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THE IMPACT OF EXPORT INCENTIVES AND EXPORT~RELATED
POLICIES OM THE FIRMS OF THE LESS DEVELOPED COUNTRIES -~

A PILOT STUDY

This project was intended to contribute to the knowledge and expertise
of the Less Developed Countries (LDCs) in promoting their non-traditional
exports, for it is bécoming increasingly apparent that exvorts are vital to
their development. Exports form by far the largest source of foreign exchaage
for the LDCs and it is widely acknowledged fhat 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 is not adequate to take up the slack.

Yet, exports are important to LDCs for more than simpiy the foraign 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 grouih
these policies have generated seems in many countries to have slowed, and the
eccnomies of these LDCs must now be "rebalanced" through the expansion of thei:
export sectors if irnefficiency is to te reduced and, wore importantly, if naw
growth sectors are tb be found. Many LDCs turned inwards in the hopa of grow-
ing faster than world primary product markets would allow. Ironically, after
a brief spurt of growth, the prograss of their industries is now constrained
by the slow growth of their domestic markets. 1In addition, for small LIDCs

which have never had the option of self-sufficiency, exports oifer the only



path to the rapid expansion of output.

Finally, exports can do still more for development. The exposure througa
exports of LDC economies and industries to the outside world can do much to
keep the LDCs abreast of new technology, to ipcrease efficiency through 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:te
the exports of these unde?-ucilized manufacturing sectors in order to solva
both these problems. Yet the promotion of manufactured exports is a difficul:
and complex cask and for each of those LDCs which have succeseded, there are
maay 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 incza-
tives has not been helped by the great variety and complexity of policies
employed. It is important to remember that export policies imzinge upon the
firm in every aspect of its operation, e.g., in the price of its oQtput (botk
exported and sometimes domestic), in the price of its intermediate inputs
(both domestic and foreign), in the cost of the primar§ factors it consumes
(particularly capital), in the marketing of its output, in its abilicy to
expand (through government licensing), in its access to credit, in the risk

the firm bears on export sales (chrough export insurance), in the taxes it



must pay, and in the whole tone of its relationshin with the government
bureaucracy and the web of policies which constrain its actions. These and

ther points of contact give export policies an important role in industrial
policy in general; but in particular thay allow the government considerable
pewer to controi the activities of export-sactor firms ond to influence the
activities and remuneraticn of many physical and factor inputs into the export
sector.,

Given the potential power and scope of export incentives, it 1s clear

thet if export-promoticn strategies and policies are to succead, they must be
carefully planned and well-executed. I7 not, export promoticn mav, in its

time, do as much Injury to LDC economies as import substitution has alreadv

dona.

Unfortunately, the economic forcos at work are unceréaiu. Fxisting srucies
deperd alinost exclusivaly on the behavior of the profit-maximizing firm. Thayv
look at export incentives as simply alicring the relative proficability of
export versus domestic sales, and they look at the firm as responding in a
predictable, prefit-maxinizing manner o the changes in relative profitabiiicy.

Any obsexrvar of an LDC firm (and perhaps of any firm) will realize tha:

[+ ]
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is far tco simplistic and inaccurate an approximation of the firm's
bohavicr in the face of export incentives. The firm considers far wore tha=

profitabilicy In the decicion to exporc. The rislks involved; the affects o

[ 1Y

experts on the firm's position ia the domestic market; cpe role of exports
in detemminiag the firm's relations wich govewmment and its atbilizy to ba
considared wich partiality in the distoibution of government favors in suczh
arcas as import licenses, tax treatmen: and industrial licenses; the abilicy

¢l experts to establish ties abroad wich poteanial suppliers o¢ technolagy,



credit or other important inputs; the ability, in terms of exnertise and

resources, of the firm to break into competitive world markees: the perceived

long-term commitment of the government to the export drive, {3 willingaes.,

"cut red tape" and to help in times of unforeseen notbacks: all these factors

and many more influence the decision of the firm to export. Above al), the

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

clous environment {8 crucial to 123 decisions.

Indeed, psychological and institucional faztorg ca: he virzually over-

riding in som2 cases. 1In the Phiifppizes for example, Power and Sicat noce<

that "the 'overvaluatisn syndrote'[of the 1960's], in the form of an cconon:-:

inferiority complex, . . . hax made che 1dea of expaunding industcial exrp

-
LIRSS 4

. . S .
seen far-fecched to businessmen and govaevameat officials alixe.”’ Tins cera)ex

resuleed not from expart polictes but from the web of frnort-subsiirution

policies uhich cniceshed potential exnorzers. In India, exnerts arc often

described as a firm's “patriotic duty”; zlthough pasriosism ©27 not be entis -
frze of the grofit notive, it {s clecarly not completely decermined b, prcéi:s

If exports were simply a matter of profitadilizy one would likely rot ovce:rc

tne faillure of many export promotion érives.
Moreover, even were the firm's cecision to eiuport mozivated scrizczly * -

profits, there would scill te grave difficuleies in the analysis of expore

{incentives. Many export incentives are quite complex ia their injact on -~r.’

while othiers opercce only indirectly on profits. Of zhe first =wne 372 s.¢

incentives as those relating to investment licensiag, the liconsing of i=mno: .

rouw rmaterials aond capitsl geods, and the crempiion (rem certain lecus, c.g..
laws concerning lavbor practices and =onopoly power. Cf the second tyoe art:

many marketing {ncentives and fervices, crnd abeve all the gnod will of the

&

“

.-
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government. Prcvious gtudies of export imcentives have analyzed highly sii:-
plified versions of the first type of incentive, and have generally ignored
the second.

What is required then is not only a careful cnumeration and quantificaciue
of export incentives, but also an inquiry into how they actually affect the
firm's decisions concerning export. One must further ask how the environadent
{n which the fim aord the government acz and interact may alter thc impact
of incentives. Unless this information is known, government cannot hope to
nanipulate its policy variables to achicve a desired resuit, or, conversely,
to predict the results of {ts policles.

Tais study attecpts to shed scma light upon how export :ncentives anc
other expcrs-related policies actually do influence the behuvior of aciive
and potential expor:ers by asking sewrrai interrelated questions: 1) now co
firms view tne cozport actavicy {:selZ, 2} how do firms view and rcact to gov-
erurent policies in ter=s of tneir parczption of exports and 3) hos dc tihese
views of both exports and export policica desend upon the ecoromic and poli: -
cal eavironment in which the firss are :zbedded? Ueing unable to answer trnede
questions oursalves, we have gone to tie firms thormselves in search of the
ans.ers.

The study consists of a survey of 133 exporters and potez=tial oxporters
in the Pepublic of the 2hilippizes. The Philippiues was chosen for several
Tcasons. {rat, the Philippires has ractnzly begun an expor: pro=otion éoive
after more than 25 years of isport svostitution. This major and rucent resics
cad cf pollcy allcws us to study the reaction of firms to a discrete changs .-
policy. Wion policy is alterad {a so =xaicr a fashion, the inmpact of tue

policy chanze can be core casily diffezanzfatad from otiier inlivences on f{irm
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behavior. Second, the recent export experience 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.
And fourth, although the introduction of export incaentives has been accom-
panied by a significantuincrease in exports, there 1is little evidence to indi-
cate that it was the incentives themselves which led to the firms' considera-
tion of exports, or that iucentives were even crucial to the outcome of these
deliberations. Indeed, the Boaré of Investmenc, the body supervising the
Philippine export program, has recently begun to sense that ipncentives are
overgenerous in that firms might have made the same decisions regarding expar:ss
even in incentives had bean curtailed.

Chapter 2 of the Supplementary Report nresents a brief historv of Philip-
pine exports and export nolicies whils Chapters 3 and 4 go on to present and
analvze current Philippine export incentives in sorme detail through the use of
traditional, marginal economic theory. -The presentations and analvsis of thase-
chapters are not reproduced here, hewsver, and it is indeed epnrénriate that
they are not; for the whole conception of this study is that the traditional
thenry-of-the-firm may be a misleading apprcach to the analysis of export
incentives and theilr impact upon firm behavior.

The work which has been done on actuval firm behavior in the LDCs--done
mostly with rasnect to technological change=--has sheown that the {irm respends
only imperfectly with respect to profit-maximizing behayior, and that the
normal theory-oi-the~firm tools are, therefore, often inappropriate. Indead,
there 13 a groviag feeling among econcmists that new behaviaral theories zre
required if firm behavior is to be adaquately described.

Cne nev approach which seems narcticularly relevant in the context of this



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 vieved as altering the probability that the firm will exhibit innovative
behavior. Exports are clearly new te 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. Indged, not infrequently the decision to export will have-to.
be accompanied by imnovative production, marketing and administrative technijues,
if exports are to actually result. And all changes in techniques will involve
both investment and risk. The hesitation with which LDC firms accent innovation
in the production and marketing areas is well documented. Observation leads one
to believe that they are no less hesitant with resmect to exports.

Put in this light, it is clear that export incentives cannot rely simply
on changes in profitability, but must often alter the verv perceptions and
behavicr of the firm with respect to exports.

Carrying on with this apnroach, the ilunovative firm is viewed as a satis-
ficing decision unit facing a myriad of alternative activities--sach activity
being a given production/sales technique. Some activities involve expoét and
the goal of export incentives is to push the firm into one of these exporf
activities, hopefully the most efficient one. The key, of course, is the
rethod by which a firm decides to changa from one activity to another.

In general, it is assumed that the firm is less likely to undertake (avc
profitable) new activities a) the closer are its presedt profits to its proli:
expectations, b) the more risky is the new altarnative, ¢) the poorer is the
firm's experience with that activity in the past, d) the less reliable ig ice
knowledge of the technriques and prices assoclated with the newr activity, &) tha

less profitable is the new activity with respect to other possible alternativas,
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and £) the more "effort" is raquired for the adoption §f the new activity c=d
the more disruption is caused by any change in activities.

Export incentives of course touch directly and indirectly on all of these
factors, affecting the ris of export, its profitability, the past experience
of the firm (if it had exported previcusly), the information which the firm
has regarding export sales and.prbduction, and the éfforc 2 firm nust expend
to initiate ané maintaia exports. For instance, government services to ex-
porters may significantly affect the "effort" a firm must expend, even if the

impact of these services on actual profits is small. Mcreover, undar these

assumptions the profitability of the export activity is only ore of severa.

