New Developments
in the Global
Economy: . Prospects
for the Philippines’

AFTA Research Secretariat

he past few years have been difficule for the Philippines. A

series of natural disasters and severe power shortages have slowed

economic growth to asnail’s pace in the last two years. While the
Philippines is expected to respond effectively to these challenges on the
road ro development, it should not limit its concerns ro domestic issues.
Policy-makers and the business communiry must pay atrention to the
new conditions in the internarional economicarena that will also havea
major impact on the Philippine growth prospects in coming years.

These new developments in the world economy are expected o have |
significant effects on Philippine export prospects and receipts of foreign
direct investments (FDI}. Firse, the trends towards economic integration
in industrial countries, in the form of the European Community (EC)
and the North American Free Trade (NAFTA) give rise to fears of trade
and investment diversion, Second, the newly emerging economies of
Asia, among them Chinaand Vietnam, are hecoming serious competitors
for the Philippines in its ovetseas markets. Third, the dynamic East Asian
economies, which are highly significant in this region as markets for
exports and sources of FDI, may be rechinking their priorities and growth
strategies in the light of this new economic environment. This paper will
survey developments in each of these three arenas, providing an overview
of Philippine export and FDI performance and prospects.

“Oiriginally rided “A Survey of Prospeces for the Philippines in the Light of New
Lrevelopments in the [ncernational Economy,” this was released by the AFTA Research
Secrctariat last August 1993
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The Philippines in the Global Context

The following fpures show some basic economic dara and key
indicators regarding the Philippines, its main competitors, ley markets,
and trade fows.

Figura 1
Papulation, 1992
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Figure 2
Gross National Product. 1992
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Figura &
Philippine Trade Flows
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North American Free Trade Agreement

On December 17, 1992, the United States, Mexico, and Canada
signed the Noreh American Free Trade Agreement (NAFTA). While the
agreement has yet to be ratified by the respective legislammres of the three
countries, few doubrt thar the agreement will come into effecr as scheduled
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on January 1, 1994, With a combined annual ORLTLLT of over US%6
billion and a population of over 360 million, NAFTA will be the world's
largest and richest single marker,

MNAFTA & an ambitious efforc coeliminare rrade barriers 1o
agricultural, manufacturing, and services sector; remove  investment

restrictions; and effectively protees intellectual property righes. All rariffs.

within the free trade area will be eliminated within ten years for most

produces, with the remainder to he phased our within @ maximum ol

.ﬁ ﬂ: CCll Wears.

On the one hand, the governments of Canada and US have
dall r'H}'lJT'lCL'C] T.h-'lf NrJ'LFTJ‘!‘L d(.JL'S I };ig“ﬂ] a4 Hﬂ]'th ."'IHTI'L‘,riC:lﬂ rerreat tﬂ
procectionism and, thus, should not be considered a threar w non-
member countrics. However, recent studies are notentirely in agrecment
with such ohservarions,

Philippine-NAFTA Relations

The Uniced States is che country’s Jargese trading parener. Our of
US89 8 billion in Philippine merchandise exports in 1992, the US receiyed

UISEA.% billion ar about 35.5% of cotal Philippine expores.! O the ather’
hand, Canadian and Mexican Trade with the I-’]1i|i1:l|;:ni|1f:x Is ncg!igih[u: the

two countries  accounted for only 1.5% and 0,1%, mspml‘ivu]}r) ol

Philippine cxports in 1990,

Between TYST and 1991, l"hilippinc CXPOTTS [ the Unired Scares
grew by 53%. This growth rate, while positive, is below the average
growth rawe for ASEAN councries; exports to the US from ASEAN
countries grew hy 72% over the same period. Thailand, for example,
posted an impressive expore groweh of 178% from 1987-1991, Mexico
also overshadowed the Philippines in the 1987-1991 perind, when it
exports ta the LIS grew by 118%,°

[n terms of its share of toral warld exports to the US, the Philippines
has also been falling behind. While ASEAN increased irs share of world
exporrs ta the US from 5.12% to 6.15% berween 1983 and 1991, the

"Deparrment of Trade and lndustey, 1993 and  Asie- Pacifie Prafiler, 1593,

an Soo Kim and Ann Wescon, "A Morth American Free Trade Apreesenc
anel Lase Asian Developing Couneries,” ASEAN beerawmie Bullen I:Singapr;rc:-f.':;]iﬂ.':L
March 1994},

AME Dhévection of Trade Sratisgies 1992
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Figura &
Exports to the US {in millions of Uss)
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Phjhp pines’ share fell from 0.70% to 0.64%. Mexico, on the other hand,
increased its share of wurld;exports to the LIS from 5.09% to 5.90% over
the same time period (Figure 6).1

The Philippines is. a beneficiary of the Generalized System of
Preferences (GSPY of the United States and the Canadian Generalized
Preferential Tariff (GPT), which also allows certain Philippine goods to
enter these countries at zero or discounred tariff rares, Fifry-throe percent
of Philippine exports to the United Stares enter duty-free, partly asa result
of the GSP.5 In the long run, however, Philippine exporters cannor
~completely rely on GSP privilege since it is subject to renewal on a regular
basis.

Impact on the Philippines

NAFTA has the potential to adversely affece the Phili ppine economy
thtough its impacts on trade and investmenc flows. Economists divide
these effects into three kinds, namely, trade diversion, investment diversion,
and non-tariff barriers o trade.

Trade Diversion
Trade diversion occurs when the formation ofa free trade area (FTA)
gives a producerwichin the FTA a price ad vantage over a producer outside

Hbed,
Mmplications of NAFTA on Philippine Exparts ro the United Srares,”
Bepartment of Trade and  [ndustry (Manila: Unpublished report, Pebruare 1993),
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of it by reason of rariff rates thar discriminate against a country's exporis.
For example, if NAFTA removed all rariffs on auromobiles produced
wirhin North America, while maintaining tariffs on impores of cars from
Japan, the US consumer would find Canadian auromobiles more price
competitive than Japahese auros.

The more similar Philippine exports to the U8 are to Mexfcs_m'
exports, the greacer will he the probable trade diversion under NAFIA
Recent measures of trade overlap indicate that Mexico and the Philippines
gepart very similar goods to the U nived States. Worse, the similarity index
{the measure which estimares trade overlap) berween the i’l‘ti]ippines'alfd
Mexico has been increasing over the past few years, indicating thar the
pwo countrics have similar patterns of expore growth.”

These fndings suggest chat the Philippines would be more vulnerable _
ro NAFTA than other councries. However, it must be noted char I:HE -
Philippines and Mexico may not be exporting precisely the same sonds
within broad product dassifications, B

The Department of Trade and Industry (IVTT}, 1na recent T*»fpi.ifl‘i'?_i
shed some more light on the potential harm to the Philippines of trade
averlap with Mexico. [t derermined thar Mexico would obtain 3 price
advantage due ro NAFTA wisa-vis the Philippines in the fillowing
products: textiles and apparel; TV receivers and picture tubes; foorwear;
Juggape, hags, and handbags; dress gloves; dolls {ather than stuffed); and
frozen pincapple concentrates.

