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1. Introduction

This is the final report for the first year of surveys conducted under the Industrial
Sub-sector Development Program in the Republic of the Philippines.

The surveys were begun in March 1990 on the basis of the Scope of the Study
signed between the Department of Trade and Industry (DTT) of the Philippine government
and the Japan International Cooperation Agency (JICA) on October 6, 1989. The final

report was completed in April 1991, -

1. Survey Background

Economic reconstruction, and particularly the repayment of external debt
amounting to $30 billion, alleviation of poverty, democratization of economy and society,
enhancement-of employment opportunities, and establishment of equality and social
justice were some of the issues facing the Aquino administration, inaugurated in February
1986. .

Accordingly, the administration drew up a medium-term (1987-1992)
development plan and grappled with the restoration of social order, improvement of
efficiency in the government sector, economic development in the provinces, agrarian
reform, promotion of local and foreign investment, and promotion of exports centering on
non-traditional products.

- Economic recovery, increased foreign investment, and a multilateral assistance
initiative with the reduction of debts as its primary object materialized during the period.
However, a rebellion of part of the AFP occurred in December 1989, and natural and
man-made disasters such as droughts, earthquakes, typhoons, power stoppages and the
deterioration of public peace and order broke out in 1990. The Gulf crisis, which started
in August, brought about higher oil product prices and less remittances from Filipinos
working in the Middle East. Thus, the economic performance of the country worsened
quickly.

In the future as well, industrial development and export promotion will be
indispensable for the management of the country's economy, though it is hard to steer
because of many restraints.

2, Survey Objectives

The surveys aimr at studying and analyzing sub-sectors and products regarded as
promising for export in the future and drawing up a comprehensive export promotion
program. Also, as a-means of promoting joint ventures and technological tie-ups between
Japan and the Philippines, information about firms desiring to engage investment and
joint ventures should be prepared. '

It should also be-noted that the implementation of these surveys should facilitate

the transfer to the Philippine side of fundamental knowledge and know-how on
industries, products, and the improvement of marketing methods.

3. Industries to be Surveyed
The foll_bwing sub-sectors were survéyed in the first year:

‘Metal engineering {die rﬁaking for :ﬁctals)
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Wooden furniture
Computer software and services

4. Survey Items

The surveys were implemented in line w1th the followmg items provided in the
Scope of the Study. :

(1) Overview of the selected sub-sectors and produ'ots

1) Production items in each sub-sector :
2) Volume and value of production and quality of products o

3) Volume and value of exported and imported products and their quahty
4) Number of firms classified by s sne and number of omp]oyccs

'5) Profile of Ieddmg firms

(2) Overview of the industrial development pOllCles and related measures of tho
government as well as the infrastructure for nurturing the selected sub-sectors and

products

1) Administrative and policymaking organs

2) Sector development

3) Export promotion

4) Promotion of investment and technological tie-ups
5) Tax system

6) Financial system

(3) Overview of current pr()blcm areas in the selected sub-sectors and products

1) Manufacturing processcs o

2) Technological level (equipment and technology)

3) Plant management and quality control

4) Production development and design

5) Management of firms (labor-management relations, trdlmng of employees,

financial management, elc.)
6) Raw material  purchases and relations with supportmg mdustrtes

(subcontractors and parts suppliers)

7) Cost analysis
8) Marketing strategies

(4) Surveys of markets and policies ciassified by sub-sectors and produCts _

1) Production, exports and 1mports by and of the spemﬁed sub- sectors and

products :
2) Competltlvcness of the spemftcd sub-sectors and products w1th competmg

countries
3) Marketability in importing countn'es of the Sub»sectors and prodtmts

(5) Formulation of : a master plan for nurturing the selected sub sectors and
products

1) Improvement of policies and systems

2) Improvement of technologies :

3) Improvement of product and design developmcnt systcms
4) Improvement of quality and reduction of cost o



5) Improvemment of management and training of employces
6) Creation. of networks for sales and marketing
7) Improvement of financial and taxation systems

(6) Provision of information for the promotion of investment and technological tie-
ups in the selected sub-sectors and products :

1) Compilation of a list of Japanese firms having interest in investment
2) Compilation of a list of Philippine firms deqiring joint ventures or

technological tie-ups
3) Collection of information about thc above-mentioned firms

5. Survey Methodology

On the basis of prepaaatory and advance surveys conducted by JICA, the Study
Team adopted a deductive approach by which hypotheses of planned scenarios which
would be eventually proposed were set up in advance and verified through field surveys,

etc.
Work in concrete terms was as follows:

(1) Advance preparations

1) Collection and analysis of existing materials and statistics

2) Drawing up of detailed plans for field surveys and domestic work
3) Preparation of an inception report and survey flowchart

4) Formulation of the questionnaire

(2) Field surveys

1) Explanation of the i mcept:on report and consultatlons on planned surveys
2) Gathering of information through interviews and discussions with related

organs
. 3) Field surveys at the related firms or factories

4) Formulation and filing of the progress report
5) Filing of an interim report, discussions about the program and

supplementary surveys
(3) Third country surveys

Surveys of third countries were conducted through the study of written materials
and surveys commissioned through JETRO overseas offices.

(4) Domestic wark

1) Compllauon and analysis of field surveys
2) Compilation and analysis of third country surveys
3) Interviews, field surveys, questionnaires for related domesnc firms and

analysis of the results

4) Overview and study of problems in concrete terms

5) Formulation and study of the interim report

6) Preparation of a comprchenswe program and compilation of the final report

6. Schedile of Surveys
First ﬁeid survey March 15 - March 29, 1990
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Second field sur vey . June 4 - August 17, 1990
Intenm consultations and supplementary surveys
Noveniber 11 - November 22, 1990

Dxaft final consultations March 11 - March 19, 1991
Domestic questionnaires June - August 1990 -
Third country surveys July - September 1990

In-depth interviews were used for the field surveys. A total of 214 %uch interviews
were made and a total of 373 questionnaires collected. A breakdown by sub-sectors is
shown in Table I-1. Geogrdphlcal areas c,ovcred by the ﬁeld surveys in the Philippines are
shown in Table I-2.

Table I-1; Details of Field Survey

Sub-sector | In-depth Interviews(f‘) _ Questionnaires  Remarks

Ist 2nd - 3rd Collected
Metal engineering 7 58 8 740) . Corhplete connt
Wooden furniture 10 54 S 226(©)  Sample survey(©}
Computer software 10 57 5 73@  Complete count

Notes: (a) In-depth interviews were conducted w1th puvate compames a small

number of institutions, universities and other organizations.

(b) A otal of 120 questionnaires were distributed.

(¢) A total of 350 questionnaires were distributed.

(d) A total of 140 questionnaires were distributed.

(e) The sample survey was conducted mainly on CFIP (Chamber of Furniture
Industry of the Philippines) registered firms which were beginning to
venture into exports.

Table I-2: Geographical Areas Covered by Field Sur‘}ey

Sub-sector Areas Covered -
Metal engineering Metro Manila, Laguna, Cebu. -
Wooden furniture Metro Manila, Pampanga/Angeles, Cebu, Davao
Computer software Metro Manila

For the efficient 1mplementat10n of the field survcy, the followmg local consultants
were engaged to distribute questionnaires, assist in their completion, collect and tally
them. _

Metal engineering / Small Enterpnses Research and Development Foundanon of the
~ Philippines

Wooden Furniture / Chamber of Furniture Industry of the Philippines

Computer Software and Services / Philippine Compuier Society

I-4



Table I-3: Details of Questionnaire Survey in Japan

Companies  No. of

Sub-sector

Covered Companies

Study Items -

‘Metal engineering  Manufacturers 249

]

Wooden Furniture  Manufacturers 104 »

Computer Software Software Houses 296 »

Business relations with related industries
and firms in the Philippines and Japan
Appraisal of Philippine-made dics and
molds and expectations for them '
Problems with the products of Japanese
manufacturers and the possibility of
overseas investments and technological tie-

.ups

Possibilities for interchanges between the
industries of Japan and the Philippines
Degree of interest in business with Asian
countries including the Philippines

Tabte I-4;: Countries Covered by Survey of Third Countries

Sub-sector Export Markets

Competing Countries
Metal Engineering - Singapore, Thailand
Wooden Furniture - U.S. Indonesia
Computer Software U.S., Canada Singapore, Thailand
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This survey was implemented by a joint venture formed between JETRO (Japan
External Trade Organization) and Unico International Corporation. The study team was
composed of the following members.

Team leader/General Affairs Mr. Tamaichi MATSUMOTO JETRO
Sub-leader/Export and investment promotion plan :
Mr. Nobuo KOBAYASHI "
Export industry promotion plan (metal engineering)
Mr. Masayuki SWEDA "
" (wooden furniture)
Ms. Chieko OHGAKI "
(computer software)
' Mr. Atsushi SUZUKI !

Market analysis (investment promotion) :
Mr. Yutaka MIYAHARA "

Market analysis (export promotion)  Mr. Jun TSUNEKAWA "
Sub-leader/Industrial development plan :

_ Mr, Tetsuo INOOKA Unico International Corp.
Industrial association development  Mr. Yoshio SATO "
Finance and taxation system Mr. Yasunaga TAKACHIHO "

Business administration (metal engineering)
Mr. Takeshi INOUE ' "

1

Production technology (

" ( " ) .
Mr. Shohachi KURIHARA "

Business administration (wooden furniture)
Mr. Hiroshi HASEGAWA "

)
Mr. Makoto NAGATOMO "

Production technology ( )
Mr. Yoshio WATANABE "
Business administration {computer software)

Mr. Yoshinari YAMAMOTO "

Production technology ( )
Mr. Tatsumi ARAGAKI "
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Il. Summary of Policy Review

The state of the Philippines' socio economy and the direction of its economic
policies fluctuate considerably. Various policies have been announced recently in
connection with the structural adjustments of the economy. The policy review contained
below does not refer to developments occiring after the titme of writing of the report, nor
developments, the impact of which were uncertain even though they were taking shape at
the time of writing.” Those new policy directions and subsequent changes in policy
formulation will be reflected in the context of second year Report. It may be noted that
the intended process for the second year study consists of providing an avenue for
discussion based on the review outlined below between the Study Team and those who
play a central role in the policy area.

1. Industrial Development Policies
1-1 The History and Present Direction of Industrial Development Policies

" The Philippines commenced industrialization earlier than most other ASEAN
members. A distinctive feature of the Philippine industrialization has been the various
kinds of protective policies used as promotion measures. o

In the 1970s the government pushed forward with government-led
industrialization. of the heavy and chemical industries. This government-led
industrialization was carried out mainly by government corporations on the basis of funds
from overseas loans. At the same time, the government implemented a wide range of
protective and incentive measures which 1) protected domestic intermediate-good
industries; 2) lowered tariffs on raw material imports; 3) imposed restrictions on new
comers to the industrial sectors experiencing a surplus in production capacity; and 4)
provided key industries with lower-interest finance. This resulted in an upsurge in
investment in plant and equipment in designated industries and in an increase in capital
equipment mainly in the food,heavy and chemical industries. Labor productivity,
however, has increased only in the chemical industry, steel and iron industry.

With the exception of the food industry, all of the designated industries failed to
develop into export industries. They are dependent solely on the domestic demand which
existed independently from the international competition. In case the domestic demand is
insufficient, the industries were operated at the lower operation rate on the basis of the
domestic demand without increasing the operation rate by export. Consequently, they
were not possible to later renew equipment in line with technological reforms, the effect
of which was the successive aging and out-moding of equipment. This in turn made the
industries less and less internationally competitive. Added to this, the high level of
dependence on imports for raw materials gave rise to difficulties in the supply of raw
materials when the foreign exchange became short, resulting in a slump in production.
Meanwhile, the lack of linkage between these key industries and other domestic industries
resulted in the fact that small and medium size businesses were limited to the local markets
which existed separately from those available to larger businesses.

Independent of moves of the government-led industrialization in the heavy and
.chemical industries, the garments and electronics parts industries developed as export
industries during this period. However, since both of these new export industries
consisted largely of consignment processing exports, there was almost no improvement in
capital equipment in these industries, and the only comparative advantage these industries
had in the international market was a lower wage rate.
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The adoption of these kinds of protective and i incentive measures as part of former
industrial development policy to promote development in key sectors resulted in a serious
distortion in the industrial structure in the Philippines. Having reflected on the mistakes
of the past, there are few people in favor of making more use of protectionist and -
incentive measures, Rather, the emphasis of policy is now on deregulating industries
which have until now benefitted from protectionist and incentive systems.

1-2'_Rec.0mi_nemlation on Industrial _Developnient Policies
(1) Basis Of the Appl_'oach |

‘In general, the existence and functioning of a free-competition-market is a
prerequisite for the new policies being adopted by the Philippines. However, in cases
where developmg countries set out to promote new mdustrles, the existence of
competitors which have already established a strong competitive position for themselves
on the international market makes it difficult for these fledgling industries to be able to
compete on an equal footing straightaway. In this situation it is necessary that, right from
the beginning, these new industries try to acquire as much power as is possnble so that
they are able to compete successfully. One way-of doing this is to receive assistance from
a business in an advanced country which already has a proven record of competitiveness.
Another method which may be adopted is to provide incentives for the industry to
improve themselves on a public level for the duration of the early development stage. This
latter method has been adopted by many developing countries while they have carried out
industrialization, and has proven to be successful. It is important to learn from these
examples and to examine the possibility of adoption of certain incentive measures 1o a

certain extent.

In addition, policies which have been unplcmcnted in order 1o corréct the
distortions caused by the past poticies are undoubtedly important in that they put in place
conditions required for future industrial development. However, this does not necessarily
constitute the establishment of ‘conditions ‘sufficient for carrying out industrial
development. There must also be government policy measures aimed at promoting and
assisting industrial development. The Philippines too is aware of the importance of such
measures but, as is shown below, these attempts have been far from adequate.

1. Efforts for the reorganization of the industriai sector

Many sub-sector studies have been carried out under the sectoral approach.
However, as yet no long-term direction has been set out which suggests the sectoral
development strategies to be adopted.
2. Action plan for improvement of technologlcal mfrastructures

There are action plans prepared through a joint public-private sector efforts and
part of which has been put into implementation. However, the many of these plans have
been suspended due to thc alleged reason of difficuity in funding,
3. Improvement of mfmstruclure

Progress of unprovement of 1nfrastructme is qulte unsatlsfactory from the
standpoint of the role it has to be played in pushing industrial development along.

Unstable power supply, poor communications. facility;, and chronic traffic. congestlon '
none of these infrastructures do meet even rhe present needs of social and economxc levc]
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(2) Recommendation on an Industrial Development Strategy

With an unprecedented labor shortage in industrialized countries such as the
United States, Japan and Western Europe countries, on one hand, and on grade-up of
technology levels, in.developing countries on the other hand, as such there is an ongoing
reorganization of an industrial structure at the international level involving these countries.
In the past, businesses in the developed countries regarded developing countries as
potentlal export markets for their products. Today, however, the business in developed
countries are increasingly awarding a-more positive status to countries as sources of
goods or semi-finished goods for their warkets. In this way, the businesses are .
increasingly developing their activitics on an international level.

The NIES in Asia were early to take steps to meet such developmenis as they
changed over from industrialization policies through import substitution to those of export-
promotion, specializing in comparative advantage industries, actively introducing
technology and, thus improving their productivity. They could make success of their
own industrialization in such way. Developments in business activities at an international
level have been taking place not only between businesses from the industrialized countries
and developing countries. -That is, one recent feature is that such developments have also
been taking place between businesses in the Asian NIES and developing countrics.

The basic strategy for industrial developnient in the Philippines should be, as has
been the case of ‘NIES in-the past, to achieve industrialization acceptable on an
international level making use of their comparative advantages in such international
developments. ‘Especially, it is important that this sort of industrialization is not achieved
by only a number of large businesses which have been protected as was seen in the past,
but that it is achieved as a result of a joint effort between large businesses and small and
medium-size businesses, or through development of small and medium businesses. By
doing so it is anticipated that most of the problems faced by the industrial sector will be
resolved and the industrial sector will make a contribution towards the creation of
employment. It is also expected that this approach will prove conducive to the alleviation
of poverty and an increase in purchasmg power.

The fostering and development of small and medium businesses is far from easy.
It is a difficult task for these smaller businesses to gain access to export markets and to the
upper end domestic markets. What is more, the standard of their technology, production
management and management, is.still not of the level required to meet the needs of these
markets: They also have limited access to financial resources with which to modernize.
Regardless of this, however, fostering and development of small and mediom businesses
is extremely important and considered to be the key to an industrial development strategy.

_ In order to achieve such targets, the followings are recommended, strategy
commonly applicable to each sub-sector.

1, Increase opportunities to facilitate access to export markets and to demand at the upper
end of domestic markets. By so doing, firstly, increase in exports, and at the same
time, improve the tequirements of these markets in regard to technology, production
‘management, marketing, and management.

2. In order to comply with the needs of these markets efforts must be made at the business
level to make improvements in production technology, production management,
marketing, and management. This will contribute to develop markets or to promote the
formation of tie- ups with overscas companies, further paving the way for undertaking
independent initiatives in the future.

3. The strengthening-of industry should be supported by making improvements to the
infrastructure, technological infrastructure, the financial system, and the educatlondi
and vocanonal training system. :
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(3) Points for Consideration When Formulating an Indusirial Development Pblicy

_ Special consideration is recommended to be given to the following pointé when
carrying out an industrial development strategy so that the industrial development be most
effective in the shortest time as possible,

1. The need for incentive measures for supporting small and medium businesses, which
were not focused in former development policy, in their efforts to find their market either
in export markets or the upper end domestic markets.