Ut
’

factors in the decision to expert. A profitable firm, such as one operatis
a sheltered demestic market, is less likely £o try a given export activity ..o
one facing a fall in profitabilicy due to competitive pressures or a desl v lin;
domestic market. Yessures which lower the profitability of present activities
are therefore iikely to be more effective than those which simply raise the
profitability of exports.

The importance of studying incentives as a group and within a particulcr
environment is also emphasiczed by this appreoach as a firm's perception of risk
depends upon the whole web of incentives and particularly upon its percepricn
0f the commitment of geverament to the export effort. The success of other [.7:
with exports will alsec affect a firm's éerception of both risk and the ve:i:t;;it;
of its infowvwmatien. This foetor may point to a "demonst;ation” effect thac
makes it advisable to concertrate promorional efforts oﬁ a few firms at a
time, soas to insure a success ful example.

Irndced, for a firm to inncvate it must fﬁrst be aware :hat the Inpnovacien

15 possible. Decisioas are not uad: {n a vocuwn; rether they are made amon)
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given.alternatives. It is important, therefore, to study not only the w;ys L
which choices are made among alternatives but also the ways in which innovi-

tions become alternatives. There are at least three possibilities: 1) a firm
can, in its routine search for new possibilities, hit upon, i.c. "invent," a

product, process or idea that can becsme 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 awvareness of an innovation 'forced'" upon it.
P

Although exports are, presumably, beyond the inventive stagé, one can
prcfitably investigate both the second and third possibilities above. Many
firms begin cperations completely unaware of the possibilities of the exyou:
activity; the "inventiorn” appears to have little relevance for them and chere
is little possibvility that it will be realistically considered. How then does
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? Indeeaq,
what is the nature of the search activity itself and do firms differ system-
atically in the.nature of their search activity or in the likelihocd that they

will be subject to outside influence?

fu
t{

A more formzl model is obviously required if we are to proceed much furzl
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 impact of incencives on a 'zypical”

firm's prograss toward the initiation of exporta. Such an axarcise was beycnd
the scop2 of this study; hcwever, it doas seea that this type of model will
become mor2 foasible as economists increasingly direct their attenticn to

modals of firm behavior. We then hawve taken another tacik: instead of
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attempting an ex anta explanation of behavior, we content ourselves, ianitially,
with trying to predict it, Having accomplished this task we than sze what

plausible explanations of behavior seex consistent with our observations,

The Model and the Sample

Yet even if we are to concentrate largely upon the prediction of past
behavior, a ﬁodel is still required. In that model we vetain the concepts of
the firm as an innovator and of exports as an innovation, but we drastically
reduce the number of alternatives open‘té the firm by defining an expors
"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 initiace exports, 3) the decision to consider tihe axpan=
sion of the e#port aétivity, and 4) the decision to actually expand expomts.
Increased exports result from affirmative decisions at steps 2 and 4, i,e.,
the entry of new firms into the-expo:: activicy and the expansion of that
activity by existing exporters. The goal of government policy should then pe
to increase the probability of an affirmative decision at onéAéé both of tha.:.
steps, and this will require action to increase the probabilities of affirmc-
tlve decisions at steps 1 and 3 as well.

Our approach iavolves associating various charactaristics of the firm,
the export environment and goverqéeé: poii:;eé,jwith the fira's final decisicn
at each stage of the decisiéﬁ path; ‘By regressing the various characterissice
on a dumﬁ& variable with values of zaro or uuity-—depending upon whether tha
firn has made a negative or afiirmacive decision~--the probability cthat each
characteristic or policy will be associated with an affirmacive dacision nay

be determined.
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Oﬁ coursc, 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 prcbabilities even if we
are successful in determining the probabilities themselves. This is the majcr
disadvantage of the regression technique versus the actual modeling of firm
benravior. Yet there is still much useful information which may be gained
through these regressions.

First, in designing government policy one should know ac which kinds o
firms the polic§-shoﬁld be directed. The regression anclysis indicates the
characteristics of those firms which are most likely to export and, hopefull:
to respond to, export policies. The analysis also indicates the types of

policies most valued by successiul exporters.

Second, external knowledge about the structure of the firm and the manner
in which decisions are made can be used to suguest plausible hypotheses of
firm behavior, hypotheses which can then be tested for consistency with obser-

vation, This exercise is useful not only in itself but also as a first step
in building models of firm behavior;-gs;*;h ;fder to usefully model the bahavior
of the firm one should first attempt to verify and quantify the hypotheses <f
firm behavior which the model is to embody. |

Respondents of course can often relate causal chains in the interviews
and, although there are sometiﬁes oroblems in asking them to do so--respon-
dents may somctimes simplify or félsify their recollection of the decision
process, or impose upon past decisions knowledge subseqﬁencly attained--ve
have relied fairly heavily on this practice. The responses obtained

bocth supply us with some of the nypotheses required for the regression anaiys

and serve as a check on other hypotheses which emerge from it.
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Oﬁr sample consisted of 193 firms in sixteen irdustries, including a
large proportion of the firms registe;ed as axporters with the Board of In-
vestment and a random sample of firms in the same industries which were not
go 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 expanded their exports while only 13 per cent had never considered
exports at all. Indeed, we had difficulty finding even those la:qé:_36 fir

which had never considered exports. 1In spite of our attention to expovting

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

ovned firms. Sixcy-three per cant of the enterprises in the sample were
wholly Filipino-owned, 6 per cent were wholly foreign-owned, and the repaining
31 per cent were of joint ownership. Other characteristics of the sarple aze
nore fully detailed in Chapter 6 of the Supplementary Report,

The answars to the questionnaire seem to have been given in good fa.th auc
with reasonable accuracy; however, the éu:vey suffers from its licited size,
as indeed do rost surveys of chis type. With cnly 193 firms and a norzal roce
of nonresponse, 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 intersszted primarily in exporting firms,
the distribution of firms is highly skewed in this direction. 3oth prodlems
are insolvable at this stage and we.do not feel that they in any way invaliiic:
our results. However, they have cbviously limited, to scme extent, tae use.l:.
ness of rather more sophisticatad techniques and interpretatiouns.

The most serious problem, hcwever, liss in the difficulcy of distinguis.-

ing between causation and simple ralaticn. In looking at the attitudes and :n-

characteristics of the firm at a given point in time, it is difficult to knecw
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no

yes

ye3
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yes

t
yes

= Never considerad exports

no Considered exports but never exported

Rno - Exported but never counsidered expansion
of exports

Eno - Considerad expansion bLut rever expanded

expor:s
- Fxparnded experts

NA

Proporticn
in per cernc

18

10

20

42

(Nurber of cases = 1¢3)
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vhether diffarent 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 togzether by some
coinecidence or through the causal influence of sore cﬁird and unkuown attri-
bute. In many cases causation is not zan issue, in the 3imple prediction of
scme event, for instance. However, we wish in many cases to discern the
influence of policy on export decisioés and for that purpose causation is very
important, We have; in many cases, attempted to question the fircs direcclg
about their motivations for certain zctions and we have in other cases been
aple to infer some degree of causacticn from the separation of events or attri-
butes in time. Still, we will be vary cautious in drawing policy implicaticas

fren our results because cf our uncertainty about direct causation.

Surmmary of lMajor Results

The heart of this study lies in the material of Chapters 7 and € of the

Supplermentary Report, in the analysis of the questionnaire througih extensiva

regressiva analysis. Hcowever, the afore-zentioned discussion and analysis o
®hilippine export incantives is not deveid of interest.

The major conclusions of that latter analysis are easily summarized: <=

M |
W

export incentive schemes of the Republic cf the Philippines are relativaly
straightforvard in comparison to those of many LDCs, and they are relativaly
nodest in terms of the subsidies they provide. Although many different meas~
ures are provided to exporters, th2 major incentive 13 an income (profits)
tax deduction figured on local production costs. T?e incantive is direct aac
seemingly efiiclent, but it is not large, running as a preperiien of expore

ravenues to perhaps 8 or 9 per cent. Tnere 1s, as well, ths usual import du:y
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dravback scheze, ths value of which varier graatly froa firn to firm depending
upon the volucxe and type of their izported inpuls. Yet duty drawbacks of
this type are less a positive {ncentive to expor: than thay arc the rumoval oo
the disincantive provided by tariffs. Other incentives tend to te minor.
Moreover, their value as purely export incentives is conpromiced by their often
being available to nonexport producers under the luvestzant Incentives Act.
This {s not, in itself, bad; yet onc must bte careful not to infer that all ti:e
incentives granted under the Export Ircentives Act atc incentives only for
exports. B

We cay check our estimates of the overall value of incantives with the
gigures provided by our sanple firms. The median estimcted value of all in-
centives vas 27 per cent of the expost price, although cstimates wove availadle
for oaly a rclatively umall aucher of firms., Mcdian estiaates of duty draw-
backs alonc were 17 per cent, a substantial propertion of the total. Firxs
night have a tandency to overstate the impact of incentives on their expozrz
prices and, because we asked for the iacrcase which wouid be neceasary in orcar
to equcte the profits on export sales with those on dorestic sales, firms weuld
1ikely be including racher higiher tutas of docestic profits in their esticzics..
vet, even taking the Ttesponses at their face value it is clear that Philipyin2
{ncentives are not overly generous catative to those found elscwhere.

Moreover, the most important eiport {incantive ray well be the Philippin2
gxchange rate, one of the fev in the lcss developed world which 13 not suds.
tially overvalucd. This nas allewed cxportess to recéivc relatively high exiort

prices (in terms of dorestic currensy) withcut rhe need for sudstantiol, <irec:

eunort inccniives. Norcover, the steady change in the Goverament's tarifl .

“exchange rate polley in ¢-wor of exzorters and away {rom the highly fmpere-
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substituting bilas of the 1950s and 1960s has no doubt had a substantial psycao-
logical impact on exporters, in additicn to its obviocus financial benefits.

One aspect of the incentive syscéa wnich we wers unable to examine ecpiri-
cally was the blas of the investment licensing program for Ar against poten-
tial export projects. This would make an interesting topic for future study.

We have chosen not to reproduce herein the statistical analysis of the
questionnaira but to only summarize the cajor results. The interestad reader
is referred to Chapters 7 and 8 of the Supplecentary Report.

