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Objectives and Framework of the Action Program for Investment Promotion

Ohjectives of the Program

Presented in: th:s chapter is the proposal of an action program to be undertaken for investment
promotlon The eventual objf:ctwe of this action program is to promote investment for location of
factorics in the CEPZ. Nevertheless for foreign investors the decisive issue is evaluation of the
Philippines in compartison to the other ASEAN countries. Therefore it is proposed to undertake
the action program for foreign investment promotion by means of two programs; firstly, the
overall general program to promote the foreign investment which will be implemented by the BOL
on a national levei and sccondIy, the promotion program for EPZ, which will be implemented by
the EPZA to convmce, foreign investors to locate their factories in the EPZ, This second
program will be a sub-program of the first. For domestic investment, as there is no particular
need fdr_;a co_mprehcngive prbmbtion program, to promote inifcstérs to locate their factories in
the EPZ would be nééessafy. ,me this point of view, a program for atiracting local companies
could be included in the action program which will be implemented by the EPZA to promote

 foreign investors for location in the EPZ.

Program Targets

The targets of the action program fo attract foreign investment impleﬁnented on a zational level
by the BOI are to be Japan, Taiwan, South Korea and Hong Kong. These shall be the targets for
some tune to come. Forther, bearmg in mmd thc flow and characteristics of foreign investment to
the Phlhppmes as outlined in the prewous chapter, the main areas concerned will be export-
oriented small- and medium-scale manufacturers engaged chiefly in electrical and electronics
parts, automobile parts, toys, sporis goods, accessorics, garments and other textile produets,

plastic processing, precision machinery and metalworking,

The program for promoting iwvestment to the EPZ is to be carried out as the sub-program of the
general promotion program, so the target for foreign activities will be the same as that of the
overall action program for foféién investment promotion. Fc;r domestic investors the program
will scek to promote the location of those investors which meet the EPZ’s objective of furthering
export-oriented manufacturing industries, and to attract domestic investors which manufacture
parts, intermediate goods and packaging materials to be supplied to factorics in the EPZ,
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Coordination of the Two Programs
The coordination and relations of the two programs is indicated in the following diagram.
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As these two programs are interrelated, the efficient imp!émcntaiinn with close communication

and coordination is important so as to avoid duplication of activities.
Implementation Period of Program

An analysis of similar cases in other countries shows that there is a three-to-four year cycle

involved in investment of foreign capital. In view of recent investment trends, there are sufficient

- indications to conclude that if the atiraction measures are actively implemented a foreign

investment boom in the Philippines (in particular from Japan and the NIEs) would result. Itis
desirable that concentrated activities for promoting foreign investment be carried out over a two
year period so as not 1o lose this opportunity. For ihis reason the implementation period for the

program proposed here is assumed to be for two years.
Basic Strategies of the Program for Investment Prompzion
1) Program to Attract Foreign Invéstmcnt
On the basis of the is:sucs involved in strengthening activities 'f-or. ldrihg _invéstment which

were outlined in Chapter 5 (5), the following aspects are to be given emphasis in the basic

strategies developed in the BOI-led action program for atiracting foreign investment,
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<)

~." Establishient of Action Bases in Target Countries

In order to proceed with promotion measures intensively it is necessary to sel up bases

for activitiés in the countries which are targeted for promotion. Since the target

- countries of the preseat program are Japan, South Korea, Taiwan and Hong Kong, it is

dt;sirable that action bases be established in éach of these. If restrictions or limits

‘preventing these are found to exist, then a base should first bé set up in Japan which

could also undertake activities for the promotion of investment from South Korea.

" Similarly, the head office of the BOT'in the Philippines conld be used as the base for

activities directed toward Taiwan and Hong Kong,

Overall Control and Support Systems by BOI/EPZA Headquarters

“For the success and effective progress of the above promotion activities focused around

the overscas action bases, it is vital to establish the overall control and support systems
for the BOI/EPZA Hcadquarter in the Phahppmes The main funct;ons and role of

sirch systems are as follows.

iy  Overall supervision and coordmatzon of promotion activities at the overseas action

© - bases

ii) Coordination with relevant minisiries and othier government agencies concerning
promotion activities, and laison and coordination with foreign agencies located in
 thie Philippines : ' |

ii) Accumulation and dissemination of information required for promotion activities
‘of the overseas action bascs. Pre,paratxon and support for semmars, dispatch of

lecturers, and other support activities

“iv) ~Responses to inquiries from the overseas action bases concerning policy matters
'v)  Services for the potential investors during visits to the Philippines

- Main Activities of the Overseas Action Bases

The following represent the action targcts for the promohon actmtles of the overseas

action bases,
i} To make known the country’s conditions, investment environment and

comparative advantages of industrial conditions to industries at large and also to

upgrade the image of the Philippincs and increase interest among industries to the
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Philippines with special effort given to arousing an interest in investment to the

Philippines for industrial operations.

Wh_cﬁ selecting a co_hntry where investment is made for industrial operations,
industries gencrally evaluate in a compichensive way the investment environment,
giving special attention to po_!itical ét_ability and the security of both companies
and individual personnel, together with production and marketing advantages.
There are a large number of companies which regard the Philippines with
uncertainty in terms of political stability. Efforts must be directed to dispelling
such fears. Further, activities will be focused on making known as widely as
possible the superiority of the Philippines as a production base.

if) Identification of poteatial investors havihg an interest(taken to inclnde investors
whose interest is weak but could be further activated by promotion) in the
. Philippines will be pursued in conjunction with the above activities.

In the case of the J apanese small- and medium-scale industries the following two

industrial groupings can be described.

- Final consumer goods manufacturers who depend mainly on distributing
companies (including trading corporations) for sales. In some cases these also

~ receive fimancial support,

- Parts and intermediate goods manufacturers; in many cases depend on large

industries which are users of the parts or intermediate goods.

It is necessary to devise identification methods which take into account the above

structurat characteristics and are suited to each group.

iiiy In order to follow up the contact established with companic's thus ideﬁtificd,
specific information and consultation shall be provided to assist the company’s
pre-investment study of project. In this way the investment of the company to the
Philippines and realization of a conerete undertaking will be promoted. Such
setvices are especially needed and effective in the case of small and medium

companies which have little or no experience of overseas ventures,
2)  Program for Attracting Investors to the EPZ

The following factors are to be given emphasis in (he basic strategies of the program led by
the EPZA for atiracting investors to the EPZ.
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b)

~ Definition of the Investors to be Attracted to the EPZ

Foreign investors fo be attracted to the EPZ will have been identified as a result of the

. program for attracting foreign investment outlined above. However, it will be necessary

to define the domestic investors to be attracted. It is obvious that the main corc will
consist of investors who undertake production of exportable manvfactured goods but
the core will also involve such linkage-type manufacturers as those to provide parts,
intermediate goods and packaging materials to the factories operating in the EPZ. In
the latter case the attraction is not so much a question of locational attraction as one of

business linkage,

Collaboration with Various Manufacturers’ Associations

Through collaboration with the various manufacturers’ associations and Chambers of
Commerce in the Philippines established by the DTI and BQ], efforts have to be made
for atiracting their member firms,

Main Promotion Activities

Since there are restrictions on both personnel and budget available it is desirable that

promofion activities begin with those which are most easily initiated.
i)  Appeal by Visit to Companies Interested Locating in the CEPZ

Table A9-2 of Annex 9 is a list of 31 companies who bave an interest of location in
the CEPZ. These should form the first target for attraction.

it}  Appeal to Companies Selected for the Questionnaire Survey in the Philippines

It is possible to vse the list of 500 companies singled out for the questionnaire
survey in the Philippines (180 companies replied). Even if these companies do not
actually locate or envisage to locate many could be candidates as linkage

industries as outlined in a) above.

iii) Appeal to Members of the Manufacturers’ Associations or Chambers of

Commerce in the Vicinity of the NCR
Since the scope of activitics which are undertaken by the EPZA staff is limited it

will be necessary to efficiently utilize the assistance of the various associations and

Chambers of Commerce.
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i) Appeal to Companies Engaged in the Traditional Manufacturing and Other
Sectors

The cooperation nof only of the DTI but of other governméhtal and private
organizations will be necessary.
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Program for Promotion of Forelgn lnvestment -

Qutline of the Program Functions

The action program for the foreign investors which are chosen as the object of the program will

make up the following activities and functions. The activities are identificd from the viewpoint of

1)

' complementing the existing functions of the BOI and EPZA, and must be integrated with these.

Advértising Activities

The ubjcct'ives of p'ub'lic' relation activities consist of the following two. First, to make an

appeal for the investment merits and superiority of the Philippine environment through the

"-mass media‘and its own indcpendehf network, and secondly, to create and encourage
~interest among investors considering investment to the Philippines, In particular, efforts

st be directed to change the negative image regarding social and political stability in the

Philippines and convey a true picture of the investment environment in the Philippines. At
present such PR activities to excite and develop interest among investors are of prime

importance.

Followup and Marketing Activitics

“For'the followup to identified investors, at first screening of the identified individual
 investors is to be indertaken on the basis of the policies of the BOW/EPZA and the degree of

interest of investors, in order to select target investors to be péfsuadéd by means of followup
contact. Once such target investors are selected then a system for followup measures can be
sct up. To date the screening of potential investors as well as response to those was left to
the decision of the person in charge and there was no organizational system fo handie these
matters. In order to both widen the range covered and incréase the thoroughness so as to
obtain a detailed response it is essential to followup and markcting activitics thata
BOI/EPZA network actively employing outside agencies be sct up. Further, marketing

“activities directed to the regional industries or small and medium industrics have been

- insufficient to-date. Therefore the program will include this area of activities.

3)

Information Services

* In conjunetion-with'the followup and mafi{eting activities of 2) above, the provision of
* +information tailored tg the differing needs of investors is needed. This basic function will be

carried out by an information center which will activate the network with external agencies.

Various ways-of information transmission include the use of the mass media, seminars held

- by the- BOI/EPZA, and the use of a network tied in with external bodies such as trading



companies and banks, The sub program is to _coofdina_te_thcs_e,affect_ively. _
4)  Consulting Activities

For the poiential investors who have been identified through the PR and marketing
activitics, consultation, guidance, persuasion and support are to be continuously undertaken
in line with individual needs until the investment decision is finally made by the investor. In
p_artibular, consultation to regional export manufacturers or small/medivm manufacturers .
requires a wide variety of cxpertise and, further, requires considerable time and expense.
Therefore, it is necessary to formulate a sub-prbgram for action by defining main groups to
be promoted and taking into consideration the characteristics and specialities as well as
expertise required for consultation to match the locality, industrial sectors and structures of
the potential investors in order to render consultation f;fﬁciaﬁtly and efféctiirely. Toward
this cnd. the employment of consultants will be useful to make them assist the preparation of
this action program, The sub-program for the consultation will be formulated in linkage
with the program for the information services as stated in 3) above, so as to specify the

content of information to meet the needs for the above activitics.
5}  Monitering Activities

A monitoring cenrter needs to be set up in the BOT and the main overseas action bases to
scrutinize investor trends, as well as check on the progress achieved in the action programs,
At the same time it will function as an _inforniation network.. Therefore this center wilt be
located the center of the overall action program as well as the center of the information

network and dissemination system.
(2) Outiine of the Sub-Programs of the Verious Activities
1)  Advertising Activities
a) Program for Employing Mass Media

This will involve publicity regarding the advantages of the Philippine investment
environment via newspapers, magazines and broadcasting media both at home and

overseas. The main activities will be press meetings and advertising.

Press meefings will take place either in Manila or in major cities overseas. Conducted
by high government officials, they will provide comprehensive coverage including the
relcase of information showing the advantageous conditions of the Philippines,
government policies and preferential measures, and data comparing the Philippines to

competitor countries. Also, such press meetings should be timed to coincide with the
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visits abroad of high-leve! officials, or the holding of seminars. In principle they should

be held either in the Philippines or in the hosting country. once every month.

Advertising is to be done via the media dirbctly by the BOI or EPZA. The central aim
will be to increase the interest among investors in the Philippines. Articles will focus
on the positive attractiveness of the Philippines, the cheap labor cost and its

geographlcal advantages Moreover, a coupon system can be used for requests for

"mvestment data and prmted information for the P]uhppmes

‘ The mam medxa cmpioyud will be newspapers but bemde.s general circulation editions

spec:ahst industrial newspapers can be used. This will help increase the effectiveness

of publicity appeals to the industries targeted and to.small and medivm industries.

