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Abstract: This study investigates the effects of regional trade agreements (RTAs) on the export competitiveness of the
Philippines within ASEAN markets. Using panel data and fixed effects regression analysis, the research examines how RTA
participation, along with factors such as tariff rates, non-tariff measures, logistics performance, infrastructure quality, and
digital trade readiness, influence sector-level export performance. The findings reveal that participation in RTAs significantly
enhances export value, but the impact is conditional on domestic competitiveness factors. Specifically, improved logistics,
digital readiness, and infrastructure quality amplify the benefits of RTAs, while high tariffs and non-tariff barriers impede
export growth. Cointegration analysis further confirms that these relationships are stable over the long term. The study
underscores the need for complementary domestic reforms to fully leverage the advantages of regional economic integration
and promote sustainable export growth. The results provide evidence-based insights for policymakers aiming to strengthen
the Philippines’ trade position in ASEAN through strategic investment in trade facilitation and competitiveness-enhancing
measures.
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Introduction

Regional trade agreements (RTAs) are now effective tools for changing economic ties and encouraging greater market
integration between adjacent economies in the age of globalization. The ASEAN Free Trade Area (AFTA), the ASEAN-
China Free Trade Area (ACFTA), and the Regional Comprehensive Economic Partnership (RCEP) are among the RTAs
in which the Philippines is a participating member of the Association of Southeast Asian Nations (ASEAN). These
agreements are intended to lower trade barriers, harmonize standards, and improve regional connectivity. The
competitiveness of Philippine exports has been significantly impacted by these agreements, especially with regard to
market access, cost effectiveness, and involvement in regional value chains.

One important measure of economic resilience is export competitiveness, which is the ability of a nation to consistently
export goods and services that satisfy global demand at competitive prices and quality. However, the benefits of RTAs are
still not evenly distributed across sectors in the Philippines. While exports of electronics and agri-food have seen
noticeable increases in ASEAN markets, other industries are still having difficulty because of inadequate supply chain
connections, ineffective logistics, and a lack of technological adaptation (Garcia & Lopez, 2023)!". In addition, the
Philippines is facing more competition from its ASEAN neighbors, many of whom have enacted more assertive industrial
and trade policies in an effort to take advantage of the opportunities presented by RTAs (Tan & Sevilla, 2022) 2,

This study seeks to examine the effects of regional trade agreements on the competitiveness of Philippine exports within
ASEAN markets. The study attempts to ascertain the degree to which RTAs have improved or limited export
competitiveness by examining trade performance metrics, sectoral case studies, and pre- and post-RTA trade data. The
identification of the structural facilitators and impediments that mediate the efficacy of RTAs in various export industries
will receive special attention.

Knowing the complex effects of regional agreements on Philippine exports is crucial for well-informed policymaking as
ASEAN integration grows and global trade trends change. By providing empirical data and strategic insights to help the
nation optimize the benefits of its trade engagements and fortify its position in regional and international markets, this
study adds to the current conversation.

Literature Review

Regional trade agreements (RTAs) continue to play a pivotal role in shaping the trade dynamics of ASEAN countries,
especially for export-reliant economies like the Philippines. Through initiatives such as the ASEAN Free Trade Area
(AFTA), ASEAN-China Free Trade Area (ACFTA), and the Regional Comprehensive Economic Partnership (RCEP), the
Philippines has gained preferential market access to a large and growing regional consumer base. According to de
Guzman and Ramos B, the reduction in tariffs under AFTA significantly boosted the export volumes of Philippine agri-
based and electronic products, but the benefits remain uneven across sectors. These gains are constrained by domestic
bottlenecks and the complexity of RTA provisions.
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Lim and Bautista I assert that although tariff barriers have been lowered, the country continues to struggle with non-tariff
measures and high internal logistics costs, which diminish the competitive edge of Philippine exporters. Structural
inefficiencies—including outdated ports, limited cold chain networks, and bureaucratic customs processes—remain key
barriers to effective trade performance. Likewise, Soriano and Cheng ) highlight the gap in RTA benefits between large-
scale manufacturers and micro, small, and medium enterprises (MSMEs), noting that the latter are often excluded due to a
lack of capacity and awareness of trade facilitation procedures.

