Policy Dialogue Series

GATT Realities and
Trade Alliances:
Implications and
Prospects for the
Philippines’

Prof, Alex Magno: This afternoon, we will he discussing an issue thar will
have an impact on our economic life in the coming decade. The resules of
the conclusion of the Uruguay Round of the General Agreement on
Tariffs and Trade (GATT) will be affecring us more than the policies of
the International Monetary Fund (IMFE) in the coming years. We are now
on the exit program of the IMF and approaching the entry program of the
GATT. Perhaps, atrer this discussion, we would be marching against the
GATT instead of che [ME,

[nother countries, protest actions againse the Uriguay Round were
widely staged. [n fact, a few days ago, an Indian farmer took his life in
protest of cthe Urnguay Round. And chere was a Kotean farmer who
atempted to commir suicide at the lobby where the sipning of the GA'TT
was taking place. In Europe, especially in France, there were also massive
protests from the ranks of the farmers,

“This s an edited rranscipe of the symposiom on “GATT Realities and Trade
Alfiances: Implicagions and Prospeces fur the Philippines,” beld on Febroary 8. 1994 a
Bulwagang Clagn M, Recto (Faculy Ceneeel, Universite of the Philippines, Diliman,
Quezon Ciry,
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This afternoon, we will discuss this issue and its possible implications
on out economy. Before we introduce our main speaker, our Yice-
President for Academic Affairs, Dr. Olivia Caoili, whe is also an expert on
science and rechnology policies ar the Department of Pol itical Science;
will give her opening remarks,

Dr. Olivia Caoili: Thank you very much Alex. Dir. Buencamine, Aty
Montemayor, Dr. Ofreneo, Prof. Magno, my colleagues, and fellow
students. Firstofall, University of the Philippines (UP) Pres. Javier asked
me to give the Third World Studies Center his warm regards on the
launching of the Palicy Dialogue Series, However, he is very sorry that he
cannor artend this symposium because of an carlier commitment. S0 he
asked me to atrend this gachering,

In my view, this Policy Dialogue Series is a very important activity
in the University. This series is consistent with the theme of the
administration of Pres, Javier — o make UP in the service of che nation.
And ane way of serving the nation is to share and disseminate our
knowledze to the policy-makers and policy implemenrors.

T'his dcrivity is also a response to the eritical need for racional policy
analysis in contemporary government. We live in a complex and rapidly
changing world beset with innumerable social, political, and economic
prohlems. Many of these problems invariably necessitate and even demand
government attention and action. But the governmen is often sadly ill-
equipped to cope with these problems. This is not only because of the
perennial lack of marerial resources with which government can tespond
to these problems. There is often also a dearch of expertise in policy-
making and policy analysis within the legislarive and execurive branches
of government that can adequately provide the erirical information and
advice needed by the policy-makers and  implementars,

Moreover, the need for an immediate response to eritical problems
Jeaves policy-makers and bureauerars often very licdle time for systemaric
policy analysis. Systemaric study of public policy or policy analysis has
now become a full-time interdisciplinary social seience field, [ integrares
history, political science, public administration, CeONaImIcs, sociology,
demography, geopraphy, and other disciplines. Each of these disciplines,
by itself, will be incapable of analyzing and ancicipating the causes and
consequences of these different governmenr policies or government
inaction, Bur by means of interdisciplinary collaboration, responses ro
social, political, and economic problems will be rationally studied and
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the alternative approaches 1o solving these could be judiciously selected,
Itis in this context chat the academe can offer its resou res to ZOVEIMMENL.

Those of us from the academe are often perceived and accused of
heing out of touch wich realiry, of being confined to our high ivory tower.
But field rescarch in the social sciences has enabled us to come Lo terms
with social reality. The accumulated knowledge of the social sciences in
partnership with the wisdom acquired by the bureauerats and policy-
makers in their day-to-day exposure with problems of the real world can
proyide a more systematic basis for policy-making and implementation.

Thus, this afiernaon as we listen to someone who has heen heavily
involved in the negotiations for the GATT, we could ask him a lot of
questions and hope thar, by the exchange, we may be enlightened and
helped in our continuing task in che University, and also hope chat,
th rough our questions, they can try to search for better alternatives to the
solutions of our everyday problems,

L was lucky to be invired twice in New Delhi by a group called Third
World Patent Convention, and one of the very heated topics thar we
focused on was Tnrellectual Property Rights and Patents. | was surprised
because here in this country, we did net seem tobe hothersd ar all by this
particular issue, Yer, here in the University, we ought to grive it a serious
thought. Because in che University, we generate new knowledge and
technology. The question that we should therefore ask is, under the
presentsiruation and the coming decades, liow ean we besr sa tepuard 1he
[ntellectual Properry Righes (TPR) in che University, and at the same
rime, make it accessible ro the ordinary citizens? Afterall, if UP is in che
service of the nation, we should nor only think ol royalties and profit. Bug
the ultimate question should be: Can our new knowledge and new
technology be made accessible to the majority of our population, and can
we use this o alleviaee their lot? So ler us give some thought o this
seemingly lictle issue — for some GATT participants - whicl, to me, is a
very large issuc as far as we are concerned. Thank you very much,

Magno: Thank you Dr. Casili. Our main speaker has been directly
involved in our negoriations wich the GATT. He has been a commercial
atrache of the Department of Trade and Indusery (D1} and has been
assigned a permanent mission to Geneva as our representative to GATT.
He participated in the GATT dispute settlement panel. He was a member
of the Textile Surveillance Body of the Multi-Fiher Arrangement and a
discussant on GATT trade policy review. He is presently the Acting
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Director of the Bureau of International Relations of the Department of
Trade and [ndustry. To discuss this issue, please weleome Director Jose
Anronio Buencamino.

Dir. Jose Antonio Buencamino; This afternoon, 1 will explain to you the
namie of GAT T and the Uraguay Round.

The GATT was established in 1947. It sought to give predicrability
to the conduct of international trade. Before World War 11, rrade rules
were basically bilateral or unilateral. This was a very chaotic systen. Ln
fact, many wars were the resule of rrade irritants or disputes.

Afrer thewar, world leaders thought it right ro establish an agreement
rowards greater trade liberalization. GATT is subsisting basically on wariff
reductions, but this evolved and developed into rules. The Uruguay
Round is only one of the many rounds of multilateral negotiations.

The Uruguay Round is the eight and most ambitious round thus
far. When the Uruguay Round was launched in 1986, there were around
90 contracting parties of the GATT. Today, there are 117,

[t is very comprehensive and includes areas never before inteprated
in the GATT such as agriculture, services, rexriles and dothing, intellectual
property righrs, and investment measures.

Whar makes the Uruguay Round different from the other rounds is
that it requires full participation -- the Uruguay Round results being a
single understanding. There is 1o provision for pick and-choase” as in
the Tokyo Round Codes. When a country signs, it signs For all 30
agreements and 20 ministerial decisions.

“he Final characteristic of the Uruguay Round is chat it will
cransform GATT intoa ‘definitive’ and more effective organization — the
World Trade Organization (WTO). The hody will have an enhaneed
capacity to ensure predictability in world trade and stimulate the global
cconomy. Physically, there will not be much difference berween the
CATT and the WO, T will still be located in the same infrastruciure
and will be served by the same secretariag, which will, however, be twice,
or even thrice, as large, The difference will be in the integration of &
dispute setclement process, withour which discipline in international
crade will not be enforced. Such an arrangement will also lessen the
confusion in choosing the proper forum for dispute settlement.