The YT notes, however, thas the Phil ippines will remain mmpn:th':'i.m: .
with Mexico in several imporeant produdt lines, even with Mexico's
preferential tariffs within NAFTA. For example, the Philippines rerains
price advantage in the high-value portion of the apparel sector, including
products such as men's cotton t-shirts, men’s cotton knit golf shins,
men's blue jeans, women's polyester blouses, brassieres, and wormen's
suit-type coars. [n addition, should the Urnguay Round of che GATT
succeed in lowering worldwide tariffs, the Mexican ranifl advantage
would be further eroded since Philippine goods would encer rhe U_S-mh:f%:
cheaply.” Nonetheless, studies predict thar NAFTA-induced diversion
alone will reduce ASEAN exports to Notth America by up to 4%; this

i el Weston, ap o, po 297,
tip cin
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does not even rake inro account ASEAN losses due to investment
diversion ar non-tarilt barciers.?

Investment Diversion

The Philippines must seriously consider the possibiliy that NAFTA
will divert investment away from che Philippines. To a great extent, the
phenomenal growth of the ASEAN region in recent years has been
actributed to FD aside from rapid export growth. From 1986 to 19489,
EDL in the region rose by 650%. And yer, the indicators have not been
pood for the Philippines. In 1991, the five ASEAN nations received
US8321.19 billion in investment, ofwhich only 5% went to the Philippines:
in contrast, Thailand, Tndonesia, and Malaysia received 18%, 13%, and
31%, respecrively (Figure 7) .°

After Japan and Taiwan, the United Srates is the third largest
Philippine source of EDLY The trend from 1986 1o 1990 seems to
indicare that the Asian share of Philippine FID is on the rise while the
share of the US was ar a five-year low in 1990 (Figure &),

Figura 7
Shares of 1991 FD| Flows into ASEAN
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Singapora

il ordechal Kreinin and Michael Plummer, "Effects of Beonamic Tnegearion
'rrll_n.-.Fus:riiI Counrries on ASEAR and the Asian NIEs" Warld Deselopoens, Vol,
#00, No, 9 (1992), pp. 1345-1366,

Raberta Ramule; “Trade Blocs: The New Woarld of Business,” Sefeceed Heamp
Manila: Philippine Exporters Confederation, Febouary 1993 p, 3

"am Tan Kang, Toh Mun Heng, and Linda Low: "ASEAN and Facific
Eeomomic Cooperation," ASEAN Eemamze Bullecen (Siogapore: Insurure of Saucheast
Adtan Studies, March 19932),

jl]'ﬂ‘:':l‘ﬂr.
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Figure 8
FDI Fiows inio the Philippines, 1988-1330
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Undet the NAFTA, Mexico will seem to be a more attractive
destination for Canadian and US FDI. NAFTA investors will enjoy
areater protection against expropriation, freedom of currency transfer,
and liberal investment dispute settlement procedures.

Ohther investor narions will now see North America as a profitable
investment destinacion, particularly, Mexico with its low labor costs and
proximity to the US market, The creation of NAFTA, due o internal
cariff elimination, will make possible new economies of scale in an
enlarged Norch American m arket. Foreign firms have the incentive (o ser
up production centers in North America in order to avoid the external
tariffs that remain in place against che rest of the waorld.

While no empitical studies have been made of possible investment
diversion due to WAFTA, the available evidence is not encouraging. &
1988 US Standard International Trade Classification {SITC) study
reported that a great majority of 900 US firms surveyed felt that

_praduction in Mexico had improved their international competitiveness,
and that they had, thus, avoided having to move their operations t
Asia.'? Indeed, investment in Mexico has been rising at a phenomenal
rate, In 1989, FDI entering Mexico amounted to US $702 million. By

Wiy the Moad to North  Americin Free Trade” Busites: Ameriva: The
Magazine of lnternational Trade, Washington, D.C., April 6, 1991, p. 5.
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1991, it had leaped to a phenomenal US$16 billion.'? Berween 1984 and
1990, Mexico tripled its share from 3% to 9% in total world FD1 direcred
to developing countries, The largest investors in Mexico are the Unired
States, with 63% share, and Germany;, United Kingdom, and Japan,
each with 59 share of Mexican FLILA

With FDI flows to the Philippines being sluggish to begin with, the
emergence of Mexico, through NAFTA, as a promising investment
destination on the doorstep of the US consumer market, should arouse
concern among Philippine policy-makers eager to bring FDI 1o the
COUnry.

Mon-Tariff Barriers

Other thgl.llat.d batriers in NAFT'A may reduce Philippine trade and
investment flows. While the effects of these are inherently difficule to
measure, they could prove to be more threatening ro Philippine inrerests
than trade diversion or investment diversion alone. While a recent study
concludes that lostes due to trade diversion could amount to 4% of
ASEAN exports to the NAFTA, the samestudy éstimares thatexport losses
due to non-tariff barriers could amount to several times that figure, ie.,
from 10% to 40% of ASEAN exports to NAFTA.®

Ruules of Origin. US industry groups sought to make sure that third
parties would not use assembly plants in Mexico to advance their
producs into the US market, leaping over existing trade barriers. OFf
particular interest to the Philippines are strict origin rules on textiles and
apparel. Such products in order o avail of duty-free status in NAFTA,
muse satisfy the ‘yarn-forward’ rule, ie., the goods must be made af
North American-produced yarm.'® Such a requirement is much more
restrictive than other origin requirements, like merely requiring  that
g-:n:-ds undergo a ‘substantial transformation’ within the country to move
on to another tariff classification in order to avail for tself a duty-free
stacus. A likely result of such rescrictive rules of arigin would be the
dampening of North Ametican imports of labor, yarn, and fiber from
other countries as producers sourced such products locally. On the other
hand, trade diversion would be lessened for apparel because ir would be

PRomulo, ep it po 4
HKim and Weston, ap o, p. 297,
PHreinin and Plummer, spoee, po 135221353
WEim and Weston, ap &, p. 292,
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mord (1jﬁi[.:!l_l,T. LOrs0Iroe I,{}EHJ].}" RI_I. *.h(.’: wWay E!['IW_I"I 1.]'IL' C}'I.'E.j_l] l:].r iﬂ[ﬁf[ﬂﬂdiaft
inpuits for these more processed irems.

Saﬁgﬁard eleszien, MAFTA s safcguard clauses, intended as domestic
protective measures against sudden impaort surges, are more difficult o
enact against a NAF LA nation than one outside the ceade bloe, Thereare
serieret rules within NAFTA dictating when a member country can erect
trade barriers with another member country. Since it is easier to enact
cxcape clauses agrainse non-NAF A members chan with NAFTA countries;
the former group could suffer more chan members of the trade bloc from
such prorecrive actions.

