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THE IMPACT OF EXPORT INCENTIVES AND EXPORT-RELATED
 

POLICIES ON THE FIRMS OF THE LESS DEVELOPED COUNTRIES -


A PILOT STUDY
 

This project was intended to contribute to the knowledge and experti3e
 

of the Less Developed Countries (LDCs) in promoting their non-traditional
 

exports, for it is becoming increasingly apparent that exvorts are vital to
 

their development. Exports form by far the largest source of foreign exchange
 

for the LDCs and it is widely acknowledged that the progress of many LDCs
 

has been constrained and distorted by lack of sufficient foreign exchange for
 

their development programs. Other sources of foreign exchange are limited; in
 

particular, foreign aid is failing to keep pace with the growing needs of the
 

LDCs and foreign private investment isnot adequate to take up the slack.
 

Yet, exports are important to LDCs for more than simply the foreign ex­

change which they earn. Development through industrialization and import­

substitution, a policy advocated and pursued by many LDCs over the past two
 

decades, has resulted in economic distortion and inefficiency. Whatever gro.;wh
 

these policies have generated seems inmany countries to have slowed, and the
 

economies of these LDCs must now be "rebalanced" through the expansion of their
 

export sectors if inefficiency is to be reduced and, more importantly, if new
 

growth sectors are to be found. 'ManyLDCs turned inwards in the hope of grow­

ing faster than world primary product markets would allow. Ironically, after
 

a brief spurt of growth, the progress of their industries is now constrained
 

by the slow growth of their domestic markets. In addition, for small LDCs
 

which have never had the option of self-sufficiency, expurts offer the only
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path to the rapid expansion of output.
 

Finally, exports can do still more for development. Tle exposure throu6A 

exports of LDC economies and industries to the outside world can do much to 

keep the LDCs abreast of new technology, to increase efficiency throuph compe­

tition, and to establish the commercial ties which can insure the LDCs of
 

increased participation in the world economy.
 

As a result of previous import-substitution policies, many LDCs find
 

themselves saddled with relatively large and often inefficient manufacturing 

sectors. These sectors typically operate at less than full capacity because 

of both inadequate domestic demand and a shortage of the imported raw materials 

and replacement parts needed to operate them. Many LDCs have tried to promo:e 

the exports of these under-utilized manufacturing sectors in order to solve 

both these problems. Yet the promotion of manufactured exports is a difficul: 

and complex cask and for each of those LDCs which have succeeded, there are 

many more which have floundered. 

Unfortunately, the economics of export promotion policies remains under­

researched. Countries have typically been secretive about the incentives
 

they have offered to their export firms, and the understanding of export inczn­

tives has not been helped by the great variety and complexity of policies
 

employed. It is important to remember that export policies im;inge upon the 

firm in every aspect of its operation, e.g., in the price of its output (both 

exported and sometimes domestic), in the price of its intermediate inputs 

(both domestic and foreign), in the cost of the primary factors it consumes 

(particularly capital), in the marketing of its output, in its ability to 

expand (through government licensing), in its access to credit, in the risk 

the firm bears on export sales (through e:-port insurance), in the taxes it 
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must pay, and in the whole tone of its relationship,with the governmenr
 

bureaucracy and the web of policies which constrain its actions. 
These and
 

other points of contact give export policies an important role in industrial
 

policy in general; but in particular they allow the government considerable
 

power to control the activities of export-sector firms and to influence the
 

activities and remuneration of many physical and factor inputs into the export
 

sector.
 

Given the potential power and scope of export incentives, it is clear
 

that if export-promotion strategies and policies are to succeed, they must be
 

carefully planned and well-executed. :; not, export promotion may, in its
 

time, do as much injury to LDC economics as import substitution has alrendy
 

dona. 

Unfortunately, the economic forces at work are uncertain. Existing scu-ies 

depead almost exclusively on the behavior of the profit-naximiLino firm. .ha' 

look at export incentives as simply al; =ring the relative profitability of 

export versus domestic sales, and they look at the firm as responding in a 

predictable, prof-t-maxinizing :o changes in relativemanner the profltabilicv. 

Any observar of an LDC firm (and perhaps of any firm) will realize c=ha: 

this is far too simplistic and inaccurate an approximation of the firm's 

blhinvior in the face of export incenti-es. The firm considers far vnore than 

profitability in the decicion to ax-ori. The risks involved; the effects o' 

exports on the firm's position in the domestic market; the role of export­

in datermining the firm's relations with govemment and its ahliti'y to b3 

considared with partiality in the dist-'ibution of -c';Lrnment favors in su:h 

areas ns inort licenses, tax treatmen: and industrial licen,,es; rhe ability 

of exports to establish ties abroad pooCeti .1taI suppliers - technology, 
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credit or other important inputs; the ability, in terms of exnertis. and 

resources, of the firm to brenk into competitive world mnrket.4; tho perceive.. 

lonC-term commitment of the gove.rnmer.c co the export drive, its 'JlHhtu %,.-. ., 

"cut red tape" and to help in t!mes of unforeseen netbacks; All thse actor;; 

and many more influence the decision or the firm to export. Above all, the 

effect of exports on the firm's ability to survive in an often harsh and cao-'­

cious environment is crucial to its decisions. 

Indeed, psycholoCical ar.d instituconal factors -A-" he virtually over­

riding in some cases. In the Philippines for exam le, Power and Sicat no:e-­

that "the 'overvaluati:n syndrome'of the 1960'sI, in the for., of an econo-.:. 

inferiority co.-!le:, . . has made che idea of expa:ding ineus..-ri! exro:., 

Recn far-fctche to :usiuessr,eu ,'nd ,ov.r-.mcnt orficials alike." T, c..: 

resulted not fr nm export policies but froz the -eb of Ii'ort-sths irut iou 

policies uhich cntresheul potentiaL exor:ers. In India, exerrs are often 

J2scri',ed as a f.rm's "patriotic ducy"; slth.ouC' j,.-.:rio:ci. -::' no: be n:"­

free of the p-ofi.t notive, it is clearly not completely determined bi pro!!:s. 

If exports wzre simply a matter of ,rofita*2ili:y one wo,,ld L'"kely r.oc oce.'e 

the failure of man; export promotio. drives.
 

M'oreaver, even were the firm's 6ecision to e:;port no-ivatced scri:*ly 

profits, there uoule still be gr.ave difficulties in the analysis of export 

incentives. ?Van- export ircentives ara quite complex in their in-cr o.n0 r. 

while others operzte only indirectly on profits. Of the firs". :**-e ;7C s.C 

incentives as tose relating to invest-lent licans'ig, rhe lica:inA o; i- . 

rz': rateri ls and cZia' eods, '.-nd the c:,e..n:iOn fro- certain lz1s, e.g.. 

la-s concern.ing ".abor practices and "ionopoly p:-er. Cf the Se:olid type a72 

man, mnrketing iucantvea aud Farvicc, cnd abcva all :he good *,il" of :h.-, 
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gove.nment. Previous ctudies of export incentives have analyzed highly s'.,-­

plified versions of the first type of incentive, and hnve generally ignored
 

the second.-


What is required then is not only a careful onumerntion and qtuintificac-i:. 

of export incentives, but also an inquiry into how they actually affect the 

firm's decisions concerning export. One must further ask how the environntn 

in which the firm and the governm.ent act and interact may alter the impact 

of incentives. Unless this information is known, government cannot hope to 

=anipulate its policy variables to achicve a desired result, or, conv,rsely, 

to predict the results of its policies.
 

This study atte-pts to she- sc.a ligh: upon how export .ncentives anc 

other ex,cr:-related policies actually do influence the behivior of ac:ive 

and potential exporters by asking sevrral Interrelated questions: 1) nilo.do
 

firms vlew the ozport activity i:sel, 21 how do firms view ar.d react to gov­

erinent policies in ter-s of their parcaption of exports and 3) how dc these 

views of both exports and export policies de-end upon the ecor.omic and pol: ­

cal environ=ent in which the fi-s a.e =bedded? being unable to an:'-'er . 

questions ourselves, we have gone to the firms tharsalves in search of the 

answe rs. 

The study consists of a survey of 193 exporters and poceatial exporteza
 

l

in the Republic of the ?hilippines. 7ae Philippines was chosen for severa


reasons. First, the Philippir.es has raccntly begun an expor: pro.ocion dz', L 

after more than 23 yozrs of i-_ort s-ubs:itution. Vhis major and ruccmt rcvcr­

cal cf poI_-c' allcws us to stueY t*he reaction of firms to a d'scrcte ciian;3 :­

policy. Whon policy is alterad in so majcr a fashion, the inpact of tnc 

policy change can be o:e easily diffc:intiatad from othcr in.iuenccs on fir= 

http:Philippir.es
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behavior. Second, the recent export oxnerience in the Philippines has been 

quite positive, giving us a change in behavior to study. Third, the Philip­

pines offered excellent opportunities for effective collaborative research.
 

kid fourth, although the introduction of export incentives has been accom­

panied by a significant increase in exports,"there is little evidence to indi­

cate that it was the incentives themselves which led to the firms' considera­

tion of exports, or that incentives were even crucial to the outcome of these
 

deliberations. Indeed, the Board of investmenc, the body supervising the
 

Philippine export program, has recently begun to sense that incentives are
 

overgenerous in that firms might have rade the same decisions regarding expo.:s
 

even in incentives had been curtailed.
 

Chapter 2 of the Supplementary Report pre3ents a brief history of Philip­

pine exports and export Policies while Chapters 3 and 4 go on to present and
 

analyze current Philippine export incentives in sone detail through the use of 

traditional, marginal economic theory. -The presentations and analysis of tho-s 

chapters are not reproduced here, hoever, and it is indeed apprc.6riate that
 

they are not; for the whole conception of this study is that the traditional
 

theory-of-the-firm may be a misleading approach to the analysis of export
 

incent :es and their impact upon firm behavior.
 

The work which has been done on actual firn behavior in the L.DCs--done 

mostly with respect to technological change--has shown that the firm responcs 

only imperfectly with respect to profit-maximizing behayior, and that the
 

normal theory-of-the-firm tools are, therefore, often inappropriate. Indeed,
 

there i a grov;ing feelino nmong economists that new behavioral theories are 

required if firm behavior is to be adequately described. 

One new: approach which seens particularly relevant in the context of this 
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study casts the firm in the role of an innovator. In this context, exports 

can be thought of as an innovation (broadly defined) and export incentives can 

be viewed as altering the probability that the firm will exhibit innovative 

behavior. Exports are clearly new to most LDC manufacturing firms, and they 

are often considered with no less uncertainty and ignorance than are the changes 

in production techniques and marketing which normally are the concern of inno­

vation theory. Indeed, not infrequently the decision to export will have- to 

be accompanied by innovative production, marketing and administrative techniques, 

if exports are to actually result. And all changes in techniques will involve
 

both investment and risk. The hesitation with which LDC firms accept innovation
 

in the production and marketing areas is well documented. Observation leads one
 

to believe that they are no less hesitant with respect to exports.
 

Put in this light, it is clear that export incentives cannot rely simply
 

on changes in profitability, but must often alter the very perceptions and
 

behavicr of the firm with respect to exports.
 

Carrying on with this approach, the innovative firm is viewed as a satis­

ficins decision unit facing a myriad of alternative activities--each activity
 

being a given production/sales technique. Some activities involve export and
 

the goal of export incentives is to push the firm into one of these export
 

activities, hopefully the most efficient one. The key, of course, is the
 

method by which a firm decides to change from one activity to another.
 

In general, it is assumed that the firm is less likely to undertake (av. 

profitable) new activities a) the closer are its present profits to its pro!±t 

expectations, b) the more risky is the new alternative, c) the poorer is the 

firm's experienco with that activity in the past, d) the less reliable is itc 

knowledge of the techniques and prices associated with the new activity, e) the 

less profitable is the new activity with respect to other possible alternntivas, 



and f) the more "effort" is required for the adoption of the new activity C.n 

the more disruption is caused by any change in activities. 

Export incentives of course touch directly and indirectly on all of thc 

factors, affecting the ris' of export, its profitability, the past experieoca 

of the firm (if it had exported previcusly), the inforiation which the firm 

has regarding e.port sales and.production, and the effort a firm must expend 

to initiate and maintain exports. For instance, government services to ex­

porters may significantly affect the "effort" a firm must expend, even if t.e 

impact of these services on actual profits is small. Moreover, under these 

assumptions the profitability of the export activity is only one of several 

:­factors in the decision to export. A profitable firn, such as one operatia; 

is less likely to try a given ex-ort activit,. . a sheltered domestic .-rkznt, 


one facing a fall in profitability due to competitive pressures or a dc..:.
 

domstic market. I:asures which lower the profitability of present activiies
 

are therefore likely to be rorc effeccive than those which simply rcise the 

profitability of exports.
 