Invitation tours for journalists will concentrate on Philippine tours for newspaper and

magazine journalists. The main aim will be to promote an accurate portrayal of the
national situation and to encourage articles presenting a positive attractive image. The
BOI and EPZA should seek the support of the Ministry of Tourism, Philippine
Airways, Hotel Associations, the Philippine Chamber of Commerce, etc. Itis
important to show a national stance which welcomes foreign investment. Invitations

should be extended to one journalist of each of the major daily papers and to economic

newspapers, with each Tour Group consisting of between 10 and 15 members. With

w _' rcgard to Japan it is expected that the total number to be invited would be about 30

b)

members to mcludc magazine journalists.
Preparation of Pamphlets

In addition to the pamphlets now being distributed by the BOI/JEPZA, the following
four types of new pamphlet should be produced.

_ i) _"Gui@gﬁncs for Potential Investors”

Since this is directed at thc wide range of potential investors it should employ a
large number of charts, tables and diagrams presenting the advantages of the
investment environment in the Philippines, and be easy and quick to assimilate.

Tl;g_e rhai_n confents are to include;
- Key econcmic indicators
- Investmeat policies (Laws, Acts)

- Resources

- Advantages of the Philippines
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- Price and cost information
- Promotion privileges
- Security and safety measures

i) "Profiles of Specific Industrics"

This pamphlet is to summarize the world trends in a given industrial sector and
introduce measures for the'pi'om.otion of investment in the ten major scctors of
Philippine industry. This pamphlet will supplement the general profile issued to
date and also further the attraction of industries which are favored.

Main contents include:

- Export, import and production
- Resources for sub sectors
- Incentives for sub sectors

- Advantages in the sub sectors
i) “"Question and Answers”

After collating the various inquiries and questions received to date by the BOI
and EPZA, 30-40 main issues are to be selected and these are to be explained to
provide a useful guide for inventors which can be used during followup

procedures with promising investors.
iv) "Management Guide Book"

Mostly relating to the running of the workshops inside the main Export Processing
Zones, this will summarize the main issues in a gnide book form, It can be used as
a complementary document for investors interested in locating factories in the
EPZ. It should also introduce advice and experience from the existing Zone

Enterprises.
All four of the above paraphlets should be written {translated) in the various languages

of the investor countries, and should be of the same cover design and format. A
colorful and active presentation of the Philippines should be songht.
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2) Followup and Marketing Activities

a)

b)

Seminars

Seminars have been held to date jointly between the BOI and external bodies. These

" have been in the major cities and in many cases the paiticipants have not been

restricted to industrialists nor in terms of the industrial size of participants. As the

‘above format is considered appropriate and effective for gathering potential investors

- from #n unspecified number of participants these should be continued.

In addition (o these, seminars should be held which restrict or specify the industrial
seclor or organizational nature of the industries chosen, including small-scale seminars
for local industties; Taking the example of Taiwan and Japan as reference, there are

cerfain-particularities of foreign investment flow. Inthe case of Japan, the

. subcontractors of large manufacturers tend to enter overseas markets in groups.
‘Further, small-scalc companies of the same industrial sector in Taiwan enter overseas
~ ‘markets as groups also. It is therefore an extremely effective approach to determine

-the targeted area in thé case of seminars for these countries. For example, the

industries related to antomobile parts manufacture in and near Toyota city, casting

" industries of Kawaguchi city, or ehgine te-builders of Toyama are appropriate targets

for seminars. -
Group Meetings and Programs for Introducing Joint Venture Partners

The identification and selection of joint venture partners is a vital issue for investors.
In this sub-program the investors whose profile has been clarified in the seminars will
be further screened and investor groups classified. More specialized investment
guidance will be provided to the indusirial groups thus defined and small seminars

focusing on central themes will be held.

Further, foreign companies searching for joint venture partners in the Philippines will
be listed with the aid of the Chambers of Commerce and the lists will be divided into
groups according to objectives and requirements. The BOI network will provide for an

“-exchange of information between the parties, and for introductions. Also through

opportunities such as investment missions a program for introducing joint venture

“partners will be set up.

Seminars and group, meetings should ‘take place once a inonth, and should be held so as

‘o attaina regional balance. Investment missions should enroll participants from

~:thoughoutthe nation and should be undertaken in-accordance with Philippine

conditions.
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3} Information Services

a)

b)

Setting up of Foreign Advisor Groups

It is proposed to set up advisory groups for the BOI, consisting of members from
foreign enterprises and foreign chambers of commerce located in the Philippines.
These groups are to hold monthly discussions on subjects such as the BOI systems,
preferential treatment measures, and promotion activities. These meetings will serve as
a venue for the exchange of views, and contribute to the ongoing activities of the BOL

Establishment of an Information Center

An information center will have two main supports. On the one hand it will have a list
of foreign potential investors interested in becoming joint venture partners in the Phil-
ippines and the list of parts suppliers, For example, for Japanese potential investors,
data bases should be built up by the BOI in Tokyo concerning Japanese companics and
in Manila for Philippine companies, and it would be most desirable to have the two
bases linked. If this is difficult in practice then at least each party should possess a
bank of data and answer questions by fax. The second task is the establishment of a
data base for the information package for the potential investors, The opérations
curreatly in progress at the Investment Information Center should be employed to

construct a system in line with the above framework.
Creation of Sales T'ools, Such as Pamphlets, Ete.

For details see section (2)-1)-b).

4) Consulting Activities

a)

Comprehensive Consulting Services

This involves the dispatch of replies and documentation in response to the inqguiries
and demand for data received during the publicity and seminar activities. At the time
of response a questionnaire should be enclosed in order to establish details of the
investor concerned. Also, response or contact by telephone and visits to companies
might take place in connection with specific investment consultation. The data thus
assembled is to be recorded in the information center and used later as back-up data.
Further, it is advisable that consultants who have good knowledge and experience
related to the local businesses be designated as invesiment advisers, because of need
for special knowledge such as communications and the business environment,



b) Clrculatmg Consultaut Serwws

In cooperation with the regional Chambers of Commerce and local banks a team
consisting of BOI staff and local consultants should carry out c1rculat1ng consultant
scrvices to local investors, Aftersetting dates and venues in concert with local
cooperatwc bodies these wdl bc dlspatched to serve the local investors once whatever
preparatlons deemed neccssary are completed In prmmple such corasultmg services
shouid be plaxmed fo start the day afler the seminars in rcglonal 1ocahons '

¢) Follow up Consulting Services

'Among the potenual mvestors who have bﬁen identified by the publicity program

ducct mail and semmars efc. a first screenmg is carried out to draw up a followup list.
Regular checks should be made as to the status of the investors of this list, and if
necessary contact made by telephone or letter to promote investment tothe
Philippines. Aiso, mformatlon should be regularly dispatched and a check made on
' their response. These actwmes form an mtegrated part of the followup activitics and
'wd.! bc implemented in the lattcr half of the action program

5} Monitoring Activities

In connection with the establishment of the Information Center referred to above, a2 General
Information Center is to be set up to coordinate the progress of action programs undertaken
by the overseas action bases ('thé"Embassy of the Philippines in the case of Japan). The
major tasks of this céntar will be the work of the progress monitoring desk, including
management of data concermng mvcstors and invéstment related data, and keeping a check

on programs in progress

The respons'iblc pefsonﬁei for monitoring services will make regular reports back to the
‘Manila BOI Head Office of the progress of each sub program. On the basis of this data,
~ detailed adjusiments of plans and conﬁrmatlon of major items can be carried out, and a
feedback of information created. The center will also monitor investor information which

can be used in the consultation activitics.
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6-3

(1

Organizational Systems forimplementing the Promotion Programsto Attract
Investment

- BOI Support Systéms

The Industry and Investment Group (11G) centered in the BOI is respons:ble for the promotion
of investment in the Phillppmcs inside the DTI orgamzatmn However, due to the orgamzat:onal
problems pointed out in Section 5-1 there is a need for a new organizational framework to
support the creation of an overseas network,

This is necessary since cooperation and laison with overseas agencies is indispensable for the
implementation of the promotion program outlined above. However, the present framework of
the BOI is considered insufficient for the purposes of creating such an overseas network as it
stands. ' '

Therefore it is necessary to re-assess the existing orgamzatlou from the wewpomt of its functions,
and to reform the organization in a more desirable way, from the viewpoint of effective
implementation of new promotional programs. These functions and the corresponding items for

action are as follows,

Function Item
1) Information a) Collection and pfor;iessing of investient-related information
Management b) Supply of information to the mas media

¢}  Supply of information o investors 7

d) Production of pém[ihlets for ﬁromoﬁdu of investment

¢) Filing of lists of local suppliers and prospective investors
fy Filing of investment-related regulations and systems

2) Investment a) ?!anmng and placing advernsmg in the media
Promotion b) Coordination with outside cooperating agencies (Tradmg
companies, banks, Chambers of Commerce, JETRO)
¢) Planning and holding investment seminars
d) Identifying investors by use of direct mail, telephone calls, etc.

3) Investment a) Consulting services for investors
Consultation b} Introduction of partners and suppliers
¢} Follow-up contact with prospective investors
d) Orientation regarding procedures



4) Momtormg and a) Monitoring progress of each program

[Supérvising b))’ 'Momtormg of program rcsu!ts _
fCoordination =~ ¢) Liaison and coordination of overall mvcstmcnt promotion
' activities '

d) Liaison and coordination with outside cooperating agencics

In‘addition mention should be made of the use of the Forcign Advisor (Country Desk) and
Overseas Centers for supplementary functions of the support organization. The Foreign Advisor
{Country Desk) is to be positioned as part of the overseas control function as the headquarters in
' Manila, and is to bé given the functions primarily of administrative support for investment
protﬁoii('m programs carried out dVerséaé as well as p!auuiﬁg and implementziﬁoﬁ'of investment
promotion programs for foreign investors within the Philippines, and laison with outside

cooperating agencies.

The relations between these functions and each program are described in Table 6-3-1. There are
specific relationshlps for the funcuons at each phasc "Further, it is necessary to carry out the

" detivities so that there is a synergetic effect, Itis therefore of vital ultimate importance that there
‘be coordination and control of the relations between the functions and overall programs.

CItis recommended Lhat the rcorgamzanon in order to prowde an overall support system for the

hew promotlona] programs be as fcﬂows (sec Figure 6-3- 1)

1) There should be separation of regions targeted for activity into two gr(')ups. domestic and
formgn, which has devcloped from the present framework of the BOI under the Industry and
Investments Group (1 1G) of DTL.

2)  Overseas Centers (they may be given a different designation than this) should be established

in major countrigs as part of the improvemen( of overseas investment promotion activities,

'3)  In addition to being 'éng_aged in p]annmg and p'r'bn{o'ting promotional activities overseas, the
‘Foreign Advisor (Couﬁtry_Desk) should be considered as having responsibility for providing

invcstmént-relét;d consuting for their own countries investors in the Philippines.

4) Liaison and control of investment promotion activities overseas and inside the country
should be undertaken under the supervision of Undercecretary of DTI, and coordination
between related institutions such as EPZA, BEMB should be accomplished here.

" 3)° ‘Using the functions of the emstmg BOI Investment Informanon Ccntcr for management of
- mformahon a Management Informahon ‘iystem (MIS) extendmg to overseas coverage
. 'shouid be sct up '- '



(2

6) Investment Adv;sors statxoued as the BOI Ovcrscas Centerq should be under the control of
this new organization, ancl the orgamzatmnal ltnkage withi mvestmcnt promotion agencies
shonld be strengthened.

7) TheBOIOverseas Centersshallhave primaryimportanceinthe pianning and
‘implementation scheduling of investment promotion activities, and in the coordination with

cooperating agencies.