It is essential that certain incentive measures be adopted to help small and medium
businesses make their efforts to find their markets either in-export markets or upper end
domestic markets, in order for them to compete on an even footing in the market. These
incentive measures, however, should be applied only to those who have intention and
desire to improve themselves, instead of applying to all regardless of their eagemess.

2. The importance of the. implemcmatioﬁ of the promotion measures .of small and medium
businesses in strategic and preferential basis

In today's climate of accumulating debt when there is no spare money around,
small and medium businesses promotion policies if these are implemented across the-
board, cannot be expected to have much practical effect. Rather, it is necessary to shift
away from providing extensive assistance to providing sirategic assistance. That is to
say, it is necessary to put the policy emphasis on those businesses which are eager to find
their markets in overseas or the upper end domestic markets, and by doing so stimulate
others. '

3. Necessity of assigning a government department responsible for sectoral approach for
industrial development sirategy : : . :

The adoption of a sectoral approach is highly effective in that all the sector issues
can be analyzed comprehensively and that measures.can be formulated on a priority basis.
It is considered necessary to assign a government department which are responsible for
the sectoral approach, and have the capacity to formulate a comprehensive and long term
vision for their sector, plan and propose policies based on the vision, and carry out.an
analysis of effectiveness of the policies once they have been implemented. '

4. The imporiance of using the vitality of indusiries and providing assistance for
strengthening the organization of industry associations .

One effective means of making efficient use of international development of
industrial structure being undertaken today and to utilize the vitality of the private sector
based on such development, in the course of Philippines industrial development is to
foster industry associations and use these as channels for coordinating the government
and industry activities requesting cooperation from industry. The followings are
recommended to be implemented for the purpose of fostering these kinds of industry
associations: 1) the preparation of necessary legislation defining the qualification of
adequate industry association for this purpose; 2) the provision of financial assistance
including tax exemptions for the operation. of associations; and 3) the offering of
incentives to members as a means of encouraging membership. REERERE

In general, the main activities of industry associations in the Philippines are

guidance and study / rescarch activities, representation of indusiry interests, and
coordination activities among the relevant organizations with respect to implementation of
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projects. However, when considering the situation of the three sub-sectors under study
and the needs in view of the development of these sub-sectors, the understanding of the
actual state of the industry forms the basis of all undertakings for improvement and
development, and activity for this purpose is necessary to be carried out. In addition,
more intensive undertakings of the guidance and study / research activities, the
representation, and the coordination activities are recommended.

In the case of the Philippines, there is a need for further study on the possibility of
industry associations p10v1dmg additional functlons and carrying out other activities
including;

a. Tn view of the inadequacy of the present financing system for small and medium
businesses, to provide a base for financial guarantees loans or a mutual aid system to
help wnh the development of the ﬁndncmg System,

b. Complementing the government aclivities, to provide member firms with information
and application assistance in relation to the various encouragement and preferential
treatment programs with objective of improving management within the industry.

¢. To provide an integrated representation function of the industry and coordination
function among the industry and the various government agencies as the pipeline
between the industry and the government, when there are various government agencies
related to this industry and they implement their policy measures individually.
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2. Investment and Trade Policies
2-1 Investnient Policies
(1) The Role of anate Direct Fotelgn Investment

For thc Phxhppmcs Wthh has had to manage its eccmomy while facing thc heavy
debt burden, direct private investment from overseas in particular has become an
important element of funds for sustaining capital formation witliin the Philippines. It is
first essential that private investment, derived from both internal and external sources, be
encouraged in order to bring back buoyancy into the economy and to create an
environment that is better from the standpoint of promoting exports.

— Government (A)

- Filipino sources S
= Private (B)
Capital formation i
—— Loans (©
Foreign sources = : Aid (D)
L Diect investment ()

Among the elements shown in the_ﬁgur_c above, private investment (B + E) takes
on a special significance. Public government investment (A) has necessarily been limited
by budgetary constraints. As of the end of 1989, the current account deﬁcxt was as high
as 3.3% of GNP (1.49% in 1987, 1.0% in 1988)

As for debt (C), commulative outstanding foreign debt has gone about as far as it
can go. It has stood at $27.6 billion since the end of 1989 and this has resulted in a debt
servicing ratio of 31.47%. There is not much time in which to provide a strong base
which is more receptive to securing new money, comprised by debt (C) and aid (D),
which is required for continuing with development.

(2) Policy Trends

While on the one hand the Philippines has turned to the adoption of a more
posttive stance in terms of policies welcoming foreign capital in regard to the inducement
of foreign capital, it has not, on the other hand, got rid of its cautious attitude regarding
investment, Specifically, the introduction of foreign capital has been selectively permitted
in certain ficlds and regions while maintaining the principle of Filipino majerity
ownership,

The New Omnibus Investment Code, enacted in 1987, is a compilation of all
foreign investment legislation and the various incentive systems bemg administered by the
DTI through the BOI and the Export Processing Zone Authority.

The main thrust of the Code has been the reduction of red tape and the introduction
of incentives in a move to bring the Philippines in line with other ASEAN nations. For -
example, a corporate income tax holiday (six years for firms with Pioneer status, four for
those without) was enacted. Oiher measures inchuded tax deductions for labor costs,
duty-free importation of capital goods and auxiliary components for the same, and
exemption from the Contractor's tax.
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The inain organization concerned with the introduction of foreign capital is the
Industry and Investment Group contained within the DTI. The criteria for inducing
desired foreign investment are set out under the following five items: 1) employment
creation; 2) high local content; 3) high degree of linkage between industries; 4) support of
regmnal dmpersal pohcy, and 5) export orientation,

In 1990 the gencral trend has been for a reappraisal of forc:gn mvcsunent policy
in a variety of forms by government-related organizations and agencies, This movement
has been characterized by the cooperation of the executive branch of government,
including the Houses of Congress, the Ministry of Finance and NEDA, in planning
efforts. Future results of these efforts are seemed to have a major impact on the Filipino
investment climate in the Philippines.

Consideration was given to measures such as the adoption of a negative list,
simplification of import tariffs, expansion of areas open fo foreign investment and a
relaxation in restrictions on investment involving foreign capital, which are linked to a
course of deregulation. On the other hand, it has been proposed that existing incentives be
reduced in 4 series of stages. The final decision as to what specific action would be taken
has been posrponed from the original time of sometime between October and December
1990. . ,

Major revisions of investment policies in the Philippines can be summarized as
-follows : .

~Senate B}Il 1276 - The restriction on debt:equity ratios for multinational
{Senator W.E. Tanida) corporations operating in the Philippines is strengthened
: - to 10 percent (under previous legislation, the ratio was
set at 40:60-60:40).

Senate Bill 1558 ' - The 40 percent limit on foreign equity is relaxed for
{Senator Vicente T. Paterno) - specified projects.

' - 100 percent foreign ownership is allowed for export
corporations (defined as those companies exporting at
least 60 percent of production). This figure must be
scaled back to 40 percent within 20 years, however.
~ Negative lists (entrusted to NEDA),

*Senate Bill 1562 - Incentives for multinational corporations
(Senator Vicente T.Paterno)  regional or area headquarters or regional warchouses
: are cut back (under BOI authority).
- The minimum annual remittance is set for $50,000.

*Executive Order No. 413 - Import duties are to be simplified into four categories
(signed by President Aquino, - 3 percent, 10 percent, 20 percent, and 30 percent
(suspended)

July 19, 1990)

*Department of Finance - New authorizations for tax exemptions and reductions
Memorandum to DTI, are to be gradually scaled back.
July 20, 1990 - BOI operations are to be expanded.

- Foreign equity regulations are to be liberalized.
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(3) Recornmendation on Investment Policies

_ In turning to the international environment in which the Philippines finds itself, the -
boom in investment in the Asian region which got underway in the late 1980s started with
NIES such as Taiwan, R. Korea and Hong Kong, It then gradually extended to Thailand,
Malaysia, Indonesia and the Philippines. The main' Asian countries and regions which
were open to foreign investment wasted no time in selecting industries which were
founded on comparative advantages, and, since 1985, have come up with a wide range of
policies for relaxing restrictions. ' : : o

_ ‘The main types of measures which have been adopted include the lowering of the
minimum amount of capital required for foreign investment, an expansion of areas which.
are open to foreign investment, a relaxation in restrictions on capital ratios, and the
adoption of a pegative list. Noteworthy initiatives in this area include the progress made
in the improvement of the investment climates in Thailand and Malaysia. In these
countries, emphasis has been placed on performance criteria.

1t is in this sense that the Philippines is required to select clearer policies which
take the following points into account:

1. The importance of timing in policy decision making;

2. In regard to the propriety of fading away in a bid to lead industry in a preferred
direction, it is more important to adopt a more selective direction, rather than across the
board measures when re-examining issues; ' o _ :

3. In line with the above, the functions of the Board of Investments and other government
organizations should be expanded and emphasis placed on performance criteria in
regard to the way in which they are run; - ' o ‘

4, Presenting in a clear manner the policies which have been decided upon to the outside
world, '

- A questionnaire was catried out on businesses involved in domestic indusiries in
Japan as one part of this study. Taking the example of the die making industry, a look at
the level of interest in investing in the Philippines shows that there is a sirong trend
towards giving consideration to the prospect of investment in the Philippines some time in
the future.

A 14-point proposal which was issued in February 1990 in Manila, by five
chambers of commerce and industry around the world, including Japan, showed
considerable interest in the revision of foreign investment policies. The 1990-91 period
would be an extremely important time in which to make decisions concerning policy.



2-2 Trade policies
(1) Basic Policy and Export Straiegy _
The basic stance adopted in regard to trade policy is to develop exporis as onc of

the chief means of economic growth and a wish to bring about the eradication of poverty
and the repayment of the accumulated foreign debt through the promotion of exports.

Boost domestic  Create job Increase  Alleviate
" production T opportunities T income T poverty
Export
development™
Finance raw material and
l...on Earn foreign capital good purchases

exchange
Service foreign debt

The cultivation of international competitiveness within each industry sector is a
must if growth in exports is to be achieved. This will have a considerable impact on the
way in which the government formulates its economic and social policies.

In May 1989 the government announced its National Export Strategy for the 1989-
92 period, thereby showing the importance of export promotion. According to this export
promotion policy conceived by the government will bring about: 1) the create of
employment opportunities; 2) the stimulation of industrial dispersion to the provinces; 3)
the development and improvernent of appropriate technology; and 4) increase in financial

revenue received by the government., -
The following are interwoven with export strategy:

1. A high purchasing ratio for domestically produced raw materials;

2. An expansion in production activities in regions outside the National Capital Region;

3. Greater linkage between the different industries and commodities;

4. The promotion of direct exports from provinces {central and southern Luzon, central
Visaya, Leyte, Samar, northern Mindanao).

As part of this export strategy the Department of Trade and Industry has devised a
policy which:is aimed to bring about the development and promotion of commodities on
which GSP (General System of Preference) can be applied, and of goods made specially
for export, especially in the light industrial goods and processed agricultural product
areas. For the government's part, this has resulted in consideration being given to
encouraging to the greatest possible extent the efforts of businesses in the private sector.
It is of the view that unjust intervention by the government and government-related
organizations, which will deter the vitality of private enterprises, should be avoided.

(2) Towards an Tmprovement in the Trade Imbalance

- As of the time of writing (November 1990), the Philippine Export Development
Bill had already been submitted to the Congress. The bill was devised by mobilizing
representatives from the Department of Trade Industry's Bureau of Export Trade
Promotion who are involved in private sector trade. Parties involved in the Bill have high
hopes that when the Bill is passed it will serve to spur on the government's trade
promotion policy. . :



The main thrusts of the Biil are the reinforcement of the system of responsibility
for devising and coordinating government export promotion policy, export policy which
makes full use of the vitality of the private sector, and the establishment of 4 new fiind for
export development. '

A trade councﬂ comprising reprcsentauves of the govemment and the prwate
sector will be formed to draw up National Export Development Programs. A new
nonprofit body called the Philippine Export Development Organization will be set up and
collect 0.25 percent of the value of exports-imports for its funds. The funds will be
disbursed to support the following: .

. 1. Contributions to help realize product exports.
2. Feasibility studies. _
3. Servicing trade inquiries. .
4. Assistance in displaying products at mtematxonal exhibiticns and trade fairs.

Trade by the Phlllppmes has recently expanded as increases have been recorded in
both exports and imports. In 1989 both exports and imports reached the h:ghest levels
ever recorded but the trade deﬁcu has expanded mgmficantly

The reasons for this lie in the precedence given to the importing of raw materials
and semi-finished products for use in export products which has accompanied growth in
exports, and the continued increase in import demand for capital goods and machinery
and equipment which has accompamed industrialization.

One point deserving of specxal attention is the downward trend which has been-
recorded in the growth of exports since growth hit a peak of 24% in 1988. This decrease
attests to the need to develop products which have export potential and the need to
strengthen the supply structure of these products.

The majority of businesses involved in exports are small and tedium in size and
as such are poorly off in regard to capital. The development of products requires funds, -
takes time, and the opening up of markets is accompanied by a certain degree of risk.
Therefore, assistance by the government is tequired in relation to the supply of raw
materials and parts, the acquisition of marketing mformatmn and the training of
personnel.

(3) Issues Faced by Philippine Firms in International Business

One task which has been shared by many businesses 1nvolved in trade in-the
Philippines as a result of their experiences in international trade, is the task of devoting
themselves to the spirit of providing service to the customer in the ever prcﬂence of
competition with their own products. :

In addition, there is the need to undertake a study of the appropriateness of one's
products to target markets. Effective means of obtalmng information as a means of
undertaking this research include: 1) making inquiries to.the commercial counsellors
attached to foreign diplomatic missions; 2) exhibiting goods and attending international
rade fairs and expositions; 3) participating in sales promotion tours; and 4) taking trade
training courses. . _ _

It is also important to remcmber that mutual trust and the obscrvance of busmess
ethics are important when involved in mtematmnal trade.

Amongst complaints made by buyers who visit the Philippines are: 1) unccrtamty
as to whether the promised delivery dates wﬂl be strictly observed; and 2) the problem of
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shipped goods varying from the samples made available at the time of contract. These
both point to the problem of the need for trust.

(4) Recommendations on Trade Policies

Foreign trade promotion is part of industrial development planning and as such the
types of industry and products to be targeted for export promotion should be identified
and plans should be set to make the various industrial sectors competitive internationally.
It is suggested, therefore, that the following points be improved or considered as
measures for export development.

1) Planning of basic measures

The main responmblhty of DTI/ITG is tradc-related measures, while BOI
administers investment-related measures. However, it is not clear which department or
bureau is engaged in the planning and monitoring of basic measures for trade promotion
from a national perspective. In connection with this, it is desirable that the "Export
Promotion Bill" now under discussion in Congress be adopted and a specxa] department
or bureau set up, : :

2) From a macroeconomic viewpoint, it is necessary to improve transportation,
communication and other industrial infrastructures which support export promotion in
both urban and provincial areas.

3) Reduction of duties on machinery and equipment imported by producers of products
for export. .

4) Response to and assistance regardihg inquiries on trade procedures from the provinces.

5) Transactions. on a CIF basi.s should be developed through the expansion of the
insurance business and the introduction of a system for monitoring shipping conditions
and freight rates.

6) Expansion of trade training activities

Under medium and long-term plans and with PTTC as the nucleus, new courses
on product development, production process control and practical management should be
developed in addition to the existing courses. The objective of the expansion is not only to
nurture skilled employees who are well-versed in trade but also to inprove the financial
strength of firms and provide information which will enable them to meet the needs of.
export markets. : -

7) Small and medium exportmg firms should be nurtured and assisted through the
application of the export advance system and the supply of marketing information.
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3. A Financial System for the Development of Sub-sectors
3-1 Tasks Related to the Raising of Funds
(1) Raising of Funds in Financial Markets

"The raising of funds in financial markets in the Philippines, including banks, capital
markets and non-banking institutions is inadequate. Comprehensive measures-are required
to improve the sitvation and it is difficult to expect significant effects in the short and
medium term.

1) Banks

One issue facing banks is their msufﬁcxent capacny to meet the increased demand for
funds which is expected to occur from now on due to the small quantity of funds available
for lending. -The reasons given for this shortdgc of funds are: 1) lack of confidence in
banks; 2) the lack of cncouragement for saving; and 3) the exlstcnce of ('apltal flight.

The followmg are major measures which are considered necessary for the
amelioration of the situation. However, it is necessary to consider the effectiveness of these
measures from the viewpoint of comprehenswe financial measures.

1. An extensive re-examination of the deposit insurance system as a means of restoring the
credibility of banks and securing a sufficient inflow of funds
2. More attractive interest rates which take inflation into account

It will be doubtful that these measures will have significant effects in the short term
and thus it is difficult to expect improvement of the fund raising capacity of domestic
financial markets in the short term. The lifting of the ban on peso financing by foreign
financial orgamzanons may be more effective than the above measures in the short term if
the business climate is improved.

2) Capital markets

Among the reasons why the stock and bond markets have dlfﬁculty attractmg funds '
from either individuals or businesses are the small number of businesses listed on the
markets, the lack of range in terms of indusirial sectors represented and the tendency for
stock to be purchased mainly by family and friends due to fears of takeover when stocks are
issued. Regarding the stock circulation, the present system is not conducive to circulation
of stock to general investors because businesses are not very active in promoting
widespread circulation of their stock among general investors.: As for bonds, the
government is virtually the only issuer of bonds (treasury bills), all of which are accepted by
the central bank. Thus, the capital markets are relatively immature and it is thought that 1t
will take a long time before they are able to take on the role of long-term fund raising.

