the Invesiment. Incentives

g of 10£5 . The Board of Investoents (BOE) wes oTem

forebes encerprisce In accordance with such

The banefifs to BOI1-regiastered Flrms ine 4 pach capltal-

:'.'::.:u_u-:l:l_'i.ng incenrives as: (1) tax e:&&k o iamerted
3 he darce of

'gEpiCal equipmenc Wwithin BeVan yaar x

reristration of fre enterpriss; g¢redic oo domestic

capliinl equipsenc eguivalent af customs ducies and
CoOressdl foy tax Coat would hgﬁ Fsan pald on impoarts af

gch i tome; (1) ecoelerazss recliacion allowancas, @4 a

gdecuccion of taxahlie permiteing Fixed geants o be
devreciated up by o fazt =2 tha normal xoce 1f
erncctod Life da Nk yeary or lessa or dopreeiited over at

st 5 years J wered 1ife e move rhan 10 vears; (%)

@ pangien fainvesimont to the extent of 25
asg of woo=pionegr projects and 50 to 100%

of placear projécts: aad {53 prafersnce In grant

\

En.:]-...]-. accesr to low incecest credic,
<>

rl:m-er_. loan:  permitcing POI-reglistered firms to hawa

Thers 18 one fncentive provision thaot zppears- té

Labdr samplovment, nemely, Che dedocrion from faxable

of rme-half af che crpensas o Laboy trabiisg (hat

Lzl he PhiTl

Bobedl: i Foonmrhs Tibe
mh:i_ﬂh'

> 0 ]
u:-“'!'l gg @ 1



aar axceading 10T of direct laboy wage). Bur riils would j/
in sases whare the labor skill accouived cary -

ar, Tatrher than be coaplementary I:-.- capi x

sarvices [(Baueist i, 1981).

ba Erue onls

i;
g
=
ik
i
=
[
-
Lo W

acher henelics afforded BOI-repiztesad ante /"/-'25
pelaca leas direcrly o the relacivi CoOSEIRE L §->|'-E'IE-
The fcllowing additionsl incencives seem T L with Tespact

o facoor use: {1} dedoction from Eaxak imcoms of all

arganizaciongl anc pre-operacing expet i} (1) Jeduttion of
net onecating loss incurred in any e Firer 1% vears of
cperacione: {3Y exe=mption frp lyi'l'lf erhxl Ttames, except
Encome Tax, [0 4 diminishing c pwver Clme; and (4

far pioneser enterprises, perative tariff protection

ap to 50% of the dutlable pe of isported Ltema similar

(o Chaag DIDE [
the sconomy waa &gain fscing
preciciteced by che need t
. fereign coadit which bhed ficancéd Che
nf the wecond kalf of cthe dacade. The peso
Fehiuary 149740, the. aXchatde Lahe BOTINE from
ﬁ@-l.,:l' [~ T E ek ET V.3, dallas by CEg and of the
Tiee Export. Focentivae fcooff 1073 Cecognized Tha

acient locol “mductelsg tpwarid bhoe geoort marliek ond

o aofpand EnErecic bopnl mempfeaturad aypnero in order- to
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covmtar the cconony's chromic balapes of paymencs diffiewlries.
The new incentives provided for the first time a dizect
incencive to emplcyment throogh a wage sabsldy & o che
labor cost in che manufactures of exporis {not t eed
25% of che export revenue generzted)., The =) jprincipal

export incencive —- a Fax eredir aqual cooche guiled, compen-
@plhu and

sation, and speciiic taxes and dutiﬁx
» materials used in che msmsfactore t= for export ==
wns neatral with reapesr o feer :

The de fasfe dﬂﬂiu&t&%? e domestic currency

accompanied by discerimdna stzbilization meaxsures™
faver g nomeradiconel ETHFEG]) Ei"l:pl'.'ll'tﬁil'r and tha
enactient of the Exp rities Act significancly
ioproved the 1nc=:.‘.QTur_nuru for mammfactured =xpotTs.
riCalan sdopred in 1lne with axport
legment, including the =atabllshmeant of

Beveral meaduira
finfrastracte

I alng zone and @ soverpment tridisg corpo-

LD Estpiri

pation ch\@etve as the central clearing houge for bolk

i=d Finahcing, and efforres ar simplifyviog cxport

i

'£§§§\ Eatiga and frocaapsas,

N O My Floaciae of the Fhilipploe peso Tesilied io an
gexchenge vare chang: frem 3.0 to &.4 pesos per U5, dallar
ichin cha vesr. Efprzbaras of treditional exporc products,
hewever, were required Lo comvert A0% of their foraign
Brchunge earaings at the wld race; this dusl excisbpe rate
Erraszement wacs lator replzoed Dy tazer on cradibticmal
BEporks at rates raaglens fro= & to LUL 28 valoreni.
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The remarkable response of masufactured =xports,
which expandesd At an awerage annoal TeEEe of 2 SO0E, (in
curpent U5, dolliae prices) during 1970-73, : the
sEimmiuy Ffor the acesleration of mmufa.::l:ur@mrth

(from 3,75 in 176% bo 14 8% in 1973) be ng intarrupled

by adverse axterni] conditions in 1974 d 1575 {ef. Bauclsra,
Fower and Associaces, 1979; p. 26) @w

recovery vas

underway in Che following whars, rfactoring sector
gErowing at a 6.2% aamial gvera & 1975-80.
The policy hias 3o £ and 1960s toward Imporo-

substitucing Indaserdes 1'511--:.:4-:1 in the changing compo-
#ition ¢f mapufactoring added, AR may be discerned

from Table 4, such fod & Aig tenCiles, paper oroducts,

plascic products, ﬂ@ e appliances and transport e Ipment
expacded relarci

Thece products were mainly
Iepore-Teplact arzer goods. In the 1970s, rising exporce
of ecloching SootMar, electronic products, sutomaCive
parcs and als voabied the indugcrles produciog such
orodoee nevasee thelt shere in manofactoriog value added.
cent efforty af fadostrial vestructering in. che
Tn@&muu aimg Privarily to fop=gwn I:!x.-: coum ey’ s menu-

g capabilicy i teedvidicg o bygedsr zod more CompE

e export base, aad o gronolc “ohE dsunlomuent of an
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TAKE L. PHOLIFFDES: COHEOEITION OF MARIEACTICG
TAIIE ATOED, 1048, 1959, 1971 =t 1580

(in per cent

@?1 15E)

@Q 3.6 182

E\ ) 6.6
@ P

‘ 5.4 3.0

5.2 &7

12.9 1s.9 16

A.5 5.4 ]

5.5 2id 6.6

1.4 0.5 j B

3.5 51 ¥.0

L Pk b &

1.1 g £l

1000 1000 104D




tolsg ard, The govertmdar basx recently adopred mafor pollcy

chenpes welacins to; (1) tariffs and lmport Lir&thrilﬁ%éiifb
export proooricn: (3) dmvestoent incentiirgg and hmn%;%§%%§§1uﬂl
fae

o
} implemenitacf \\géy

“major indosorial mrelects.™ Some of chege pafjéﬁigﬁingui

are being implemented in relation to che indysrrisl structoral
e

(%) Eteiadteial gevichlizsarioo: end-[F

Adjusteént loan (3700 million) granted by
Sentemher 1580 <i?§x

The tariff system. in ths Phil €§§n 5 had heen heavily

e
protactive of degesric indastry, Qigggb

Z I,
o effecrcively diecrinibared K;én expoct-orivatod
T =5

Indirstries which affreeciap ;;E§§§
Er chi Bogaed of ]m:.rsl:.en&[%%%
Feanglt of & cunprct:na:mu\$%

19959-80, Exccutiva

id Bane in

iEe FEFRSLnre

res Franced 11 che 1970s

Wt fnliv arurealise. Az @

pw 0f the tariff syatam duaring

& Bave been isaued callismg for bariff
changes thit i1l &educe’ the overall level of effective
ProtecEion . and
[p— <= 14 L 3 1'r
Tated oY 1% importent industries—" gwer
eprn-an Jammary 1, 1%3k. The peak tariff
bivetries were reduced from 7OT smd 104%

wo stiges on January 1, Bl end Fapwavy 1, 198Z.

