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THE PHILIPPINES' STRUCTURAL ADJLISTMENT PROGRAM

SUMMARY
The Philippines' Structural Adjustment Program was initiated in 1980 to

correct the import-substitution and capital-intensive biases of postwar trade
and industriallzation policies that had been chiefly responsible for the
relatively weak performance cf the economy in provicing new productive jobs,
particularly in the manufacturing sector, since the 1960s. The program's
initial phase focusec on ihstituting policy reforms to promote greater local
industrial efficiency ano internationali ccmpetitiveness, &nc toc improve the
country's balarce of payments. The reforms effort was phaseo over time end
concentrateo on a tev sectors to provzde the economy sufficient time to adjust
to the new policy framework. The first phase involveoc major policy cranges
mainly in tfaoe (i.e. tariff reouctions and realignment, and import
liberalization), industry (restructuring ano rehabilitation programs for
selected industfies) anc finarce (elimination of interest rste controls).

The current, second phase of the program involves the revision of the
investment incentives system, continues the trade reforms started earlier anc
initiates‘a review of policies in the energy “sector as vell as in publié_
resource management. The third phase, expecteo to start in esrly 1564, may
introduce further reforms in the energy sector, address aoditional issues on
public tinance, and initiate policy reforms in the agricultursl sector.
Support for .the program has been primarily provicdeo by the Worlo Eank through.
structural 20justment loans (cash transfers) that have amounted to $503
million for the firsf twovphases. Meanvwhile, the Eank hes also provided

complementary (credit-type) loans totalling $439 million to specific GOP
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.industrial and financial sectors (e.g. Textile Sector'Program, Industrial
Finence Project, and the Third Small and Medium Industry Development Project)
which need to adapt to the reforms instituted under the Stiuctural Adjustment
Program.

~ The GOP has steadfastly implemented the policy reforms uncer the program
so far. However, a sluggish worla economy has zdversely affected expectations
gnd local industries nave been slow to undertake the restructuring
opportuﬁifies fostered by the new policies and lozn funds. Therefore, it
remaihs to be seen if the overali progran will be éffective in achieving its

objectives. End Summary.

1. Eackground
The 19Z0s anc 1960s pattern of industrial investment has been a major

cause of the Pnilippines' current productivity ano employment problems, and
relatively wéak macroeconomic performance. This is because postwar trade and
jndustrialization policies provided strong protection for selected domestic

| industries, ano placeo controls on importé anog foreign exchange to curd the
conéumption of "non-essential" imports in response to severe balance of
payments (BOP) problems in the '50's. The industrial sector responced vell to
these policies during the early 'S0s, with manufacturing output growing by
about 12% yearly. In the 1960s, howevei, the size of the domestic market &and
its purcnasing'pOWer-startec to limit manufacturing production expansion anc
tne sector's output growth declined to only 5%. While virtually complete
import substitution was achieved in consumer goods inoustries and strict

import restrictions were gréoually relaxed, excessive protection through high
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tariffs led to high-cost productlon, inefficient use of resources, very
limited export development, and overconcentration of industry around Manila.
Furthermore, GOP incentives favored relatively capital-intensive industries,
causing manufacturing employment to grow slowly.

| By the late '60s, the economy was again faced with a rapid ceterioration
of the balance of payments, mostly due to the heavy depencence on imported
inputs by‘the manufacturing sector. Although an extensive set of import
controls uas reintrocuced, there was a growing awareness that exports,
particularly manufactured ekports, needed to be more actively encouraged if
the BOP problemmwas to be checked. Likewise, measures were clearly needed to
accelerste industrial output and employment growth and to encourage more
efficient use of resources by oomestic industries.

Consequently, an Inoustrial Incentives Act was instituted in 1967,
providing fiscal incentives (e.g. tariff exemption for importeo euuipment,
sccelerated deprec1at;on, reinvestment allowances) for 1noustrlal 1nvestment
in preferred areas. The Act also createo the Eoard of Investment. (LUI) to
“determine the breferred areas eligible for investment incentives through an
annual Investment Priorities Plan and to auminister the granting of
incentives. Additionsl fiscal incentives (e.g. tax credit for import cuties
and comestic taxes paid on inputs) were made available for export production
under an Export Incentives Act enacted in 1970. The latter is also
agninisterev by BOI, which prepares an annual Export Priorities Plan listing
products eligible for'incentives. |

Moreover, related pollcy reform measures were,adapteo by the GOP. These

included the floating and subsequent depreciation of the peso in 1970 anc the
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{ntroduction of various export promotion measures design to give selected
“exporters of ‘nontraditional manufacturers access to outy-free imports.
Programs toApromote small- and medium-scale industries were also adopted, and
thelMinistry of Industry vwas established in 1574. Notwithstanding the
§ignificant increase in manufactureu exports in the '70s as a result of these
_selective promotion measbres, domestic menufscturing employment anc output
growth %mproved only marginally as the greater part of the sector was oriénted
.to the vomestic market and affected by severe inefficiencies.

