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ABSTRACT

As & result of a four-phase review of the tariff

system undertaken by the Philippine government recently,
a comprehensive but gradual revision of legal tariff rates
has been scheduled over the period from January 1, 1981 to
January 1, 1985 aimed at reducing the overall level of
"effective protection" to domestic industries and making

- the rates more uniform across industries. This paper
describes the hature of these tariff rate changes and

7+ lyzes their impact on effective protection rates in the
manufacturing sector. While a significant improvement of
the tariff system would be achieved by 1985, given the
scheduled tariff changes, in terms of reducing the overall

¢ effective tariff protection and the dispersion of sectoral

. rates around fhl'pt:n value, there will be room for additicnal
rationalization of the structure of :ariffs.,giﬁi; would
generally entail a further reduction in the protection of
sectors producing consumer goods and raising those of the
intermediate and capital goods sectors. Related trade and
development issues are discussed in the concluding section
of the paper, especially with reference to current industrial
plans and policies, :

Fourth Annual Scientific Mee &f the National Academy of
Science and Techmolog¥ on Ju 4, 1982,

.iji;:r

*An earlier draft of t&%g paper was presented at the
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THE 1981-85 TARTFF CHANCES AND EFFECTIVE PROTECTION
OF MANUFACTURING IMDUSTRIES

Fomeo M, Bautista®

I. Introduction

As previous empirical studies have amply -:Im:umented,lJlll

tariff policy in the Philippines throughout most of the post-

war pericd had been too stronmgly supportive of the develop-

ment of import-substituting industries producing consumer

goods at the finishing stéées. Inevitably, however, high

-Eariffm}htes on finished prﬂduéfs and low rates on intermediate
inputs and capital goods that characterized the country's

tarifif structure had had the undesirable effects of inhibiting

- T ——

export growth and backward integration while promoting in-
efficiency in the use of domestic resources and slow growth
oo T ol S Al N N i = E— 3 ==

of industrial employment. In the 1970s fiscal incentives

granted by the Board of Investments under the Investment
Incentives Act {(BA 5186) and Export Incentives Act (RA 6135)
and a more flexible exchange rate policy served to provide

offsercing benefits to export-oriented firms. However, this

*Professor of Economics, University of the Philippines
and Acting President, Philipgin& Institute for Development
Studies. L. Navera, R. Macalisang and especially M. Sison
provided valuable assistance in data collection and computations.

21—""rs-zuz, among others, Power and Sicat (1971), 10 (1974)
and Bautista, Power and Associates (1979).




aeive fncentive

did not fully neurralize the EFiases 3in the TS
srructure Sue ©o cthe: existing tan £ gyarem (cf, Bautiasta,

Posier and Assoclates, 1Y

As part of & larpger program LO "rationalize and Te-
structyre industry,” a comprehensive review & the tariff
iy T HiG I

system was undertaken by the government in 1979-

culminated in the issusnce of Executive ODrders calling for
E;fgradual tariff ¢hanges over the 5-year period l3al-fo taat

e dntended to substancially reduce the disTortions in the

ceriff structure by the end of the peried. The Tarlii

Cormizaisn has published recently the Tariff an Customs Coda

1982 cootaining a consolidated schedule of the changes in

tariftf rares. which actvally bégan to bhe implemented ON

Janusry 1, 1951,

The primary objective of this paper 13 L0 a5583% the
impact of the on-going tariff reform oo Yaffactcive protection I
caces” in the manufacturing sector, assuming rhat che
. grheduled teriff rate changes will be fully mplemented. It

~is well recognized that tariffs cause 2 divergence heCwaen
domescic and international prices and hence encocurag: &
movement of resources inte imporc-substituting ine
rather than into export industries. As a meagure 01 elative - -

J/ incentives, effective protecticon rates {EPRs) —-- or rates

of protection of valua added, defined as the proportiomate




A

difference between domestic and foreign value added --

are more meaningful than actusl (or legal) tarlff rates

and nominal tariff rates, representing the excess of the
domestic price of a product over its international price,
since it is value added rather than the value of the product
that is contributed by the domestic activity being protected.
~HWore specifically, EPRs include the subsidy to domestic
producers from the prntantinn.nf outputs and the penalty

from the protection of inputs.

gection 2 of this p;per gives a comparison of tariff
le 1 in the Philippines relative to other ASEAN countries
in the late 1970s, and then describes the nature of Philip-
pine tariff rate changes scheduled between 1980 and 1985, Imn
Section 3 the method of estimating sectoral EPRs in manu-
facturing for the two years is described; the resulting
estimates are presented and evaluated in Section 4. FRelated
trade and development issues, especialiy with reference to
current industrial policies and plans, are discussed in the '

concluding section of this paper.