8) Major target countries as sources of investment are to be selected on an annual basis, and

budget allocations shouid reflect a rankmg of them in relative lmportancc, whﬂe full use is

made of support and coope;atlon from the sub]ect countnes
EPZA Support Systems

In ordcr to allow the EPZA to take a more active role in the actlon programs the follnwmg
reorganization is proposed The main aim of reforms is to effect a change from the present
passive role to a more active one in promotion activities. The prcscnt Informatton and Promotion
Department will form the core of the new system but in addition to the existing two divisions a
new Corporate Consulting Division is to be set up. Further, the staff dispatched on 2 mouthly
basis to the BOI - OSAC are to become excluswely postcd as BOI- liaison off:cers and be
responsible for the planning and demands of the programs to promote atiraction of investment,
and for the followup services o investors visiting the BOL

The functions of the three divisions to compose the newly organized Information and Promotion

Dept. are as follows:
1} Information Division

In addition to issing an official bulletin, publication of the newsletter, collection and
organization of BPZ rclated material the Division will also be responsxble for latson w1th the
lavestment Information Center of the BOI, and will file information in the EPZA
concerning investment and industrial data. As well as making this information available to

investors it will organize seminars and group meetings,
2) Promotion Division

This division is to coordinate and control the various activities of the EPZA for promoting

investment. It is to organize seminars, missions, and the planning and implementation of -
other programs as part of its approach to external iﬁvesting agé.m-:ijw.. Further, acting as the
EPZA’s promotional agent for the EPZ overseas it is to provide information. to overseas

bodies and be responsible for administrative coordination.



(3)

3) Corporate Consulting Division

It is'to act as the consultative window on investment for the EPZA. In addition to
complementing the information service function of the BOI-OSAC, it will provide consulting

functions in the survey stages before preparation of applications.

By devoting the efforts of the Promotion Division to promoting an attraction of investment will

not only make possible for the EPZA to take a more active role but is seen as a way to strengthen

the overseas support activities. As the Information and Promotion Department will be raised to

Divisional status an expansion by five or six new members of staff will be necessary.
Overseas Network for implementing the Program to Aitract Investment

The setting up of 4 overseas network centered on the BOI/EPZA is to supplement the insufficient
area or function of the existing overseas network by effectively utilizing the external institutions
and resources available. In the present chapter, particularly for the implementation of promotion
activities in Japan, those institutions and bodies in Japan (both public and private) which are
considered as likely elements of a feasible network are introduced, and a framework and

approach for setting up a network with those institutions are presented.
1)  External Institutions which can be Utilized for Programs

First, those institutions in Japan which are considered as feasible elements for the creation
of a future network are introduced. These include public and private bodies and the scope
- of support which they can offer is restricted. The major bodies, including those alrcady

" having cooperative relations with the BOI, are as follows;

MName of Organization Program Procedures
a) JETRO (Japan - a) Seminars A proposal for the implementation of
External Trade b) Dispatchof programs is made to JETRO Mauila by
Organization) missions the DT or BOI
b) ASEAN Center a) Japanese Written request by the DTY or BOI to the
{ASEAN - ' publications ASEAN Center
Promotion Center b) Seminars
on Trade, ¢) Iavitation to
Investment and " -persons
- Tourism} ' responsible



¢} Chamber of a) Seminars Request made through the Philippine
Commerce and Embassy in Japan to the various Chambers
Industry (Tokyo of Commerce from the DTI and BOI,
and other regions)

d) Yokohama a) Seminars

. Industrial b) Japanese
Institate publications

¢) Financial a) Seminars - Requests made via the Philippine Embassy
institutions in Japan, These take the form of joint

seminars or cooperation.

f) Trading frms a) Seminars These are formally decide upon after
negotiation with the Philippine branch of
the varions trading firms

g) Japan Small a) Seminars Written requests from the DTI or BOI to
Business Public b) Newletters  the International Office of the Japan
Corporation c) Publication  Small Business Public Corporation.

k) AQTS a) Technical Request to the Administrative Offices of
(Association for training for  the AOTS for guarantee of reception
Overseas engineers procedures for overseas students refating to
Techaical status, fees and intake systems with the
Scholarship) cooperation of investor companies of Japan.

All of the above have in common the fact that a decision is reached after a formal request
has been made either by the D'T'I, BOI or the Philippine Embassy in Japan. Generally,
however, the share of costs and program details arc to be discussed prior {0 the making of

an official request.

In addition to the above, in those private sectors which have strong links with the Philippines
(airlines, manvfacturers, department stores, ete.), cooperation with a full range of functions
relating to the Philippines is possibie. Even if such cooperation has no direct relation to
investmenis an indirect contribution to investment promotion is expected to resuit from the
appeal made in favor of the Philippines’ attractiveness. In such cases the costs incurred for
the advertising agencies for planning and coordination are usually borne by the private
sector. Approaches for the implementation of actual programs in collaboration with these

bodies is examined in the following section.



2)  Approaches to the Relevant Organization for Collaboration

a)

b)

Collaboration System with Japan External Trade Organization (JETRO)

One of JETRO’s main tasks is extension services for business information. It organizes
information gathered at 30 locations inside Japan and at its 77 overseas locations and

through its various offices passes this information on to interested parties. JETRO is

.the agency most frequently visited by Japanese companies when they are considering

overseas investment. This was also proved by the questionnaire survey conducted on
Japanese companics in the present study which indicated JETRO as the number one
body consulted for advice. The oa-the-spot interviews with Japanese companies also
show the same result. Further, the information services of JETRO arc not limited only

to provision of data but also include business consultation. Therefore, it represents the

most effective vehicle for making known and promoting investment information

concerning the Philippines to Japanese companies.

Itis first nccessary to explain and discuss the program which is planned for
implementation to either the JETRO offices in Manila or the Head Office in Tokyo in
order to establish collaboration on a concreie basis with JETRQ. The Investment
Promotion Division should act as liaison with the JETRO head office in Tokyo.
Generally it is usnal to establish a preparatory office with the collaborating partner at
the Philippine Embassy in Japan, etc. or elsewhere on the hosting side in cases of
programs. such as joint seminars which require time for preparations. The share of

costs incurred for such seminars, ete. are to be discussed beforehand.

_ It is necessary to establish a routine network with the Regional Offices of JETRO in

Japan so that the dissemination of information and consultation to potential investors
can be done through these offices. In such events, atiention should be paid to
-establishing smooth communications with them so that the BOT can make immediate
response to potential investors through the JETRO Regional Offices. Inquiries and
quesﬁonaaddrcssed to the Regional Offices are normally passed on to the Information
Services Division or the Regional Divisions (for the Philippines this is the Asian Pacific
Division) of the Head Office of JETRO. Tt is therefore necessary to link the BOI
overseas office in Japan with the Information Services Division of the Head Office of
JETRO and to maintain close communication by having regular meetings (refer to
Figure 6-3-2),

ASEAN Promotion Center on Trade, Investment and Tourism (ASEAN Center)

.This center was set up to promote the trade, investment and tourism of the ASEAN

- region, Itis run with funds from the various ASEAN countries and Japan, and also



with subsidy provided by the Japanese government. The main work of the ASEAN
Center carried out in connection with investment is as follows:

i)  Collection, printing and distribution of investment data
it) - Joint seminars on ASEAN investraent and support for these -

i} Exchange and support of human resources for joint ventures and technology

transfer
iv) Sharing of the costs incurred for provision of investment information

v) Sharing of the costs incurred for organizing and processing investment
- information as a data base ' R : ‘

vi) Sharing of the costs incurred for revision of films promoting investment to
ASEAN countries '

. vii) Sharing of the costs for the advisory services to Japanese investors

The largcr half of the above program has already beenimplemented for the
Philippines. Actual details of program implementation are determined either through
discussion with the Philippine parties concerned on the ocecasion of the visit of ASEAN
Center staff to the Philippines or through discussions with the Philippine personnel
stationing in Tokyo. Further, the partner for joint seminars, etc. is not necessarily the
government of the Philippines, However, for the final decision in such cases an official
request from a governmental body of the Philippines is requiréd before such projects
can be given the go-sign for implementation. Therefore, for those parts of the BOI's
action program which can be implemented in collaboration with the ASEAN Center,
an official request is be made to the ASEAN Center after pre-discussion is made by the
BOI local office (Philippine Embassy). Nevertheless, for the implementation of new
programs the ASEAN Center requires consent of all the ASEAN member countries,
and for this preliminary contact to the ASEAN member countries may also be
necessary. Further, it is recommended to set up a network with the above Center to
obtain access to information relating to potentialinvestors who have visited or
approached the Center.

Collaboration System with Major Banks

As part of their customer service major banks in Japan distribute printed investment

and trade inquiries information, hold investment seminars, and operate investment



d)

advisory desks. There are many cases of joint seminars held in collaboration with the

-investment promotion agencies of countries concerned. This is usnally arranged

through Embassies including discussion on details of the seminar topic, venue, lecturers

and sharing of costs.

- Collaboratioh with major banks for organizing such investment seminars will benefit the

BOI through the dissemination of investment information to potential investors, the

“identification of potential investors and the opportunitics for promotion they create.

This is because the followup activities with regard to the seminar participants arc
usually carried out by the banks themselves. This is most helpful since it is difficult for
the BOI to enjoy the same close and binding relations which exist between the banks

and their clients. It is therefore necessary to build up a collaboration nefwork with the

“banks and establish a system for responding to the demands of the banks in regard to

followup services.

The preparatory arrangements for the joinl seminars differs from one bank to another,
In some cases several sections are involved and a preparatory period of six - eight
months is generally needed for the overall arrangements. It is necessary for the BOI to
establish close relations with the vaiious contact personnel. Annex 12 shows the resull
of preliminary contact made with the major banks by the Study Team in May of 1990 to
explore such collaboration possibilities.

Collaboration Network with Industrial Communities and Private Business Associations

It may be possible to organize some fairs or events under the auspices of the industrial
communities, private business associations or other private business groups. For
example, various functions and events for industry, tourism and luring investment could
be timed to occur at the time of festivals in the Philippines. Sports events and cultural
functions are also conceivable. Planning and budget estimation need to be carried out
by the Philippines in preparatory stages and search for sponsors through the mass
media (including newspapers, etc.) or advertising agencies be followed by a discussion
of the full details,

industries which could be targeted for encouragement include those already investing
in the Philippines or those with the Philippines as a market. A preliminary contact can
be done through the person in charge of public relations in these organizations but they
may finally need an official rcquest made by the Philippinc Embassy in Japan.

Communication Network with the Mass Media

This is the most effective way of disseminating information to an unspecified majority.



In order to make an appeal by showing favorable aspects of the investment
environment of a country, one method often used is to invite journalists. In this case,
invitations are made not only by investment promotion agencics but are determined in

close liaison with the Ministry of Tourism and other related bodies.

. Recently, most of news on the Philippines reports on political and social unrest. For
example at the time of the attempted coup d’etat of December last year the fact that
the EPZs continued to function normally was not reported overseas. It is therefore
necessary to rectify false impressions which are promoted by an excessive concentration
on only negative social issues or aspects.

It is also important to maintain continnous communication with them even after their
return, The regular provision of documentation in-a form which will easily form
material for articles needs to be considered. As a venue for the regular exchange of
opinions and for the suggestions it proﬁdcs for future directions the mass media needs

to be used effectively.
Taiwan and Hong Kong

_ The above description presented, for example, the routes in Japan which can be
effectively used by the BOI for the dissemination of investment information to potential
investors in Japan. Similar setups can possibly be made in South Korea for access and
_ approach routes to potential investors in South Korea.. On the other hand, in the case -
of Taiwan and Hong Kong potential investors seem to nse personal routes for the
collection of investment information. Further, the fact that Taiwan does not have
formal diplomatic relations makes it difficult to set up official network for activities.
Therefore in these cases it is proposed that BOI functions and activities be delegated to

some banks or {o influential industrialists located in these countries.

In fact, in the case of Thailand which finds itself in the same position similar functions
to those of the BOI (mostly for information services and investment counseling) are
carried out by the Bangkok Bank in its Taibei branch, while active support for
investment consulting is undertaken by the Taiwan and Thai Industrial Development

Service Center (ITT) in order to respond to the needs of Taiwan investors.

It is possible to employ the services of the Metropolitan Bank and Trust Co.’s Taipei

Branch or use the overseas Chinese routes.



64 _ EPZA Promotion Activities

The present public relations and sales activitics of the EPZA are outlined in Section 3-5, It is observed
that to date thesc have mostly been of a passive nature and little active promotion has been undertaken.

It is necessary in the future firstly to increase the quantity of information to be provided to potential

investors. Further, there must be more measures taken to set up channels for the dissemination of

information. It is necessary also to establish promotion policies to attract to not only export

manufacturers but also domestic manufacturers of parts, materials, and packaging materials tobe

supplied to the factories operating in the EPZs. The following represents a proposal for concrete

programs in this direction.

1)

2

3

8

The Issuing of Investment Guidebooks .