Thus, 1hsteau of being the dynamic sector growing much faster than the
rest of the econcay, manufacturing's performance has rot been significantly
better than GNP growth in the 1970s and early 1980s. Manufecturing still is &
heavy net puroen on the belance of payments oespite tne growth of
laber-intensive nontracitional exports. Employment in manufacturing has
remainec virtuslly constent at around 10-17% of total employment cince the
early 1950s, and industry remains heavily concentratec in Metrobolitan Manile.

The GOP undertook sn extensive review of its econonic problems in the
mig-70's with ILO ano world Eank (We) assistance, anc issued comprehensive

‘reports in 1974 anu 1976.1/ Thic vwas sugmentec with furtner cetailed

industrisl analyses fostered by Eautista anu Power in 1979.2/ As a result
~of these works, the GOP initiated a structural sojustment progrét in 19&C to

correct the import-substitution and cepital-intensive bisses of postwar trace

i/ These documents are: Ranis, et. al., Sharing in Development, ILO (1574),
anu World EBank, The Philippines: priorifies ano Frospects for Cevelopment .
“(1970). ' -

?/ Beutista, Power, et. al., rnoustrial Promotion Policies in the

T .Philiggines, Pnilippine InsEitute for Jevelopient Stuoies (PIDS), 1579.
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and industr}al policies. The program has been focused on policies (e.q.
teriff reforms, trave liveralization, investment incentives, interest rates,
.exchangé rate, etc.) wihich have the greatest potential for cresting inoustrial
efficiency ano internstional compegitiveness, anc for improving the talance of
payments. Easiéally, it has been aimed at accelerating manufacturing output |
and employment, sustaining the high growth of manufactured exports and
increasing their backward linkages, promoting efficient import substitution
and encouraging regionai dispersal of industry. These objectives are to be
achieved initially through major reforms in the industrial, financial and
trade sectors. Since the preparation &no implementation of the reformé
require considersble time and ;esourées, the program has been phased and
concentrateo on a few sectors at a time. Support has been provided cy the
wdrld tank in the form of new sssistance of a cash transfer nature called
structural Agjustment Louans. Fhasing 1ias @lso been important to provide the
economy, in particulsr industrial plants, sufficient time to aoapt to the nev
policy framework.

1I. First Phase: Structural Aojustment Loarni I (SAL 1)

The "initial phase of the program hes focused on traoce, industrial and
financial policies which have been a primsry cause of low efficiency and
suboptimal s)locaticn of investment in the privste sector. It covers major
trace 5oliby reforms, principally involving the réstructuring of the tariff
system and import liberalization, some industrial sector restructuring and key
financial sector reforms. The Worlo Eank has provided a $20C million loan in
1980 to support the first phase of the program, disvursec in two tranches.

The relesse of the second tranche has been contingent in the satisfactory
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progress in‘implementing the teriff reforms and the liberalization of import
licensing. The SAL has been directly geared for balasnce of payments support,
with the proceeds used hainly to finance imports of inoustrial raw materials,
intermediate and investment gooos, and spare parts authnrized as "eligible" by
the GOP and the WOrld Bunk. The mechanism has been for the loan proceeos to
reinmburse 100% of the CIF cost qf'the imports after the Central Bank gives
evidence that these have beeﬁ paid for and imported. The pesos generatea by
'the sale'of the foreign exchange have then been used to finance GOP
development expenditures. SAL 1 has financed around 5% of total merchandise
imports in 1980.°