B'E the schedule of tariff rires champges for 1981 o
S

= There are: Iopd processing and foad milline. rextiica
P g 1] PR e T § gt | e re
ST vy AEQTOEC DTRCENRECE Poln omd Ealaes dad S b e
ot CEFMIAES add glogs appllamces, eloactzical and cloctronics
“urndtore, froa and steel; machineries and the czapical eogiin-

menc, mtorcycles and bicycles, and wood and wood produces.

i)




1285, che avecage nominsl pootectioh fpr the manu =

gecrar wil! be redeced from 43% to 2B%: conspmeTt

industries face the larpear declin= Im effzﬂ!‘_‘ riff

Fprotection rate— Drx 77T e 35 over tha Q= pericd
Hanrigrs, 1932% To conplegent che tacifs g:..nr:n Program.

gmport lissasine is aisa being :TEK reralized.
I 1979 .=nil cho oarliy pock SR

ivabion of bonded mamiactfuring

Eindmoing Eacikiti E'E',

procediures; and §£) 13

Morgover, Cwelve export processing

riai astotes were planmed oo be

R TonaGilfd SPTange

1-85, in addicien ©o the chres EPZx

ne overall asysteam of investwent incentives
acrEnkly Seing uaderceken wich 8 view ©o veducing dis-
opedons [(which affect Telatiye lahor nae . firm size: snd
p O iocacien of indweb-ies) and impooving resturce al.ocaclonm,
"_15'1:1:' Leaticn of Sodrd of Invescoents procedurcs md
incrafgsced moforses? ivy-in incepcive avweiloent are bhedns

considersd, A sigpdficant step toward proooting oocopetlition
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abor-incensive [rduscriss and enhzoce the esuncey' s
“pechnological capebilicies " Thess projects sxe 1
capical intensive and include the following: ¢ elEer
fpbosphare fercilizer plant, diesel engiose ing,

cment indastry tationalizacion, coco-chem ant, alusinmua
‘smelier, incegreced pulp and peper, Mu”@;ymdl complex,
pEvy engineering industries, dintegra el praoject and
agas distillaty. The first flve h:.-:z proiects are
¥ to be cempleted by mﬂ-d@ the pro&pests of Che
pre are dimmed by problems lancing and commercial
biliey, The alumd Veer ant pecrochemical project,

ently both in tha £ ity study stepe hawve heen
posledped as the ¥ the most difficult profects,”™

A key cOmpor. che prructaral sdjusiment program
the Fhilipp relates o enerpy conservablon, subatitutlon
i resource cpment, ained at zubstantially redocing

CRINLEY

i-dependenca on lmported oil. An Emexgy Frlo-
e kag been develaped Lo emcourage Iodustries,
.-:.I. end other Incentfwes, to phifc te ¢osal and
'n'nnut-:uﬂ- sources of enerpgy and fo invest in the mams-
:_--u' of nocessary eguipment. The Narfseal Enavey Program

O
Bl-86 projects a decline in the share of ifnporced oll in

”fpmr.ed fron che Five-Tear Fhilippine Development Flan,

$8-1952 (Updated Eor 1951 ond 1G9ED).
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Lotal: énergy coaseaprion from @751 pa 45.8% ower the Program

7
parind due to higher conCributione by soal, geotbe ozl Ei&k
hrdroelectoic energy, ‘the program Tequiring awleast r-‘-‘_‘&

D)

13jon at 1981 prices, Fingpcial apsiscanes will 'I'.-E'\\“\\\
O\

N
pravidzad in-parc from che gecond World Tank Etﬂll:T\‘_‘/%\.ll\

- NS

Adjoarment loam  {elsn $200 mdllian) =0 ba I-'.I-"—'-l-i'f;-1 in August

/(/<>

1283 A ERilped Joan.of the. zoee smourit 1 in-}/@.z\ ot igced
-

i mild cdsmanca madnly Energy-calered 1-'//_'_:5;;\"\

f //‘§~‘j

=rrlow a lprss segmont

of the labor force (FPans amd <-'- 1361}, To-cope srith rhe
IR LOFmEnT problom, aewly-clectod sovesnmenl erherked
on - gf Indasrrdaliss,, PLOgIam Himest arC - peneratins Z14

1970, of wbhich 71,008 would ba dizpc=lvy
aactor. Theve was recogniticn thar che
eavket could mot provide a4 lomg-te=m

UEExlel development, Howerer, it was realized

EFpe, wWeER eccasnEy; Irpoct ducden g muotas

crured prodiicta bepan to he trposed 4n IEE0,

& Lo tha covirage to 157 imparrasd itemg by 1565, Euen




o, 1,

eariiar, im 1959, fiscal incentives were made available, im

aocelaovecad depreéciarinon =llowence. Industria

doring 1960-65 was wodest (in parc becaucs o pa—palitical

pneertoiney in the sazily 1960z2), neoufacturing

resl GHP rising E£rom 13,.2%T to 151“.@0
4

“hg tmpore sshaeirerion 4 zation programn
S pove wap 1o the 364-17602, iv che a math of Singapore’s
suparacion fromdalareia, to @:ﬂ*lwhng strategy

camhasiring exporr-<rLeg

iﬂ i rios, Governmeni: policies and

‘.I.:.l gomcentrated om the promotion
pg, the Economic Expeansion

dafer traeture SUPRUE S Gy i
D of laboar-intensiva “nd
Incentives Act of 1 hich modified the 1339 tax incentives
e garved to reorient the incentlve
port industries. These benefire locluded:

Y COE YACS Of approved expozt profits;

to foveigners; (&) doubla faxr deducticos for exportT
ipp expenses; and (5} accelerared depraciacicn allowance.

< Lar=ely due to the "rapid succesd of export industris-

L

fzaticn and mass erplomment presrion” = econowic policy

=" According (o Prog (1992}, Singapora, whose vtnemploy-
ar rare was ovor i0% fn cha parly 1%b0s, reached full
loyment in the ezarly seventies.




ince 1970 had pEaced inercasing cophnsia on industries

requiring Ligher Lgecls of skill

p
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7 2 '\FEL/I’/ viderwent rapid
grfwth sinee che rdd-1960s, feg ¢ f"‘ﬁ iTign to real CDP
i 26 1% An 1584,

/ﬁ\\\mﬁ ptrial produsedian of
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P,._'!' firmn

The manofa., curisig

Inecmaend from 11 97 i

1T80, Dosesric exports
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saoubtediy fovoreble external conditions
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rhe success of Biogapore's ezporc-led induscrizlizacion
stzategy. It also bears emphazis that tha gove F
consistently adopted a liberal policy toward foredgn

investment, promoting actively the pnttitl‘patt@
B =

foreigoners in the sccomomy Ly developlng an i
alimare that allows foreign imcestors to ful 1olt

profic-making oppartonitles, AmOTE "-’Q::Eml'_tiﬂ
Singapore and Malaysia have atizac 1k af direct
foreign Investment ic ths reglom 72T of the averoge
aopual valne of SHSL. 6% bil g 1977-¥9). In Ehe
case of Sinmapore abour 5% o ct e¥port salss in recent
ygars has been contrl kv foredipn Firms.

Table 5 gives & diczacicn of rhe shifts in

Singapore's induat rypecere since 1360, The shaxe of

textile, clot n:% fantuear (which are Labor=-Iintemalye
pradorEfon &¢ 5} in menufacturing valus added 15 seen

Eo bave I ol from 1960 to 1970 Set mat from 1970 ta
comeriboeions of the metal and socd industri=s

tha twe dacades but more rapidly in tha

By 1980 three sajoy Incustrias had eaerped,

J. slactrical maskinery, petrolieum and Lranspori equips
Wi, which tcogether accounted for close to two-thirds of

eniifecruring productics, In view of thé capital intensive
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character of theso industries, cheir employment congilbuation

wazs mch emaller {aboot E5E) .

Ag Indicatcd. abowve, fndusrrial policy TR PO
began to shift b6 the promotiom of higher w trics
in the sarly 1570z, Thic was de-sbphesis s L 1
the mid-1970s in view of the :ecessinn@:ﬂ international
LCATAEY ., In 1979 =ha government :p.-:l.:l ce sty of
measures heralding what has 'I:-|.-|:r. 8 “"Sepond Indpstrial
Rowolution™ (Pang, 1982). @ A -Whgh correcction policy
was inteodeced i om &ffore ore wiges to market levels;

£f wad Falc chec ailficn é;a::iu,mgl Hages Commcil (80WC)

guidelines oo wmge  ing ses’ were relatively medest, effactively

sepnrassing yage. F enconrasing excessive use of lahor
1 - Led oo labar shortages and «Low pion-

(asge wapge Incvedses averaging 201 somwoally

. terogited to forco firms to improve efficieoccy
IC Besg aloo best annoanced chat future sage

%e cipsely ticd o Increases in prodeckiviey.

A setond set of tew induscrial policy mhasyras entalled
wes in lovescrerc incentives apd the Tsorlentation of
nontivaes couard the provatisn of a sore l{aiced nwmber of

pric=ity indvstries; chezp favored Indostries are Ripghly
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Ekill- and capital-intensive, prodeclng technslogieslils fx
aophicticated producre. Some of the' @ products are:
empuCers and perilphezal equipment, J:strmentation
Indnscrial controls, preclioicon mechine togls and ?Fy /J.Zici,
photographic and optical equipment, oll fleld -Equ‘ Bk,
aircrafl cosponents and specizliy indverrial @I‘.‘;’T"@lli_ The
new Investment incentives are degigned to 'I.:ﬂ//:a.piﬂ
techoolopy transfer, aliowing for the feleratad depreciacion
of machinery and equipment for B and @u Lla dedugtion for

i

Er
B oaad I expemditures and writing o imp Fur pAYmEnt s

for panofacturing licenses. %ﬂther hand, Tneiff
protectiom hag beenr removad industries catering

mefnly to che dooedaric ma -« sutomoCive assembly and
other congumer dur -blu—ﬁ}%qg induatries (Airconditiomers,
telewisioma, cefri: sratorsl: this iz atmed at promoting cheir
effiefency oz, in e of Internationally uncoapecicive
induetriss like awms tive azsexbly and related indistrics,
aL phasing oy ACCiviEfes.