2  The Tariff Reform

That legal tariff rates in the Philippines were generally
higher than those of cther ASEAN countries in the late seventies

is evident from Table 1. Based on overall simple averages,



TARLE 1 - (CMPARISON OF STMPLE AVFRACGES OF TARIFF RATES
T ASFAN COUMTEIES BY PSCC GROUPING, 1978
{in per cent)

?E;f&h Category Indonesta  Malayeia Phillppines  Sirgapore  Thatlan ASEAN
0 Food-and Hve animale chiefly
forr food 42,9 10.7 67.2 2
Baverages and tobacco L5 .0 346.8 82,5 458,2 B2 4 1992
Crude materials, inedible except ,
fuels 142 2.8 27 .4 0 18.4 12.6
3 Mineral fuels, lubricants and _
related materials 15.2 7l 14.

& Animal and vegetable olls, fats

and waxes 30.0 0.3 43.9 nil 247 19.8 i
Chemicals and related products; n.e.s. 6.8 14,2 41,
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the Philippines ranked highest (44.2%), followed by
Indonesia (33.0%) and Thailand {29.4%) with Malaysia (15.3%)
and Singapore (5.6%) having much lower averape tariff lavels.

Partficularly noteworthy are the higher Philippine tariff

 ——

rates, compared to those in the other ASEAN countries, for

manufactured products {PSCC 5-8); this is markedly so for

the commodity categories consisting largely of finished

consumer products (PSSC & and 8).

The distribution of tariff rates in the Philippines
by BTN product category is showm in Tables 2 and 2 for 1580
befo ‘he tariff reform was started) and for 1985 (after
its completion). The first point to note is that the highest
" tariff levels of 707 and 100% would no longer apply and that
_~a new rate of 5% would be levied in 1985 on 30 items, mainly
from the categories of animal and common metal products
(BTK Sections I and XV). In terms of the overall average
~ tariff rate, a much lower level would prevail in 1585
compared to 1980 (27.9% we. &3.1%). Moreover, the degree
__of dispersion would zlso be lower, measured by elther the

standard deviation or the coefficient of wariation.

1/

Indeed, the average tariff retes for all butr one-=

# of the 21 commodity categories are scheduled to decline from

1/ ’ ; =

='BTR Secrion XXI (Art and antiques) would retain the
uniform teriff rate of 10% for the six items under this product
category.




TAMLE 2 - DISTRIFUTION OF TARIFT RATER, 1560
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v 1980 to 1985 implying a general lowering of tariff barriers.

Some of the more significant tariff reductioms, i.e., by at

~least 25 percentage points, would apply to: animal and

animal-derivativeﬁ (BTH I); Eﬁéd, beverages and tobacco {IV):

furs, hides and leather products (VIII}; footwear and

miscellaneous products (XII): previous stones and metals (XIV);

arms and numetiars (XIX): and furnitures, toys and miscel-

laneous products (¥X). This is due in larpe part to the
_elimination of the peak rates (70% and 100%) which were

levied earlier for many items under these BTN categories.

Since most of these irems would continue to have the highest

tariff . ate (50%) in 1985, the above-mentioned BTN categories

display the highest average tariff levels both before and

afrer the tariff reform.

