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1. Introduction
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sritqgal “f/l‘he gréatéf’ flexibility in exchange rates among developed coun-
trie¥ that was ‘initisted in the early part of this decade ‘appears likely:to
“Edntttite ‘with' perhaps increasing frequency of actual devaliuations of defi-~
‘citcointries and revaluations of surplus ¢ouritries. *Theé tepercussions
" of such currency realignments actually extend beydnd-thé dbmain sf the
developed e“éohomlefs on to the less developed wérld sirice’ presentday’
LDCsare engaged 1n trade with the developed countries in varying
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extent. Thus exchange rate changes in the latter could have signiﬁcant
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economic effects on an LDC through the 1nduced changes in relative
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export and import prices in terms of the LDC curre_ncy. //
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“Gevveliinthls paer we are intere'sted in évaluating the extent to which
Phﬂiéﬂhléféxpoﬁs‘fi‘é‘épond“to differing changes in°the-eichange rates'in
the curréa&les of the country’s  two principal trade partners, ' :na‘nx‘ely-:;
Japan ahdithe United States. ' These two countrigs. have figured: promg&
nently in the recent realignment of-major currencies, giving rise toispecu~

lative discussions locally on the appropriate course of policy actions to
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need to éetermine the implications of a currency realignment for the com-
modity export sector among other major elements of the Bilance st pay~

: -mer@ Our focus of interest is in the possible redirection of Philippine
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export flows to Iapan and the United States as a result of the altered
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sets of relative export prices induced by currency realignments involving
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these two countries. It will be assumed throughout that the response of
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export supply to exchange rate changes is fully equivalent to that due
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to changes in export prices expressed in foreign currency.y/
vebins: : SOAT el IS . RS e A g o ! .
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“ilExport $upply Sqldflons dre estimited §oF the Country S prin- -
‘gl igKbort commoaitEy Shd he non~PrIGIDHT GHILIS that Frovides e
SCOBY 6T substitiufiBi bRewesH: export Harkets] - To EXpISTE the timy« o
dimension of the impattief é}iéngés i relaeive! pricési o export trddi’
flows, lagged responses are also examined. In view of the discrepan-
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cies in bilataral trade recordings observed previously, substitution i
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possibilities are examined using two sets of data, one consisting of
velecier iy 0bBIE Isqinnitg owd e ynuon wfdt e coloiaviin eds

+ Philippine recorded export data and the other based on corresponding
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partner country recorded import data .
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2, Pattern of Philippine Export Flows _
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%H&r*vaiues from 1962 to 19 69 ‘the ‘Shservation perfod’ choaste'iri'
for-the statistical bstimation of subs'titutibn“ ‘Paraméters, and’ corr”e“spdridhg
quantity’ datd“Sf Philippine exports at the 4-digit SITC level aré Availabie

37 isido

ir'the afifiEa¥ {ssue’s ‘of the ‘Forsj

published by the Bureau of the Census and Statistics (BCS). Corresbgﬁy-

L
in% import frigures of the Philippines two major trade partners are obtained
2% B TSR K DU RTidat i

from various issues of the C (United Nations)

sish ool L., SOE Gl
and Fore eign Trade Statistics of Asia and the Far East (ECAFE) as compiled
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and adjusted for temporal consistency of commodity classification by the
woflor i
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Statistics Division of the Institute of Developing Economies in Tokyo. .
CEBD DOl : i

v, 7t cPhilipping export and U.S. import data ‘areﬁ#}ai‘l\able}’inﬁ 387
valugs Whilé Japanese tmport recordiﬁgs are on c.i.£) basis only. “MRd ¢
“Crats sets hot'immediately comparable 6is flbst task itE o “corvert O’
Japafiese ‘¢4, £ imports Into f.0.b. values. The' stantard’ procédire wuld
Be'to igé'a 10' per'éant margin to allow for insurance afd trarsport Bodts, ¥
absuriilng away éxisting’ variations across'gd5d¥ it the ratio of talsporf’

cost to total cost and possible differences in handling charges' (Monéta®?

1959) Fortunatel'y in the .present case, we can do better since

Philippine export data as recorded by the BCS are expressed in, both f. .b.

10 0ltsiv
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and c.i.f. values from 1967 onwards‘. Thus, assuming that the recorded
insurance and freight cost figures for éxports to Japah 4F% identital with

those, for corresponding, lapanese, imports and bagring, serious inaccuracies

L

Lxpart values can be ysed. directly,on Japanese.Gudyfiiitmport - data: o

obtain _the Iapanese ,f.o,p,rimport valnes for- 1967 to 1969 by -commodity :

itemr sl A0 OHT aoiialist? bop conooe ot T geswf oy v Dot
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“For years prior to 1967 the mmgg_ ratios for 1967 1969 at the

[ Hore absr vithe oo e s

-digit levef are appued to corresponding Tapanese c i f import data
ﬂ.";"\ . RO b5

fof""éonversion to f.o. b' Vaiues%“‘THIs is ”d“eemedv térabTe to extrapola-

t?ng backward the annual values of the f 0. b ~C. i f ratios on the follo-

arit Gv i1

wing ground st (l) with data for only three years, observed trends can

‘_.:r

hardly be meaningful; (2), for 3.large number of;commodity items the
apparent trends are erratic indicating opposite. .apnual movements in the
f.0.byx6.1,f. ratlo in 1967768 and 1968-1969; ; andr, @k for those commo
ditles with a discernible trend (gither rising or falling) ;the . observed-
variationls areaptgallyminima} -.-Appgndix Table 13 gives the ratios used
for 3~digit SIIG . groups; from,. 1967 to. 1969, together with thelr averages

for %%tgefsmd‘ asde potibosd of esonwroiiin wodl 2oq hoae dear T 0L
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As might be expected these ratios generally lie in the vicinity

o - 5 oWl g aDert vro oub Togrs i g
‘of 0‘."9 A significance test to cfetermine if the deviation of observed
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ratios from 0.9 can be explained by normal statistical errors shows that

the t-value is low enough to meet the 1 per cent level of significance.
S Y ‘ib( { 1\/1. ', ’{i)/’ N I.ﬁ, . IR @QA lvuv‘,

It is thus clear fthat on’ tHe whele!theiactlhal’ mang.'m for fxei@hﬁamd insur-

ance in Philippme exports to Japan is approximated closely by the 10

o b den gam ke e i AN e

per cent difference ﬁequenﬂy assu.med between! f-io b..and c.i.f. trade
e i =) 1=2 L S BAE P 5] Naz

values. What such a‘procedure dbés not bring out is the existence of

some marked‘ly signiﬁcantiééfaéffures from the 0.9 ’};‘ama. :