As noted above, our major goals wers to discover the kincs of firms walch
movad along the export path and to determine the forces which motivated the-:
to do so. Our results suggest that firss progressing along the expert path
do have certain special characteristics; for instance, they tznd to be younzar
and to be run by thair owners rather than by managers. Some degree of foreiga
ownership is also associated with such firss although foreign tie-ups may
retard firms in expanding exports. and finally, export firms tend to be zoze
"progressive." Domastic market positions also saem to influance gxport deei-
sions with some weak evidence that pocr domsstic conditions encourage the
investigation of exports. Perceived threats from domestic competition alsc
seem to be associated with exporting firms except when that coompetition {s
foreign owned. More important than decastic market pover, hcwever, is the
existence cof excess capacity.

The desire to employ excess capacity iz a strong wotivation for firms .:
proceed along the export path even if che existence of'éxcess capacicy does
not sten from domestic market dififcultizs, At every stage, firms citad
capacity utilization as a prime reasoz fsg asport,

Our investigation of the goals of the firm turned up few clear conclusic.
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except that firms expect roughly the same guals of export as they do of their
overall activities. LExports seem not to be undertaken to satisfy any special
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 scem to be sn 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 expsrc. It would seem that the profits on export sales
need not be large.

A firﬁ;s relationship with government shows an interesting asscciaticn with
exports as firms further along the export path seem more rather than less dis-
illusioned by government and govermment policy. Since it is difficult to exzplaia
why disillusionment would encourage exports, we tend to conclude that exposiing

firme' contacts with government are more Jikely to lecad to probiems and subse-

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

Firms with morg_Eycy;gﬁgempf_gxports are more likely to investigate t:rem.
This not surprising observation sugzasts 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:ports disccver
any unexpected impediments to axport were more likely o go on to export tngn
those which did discover uﬁcxpected impediments, regardless of the number
expected, One of the ways in which a firm first learns of a:ports is throuzh
enquiries from foreign buyers. Yer, although many of the firms in our sampl-~
had been approached by foreign buyers and, although thése contaces did sziou~
late the investigation of exports, such contacts did not in t* mselves lead

ultimately to the initiation of exports.

The types of difficulties expecred by firms going on to export are
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suggestive, It Ls high costs and not low export prices which seem the major
deterrent to export. Both result ia 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 preminent as wa2ll in the problems which firms wish to see governmen:

address, and assistance In procuring reasonably priced raw materials is-the most

coneistently mentloned form of assistance desired., Uncertainty in the export
market is also an igportant deterrent to export,

Most firms would like to see increased governmen: ascistance for expor:cec
but their idea of assistance is quite broad, pgoing far beyond the purely finan-
cial incentives, Indeed, the role of financial incentives in export decisicns
is not at all clear. Most export firms sugges:iad that they would have exported
even if incentives had not been available and would not cease exporting if tiey
were withdravwn, while mest firms which decided against export claimed that che
presence or absence O0f Incentives also had lictle to <do wich their decision.

In edditicn, many firms do not avail thamselves of all possitcle incentives.

LY

All this suggests that the role of financlal incentives is small. Yet, in
seeming contradiction, most firms felt that Increased incantives would leac
them to increased exports. (Tnzse raspcnses are surmarizcd in Table 2.)

The seeming contradiction im these areas, however, becozes resolved wihnn

s a

[+

we viaw the initiaticn of exports as an innovatien rather than simply

[}

marginal change in the firms' aetivities., Innovations often call for larg
{nvestments in sany areas, from production to management, and these invesizenis
may in tumn demand substaatial end relacively cortain retumas. As nctad atove,

we speculatad thet the inceatives under the Philippine expere promoticn senr:

wer: small and figures provided by the firms tand to confimm this speculaticn.
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TARBLE -2

Responses to Questions about Incentives

Yas No muaber of firns
Z » rospond ine

All firms:

Did the firm receive direct government
essistance when it was established? 30 70 185

Did any government policies (e.g. tariffs)
indirectly encourage the establishment ‘
of the firm? _ 30 70 181

Eprrters 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 teen
available? 73 27 134

Would the firm continue exports if govern-
ment assistance were withdrawn? 31 69 124

Would the firm increase exports if govern-
ment assistance were increased? 92 8 129

Are incentive payments handled quickly
arnd fairly by: -

BOI 91 9 99
+ other agencies o 59 41 93

Do present incentives induce increased
lzbor content? 76 24 118
llas the above inducement changed since PD 927 29 71 72

Do you think the 1life of the incentives
will be cxtended for your firm? 86 14 95

What do you see as the condition of the
firn's export activity when incentives-

expira? 107
very good 5
good 52
poor ) 27
very poor i6

Never exported only:

Did the presence or absance of incentives
enter the {irm's decision not to export? 1 39 36

Would the firm apain consider cxporting
if more sssistance were available? 81 13 37
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It may well be that incencives,.at their current, modest levels, are not of
themselves sufficient to motivate exports. This may be particularly so in che
uncertain economic and policy climate perceived by most Philippine firms where
dependence upon any current policy measures might be aveided as being too risky.
Other more “stable" factors--factors over which the firm has more conmtrol--
would then form the basls for a positive cxport decision. Once exporting icw-
aver, i.e., once thg investment has been undertaken, incentives are useful and
mey be considered in making marginal decisions about the volume of exports.
There is, then, a two-part problem, getting the firm to export and tien increasing
the level of its éxports; financia; incentives may be usaful for the latter but
not so useful for the former., (Or, to put it differently, the level of iacea-
tives required for the former may be completely inapprooriate for the latter.
Other kinds of assistance--i.e., direct aid in establishing an export business--
ma& thus be more appropriate for potential exporters and the responscs of cur
sample firmg suggest the variety and importance of such assistance could be
substantial.

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 dc if it really wanted to encourage exports in this in-
dustry'). Aithough financial incentives figure prominently in their

responses, they be no means stand alone.

Policy Implications

The major policy implications of this study stem, we believe, from the
rather clz2ar conclusion that the decision to export is indeed seen by Philip-

pine firms as an innovation. Ignovaticns do not result £rom marginal



TABLE 3

The Most Important Things Government Could Do to Eacourage Exports

nurber of proportion of proportion of
mentions all mentions firms responding
(%) (%)
Give more incentives 57 19 34
Assist in financing 39 13 23
Reduce tariffs on raw materials, reduce the
ccst of utilities 18 13 23
Imprcove cxport procedures and government
services 35 12 21
Assure the availlalbility of raw materials 18 6 11
Estzblish a better inforwmation and consulta-
tion center 13 4 8
Elininate the export tax 11 4 7
Assist in export marketing 11 4 7
Subsidize labor training programs 10 3 6
" Assist in developing better production
technology 10 3 6
Relax restrictions on imported capital 9 3 5
Establish bonded producticn facilities 92 3 5
Reduce high ocean freight rates 4 1 2
Assist in the provision of infrastructure 3 1 2
abolish the minimum wage 2 1 1
Other 27 0 16
Total 296 100
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dacisions, and therefore naither marginal analysis nor policies desigued'on
the basis of warginal analysis will work properly in inducing firms to exporc.

Traditional financial incentives are designed to alter the rcfacive
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 innovazivé activity and incréase the
1ikelihood that it will be undertaken. Yet profitability is not the only
consideration in the decision fo innovate and the degrce of profitability
neaded to ovevcome other obstacles to innovation, such as uncertainty, a
lack of information or simple inertia, may be grzat. Moreover, unlike the cost
of inputs and the prices of outputs, these other impedimanes to innovation
will vary greacly from firm to firm. Therefere, although financial incentines
may result in equal profit incentives for different firms, they will not
result in equal amounts of imnovative activity. There are then two problens:
different firms will require different amounts of inceatives and the amounts
of incentives required for the introduction of exports mry prove to be over-
generous for the maintenance and expansion of exports. Wnat arz needed then
are: 1) some method of identifying those firms most likely to iannovate, alecay
with the lavel of incentives appropriate for 2ach and/or 2) other, hopefull:
more efficient meaus than financial}incencives of inducing innovations. This
latter accomplishment would allow financial incentives to be vsed more efii-
ciently in their proper role of altering marginal decisicns en the maintanaac.
and level of the export activity.

We should note agaln that the 2oard of Investmencs is also aware of these
problens for it faces the not uncommen situation of awarding cvergenerous in-
centivas to exporting firms while still wondering about tha bast way to inducz

new exportars.
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Cur study has shown! we believe, that export firms do share 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 makers. First, we have only begun to define
those characteristics and we have not ourselvns attemptaed to identify poten-
tial exportars, 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 offerad
equally to all comers for both good political and better administrative reasons.
To attempt to discriminate among firms on the basis of the rather subjective
characteristics.wve have begun to define would ianvite both ccnscious and uncen-
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 initiastion.

Another observation of the study givas this point increased relevance.

Most export firms do not make the decision to expor:z on the basis of financiai in-
centives at all but rather they make their decisicns on the basis of ocher,
mor2 fundamental considerations. Many firms szem not tc avail ¢f all the iacern-
tives for which thay are eligible, and most firms insist that they would have
dezided to export even in the absence of incentives and would esatinue to
expore Lf facentives ware withdrawm. Firms disregard incentives fov at least
two, interrelated reasons. First, immediate prnfitabiligy is wos the only
cnsideraticn in the deeision to expert. Our data suggest that firms see)

a8

cather mere loag-run goals from export and that they ara2 mora effeccivaly puche
than pulled inco the cupert activity. Second, Firms are raluczan* to placa

. bt

teo much falth in gevernment pelicy and chis element of unsevtaiaty makes firma


http:characteristics.ve

27

24

hesitant to engage in any so fundamental a change in'the aperations of tha fim
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 governmant
policy. Strong incentives should be limited in duration because they ktecome
much’ mowre powerful and thérefore much less necessary in the margiral decisiQns
of established exporters; yet the limited life of these incentives renders them
much less eifective in performing the task 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 learnad any-
thing from the érowing literature on infant and state-supported industries it
1s that activities initially dependent upon subsidies seldom mature to self-
sufficiency. And the Philippines is particularly fortunate in this ragard since
its reasonable exchange rate allows firms to arrive at sound economic dacisions
in the social as well as the private sense without large incentives.