3. Estimaring Effective Protection Rates

Actual measures of effective protectionm that have
appeared in the empirical literature vary according to the
purposes for which they are used. Differences in estimation
methods and underlying assumptions imply noncemparability -

. : 1
of EPR estimates derived by different 1.1:1‘i?vesI:.‘I.gii!:uz:-r$+-—-"II In

L'rTI';i.s iz well illustrated by "the lack of harmony in
rhe results” obtained in four independent studies of effective
protection of mamufacturing in Peninsular Malaysia for the
same years, a5 observed by Shepherd (1%80).
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“some studies assessment is made of the separate influences
of different policy instruments on the effective protection
rate. On such basis Tan (1979) has concluded that in 1974

the tariff system was the most important source of effective

protection to domestic manufacturing industries, while

—

indirect taxes and BOI fiscal incentives were relariwvaly

- minor instruments affecting insubstantially the overall

-

pattern of sectoral effective protection rates.

In cthe present study we are interested in the assess-
ment of how the scheduled tariff changes from 1281 to 1985

would affect relative incentives for manufacturing industries,

B T e = e e
abstraccing from any changes that might be implemented in

other policy areas. While tariffs are not the only deter-
cinant of effective protection, the fact that other policy
instruments such as indirect taxes and fiscal incentives are
currently being reviewed and have not assumed yet any
definite shape for 1985 would seem to justify their omission
in the EPR calculation for present purposes. Export taxes
are also not incorporated in our EPR measure in view of the
widespread exemption of industries.in the past unfavorably
affected by depressed export prices (as what happened to

many export commodities during 1980-81). More appropriately,
therefore, the effective protecticon measure used in this study

~can be called the “effective tariff protectiom rate" (EIPR).
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domestic prices created by tariil
wing representation of forelsn ind domestic value added

per unif output (V. and Vi, respectively):
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s/where the product price is taken to e unity, the a;; s

are the imput cosfficients in foreign srices, and t, and t
E

da

Yubm

are ad valorem tariff rartes on material input and output

i respectively. HNote that rariff protection is redundant

e )

for & ireahlaes, 80 that t; = O fox such commodities,

Eruation (1) embodies T

the effective protection literature that: {1/ inputs in

sre not substitutable; (2} preduction is carried

pouilibrium repercussions of tarlcs

o
L - - o : .
='Implying no signiZ-cant Induced ehanges in tech-
nology, factor prices, Final demand and related variables,
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By definition, the effective protection rate for

the activity producing output j is given by

{2) Ej = _i._.J_- 1)

Substituting (1) into (2) yields after simplificationm,
the familiar expression

- 1344t

(3) E, =
L= Ty,

3

In empirical measurement of effective protectiom,
"free trade " input coefficients are hard to coms by;
published input-output tables nommally contain technical
coefficients {&ij) expressed in domestic prices. Using
the latter coefficients, we can modify (1) as follows:

(&) Vs I‘?'E; L { T'?;EI" vy 1 Eaij
and hence

. i
(5) E, = 41 =3
1+I:




o

imslications of (3} or (5) are that:
g g U Y i hin ‘he*same, a higher E. results from a
3
%

hivhaz ¢, sand lower t)"e; (2) if tariff rates are unifowm

i oy T t.), then Ej = tj; and (3) if value added is

a small proportion of the product price (i.e., is high),

P
i 4]

a lw ¢, ombined with lower £."s can lead to a very high

fguataion {(5) was used In the calculation of effective
protection rates for manufacturing industries in the presant

la inputs were treated as part of walue

rdded > the a,."'s vsed pertain only to the tradable inputs,
The C cal coet®lcients from the 120 x 120 input-output
table ¥ -ad By the MNational Census and Statistics

Cffice (WCSQ) were vcllized, after adjusting for relative

1/,2f

weer ‘974 and 1980, Tariff rates

1

for 1080 wers dvnwn friw the Tariff and Customs Code 1978,

te adjusients for some changes in tariff levels
o the olher hand, tariff rates For 1985

ere extracted from the rerently published Tariff and Customs

digagregatiw: (63 x 63) input-output table
f {5 available from th: NCSO, but which was derived
a2l from the 197&% input-outp t table with price adjustment.
lentral Bank whol :sale price indices were used:
th umption WPI to adiust for input price changes
and nestic production WPL to adjust for output price
~hanga




4. Sectoral EIfR Estimates in Manufacturing

Table 4 presents the estimated effecrive tariff prorection
rates for 67 menufacturing LnduatriﬁslJIII for 1980 and 1985.
ffiL would appear that the tariff reform, if implemented fully,
will significantly lower the average level of eifecrive

protection to domestic industries from 63% in 1930 vo 30%

4
/" in 1985.4F the same time, disparities in EIPRs across

e ———

induscries will be reduced substantially, based om a compa-

rison of the computed values of either the standard deviation
or the coafficient of ?Eriatiﬂn.Jffg:fE general findings

~would conform to the declared objective of tariff reform
that adjustments will be made to reduce the overall level
0L protection to domestic industries and to even out the

apread in protection rates among industry sectors.