Dispute seetlement provisions. Under NAFTA, dispure sectlement on
issies involving fair trade practices among members will be streamlined
and made mure efficient. This means char Mexico will be more prﬂtectﬂd'
from unilateral acrions by the US or Canada resrricring its imports
through anti-dumping duties and the like. By making Mexico less
vulnerable to US protection, these provisions could make Mexicoan even
moreartractive sice for investments incended o penetiate the US marker, "

European Community

After a period of “disincegration” in the 1970s and carly 19805 came
a period of renewed dynamism in the pursuit of Buropean integration.
‘Europessimism’ thus turned into "Buropheria’ as the Europesn
Community (EC) inched ies way into a single European Market in
December 1992, This impetus was unleashed by che signing of the Siq'gle'
Eurnpean Act {SEA) in 1986, which embodies che principal revisions of
the Rome Treaty and serengthens the decision-making capacity of the
EC.

The 1992 program of the 53EA purs Burope into motion rowards
artaining a highly ambitious e free movement of goods. people,
money, and services within the region, making EC cruly a marker without
frontiers. Encouraged by the successful completion of the internal market,
the EC sets its sight on an even more ambitious goal of creating an
Feonomic and Monetary Union (EMUY in Burope, This is the essence of
the famous Maastricht Treary which was drafred in January of 1993,

P lhied, o 20T,
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However, theworld haswitnessed the tumuleous ratificarion process
of the same treaty and the monetary crisis that the EC bas been
gxpetiencing in these recent years, In addition, the EC is facing an
gconomy suffering from the ripple effects of German unification, persistent
recession, and the ongoing war and strife among the Balkan svates, One
will therefore appreciate how very narrow and rocky the road the EC must
traverse as it moves on towards furcher economic integration

Impact on the Philippines

The question of whae impace the EC has or will have on the
Philippines is usually asked with the notion of a 'Fortress Europe’ in mind.
Thecompletion of the European Single Marker in 1992 fueled speculation
on possible adverse effects non-member countries will experience as EC
further deepens and widens the scope of its integration,

 Ingeneral, the impact of customs unions, such as the EC and the
NAFTA, on the welfare of member and non-member countries is
ambipguous. On one hand, cconomic inregration within a region is a step
towards greater liberalization, a general vpening-up of markers. On the
other hand, it is a discriminatory arrangement amony member countries
tharwill at times causca shift of preference or demand from more efficient
non-member producer countries to producers in member eminrrics.

There i, therefore, a need to take a closer loak at specific areas of
rrade, investments, and other forms of economic cooperation, in order to
identify some of the significant indicatorsof posicive and adverse effeces
EC-92 might have on EC-Philippine economic relations,

EC-Philippine Trade

EC impors from the Philippines grew at a rare of 20.7% in the 1970s
compared to 19.1% for all ASEAN couneries, and 17.2% for BC's toral
imports from LDCs. The pace of growth was slower in the 19805 ar 4.7%,
although it could still be considered substantial given the negative growch
of LDCs exports (1.5%) to the EC during the same period, (Figure 9}

Growrh rares fell sharply by 20.9% in the periad 1 984-1986, with
coconut oils suffering a particulasly large drop in prices, This was due ro
a large increase in production partly caused by favorable climactic
conditions, against a backdrop of weak international demand.

On the other hand. the growth rate of EC exporrs to the Philippines
was lower than its imports, 109 from 19701980 apainst 16.9% for FC
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Figure 2
Growth Rates of Exports to the EC, 1960-1988 (%)
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exports to the rest of the developing countries. The growth in the 19805
further dropped due to the decline of 22.5% from 1982-1984.

Among the ASEAN countries, it was Singapare’s exporrs thar led
the region in the 1970s with a high growth rare of 26%. During the
1980s, Thailand came out strong with its exports growing at a race of
11%. In fact, in cthe latcer part of the 1980, it replaced Malaysia as the
EC's major trading partner in the region.

The EC's exparrs, instead, found the Indonesian and Singaporean
marleets relatively more accessible, as shown by their growth rate of 18%
and 17%, respectively. However, it was again Thailand that took the lead
in the 19805, with its imports growing even faster than its expoits.

The EChas consistently been the third largest trading parenerof the
Philippines. Philippine trade is mainly direcred ro the United Scates, with
Japan taking the second biggest share, The EC is largely an unexploited
marker as shown by the low volume of Philippine exports to the EC,
accounting for only 18% of total exports compared to the 1970 shares of
abour 2004,

EC exports to the Philippines dropped from 17% of all Philippine
imports in 1989 to 16.6% in 1991, The same goes for BC imports which
declined by 2% from 1989 {11.2%) to 1991 (9.29). (Table 1)
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Table 1
Shares of Philippine Exports and imports Going to/Coming from the USA

Expores from the Philippioes (%) Irpores t the Philippines (%)

1989 1990 1991 1989 1990 1991
USA  avs 38.0 372 19.1 195 202
Japan  20.4 19,9 20,00 19.5 184 194
EEC 1740 17.7 16.6 1.2 10,0 9.2

~ Germany is the Philippines’ main trading parener in the EC. From
1970 -1991, it consistently claimed an average of 37.8% and 27.7% of
the Philippines total imports from and exports to the EC, respectively.
Other major partners are the United Kingdom (16.8% of toral Philippine
imports and 23.7% of total exports tothe EC), the Netherlands (13.7%
of imports and 23.1% of exports), and France (12% of imports and
10.4% of exports). (Figure 10}

Figurea 10
EC Importa from the Philippines, 1889-1981

France

Garmany United Kingdom

Focusing on the EC marker, one can note that the share of the
Philippines never went beyond 12.2% of EC's crade with ASEAN. Among
‘the ASEAN {excluding Brunei), the Philippines is the least oriented
towards the EC. In 1991, the Philippine share dropped to 6.7% of rotal
EC imports from ASEAN.
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From 1989-1991, the Philippines accumulated a trade surplus of |
LiS$418.9 millions with the EC. Figures show that the lary. deficits E:If'
the Netherlands and the Unired Kingdom accounted for the ECs
deficies, On the other hand, the largest deficie experienced by the
Philippines is traced to its rrade with Germany.

Structure and Trends of Philippine Trade _
Although the relacive importance of agricultural exparts has d&dinbﬂ
since the heginning of the 1970s, commodity products still account for
some 30% of total Philippine expores. The EC is a major marker for sixof
the Philippines’ top 10 agricultural exports, namely, coconutodl desiecared
coconut, copra oil cake/meal, copra, runa, and pineapple in syrup.