At present, the guid.ebooks issued by the EPZA for the investors concerning the Export
Processing Zones (in three volumes) are a compact digest of a wide range of information,
This activity needs to be continued and extended. Morcover, although of interest to
potential investdrs; the opinions of the operators in the EPZs and presentation of the
picssn_t problems are not given space in the guidebooks. The individual EPZ should
undertake the publication of prospectus guides, newsletters, posters, etc. which canbe

sponsored by the EP.Z operators.
Issuing of an EPZ Management Manual
In conjunction with overall information services a manual for management inside the EPZs

needs to be made. The contents should concentrate on any points requiring special
attention because of the particular systems of the EPZs and should outline and explain the

special cha;écteris_tics of each individual EPZ.

Improvement of the Managen'al' Staff

The EPZA staff are given the task of setting up channels with the foreign affiliate trading
corporations and foreign financial institutions operating in the Philippines. Attraction of
investment to the EPZ takes place through a regular exchange of information and the
creation of a network of human relations between personnel responsible for these tasksis

undertaken.

_St_rgngt-he-ning_ of Networks with the Phil_ippine Embaésies Abroad and Investment

Promotion Agencies

In the same way as that outlined in the previous section for the BOI investment promotion
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5)

6)

8)

program, the strengthening of overseas networks is to be carried out. This ICan:b_é done
jointly with the BOI or through the BOY's program, including the distribution of information,
and the dispatch of seminar lecturers. Also, thc EPZA staff dispatched to OSAC could
assist the BOY - International Promotxon Center in carrying out thelr duties.

Joint Seminars

Beginning with the BOI, joint seminars could be held with Chambers of Commerce and the
various related grbups in the country. Also, provision of information'to the serinars
dirccted by overseas investnient promotion agencics, trading corporations, banks, ete. is to
be carried out. In particular, it is necessary to make a stronger appeal for the merits to be
enjoyed by companies that open up in the Export Processing Zones. Seminars du‘ected to

the supporting domestic industrics are also to be incorporated into programs.

Reinforcement of Consulting Services

‘In general, the feasibility study report needed for application to the BPZA is to be prepared

by the applicant through collaboration with a third parly. At present this is vswally done by
certified public accounting offices or consultant firms. By strengthening the in-house
consulting functions of the EPZA itself on the basns of its expenenca to daté the cost burden
to applicant industries could be lightened. '

Implementation of Joint Invesiment Campaigns between the Provincial Government of

Cavite and the Private Sector

The stimulation of investment within the province should be made a policy of the Cavite
Province., This is already the c¢ase in Cebu Province where overscas investment and tourist
promotion is carried out via the provincial government and a bﬁdgét is aﬂocafc_d to that end.
Also, active provision of information to the overseas media is pursued and creation of a
favorable environment promoted as far as possible in Cebu. CEPZ should adopt a similar
stance and metheds in collaboration with the Cavile Province, and undertake publicity
activities for the province while encouragihg the participation of the private sector at the

same time,
Followup Promotion for the Companies Responding to the Questionnaire Survey

By reviewing the questionnaire survey carried out on companies in the Philippines and in
Japan for the present study, followup promotion should be conducted to the companies
which expressed strong interest in overseas investment or particularly those interesting in
investment to the EPZs. Personal contacts can be carried out on the basis of the list which

gives many company names or responsible sections.



9

‘The Establishment of a Company Data Bank -

The registration of personnel currently in progress is to be extended to registration of
companies interested in doing business with EPZA registered companies such as through
supply of parts and materials, and also to companies eager to provide other services. This is
to be recorded in the EPZA Zone Offices, and-used for consulting to the factories operating

in the EPZs.
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65 Implementation Program and Schedule

As an operational model of the proposed action program, the implementation and schedule of the
program being carried out in Japan are illustrated hereunder. The program is planned on the
assumption of a period of 24 months for program implementation. The program is designed to be
accomplished by the seiting up of a collaboration network with external associate groups, preparation of
activities and carrying-out of marketing activities in the early part of the program period, so that
followup services can be proceeded with as early as possible. Figure 6-4-1 indicates the flow of
operations of the program and the mutual relations and links between the various aspects of the
program. Qutline of activitie steps are as follows: '

Step 1 Formation of Associate Group

Main activities at this stage are forming the collaboration network with external associate
groups inside and outside of the country to operate the Action Program. Main programs are

as follows:

- Establish In-house Service Center (including an Information Data Bank)
- Preparation of "Marketing"” Aids (pamphlet, efc.)

- Press Meeting

- Media Invitation Tour

- Contact with Associate Group

Step 2 Identification Activitics of Potential Investors

Main activities are promotion for associate organizations and marketing to individual

investors,

- Direct Mail Program

- Advertising Program

- Seminar/Group Meectings

- Identification of Local Partners

- Preparation of Information Data Bank
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Step 3

Step 4

Identification of Prospective Investors
To promote the formulation of investment projects throwgh effective consulting activities.
- Coordination and Arrangement of Investment Mission

- Group Meetings/J.V. Matching
- Individual Follow-up Services

= In-house Consulting

Followup and Assistance Activitics

To assist in making investment applications, as well as re-approaching to potential investors,

- Circulating Counseling

- Follow-up Operation -
- Monitoring
- Ia-house Consulting

Detailed work steps of the three main activities, namely, marketing activities, seminars and in-house

services of the Action Program are illustrated in Figure 6-4-2, and the work schedule for the foregoing

implementation program is shown in Figure 6-4-3.
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6-8

(1

{2

3

Budget for implemeantation of the Program

Provisional Budget for Direct Costs

The direct costs required for implementing the investment promotion program in Japan as
preseanted in Section 6-3 is estimated. The indicated sum is a provisional estimate; ‘A detailed
estimation will be needed once the concreie aspects of the sub-programs are defined for
implementation. Costs for BO! staff and operating expenses of BOT Iocal office are not included

in this estimation.

Dircet costs made up by following main items; advertising cost, preparation and printing cost of
pamphlets, direct mail and communication cost, invitation cost for media peoplc, outgoing and
incoming mission subsidics, transportation and trip expenses, and seminar holding expenses.
Total direct expenses is estimated at Yen 114,550,000, the breakdown of which is given in Table 6-
41, '

Computer Instaliation Cost
It is necessary that computers and other new office equipment be installed in the proposed
Information Center of the present action program. This will involve costs for hardware, software -
and installation of cquipment. As a rough estimate for such costs in the case of installation of two
work stations an estimate of between 2,500,000 to 3,000,000 Yen is given.

Fees for External Consuitanis

The employment of consultants is recommendable to support BOL staff, Man-month allocation

for consulting services, in case of 12 - 18 month coniract terms, are estimated as follows.

1) Experts(3 persons): total 24 man-months
2}  Assistant staff(4 persons): total 24 man-months

Assuming remuneration of Yen 2,400,000 man/month for experis, and Yen 1,200,000 for assistant
staft plus 10% provisions, the total consultant fees wili be at Yen 95,000,000,
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6-7  Alternative Program and Priority of Implementation

In the realization of the action program proposed in this report, need for special budgetary measures is
noted. Such measures require that certain administrative procedures be followed, and require time.

Nevertheless it is necessary to carry out investment promotion activities lcst the opportunities presented

by the increasing demand for investment in the Philippines be lost.
This section advocates an alternative program which is believed to be workable.

The foliowing four points are used as the basis for formulating the alternative the program so that

workable recommendations could be made.

]

2
3)

4)

Degree of priority for cach program (urgency)
Synergistic effect of each programs
Foreseeable extent of effects of the programs

Presently available resources

{1) Adverlising

1)

2)

Trade and Business Magazines as an Advertising Medium

A huge sum would be required if ordinary popular magazines were to be used as a medium
for promoting investment. But because there is a degree of urgency in attracting investment,
advertising must be used to interest investors in the Philippines and abroad. The reasonable
decision therefore is to make selective use of magazines as an advertising medium and place
ads in trade and business magazines as well as periodicals published by appropriate
organizations. In spite of relatively little expense is required to provide contributions or
place ads in these trade and business magazines and publications issued by
governmentrelated institutions, they can be expected to yield a certain amount of results.
Directories with detailed information of these publications can be readily examined at trade

and industrial promotion offices such as JETRO of any country.

Invitation of Journalists, Press Meetings

There is a particularly urgent need at this time to improve the image of the Philippines in the
minds of potential foreign investors. By the some means as the mass media have created an
exaggerated negative image of the Philippines, they can be used to correct that image,
While it is thought that a portion of the costs of accomplishing this car be borne by public
entities such as the ASEAN Center, it is of special importance that the government and
private sectors cooperate in this activity and show a unified, favorably-impressive approach.
PAL, the Philippines hotel industry and chamber of commerce and industry could
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2

3)

participate in these activities. Financiali:oét‘shari'ng by siich private-sectorgronps is to be -
vsed to invite foreign journalists to the Philippines. By also using press meetings to provide
a continuing flow of information to the media, it can be expected that coverage of the
Philippines that is favorable to the effort to attract investors would result.,

" Foliow-up and Marketing Activities

Marketing Activities Aimed at Companies that Responded to the Questionnaires

“Marketing activitics aimed at companies that replied to the questionnaires serit'to Philippiric

and Japanese companies as part of the present study are fecommended to be undertaken:
The methods to be used are direct mail, telephone contact and personal visits. The
addresses and key departments in these companies have been ascertainéd; and basic

_information on the companies’ policies and intentions regarding investment is in hand. In

addition to using this information for direct marketing to those companies, it is to be nsed in
planning and carrying out review of policies related to industrial site devélopment,

infrarcgional linkage and investment promotion.
Small-scale Seminars and Group Meetings

Seminars and meetings are to be held for specific regions, industrial categories, and
grouping of business according to scalé. Using chambers of commerce and industry,
industrial associations, finaucial institutions and the like as pa’r'tn’ér's will mean leaving the
decisions on venue, invitees, and date to the partner bodies. Identification of suitable
candidate partners can be done most early by working with representatives of such entities
in Manila, organizations such as JETRO and the BOI Country Desk staff.

For implementation of these activities, creation of a network that includes domestic and

foreign private-sector organizations is an urgent matter.

Investment Promotion Campaign Aimed at Expansion Projects by Foreign Cbinpanies Now
Operating in the Philippines

A promotion campaign to solicit new investment by foreign companies already operating in
the Philippines is recommended, Regularly scheduled meetings are to be held for members
of each country’s ciamber of commerce and industry having an office in Manila, or on an
industrial region-by-region basis. In addition, meotings with individual companies are to be
held. In order for this campaign to be effective, it will be necessary to make presentations

‘emphasizing newly added or improved incentives, s:mphfxcatloa of procedures, and

improved financial arrangements available.

6-30



()

Information Service Activities

1)

2)

Preparation of a Data Base with JETRO’s Corporation

Lists are to be preparcd of parts and materials suppliers in the Philippines and local
companies secking joi.nt venture pariners, and with groupings éccording to category of
industry. Cooperation of JETRO is to be sought, for sharing printing and some research
costs because JETRO undertakes regular studies of similar nature. The information and

printed materials thereby obtained are to be used inside and outside the Philippines.
Printing of Pémphlets with the Cooperation of Foreign Companies

Pamphlets are to be prepared by BOI, including the opinions and experience of foreign
companies presently active in the Philippines, taking up the investment environment in
particular. The names of these companies are to be printed in the pamphlets. These
companies will be asked to defray part of the printing cost because of the favorable publicity
they will receive. The pamphlets are to be prepared with the American, Japanese,

European and Taiwanese companies in Manila for the present.
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Table §-4-1 BUDGET FOR THE ACTION PROGRAM IN JAPAN
(DIRECT EXPENSES)
- 1) Media Publicily

1) Advert-is:i'ng Costs

—  Newspaper [5¢0ls X Stime_s _ ¥ 36,000, 000
| (Major) {Full Page) ‘
' Teols X Stimes 30, 000, 00D

(about hali page)
—  Magazine Full Page > 15times 15, 000, 000
(Nikkei Business, Toyo Keizai,
Weekly Diamond)
—~ Trade Publication - 3. beols X $limes 6, 300, 000
(Denpa Shinbun, Jidosha Shinbun,
Nikkei Electronics)

2) ;Prepaniion and Printing of Selling Aids

g) CGuideline for Polential Investros - 6§50, 000
{l0pages X3, 000copies)

) Profile of Specific Industry - 300, 000
( SpagesX1findusiriesx500copies)

c) Queslion and Answers 250, G609
(10pages <2, 000copies)

d)  laquiry Sheel , 40, 0840
{ 2pagesx3, 000copies)