Examining individual sector EIFR changes between 1530
__4&nd 1985, one finds a preponderance of decreasing levels
wicth only 8 qu::.tﬂrsg-‘III showing increases in ETPR (some of which

appear insignificant), as a result of the tariff reform.

lfﬂurr&spnnding to the number of sectors within manu-
facturing distinguished in the NCS0's 120 x 120 input-output
table for 1974.

2 rnsae are T-O wectors 63,66 ¥2. 73, 18795 80
and 90 (cf. Table 4).
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TABLE & - ESTIMATES OF EFFECTIVE TARIFF PROTECTION RATES IN
PHILIPPTNE MaNUFACTURING, 1980 and 1985

{in per cent}

I-0 Ho. SECTOR. 1930 1985
26 Mear products 809.5 178.4
s airy products 2.3 0.4
75 Rice milling 97.8 8.0
79 Sugar milling and refining g - 0.9
50 Processed Fruits and vegetables 223.0 72 &
3L Processed fish and other seafoods 872.9 215.9
32 other grain mill products 176.7 75.9
3 Bakery products : 127.1 44 2
34 Coena, chocolate and sugar confecticnery 1.2 30.1
33 Desiccared cooomut products - 3.9 - 2.6
36 Other marufactured foods 94.8 36.7
37 Iimuors, wines, brewery and malt products 84.7 &d. 3
38 Soft drinks and carbonated water 127.5 69.5
39 Tobacco products 61.8 29.7
&0 Textile and knitting mill producrs 6l.% 36.0
Y Cordage, twine and other textile products - 9.3 - T4
&2 Footmear - 3.1 - 2.2
&3 Other wearing apparel -10.5 - 7.8
o Other made-up textile goods 93.3 43.0
&5 [ymber -1.3 1.0
46 lywood and veneer plants -18.1 -13.4
47 Fumitre and fixtures - 5.2 - 4.0
48 Other wood, cane and cork products -;?r.g -ia.g
49 Pulp, paper and paperboard marmfacoring : -
50 Articles of pulp, paper and paperboard 158.5 58.1
=3 Neswspaper, periodicals, books and hlets 2.3 17.5
52 Printing, bookbinding and other allied products 51.5 8.6
53 I gather and lesther products except for
Footwear snd other wearing apparel -10.7 - 8.4
5 Rubber footwear 6.0 1.7
) Tires, tire vulcanizing and recapping 5.0 39.5
56 Other mubber products 26.2 17.3
57 Rasie indostrial chemicals 14.0 12.8
58 Cocomt oil -0. 7 - 0.6
59 Other oils and fats 64.9 33.5
&0 Fertilizer and lime 23.2 16.7
Painrts, varnishes and related compounds 395 26.3
62 Plastic materials 443 3.2
b Medicinal and pharmaceutical preparations 0.1 1.5
6, Sasp and other washing and cleansing compoumnds ﬁg g::;%

{ther chemical products




Table & {comtimied)