We do not, of course, wish to argue that incentives are then unnecessary,
simply that finaqcial incentives may not be the most appropriate means of
irducing firms to begin enports.

What then does induce the initiation of axports? Well in keeping with
the view of exports as an innovation, a push of some kind seems particularly
important. For the firms in our samplae, the desire to utilize excess capacity
seemed to be a major push, as was the existence of domestic competition. Yat
it was not the weaker Firms which were induced by these forces, for firms
seldom mentioned poer profit periormance as an inducement to expore. Rather

it seemed as if excess capacity or decreasing domestic markat potantial forced
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‘firms to recexamine their whole orientation. Ficrms were not then pdshed into

exports by temporary crises, but by more long-term considerationms. Short-run
profits were definitely rot a goal of firms initiating exporcs.

Once again it is not clear how useful an observation this is, for how
ran government policy yield sucﬁ a push? Can government-threaten domestic marke:
positions or purposefully create excess capacity? In the former case it would

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

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

case, the creation of excess capacity can be extremely costly in capital-scarce
cconomies. Yet perhabs there are some more useful implications.

First, the "push" factor points to the oft-not:d fact that mature, compeci-
tive industries make betrer export prospects. ULomestic 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 urods f;rms to consicﬂr
axports and which allows them to do so. Of course, government cannot play too
direct a role in this process; the stinulation of competition iz a matter of
overall development strategy rather than of specific incencives. Yet the
importance of "market" solutioms in the context of private firms is demon-
strated once again. Industrial licensing policies are, perhaps, one area in
which gbvernment can play a more direct role in this process. The licensing
of extra capacity in mature industries, largely fer 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-

tificd characteristic of potential exporters. If government can identify thosa
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firms and industries where "push" factors are already in operation, fovernmenc

‘inducements to export might be more effectively and efficiently applied. We

shouid note at this juncture that firms often scem to have been induced to
export by the successful export activities of other firms in their industry.
The existence of this '"demonstration eifect" and the need for a prodding toward
export would seem to imply that a concentration of prométion 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 thean
at the firm level and the externalities of the demonstration effect can be mor-
effectively empioyed. Japan and Xorea both seam to have used this approach to
good effect.

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

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

firns to consider exports. Aléﬁough they were not, in themselves, sufficieat
to lead firms to the initiation of éxporcs, such inducements may at least
satisfy the precondition that firms be made forcefully aware c¢f the export
activity. In this vein we should emphasize that the simple availability of
accurate information aboutr exports ané exporting is very imporiant in the

early stages of the export path. Firms cannot consider alternatives about
which they have little information ; the provision of useful and accurate
information (e.g. of export prices, policies, pracedures and successful experi-
encas) to a laége aumber of firms without their first having to request it
could prove to be an inexpensive but effective means of promotion. Althougnh

tha provision of information and forecign contacts may not seem to provida a pr:

to export, cvidence Erom chiz and other scudies supgests that firms will acecep:
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an innovation if they can effectively be made awarz of its soundness.

0f course, other policies too might be used to provide a "stick." For
{nstance, the Philippines now fequires exports for the regietratlon of certain
firms, especially foreign-owned firms, and other countries tie capacity licenses
and the provision of rnﬁ materials to a commitment to export. Such policies
are no doubt effective but their efiectiveness is generally limited to those
firms wishing to expand or change products, i. e.;yzggvnore innovntive Cirms.

Yot these firms may, given the existence of relativel& ratiqnal market signals,
be the very firms least necedful of heévy-handcd.policies. Does an "overkill"
present problems? We are not in a position to give a definitive answer. Clearly
not all firms are equally capable of efficient exports and one danger of

overly powerful incentives is that inefficient firms might be induced or

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

vhen the {incentive tzkes the form of che stick rather than the carrot. Indeed,
one of the beauties of finaneclal incentives is that they hestow rouphlv equéiﬂ
gains on all firms and therefore maintain the differential bectween more and
less efficient firms., Force, on the other hand, tends tec make no such dis-
tinctions.,

An important area of future researcn would seem to be this problem of now
best to provide the "push" factors which are seenmingly necessary for the
initiation of wexports.

All of the discussion to this point has assumed that the market prbperly
reflects the basic soundnass of exports as an innovation for the firm in tarms
of its private and social profitabilicy. Although this is not a valid assume-
tion in many LDCs, it does seem to be a velid one in the Philippines, at least

since the advent of the liberalizing policies of cthe past fiva to ten years.



Yet there is room for policy action in this ragard 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 finance. Cf course
any firm would liﬁe to see government take any action which will lower its
costs withoﬁt 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 ofvbroblems cited by firms sesm amenable to government
policy and justified by the circumstances.

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

the formulation of solutions would require more detailed resecarch into specific

areas of difficulty. But the general thrust of our findings indicates that
govemnent should, where possible, concentrate on providing, threugh the market,
a sound economic bas’is for the export activity while at the same time prodding
firns to activaly consider the new activity. Certain policies, such as the
aucy drawback, may therafore be necessary in order for market imperfections o
be ameliorated. Howaver, as long as firms continue to pay more attention to
market signals than to governmeat incentives, the market, not simply government

sudsidies, must refiect the profitability of exports.

This study has, perhaps, raised more questions than it has aaswerad. 2Zut,

if it has at least indicated the relevant quasticns to be askaed, it will have

Lt

succzeded in thz majority of its goals., If we were to isolate the singla xo
important observation it would have to bz that direct financial incantives have

not led Philippine firms to consider expcorts; rather it has been the more
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direct prodding of domestic difficulties aﬁd external contacts which has done
co. The eapericnce of other countries, such as India, where dmport ond indus-
trial licensing policics have been uscd successfully to "prod" firma to export,
confirms the importance of domestic factors in export decisions.

Yet the wisdom of intorfering so directlﬁ in the nffairc of the firm {3
not clear. Such interference generally results in distrust of governmeut by
the firms and may tharcfore be self-defeating in the long run. lMore i{mpcrtantly,
the econoaic costs of such interference are fregquently Qery great, i{n terms of
{nefficient resource allocation, and yet they are hard to measure and cven
harder to control. The beauty of direct financial tncontives is their sim-
plicity, both in measurerent and control, and it remains to be seen if more
effective policies can bde designed for the early stages of the export path.

At the later stages, fims seem nuch rore cognizent of the divect prefi-
tabilicty of exports and thus of the role of expor: incentives. Yeve, however,
the inzeatives requirad may be far smaller than thosc needed &t the carlier
stases. Firms are rore aware of the benefits of exports to their business,
perzeived risks may be much smaller, and export-related costs ray have decreassd.

We conclude that the decision to axport is an {nnovatiuvn for the Iirm anc
that governmeat policies should thea distinguish between the recruiimant of
new export firms and the encourajezent ol existing export fims. Direct fiaan-

cicl {ncentives, althoush possibly cffeccive for the latter purpese, <o not

secem cffective for the former.
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(NOTE TO INTERVIEMER: In making vour introductory comments, please
emphasize three things, namealy, (1) the con-
fidentiality of the information obtained in
the intesview, (2) the four stages invelvad
in the fim's export development sequence,
and (3) the great importence of assigning
events to the specific stage to which they
belong. Below is an ezample, more or luss, of
how a typical introduction may go.) -

INTRODUCTORY COMMEKTS

This survay is for a project baing done jointly by researchirs
from the University of the Philippines and the University of Michigan.
It is a study which will be used for scholarly purposas. It is not Seing
dene for any government department not will any govarnment departmen*
have access to the rasults of individual interviews. The identity of “he
Tirms will de kept strictly confidential; 211 cata will be prasentad in
such a way that no firm can be identified, '

The study is intended to obtain a better understanding »f how
and why firms turn ts exports as 2 regular activity, cnd how tho presence
of export incentives influences thuir decisicns. UYe heve triad to Jis-
tinguish four stages on the prti to @ firm's baccming a Tull=-pladged
exporter:

At the first stage, a non-axporting firm begins to think
about experting and then decides either to sariously and SyS=
tematically investigate export pessibilities or to forget the
vihele matter,

At the secend stage, a Firm which has investigaty?
exports decides either to export er net to expert,

The third stage finds an experting firm wondering whether
to sericusiv ard systematically investigate expanding its
export activities.

The fourth and last stage involvas the actua] decision
as to whether exports will or will not be expanded.
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Intreductory Corments

We would like te follow vour firm thrﬂuqh these various
stages, up to the stage at which it is now lecatea. It may ke dif-
ficult to separatec each stage in time--we often find firms sliding
from one decision to the next withcut consciously hav1n9 done so--
but we ask that you think back over yuur éxpericnc? and remcmber
avents pertinent to each of the stages describz. above,

Ue will begin with a few questicns abtut the firm and its
background and then procucad to the rast of the interview, At the enc
of the interviaw we wi1l ask vou to help us fill cut a very bristd
list. of statistics abuout your firm, If you fecl strcnﬂ1y that a
question is 1nuppropr1a~~, simply say so.  Pledse o not hesitn
Jxpand upon any-answers or to make any comacnts which you Teel ¢
rclavant.,



-EXPORT INCENTIVES PROJECT
University of the Philippines-University o€ Michigan

FORMA: BASIC INFORMATION
(For all £irms)

I, Intxoduction

1. Name of f&rm

Address

Telsphone Number

Respondent:
2. Name

3. Position

Interviewer:

Name

Date of interview

LI, History of Firm
4. Date established (month) (year)
S. Ownership (check):

(a) Wholly Filipino owned

(b) Majority Filipino owned

(c) 59/50 Filipino/foxeign owned
(d) Majority forcign owned

(e) Wholly foreign ownad

(f) Independent
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Form A: Basic Information

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

If partially foreign owned, i.e., (b) oxr (d) above,
proportion of foreign ownership %
nationality of foreign ownex(s)

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

nationality of parent company

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

etc.)
Name Background/Experienca
()
(b)
()
(4)
(e) Did any of the organizers/managars have any
experience in export/import trade? YES NO
7. (a) Current Manager
(b) Relation to Principal organizer(s)
(e) Did the current manager have any import/export
experience before joining the firm? YES NO

8. Have any of the ownex(s) and/oxr other high~level
employees of the firm attended college?

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

other (specity) YES NO



Form A: Basic Information

9.