3) Non-banking institutions
Among the various types of financing by non-banking institutions, leasing -and
venture capital can be regarded as the most effective means for financing sub-sector

development programs. However, there are many problems involved in both types of
financing as stated below and it would be difficult to vitalize them in the Philippines at the
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present time. Of the two types, leasing is considered to be an effective means of fund
raising for facility modernization projects when securing collateral is difficult and therefore it
is recommended that further study be made on the possibility of vitalizing the leasing
business.

I. Leasing

Leasing fees are very high due to the high interest rates on bank loans. A re-
examination of interest rate policy is required in order to improve this sitnation and to
promote greater use of leasing. '

2. Venture capital

There are a number of reasons why venture capital does not function satisfactorily.
In addition to the limitations on activities brought about by limited capital amounts, there is
the immaturity of capital markets, the lack of investment opportunitics, and the reluctancy of
small and medium businesses to have outsiders interferences in their operations.

(2) Raising of Funds Overseas

The Philippines is also facing difficulties in raising funds overseas. At the present
time, raising funds from overseas sources is virtually prohibited in the Philippines except in
the case of 1) direct investment and 2) aid and loans from international organizations and
foreign governments. Although direct investment has increased recently, it.is still
insufficient. There have been situations in which private foreign financial institutions have
attempted to pull out of the country during the process of rescheduling negotiations. The
reason for this is difficulty with loan repayment due to the existence of an enormous
accumulated debt and the hgh risk associated with the country due to the unstable pofitical
situation.

Five different schemes have been adopted in order to reduce the accumulated debt,
While the total accumulated debt remains very high at this stage, the size of reductions in the
total amount have grown. This course must be continue to be followed in the future. It may
be noted that although these schemes are useful for the reduction of accumulated debt, at the
same time they are a double-edged sword because they are tied to inflation. In this context,
it is recommended that more effective schemes be examined.

(3) The Raising of Dormestic Funds by the Government
One of tasks to be undertaken in fund raising by the government is the improvement

of tax collection. At present only 10% of the taxable income are actually collected and thus
it is difficult 10 adopt positive public fiscal policies.
3-2 Tasks Related to the Supply of Funds
(1) The Supply,(jf Funds through Financial Markets and Tasks

| Be_causé of limited expérienée'-in.' the raising of funds, as discussed above, the
Philippine financial markets have a limited capacity to supply funds. There are many points

which must be improved if the financial markets are to function in a way which enables
them to support the future growth of the economy. Particularly important is the lack of
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opportunity for small and medium-sized firms to gain-access to funds. In addition to the
tasks related to fund raising, nnprovements are urgently 1equn‘ed on the four points outlined
below.

1. The collateral requirements of financial organizations

Businesses which do not have the required collateral find it extremciy difficult to
raise funds, This in turn prevents businesses from developing to their fullest potential. The
following measures should be examined: 1) expansion of the credit guarantee system; 2)
establishment of an information system for credit inquiries; and 3) introduction of
supplemental measures to make up for the low credit standing of businesses by estabhshmg
organizations such as business cooperatives. :

2. Low level of management efﬁcwncy among ﬁnancm] mstltutlons

Improvcment of the management efﬂclency at fmancml 1n~;t1tuuons is absoluteiy
necessary to cope with the huge demand for funds. Improvement of management efficiency
will lower the cost of loans and in turn may lower the interest rates on loans.

3. Insufficient availability of long-term loans

The ratio of long-term loans is as low as 10-20% of all loans. The Development
Bank of the Philippines is situated as a wholesale bank for long-term financing in the
Philippines financing system. In order for this system to be successful, incentives are
required to encourage the commercial banks to be more posmve in hand]mg long-term
loans. o _

4. Insufficient availability of loans for export promotion

Although there exists the packing credit system for exports, in many cases the central
bank closes their windows for this credit and businesses are not able to avail themselves of
this service. Actually, the unrestricted implementation of packing credit would increase the
amount of money in circulation, resulting in fears of inflation. In addition, there is a limit to
the amount of foreign currency which the government can make avail of. Therefore, it is
desirable to ensure fund sources for this purpose. A possible means of securing fund
sources is to use funds from overseas as a pump-priming measure and, following on this, to
make use of the increased tax revenues derived as a result of a growth in exports.

(2) The Supply of Funds by the Governmem

Funds for msututmna? fmance supplied by the govemment are ]argely dcnvcd from
foreign governments and international organizations. The utilization of these funds,
however, varies considerably from one source to another. Some of the negative factors
responsible for this situation include: 1) the strict loan conditions: such as severe collateral
requirements; 2) the lack of incentives offered to financial institutions handling loans; and 3)
the complexity of loan handling procedures. Since the funds available to small and medium
businesses in the financial markets are limited, these sorts of problems encountered by the
institutional financing system nccd to be resolved at the earliest pos‘nble time.
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(3) Dlrcct Loans for Businesses from Overseas Fmancmi Insmuuons

Regardless of a joint venture with foreign capital or a local busmes‘e, all loans taken
from overseas must receive prior approval from the central bank. The central bank screens
applicants very rigidly and grants approval in only a few cases. However, some
improvement has been seen since the beginning of 1990, since then a more flexible stance
has been adopted in regard to export businesses. If one considers the limited capacity of
money markets and the government supply funds and the fact that there is little prospect of
an improvement in the short or medium term, the only way open for large and medium-size
businesses to raise funds on a large scale is to engage in direct investment or to make direct
loans from overseas. Further 1mp1 ovement is necessary for the direct loan procedure in this
regard. .

3-3 Recommendatmn on Financial Pohcms and System for Promoting the
Developmens of Sub- sectors

Financial pohc:cs for the promation of the selected sub-sectors must be examined
from two viewpoints: 1) the raising of funds by large and medium-size businesses which
will play a leading role in development of the sub-sectors; and 2) the raising of funds by the
smaller businesses, The financial markets' capacity to raise and supply funds is quite
limited and there is little prospect of an-early improvement of this situation. Therefore, it is
necessary to promote direct investment from overseas and direct loans from overseas
financial institutions for large and medium size businesses. For small and medium size
businesses, it is advisable to supply funds through institutional loan schemes by blending
locally-sourced funds with low interest rate funds sourced throughinternational
cooperation. On top of this, it is necessary to support moves to provide supplemental
means for the improvement of creditworthiness of each small and medium- sized business.
What is- most lacking in this regard is the absence of data regarding the credit standing of
each business. In order to remedy this situation, it is necessary to : 1) use the accreditation
and registration system applied to businesses as a substitute for data regarding the credit
standing of each small and medium business; and 2) use information from industry
associations and regional chambers of commerce and industry. From this perspective, the
further study of the following is recommended as financial measures for the promotion of
the sub-sectors which are composed mainly of smaller businesses.

(1) Measures for Raising the Level of Credit for Small Businesses

- a) The establishment of credit-rating criteria for loans for "qualified businesses” (businesses
with cxcellent credit standing) and the applica'tion of preferential measures

It is recommcnded that the preferentldl measures be applied to the businesses which
fulfill one of the required conditions listed below, not only for the purpose of strengthening
the creditworthiness of smatl and medium busmesses but also to provide incentives for
self-improvement in the areas of technology, management, and marketing. These are: 1)
relaxing loan screening criteria; and 2) secuting a certain amount of funds for preferenual
loans. The posz»,lb:lsty of reducmg interest rates should also be exdmmed

1. Busmcsscs involved in the busmess accreditation system' etc. for the purpose of
improving thejr fundamental business performance ;

2. Businesses located in industrial estates which have been established for the purpose of
modernizing the sub-sectors;
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3. Businesses participating in cooperative projects carried out in order to improve their
fundamental business performance;

4. Businesses registered with the Board of Investments; :

5. Businesses recommended by industry associations which are well organized and which
have a good understanding of their members.

b) Examination of establishment of a credit supplementation system

It is recommended that the possibility of establishing a body with the function of
supplying supplementary credit information on individual firms on the basis of the
organization of industry associations or regional chambers of commerce and industry be
studied. The information may be supplied by either a national body or regional units, At
the same time, it is necessary to undertake a study of the feasibility of establishing a credit
guarantee association which would base its activities on the information provided by the
body recommended above. :

In addition, the establishment of insurance companies for credit guaraniee company
would be advisable for the purpose of risk sharing with this credit guarantee association. It
is also recommended that a study be undertaken on the possibility of the government bearing
the cost of the insurance companies for credit guarantee as a kind of social expenditure for
the purpose of fostering small and medium businesses. This kind of system is effective for
fund raising, especially for small businesses. Comprehensive study would be required to
establish such a system since there are many related issues to be resolved. The following
measures would also be helpful for expanding credit:.

- set up a desk for financing services in the credit guarantee association;
- establish a research section in the credit guarantee association and
undertake a survey of the sectors to which businesses with excellent credit standing
belong;
- develop a system to shiare information on problems :
such as bankruptey, overdue payments, etc., among financial organizations and the credit
guarantee association.

(2) The Establishment of Loans for Sub-sector Modernization

There is a need to examine the possibility of establishing a loan system to facilitate
loans for the purchase of machinery and equipment for the modemization of specific sub-
sectors, It is possible that this system could be funded from internal financial sources in the
Philippines in conjunction with low-interest loans made available through international
cooperation. The selected sub-sectors should have development targets and fulfill the
following two requirements in line with the targets: 1) Establishment of a committee to set
standards and give approval for the purchase of used as well as new machinery and
equipment required for modernization. The committee's members should be representatives
from industry and government agencies; 2) Establishment of criteria by which used and new
machinery and equipment to be used for the purpose of modernization would be certified. It
would also be necessary to be able to revise criteria when the need arose. Loans should be
made not only for the renewal of existing equipment or for the introduction of modern
machinery and equipment, but should also be used for the purchase of used machinery
required for the purpose of modernization. '
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ITI. Summary of Sub-sector Study Results and Issues
1. Metal Engineering (Die Making for Metals)
1-1 Summary of the Study '

1-1-1 The Ini'erna'-tional Deveidpméilt of the Parts Processing and Machinery Assembly
Industries and the Die Making Industry

(1) Definition of the Dies Covered by the Study

. The dies covered by the study include those dies and molds used in dic casting,
forging, pressing, and other types of metal engineering, i.c., those classified as "dies and
molds™ under the special tooling category of the International Special Tooling Association
(ISTA) and which are used for metal engineering.

(2) World Trends in Die Making Industry

Worldwide die production was valued at approximately US$39 billion in 1988
(ISTA estimates), with dies for use in metal engincering responsible for about half of this
figure. The leading producing countries among ISTA members werc Japan, the United
States, West Germany, and Republic of Korea, in that order. ISTA estimated Japan
accounted for 28% of world die/mold production, the United States 16%, and ISTA
member couniries in total 58%. ' _ .

- In Japan, more than 50% of all dics arc used in metal engineering, and of this
figure about 40% are used in stamping. Another 40% are used in plastics molding, with
the remaining 10% for the molding of glass, rubber or other materials. The user
industries for processed metal materials and metal components produced by metal
engineering include the automotive industry, the electrical appliances industry, and the
industrial machinery industry, with the automobile industry responsible for an especially
large portion.

(3) The Internafibhéxl Dévelopment of the User (Procéssing and Assembly) Industries

1) Assembly lndustries _ N

In assembly industries such as the automotive and home electrical appliance
sectors, firms in the industrialized countries shifted some of their production to bases in
developing countries at an edrly stage. In the past, most shifts of production were aimed
at maintaining or expanding the market where the production facility was located, butin
recent years an increasing number of such operations have been established with the
objective of exporting: products, mainly home electrical appliances and consumer
electronics products, to third-country markets. This change in global environment for the
assembly industry has resulted in a similar change for the parts industry through moves
such as increased local procurement of the components needed for local assembly. '

The most remarkable case of this type of international development is seen in the
electrical and electronic appliance industries. In these indsutries, there are moves to shift
from production of electrical appliances for the domestic markets to production for
international markets and production of industrial equipment.

" Furthérmore, in advanced electronics fields such as semiconductors, production

was intended expressly for export from the beginning. The U.S. semiconductor
industry, for instance, has moved virtually all of its production operations to the NIES
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and ASEAN countries, to an extent that today assembly pldnts can no longer be found in
the famced Silicon Valley of San Jose, California. .

In the case of the auto indu’stry, local production in the developing countries
continues to rely heavily on domestic demand, with a heavy dependence on imported
components from countries such as Japan. It is, however, interesting to note that in
countries such as R. Korea and Malaysia, where domestic demand has reached sigunificant
levels, production affiliates are now in the process of dcvelopmg export slrdtegles :

The NIES, once thought to be optnnal locations for the establishment of assembly
indsutry, have becn hit by rapidly increasing labor costs and unfavorable exchange rate
fluctuations in recent years. Consequently, an increasing number of firms which initially
gave strategic precedence to the NIES are now sh1ftmg their operations to ASEAN
countries.

2) Parts Industry ‘
In response to the changes in the economic environment noted above, the
following changes have occutred in the parts industry:

1. Local production of _parts” and componcnts ‘and procurement from neighboring
countries are both increasing, replacmg imports from the advanced nations. °

2. An increasing number of companies in Japan and the other industrialized countries are
viewing Asia as the most attractive parts supply base i in their global strategles and thus
establishing their precurement centers in the region.

3. Efforts to-develop an organic linkage among heretofore independent production
operations in Asia arc emerging. Automobile and parts manufacturers having a wide
range of tie-ups across. Asia are studying the possibility of mutually complementary
division of labor systems such as the so-called "Brand-to-Brand Complementation
Scheme.” Similar movements can be seen in the home electrical appliance and electronics
fields. ' ' : ' ' ' '

One important future topic will be the reorganization of overseas production bases.
It is thought that moves to put all world regions under the management of each relevant
regional headquarters and link production bases in consideration of individual production
elements and markets will become more evident.

Drawing special attention in these efforts towards internaional development in the
parts industry are Japanese parts manufacturers. Even parts manufacturers in the NIES
have yet to achieve adequate levels of technological sophistication. Consequently,
Japanese firms, with a reputation for superior techrology and responsiveness to simall-lot
orders and short delivery schedules, are increasingly being requested by Japanese |
assembly firms to accompany them in establishing overseas operations and supply parts
locally. Typically this type of situation involves small and medium-sized' parts
manufacturers with little experience in forelgn investment. In the past, these firms seldom
undertook such projects unless the country in question could offer a favorable investment
climate. But, in the future, it is expected that cases of overseas advance based on such
requests and support from assembiling firms will gradually increase. -

(4) Changes in the Die Making Industry

With the growth of the assembly and processmg industries, dcmand for dxes is
expected to increase even further. However, the development of die making industries in
the déveloping countries lags behind the international development of assembling
industries and moves toward localization of parts manufacturing industries. Development
in this industry requires not only improved metal engineering technologies but also better
design technologies, the securing of suitable die materials, and establishment of the
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production management technologies required to maintain delivery schedules. Even in the
NIES, there are very few die manufacturers capable of producing dies of high enough
precision to satisfy the needs of the export-oriented processing and assembly industries.
Sources of large and high-precision dies remains limited mainly to Japan and Western
Europe. :

1-1-2 Structural Changes in the Japanese Die Making Industry

In the past, the Japanese die making industry was characterized by high quality,
high levels of labor productivity and short delivery schedules. These were mainly
achieved by competeni engineers and skilled laborers. But since many of the die
manufacturers have been hard-hit by the general labor shortage, it is becoming difficult to
continue local production of all kinds of dies. Production of those dies with low value
added is rapidly losing its feasibility. While the die using industries are more actively
advancing overseas, there are some cases where die making firms are asked by users to
advance overseas, because the die making technology in the host countries lags behind
significantly. Regardiess of their intentions, die making firms are being forced to get
involved with internationalization of business. '

In the future, therefore, the Japanese die manufacturers will be forced to adopt an
international strategy in which production of high value added products such as high-
precision dies and sophisticated dies is concentrated in Japan and other production
relocated overseas; or in which products are processed to a certain degree overseas and
then sent to Japan for final finishing only.

1-1-3 Development of Die Making Industries in Neighboring Countries

Neighboring countries such as Singapore, Thailand and Malaysia have aiready
recognized the importance of die making industry in the development of the machinery
industry. Governments in each of these countries are working to support the die making
industry through the promotion of investment (via the application of tax incentives), the
creation of basic environmental and set up of locational conditions, and the enhancement
of education and training programs. _ : ' -

The periods of development in the NIES differ from those in Thailand and
Malaysia, and differences in the industrial development status in each couniry have
resulted in unique patterns of development in die making industiry. However, the
following points should be taken into consideration when examing future policies for the
Philippines. :

1. In each of these countries, development of local user industries has provided the basis
for die making industry development; in no case did a die industry develop with the direct
objective of exports. The focusing of efforts by Singapore and Malaysia on the supply of
precision dies to local export-oriented electronics industries should be of interest to the
Philippines, which also have a developed electronic components industry.