1-0 to. Sector 1480 1985
. Petroleum rvefineries ard other
petrolemm products 124 12.86
&7 Hydranlic cement -10.1 - 8.9
68 Structural clay and concrete products 89,4 56.7
69 Glass and glass products 3.6 41.7
| Fiol Other non-metailic mineral products 54.3 36.7
[ 71 Bagic feryouns metal industries 19.1 12.6
- i Basic ron-ferrous metal industries 15.3 16.7
| 73 Cutlery, handtocls and general hardware 52.0 55.7
j ;55& g:;ilricated structural metal gﬁicﬁh - -ég'g -Eg%
Heating apparatus, Lighti plumbi Ixtures 83, :
76 Dthﬁa’nf:i:at&d macz_%np—r‘gﬁmts i 68 .4 50,2
77 Tractors and other agricultiral mechdnesy
; and equinment 27.0 13.7
: 78 Special indnstry machinery 16.3 21.0
' 79 General industry machinery and equipment
| : {excluding electrical) 17.8 25.9
0 Gtfice, comput and accounting machines
: {exeludins eﬂcri::al} $2:7 15.4
81 Electrical industrial machinery and apparatues 38.5 35.2
82 Cammicarion equipment excluding radio, TV &7 .9 10.9
83 Batteries 4.9 13.5
- 8L Electric lams, fiwowes, wires amd
' wiring devices 25.5 16.0
85 Hozzeho radio, TV receiving sets, phonos S 12.0
86 Refrigeration and air-conditioning equipment 76.4 46 1
87 Other household electrical applimnces and wares 77.9 34,1
a5 Motor vehicles, engines, bodies and parts 1.9 26.8
59 Renair of motor wehicles (nontradable) = =
70 Ship buiiding and repairing .0 151
g1 Other tramsport equipment 42.1 = T
92 Miscellaneous mamifactures 90.7 43,7
firerage 70.3 31.0
Standard Dewviaticom 1a4.3 377"

Cneffipient of Variarior 2.05 1.22
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- The above pattern of sectoral ETFRs for 1980 is similar to
ijphat obrained earlier by Tan (1979) for 1974. This is not
surprising in view of the dominance of rariffs vis-d-vis

| ather poliey instruments affecting relative incentives (as
pointed out above) and the fact ghﬂt there had not been much

significant tariff rate changes between 1974 amnd 1930.

By end-use category, consumer goods industries on the

| ~ whole continued to be highly :protected in 1980 while industries
producing capital goods, intermediate goods and inputs-into-
construction were effectively being discriminated against, as
sherm in Table 5. Even after the tariff reform in 1985,

_however, the same direction of bias is evident from the table,

notwithstanding the general reduction in the average effective
protection levels for the four categeries of industries.

. While the consumer goods sectors are seen to have the largest
i _fﬁf decline in average ETPR from 1980 to 1985, they would continue
| to enjoy the highest tariff protection, having an average

ETFR about 12 percentage points above the average for all

manufacturing.

At the other extreme, intermediate goods industries,
which already were being accorded gemerally low tariff
protection in 1980, face substantial ETPR cuts that will

reduce thedir aVEEage effective protection rate to about cne

half its 1980 value and 17 percentage points below the
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TABLE 5: AVERAGE EFFECTIVE TaRIFF FROTECTION BATES
EY END-USE CATEGORY, 1980 AND 1985
{in per cent)

Sectors Producing 1980 1985
Consumption goods ' ATy 43.2
intermediate goods 268 14.0
Inputs-into-construction 305 24 7
Capital goods 2319 19.6

All mamfacturing FO.3 31.0

Seurce: Appendix Tables 1-4,

— i
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average for all manufacturing. The capital gcods sectors'
average ETPR would also decrease, although not drastically,
which direction again is opposite to what is warranted by

a more uniform EIPR structure.

s

Therefore, while 2 significant improvement of the
tariff system would be achieved by 1985 in terms of reducing
Phé overall ETPR and the dispersion of sectoral rates around
the mean value, there will still be room for addirional
rationalization of the structure of rtariffs. This would
.~ Eenexally entail a further reduction in the protection of
sectors producing consumer goods and raising those of the
in ediate (excluding inputs-into-construction} and capital |

coods sectors.,

It should be noted that, within each of these industry
cacegories,; there are also digparities in the estimatad
-~ effective protection rates for 1985. As shown in Appendix

Tables 1-4, sectoral ETPR differences are largest among the

consumer and intermediate goods sectors. This is due In

targe part to the composition of these two industrizl groupings,

which 1include borth export-oriented '}_'.'.11:111:’»tr:]'.uE:sLIIr

o

with low or

Efﬁuch as footwear, other wearing apparel, furniture
and fixtures, certain wood products and other leather products
within the consumer goods categﬂry[[and sugar mlilling, desic-
cated coconut, cordage and coconut oil within the intermediate
goods category.




i rative FEiPFRs and import-substituting industries charac-

TEITT

terized by markedly higher FTTRs.

final observation is that,. even after the tariff

=

reform. « number ' of induscries would rentinue tc be heavily
i,f;;rﬂte:taﬁ- The extreme examples are meat sroducts and
processed fish and other seafoods with estimated FIFRs of

£=1985 cariff

Ln

‘ol
O
L

178% and 2167, respectively, for 197
—~Tevisions need to be directed to such Industries iIE excesgive
profits and/or low levels of efficiency, which are associated

with high ETPRs are to be discouraged.