The importance of studying incentives as a group and within a particui:r
 

as a firm's percepcion of risk
environment is also emphnsized by this approach 


depends upon the whole web of incentives and particularly upon its petrccpri:.
 

o! the copunitment of gevernment to the export effort. The success of othcr ­

with exports wil alsc affect a firm's erception of both risk and the re:. ­

of its infotration. This Lfctor may point to a "demonstration" effect thz
 

makes it advisable to concentrate pro:nocional efforts on a few firms at a
 

time, sons to insure a successful example. 

first be aware that the inneV='c': • 
Indeed, for a firm to innovate it must 

ia p 2ecisions are not -::aea in a vacuum;n rther they arc rade amn 
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given alternatives. It is important, therefore, to study not only the ways
 

which choices are made among alternatives but also the ways in which 1nnov.­

tions become alternatives. There are at least. throe possibilitie's: .1) a firi 

can, in its routine search for new possibilities, hit upon, i.e. "invent," a 

product, process or idea that can become the basis for an innovation, 2) a fi m 

can, again in its routine search for new possibilities, become aware of an innova­

tion which has resulted from another firm's inventive activity (perhaps long be­

fore), or 3) a firm can have the awareness of an innovation "forced" upon it. 

Although exports are, presumably, beyond the inventive stage, one can 

prcfitably investigate both the second and third possibilities above. Many 

firms begin operations completely unaware of the possibilities of the ex. '-: 

activity; the "inventior" appears to have little relevance for rherm and therc 

is little possibility that it will be realistically considered. How then dzes 

the search behavior of firms turn up the export possibility and under what 

conditions is the awareness of such a possibility forced upon the firm? Indeeo, 

what is the nature of the search activity itself and do firms differ systea­

atically in the nature of their search activity or in the likelihood that tney 

will be subject to outside influence? 

A more formal model is obviously required if we are to proceed much f-'t'.r 

with this view of the firm as a satisficing innovator. One such model wou_.. 

involve the construction of a detailed mathematical description of firm 

behavior and then the simulation of the impnc:t of incentives on a ".ypical" 

firm's prograss toward the initiation of export3. Such i axercise was beyond 

the scops of this study; hcwever, it does seem that this type of model will 

become mora f-aaible a3 econorists iucreasingly direct thei: attention to 

.odals of firm behavior. We then have takan another tack: instead of 
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attempting an ex ante explanation of behavior, we content ourselves, initially, 

with trying to predict it. Having accomplished this task we then see what
 

plausible explanations of behavior seem consistent with our observations.
 

The Model and the SamDle
 

Yet even if we are to concentrate largely upon the prediction of past
 

behavior, a model is still required. 
In that model we retain the concepts of
 

the firm as an innovator and of exports as 
an innovation, but we drastically
 

reduce the number of alternatives open to the firm by defining an export
 

"path,." On this path the firm is faced with, at the most, four decisions.
 

They are: 
 1) the decision to consider exporting as a new activity, 2) the
 

decision to actually initiate e:.:ports, 3) the decision to consider the expa­

sion of the export activity, and 4) the decision to actually expand exporcs. 

Increased exports result from affirmative decisions at steps 2 and 4, i.e.,
 

the entry of new intofirms the export activity and the expansion of that 

activity by existing exporters. The goal of government policy should then be 

to increase the probability of an affir.ative decision oneat or both of thi .% 

steps, and this will require action to increase the probabilities of affirr.-­

tive decisions at steps 1 and 3 as well.
 

Our approach involves associating various charact-ristics of the firm,
 

the export environment and government poli:azt.'with the firm's final decisic­

at each stage of the decisioi path. 
By regressing the various characceri3t.cs
 

on a dumny variable with values of zero or unity--dependin- upon whether the 

firm has made a ne-ative or affirmative decision--the probabilic.7 thac each 

characteristic or policy will be associated with an affirma:ive decision .a, 

be determined.
 

http:characceri3t.cs


Of course, association does not necessarily imply causation or even 

explanation. And, without an idea of causation, it becomes very difficult 

to determine the influence of policy on the various probabilities even if we 

are successful in determining the probabilities themselvus. This is the malcr 

disadvantage of the regression technique versus the actual modeling of firm 

behavior. Yet there is still much useful information which may be gained 

through these regressions. 

First, in designing government policy one should know at which kinds of 

firms the policy should be directed. The regression analysis indicates the 

characteristics of 	 those firms which are most likely to export and, hopeful::, 

to respond to. export policies. The analysis also indicates the types of
 

policies most valued by successful exporters.
 

Second, external knowledge about the structure of the firm and the manner 

in which decisions are made can be used to suggest plausible hypotheses of 

firm behavior, hypotheses which can then be tested for consistency with obsu.r­

vation. This exercise is useful not only in itself but also as a first step 

models of firm behavior; for i.n order to usefully model the bzi;avi'orin building 

of the firm one should first attempt to verify and quantify the hypotheses f 

firm behavior wshich 	the model is to embody.
 

course can often relate causal chains in the interviews
Respondents of 

and, although there are sometin es problems in asking them to do so--respon­

dents may sometimes simplify or falsify their recollection of the decision 

process, or impose upon past decisions knowledge subsequencly attained--we 

have relied fairly hea'vily on this practice. The responses obtained 

both supply us with sone of the hypotheses required for the regression anal­

and serve as a check on other hypotheses which emerge from it. 

IV 
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Our sample consisted of 193 firms in sixteen industries, including a
 

large proportion of the firms registered as exporters with the Board of In­

vestment and a random sample of firms in the same industries which were not
 

so registered. The distribution of firms along the export path is given in 

Table 1. Forty per cent of the firms had progressed far enough to have
 

actually e:cpanded their exports while only 18 per cent had never considered
 

exports at all. Indeed, we had difficulty finding even those latter 34 fir' 

which had never considered exports. 
 In spite of our attention to expo-ting
 

firms, our sample did not turn up a disproportionately large number of foreign­

owned firms. Sixty-three per cant of the enterprises in the sarple ware
 

wholly Filipino-owned, 6 per cent were wholly foreign-owned, and the remaini.
 

31 per cent were of joint ownership. Ocher characteristics of the sample a-­

more fully detailed in Chapter 6 of the Supplementary Report.
 

The answers to the questionnaire seem to have been given in good fa.ti, , 

with reasonable accuracy; however, the survey suffers from its limited sire, 

as indeed do most surveys of this type. With only 193 firrs and a normal r:ae 

of nonrespons-,the different subgroups are often too small to enable our
 

results to be attributed with great significance in the purely statistical 

sense. In addition, because we were interested primarily in exporting fi.,s, 

the distribution of firms is highly skewed in this direction. Both probler-C 

are insolvable at this stage and we do not feel that they in any way invali:z.--­

our results. However, they have obviously limited, to some e:xtent, the usu-: 

ness of rather more sophisticated teahniques and interpretations.
 

The most serious problem, however, lies in the difficulty of disti11gui:. ­

ine between causation and simple ralation. In looking at the attitudes and :. 

characteristics of the firm at a givan point in time, it is difficult to know
 

lb' 



Distrihution or 

TAB1LE1 

Firm3 aot4, the Export V.ttl, 

Cno 

C Xyes n 

Xyea Rno 

- Never considered exports 

- Co-widered exports but never exported 

- Exported but never considered expansionof exports 

Proporticn 
in per cerc 

18 

10 

20 

Ryes Eno - Considerid e pansi'on but:pr s9 never expanded 

E -E.(3rded 

NA 

xet 42 

(,urbcr of caies - 153) 

it
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whether different characteristics or attitudes are causally related or 

whether they are simply associated with each other--i.e., whether one attri­

bute is the cause of another or whether they simply appear together by some 

coincidence or through the causal influence of some third and unknown attri­

bute. In many cases causation is no: an issue, in the 31mple prediction of 

some event, for instance. However, we wish in many cases to discern the 

influence of policy on export decisions and for that purpose causation is vary 

important. We have, in many cases, attempted to question the firms directly 

about their motivations for certain actions and we have in other cases been 

able to infer some degree of causation from the separation of events or attri­

butes in time. Still, we will be very cautious in drawing policy implicaticn3 

from our results because of our uncertainty about direct causation. 

Sunrary of !-ajor .Results 

The hear: of this study lies in the material of Chapters 7 and 8 of the 

Supplementary Report, in the analysis of the questionnaire through ex:cnsive 

regressiti analysis. However, the afore-=entioned discussion a:;d analysis z! 

?hilippine export incentives is not devoid of interest.
 

The major conclusions of that laczer analysis are easily sur-=arized: z-a 

export incentive schemes of the Republic of the Philippines are relatively 

straghtfor ard in comparisoft to those of many LDCs, and they are relativaly 

modest in terms of the subsidies they provide. Although many different meaz-. 

ures are provided to exporters, th3 major incentive is 'an income (profits) 

tax deduction figured on local production costs. The incentive is direct e= 

s3emin.ly efficient, but i. is not large, running as a prcpor.ion of e:orpor 

revenues to perhaps 8 or 9 per cant. T1here is, as well, the usual import du-., 

http:s3emin.ly
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the value of which varier groatly from firm to firm depending
drawback scheme, 


upon the volume and ty/pe of their inported inpu:s. Yet duty draw'bocks of
 

thian they are the removal J: 
this type are less a positive incentive to export 

tend to t.e minor.Other incentivesthe disincantive provided by tariffs. 


purely export incentives is compromiLed by their often
 Moreover, their value as 


being available to nonexport producers under the luvestmant 
Incentives Act.
 

This is not, in itself, bad; yet onu must be careful not to infer that all 
t*:a
 

incentives onl7 for
 incentives granted under the Export Incentives Act are 


exports.
 

We may check our estimates of the overall value of incentives with the
 

ITe median estimated value of all in­figures provided by our sample firms. 

although eCt MaCeS Wl-e -ivaila lc 
centives was 27 pcr cent of the export price, 


Median csiti.et of duty dr..­
for only a relatively uiall numbor of firms. 


Firms
 
bncks alone were 17 per cent, a substantial pi'opcrtion 

of the total. 


the impact of incentives on thoir ep..o-:
might have a tnndency to oerstate 

we asked for the increase which would be necessary in ordar 
prices and, because 

on export sales with those on dorestic sales, 
firms wc;'.d
 

to equate the profits 


likely be including rather hi,-her ra:as of domestic profits in their esti :.:cs.
 

-

face value it is clear ha: PIhilipt2--


Iet, even taking the responses at chair 


overly generous relative to those found elsc.here.
notincentives are 

Philipp-n­inc-ntive ray well be the
Moreover, the .ost importznt e-port 

13 not subsfew in the less developcd world which
exchange rate, one of the 

:--:..or
has allcwed exporters to receive relatively hi-h 

tilly overvalued. This 

price3 (in ter.s of domestic curren=y) with~ut the need for substantial, ­

t's tar-fi­
e:.;ort inccn-.ives. Moreover, the steady change in the Gover. c.z 


highly ivpc.t­r favor of e.norters and away from the 
ezchange rate policy 


http:csiti.et
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substituting bias of the 1950s and 1960s has no doubt had a substantial psyc.io­

logical impact on exporters, in addition to its obvious financial benefits.
 

One aspect of the incentive system which we were unable to examine e-.piri­

cally was the bias of the investment licensing program for or against poten­

tial export projects. This would make an interestins topic for future study.
 

We have chosen not to reproduce herein the statistical analysis of the
 

questionnaire but to only summarize the major results. 
 The interested reader
 

is referred to Chapters 7 and 8 of the Supplementary Report. 

As noted above, our major goals were to discover the kinds of firms uhic*­

moved along the export path and to determine the forces which motivated the­

to do so. Our results suggest that fi.r=- progressing along the expert path
 

do have certain special characteristics; for instance, they tend to be you-ar
 

and to be run by their owners rather than by managers. Some degree of forerun 

ownership is also associated with such fir--s although foreign tie-ups may 

retard firms in expanding exports. Arod finally, export firms tend to be =oze 

"progressive." 
 Domestic market posl-io-.s also seem to influenca export deci­

sions with some weak evidence that poor domestic conditions encourage the
 

investigation of exports. 
Perceived threats from domestic competition also
 

seem to be associated with exporting fir.s except when that competition is
 

foreign owned. More important than domestic market poier, icaever, is the 

existence of excess capacity. 