10,

11,

Have any of the owner(s) and/or other high-leval

employees of the firm graduatad from an undergraduate

or graduate business curriculum?

ownex(s)

firm manager
export manager
other (spacify)

Have any of the owrex(s) and/or other high-lavel
employees of the firm ever attended 2n "export
seminar" or other similar event relating to exports?

owner(s)

firm manager
export manager
other (specify)

Have any of the owner(s) and/or other high-lavel
employees of the firm ever traveled abroad?

owner(s)

firm manager
export manager
other (specify)

Do any of tha owner(s) ard,’cr other high-level
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

YES
YES
YES
YES

YES
YES

YES
YES

YES
YES
YES

YES

NO
NO
NO
NO

NO

NO
NO

NO
NO
NO
NO

NO
NO
NO

NO



Form A: Basic Information

13. Activities, Products and Markets of the firm:

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

Activities Preducts Domcatic Export Date
Markaet Markot Begun

(eg., manu- (eg., Manila, (eg., U.S.,

factures, provinces none)

import, etc,)

(b) Discontinued (z2y specisl care to export activities.)

Activities  Prcoducts Domestic Exgort Crioipal Date
Market Marlet Activity _Btewped

(eg., manu- (ag., Manila (eg.,U.S.

tactures, provinces) nonz)

imgort, etc.)

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

importer? YES NO
exporter? YES NO

15S. As you see them, what are the major goals of the firm?
(Mark po213 in column A 15 of Form Y, V!rite inany
goals not listed on Form Y.)

16. Specifically, how do the following rank =s goals for the firm,
i.e., major, mincr or inconsequential? (Eaumerate =1l goals
on Form Y not already mentionad in the above question and
mark the rasponse in column A 16).



Form A: Basic Information

17,

18.

Given the goals you have mentioned, are there any toward
which you feel the firm is £ailing 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 Ferm V),

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

III, Market Information

15,

22,

Does the firm produce at all for the domestic
market? .ES NC

(If no, skip to question 28, CQOtherwise, continuc)

For firms producing 2t least partly for the domestic market

What proportion cf the domestic market does the
firm hold? %

Has the firm's positicn in the domestic market over
the past five ycars (cneck one) -

(a) growa strongar
(b) remained thz samc

(e) grown waakex

Does the firm's domestic market pesition now scem

(a) threatenzd by Filipino owned, domestically
based competitcrs YES NC

(b) threatened by fore:gn owned, domestically
basad competitors YES X0



Form A: .Basic Information

(c) threatened by foreign owned, foreign based

competif?rs, i,e., imports YES
() threaten;ad by fnlliné or stagnant Jomestic

dema.nd YES
(e) threatened by rising costs YES
(f) threatened by a shortage of inputs YES
(g) threatened by a change in government colicy YES
(h) threatened by other (specify) YES
(i) not threatened | YES

23. Do the firm's major cumpetitors includs firms which

are
(2) Filipin> owned anl Jomestically basel YES
(b) £oreign swned and domestically basel YES
(c) joirtly ownel and dumestically based YES

(d) don't know uwnership but domastically basel YES
(¢) £oreign swned and foreign based (i.e., imgorts) YES

(£) other (specify) YES

24, Cen the firm raise its price up:n its own initiative
without losing 2 Iot of sales to its competitors? YES

25. Cculd the firm now sell mexe of its product on the
demostic markat withsut having to lower its prices? YES

I£ yes, why has it not dona so?

26. What are the rcssibilities for growth in the domestic
market? (check cne)
(a) excellent

{b) good

(c) faixr

(3) peer

NO

NO
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Form A: Basic Information

27,

28,

29,

30,

Is the £irm (check eac)
(@) exporting at piresent?

(b) no longer exporting, having
exported in the past?

(e) not exporting, nhaving never
exported in the past? .

Cnlv for those who checked (a)

(3) Has the firm evar sericusly and
systematically exglored the
possibility of exporting?

YES NO

Who would be respensible for making decisions regarding

exports?

His position

Dces the firm have any department responsible for
seeking nocw markets or activitics?
Do you have any tie-up with 2 foreign firm?
If yes:
Type of tie-up

Prcduction/Marieting license
Technical/Managerial assistance
from forairn firm

Nama(s) of foraign firm(s)

YES NC

YES NO
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Form A: Basic Informaticn .

31.

32.

33.

34,

35,

36.

37.

38,

39.

Nationality(ias) of forxeign firm(s)

Prcduct(s)/Service(s) involved

Specific technical/managerial position(s)
involved

Does this tie-up in any way invelve ur
restrict exgorts? YES

If yes, how?

Has the firm begun producing any new products within
the past 5 yeaxs? YES

Has thae firm ceased producing any products within
the past 5 years? : 3 YES

Has the firm changed the methods and/ox organiza-
tion of its production process within the past
5 years? YES

Has the £irm tried to enter new domestic markets
within the past 5 years? YES

Has the firm begun selling to any new export
markets within thz past 5 years? YES

If yas, number of new countries

total number of new buyers

Has the firm changed the specificaticns ani/or
features of its products within the past § years? YES

Has the firm in 2ithor its demestic or export markets
bagun any new marketing campaizns or substantially
changed its existing marketing practices within the

past 5 years? YES

Does the firm consider itself pregressive in relation
to other firms in this industxy? YES

Does the firm consider itself progressive in relation
to other Philippine firms in general? YES

NO

NO

NO
NO

NO

NO

NO
NO

NO
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Form A: Basic Information:

40, Overall, how satisfied is the fixm with its current
situaticn? (check one) -

very satisfied
satisfiad
dissatisfied
very dissatisfied

I

(Go to Form B, starting -
with Part I7if the answer to question 27
is "(a)," "(b)" or "YES" on "(d)'--i.e., if the fi*m
has ever exported or considered exports, and
with Part II 1f the answer to question 27
is "NO" on "(d)'-~i.e., if the firm has never
considered exports.)



FORM B:  EXDLOGTION COF EXFORTS

Note to intervicwer: Please indicate.to the
respondent that you are
ncw on the first stase
of the export develspment
sequernce,

(For firms which have scriously considered expeorts at any time,
i.e., thecse who checked aither {a) or (b) or "Yes" to (d) ¢f
questicn 27, Form A, start with Fart I; for firme which never
consideral axports, skip to Part I1.) ’

PART I, YES, Explored Exports

Background Refore Expleraticn

1. How disi the firm criginally feel oxperts would
contribute to the goals ¢f the firm, i.a., the
voals listed previcusly? Did the firm feel
exports would contribute greatly, a little, not
at 211 =r ditract from each of these gnals?
(For each goal marked in ciiumns A5 ant 316
mark the apprepriate respenses in column O1 of
Fera Y.)

2. hWhat rate of orofit, ralative t> the rate of
profit on domestic salzs, <o you think the firm
wculd nmave then reguired on exports?  (cneck

cne)
hizhaer?
the samz?
Tewer?

3. Yhat major or aincr orobloms or dmpadiments
to initiating exparts i the firm 2riginally
sec? (If the imgediment is listed un Form Z,
mark the approrriate restonse in column 53,
Urite in any impodimants not alrcaly Tisted,)
. Specifically, did the fivm thenscn any of
th: follawing as miajor Cr mincr dimpoliments
to initiatine expores? (Enumerate 2311 impce
diments on Form Z, uhich ware not montiong: in
tre quostisn alove ond mark the aonrenriate

r

response in culumn Lo, )

Note to interviewer: This 1s the oaly tine the imrediments will be
enumerated so de se clearly e carafully so
that the respondent can recall thom in later
questions.,
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5

Form 8: _Exzloration of Exports

5.

Before the firm systematically explcred
the possibility of exgcrting, <i. the firm

kncws
(a) the standars f.c.b. export rrica? YES NC
(t) about financing arransements for .

the oxport of this_nroduct? YES NC
(c) abtout shipping arrangements for

the exjort of this projuct? YES NO

(¢) about praduct specifications (2g.,
special featuras, packaging) required

f exports? . YES NC
(e) the names of any Yorei-n buyers of
this prolduct? YES NO

"(f) the nemes of apy agents ir the Philinpinas

which handled the export of thic prciuct?  YES  MQ
(3) of successful Philippine exporters of this

preduct? YES 0
(h) of any govermment sutsidies or suport

for the export c¢f this praoduct? YES MO
From what scurces ia. the fiem attained what-
ever information it hat abeut @Xports, ey.,
frem T
(2) other firnz? YES )
{(X) trade pubiications? VES it
{¢) newspapers? YES M0
(<) goverinent zaniuncaments o suliications YES 1)
(2) cuntacts with Luyers or asents abrcas? YES e
(f) centacts with tra'ers f acents in the

Philinnincs

(9) ether (spccity)?




Farm B: Expleration of Exports

Initial Ex,'loraticn

8.

9.

When &2 the firm first begin to expleore exgorts
as 2 ;ussible activity? (month) (/ear)

What nrcmi.ted the firm to cctiVer axplore the

possicility -f exporting?

(2) dissatisfacticn with the lavel of
total earnings YES IIC

(L) dissatisfaction with tho rate of
28

vrofit on domestic salz YES MO
(¢) Aissctisfacticn with underutilizes

capacity YES NG
(2) lissatisfacticn with the jpessikilities

for growth in the domestic market YES NO
(E) o cxistence or .;u:.si..'i.lit" of too

much comeetition in the -mastic market YES NO
(f) the success of other firms in the industry

in exports YES G
(3) inquiries from foreica buyerd ~p¢oagents YES MO
(h) the travel =hraad of an owner or cmployac

of the f1"n ES iC
(i) other (s;ecity)
Pleasc eserite ha the fie wart abut cxglovian
2Xports.  Spocifizaiiy, ’
{¢) who maadlue this jub?
(.) wibat dinformeti.n 49t the firm so:ai?
(¢) where #41¢ the firm find the informaticn it

suusht, 05, From

(z) othur firms? Yes L

(5) trade pubtlicationsg? YES 1
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Form B:  Expleraticn of Exiorts

10,

(c) neuspapers? YES

() covernment anncuncements cr
wubifcations? YES

(e) cuntacts with suyers cr 25ents
abroad? .

(f) --contacts with traders or acents
in the Philipzines . YES

(g) other (specify)

YES

(d) how long did the process take?

What, if any, impediments to exports were
discoverad in the courss of itsinvestizatiin
which precluled any further consiceration of

-the export possicility?