5. Comcleding Remarks

As pointed out earlier, the 1981-85 tariff revisions are part
of a larger effort to improve the exdisting policy climate and make ic

more conducive to the efficient development of domestic mamfacturing

e

~industries. The zbove findings point to a relatively substantial

liberalization of tariff policy by 1985, given the scheduled rariff

chaniges, in terms of the overall reduccion in effective protectiom and

the narroedng of the disparities in sectoral rates. Of course, ir remains

e (o

to be seen whether the tariff changes will be fully implemented.

Also, it would appear that there is room for Srrther :Tmi:-rmm:s,

£ 2
i.e., in lowering the protection rates on consumption goods and raising

those on intermediate products and capital goeds, if the objective is o

move coward wniformity of effective tariff protection to mamufacturing
industries, Apropos this, two points may be noted: (1) equal effective
tariff protection rates should ideally be sought mot only for meresfacturing
industries but for all tradable goods-producing industries; and (2) cthexr
policy instruments need to provide offsetting svhsidies to export
incustries to rhe extent of the nominal protection to domestic sales
accorded by the wniform tariff scructure. Protection policy { a more
appropriate term is "promotion policy') in the foregoing sense is nentral
in that it doed not distort relative prices. UNo discrimination arises
other than that which comes naturally out of the price system. According
to standard economdc theory, this would not only allocate resources Lo
their most efficient uses but also distribute goods such that comsumer

welfare is mdmized for any given discribution of income.
/
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A disrorted tariff scructure could of course serve
Jgfnertain ohjectives; it could expand output in particular
industries, or ir could redistribute incceme, or it could
jtorove che balance of payments. But aven these objectives
P paj
can be achieved by other means that do not have the undesire-
able side effects of .misallocating resources and limicing

consumption. Providing direect subsidies fo industries could

stimulate production without rescricting consumption; for
redistributing income within & country direct taxes and

¥ A
transfers are superior to tariffs;=' while balance of payments

problems are better tackled thorugh exchange rate, monetary

1

é and fiscal policies. In general, it is desirable to address
I} policy instruments to problems that can be dealt with in the

"

Iﬁ most direct manner.

i Producers tend to prefer tariffs ro subsidies. Perhaps
_! the latter's visibility makes them less artractive; also,

direct subsidies are somehow regarded as incompatible with the

=

echic of private snterprise but the implicit subsidy from

[

ut it is precisely the

{hF

tariff protection apparently is not.
fact that subsidies are visible te the general public and
J T
represent 2 direct cost to the government that may prevent the
perpetuation of a protection policy heavily biased toward

certain industrries,

Any kind of policy reform leads to differential gains

and losses across both producing and consuming sSectors.

2/ 4 Qifferenrial rariff structime is also not needad as a means
of taxing Loy goods. A more efficient instrument would be a set of
liooory conswmption taxes applicable to both imported and domestically

produced goods.

.
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Resistance to a movement for a more neutral tariff system
would come from producer interests in the affected industries,
i.e.. those being faced with a significant reduction in
effective protection rates, which in view of the protracted
nacure of the country's import substitution policies ot
Raldwin, 1975) might prove to be more politically powerful

e

than producer and consumer inferests in general.

Failing to stem the tide of tariff reform, vested
interests could focus their attention on nontariff barriers,
especially in the area of impert licensing, which also lead

to a divergence between foreign and domestic prices, It is

however a declared policy of the government that import
regtr! - ions will be liberalized as part of the "industrial
structural adjustment™ prngram.l-'{,gllr To rhe extent that

the program is faithfully implemented,éf domestic industries

1/ ocom the original list of 1,300 banned import items,
264 were removed in 1981, “Another 610 were taken off the
list last menth (February 1982) and the plan is to abollsh
the w?ole list by next year" (Times Journal, March L, 1932
issua) .