¢) Management Guide Book 100, 800



{)

Communicalion

2)  Phone Call — Domestic (Phonc! Fzx)

~ Oversess (Phone, Fax, Telex, Mail)

b) MWail to Polential Investors
(Leallet/Inguiry Card : 3, 000
(Postal Charge)

Transportalion and Trip for Promolion

~3) Medit Tours

@250, 000 % 30peoples
{Transportation/Accomedation)

b} Outgoing/incoming Mission Subsidiary

@ 80, 000 xlSDpr'éo'pl'es'

¢y Transpertaiion in Japan
{in/other thsn Tokye area)

Seminar/Grovp Meeling ExpgnSes
(30 ~ iQtimes)

Miscetlaneous and Provisions
(596 of (2} ~ (5)}

T ot & |

¥ 1100, 000

360, 000

1, 500, 000

12, 000, 000

1, 558, 900
2,000, 000
1300, 001

¥ {14, 550, 000
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Figure §-3-2 1NQUIRY PROCBSSING IN BOI-JETRO

1 _
BOI, International J€-r-wssrooovommr oo oo
rm--m-monos » Promelion Center Sl et 1
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K |
v |
' ]
3 1 . - i
BO! Overseas Cenler Company or S
(Phitippines Embassy) f------1 Trade Associatien
)
v L
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Chapter7  ESSENTIAL MEASURES FOR PROMOTING INVESTMENT TO THE CEPZ
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(2

Basic Direction for Improving and Preparing Facllities and Systems

- Qutline of Necessary improvements and Preparation of Related Facilities and Systems

Proposals for action programs to promole foreign investment in the Philippines and attract
domestic and foreign investors to the EPZ are presented in Chapter 6. However, in order to
implement investment promotion activities on behalf of the CEPZ, improvements and
preparation in the facilities and systems of the CEPZ will be necessary in addition to above-
mentioned progréms. The present chapter is concerned with these improvement and preparation
proposals.

The proposed improvements and preparation can be roughly divided into the following

categories:

1) Improvemeni and reinforcements of the infrastructure related to the CEPZ and existing
conmumon service facilities in the CEPZ

2) Improvements in the systems and management aspects of the EPZ, together with creation of
the various facilities and systems whose installation or establishment inthe CEPZ is

considered desirable
3) Practices to be taken for promotion of the linkage of the CEPZ with surrcunding industries
Coordination Systemns for Pursuit of Reguired Actions

The Steering Commiites consisting of the following five members is presently functiosing as the
coordination board for the CEPZ development project, and is responsible for project
coordination as well as monitoring of the progress of projects concerning the development or
improvement of infrastructure and utility facilities related to the CEPZ.

- Assistant Secretary of DPWH

- Vice President of NPC

- Deputy Administrator for Engineering of MWSS
- First Vice President of PLDT

- Deputy Administrator of EPZA

7-1



The development or improvement of inlj’:lastruc'tu_re often involves issues which require political
decisions relating to national planning. 1t is therefore recommended to set up an "Inter Agency
Organization” to act as a superior body for project coordination which will be composed of higher
ranking officer (for example, coprdin_ati_ng by DT Secretary and Undersecretary for Industry and
Investments of DTI, DPWH Secretary, PEA Sécretary, Governor of Cavite Province, NEDA
Secretary of Department of Finance). There are other issues involved in the proposed measures
which will require decisions on the national level and the establishment of a similar coordination
system is recommended for handling these too.
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Improvements and Relnforcements of the Infrastructure Related to the CEPZ and

Existing Common Service Facilities in the CEPZ

1)

2)

Jmprovements of the infrastructure Related to the CEPZ

Undertaking of the Project for the Extension of the Strip of Coastal Road between Bacoor

. and Noveleta, and the Project for New Construction of the Noveleta-CEPZ Strip.

As is set forth in Annex 13 (1)-3) the existing strip of road between Metro Manila and the

CEPZ is narrow and congested, and because of a daily six hour restriction to passage of
heavy vehicles these are forced to make a detour. This state of affairs means that a one-way
journey from Manila harbor to the CEPZ takes 4 to 5 hours. This is the major factor
dampening enthusiasm of potential investors to the CEPZ. -

To ease this congestion, the implementation of a project for the extension of the Bacoor-

Noveleta strip of the coastal road and a project for the new construction of the Noveleta-
CEPZ strip of road is a vital and urgent issue. The Urban Road Project Qffice (URPQO) of
DPWH is currently examining the coastal road extension plan. According to comments
from the URPO, no funding source has been found as of March, 1990. Aiso, according to
documents provided by URPO, even if a funding source is found in 1990, the project could
not be completed before mid-1994, The Public Estates Authority (PEA) reports that there
is a plan for construction of the same strip by private firms on a BOT basis (build, operate
and transfer). However, so far no plans have been approved. Emergency measures for

materiakizing these plans are required.
Inprovement of Telecommunication Facilities and System

As mentioned in Annex 13 (1)-68), at present, there are 12 Long Distance Direct Dial lines
(1.DD} and 50 local lines installed in the CEPZ. The 12 LDD Lines are linked directly to
Manila by microwave. Further, the 50 local lines are linked to the Rosario telephone
exchange circuit. The number of lines, especially of LDD lines, is insufficient for the

mmber of zone enterprises served.

The switchboard of the Rosario telephone exchange-is an old type manufactured by the

German company Siemens. This only has a capacity for 950 terminals to which 1,123 lines

-are connected, so that there is no spare capacity available. The quality and capacity of

_ telecommunication facilities and systems must be improved.



3

4

Dispelling Uncertaintics of Power Supply - -

As is noted in the Appendix 13 Section (1)-5} there are few power cuts generally speaking
since the CEPZ is supplicd with electricity directly from the NPC, However, large
fluctuations in voltage occur often. The following can be given'as reasons for such

fluctuations:

a) - -There is a gap between the demand for electricity and power generated, or there is not
sufficient generating equipment to respond in times of peak demand

'b)  There is sufficient generating equipment but abxhty to meet the spcc1ﬁed standards for

generated electricity has deteriorated due to superannuation

With regard to supposition a} it was noted from a newspaper notification by the NPC calling
for cooperation in saving electricity that whereas the estimated generating capacity for an
average day in early September of 1988 was set at 3,120 MW the demand at peak time was
on the order of 2 880 MW so that the excess clectncity was only 240 MW reprcscntmg about

- 10%.

With regard to b), except for the Angat Aux hydroelectric power station completed in 1986,
the hydroelectric power station of Magat M.E. in 1984, and the geothermal power stations of
Calaca, other power stations are old ones constructed from 1960 to 1970. Some power sta-
tions were constructed in the 19405 and 1950s and even if regular maintenance has been

carried out it is likely that their generating capacities have deteriorated. -

The industrial development of the CALABAR area will mean that this situation will
become more of a problem, and will have a considerable influence on theé CEPZ. Unlike the
issue of roads which is a sectional problem as pointed in 1) above, this matter necessitates a

wider response involving the entire Luzon Grid.

Assurance of Water Supply

The estimated quantity of water to be consumed by the CEPZ at the final stage, Phase V,
will be 10,600 sq. m per day as pointed out in Appendn{ 13 Seciion (2) 4) This scale of
water supply needs to be guaranteed.

Even if the drilfing of deep wells is an adequate short-term expedient, in the long term it will

be necessary to consider some comprehensive water resource program which will include

use of the Laguna de Bay water.
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(3)

Temporary Measuras for infrastructure during Improvement Work Period

The above-mentioned countermeasures for infrastructure are absolutely necessary, but, in

addition it is desirable to implement the following temporary measures.

1)

2

Systems Support for the Diversification of Telecommunication Chanuels

As the operators of the CEPZ are export-oriented manufacturers, orders from foreign
buyers often come in via telephone, telex, or facsimile. Further, it is a world trend for
information on the design and specification of products to be exchanged via thesc channels.
Therefore, the demands of companies operating in the CEPZ for these services will
continue to grow and diversify. Looking at the private sector indusirial estates of the
CALABAR area one notes that these have all reached contracts with the PLDT and plan to

install microwave communication systems.

The Rosario telephone exchange office is pushing ahead with expansion works for new
switchboards to total 1,250 lines which are scheduled to be available by September, 1991, |
Until that time, however, telecommunication services will be poor. The installation of
microwave equipment, and arranging for use of portable telephones such as car phones is
recommended. Moreover, the possibility of authorizing communication services by the

private sector or even by the CEPZ administrative offices could be considered.
Support for the Introduction of Emergency Electric Generators to the Zone Enterprises

Many industrial estates in neighboring countries often provide support for the installation of
emergency or stand-by generators so that there is no anxiety about a stable supply of
electricity. Such an approach, given the current situation of electric supply in the
Philippines (examinedin Annex 13 (1)-5);especiallyinLuzon)isaneffective

countermeasure,

In the medium term, participation in the program for installation of power generation
capacity by the collaborative public-private efforts outlined in Annex 13 (1)-5)-c) is
considered the most effective line of action.

Reinforcement of the SFB

The development of linkage industries is one of the important tasks given to the CEPZ. In this

context, one possible line of measures is to accommodate in the SFB small and middle

manufacturers which produce the intermediate goods, parts and consumables to be supplied to

the Zone Enterprises of the CEPZ for their use; in other words, those engaged in indirect

exports. ‘At present, the six SFBs which are available in the CEPZ are all of a flat roof type
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because of bﬁdggt limitations. In other EPZs, with exception‘of part of the MEPZ, these arc all
three-story buildings. Further, the SFBs built in the CEPZ are crude buildings. It would be
necessary 1o éxaminé an expansion and upgrading of SFBs in the CEPZ.
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improvements in the Systems and Managem'eht Aspecis of the EPZ, together with the
- Various Facilities arid Services to be Considered for the CEPZ

Systems and Management Aspects to be improved

‘It would be important for the EPZA to improve both the services to be provided to the zone
‘enterprises, and the administration of the EPZs, The role of the EPZA would be to reducc any

difficulties which may be encountered by the zone enterprises relating directly to their activities

- for the import of raw materials, processing or export of products, and to provide a favorable

environment where they can devote their attention to their primary tasks.

There are a large number of improvements of systems and management aspects wlnch could be

“implemented by the DTI or EPZA.

1) Increase in CEPZ Personnel
Tt is necessary to carry out the assignment of EPZ personnel with due consideration given to
the size of the EPZ administered, scale of facilities, number of factories operating, number
of employees, etc. At present, the CEPZ personnel number ore-tenth of those of BEPZ. In
the case of CEPZ, as a future incréase is anticipated in the number of factories, the number
of personnel in charge of maintenance and service sections must be increased.

2) Simplification of Export and Import Procedures

The demand most commonly voiced by Zone Enterprises in relation to the simplification of
import and export procedures is improvement of mutual tie-up and coordination between
the agencies concerned.

In this sense consideration of the following points is recommended:

' .4)" Examine the possrblhty of reducing the number of origmal documents (8 copies) now

' reqmred for both export and jmport procedures

*.b) - Examine the possibility of reducing the number of signatures ncccssary for the export
and meort documcnts ' '

¢) Examine the possibility of unifying the Permit and Tally which are needed for export

authorizations
d) Unify the procedures reguired independently by the CB and EPZA
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3)

. Further, with regard to thc GTEB it is being studied whether an office can be sct up inside

the EPZ, It is recommended to do this, to make it possible for the procedures to be cartied
out in the individual EPZ, '

Closer Communication with the zone eaferprises

In order for there to be understanding of the problems which are faced by the zone

_ enterpriscs and the solutions which they adopt to solve them, it is necessary to have a venue

. for regular contact and dialogue. Assignment of a counselor to handle consultations with

the zone enterprises is necessary, Meelings between the zong enterprises répresentatives
and the EPZ management have taken place in cach EPZ on an-as-needed basis but at
present such meetings have become a simple formality. A reason for this is that although the
zone caterprises took the tronble to pinpoeint problems these were rarcly taken up by the
EPZA head office and very few were tackied. This resulted in a certain despondency among

zone enterprises, which was expressed in interviews,

Besides, the creation of a venue for communication between zone enterprises and the

. Cavite provincial government within the EPZA would be an effective means of unifying the
CEPZ and surrounding area. Not only parties and contests, but also the exchange of

: opiuid_ns with the outside industrial community (industrial associations, the tenant

associations of other indusirial estates, etc.) and invitations to experts in technical and

managerial fields to participate in seminars, etc. would be effective measures,

Facilities, Systems and Services whose Installation orProvision inthe CEPZis

)

Considered Desirable

Examination of Joint Construction of Residential Facilities

With regard to residential facilities there is a prevalent view that if there is & demand the
private developers will cope. However, such construction tends to be biased toward luxury
housing for foreign managers. Ip the future as development of not only the CEPZ but also
of private industrial estates progresses in the Cavite Province it is foreseeable that the
problem of residential facilities for the estate personnel will arise. - It is therefore necessary
for the EPZA in conjunction with the Cavite provincial government to consider approaches
to residence construction. One possible strategy is for the EPZA to supply the sites, and to
construct facilities jointly with the zone enterprises. Another idea is for construction to
take place in collaboration with the HUDCC (Housing and Urban Development
Coordinating Council).