Let me hrief you on the results of the Uruguay Round.
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In the area of agriculture, there are a lot of measures that the
Agreement on Agriculture of the Uruguay Round asks from its signatory
countries, including the Philippines. Firstis the rarification of quantirative
restrictions. This means thae instead of the quantitative restrictions thar
will be employed in order to stop the influx of imports, such restrictions
will be replaced by tariffs. Second is the'bindi ng ofall tariffs in agriculture.
For example, if 1 bind the tariff in coconut oil ta 50 percent, this means
that in the future, [ can no longer increase the cariff beyond 50 percent.
Binding is important in order to promote predictability in crade.

Thirdly, applied tariffs in agricultural products will be reduced. But
in reality, what we did was to bind our rariffs ar double the former rares.
For instance, che raniff that customs now charge in corn is 30 percent.
And we normally import abour 100,000 metric tons a year, Under the
GATT, we will remove the quantirarive restrictions in corn, we will
replace it with a cariff. We will apply 30 percent rariff duty in place of the
L0, (00 merric tons quantitative restriction. We bound 30-100 percent
for corn. Thar is whar we ¢all a rariff equivalent. Now, the agreement is
thar over the next 10 years, the wniff will be reduced by 24 percent. So
after 10 years, the bound rare for corn is 76 percent, And che 100,000
metric tons for corn thar we normally impore will become about 200,060
metric tong after 10 years.

Fourthly, the Uruguay Round is not only concerned with market
access but also wich the reduerion of domestic and export subsidies, Whar
happens now s that, domestic subsidies will have to be reduced by 20
percent. Now since the 20 percenr reduction will apply on the base year
1986 and 1988, the effective cuts on domestic subsidies for the US and
the European Community (EC) will be much more than 20 percent. In
the case of the US, the cur for a particular product like soybeans will be
as much as 70 percent because they are using a different base year, Here
inthe Philippines, we have no requirement to cut subsidies. We negotiated
the allowance af input subsidies so the fercilizer and irrigation progratms,
including credit assistance, of the Department of Agriculeure (1JA) can
COMELLLe,

Also, we do not need o cut our investment subsidies, Burt in other
councries [ike Thailand and Colombia, if they have programs thar will
encourage farmers to veer away from narcotic crops. like opium, such
subsidies are allowed.

The only discipline imposed on the parr of the Philippines and
other developing countries is the reduetion of marker price support for
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patayand corn. We have to cut it by 13 percent. But then again, since the
taral outlay of our marker price support does not exceed 10 percent of the
praduction value of palay, we do not have any obligation 1o cut it either.
I so far as demestic subsidies are concerned, we do not have any
obligation. In contrast, theindustrialized countries have many obligations,
In fact, by the estimates of the GA'TT as well as che US Diepartment of
Agriculture, checursin domestic subsidies would mean oil seeds production
in the EC coming down from 13.5 million metric tons to abioue 10
million metric tans over six years. Can you imagine 3.5 metric tons being
opened up? Who will supply thar? 1 think the Philippines will be oneof
the supplicrs.

Reduction in export subsidies is another major discipline. The cuts
in cxport subsidies will vary, In value terms, it will be cur by 306 percent,
in volume terms it will be cut by 21 percent. We do not have export
subsidies in che Philippines, so we do not have any obligation in that
marrer. Buc for the developed countries, the obligation is great.

The Department of Agriculture (DA) is currently assessing this
balance. | think thar, in the end, the balance will be favorable to us. In
fact, projections from the DA would show that, with respect to o1l seeds,
wewould more than get back the sacrifices we gaveup to rariffication and
hinding, There are particular produces in which the henefits and costs will
varv. Bur over all, we in the government have been watching chese
negotiations very closely and we have a preliminary understanding of
thetr averall implications to us.

Another important aspect of the Uruguay Round is the effects on
texrile and clothing, Since the carly 19705, rextile trade was governed by
the quota system. Inorder tosell their products abroad, Filipino exporters
had to o to the DT to get their import licenses which were needed in the
quora-receiving countrics, With the phase-our of the Multi-Fiher
Arrangement (MEA), after ten years, textiles and clothing imports will be

[recly done.

Owir problem, however, is that ten years of preparation for the
phase-out of MEA might not be enough for us. [ am ralkingabauc rextiles
and not garments, Our garment industries are very competitive;, bur che
rexriles seetot will have to adjust to the comperitiveness of Indonesia and
even India, But | will not discard the garments agreement just hecause |
cannot compere in the textiles. Policy-wise, the textiles sector has to

Coumprete.
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F- Another agreement is trade-relared investment measures. Why does
GATT have to come in this specific issue? There are CONCEACtING partics
who cannor understand why there has to be a local content program. The
Philippines, for example, has a 40 percent local content rule for foreign
cr manufacturers like Toyora, Mitsubishi, and Honda. The contention
hete is like thist Why should you force local production when it is more
efficient to impore The government, on the other hand, reasons our char
local industries cannot become competitive if you do not help chiem, The
problem with the issue of local content is that ir is vielative of certain
principles of GATT, You are in effect imposing on businesses that they
should only use local and not imported marerials. Under the GATT
principle, once a good crosses customs, EOVEIIMEnts must treat it
withour discrimination compared o local produces. If you say thar you
will use local components, and not imported ones, you are discriminating
against the imported components. Wealso would not like other countries

to discriminate against our goods when these sroods cross cheir borders.
Fair is fair. So we have to ger rid of the local conrent program -- at least,
the numerical targets for local content, Ar any rate, the Board of
Investments intends to phase out the local conrent program.,

Along with this matter should go the issue of rrade balancing which
forbade companies from importing in the mid-1980s unless they produce
their own dollars or exported them. This is a policy that must also go.

With respect to the agreement on customs valuarion, the system
that we have ac present is based on consumption value. The losers here are
the entrepreneurs who are trying ro be competitive in the lighe of very
expensive imports. Another set of losers are the consumers who eventually
buy these products. By the estimates of Customs, if we shift from home
consumption to transaction value, we can easily lose six to seven billion
pesos, which may mean another oil price hike. The good news is that the
shift will happen within five years, not overnight, so they have time 1o
make up tor theshorcfall, The six to seven billion pesos is equivalent to 10
percent of Customs collections, that implies that if you shift from home
consumption to transaction value, consumers will benefir from a 10
petcent drop in prices.

The subsidies agreement is basically the same. We also have to get
tid of the local content and subsidies dependent on export performance.
We permit companies to set up shop here but we ask them to export 710
percent of their produers, This is not che right way of pushing forward
industrialization.
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“The GATT operates on
a number of principles:
most favored nation
(MFN) treatment or
trade without
discrimination; stable
trade rules (e.g., tariff
bindings); elimination
of quantitative
restrictions and
protection through
tariffs; non-
discriminatory
application of rules on
import licensing, pre-
shipment inspection,
technical barriers to
trade, health, and
phytosanitary
regulations; and,
prevention of trade
wars through
consultation and
dispute settlement.”