EJIrThe program also includes other policy measures
relating to export promotion, investment incentives and
administration, and revitalization of specific industries.

EITHEE there is actual resistance to the scheduled
impiementatian of some aspects of the trade liberalization
component of the program is clear from the reported (ef, Times
Journal issue cired earlier) reimposition of restrictions
om imports of certain dufable consumer %ﬂﬂds, mostly house-
hold appliances, two weeks after a Centra Bank circular was
jasued removing the 24 items involved from the list of banned
imports. According to the news report, "the sudden policy
chifr was in reaction to strong criticism from local house-
hold appliance manufacturers”.




= e

can be expected to be reoriented "toward more efficient use
of rescurces which will make them more competririve by inter-
national standards and allow them to develop in line with

1y

_the country's comparative advantage” .—

The immortant peint should be made that, in the above
context, government is part of "producer interescs”. The
last few years have witnessed a sharply increased partici-
pation of public corporations and their gsubsidiaries in
manufacturing activities, and Ehis is bound to increase
with the active promotion of the so-called "eleven major
industrial projects” (11 MIPs, for short). The latter repre-
sent a sec of large-scale, capital-intensive projects
expected to be established during 1983-87 "to provide the
basic industrial infrastructure." About 12 5% of the 11
MIPs' total funding of 5& billion is escimated to come from
direct government budgetary appropriations; equiry contri-
butions of the National Development Company are being
provided to, among others, the $230 million coppet smelter
(34 .47) and the 5336 million phosphatic fertilizer plamt -
[BO%) .

it is intended thar the 11 MIPs "will produce vital

commodicies and intermediate inpurs ar internariomally com-

1/quoted from the Five-Year Philippine Development
Plan, 1978-1982 (Updated for 1Yol and 13 T

Ecm-€-%.

Ugiversity ¢ Lo DyELemy
Qehonl A

Dilimsn, Guezen City
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petitive pricui".if Given this objective, it would seem
- necessary thet heavy protecticon from competing Imports
via increased tariffs and other import barriers be
liuidtd;zf indeed this consideration should be explicitly
~ taken into sccount in the feasibiliry studies in order to .
establish true econcmic viability of the pn::t};]m.:r.mj*‘r It
this is not dome, the coumtry faces the likely prospect

of being presented with buge white elephants.

ipratﬁd from the Five-Year Philippine Develg t
Plan 1978-1982 (updated for 1961 und IQEE;, P- 13.

Efif, on infant industry grounds, some protection
(the more appropriate term iz promoticn) 1s warranted,
it should spply in hoth demestic and foreign markets, i.e.,
the incentives should not faver domestic sSales oveI export-
ing, and only over a specified period of time.

3/1¢t is to be noted that independent researchers
do not have access to the feasibility studies of the 11
MIPs, a situstion not contributing to san informed public
discussion.
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¥ TABLE1l: ETPR ESTIMATES FOR CONSUMPTION
§ SECTORS IN MANUFACTURING (%)

i

I-0 Mo, SECTOR 1930 1585 '
26 Meat products 809.48 178,45
27 Dairy products 62.32 30.38
28 Rice millin 97 .85 97.96
30 Processed é;dlm:and vegetables 223.03 72.41
A o Procassed fish and other seafoods B72.89 215.B9
32 Other grain mill products 176.72 7489
33 Bakery products 127.09 44,17
34 Cocoa, chocolate and sugar confectionary 71.18 30.13
36 gther manufactured foods 94,75 36.66
R Liquors, wines, brewery and malt products 84.73 44,33
38 Soft drinks and carbonated water 127 .52 £9.50
39 Tobacco produ cts 61.78 29 .57
40 Textile and knitting mill products BL 37 36.03
42 Footwear —t3 18 = 20320
43 O-har wearing apparel -l0.49 - T7.80
44 ¢ ser made-up textlle goods 93.28 48 .00
47 Furniture and fixtures 1 - 5.19 - 4.04
(48 Other wood, cane and cork products . - 4.2 = 3.37
50 ' Articles of pulp, paper and paperboard 158.49 58.14