Uncer the initial phase of the structural adjustment program, the peak
nominal tariff rates for all industries have been reduced from between 70% and
100% to a ceiling rate of 50% by 1962, The protective tariff rates for
imports affecting 14 major industries are being realigned to schieve greater
uniformity in protection over & five-year perioc. such teriff aojustments
will reduce average.effective protection'for the manufacturing sector from 44%
to 29%, and will bring the overall rates of effective protection for the
economy from 36% to 23% by 1985. A three-year pregram for the removal of the
majority of import restrictions has also been acopteo. Of the 1,304
restricted items, more than 70% have been liberalizeo during 1961-83. Thev
.'1iberalization of most of the remaining import items will be maoce curing the
seconc phase of the structural adgjustment.program.
| _ The GOP has also implemented 1ndustry sectoral restructuring and
rehabilitat;on programs designeo to help existing industries produce at lower

costs, improve efficiency and increase competitiveness in order to aojust to
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policy chenges. A program for restructuring the cemert inoustry is underway,
mainly involving the conversion of cement plants from ol to coel fired kilns,
upgrauing of equipment and the phasing out of some cbsolete plants, A similer
rehabilitatiop ﬁrogram vas initiated in 1982 with $157 millipn vorld Bank
gssistance for the textile inoustry to mooernize its equipment.anc enable it
to become more efficient. (Nute: It oppears that the GOP may cancel $100
million of tnis‘loan because it is not being utilized, due mainly to the
sluggish world textile market.) Increased financiel and technicel assistence
to smell end medium scale industries continues to be provided Ly the GOP
through the We-supported Third sMI Development Project for the $122 million
approved in Jurie 1982,

Reforms ir financial sector policies end institutlons heve been

introouced since 1961, aimed at increasing sevings ano the availsbility of

long-term finance &s well &s reducing frogrientation anu inefficiency in creoit
{nstitutions. Towerds these objectives banking legislation has been chengeo;
{nterest rates hove been deregulated, resulting in positive real interest
rates for the first time since 1576; fiscal incentives for term leroing &nu
equity investment have been provideu; anc, & lender-of-lust-resort facility

" have been established by Central Bank., These financial sector reforms have
also been the besis for the iay 1581 Incustry Finance (AFEX) loan (3150

million)-provided by the vorla .Eank.

111. Second Phese: SAL II

The second phase of the structb;sl adjustment progrem extenns the reform

progrem in the industrisl sector through an overhaul of the incentives and
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promotion system, continues the ongoing trade policy changes and initiates
reforms in the energy sector and in public'resource management. It is
presently being-implemented with $302.3 million in loan assistance of a cash
transfer nature from the W&, again to be oisbursea in two tranches. The first
tranche of $202.3 million hes been made available when the loan became
effective (April 1983). The second tranche of $100 million is contingent on
satisfactory progress with respect to the continuec implemehtation of the
-first phase of the reforms program, in pafticular the tariff restructuring ana
import liberalization, and the measures to be implementeo for the second
phase, particula;ly those related to traoe, irdustrial incentives and
promotion, energy, and public resource manageinent policies. There are several
parts to the progrem:

A. The Incentives Reform Program. Together with the protective trade regime,

the incentives system in the Philippines nas been & major cause of inefficient
use of capital, low labor absorption and regional concehtration of
manufacturing industry. It has also enabled the EOI to exercise excessive
control over privste investment cecisions by effectively regulating entry into
industry. Under the structural adjutment program, the incentives system is
being revisec to correct its shortcomings, and to allow market forces to play
a greater role in guiding industrial investment decisions, while limiting the
role of GOP intervention to the identification ana treatment of distortions in
market-indiéators. These distortions'may také the form of institutional
1mperfections, policy—induced distortions or inddequate market information.
The nev incentives are specificully aimed at compensating investors more

directly ano fully for market imperfections. The new incentives are also
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relsted to industrial performance (e.g. tex credits based on vaelue added)
rather than mere investment per se; or the use of cepital, A rigorous
economic evaluation is to be used in-the selection of industrial sctivities
eligible for incentives, which will be available for & maximum eeriod of ten
years. while the Boaro of Investments (80I) continues to administer the
reformeu fiscel incentives system to assune a greater role in inoustrisl
planning and policy formulation, its regulatory functions are expecteo to be
substantially recuced. TRis is_becaUse the new incentives system, together
with the on-going trade &nd financial reforms, will over the longer term
consicerably minimize the policyLinbucéu market distortions and thus reouce
the neea for EOI to control- expansion of industrial capacity.

with the recent reforms, the total number of fiscal incentives is reduced
from twenty to eight. Of these eight, two are mgjor new incentives; tne other
six are svailable in the previous system but are substantially mocifieu. A
summary list of the BOI fiscal tncentives is brovideo in Table 1. The
reduction in the number of incentives and the suvstantial simplification of
administrative procecures under the new system will make it easier for
smaller, regionelly dispersea firms to avail of these incentives.