The issue of PR is also addressed
by the GATT, However, the standard
for [PR protection has already been set
by previous conventionsand not by the
Uruguay Round. The truth is thar we
have already signed most conventions
regarding this martrer, the latest being
the Berne Convention of 1971 which
we signed in 1992, The problem is not
in the laws themselves. 1f there will be
changes in the laws, they will not be
major ones. [he problem s
enforcement. The Uruguay Round also
focuses on such enforcement.

[n the GATT,
commandment to the states that “thou
shall not use quantitative rescrictions.”
But the Philippines can ger away with it
because we are perennial users of the
balance-of-payments (BOP) provisions
of the GATT. What does it mean? [f
you have a BOP problem, you can now
contral imports through che use of

there 15 2

quantitative restricrions, Bur it has been
observed that some countries invoking
the BOP provisions have solved theis
problems and yet continue to hold on
to quantitative restrictions for 201025
years. It is no longer credible to claim
that you are still experiencing BOFP
problems after such a peried. 1fyou da,
you no longer have the right ro existas
4 COUNCY.

Onthers would use the BOP provisions just to protect one particular
product. For example, when India invoked BOP, they imposed quantitanve
restricrions only on almonds. It is a case of clear protectionism, not BOP
alleviation. The IMF has a bigger say on whether you do have a B
problem. Fortunacely, for the Philippines, we do have a problem.
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The General Agreement on Trade and Services (GATS) is a very big
agreement, almost as big as the whole GATT. There is already a working
framewotk for this. But, in rerms of the commitments, they are still being
negotiated.

On dispute setclernent, a more effective ser of mechanisms has been
instituted under the World Trade Chrganization (WO frameweork,

With respect to other agreements, there are now clearer rules on
anti-dumping safeguards, import licensing, rules of origin, technical
barriers of trade, health and sanitary regulations, pre-shipment inspection,
and so forth. There are a ot of agreements, and [ will not do justice to
these agreements if 1 discuss them in such a short space.

The question that comes to mind after seeing this brief presencation
of the resules is: Why we should join GATT?

There are a number of reasons. GATT has a comprehensive
coverage — goodls, services, and intellectual property rights - and there

are 117 GA'TT-contracting countries accounting for 90 percent of waorld
trade in goods.

Ifwe do not belong to GA'T'T, whar discipline can we use to protect
outselves?

Weshould continue to remain in GATT for the following reasons:

The GATT operates on a number of principles: most favored nation
(MEN) treatment or trade withour discrimination; stable trade rules
(e.g, tariff bindings); elimination of quantitative restrictions and
protection through tariffs; non-discriminatory application  of rules on
import licensing, pre-shipment inspection, technical barriers ro trade,
healch, and phytosanitary regulations; and, prevention of tade wars
through consultation and dispure sertlement.

By GATT estimates, the Urnguay Round would increase world
income by US$230 billion annually within a decade. Out of that figure,
the share of the dL"‘H:lﬂpi.l'lg countries is abour §150 billion, which 1 thinle,
i5 too big an estimate. Maybe half of that. Expores of developing countries
will be increased by some US$150 billion per year over normal growth
rates. ['otal world trade will gain by some US3750 billion over normal
groweh rates. Trade in services would cover about US%1 billion, or LJS$1
teillion by US estimates.
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[f we are outside of GA'TT, we will be isolated and may be subject
to discrimination, i.e., MFN rreacment may not be available to us. We
may be subject to unilateral action such as Section 301 cases and we may
lose our General Systerm of Preference (GSP) privileges ar any rime, Thas
is what the Americans are doing to China and Taiwan. They got Taiwan
to sign an [PR agreement very quickly by the mere threat that they will
not extend MEN treatment to cheir exports o the Us. But 1o us,
Americans will not be able to do that because we are a GATT member.

At present, RP expores are enjoying GSP treatment in the US
amounting to US41.1 billion, But the GSP is administered by the UN
Conference on Trade and Development (UNCTALY) and is outside the
GATT. And there is no contractual obligation on the part of the US to
give you GSP, so you have to literally beg foric. China and Taiwan are in
a race to join the GATT. Russia has already applied for an observer status
in the GATT.

I would like to go now to the costs and benefits of joining the
GA'TT. Wewill enjoy an average of 35 percent tatiff reduction directly
negotiated for 350 export produces with an estimated value of US$2.4
billion. Average rariff reducrions in major markets are: Japan, 45.2
percent; EC, 27.4 percent; and, US, 21.9 percent.

The Philippines did not cur rariffs. We just gave a comMMmILment to
bind rariffs at 10 percentage points higher than in 1995 for 2,664
industrial and 537 agriculcural rariff lines. On the other hand, 114
apticultural tariff lines will be bound at § percentage points above 1995
rates. Tariff reduction will be 12 tariff lines in texriles and about 27 in
agriculture to result in rates below 1995 applied rates within 10 years.
The rest are juse binding commitments, In face, we have been criticized
in Geneva for not offering rariff cues. But then, that, I suppose, is a
privilege of developing countrics,

We will alse enjoy indirect MFN benefits from an average 33
percent tariff reduction on producrs requested by other Uruguay Round
participants. Some specific products that were granted concessions for
Philippine produets are listed here.

For instance, in cride coconur oil, Canada gave us 34 percent:
Japan, 30 percent; and EC, 36-50 percent. The US tariff cuts are sl
under negotiation. [n coconuts and bananas, fapan gave us a 50 percent
cut. In dried bananas, the US gave us a duty-free trearment. [n eleceronics.
the cuts are as much as 100 percent in key markets,
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Su, there are a number of chings that we can already quantify. But
[ will caution you because these numbers will seill improve uneil April

1994,

The reduction of agricultural subsidies will also make ouragriculeural
e¥ports more competitive, As to costs, we will implement the tariflication
of quancitarive testrictions on 93 agriculoural produces and bind tariff
equivalents ac double the 1995 applied rates. The tarff reducrion of 27
tariff lines in agriculture will resulr in rares helow 1996 applied rates
within 10 years.

There are ocher advanrages. The opporrunitics for Filipine
professionals will also be opened up in numerous areas of services. The
costs of goods for producers/exporters and consumers upon phase-our of
the home consumprtion value (HCV) will also be lower. In exchange for
tighter rules for protection of [ntellectual Property Rights, the risks on
unilareral and punitive rrade action will be greaty reduced.

Furthermore, there are now more precise rules on anti-dumping as
well as countervailing measiires which seck to prevent arbitrary action by
‘our-trading’ partners and aim to strengthen dispute settlement procedures,
There will be more stability arising from the multilateral framework on

trade on services, Theexisting regime in banking, maritime, tourism, and

telecommunications services will o m_lurgo reforms. A violation of
commirments in the services or intellectual property arca could resulrin
retaliation in the guuds area.

However, to enjoy all these henefits, we have to H.Hgn out domestic
laws with GA'T'T rules. Some legislative requirements are shown here:
Indicative List of Legislative Requirements Resulting

from the Uruguay Round Final Act

L Tarniff Concessions

o lssuance of the appropriace legal instruments to incorporate the
fallowing in che Lariff and Customs Code

o Binding of tartffs {commitments not o raise them} at rates above the
L9495 applied rates (3,481 lines)

o Tariff reductions (for 12 rexcile and 27 agriceuloural carif lines) and
binding the reduced rates

The above will be implemented over 10 years.