2. Reevaluations of die making technology are also becoming necessary in countries such
as R. Korea and Taiwan where die making industry emerged in 1960s. This is because a
labor shortage has forced the Japanese die making industry to cut down the number of
production items, and as a result these countries are being forced to develop the
technologies needed for the local production of dies which were previously imported from
Japan. . - T : . o

3. -Fofeign affiliate companies have played a rhajor role in the development of the die

making industry in each of these countries. In those nations experiencing rapid growth,
however, a sizeable technological gap has appeared between foreign and local-capital
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oompamcs, and the improvement of technological standards at local ﬁrms is an important
topic for future development.

4. In vecent years, govemmem pohcy for promonon of the die makmg mdustly has
shifted from policies targeting the metal and machinery industries in general or treating it
as a part of small and medium-sized business fostering policy to pohcxes mdlcanng
sophistication of the die making as a key objective. .

5. Each of these countries studlcd has prepared a vanety of institutions, programs and
systems .for the training of technicians and skilled laborers. Slngapores training
programs, among them, are quite characteristic in that these have been established with
the cooperation of governments and corporations in the industrialized couniries as part of
its efforts to promote technology transfer should be of interest to the Phlhppmea

1-1-4 Current State of the Phlhppme Die Making Indush Y

. The roots of the Philippine die making industry can be traced to the early 1950s,
and even today there are estimated to be fewer than 100 firms which can be classified as
die manufacturers, whether for in-house use or outside sale. Based on the results of the-
questionnaire survey and interviews, only about-10 of these firms were specialized in die
manufacture. This group includes most of those companies capable of producing high-
grade dies such as progressive dies and precision dies for electronics, semicanductor, and
electrical equipment manufacturers. Virtually all of die manufacturers are located in
Manila and surrounding areas, where user industries are concentrated.

The Philippine die makmg industry has lagged behind in the initial phase of
development, but recently signs of rapid growth have appeared. This reflects signs of
growth for the processed metal materials sector, brought on by a recovery of demand in
the assembly industries (automobiles, motorcycles, home electrical appliances, etc.) and
an increase in local parts content, together with more active investment in the Philippines
by parts hidustries of the industrialized countries and NIES,

(1) Industrial Structure of Die Making 1.nduStry

Philippine die manufacturers can be divided into the following three groups based
on management type, technological standards, and problems currently faced:

1. Foreign affiliates or tie-ups with foreign affiliates having the potential for the
fabrication of advanced dies (10-15% of total die manufacturers) -------------—---—- Group A
2. Companies engaged in die manufacture or repair based on technology obtained from
foreign companies operating in the Philippines or by their own development efforts and
possessing a certain degree of technological sophistication. Mostly local capital firms.
(10-15%) ----mmmmmmsm s e e e Group B
3. Those companies whose main operations at present do not include die fabrication but
who are producing dies either for in-house use or for sale to customers and whose dies
remain limited to s:mple designs (70-80%) --------=-m-m-mmmmmmmmm oo e Group C

(2) Group Charac:tenshcs

1) Group A :

All of those firms have in the pare:nt company a source of ddvanced die
technology, and the stamping machines and casting presses in use are generally new.
Consequently, product level is adequate for competition on the iniernational market. Itis
hoped that these firms will play a leading role in the Philippine die making industry in the
future and contribute to the wransfer and dissemination of technology to local compames
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The main obstacles to the expansion of operations at these firms are as follows: 1)
a shortage of skilled technicians; 2) a lack of supporting industrics capable of providing
heat treatment and surface treatment services; and 3) restrictions on the local fund raising
activities, -

2) Group B _ _ _

' The basic similarity posscssed by firms in this group is the source of their dic
fabrication-and repair technologies. The founders or engineers who constitute the core of
these companies are typically engineers who were given the opportunity to master foreign
die technologies, either directly, by working for a foreign affiliate, or indirectly, through
contact with a customer who possessed such technology. Their companies have carried
out independent research-and development in order to capitalize on this expertise. These
firms are typical of Philippine die manufacturers; technological improvements, however,
are limited to those conducted through contacts with customers, and the firms in this
group have yet to catch up with worldwide developments in die technology.

It is hoped that companies in Group B will be able to obtain technology from
foreign firms, master these know-hows, and go on to form the nucteus of the future die
making industry in the Philippines. From this standpoint, the governmient should provide
assistance for technological improvements and the modernization of facilities and place the
focus of its die making industry development program on this group.

3) Group C _ : . _ , _

. This group is estimated to contain by far the largest number of firms. The dies
being produced are simple designs used in the production of auto parts and components
for electrical products, and they are not characterized by a high degree of precision.

In the future full-fledged die manufacturers will emerge from the ranks of those
companies currently . producing dies and jigs for outside sale and in-house use.
Technological improvements, however, will require not only technical know-how but a
wide range of improvements such as greater awareness of the need for quality control,
thorough training in production management know-how and methods (including delivery
schedule management), and modernization of facilities.

1-1-5 Review of Die Making Industry Development Policies and Programs
(1) Lessons from Past Machinery Industry Promotion Policies

It was in the local production programs for automobiles and motorcycles which
began in the early 1970s (PCMP, PMMP, and PTMP) that the promotion of the
machinery industry was first taken up as a part of industrial development policy in the
Philippines. Machinery industry promotion policies later designated the automobile and
motorcycle industries as key sectors and proceeded in the direction of promoting
peripheral industries development. At present, the Car Development Plan and Audio
Visual Indusuy Development Plan are being implemented.

Those above mentioned local production programs at first stage ended in failure as
a direct result of external factors, namely, the economic recession. At the same time,
however, management.of the program was hindered by the fact that the automobile
industry was brought up under an umbrella.of protection and suffered from economic
inefficiency and a lack of international competitiveness. ‘The program can be praised for a
certain degree, however, for its promotion of linkages between the auto indusiry and the
local parts industry and effectiveness in achieving technology transfer.

Based on these lessons, the current program incentives should be only of an extent
necessary to cover the cost penalties resulting from the limited scale of local market. In
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addition, restrictions regarding local content should be implemented in combination with
incentives for parts exports, and efforts made to reduce the cost penalties. Protective
policies and incentives should be reduced and government policy modified as needed
while monitoring the effects of these measures.

(2) Metals and Engineering Industries Nd{lOﬂdl Actlon Plan, 1990—2000 and Notable
Points for Implementatnon

‘The Metals and Engincering Indusmes National Actlon Plan, 1990 2000 is
cun'ent]y bcmg 1mplcmemed from the standpomt of machmery 1ndu‘;try pI’DmOt]Oﬂ

This plan is comprehensively structurcd and consists of individual pro_te(,ts
thought to be effective in promoting metals and engineering industries in the Philippines,
including the die making industry. The content of the plan closely reflects the current
state of the industry and its needs. But during implementation the following points
shouid be kept in mind in.order to avoid the deiays in implementation seen in the past due

a lack of budgetary support.

1. Rather than implementing all necessary items with-this plan, the emphasis should be
laid on: paying attention to international developments in related industries and using the
vitality of the private sector to supplement areas in need; and building a foundation that
will allow the utilization of this type of international development

2. In order to take advantage of private-sector vitality, activities must be begun for the
strategic clements which will provide industry with an opportumty to undertake
development on its own.

3. Rather than trying to raise the level of all companies, efforts should focus on the
promotion of the core fums, thereby promotm;, vitality throughout the mdustry as a
whole.

4. Instruction activities at individual companies combined with the creation of an
infrastructure are an effective means of industrial guidance.

(3) Notable Points on Die Making Industry Promtion Policies

~ Virtually all of the die manufacturers engaged in production-on-order are small
firms and cottage industries. In contrast, the companies placing the orders for dies and
metal components including die fabrication are foreign affiliates engaged in the assembly
and production of automobiles, home electrical appliances, and electronic components and
large local firms previously having had tie-ups with foreign affiliates. Unless measures
are taken to improve standards at the former group, the techinological gap between the two
will continue to increase and become established, making it difficult to expect any
linkages between user industries and the die making and othcr penpheral mdusmes

From this standpoint, policies for the developmem of the die making 1nduStry
should take into consideration the following points: * 1) providing local firms with
assistance for the improvement of technological and management standards; 2) expanding.
industrial development financing programs in order to reduce the gap with the modern
industrial sectors; and 3) removing obstacles to investment in the Philippines by foreign
parts and die manufacturers in order to promote local manufacturers of parts and dies
through compennon and tie-ups with these corporat:ons '

(4) Roles of the Government Agency in Charge and Industry Assomatlons
Concemmg administr ation, there is a need for the e‘;tabhshment of a govemmcnt
agency in charge of sectoral approach. Long-term visions and conespondmg p011c1es

should be comprehensively proposed for the subsectors, coupled with monitoring and
modifications as necessary. ‘In the case of the die makmg industry in particular, policy
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proposals well balanced with needs and development of the user industries (i.e., the
assembly and parts processing industries) and monitoring are necessary.

At present, MIAP (Metalworking Industries Association of the Philippines, Inc.)
is the only industry association acting as a link with the administration. It is hoped that
MIAP will be able to play an important role as an industey representative concerning
implementation of the industrial development programs while maintaining a cooperative
relationship with government bodies. However, future strengthening of the die making
indusiry will require the consideration of numerous activities by MIAP, including the
following: 1) statistical surveys for obtaining an overview of industry conditions; 2)
linkages and exchanges of information with sister indusiries overseas; and 3) the creation
of a foundation for loan guarantee and mutual aid systems.

i-2 Issués

Issues and problems facing the die making industry were examined from both
supply and demand sides given the character of the die making industry as a core for
linkage industries. The main problem arcas uncovered were as follows:

Demand side: o . B '

1) Mass-production assembly industries such as automobiles, household electrical
appliances, and general machinery remain in the initial phase of development, and market
scale is limited. As a result, parts processing industry is unable to utilize merits of scale.
2) In parts sectors such as pressed parts, forged parts, and die casting parts, there is liiile
local production of parts and components. Consequently, there is little demand for dies
from these industries.

Supply side: - _ :

1) Lack of basic expertise concerning design and processing technologies; 2) shortage and
ageing of facilities; 3) shortage of funds; 4) quantitative and qualitative lack of educational
and vocational training facilities; 5) shortage of engineers and technicians; 6) weakness of
testing and research facilities; 7) lack of a government agency dedicated to die making
industry; 8) inadequate promotion policies for the die making industry; 9) low
technological standards in peripheral supporting industries; and [0) lack of information,
expertise, and know-how concerning marketing.

When working out solutions for these problems, the following points should be
taken into consideration: :

(1) The Need for Improvement of Die Making Technologies

1) The Need for Mastery of Basic Die Making Technologies : .

~ The number of firms possessing advanced die technologies is very limited.
Following the mastery of basic technologies, improvements must be made in design and
manufactaring technologies in addition to the adaptation of advanced technologies and the
introduction of modern facilities. - '

2) The Need for Modernization of Facilities and Equipment _

. The second-hand equipment is used at Group B and C companies to a great extent,
and is generally poorly maintained and of poor precision, making it incapable of
providing for the future needs of the parts processing industry. The Philippine machinery
industry remains underdeveloped, and regardless of what the industry decides to do in the
future large amounts of new investment will be required; at present it is simply not in a
position to compete freely with its foreign counterparts on the international market. .
Consequently, the government must provide a systematic series of incentives for the
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purchase of modern machinery by local firms not only in the die makmg industry but
throughout the machinery industry. _ :

3) The Need to Promote Tie- Ups with Fomlgn Companies as a Means of Technology
Transfer

Technology transfer from foreign compames will be eqqentlal to efforts () 1mprove
current technology. . According to the results of a local questionnaire survey and
interviews conducted by the JICA study team, 76% of die manufacturers and 65% of die
users having in-house plants desired joint ventures with foreign affiliates with the
objective of obtaining technology from the partner firms. Providing those companies,
which constituic the nucelus of the indusiry, with the practical strength needed to
participate in tic-ups and accept the transfer of technology at an early stage would be most
effective in promoting later tic—ups '

(2) The Need to Establish a Technologlc'll Infrastructure

1) The Need to Expand the Indusmal Framework for Related 'Ie(,hnologlcs

Available equipment for.both heat and surface treaiment in the Phlllppmes is’
limited mostly to technologically primitive units. Consequently, advanced dies cannot
now be produced in the Philippines. Taking into account the fact that it is economically.
unfeasible for smail and medium-sized companies to purchase facilities for heat treatment,
plating, and surface treatment, which are used only occasionally, the possibility of
providing such equipment in the early stages in the form of public of common facilities
should be considered. Sufficient care should be paid, however, to ensure that these
efforts do not hinder independent efforts by private companies in this field.

2) The Need to Increase Domestic Production of Die Materials-

In areas such as the Philippines where a single die is used to produce a limited
number of components, ordinary cast iron (JIS FC25 class) and- ductile cast iron are
suitable die materials. When promoting the domestic manufacturing of parts. for
automobiles and motorcycles in the future, the production of mid-sized and some larger
parts will increase. Production volume will be limited due to the small market scale, but
demand for relatively inepensive die materials is expected to increase. Judging from the
technological standards and facilities currently in place in the Philippine casting industry,
at present there are no firms capable of manufacturing large castings without casting
defects. Consequently, the automakers feel they must rely on imports from countries
such as Thailand and Indonesia. It is suggested that efforts first be made to localize
production of ordinary cast iron and ductile cast iron as die materials. This in turn will
require the creation of governimient incentives.

3) The Need to Establish R&D, Testing, and Technological Guidance Organizations
MIRDC (Metals Industry Rescarch and Dcvelopm’ent Center) is the only
government R&D, testing, and technological guidance organization available for the dic
making and machinery industries. At present, however, this organization is plagued with
numerous problems, including the fact that an excessively wide range of services is
offered, resulting in overall mediocrity. Today, as the Philippine metal engineering
industry begins to enter an important phase of development, the following areas should be
reexamined: 1) future directions for R&D, testing, and technological guidance
organizations in the metal engineering sector; 2) the functions required of MIRDC; and 3)
the necessity of (,reatmg new orgamzanons other than MIRDC in some spec1fic areas.

4) The Need for Standaldlzatlon of Dies and Die Components

In the Philippines the BPS (Bureau of Product Standdrds) is respons:bie for
industrial standards and standardization, The BPS established Technical Committee (TC).
42 for the die making sector, and standards are being drawn up, Furthermore, 37 types-
of JIS (Japan Industrial Standards) have been adopted as PNS (Philippine National
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Standard). In the future, creation of an environment providing for the actual use of these
standards in business transactions and promotional activitics to spread awareness of the
standards will be needed.

5) The Need for Training and Securing of Engineers and Technicians '

In general, die and forming engineers in the Philippines suffer from a lack of basic
die-related expertise, and there is virtually no mastery of die engineering technology.
What is needed today is an improvement in the skill levels of engineers and technicians
currently employed in the die making industry. This will require measures such as the
following: ‘1) opportunities for managers and persons responsible for technology
development to comie into contact with facilities, production technologies, quality control
and management at advanced foreign companies; 2) appropriate incentives for talented
engineers and skilled laborers; 3) improvements in university-level education; and 4)
expansion of content at related vocational education and training institutions such as
NMYC (National Manpower Youth Council), the Meralco Foundation, and Don Bosco.
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2. Wooden Furnitare Industry
2-1 Surnmary of Study
2-1—1 Current Situation of the Wooden Furniture Industry

(D The number of furniture manufacturels in the Philippines totals. apprommatciy
15,000, More than 60 percent of these are said to be cottage industries with capital of no
more than 250,000 pesos. The development of the couintry’s waoden furniture industry
has been fuelled by domestic demand. Local demand for furniture in the Philippines can
be divided into two categories: those products intended for low- and middle-income
groups and those intended for high-income consumers. In addition, demand from hotels
and U.S. military bases throughout the Far East including the Phlhppmes rcpresents a
large market for medium- and high- gradc furniture. ‘

(2) Structural features of the wooden furniture industry mclude a tendency toward
specialization in carved or antique furniture, 2) a labor-intensive production on order
system, 3) a wide variation in the size of manufacturers, 4) the strong tendency of small
and medium enterprises in provmmal areas to operate as subcoentractors, and 5) a
substantial volume of exports in the form of sanded frames, mainly carved chairs.

Some rattan furniture makers are attempting to develop speciality (combination)
furniture or wooden furniture because of the unstable supply of good quality raw rattan.’

According to BOI's Sectm al development study of the furmlure industry, roughly
90 percent of the rattan and cane furniture is destined for the export market, with the
remaining 10 percent sold locaily. This is in contrast to the case of wooden furniture, of
which only 10 percent is exported and the remaining 90 percent is sold on the domestic
market.

(3) Most of the wooden furniture makers export woodwork, mainly small items such as
fittings, ornaments and shelves, in addition to furniture. Woodwork exports in 1988
amounted to US$47.08 million, or 2.7 times the value of wooden furniture exporis
(US$17.57 million). The main markets for Philippine-made wooden furniture include
the United States, which accounts for more than 60 percent of the total, followed by
Japan, Hong Kong, Australia and the United Kingdom. If the latest boom in
construction of hotels and office buildings continues, manufacturers will make an effort
10 meet increasing domestic demand and then reduce exports.

{(4) From the viewpoint of promoting export-oriented development, manufacturers can be
classified into the following groups according to their location, size, production
technologies and financial capabilities.