The GOP has estimated tnat'tne impact on buoget revenues of the new fiscal
incentives systems is epproximately equal to that under the previous system.
‘This assessment is based on estimates of the revenue forgone if the new
incentives had been available 'to BOI- registereo enterprises in 1930; However,
the new system 15 considerably more cost-effective than the previous one since
it is performance-oriented, therefore, the revenues forgone are directly

related to the contribut;on‘of_recipient enterprises to the economy. Thus,
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any increase in budgetary costs of the system are going to be more than

compensated by increased manufacturing sector value adoed.

E. Trade Policy Reforms. In conjunction with the incentives reform progfah
énd as & foliow-ﬁp'to ihe on-going trade liberalization program, the GOP is
instituting three more policy reforms in the trsde area. First, it has
adopted a.minimum nominel tariff fate of 10% to complement the movement toward
greater uniformity in the structure of protection resulting from fhe reduction
of peak tdriffs (from & high of 100% to & ceiling of §0%) which was
1mplemented in 1981-82, The minimum}tariff will encourage tne growth of
potentially efficient impor;—suostitutipg industries which nhave teen
discriminated aéginst under the pfevailing tariff restructuring, ang will tend
to limit the potential negative effects of the on-going tariff cuts on the
balance of payments ano government bucget. This minimum nominsl tariff rate
will pe useo as a policy guidaline forltne seconc phase of the tariff reform
program whichwill pe imglementec after 1985 vwhen the current rouno of tariff
realignment will ve completed.

Likewise, the majority of tne rensining import restrictions (on 3&3 items)
will be eliminated, thougn in several phases to allow't}me for local
ingustries to anjust, anu to spresc out the soverse bslance of payfients
effect. A substartial proporticn of these restrictions apply to luxury itens,
the_lineralization of which could lesc to significant accitional imports.‘ If
is anticipated that higher inte;nal taxes on both imported and

domesticallyeproduced luxury items will be introduced simultaneously to

oiscourage nen-essential consumption. -
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Finally, the differential treatment of foreign and locally produceo
prooucts uncer the Philippine indirect tax system will be phased out &s part
of the overall realignment of the structure of protection. Iﬁstead, greater
progressivity will be introcuced to discourage non-essential consumption ano
restrain the expansion of luxury imports arising from lower tariffs and import
liberalization. The 6omprehensive reform of the indirect tak stfucture will
involve: (a) removal of the advance sales tax; (b) introduction of a
second-stage sales tax; and (c) restructuring of excise taxes. The
implementation of these tax changes will be phased to provide a transition
period for beth producers’ and CONSUMErS.

C. Program Development ih Other Areas. The GOP intends to extend the

adjustment program to other sectors of the economy. In particulaf, under SAL
11, some issues in the energy sector will be addressea ana further
improvements in public resource management will bz initiated. Agricultural
policy will be revieweu and an appropriate reform program formulatea in time
for ‘the third SAL, expected in 1584.

In the energy sector, an &ction program will be formulated to adjust the
stfdcturé of power tariffs anc to make appropriate changes in retail and
ex-refinery petroleum product prices. The overall level of energy investment
will be reviewed. While emphqsis will remain on the oevelopment of
geothermél, coal and nydro resources, increased sttention is to be given to
the deyelopment'of nonaconventibnal energy sources such as dendro-thermal,
mini-hydro, coco-diesel, and biomass, and their economic and commercial
feasibility will be studieo. The GOP also plans to study the potential for
cogeneration in indust?ial plants, prospects bf energy diversification in the

transport_sector, and options for rural electrification and financing.
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A study of public expenditures and their firancing will be undeftaken with
wdrld kank assistance, primarily fo seek measures to improve the efficiency of
.pubiid expenditure programs. The study will cover public investment as weil
. as recurrent exbenditures, particularly analyzing the size and broad.sectoral
composition of.public invesmént'in iignt of limited resource availability.