From 1988 to 1991, exports of coconur produces cnmprjised the
bulk of the country's agricultural exports ro the EC. Howeve, the market
shares of copra sharply declined from 20.99% in 1988 w only 1{}% in

B4

This reduction in marker share_s was due to the following ihi:mr_;.‘_ég{ .

o Prices of desicziated coconur was less competitive r_t:l:l.tivr:;-_:__jq_.. I
warld prices due to strong competition coming from [n:d_nnﬁ;ﬁj\:ﬁg;:
Malaysia, and 5 Lanka.

o Prices of copra exporrs experienced a shorefall of 34.4% (from
US$ .32 ro USE 0.2 per kilo) from 1989-1990, which in turm,
reduced the country’s foreign exchange carnings by 18.8%,
2 The new restriction of the EC an the aflatoxin content of
Philippine copra.

Fxports in consurmer and induserial manufactures take che bigpest
sharein rotal Philippine exports, registering an avemge’cgjmhim’;d &hq\r&ﬁf
61% from 1988 to 1YY (Table 2}

Tabla 2
Top Philippine Export Manufactures

I Shares (96) Growth (36)1(1988-90)
Garments 21.53 17,14 i
Electronics 2145 1957
Critesd Towsd Houseware S48 45.12
Furnirure 2T AFF5
[oomaare 228 0]

Camsrraction haterials [ 5504

Seurce Fhilippine Urade Profiles, LVTT, 19940,
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I‘l\.

‘Trade Diversion, Trade Overlap, and Intra-Industry Trade

 Trade Diversion. In a study done on FC-ASEAN relations, some
f?if",i_catqrs of prabable trade diversion were ohserved in 5 our of 19 SI'TC

,.rl:Emduct groups that were analyzed.'" The findings on trade diversion
cators for the specific produce groups are shown in Table 3.

Tabla 3
Summary Findings on Trade Diversion Indicators
| et Produgy Main X Comjpresioors
R Tobacen vnmanufactured: Greece/Taly
tabaceo refuse
i Veneers, plywood BelgiumDenmark!
= Portugal
HaL Cheer garments (men’s and boy's) B nondTraly!
- of textile fabrics Parcugal
Ha3 Chuter garments _ Prance/lireece!
1 fwomen's, pirl’s, infant’s) Frartugal I
B Undergarments. of rextile fabries Poreugal/ Drenmark
L r= - -

- From 1968 to 1988, the Philippine trade pattern has been gradually

fring from the cxports of commodities towards the export of
“manufactures. Theory would then lead one w predict a greater rendency
towards crade diversion, as the Philippines moves into the more competitive
fxg}wreaf its trade wich the B, and also as EC integration strengthens.

Intra-Tndusiry Tradde, The concepr of intra-industry specialization
‘and s capacity to promote acceleration of trade poses another issue in

he pr

resénr 'analjfsis While rraclirinnﬂl trade t]-u:,rrqr focuses on rhe

Fr1mar}r pmducm for secondary ones, 111tr1—::1duscry tr1flf: ofters thc
‘mpportunity for murual exchange of partly standardized, partly
differentiaced secondary products,

Thus, it could be said that the the greater is the share of intra-
indusery ws-a-wis inter-indusery trade, the lesser would be the negative
welfare effects thar would he expericnced by the Philippines,

YEdylinda Balaaing, "BC-ASEAN Reladons.” {Unpublished MA. Thesis)
Universivy of the Philippines, 1981,
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Table 4
Intra-Industry Trade of Overlapping Commodities in EC-ASEAN Trade (1987)

| MIMEXE Thailand Malaysia Indonesia Singapore  Philippines  Brunei

SITC = =

09 {071} fl

15 (424) 2.2 6.5 1.6
|24 (121) 70 2.0 14.7

44 (634) 5.6 0.1 0.3 4.9 0.6

60 (342) 2.3 6.4 24.8 7.7

61 (843) 0.4 §18 1.3

71 (667 282

/4 (761) 17.8 25.8 A8 a3.7 52.3

85 (776) 43,3 ai.l 3.0 B.6 92.9

Table 4 gives the extenc of intra-industry trade of the overlapping
commodities in EC-ASEAN trade for 1987. However, it should be
maintained that measurement based on three digit STTC groups (which
correspond to the tw:r—d'igit Nimexe) tend to overestimate the extent of
intra-industry trade. This is due to apgregation faults in the commodiry
level. However, according to Nobel (1981), if all values are equally
hiased, a reasonable interpretation is still possible.

In ASEAN, the measures of intra-industry trade for Indonesia
wurned our to be the lowest in almost all commodities under review.
Singapore, on the other hand, showed the highest values in all the
manufacruring sectors studied confirming the hypothesis that the extent
of intra-industry trade depends on the level of per capita income
(Linder, 1961).

In the case of the Philippines, while most of the indicators of trade
diversion, and trade overlap register in the tade of manufacoured
products, one can note the high intra-industry erade index in these same
products which peints to the possibility of mutually beneficial rrade
between the Philippines and the EC.

Potential Opportunities and Problems

The prospeces of an EC without borders present a vista of
opportunities and challenges for the Philippines.

EC-92 offers significant advantages for Philippine rraders. Amang
them aré: creation of the biggest single market in the world; simplified
set of rules; and greater market access, especially, in textiles and clothing,
footwear, cars, and services.
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There are likewise several challenges and problemsthat must he
confronted — highly competitive market (both by insiders and third
country’s competitors); high qualicy preferences; high health, safety, and
;_L_f';ijti;.;{inmc_nta_] standards; considerable diversities of tastes and customs;
‘and possibility of new protectionist measures due to restructuring and
Tecession,

é_ﬁp-eci'ﬁc Trade Issues

Common Agricultural Policy

Thé Ccrmm-::-n Agpriculoural Policy ( CAP} is hight:, restri ::tive in
- sa}"a. Eapmm, corn glurten feed), where the E(" imports hug:, volumes. Ir,a
' ﬂfyartsubmdms will be curbed if the Uruguay Round is concluded. [ts high
grain price (a cause of much ofthe trouble) will be cut by 30 percentwithin
the period 1993-1995.

However, market access will remain difficult. For tropical products,
access is often (almost) free, but thereare specific problems such as sugar
protection (competition with heet sugar), coffee/tea (especially in
*Gtmlan}r} bananas {a tariff quota tor Carribean banana growers,
traditional supplmrﬂ. and ' citrus fruits {comperition in season is not

allowed).

Multi-Fiber Agreement {MEA)

The MFA is an international agreement that allows an importing
signatery country to apply quantitative restrictions on textile imports
when it considers them necessary to prevent market disruption, even when
}ush restrictions would be contrary to GAT | rules. The EC's restrictiveness
in application of the MEA has been varying over time. Member countries
df the EC used to apply wo sets of rextile quotas; national and EC quotas
{all the national quotas added up). The national quetas (several thousands)
havg been abolished due to the formation of a common market (EC-1992).
The EC quotas are offered (in the Uruguay Round) to be gradually
loosened and abolished over a ten-year, three-stage period.