. 1) Group A:

Located mdmly in Metro Manila and its surrounding areas, Pampanga, Bulacan,
and Cebu, firms in this group produce furniture of traditional Western European or
Chinese stylc and are particularly noted for their carving techniques. They can be divided
into four sub-groups, Al - Ad, according to their size, export ratio, manufacturing
technology and production facilities.

a. Group Al:
Mainly large-sized manufacturers located in Metro Manila and its surrounding
areas, firms in this group are trying to produce high-grade furoiture including
products for export. Some firms in Cebu also fall into this group. These are
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rattan furniture manufacturers who, foreseeing a future downtum in the ratian
furniture market, have moved into wooden furniture. -
Mechanization has progressed in this group, with the excepnon of the
finishing process including coating, and maintenance systems for equipment
are well arranged. Process supervisors and special staff for QC are
responsible for quality control. Finus in this group can raise operating funds
with relative ease because, in addition to their large size and sufficient
collateral, most of them can gét loans from parent firms or affiliated firms.
Most shlpmcnts are made in the form of sanded frames.

b. Group A2:
Firms in this group are medmm sized furniture manufactulels trying to
produce medium- and high-grade furniture, including products for export.
They fall somewhat behind the companies in Group Al in terms of product
quality. Most are located in Metro Manila and its surrounding area, with some
found in Pampanga and Cebu as well.
Compared with Group Al, machinery and equipment are generally lnsuffiment
and plant layout is not as efficient. Process supervisors or skilled workers are
responsible for quality control. Operating funds tend to be insufficient, with
some firms taking advantage of TLRC, IGLF or other public-sector loans. As
with the Al f“mns most shipments are made in the form of sanded frames.

¢. Group A3: -
Firms in this group are also medium-sized furniture manufacturers trying to
produce medium- and high-grade furniture including export items. The quality
of their products is generally high, with some being on the same level as Al
firms. "The firms in this group are located in Metro Manila and Pampanga.
Having very few machines, these firms rely on craftsmanship. Quality control
is done by skilled workers (craftsmen) Shipments-are mostly in the form of
finished goods.

d. Group A4: : o
Firms in this group are small- sized mdnufacturers trying o produce medinm-
and high-grade furniture including export items. Although their exports so far
have been small, their enthusiasm for expanding export in the future is strong.
Firms in this group are tocated around Metro Manila and Pampanga,
Although they aspire to promote mechanization, their basic machinery and
equipment are currently insufficient and the existing facilities are not fully
utilized. Quality control is done by process supervisors or skilled workers but
is limited to quality checks. Because the products are mostly simple pieces of
furniture. or small woodwork, shipments are relatively often in the form of
finished goods

2) Group B

Located in Mctro Mdmla Cebu and Davao, ﬁrms in thlS group produce furniture
and small interior articles for the low-priced market. Many small and medium scale
enterprises are engaged in lumbering or coustruction and have a strong tendency to
produce furniture and small interior items to utilize waste materials. They lack
enthusiasm for improving the quality of their products a factor which is crucial to the
promotion of exports.

3) Group C

. “This group. -consists of hlghly~mechamzed woodcn product divisions of 1arge
lumber companics located in Davao, a tumber trading center. Using machines, they are
‘engaged in the mass producnon of furniture components and building components. For
quality control and training, they use a system similar to that of Al group firms. Because
of their substantial capital, they do not find it difficult to raise operating funds.
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4) Others:

: Combmatron furniture is that using .wood as a structural. matenal and rattan
leather, marble or other materials as a surface material. -Technically, it could be
considered an extension of rattan or leather furniture. Most of combination furniture
manufacturers ave located in Metro Manila and Cebu. :

(5) Poo: quality, raw produ(,twuy and msufﬁclcncy of export marketing can be cited to
be common problems '1mong the firms currunly producing wooden furniture.

I’ he poor quality comes mainly from a lack of consciousness 1ega1dmg quahty
and insufficient mastery of basic woodworking technology.  The raw productivity is due
to delayed modernization of factory equipment and failure to establish a production
management system based on TQC. Insufficient approaches to export' markets and
weakness of product development ability mcludmg design hinder attempts of export
marketing. The assistance of official orgamzatlons as well as self-help efforts by firms
are necessary to solve these problem'; in the development of the industry and the
promotion of exports.

(6) In the qucsuonnalre survey, abom 60% of all 1eqpondent firms cite the 1mprovemem
of the financing system as an external condition for successful expert promotion,
Regarding industrial policy, 70 percent of all firms call for the improvement of the raw
material supply system., The next most common response was guidance and training for
the improvement of praduction technology. By group, many firms in the A3 and A4
groups request market-related training. With regard to the export policy, requests for
holding of trade fairs and the collection of information about overseas products and
markets are strong in all groups. In Al and A2 groups, many firms Lons1dcr the dispatch
of trade missions as important as the above stated demands.

2-1-2 Policy for the Development of the Wooden Furnitur e Industry and Industry
Associations

(1) In the 1984-87 development plan; furniture was designated as a priority export item
together with clothing, electronic components and other non-traditional export items.
Furniture remains a priority item in the current mcdlum term development plan (1987-
92).

(2) The furniture industry is designated as: 1) a domestic resource utilization industry, 2)
a labor-intensive industry, and 3) a short-term strategic export product.-

(3) In 1987/88, the Philippine government implemented sub-sector surveys as part of its
sectoral approach to economic devetopment (10-year plan). Furniture was one of the
seven industries first announced which indicates the gredt expectanons placed upon it.

(4) According toa I FI/BOI position paper regarding the 10-year sector development
plan, annual growth of 22 percent is expected in the export of wooden furniture during
the 1988-97 period. - This indicates that great expectations are bemg placed on the
mdustry for the earning of foreign currencies.

(5) Implementation of the 10-year development plan is behind schedule due to a shortage
of financial resources and other factors. However, the above-mentioned position paper
points out that the Chamber of Furniture Industries of the. Philippines (CFIP) is engaged
in industrial activities on a national scale. Cooperation between the government and thc
industry for the nurturing of the furniture industry is currently expanding.
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2-1-3 Export Markets

(1) Global wooden furniture imports are expanding smoothly.  According to United
Nations statistics (excluding the United States), global imports of chairs and chair
components in‘the five years between 1983 and 1987 grew by an annual average of 18.1
percent. Imports of other wooden furniture and components grew by 12:4 percent.
Overall, global wooden furniture imports in 1987 totaled US$10,853.02 million.

According to the Department of Commerce of the U.S., the U.S. in 1989
nnported $1.9 billion worth of wooden furniture.

(2) "1hc share of Asm (mcludmg Japan, Hong Kong and R. Korca) in global furmture
exports is low at 6 percent for “chairs and chair components” and 5 percent for "other
wooden furniture." However, remarkable export growth has been recorded by the
ASEAN nations. In the five years between 1983 and 1987, Indonesia's exports of
"chairs and chair 'componcnts grew 20 times, Thailand's 11 timcs, and the Philippines
1.8 times. In the category "other wooden furniture and components,” exports from
Singapore and Thailand nearly doubled, and those from Malaysia, Indonesia and the
Philippines grew at the range of three to fom times.

(3) The Japanese Market '

. Japanese imports of finished wooden furniture in 1989 amounted to about $500
million {a 35 percent increase over a year earlier) and imports of components amnounted to
around $76.92 million (a 25 percent rise). By item, legged furniture was dominant, with
chairs accounting for 34 percent and desks and tables 23 percent. Miscellancous
furniture including sideboards, chests and wardrobes accounted for 21 percent.

Vast differences in social customs, lifestyles and housing conditions can be found
between Japan and other nations such as Western Europe, the U.S. and Asian Pacific
regions. Therefore, a thorough grasp of the characteristics and needs of the Japanese

market and carefnl attention to them are necessary to penetrate the market. Poinis to note
regarding import transactions include: 1) price, 2) delivery schedules, 3) processing of
claims and 4) sales promotion activities including after-sales service.

Most imports from Asia are dining-related articles, predominantly products
manufactured on assignment with designs provided by Japanese firms.

In Yapan, a common conception is that Philippine furniture is synonymous with
rattan furniture. This indicates insufficient acknowledgement of wooden furniture.
According to-a questionnaire survey on the Japanese furniture industry carried out as part
- of this study, the evaluation of the Philippines as a production base for wooden furniture
is generally low. The survey results showed that Japanese importers are of the opinion
‘that: 1) because. it is strongly oriented toward the U.S. market, the Philippines does not
- meet the needs of the Japanese market; 2) rattan furniture is predommant with little
wooden fumiture produced; 3) there is a difference in the basic perception of quality; and
4) local sub materials cannot be used-for export production because of poor quality and
good or high-grade sub materials must be imported. In addition, the current level of
industrial technology in the Philippines is not well known and anxiety remains regarding
peace and security in the country. - Thus, the general opinion of the Japanese furniture
industry is that the Philippines has not reached the stage where it can be regarded as an
overseas production base for Japanese makers.
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(4) United States -

In the past, many U, S. manufacturers have been eritical of imports. Recently,
however, they have begun to import both parts and assembled pieces — on an OEM
basis — from the Asian region. Imporis of wooden furnitare in 1989 amounted to $1.9
billion with Taiwan accounting for 32.7 percent.” Five major supplying nations —
Taiwan, Canada, Italy, Yugoslavia and Mexico — combined accounted for 67.3 percem
of total 1mp01ts

The shares.of the ASEAN nations were 3. 1 pelcent for Thailand, 2. 6 percent for
Singapore, 1.1 percent for Malaysia, 0.8 percent for the Philippines and 0.4 percent for
Indonesia. Imports from Malaysia and Thailand have increased remarkably in recent
years. Rattan furniture accounted for 75 perc,ent of furniture 1mp0rts from the
Philippines.

Notable points in the imported furniture m_drket of the U.S, are as follows:

1. Moves by the ASEAN nations toward banning the harvesting of mahogany
and other varieties of high-grade lumber have resulted in fears concerning the
supply of raw materials for hardwood furniture. In terms of woodwork and
carving' techniques, Thailand, Malaysia and Indonesia will become

~ competitors of the Philippines.

2. The trend toward upgrading products from low-end goods has progressed in
the area of ready-to-assemble furniture. For the Philippines to expand their
share in this market, modernization of factories, strengthening of training for
“workers and practical sales promotion activities will be necessary. '

3. Combination furniture is expected to become increasingly popular-in thc
1990s. Specialty stores will be uullzed as the sales channel fox combmatmn
products.

4. Scandinavian fmmtule is a typical example of LOIltempOIary/modem furniture.
PﬂCES vary greatly between hardwood and plywood products

Important factors in sales promotion in the U.S. are part1c1pat10n in the
international "High Point" furniture fair and establishment of a permanent office to be
used as a base for sales promotion and market research.

2-1-4 Competing Nations in the Asian Region
(1) Thailand

The number of furniture factorics 1egmtcred with the Mmlstry of Industry has
grown rapldly from 243 in 1975 to 1,270 in 1987. The Thai furniture industry began to
develop its potential as an export sector in the '1970s, This came as a result of the
following factors: 1) parawood first came to be used commercially as a furniture material
10 years ago; 2) the BOI designated the. rubber products sector as an industry for
investment promonon and 3) the Thai government emctcc! a ban on the export of logs in
1977. :

The mass production of furniture has a short history in Thailand and when firmS'
seek to expand operations they-find it difficult to secure manpower, particularly skilled
technicians. The Thai Furniture Industry Association is proceeding with measures such
as the establishment of woodworking technique courses in local middle and high schools,

In its investment incentive programs, the BOI distingnishes between rubber tree
products and non-rubber tree wooden furniture. The incentives for rubber tree products
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vary depending on such factors as geographical location, export ratio, industry
classification, annual foreign exchange earnings or savings, and the number of
employees. The incentives for manufacturers of non-rubber tree wooden furniture target
those firms producing primarily for export. They vary depending on the number of years
the firm has been in operation and its export ratio.

(2) Indonesia -

. The wooden furniture industry has recorded steady growth during the past five
years. The number of furnitire manufacturers- grew from 154 in 1988 to 204 in 1989.
Particularly remarkable is the expansion of exports, with the wooden furniture exports
growing from 2,503 tons in 1987 to 13,419 tons in 1989. Behind this rapid growth are:
1) export restrictions on logs and lumber; and 2) the moving to Indonesia of furniture
industries from Taiwan, Singapore and other nations in response to the export
restrictions. - : : : '

Among the activities of industrial organizations in the country, the development of
cooperatives is notable. In August 1988, the Indonesian Furniture Industry and
Handicraft Association (JFHA) was established as a link between government and private
industry. IFHA is holding seminars concerning technology and business practices,
publishing member directories and organizing or participating in trade fairs both inside
and outside of the country. In the field of industrial development, IFHA, together with
the Ministry of Industry and the Ministry of Trade, is playing a central role in urging
other government agencies to pronmote seminars, campaigns and other regular activities
.concerning production, management, marketing and exhibitions.

(3) Maléysia

. The wood processing industry was singled out in the 1986 Industrial Master Plan
(IMP) in which a program for the development of the industry via higher added value
was outlined. Firms in the wood processing industry are eligible for a pioneer certificate
and an investment tax holiday. A tax deduction amounting to 40 percent of corporate
income tax and 5 percent of the development tax is allowed for the first five years of
operation.

An industrial estate for furniture manufacturing was established in Banting,
Selangor, with the aims of promoting the development of the industry and reducing
production costs through the joint utilization of facilities and lower transportation costs.

o In prcparation for the ex.pecte'd_ shortagé of skilled labor in the industrial estate, the
Malaysian Industrial Development Authority (MIDA) is planning fo establish a carpentry
and woodworking training course in cooperation with Italy.

To finance exports, there is an éxport credit refinancing scheme. Firms are
eligible for low interesi rate loans (4 percent as of 1989). The maximum refinancing
period is four months and the loans are limited to M$5 million per company.

(4) Republic of Korea

Seventy percent of all R, Korean furniture exports are destined for the United
States and Japan and 70-80 percent of this amount is on an OEM basis. Most OEM
exports to Japan are wide-variety, small-volume orders, and most of the products are
small in size and unique designs. Both quality and pricing are thoroughly investigated
before a decision is made.
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Recently, a growing number of R. Korean firms have been inviting’ deelgncrs
from Italy, Switzerland and Sweden and hiring local industrial design spcomhsts in'an
attompt to develop new p;oduols and onglml dosxgns

In response to mounting pressure from the Umted States and othor mdustrlahzed
nations for the country to open its markets, various export-assistarice programs have been
faded away substantially. The wooden furmturo industry has thus been forced to work
alone to exploit export markets. Having established basic targets of US$500 million in
exports by 1992 and a place among the top ten exporters in the world, the industry is
working to; 1) facilitate the supply of raw materials; 2) promote improvement of product -
quality and technological development 3) develop overseas markets; and 4) promote the
specialization and affiliations in producuon Systems.

Information concerning foreign markets is collected through participation in
overseas furniture trade fairs and the dispatch of fact-finding missions abroad. In
addition, market information supplied by KOTRA (the Korean Trade Center) is utilized.

2-2 Issues
(1) Increasing Quality-consciousness

_ Most of the wooden furniture manufactured in the Philippines has yet to reach
.international quality standards. However, due to insufficient research and study of
export markets, manufacturers in the country are not fully aware of this fact. Increasing
consciousness of quality is more important rather than technological improvement in
solving this problem. In relation to expanding exports, this point cannot be emphasized
enough.

Research and study on quality is necessary equally or more than study of product
design for the promotion or expansion of exports. It should also be noted that product
grades and quality standards differ from country to country and thus from target market
to target market. :

(2) Mastery of Basic Woodworking Technologies

Jointing and coating are basic woodworking technologies to be mastered for the
improvement of quality and the upgrading of products. -The spread of dowel jointing will
become possible through cfforts by furniture makers and the indusiry as a whole while
ttie improvement of dowel materials and diversification of size will become possible
through the cooperation of dowel suppliers. Regarding adhesives, density standards
should be established to enhance bonding strength. In the area of coatmg, mechanization
and study of paints are necessary. In sanding, a part of the coating process, it is
necessary to master sanding methods in accordance with procesmng

To master basic nmnufacturmg technology for furniture and zmprove prec151cm in
processing and work efficiency it is necessary to continually study the basic knowledge
and know-how concerning furniture manufacturing technologies from start to finish such
as lumbering, drying, basic work including mechanical processing, adhesion,
grinding/sanding, assembling and coating. Particularly important from the viewpoint of

safety are appropriate use of jigs for basic work and Opezanon and mamtcnance of
machines.
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(3) Introduction of Production Management Technologies

It is necessary to intreduce production management technologies — technologies
involved in producing a good quality product at a low cost and delivering it on schedule.
This is particularly crucial in the export business where international competitiveness is
iportant, : o : :

Directors, managers and supervisors, who form the nucleus of the company,
should study practical production management (process management, work analysis,
quality control, material control, transport control, cost analysis, etc.). Among the series
of production management technologies, quality control is particularly important and
should be dealt with immediately. The introduction of know-how regarding quality
control will contribute not only to the betterment of quality but also to the improvement of
worker discipline, rationalization of production processes and reduction of costs.

(4) The Need for Modernization of Facilities

To achieve uniformity of quality and improve processing precision and
productivity, the modernization of facilities is required. In the Philippines, it is necessary
to: 1) promote mechanization of production processes; 2) introduce comprehensive dust
collection equipment/facility; and 3) improve and enhance kiln dryers. To improve the
quality of export products in particular, it is crucial that kiln dryers be installed.

Manufacturers engaged in the production of traditional furniture should not
depend solely on manual processing and general-purpose machines. If they introduce
advanced and powerful machines for bending, copying, carving and other processes,
they will be able to manufacture higher value added products, expand production volume
and shorten delivery. time, thus further enhancing their competitiveness. It will be
necessary for small enterprises to consider joint purchasing and utilization of these
facilities.