< I
Mogeta (1959) hqs,gg\)i.rg_ted out that the ra;_,lg of transport cost
to total cost{_}i‘,s "an inversg jf.gngtion of the value per ton of the comr{godity,
so that for h}gher«valued iter‘nfjt may approach zero and for lowruva]i._ued
items it may‘._:approach onef‘_, :,{(p,: ‘.;{21) . This is given some empirical sup-
port by the unweighted avqr?gg.sﬂof the f.o0.b. -c.i.i;,ff:. ratios of 3-digit
SITC exports shown for the ; _:}\‘],L:»-‘djigit level of aggregthlon in Table 1.
Philippine egport commodit§§§ which have undergone,a greater degree of
processing (SITC 4-8) appearto show lower tfanspgrt cost-total cost
ratios compared with raw material and semi-processed exports (SITC 0-3),
This is also evident from Appendix Table 1, where the f.o.b.-c.i.f.
ratios at the:3-dig1t SITC level are seen to be lowest for semi-proceséed
goods such as iron concentrates and iron and steel scraps, the proportion

of transport cost to total cost ranging from 20-60 per cent, while corres-

ponding ratios for machinery are only about 5 per cent. The veneer and



Table l Average F.O «B. -C I P Ratios of Major Commodity Groups
-in Philippine Export Trade with Japan, 1967-1969 T

R S, - ERRUR o o peg e e~
oo - S : : EB S T A

SH!Q el NO-.-Of '3"d191,t S P.Q.B.-C.LF. v« . Rank
‘ Eiﬂg_

IREPEEIS

1 o 4 | 0. 8842 7

g Sr g o e 0i7855 " - gt
SR e e gy A e 10,4518 T 10 T

hg C e i e - 0.9175 ‘5

IR JEE R B AL 0.9399 i UTiGrgn el
6 g9 . ‘ 0,981 To T g o v
75 aio CLYEgotee. CcitgLe46F h o 1 oioume OTle
0 BOTLNL i qgie abeu L g gagebumen tieg anigrtiis
Qo L7 ow iguanst yowel VB [ 1 SO S Titgl

. oo many NG ENT f e o oy e e iy - e e s e et - B3 Clmep e
BT I ouMe hoasonaadepes ©oe ot G e



-7—

LetsAIBN L Ce o v e sangel aoacrad  lrponspoml vieviisles sun

7

plywood ratio of transport to total c.i.f. value runs to around 15 per cent
yitnsup bris our v vardalido T moTh Canivan o

which is only one-half that of unprocessed logs (30 per cent) The lowest
oY yliniosqee ~ldelisv s Sihpotr  grerls 00 906 Y93I afi dopodils, 6i50

f.o.b.-c.i. f ratio is registered by SITC 3 comprised of only two 3-digit

aifdd nogoias L aiph o e oY bon o rioose pqinniig=non
groups namely, petroleum products (313) and gas, natural and manufactured
aril 35 nenorobn o Ao o : oo melden
(314) which have unusually low ratios of 0. 3983 and 0. 5054 respectively.
BIBh VIS LD B Poegdy o RTSIREE AR 3 tinit
On the other hand the average f o. b -C. i.f. ratio is highest for SITC 7
et o foyar oo TR NIRRT T B Doents sl Qo Smon oueny
which is made up of high-valued machinery and transport equipment.
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The adjusted Iapanese data on major imports in f.o.b. values

1300516q Do ol i R sTC RN AR SRR S oot Yeoaan ol
at the 4-digit level are shown in Appendix Table 2 These figures would
ab yifpoidoe oo oo o s iHi e stiibues ey abstd vinuos
presumably be closer to the actual f.o.b. values than if the constant
ow? adi Yo i b o h S SO - s U B SRR Te R oA A LR SRS F 61 A A0 el Tefl
10 per cent margin were used.
110gxe fir a0d oo onney L e Lase sl ondkqaitidd ey of viieomr oinn

piibrdnother majer data difficulty ‘encountered 1n studies sudh as the
present one is she: unavailabilitysof-information: bn. actual export prices
by country of destination. :While there dre'well-knowtiithedrétical oo
objgetions:to - the use:of unit values'of;imports and ’e’xponts7~;fzé4qnostt;>o£-‘:‘f
these stem from the heterogeneity"o'f'»agg’regate'db"commodﬂvy groupejlououls

Our preliminary data examination suggested that unit values would be

F:lt‘l“vg'/"\c .‘”_11‘ " \X \gd

J, ,;‘.m. i VBT

-preferable to partner country wholesale price indices in providing a
measureiof the relative pricing of Philippine export tommoditi&s’ (which

jpodA L roifsrinsoncs sidasiposs Do viibomme o o sannab dndd s vd best
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are relatively homogenous) between Japanese and U.S. markets.

ey heriwyla

e 19C Unit values can be derived from published value and quantity

T data.although the latter are not always readily available especially for

5

' non-principal exports and for partner-country import data. Apropos this

e problem, derivation ‘of the price measure had to be undertaken at the

.n‘

-4-digit SITC lével because of the difficulty of aggregating quantity data

where some of ‘them aré missmg at'a more disaggregative levetor where

sy o g

units of‘ inéasdre‘inéht used ars’ not dfrectly oomparable.sj .

B

The use of tWo Sets’ of ‘data based on Philippine and partner

il_I

*country trade recordings presents still another source of difficulty in

ool

that ot certain years' quantity data are available only in one of the two

g 0l
sets, mostly in the Philippine data set. For this reason the unit export

values derived from Philippine data are used also with corresponding

odi ne 31U
partner country import values in the regressions when. necessary. Trrse 81y
VLI FTe
Generally data limitetions in Philippine recordingg are more severe - i
FOETETO0n .

among minor exports in that quantity figures do not appear consistently:ic

tln'oughout the period under consideration,

Slpsie, ettt opeyie o0 ke 9oand
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Philippine export trade like that of .most LDCe « 1s:character= ..

Aojde, Lot e

ized by a high degree of commodity and geographic concentration, About
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fouri-fifths of the Philippines® foreign exchange earnings from merchan-
dise: trade for the period have been contributed by fourteen principal
exports as shown in Tables 2 a and 2 b B/ Of the fourteen, three can
easily.account for fifty per cent of total export vaiue for any given year:
sugar, copra, and.logs from 1962 to 1968 and sugar, logs and copper

conqentrates in 1969 .

Do Qn the average the fourteen' principal ‘commodities have grown
|
at an unimpressive annual rate of 4 1 per cent. The most sluggish

growth ls shown by the country s traditionai export earners Iy namely,

sugai' and bopra. 'lhus they have been outstrippéd in relath#e import=

anCeiby the fast growers in the group, logs and copper conc?ntrates,

=]

i

which find:their way mostly to the Iapanese market.

These principal exports which explained around 90

of total exports of the country in 1962 underwent a steady d,_' ntrend

over the pqriod so that by 19 69 their relative contribution waé only 68

I (. e - ) l)i

per o%nt. This suggests a significant increase im the rdiativ? shares

!