ANE]

ponent of Singapore's industrial restructuring
SCEAL hay To do with the expansion of training and edoceaticnsl
tacilitioh for both prospectiva and already eopleved tadustrial

<
brovidioay cooplementary suppert for che upgrading of

-:I Eechoalony o [nd-._-._-l_-:—_.., ianpowar trals g, asphcially

b technical anl professional Eielda, has Becn given
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erphasis since 19749, apd chiz i{s reflested 4n she

incropged anrollments not only in prefasaional ties at
hi Hacional Universaicy of Singapere but als e technical
and vecaclonal gchaiols, and In the estahl of Indoarcial
Eraining contars (sogerizas jointly with Ivpre Indinscyy,
Incernational companies andfor fndue iZed coumtcy govecnr
ments), A naclonal computerizacio ign hasn wlso been
launched adoed at laying £ bage i:i)-he developrient of a
CHupurer-software induscry |;-|;-:|-|_.=,5_.:] Ehe oountry's lomg-
rerm effart to mev: away §§g5t§7pai-1ntﬂngiuu to high-

.:.éf.: Survey of Singapora, 1981},
R

techmology industxy o

2.4 Thailand

i ﬁ%é

the saxly sl + The Firat Developoent Plan (1061-56),

Kodern lizarion in Thailamd begen only in

e vhe tole of industry, was specific in

gity. trenspovtation sod commmication Facilities to
te enterprizec, With the introduction of the Mew
Investment Promoticsm Act 1n 1962, 2 policy of impozt subse-
titution was adopted, relying on protective tarifis and

indivect sobhsidizarion under the industrial promocion echeme.




ments [(FOL) were distinguished. TInduscries classifias

Croup A, Croup B and Group € were glven !'.|]1.ﬂnt-h® :
fne-third exempition, respectivaly, from import Q;bkﬁ\/ &

buginags Cexes on imported raw mererlals and in diace
inputs, Except for gthope In Grouvp €, naarley alllindustrica

incloded in the preastion lise were lomort-oul ztituting,
; A
Industries producicg foz the domestic @-L contimied to be

pramoted yoder the Ei.‘.:.-_:_é__.-"!"-.ﬁ:-":"vu@ (196T=71), which
4

fwever gave IWNpoTCANCE £ inﬂ‘.lﬁ%?%;

naterinLs 4f the svemptions ;:.&eriff and huglness CaAXEs

on Impnried lnputs wore :% oaa-third, affecrively
(

doing away with che |::|—‘./‘ﬁ-=r\\\/./n:=.'n¢|_inn amompg promated

imtusreiss, Q
NS 2

The specifi n of winioue plant sizes in the BOI-

atiliizing Jomgstic

promotion liac Che eatabishoent of large-scale

."_.'.!'ll:fli.l_'..:;,;_- T hd~dy i =]

Which In general were faund tohe moce
awdl irport dependent than smaller-sized
ccehal ond Lochswenchie, 19813}, 45 in The
Thallemd' s manufseturiog {nduarries that
n Far Lihde were unalilo th abeorh much of the

Tplayed and underemplored labor force.




. Eroacer amphasis ob export dndustries. Im 1972 the

Ezometion Act was introduced providing for & J(:\

e

cEhpt Intencives). 4n Export Premorcion Co ci o

import duclas and business cexes on imporeed 4

established in the ssme vear tasked wi m‘@l‘lna'r_mg

Export promotion afforca. The ME:N land begen to
b pifer Fedd doomnr fanilicies with p ential interest
brace Tor coumetcial banks to pr ' rt-term financing

o exporbigrs. Honethaless, vhatiturion policies

(especially cariff tl?ntc%;i\%: siated throogh the decade

gven as manufactured #xD re actively bedng premored.

Average effective prot @- rates hive been observed te be

articularly high sigfber goods, both durable aod non-
Sorable, and sppear to bave increared significantly from

f974 ro 1078 Bank, 1980).

ring valne added in Theilapd pgrew &t an
rate of 11% &t constant prices in ithe 1960s

Hext T¢ domestic demand, imporc suberitueion wan

m scurce of growth in rthe sixties. while cxporc

msion becsme the second most imporrant sousce in the

I!'|I:1EJ.'-: (World Bamk, 19803,
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TAIE 5 - THATLAND. OOFPEOSTIIE OF
FAEACTRDE WELE ATDER, 1962, 1972 16579
Cn per. ook}
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sagr  (Lango 1075

e 354

5 B 15.3
e 10,7 9.0 21,
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o A R e % s A
Tertiles \ 17,
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ool ol ool 4. ¥ *5 .
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Radiver and nubiboy produc e 2.8 3B ¢
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o
o
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tPobroleu, refTnfne acd 5

elomnaralllc Sineral 3.7 S 5.5
ol L8 12

0.5 L4 A

3.3 2.2 L7

i 5.0 1.5

4.3 Gk 3.0

106 ¥ 163,90 1.0

neoy of Tro!lepd (1966 edic*oey) ard Table 5.3 in Horld




s orad ot &an anmuzl Taoe oF 7.6% during the Pilam period
EG oI

16392-86. It include: poiicy afforcs to redoos pre 'r-"[“{&

oo dpmepeie Pndiidory e wln i i [P e 1 i ) w1 - o :u:'n.'//r\
-3 te propote senis al SfeaaeenT of Irtusivy, 'T?k@

s peosgee

vogmarained growch ol fndesirinl investhbesrs l:"' Tt Toward

=l oAt aftistenT UsEn.  ZnEnied  OLIVELETEE L‘-A%K/ELFE": 13

sill e provvided , amcng oThers,

rmi. Sy s E o L R

ipduskrisg]l estates i sddivion
Rl | ] LY MH ARTvas racar
2th the obijcctive 41 refid g
mamafactursd oXnofTs, Eirla n‘-‘ﬁfﬁ\ caxes and teriffs pald on

\\\.\:-ri/ in ‘export produccion hova

:""'"q:l:l"l_".“- a8y oy o o ey e B '..'.f:'/{

authorizing the 3 om of ad valases webates 3y fategory.

SOme BLOTE G towvard the implesescablon ol

zoemprehensive whisk A1l Yownr effcaciye
xratection re=antecitutine Indastries snd TA] e
Appavently lovels ef proateckiss
dun oo governmens aflorce -I_:i,'|

The 3237 Toooactmons Promtion
myestment adciitinooal proametional
ol g ks offaecively Ta=-

wrricn strecopy Jor Thal Induscris-




It is oow widely recopnized chat expansion of sane-
facrured pHports ciuld contribute aisndficantly ot

Eo smployoent creazion {becausa Thai expore indusg

Bead to be welativ:ly lebor-intepsive) Dokt alss a

.

Bl ol acian of the countey™s apvare curprddl Geetuntc doficitx

Bhich fn tbe lagt . ive yoars svecaged B9 than 31 billiem,

dn 5 lopper TEYm conters, st s alap %x Lo promote

poIe :.-Ff: cisnt proouctian S-Tn:-::' hapcan furnre
pdnstcicl prowch, @

Tha develope sne of "h‘i&& aptries," Locleding

on anid steel, fercilizes !—ﬁl ask &nd nevapring, has
peceived ingrpaning att n tegont yaars, especially

af matural gas. To the Hiniatry

ment of hasic indusrries YEprTAsEnts

Mlas the Minlatry of Finance snd the Bmnk of
hawe expres gad. veadiness to assizt in the financing
p industzial sesireta pndnz both domestic ani foreign
oog. 1t appears lilisly : thevefore, that Thal
p< in rhe “hilippine casao, would alss mears aigni-
antly teuwaed fmporc sebatiturien s farernedisie prodects

tha 193ls.