(5) Study and Facilitation of Imporis of Plywood and Auxiliary Materials

Study of the quality, variety, prices and uses of plywood and auxiliary materials
(adhesives, paints, metal fittings, etc.) is required for the upgrading of products and
expanding export of finished goods.

Regarding auxiliary materials, it is desirable that import procurement be facilitated
through a reduction of customs duties in the short term and that procurement be shifted to
domestic production once local demand has grown sufficiently.

(6) Arrangement of Study and Training Systems in the Furniture Industry

- Improvement of the existing curriculum and system for study and training is
currently under examination centering around CFIP on the basis of the contemplated
Furniture Industry Training Board.

Training facilities are currently concentrated in Metro Manila. It is desirable that
basic machinery and equipment be set up in the other main furniturc producing areas such
as Pampanga and Cebu and that facilities for guidance on their operation be established.
-(7) Enhancement of Export Marketing Activities

The Philippine wooden furniture industry, having relied for a long time on
business negotiations with visiting buyers or production on order/subcontracting, has
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paid little attention to the development of products which meet market needs and sales
promotion activities. Most firms have not even prepared company profiles or product
catalogs and there are few companies with specnﬁc d1v1310ns engagcd in ihe collection of
information on overseas markets. S

To carry out effective export mdrketmg, actxve approaches o buyers and efforts 10
satisfy a variety of buyers' specifications are called for. In addition, the collection of
information; research and study of export markets as well as participation in or
observation of international trade fairs both inside and outside of the country are
necessary. Priority in sales strategies. should riot be placed on short-term profits but on
'the improvement of quahty and technologles and the expansion of markets.

&) Improvement of Product Dcvelopment Ab]hty

The relative lack of demgn developmcnt ablhty is largcly the result of the systcm
of production on order. To improve design or product development ability, training of
industrial designers who are well versed in the structure of furniture and in the limits of
its manufacturing technologies is necessary in addition to research and study of designs
in overseas markets and the mastery of design and drafting know-how. -
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g, T-2-1: Schematic Representation of Wooden Furniture Industry Promotion
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3. Computer Software and Services
3-1 Summary of the Study
3-1-1 Current State of Computer Software Development Industry

(1)  There are reportedly about 300 software development and data entry companies in
the Philippines, of which there are about 150 major ones. They employ an estimated
20,000 to 30,000 workers. The industry is a new one, with most companies having been
estabhshcd about 10 years ago.

(2) Hardware Enwronment

There are about 1,000 mainframes and minicomputers installed, of which about 60
percent are IBM. While there are no official statistics, it seems that there are about
100 000 personal computers.

Computers are sprcadmg in use to a wide range of fields such as manufacturing,
distribution, finance, educational institutions, and the government sector.

(3) Software Environment

The developmcnt companies may be classified into forcign affiliates, large sized
domestic companies, and independents. The work engaged in is mostly development of
applications software, with some systems software. The costs required for development
are one-fourth to one-fifth those of Japan, The domestic market was worth an estimated
US$10 million in 1988. Export destinations include mainly such English speaking
regions like the U.S., Canada, Europe, Australia, Singapore, and Hong Kong. Exports
by BOI registered companies in 1989 totaled about US$3.48 million.

To develop the export markets, CITEM and other organizations are participating in
exhibitions and dispatching missions.

(4) Data Entry

Data entry companies may be classified into specmhsts in offshore work, .
specialists in domestic work, and divisions of companies. Most of the data entry is of
texts and numerals. Strong points are the low costs and the large numbers of workers
familiar with English and keyboards

They are oriented overseas stronger than software development companies, and
the U.8. is the largest market, but the Caribbean countries, India, and Sri Lanka are
strong rivals. Exports by BOI registered companies in 1989 totaled about US$8 49
million.

Many companies' transactions are done using magnetic tapes or floppy disks.
Only one company utilizes international telecommunications for transactions. The
accuracy rate is said to be between 99.95 percent and 99.99 percent.
(8) Development Policies |

The National Information Technology Plan (NITP) has been established to

promote computerization, but it is not provmg effective due to shortages of manpower
and funds. :
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Software development and data entry are recognized as nonpioneer status and
investment incentives are available for them. There are 16 companies registered with the
BOI for software development (of which five are foreign affiliates or joint ventures) and
13 data entry companies (6). '

In 1988, the Electronics Sector Plan was announced, but the government has been
behind to tackle ‘comprehensive measures for industrial promotion. ,

(6) Industry Organiza_tions

Industrial organizations at present include the PCS for the information industry,
the PSA for software development, PADEC for data entry, and the ITAP for hardware.
Each of these organizations engage in activities such as exchanges of information and
presentation of opinions, but they have not sufficiently organized or have difficulties in
grasping the interests of their industries.

 Future issues for consideration include obtaining grasps of the states of the
industries, strengthening exchanges with corresponding overseas industries, and financial
guarantee Systen.

3-1-2 State of Export Markets

(1)  In the global computerization, computers are downsizing and information
processing speeds increasingly faster. Along with this, construction of network systems
and integration of different systems are becoming trends in software development, so it is
expected that demand will increase for network development and systems integration.

(2) Japan

Software sales totaiéd about 1800 billion yen in 1988, .of which about 90 percent
was developed on consignment, In the future, development will probably increase for
software for work stations using UNIX as operating systems. In the field of data eniry,

increasing use will be made of OCRs, OMRs, and voice and intage input, so detnand may
decline over the long tem.

Japan is suffering from a shortage of SEs, SAs, and other advanced level
engineers. By the beginning of the 21st century, a shortage of 970,000 engineers is
anticipated. '

‘The internationalization of the Japanese economy is being accompanied, in the
software development industry, by brisker business with other countries such as
consignment of work, joint development, and receipt of trainees, Many companics are
interested it a division of labor with the Asian nations and some of them are interested in
the Philippines, but most companies would like to know more about the Philippines due
to insufficient information. '

3) U.S:

: The software development market is considered to have been worth US$24 billion
in 1990. In applications software, high growth has been seen in CAI and other
educational systems, engineering, and development accompanying systems integration.
Further, in systems software, there has been remarkable growth in applications
development support tools.. . . =

- In the field of data entry, some U.S. companies have done their work in the
Caribbean. These countries are competitors for the Philippines.
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The U.S. companies evaluates the Fxhpmo softwale development mdustry as
having low wages for programmers, having superior programmers, and being able to .
assemble large numbers of programmers in short time periods. However, they also hold
such negative impressions as it is difficult to have the analysis and basic de31gn performed
in the Philippines, the ability of the Philippines to manage projects is uncertain, the
Phlhppmes lacks the latest technical knowhow, and ‘the political situation is unstable.

(4) Canada

The information service market was worth C$4,989 million in 1989, Growth is .
anticipated in the future in the fields of software development and systems integration.
Demand for data entry has been leveling off, but construction of data bases is seen as a
promising field. S . iy .

About 80 percent of the imported software is American. The Philippines and other
Asian countries are not well known, However, the Canadians view the Filipino software
industry favorably, considering that costs are low, programming is superior, and Filipino
companies would not compete with Canadian software compames

(5) Others

The information service market in Western Europe in 1988 was worth an
estimated US$43 billion. EDI and other network services and systems mtegratlon are
considered growth ficlds. :

Ausiralia had a software market worth A$2.3 billion or so in 1988, That couniry is
tackling the promotion of its information industry to strengthen its international
competitiveness and promote exports of software, but faces shortages of mfonnatlon
engineers and therefore considers training of manpower an urgent task.

3-1-3 State of Nearby Countries
(1) Singapore

Singapore has established its National 1T Plan and is tackling the promotion of its
information industry. In 1989, it had 6,000 mainframes and minicomputers and 90,000
microcomputers. There are reportedly about 100 software houses and 8,300 information
processing experts. Computerization is well underway, but soaring personnel costs and
shortages of software engineers are posing problems. One means for promotion being
used is subsidies for software houses. These subsidies are used to offset personnel costs,
educational costs, and computer usage fees. -

(2) I‘ haitand

In 1989, Thailand had about 132,000 computers installed, of which about -
130,000, the overwhelming majority, were personal computers. There are about 100
software houses and about 27,000 computer technicians, but many of these are data entry
workers and programmers. There are some 2,000 systems analysts

The government is trying to promote software as an export industry and wﬂl
probably devise comprehensive measures for promotion in the future. Thailand has no
laws for the protection of intellectual property, so the government is working to establish
such laws.

(3) India
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India is tackling the promotion of its software industry and exports of software,
There are about 150 software houses, but most of them are small sized with annual sales
of less than US$100,000. A common way of averseas business is the dispatch of Indian
programmers to overseas project sites. The low level of personnel costs is an advantage,
but India lacks sufficient hardware, peripherals, and development tools and lacks the
funds for software development development and marketing, it has been pointed out.

3.2 Issues
(1) Lack of Hardware

There are reportedly about 1,000 mainframes and minicomputers and about
100,000 personal computers in the Philippines as a whole. Therefore, the development
environments of software developoment companies are not based on general-purpose
machines. Further, almost all computers are used as stand alone systems.

(2) Lack of Technical Capabilitics and Marketing

Most of the software companies were established about 10 years ago. At the
present time, they primarily produce applications software and some systems software,
Few companies are able to handle systems integration, which is a global trend. Further,
the software and tools used for development are insufficiently provided.

Both the domestic market and exports are still small in scale, and marketing efforts
are required.

(3) Difficulties in Capital Investment

Interest rates are high and there is a shortage of real estate and other collateral, so it
is difficult to raise funds domestically and capiatal investment is not proceeding smoothly.

(4) Lack of Development of Infrastructure

Much more improvement is required in the telecommunications lines, both general
public lines and dedicated lines, in terms of the number of lines, the quality of the lines,
and facilities. A few data entry company had introduced international telecommunication
facilities. In the future, immediate delivery of products will be required, so some
measures have to be taken in this area.

Power supplies are unstable, making it necessary to require measures to deal with
blackouts.

(5) Training of Manpower

Universities, computer schools, and the NCC serve as training organizations, but
lack sufficient instructors and mainframes and their operating systems and development
tools are not updated due to insufficient budgets.

Another problem is the exodus of manpower overseas in search of better job
conditions. -
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IV. Framework of Development Programs and
Recommendation on Programs

1. Metal Engincering (Die Making for Metals)

1-1 Framewaork of Development Program for the Die Making Industry
1-1-1 Basic Perspective

(1) Breaking the Vicious Circle

Development of the die making industry must be accompanied by development in
the parts processing industry, which constitutes the main source of demand for dies. In
the industrialized conntries in the past, growth by the parts industry has increased demand
for dies and stimulated development of the necessary technologies, thereby resulting in
die making industry growth. Promotion of the die making industry in countries with
parts industries which are still in the development stage, on the other hand, is more
difficult,

Often in developing countries, growth in the parts industry does not necessarily
benefit the die making industry, while buyers continue to rely on imported dies. This
situation is due both to limited demand for dies and a lack of related technology.

In the case of the Philippines, the existence of 1) a vicious circle between the lack
of development of processing and assembling industries which use dies and the lack of
development of the die making industry, and 2) another vicions circle between the lack of
development of peripheral supporting technologies and R&D and the lack of development
of the die making industry, which should spur the development of these technologies,
have hindered the development of the die making industry. In order to accelerate growth
in the die making indusiry, these vicious circles will have to be broken, ie., the
development of the processing and assembly industries will have to be promoted together
with improvements in die-related technology, including peripheral technologies (Fig. TV-
1-1).

(2) Interrelationship of the Die Making Industry and the Parts Industry

The Die Making Industry Development Program proposed here hopes for the
development of both the die making industry and the parts industry through mutual
assistance mentioned below.

1. To promote development of the Philippine processing and assembly industries while
making full use of the international development process of the world processing and
assembly industries. :

2. To achieve the transfer of technology to the dic making industry and to upgrade the
industry by strengthening linkages with the local processing and assembly sectors.

3. To attempt qualitative and quantitative improvements in the parts (processing) industry
based on improvements made in the die making industry.

In order to achieve this type of development, the following two points will have o
be achieved: :

1. To prepare an investment environment in which the Philippines is viewed as a base for
international operations by the processing and assembly industries.



2. To achieve certain 1mprovements in the areas of technology, management and
production management, thereby creating opportunities for the utilization of the Philippine
die making industy as a partner by processing and dssembly ﬂrms

Inn addition, the followmg points shonld also be taken into consideration:

1. The 1mportance of the contribution of foreign advanced companies
2. The importance of the promotion of local core companies
3. The importance of small business promotion policy

1-1-2 Targets of Development Program

The posmon of development projects in the development stage of die making
industry is shown in Fig. IV-1-2, .

(D Developmem Stages of Dle Making Industry

- 'This development program assumes the following three stages of development for
the die making 1ndnsrry ,

First stage: The local parts industry has not yet developed, and demand for die is limited.
Only a small number of die manufacturers make attempts to expand their operations, and -
users rely on imports or in- -house fabrication for their dies. In this stage, the government
should provide assistance to those firms trying to improve and expand and help them
develop into firms which will become the core of the industry.

Second stage; As parts processing mdusmes become mcreasxngly aware of developments
in the Philippine die making industry, domestic demand for dies will begin to increase.
More firms will begin paying attention to die making business and embark on efforts to
modernize. In this stage, the government should provide various forms of assistance to
facilitate these 1nd1v1dual effons

Third stage: Parts processing industries begm fuil development domesncally Die
demand increases, and development of original technology and management techniques in
die manufacturer is carried out through tie-ups with users, etc. Since commercial
activities come to the fore during this stage, the government's role should be primarily to
prepare a system capable of providing the various types of assistance requxred by
individual companies during the course of their development

In this way, from the perspeetive of official assistance, in:the short term, it.is
important to 1) provide, in the first stage of development, assistance primarily to
companies interested in positive growth as die making companies and 2) start work, in the
official assistance considered essential in the future along with the development of the die
making indusiry, on projects requiring massive investment, and other projects requiring
the activities of numerous organizations in the preparatory stage. In the medium and long
term, it is important that the support required for development of the die. ‘making industry
be provided. In the second stage, it would be important to improve 1) the system for

guidance of a number of new entrants into the industry, 2) the system for supply of the
skilled laborers necessary for the increase in the amount of business, 3) the system for
raising the funds required for the replacement and: introduction of new machinery and
equipment according to need, and 4) the system of supporting industries assisting the-
work of the many eompanies in the industry. Further, at the third stage, it would be
necessary to ensure that the various systems continned to run well and beoame more
sophisticated along wnh the development of the industry.

(2) Establishment of Targets
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1) Short-term Targets . o

Componenis currently being produced in the Philippines are limited to
technologically simple small and some medinm-sized parts. The dies which can be
procured locally are limited to punch types, bending types, and shallow-drawing types.

From the standpoint of die demand, most of the automobile assemblers with
operations in the Philippines have embarked on in-house production of components and
dies due to the lack of suitable domestic machining companies.” It -is therefore
recommended -that the Philippine die making industry should first set its sights on
achieving the ability to satisfy such demand for auto parts etc. That is, as start term
targets, it would be desirable for the industry to be able to fabricate dies 1) with high
precision; 2) applicable to drawing parts with three-dimensional cutved surfaces; and 3)
used for fabricating medium-sized dies. : : '

If these levels can be achieved, the fabrication of dies for large components will
become technologically feasible simply through the purchase of the necessary facilities.
Since the facilities for production of dies for large components require sizeable
investment, however, this will be possible only after significant growth in demand. 1f
these short-term targets can be achieved, the fabrication of dies for electrical product
components will become possible, and the transition to the fabrication of molds for use in
plastic molding and die-casting could then be easily achieved by improving die
engineering capabilities.

2) Medivm- and'Long—t_cnn Targets

. For the time being it is difficult to expect any sizeable increase in dic demand in the
Philippines. Development of the local die making industry, including the press die,
molds for plastics and die-casting, is expected to proceed naturally assuming the
achievement of the short-term targets and the increase of demand.

: Therefore, as the medium and long term target of the die making industry, it is
desirable to fabricate dies for the electronic component industry, which is currently
already growing tremendously on a consignment basis in the Philippines. By achieving
this, the technical level of the die making industry would be greatly improved. Further,
the fact that the demand exists domestically is extremely advantageouns. Unfortunately, it
would not-be easy.-by any means for this level to be achieved, judging from the current
level of the Philippines. Further, there would probably be considerable hesitation among
the users over switching from imports. After the short term targets are achieved,
however, interest of the users in the local die companies could be expected to rise and
demand to surface. -

1-1-3 Framework of _De’vélop_tﬁeni Program

~In accordarice with the basic perspective described above, the effective promotion
of the die making industry in correspondence with the development of user industries will
require following measures: - ,

1. Improvement of production technologies and production management technologies in
the die making industry . S
- 2. Promotion of the processing and assembly industries
‘3. Promotion of tie-ups of dic making companies with advanced overseas companies
4. Establishment of a government agency for integrated basic policy planning and
“implementation for industry development and assistance, and strengthening of a liaison
organization by the indusiry . -



In addition to these measures, the enhancement and increased effectiveness of
financing system is needed for small and medium-sized business promotion.

1-2 Reconimendation on Program
1-2-1 Qutlines of Project

“The relationship between the tasks of development and the recommended projects
for the achievement of the tasks is shown in Table IV-1-1. The details, necessary
conditions and recommendations for 1mplementatton of individual devclopment pro;ects
are shown in Table IV-1-2.