Lo
of nor-rpri cipal export commodities and~points to a possible imovement

r,' "I (3 g
{

towards” co}nmodity diversification in Philippine eirport trade.; Only a

few of the prin,gipa.l export commodities ihave.impnoved their relative

: R 1 S
posiﬂlorfs, mdst notable of which fs oopper concontrates contributing
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roughly a fifth of total export. eamings in 1969 compared to a sh_are of less

. (J 0 e _;‘, [0 SEEARENR T 22 C‘- .(l:»
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than 6 per cent at the beg'inﬁing of the period To é le’sser extent ilogs,

coconut oil, and plywood also increased their shares, while sugarfand

o A BT B -t
- oy [

copra suffered a: severe decline in relative importance. O

Table 3 shbws the distribution of pringipal exports byﬁ duntry

of destina'qion. Countries otherthan the two dominant trading partners,

proes x

United States ,and Iapan are lumped under the title "Rest of qhe WOrld "

(ROW). The figuzes give an. indication of the geographic concéntration of me

countrry's principal exports geographic concentration being *neasx*ed 2

.1
Pt

(il

here simply ml terms of shares of -co.untry-destination relative! to—-total

x

export valﬁe of a given commodity. The dominance of the United $tates‘

\

market is clear in most commodi' ;exports. Iapan,has ‘been a dominant

,’4——

importer of molasses logs, iron concentrates and copper cohcenf}ates.

0

Finally, the "Rest of the Wgﬂd 2 in these cases. mostly Western.
~ M*N\——

European countries has relativ“e‘ly large shares in :Philippine e:gtrs of

OMUELA DIFY

copra, copra meal/ ca?ce and abdca. ,
[ : ! ,“ ,.:

et

Shifts in the relative importance of market i Q. chabges in the

‘ !

pattern ofgeographic flows are not uniform among the principal )
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port

commodities. While there has beenwa complete;lhs.a monops ny p

i o O
Philippine sugar exports some diversification of markets in varyi
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extent has apparently occurred for desiccated coconut lumber , coconut

oil, plywood, and veneer in favor»ef Japan and IDW Japan's proximity

to the Philippines gives her a natural advantage over the United States

and Western Europe for certain commodities for which locational factors

are important, qs in logs trade. In iron ores;andbcopper concentrates

b . i : [ : :
-t § N _ o . 3 [

Japanese dominande is as's'erted ov,er time at the ‘expense of the United
‘ R L.

Statefs_; and ROW. ‘ B
r;? ! i T S
Lo 1 | A

,* Mipal exports have grown relatiyely faster than the

.

)

l

principal exports durimg the period 1962-19 69 (34 5 per cent vs. 4.1 per

R S— .i__,_

cent average annual rate) Sharewise the United States has started out

\ ,

.....

as the mest important buyer of the oountty s non-principal exports in
1962 hut displaced later on by ROW (c f. Table 4) + Japan's share has
conspicuously lagged behind throughout the periodC Manufactured

S ———————
‘minor exports expanded most rapidly in our trade w’lith Iapan followed by

| ‘ ! «‘
raw materials and semi-pmces sed exports. By contraﬁ raw material

exports to the U§ have grown faster than manuifactured and semi-processed
' ! H {/« ; 74 "‘t
exports. % | |
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Some findings of a Constant-Market-Share analysis of

Z/ .

Philippine export performance may be’ mentioned hdre. Growth of

total exports to the United States has been shown; to he more sluggish
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than that of Japan (2.3 as against 14.9 per cent using Fhlippine data;
4.3 against 14,7 per cent using parti:xe‘xi'countrytrade :i'{ecorditig) . Aixiogg
nine principal exports to Japan, only two (iron ores and ebaca) have had
average annual growth rates below iO pe::,4(1:};(:.,11__%;f . Ihe rest ~-.logs, copper
concentrates, copra, molasses, lumber, canned pineapples and desicca-
ted “doconut -= H&ve%énefita'd*immensely frongvery iafge ‘expansion efpdts

. ‘of the ?apanesé“marléet aftly eS:c’eéf for 1695, “ifarket ‘share. offSGES NS

overall growth ex“i‘iiiﬁed"ﬁi}%dé“ gidcated ’66%‘6’:&& '3hd Liibet are'notable.

S e egpd i B . e g e e LD ENONTIG
ERGL AT ¢ CbTroe 5 wr0n: Tavere il L0 o o of iR ITQUELRS

- WYL

S Among the principal export commodities to the United Staies,;

. felatively high overall growth ragos are seen for coconut ofl, plywood,
copper concentrates and vaneor, The first two account for slightly pyer
20 per cent of Philippine export earnings from the United States. Howewer
}éugar, ‘which corigigutes toughly 40 Pér cBnt of total, has virtually stag-

“lated. ‘Gther important products showing declinirg Rifket sharés are

Ed piywood’ and desiccated coconut. Veneer, copra meal or cake and’ logs
have increased substantially‘ “i&ﬁéif"s“héres of total U.S, imports of these
products, bt their co;itribution toj total ex’porib-to"tﬁeiﬁﬁited States are
too small to affect substantially the overall growth performance.. «i.'w

Non-ptincipal equxts, Like the principal\ ex;iorts have suffered

setbacks in market shares in the United States, although in Japan the



-ig-

‘‘‘‘‘

Psated for by a gam in relative shares. )
4 FEL o IR TR S AU RS N SOl s st

57 Substitution” PdSSIblutles Cownlenl w0 o spey

[

SRS IR TR § S TEERP RGN (ST S NS T Y R Uo Y LTI (A GIPTNEC et

S The UJnited States and Iapan bein%g_tl:tegga{t)&ei markets, to, .

Philippine exports, qhanges iq relative prlce§ attendant oa change in
the sxchange 1ate of the Reso vig-a-vis, the dojlar,and the yen can be

expected to 1nduce a red:lrection of export, ﬂows to the ma,rket whose

eurl.

export price in peso terms has moved more favorably. Thus a dollar

3 [omee e
deva’luation and a yen revaluation (as in the’ Smithsonian agreement of

s ey

1971) wWould lead 16 a qualitstive 4sﬂi"ftjsi'n‘ export l'maix'ket share towa.rd‘“the
Urﬁted States 1f the peso exchange rate to the dollar were retained
tevsntalt modstT Botio L L ot R T IR (oIS A VR CI SUPTR RS SIS
Sh el ?To 1nvesttgate quantitatively the .extent of market, substituttqn
in Philippine export trade, relatlye shares,of the Upited States and, hpan
are hypothesized to depend on relative export prices ip.peso terms,  The
wing o/

Jollgwing fegression.equation iy employedt y; .

Hebrajedoo bonnen. 0 cusd
RS PN ‘)ultog(%i/ﬁﬂ)*'ai*b 199 1}%051'11 fet! avl o
.::.«i‘;‘i“*;r_:;'r‘vz-.‘;-':z.“-.«.{-_so; ehwin s e oy et P Eree s o dueie of BLosas oo

Sji = share of Japanese imports of commodity t to
i xototal valdeos! PHEN ppine expoitscofid (10

% e P’ T ey oA by b LT et e r e @ Pl e ey epes b e
O3, fSfEL D DouLnlils (e9iaio Dodind and ol aetsris Joonsrm ofoo
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owt ot Ssi = -share of U8, imports-oficommodity: 4°5t6 - total
value of Philippine exports of i :
R ( .-\/,'~"- A . ORI 4Pt ’p’ r* P

LY IR L LLia

unit value of commodity i exports to Japan
RS TH AT Ton e P A TP LR o (68 SO %9 9ukaqiiicd urtt o wneh

unit value of commodity 1 exports to the _
CiiUntted States: | (kv T DaInslor 101 Lo oo