The desire to employ excess capacity is a strong motivation for firrms .. 

proceed along the e:port path even if the existence of e.-cesa capacicy does
 

not stem from domestic market difficulzies. At every stage, firms cited 

capacity utilization as a pri-e reason for e:port. 

Our investigation of the goals of the firm turned up few clear conclusic.
 

Adf 
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except that firms expect roughly the same guals of export as they do of their 

overall activities. Exports seem not to be undertaken to satisfy any specialI 

needs (except perhaps the utilization of excess capacity as noted above) but
 

rather are seen as an integral part of the firm's overall activities. In par­

ticular, short-run profits do not seem to be an expected goal of exports, a:.d 

firms which are willing to accept lower profits on export sales than on domestic 

sales are more likely to export. It would seem that the profits on export sales 

need not be large.
 

A firm's relationship with government shows an interesting association with 

exports as firms further along the axort path seem more rather than less dis­

illusioned by government and eovernment policy. Since it is difficult to cxplza:, 

why disillusionment would encourage exports, we tend to conclude that e':poc:ln. 

firms' contacts with Governmi-ent are more likely to lead to problems and subse­

quent disillusionment than do the contacts of non-exporting firms. 

Firms with more knowledge of exports are more likely to investigate t::em. 

This not surprising observation suggests that export information be widely 

disseminated. And there are certain indications that the information should 

be objective. Firms which did not in their investigation of e:.-orts discover 

any unexpected impediments to axport were more likely to go on to export tnz.n 

those which did discover unexpected impediments, regardless of the number 

expected. One of the ways in which a firm first learns of e:'ports is through 

enquiries from foreien buyers. Yet, although many of the firms in our sampl : 

had been approached by foreign buyers and, although these contacts did sti.u­

late the investigation of exports, such contacts did not in t mselves lead 

ultimately to .the initiation of exports. 

The types of difficulties expecad by firms going on to export are 
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suggestive. It is high costs and not lowd e:Nport prices which seem the major 

deterrent to export. Both result in low profits of course, but the former is 

'consistently cited by all firms at all stages of the export path as a major, 

if not the major difficulty. The cost and availability of raw materials are
 

particularly prominent as wall in the probiems which firms wish to see gcvernmenz
 

address,and assistance in produring reasonably priced raw materials is-the most
 

consistently mentioned form of assistance desired. Uncertainty in the export
 

market is also an important deterrent to e:,port.
 

Most firns would like to see increased government' assistance for exportc 

but their idea of assistance is quite broad, going far beyond the purely finan­

cial incentives. Indeed, the role of financial incentives in export dacisiorz
 

is not at all clear. 'Most export firms suggested that they would hive exported 

even if incentives had not been available and would not cease exporting if Caley,
 

,were withdra'n, while most firms which decided agains: export claimed that che 

presenca or absence 6f incentives also had little to do with their decisio.. 

In addition, mny firL-s do not avail thamselves of all possible incentives. 

All this suggests that the role of financial incentives is small. 'Let, in 

seeming contradiction, cost firms felt that increased incentives would lcaz
 

them to increased exports. (Thse ras.onses are sucari-cd in Table 2.)
 

Ilie seeming contradiction in these areas, however, becomes resolved h'n
 

view the initiatien of e:cports as an Innovaticn ather than simply zs a
 

marginal change in the firms' activities. innovations often call for large
 

rany to and inves:a
investmaents in areas, from production management, these 

may in turn d.eand substantial and relatively crtain returns. As nctd atove, 

we speculate thL: the inca.itives under the Philippine ozpcrt prooticn .c"­

w r. small anL fiuras provided by the firm.s :.nd to confirn this speculatir,;, 

v 



TABLE '2 

Responses to Questions about Incentives
 

Yes No 
%____rsnond 

number of firms 
itv. 

Ull firms: 

Did the firm receive direct government 
assistance when it was established? 30 70 185 
Did any government policies (e.g. tariffs)
indirectly encourage the establishment 
of the firm? 30 70 181 

Exporters only: 

Did the firm know before it considerad 
exporting of the incentives available? 74 26 120 
Would the firm have exported if government 
incentives and services had not been 
availnble? 73 27 134 
Would the firm continue exports if 
ment assistance were withdrawn,? 

govern­
31 69 124 

Would the firm increase exports 
ment assistance were increased? 

if govern­
92 8 129 

Are incentive payments handled quickly 
and fairly by:

BOI 
other agencies 

Do present incentives induce increased 

91 
59 

9 
41 

99 
93 

labor content? 76 24 118 
Has the above inducement changed since PD 92? 29 71 72 
Do you think the 
will be extended 

life of the incentives 
for your firm? '86 14 95 

Whant do you see as the condition of the 
firm's e:xport activity when incentives 
expire? 

very good 
good 
poor 
very poor 

5 
52 
27 
16 

107 

Never exported only: 

Did the presence 
enter the firmi',: 

or absence of incentives 
decision not to export? 11 39 36 

W.nuld thu firm arin consider cxporting
if more assistance were available? 81 19 37 
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It may well be that incentives, at their current, modest levels, are not of
 

themselves sufficient to motivate exports. This may be particularly so in the 

uncertain economic and policy climate perceived by most Philippine firms where 

dependence upon any current policy reasures might be avoided as being too risky. 

Other more "stable" factors--factors over which the firm has more control-­

would then form the basis for a positive export decision. Once exportine hc-­

ever, i.e., once the investment has been undertaken, incentives are useful and 

may be considered in making marginal decisions about the volume of exports.
 

There is, then, a two-part problem, getting the firm to export and then increasinZ 

the level of its exports; financial incentives may be useful for the latter but
 

not so useful for the former. (Or, to put it differently, the level of incen­

tives required for the former may be completely inappropriate for the latter.)
 

Other kinds of assistance--i.e., direct aid in establishing an export business-­

may thus be more appropriate for potential exporters and the responses of our 

sample firms suggest the variety and importance of such assistalce could be 

substnntial.
 

The kinds of government support desired by the firms in our sample 

are listed in Table 3 (firms were asked for the "most important things the 

government could do if it really wanted to encourage exports in this in­
0 

dustry"). Although financial incentives figure prominently in their 

responses, they be no means stand alone.
 

Policy Imkolications
 

The major policy implications of this study stem, we believe, from Lhe 

rather claar conclusion that the decision to export is indeed seen by Philip­

pine firms as an innovation. Innovations do not result from marginal
 

705 



TABLE 3 

The lMost Important Things Government Could Do to Encourage Exports
 

Give more incentives 


Assist in financing 


Reduce tariffs on raw materials, reduce the
 
ccst of utilities 


ImprGve export procedures and government
 
services 


Assure the availability of raw materials 


Establish a better information and consulta­
tion center 


ElIminate the export tax 


Assist In export marketing 


Subsidize labor training programs 


Assist in developing better production
 

technology 


Relax restrictions on imported capital 


Establish bonded producticn facilities 


Reduce high ocean freight rates 


Assist in the provision of infrastructure 


Abolish the minimum wage 

Other 

Total 


number of 

mentions 


57 


39 


38 


35 


18 


13 


11 


11 


10 


10 


9 


9 


4 


3 


2 

27 

296 


proportion of 

all mentions 


(Z) 


19 


13 


13 


12 


6 


4 


4 


4 


3 


3 


3 


3 


1 


1 


1 

10 

100 

proportion of
 
firms responding
 

(%) 

34
 

23
 

23
 

21
 

11
 

8
 

7
 

7
 

6
 

6
 

5
 

5
 

2
 

2
 

1 

16 
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decisions, and therefore naither marginal analysis nor policies designed on
 

the basis of marginal analysis will work properly in inducing firms to exporc. 

Traditional financial incentives are designed to alter the relative 

profitability of export versus domestic activities, on the margin. They are
 

not designed, however, to induce innovation. Of course, incentives do in­

crease the relative profitability of the innovative activity and increase the
 

likelihood that it will be undertaken. Yet profitability is not the only 

consideration in the decision to innovate and the degree of profitability
 

needed to overcome other obstacles to innovation, such as uncertainty, a
 

lack of information or simple inertia, may be great. Moreover, unlike the Cos:
 

of inputs and. the prices of outputs, these other impedim-ants to innovation 

will vary greatly from firm to firm. Therefore, although financial inccnti's 

may result in equal profit incentives for different firms, they will not 

result in equal amounts of innovative activity. There are then two problems: 

different firms will require different amounts of incentives and tihe amounts 

of incentives required for the introduction of exports moy prove to be over­

generous for the maintenance and expansion of exports. Mhat are needed the
 

are: 1) some method of identifying those firms most likely to innovace, ai..
 

with the level of incentives appropriate for each and/or 2) other, hopefull" 

more efficient means than financial incen ives of inducing innovations. 7h.3 

latter accomplishment would allow financial incentives to be used more effi­

ciently in their proper role of altaring marginal decisions cn the maintsnanc.
 

and level of the export activity.
 

We should note a3sin that the Board of Invastmencs is also aware of these 

faces the not uncommon situation of awarding overgenerOu3 i,.­problems for it 

tha best way to inducecentives to exporting firms while still wondering about 

new exoortars.
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Our study has shown, we believe, that export firms do shara certain 

characteristics and that it therefore might be possible,to identify likely
 

candidates for export promotion. It .is not clear, however, how useful this
 

observation may be to policy wakers. First, we have only begun to define
 

those characteristics and we have not ourselves attempted to identify poten­

tial exporters, ex ante. -This is a potentially fruitful area for future
 

research. Second, under present incentive schemes, government would have
 

difficulty in discriminating among firms. Financial incentives must be offered 

equally to all comers for both good political and better ndminisrrative reasons. 

To attempt to discriminate among firms on the basis of the rather subjective 

characteristics.ve have begun to define would invite both conscious and uncon­

scious abuse. Our two problems then may not be separable; it may not be useful 

to identify likely exporters if current financial incentives remain as the
 

major policies inducing initiation.
 

Another observation of the study gives this point increased relevance. 

Most export firms do not make the decision to e:tpor?' on the basis of financial in­

centives at all but rather they make their decisicns on the basis of ocher, 

mcre fundamental considerations. Mlany firms seem not tc avail of all the incer­

tivej for which thy are eligible, and most firms insist that they would have 

derided to erpprt even in the absence of incentives and would czsntinue to 

exp:orl if !ncenti-es ware withdra,.n. Fir-rms disregard incentives far at least 

two, interrelated reasons. First, immediate prmfitability is no. the only
 

cCnsidernticn in the decision to export. Our data sutgest that firms seek 

ather.mcre long-run goals from export and that thay arn more effecciv3ly p d 

thzn pulled inco the cxpcrt activity. Second, firmn are raluc:ant to placa 

tco ,nuch faocl, in gcvernmant policy and ch.A ele-mcnr, of un ertanty mas 

http:characteristics.ve
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hesitant to engage in any so fundamental a change in the operations of the fir 

solely on the basis of government incentives. And indeed, since the life of 

the incentives is limited for each firm by law, firms would be foolish'to rely 

heavily upon them even if they felt more certain about the future of government
 

policy. Strong incentives should be limited in duration because they become
 

much'more powerful and therefore much less necessary in the marginal decisions 

of established exporters; yet the limited life of these incentives renders them 

much less effective in performing the cask they were intended to perform, 

namely inducing firms to initiate exports.
 

This is not an unfortunate situation as government should wish to 

see export decisions made on a sound economic basis. if we have learned any­

thing from the growing literature on infant and state-supported industries it
 

is that activities initially dependent upon subsidies seldom mature to self­

sufficiency. And the Philippines is particularly fortunate in this regard since
 

its reasonable exchange rate allows fir:.s to arrive at sound economic decisions
 

in the social as well as the private sense W!thouc large incentives. 

We do not, of course, wish to argue that incentives are then unnecessar-,, 

simply that financial incentives may not be the most appropriate means of
 

inducing firms to begin e,:ports.
 

What then does induce the initiation of exports? Well in keeping with 

the vie, of exports as an innovation, a push of some kind seems particularly
 

important. For the firms in our sample, the desire to utilize excess capacity
 

seemed to be a major push, as was the existence of domestic competition. Y-t
 

it was not the weaker firms which were induced by these forces, for firms 

seldom mentioned poor profit performance as an inducement to e:,port. Rathcr 

it seemed as if excess capacity or decreasing domestic market potantin! forced 

2-7 
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'firms to reexamine their whole orientation. Firms were not then pushed into 

exports by temporary crises, but by more long-term considerations. Short-run
 

profits were definitely dot a goal of firms initiating exports.
 