2. Customs Yaluation
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‘ Indicative List of Legislative Requirements Resulting
from the Uruguay Round Final Act [Ganhnuatmn]

‘ o Amendment of Secrion J[Pl uE ||-u° Lariff and Customs Code o shift
from HOW to transaction value

A Anti-Dumping
o Amendment of Section 301 of the Tarff and Customs Code o align
anti-dumping provisions with thase of the Apreement

oAn-dumping duty limited o cheamoune ofdumping margines eablished

o Termination of a definitive anti-dumping dugy within five years urnless
extension is justificd

o Requires that an investigation be @rminated as soon as authorities are
sacistied of the insufficiency of evidence supporting either dumping or injury;
or when the dumping margin de minimis {less than two percent of export
price} or that che valume of dumped imporrs is negligible {less then three
percent of the imports of like product)

- provisional measures

- price undercakings

- definition of local industry
4. Suabsiclies

o Authority for the fiscal incentive-riving bodies to withdraw subsidics
if it injures ather contraceing parties unless such suhsidy does not xceed twa |
percent of the product value

a Tolimic the level uﬁ:xpnrl subisidies nnce the GNP per capi raof§1,000
is reached

o Towithdraw any cxport subsidy after threeyears from reaching §1,004
GNP per capita

o To phase out subsidies for local content within five years
F ¥

Trade-Related [nvesoment Measures (TRIMS)

o Amendmene of the Omnibug Invesoments Code on Rationalization
Program within five years
6. Trade-Related Aspects of Intellectual Property Rights

o Accession of Berne Convention (1971 and amendment of P 1203 on
Reprinting

aamendment of Sound Recording Law to increase protection to 50 years
o Give protection o geographical indications .

o Amend Compulsory Licensing laws to exclude semi-conductors and o
~ comply with the conditions of Arricles 27 and 31 of the TRIPS Agreement
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Indicative List of Legislative Requirements Resulting
from the Uruguay Round Final Act (Continuation)

7 Agriculiure

o Require tariffication (the conversion of all nom-taridi bartiers ineo tanff
equivalents) and reduction of warnifficd rates over a 1-year periad

aRequireamendments toall laws and repulations thae allosw or mandare
duan FLEat] ve U TESEHCLons or import bans, e, Magna Carea for Small
Farmers and import restrictions on onions, parlic, e,
L

The Ministerial Conference of November 1994 will decide on the
number of ratifications needed in order for the Urnguay Round agreement
to enter into force, When the agreement is entered into foree, the clock
starts ticking, In other words, il we are unahle to ratify the Uruguay
Found resules in time ﬂ:r._l'unu:Lr}-' 1. 19495, the rransition chat we are
allowed 15 1o lun'gur five years Upon entry lruc five Years upon
implementation and not upon ratification. We are given two years to
ratify. That is the transition period. Those who are unable to ratify must
apply its entry o the WO by negotiation, Benefits of the Urnguay
Round cannot be enjoyed by a country priorto ratification. The transition
period and its ﬁb“gﬂriﬂn& start from date of entry inte force [of the
o],

Acceptance after the nwo year period will mean renegortiation wirth
all the WTO members. The 'payment’ for delayed acceprance will be
much higher than the concessions we made in the Uruguay Round.

S0 | conclude my presentation here, and [ will enterrain q HesTLoms
from the floor,

Magno: We have two reacrors on the floor, Atty, Montemayor, a long
time advocate of farmer's welfare and Dr. Ofreneo of the School of
[ndustrial Relations (SOLAIR),

Atty. Jeremias Montemayor: My impression as of this momenr is that we
are at the losing end. The sooner we realize it, the beteer our chances of
surviving, Now, we are being forced to liberalize our corn marker, What
will happen to our corn farmers in Corabato, Bukidnon, and other
prfl\'in':m;? When the market is floaded with im.P(HTL‘[i corn, the corn
produced in Corabato will not be able ro compete, Why? Because foreign
comn is subsidized. They rell us Filipino farmers are inefficient. Oin the
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contrary, Filipino farmers are the most efficient farmers in the world
because by efficiency we mean producing so much with so little,

In addition, we were victims of trade discrimination for generations
— quantitative restrictions and the quota system of the United Stares —
you cannot export textiles unless you import everything, These practices
have heen going on for years, and now, with the GATT, there is no
assurance char they will he sttmpp{:d. Much more, we lwgill implcmunting
the GATT while they are already rich and we are still poor. This
fundamental inequity is the basic reason for our disadvanrage.

Now, [ am not crying over spilled milk, T am only trying to be
realistic, so we know where we are. For instance; our lawmakers PﬂHSﬂd
rwo laws, more or less saying that ifwe have enough food production in
the Philippines,we should not import. | cannot imagine amore reasonable
policy than thar, That is what we call quantirative restrictions. But
advanced countries are saying that even though :tg'ricl.l|l'l.t1':l] production is
enough, imports of thesame producr should be allowed. MNow comes the
GATT. The GATT is premised on free trade; and che greatest violators of
free trade are the advanced economies who provide massive subsidies.
Thar is why the FEC and the US were wrestling until' the last moment.
This is because they both provide large subsidies to their products.

There is one big sector that was excluded in the GATT — labor,
Free rrade means thar every commodity should be given free play; thar
EVEry Com l't'lﬂdit}" can be ux[.:uurtcd or im}mrtud without amy I'Eglliatiﬂn-
The cheapest and most lucrative expore of the Philippines is labor . Are
they willing to give up quantirarive restrictions -or tariffication on labor?
Are they willing to liberalize labor entry because three billion people of the
third world countries are waiting for johs? We cannot be emotional abour
these problems, We have to approach ir realistically. | n other words, when
the EC and the US were fighting cach other, it was the ¢lephants who
were fighting and we were the ants. We would only be satisfied with the
crurmbs thar fell from their mouths. That is our sicuation, But forgerting

the interests of their fellow ants, some of our leaders became the

cheerleaders of the elephants.

|1 E_PPC:LI.'S lE]EI,l' Or llﬂgﬂ!’.iﬂ,[l s EI.HL'I l'_‘CE:I['lI'.?['l'li.ﬂ.' lt'-l:lpdﬂrﬁ did A ﬁg]l':
forour people sufficiently. [ always hear from them that trade liberalization
5 inevirable, We must he grﬂ.l:ﬂﬁﬂ hecause of this and because of thar
Trade liberalizarion is inevirable, we are not apgainst it. Whar we want is
free trade under fair terms. But ic appears that we are at a disadvanrage.
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You know how deception works? It is like this: “We will decrease our
subsidies by 40 percent. But beeause you are underdeveloped, you may
decrease it by 10 percent.” So itappears that we are ata disadvantage. The
starting point of our subsidy is zeto while the starting poinr of their [che
advanced economies’| subsidy is 100, You reduce 100 by 40 percent it
becomes 60. You reduce zera by 10 percent, it is still zero. We cannot get
atything,

So I believe that our negotiarors did not fighe sufficientdy. We never
saw them, and even when they are already here in the Philippines, they
are very good defenders of advanced countries, But of course, it can be
argued, why light them? We cannot fight them, but we can at least bark
and try to find available hirches, Ocher countries did this. ] hey were in
constant touch with their neighbors. Bur in the case of our negotiators,
they did not consule nor inform us of the terms of the GATT. What they
gave us are mere general assurances abouc the alleged advantages that

GATT will hring.

lwould liketo stggest that U embark on a very derailed information
drive and public discussion on the details of GATT, In my seminarin the
barrios, | have already informed them about this. Perhaps, UP students
can make researches on the details of the CATT. For example, we have to
determine whe are the losers and winners under the GATT, Makari
businessmen win and Mang Pandaoy loses. Businessmen [y lose by een
percent. But the higgese winners are the traders.