In the fiald of energy, the comtry 5 pot expectoed
to break its dependence on Isported oil during the im&ﬂ\

This is desplire the recent digcoverics

o2

£ natural cae;

productien of which is planned ®3 Tench at least & ‘ iil ion

cubic fect par day in I986, end empanded -:::.:.:]l_.ﬂ-‘-,z:rzl

r'l

of lignifre begimming 1984. For the Flan uﬂr"'n-‘ NE/#H.T_E_IJ:I:

for oll importe is a zero growth Tate

reguire "that domesaric odl price mugt

4:|1 o <‘FIlI.E: would
?2
, n

|.a.'- anid

tealistically adiosted,.™ and thar "ar m!&/ﬁﬂing MEGSITeE
mist be sericusly implemeated,™ Tﬂ\é\\pnj‘_‘ Thailond had

Lot adequately adjosted domes If%
products, alowing dowm conts & elfd

g af refined perraleun

atts atid redictiom of

cthe enargy intensity of the & s economlc strucEurs

(World Bank, 1980). v

>




3. Trade and Industricl Develcpment

3.1 Trade in meanufsctuted products

The digcuscicn in the preceding sectlom o
L cotmerics! {zdusceipl policy and development 3 & Char
syads has hoon an ivporrant el of e @Efiﬂ-i'
Faldien strategy. HRithough the asrly pha f Thelr industrial
ileyglopaent gave exrhasis to the replag of l1apizea,
.I:T'IE naEAH poonCrles OO0GED OF lAacer toward TOre mant-

o domastic market,

farruring fay ewpowrt. Locking

Jingapore and Malaysia qui.|11-:!|.

mamufactured gooads in the ‘@.xtirjs apd late aizcies,

o
n-.-'
pad

te the exporcing of

vasqpeotively., The Fhil gand Thailand began te focus
on exports of wmanufee the esrly 1870a. HWare recemtly,
tha Indonesisn gower has recognized the need to expand

Liéding manufactered exporcs during the

o =

(1478 /79-83/84) awing to the upcercain

non-o0il exrports
ttepelica TIT

PIGEPICLE O prcduckeion and exporte.

ident F-om Tohle 7, chare was rapid goaowth

nulfast=ed a¥pores through the 159704, desploe
conditions (o the wocld i&-.‘-l'-i'l'l-lill:E:F.l'II Marn: factured
‘& werp gimest gnhiced of in the sarly ciztied, cexcopl

Bingrpore (whers alipboly evor one-foucth of total exports

yﬁge Alen Arpawdizx Taklog 12 ta oo



1065 157 aﬁﬁﬁ 1678

L 8, Gerias B Pudes To=ports to-Shyapore.
iale 13 55? aps (150N, Tehkle 17 4n Wrld Denmlopment




A

in 1960 were potéocts of light induatey); by the

covgntleg, mineisctures compriged more than one-
Philispine expores, rmic-foureh of Thailand's
of ¥altawpin'= (Takle B, Tundostsial maxkst

=
weountad o the awerape for 215 of ASEAN

if 1
Paatifcad expprté In 7975.,7Y canging. o L for Indonesla
o A Eor the Mhalilpzn Tzl N hely less than

l|..'i:|:|'.l|: capital sueplus
gl edortond ppEa R e Dut e :@1 3 B 1 4
Thiovs fEe 5o o :‘e;?i%ﬁ in' the coneedicy cosposition

5 {of, korondix Tables la to 1€},

ire Tashlh To LbnaT A akns it may
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imrertl aod chiosicals. AR ko ocher

ree of manelasoured praducts among

Bud =eqinrhalle procfER 10 SXpOrTing

az clecerizal mochinery and tele-

, @By TEnOCES nf mamifactuces is smallesb
Fas mead FTaTiets AL The Eoor Isnorrankt

e ORE eabepuvs,.  Waoufséturaed axports Jf Halarvsia
eyl nfion inalectmonic productz; wood
P PR “mpE, Tae Thoiland, cxnservs of
=ed;, CekEiiey el ervocesscd food hews mrown
Pisisd g g rha. Mad ljw-d gk, Ehe sk ol

b Pt

1% Gt Aha VED  pembries - oot ker 23%
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compartihle vrh nra)
foinsipal awppli

oUoducts

presumibly in che hipk techmolopy field, are &lso eeen in

tha zgble fp accouwe for o major shars of ASEAN isperts in

Bl lare seventica. These swivfactured imports sere gou

fainly from devaloped countcies, the malor ¢conrriburor
mpiog Japan, (3BNY, The Dilced Seates {18%) and ZEC ies
(2de). Inoche PRE ippines and Thailand,  the ohsarwgd cubling

of che fuel share ircm 1960 to 1978 largely reflscc$ the

sotroics for impore il after the drastip price hika 1in

1571-74,

Erofocey pool cavepordicon, roaplital equipment,

Batre increasingly dminated sach 23 1 counzry¥'g 118C of ren

Lazgent imporres {Apnendiz Tabl Za=2a), refleccing 4 heavy

gliance on extarng! courca fe physical capical and

Intermedinte good raguirens E ASEAN's expanding manu-

facturing sdotor. The

(al

ad 0L earlier, opn ewmerping new cofponont of

@rrial polley {except in Singaptnre) iz btha agtive

l--ﬁnﬁﬁr'ﬂnfs CRER0: p, 4l .) llaring
cfucivg ndusteiss by lebor twtensity




= BT -

ancouragement of baalc (heavy, major] indoatriea. £
these industries are pacurel rescurce-basad, amd o
ASEAY countries have umderstmdably viewed the ble
increases in domestis walus added of thelr tre-hasad
products and expansion of processed exports gs—an alditicnal
means of prometing I[ndustrislizatis guld discern
alse from officlal _Erl:lnuunl:ttml:!l-?'—"l lemant of econemic

natiopaliss goeking £4 COTTECT ig/ pereeived ta be an

of the existing Technology could cffset complerely che
country' s ad of already producing the primaxy ov semd-

dity¥. Horeover, the need [0 lmport inter-

g oould reduce significantly rhe net Soreigo
in from euporcing processed rather then primary

Finally, guesrionsz also might arise concerning

L'gs in the Foliowing suotarion: "Only then caa we

take our legitimate place in Che vanks of the newly-induscrialized
countries and thus fulfill the aspirations of develeping nacioae
within the oew cconomic order as promulgated by the Emited
Hations" (Lew Eip Hom, L9581},
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Mot all the bagic industries being promoted im the
ASEAN countrlies as ldentified above are tesooroe-based,

inn some instances vven those of the lacrtese type soal

be Linked. to domestic primary praoductiom (e, g,, 4lum
the planoed aluminum moelver planc of che Philippd
b Isipocred),. Im sach casesn £t is fay from - that the

ASEAN coumrrian will have conparative adva naidering

the large capital regquirements and hiphl 1: 1-intensive

natyre . 0f those imh.erriss. Tiahle le . preduction are
bowtwl o be wvery high relative to the markar in view

of scale economies characteriz industrie=s, in which

case a larpe amgunt would hawve l!-‘.-=.|.=--.1:I:-|:d. For insati-
Cutional amd cconomi: ceascns eting of soch products

abroad may prove to e = ult problem,

Hawing ta prn ba€ic indugtries for the scle purposs

of enguring a bala felofaent of che manafsccuring sector
would seem 4n ec ally untenable position Eor ASEAN
comerises, piw ir hdgh dogroe of opermesa, Tae setting
arge=-gonld projecta producing incernationslly
e inrermedlare prodocts would effectively hindat
stinulate praducticn i dosmaotroan indusicies .
ieproposticrnate anaorg of gesrce imrestnent

end result o Loze Iabor gbsovprion, Overentbosizes




- 3% -

with large-scals, capleal- and energy-intensive industrial

projeces can only lead to fncreased Inefficismcy -

manufactnring assctar, highey prices For indostri &

and Teduced Intermational competitiveness. I@tﬂ also

meke policically more Aifficuls the Tull is ntafitn of
r

crade 1fhordl fzacion plans drevm up as C E:"ll.—gl:l’.'-'lﬂ

&
structoral adjnstment programs in cdrntr-Leds

d.3 AZSEAN esecconomile facperation @

The high degres ﬂf[ﬁf%ié;r of the ASEAH nnuu:::ie:.lJII
sakes chem yolnerable g hy.';_ ieg of Forelgn aarbocs.

Because 9f the uncarta pacts 0f expanded exports To
rECTA-replonal markes; also in view of Che ralati=zely
alow pace and Ins tial achievgmonts thus far of ASEAR

woonomic cooperation, ebere la a4 growing recognition wichip
ASERR in s 2f the peed o dbre ¢losaly intpErage

cthe = aativiciaes af menber .:m_lﬂ-:.tr’f.n-:.EL"r ;

conitflie caks ffequently wmhde for regicmal

AOai@catios ERODE lfr‘:'n':"_:'_.:-i.T'-iL o et -1 | c‘_.q:i.‘.-q:s

o s

& 17 - i

'-"IT-"I!'EI'EEI or OpENbedd on trade STigr —ation, representcad
by tha eaTid of axpofTe &0 CDP in 1979 (ef. Tabla ) above),
ie nleheat for Singépors at 1877 and logyesr for che Thilippines
at 197 whiek g still high by interpacional standards.

