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About the Philippines

e |Location: Southeast Asia

e Archipelago with 3 major islands —
Luzon, Visayas and Mindanao — but
is actually composed of 7,641
islands

e Land Area: 300,000km?
e Population: 106.7 million (2018)




Definition of Terms

Preferential Trade Agreement (PTA)

e An international treaty with restrictive
membership and including any articles that (i)
apply only to its members, and (ii) aim to secure
or increase their respective market access

Most Favored Nation (MFN) Tariff

e Tariff that countries promise to impose on
imports from other members of the WTO, unless
the country is part of a PTA




Background of the Study

e The Philippine government has
identified trade liberalization through
PTAs as a strategic trade policy to
facilitate trade and expand its export
market. 3

e The Philippine currently has 10 PTAs. [js i

LR A T S Global System of Trade Preferences
among developing countries

e There are limited empirical studies Welcome!
on the effects of PTAs on Philippine |te GSTP&G®

export performance. PR TA
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Philippine Export Performance

Figure 1. Philippine Exports to ASEAN, 1980-2018 (in USD Million)
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Philippine Export Performance

Figure 2. Philippine Exports to ASEAN+6, 1980-2018 (in USD Million)
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Research Questions

machinery and
transport equipment

1.Do PTAs contribute to the
expansion of Philippine
manufacturing exports?

2.How do the different
manufacturing sub-sectors
respond to PTAs?
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Model Specification YiE;
Xij = G6G—
Dij
Gravity Model
e From Newton’s Law of Universal o
Gravitation e T~
e Bilateral trade flow between two USD330 B USD5 T
countries can be estimated based on
the size of their economies and their ",
distance from each other 200m
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Model Specification

Exp; = By + B4PTA; + B,GSP; + B3InGDP; + B,InGDPPC;, + B:InDIST; + BsControls; + u; + v; + &,

e Dependent variable:
Exp;, refers to the four dependent variables, i.e., total manufacturing exports, total
electronics exports, total machinery and transport equipment exports, and total food
exports to country j at time t.
* |Independent variables:
e Preferential trade agreements (PTA)
e Generalized System of Preferences (GSP)
e Gross Domestic Product (GDP)
e GDP per capita
e Distance

e Controls — common official language, common colonial link, being
landlocked of either partner country

* u,+v;— fixed effects for multilateral resistance terms (MRTs)
* g, —errorterm




Estimation Method

Poisson Pseudo Maximum Likelihood (PPML)

e Consistent in the presence of
heteroscedasticity and fixed effects, as
theory-consistent gravity models require
exporter- and importer-fixed effects

40

34

3n

e |ncludes observations where the value is
zero, as is common in international trade,
whereas zero values are automatically
dropped in the OLS model since the
logarithm of zero is not defined

Fitted values
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Effects of PTAs on Manufacturing Exports

e AFTA, JPEPA and AKFTA boost Philippine
manufacturing exports.

AFTA AKFTA




Effects of PTAs on Manufacturing Exports

e AANZFTA reduces Philippine e ACFTA and AIFTA both have insignificant
manufacturing exports. effects on Philippine manufacturing
exports.

AANZFTA

ACFTA




Key Findings for Specific Sectors
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Key Findings for Specific Sectors

Machinery and Transport Equipment

AFTA

AANZFTA
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Key Findings for Specific Sectors
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Other Findings

e JPEPA’s positive and significant
effect on total manufacturing
exports is driven by sectors other
than electronics, machinery and
transport equipment and food.

e PTA effects are significantly lower
with partner countries that have

higher levels of development. [P Dpeveloped countries

Developing countries







Conclusion

e Philippine PTAs, particularly AFTA, JPEPA and
AKFTA, expand Philippine manufacturing exports,
which may be attributed to the fact that ASEAN
and Japan are the biggest markets of
manufacturing exports from the Philippines.

e PTAs have varying impacts on the different
manufacturing sub-sectors in the Philippines.

e The positive PTA effects on total manufacturing
exports and exports of the three subsectors are
partly dependent on whether the PTA partneris a
major trade partner to start with, taking into
account the coverage, margins of preference and
PTA utilization rates.




Policy Implication

e |tisimportant to consider the volume of exports
currently going to potential PTA partners as one
of the major factors in pursuing future trade
agreements with them.

e The current manufacturing export structure of
the Philippines should be complementary to that

of the potential PTA partners.
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