Therefore, 1 was very insistent on cthe

need for farmers and workers o be -
consulted, Thar is their constitutional right. [l]ﬂ the case of our

Article XITI, See. 16 of the 1987 negotiators, they did
Constitution stares that "the right of the not consult nor

people and cheir m'ff;:l.ln'['f.a:tinnr: to cf?:-:ctivc_ i i aF e
and reasonahle participation ar all levels of

social, political, and economic decision- terms of the GATT.
making shall not be transgressed.” The What theyf gave us
problem is that they are not being consulted, are mere general

notwithstanding thar that policy is also

embodied in the Magna Carta of Small assurances about

Farmers. Secrion 23, par. 10 thereot thE‘ alleged
provides that the importation palicy shall adyantagES that
he reviewed periodically by the government GATT will bring.”

inconsultation with farmers organizations.

This provision is necessary because the
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Farmers ate ones who will be affected. They might see tha this is against
the farmers and pro-business.

Millions of our countrymen might have been protesting. We would
have joined other protesting nations. We might have obtained some
concessions, Bue I think, we have joined instead the chorus of those who
are singing hallelujah, Pethaps, itis because wewil] live longer thar way.

Now, speaking of local content, it is probably our fault because we
never really rried to manufacture the contents af our products, Weare so
fond of importing. When we hoast chat this year we have imported 40
percent, 60 percent of that have heen impotted beforehand,

We arce in an excruciating economic situation. And we say, 'foreign
investors, come aver,” We lack judiciousness.

[n IPR, specifically in genetics, they [IPR proponents| get our raw
marerials and now claim the same as their property, and we have to pay
more for them, Can they claim exclusive right over these raw traterials?
Our negotiators never raised thar point.

Now, here comes the legal question which alse has socio-political
implications. Can the President sign the GATT treaty knowing thatitis
violarive of an existing law — the Magna Carta of Small Farmers? This
law provides that there should be quantitative restrictions if we produce:
an agriculrural product wich sufficient quantity, The GATT provides its
replacement by tariffication. Can the President sign a treaty to overridean
existing law?

In the September § Social Compact, which President Ramos signed
with other sectors, we reported in the committee of basic sectors that the
Magna Carta will not be amended.’ ['he President congratulated us, Did
our negotiators respect that social compact in addition to the stature? |
would have wanted them to keep on fighting up to the end. And if they
cannot sicceed, well, never mind.

Can the Senate ratily a rreaty in derogation of an existing law? The
Senate is only the upper chamber m our lawmaking body.

Third, the GATT treary will require the imposition of new tariffs
But tariff laws, according 1o the Constiturion must originate in the lower
house, I laws must so originate, if the Presidenc will approve thar treaty
and there will he new tarifficarion and such would not originate from the
lower house, would that be constitutional?
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These are the constitutional complications, The Magna Carra has
hardly been implemented, but it has already been made ineffecrive by
illegal imporrations and smuggling.

Our people must be informed not merely in general terms. We must
he informed of the derails, How will the corn farmers in Cotabata be
affecred, thie banana workers in Davao? Wha among che banana workers
will be affeered? The people must know, and perhaps, we need the help of
the students in this undertaking.

Buencamino: Thank you for your comments, Actually your commoents
AFE-IWOT THEe Loy ks H]'.I}’n'.ll:'.lrﬁ_' hl'_"CE.'l'lﬁL' TE"IL'I'C arc "r"f'C” |{'|'.|ﬂ'.lWl'i COImMmEents FTI.'?I'I'I
various sectors of sociery abour our role in the Uruguay Round, lowill be
quire difficult for me to ohjectively engapge in a debate on 2 number of
things that you have said. Ar least | would like to rell you and other
members of the panel, incuding our audience; that when we negortiated
i Ceneva, we never forgot-that we were also Filipinos. Let me juse
respond to the rthree objective points thar you made,

First ofall, time changes. You are quite correct that only Congress
can effece c]]angm i time, [nefact, we havea J:mg listof | L*gmlalivu changes
that Congress will have to enact. The Senate’s role is only racification. |
rold you that last week, | was with che Ways and Means Commitree in
Congress because of changes in customs valuarion. Nexr week, | will he
in che same Committee because of chanpges in tariffs, The Commirtee
conducts a serics of comsulrations. Ar lease, there are consultations in
Congress. We know that very well, and we are in close touch with
Congress as well as wich the Senare, Starting in March, the DT as lead
agency, will embark on a roadshow. Wecall ira roadshow because we will
be presenting the results of the Umguay Round ro different secrons and
interest groups around the councry. This is the start of the transparency

PJ'I.’J'L'Z(.‘,S-H l]'IELl :p"!'lLl dare IJ.L'I!'H'.ITIdi.['If_,_:.

Second point, [ want to respond ro your claim thar we encered inin
asituation wherein the fight is between a heavyweighrand a lighrweight.
That 1 a good analogy but it is nor quite appropriate when you look at
the situation of world trade and agriculiure. OF eourse, the US and EC
are |'|:-:z|1.'}rw1-ighr:\-, They can i'.u]'[:vid:_- hillions of dollars in subsidy juse as
they did in 1992, and we could not afford even a million dollars. Bur the
point is, you have asituation where big boys have been heavily subsidizing
for mote than 40 years and you cannor do anything aboue it Here is your
chanee roget them to agree tostart reducing subsidy. So by all means grab
thae chanee. [t is not free rrade, The Uruguay Reound does not promise
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free trade. Neither does the ASEAN Free Trade Association {AFTA). Buc
the North Ametican Free Trade Association (NAFTA) does. Free trade
means  that substantially all products gee substancially equal to zero
duties. The Uruguay Round isnot free erade, [ have been crying to explain
this to the people from the agriculoural sector,

Tariffication looks frightening. But in operation, it will not effecca
profound change, [t will nor effect changes ar all in trade conditions, So
it is not so much the case of the heavyweight versus the lightweighr. The
Uruguay Round is a unique opportunity o get the heavyweight to start
a commitment to lose weight, OF course, you snatch thar n}_ppnrtunit_'.'. |
can assure you that agricultural negotiations in the context of GATT or
WTO will continue for the next 56 years. 1e will rake awvery ]nng tirme b
per these people to agree to zero subsidy, Bur when do we start? You now
have that unique oppormunity in the Urnguay Round. We saw that
opportunity. 5o this is ir.