: y!ﬂ_hiu cpening statement &t the lost mesting of ASEAN
“treign HMicicters held Ia June 1982 4in Singapore, Philippine
Minigter Carlos Booncla "urgaed the developoment of & new O -
kensive framework of cooperation which wounld make integraced
derralopment nearer to ASCAN resch. ™
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specialization. Gizen che scace of technclopy, if
Scale produckion {4 feqoired foz tha econce= - —Lahi

certain ioVESLHENE projectd, st lepet Twe AEFiEuls

Shemselves rhan m ¥ deter individunl ASEAN CcopmtT @{;1
undertaking such projects. Thess are the gmal peRgaf the
natidnal markar and rhe laTpe gmouct of pa C)'”' i

Cequired. The sstablistment of "ASEAN ir-,'F.j.}\[”--'. 1

1 -
-'33'/:14'115'.1".'11'.5' ACCETE
¥R ceplooal mavket threugh prefs "é\skg: ATrAngem=nts and ky

ERAring Ehe capitsl Zewe of anw

CALPE) coffcra = solution o Chedse prob

I-'Ei-:ﬁn..- project amons the

COHOpETATING countriex. On The

Cbaod ;. undar rhe ASTAN

industrial coeplemenisrcion (ATCY mehume, cooperating manpe

/
facturers would be able t lalize more narrowiy and =o
ATTR

prodiuce At lover prised cowponents at hipgh optimum

cuCput lewvela For the Al market, again with préfrroncial
accoss withih rhe iy velative to gep-ASEAN competing
pri{rdneta, ]

1 trading srcangements of CoOUTSE pmiall

T EEanomie Eifiq:f_gng}l_l LIEIILIG.’ CErEain of :I.Iii:ﬁl.:lTEE
Justifighle, however, Repfomal irfast industrics

dntemmediste ard sepifal goods mer need PTOCAction

£i8@ mupnliers A they cemnot in feaeral Tw evrwacted

Tompartitfve intoreesiseg Iy ifeadiataly, T tha alter-




e

nacive iz import subasicution of these producrs at the
fistional level {(which fa probably che case for sac £

.-GIH.H countries except Singapere) inwolving high-g

indugrrial plants, then the replonal projects ﬁ%iié)hﬁ
cuannmiualiv worthwhiie even in the shert p EAN countrias
callectively may alzo wish ce have a mor gg:a;fied frdhae-

Erial structure than eould provide #.: Tection against

externil iostabilities and greater for the region

in dealings with che rest of The - Buch mon - aconanic
Eodle will have Lo e recone the resl rest rs advanca
the geoncaic well-being o & populacion,

As printed out abowg EAN Incvestrial cocparation o
faor has been rathor 1im o MR Eiva

3 indtially identiffed, rhe diesel
engine plane has 1 dropped by Singapore while che Philip-
pines' shospbat etilizer project has been teplaced Eirst

DY & TEWRRT

praiect sod moro recemily by 4 copper fabri-
CLEOT p which “eceived approval by the ASEAN Econcmic
Miniae Ly in suxly 1982). While the two urea poojects
ndonesia and Malaysia have taken off the proand,

& fippcars ©2 kove lost interest in comcributing a
fomal project. & to icdustrial cofplementation, progress

date has besn made in deciding on the firet batch of ALD
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paticnal goversments o exploit cho bepefite of spacialization

.dn leizge-scale indnapries within the reglom. 3elf
industrialiration in rhe above copntext 1s alEe

158
dependence oo Foreipn seppliers of what are !:ntd i he

cricical locermedizte produces of hedavy itties. The in~

ability to [oster & rors coordinaced ang yarlomal planning of
these Industries smong the ASEAN :% etrays a lack af
confidence in ene's roglonal crade bpirs as reliable

suppliers &f scch produces.  This gesarily entails some

econdmie coat o each of the punptries which, ziven che

finarsial requirements o

'_-Lw jects, can be very snbastantisl_

It iz clear tha ] ;m-l'-ﬂ'ﬂt'lzll coapl emectatles

within ASEAN bagsaed sacen 1n matiural resource endous
menqt. The develap ' poarmrad-based Inddvetries In Che
;1.'_54.].|’.-||.. ¥ maE

o i 2y B

aeiration of national projects asomp the

strisa in genspal, will benefie

Erzarty fr

ATEAN cow i, whdeh Sewever would requive a graater degpeg

of poll

he aren of prefergntinl trading arrangosonty (PRL),
B ge munber Of products noe eligible for Inb=d-ASBAN
&

Eﬂ5> f prefexences (2,52% iteme) 13 rather mizsleadigy in view

»:-
Y

¢n the muober containgd tp each box, ercc.). The wirglin of

Ehe bhigh Jdegres of disaggregation used (e.g., distiopuishing

Titne kinds of bread, -rarioune catagoriss of matches bused



AaPOq & “FAIME DIATRPINSF FO MIISAS ¥ SpIVADY F3

-dg-jompnid ¥ U0 SUDFIRFI0Zon T_::l:::l.'.n_'-:l.'u.-:l':im:_-.::-c_.':.'._'

M odT P it B T I | L "1:1:|_"-ell.!!:I.'.l?:u| (1| ﬁ@g aLly
T &3 Jo A Eyrs

=[%n gyt L P08 FUOTINEIISal K‘
Tu::-;;.'.[n: gy “Af{jEj3aaed 3swaT 3w £II0 OEIP, [TEN ERTRI03

=Twme a7 npill SVIEH-¥A397 J0 B

HE T PpYIRIIRULMAR T

ueaq ApresTE SEy 3&'&::%&“%' & ol puaden: a3 ZAyseEden
sToms &3 Todva paIInioey yz IITPEIIEA0 aUl o] A1ressedss
L1dde pynos s ‘Baf §1 T A Ao lazprrioads. ATIEnpn;

=TIOTT :I:IEI;.:I'I:;_P:F &Itjt@ RTINS ESY. 3l T0 fInIsnzas

IFEAICTpR] a3 @ik?‘;?ﬂﬂ?:il a0g I '.'.11'.'"1|li.'.:. s g

UES YI.g B3 W ACY I9% 03 - ITOOFIIFR ST 37 ‘sasopoad

rEaHT UIT 2daed ATIAATD SATITPOMONY IAGHET AATOATIT
oPISTITEISdTT PRl HYISY-RIIUY [TIm  CojIods:
Ao b i ¥]435 93 SODEFEIDWoT: AprIz Jday wawy pof USIXEl

sdm el 00 H1RNIRE DTIEFNOP IFE4gz do usdo O3 FUPIIIA
\ ¥ W3 J0 350w e9Uls Ceepailinos HYESY Sl sy ITHF aq

QX [ goy $3X07IA DOTATII[RISQLY DPEI] IO 398d4aT- #niL
<

“AFFTIT UF INT LeT=0T

T
e 2

= 207 £37iEnb gE6T 9I SS9 I0 WOTTTTE T4 3O *O{ra 3ideiny ow

Buzary spoed 3ng “YHT LTTEEIoW 8f A0 SUTI8TEY W0 aTusaagaad

_|.__;:|-




-

(ef. Baneises, 19805, The imparrcant point is thet the
lewering of IbEre-ATEAY trade besriers, both tariff ¥k

tariff harriers, must Se accelerzied if che maabaf o ies

Are Lp vess subocential bhenefits fros inl'-rr::u:nliz::tiﬂn
ainl Todde,. It fa ol=o Ji9Sipaie TD mi%@fﬂﬂn‘t,
prabatned sdévances  in the ochar major. instcus g 4F ATEAN

Q
.ﬁééaﬂ schemes) vnless

deption of intra-ASEANR

Itdustrial ecooperiiion (1 ., The ATF

ths registancs TO & neres meaningfu
trade repkbricecions is overcomo,

If rhe ASEAN :nuﬁtfln%%@ mot overly mazrecsive

in promocing Intra-regd s sugpested abowe, 1T 18

q’t tive success that chey hawve
, in expanding +€port: Co non-

ily nontradicional manufactured exporce

Prasusshly becausds oL

enjoved, wntil wvery ce

But with the recent slossing down of

1

and Tesultiop substaibial zeduction in demard For ASEAN urj:-:l-1:1:=.='r

iz migh xpected thetl Incra-ASEAN trads cooperacion efforts

oo ld up, Indaad wider product coverape and ds=per tariff

cRArs Forcheomling with the recenc minlsterial approval to

O s raflecerd En the recent reveraal of trade Balances
irereasing sice o syade deficite, namely: Indooesia -
2,0 Billion din Fiscal yesw 398t-80 {Irvom ¢ surplus of S2.5
1ldgn In 1SE0-81) Maleartas - S50 pf 1l for i 1681 {STom A
porn e ol TE2LT BT e dw TOEOTL PRE}Seadaad - BEUN REY1I0n

= MY fErom 810 Billdom An 19200 Edrgepore -~ S50 BI1TToN
2a e narary-May 1980 gad Phodland = 53,1 BLAEYon i 1OAT



Ereatment £ import ditenms=s which had bEotal - import Saiue

[l

el radllion or legs o 1978; slso, che evencuoa’ .'-.

