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of the General Agreemnent on Tariffs and Trade (GATT) was finally

signed last April 15,1994 by 117 member countries. The agreement,
which will take effect on January 1, 1995, is comprehensive and includes
areas never before incorporared into the GATT — agriculture, services,
rextiles and clothing, trade-related aspects of intellectual property rights,
and Investment measures,

S even years after its launching, the Final Act of the Uruguay Round

Given the complexities of international trade, it is quiredifficult to
measure the precise benefits of the new accord. However, according to
some estimates, the agreement could increase world trade by some
US$750 billion by the year 2005 and boost the world's total income from
US$230 billion to US$270 billion a year,

*This position paper was taken from PCCEs Country Paper on " The GATT and
Its Implications on the Philippine Fconomy,” and Palicy Stacement of the PECT on the
Praposed Senate Resolution Mo, 715, which was presented before the Senate Commirtes
on Trade and Commerce, 12 April 1994, Executive House, hanila,
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The Chamber believes that member countries scand to benefit from
the unquantifiable resules of the new accord. New rules for shipment and
customs, more transparency in trade, and a better way of s ertling dispures
all contribute to a more predictable trading system.

[t 15, however, the indirect effecrs of rrade liberalization thar are
projected to be more far-reaching. When cariffs are cut in developed
countries and, more impeortantly, in dcvcfuping countries, domestic
industries are exposed to competition. This shifts resources to more
efficient uses which will boost productivity and living standards.

Pending a thorough study of the GATT agreement, it is believed
that the new deal will pravide more aceess for products such as elecrronics
and agricultural products to the markets of the country’s major rrading
partnets. The Philippines reporcedly stands to gain from concessions in
the form of average tariff cuts of 22 percent from rhe US, 30 percent
from the European Communicy (EC), 45 percent from Japan, and 51
percent from New Zealand.

In addition, it stands to benefit indirectly from the Most-Favored-
Nation (MEN} component as a result of the average 33 percent tariff
reduction on products réquested by other Uruguay Round participants
(Table 1 and Figures 1 and 23, In chis regard, rthe ]}hiiipp'mes hus
committed, not to raise; butto bind’ tariffs at 10 percentage points above
the 1995-applied rates for 2,644 induscrial and 537 agricultural cariff

lines:

Mareover, 114 agriculoural carifflines will be hound at 5 percentage
points above the 1995 rares. Also, ranff reduction of 12 ariff lines in
textiles will result in races lower than 1995-applied rates within 10 years.
The Philippines is also projected to benefit from the increased opporrunities
for Filipinoe professionals in many areas of services (Table 2).

The pse of the rransaction value as a basis for customs valuation, in
lieu of the Home Consumprion Value (HCV) method, will resule in
lower costs of goods for both producers and consumers, The country is
expected to shift to this new method of customs valuation within five (3)
years scarting from January 1995, with a transitory export valuation
(modified BDV) first in place,

It is projected that the new accord will also help in levelling the
playing field bevween rich and poor countries. In the area of agriculture,
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Tabla 1
Philippine Export Products Granted Concessions
under the Uruguay Round
Proxducts Targed Market A Tariff Keduction
Adtificial Flowers EC 9
Japan a3
Artbcles of Porcelain Australia 29
B 3
Elzctromics Australia 49-52
us SE-100
Eg S0-10d0
Furniture and Parts s 100
Canaedn 34
Ausdralin 4858
Mew denlund a8
EC Sd-140
Chnstmas Decors 1= oy i
Craeanda a4
Australia A%
Werked Maother of I
Pearls Tt S0-100
Aunstralia 25
s ({14
BC 106
Tuna Yapan 3y
Shrmps and Prawns Japan ol
Toather Cloves Canaicla 31.37
Aastralia S0
Plywand Japan 50
Australia 5T
Mew ealand 2568
EC 30-40
Articles of Wond EC 140
Australin 40
i el Tl
Basketwork and
Wickerwork Tapun 1451
Australia 100
Mo Feadand 47
115 14-50
EC 2440
: Eanaili I3
Textiles pd Clething Mo Fealand 1267 1
EC 8-14
175 [ R ]
Capada 3T
Anziralia 7
Freatwear i 11-15
Anztrilia 36
i ki e |
Coconut (3], Crode ‘Canodn 34
Stz bl 33
EC 3650
Japan 50