After Exnlioration

[P

After axploring exports, did tho Firm dig=-ver
thet exports woull not moke the expanded cone
tritution to nd e mire of the £.als yitich ha

bezn sct for thom? YES

D1 whe firm liscover that exiorts weul? con-
trituty tovard one or more qoals wiich ha
ot tecn sct f r them? VES

IT yes, tovard which oal{s)?




24

- Form B:

Exploration of Exports

13.

14,

15,

16,

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

Did the firm disc

more profitable
Just as profitable
less profitable

over that one or more of the

expected impediments to export would nct turn out
to be as important as originally anticipated? "YES . NO

If yes, which impediment(s)?

Did the firm discover cne or more impediments

to export which would actually be more important

than anticipated?

YES NO

If yes, which impediment(s)?

After the explora

tion of exports was the firm con-

vinced that exports would be (check cne)

than it had origi

more desirable
just as desirable
less desirable

nally thought?

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

in question

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

For firms which Jecided not to expsort, continue wi;h Form C,

Part II.



Form O0:

Exploration of Experts

PART 11

17.

PO
(3]

For firms which never ccnsiderad axperts, i.2., those
why answered “Ne" t: quastion 27(d) Furm A\,

PMlaase tell us what ycu knew atcut axports of
your product(s) from the Fhilippines. Hould
you Know:

(a)
(v)

(c)
(d)
(e)
(f)

(7)

From what swurcss nas
expcris ant! ex; rt saies,

(a)
(%)
(c)
()
(e)
(¥)

()

the standerd f.o.be export price?
about financing arrangements for the
export of this product?

about shipning crrangements for the
axpert of this ;rouuct?

about product specifications (eg.,
sackaging ) roquired of exports?

*the namcs of any forsicon tuyers of

this praduct?

+he nemes of any agents in the
Philippines which hanile the exyore
of this product?

of successtul ithili; nine exporters
of this procuct?

of any guvernment sulsiZies = sulzov
for the ax ort of this pyaduct?

e = 4 . (e | 1] E
the firm Yearnad alsut
3

7., frim

.

trade ;ulidications?

news;a; ers?

jovernment enncuncaments or unlicaticns?
contacts with buycrs or agents aLriad?
contacts with traters - 2gents in tik
railipnines?
other (s;ecify)?

YES

YES

i

if)

Z

B

i

NC

N

M


http:standr.ar

Form B:

Exploration of Exports

19.

20,

21,

22,

23,

How does the firm feel exports might contri-
bute to the goals of the firm, 1.e., those
Tisted previously? Dcas the firm feel exports
would contribute greatly, a littie, not at ali
or even detract from each of thesa goals?

{For each goal markad in columns A15 and A6,
mark the appropriate response in column F24 of
Form Y.)

If the fim ware to export, would the rate of
profit that it would require on exports be
(check cne)

higher
the same
Tower

than the current rate on domestic sales?

What majer cr mincr preblems or impediments
to initiating exports does the firm sce?

(If the impediment is listed on Form Z, mark
the appropriate response in column F26. MWrite
in any impediments not already listed. Do
not enumarate impediments, but give examples
if necessary.)

Why has the firm never systematically
investigated the peossibility of exporting?

Does the firm fecl 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 “"tco much trouble"?
(e) obviously unprofitable?

YES

YES

YES
YES
YES

NO

NO

NO
NO
HO
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Form B: * Exploration of Exports

24. Did the travel abrcad of an cwner or emplayee
of the firm stimulate any interest in exporting?

25, Wnat are the firm's plans for the future, eg.,
does it plan to:.
(a) 1increase outhut?
(b) invest in new plant or equipment?
-(¢) enter new domestic markets?
(d) diversify products?
(e) other (specify)?

26. What changes in prices, ccsts, gcvernment
policies, etc, might lead the firm to consider
the possibility of exporting?

27. What changes in prices, ccsts, government
policies, etc, might lead the firm to begin
exporting?

(Go to Form G.)

YES

YES
YES
YES

YES -

N)

NO
NC
NO

NG -



FORM C: EXPORT OR MO EXPORT.

Note to intervicwer: Please indicate to the
respontent that ycu are
ncw on the sacond stage
of the exnort develop-
ment sequence.

(For firms which decided--

to actually export,i.e., answere! (a) cor (t) to
questicn 27, Form A, start with Part 13

not to export, 1.2., answered (c) to question 27,
Form A, skip tc Part II.) -~

PART 1. YES, Expcrt

1,

3.

5.

Exactly why did the firm decide tc export?

When did the firm begin experting?

menth - - - vear

What sroduct(s) did it then export?

How much Ji4 the firm axport in the first
12 months of its exnort cperatinns?

In §he first 12 months, Ji! the firm (check
one

(a) purposely hold tack exgorts
to tost the market, cr

(b) try to expcrt as much as it
could?
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Form C:

Export or No Export

6.

8.

9.

10.

1.

Did the firm have to alter its product,
its production precesses of its normal
methods of doing business in crder to
export?

If yes, please explain

In its-first axperiences, 4id the firm
find that it could compete well in its
export markats?

Did the firm Jiscovaer that exports did
not centritute to cne or mere of the
goals which had Seen set for them?

If yes, which gcal(s)?

Did the firm discover that exports con-
tributad to one cr mcre anls which ha!
not been set for them?

If yes, which gsal(s)?

Did the firm disccver that cne or more
of thc expected impediments to export
wera actually noct as important as hao
been anticipated? '

I¥ yes, which impadiment(s)?

Dil the firm discover Cne or mire impo-
diments to export which were msra impore-
tant than anticijeted?

If yes, which impediments?

YES

YES

YES

YES

YES

YES

NO

MO

M9

N

=
o
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Form C:

Exgort cr Ho Expert

I1.

13.

* ]40

(1f

Has the orcfit on expert stles then
(check one)

higher
the same
lower

than that on dcmectic sales?

Altogether, how C1 the success cf the
original cxpert ex;arferce cemzare with
the fim's oxpectaticns (check cne):

exceeded expectaticns
metched oxpectations
fell short of expectations

Has the firm avor systematically consi-
dera! the exgzension of exports?

the answer is Yes, prccead to Ferm 0, Part I,

1f the answer is Mo, prcceed tc Fcrm D, Part I1.)

NO_Ex;orts

15,

Khy ¢id the firm <ot
it Socause it he!l 2 feelins:

(3)
(L)

(c)
(4)
(e)

At 2 ooxport?  Uas
that cxserts were simch w Aot commnati-
“le with the firm's -~roscent dccivities?
that exnarts wwulo att oo eongatitle
with ;ossitle futurc activities of the
firm?

that ex;ores wiere to.o "risky" or tes
"uncartain"?

thet nit ansush wes kaswa oltut oxperts
for the firm to comit itsclf?

thet exgorts were sim, ly "tzo much
trouble®,

woocpeoasen

YES

YES

YES

YES

YES

TES

N0

NC

ro

Ho

NC

ne
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Form C:

Export or HNo Export

16,

17,

18.

19,

(Go

D D ED D D D D RSN PP D G €0 G0 D DD SPGB GIER WP W I @ O D I B @

(f) that exports were simply nut
profitable? YES

(g) and/or scme cther rcason(s)?
(spucify)

Are the firm's attitudcs toward exports ncw
(check one):

mora favorable
the same
less favorable

than they were when the cecisicn not te
axsort was mace?

lihat are the fim's plans for the future,
ec., does it plan to

§a increasa output YES
b) 1invest in new plant cr equigment? YES
éc cnter new dcmestic markets? YES
d) entar new product markets? YES
(e) other (spacify)?

What changes in prices, cests, government
policies, etc. misht cause the firm te
actively roeconsidir the pessibility of
exporting?

What chenges in prices, cests, government
policies, etc, might causc tha ©irmm to
actually begin axperting?

to Form G.)

ND
NC

o
NG
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FORM D: EXPLORATION OF EXPAHSION

Note to interviewsr: 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,

PART I: YES, Explored Expansion

that actively explored expansion, i.c., "yes" to
question 14, Form C, proceed with Part I

that have never considered expansion, i.e., "No"
to questicn 14, Form C, skip to Part I1.)}

1.

3.

4.

Before the firm began to explore the expansion
of exports, how did the firm feel that the
expansion of expoerts would contribute to the
goals of the firm: .greatly, 2 Jittle, not at
all, or detract? (For each goal marked in
columns Al5 and 16, mark the appropriate res-
ponse in Column D1 of Furm Y.)

 What raoté of profit on expanded exports did

the firm want, relative to that on then current
exports? (check one)

higher
the same —
Tower

|

—————

Before the firm began to explore the expansicn
of exports, what major or minor impediments to
expanding exports did the firm foresee? (Do
not enumerate impediments but mark the res-
ponses in column D3 of Form Z.)

When did the firm first begin exploring the
expansion of expcrts? month year




Form D:  Exploration of Expansion

5.

6.

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

(2) the realization that export market
was more profitable

(b) dissatisfaction with the level of
total earnings

(c) dissatisfaction with rate cf profit
on domestic sales

(d) dissatisfaction with underutilized
capacity

(e) dissatisfacticn with the possibilities
- for growth in the domestic market

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

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

(h) gradually increasing expert orcers

(i) inquiries from forcign buyers or
agents

(j) the travel abroad of an owner or
employee of the firm

(k) other (specify)

Was the conduct of this secend exploration
basically different frcm the first expicra-
tion, i.e., that of exploring the initiation
of exports?

(a) who handied this second
exploraticn job?

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

YES
YES
YES
YES
YES
YES

YES
YES

YES

YES

YES

NO

NO

NO

NO

NO

NO

NO
NO

NO

NC

NO



Form D: Exploration of Expansion

. (c) where did the firm find the information
it sought, eg., from
(a) other firms?
(b) trade publications?
(c) newspapers?
(d) government announcements or

publications?
(e) contacts with buyers cr agents
abroad?

(f) contacts with traders or agents
in the Philippines?

(g) other (spccify)

(d) how long did the process take?

7.- What, if'any, impediments toc expanding
exports were discoverad in the course of
its investigation which precluded any fur-
ther consideration of expanded exports?

8. After exploring the expansion of exports,
did the firm discover that the expansicn
of experts would not make the expected con-
tribution to one or more of the goals which
had been set for them?