hies beem fc-mn.l]‘_@ sElatal

=
O
5O

&

nepE O an ASEAR Fre= Erade ares
and L now weday atuly.
O
O
¥
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Lesnang froe Horean Endustrializacion

like Simgapore, Sovtk Eeresa terned to o pramytion

at & Taelatiiely ss@ly phaze of the iaddsrria PTOCESS .
furing the second half of the 1950 and l:lﬂi fapoTe
substiturton, mainly in non-durable consume dg, was the

major source of Eoves" s induscrial

<
(3 n. &s the growth

impetan from import :'-'h_.t:LI:ut:.-:m aigms of Falvering,

however, Torean Industrial 'l:lr:l‘-'!' T!l to chift, from sbout

1962, toward Che proastion

exparta. By 1965 tr...:‘. al::.-:rn and other major policy

retorms were practis [:-le-cmj matking & "turping poinc”

in the countey's ez

%im, 1927).

industrial growch (Wegcphal- and

Forea'a LG dipe exports grew at a phongmenal
AOVRPEpE ANTG ¢ of aboue 35% At consrant prices from
1962 to late zeventias, contributing o the achievement
of o he world s highest srmual prowth rares In GHE
w of nearly 0% during the pericd (Bemg, 1579). The

£ mamufactursd exporta to tocal exports Tose fmos 147

60 o 82% in 1475, Bapid grewch of manufacrered exports
4&s largely Tesponzible for the marked expsnsion of mami-
Eacturing outyaet which posted en averapge antoal rate of L y

ralefag ite share ir 3 from 9% in tha eecly 15608 Lo sboot
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32% in 1978, Pecxuse Borea's export-led industrisi develo

ment was labor incioeive, it led to & decline in wnemsl
rafe- from %L DIn-ohe eariv-gizcies to .25 in 1978, &
awgraga aomaal incrense in o real woages by mora. tha

J ar been
adle Lo exploic cuccezsfully fes iniclzl 2o Abi¢e sdvanIsge
in labdr—infensive praducts, . remaforsdnz %tr}' to an
IadssgRtializnd, IntsrostSensi iy -.'-}:'rg'--.:t-:l'.!w:l'"bmﬁ" WATH Gt
of che Latgéest canufactorisg 5#-:1.:_11'5 priesent-—lay
developing econcains, &

saveral asperce of m'ﬂ%.-iuttﬁﬂ policy and develoo-

ment are of direct :r:le'.r.:.nr:u:t!i ¥ ipdostrializacion afforca.

Fir=tly, the Korean experies

the peeriad (fark, 1TELY .. From o all . itodications=, B

Lrom specializption aad
odymntage can b ve

goongsies, A ha documentad by Westphal arsdt €im {1977},

earufactirred af  Koran dariog -The 19605 wire more

Labor=iaten 1 mapuEactured importe: indecc Lhe degreo

ity a-axpoTh prodeccion bad increasoed ng

W Induscries catering €4 the domrACic mATREr
capital Intensies oror - cime, The extert to which

tanzive tmascEactured exports had contribated to the

=t

forea' s enployment prollam and chio asscclaced
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isperpramgnr in income discribetion iz remarbable, a s
- a tiving mpdel foz labor-surplus daveloping countw soekinp

to Indubrrisiige 4z a nedrs of promoting nati o) T
growth 249 well na distriborive squity,

et

Export-led grwth En Eorea has also 1iuced to the
mebllizacion of borh domescis and fere shurces withous
'i-."!'l.il."l:lﬁ__tht wigdroas dorreliopment of the erinl reactor cownlid
Bl Ldve bedn susbaionsd {Park, 19 poestic savings ross

from less thin 1R of GNP 1o 14

r@ L9% im 196% ro 26% in
5.51'1313; imporcant role in

financing invearment, Foréigh capital infilows to Koroa were

L37E , ‘ageuning cherelors am 4

#Mibstantial ino the Ec afflcial desvelopment azziscance
Cioredign aid) wntll CEEXly sixcies and schasquently in che
fors. of privace for capical, Durispg 1960-197% abour 40O¥

of UOCALl frwves t ¥n ¥orea wia Financed from abroad {Hest-

phal and K 1¥.
T@qjﬂ foreign capitsl inflows should nos be
<§W &C, Tholr availability, especially private

epital, hes be=n due in large part to Eorea's



- 30 -

Direct Foreigm imvestment caonot ba zaid £ have playwd

2 dominant part in Bicea's induscrial and export growrh; 1

shathy in mamafasruring eagital stock wes less chan 5% im

chile sccmmring for prly 11T of experts (Wesrphal and

Vo Hovea alsze did ot hooeds T 'valy oo LES = N@

12T T

relocienskipg” with Japan and the Tnited STATES "“-F@n'i”"i‘.:

jts Export sales; che fxporconce of thedd :ﬁS§§§§? los am
1
crmart markets dimiaished sipnificancly el ATl l?EﬁE.J

rurcherasse, Foves @9 been suceessfol

j._‘l shing &n

indigensak bata of ceckrslosiesl ko mar¥oTing

skferTtiss (des

Ferhaps

roligy, #nd the ome TusT TO)

che sucoeEsE Wi

wirthin che aanofacty i

sustainad sines pad

half of the IS
waintainiog ©
granting -

METIE l-...:|='-

tphial et Y., 19818,

che et lmpores

a pect of Foresn industrisl
-. the ASEAN eoumrries, 1

th whiel 2 To 1y uniform incentiva structure
efor has heen, for the most pact,
oy chsnees were nade dn the fizst

B0 . fing to Westphal and Tim (1977,
Chappe rire near the free cpade Tewel and

i fed accesa to Ivporced inputs, the gowern-

ablo owernll oo pravide, of the average, voughly

aqual dips vaa to arsduetion for dozestic zale and for

@ Thic

gentriast with che scrvong tondancy. andng

1-"-'[1-...4—
s Limed Troam

cembloed shore in Forea's meschandiss ¢EpOTTH
THAT -m 1840 o 55.46% in 1975




S S

developing countries to owvervzlioe the domestic urTency and

proteccing The dometic- market buot discriminscing

EEBOET sales.

Korean indesirial policy secwed to pro domestic
Trviggties From foreign cozpabtiticn io k pestic as well
Zs foraipn mathkefs. thder The vwirious ear Flans,; the

povernient has granted price :Lm:t‘n:-:- some Lmport sobhstl-
turlion industries [mosiiy in pro goods and congomer
curablas), including tariff =§;§E§§ = oo imported caw matetials
snd gopite]l goods, acacss p&:fﬁ:ren:i&l credit, reduced

1lvgot Ay Toted &S00 §cc d depracizrios allowances, But

in wost seoctors the ¢ thcentive to domesrcis males

tentiglly affordsd by tariffs and

baz been the protect

Tporrt comErcls Kowere gradueally relaxed after the 19564
davaluvarion). ¢3, by making sales to-a profitable demestic
merhat depa setigfaerory exporc performance, import

gubhstitncing dnduatries from the bapinning hewe been encouraged
£ til recently, howaver, import subztitntion was
a ehly celecclve pelicy, permicting che concentration of

= j
Tesoweas In o1 Tow sooksrs &L @ 1;!.r.-||:|1' which provided

i"r.u!.f:u: 1260 moorc subecituting investment concantrated
© on Eertilizer zod cement, Ehen on pecrpchsadioal dardvatives
hil cloctrical prodireta, ard more yotencly on - baslc pecrechemicale,
iron gud-sceal o and LEansiost raoipsesnc.
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EIcuCer orportonity e explodlt scgle economies and linkages
among clossly relzted production sctivities.

in ellowing exporters uncestricted accedd o

inpats af wall aw =yemrrion from tariffo and Ladir 2,
4 virtoal free frede ceglng wie accorded export TS,

placipg then at lengt em equal fosting with 1core in
foreign markers, addfrionally, explielt su wate
provided to exporters chat mdzht aven penasated

chem for any appar-nt bdas of immtiﬂ@n 3t CXPAYTing -
fe.g., due to taritf and import res g that raiza Che

domeatic pricos of inpnts and &mb:tim:ea}_ This
taak the form of direct tax (i

13} and eredit subpidies,

ed inputs, acoelerated
peblis wtilitigs.

fenerons wastezse allrwmaces

depreciariom amd wodueed Thbe

As digdursad g Ehe ASEAN coantries hive had
varying  sxperlepcos promation of menufactred expores,
Mith tbe cicaprioes ingapore and to some exrent Malavsia,

Awy  (TOCACE Az donoetlic rarlat, agpeciallyr the
SOTLIYT @-m. qad effectively crevented che Eull__
- - N‘ grpot-gclantad industrins, rhe ircentive