() Estabhshment of Orgamzatlonal Set-up of Government Agency and its anlson System
on the Industry Side :

Development of the die making industry will require the strategic development of
the metal engineering industry as a whole, including the processing and assembly sectors.
A recommendation should thus be made to designate a specific government agency
expressly for the promotion of the metal engineering sector and efforts made to achieve
the inter-agency coordination required for implementation of such recommendation.
Furthermore, the implementation process should be monitored and government poitcy
modified or expanded as necessary by the agency.

In order to achieve this, it is recommended that the followmg projects be
implemented.

-- Establishment/Assignment of Government Agency for Industry Policies
Planning/Monitoring

On the industry side as well, a system is recommended to be set up.to act as a link
with these government activities, Existing organizations include MIAP in the metal
engineering sector.and various industry assoclations in the processing and assembly
sectors. Basically, these organizations already function in this way. Hence it is important
that the progrars be implemented via the cooperation of these associations further, and
that these dssocmnons be strengthened during tbe course of implementation.

(2) Improvement in Production dnd Management chhnologtes for the Dle Maktng
Industry

Rapid improvements in die technology will require the transfer of technology from
foreign corporations. This type of transfer is most effective when carried out through tie-
ups between individual companies. Tie-ups between local firms and foreign companies,
however, presuppose a degree of technology and management capacuy, or the potentlal
for such capacity, on the pari of the local firm. This project is designed to improve
technological standards of existing die manufacturers at the current stage, where the
domestic parts mdustry has-not yet been developed, and thereby create a’ deiS for the
promotion of future tie-ups with foreign companies.

Given the current status of the Phnhppme die mdkmg lndustry, thc followmg
activities will be needed for the i 1mprovement of technologlcal standards :

1. Since the orders which can be taken are limited by current quahty standards, there isa
lack of awareness concerning technology-related market needs.  Obtaining an accurate
understanding of these needs and ways of responding to them will require the diagnosis
of problems at the individual company level and transfer the technology for dealing with
the same. This corresponds with the need to promote core companies. :



2. In addition, a team of instructors capable of carrying out the technical guidance
required by the market should be nurtured in prepar'mon for the future development of the
die making sector,

3. Companies incapable of pmchasmg the facilities required for fabrication of
sophisticated dies should be provided with financial assistance, regardiess of the limited
demand for sueh dies at present

The followmg pmJects would be effecuve in 1mp1ement1ng these activities:

L Adv1sory Progect for Upgradmg Technology and Product Quahty

This project is designed to promote core companies capable of satisfying market
needs in terms of production technology, production management, and quality control. Tn
addition, it will provide for the training of a team of technical instructors in preparation for
future deve]opment

2. Project for Suitable Modem Dle M'lkmg Pactm y Recominendation System

~ Once a reasonable number of "modernized” companies have emerged to function
as the core of the industry and local orders for sophisticated dies begin to increase, a
system will be established to recommend as "modernized plants” those factories which
have achieved certain standards. This system will: 1) facilitate user decisions concerning
suppliers; and 2) actasa enmulus to modernization efforts at other firms.

3. Project for Establishment of a Metal Engineering Industrial Estate

By establishing a technological infrastructure and ensuring easy access to this
infrastructure, this project will result in a greater number of modernized plants and
prepare a production system capable of satisfyin g user needs.

4. PrOJect for Establishment of a Die Mdkmg Industry Assistance Center

The center will purchase advanced facilities which are too expensive for individual
firms to possess, provide for the training of skilled laborers in the operation of advanced
machinery, and carry out technical gmdance for the die making industry in areas such as
die engineering. ‘

5. Promotion of Die/Mold-Related Standardization
Efforts are needed to promote standardization, in particular the dissemination of
industrial standards, and the establishment of facilities for materials testing, etc.

(3) Development Program for the Parts Processing and Assembly Industries

Past programs seeking to raise local parts content ran into the wall of economic
inefficiency created by limited local demand and, in the end, resulted in the production of
over priced parts. The auto industry, for instance, was reqmred to use these costly
domestic parts and as a result became unable to continue operations w1thout excessive
government protectlon :

This has been caused, in part, by poor strategy in policies, but also by the lack of
sufficient international procurement of parts by the assembly industries, such as seen
today.

Now, however this type of mlernatlonal procurement of parts is being actively
carried out.- During implementation of this recommendation, the following points
concerning domestic development by the parts processing and assembly industries should
be kept in mind:

1, I‘he mtematlonal d1v1310n of labor currently being instituted by the parts processing and
assembly industries should be encouraged and efforts made to utilize it.



2. Policies for the protection of locally-produced products and intermediate materials
should be eliminated in principle. Instead, exports should be encourdged to achieve
sufficient productlon volume for those parts procesbmg sectors requlrmg economzes of
scale. :

3. Concerning parts productlon lmkdges with othex local mdustry sectors w111 be
encouraged but not forced. ' This is because there was insufficient development of a
domestic machinery industry as a result of the previous program of development of the
heavy and chemical industries using imported capital goods and, as a result, the domestic
machinery industry still cannot meet the demands for productlon of parts of the modern
assembly industries. Further, the quality of domestle ferrous metals is pom and it is
inappropriate to force their use.

(4) Activities to Promote Tie-Ups with Foreign Die Manuf'lcturers :

The promotion of tie-ups with foreign eompames is the most effective means of
speeding up technology transfer. It is hoped that implementation of the above-described
projects will result in improved technological standards at local firms and increased local
dernand for dies. Based on these conditions, foreign die manufacturers will be introduced
to prospective local partner fums and ne—ups between the two groups promotod

1.2 2 Implementatnon Schedule and Priorities -

The short-term: projects can be broken down into two groups 1) those which
should be implemented immediately; and 2) those for which preparations should be begun
immediately. The latter category includes those projects which will require further studies
of their necessity, feasibility, and profitability during the preparatory process. In the case
of the medium- and long-term projects there is no need for immediate implementation or
preparations; instead, it is recommended that they be begun in accordance with the
development stages of the die making mdustry .

In addmon to these, separate studles on the poss1b1hty of estabhshmg lom
guarantee system and substantive loan programs for small and medium-sized business are
also needed.

(1) Short-term Projects
1) Projects Which Should Be Implemented Immedlately

Advisory project for upgrading technology and product quality
2 Establishment/assignment of government dgeney for industry pollcles
planning/monitoring
3. Recommendation for promotlon of metal worked parts export

2) Projects for Which Preparanons Should be Begun Immediately .
1. Establishment of a die making industry assistance center

2. Project for establishment of a metal enginecering industrial estate
(2) Medium- and Long-term Projecté

1. Project for suitable modern die making factory recommendation system
2. Activities to promote tie-ups with foreign die manufacturers

(3) Pricrity Projects

It is recommended that the followmg three pro;ects be embarked upon lmmedlately
to prepare a basis for industry development.



1. Implementation of advisory project for upgrading technology and product quality
' This will promote tie-ups with foreign companies and serve as a starting point for
the substantial local manufacturing of dies and components. It will also provide a
foundation for instruction in the areas of technology, management, and marketing.

2. Establishment/assignment of government agency for industry policies
planning/monitoring - : _ o ‘ : :

This will provide for an understanding of industry conditions, the proposal of
development plans from a long-term perspective, coordination and assistance with and to
the industry, and the systematic and continuous utilization of numerous foreign assistance
projects. In particular, development in the die and parts sectors, which are dominated by
small and medium-sized local businesses, will require a great deal more systematic and
continuous assistance from the government.

3. Start of preparation activities for project for establishment of a die making indutry
assistance center o

This center will prepare a guidance system for the technology, production
management, and management necessary for the future development of the die making
industry, peripheral technologies and facilities, and a technical/skills training system for
the advancement of the industry. Not only would assistance be provided to existing die
companies, but also the entry of new-companies into the industry would be facilitated.

The priority of each of these prjects is shown in Table IV-1-1 (above).
1-2-3 Implementing System

In the past, comprehensive promotion plans have been established for several
other cectors, but implementation of most of these was insufficient. It is extremely
important how fully these plans are implemented.

First of all, implementation efforts should not focus on the individual programs
alone. Instead, efforts should be based on an understanding of the role the projects are to
play within the context of the comprehensive program and linkages established between
the various projects (Table IV-1-1 and Fig. IV-1-2 above).

Next, organizations having responsibility for implementation of the program must
be established. These organizations should be established in advance to facilitate the
preparatory and coordination processes. Active efforts by the relevant organization will
also be required for fund-raising activities.

There are numerous steps leading up to actual implementation of the program.
Some of the program are mutually linked, and some are based on the completion of other
program, Consequently, implementation will require the establishment of an
implementation framework with appropriate management and coordination functions, and
within this framework the appropriate organizations must fulfill their assigned roles in
accordance with the implementation program as a whole. For implementation of the
present program, it is recommended that the two organizations described below be set up
as implementing organizations having promotion and coordination functions as a whole.
If a government agency for machinery and metals industry policy described above is
designated, however, this agency should join the general administrative bureau while at
the same time supporting this bureau.

1. General administrative bureau '

This bureau will follow the progress of the various projects, call up and coordinaie
related organizations at need, and make the necessary modifications in the projects. Itis
recommmended that the bureau be comprised primarily of BOI and MIAP.

Iv-7



2. Advisory committee S U R SR

' To be called up periodically by the above mentioned administrative bureau. The
bureau will report on its activities to the committee, which will then offer advice and
support for these activities. The committee should consist, of representatives from the
BOI, BSMBD, BPS, DTI Planning Group, DOST, MIRDC, and indusiry representatives
drawn from MIAP, automobile, home- electrical appliance, and electronic components
industries. The organizations represented on the committee shounid tailor their actions
based on the agreements reached by the committee. :

Implementation f rameworks for the individual projecfs are shown in Table TV-1-2
(above). .



satqunogy weadomy

9 Burem SISEIMSTI)
R EDIOGYS] -31P 10 JuItEaa0sd seastaso/m dn 159, 97 pure wedsy
Jo memoacsdny - PET ], 5T I0 BONoWmoLg v“.o%qu w%uﬂwﬁ
_ ema0ad m Ajmanyy ¢
¥ ¥ / :
oFmmIsAed o . sassomsng | SISUENG
Aq se0tatss [EoT seaszaomdn [ SeIs13A0 /M AR
~TO9] JO TOISTAGIT ‘%0 J0 nonowmoIg -1 3O monowoLy
v 1
SSLTSTPT SOUA138 P toos-gns Seprew [ % ﬂ_wﬁm i
TEOTHRY] 91 . | =meo Jusmanoid B GI0 S a :
it - e e by
Ut Tedr 1edx sured
i A . Sprom/zap Fy sured 30 TonomIg hmu_”muyuwﬁﬂnmomoﬁ a
N fesmamaasd a7 i 10 JEomBINONd o0 o0 Aiseg
: -SQmOp U 2SEILIA] [ -SICIOP UT 2595.00] |
L ._.
!
! SI0MI08 TeRRN Burrew | Burseazord -
| =m0y proop -5p 30y preep | sired g0 prewmag [ syred m oseaiony
_ T S5TIDT] TyesEAmDT | - o1 o5EaITY i AN
I
i 1
____i sanunos veadoang. | o
; T oo syl puw uedip |
; ) ; it} [l vcmcmﬁmw"c%?d_n
saLmsupm . © Supewm TP miseruen sined E PRIk i SR sl
“o1Asas EoRIgg) w-| -3 j0 doorgz “ o Bogoomes : aana0ad iz Aifrouet
5% 30 ALmyearay WRLRS JO A6 ! WARLNS JO HTT |
1 ]
1 A LA A Yy X
SpIOw/Se syed jo Soumy
30 Sapmoeyawen: Eesiie i ftnlel D
asnon [
npodu uo £|ddns oL : waden wo Liddns BOMEH] PUB UDIENYS JULSHId
Plowp JO 20U sumd Jo 90us
_ pusdop” AnEap] - pundap Aoy
. STIAIRS Farssaoosd i :
[Rorr3) 3 10§ Forpem-orp J0] e sired 10) prEmop A'.L ToNLEW MSIWOP
PUEWRP JO ypE] puTmap o you (e JTHITS 3O Hourp [H—— 10 97T T JrEwms

AnSnpu| enJes [goIuyda ) patejay

Ansnpu; Bunisw-aq

Kizgnpu] Bujgsa0sd sUEd

_ Ansnpuj Alqiuessy ARuLoew

Ansnpuy agn

J00e8-Ons Buneweaig] 10} AGaens wawidopaaaq o _a.mocau aseg r-p-aAlbig

V-9



zo0foad foxt = , , “oofosd waarGuo; 01 -Empap =5 ‘eiRmpows enBaq 2q puogs suoaEIRdar] = ‘KAIERATRD; paImomHdI 50 progg =y MOqwAs pmpaRE. PN

=0 mm.uq. bnsum%a "
X X snmsea mﬂ%uv b Muu m%mww%om : nm_m..«nuvs 1}
: aoaoEEn wodo 0wss <[ otyen jo mokwedsy - L oood PUB BLiISE3S0Id
UOTENDS 1343]
.bE?E: 10 JemAAcIdty 'E
x T raysaen
Rohoﬁua o uonomoId "7 .
X x b4 SpST jeTEE T suEdINga) pUR
IO SRINTICAT pReEIDT] ‘T $126mTus J0 Jummesy, ¢
X SEESISAS N
rerosion o oot smansies
5 X x JATIOR 5 ANSHPE KARO 1P POE SAP Jo uonez
SpaRfioers jo nomqqmmuﬂﬁ 7| -TRFRDUEIS JO HOnowolg
X X jmamoscidon :
pajepes-nonesndo poe -Amoey 7 | sonmaey ssoepmd
£3 - : . EotTEa9] Pl Funss)
IS 1013005 1 W OSIO0] T[4 qoons 10 wommAouduy o
STELIIBW 21D JO Uon
-onpoad jo vonwzEse] g
X ad 5o mooonm._om Fay )
~joddns ur ods
houux.uugn%...m% uoaowﬁuw z R wﬁ‘_“umwwﬂm
TONIIE] BOLIMOD e311331 )0 NotsECy
e anqnd Jo tnsmdoponagy T oo boond 1
% x poe 2aqnd § P T ampnsem MHojon
g0 € jo wetssaoaduy (5)
1opswen; ABo[onyne) Jm
X x X X X -ST0I0T 0] SRy a1310]
i sdn-an Jo togowosg {7)
* x x s AP p .
bS X SN OUIWLON
pue ognd 30 1eowdofearq ¢
x x X Juomdmba pue son
~TIOTJ AGEYTS jo TORsnponT T,
X x SR I 30 Bushong womdmbs puv s
o1 JO SSPuSqeme povessony Cf | -TIDU] JO DONCZISDON 7
x * ® * 10193500 34} JO dn-apBag) v
x seroedoos 2100 Jo wenowez L
5 SoWrEdmgn -
18 TSOONIISTT [ENPIALDLY
yEnom Aojomoa; o Ak 7 ,
syurod A9y pae s1I0pp0 asoq JO fBojougos;
% % % osurLiodur @ JO SSOUITeMY T 1P 2SEG JO Arose (T
ABojouos) Junjem
21p Jo 3tasodmy (1) Ansnpu Bupyew 8[Q
% O ELI0I2DOTx
10} SURQ] JO INSEUSTqRISy 7 voUETLIIpOm
% % % TIPS I0] S3IMSEII Aymoe] 20} soredold
Aryuomadmoe Jo comeyg T|  Sumueny jo uowwrdyg (7)
@548 Fruolmon Toeordde
Tay L BIIAO BALUENPU
X x 16 SumaqBoons pue Aoqod | Teset09s Jo Sumregifusng (1) Ewc__n,.owE oo u_‘“, Ewsm
107095 D158 J0 JUSIIYSTIQEIST  ~
2 ¥ 5] well Ed ) 2 ¥ ¥ ampagsg |
. mnnou_.nna
SeesIsA0 sired masks Na
Stug fappem | PONI0M [FI9W JORIID IO | Lrysnpuy Frgaoou wonepuom }  Aenb ompod sapmy .é_wunumm SOMSEILT QANITHH S2NSST J0IIS-GNS Lasapay
51p Tz 5T | JO SW0dxd jo won|  HONBAPMEDUTIS | -ISKSTANSAPUI | Lifus jmiow o) | -usopo: fopry | pUR ABojorgos juotrtiaacs
-aq 3o monomoxd -omord 2 uo | PHIRSL DIowp |- BunEm 2P| ames jEsap Sunyew-op Supesddn a0y 30 1Ty
2 107 SoQUReY |UCTRPUSWNICOSy | O WOROwWoIg |.JO TUImSARISH | jo jeowgsiqeisy | osopom aqenng | Pafosd Losupy | Anemgsnaeisy

no3inid Jusmderose g

Ansnpu; Buniew 8| sl 40} swBosd WaWECPAB( PUR SSA[DB[0

theteAl BigeL

Iv-10



1E39w JO vononpord

i [(eopjosamopy i

FLUILLELL L T ETFTTTT LT in Wuhﬂﬂ
B quand BO] £ PANIOM RISW JO
I o tmawmamood i spodio 1 searouy
i paamo; {msnp

suted payIom T swedamonyae

|

IISIWOP Wi F5BAIIUY

A

{2150 ja notdapod

sued paxiom

stred panIom
1e19w Jo suodee
3O uonOWOIg

1230] J0 BOLOWRIY

STy SuppEe-any que
'\ edn-o11 J0 vonoward
U1 10] SR

U] TEITING Sp{O/SaTP 10}

¥

Splow pue
| 1 ssip 30 wopzrodg

i 31p pazIs-WRpID

(¢ ‘Buwmerp aepns
DRARD [RUOISUSIP
=29y (g 'woistanad
YBy {1 Lerougan
. 3p jo uomsnboy