Comperition in textiles and clothing in the EC market comes from
East Asia (China and Indonesia are likewise coming up), South Asia,
Turkey and possibly, from Eastern Europe in a few years. Thus, although
marker access has improved and may further case up with the Uruguay
Round, the competition is hardly with EC firms anymere, except in
fashion and high quality items.
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Anti-Dumping

Although anti-dumping measures et considerable publicity, the
Philippines was not hit by any EC anti-dumping sanctions singe 19811
Orchier ASEAN countries were hic 19 times, Henee, the frequency ofant-
dumpiug measures is low and the pmducl scope 18 usua]i}t NAarrow,
However, the EC pracedures clearly have ohjectionable elements. Asian
INTEs and Japan have been hit more often, especially in che 19805,

Before any anti-dumping measures can be stapped against Philip piﬁef.
CRpHEILS, ln]ur} must first be demonstraced l:-y the rm:enmg cm[mry r"
must also be shown tha the Philippine expore drive must is sur.?:é&tﬁt]p
lli'l.-U]"r’ll'Ib pncr.s- levwrer than rhose a |1r::un'1»:.J and ca.u*:irl.g dlsruptmn mn th@

BC marler of the produet

EC Direct Investments

In 1997, the Philippines received the lowest share in toral EC FEI
that flowed into the ASEAN region. The principal destination of ECFDI
was Malaysia, followed clasely by Thailand. (Figure 11}

Figura 11
EC FOI IN ASEAN, 1931
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From 1985-1988, Germany was the major EC investor in [:he
Philippines, taking 67 percent of the toral EC FDI in the country. The:
UK meanwhile, accounted for 13 percent and the Nerherlands, an
average af 11 percent. {Figure 12)
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Figuire: 12,
Shares In Total EC Investments in the Philippines, 1986-1891
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Aside from the more obvious reasons why the Philippines is
currently not an attractive investment site; a couple of others have heen
oited:"” '

5 Since almosc hall of the discount on Philippine debr papers
benefic mbstly the Government and not the investors, monetary
facilities, such as' the debt-to-equity swap, have discouraged
rather than atcracted long-rerm foreign investments. '

o Investors need to see good implementing rules of the Foreign
[nvestments Act,

Emerging Economies of Asia

People’s Republic of China

After decades of cconomic lethargy, China, in recent years, has
oyed phenomenal economic growth as a result of the marker reforms
nstigared by Deng Xiaoping ac the 11ch Communist Party Congress in
1978. Some highlights of Chinese economic achievements in the years
}j_ﬁ_ﬂqj;j:" then are as follows:

2

o Real GNP has grown nearly 9% per year;

5 Analysts predict thit China'seconomy will have multiplied four-
fold between 1978 and 1994, a growth comparable to those of
Japan, Taiwan, and Souch Korea in their periods of fastest
srrowli;

W tisess Ward, 1901,
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o Berween 1978 and 1991, Chinese nutrition fevels skyrackered:
grain consumption went up by 20 percent, seafood consumprion
doubled, pork consumprion increased by 250 percent, egg
consumption increased three-fold, and poultry consumption,
four-told;

o Between 1981 and 1991 the number of televisions in every 100
households increased from one to 70; the number of washing
machines from six to 80; the number of refrigerators trom (0.2 1o,
almost 50; and,

o China's foreign trade grew from US$21 billion in 1978 to US.
$170 billion in 199220

Trade Developments

Exuberant Chinese Pxport Groweh, China's ‘apen door policy’ has.
brought rapid growth to China’s trade with the outside world. In 1992,
China had a tradesurplus of US $5 billion, while it exported US $86 billion
worth of goods, Much of this growth was ateriburable to the growth of
manufactured exports, whose percentage of total exports increased from
47% in 1980 to 83% in 1991. Principal Chinese manufactured exporis
include cloching, textiles, roys, sporting poods, and foorwear, China has
been gearing up for technological advancement in orde ro improve the
quality of output and to heighten the rechnological exporsure and skills of
its workforce. This is demonstrated by, among other things, the rapid
growth of Chinese imparts of electric and non-electric machinery and
transport equipment.®!

China's expors to all the major markets have been growingata fast
rate. From 1987 to 1991, growth of Chineseexports ro the Unired States
(104%) overshadowed that of toral ASEAN exports (72%) and developing
countries in general (37%). China's export growth rate was almost rwice
that of the Philippines which only saw i exports to the US rise by $3%
in the same period. (Figure 13) '

Crrowth of Market Share. Not only has China heen increasing its
absolute level of exports; it has also garnered a latger share of the major
industrial country markets, In 1983, Chinese goods accounted  for

“im Rohwer,*When China Wikes,” The Econamire, Movember28, 1992, p 63,
:!Asm-fjm'g@r Pmﬁ&-s, 1993,
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Figura 13
Grawth of Exports to the US, 1987-1881
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67% of total US imports ; in 1991, the figure nearly redoubled o
1.26%,. ASEAN as a whole increased its share of the US marker less

dramatically from 5.12% to 0.64% over the same rime period.

China's phenomenal export growth should concern the Philippines,
cespecially inareas where the Philippines and China export the same class
classes of products, It is these areas where the two counrries are likely to
eome into competition, where the more efficient producers will edge out
theweaker ones: Initial studies of trade overlap suggest thar the Philippine
should expect keen commpetition in the sectors of clothing, footwear, and
telecommunications equiptment,

EDI Flows

Chinese FDI in Asian Perspective, Foreign direct investmenr  has
come todominare China's capital inflow. In fact, factors such as China's
low labor costs and large marker size have caused China's FDJ to increase
atadramaric rate. I flows into China mare than doubled berween 1986
and 1991, from USE1.9 billion ro US$4.4 billion, making it the Jargest
Astan recipienc of FDI (Figure 14).%* For the firse three months of 1993
alone, the People’s Republic of China's Ministry of Foreign Trade and
Feonomic Cooperation recotded 17,500 new foreign-funded  projeces
worth a total of USE3 billion up to 167% from the same quarter last year.
Today, there are about 84,000 joine ventures of foreign funded firms | in
China of which more than half, or 47,000 were registered just last year.

HAsian Prevelopment Bank, Asian Dewetopament Chitfond, 1993 (Manila: Asian
Deselupment Rank, 1993)

am, eral, ap sz, po 23
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Figure 14
FDI in Asia. 1585-1891
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Development Orrloak, 1993,

Sources of Chinese FDI Foreign investments from baorh overseas
Chinese hillionaires, primatily from Hong Kong, Taiwan, and Southeast
Asia, accounting for 80% of total foreign invesements in che country, or
US$50 billion, and Western multinationals, primarily from the US and
UK, are slowly venturing into the once remote in-land provinces of
mainland China, going beyond the more developed provinces Tike
Guandong and Fujian. Since 1185, more than 1,000 Taiwanese firms, it
is estimated, have invested in the Mainland China despite the apparent
hazards of official bans on direct and indirect investment and  political
instahility.