Once again it is not clear how useful an observation this is, for how 

tan government policy yield such a push? Can government threaten domestic market 

positions or purposefully create excess capacity? In the former case it would 

be very difficult to induce firms to trust government by engoging in exports if 

government were playing heaty-handed in domestic markets. And, in the latter 

case, the creation of excess capacity can be extremely costly in capital-scarce 

economies. Yet perhaps there are some more useful implications. 

First, the' "push" factor points to the oft-noted fact that mature, competi­

tive industries make better export prospects. Domestic competition in mature 

industries can provide the push required for export. In addition, this same 

competition along with the often declining growth rates of domestic sales in
 

such industries can result in the excess capacity which prods fim.s to consider
 

exports and which allows them to do so. Of course, government cannot play too 

direct a role in this process; the stimulation of competition is a matter of 

overall development strategy rather than of specific incentives. Yet the 

importance of "market" solutions in the context of private firms is demon­

strated once again. Industrial licensing policies are, perhaps, one area in 

which government can play a more direct role in this process. The licensing 

of extra capacity in mature industries, largely for competitive reasons, should
 

be given a more sympathetic hearing than is normal, if the industry in­

volved might potentially export.
 

Second, the existence of excess capacity might serve as one easily iden­

tified characteristic of potential exporters. If government can identify those
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firms and industries where "push" factors are already In operation, governmeuc 

inducements to export mipht be more effectively and efficiently applied. We 

should note at this juncture that firms often seem to have been induced to 

export by the successful export activities of other firms in their industry. 

The existence of this "demonstration effect" and the need for a prodding toward 

export would seem to imply that a concentration of promotion efforts at the 

industry level rather than the firm level might be more effective. The same
 

push factors are likely to apply to several firms within the industry, many 

impediments to export are as or more easily solved at the industry level than 

at the firm level and the externalities of the demonstration effect can be mor* 

effectively empioyed. Japan and Korea both seem to have used this arpproach to 

good effect.
 

Third, "push" factors other than competition and excess capacity might 

be employed. We noted that enquiries from abroad were useful in inducing 

firms to consider exports. Although they were not, in themselves, sufficient 

to lead firms to the initiation of exports, such inducements may at least 

satisfy the precondition that firms be made forcefully aware of the export 

should emphasize that the simple availability ofactivity. In this vein we 

accurate information about exports and exporting is very important in the 

early stages of the export path. Firms cannot consider alternatives about
 

which they have little information ; the provision of useful and accurate 

and successful e:xperi­information (e.g. of export prices, policies, procedures 

anc3s) to a large number of firms without their first having to request it 

could prove to be an inexpensive but effective means of prodmotion. Although 

the provision of information and foreign contacts may not seem to provide a p-, 

to export, evidence from thia and other scudies sugests that firms will accept 
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an innovation if they can effectively be made aware 
of its soundness.
 

to provide a "stick." For 
Of course, other policies too might be used 

for the registration of certain
 
instance, the Philippines now requires exports 

firms, and other countries tic capacity licenses 
firms, especially foreign-owned 

Such policies

and the provision of raw materials to a commitment 

to export. 


are no doubt effective but their effectiveness 
is generally limited to those
 

or change products, i.e., the more innovative firms. 
firms wishing to expand 

Yet these firms may, given the existence of 
relatively rational market signals,
 

an "overkill" 
be the very firms least needful of heavy-handed. policies. Does 

Clearly
to give a definitive answer. 
present problems? We are not in a position 


one 

not all firms are equally capable of efficient exports and danger of
 

be induced or
 
overly powerful incentives is that inefficient firms might 

This danger would seem to be more prevalent
forced to engage in exports. 


form of the stick rather than the carrot. Indeed,
when the incentive takes the 

they bestow roughly equal
the beauties of financial incentives is that one of 

more 
gains on all firms and therefore maintain the differential between and
 

such dis­
less efficient firms. Force, on the other hand, tends to make no 

tinctions. 

seem this problem of how
An important area of future research would to be 


best to provide the "push" factors which are seemingly necessary for the
 

initiation of exports.
 

assumed that the market properly
All of the discussion to this point has 

as an innovation for the firm in trms
reflects the basic soundnass of exports 

this is not a valid assuac­
of its private and social profitability. Although 

seem to be a valid one in the Philippines, at least 
tion in many LDCs, it does 

the past five to ten years.
since the advent of the liberalizing policies of 



Yet there is room for policy action in this regard as was indicated by the 

responses of. the firms in our sample. In particular, firms wish to see govern­

ment act in the areas of raw material supplies and export finince. Of course 

any firm would li!e to see government take any action which will lower its 

costs without regard to whether the action is socially justified or not. There­

fore, government should not accept as justified any and all demands of the
 

firms. But the kinds of problems cited by firns seem amenable to government 

policy and justified by the circumstinces.
 

We are not now in a position to suggest policy solutions to these problems;
 

the formulation of solutions would require more detailed research into specific 

areas of difficulty. But the general thrust of our findings indicates t1has 

government should, whorm possible, concentrate on providing, through the market, 

a sound economic basis for the e:port activity while at the same time prodding 

fir.s to activaly consider the new activity. Certain policies, such as the 

duty drawback, may therefore be necessery in order for market irtrerfections :z 

be ameliorated. However, as long as firms continue to ay more attention tc 

market signals than to government incentives, the market, not simply governmen'. 

subsidies, must reflect the profitability of exports. 

This study has, perhaps, raised more questions than it has answered. B:, 

if it has at least indi'cated the relevant questions to be asked, it wll h.-ie 

suzceeded in the majority of its goals. If we were to isolate the sn-in :oz: -

important observation i. would have to be that direct financial Inc_-ntives ha'.! 

not led Philippine firms to consider expzrts; rather it has been the more 
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direct prodding of domestic difficulties and external contacts uhich has done 

India, where import and indus­to. The experience of other countries, such as 

Yet the wisdom of interfering so directly in 

trial licensing policies have been used sticcessfully to "prod" f(irt. to export, 

confirms the importance of domestic factors in export decisions. 

the nffairs of the firm is 

generally results in distrust of governmeit bynot clear. Such interference 


the firms and may therefore be self-defeating in the long run. ,ore importantly,
 

the economic costs of such interference are frequently very great, in ter-s of
 

and yet they are hartd to neasure ned eveninefficient resource allocation, 

The beauty of direct finZncial incentives is their sim­harder to control. 

plicity, both in measurerent and control,ntid it rcmains to be seen if rtore 

effective policies can be designed for the early stages of the export path. 

At the later stages, firms seen much more cogniznt of the direct prcfi­

tability of exports and thus of the role of expor: incentives. Here, however, 

ay be far raller than those needed ct the carlierthe in-entives required 

st3-,s. Firms are more a.are of the benefits of exports to their business, 

percieived risks may be much s.aller, and e:;port-related costs nay ha- ecrease-4. 

We corclude that the decision to export is an innovation for the firn.and 

that Coverrment policies should then distinguish between the recrui:m:n.t of 

ne- export firms and the encouraae-ent o- e:istlng export firms. Dire.ct fina.­

cicl incencves, al:hou;h possibly effective for the latter purpcsc, do not 

seem effective for the forner. 



EXPORT INCENTIVES PROJECTUniversity of the Philippines-University of Michigan
 
1974
 

(NOTE TO INTERVIEWER: 	 Inmaking your introductory conments, please

emphasize three thines, namely, (1)the con­
fidentiality; of the in-ormation obtained inthe inte;-view, (2) the four stages involved
in the firm's export development sequence,
and (3) the great importance of assigning

events to the specific stage to which they
belong. Below isan example, more or less, of
how a typical introduction may go.)
 

INTRODUCTORY CO?!MEITS 

This survey is for a project being done jointly by researchjrs
from the University of 	the Philippines and the University of Michigan.
It is a 
study which will be used for scholarly purposes. It is not bein
done for any government department not will any gov.rnment departcent
have access to the results of individual interviews. The identity ,fthe
firms will. be kept strictly confidential; all cata will be presented insuch a 
way that no firm can be identified.
 

The study is inten&d to obtain a better understandinc ifh,and why firms turn to exports cs a regular activity, and how thu prcsin:.of export incentives influences their decisions. 
 We heve triod t,,Mis­tinguish four stages on the p.:n to a firm's becoming a full-pledqed 
exporter:
 

At the first stage, a non-exporting firm begins to think
about exp'ortinl 
 and then decides either to seriously and sys­tematically investigate export possibilities or to forget the
 
whole matter.
 

At the second stage, a 	firm which has investigntu.J
exports deci 
s either to export or not to expfrt.
 

The third stage finds an exporting firm wondering whether
to seriousl- and systematically investigate expanding its
 
export activities.
 

The fourth and last stage involves the actual decision as to whet 7ieports will or will not be expanded. 



Introductory Comments
 
- - M - - --- - - - ­- ------ MM -- - - - - - - - - -- M - - - - - -

We would like to follow your firm through these various 
stages, up to the stage at which it is now located. It -ay be dif­
ficult to separatz each stage intime--we often fin-d firms slidinq 
from one decision to the next withcut consciously havinR done so-­

_but we ask that you think back ovur your axprinc, and reniamb r 
events pertinent to each of thc stages describe,; above. 

te will begin with a few questions about thu firm and Its 
background and thin proceed tc. the rest cf the interview. At the end 
of the interview we will ask you to hlp us fill out a very bri .­
list.of statistics about you, firm. if y;u feool strongly that a 
question is inappropriate, siiiply say so. Ples ,:Io not hesit-t to 
%xpan' upon any-answars or to mku :ny ccnrents which you feel arj 
rolevant. 
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EXPORT INCENTIVES PROJECT 
University of the Philippines-University of Michigan 

FORM A: BASIC INFORMATION 
(For all firms) 

Introduction 

1. 	 Name of firm
 

Address
 

Telephone Number 

Responde.: 

2. 	 Name 

3. 	 Position____________ _____ 

Interviewer:
 

Name
 

Date of interview
 

UI. History of Firm 

4. 	 Date established (month) (yeAr) 

S. 	Owners.ip (check): 

(a) 	Wholly Filipino owned 

(b) 	 Majority Filipino owned 
(c) 	 5)/SO Filipino/foreign owned 
(d) 	 Majority foreign owned 

(e) 	Wholly foreign ownQd 
(f) 	 Independent 

http:Owners.ip


Form A: Basic Information 

(g) 	 Subsidiary of a Filipino firm 
(h) 	 Subsidiary of a foreign firm 

If partially foreign owned, i.e., (b) or (d) above, 
proportion of foreign ownership t 
nationality of foreign owner(s) 

If subsidiary of foreign firm, i.e., (h) above,
 
name of parent company
 

nationality of parent company 

6. 	 Principal organizers or managers/their background or 
business experience (eg. commerce, finance, manufacturing, 
etc.) 

Name 	 Background/Exper'ence 

(a) 

(d) 

(e) 	 Did any of the organizers/managers have any 
experience in export/import trade? YES NO 

7. (a) Current Manager 
(b) 	 Relation to Principal organizer(s) 
(c) 	 Did the current manager have any import/export 

experience before joining the firm? YES NO 

8. 	 Have any of the owner(s) and/or other high-level
 
employees of the firm attended college?
 

owner(s) YES NO 
firm manager YES NO 
export manager YES NO 

other (specify) YES 1NO 



Form A: Basic Information 

9. Have an7 of the owner(s) and/or other high-leval 
employees of the firm graduated from an undergraduate 
or graduate business curriculum? 

owner(s) 
firm nu&.ger 
export manager 

other (specify) 

YES 
YES 
YES 

YES 

NO 
NO 
NO 

NO 

10. Have any of the owner(s) and/or other high-level 
employees of the firm ever attended an "export 
seminar" or other sinular event relating to exports ? 

owner(s) 
firm manager 

export manager 

other (specify) 

YES 
YES 

YES 

YES 

NO 
NO 

NO 

NO 

11. Have any of the owner(s) and/or othor high-level 
employees of the firm ever t-aveled abroad? 

owner(s) 

firm manager 

export manaer 
other (specify) 

YES 

YES 

YES 

YES 

NO 

NO 

NO 

NO 

12. Do any of the owner(s) .'.rd,'or other high-le el 
employees of the firm speak a foreign language 
other than English or Spanish? 

owner(s) 

firm manager 

export manager 

other (specify) 

YES 

YES 

YES 

YES 

NO 

NO 

NO 

NO 



Form A: Basic Information 

13. 	 Activities, Products and Markets of the firrm: 

(a) Current (pay special care to export activities.) 