Third and last part; the maost
confused and misrepresented  issue. The

basic argument of Arty, Montemayor is

WTap :
Tariffication looks that che Magna Carta of Small Farmers

frightening. But in precedes the Uruguay Round. 1 beg to
operation, it will not disagree. The first commitment, Arr. 11
effect a meaund of the GATT, eirew 1948, says chat

h It ." t quamimrive restrictions are }Jmhihi[ed.
cnange. JLwili no But of course, we have found a loophole
effect changes at all — the BOP provisions that T have

in trade conditions. mentioned earlier. 5o we could escape
$o it is not so much from thar number one commirmens Buc

there existed in 1948 that commitment in
the case of the quantitative restrictions and when we
heavyweight versus  signed the GAT'T in 1980, we undertack
the lightWEight. The {0 -.Lligu all our domesoc laws :Lct:url.ljng £

_ . that international law. The Uruguay
Uruguay Round is a Round began in 1986. The tssue of

unique opportunity tarrification  was alive by 1989. By the
fo gEt the fime of schedule of conclusion of the
hEEWWEight to start Uruguay Round in Brussels in 1990,

; tariffication was the main wssue. Manila
a l:umm.ltment to was fully briefed of the consequences of
lose WEIght-” tariffication and scanding instructions wete
covered. The Magna Carta came in 199,
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[ would even say that people who drafted it failed o consult with our
international law division. 1 would beg to disagree thar the Magna Carra
precedes the Uruguay Round, Thar is a face that [ have to stare.

Dr. Rene Ofreneo: This discussion on GATT js quite late in coming. We
joined GATT in 1980, we should have heen talking abour it and its
tmplications on industry, agticulrure, labor, and other aspects of livelihood
a long time ago. Like what Arty, Manrtemayor said, it loaks to me as if
there was no ample consulration on the matcer, When we joined GATT
in 1980, as far as T know, the only ones who decided on the marrer were
Gerry Sicat and Cesar Virara, There was no consultation on the GATT as
it was forwarded along wich the scrucrural adjustment programs (SAPs) of
the IMF and World Bank (W),

The effects of GATT were not discussed much in the | #80s because
the effects of the SAP were almost the same. Under the SAP, the
sovernment was commirred o such policies as import liberalizarion,
agriculeural deregulation, and financial and monetary deregulation. We
also had a series of rariff reductions under the SAP. We also lowered the
average rariff protection from something like 70 percent in the 19505, to
about 30 percent. Under rhe Aquino administration, it went down
further to around 10 percent. [ do not understand why we need tariff cues
when our tariff rates right now are, 1o use the language of the economists,
Very competitive compared to orher countries.

The overall intention of the GATT is o promuoce free rrade and
investments. OF course, free trade not in the sense thar there will be
completely no tariffs, bur there is a reduction of tariffs in order to promote
agreater volume of trade, In relation to this, economists are ralking about
what are called ‘cradeables.’ By “tradeables” we mean produces heing
exported and imported.

But in the case of the Philippine economy, paricularly in the
industrial and agriculural secrors, we have what we call 'non-rradeables.”
These "non-tradeables,” as mentioned by Atcy. Montemayor, refer to the
sectors which produce for home comsutnption of the domestic marker,
Naturally, if the marker is looded by impaerred ‘tradeables,” and the local
producers ('non-tradeables’) are not able ro compere, then chis would he
dertimental to the ‘non-rradeables’ sector, The problem, therefore, is how
to balance this situation.

Unfortunately, the weight of the arguments found in economic
lireeature, even those produced by UP, are always in favor of rradeables
and free trade. But in orher countries; they always try to achieve some
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halance, That is why it is surprising that 1018 only now that Japan is trying
to deregulate irs agriculture, after becoming one of the most advanced
ceonomies in the world, This is so despire the absence of pressures [rom
rrading giants like che US and the Furopean Economic Community
(EEC). Japan is deregulating its agriculrural sector on its owrnl Initiative,
In our case, it seems we are being clbowed inta this deregularion scheme,
assuming thae it is to our wltimate henefit.

For instance in the case of the devaluation of the peso, CCONOITNISE
are arguing that devaluadion will favor agriculture, but are we really
certain that this will be so? Probably in the case of pineapple producers,
rubber exporters, asparagus exporters and the like, but in the case of our
farmers who constitute the overwhelming majoriey, and whose rice and
corn products are destined for the domestic market, they will be the ones
penalized by this deceprive measure,

The point is this: it is not so easy t make a sweeping statement that
by encouraging the production of ‘cradeables’ through peso devaluarion,
carifF ents, etc., the econamy will grow and the standard of living of our
countrymen will improve. There has to he some balance and consistency
in the palicies government malkes.

Many of the non-commirment policies to agricultural subsidies
were phased out during the 1 980s. I che 19705, we had alot of subsidies,
in fact. there were induseries that were over-subsidized under Marcos
(e, Masagana 98 pro ject). In the 1 980s, however, the W deregulation
program resuleed in anall-out removal of subsidies to the peint thatit hiad
a dislocaring effect.

Thar is why when Dir. Buencamine catlier measured the porential
henefits, we should also measure them in terms of porential lowsses. Bor
example, it was cited that we had potential bencfies in terms of oil seeds
bue even iF we are made to proditce our OWn coconuts, our cocani
indusery would accounc for only less chan five percent of the rotal marker
for oil seeds. There is a small benefin but the losses, for example, the
flooding of agricultural produces which will displace locally produced
agricultural products, will hutt. As Atty. Montemayor cited carlier, this
will also apply to corn and certain fruirs.

In the case of the textile and clothing industry, liberalization was
supposed to benefit local producers. But again the narure and seructure of
out rextile industry inhibited whatever henefit we were supposed to derive
from liberalizing the industry. AT present, weare no langer as comperitive
as before compared to Thailand, Malaysia, and Indonesia because our
102



Kasarinlan, Vol. 9 No. 4, 2nd Quarter 1994

textile industry consists mainly of second-hand capital stock we were able
to salvage from Japan under the Reparations Act.

Secondly, we do not have a local petrochemical industry o
complement our garments industry. Neither do we have a machine-
building industry, We have to import our raw materials. Hence, we are at
a disadvantage compared, for instance, to Vietnam and China when it
comes to manufacturing rextiles and garments. You visit major capitals of
the world and you will see Chinese-made rexriles flooding the marker.
The reason: the low prices of the textiles and garments, They are able ro
produce competitively because of the infrastructure available and
complementary industries [ike perrochemicals and machine-building,
These we da not have at present.

| am raising this point because [ wanr ro emphasize the importance
of whatis called the structure of industry ot cconomy in an apen economy
asenvisioned in the GATT. Can our induseries withstand the com petition
that the GATT is going to bring? Can our backward agricultural secror
survive the inflow of imported products thar the GATT is going to
liberaljzer Personally, 1 am not against foreign rrade or even finarncing
foreign trade, but then | go back ro my old theme — there should be
balance. It should be trade in the service of the people, not people in
service of trade. 1 do not have time to diseuss the effecrs of GATT on the
labor sector bue globally, labor standards are being eroded in the name of
free trade. !

Thirdly, as aptly observed by a Malaysian visitor last week, the
supposedly level playing field in the world is not really equal or even. |
think this observation, to a large extent, is accurate, Our friend even
gifted the President with a limousine, 4 Proton-Saga, whose contenc is
aver 80 percent Malaysian, While in our case, we started a progressive car
manufacturing indusery areund three decades ago, but until now, our
local concent is only about 20-25 percent. The reasoning given by many
who tried to rationalize such a low local concent is chat the Philippines did
not have a market for cars, but look at Malaysia, they have a smaller
population, and yer they were able ro develop their car manufacturing
program. They now export, of course they have joint ventures wich
Mitsubishi. The Malaysians are very decisive, they emphasize linkage
development, that is why Mitsubishi’s partner in Malaysia are the heavy
induseries of the counry.