Investment Diversion to China, Asian economists are warning that
China is a greater threat than the economic unions of the NAFTA or the
Furopean Economic Community. At present, Chinais the largest recipient
of FIM among developing countries in Asia which was not the case only
a few yeats ago. In 1990, Singapore benefited the largest with a roral FDI
of US$3.9 billion; China only received US$3.5 billion. Moreover, the
growth of China is still expected to accelerate, as most are still banking on
the potential of the countryside to carch up.

The Socialist Republic of Vietnam

As a resule of war and soctalist mismanagement for many years,
Vietnam has been one of the pooTest cou tries in theworld. In recent years,
howevet, the government has begun economic and political reforms that
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have started to unleash Viernam's productive potential. GDP grew at
7:1% in 1989, 4.5% in 1990, and 3.8% in 1991.% Per capita income has
been rising slowly, from US$310 in 1986 to USE390 in 1992,

Trade Developments
 Vietnamese exports grew from US$384 million in 1986 o USE2 45
billion in 1992, The country posed a US$70 million crade surplus in
1992.% Major exportsinclude rice, coal, lumber, and oil. Mineral, marine,
and processed farm products are also felt to have good export  potential +7

While export figuses for Vietnam are difficult to come by, figures at
“hand hint thar the country has bright export prospects.® Vietnam's
exports to Japan, its largest developed trading partner, between 1987 and

1991 grew aver three and a half times (3 56%;}. By comparison, ASEAN
(exports to Japan grew a mere 70% and the Philippines’ 81% over the
same period. Viernam's exports to industrialized countries grew 339%
‘between 1987-1991, while the comparable figures were 84% for
ASEAN and 72% for China, While Vietnamese merchandise as a share
iﬁﬁcﬁjal world expotts to ja‘pan retnains small, it has shown a rapid 67%
increase from 1989 to 1991. (Figure 15) No other country comes close
todisplaying such an increase in Japanese market share.

Vietnamese exports are mainly in raw or sli ghily processed materials
and agricultural goods, and. thus, do nor pose an immediate threat to the
Philippines’ important manufacrured exports, However, the strong
potcntial for the establishment of price-com petitive labor-intensive induscry

should not be ignored.

FDI Flows
~ Thechange in the political sicuation has pushed Vietnam’s econonty
intoa good start, [n 1986, Vietnam openly cornmitted irself to economic
tenovation in all areas of the economy, resulting in large inflows of FDI.
(Figure 16)

_ Hsian Development  Bank, Asian Development Chsivok, 1992 (Manila; Asian
Hevelapment Banl, 1992,

Hsia-Pacific - Profiles, 1993,
i
”_I.Aj'ﬁ.sm_ Levelopment Ouelpok, | 992,
HIME, ap e,
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Figure 15
Growth Rate of Shares of Japanese Imports, 1989-1991
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Major investors since 1986 include:

Taiwan, Taiwanese companies, which received authorizarion by
theit government toinvese in Vietnam only in Orcrober 1990, are now
at the top of the list of foreign investors, with 50 joint venture projects
committing a total of US$260 million in capital spending.

Hang Kong. The territory is presently  the second largest investor,
with its 116 projects of total capital investment valued at US§211
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~million. Theré Have been expectations that large amounts of HK capical
".muld. be funnelled in Vietnam, as the colony draws  nearer o it 1997
return to the mainland.

France. This sole active Furopean investor in Vietnam has 31
Cinvestment projects approved in Viernam wicth a US$166 million being
commitred,

 Australia. It has 20 projects involving a toral investment of
USH144 million.

Maoreover, a settlement on the Cambaodian  conflict in October
1991 has also improved investment prospects of other countries in
Wietnam, namely, Japan, Souch Korea, Singapore, Malaysia, and China.”

Umiréd Sm.cr.r ‘Mevertheless, the meaL rim-.:s for Viemam's for eign
sometime in 1945}. Seveut}f—rwo per-::ent n}f 34 Us ans suweyed with
combined annual sales of over US$375 billion said that they would
investin Viernam afrer the removal of rthe embargo In the same survey,
Viernam ranked fourth as an investment site in Asia, after China,
Indonesia, and Thatland. ™ However, afrer the recent ralles between che
representatives of the most high-powered groups of American companies
tovisit since the Vietnam war met wich Vietnamese leaders in Hanoi,
the porential American investors concluded that che country had a lack
of a track record for resolving  commercial lepal dispures. They were,
therelore, hesitane w comumit  money 1o prijects withou adeguate legal
protection.”’

Vietnam in an Asian Context

Overall, during che first quarter of this yeat, or five years after the
country opened up, 41 countries poured inapproximarely US$5.3 billion
in invesements. Twelve of these countries granted Wietnam more than
USE100 million each in investments by the end 0f 1992, Thus, compared
with the other countries in the region; investment in Viernam is not only
doing fairly well. This country was even ahead of some developing

) FH. ML BMguyen, "The Scope and Prospeces of Foreign  lovestment in Vietnam.”
Capcenmporary Sewtheas Asm, Yol o 14, No. 3 (December 1993), p. 248,

FHUS Firms Race Yiconam as Tnvesoment Site in Asia,” Mandde Belfezdn, July 29,
1903, po B3

W ienam Mot Ready for LIS Capical,” Meada Sedficdn, fugust 5. 1995,
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member countries of the Asian Development Bank in 1991, including
South Korea and the Philippines for the same year only amounted o
US$1.1 billion and US$525 million respecrively.®

Developed Asian Economies

Japan

Philippine -Japan Trade

Trading Partner. Japan is a major rrading partner not only of the
Philippines, but all the ASEAN countries.® After the US, Japan 18 the
Philippines’ second largest trading partner, serving as the destination of
20.% of Filipino exports and the source of 20.6% of imports in 1992,
Wich regard rothe other ASEAN economies, Japan is the main destinarion
of exports originating from Brunei (33% of toral) and Indonesia {36990},
and a major destination of Malaysia's (1 5.9%), Thailand's {1&%}_.;1‘1__]'&
Singapote’s (7.6%) exports. Japan is also the prime source of imports for
Indonesia (24.5%), Malaysia (26.1%), Singapore {21.1 %), and Thailand
(29%).%

Fxports t Japan. The Philippines has fared teasonably well it
relation ro irs comperitors with regards to trends in the volume exports:
t Japan.From 1983 to 1987, total ASEAN exports to Japan fell by 7%
an toral developing  countries’ exports fell by 2% while the volume of
Philippine exports to Japan stayed roughly the same (US$980 million).
From 1987 to 1991, when ASEAN exports to Japan increased by 70%
and toral developing countries’ exports  increased by 61% Philippine
exports increased by 81% to US$1.77 billion,

However, certain countries performed better than the Philippines:
in this respect:

Thailand’s exports to Japan increased by 80% from 1983 to 1987,
and then almost teipled to over US¥3 billian hetween 1987 and 19910
Singapore's exports rose by 29% and 98% in those two respective periods,
ending up at USE5.1 billion. Vietnam's exports increased by 281% and:

2, Marasipan, “Thia s like the Olympics; 1805 a big gane for everyhody,”
Baerireess Warld Sixeh Anniversry Hepar, July 27 1293, b e i

BIME, ap e

¥'he Eeonomist Iotelligence Unit Unlimiced, 1993
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then 356% in the tespective periods for a 1991 rowl of USS602,1
million. (Figure 17)

Imporss from fapan. The Philippines’ imports  from Japan have not
grown as rapidly as those of its competitors. With regard to imports from
Japan, the ASEAN toral increased by 7% from 1983 1o 1987, and by

147% from 1987 to 1991, The Philippines” imports decreased by 14%
and then increased by 119% during the two respective periods, for a roeal
of US$2.5 billion in 1991, From 1987 to 1991, Malaysias imports from
Japan increased by 248% Thailand's increased by 220%, and Mexico's
increased by 237%.