)
1]

sfviiodsa wor .53 iEn00for? 1962, 17 for 19%‘?‘”"" 210y Foriuyes
O e S PERTEL T TS

The coefficient b een be interpreted as a price elasticity of
" market shares;;o'a concept similar to-that used by Iupg and - Rhomberg
na: (28 78). to:represent ‘export competitiveness among dévéloped countries.
z o Fhecinclusion of a:trend variable fh the régression equatién allows “for
[ the possibility of shifts in the relative market share diritig the ‘obgeérv-
ation. period: 1962-1969 for reasons not related to chafiges in relative’
export prices between the two principal export markets’, ‘This ight be
due to'the rise in share of other countries which hagsadlsplacing effact
on either the U.S. or Japanese share resulting from:thé iAcreasing pen-
~.c.gtration of relatively newer mackats:, ' “A positivec (hegative) walue-6f
nithéctrend .coefficiant v & -would ‘theniindicaty a:relatively Thore serttas”

ceffect on the' ¥ «8:: {Japanese) @xport shares v o muslnl  isos]

fueo it noehsmou al omisl viemewixe oo wilolb oo add By

It is recognized that the price response of relative export
Sramnniiaet voneTLn L rrier ose nl)  Laniyy fiorse svizolaed of woene iy
shares may not be completed in one year; hence lagged relationships
o 6 oyns al Fiov L oT holtoaxo ¥on gl polunrol owl oeetll palvys o

Loearl o aefitiboprmron ccodd nb of v Mogxe codgailidd Yo ocoddnenii s
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are also te_st_ed, i.‘._e._, regre_s,}s_i}ng releﬁ;iy,e stxages on 1egged (up to two
years) and unlagged relative pricég .' s:epéra?‘e(lyas weil as jointlyj.:)l‘hﬁ
1s dome using’ Phﬂippine'expcir’{ ‘data an'c’i:"/cgi*rﬂejsﬁcnding partner country
import data" for’ Kel8cted prinbfpaifexpcrt cgmgnodities and for non-
grinciggl exports c_laes;;red by d_egree of prccess_i__ng, viz., raw materic

semi~-processed and manufactured goods.

. . . . AT
B P R L o e D [aare . Triy eyt Sy
o 'x{'j:__}»{_”),. ENSRUTRE RN 0 AC TR IREoRLE [ 3ifh e - rmInLt Lol

. ‘I'he geograph.ic distribut(ion of Philippine exports as ‘discugsed

PRt Taraw Jirs
93’119" suggests that market substitution possibilities between the Unit
. uon N : A eI L U TRD T GO e el B [t !

._?§__g_:at_e_s and Japan might be quite limited for certain principal commoditie.
~imported to only a negligible extent by either country. due to institutione
lgc;eﬂcnal anc}/ or other factors. Among the fourteen principal exports.
accounting for about 80 per cent of total export.recejpts.in the entire
: period, six commodities have?ieﬁen so identified and gxcluded from the
quantitative estimation of substitution parameters, These are, sugar,
copra meal/cake, coconut oil and plywood which go.mostly to the, Unite
States, and logs and fron ore which find their way almost exclusively,to
Japan. Unless the nmgnitn%t; I%f ?egcﬁcge?nge @F;%,ﬁ!’f@ngﬁa‘f of the Japangse

yen and the U,S. dollar are extremely large in comparison with past

ab ot
change‘s in” relatfve export prices (in peso terms) currency realignment

A—v(

A IO

mholvfng these tWo ccuntries is not expected to result in any appreciabl

redirection of Philippine export trade in these commodities. Reasons
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for the extreme market concentration of these six export products are

B -

provided in Appendix A, IRRE RN STk o

o Selected regression results for the remaining eight principal

»

export commodities, except veneer for which no significant estimates

| of tlie' price. elasticity of market shares were obtained are; shown in

.
§

Table l4 with the following notations

<
X ='log (Sj/" S), based on Philippine export data

Pk = log (Pj/P) lagged k years k=0,1,2);

'\u

i based on Philippine unit value , f flj_:f‘f?z‘,—f’ BeL T
x* and Pllc “Rave the same m”eaning a's’:?"aﬁovéxbut Baped on-cotresponding

partner country data. The estlmateqi equations prresented are those
-1 BT & i

that contain estimates of thé coefficieitt ﬁor‘ Py significantly greater
than zero at the 5 per cent l\vel Y If the introductén(df the %end
variable A_is found to reé%x,c,e tne sig ifipance of thé® Pk ooefficient

estimate, iny the estimated equation without the t-term is selected.

;\w Lo \\ - -,
. AT _ X . \N‘- " :"'. ',__‘ o .‘*

w.:"f‘a N :'-':}"
Use of Philippine data in the regressions is seen to yield a
)f\\ ;L) “\
: significang;correlation* beotween relative export shares and prices in fi the
“" + Ve
yU.S. and Japanese markets %for each of thé seven principal commodities,
N r,',\ - "ﬂ'

By contrast only for desiqcated cpcoﬁut o?nﬁed pineapple and copra

is the reiationship siqni;icant based on partner country data. Increas~-

Ny

RRRLN re a SRS (,_‘.
ing relative share of Iapan vis-a-vis the United States independently
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Table 4: Selected Estimated Equations for Principal Exports
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of price movements is observed for canned pineapple, copra, molasses
and lumber, the positive trends forthe first two commodities being
indicated from either of the two data sets. Only in the regfdssiifof
ggy;esiccagpd coconut based on parmer cduntry data’is the' simultaneo:
influences of both current and lagged price variables found significant

yof Syas’.

: which leadf us to the inference that most of the substitution effects on

\

R 5 \ »a

| Philippine commodity exports of exchanbe r&te changes in the U.S, and

Japanese crrencies would be felt within two years: » =

o
N

Overall, a high degree of export market sybstitution is_sugges

by the regression results. Except for- lumber and copper toncentrates,
the estimated elasticities (represented by the coefficient of Pk) are
substantially greater than Z%Q/Three alternative values of the weighted
average price elasticity for this group of principal exports might be con:
sidered: 2,17, 2,60 and 3.33 - - corresponding to the minimum,
average and maximum values, respectively, of the elasticity estimate:
for each of the seven export commodities represented in Table 4, The
impact of export price changes on the relative shares of Japanese and
U.S. markets for these export commodities as a group could then be

explored quantitatively using such a range of elasticity values.
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s 00 i FOF; the non=principal exports, data: limitations suggested

excluding the regression specification with the price variable lagged

1/

two years to avoid a drastic reduction in the number of observations.
The results presented in Table 5 are based on Philippine‘_f lata only ‘the

estimated equations from partner country data generally having insigni-

ficant and/or negative reldtive price "coéfficients.'lz/W1th the excep-

tion of one regression result for the mggiggg@g export category, H/

$as
none of the éstimated equat,tons with the lagged price variable (appear-

ing either separately or jointly with the concurrent relative export. price

variable) were statistically acceptable. . ,"The significantly positive

coefficient of the trend variable in the equations reported for each of

L § o i O x. .
QA LS { i
U B AN i e

the three categories and for "all" non-principal exports would seem to
S -
g1

reflect the increasing share noted abave oﬁ partner countries other than

the United States and Japan at the relative expense of the U.S. share.