Another idea is to promote house ownership by the employees by infmduc'mg a scheme for

financing house loans at low interest. The Unified Home Lending Program has a special
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‘housing loan program at a low interest rate 6% per annum for middle and low income

bracket groups. In 1988 it achicved the loan of a total of 139 million pesos for 1,540 homes.
Installation of Technical Training Facilities

It is expected that due to geographical conditions the CEPZ will be the key EPZ regarding
electrical products, machinery and antomobile parts. The instaliation of facilities aiming to
upgrade the level of the work force and engineers will act as an incentive to potential

investors.

The 80 sccondary schools of the Cavite Province (4 year system) had 70,147 pupils in
1987/88, 17,537 one-fourth of these graduated in the same year. These graduates are

considered to be a sufficient labor supply of general workers for the above production.

The number of uhivé'rsity graduates in 1987/88 for the combined area of NCR and Region
1V was 59,211 of which it is calculated that 7,995 were graduates of technical faculties. The

~ hiring of university graduates is not éxpected to encounter any problems.

The problem exists in the supply of the middle range, that is of middle class technicians.
Since the CEPZ is expected to host zone enterprises in the above mentioned advanced

technology sectors it is thought that vacancies for intermediate level technicians will

‘increase. It is estimated that these will represent 10% of the total estimated work force

which is 34,500 so that about 3,500 posts will need to be filled.

According to data issued by the Dept. of Educatior, Culture and Sports there are some 865
Technical and Vocational Colleges in the Philippines which are equivalent to their Japanese
counterparts. These colleges in the Philippines have a total student population of
approximately 257,000 representing only one-fifth of the university student population
(approximately 1,204,000). This is not sufficient to meet demand.

The graduates of technical and vocational colleges in 1987/88 for Region IV numbered 1,831
of which 1,350 were graduates in technical subjects. This represents a large insufficiency in

absolute terms.
Note: 1/ * Loan Amount Loan Interest
less than 60,000 peéos 6% p.a.
61,000-90,000 9
91,000-120,000 122
1231,000-180,000 152
181,000-250,000 162



3)

4)

The Cavite Provincial Government will need to respond to this gap in demand and supply.
At present 10 secondary schools in the prdvince have instituted 40 courses in technical and
vocational subjects. Moreover, the Cavite East Technical High School has been set up in
Imus City (with 20 classrooms) and education in industrial technology, technical studies,
industrial management is planned. In addition the existing three secondary schools have a

plan to open 24 technical courses in the near future.

It is necessary for the EPZA to consider the installation of technical training facilities for
intermediate level technicians, while considering the maximum utilization of the existing and

new education facilities of the Cavite Province,
Measures for the Sin_ail and Medium Companies -

As the number of small- and medium-scale factories located in the CEPZ is expected to
increase in the future, it is necessary (o examine an expansion of the SFB and the joint use of
warehouses in response. Further, the EPZA must provide a financial assistance system such

as the provision of a solidarity guarantee to enable them to borrow institutional loans

- available, including the loan provided by the Export Indusiry Medernization Program

(EIMP) which the Technology and Livelihood Resource Center (TLRC) implements to

. provide soft project loans under the OECF loan umbrella for.small and medium gntcrprises

which are engaged in export oriented manufacturing of non-traditional exports. (At present,
as the land is on lease for EPZ zone enterprises it is difficult for them to obtain loans from

{inancial institutions due to their disadvantageous collateral position.) -
Reinforcement of the Personnel Recruitment Functions

The -"Study on the Cavite EPZ" by the EPZA anticipates the re,crpitment of a total of 34,500
employees over the five year period from 1991. At present recruitment of personnel in the
CEPZ is carried out on a company to company basis. For any vacancy there are On average
10 applicants and this has resulted in a sense of optimism as to récruiting in the EPZA.
However, hereafter as private industrial estates increasingly enter into competition in the
CALABAR area it is quite possihle that there will not only be a struggle to attract investors

but also in personnel recruitment,

It is recommended that the EPZA work together with the Cavite provincial government to
have functions to evaluate the aptness of candidates to their work tasks, provide vocational
training and introduce those personnel to coﬁxpanies. Hercafter such functions may be
required mere for engineers or senior staff rather than labor. This trend is indicated by

interviews with zone enterprises and also current trends in Thailand and Malaysia.



)

Promotion of the Common Service Facilitics Project on a Commercial Base
It is proposed that investment from the private sector be encouraged for the operation of the
following common service facility projects on a commercial base. These will help to

reinforce the merits of the CEPZ.

a) Laboratory for analysis and testing of product quality of raw materials, intcrmediates
and finished parts, on a fee basis,

b) Maintenance Center to service machinery and equipment.

¢) . Packaging Center for handling export shipments of CEPZ products (including some

production of packaging matérials).
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Practices to Encourage Links between the CEPZ and Nearby Industries

Practices to Encourage Linkages

As is noted in Chapter 2, Section 2-2 (3), an important issue in the Philippines is te promote the
local production of the parts, intermediate goods and packaging materials which are used directly
and indirectly in the final production of finished goods. -Incréase in the domestic production of
these, as long as it is economically feasible, will further the import substitution process and
eventually lead to the developmient of basic heavy and chemical industries in the Philippines.
However, the small- and medium-scale industries which are mainly in charge of processing in
these sectors operate old machines that have greatly-deteriorated precision, and the inventories
arc weak in processing capacity and technology as well as financial capacity. This results in a loss
of competitiveness in product quality aad price, and poor reliability for deliveries. ‘Thus the
assembly manufacturers who are the main buyers of these goods at present prefer to rely on

imports of these parts and intermediate goods.

The development of linkage industries is a central, vital issue for the industrial development of
the Philippines generally. As a first step in this direction it is proposed that practices to promote
linkages between the CEPZ and the surrounding industries be adopted. This would also serve as

a model case,
The CEPZ has the following merits as a base for the promotion of such linkages;

a) The NCR, and Regions IIT and IV have the large-scale potential market in regard to
both supply and demand, because 75-80% of the factories in the manufacturing sector
of the Philippines are concentrated in these regions.

b) Since the CEPZ is expected to serve as a contact channel with external markets, the
surrounding industries have opportunities to tap export channels throngh CEPZ so that
they can expand their business activities even in the Iimitations of the domestic market
and in turn enhance their production facilities. Even if in the early stage access to
foreign markets is only via indirect export of parts assembled into finished producis for
expori, if the superior quality of these parts is recognized then export directly to

overseas markets will be possible.

¢) The location of the CEPZ which is close to the MIRDC (Metals Industry Research and
Development Center) and engineering universities makes for easy access to technical
guidance and renders entrusting of research convenient. It also makes it possible to
use valuable technical information accumulated in these organizations and universities

from domestic and foreign sources.



d) Most companies that locate in the CEPZ will be engaged in such high-technology ficlds
as antomobiles, clectrical machinery, and electronic machinery,. Parts, intermediate

_ goods, and packaging materials of an international standard are therefore in demand
and this is expected to have an upgrading influence on the technical levels of

surrounding industries throngh transfer of technology.

The following proposals are made in connection with the practices to promote linkages.

. 1) Incentives to Indirect Export

2)

At present, the zone enterprises in the EPZ are permiited to supply products to the

. domestic market to the exfcnt of up to 30% of production in the EPZ, but the supply to

large assemblers and processors (mostly located outside the EPZ) who do some exporting -
that is, supply of "indirect exports" - is treated as exports. In order to attract foreiga

_companies to the CEPZ, if those companies are made aware of the treatment of these

indirect exports, and encouraged to make use of this condition, it will have the effect of
promoting import substitution and improving the quality of the finished products that
incorporate those parts.

Development of Smounding Industries

By supplying parts, intermediaie goods and packaging materials to the foreign zone

. enterprises which have possibilities for backward linkages - such as automobile parts,

precision machinery, etc. - the capacities of the surrounding industries in terms of quantifies,
pricing and quality will be developed. Methods for furthering such development are as

. follows:

a) Facilitation of EIMP loan and other financial support systems for the acquisition
(import) of machinery by the surrounding industries for the modernization of facilities.

Also the exemption of import duties on imported processing equipment.

.b)  Technical guiﬂancc of modern processing technology available from domestic and

foreign sources, including technical guidance for production and product quality

confrol.

¢) Exemption from import duties for the raw materials which are imported for processing

(by refunding customs duties) or improving competitiveness for raw materials by the

introduction of a joint purchase scheme system. -

d)  Awards for excelleace to superior parts manufacturers



Further, another useful method for developing the industries is to ateract local industries to
the SFB inside the CEPZ by eslablishing an mspecnon system for finishéd products which

can serve their needs,
3) Establishment of Intermediary Agency for Subcontractual Processing

It is anticipated that there will be zone enterprises among the factories opsréting in the
CEPZ. which are seeking subcontractual processors or suppliers for parts, intermediate
goods and packaging materials. On the other hand, there are companies in the surrounding
area wishing to supply their products to the zone enterprises of the CEPZ. According to the
quéstionnaire survey on the Philippine companies, Annex 9, about 30% of the companies
that answered were interested in supplying parts.

It is thought tbat the EPZA could eﬁcouragc further linkages between these two groups if it
establishes an office to act as intermediary. In addition to such intermediary functions the
‘office established could be in charge of:

a} Technical and managerial advice to the surrounding industries
b) Tie-ups with technical universities and training centers for technical instruction

¢) Expositions and sample fairs; arrangements for joint purchase Jomt productlon and

joint sales for the small and medium manufaclurcrs

4) Technical Guidance to Upgrade Product Quality of Domestic Manufacturers Involved in
Subconrtractual Processing

The Bureau of Product Standards of the DT, with the cooperation of the DOST, is
proceeding with the preparation for implementation of the national standardization and
industrial product quality improvement program. JICA conducted a master plau study of
this program in 1989, and submitted the study report to the DTI in January, 1990 (refer to
"The Study Report on the National Standardization and Industrial Quality Improvement
Program in the Republic of the Philippines"; January, 1990 - JICA). 1t is necessary to carry
out technical guidance for upgrading the product quality of the domestic subcontracting
manufacturers in conjunction with the BPS and DOST. '

(2} Typical liems of Paris Manufacturing to be induced to the CEPZ

The parts manufacturing industries are the représentative area in which thé linkages can be
developed between the factories operating in the CEPZ and the surrounding industries, The



- following represent the typical industries in this area,

1)

2

Common Parts Manufacturing

In the machinery manufacturing industries such parts as screws, bearings, bolts, nuts,

. hydraulic machine parts, etc. and various components assembled from parts are used in a

. variety of machinery such as precision machinery, construction equipment, transportation

machinery and electrical machinery. ‘There are also accessories such as buttons, fasteners
and lace parts for garments. Generally these common parts are supplied to the
manufacturers of finished products operating outside of the EPZs in the Philippines. Hence
foreign affiliatcs- manufaciuring these parts usually focate factorics outside of the EPZ, and
it may contribute to a transfer of technology to the local industries. However, another
effective way is {0 encourage the location of the parts manufacturers in the CEPZ, so that
these parts can be used by other manufacturers located in the CEPD. For example, it may
be effective to encourage the lot.::ati_on in the CEPZ of the faciories manufacturing buttons,
fasteners and other parts for garments to be used by garment factories located in the CEPZ,
The garments thus manufactured at these garment factories located in the CEPZ are for

. export, and so the use of the foregoing parts would result in an increase in the value added

in garment exports.

Parts Manufacturing for the Large Assembly and Processing Manufacturers

*. Zone enterprises.can supply 30% of production in the zone to the domestic market.