Market shares. The Philippines performed decendy from 1983 to
1991 with respect to maintaining irs share in Japanese marker,” [n
1983, the Philippines’ exports accounted for 0.87% of all Japanese
imports and the figure dipped slightly to 0.83% in 1991, In the same
period, ASEAN's share as a whole fell from  16.46% o 13.86%, the
developing world's marker share fell from 60.59% w 51.26%. From
1983 1o 1991, Indonesia’s share fell from 8.52% to 5.05%, Brunei's fell
from 2.01% to 1.64% and Mexico's share fell from 1.33% to 0.74%.

There were some notable exceptions to this trend. Singapore's share
in the Japanese market rose during this period from 1.77% to 2.41%.

SIME, op it
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Figure 18
Shares of Developing Countries in Japan's Import Market
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Thailand’s increased from 0,85% ro 2,369, China’s share increased from
3.98% to 4.82%. (Figure 18]

FDI Flows

In 1988, North America accounted for 47% of total Japanese FDI,
the Furopean Community for 19.4% and Asia for 17.1%. Hm-.r::mr,-
recent findings on investment rrends reveal that ASEAN countries ranked
firstamong theareas where Japanese companies planned to investin 1952,
It was likely chat, among ASEAN nations, investment in Thailand and
Malaysia, which were the main recipicnts of former investment, would
decrease hecanse of increasing wages, lack of skilled labor, and the d'ela}’
of arranging social infrastructure. Investmenc in the Philippines and
Indonesia were likely o increase due te their labor-intensive industries®®
Iﬂpu} ']ISU ]'LH'; Iefﬁﬂti}f e raken Al]'ﬁ[r‘at!ﬂ a8k th Fﬂlul'L]'l IJIEEST ll]\rﬁﬁﬂuf
in Vietnam, wich its 29 projects amounting o US$310 million, In
ﬂfil'lll"lf_]lh LHCI'I U{'_]EFEI.I'I & Tﬂ].'.l ren cnmpamu, |:'.IE_\ d FTfhﬂtlLﬁ ln "l."rli;‘.EI'i:LIl‘l.:-ﬂ

Crowing Economic Influesce in Asa, Japan is quietly usurping the
US as the dominant force in Fast Asia, the fastest growing region in the
world ar present. Asia is its largest partner in aid, rrade, and FDI, but

W Wesearch nn 1992 Cheerseas [nvestment by Fxpore-lmport Tank of Japan,”
Frpore-Tmpore Bank of Japan, 1993 (unefficial tansfation),

TSrate Committes for Cooperation and nvestment, Viemam.
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lately this has expanded ro include financial flows, economic policy advice
and Official Development Assistance ((OHDA), Japan has been the top
foreign investor in the Philippines, Indonesia, and Thailand and the
second biggest investor in Singapore and Malaysia in the past two years.
With the ASEAN in 988, the percentage shares of direct investment of
.-E;Ij}d.'p';;;_il are as follows: 5.6% in [ndonesia, 25.1% in Malaysia, 20.3% in
the Philippines and 48, 7% in Thailand ™ From 1951 10 1991, Japan has
accounted for LUS§31 billion of accumulated FDI to the ASEAN region.”

_ Japan and the Philippines. Despite predictions of a relarively greater
increaseof investment in che Philippines than in other ASEAN countries,
the disparity of F1 between the Philippines and her ASEAN neighbors
atill remaing great, Although che Philippines has made meves to improve
s investment incentives, a recent study showed contrary to popular
perceptions, thar:

[mvestment incentivessuch as tax Jeductions, tax exemptions, and
wax credits For investors do not havea significane effect on attracting FDI.

The emphasis placed on research and development, the sciencific
preparedness of the  economy. and the slill level of workers  and
technicians are the primary considerations of foreign investors.™

Figures 19 and 200 outline some of cheir evidence: the Philippines
hias invested  less in research and  development, and trained fewer
students in the sciences, than other ASEAN countries, The Philippines’
faﬂure to artract significant  Japanese FDI s probably due lack of
Cinvesements in the ‘social infrastrucrure’ that improves the institutional
environment within which rechnology can flourish.

‘South Korea

Philippine-South Korean Trade

South Korea as a Trading Parraer. South Korea is not among the
.majm' cading partners of the Philippines, bur it does have some
impartance. In 1992, it was the destination of 2.8% of Filipino exports,
and it was the fifth largest source of rthe Philippines’ imports (5.1%}). Tt

Nam, et al.op et

- Philippine-Japan Trade Relations” Burean of Tneernational Trade Relanons,
Manila 1995,

E Albura, O, 0, Bagtse, and b_ S H, Gachoen, "Pacific Direce [nvestment
Frml.'s into ASEAN," ASEAN Eeonomic Brffeein, March 1992
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Figure 19
Research and Development Spending as Percentage of GNP, 1930
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is a sighificantly moderately trading partner of the other ASEAN nations:
itserves as the destination of 9% of Brunei's exports (3rd largest), 6.7%
of Indonesia’s (4rh largest), 4.4% of Malaysia's (4th largest), and less than
4% of Singapore's and Thailand's. It is the source of 5,6% of Indonesia's
imports 95th largest), but less than 5% of Thailand's, Singapore’s,
Brunet's, and Malaysia's,

Exporss to Nouth Korea [rom the developing world have been on the
rise: from 1983 to 1987, chey rose by 29, and from 1987 1o 1991, they
rose by 178%. The cotal ASEAN figures for those two time periods are
31% anel 129%, respeetively. The Philippines held ies ground during this
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Figure 21
Exports to South Korea
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Time, di:v:rta..\ing its exports from USKT48.7 million in 1983 to US$98.3
million in 1987 (a drop of 34%), but increasing its exports by 132%
bevween 1987 and 1991 tp US$227.9 million, The trend in the figures for
other ASEAN countries are generally consisrent with the global trend for
this time period. (Fizure 21}