Some interesting observations on the estimated values of the
share coefficient can be made, One is that the estimates do not differ
very much from each other, at least in comparison with that obtained
for the principal export commodities. Furthermore, the share elasti-
cities are generally lower than those given earlier for the principal
exports., For instance, the estimate for non-principal exports as a

whole (2.18) is only slightly higher than the weighted average price
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elasticity. for, prinaigel +exnorts based on the mnun_tm values of the .

elasticity estimates. for each Qf the _seven.export. commodities given .,

Jabloye ,% ch,weaker respanse. of. the.non=pringipal exports .9, ..

changes in relative export prices in the United States.and Japan might,

be explained by the fact that they consist mostly of non=traditional

- _;(-ﬁ
ite) ST

iizelun votwe T 7 adl - s abee
export commodities still i

the process of developing markets abroad and

Yoo anig TR st tel griteciis O06I9VE
hence are incapaBl’é of adapting as quickly as the principal exports to
SR e q;lJ ot p(i' S I byt 1( )Af}L
the observed shifts in relative profitability between the ]'apanese and
—mon (00 (Bl BELD GRS IRk C ORI R SRR S NN B T
uls. markets 7 ' : "
oo il meb peismife s viicidenia viftt add ol potbroge st

ory .531&9“; t!zs aboye estimates of the price elastigity of relative,,

U
.-

market, shares . (n value tarms). in-Philipping export frade with  Japans

apd.the. ;United States, what.cap one .say Qf the overall scope. for. subs-

tink

o fitution between these two principal markets for. Philippine exparts? ; -

l'

It needs to be recalled that seven commodities in the pri-_ncipal exports

category have been indicated earlier to be inflexible in respect of des-

ey 9 { harior seoee
tination markets. The substitution elasticity in value terms for this

RS S

group of commodities is therefore unity. Their joint contribution to
the total Thiue of Philippine exports happens to be'ie;uite large.' Ba‘sed

+

on Philippine data recordings, these commodities accounted for 62 8

r| WwoOF 3 ( 200

'per cent og total receipts in export trade with ]’apan and the United S:ates

""" T of cwoll fromyie et ilils

during the observation period 19 62 1969. The other seven principal



exports, for which a range of estimated substitution elasticity values

is provided above, contrlbuted 29.4 per cent, whlle the ‘non-principal

i SO e O YRy

exports were reeponsllﬂe far the remaining 7 ‘8 per cent of total® éxpcrf

R e e o
revenue during the perlodl S s T o R P

A4 ke lj ; ‘,"‘ mx

Thls leads us to.the follo:wing calculatiog of th@ weighted
average substltutlon elasticity in value termsgf %§m11pp1ne export

flows- during 1962-1969 to. the I,apanese and U.S,, -Jagkets: .628 (1)

&

204 317, 112:460,13.33) 4 . 078,(2.18). (1 44, 1.56, 1,68), °°F,.,“
responding to.the three: elastigity-a s;tlmates der,tved eax:ller;. )for»the seven

principal commodities as a group. One may then infer that, yglnmewlse
Phlllpplne exports to Japan and the United States in the aggregate have

ARV, 524 [ VRO VAP s e
¥ : 1o it o BOfy 5 50 2OTIME o e Yo%

responded rather inelastically to changes 1n relative pr‘ices in the two
el Ntw aRen ronwe on HQo g T h e
markets, the elastlci:ty values in physical terms belng observed {B#arge

:;
edue % aenr [stove e e Y62 000 neg gy Tote DadkeT oy
NS X R 2N ‘x r\“jlb

from .44 to 58 IR 043
< shorke anp fLﬁ r“r‘q 1 sian Svem o LR g o . 2
Pk, Ll o HENES BT T oy f"lf _i

B

I700xe [E'hmughpgﬁwthe ebservation. pe:;'lod 39,62—1369 .. the excl'xange‘E

rate betwm the.cufrencies; of the We, gpuntrleet mained constant.

YR 1\9#
Thas*changesf over: time; in;relative exporg ,mpes in .peso terms in ltjhe
i M ETRTLEY

tw@ﬂ markets: ﬁould be. aeqnated to the price, ghanges ln terms &of eci}tner
4 4 e
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by a major currency realignment involving these two countries, €.d.,

;v»r" i(.)

as a result of the Smithsonian agreement of 1971 . To do 50, it will
be necessary to spebify the policy response concerning the peso ex-
change: rate.-s"'with' the .U>S. dollaf and the Japanese wyen. #As illustras
“tion, lét us:say that the authorities decideto ‘hold. fixed the peso=dollar
- exchange rate$ iThus a.dollar depreciadtion with respect to the yen would
mean an@appreciation of the!yen telative to peso which, -in view:of the
increasedexport pricés inJapan in pesorterms,. could be expected ;.
ceterisiparibug: toirducew shift of Philippine exports: toward -the. ;.
Iapanesermarket.a?':The%companying reduction in U.S. shares in :the
varidus export commodities may ithen be ‘determined by the substitution
elasticities as estimated above, -assuming that exchange rate changes
have anidentical effect omrelative -market shares as export price - - -
chinges:-({in foreign. currency) ..LQ/ :

TP fi ; )j i ' B so .
The IMF—sponsored agreement of December 1971 appreciated

the Japanese yen by 17 per cent relative to the. U.S. dollar, Ignoring
the effects of accompanying changes in the exchange rates of other
eountriés-whichiare also destination markets.of Philippine exports
‘=¥tobe sure;, much less importantks: hewimichiincrease in the ratio of
Japanese to:ll.S.:shares of Philippine exportscan be am{hme,d .to the

17 per.cent depreciation of the dollar relative to the:yen on the basis

*
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of the above estimates of subystitution elésticities?

The distribution of the total value 6f Philippine exports.to

Japan and the United States during '1972-1973 suggests the following
ivvw'e'ighted average ’elasticff?‘ valife's‘i' 'ébfi‘e?ﬁbnding-‘ to the set of estimates
: previously presented for- 1962-1969. 1.64, 1.77 and 2,00, .They in-
""'dicate a more signiﬁcant response of totai exports than has been ob-
.served in the earlier period which is attributable to the increased
shares of ‘non=-principal exports and the seven principal export commo-
| diﬂee:.;éith greater than unitary elasticities. 16/ Going by the‘ above
ré-ngé of ‘estimates,»ENe would attribute to the major currency realign-
"ment of- 1971 a shift in Philippine exports from the United States to
Iapan anywhere from 28 per cent to 34 per cent in terms of relative
value shares of these two dommant export markets; volumawisa, the
induced redirection of e:léportsf:ie' estimated to be from about 11 to 17

per cent,

In the light of the foregoing, it is perhaps not a coincidence
that in 1973 Japan became the couni:ry's leading export market for the:
first time, replacing the United States which historically has accounted
for the largest share of annual export earnings of the Philippines.