3)

Therefore, parts makers are reluctant to enter the domestic market independently, because

. of the.small scale of that market; By attracting to the EPZ parts makers that supply

assemblers, finished products will be shipped overseas as indirect exports, and the
Philippines will score a significant gain in the value added of exports.

Parts Manufacturing to Meet International Division of Production of Large Assembly

Manufacturers

The for_m of systems for international division of production which are planned or
implemented by the large assembly manufacturers varies, depending on industries. For
example, in the case of domestic electric appliances the specific models of appliances, even

e .thqse;bclonging to the same categories, differ to meet the income level of consumers in the
-farget markets. This particularity limits infernational division of production for parts, and

_ the international division of production currently prevailing in this industry is mainly in the

- form of mutval complementary trade of appliances manufactured at factories which large

assembly manufacturers established as their affifiates in several overseas couniries. Among
the parts to be used for the domestic electric appliances, there are some items of parts for
which local manufactoring can be promoted to supply to the large electric appliance



(3)

manufacturers in the Philippines. In such case, however, as the parts manufactured will be
destined mainly for the domestic market, as discussed in 2) above, the present restriction of
domestic supply set for the EPZ products will discourage the location of such parts

manufacturing in the EPZ,

In the case of antomobile industry, international division of production is pursued in the
form of international ekchangé of parts'and components commonly manufactured in several
overseas countries. The policy for local content production in the Philippinesis in principle
to allow the import of necessary parts by the automobile manufacturers to the exient that
they have earned foreign exchange by their counter-exports. It séems that the location in the
CEPZ of the parts manufacturing factories may be more beneficial to the large assembly
manufacturers which are pursuing international division of production for parts and

components, as represented by the astomobile manufacturers.
4) Manufacturing of Parts Having Backward Linkages

The promotion of subcontract manufacturing of parts for local industries should be initiated
by giving priority to such items as metal parts which have exiensive backward linkages.

Steps of Development of Linkage Industries

The first step in the development of linkages is to make arrangements for the CEPZ Zone
Enterprises which are engaged mainly in the manufacturing of finished products by assembly and
iocal manufacturers of parts so as to have opportunities to recognize cach other. The DTI,
EPZA or an inlermediary office to be set up by EPZA as proposed earlier could act as
intermediary between the above two groups. '

The local manufacturers, after examining the conditions indicated by the Zone Faterprises such
as specifications, pricing and delivery, would make efforts to undertake the production of parts,
including acquisition of equipment and techrology, improvement of quality control, financial
arrangement for raw materials, etc. The DTI and EPZA would have to provide consulting
services to these manufacturers for preparation and setups. This function plays an important role

to promote linkage industries. The major dutics and functions involved are outlined in (1)-2.

The undertaking of parts manufacturing should initially give priority to individually used simple
parts or commonly used parts, which have possibility to promote backward linkages, and then
move on Lo embrace the manufacturing of sophisticated paits and assembling of component units,
A similar situation is anticipated to prevail in other sectors excluding the packaging sector and

the effect of the development will extend to other EPZs and eventually over the country,

7=-16
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ANNEX 1 PRESENT SITUATION AND TRENDS OF THE INDUSTRIAL SITES IN THE NCR

AND ENVIRONS

thn conmdenng the dcmand for mdustnal sites in CFPZ 1t is 1mportant to look at the situation and

trends in the NCR and surroundmg arca, In addition to examining the trends for sites in the
CALABAR area (where the CEPZ is) comprising the provinces of Cavite, Laguna, Batangas and Rizal
we shall also look at the three states of Bulacan, Panpanga and Bataan which border the NCR on the

north,

We shall examine the investment trends in the above area for export-oriented manufacturing industries
which are companies that have registered with the BOI over the last five-years (1984-1989).

(1)

@

Cﬁgnges in the Number of Investments

This follows the same pattern as that for the whole of the Philippines. Tt is apparent from Table
Al-1that after the steady reduction in investment cases in the 1980s which touched a low point in
1986 thore was a rapid turnabout towards renewed activity after 1986, Rapid growth in
investments was achieved in 1987 in Rizal, which borders the NCR region on the east side,

Bulacan boxdermg to the north, Laguna on the south cast. These were followed by Cavite on the

_ south west, Panpanga on the north west, Durmg this perlod the number of investments in Bataan

7 Provmce mcrcascd by one investment only.

The lmportancc Crf the trunk roads to the growth in investment in thc above provinces

.- surroundmg the Manila area can not be 1gnored On thc cast side the Mamla East Road heads

towards Rizal provmcc passmg through Bulacan provmce while the North Super nghway
extends towards the north, and the South Super Highway rons southward to the center of Luzon

_' istand passmg through Laguna province and running parailel with the National Highway No.1.
All of these roads act as access roads linking Manila harbor and NAIA to the industrial sites.

The connection becomes clearer after perusal of the data for individuat niunicipaiities for the
number of investments, All of the cities which have more than 10 investment cases are served by
one of the above trunk roads, as can be seen from Table A1-2.

Types of P_rdjeét
As can'bt_‘; séen_ from Table Al1-3, 64% of the total 295 projects a.re,, catagoriied as new
investments while 36% are expansion projects. This shows that a movement of industry towards

the areas surroundmg the NCR had begun before the Phlhppmc Government declared its policy

of mdustnal dlspersmn to the provmmal reglons

Al-1
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Investment Situation by Industrial Sector

Table A1-4 indicates the situation for investments by industrial sécfor.:: ln 'o'_rc!i_ef f)f importance the
"traditional” industries are represented by garments which accounts for 21%, sundries 18%,
textiles 13%, wood processing and furniture 7%. However, the "non-traditional” sectors of
machinery and metal processing, cloctricals, chemicats, automobllc parts, plastlc processmg,

'packagmg materlals eté. account for one- thlrd of the total.

1t is significant that there is considerablc investment in the advanced =ti‘;c'}'u'ac')lwc:)g'y sectors of

electric and electronic goods, automobile parts, machinery and metal processing in Rizal and

Laguna provinces,

We also investigated the Pioneer Status of the industrial ficlds as another parameter. We found
there are nine such cases registered in Rizal (electric devices 7, machinery and metal processing
2), 7 in Laguna (3 for electric devices, 2 for chemicals, 1 each for machinery and metal processing

and automobile parts), 3 in Batangas (all machmcry and metat processmg) and 1 in Cavite

- (chcmlcals)

" Scale of Projects

As can be seen from Table Al-5, of the 287 pfbjécts which have give.:i notification of project costs
some 55% of the companies have reported less than 10 million Pesos, and approximately 35% less
than 100 million, so that nearly 90% of all projects are on a sinall investment scale. Lobkiﬁg at
the 29 projects which are on a scale over 100 million Pesos there is an overwhelming
concentration of 17 sites in the Laguna. This is followed f)y Rizal with 5 sites, Bulacan with 3,
Batangas with 2, Cavite and Panpanga with 1 each. In terms of industrial sector there are 9 in the
garments and textile sector, 5 in autorobile parts (all wire harness productioh), 3in electronic
devices (hard and floppy disk drives and IC), 2 in chemicals, and one p!‘O_];BCt concerned with
printing paper, Such large scale investment is a breakthrough except in sewing and textiles where
cconomies of scale are fundamental. ' '

Mational Origin of Investors

With regard to the 256 cases where origin of the investor party is clarified (refer to Table Al-6)
indications are given for the principal investing country (including 100% equity investments) and
the secondary investing country (inside parcntheses). Japan is by far the main investor after the
Philippines itself, and is followed by Taiwan, the USA, and the Common Market countties.

Considered in conjunction with section (3) Investment Situation by Industrial Sector, we note that
while Japanese investment focuses on automobile parts, electricals and electronics, and
machinery and metal processing sectors, investment from Taiwan, the People’s Republic of China
and India is concentrated in the textile and garments related areas,



Table Al-1 PROVINCE-WISE TREND OF INVESTMENTS BY
EXPORT ORIENTED MANUFACTURERS
(1984-1989 Jan, /June)

. Unit: Number
1934 1985 1986 1987 1988 1989
' 0 {lan <June)

Cavilte : .3 3 3 4 12 9
Laguna B 1 A 3 15 21 24
Batangas - - - i [} b
Rizal -6 2 § 11 A 30
Bulacan 32 1 25 24
Panpanga .. — - i 5 4 2
Bataan - - - - i -
Tol.al 13 9 14 61 143 45
Source: BOI
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Tahle Al-2 MUNIC!PAL]TY-W(SE NUMBER - OF INVESTMENTS -
(1684-1088 fan, /June)

Unit: Number

Province Municipality Number of Province Municipalitly Number of
Investments Investmenls
Cavite Carmons 11 Rizal Taylay 28
Dasmarinas 4 Cainta : 26
[mus 3 Antipole ' 20
Trece Martiles 2 Angono 5
Silang 2 Binagonan ]
Bacaor 2 Rodorigues - 3
Other 5 Cities/Towns q San Mateo 2
Other 3 Cities/Towns 3
Laguna Calamba on Bulacan Marilao 1 12
San Pedro g Meycavavan 12
Canlubang g Guiguinto : 1
Cabuyao 1 Sta. Maris b
Binan b Velenzyela 4
San Pable ? Del Monte 4
Sta. Rosa ? Matints _ 4
Calavan _ 2 Mololos 4
Other 8 Cities/Towns 1 Bocaue 3
Other 12 Cities/Towns 18
Batsngas Santo Tomas § Panpanga Angeles 3
Bauvan 4 San Fernande 2
Qther § Cities/Towns 4 Gther 5 Cities/Towns 1
Bataan Orani l
Source: BOI
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Table Al1-3 PROJECT TYPES OF INVESTMENTS
(19841989 Fan, /lune)

Unit: Number, %

New Ezpansion Total
Cavite 3 13 34
Lagﬁna- 39 33 12
Batangas ] ? ;4
"Rizai §1 21 88
Bulzcan 1% ' 25 14
Panpanga 8 4 12
Bataan 1 - 1
Total 188 107 255
(Share) {63. 7) (36. 3) {180. 0)

Source: BOI
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Table Al-% SEZE OF PROJECT COST
(1984-1989 Jan. /lune)

Unit: Number, %

less Lhan 10 10 to 99 100 te 999 More:than 1,000  Total

Thoussnd Peso  Thousand Peso  Thousand Peso  Thousand Peso

Cavite 22é i1 ! o 3
Laguna 21 | 24 {7 - 64
Balangas | 8 4 2 | o~ 14
Rital 5_2:'- 78 3 . 85
Bulscan 42_'; 1 3 - 1
Panpanga ? 4 i — 1%
B.alaan-j Lo ﬁ l - - i
Total i 158 150 0 2 281
(Share) = (55. 1) (34. §) (3, 4) () (100, 0)

Noete :Among 295 tjolak projects, project cost figures are not shown for § projects,
Sevrce: BOI ™
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ANNEX2 . . (}UTLINE OF THE MAJOR INDUSTRIAL SECTORS

There is a trend for an increase in the export value of the export manufacturing industries, However, as
this is accompanied by an increase in imports of intermediate goods and producer goods there is not a
great contribution to the growth in value added. Therefore, an essential task is to further the growth of
the intermediate goods sectors (processed goods) which are industries related to the latter sector, The
following represents an outline of the major industrial sectors focusing on the export manufacturing

industries.
(1) Electrical and Electronics Industries

The basic divisions in this area of Philippine industry consist of the electronics, semiconductor,
computer, software service and industrial electronic device sectors. The electrical machinery
sector is largely concentrated in either private use electrical devices (home appliances) or in
electrical machinery for industrial use. On the basis of actual achievements for 1987, the electric
. .and electronic industry exports accounts for 20% of the total export value, and so it represents
- the largest share of exports of the export manufacturing industries. However, as 97% of these
exports are of semi-conductors the exports for private sector and industrial vse electrical
appliances are very small. The following analysis concentrates on private sector electrical

appliances and semiconductors.
1) Electrical Appliances for Private Sector Use -

- Major products. of the clectrical and electronics industries include domestic appliances. The

_ -majority of these are for the domestic market. However, because of the immature
- development of the market, demand is concentraied around the metropolitan Manila area.
“Looking at scale. of domestic demand in 1987 of the important items, we note levels of
broduction of:180,000 for televisions (both color and black and white models), for 170,000
for refrigerators and 80,000 for washing machines. As the level of regional electrification is
low and the majority of citizens have low purchasing power because of low incomes the
diffusion rate of domestic appliances is stiil at a low level. This is in sharp contrast to the

sitnation in Thailand,

- An international sharing of production is being forced upon member countries of the
ASEAN group by foreign affiliates given the policies for increasing local content which

.- prevail. . Looking at the example of washing machines, while large-type models are
- predominant in the Philippines where large families prevail, the majority of production in
Thailand and Indonesia is for small type models. This means that whereas the large models
are produced domestically, the small models are assembled using imported parts. The

domestic appliance manufacturers carefully consider market and cost conditions in cach of

A2-1
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the ASEAN countries and are adopting a policy of international sharing of production, =+~

With regard to the supply of parts if one takes the example of a Japanese affiliate

- manufacturer of electric appliances located in the Philippine, this is largely limited to a

certain amount of metal press parts supplied by local companies, while in-house production

- for plastic molded parts is high, In casc of molds, orders made to local suppliers are limited

to those parts which are low in precision.” Précision molds and molds for latge plastic parts-
are either met by in-house prodnctionor imporied from the NIEs, Foreign affiliates in the'
domestic electric appliances sectors have difficulties in securing parts supplies given the
current policies for increasing the local content but there are recent examples of foreign

affiliates exchanging their produced parts each other. -
Semiconductors

Semiconductor industries in the Philippines are owned by American or local interests, The

former are multinational affiliates. The latter produce for foreigh companies on a

consignment basis. Since the production of semiconductors involves a'process chain from
import of unfinished goods then assembly and finally re-export, it is desirable that there be
conditions for smooth import and-export. The EPZ provides such conditions and there are

at present three such companies tenanted in the EPZ.