If yes, toward which goal(s)?

%1

YES
YES
YES

YES

YES

YES

YES

HO
NO
NO

NO

NO

NO

NO



Form D:  Exploration of Expansicn

9.

]0.

1.

13.

<Y

Did the firm discover that thc expansicon

of exports would contribute toward cne

or more goals which had not been ex;ected

of them? YES MO

If yes, toward which goal(s)?

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

more prcfitable
Just as profitable
less profitable

than had been previously thought?

Did the Tirm discover that orec or more of

the expectad impediments to expanding

exports wiculd not turn cut to bhe as impor-

tant as originaliy enticipated? YES NO

If yes, which impediment(s)?

Did the firm discover one or mcra impediments
to expanding exports which would actually be
more important than anticipated? YES NO

If yes, which impediment(s)?

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

more desirable
just as desirable
less Jesirable

than had been previcusly thought?
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Form D: Exploration of Expansicn

14, After the exjloration, was the final
decision tc expand exports? : YES NO
(Go to Form E, starting -

with Part I if the firm answered "Yes" to question
14, i.e., decided to expand exnorts; and

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

PART 1I. MO, cid not Explore Expansion

15. Why has the firm never systecmatically
explored the possibility of expanding
its exports?

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

If yes, what are these barriers?

17. Does the firm feel that expanding exports

(a) will conflict with present activiti~s

of the firm? YES NO
(b) will not be ccmpatible with pussible
future activities of the firm? YES NO
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Form D:  Exploration of Expansion

18.

19,

20.

21,

22,

(c) 1s too "risky" or "uncertain" YES
(d) is "too much trouble"? YES

(e) 1is simply not profitable? YES

How does the firm feel that the expansion
of exports would contribute to the goals

of the firm: greatly, a 1ittle, not at
all, or detract? (For each goal marked

in columns A15 and A16 mark the appropriate
~esponse in column D18 ¢f Form Y.)

What rate of prefit relative to the rote
of profit on current export sales wculd the
~fir? require on expanded expcrts? (check
one) - :

higher
the same
Tower

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

What are the firm's plans for the future,

‘0., Cdoes it plan to

a) increase cutput YES
b) invast in new plant or equipment? YES
c) enter new domostic markets? YES
d) enter new product markots? YES

(e) other (specify)

What changes in prices, ccsts, government
policies, etc. might cause the firm to
consider expanding its exports?

HO
NO
NO

N

NO
NO
MO
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Form D: . Exploraticn of Expansion

23, What changes in prices, costs, gevernment
policies, etc. might cause the firm to
actually expand its exports?

(Go to Form F, starting -

with Part I if the firm still exports; i.c.,
“(a)" in question 27, Form A, and

with Part II if the firm no longer exports, i.e.,
"(b)" in question 27, Form A. )
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PART 1,

FORM E:  EXPANSION CF EXPORTS

Ncte to interviewcr: Please indicate to the
reshondent that you are
ncw on the fourth and
last stage of the exzort
development sequence,

(For firms which decided to exrand exports, i.6., "Yes"

for question 14, Fcrm D, start with Part 1.
which decided not to axpand

YES, Expand Experts

1.

2,

3.

Exactly why did the firm dccide to expand
exports?

In what form(s) did the firm undertake its

expansion of exports? Specifically, did the

firm

(2) expand the sales of existing export
products?

(b) introduce new export products?

(c) expand sales in existing excort markets?

(d) open new export markets?

(2) add more men?

(f) set up new machines tc incrcase output?

(3) set up new machines tc change product
: features and/or improve guality?

(h) adopt new production techniques?
(1) adopt new marketing tochniquas?

Did success with the expansicn of exrorts
(check onc):

met expectations?

§a§ surpass the firm's oxisectations?
b
¢) fall short of coxpectations?

For firms
oxports, skip tp fart I1.)

YES
YES
YES
YES
YES
YES

YES

YES
YES

NO
NO
NO
NC

NG

NC
NO
NO
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Form E:  Expansion of Exports’

4,

8.

Did the firm discover that expanded exports
did not contribute tc one or more of the

goals which had Leen set for them?

If yes, which goal(s)?

Did the firm discover thét expanded exports
contributed to one cr more goals which had

not been set for them?

If yes, which goal(s)?

Did the firm discover that one or more of
the expected impediments to exports were
actually nct as important as had been anti-

cipated?

If yes, which impedimant(s)?

Did the firm discover one or more impadiments
to export which was mcre important than anti-

cipated?
If yes, which impediments?

Was the profit cn expanded exports then (check

one)
higher
the same
lower

than on then existing export sales?

YES NO

YES NO

YES W2

YES NO
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Form E: Expansion of Exports

9. Does the firm now feel it can:

(a)

(b)
(c)

depend upon exports as a long-term

activity? YES NO
_expand exports still further YES NO
specialize in export sales YES NO

10. llhat are the firm's plans for the future,eg.,
does it plan to:

(a)
(b)
(c)
(d)
(e)

(Go to

PART II., NO, did

increase cutput? YES O
invest in new plant or equipment YES NO
enter new domestic markets? YES NG
enter new preduct markets? YES NO
other (specify)?

Form F, starting -

with Part 1 if the firm is stil1l exporting, 1.e.,
"(a)" for questicn 27, Form A, and

with Part II if the firm is no longer exporting,i.e.,
"(b)" for question 27, Form A.

not Expand Expcorts

11. Why did the firm decide not to expand exports?
Was it because it had a feeling:

(a)

(b)

that expanded exports were semchow nct
cempatible with the firm's present

activities? YES NO
that expandad experts would not te ‘
ccmpatible with possible future activi-
ties of the firm? | YES NO



Form E:  Expansion of Exports

12,

13.

14.

(c)
(d)
(e)
(f)
(9)

that expanding expcrts was too "risky"
or too "uncertain®?

that not enoush was known about exports
for the firm to ccrmit itself?

that expanding axports was simply "too
much troubie”,

that expanding oxports was simply not
profitable?

and/or for scme other reason?
(specify) '

Are the firm's attitudas toward expanding
exports now (check cne):_

more favorable
the same
tess favoratle

than they were when the decision not to
expand axports uwas made?

does it plan to

(2)
(b)
(c)
(d)
(e)

increase output?
invest in new ;lant or equipment?
enter new domestic markets?
enter new product markets?
other (specify)?

What changes in prices, costs, jovernment
policias, etc. micht lTeac the firm to
actively reconsiler the possibility of
expanding its exports?

YES

YES

YES

YES

YES
YES
YES
YES

NO

NG

NO

NO
NO
NO
NO



4

Form E:

Expansion of Exports -

15,

(Go

What changes in prices, costs, government
policies, etc. micht lead the firm to
actually expand its exports,

to Form F, starting -

with Part I if the firm is stil1 exporting, i.e.,
“(a)" for guesticn 27, Form A, and

with Part II if the firm is no lcnger exporting, i.e.,
"(b)" for question 27, Farm A,



¢

FORM F: ADDITIONAL INFTRMATICN

For firms which =

are still experting, i.e.,*{a)" to question 27, Form A,
start with Part I;

are ro jonger exporting, i.e., "(b)" to question 27, Form A,

go to Fart II,

PART I. Stil Exnortind

1. Does the firm -

(a) employ the services of agents or sales

representatives? YES
(L) have any difficulty locating competent

agents or representatives? YES
(c) have any offices abroad? YES

If yes, now many?

2, Has the firm invested money in export
marketing and advertising? YES

If yes, how nuch over the pest
five years?

In what types of expenditures?

3. Does the firm plea en investing in expert
marketing and advertising in the future? YES

If yes, could you give a genural idea of
hew much?

4, Question deléted.

MO

NG

NC

NC
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Form F:  Additona) Informaticn

5.

Ty
D)

7e

3.

1C.

Did the firm have to hire more vierkers
cecause of its export activities? YES

If yes, rcuchly now many
‘production weriers

other employees?

S ——————svet—

since when? (month) {year)

Have any of your buyers inguire? about
whether the firm recoives cxport
incentives? YES

If yes, have they asked you to lower your
export prices? YrS

Is tha rate of profit on export rates
currently (check one)

hiGu..
the same
lower

than that on demestic sales?

Wihat do you see as the major disadvantages to
expurting,

Do you feel that the expiration of tariff
preferences in the U.S. for Thilisninc qonds

(the Laurci~Langlev Mgracment) will affoct

your oxports? YES

Uhat arc tan major scurces of competition in
the fim's foreign markets?

N9

NS

NO



Form F:  Additional Information

1.

12.

]3.

Wo you feel that this firm ¢an survive
the comjctiticn? YES

Why cr why nct?

Hhat could this firm <o ta inpreve its

ccmpetitive positian?

Do yuu find the export market o dependable
sourcc ¢f rovenue? YES

(Go te Form G.)

PART H. Mo _Longer Exporting

14,

15,

16.

Whan did the firm stop exporting?

(menth) (year)

Why did the 7irm decide to cease exporting?

Specifically, did the reasons for discon- -
tinuing exports inciude a Teeling that

. exports:

(2) were not compatitle with the fim's
existing activities? YES

(L) were not compatible with possible
future activities of the firm? YES

NO

NC

M

N2
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Form F:

Additional Information

18,

]9.

(c) were too "risky" or tee "uncertain® YES

{d) were not well eneugh known (i.c., there
vias insufficient available information
about exports) for the firm o commit

itsclf? YES
(2) were simzly "too much treuble”? YES
( W2re no longer needed in order to

fulfill the firm's coals? YES
() were no longer profitzble? YES
(h) could not proszer undar Jovernment

melicies in offect at that time? YES
Did any specific change in government
policies 1ead to tfe discontiruaticn of
exports? YES

if y2s, what change?

Are the Tirm's atcitudes “ovward exports
acv  (chack cne) -

(a) mecre favorable
(t; the same
(c) less faverable

|

than they were when exports were discontinued?

What are the firm's plans for the future, eg.,
does it plan to ,

{(a) increise cutput . YES
(b) invest in new plant or equipment? YES
(c) enter new demestic markets? YES
(4) enter new product markets? YES

(2) other (specify)?

NG

NGO
Ne

NG
NO

NO

NG
Ne
N
M


http:incre.se

Fcrm F:  Additicnal Infermation

20, What changas in prices, costs, government
policies, ete, might lead the firm to
actively reconsider the possibility of
exporting?