From 1972 to 1973 alvonel, the Japanese share of the wvalue of total

[
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Philippine exports increased by 33.4 per cent relative to the U.S. share.
The.above results -would seem to suggest that changes in relative excharge
rateg-rather.than in export prices (expressed in foreign currency) have

~been responsible for:much, of the recent shifts in Philippine export trade

with-Japan and the United States. ...
viad ook clicomel olr vldoaalonl Dol e 0 e vt
4.  Concluding-Remawks - o v e i 0

«i - The present study has investigated.the sybstitution: effect of
«changes.in the relative exchange rates-of the Gurrencies in the Philipphes’

-pringipal export markets, .demonstrating-the likelihood of an appregiable

inflyence of this new. form of international economic disturbance on the
geographical distribution of exports in a .S;@al‘!.zm@f[‘\“ related consider-
ation for exchange rate policy is that, .apart from such redirection of

LDC export flows, major currency realignments woyld also influence .
the lovel of exports 1 the, "offective” exchange rate 12 of the LDG

currency vis-a-vis the currencies in the ﬁqs-tﬁga;@n ‘\;nq{kg_ts? on ghe

average were altered. Furthermore, the repercussions on the magnitude

and direction of import flows in the focus country needs to be taken

into account in the estimation of its trade balance impact.

Another useful area of inquiry concerning this type of economic

disturbance is its implication on domestic prices, in recognition of the
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e lipgtential fole 'bf friajor ‘clifrency réalignments as®an’international trans-

 tifs dlon Tidchanfsm for the'spréad 'of inflition and alteration in the

I §tuéture of priced tn Smﬁﬁ, open ecotibmies . * The induced change&‘in
the prices of exported and imported gootls (in‘térms of the domestid ™
currency) will affect directly and indirectly the domestic prices of bbih

tradable and non-tradable goods in varying magnitide and direction.®

1o ool

i PindIY 9t might also be Hrultful t6"exarhine the changes in

' "the Phttem of 1hcofiié flows 'in th8'éctors affected’ by the' ciifrency ‘re-

> 4lignment tn 'teris Gfthe g8ins 4id losses ofthe fifiporting‘and expétt-

g Thaustids’ ad o’ FESUMPS '‘the hltered sets Of prides and trade flow *

iHgrittud@li The 1dehtification dnd d&sesstentisf the Primary and”*

sbeondity income effétts might bb thdértaken with a'view to discéti<

Ing the'Rét effect Bri'Hiational obtpit,  smployment and growth ftitougt
o

th& Gierevntial Sftdot o bectbtal $4vings) of the price-tidiced 3kfiSt-
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FOOTNOTES

ey ais oo *The aythors .are Associate Professor-and: Pissistant Professor,
respectwely, at.the- Uniuarsity :of thePhilippinés School of Ecdhomics.
This paper is part of a larger study on Philippine trade with-the United
States and Japan being conducted by the authors with financjal support

- from-a; Rogkefeller Foundation research grant to the School of Econo-
mics faculty. Lucille Maron, Elizabeth King and Carson:Ho!provided
data-gathering, computational and programming assistance., The re-

gressions were: ﬁonermxthe Yol Gbmputer Center. PR

e eg s g boagt o e g T T
R

The emp,mcnl xfindings of Iunz and Rhemherg (1973) on prwe
competitiveness in export trade among mdustrial countries are con-

(S

':smtent with:this: assumpticmc TR gl ootdT
' 2 BLETRRE V< ¢ B TR TO R RERC b 8 (O i;):i:i T BB SO EATHICUN IS
1" See: Bautista ands Iad:s;)m €1974) Gizonl prredr dnpows ot sish

[aly
3See, for example, Naya and Morgafi:{1969); “for'& ‘recent
discuss;on of the reasonableness of such a margin in judging the
accuracy of SoutheastAsia ‘tragde daté +~ gae Luey-(1870) and Morgan,

Naya and Colosi (1970):8.¢& & 7,5
TR Tak 4See, - for example;: Kravis andrEipsey(1971), they recom-

mend that between: unit values and wholesale prices the latter should
be preferred. On the other hand Junz and Rhomberg (1973) ,__irn their

- study of -gxport competitiveness among developed countriés,” find that
export=weighted unit.values yield more satisfactory.: empirical resnlts
than wholesale prices. CiTE ey

PRI TlE TS SEXampieé‘of_variation‘s; in.units of measnrement dsed are
kilos dozens, pieces, etc.

it anuadone ot (A0 TY T Ll by s nrosde vo B o0
Tooaobin r'ﬁiiihese jaré the:- export commodxties‘whiqh havé appeared : in’
the ten principal exports: lists of the Centrab Bank:of the Philippines

in any year from 1962 to 1969.
7Cf. Bautista and Tecson (1974; pp. 60-80).

8Prel:lminary regressions using the linear rather than the
double-log specification yielded statistically inferior results.
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. T

seea’ofh 7Ig%eé, the t-ratio has to be at least 1.94, representing the
.ecioriteal valoedt a- 5 per cent level of signiﬁcance using the one- :
betﬁﬂed ‘test. v i i : : » : o

O

~ mTh’IS*impMes that the substitution elasticity in quantity terms
1s much larget thafuntty'.” L.

1 wiena ?'M;A_ SIS LRy ' : n - . B R

Twenty 4d=digit commodity dtems comprise the non-prmcipal‘
export group for which the relevant data were found adequate for re-
@twsmns wfth a: oner-ﬂyear lag for the price vanable. .

12This is probably due in part to- the use: of unit export vahles
from Philippine data to proxy for the corresponding partner country

data for export items lacking quantity figures in the latter data set.

13‘J.‘his :ls as follows'
IEIISTRANE f ?:f:‘;:‘x’ ‘ ...3 22 +. 1 96 Pl + ,.4_2‘:
(2.,24) (3.96)

ERE RS A
. EZ = <638

: MEvemso, ‘greater, than unitary elasticity in quantity terms
is implied(b?!ﬁxe é‘sumates for the non-principal exports.
; 21 vmedeodl b STAIECTS (AN e .
: 15'i‘he publicityt that“ goes with major currgncy reahgnments-w
: ma’y ‘Iead to a more 8ignificant. response than that'to price changes
-in general. L _

i '16Their joInt contribution mcreased from 37 2 to:54.8 per cent.

176 argued by Sheahan and Clark (1967) . the exchange rate
has td be deflated by‘a- measure of domestic cost 1n the evaluation of
iPéiinfluenceon the levél of‘a country S expOrts.

S ¢ i !