Production processing for semiconductors is divided into the five processes of masking,
crystal pulling, wafer thinning, assembly ‘and inspection. The first three processes aré called
the former processes and the last two processes the latter processes. Production in the
Philippines is largely concentrated on the labor-intensive latter processes.. The domestic
value added between 1976 and 1983 was set at a fixed level around 35 to 40% (see Table A2-
1}. This figure underlines the fact that emphasis was on tﬁc latter processes. Itisa
particularity of the semiconductor sector that the technically éophisticated and complex
former processes should be concentrated in other countries while the latter processes are
carried out in the Philippines. '

Garment industries

The garment industry in the Philippines is divided into that for domestic and that for export

markets. Domestic orientated fabricated textile industries (upstream) operate at high costs and

produce low quality, because of the protectionist policies of the government. This means in turn

‘that the downstream garment items are also high-cost and low-quality. Further, as the garment

industry for the domestic market exists in a protectionist cnvironment and'a certain profit margin

is assured in the market, there is little competitiveness of items with imports and no eagerness to

export.
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A particularity of exports of the export garment industry export is that it works on a consignment
basis which takes advantage of the relative merit of cheap labor. Production is carried out

- according to the specifications of the overseas buyers. The majority of manufacturers are middle
- and small in'size and joint endeavors are common as a survival strategy. The joint purchase of

equipment and investor goods, pattern making using CAD systems, and joint undertakings for

- cutting operations are representative exaiples.

The domestic value added rate is said to be around 30%. The prodiction of buttons, fasteners,
accessories efc. is looked on as a means of slightly increasing the value added in the future,
Linkages between the downstream industrial sectors will contribute to the developmént of the
clothing industries. The majority of exported products are of a medinm to low quality and are

- mostly aimed at low income groups of the foreign markets. Multilateral agreements determine
- the import quotas. Table A2-2 shows the extent quotas for Philippine clothing items are fulfilled

in markets of the advaaced countries. There is, generally speaking, a high level of fulfilkment in

* the case of childrea’s clothes, coats, shirts and vnderwear. However, in the case of brocade

underwear and blouses, and swim wear, which have a high value ddded, the rate of fulfillment is
low. It is desirable that more attention be given to areas of high value added in the future.

- Furniture Industries

+90% of furniture products are directed 10 the domestic market and use materials, board or

plywood sheets of lauan or oak wood as raw materials. The remaining 10% are rattan furniture
‘products. 70% of exporis are rattan products while the remaining 30% are furniture products

- using other woods.

The majority of rattan furniture manufacturers are of small or medium size. In the case of

* furniture production specifications are decided with European and American buyers, while

technical guidance is given by Japanese manufacturers, soihat generally product guality

. awareness is high,

The share of furniture exports in the total export value is very small at 2%. Further; since rattan
furniture forms the main export product but is dependent on rattan from Malaysia, Vietnam and

- neighboring countries; it is assumed that there are limits to export expansion. Further, with regard

to furniture products from other woods, fears concerning stable supply exist since limits on felling

of raw lumber, with the aim of protecting forest resources, is anticipated. However; in contrast to
rattan products which deépend onimports there is still some room for increasing the value added
through processing techhology. The fargest task involved in upgrading the quality of wood
furniture products is the prevention of dimensional changes which accompany the curing,
especially since kiln dryers are insufficient. Cottage-industry furniture maker use natural drying,
However, there is a trend to cooperative use of kiln dryers and also examples of commissioning of
work to large scale companies on a basis of renting kilns when the owners do not need them.
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At present, the share of furniture components is extremely small among total exports. . However,

. since an increase in both domestic and overseas demand for assembly/processed furniture is

expected to arise, important tasks exist, They include the introduction of a subcontracting system

. torespond to the needs of mass production and under adoption of the metal fittings for

assembling. It is necessary to undertake areorganization offegional industry to include the
cstablishment of export targets and the introduction of processing technology from abroad which
is in line with these largets, '

Food Industries

The fdod industries were the largest manufacturing sector in 1988 accounting for 10,1% of the

. GDP and 40.1% of total manufacturing industrics, However, food processing products

accounted for only 5% of the fotal export value. The majority of processed foods were destined
for the domestic market as shown in Table A2-4 while exports were largely of processed [ruit

products or processed marine products.

In the processed fruit sector a large component is taken up by canred pineapple, concentrated
pineapple juice, and pineapple juice. Banana chips among processed banana products have
shown extremely vigorous growth in recent years. The major companies in these sectors include
the two American-affiliate bompam'as Dole and Del Monte, For pineapple cunltivation the area
controlled by the two companies accouats for half of the total surface area for pincapple

: cui_tiv_ation (60,000 hectares). These undertake an integrated production from cultivation to

export. In contrast to this, the middle and small manufacturers carry out raw material supplies or
processing either on a cultivation contract basis or through brokers. There are also
manufacturers who supply the large entrepreancurs with raw materials on a contractual basis. In
order to realize diversification of fruit processed products in-the future a hopefnl possibility is the

cultivation of seed crops for export using the commissioned cultivation system. - -

The major marine processed products include canned and frozen tuna, frozen shrimp and squid,
and processed marine sea products. 70% of the canned tuna products are destined to-America
and West Germany, while 70% of the frozen products are sent to Japan. .In recent years, the

exports of shrimp have also been excellent, In particular, shrimp farming has shown an increase.

_The large black tiger variety has been farmed in large quantities. The largest national beer and

food manufacturer, San Miguel has set up culturing ponds and a refrigerating plani-on Negros
Island with the technical cooperation of a Taiwan company and is carrying out operations for

comimissioned production with cuiture centers..



Table A2-1  EXPORTS OF SEMI-CONDUCTOR AND LOCAL PORTION OF VALUE ADDED

Unit: Thousand US$

Exporls  Imporis  Valuwe Added (VA} Percentage of VA (9]

1976 10 93, 187 23, 231 EY)
1911 104, 301 64, 324 39, 911 38
1978 185, 883 123, 493 63, 385 35
1979 JI1, 804 117,822 133, 982 43
1980 553, 613 347, 187 208, 426 38
1981 . 729,542 439,009 299, 535 i
1982 868,127 511,958 356, 169 {1
1383 §25. 190 543, 368 281, 322 : H
Source: . “The Semi-Conductor Industry as Foreign Exchange Earner”

CB Review Feb., 1985
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Table A2-2 THE RATIO OF GARMENT EXPORT TO TMPORT -
QUOTA IN INDUSTREAL COUNTRY (1985)

Units Million USS

Quol"a - Ex'porl Ratio (%)

U, . & .. _

Over 75% 255" 139.4 - 93. 8

50~15% 148. 0 8.3 59. 0

Betow 509% 283. 1 2.1 221

Sub-lotal 686.°8 3180, 4 - 56. 7
Canads

Over 15% 14. % 16,0 109. 6

50~T159% 17. 2 10,1 58. 1

Below 509 i5.1 L 344

Sub-tolal 5. 9 313 86,1
Source: Garmeni and Texlile Exporl Board

A2-6



Table A2-3 EXPORT TREND OF FURNITURE

Unit: Miflion USS

1984 1885 1986 1981 1988

Rallan Furniluvre . 60, 233 59,181 62, 531 b4, 812 135, 201
Wood Furniture 5780 5801 6578 10,600 17,541
Parls of Purniture 4,433 3,733 3,505 L8416 120
Bamboo Furniture 617 - 621 859 81 1,33
Furnishing, 725 110 142 236 718
Meta! Furnilure - AT - 18 - 53 167 395
Plastic Fornityre 0 ; A 2 0
Forniture of Other

Materials 16, 775 14, 123 15, 661 18, 735 02, 293
Tolal 88, 298 83, 718 89, 364 130,384 183,617

Sources: Direction of Philippine Trade and Expor! Performance 1986/1987
BETP, BTI

Philippine Exporl Performance, Report I Jan.-Dec. 19837-1983
BETP, DTI
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Table A2-4 PERFORMARCE OF FOOD MANUFACTURTNG INDUSTRY

Unil: Million Peso

1984 1985 1986 1981 1988
Food & Beverage 54,280 6L 316 6 404 TL 49T 83,810
M1 Manufacturing 137,250 150,523 155,172 173,539 207,441
GoP 540,466 612, 684 627,129 708, 388 826, 749
Bxport of Processed 2248 2,859 2. 898 3,232 1495
Food ' - o

Exchange Rate 16. 1 18. 6 20. 4 20,6 201
(Peso per USH) : : C L

Sources: Slalistical Yearbook 1989
Direction of Philippine Trade and Export Periormance 1987/1988



Table A2-5 GEXPORTS OF PROCESSED FOOD PRODUCTS

Unit: Thousand US$

1980 1982 1983 1984 1985
Canned Pineapple 82, 0938 87, 550 13, 627 81, 085 88, 787
Pincapple Concentrates 9, {14 10, 496 9, 449 13, 110 13, 295
Pineapple Juice 5 198 §, 245 4, 413 6, 726 5, 016
Banana Crackers 4, 81% 6, 207 1, 118 10, 108 10, 126
Frozen Tuna 68, 326 17, 857 I8, 266 15, 844 13, 496
Canned Tuna 79, 486 46, 461 52, 114 45, 398 41, 096
Frozen Shrimps 20, 684 32, 135 36, 076 34, 801 62,523
Frozen Cattlefish 2, 338 2, 894 2,955 3. 988 3, 011

& Squid

Source: Foreign Trade Stalistics of the Philippines
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ANNEX 3 |
' TABLE OF INVESTMENT ENVIRONMENT
"IN FOUR ASEAN COUNTRIES
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EXECUTIVE SUB-COMMITTER
OFFICE OF PLANNING
THE SECRETARY DIVISION 1 SUB-COMMITTEE FOR TAX INCENTIVES
| SUB-COMMITTEE ROR LEGAL AFRAIRS
[NFORMATION PROJECT SUB-CONMITTER FOR MACHINERY AND
& PRONOTION DEVELOPHENT RAW MATERIAL INCENTIVES
SERVICES DIVISION - '
DIVISION | SUB-COMMITTEE FOR FSSUES RELATING TO
' EXPATRIATE TECHNICIANS AND EXPERTS
PROJECT INCENTIVE SUB-COMMITTEE FOR DEVELOPMENT OF THE
ANALYSIS SUPERVISTON ELECTRONICS [NDUSTRY FOR EXPORT
DIVISION DIVISION
| SUB-COMMITTEE FOR CONSIDERING APPEALS
| | SUB-COMMITTEE ON [NTERNATIONAL
PROJECT (INVESTHENT TRADING COMPANTES
CONTROL SERVICES
DIVISION CENTER SUB-COMMITTEE FOR IMPROVING INVESTMENT
PROMOTION SYSTEM
L{ SUB-COMMITTEE FOR PUBLIC RELATIONS
OFFICE 1N FRANKFURT |
————— OFFICE IN NEW YORK |
| OFFICE IK SYDNEY
OFFICE T§ TOKYO
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