; ording o fzvor domearic salas pog@ giving less
B4 Lo zo.ed i the wovld marker. Prorotion of

erifutisng dnduitries wpe Yare rhan salootive and
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did noC ain penera 1y ro prod newly-escablished enterprises
to exXpart femediatnly, This wouold largely esplain

period aof import mbsritucion and wavering oo T
axport promotion in che PRilippinea, ﬂ\n!.landnﬂnnel:ia.
= Some of thw current efforts at imde TESCTUCTUT iTE

in the ASEAN councries are aimed ac nsk

'@bﬂ'&ﬂl‘."l'l.m: mITa

favarahie td and infrascevctucs fac foke . Eapportive

il 1 :,
Bot it remains to be

S&ad whetheas a vwirtoal frea tr _ 5:!&5:[11:: o . Ehet

enjoyed by Korean u;u:un:.a-m%:%> facrured products would
f ASYAN Industrial policies,

of l:}:rti:; vig=a-vis domescic

evolve from che cecant

Turning now to har side" of Horesn fndustrial

policy, cthare has b concern in recent yoars of
the declining Tol rkot forces in the allocacion of
I'gagurvans & \Ind@scries, It has been "'sublect to priorities
establizhad rermment'”, resulting in "a lopsidaed

f lim ted rescurces in faver of lerge enter-
avy.anil chomical fodusbries (Ectmomic Flanning

I{ p. 81, Policy efforva in the second Falf of

O
nd high inflation *at<:z (19 3% annceal average from 1974 tao
19800, While the e oloction of Kores's dymacile conparacive
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.1.'_".lr|_r_r_¢;|_: WaTCIoE RS & e CE BORE Y TOEE Eﬂpft-‘.‘l-?nll cechnglo

intensive produstic) and exports, it has been pfFicially

zernowledeed chet” The asntry [0 rfeCenl Ye4TE i!‘::l'--!&d ta

quickly and Indiserimomately iAo hieavy IneisrT beg,
racently plane for Further Beavy dndustry developn e

Looan sholved, poscponed or modifigd,  Inodugeri resx®ructucing

puay - Bram preTly encogy-inbensive heavy iodn fez/ie beins

imuleértaken, and "aeidfe from a Limibed fiind arge—scele

projecrts, InvestnenT choicas will bo 1 the initidtive

of the privete sector ... while th-:%%- ent will play.-a

laxger role in sccial develop .W@ttl:l‘::n:'l:zit-h.l Rl

manpower development' {Poeomami

fog Board, 1%F1; ppc 10-11).

The -lageom thiic chis

¥oraan industriald=ation

erparience aifers to ASESH p crmokprsy 15 that ‘moving

Moacily aod manzivel I%e‘.w_.' gty develaprent ool
winpging country like Forea inte
i is particclarliy of  cobl YEpOTATY

q povernEmcs, piven cha apparent

ypresont  time with the promotion of hoawy
aftrias, an disdussed abive. (I wodld é-s
= ATEAR Infvatiy prlennare cand palicvmwizarg €0
meperignce of Lorez-inp

P Lt i A e B & b 01 prport marksring) bt




rlac chose of Indin awéd China which emphasizsd Strias
rolatively garly in the induggcrializseion proces oW
Cnrming thelt atcentiss to lisht indiatries, a3 the
SlErtanced: 4L some Letin Anevican countcies /o Brazil,
Hivion, Axesntisa and Colombla) whish ha Qﬂn:i.i:.- into
srvital-intenpive Indusirizlization and to be experiencing

e
- |

icnlties at chia eine.

In conclusion thd Impore: .nt that shwould oot be
niseed by ASEAN policymoke
fnd the Philisplnes wher
cantlaue to be a major e [ developmant concern, ia zhatc
¥orea's exporc-lad in al develepment along 1ines of

comparative adrant

of high income @ ratas 3t alen, in wiew of ita labor

intsmsLoy, Ta Loyjmint growth, Rea! wages roze signie-

Lisantly dix 1 & Lo labor merket conditions, and this
Cetest group, Koreq i no longer o labow surplus
md dmlged, givce che exrly 19708, hax begpuo co

its emerplng camparative adventage in strill-fntenaive
setorad ecaducbs, Ay chorseme rins, however, Import
frublen dn-producer oods and congfumer duzzbles hes

fatem oplice, indrdially on & sefactive Bagfs bur lares-pan. as



indleated abows, varber exteosivaly and in some cases of

Eemry dnfustey devalopment preanturely, The lattor has

been actriboted oot fo the fnilusroo of malker Forces
hiab Leghverprest pyissiiian,  IF would he intesesci

Hpjmalogry in the S50 frpstb=d=s o' 3o how HOT =5
T dm IEs MErtdnt 25 8aeig ob fudngRrtad waer “ﬁ:l.g
sebeneibly atmed & Increasine R mols ﬂf@nt
Btchantsm i3 the o llogation of vegeurces Indaserios,
%&C

Z
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5. Industrial Comylemertacy and Trade with Asiao

riten tha pro=trade perapective rHAT ap rEgn have
been adoprad by oblia ASEAN coumeried 83 part r dewelop-
vapp ateecsrdan, . aupesialiy In. view of re forts &t

‘adustrial resCruc-urise, indnetrial developsent in the reglon

&
'.-:;.-l-.l 'EE '.:E'!.-.:'{"j :a L I_[I-.I-:-l_tf:!:_rll_'lr_ @ th' ﬂ.ﬁ:fﬂ-# C Eﬂt‘ﬂ.igl:l
warEots. At the present time th tava great deal of un—
@aﬂ. camtries (IC%] ,

rarkets of ASEAN manufactored

meTCaincy on whether the indus

qrrencly che primoyy dost
s¥parts, are prepared

advantace CEAT &8

ince cha mdd
Intenaive nanuiad
PEasUres Am T I:Il-g' cemtries, Apart Irom gAYRETICS AN
cexciles £ h Jilateral trade agragmenta hawve beesn
nepetia

GEpOaT fpatwent, slectronic produccs, procesied focd items,

ndér ths Huiti-fiber Arrangemsnt (MPA) since 1974,

R tsand baniiccafte have beet dncreasivgly subjest
erhnegcof ipooer restrictions in the OELD: countried.

o st cormnn: Vanfaspard mogsures” belng calen fgainst

@euAN parmfastured products aze in the: forn of orderly
§1§§Z> msear ey gersmrcnenne inlt terifl o loeveases in the nited
ftarag and tmdlateccl gumidisotiva rprr=icciong in the EEE

.
Fo RS B T ]



The =everest case of procectionism apainet dovaloping

coineried hag beea poicived wnder the MFPA | cspecially since

sanoni] MEA piodpent Sndoptad iE 1930

)

LR

= FE =

[0 ) PR ™ ok Pl el ) 1L | o e ety The third 2

ofts OF the Flerdvd¥top orowiot

rade barriary Tolatiing To orhes

sooila- mAka- ET umlikels vhat che
nenty dndescrfelizsing coontcy

cafgated By s ASEAN ang sy

of el oping coononivs:
it grnd Theilapd e
o e te domenkd

amit doeclared oo

MP&4 and of similar
-{ntensive moraifaceused
neg of the astv-called
ZCs} i tha 1960¢ could be

rorptrics in the secepnd tier

g the ASEAN tountries, the Fhillp-
Aly wvuloerable, piven ou-going effpros

Ly alohe 1ines of cocmparntive .Ed\-antag,e

= on the growth of lazbor-intensive menu-

seantrivute echstantdoliy oo the aslotian of

T L1531, Trthe ronerceizticn of the
::I b IS Che Leasler bot ogibheErs [ndig-
soinerad o changed the charzcrocrEscics
- - - I

A damagires ey,
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The ocher evenar for innrensed industrial £
prewbh bediog pursucd by the ASEME countries ( = SIORAEOCE
Lin che cupansion of ewsores o7 POt ged ¥ producta,
Fawewer, as indicated ahobvae, Chave are qo S that can be
Teived voncerniag the coonomic-viabilicy rher prospects
ot i gofarn shlft ©3 prastssed sxpos Additianally, the

feriff stmveture In tadiutrialized s cendda ©O dig=

' CYiminate FraidE 1gpaorts of ;n.'-'.'l commodities. “Bazed
af The stedy of -Toato Ll'?'.'":"i- ving 21 spriculcizel and

mineral prodosts, T idd only 3% to the cost of
ng.ﬂénnsn. to mare than 208 alomg the
igher rates serve to encourage

copscrinlized coontries Co fHpOTT TAW

inmeTred mEterials
Urroceasing chzta™,

deurpptic firms in
miteriale apd pro rhen rhere. Congidering thedir atrong
[rite==st in 210G the domestic value added of OCiTmAT Y
product ASEAN countries could exerc comman efforta
tymin cessed exXsorts from primaty product producers.,
; il charnges wupild facilitace che phazing cur of

LO@CconoLs oroskd=ing “nfesiriea 1in the indosteial fzad

< o S s e SR
&
& Pocure ASEAS dpubpsrrial. devel opment will be 8lpnifi-
caubly Influgnead by che decisiohs ecorcerning trede-omnd