APPEND]X TABLE 1: Ratio of F,O,B, to C.I.F. Values of Philippine

Exports to Japan, 1967-1969
ifgc Commodity Description 1967 1968 1969 qg‘é‘;ﬁ%‘zgz
001 Live animals , - .9334 - .9334
012 Meat, dried, salted .9631 .9426 .9614 .9557
013 Meat preparations .9770 .9496 . 8760 .9342
022 - Milk and cream - .9843 .,9252 .9548
024 Cheese and curd v, 9868 - - * ,9868
025 . Eggs - - .9690 .9690
029 = Dairy product .9979 L9719 .9748 .5815
031 Fish fresh .7656 .7834 .7135 .7642
032 Fish preparations .9030 .8922 .8918 .9001
042 . Rice .3675 .8877 .9051 .9234
048 Cereal preparations .9180 9 47 .9051 .9159
051 Fresh fruits & nuts . 8026 7967 .7012 .7668
052 Dried fruits .8517 .8760, .8405 -~ ,8561
053 Fruits preserved &. . S
: fruit preparations .8067 .8590 8772 .8476
054 Veg. fresh & dry . 7488 7795 . 7652 . 7645
055 Veg. preserved and  sm.iei - oed B P
preparations . 8404 .8793 .8710 .8636
061 Sugar .8837 .8803 - ,8709 .8783
062 . Sugar confec, .9544 .9389 .9482 .9472
071 . Coffee .9833 .9696 - .9765
072 . Cocoa N .9700 .9694. .9771 9722
073 Chocolate preparations ,8302 .9788 .9630 .9706
081 . Feeding stuff for animals ,7666 .6903 .6576 .7048
091 Marg. & shortening .9208 .9496 .9372 .9359
- 099  Food preparations . . 7244 .7835 .8305 .7795
nr Non=-alcoholic beverages ,7905 - .8270 .8088
112 Alcoholic beverages ' ,.8391 .8548 .8579 .8506
121 Tobacco unmanufactured .8919 +8994 .9309 .9074
122  Tobacco manufactured  ,5701 .9694  ,9715  ,9703
211 Hides anhd skins .9201 .9019 .9057 .9092
221 Oil seeds, oil nuts, . o .
A oil ‘kernels .8743 .8355 . 8008 .8369
231 . Crude rubber - .8760 .9836 .9298
241 Fuelwood & charcoal .4863 .4971 .4871 .4902
242 Wood in the round ' ‘
or square .7360 .6667 .6518 .6848
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origoil

Wood, shaped

idﬁ is Lopi oV R, 0 o

.7073

7226 .7185

Aol Pulp & waste paper n
Iﬁ\zsa('c;’i& otton 4", 1

264
265 ¢
266

271

272 ..

2&1 B L ‘

282
28&}

} .

'2&¢gr
285 .
291
282

313 .
3145

411 -
412>
4 13 i
511 «

53ifé{
533
541

551?‘
552;

......

8866
arey

ute

. Vegetable fibers

;. Synthetic & artiﬁcial
fibers S

Fertikizers crude

Crude minerzls

Iron ore: & concen.

. Iron & steel scrap

. "Ores aof -non-ferrous: _

metals ‘
Non-ferrous Metal scrap

.Silvey & platinum.ores
_Crude animal materials
. Inedible crude vegetable

materials

. Petroleum products :
.Gas, snatural and ¢ |

manufacired
Animal oils & fats.
Vegetable oils
. Olls & fats processed

sInorganic chemicals .
512 L
513 : .

Organic chemicals
Inorganic chem., .. |
elements, oxides:

:Coalt_ar dye indigo

Piqmenxs,.paints g
‘Medicinal and
pharmaceutical -

‘Essenﬂal oils, nerfufnes.
,Perfumery, cosmetics,

soap i« S
Fertilizers manufac-
tured . : S ;-,‘ L

he, Explosives nAv

ot Miscicham., materlals

Leather and manfts,

i f,_i.s . \y R

.9131
.5212
+8897

+8697
9754
<8388
<9421

‘8825
3708

4133

;9432
.7932
.9588
.9323

9842
«9931
.9514

.9928
8807

<9680,
«97278
<9474

-
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_4_ IO .779@"
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.83221 i 8386 .
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621 Rubber fabric materials ,S647
629 . Rubber manfts. n.e.s. .5828
631" . Veneer, plywood .9964"
632 . Wood manfts., n.e.s. 9567
641 Paper & paper board .3196
642 . Articles of pulp péber 9816*
631 . Textile yarn & thread .9928"
652 .. . Cotton fabric : 9(509"
653 ; . Textile -fabrics other :
S than cotton .9819 -
654 Tulle, lace, embroidery .9827
655 . Special textile fabric:'-  ,8988 -
656 Made=-up articles of _
svEe.  textile‘materials 96591'

657:5 .. Floor coverings -~ .9009 -
661 Lime, cement 6445
662 .Clay construction! % . )

materials .7938
663:22 Ddineralxnanufactures -
664; . .Glass .8978 -
66510 .Glass vdse - .8578
6660 ,Pottery -
671" :¢ Silver, gold, platinum, :

metals .9783
6727 Precious & semi=- S

precious stones .3709
673 ::7 Jewelry &'goldsmith™ - ,8799 -
681 Iron & steel .8945
682 Copper . .. .,9863 ...
684 Alunununx <9730
686 Zingy ool et Go poileiinds QU7
691 Ordnance CRlieaa (7388
699 Metal manfts, .3403
711 Power generating machin=-

ery exc. electronic .9128
712 Agric, machinery and

implements .9158
713 Tractors .3782
714 Office machines .8375
715 Metalworking machin-

ery .9822

L . Average
.9267 .9528 .9481
9739 .9427 .9665 -

7946 " ,7825 8578
9esz .9574 ©,9608 .
.9431°° " ,9776 ' ,9468
9799  .9742 9786 ..

49253 ‘“.9839 ©.9673 .
o 9399 L= 204
: roon
.9866'; .9841 .9849. 7
.8982 4842 .9550
.9012  .8783 . .8928
.9643 9802 9703, 2
9273  .9357  ,9213,
.8068°" " '.8748"  .6753
.8232  ,’8507 ;8225&"’
.9928 - ., #9928
8178 = @578
.8718 _.8972:]2;,5756
9545 - ',é.9545
9775 - ,9758 ”?:9772 )
9994 4993
96865 " oo
.9416
8810 8486 - 9386
.9704 .9794 .9743
e . /9624 .9624
909542 7 ,9844 .8923
.9479 .9587 .9490
.9979 - .9554

- .9728 .9443
.9589 - .9686

- .9813 .9594
.8696 - .9259
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“‘ ‘f'reight ra”tes explain largely the higlf ’degree of doncentratioh
cf Philippine exports of iron ores to Iapan. The f:0.b.-c.i.f. ra’tio
6f ,4288 indicates that iron ore freight charges run to more than 50|
per cent of total cost. That freight cost is a strong determinant of
geographic concentration is also. evident frorn the obsegved- ‘regional |
Goncentration in world irod ore export trade. ' Iapan, being onel of |
gie lgrgest steel producer in the world, is the sole importer of| ithe
ECAFE region's export supplies of this commodity, 95 per cent of
her total imn requirementS:suPplied from foneign sources; +On the

the Latin American republics especially Venezuela, and other Africa.