6l



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

Table 1 {Continuation}

Philippine Export Products Granted Concessions

under the Uruguay Round
Products Turget Market HTariff Reduction
Tndusteiad Fatly
Alcohols s a4
R 37
Anstralia [}
Cowanis . Tapan 0
HBananas Switzerland 26
Tapan 50
Diraead bananas us ([EA]
hangoes Tapaun it
Preserved Pineapples L5 1
Austrilia il
Mew Zealand L
Swaleerland a6
EC 20
Japan 15-17
Pincapple Juies Swabeerland a6
Japan A4
Aastralia 20
s 21-24
[ 20
Tabiceo ' BC 20
Lk 15-17

Source: Philippine Trade Training Center, Department of Teade and Industry

Flgure 1

Tariff Reduction Granted by Major Trading Pariners

to the Products of the Philippines
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{b} Agricultural Products
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Figura 2
Percentage Reduction by Major Trading Partners
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{b} Industrial Products
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for instance, the Philippines is expected to benefit from the reduction in
the number of products that are provided with exportsubsidies, Agricultural
exports such as bananas, mangoes, and pineapples stand ro gain even
more since most of the courtry’s trading partner have offered duty-free
treatment for these products.’

The Philippines has commicredito the tariffication of quantitative
restrictions on 93 agricultural products and co binding rariff equivalenrs
at double the 1995-applied rates. In addition, che carniff reduction of 27
tariff lines in agriculture will result in rates below 1995-applicd rates
within 10 years. [t goes without saying rhar the new deal is nor expected
to deter the spread of non-raniff barriers. Withourit, however, non-rariff
barriers would spread even faster and will thicken the atmosphere of
suspicion among countries inwhich they flourish.

On the downside, despite the reported benefits che Philippines will
derive from the agreement, the new accord may result in a loss of
preferential quotas for Philippine garment and sugar exports to the US, as
well as the removal of tariff discounts under the Generalized System of
Preferences (GSP). It should be noted char che l"hi]ippinm I8 very
dependent on GSP treatment which covers some USS1 billion of the
country's exports to the US. The councry also relies nn the (uar system
which allows the Philippines toship 1.25 million metric tons ofsugar and
556 million sq. m. of garments to the US,

On tourism, though there seems to have been no in-deprh studies
conducted yer on the implications of GATT on domestic tourism, it is
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Table 2

Specific Possibililies for the Phillppines
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sernces and construction services]
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WIEITars

1L Cross-harder supply
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services
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Table 2 {Continuation}
Specific Pegsthilltles for the Phillpplnss

Mode of Supply [tem

Offfered by

Lirnitarions on Marjer Access

=IEL Consumprian Board

< Tanrism

a-Canvention services

o Medicallhealth facilities

o Facilities For retirees such a2
lang-term rursing e
rehabilication care

% Ship repair faciliies
I:l:.g.. Subic Parled

o Al DECE couneries

i Wa limirarians on marker
zceess and natienal oearment

¥ Muost DECD councrics
had withdrawn their offers

in this ares due to the

extended nepotiations in
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also projected that the effect of the new accord will be similar to its overall
effect on rradeable services. The wutism sector is projected to grow as the
world economy grows — by how much, however, is quite difficult to

quantify at this stage.

The emerging rE:a'iL’iil'_il in the global marker have opened dur eyes to
the fact that for developitly countries like the Philippines, sustained
cconomic growth will have to depend on closer cooperation with and
integration into the world economy. The complexities invplved in
modern industrial and agricultural production processes require thar the

Philippines look beyond its territorial
bnundarimandscarc]1Fc:rappr’r‘rpriatr:
growth scrategies chat will encourage
the optimal use of resources. Freer
market access, though, does nor
necessarily mean easier market access
for Philippine products. To compere
eﬁectivcly, the Pllilippincs TSt
continually re-assess its competitive
pogitions vis-a-vis other devai::ping
countries also competing for a share
of US, Japanese, and European
markes. It is also very important
d]ﬂ.t MEASUTES h‘ﬂ fl.}rmu'at{:.d [ir N ;J,l‘r]r:
our domestic inu.‘]ustr}r o
quickly to changes in policy or market
conditions with respect [o our major
trading partners.

