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PART 1

POLICIES AND GENERAL ASPECTS

The machine tool industry in tpe Philippinaa is, compared to other
industries, relatively g ney one. There are ahout 1,500 metal working

a1l of thege machine tools have been imported since domestic production ig
minimal, Exports are negligible,

shapers, €rinders, power Presses, otc, These are uged by industria) firms for

of metal productg or parts,

One domestjc Company has been registred with the government for the
Manufacture of lathes, Thig Company will produce 400 mm X 1,000 mm engine
lathes with & volume of 106 units in the first year of operation, increasing to
1,900 unitsg in the tenth Year, The lathes Will be manufactured undep a

he manufactured op procured locally,

Another 1oca) Company, whoee application fop regisiration hgg been Approved
will manufacture lathes ang shapers, The lathes to pe produced wj1] have
wings ranging from 305 to 457 mm and with 1,219 to 1.329 mm beds, The shapers
to be manufactureq will have ran 8trokes of from 406 to 160 Mme This firm
will produce 240 lathes ang 96 shapers in the fipst Year of operatjon and it
expects to turn oyt 1,320 lathes and 31p shapers by the tenth year, On the
Average, domestic valye added on lathe manufacturing is apoyt 50%; that on
shaper manufacturing, 708,

like the first company tentioned, thig firm wil) utilige Components
Produced by othep domestic companies,
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A third company proposes to manufacture drill presses of various capacities
to complement its other product lines, It will produce 76 units in the first
year, increasing to 1,000 unite in the fifth year of operation.,

A fourth domecstic company will have a joint venture with a foreign firm
for the manufacture of lathes and vertical milling machines, Dxpected to be
operational Ly the middle of 1975, approximately 50F. of its production will
be for export.

The bulk of the country's machine too)l requirements, particularly those
for special purposes lilke gear making, will have to be imported. The types
of machine tools to be locally manufactured will meet only a portion of the
domestic demand and therefore a substentiial volume of ge:.2ral-purpose machine
tools will still have to come from foreign sources,

There are a number of domestic companies with forging facilities,
Recently, a well-known foreign firm has been registered with the Government
for the manufacture of closed impression die steel forgings. To be established
primarily to serve the forging needs of various automotive component manu-
facturers, the forging plant will likewise serve the recuirements of other
industries,

There are no facilities for the manufacture of ball and roller bearings.
Thinwall automotive type engine baarings are, however, produced domestically
on a commeroial scale, Numerous jobbing shops are engaged in the rebabbitting
or repair of journal bearings.

There are two firms manufacturing electric motors, One manufactures
motors ranging from 1/3 to 30 hp, while the other is concentrating on general-
purpose notors with hp ratings of from 1/3 to 3.

One domertic company turne out hand tools such as wrenches, spanners,
pliers and screw drivers, while another produces metalworking files,

With the implementation of the country"s Progressive Car Manufacturing
Programme, component manufacturing has been given a big boost so that many
who were engaged in mere jobbing work are now manufacturing components on
& larger scale.

There are prosently about 150 firms casting metals locally. Theme
foundries are dispersed throughout ithe whole archipelago with an overwhelming
conoemtration in the Greater Nanila Area, where roughly 75% of the foundries
are located, About 20 firms control 75% of the total foundry output. The
other 29€ of the total production is distributed among 121 firms. The




remaining nine are technical schools and Government agencies with minimal
foundry operations, Most of the foundries are basically jobbers,

The manufacture of machine tools, specicnlly lathes, shapers, and.
drill presses, is included in the Qovernmenti's Investiment Priorities Plan
under "pioneer status".

The incentives available to "pioncer" indusiries are the following:

1. Tax exemption on imported capiatal equipment
2, Tax credit on domesiic capital equipment
3., ‘Tax oredit for witholding tax on interost

4. Bxomption from all taxes under the Philippines' Internal Revenue
Code (except income tax) on a gradually diminishing peroentage

5, Deduction from taxable income of orgenizational and preoperational
expenses

6. Deduction for expansion reinvestment

7. Deducticn of labor training expenscs

8. Acceleratod depreciation

9., Net operating loss carry-over

10. Post-operative tariff protaection

11, Anti-dumping protection

12, Bmployment of foreign nationals

13. Proteotion from Government competition

14. Priority in thoe allocation of foreign exchange

2. Eytornal Tochpical Assistance in the Development of the Machine Tool

81 n the Country

The firsi local rompany mentioned hae a licensing agreement with Hindustan
Machine Toole Ltd., of India. HMT will make available to the local firm
doouments, drewings, information and its tcchniocal expertise. Also included
in the agreement is thc training of the locel company's personnel in India.