Y

WA SERNT, T ennn s [l DUEWSD U] ovBaalt]
+ , EY
i [ maed awosars | Fuyseo-stp pue
e ! 103 SRS snsmd 105 splow
—— - Buunyorynuem oum maudopasg
] 10 ABotouyan
! 30 uosinboy
!
]
i

-

P T

=BUIAIL PlEMO] S
-snpul AjQuIEsse pue
£ Juissaooud Jo S0

(s
~Snput Aiquassse
pue Buissazosd)

Angnpetaosn

VWPV SN

Jo wawdomasg

r Suy fugenb panposd pue
Asysapu: Sungew - Ansopu Jupew sy Supjpw Furyew a1p 2103 { Bopouyss: SurpeSdn 30;
wip Jo suawdomasg atp Y3 jo Qupesddny "m AP U HsELIU] 4 ? D o Bunnyiny 1osfoad Arosiapy
1
|
s
-dodasp 203905
L ~qns JO UDnokOId
m pue s Supyew
i 2tp yo Butinuny
voneEowadn 19ford - leeen- '
30§ SUCTIPUGY PILUDSSY ’ : i i )
: - | uraiss oy Wk a3e won 0912 3O
seousapIr peedi UNIITSEIL ! -oadsm 1 wosks <o 1eatl -¥EIopow AT Seuonot g
0 womancsdiay ; DONBEIASHD Fins EI0ION TN 10) noerBaed Sa; [ Moo S0
swaz popadigy ! “ Jo Jusgiduans Jo tuswanosdusy - go uorsidey | atseq o Sutsuerg
STORIPUCS [RUSHIN i
3 1 .
wﬁsaww“wn_maue i uopEzIpepUTIS 35023 2duRISISTE . s/ Bunusd
sefosd jesudoraed 30} 23015 JouSApOL " pateraL plOW/ND Ansnpui upiew arp werforg fupueung « - semmod Ansnpm dn-;o7 EUONNIIW
" o Juswysiqusy 1o nonowory 10 1LRYSTQRISY ’ 2o fousde jeowtrancd PUT SRMIONTISRICL
1 uZisse/qstiqasy 30 Juswasasday
suwrty JUn(ew spiow pue SAP vl FseII0U]  °§ . .
SPIOLL PUE 53R 30 PURLISP U FTaET 2 “PaAnlew 10U SBU SPIOW pUR 51 10] puBad T Euﬁmomho...wnw_ )
e UMY, | fsnput Buissavoad sed jo1swdomang 1 ifels puoaeg -padorasap 194100 st Kusnpur sued susswog T oders 15113

spalosd woewdojanaq 0 sPayg pRwadxg pue sebes wawdopasq Ansnpu; Bunjey ewg

Z-1=p3 By

IV-11



i AN I

ot sonseyd poe Swgses S1p X0 95073 03
puens pue Fussoid sosmasd pre Soy
55514 30§ S¥P 30 PG <Y i TBag
aiod oyl 18] pApUITTEOIDL ST 1T

. 'POYSYGEISS UHq STy 20UE
-15155¢ [eTRTY pus [EaB30100g0s)
107 W)545 ¢ pUT paseazou seY
Sty FonRm-o1p JO ISqUTT o)
‘POULIO] TN SAkY Sy Funqed
“-a1p 2300 WA payasmad

-2q plnogs oed agy, sampegag

“ooford sHR 307 peziyan 39

. 0] pspremmoos: 51 Surpesidp) 10)

1fo1g AI0SIPY A JO SINOD
vonomoxd poe Jeurerenas

TWONPARICO?. pUE vogEmImHdw] -

DA

PEE IO uﬂu.noa 30 uepomory ¢

“POPUDUIWIDI 51 WO

-uomepd T SJBPOW] SRPPS ¢

"SILNSTPAIL 25T JO SaAneIaassadal
Sopnpzr seanmmrmos sonomond
Jo jmrmgsnqeisd "OadIn

£q 1eLET IS JO oneLmEdIQ

{CORPUIPI00s. pae nopusmepdag -

(Oa@aIw) 150a

pwe 1Qg weleid jo wonowoay *

*PIPUSIENIONFL ST UORE]

-usmadm 2IBpIGI] IMpPIgIs ¢

dnor

Ansnpeynog :sopmnusmaidi)
108 walosd jo nonoworg -

™

PRy
-42159 94 PINOYS $3.MIBIRT Juamy

~>8emoons yo dajos somespe-my

) ‘SEIST SESIDAD
PO INSIWOP O] STUCIOR] PIPUSW
-WO0RI UPRPO N 10] SIHIANOR

J0 ma3sis v jo dayos soupape-oy -

“Bopesdd(y 107 waloig frosupy
se gons afosd 2ouepms feonrgos

1o woneape Ut vonRlueweday -

‘STLI PSANTAT J0) SHMSEIn

2AnEoour Jo dnyss soueape-ty ¢

sospadaoys
12572 SRI519A0 PUR INSITOP
01 sEU paimo Scnponos

107 spoglew jo dnyes soweape-uy -

nonezmredic sourpm3

ansamop Aq weay 13oddns € pre
‘sp1adxo 52953940 £q wee) L105ApE
smudodde we jo uoneaueg

*I030%5 I} JO TOTUITS [BRDE
o} dsesd o1 yoreasar fenads
pue wasAs deniodal rem3ayg
"SALTSNPUI STEIRE PUR A19TR[D
<zwz 20 suepd smowmdojeasp du
aRIp 0} ROUNOS 30 nogEzmEdIy
) - SRSIING

Apmys 107 sravnyo Fouasndas

DI IANESICLIPE JO gARASLY

Ansupm L13umoeT poe
Foyroouus (21200 Ur SISIN0D PI7T
-jeneds poreidwon oavy OgM $190

-1530 Suntsand jo ooy
“masds

9% JO IDOTIYSI[QEISS 21 Uf iSisse
01 syuEImswoD Jo JoswaBeduy

T

© "SIIST SESISAQ PUE ITSIWOP

03 SPLIOIDE] POPTIEROIIL 201D
~0ONTL 01 SINATIIE 10 WVULSTSY T

JAaoyey Buppem
“91p PIZUIIPO, Jo WISAS (T
:g3n0Ny) NOQTPTOWTICHAL 21 0]
ATnq@ne 3 TRIqo 0} JusmaaoadT
1nsmadreey/Eo@o[oTyas) 10y $140§
-30 e 07 s oq Sufemoosy

swny Suumpme Jo sanne)
J0 DOREZIIZPOM 30y SYTLISSY
“52511d 19103 1957 $ESSIAA0
PUE ISHDOP 01 ST} PRIMY
-ma 3aLnpoAT 0] SANMAYY
‘peis somepmd peoor 30 Swimymy 7
*satSojonyoa) AT
-38enem pue zononpoid J0 jusw
~saoxdom 957 71 SOy [ENpAEW
103 zouepnd ySnoxy) Ansnpu
BunEw 2P WISPO ST} 10 ST
aseo earaod o) jo Fupmimy T

©1

maIshs
oTEpRImEHooal £10308) Suniew
-o1p wrapom s[qelms Xy walosy T

Amenb 1anposd pae fSojougen
Fupedn 107 193fo1d Arosupy T

suuy Sueu-eip jo sa150j0uy29) Juewebeuew pus uopanpaud uj wewasosdwi iy

<

T

fogod Jo ToEKaI S Ul SIMENE

o) Fanzag0l pue noneuIe

-o1duan £ozod Jo spoormo pue SOoL
-tpuod Sugdreue pre Syuojmop ‘¢

"SROREZIMERI0 puE

sopwade Jeswm a0l parees st
Fuowre NOREMIPIOUD AXESSS0IN T

“Knsnpat

SousomBus wiam pue Lsumoem

2IGUD 2q) J0 1wowdojaAsp 013
-ieqs mo Suddew pue Sommmegy 1
suonsen; Beraoq|o] 9 Yiw sepyed
30 28reyd ur Aouafe Juswnssaod
JO 1TTTYSTIQRIS? JC Jmonadnsy

Supopuow/Buuuerd sapod Ansnpu) Jop Asuebe Juswiianeh (o wawubisse/uawysygnsa ||

SYIRmaY

" wonemEsmsdun 00 TONTpUImmOIYY

129oad o syuamanmbayy

1ofoad jo sumng

waford wp swerlor

{1) Asysnpuy Suniepy s1q +q3 0] swreB01g 129mdoaA(] JO SUMING Z-T-Al 91981

Iv-12



(srenEE's ) wOTEE
optrL) smak woNp 76 :(Supymg

Borpnpar) pemmbas spony paersnsg

moneredaid weBosd Supnpur
TOHIT ATes$909U 11 M Di5q O3

POPUIWHONIL ST S 4G eTnpayas -
$dg wonmmawsdoy -

“Aetpawrr

pairels 5q vopemedsld tompayog

"saadstpae st ssnsnpul

Iasn pug SUR(ROI OTp 913 JO SPILT
31 Bunoaqa: senmmos Sune
-13do JoImaIYSTQRIST DQEIN
01 pETEite 9q pmogs 191030

og) Aenmy wonenymadug ¢
150G maford jo monomesg -

“A[yErpowmII

Tndeq 5q 01 PAPUALATION S 51
vonzredaid o3 ‘esemol "esESX
-y 0 TmBaq seq souy Foryen
-91p JO JSQUME 373 PUE PISesI
-0 SBY SIP I0] PUBESD BIYM

- RIS PMOGS J20p4 PMPARRg -
108 222foxd jo moncwolg -

Lressaoan 1 Yiod
dns 2oqmy 207 sapuse parepal

snoirea 15enbal pue Jeemdopasp

wmeks uonasdsue o) Sopadom
510307] S SHILSE POYS SAH T

'S3INSPE F250 21p pue Suryen
21p 953 jo vogedpnred sanoy 1

*sao1atas AJI(oe) pue 2008
-pind ‘Funreq jo Mot a2 12D

) o menesof Meudosddy -
“jyes souepm? o Sururery, -

-waisks Aiddns sperrsew pae syred
sreds poy Ashaygoe pow sanoe

o maNsAs sonenauEm enbopy

‘nopeado 0] spTny Al FeLmoeg
Ansmpur Sunyeee 31p 9] JO SPIIT

M1 10w 0 wHSAs monexado agy, ¢

‘Sueny Jnene: 103 s98e
-3oed sanusom; 30 monemedarg y
.*AIESSO50U I ‘POIRPISTOD 3G
PINCYS 25T NOWOD JOF SINIOE]
JO TSRS, ‘PIReNe 3q
pmoys soeng 2omass Fanioddog g
“sosudzaime 135
01 Aarapoadt 2177 JEmosoE ojul
Supye) p2:09[28 9q PMOYS SIS T
jaom Lioreredasd
PuE APN3S onRApe-ul WSBYMS T

‘pandde frrenioe

2Je SPIRPRR]S 25013 Tt 05 parosdux
3q pogs WsAs worpadsnl pue
mI5AS nonenImassicy “aders yuosaid
o3 32 pdopaaap Apuandyms are

. SPIOW/S3TD 10] SPIRPURIS [BLOSTUPTY

‘senne) nenosdsal pre 159

pue sanpY) ooy But
-1zoddns ‘Apeenbaxy posn jou sxe
AQUSLIND YOMM SIUMYIEL PITTBA
-Ppe M3 J0 590105 AT
‘2mIny Ieou

971 71 J[QENSIP 51 TONINPOQUT
250Ym SINTIE] pUe L1aumoen
10} $201A12S 2002pmd poe mog
35 Aq Buipry) ‘Sumien wogesedp
“£30

-jomo Baryens S1p 30 ruamaacrd
-0t 3 30y JeswaBeuem non
-onposd pue 430100033 no sdoys
-}I0Mm PUR SITUTENS 10 BupPloL]

SaoRo] e 21 28els

[ 5y) M smeguny Aressasn

" Anenpm Sunem o1p

212 Jo 1mamndojaasp jo Fdels SnoLres
I} Pk IOTEPIOTOR OT FITEISISTT
Ppue 0UEPME Ro@oomya) Spmod
©) TonEZmUSIo TE )0 JUITNS4eIsy

"% ST)1 B0 JUaman03di] AN
=eajut 3o 50 Sunenuadued gum
Ansnpuot arrasuids ot oGy 10f

ANEISD [RLOSNPUS JO JUSTRSQRIST

TOREZIPICPaRIS
PRI PO/ JO UONOWONY "¢

137050 2IULISTSEE A1)

~sTpRs FeTyew A1 JO ImSWYSHARISE, b

Ansnpar Foosudus prIsur J0)

51155 [ELASTIpU] JO JUACIYSTQRIST €

{panupuod) suup Bupiew-aip 1o so150jouyde; uatiabeuew pur uopanpoad Uy wawWRACAW It

eIy

TonRIEAmSidLI 00 TONEPUSImOsay

wafoxd jo sysmsnnbay

wafoad 30 2umngG

- 1oload % sureiSors

(7} £nsnpuy Supfesy 21¢] 941 0] swesPorg wawdo[aAag JO STMNG T-T-Al MqeL

Iv-13



"POIEMULIO] T3Iq DARY] STULG

Forew-arp 2100 USGM PIIRPOIE]

5q proys 2oiad oy, BPPIYSS -

.- rajqesmadstpuy

S1S3LNSNPET 1351 4Q 30TTISHSY
PROIGE JMANMINA0S) smddrTg g
93 JC SO0 203 pre WHLID
‘1A ‘TOY WO PDTTSE P
VTN 4q peanemajduen oq progs

mexord oq], [wonemomsduy T

*PoPUIITONIT T1 UCH
-EjnomodoT EPemT (IMPIYHS

"SOLASNPUE IS0 an yoddng -z

-ausmboszid om 510 05 por
‘(384G NONEPUIEICISY AXIOL]
" Bopem-anq wopol SKEmS
303 poloxd 'fren) 1opoia

pue Afojougaay, Fmpedddn)

oy oslozg Losupy 9 jo wonw
agmadn o1 ySnoTg: S0y

Bomjem-01] TIVPO JO Fmmumy -

-meosd o 3o vonmusmadm
22 WOy Burste 1503 [er0s
PUE §1003%9 INWOBTOI IY) JOJAOW

0] PEGSTYRIS? 2Q POYS WRSAS ¢

IRIRE 371 JO normedys

2} 03 2np gsmymp sonruod

1502 TIGM PRORPS2 2q A[(enpeid
PIROGS PUE J9%TE 313 JO 2218
frews a7y moy fuiste sanpensd
1502 ot 20) 21esuadmos 0 paney
2q PMOYS SAMSLIW S2ATTIOU]
pue samsesm vogomexd 1iodxg

ol

SEISIING $ISULER 3O gosedsp
SRORBRECI 3G) NFACI SHOT
-epo1 renosiad Jo Jmomdoas g
. . - goredsip
QST poe JoLaTIed LORRIIONT
‘o58q BIPR © JO JUSTYSQRIS
Furpnpour SINMOYE SONUNLCT) T
: .m.EMm
SEVSINA0 i sdn-on 2jowoad
0] oonezmedIo O WONEMUCY ‘T

SEESIBA0 sty Buptewi-olp Y sdn-ay jo moonEn_ Y} JO} BSIIANSY Al

158z JuAWOD

T230] 9T PIE3[D OGM 9S0G) JOF

soanmaow Somes 49 monsupozd
msamop 3o jwomsdemonny -

, "%O0T

Jo OnE1 JU3300D [830] © umrene

sostadsaime o) pendde og proTs
smuyy Jonrodys 0 soanmeony -

(pesap

-802 2q pinoys “210 ‘sampasod

130dx2 Jo ogeoynduns oq

PUR STNI0] TONTIENTIINT 1O

JEWIDUEGTD I} $2ATWIONT EAE

-I53¢3 2t} 01 Tonppe u3) ‘semdd)

-[Md S U1 $337932 JEanamocsd

syred dmyas 0] pafemodns 3q
PINOYS SBI5I9A0 SWLIY PROTEAPY -
‘pouErsmy Jog paeeyifaags
oq pmogs remonred ur syred
PaYI0m (2190 J0 Sy0dxs slowoid
01 somseam ‘soouendde Eownoae
pue sapqomome 10y wexdod uor
-orpoid juazmo 2y Funuamadon vy

susd poIOM B3 O sH0Xe Jo uonowo:d Ul BO UOBPUMLLLCIZH i

SXIEWOE

UONESWHE N TO TONEPUITIIOOT

1ofoid jo sipamarmbay

afoxd jo sumaey waloid 1p seredory

(€) Ansnpuy Jurfey #1 #51 207 sweioL] jmewdopasq 10 SBMRQ T-T-AJ 298],

IV-14



	Cover
	Title Page
	CONTENTS
	I. Introduction
	1. Survey Background
	2. Survey Objectives
	3. Industries to be Surveyed
	4. Survey Items
	5. Survey Methodology
	6. Schedule of Surveys

	II. Summary of Policy Review
	1. Industrial Development Policies
	2. Investment and Trade Policies
	3. A Financial System for the Development of Sub-sectors

	III. Summary of Sub-sector Study Results and Issues
	1. Metal Engineering (Die Making for Metals)
	2. Wooden Furniture Industry
	3. Computer Software and Services

	IV. Framework of Development Programs and Recommendation on Programs
	1. Metal Engineering (Die Making for Metals)