Impores from Sowth Korea. Owerall, ASEAN imports from South
Korea have been growing in volume rising 37% o US$2-billion from
1983 to 1987, and then another 226% to US86.52 billioh in 1991.
Trends in the Philippines’ imports are consistent with these increases:
rising 25% from 1983 to 1987 (from USS 161.3 million to US$ 201
million and rising 218 percent ro USS 638.6 million by 1991. Most of
the Fhlhppmes competitor nations also have consistent figures for che
wo respective time periods, Perhaps, the most norable exception to this
is Mexico, which saw a 25% increase in i import from South Korea in
between 1983 and 1987 (from US$19 million o 28 million), and 221 8%
increase from 1987 to 1991, ending with a total of US$649 million,

Market Shares. The share of developing countries in the South
Korean impore market decreased from 1983 top 1987, falling  from
31.51% 0 20.14% on the whole: but increased from 1987 1o 1991, rising
o 28.23%. The Philippines' share was consistent with chis trend: it
clippcd from (L67% to 0,28% in 1 Y87, then rose to (0,32% by 1991, The
ASEAN share as a wholealso followed cthis trend: falling. from 8.72% in
L1983 to 7.12% in 1987, and then rising o 7.30% by 1991, From 1283
to 1991, Malaysia’s share fell from 2,97% o 2.14%, Singapore’s fell from
2.06% to 1.97%, and Thailand’s fell from 0.41% to 0,66%.
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Figure 22
Developing Countries’ Share In South Korea's Import Market
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The natable exception to this trend was in Indonesia’s share, which
increased from 1.47% in 1983, to 1.89% in 1987 to 2.75% in 1991
(Figure 22)

FDI Flows

Since the 1980s, particularly afrer 1985, the economies of the
newly industrialized  economies (NIEs) which incude Hong Kong,
Tatwan, Singapore, and South Korea, have undergone significant
restructuring, The NIEs, driven by rising wage costs, stronger exchange
rates, scarcity of land, and environmental concern, have begun to relocare
the labor-intensive indusrries inro the ASEAN region. This resulted in
the ASEAN economic hoom berween 1986-1990, The outfows have
heen so rapid thar by 1990, the major foreign investors in the ASEAN
countries were the NIES, displacing the US and Burape. At present, the
NIFs as a group constitute the largest investors in Indonesia, Malaysia,
Philippines, and Thailand.

ﬁmn]‘lg MlEs, South Kaorea has been the most active investn:i_vr 10
Thailand from 1986-1990 (investing US$2 billion in 1990}, and the
least active in the Philippines during the same period, wich only Us§10
million in 1990, Bconomie liberalization in China and Yiernam Has.al__s_:i
led South Korea ro invest significantly in these areas. Placements o
China T.:‘.n]:ui'.utr_l its 1990 level three-fold, mialﬁng US5137 million in
1991." South Korea also has 17 projects amounting to USS150 million

N Maipicl, “Foreign Direce Invesements: Tt has been falling steadily,” Briinen
Wordd, Sisth Annversary Hepors, July 27, 1993,
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Finure 23
Korean Investment in ASEAN
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in Vietnam; afl the h‘"!:» South Koran corporate names are already in the
country, including ba.meung Daewno, Hyundai, and Lucky Goldscar.™
{Figure 23)
Taiwan .

Philippine-Taiwan Trade

Trade Partner, Taiwan is not a major buyer of Philippine exports (it
is the destination of only 2% of exported goods), but it is an important
sqi.:'ﬁ:'t: of Philippine imports (6.6%, the third ]argest afrer the US and
Japan). Thesame stcrucrure holds for Taiwan's trade refarionship with the
rest of the ASEAN. Tt is not 2 major destination of ASEAN's exports: the
3.6% of Indonesia is the largest share of any ASEAN nation’s goods chat
.;a‘_;ﬁ'.GEI_lt to Taiwan. However, itis the source of 3.4% of Malaysia’s imports
(dth largest), 5% of Thailand’s (5th-largest}, 4% of Singapore’s (Sth
larpest), and 5.1% of Indonesia’s (7rh largesc),

Fxparts to Taiwan. From 1987 to 1991, the value of ASEAN
exports 1o Taiwan went up o 130% (US$2.12 billion to LIS$4.87
billion), and the roral exports of developing countries increased by
133%, The Philippines did not dowell in comparison, as its total exports
only increased by 45% (US$144.2 million ro US$209.7 million). Three
ASEAN nations fared particularly well: [ndonesia’s exports to Tanwan
increased by 123% (US$47774 million ro US$1.05 billion), Singapore’s

SMguyen, ap cin, g 4%

177



AFTA Research Secretariat, New Developments in the Global...

Flgure 24
Exports to Taiwan
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rose 169% (USE780 million to US$ 2.09 billion), and Thailand’s
increased by 183% (US$ 168 million to US$475.6 million). (Figure24)

Tenpores from Taiwan, During the same period (1987 to 1991), the
volume of imparts of Taiwanese goods by ASEAN countries inereased by
232%, from USE1.95 billion to US$6.48 billion. The amount of
Philippine impores did not increase thar rapidly in comparison, rising
130% from US$371.5 million to US$853.9 million. Malaysia's imports
from Taiwan increased by 318%, from US$479 million ro US$2
billion,and the quantity of Thailand's impoarts rase 291% from US$485.1
million to US$1.89 billion,

Figure 25
ASEAN Shares In Taiwan's Import Market
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Market Shares. From 1987 to 1991, the share of ASEAN councries
1:1 the Taiwanese market inereased (6.65% o 8. 25%), as did the share
:-r.rfl:l‘_t{‘. developing world as a whale {22.3% 1o 28.1%). The Philippines
did not fare well, and its marker share fell during this time, from 0.45%
o 0. 36%. Other ASEAN nations perfnrmt.d well: Indonesia’s share
inereased from 1.48% to 1.7 9%, Singapore’ increased from 2.44% to
3.55%, and Thailand’s increased from 0,53% to 0.81%. (Figure 25)

EDI Flows

FDI isanimporcantcontribucor to changing cumpamrwe :Ldvanmf,c
and upgrading produce quality in Taiwan. While FDI of primary investor
countries like the US, Japan, and the EC have been ana declinein Taiwan
‘Hut» to global slowdown, escalaring wages and tougher environmental
:ca,ntmLﬁr unposad |J].-r the Taiwanese Eoverniment, Taiwan has increased
efforts into turning lt.SE”: into an active investor country. Souche; mtﬁmm
ﬂremurm Berween 1986- IJEJL investment ﬂ'llTﬂDWQ of Talwan wele
ﬂtrccmd to- Malaysia 4%% Thaitand (309%) and Indonesia (24%).
T‘J.ttlw;m i5 ﬂlrmld}" the second larpescinvestor inthe Philippines, Malaysia,
Thailand, [ndonesia and hasalarger crade surplus with ASEAN chanwith
];h&US {Figure 26) Taiwanese investment in China {(much of which is
direcred through Hong Kong and concentrated  in Guangdong and
Eujian) and Vietnam has also been growing recently.

Flgura 26
Taiwanese lnvestment in ASEAN
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