l
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While Iapan is not an exclusive importer of Philippine logs, i
nevertheless she absorbs such a dominant share (from 80 to 90 per
cent of the total) , that comparatively speakin% the U,S+ market sharq
appeats ntergihle. , Factor endowments and relatively heavy fréighﬂ
oharges can explain to a laxgé' éxtent the. present market concentration
of Phitippine logs to Japan. Relatively few countries are major ex-
porters of fropical hardwoods, so thata little.over half of Iapanese i
importTequirements pf sawh-veneer logs (non-conifer) is met by - |
Philippine exports. The Ufited States also happens to be an i:qport-—
ant netexporter of logs, especially to the Japanese market, althoug
specializing in the conifer variety. R .g .|
Again freight charges can explain why log trade is charaater-i
ized by‘ regional concentration: for instance log trade in tropical har
woods is narrowly confined to flows from West Africa to Europe, ' from
insular Southeast Asia (Philippines, Sarawak, Sabah) to Japan and EaFt
Asia (i.e, Taiwan, Republic of Korea and Hongkong) Practically no |
sucly trade in log exists between West Africa and Japan and flows from
Southeast Asia te Europe is: comparatively smaller than that between |
West Africa and: ’the European countries.: .It is estimated that 30 ‘to 46
per cent of the ¢.iz¥f, cost ¢f logs ; from West Africa into’ Eurdpe is : ex-
plained by transpoft cost. A similar figure (about 32 per cent) danbe
derived froni the”f.@ b Mo}i f ratio of Philippine log exports to Iapan
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(cf Appen_dix “Fable. 1}. Like iron.ore exports where transport cost is
a ,major deteminén%’imregional concgntration ‘of trade, the;scope for
' n_béhﬁréen'nhe United States ahd* Papan wii'.h ﬁbifts 3m. relative

S ,Théi’ﬁ%i’ted‘ States has, been traditionally an’ exclusive outlet ] ‘for
l?hilztgpin‘eF "exports of centrifugal. and refined sugar. ; -This stemsqquite
: nagu;a‘lly) o the' priyjleged position accorded the!: iiippines in the
sugéi‘ market. ,,ﬁlvirtue rof; the U.S. Sugar Act)"sugar quotas have

.....

ing largely their indib\fdual shares of the merican marketz “The big-
. igest quota assignment has been received the 'Philippines L-ea%cialy
5 Af be bU‘ Slodipiomatic relations with Cuba were severed., Aside from
oy SUCH uéi"ﬁ?itative ericouragement to sugar ‘exports :the .other most im-
_portanﬁ pﬁ.‘i&ision isthe exemption of Phiﬂﬁpine sugar. exports, to the
United Sterté% from daty until January 1, ' {956, after: :whighsprogre ssive
increases in'ratdés dre imposed every thr8é years at: 20:5:40;, éﬁq 80
and “100 per cent of the Cuban rates untffJaly 4, 1924<(the qag;e . of
termination of the Laurel-Langley Agrgement), after which date only

iupy the Philippines will start paying the rate gf fnll-dugmcegggies. Other

;IPI'OVISJ.OI‘IS have also given.boost 1o Philippme sugar exports: in the
;event of faﬂure ‘of any domestic or foreign cgypgry i:q sgupply its quota,
o the Philippthe“quota is increased. by a propox;i;igna,te ,ampunt Hirsk, the
i remainder being allocated therea,fter to Wegtern spj'xgre“gg?ntries
H.{with basic’ qaota proratiQha.-. Moreover the. Ph, ip{pi,neﬁqutrai Kports

" S are exempt “from the ‘premium’, rate on imgnri:z_;l rfhaﬂ:;repla@e sucp quotas

bl granted due to a lacbofdiplometic reiation,s +.t dtrate equal to ghe dif-
. ference between the: price in tf;e U.o. J "t_”wiil fulfill t\hedotejecﬁtives
of the Act and the price with which sugar'iéf available for dmpqrts.
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i NG ﬁuch prefenentiai treatment of bilateral trade rag:eeme t in
sugar exists Between Japan- and the Phiiippinesr.s@ thatﬂ,m; ly the

ot . %"entirre Philippftie sugar-exports. durifg ﬂfe”’ﬁéﬂbd‘”hadcf@‘mdf#ﬁ?'ay to

‘the United ‘States to fulfill.quota, reqnirementsﬁ S SMew 10 3o
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.. Coconut oil, copra meal or cgke (Srrcm42231,'08i3)”

ST

CLTETE o cefesel b
Nv i The countrydsi-coconut. oil and copra meal coricake exports have
;been discrimin&iedagainst 1n the Iapanese?inaﬂcet because.of a deli-
\bérate import poifcy encouraging the influ&t»‘ of-unprogessad ranher than
the processed imports, hence the reiaii\}e preferenzceqfor copra rather
: TYOTi Vo :
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than.its two by=produpts. A specificcduty.of ¥4,80/kg. hds been im-
posed.on. groundnut dmports, -while groundmit o1l imports are: discouaged
Jy 8 guty of ¥30 :00/kg-. - Tha: preference. for groundnut rather’thar coo'o-
nut oil is not an isolated case either. A cursory.examination of hgti"
trade statistics reveals heavy imports of copra substitutes such as soya
beans excluding flour (221,4),  cotton seed axcluding flour (2216), lin-
seed oil excluding flour, meal (221.5), and other oil seeds (221. 8) from
the:United States..Canada andithe U.S.8.R. : GCorvesponding values of
ol extract imports, that is of-cotton seed:0il, Hnseedroil; and other'
soft:and non-soft fixed vegeatable oils are minimali;: Anbther point worth
mentioning ig that the comparatively lower:vatue;of coconut 6il’ Imports
relative to.other edible oils-@an mabably be explainedfby*a( tari;ff rate“
that 4s higher f.or coconut oilrby ¥2.0@-—6 OG/kgs s s L

ﬁ [C3 G LIRS 57 o
¥ On the other hand. pmaemauy aH U S. impoz:ts of copta and coco-
nut .oil.come from the Philippines, a phenomenon that can-again be ex~
plained by a. preferential treatment received by Philippine coconut pro«
duets jn that .country. - For instance, copra of non-Philippine origin has
been subject to an 1mport tax of 1.25 cents per pound

gm (srrc 6312) -
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Compared with her 1mports of unprocessed wood .e., SITC 242:
Waod ,, rough, in the round. or square) Japan's imports of Philippine

. plw«pod are neghigible, -Infact Japan is a large net exporter of ply-

wood-selling mostly-to: the. United States and to Western Europe, : even
if 84 per cent of her total;wood raw materials haveto cote from im=
portad.logs. -For:instanee, the value.of: Jdparieseplywood exports in
'1967-was almost thrice that of the Philippinest $6:8 millionovs, $2,34
milljon: - This is:again an offshoot of an: import policy: similsr to that'::
~cited earliersn the,case of caconut oil and copra meal:or cake, t.2:; i¢
her predilection for unprocessed imports over that of processed by-
produgcts. ... Indeed the Japanese import pattern: is:a striking feature of
trade in fropical  hardwood plywooed and veneer,;:fthatis; .about ong= " :
half:of world exports.come from.non-tropicat:gountries which' ‘manu=
facture them from imported:legs. Examples other:than Japan are Taiwan
and South Korea. - <
L B ) N T T MR e

Inspite of the United States being herself an important source
of woad products. she is the Philippines® biggest markétfor plywood,
being responsible. for more than~95 per: cent: of our expoits iof plywood .
Thgse:araihowever; varieties which are: nut directly competitwe with1oc
her,.@wn exports of the .conifer type.:1 Connt o aivogel Doncatowg e
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