51 Newspaper, pericdicals, books and pamphlets 27.70 LTS3
52 Printing, bookbinding and other allied industrias 51.51 28.55

23 Leather and leather products except . .

footwear and other wearing apparel -10.70 - 8.40
34 Fubber footwear L &.00 1.69
55 Tires, tire wvulcanizing and recapping e 39.33
63 Medicinal and pharmaceutical preparations 0.06 1.5¢

64 Soap and other washing and cleansing campounds 98 . 48 51.22

B5 Heusehold radic, TV receiving =ets, phomos 33.48 11,96

__ Bs Refrigeracion and air-conditioning equipment 76.38 44,12
&7 Other household electrical appliances

and wares 77 .86 3411

a8 Motor vehieles, engines, bodies and parts 31.93 26.85
91 Other Transport equipment 42.07 38.63
g2 Miscellaneous manufactures 9. 74 45 .69
Average 115.01  43.19

Standard Deviation 195.52 47 .44

it
[ I"‘

>  Coefficient of Variation 1.70 1.10
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APPENDIX TABLE 2. ETPR ESTIMATES FOR
INTERMEDIATE GOODS SECTORS IN MANUFACTURING (%)

PR EEETT SRR e N -Drd el S 28

I-0 No. SECTOR 1980 1985
29 Sugar milling and refining -112 -092
35 Dessicated cocorut products -386 -2.,63
41 Cordage, twine and other textile products -9.26 =740
49 Pulp, paper and paperboard mamfacturing - 47,49 +29.29
56 Other rubber products 26.20 17,89
57 Basic industrial chemicals 13.97 12.82
58 Cocorut oil - 0.73 - 0,64
59 Other oils and fats 64,88 33,47
60 Fertilizer and lime 23.20 15,68
62 Plastic materials 44 28 ks
65 frher chemical products 47.05 3434
66 Petroleun mefineries and other petroleum
products 1236 128
83 Batteries 83.91 13.64 ;
Average . 26,80 15.02
Standard Deviation 27.76 13.32

Coefficient of Variation 1.04 0.95
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APPENDIY T2BLE 3: EfPR ESTIMATES FOR INPUTS-INTO-

CONSTRECTION SECTORS IN MANUFACTUIRNG (%

I-0 No. SECTOR 1980 1985
45 Lumbex = 1T 1.02
45 Plywood and veneer plants -18.07 -13.43
8l Paints, varnishes and related compounds 39.56 26.29
67 Hydraulic cement -10.08 - 8.92
68 Structural clay and conerete products 69,40 56,67
69 Glass and glass products 54,57 41 .68
70 Other non-metallic mineral products 54,33 36.70
il Basic ferrocus metal industries 19.07 12.56
7irs Basic non-ferrous metal indostries 15.28 16.66
13 Cutlery, handtools and general hardware 52.01 55.6%
7 Fabricated strucnral metal products -10.31 - 8.2%
75 Heating apparatus, lighting and plurbing

fivtures 83,61 63.55
75 Othar fabricated metal products 58, 42 50.20
245 Electric Lamps, fixtures, wires and

wiring devices 25,53 15.98

Aversge 31.5% 26,76

Standard Deviation AL 23 25.45

Coefficient of Variation 1.02 1.03




APPENDIY. TAELE 4. ETFR ESTDMATES FOR
CAPTTAL COODS SECTIORS IN MAMUTACTURING (%)

I-0 ¥o. SECTOR. 1980 1985
77 Tractors and other agriccltural machinery
and equipment 26,96 13.67
78 Special industry machinery 16.33 2103
79 serneral industry machinery and equipnent
{excluding electrical) L1719 25.94
B0 Office, computing and accom€ing machines
{excluding electrical) 12.70 15.45
B Electrical industrial machinery and apparatus 38,48 35.18
82 Comamication equipment excluding radio, TV 47.91 10.86
90 Shiphuilding 7.02 15.14
fverage 23.88 19,61
Standard Deviarion 1365 L EE?
Coefficient of Variarion 0.57  0.40