Deugnpiak polfedies ro he meda mot only i the ICa which



happes to tha wégion's lasdines rrade partpers At the =

time but xlco in the WT0a. ASEAN success in e R -

Eactured exports In rhe mediug term ic nun;j_rﬁﬂﬂ@rng

other Ehings, of rhe coptioued eeclucion of HIts ggnma:ativu

dvantape inte more sophlscicacred indus
phife in welarive faccor supplies asay
of lows=wage lobor 1 the FICs el
nare zkill - and capdtal-jntensi tiea. In Ehe process
their contrfbution e the wor :n?%tyfﬁh' Labtr-intenalive

manitfectures ikl ba redooe enand for such prodiusrs

Il Be created in choir oo Fg. Im faet, sioh comntriag

e the qarly 1074=, seen ko

=hifting thedr ronmurcen towaed the mreduction ami pxport of
B '
more SE11-and cgn ntengive moodsg,

dooea, governmment ploonecs nade_ poblic

wigorausly thereafter tl;:'_];'.'-': shifge in

por:a &n Lzwor ‘of £kill and tecknclopy

tr moch ax machinery, sophistlicstod electronics,

and charfealu. This redirectton in {ndusteial

L Y Froapred by She capdd pise in Yovesn WagC TRLeSR,
THiging cofipetiticn in lobop-intensive mammEactorsd exports

athiar dsveloping councries. snd the Taging protestionizn

daveioncd eduntry narkers (Pazk, 19813, 4= poduted out

Ao, h=svy sod chariesl "ndustries Yave heen prerozed not
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nly L cater ©o Che dimestic macket but also, and -5 =
from the heplnnlng, for erports--which wodld jua etring
Up tlantes large enodgh oo exploic scele peo Inder

the Five Yesr Flan 1982-86 the government 'naTzzzilaging the
furcher develapment of tha machinery indus chuding
parte marefaccuring, shipbutlding end ofhile induscry;
“the developmear of indoserdal elcn% hinerfas suach

s semi-concdactars, comogters, X ications equipnent
will be =tzezsed more than --- pumeT alectronice;"

finzlly, while "the lighc mg;ﬁiiﬁ- ing industry will comtipus
£ ploy che rola of & <éZFﬂIt industty duimmg the Plan

pecicd, ... its share 3 tal exporia Le aupecred to decline

(Economic Plaraing 451 pp. BE=TO}, Tt in =xpected

thar cha expazc aha the slkill- and capltgl-incengire

akd be noted also chat the delan NICE are
1¥ poorly enoooed with nerctal regomress. Thais

5 additional giope for complementary production smd

5 in reavureo-intensive goods beTwesn Chem and the ASEAN
i,
. —oam Ehe agprapare, mechinery exports aze projected
& increaze From 20,90 ro 32, 6% of botal exports disring the

Fean poriod,

e
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chunlries. Ad has Teeen paointed oot by Barongehal (1981),

nowever, atdustries which are both roscurce- and. cechnd

Also, becduee they are ofpen basic dndustries, irdiv 1

gountries Ay want to Jewelop them, sesking oo bo q5}i—

rolfsnt v the producticn of so-cailed eri dricta,

Hrrmonizacion of industrial plans and cr cles among

the ABEAR countries and che Asisn HTCs e essential if

provlens ivheranc in chis £field ar EEaome ,

¥ore penerally, the reldtdpnghis between the foreign

trade Teplve pdopted and deped cess to the dempstic
sarket ol rhe RICe meisd: to agcigered. As indfeated
in Table D ubowe, wwpy 4n
rraabzorbiay anly a bl proporcion of ASEAY manu-
facrred Eﬂ?ﬂ?ti-lf NS ETast moch lavger pareptiares

cEcom 2 _BE s T, 8% Bad pone to Yongkong . which 1g
LEs open door paliay oo dmpoves Feen

Laxarrlap of femort westraincs, espectally

presimghly <

1P et

—Ir ths case ol Foroo. axporrs bo the ASEAR countzies
qnfepe cfitatal exports o thin dedbIot ¥oem IUT1
aityobyo combEvdaasl bhe shara of aresn dnnescs Troo 4SEAR

e L T g B T T o 4 - a & -

o thectedsed oablahily (eod Appoindis Tahis 23
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atable world crading eyvecem by aipnifying che read of

the more advenced deweloping countries progressiv

adhara o the rulés and sbligations appilving m re
mature: trading nationes'" (Frank, - 1981),

e

In Borea, althoush rhe average tariff e (and Alsao
tariff colleccion ar & percencape of Q'i.u-m‘.l deelimed
in the~1570s, jmport controls had es tened. In che

. sccond half of 1581 the mmber of vesczicted ilmport irtems as
a percencaga of The toral aunbe p—digit OCCH commodities
waz about 25%. Duziag ti iPian Pericd Imperce are Lo

be liberalized such rChat Sercentaze will be lowered "ro

Che Lewel mnintained b fnduptrialized covnerias by 1984, ..
Toariff reductions w compasy lmport liberalization forc
those commodities oot produced In Forea, On the ocher hand,
Cesgwsyy - carif fastes may be inepvitable for some itens
whose dmport 13 iy libveralized zod smeet sEiff competition
1.Eh domasi Lecparts., ™ < {feonomic Plapning Board, 1381;

PpooLE] ther ASEAN country exporters of sarmfacrured

211 benefis From this remedins to be ssan,

o Tha degeed T which the FICs are willing to open up
Wadr internal markets will have fnplficecions wor only om

& i indusrcial develosment prospectas of the AEEAYR countries

2 other "pear-HICa" (the sccond tier of developing countries)

bt also on the NICs' owg furure provth.. Thas, incressed




azccan o soch merkes by the ASEME countsiss, viewed In
conjuncting ¢ith these countries' strucbcocal edjustomemt
zfforta wideh codld lead oo azpended ¥1fs exparty to

conld provide the stimmilos AedsaseTe &0 sasctilh N—
rinl growvth in thace twer Hﬂ'lllﬂiﬂn_%ﬂg:ﬂﬂ h
berwesn them havs the world's Fartewt givkd L
Incones, Such g slitbetied o '.i:l'I:].I 1.1:| g conditions
which prevailed in the 1%5%s "znd ""EIElﬂlIl.r ; SLwar trade

markat for thepaelves Bas glao op

HiCs, It ls workh reseskering t@iﬁ-uﬁm': of the IC
parkace ©o iatwroetionel and the fapid expansion

of Intra-irdustey trade feicn]l ingredient in the
mprecedentad growth of E@t and HIC scomomies in that

mriad
The tenefd the internatisnal trading syatem

would of gr Lf the ipdudrrialized coumtziszs

were o p.@ in the remcval of isport restreinty and

1'-HI.I= e ,bmjﬂmnﬁ I=Ii|j.l:il ;iﬂ:ﬂt.
ﬁn-:n 2 ﬂ-ﬂ' e Rzl shifting to
1T

5 14 séem to iy
tl !'m- axpanded expozts o m‘nﬁﬂutthi p:mti_
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sationalizacion: of indupstrial =nd trade stroctores. The galng

Lower wrices and indreassd consumtion of  labor-interss

Erae devoloping couniry Imports woinld speed upl the(stroctural

Rizht ewan fuprs OUD DO ke largest Loy £he ICs-— 1ip 1;

commodities and of Figher growthk races becsuse ¢

adivapent amd Indesd the swowch process ip- RL gl:-r.micu

{Krueser, 19749). Infuscrialized count g alsd benelit
from thes incressed dxporce of munzfucggiis pods That can ba
sxpected with the snscatned proiweh WICE &nd near-HLICs,

Developing countries ace in fa ar btuyers than

gellere of momufpeurgd goo 3§ﬂ e best developing counrry

cugtomures of IC products en those with mast rapidiy
prowing exporcs (Fishlow » LSBL) _L"r

The final poirn ke 1is chagp, regardless of bow IC
aovermments raspond\Co dongeric pressures for protectionist
ackiom, ic woul sicable and prodent for developing
cOunTrive ta vely promate trade aporg themselwes, Within
ASEER, exp of intrsregional trade as well as trade wich

i

Xﬂ-—: trade balances ia manvfactures with developd
'.':'Jﬁ‘l' ex Increfsed Todm U0 F. 15,8 billioo in IOET oo 8437
Billtony o 1973 to S132.1 billicn 4in 1979. Western Burope

(EEC 4nd EFTA) exporta the most mirufactures to, and enjoys
I-I_:Il!d!.'ll'. -1'-‘rSE'J-LI-1'-i_: urplug with, developing counrrias

tingluding or excluding the oil exporveva). Also, the oil
porcing develoflny comtrics were a larges market Eor

% ZOfeil exporte of manufaclures than Japan and Yorch American
Cadeh Cogether in che thres years clted shonge
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orher develeping comiries, espacially The WNICe and other

vaar=NICa, would coafee apecial dypasic, learning and

competitive benefiti, Buc the ASEAN. counsries shoun
alert to thae 1ikalfhood of ceade diversiom effesr
shomld seek to mindmise Fhem,  Egpanded trade wit

developing countries shoulo sypploment, %‘[I-].J].I‘tl: :

ASEAR crade with The indoer+ialired tnm@
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