The balance beiween capital and recurrent éxpenditdres will be re-examined to
‘ensure efficient use and adequate maintenance of a growing stock of public
investments. The study will also include sn initial overview of public
non-financial corporations sna prospects for improving their internal cash
generation, A more cetailed study of these corporations might be undertaken
subsequently’:

A separate study on GOP financial corporations and preferential credit
allocation policies will be made to review the role of GOP in the financial
sector and assess the budgetary‘implications of current policies. Likewise, a
review of the tax system will be undertaken, in particular to assess the
impact of recent fiscal reforms, e.g. the tariff realignment and the
elimination of the advance sales tax. On this bacis, new tax measures might
e formulated to improve the elastibity anu equity of the reverue cystem ana
.to further improve the tax administration.

1v. Tnird Phase: SAL 111 In Preparation

The third phase of‘tné structufal acjustment program will introcuce
further reforms in the'energy sector, address additional issues of public
finance, and initiate reforms in agricultural policy. While the agricultural
sector's overall performance has been quite satisfactory relstive to other -

.sectors in the economy, sofnie ma jor sectoral issues have emerged over the last
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few years. ‘There is the need for further diversification and promotion of
_commercial export cr0ps'to_increase the contribution of the sector to the
~ palance of payments; There are also strong inoications that Pnilippine
macroeconomic policies have discriminated against agriculture. Notably, past
trade poiicy has resulted in an average effective protection for agricultural
activities substantially ‘below that for the manufacturing sector, while
pricing ana exchange rate policies have also had a negative impact on 1ncomes
of farmers. Also, the 1nstitutional framework for agricultural policy
formulation and implementation suffers from serious fragmentation. The GOP
intends to initiate studies in these areas to arrive st a comprehensive
program for agricultural policy reform by 1964. The GOP is reportedly seeking
a $300-$350 million loan from.tne worlo Eank to support this next phase of the
program. |

V. Potential Genefits anc Costs of the Structural Aojustment Program

since the structural reforms introguced thus far would require several
years to bring about the necessary improvements in efficiency and productivity
ano as a result of the slov world economic recovery, Philippine economic -
growtn is expected to improve only marginally, possibly at a rate less than 5%
per year, curing the 1983-85. In the medium-term, however, the structural
improvements in the allocation ancd efficiency of resource use should meke it
J'possible to restore higher economic growth without causing undue difficulties
on the balance of payments.’ Annual GNP growth is expected to accelerate to
6.5% during 1986-90 mainly as a result of an improved performance of the
manufacturing sector due to the restructuring of domestic industries and the

expansion of manufactured exports. Furthermore, the new measures woult also
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. improve the labor intensity of investment and thus create many new job
opportunities. In the manufacturing sector.alone, employment intensity should
increase ss & result of the higher share of labor-intensive nontraditional
exports in manufacturing value added and the greater labor intensity}of
domestic industries because of the reorientation of trade and investment
incentives. The greater efficiency of investment would limit the need for
substantial additional domest ic savings and allow consumption to grow at a
higher level..

The World Bank loans provide the GOP quick-disbursing foreign exchange at
favorable mafirities which will help.the economy meet the substantial
financing requirements that it faces ouring the life of the stroctural
sojustment program. For cne, the VE losn of $30z.3 million for the second
phase of the reforms program wouid finance about 4% of the Pnilippines
merchanoise exports and meet about 8% of the country's gross external capital
requiréments in 1983. Anothef major impact of the structoral adjustment
program and World Eank's support is to assure potential international
flnancing 'sources on the soundness of the GOP's economic policies. The GOP's
performance and acherence to the proqram is then very important since it is a
major consiceration in any assessment of the country's creditworthiness, ana
therefore, its access to funcs from foreign oapital markets at reasonable
terms.

bn the other hand, the structural reforms program has its own risks ano
pfobiems..‘First'of all, thefe gre the usual difficulties in estimating fhe
potential ouantitative effects of the program on the overall economy. The GOP

and WB projections on what the policy reforms may achieve during the decade
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ere baseg on 8 set of reasonaole assumptions. Neither the magnitude nor the
timing of the long-term benefits and transitional disruptions,. however, can be
'preoicteo with certainty. Thus, while the final economic benefits from the
reforms are expected to be substantial, tne length and difficulty of the
adjustment'process is less cgefinite.