Actirities Products Domeatic Export Date 
Market Markot Begun 

(eg., manu- (eg., Manila, (cg., U.S., 
factures, provinces none) 
import, etc.) 

(b) Discontinued (pay special care to export activities.) 

a 	 iu Priducts omstic Excort Date 
Market ,Mar~et Activ Stei-cd 

(eg., manu- (ag., blanila (eg., U.S. 
facturos, provinces) nona) 

import, etc.) 

14. 	 Specifically, was the firm established, in part, as an 

importer? YES NO 
exporter? YES NO 

15. 	 As you soe them, what are the major goals of the firm? 
(Mark goab in column A 15 of Form Y. W'rite in any 
goals not listed on Form Y.) 

16. 	 Specifically, how do the following rank -s goals for the firm, 
i.,a., major, minor or inconsequential? (Enumerate 211 goals 
on Form Y not already mentionad in the above question and 
mark the response in column A 16). 



Form A: Basic Information 

17. 	 Given the goals you havo mentioned, are there any toward 
which you feel the firm is failing to make satisfactory 
progress? Are there any toward which progress is very 
satisfactory? (Do not enumerate goals but mark the 
appropriate responses in column A 17 of Form Y). 

18. 	 What rate of return (or what pay-back period) does the
 
firm desire on new investments?
 

III. Market Information 

19. 	 Does the firm produce at all for the domestic 
market? ..ES NO 

(If no, skip to question 28. Otherwise, continue) 

Forfirms producing at least partly for the domestic markct 

20. 	 What proportion cf the domestic market does the
 
firm hold? _ _ _ _
 

21. 	 Has the firm's positin in th domestic market over
 
tho past five ycaics (check one) ­

(a) 	 grown st_____________ 

(b) 	 remained th3 sal_ _ _ 

(c) 	 grown weak.-: 

22. 	 Does the £irm-s domastic market position now seem 

(a) 	 threatened by Fill!pino owned, domnestically 
based competitors YES NO 

(b) 	 threatened by fore;Cn owned, domestically 
based competitors YES XO 

Q 



Form A: .Basic Information 

(c) 	 threatened by f;,reign owned, foreign based 
competitors, i.e., imports YES NO 

() threatened by frilling or stagnant "lomestic 
YES NOdemand 

YES NO(e) 	 threatened by rising costs 

YES NO(f) 	 threatened by a shortage of inputs 

YES INO(g) threatened by a chang-e in government policy 

(h) 	threatened by other (specify) YES NO 

YES NO(i) not 	threatened 

23. 	 Do the firm's maior cmpetitors includa firms which
 

are
 

an! 	lomestically basc2 YES NO(a) Filipinz owna ­

(b) foreign owned and domestically based 	 YES NO 

(c) jointly owned rand dmestically based 	 YES NO 

(d) 	 don't knew Lwnership but domestically base! YES NO 

f;roin based (i.e., imports) YES NO(e) 	 fvreign Dwnod an. 

YES NO(f) oth.r (speci:&y) 

n its own initiative24. 	 Can the firn raise its .rice ui 
without losiLig a l't of sales t. its competitors ? YES NO 

25. 	 Could -the fim nvi sell iorae of its prd,:duct on the 
to Lower its prices? YES NOdomestic market with.ut havin 

If yes, 	why has it not done so? 

26. 	 What are the ;cssiilities fcr growth in the domestic 

market? (check cna) 

(a) excallent 
(b) good 
(c) fair 
(3) pcr 	 ­



Form A: Basic Information 

27. Isthe firm (check one) 

(a)exporting at p:xesent? 

(b) 	 no longer expoiting, having
 
exporte- in tho past?
 

(c) 	 not exporting, having never
 
exported inthe past?
 

Only for those who checked (c) 

(3)Has the firm e:ve.r seri,'usly and 
systematically ex Loreld the 
possibility, of ,:o-ting? YES NO 

28. Who would be responsible for making decisins regarding 
exports? 

His position 

29. Does the fixm have any daepartmnt resronsblk for 
seeking,now markets or activitoes ? YES NC 

30. Do you have any tie-up with a foreign firm? YES NO 

If yes: 

Type of tie-up 

Pr iuction/.'Tarkctin;- license 
Technicai/ iagr-LnuuErial assistanco 

from forei-n fLCm 

Name(s) of foraign firm(s) 

411 



Form A: Basic Information 

Nationality(ies) of foreign firm(s) 
Product(s)/Service(s) involved 
Specific tecImical/managerial position(s)

involve._ 
Does this tie-up in any way involve ;r 

restrict exports? YES NO 

If yes, how?_________________ 

31. 	 Has the firm begun producing any new products within 
the past 5 years? YES NO 

32. 	 Has the firm ceased producing any products within 
the past 5 years? YES NO 

33. 	 Has the firm changed the methods and/or organiza­
tion of its production process within the past

5 years? 
 YES NO 

34. 	 Has the firm tried to enter new domestic markets 
within the past 5 years? YES NO 

35. 	 Has the firm beg-un selling to any new ex-ort 
markets within thz past 5 years? YES NO 

If yes, number of new countries 

total number of new buyers 

36. 	 Has the firm changed the specificaticns and/or 
features of its products within tha past 5 years? YES NO 

37. 	 Has the firm in eithor its domestic or export markets
 
bE.gun any new marketing campaigns or subs tantially
 
changed its existing marketing practices within the 
past 5 years? YES NO 

38, 	 Does the firm consider itself progressiw in relation 
to other firms in this industry? YES NO 

39. 	 Does the firm ccnsider itself progressive in relaticn 
to other Philippine firms in general? YES NO 

710 



Forrh A: Basic Ihformation • 

40. 	 Overall, how satisfied is the fixm with its current 
situation' (check one) 

very satisfied 
satisfied _____ 

dissatisfied 
very dissptisfied - -

(Go 	to Form B, starting ­
with Part 1-if the answer to question 27 

is "(a)," "(b)" or "YES" on "(d)"--i.e., if the firm 
has ever exported or considered exports, and 

with Part II if the answer to question 27 
is "NO" on "(d)"--i.e., if the firm has never 
considered exports.) 



FORM B: EXPLOP.,TIi'i CF EXPORTS 

Note to interviewer: 	 Please indicate-to the
 
respondent tha.t you tire 
ncw 	rn the first starc
 
of tho export-evelopment 
seuence. 

(For firms which have seriously consi:'.urci exports at any time,

i,e., thcse !hc checke.1 either (a) 'r (b) rr "Yes" to (d) cf 
q.uestiLn 27, F(rorm A, start with Part I; for firms which never 
•considereJ expe'rts, skip to Part II.) 

PART I. YES, Explored Exports
 

Background Refore E,plortiCn
 

1. How di. the firm cri,,inally feel experts vould 
contribute to thc -eals cf the firm, i.e,, the 
;oals lista. previc.usly? Di.' the firm feel 
cxp rts iioul., contribute greatly, a little, not 
at all ,'rdtract from Jf th"s goals?
(For each jo.. ,arl;. in cliumns A05 an,: i16 
rmrk the rpriate rEspc*nses in column 3l of 
Form Y.) 

2. 	 cht rate of -rr-fit, ralativ, tD the rate of 
pr-fit tn donestic s. aks, " y,:u think the firm 
wcul:, navt rtlkrn or. axp.rts? (chuck 
cne) 

hi-hor?
 

lcwcr?_____ 

3. What maj:r or rein'.r ,r,,.blems -.Ir impidir.ents 
t,, initiating; exp:rts 	'2i..:
the 	firm iri-in.lly

sac? (If rhe impeimnnt is listed .-n ,cm, Z, 
mark the ,2pprjFrit resT:nso in c..lurn .3. 
rite in any n:.t 1isteai.)imm;.iints 	 lr 

:. Specifically, .il th2 frr th.n s ci %ary,of 
th full';win, as ajor cr min:,r imi...-*nTs 
to initiatin( e;<c;,rs? (Enumtrt I i fim-.a­
diments on F:'rm Z, which v not mcr.ti:n.: in 
the c uesti'n -nC mark th.... 
resp.:nse in c..lui-n LA.) 

M!ote to interviewer: 	 This is ttk only ti,,ie the imre.ioents will be 
enumerateL so db so clearly itnt' carefullyv so 
Tht tha rsi,on'ent can recnll th_;:i in la-r 
questions.
 



Form 0: Exloration of Ex-orts
 

S. Before the firm systematically explered

the possibility of expcrting, di,' the firm 
kncw: 

(a) the standard f.o.b. export price? YES NO 
(b) about financing arrancments for

the export of this., p1duct? YES NO 
(c) about shipping arrangements fcr

the ex;..ort of this pro .uct? YES NO 
(d) about product spocificati-ns (icg.,

special foatures packaging) rcquire.
,-'f exrperts? YES NC 

(e) the names of an-y forei~n buyers of 
this ,r,_IAct? YES NO 

(f) the names of apy agents in the Philippines
which handled the export of this prciuct? YES NO 

(g) of successful Philippine exporters of this
product? YES iO 

(h) of any 5avernment subsidies or suiportfor the export af this 1or: uct? YES NO 

6. Frcm vhat sources ha.: tha firm attain4"2 what­
ever informti..:n it ha:! a.Qit iexFrts, L3., 
frcm.
 

(2) 	 other firr.._? YES :!0 
( ) trade publications? YES NO 
(c) 	newspapers? 
 YES '0 
(4) 	 goveri;nont iannts cr ;.u"Lic.2tions YES 1.O 
(e) 	 contacts with LuyErs -r agents aLrca? YES Mr 
(f) 	 contacts ith tre.'ers -f :i,,ents in the 

Phil i;:~in~s 

(q) 	 other (s-ocify)? 



F.irm B: Exploration of Exports 

Initial Exi,.ration 

" IWhcn d'"the firm first begin to 
as a ;ossible activity? (month) 

explcre ex-Trts 
(year)_ 

8. What rcm ,te.. the firm to;ossitility f axportin.g? actively uxplore the 

(a) dissatisfaction with the 1ev-l of 
total earninus 

(t) dissatisfacti;n ;with tho rate nof 
.rofit on &.,sticsalels 

(c) *lissctisfactionwith un-eruti iz . 

capacity 

(J) .'issatisfacticn with t};e -,ss1'_lities 
For grcvth in the ,Iomistic market 

(e) t'o,, -xistenc- Cr ,;;ssit-iiitv Qf t20 
Much cc:etiti~n in the .cm.:tic market 

(f) tn success c.f ctir firms in the inJustry 
in ex .)rts 

(3) inquiriies from f!rei yrs *r .cnts 

() ti travel of cn .-­wnar r cm, lo.-2c 
.f thj firri 

(i) other (s;eciifT) 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

YES 

IC 

NO 

,110 

NO 

NO 

dO 

!0 

IC 

9. Pl , "t, ::ci., f ":wf ~.uteI~i ,. 

(.) who nJl.,: this j.-. ? 

(')vih-t ir:,Fr;',!,'ti .:-,"2il th fir-.s, 

(c) whLrz - th-, firm fir. the inf-rr. ti-,n it 

scu.$ht, u., frc:,n 

(0 .. t,'r firms? 
( .) tr . .uLlicati ,ns? 

YES 
F'. 

. 



Form B: Explcr.iticn of Exorts 
--------- -------------- -----------------------------­

c) newspapers? 

(d) ,overnment annnc'.iments cr 
;uL. Ica.ti.-,ns? 

(e) ccontacts with 5uyaris cr agents
abroad? 

(f) ..contacts with traders or a-cents 
nfthe Philippines 

() other (specify) 

YES 

YES 

YES 

YES 

I0 

,. 

NO 

(T 

(.) how long did the process take? 

10. Wht, if any, ijQdi-nts to exPorts were 
discovered inthz c.urst (f its inv st, i:"n
which :rjclul,j any furthar c:.nsirti: .f 
-the export possibility? 