[ should also point out that | alse represent e Mational Eeonomic
Protectionism Association (NEPA), However, we do not advacare old
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prnm:cinnisiu. Old protectionism was only advantageous for the elite,
but in che free trade set up, it is also not rrue that there are no elites. The
elite here are much larger: the rransnationals.

The United Nations Conference on Trade and Development
(UNCTAD) studies show thar almost 50 pereent of global crading in
manufactuses incra-frm crading, meaning rrading between mulrinational
subsidiaries. [fwe examine the imports of Japan from ASHAMN countries,
we will see that they are importing imanufactured goods from their
cubsidiaries based in these countries. Ihis is part of their global rrade
stratepy. Fortunately, we do mot have these inour councry. Thar is why
in advocaring new protectionism, we would like to emphasize that what
we have already, whatever industry, no mateer how inefficient, should be
transformed and maintained.

Why should we simply expose chem in the name of free trade w0
global competition wiiich will inevitably destroy them? The investment
statistics last year were not very good. They showed that the majotity of
the investments are poured into real esrate and the stock market, not on
production. | do not leow how we can sustain this kind of economy.

[ addition, the renewed advocacy to rake care of our environment
should be part of the new protectionism. | do pot know whether we can
have borh balanced trade and self-reliance wirh this goal in mind. Why do
we not divetsify our local economies and promote our local markers? We

have a population of 60.5 million. That is a big market. At che turn of the
century that was the population of the US, and yet they had already
developed an airplane industry and a car industry and their share of ghabal
cracde was only 15 percent, In other words, there is an existing markes,
why should we simply neglect the domestic market in favor of an outside
focus? What happens is that the: only thing that sustains the Torcal

economy are the overseas contract workers (OCWSs).

| do nor lenow how prepared we are for the resules of the Urnguay
Round. Tt turns our thar a lot of people, including our senators and
congressmen, do nat underscand what GATT is and what COMIMITMEnS
we have. The Uruguay Round starred in Cory's time, but there was no
publicity, and it ended under Ramaos but there was srill no consultation,
They say that there was an cconomic summit held in Seprember last year
bur there was 1o representative in the negotiating panel to discuss GATT
and irs implications.
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Ay, Montemayor mentioned the
workers and farmers, bur they are noc the “It is about time that

only sectors thar were not consulted. Boch government divulge

blg and small Fi|i]:ui|'m businessmen and !
cooperatives were also treated the same facts about which

way. There was nomeaningful consultarion  industry will stand to
with them regarding this matter. le should benefit from the GATT
be thar the consultation should be industry .y .

[0 indu&;rr}-‘ hecause of the varied effects the and which IndUStrlES
GATT will have on different industries. will be hurt.

That is whar they did in Japan, that Forewarnlng — that is

iswhy their scructural adjustment was made the best sa‘fety‘ net
smoothly, The actors were ready for che that ggvernmEnt can
change. It is about time that government prwide.”

divulge facts about which induscry will
stand to henefit from the GAT'T and which
industries will be hurt. Forewarning — thar is the best safery net that

poverniment can pt'm’idu‘.. Bur there is no such w:trning.

Finally, if weare really going re participate in global trade, where are
the Filipino champions who would take the lead and rake advantage of
free trade? There are none, simply because we have no clear industry or
agricultural plan. Wharwe are banking on is simply to open the economy
upand allow foreign investments to develop it, Bur these investments are
purely international subconrracting arrangements.

Fven if you complement this with policies like liberalizing foreign
investments and devaluarion, the steucture of our cconomy is simply too
inhibitive to produce meaningful results. In the case, for example, of
electronics, even though chere is a planned taniff eut of about 50 percent,
this will hardly henefir us because we only produce assembled parts, not
finished products. The ones who will acrually be benefired by these tariff
reductions are the Motorola company in the US and Japan’s NEC.

S0 the bottomline is: we joined the ‘(':FL_]'" I during the Marcos and
Aquino administrations, and now we are joining again under Ramaos
without really having a clearly defined agricultural and industrial plan.
Warse, meaningful consultations are absent particularly in the secrors
which will be hit hardest by this agreement. Safety nets are also not being
prepared. [n che lastanalysis, we are joining the GATT without any clear
direction as ro what we really wanr ro achieve. This is as crue today as i
wias before,
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Magno: We shall allow Dir. Bueneamino a
“[T]hEI’E is one b'g brief rebutral befare we move to the open

. . forumm,
incentive to keepon "

using old Buencamino: | do not want to call it a
machinery. It is |'cb_utta|, just a comment hccﬂ._usel[}r.
b Ofreneo has made very good points,

ECEILISE.. your _ especially with regard to the last point of
domestic market is directions. That is something chat we in

so isolated from government are also in search of,

fu:-rEIgn CﬂmpEtltlﬂn, [ will just focus on three points. D,
you do not havﬂl to O¥frenco mencioned the low racifls of about
innovate. You can 10 percent. | chink the more accurate figure

; ¢ Id is about 28 percent which will go down at
Eﬂnt":lue TUISo the end of 1995 to about 21 percent. o
mathlﬂery’- PrUdUCE why did we offer more curs? We did not
the same prgdu[t' actually offer cuts, We offered to bind rariffs
and force it upon to 10) percent ateach point highcrlhm]_ﬂ!ﬁ

outlined rariff schedule. Thar is one of the
your consumers. But criticisms against us, they tell us, we do not
if you open up, you have any tariff cut, only a binding of rariffs.

begin to innovate. Bt char is something we want to resist, we
You have to sell want o stand our ground. We would nor

2 do any mare cuts.
quality products.”

Second point, textiles and ourdated
technology. | really do not lenow che reason
why our rextiles industry has ourdated technology. lois true, the machines

they use ate 30 years old. But you know, there is one big incentive to keep

on using old machinery. It is because your domestic market is so isolated
from foreign competition, you do not have to imnovace. Your can continue
to use old machinery, produce the same producr, and force it upon your
consumers, But if you open up, you begin ro innovate. You have to sell
quality products, Thus, overprotection is not the best support we can give
o infant industries. This extended provection will only guarantee industrial
rerardates. They will only make retardates our of those infant industries.

Mowr, the last point | want ro make, There is a question inherent in
D, Ofrenco’s comment, that is, can we survive the Uruguay Round? My
personal opinion would lead me to say "Yes.' The changes brought about
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i by the Uruguay Round, despite che magnitude of the words and numbers
| have shown you, ler me rell you thar [ personally feel thar che effects will
not be felt immediately. Lewill transpire over the medium-and long-rerm.
And because it will transpire that way, we cannot say thar che Uruguay
Round will immediately have profound changes. Perhaps, ten years from
now, you will fook back and say, these are the changes broughr abour by
the Urugnuiay Round, itis norso bad afrerall. 1 mean letus giveirachance,
Because the leaders of 117 counrries, negotiators of 117 counrries, the

Kasarinlan, Vol. 9 No. 4, 2nd Quarter 1994

best minds of the universities of the world working on the secretariar of
the GATT, they will not pour in seven years of hard work for something
that in effect will be bad for all. [y will be gouol, pood as some people say
for the big hoys but not so good for the small hoys, | do nor chink so.
Perhaps not. Maybe, we are magnifying whar we perceived to becosts thal
will be shouldered by small participants like the Philippines.