adapt

“The emerging realities
in the global market have
opened our eyes to the
fact that for developing
countries like the
Philippines, sustained
economic growth will
have to depend on closer
cooperation with and
integration into the
world economy.”
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“The new agreement should not be viewed as a mere
set of rules but as an indication of the direction of world
trade in the very near future. It has increasingly
become evident that GATT is crucial to the internal
adjustments and industrial restructuring measures that
are now being implemented.”

The GATT agreement is nor a trade panacea, Clearly, there will be
winners and losers. However, the gains in efficiency that will be derived
from aligning domestic production in  accordance with comparative
advantage and world market prices are sure to outweigh any shorr-term
costs. It should be noted that recent trends in the world marker, such
as the emergence of trade blocs, have resulted in multi-directional
marker regionalism. Since trade now maoves in many directions, what
will be needed is a plobal; not regional, set of rules and enforcement
mechanisms as exemplified by the GATT. Otherwise, world crade will be
adversely affected by the emergence of exclusivist types of trading blocs
which will influence and shape the world economy according to their
respective interests. Though GATT is also envisioned to simplify the
vatious intricacies of trade at  a stroke, s effects, however, will be
evolutionary and cumulative,

The Philippine government has already prepared an indicarive list
of legislative requirements as a result of this agreement, These include
amendments to the Tariff and Customs Code as  regards the taniff
‘binding’ commitments, the shift from the HCV method of customs
valuation to the Transacton Value Method {TWM), and the alignment
of anti-dumping provisions with those of the GATT agreement. Other
measures on the pipeline include those relating o the limitarion on and
withdrawal of export subsidies; amendments to the Omnibus Investments
Code; trade-related aspects of intelleceual property rights, e, accession
to the Berne Convention and amendments to the Sound Recording
Law: and agriculeure, i, amendments to laws and regulations that
allow or mandate quantitative import restrictions or import bans.

The new agreement should not be viewed as a mere set of rules bur
as an indicarion of the direction of world trade in the very near future.
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It has increasingly become evident that GATT is crucial to the intermnal
adjustments and industrial restrucuring measures chat are now being
implemented. Tt cannot be overemphasized thac the reforms cannat he
implemenred effectively without considering the external constraines
against which liberalized cconomies must operare, Thus, recent glabal
market developments make it imperative for government to formulate a
sound ourward-orented industrial policy in order to ensure long-term
ceonomic growth. The challenge here is how o betrer coordinare our
international rrade and monetary policies to prevent macroeconomic
distortions from ﬁLﬁling pressures tor the deployment of profectioniste
Measires.,

Finally, one cannor reasonably expecr the new GA'TT agreement to
satisfy the demands of all contracting parties, Unrealistic expectation
may lead to disappointment. Also, one must not lose sightof the face thar
GATT, after all, is only a cogin a machine, the hunctioning of which
depends on ocher factors thar lie beyond its control, Whether the new
accard can effecrively restofe some  sense in the multilateral trading
system will depend not ::nl}-'qn how committed the contracring parties
are to the underlying principles of GATT, bur also an how the world
economy s being managed, The GATT system cannot work well if che
global economy is not in good health in the first place.

Ieis, therefore, a test for government not only o guide and pace
the development process in such a manner as to make the people see
tangible gains, bur also to creare and maintain che NECESSaAry CIVINITLn
and mood for change by explaining how the pursuit of this new trade
arder, as embodicd in the GATT, will eventually redound to the good of
the nation at large.

In conclusion, it is the Chamber's considered view thar rrade
liberalization and global competicion will ultimately benefit developing
countries like che Philippines, These realities will force industries o
become more efficient while offering consumers lower prices and higher
quality services, Tt should also be scressed thar liberalized trade policies
are not just about jobs. They are about creating an  armosphere of
openness and freedom thac will enable  developing countries like the
Philippines to find cheir own way peacefully toward greacer prosperity.
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