After Ex,.l.&r-:,ti.n
 

11. After x 1.,ri-; 
 2,xI:'rts, did the firm,dis::v-,r
that a .... -6 ul,..:mnk, tz. ;x a-.edx cLn­..r s ir he 
ti~1:ri -Iu t', n- :r ni-ra f t '.-,l . -c 

bn set f:.r thC:?̂ 7YES 
 r"C
 

12. Di *r:a firm .isc'vertha cx,.-rts wcul. c.n­tribt .,.;,.. -jnecr m::ra - -,,s .i%Ic.- hn' 
nt 'Len sct f'r them?.
 YES ;1S 

i-F yt.~s, t3%.-'wih ;~() 



•Form B: Exploration of Exports
 
-- l-- m-------------f--- -----	 m----------- inn 

13. 	 Specifically, after the exploration of exports,
did the firm think that exports would be (check one) 

more profitable 
just as profitable 
less profitable ­

14. 	 Did the firm discover that one or more of the
 
expected impediments to export would nct turn out
 
to be as important as originally anticMated? YES. NO
 

Ifyes, which impediment(s)?
 

15. 	 Did the firm discover one or more impediments
 
to export which would actually be more important
 
than anticipated? YES NO
 

Ifyes, which impediment(s)?
 

16. 	 After the exploration of exports was the firm con­
vinced that exports would be (check one) 

more desirable
 
just as desirable
 
less desirable
 

than 	it had originally thought?
 

For firms which decided to export,i.e., "(a)" or "(b)"

inquestion 27, Form A, continue with Form C, Part I.
 

For firms which decided not to export, continue with Form C,
 
Part II.
 



---
Form B: Exploration of Exports
 

-m-- - ------e ---- -- -------------


PART II. 	 For firms which never ccnsidcred expcrts, i.e., those 
wh. answere, "Nc" t*. question 27(d) F.rrm A. 

17. 	 Pl.;ase toll us what you kn.w alcut exports of
 
yuur product(s) fro tha Fhili;.pincs. WIould 
you know: 

(a) 	 the standr.ar f.o.b. ixg~art price? YES Nt) 

(b) 	 about finnncin- arrangjcments for thu 
ox-ort of this ,rouuct? YES NO 

(c) about 	shi,ing arran.n;ments fcr the 
export of this ;r-'uc'? 	 YES ,:, 

"(d) a,1out 	 -,.r,.,.uct " "i ic' A," 

ck.Ljgino ) r:uired -,f zx;crts? YES V1: 

(e) thC namc s of any f.:reiCn ,uycrs cf 
this praduct? YES ,i, 

(f) 	thc namos of any agents inthe
 

Phili,;ines which h.-ii,. the ex'orz 
(if this ;;roduct? 	 YES ;1,N 

( ) 	 of successful iPhili;ine exp.rters 
of this rt..uct? YES N." 

(hn) 	of any gvernment suLsi:ics ".rsu:.-:rt 
f r ha x ;rt of thisS i.-.,.,.uct? YES .,'. 

.-13. 	 From~what sM.:s h,- tha firm le zrne ut 
ex;:crts an.! ex;.:rt saios, e'., frct. 

YES 	 I(a) -'thur 	firrs? 

( t) 	 ;uI iicati YEStr-ce ,ns? 

(c) 	news;sa4 Lr? Y:: ; 

(,) vernment anntuncLzhnts .,r ,',ul1ic3ticns? YES , 

.ES
(a) 	contacts ,..lith _t i'.rs cr -,-nts , Y.., 

(f) 	 cor.tacts with tr,:!ars .;r in thic 
Phil i ',;., YES rIl'nLS? 


( ) other 	(s.ecify)? 

http:standr.ar


Form B: Exploration of Exports
 

19. How does the firm feel exports might contri­
bute to the goals of the firm, i.e., those 
listed previously? Does the firm feel exports
would contribute greatly, a little, not at all 
or even detract from each of these goals?
(For each goal marked incolumns :115 and A1G, 
mark the appropriate response incolumn F24 of 
Form Y.) 

20. If the firm were to export, would the rate of 
profit that it would require on exports be 
(check one) 

higher 
the same 
lower 

than the current rate on domestic sales? 

21. What major or minor problems or impediments 
to initiating exports does the firm see? 
(Ifthe impediment islisted on Form Z,mark 
the appropriate response in column F26. Write 
in any impediments not already listed. Do 
not enumerate impediments, but give examples
if necessary.) 

22. Why has the firm never systematically 
investigated the possibility of exporting? 

23. Does the firm feel that exports are -

(a) too "risky" or "uncertain" at this 
time? 

(b) not compatible with current activities 
of the firm? 

(c) not compatible with possible future 
activities of the firm? 

d) simply "too much trouble"? 

YES 

YES 

YES 

YES 

NO 

NO 

NO 

NO 
(e) obviously unprofitable? YES NO 



Form 	0: Exploration of Exports
 

24. 	Did the travel abroad of an cwner or employee
 
of the firm stimulate any interest inexporting? YES NO
 

25. 	Wnat are'the firm's plans for the future, eg.,
 

does itplan tu:.
 

(a) 	increase output? YES NO
 

(b) invest innew plant or equipment? YES NO
 
*(c) 
 enter new domestic markets? 	 YES NO
 

(d) diversify products? 	 YES--NO-­

(e)other (specify)?
 

26. 	What changes inprices, ccsts, government
 
policies, etc. might lead the firm to consider
 
the possibility of exporting?
 

27. 	 What changes inprices, costs, government

policies, etc. might lead the firm to begin
 
exporting?
 

(Go to Form G.) 



FORI C: EXPORT OR NO 	EXPORT. 

Note to interviewer: 	 Please indicate to the
 
respon.'ent that you are
 
nLw on the second stage
 
of thE exprt dlvelop­
ment sequance.
 

(For firms which decided-­

to actually export,ie., answvereJ (a)or (b)to
 
question 27, Form A, start with Part I;
 

not to export, i.e., answered (c)to question 27, 
Form A, skip to Part II.) 

PART I.YES, Export
 

1. Exactly why did the firm decide to export?
 

2. When did the firm 	begin expcrtin;? 

year
mcnth ­

3. What product(s) :id it then uxpzrt?
 

4. How much dil the firm export in the first
 
12 months of its ex.ort eperations?
 

5. Inthe first 12 months, d'ii the firm (check 
one) 

(a) purposely hold tnck exports 
to test the market, cr 

(b) try to expcrt as 	much as it
 
could?
 

C~ 7-. 



Form 	C: Export or No Ex;,ort
 
mmmmmmmmmmmmmmmmmmmmmmmmmmm--------------------------­

6. 	Did the firm have to alter its product,
 
its production processes of its normal
 
methods of doing business in r:rder to
 
export? YES NO
 

Ifyes, please explain
 

7. 	In its--f-irst experiences, did the firm
 
find that itcould compete well in its
 
export markets? YES NO
 

8. 	Did the firm .Jiscovar that exports did
 
not contribute to cne :r mcre of the
 
goals which had teen set for them? YES NO
 

Ifyes, which gcal(s)?
 

9. Di the firm discover that exports con­
tributed to one cr more 2c-ls which ha,' 
not been set for them? YES N1 

Ifyes, which goal(s)?
 

10. 	Did the firm disccver thft t-ne .;r mere 
of tho expected impediments tu export 
were actually not as important as had 
been anticipated? YES NO 

Ifyes, which impeL:iment(s)?
 

11. 	 DiJ the firm discover Cne Jr m;.re impe­
diments to export which were more impor­
tant than anticipatead? YES NO 

If yes, which im,)e.jime;nts? 



Form 	C: Export Cr No Expcrt
 

12. 	 Was the -rcfit on cxrcrt sales then
 
(check one)
 

hinher
 

the sare
 
lower
 

than 	that Un ,:cmestic saloes? 

13. 	At3ethr, how: d," the success of the
 
orilnal cxpcrt ex;2rlence ccrn;a're with
 
the firm's expectaticns (check cne):
 

_s
exceed expctti 
mtch-c ,x;ectaticns
 
fell 	short of ex~ect:.tions
 

.14. 	 Has the firm avor systematically censi­
,.er&aJ the expansion cf exorts? YES .I0
 

(If the answer is Yes, prcce~d to rorm 0, Part I. 

If the answier is No, prcceed to Fcr-i 0, Part II.) 

II. 	NO Ex)vrts
 

15. 	 Why . tha firm "'ci.:j n-t t, %x :rt? UIas
 
it '.c;.us, it hz.iI a feelin":
 

(.3) th' t ex;¢;rts vierf s,,,ih~w i')t rFt­

"l with tha firn's -r.:s =t ,ccivities? YES UIC
 
Mt, 	 th-t Lxr-.rts %cl:,i n.'t .cc-n -til 

with 	;,-ssitl% futurc 2.ctihities ff the
 
fir.? 	 YES f0
 

(c) that cx-,.Jr~cs , re t'.*. "fis~y" ,r tc-0 
"uncrtain"? YES .O 

(JI) tha-t nzt n-u--h wz , kn.-w.*, a!,-ut cx;;.crtS 

fc.r th2 firm t.. cu..mrit itslf? YES O 

(e) that ex;,rts 'ere sir, ly "too much 
-~u,,-,, •Y ES NCi 



- -------

Form C: Export or No Export 
-- ~~~ a~nif-----------

(f) that exports were simply nft 
profitable? 

(g) and/or scme other reason(s)? 
(spucify) 

YES NO 

16. Are the firm's attitudcs tciard exports now 
(check one): 

more favorable 
the same 
less favorable 

than they were whcn the 'ecisicn not tc 
export was ma,.!e? 

17. What are the firm's plains fur the future, 
er., does it plan to 

Sa increase output 
b invest in new plant or equipment? 

Cc enter new Ccmestic m.rkets? 
d enter new product m-rkets? 
(e) other (specify)? 

YES 
YES 
YES 
YES 

NO 
NC 
NC 
NO 

18. What changes in priccs, c(.sts, government 
policies, etc. night cause the firm to 
actively roconsi&.:r the -.ssibility sf 
exp-irti rvj? 

19. What changes inprices, costs, gcvernment 
policies, etc. might cause the firm tc 
actually begin expcrtIri(? 

(Go to Form G.)
 



FORM D: EXPLORATION OF EXPANSION
 

Note to interviewer: 	 Please indicate to the
 
respondent that you are
 
now on the third stage
 
of the export-develop­
ment sequence.
 

(For firms, whether or not they still export,
 

that actively.explored expansion, i.e., "yes" to
 

question 14, Form C, proceed with Part I;
 

that have never considered expansion, i.e., "No"
 

to question 14, Form C, skip to Part II.)
 

PART I: YES, Explored Expansion­

to explore the expansion1. 	 Before the firm began 
of expCrts, how did the firm feel that the 
expansion of exports would contribute to the 
goals of the firm: .greatly, a little, not at 

all, or detract? (For each goal marked in 
columns A15 and 16, mark the appropriate 	res­
ponse in Column Dl of 	Form Y.)
 

2. What rate of profit on expanded exports did
 
the firm want, relative to that on then current
 

exports? (check one)
 

higher
 
the same­
lotier­

3. Before the firm began tc explcre the expansion
 
of 	exports, what major or minor impediments to 

(Doexpanding exports did 	the firm foresee? 

not enumerate impediments but mark the res­
p-ses in column D3 of Form Z.)
 

4. When did the -firm first begin exploring the
 
expansion of exports? month y ear.._.._
 



Form 0: 
- ---

Exploration of Expansion 
-- ---- ---- f t --- -- - ----­

5. What prompted the firm to examine the 
possibility of expanding its exports? 

(a) the realization that export market 
was more profitable YES NO 

(b) dissatisfaction with the level of 
total earnings YES NO 

(c) dissatisfaction with rate of profit 
on domestic sales YES NO 

(d) dissatisfaction with underutilized 
capacity 

(e) dissatisfaction with the possibilities 
for growth inthe domestic market 

(f) the existence or possibility of too 
much competition inthe domestic market 

(g) the success cf other firms in the, 
industry inexpanding exports 

(h) gradually increasing export orders 

(i) inquiries from foreign buyers or 
agents 

YES 

YES 

YES 

YES 
YES 

YES 

NO 

NJO 

NO 

NO 
NO 

NO 
(j) the travel abroad of an owner or 

employee of the firm 

(k)other (specify) 
YES NO 

6. Was the conduct of this second exploration 
basically different frcm the first expicra­
tion, i.e., that of exploring the initiation 
of exports? YES NO 

(a) who handled this second 
exploraticn job? 

(b) what kind of informaticn 
did the firm seek? 