21, What changes in prices, cests, government
policies, etc. might lead the firm to
actually resume exporting? :

(Go _ts Form G.)
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1,

FORM G: REILATIONSHIP WITH GOVERNMENT
(To be given to all firms)

In Genera_l

(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 roceive?

Did any government policies, such as a change in tariffs,
indirectly encourage the establishment of the firm, even
though they wexre not necessarily designed to do so? YES NO

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 dascribe the natuxe of those dealings (i.e.,

obtaining approval of expansion plans, etc,)




¥

Form G: Relaticonship with Government

(b) is the firm happy with is relationship with the
government, specifically with - .

(i) the BOI , 'YES
(i) other agencies YES

(c) does dealing with government require a significant
amount of extra time and/or expense -- specifically
with -

(i) the BOI YES
(ii ) other agencies YES

(d) does the firm find that access to government
agencies is easy, specifically with - '

(i) The BOI YES
(ii) other agencies ‘ YES

(e) are matters concerning the £irm handled quickly
and fairly by the government, specifically by

( i) the BOI YES
(ii) other agencies YES

(£) Please elaborate on any ox all of the foregoing
if you wish, '

In general, do you feel that the government is sympatheti;:
to the problems of firms in this industry? " YES

NO
NO

NO
NO

NO
NO

NO
NO

NO



Form G: Relationship with Government

10,

11,

75

Dc you think the government would respond with speed and

fairness to legitimate requests for aid to this industry,

if it were required?

In the past five .years, has the firmts view regarding
its relationship with the government (cback one) - ’

(a) improved?
{b) remained the same?
(c) declined?

YES

Do you.feel that the government is generally committed

to its present policies regarding private business?
Would the firm undertzke 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? .

(b) government policies promised for the
future?

Has the firm been hurt by changes in government
policy in the past?

With Specific Refarence to Exports

-Speaking now particularly cf exports, do you feel

that the government is truly committed to the
expansion of exports, as it has racently claimed?

Are there any government policies and/or incentives
which tend to -

(a) subsidize or otherwise encourage exports from
this industry? '

If yes, what policies are these?

YES

YES

YES

YES

YES

NO

NO

NO
NO

NO

NO
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Form G: Relationship with Government

12,

13,

14,

1s,

(b) discourage exports from this industry? YES

If yes, what policies are these?

How did the £irm learn about the incentives and
assistance which the government has offered exporters,
e.g., from

(a) other firms YES
(b) trade publicaticns YES
(c) newspapers YES
(d) government announcements or publications YES
(e) contacts with buyers or agents abroad YES

(£) contacts with traders or agents in the Philippines YES
(8) cther (specify)

(a) Does the firm feel any compulsion from the
government to export? YES

(b) If yes, what fcxrm does this compulsion
take?

Do exports earn the "geod will" of the government? YES

(If the firm kas never expovted, i.e,, "(c)" for
question 27, Form A, skip to question 28; otherwise
continue with questions 15-27).

Did the firm know, befere it even considered exports
seriously, about the government incentives and sexrvices
which were available? YES

NO

NO
NO
NO
NO
NO
NO

NO

NO

NO
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Form G: Relationshi; with Government

16.

17,

Are there any export incentives and/or other policies
which the firm does not make use of? YES NO

If yes, why is that ?

Which of the following incentives do you feel are very
veluable, merely useful, or useless for firms in your
industry; and which has your firm actually used?

. (a)

(b)
(c)

@

(2)

(£)
(e)

(h)
(i)

G)
(k)
@)

. income tax exemption

Very valuzble merely useful useless accyally used

import duty exemption

import duty exemption
on equirment

tax credit on domestic
inputs —

tax credit on domestic
equipment

export tax exemption

deduction of labor
trainirg expenses

accelerated depreciation

right to employ foreign - -
nationals —

preference on govexrn-
ment loans

additional incenj:ives
for infrastructure

simplified export proce-
dures

(m) other (plezase specify)
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Form G: Relationship with Government

18,

19,

20.

21,

22,

23,

24.

Would the firm have exported even if government
incentivas and services had not been available?

Would the firm continue axperts if government
assistance were withdrawn?

Would the firm increase exports if government
assistance were increased?

Are roguosts fer incentive payments handled
quickly and £zixly, specifically by

(@) the BOI

" (b) other agencies

(a) Overall, do present government incentives
induce the firm tc increase its labor content
and/or domestic material input content?

(b) Has the change in the tax credit under
Presidential Decree No. 92 changed this

inducement at all?

If yes, how?

Relative to its total costs, what is the
proportion of

(a) current labor cost?
(b) current import cost?
(c) depreciation?

YES

YES

YES

YES
YES

YES

YES

(d) capital equipnent coming from
domestic sources which is
needed to produce

exports?
domestic output?

By how much would the £irm have to raise its
export pricz in oxder to stili make the same
praofits on exports, after taxes (if they do not
know, make them qucss):

{(a) if there were no drawback of
import duties?

(b) if thexe werw no income tax
incentives for exporters?

(e) if thore werz no uxpoxrt
incentives of any kind?

NO

NO

NO

NO
NO-———

NO

NO



Form G: Rehfionship with Government

25,

26,

27,

28,

29,

30,

31,

What do you foresee as the condition of yocur
export business when your export incentives
expire (check one) =

(2) very good
(b) good
(c) poox
(@) very poor

Do yeu think the life of the incentives will .
be extended for your firm? YES NO

is it poessible for firms te "abuse" the
incentives offered for expert? | YES NO

If so, how?

(Skip to question 32)

Dié the presence or absence of government
servicas and incentives enter inte the firm's
decision not to expert? YES NO

If your firm were to exacrt and take advantage

of ali the incentives aveilable to it, by how

much de you think you could lower the export

price below the demestic price and still eaxn

the same profit on each? %

{(a) Would the firm consider exporting if mere
government assistance was made available? YES MO

{(b) If yes, what kind of assistance would be
necessary?

Do you think that if the firm deciled to expert,
its requests for incentive payments and other
assistance would ba handled quickly and £aixly? YES NO



Form G: Relationship with Government

32.

(Eox all firms) In genexral what weuld be one or
two most important things the goveznment could

do if it really wanted to encourage exports in this
industry?

THANIK YOU VERY MUCH
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FORM

+ check ( o) goals under
appropriate column

Y
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Profits

1. Incrcase the rate of profit
2. ikintain tho current rate of profit
3. Insure a steady return to investment

Harkets/Sales

4. Increase the currcnt share of domestic market
5. Haintain the current share of domestic market
6. usoevelop new markets

7. Increase the rate of growth of sales




FORM Y
Please chueck ( ) goals under

appropriate column

Guals of the Firm
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Uthers

3. Increase utilization of capacity

9. Employ more workers .

i0, Lead other firms in the industry .

. Explcit short-term profit opportunities

12, Develop long-term pussibiiities for growth and prefit

3. Haintain the existence, independence and security of
the firm

#. Improve the reputation of the firm and its products

IS Cooperate with the governmant

k. Contribute to the growth of the Philippine ecunchy

- venp
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Please check ( v)goals under

appropriate column
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FORN Z

Please check ( /) impeainent under
appropriate column

Impedinments to Exports

D
B3 84 b3
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Ccsts end Profitability

1.

&HN

5.
&..

Export price is too low

Cost of raw materials is tuo high

Cost of laboer is too high

Fraight charges are teo high and/or sailings too infrequent
Export tax is tec high

Foreign marketing costs,including travel abrsad, are tco high

2. The cost of credit is too high

T Supply of Resouirces

8. Pruducticn capacity is insufficient
9, Sue rew materials are in short supply




-FORM 2

Please check ( /)impediment under
appropriate colunn

Impediments to Exports

B. )s] i

83 b3

821 B4 120
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. |
10, lachinery cnd 2qui;nunt nceded for exports is difficult to obtain !
11, TraineC lcbor is in short supiiy I
12, Labor unruest makes the supply oF (abor uncertain |
13, Taere is shurtage of funds for oxjansion . I
4. There is a shortase of Tunls fur working capital and credit

5. 1anagers and Sther persunpel experienced in expurts are hand to find: and) _v-
exensive Lo train :

16. The fim does not have the techniccfl resources needed for exports
|

Kerketing Problums

17, Tariffs in importing countries are tow high or quotas tcuv low
18. Lyrt rejuletions avrad are Sifficult to satisfy
19, Cempatition in exjort innrkots is ton great




FORN Z

Please check ( /)impedinent upder

dppropriate column

Inpediments to Exports
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B3 03
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|
1
— ~—
(-} [
o B
<2 33
=4 [~
QU Q
| S } 9 -3 b 5 } 59 3
o . T
o [« (n] et} [&] («] <3
. . = e |- = |2
~— ~ . .O S
~3 [1+] Land g. [~ b nd g
- = = -4 i<’ = —

26. Cannot find erough information about foreign markets
2t Imge of Philippine goods ic poor
dther vifficuities

The fira is top busy with domestic operations

It is difficu]t to arrange Payments and collections
Export orders are too irreqular to depend upen
Economic conditions abroad are teo unsettled
Economic conditions at hoeme are too unsettled
Sovermment policies are too uncertain to depend upon
Expoirt orders are too large for the firm to supply
Others.
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EXPORTS INCENTIVES STUDY
URIVERSITY OF THE PHILIPPINES-UNIVERSITY OF HICHIGAN

STATISTICAL SHEET

Address

Assets: Replacemant Costs

Eross Took Value

Net Buok Value

Sales: 1968
- Quantity Réveipts

1969

Domestic Quantity Receipts

1970

1971 1972 k 3: R3
Quantity Receipts Quantity Receipts Quantity Receipts Quan ty Receipts

Product

Frodac




Statistical Sheet

Capacity: 1968 ' 1969

1970

1971

1972

1973

Average quantity
of output
(per month)

(per year)

ll

Rated Capacity
(24-hour operation)

“tow many shifts in
full utilization

crew size cf
typical shift

Labor Force:

Production person-
nel skilled

unskilled

Technical

Managerial

Others

Total Import Bill
(Pesos)

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
honeet his answers seemed to be, etc. 1In 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 £ill into any of the forms. Any and all relevant com-
ments by the respondent and the interviewer are welcome.)