Inevitably, the program has adverse impact on the operations of certain
1ndustr1es and sectors, partlcularly those which have Leen highly protected
'under the previous trace regime. The lowering of inport tariffs,
specifically, is giving the business sector some cifficulties consicering that
most of the country's big corporatioris are import-substituting industries.
Several_(nostly inefficient) import-substituting industries are likely to fcld
up in the face of stiff foreign competition, anu this woulo possibly result in
the layoff of thousanosvof workers. According to Eusiness Day (June 14,
1983), tre "transitional unemployment" resulting from the program viould
involve at least 5% of the current manufacturing laber force, or sume 100,000
workers, As a result, the program is alreacy meeting consicersble resistance
from the private scctor.f This resistarce will undouttedly increase oOver time
as the effects of thz accitional policy reforme are telt and if the present’
economic recession continues.

The external economic environment'is also a crucial factor in the
successful implenentation of the structural adjustment program. It affects
the qrowth prospects for tne country's exports and ability to ootain foreign
capltal. An unfavorable world economic conc'ition could thus aoversely affect
the pace of the program implementation ano celay the realization of its

benefits.
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So far, the GOP has shown a strong commitment to the reform program by
implementing the first phase of tne progrem inspite of the extremely adverse
economic conditions curing the past few years, and by continuing to prepsare
eppropriste policy measures necessary for the s::cceeaing phases. Moreover,
several measures are being taken to offset some of “he adverse short-term
effects of the program: the {ndustrial rehabilitation and rationalization
programs sre being 1mpleménteo to help firms aojust to the more competitive
environment; the flexiole exchange rate policy is being maintained to protect.
the balance of payments anc avoid pressures to revert to high tariffs &ana
import controls, the reforms are &nnouncec in acvance ard implementeo in
stages to allow the private sector time to sojust to the new pollc1es. Sirce
subsequent World Eank assistance toc the program and, possibly, to other GoP
development prejects is strongly tiec to the satisfactory implementation of
the policy reforms, it is likely that GOP's commitment to the structural

agjustment program would continue in the future.



TABLE 1
pHILIPPINES

_BECOND STRUCTURAL ADJUSTMENT LOAN

SUMMARY OF 'THE NEW BOI FISCAY !ICINTIVlS

Rate and eligidilit
Incentivs Bomastlic producar Ixport producet /s Conditions
ionsst o~ TFionesr  Wom®

pioneer plonser
1. Tax cradit on nat value onrﬁod.ig 10% L34 10% L1 Available only for naw or sxpanded cepacity.
' Tax credit esrned for the first fiva years
of commarcial production.
2. Tax credit on nst local content 0% 10% 10% 10% Tax credit earned during 10 years of opers~
of export producticn.tg ' tion, for lest five years oa increment of
local content. Incentive also aveilable
to indirect exporters. J¥or existing export
producars /d tax credit payabls on
{ncrecent of locel content only.
3. Tax credic for taxea and duties Yes Yes Yes Yoo Aveilable for sn indefiunite period to el
paid on rav msteriels, suppliee axport producers.
_ used {n export production.
4. [Exenption froa axport :ll;l and fess. Yl; Yes Yer Yen As for incentive (3).
%, Exenpticn from taxes and duties on 100% sor . 100% 100%
iuported capital squipment. (deferred (deferred

poyaent) payment)

6. Tax credit for locally purchased 100X 50% 100% 1002

cepital equijpment (equal to value (defarred (dafarred
of texes and duties vhich would paymeat) payment)

be woived for imported equipment).

7. Net oporating lose Carryover. Yas Yes Yos Yes Losses incurred in any of the firet 10 years

of operations may be carried over a3 &
deduction from taxable income for a paxioua
period of 6 years following the period in
vhich the loss vas incurred.

B. Tex cradit for withholding tax Yoo No Yes No Available for loans lokan during the first
on interest on foraign losns. five years of reglstzition or operation.

15 Producers sxporting at least 50% of output from new or axpandad capacity.

[b Net value sarned is calculated as value of sales minus purchases of raw materisls, euppliss, utilitiee and some apecifice

ally excluded conmodities.

=

Net local content of axport production ia calculaced as valuas of export seles minus inportnd'rnv paterials and supplies,

dopreciation of capital squipment, and some specificelly axcluded commoditias.

=

Repiatered enterprisas slresdy engaged at the tice of registration in the production, manufacture or processing of

axport products.

Note:

A pioneer industry is one in which, in addition to being important to national
economic development, involves the manufacture or production of commodities or
raw materials that are not being produced on a commercial scale in the
Philippines, or one which uses a new design, formula or process for producing
or transforming raw materials into finished products.