-- ------- 

Form D: Exploration of Expansion
 
----	 4 -------- ft ------- ~ ft -----­

(c) where did the firm find the information
 
itsought, eg., from
 

(a) other firms? 	 YES NO 
(b) trade publications? 	 YES NO
 
(c) newspapers? 
 YES NO
 

(d) government announcements or
 
publications? 
 YES NO
 

(e) contacts with buyers cr agents

abroad? 
 YES NO
 

(f) contacts with traders or agents
 
in the Philippines? 
 YES NO
 

(g) other (specify)
 

(d) how lonu did the process take?
 

7.-	 What, if'any, impediments to expanding

exports were discrvereJ in the course of

its 	investigation which I any fur­
ther consideration of expanded exp.,rts?
 

8. After exploring the expansion of exports,

did the firm discover that the expansion
 
of exports would not make the expected con­
tribution to one or more of the goals which
 
had been set for them? 
 YES NO
 

Ifyes, toward which goal(s)?
 



Form 	D: Exploration of Expansion
 

9. Did the firm discover that the expansion
 
of exports would contribute towarJ one 
or more goals which had not been ex;,ected 
of them? YES NO 

Ifyes, toward which goal(s)?
 

10. 	Specifically, after exploring the expansion
 
of exports, was the firm convinced that
 
expanding exports would be (check one)
 

more profitable
 
just as profitable
 
less profitable
 

than 	had been previously thought?
 

11. 	 Did the firm discover that one or more of
 
the expected impediments to expanding
 
exports would not turn out to be as impor­
tant as originally anticipated? YES NO
 

Ifyes, which im-edinment(s)?
 

12. 	Did the firm discover one or more im;*ediments
 
to expanding exports which would actually be
 
more important than anticipated? YES NO
 

Ifyes, which impediment(s)?
 

13. 	After exploring the expansion of exports, was 
the firm convinced that an export expansion 
would be (check one) ­

more 	desirable
 
just as desirable
 
less desirable
 

than 	had been previously thought?
 



Form 	D: Exploration of Expansion
 
------- m m -- "M ------------	 ---n - - ­

14. 	 After the exi.1oration, was the final
 
decision to expand exports? YES NO
 

(Go to Form E, startin&- ­

with 	Part I if the firm answered "Yes" to question

14, i.e., decided to expanJ exports; and 

with Part II if the firm answered "No" to question 
14, i.e., decided not to expand exports.) 

PART 	II.NO, did not Exp.ore Expansion
 

15. 	 Why has the firm never systematically
 
explored the possibility of expanding
 
its expurts?
 

16. 	 Does the firm see any barriers to expanded
 
exports which could not be overcome? YES NO
 

Ifyes, what are these barriers?
 

17. Does the firm feel that expanding exports 

(a) will conflict with present activities 
of the firm? YES NO 

(b) will not be compatible with possible 
future activities of the firm? YES NO 



Form 	D: Exploration of Expansion
 

(c) 	is too "risky" or "uncertain" YES 11O 

(d) 	is "too much trouble"? YES NO
 

(e) 	is simply not profitable? YES NO
 

18. 	 How does the firm feel that the expansion 
of exports would contribute to the goals 
of the firm: greatly, a little, not at 
all, or detract? (For each goal marked 
incolumns A15 and A16 mark the appropriate
 
esponse incolumn D18 of Form Y.)
 

19. 	What rate of profit relative to the rate
 
of profit on current export sales wvculd the
 
firm 	require on expanded exports? (check 
one) 	­

higher
 
the same
 
lower
 

20. 	What major or minor impediments to expan.ing
 
exports does the firm foresee? (Do not enu­
merate impediments but mark responses in
 
column D20 of Form Z.)
 

21. 	 What are the firm's plans for the future, 
-eg., does itplan to 

Sa) increase output YES NO 
b) invest innew plant or equipment? YES NO 
c) enter new domestic markets? YES NO 
d) enter new product markets? YES 0 
(e) 	other (specify)
 

22. 	What changes inprices, ccsts, government
 
policies, etc. mijht cause the firm to
 
consider expanding its exports?
 



Form D: Exploraticn of Expansion
 

23. What changes inprices, costs, government

policies, etc. might cause the firm to
 
actually expand its exports?
 

(Go to Form F,starting ­

with Part I ifthe firm still exports; i.e.,
"(a)" in question 27, Form A, and
 

with Part II ifthe firm no longer exports, i.e., 
"(b)" inquestion 27, Form A. ) 



FORM E: EXPANSION COF EXPORTS
 

Note to interviewer: 	 Please indicate to the
 
respondent that you are
 
now on the fourt, an4
 
last stage -of the export
 
development sequence.
 

(For firms which decided to exrand exports, i.a., "Yes"
 
for question 14, Fcrm D, start with Part I. For firms
 
which decided.not to expand exports, skip tp Part 11.)
 

PART 	I. YES, Expand Exports
 

L 	 Exactly why did the firm dccide to expand
 
exports?
 

2. 	Inwhat form(s) did the firm undertake its
 
expansion of exports? Specifically, did the
 
firm
 

(a) expand the sales of existin5 export
 
products? YES NO
 

(b) 	introduce new export products? YES NO
 

(c) 	expand sales inexisting export markets? YES NO
 

(d) 	open new export markets? YES NO
 

(e) 	add more men? YES NO
 

(f) 	set up new machines to increase output? YES NO
 

(g) set up new machines tc change product
 
features and/or improve quality? YES NO
 

(h) 	adopt new production techniques? YES NO
 

(i) 	adopt new marketinj tochniques? YES NO
 

3. Did success with the Expansion of exports
 
(check one):
 

a 	surpass :he firm's expectations? 
met expectations? 
fall short of expectations? ­



Form E: Expansion of Exports
 

4. Did the firm discover that expanded exports

did not contribute to one or more of the
 
goals-which had been set'fcr them? 
 YES NO
 

Ifyes, which goal(s)?
 

5. Did the firm discover that expanded exports

contributed to one cr more goals which had
 
not been set for them? YES NO
 

Ifyes, which goal(s)?
 

6. Did the firm discover that one or more of
 
the expected impediments to Exports were
 
actually not as important as had been anti­
cipated? 
 YES N!
 

Ifyes, which impediment(s)?
 

7. Did the firm discover one or mire impediments

to export which was more imr:ortant than anti­
cipated? 
 YES NO
 
Ifyes, which impediments?
 

8. Was the profit on expanded exports then (check
 
one)
 

higher
 
the same
 
lower
 

than on then existing export sales?
 



Form 	E: Expansion of Exports
 

9. Does the firm now feel it can: 

(a) depend upon exports as a long-term 
activity? 

(b) expand exports still further 
YES 
YES 

NO 
NO 

(c) specialize in export sales YES NO 

10. What are the firm's plans for the futureeg., 
does it plan to: 

(a) increase output? 

(b) invest in new plant or equipment 

(c) enter new domestic markets? 

YES 

YES 

YES 

NO 

NO 

NO 

(d) enter new product markets? 

(e) other (specify)? 

YES NO 

(Go to Form F, starting ­

with Part I if the firm is still exporting, i.e.,
 
"(a)" for question 27, Form A, and
 

with Part II if the firn is no longer exportingi.e., 
"(b)" for question 27, Form A. ) 

PART 	II.NO, did not Expand Exports
 

11. 	 Why did the firm decide not to expand exports?
 
Was it because it had a feeling:
 

(a) that expanded exports were somohow nct
 
compatible with the firm's present
 
activities? YES NO
 

(b) that cxpanded exports woulJ not be
 
compatible with possible future activi-'
 
ties of the firm? YES NO
 



Form 	 E: Expansion of Exports 

(c) 	 tht expanding expcrts was too "risky" 
or too "uncertain"? YES NO 

(d) 	 that not enough was 'nown about exports 
for the firm to ccmmit itself? YES NO 

(e) that expanding axports was simply "too 
much trouble", YES NO 

(f) that Expanding exports was simply not
 
profitable? YES NO
 

(g) and/or for scme other reason?
 
(specify)
 

12. 	 Are the firm's attitudes toward expanding 
exports now (check cne):
 

mcre favoratle 
the same 
less favoratle 

than they wero w..hen the decision not to
 
expand exports -,"s maJe?
 

13. 	What are the firm's plans for the future, eg.,
 
does it plan to
 

(a) 	increase output? YES NO
 

(b) 	 invest in new ;,Aant or equipment? YES NO 

(c) 	enter new do.,estic 4n.irkets? YES NO
 

(d) 	enter ne product markets? YES NO
 

(e) 	other (specify)?
 

14. 	 What chan;es inprices, costs, government 
policies, etc. might leae the firm to 
actively reconsie," the p)ssibility of 
expanding its e;,ports? 



Form E: Expansion of Exports 

15. What changes in prices, costs, government

policies, etc. mivht lead the firm to 
actually expand its cxports.
 

(Go to Form F, startinj ­

with Part I if the firm is still exporting, i.e.,

"(a)" for question 27, Form A, and 

with Part II if the firm is no longer exporting, i.e.,
"(b)" for question 27, Form A. ) 



FORM F: ADDITIONAL INF.RTHATICN 

For firms 	which ­

are still 	exportinj, i.e.,"a(a)" to question 27, Form A,
 
start with Part I;
 

are ro longer exportinq9, i.e., "(b)" to question,27, Form A, 
go to Part II. 

PAT I. Still Exportinu 

1. Does the firm ­

(a) employ the services of agents or sales
 
representatives? YES NO
 

(L) have any difficulty locatinj competent
 
agents or representatives? YES NO
 

(c) have ary offices abrond? 	 YES 14O
 

If yes, how many?
 

2. Has the firii invested money in export

marketing'and advertising? 
 YES NO
 

Ifyes, hw mucnh over the past
 
five,years?
 

In what types of expenditures? 

3. Does t:e fir, plan en investir. in expert
marketing 	and advertising in the future? YES NO 

Ifyus, could you give a general idea ef
 
hcw much? 

4. Question deleted.
 



--------------------------- 
--

Form 	F: Additcnel Informaticn
 
-

5. Did the firm have tc hire morc workers
 
because of its export activities? YES NO
 
Ifyes, rcu~jhly hc.w many
 

"Pfoduction wvcrktrs 
other employees?
 

since when? (month) (year) 

1. 	 Have any ,fyour buyurs inquire. atout
 
whethor the firn recaives export

incentives? 
 YES 14)
 

Ifyes, have they aslkcJ you to lower your
 
export prices? 
 YES NI?
 

7. 	Isthe rtu of profit on export rates
 
currently (check one)
 

hig....
 
the same_ 
Io',,er 

than 	that on dcmestic sales? 

3. 	 W',l".t do you see as t1 r,,jc,r disaoJvantacis to 
exprti nq. 

9. Do you feel that the expiration of tariff 
preferences in the U.S. fr";r Philipine goods
the Laurci-Lar,1ier P/jecmcnt) will affect 

your C:xports? YES NO 

IC. 	 1!h~t arr tor. major scurces of competition in

the firm's foreign rkuts?
 



Form 	F: Additional Infornation
 

11. !kuyou feel that this firn cn survfv 
the ccrjI.titir.n? YES NO
 

Why cr why nct? 

12. 	 What could this firri, ::o t-) inprcve itscmFtitive position?
 

13. 	 Do yuu find the export markat t dependable
 
sourcc c~f rovenue? 
 YES NO
 

(Go to Form G.)
 

PART 	II.Ho Longer Exporting
 

14. 	 Whon did the firm stop eporting?
 

(nrnth) 	 (year)­

15. 	 Why did th4 firm decide to cease exporting? 

16. 	Specifically, did the rezons for discon­
tinuin9 exports include a feelir, that
 

.exports:
 

(a) were not conpatible with the firm's
 
existing activities? 
 YES th*
 

(I.)	were not cinmpatible with possible
future activities of te firm? YES I1M
 



Form 	F: Additional Information 

(c) were too "risky" or tor, "uncertain" YES NO 
(,) were not well 	eneh known (i.e,, there 

was insufficient available information 
about exports) fcr the firm tc cumit 
itself? YES NO­

() 
,zra 	 simply "too much trruble"? YES NO 
f) mere no longer needed inorder to


fulfill thu firm's coals? 
 YES NC,
 
(C) 	were no longer profitabl'? 
 YES NO
 
(h) could not Prosper under iovernment
 

olicies in effect at that time? YES NO 

17. Did 
any specific change in Scvernment

policies lkad to tfleFuiscontiruatIcn cf

exports? 
 YES NO­

ifyes, what change? 

18. Are the firm's atcitudes toward exports 
n... (chack :nc) ­

(a) 	more favorable
 
RI 	the same
 

less favorable
 

than 	they vere when exports were discontinued?
 