My only appeal is this: perhaps there will be greater chanees of
surviving the Uraguay Round chan we actually feel now, so v it g

chance.

OPEN FORUM

Question: What are che implications of GATT 1o NAFTA and other
regional economic groupings?
Buencamino: First of all, the likes of NAFTA are all exceprions in

elation to GATT. “With respect to
NHFPE}"L. r]'l'ff U-"‘;\ f_'.anad;l, :L[HJ Mt!'-".i.#..ﬂ

ate forming a commirree that will examine
NAFTA later rhis vear, They will review
whether the agreement is consistent with
GATT,

agreements are in derogation of GATT

Bur all chese regional trade

because there is only one system of trade
— miltilareral and nar l":.:t;if}'l'lﬂl. In the
US, there was much debate abour the
NAFTA. Bur you see inspite of all the
debates on the pras and cons of NAFTA,
any way to reduce ariffs would require

efficiency.

We will not be very much affeceed
by NAFTA as far as Mexico is concerned,

“Thus, overprotection
is not the best
support we can give
to infant industries.
This extended
protection will only
guarantee industrial
retardates. They will
only make retardates
out of those infant
industries,”
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[ have seen some documents concerning NAFTA. The wariffs in the US
are already low, OFf those products of interest to Mexico and Philippines,
the average tariff is four percent, With the NAFTA, the USwill male tha
zero for Mexico and will maintain four percent with respect to us. So we
are talking about a four percent margin. Now consider the GSP. The
GSP could either be zero or two. So what dislocations are we talking
about? On rextiles and clothing, we can even come our ahead despire the
NAFTA except on certain types of textiles like polyester. Bur that is a fact
of life, The US decided to enrer on a free rade agreement with Mexico
and Canada, We have ro live with char.

People say that there might be dislocarion as faras investors or trade
are concerned. [Fyou look at the US border, the southern border of the LS
in Mexico within the 50 km, radius, you will find subcontractots
composed of Mexicans, Americans, or joint venrures. They produce
along that area and they ship them to US. That is duty free and that has
bieen going on for decades already. That comprised about 60} to 65 percent
of Mexican trade with the US, Sa if you are afraid of the NAFTA effec,
ler me tell you that you have felt it years ago.

Question: My question is how is GATT related to che devaluation of the
currency? Just recently, this issue of devaluartion has hic the country,
Some sectors are saying thar if we devalue the Philippine peso, we will
encovrage exports and discourage imporrs, 1f we continue ar this Jevel
now, anartificially lower value of the Philippine peso, exports will lose
competitiveness and imports will be coming in to the prejudice of the
COUNTIY.

Sorwich the sipning of the GATT, will the level of the currency have
any effect on the way GA'TT will affect our volume of trade with other
countries? For example, if you say that the primary purpose of GATT is
to encourage the free flow of trade, bur then our currency is overvalued,
so ot exports will lose aver our impaorts, whar pressure will the GATT
ExErt o our Imonatary and Forex |.m] icies?

Buencamino: [t is good that you mentioned the relationship of GATT
with our currency. Implicic in your statement is that GATT has no
relation with monetary policies. But you are right if we have a situation
that because of the GATT, there will be liberalization worldwide, But as
| said earlier, it will not have a profound effecr within the nexr few years,
It will come very slowly. We have a liberalized environment but we
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cannot compete because the currency is too expensive. Then the challenge
t the exporters and the government policy-makess is, despice that, o
determine what can be done o make the pest mare competitive.

The quesrion of the dollar heing strong now will not be solved by
devaluation. You devalue because your currency is very weak and you
need ro defend ir. The situation now is thae the peso s very strong,
Maybe, 1 can offer some reasons, If you devalue the peso, what happens?
You will have a black marker which can buy and sell dollars at a lower rate.
You will have an official exchanpe rate offering a higher value for dollars
and no one will buy in the black market. Iris the reverse, The guestion of
devaluation is not natural in cases like this.

Now why is the peso strong? 1 do not know, Perhaps it is because of
the amount of dollars that the OCWs have brought during the Christmas
season or the liberalization thar has transpired in the financial secror.
Whar happens? I had lunch with my banker friend yesterday and his
problem is the boom in foreign currency. Investors come in with dollars
and convert them to peses, and  then place them in higher-yielding
Issuances or investiments hecause the dallar will anly carn 3-4 percent per
annum. But the peso will camn up to 14 pereenc if you purin treasury bills.
Ifyou invest it in initial offerings of big corporations as Cebu holdings or
Petron, you can earn as much as 500 to 600 percent in two or three
months, So the solution there is not devaluarion. You just have to pur
your dollars to better use,

Dheneo: | agree with Dir, Buencamine. Devaluarion is a lazy manner of
promoting expores. [t is as if devaluation would aucomarically increase
O eXPores.,

In exports promotion, we need 1o idenrify our targers. You look ar
the case of Japan, Taiwan, and Korea. Whenever they have devaluarion,
they can targer the industries that will conquer the world marker. We do
not have this kind of mechanism, We justassume thae when we devalue,
expores will increase. In realivy, there is really no substantial increase in
exports. This is because of the characrer of our export industries which
rely on subcontracting and are dependent on imports.

Let me rell you the case of Singapore which was shared to me by a
prominent Singaporean economist, Singapore developed with 2 strong
currency and yer it is is exporr-otiented. Singapore has to maintain
strong currency to check inflation because they import energy. So, if they
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would devalue their currency, the effect would be inflationary, Singapore
has also developed industries and corresponding structures to support
them, [t targets cxports with preductivity.

Question: How did we bargain for the farmers in GATT negotiations
and how are we poing to address the plight af the farmers in view of the
GATT:

Buencamino: The world trading committee sets targers. What do we
want? We want this kind of liberalization. It is up to the countries o
negotiare, For us, in the area of agriculture, we have a situation where we
do not need to do anything insofar as subsidies are concerned because we
have no money. We will remove quantitative restrictions but in its place
is a higher rariff equivalent which will in effect operate like such
restrictions. That is whart we negoriared.

Thus, it is not a situation where we totally disregarded the plight of
the farmers. You negotiate an agricultural agreement precisely hecause of
the farmers. Now we have to work within a negotiating parameter —
removal of quancitative restrictions. Thar is why Canada, Japan, and
Korea capitulated. So within thar parameter, we have to make sure thar,
in effect, the situation of the farmers will not change.

Montemayor: We have a very sad situation, Shall we cry the whole year
round? That should give us more reason to fight on. The GATT is not yet
over, Bargaining goes on. Can we not ask for exemption? [n the case of
Japan, the rice farmers are only a lictle percentage of the population and
this is also true in Korea. On the other hand, 60 percent of our population
are farmers. My impression is that in presenting and rationalizing the
position of the Philippines in the negotiaring table, we have not sufficiently

struggled.

Magno; With that note, we have to close an interesting discussion. [
think one of the main points that was raised this afternoon is the need 1o
conduct public discussion an the GATT, On the part of the Third World
Studies Cenrer, we make o commitiment to participate in this discussion,

On behalf of the Center, lec me chank Dir. Buencamino and our
panel of reactors for giving so much of their precious rime to explain in
very comprehensible terms a very technical issue such as GATT. And o
all of you who have participated in this discussion, mdraning salamat po.
[ This means ‘thank you' in the Filipino language. - Eds.|
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