The lathe and shaper project is a joint venture betwoen the second
domestic firm previously mentioned and Ta Shing Machine Works Lid. of Teiwan,
in which the local firm w.ll contridute 60f of the eruity and Te Shing the
balance.
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. Co-operatien and Techioa] Apeistance Nesdedl/

Initially, arrangemenis can be made on & regional co-operation basis for
an exchange of study teams in the machine tool industry. Thesc arrangements
; can be expanded later for the training of personnel from less-developed
oountries in machine tool factories, preferably the newly established ones, of
better developed oountries, Workers would then gain well rounded experience in
problems encountered in setting up and operating machine tool plants.

N
)/ Detaile of the technical assistence required by the Philippines frem UNIDO

will fellew,
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PART II

_TECINICAL ASPECTS

1, gbioms in the Development and Utili tion of Machine Tools

As the machine tool industry in the Philippines has only seen its origin
in recent years, it has not had much experience to fall back on. The founding
of this industry, thorefore, relies much on foreign technological collaboration
in terms of designs and manufacturing technicues,

Through this seti-up, time is gained in learning what is cssential to the
industry, Adaptation to local conditions can be possible only if the industry
is already oxisting. The latter is & pre-requisite to the former,.

In thie case it shall depend on oo-operation and adaptability of both
the foreign and host company.

A8 local manpower skills are geared to piecemeal production, reform in
this light is neocessary in order to achiove proper utilisation of factors of
produotivity, Cultural and social studies should also be made so that
adaptation difficulties are minimiged for the foreign company. Time is often

lost due to cultural and language differences.

Basically, the developmont of business organigzation, quality oontrol

and testing tochnioues as such will take the

pattorn of the foreign company's
usual standards, modified and

adoptod to suit the host company's requirements,

The under utilization of existing machinery is the cause of the delay of t
the machine tool industry's implementation,
namely, propor tooling and meintenance
existing machinery is, needleses to say,
knowledge on the part
all about,

This is due to many reasons -
for one is neglocted or not appreciated
cudated, and the lack of comprohensive
of the capitalist on what the machine tool industry is

2, or Int ction iocal Control

the Cowptry.

The introduction of numerically controllad maohine too
of recent innovation in the Philippinos,
balanoed against productivity alongside 1
maintenance and service, the idea hus

1s and concepts is
Howcver, as ocapital outlay is often
ov cost of labor, reliadility in

not caught on overvhelmingly, A few
oompanies are at tho trial stage with their NC machines at present - we will

have much to learn from them, Maintonance perconnel treining, we understand,

is rather diffioult and high\ initial capital eruipment make moet entreprencurs
hesitate to invest on them,




Country _PHILIPPINES
SIATUS OF MACHINE TOOLS

|Machine Tools®

Years. Number of Machine Number of Machine Number of Machine Stock of Demand

—Scols woduced . __Scolsimported . _teols exported . Mashinelools ..

1970 - 7,956 - - -
1978 1,400 10,400 90 190

1988 7,220 18,600 | 490 @0

. * Y

A _Milling Machine Tools

1970 - %0 - -

1978 - 7% - -

1988 400 1,100 200 80
L._Dxilling Machine Toals

l"o - .pm - -

1978 000 2,50 R 100

1908 1,000 3,000 l. 30

C. lathas

1970 - 3,300 - -

1978 150 3,000 20 »

1908 3,900 5,000 130 L
D._Cxinding Machise Toals |

l'” - “ - -

1078 189 () 20 9

1908 . . ® ®

R. Xaases

‘m m “ - [

1978 % 12 10 "

1908 " 1,900 ” ®

1 - ‘,“ - -

1078 90 3,800 20 9

1908 1,000 3,700 200 A 0

*The torm mochine tosls inciudos motel cutiing, Mol ferming, physie-chomisal
procsssing . ond sthere,
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