19. What are the firm's plans for the future, e.,,
 

docs 	itplan to
 

(a) 	incre.se output YES fib 
(b) 	invest in new plant or equipment? YES NO
 
(c) 	enter new domestic markets? 
 YES %',
 
(J) enter new product markets? 
 YES 10
 
(e) 	other (specify)?
 

7/i 

http:incre.se


------ 
---------- 

------- 

Form F: Aid:itional Inforlation
 
ft-ft -----
 m 


- ft-------­

20. 
What changes in prices, costs, government
Policics, etc. might lead the firm to
ac~ively reconsider the possibility of

exporting?
 

21. 
 What changes inprices, consts, government
policies, etc. might lead the firm to
"Ictually resume exportinc?
 

(Go to For G.) 



FORM G: RELATIONSHIP WITH GOVERNMENT 
(To be given to all firms) 

In General 

1. 	 (a) Did the firm receive any direct government assistance 
when it was established, for instance loans from the 
Development Bank of the Philippines or special tariff 
arrangements YES NO 

(b) 	 If yes, what specific form of assistance did the
 
firm receive?
 

2. 	 Did any government policies, such as a change in tariffs, 
indirectly encourage the establishment of the firm, even 
though they were not necessarily designed to do so? YES NO 

3. 	 In its domestic activities, has the firm ever had 
any dealings with government agencies? YES NO 

If no, why not? 

(proceed to question 4.) 
If yes,

(a) 	 please describe the.nature of those dealings (i.e.,
 

obtaining approval of expansion plans, etc.)
 

73 



Form G: Relationship with Government 

(b) 	 is the firm happy with is relationshp with the
 
government, specifically with ­

(i) the BOI YES NO 
(ii) other agencies 	 YES NO 

(c) 	 does dealing with government require a significant 
amount of extra time and/or expense - specifically 
with ­

(i) the BOI YES NO 
(ii 	) other agencies YES NO 

(d) 	 does the firm find that access to government
 
agencies is easy, specifically with ­

i) 	 The BOI YES NO 
(ii) other agencies 	 YES NO 

(e) 	 are matters concerning the firm handled quickly
 
and fairly by the government, specifically by
 

i) 	 the BOI YES NO
(ii) other agencies 	 YES NO 

(f) 	 Please elaborate on any or all of the foregoing
 
if you wish.
 

4. 	 In general, do you feel that the government is sympathetic 
to the problems of firms in this industry? YES NO 



-----------------

Form G: Relationship with Government 
mmm ; ---m 
 m --	 - m- -m a~m- - - m 
-
 m- m mm-	 - m - mm- m-- - mm- ­ m 	 ­

5. Do you think the government would respond with speed and
fairness t6 legitimate requests for aid to this industry,
if it were required? YES NO 

6. 	 In the past five years, has the firm's view regarding
its relationship with the government (check one) -

(a) 	 improved? 
(b) 	 remained the same? 
(c) 	 declined? 

7. 	 Do you feel that the government is generally committed 
to its present policies regarding private business? YES NO 

8. 	 Would the firm undertake new investments in plant or

equipment, 
 or try to expand its market'if its profit­
ability depended upon ­

(a) 	 the continuation of present government
 
policies?. 
 YES NO 

(b) 	 government policies promised for the
 
future? 
 YES NO 

9. 	 Has the firm been hurt by changes in government
policy in the past? YES NO 

With 	Specific Ref arence to Exorts 

10. 	 Speaking now particularly of exports do you feel 
th-t the govarnment is truly committed to the

expansion of exports, 
as it 	has racently claimed7 YES NO 

11. 	 Are there any government policies and/or incentives 
which tena to ­

(a) 	 subsidize or otherwise encourage exports from
 
this industry? 
 YES NO 

If yes, what policias are these? 



Form G: 	 Relationship with Government 

(b) 	 discourage exports from this industry? YES NO 

If yes, what policies are these? 

12. How 	did the firm learn about the incentives and 
assistance which the government has offered exporters, 
e.g., from 

(a) 	 other firms YES NO 
(b) .rade publicaticns YES NO 
(c) newspapers YES NO 
(d) government announcements or publications YES NO 
(e) contacts with buyers or agents abroad YES NO 
(f) contacts with traders or agents in the Philippines YES NO 
(g) other (specify) 

13. 	 (a) Does the firm feel any compulsion from the 
gogernment to export? YES NO 

(b) If yes, what form does this compulsion 
take?
 

14. 	 Do exports earn the "good wil" of the government? YES NO 

(If the firm as never exported, i.e., "(c)" for
 
question 27, Form A, skdp to question 28; otherwise
 
continue with questions 15-27).
 

15. 	 Did the firm know, befcre it even considered exports 
seriously, about the government incentives and services 
which were available? YES NO 



Form G: Relationshi; with Government 
--- -------	 m - ----------- ---------­

16. 	 Are there any export incentives and/or other policies 
which the firm does not make use of? YES NO 

If 	yes, why is that ? 

17. 	 Which of the following incentives do you feel are very 
valuable, merely useful, or useless for firms in your 
industry: and which has your firm actually used? _
 

Very valuable merely useful useless actua11ly used 

(a) .income tax exemption 

(b) 	 import duty ex.emption 

(c) 	 import duty exemption
 
- on equipment
 

(d) 	 tax credit on domestic 
inputs 	 . .. . . .
 

(a) tax credit on domestic
 
equipment
 

(f) 	 export tax exemption 

(g) 	 deduction of labor
 
training expenses
 

(h) 	 accelerated depreciation 
(i) 	 right to employ foreign
 

nationals
 

(6) 	preference on goverr­
ment loans
 

0c) 	 additional incentives
 
for infrastructure
 

(1) simplified export proce­
dures
 

(m) other (please specify) 



---------------------------------- - ---------------
Form G: Relationship with Government 

18. 	 Would the firm have exported even if government 
incentives and services had not been available? YES NO 

19. 	 Would the firm continue exports if government 
assistance were withdrawn? YES NO 

20. 	 Would the firm increase exports if governmant 
assistance were increased? YES NO 

21. 	 Are requests for incentive payments handlea 

quickly and fairly, specifically by 

(a) 	 the 90 YES NO 
(b) 	 other agencies YES NO----­

22. 	 (a) Overall, do present government incentives _ 
induce the firm to increase its labor content 
and/or domestic matcrial input content? YES NO 

(b) 	 Has the change in the tax credit under 
Presidential Decree No. 92 changed this 
inducement at all? YES NO 

If yes, how? 

23. 	 Relative to its total costs, what is the 
proportion of 

(a) 	current labor cost? _ 

(b) 	current import cost? %
 
(c) 	depreciation? %
 
(d) capital equipment coming from
 

domestic sources which is
 
needed to produce
 

exports', %
 
domestic output? %
 

-24. 	By how much woul the firm have to raise its 
export prica in order to still make the sam. 
profits on exports, aft.r taxas (if they do not 
know, make them .;uess): 

(a) 	 if there were no drawback of
 
import dutiQs ? _
 

(b) 	 ifthere were no income tax
 
incentivus for exporters? 910
 

(c) 	 if there wers no ixport
 
incentives of any kind? .. %
 



--------------------------------------
Form 	G: Relationship with Government 

25. 	 What do you foresee as tha condition of ycur 
ax.nort business when your export incentives
 
expire (chadk one) ­

(a) 	 very good 
(b) 	 good 
(c) 	 poor 
(d) 	 very poor 

26. 	 Do you think the life of the incentives will 
be extended for your firm? YES NO 

27. 	 Is it possible for firms to "abuse" the 
incentives offered for exprt? YES NO 

If so, 	how? 

(Skip to question 32) 

28. 	 Did the presence or absence of government 
services and incentives enter into the firm's 
dacision not to export? YES NO 

29. 	 If your firm were to c-..ct -and take a vantage 
of all the incentives available to it, by how 
much do you think you could lower the export 
price below tha domestic price and still earn 
the same prmfit on each? .___ 

30. 	 (a) Would the firm consider c-porting if mare 
I government assistance was maae available? YES NO 

(b) 	 If yes, what kind of assistance would be
 
necessary?
 

31. 	 Do you think that i the firm deci.led to expcrt, 
its requests for incentive payments and other 
assistance would be handled quickly and fairly? YES NO 



Form G: Relationship with Government 

32. 	 (For an firms) In general what would be one or 
two most important things the govea-nment could 
do if it really wanted to encourage exports in this 
industry? 

THANIVI YOU VERY MUCH 



FOR i Y 

check ( J) goals under 
appropriatu colu n 
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1. Increase the rate of profit 
2. tL-intcjin t%.hL current rate of profit 
3. Insure a steady return to investment 

harkets/Sal ..s 

4. Increas! the current share of domestic market 
5. l-aintain the currcnt share of domestic market 

6. iXevelop new markets 

7. Increase the rate of growth of sales 
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FORM Z 

Please check (J) irpealrment 
appropriate column 

under 

B 0 

I B3 

182'1
, 21D20 

83 

B4 02 

Impediments to Exports 
1- s. 

0 

L 

o0 

" I- L -­

o 

o 0 

Ccsts and Profitability 

1. Export price is too low 

2. Cost of raw materi.Is Is to high 
:r. Cost of labor is too high 
4. Freight charges are too high and/or sailings too infrequent 
5. Ex;.,rt tax is t .chigh 

f.. Foreign marketing cJsts,includtng travel abroad, are teo high 
7. Tha cost of crcdit is too high 

Supply ,;f Rscurces 

& 

, 

PruJuctlcn capacity is insufficient 
S: raw materials ar in short supply 
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Please check ( I)impediment under
 
approriatc colu.n
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BB4
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10, fkichin.ry ;nt equi vi.pnt needeWd fur ex.,rts is difficult to obtain 
11, Trained lbor is in short sup,,ly 
12, Labjr unrest makes tt supply ,:f labor uncertain 
13, There is shrtaga of funds for xfi:nsi(fn 
14. 1hrc is a srnrta~j% :f fun:ls fUr wrtrklng capital and criit 
15. inaujrs and %thrpersnnOl expcricnced in Lxpt.rts are hard to find anh/-r­

ux>-nsiw, to train 
36. Th! firm Joes nAJt hav the technical resources needed for exports 

Itrkctinj ProblLmes 

17. Tariffs in irporting countries are to,) high or quotas 
18. I;:,yrt r..ul,.ti3ns are 'ifficult tc s7tisfy 

19, C. .r.etition in ux:ort tirr--rts is t;" (;reat 

tot low 



FORN Z 
PleasC check ( j)impediment under 

appropriate column 

B3 
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2&. Cannot find enough information about foreign Pjarkets 

21: Irage Gf Philippine oocts is poor 
UlirUifficuties 

o U 

2; The firm is too busy with domestic operations
'23. I isdifficult to arrar~e payments and collections 
4. .Export orders are foo irreoular to depend upon

25 Economic conditions abroad are twa unsettled26. EconoAwic conditions at home are too unsettled 
'27. Government policies are too uncertain to depend upon2& Exjrt orders are too large for the fir to supply29. Others. 

_ _ __ _ __ _ _ _ _ _ _ _ 
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EXPORTS INCEhsfIVES STUDY 
UNIVERSITY OF THE PHILIPPINES-UNIVERSITY OF MICHIGAN 

STATISTICAL SHEET
 

Rame of firm 

Address 

Afsets: 	 Replacemant Costs
 

Gross Dook Value
 
Net Bwok Value 

Sales: 1 1969 1970 1971 19722 
Domestic Quantity Rceltpts Quantity Receipts Quantity Receipts Quantity Receipts Quantity Receipt. QuanltityRecet 

Product
 



Statistical Sheet 

Capacity: 1968 1969 1970 1971 1972 1973 

Average quantity 
of output 
(per nonth) 

(per year) 

_ 

_ 

Rated Capacity 

(24-hour operation) 

'ov any shifts in 
full utilization 

crew size ef
typical shift _ 

Labor Force: 

Production person-­
nel skilled 

unskilled 

Technical 

Managerial 

Others 

Total Iport BL1JL 
(2esos) 

Total Costs (Pesos) 



Date Interviewer's name
 

Summary Sheet
 

(The interviewer should give here a brief
 
evaluation of the interview - e.g. how it went, how
 
knowledgeable and cooperative the respondent was, how
 
honest his answers seemed to be, etc. In addition-,---­
write here any information about the firm which would help
 
us evaluate the interview and use this space to note in­
formation volunteered by the respondent which does not seem
 
to fill into any of the forms. Any and all relevant com­
ments by the respondent and the interviewer are welcome.)
 