Digital infrastructure has emerged as a critical enabler of export competitiveness under RTAs. Villanueva and Ong [©
observed that Philippine exporters with access to digital platforms and e-commerce networks have been more successful
in integrating into ASEAN value chains. They emphasized the need for greater investment in digital trade ecosystems to
unlock the full benefits of RTAs. Similarly, Torres and Medina ! argue that digital connectivity reduces transaction costs
and enhances transparency, particularly for small exporters that rely on quick market feedback and agile logistics systems.
The onset of the COVID-19 pandemic exposed vulnerabilities in traditional trade frameworks. Mercado and Fabros 7]
found that Philippine exporters suffered significant setbacks due to supply chain disruptions, particularly in labor-
intensive sectors. However, they noted that those with stronger ties to regional markets recovered faster, reinforcing the
value of resilient and diversified trade agreements. In a parallel study, Yulo and Cabrera [°! argued that participation in
RTAs buffered the country against deeper economic contraction by ensuring continued access to essential markets and
inputs.

From a policy standpoint, the effectiveness of RTAs also depends on domestic alignment and institutional capacity. Javier
and Francisco ['% examined the Philippine government’s role in promoting RTA utilization and found a disconnect
between national trade strategies and actual firm-level engagement. Without proper education campaigns, incentives, and
capacity-building programs, the reach of RTAs remains limited. Baluyot and Tan [''l emphasized the importance of
public-private partnerships in enhancing trade readiness, particularly among export cooperatives and regional industries.
Sectoral responses to RTAs also differ markedly. Dela Cruz and Macaraeg ['? reported that the electronics industry has
shown resilience and adaptability, leveraging supply chain integration and technology upgrades to enhance exports. In
contrast, traditional sectors such as garments and handicrafts remain stagnant due to outdated production methods and
limited innovation. This finding aligns with the conclusions of Pascual and Go 3], who advocate for technology-driven
interventions and training programs to enable traditional industries to compete regionally.

Gender and inclusivity in trade participation is an emerging area of focus. Ramos and Uy ¥ explored how female-led
MSMEs in the Philippines engage with regional trade, revealing that gender-sensitive policies and digital platforms
significantly enhance access to RTA-related benefits. They call for integrating gender equity into trade policy design.
Meanwhile, Sabal and Encarnacion 3] argued that educational outreach and language accessibility also matter, especially
for rural-based exporters who are often unaware of their eligibility for preferential tariffs under ASEAN agreements.
Finally, the sustainability dimension of RTAs is gaining traction. Espiritu and Legaspi '] noted that green trade practices
and environmental compliance are becoming critical for long-term competitiveness, especially in markets like Singapore
and Malaysia, which are increasingly regulating imports based on environmental standards.

Collectively, the literature suggests that while RTAs present substantial opportunities to improve Philippine export
competitiveness, the country must undertake parallel reforms in infrastructure, digitalization, MSME capacity-building,
and institutional alignment to fully realize these benefits. A holistic and inclusive approach is essential to ensure that the
advantages of ASEAN trade integration are equitably distributed and sustainable.

The Philippines, a developing member of the Association of Southeast Asian Nations (ASEAN) that has actively
participated in a number of regional trade agreements (RTAs) over the previous 20 years, is the subject of this study. The
Philippines, which has a strategic location in Southeast Asia, is known for its export- and service-driven economy and its
important trading partners in North America, East Asia, and ASEAN. The nation is a pertinent case for analyzing the
impact of RTAs on export competitiveness because of its involvement in RTAs like the Regional Comprehensive
Economic Partnership (RCEP), ASEAN-China Free Trade Area (ACFTA), and ASEAN Free Trade Area (AFTA).

The study makes use of panel data from a variety of industries and time periods, covering important export goods and
trade performance-related economic indicators. The selection of variables was based on their applicability in quantifying
export competitiveness's internal and external aspects. The variables used in the analysis are listed in the following table,
together with the measurement units and related data sources:

Table 1. Summary of Variables Used in the Study

Variables Unit Data Source
Export Value (by sector) USD millions Philippine Statistics Authority (PSA)
Trade Openness Index Ratio (%) World Bank — World Development
Indicators

ASEANStats / World Integrated

. . o
Tariff Rate (average applied) % Trade Solution (WITS)
Non-Tariff Measures (NTMs) Count/Index UNCTAD TRAINS Database
RTA Membership Dummy (e.g., . .

AFTA, RCEP) Binary (1/0) ASEAN Secretariat

Exchange Rate (PHP to USD) Rate Bangko Sentral ng Pilipinas (BSP)
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Logistics Performance Index Score (1-5) World Bank LPI Reports

. Global  Competitiveness  Report
Infrastructure Quality Index Score (1-7) (WEF)
Digital Trade Readiness Index Score (0-1) }FJE dfig?ﬂia];gf:tal and Sustainable
MSME Export Participation Rate % ]()Sg?)rt ment of Trade and Industry

Table 1 provides a comprehensive overview of the variables used in the empirical analysis. These indicators help
assess not only trade performance but also institutional, infrastructural, and policy-related factors affecting the
competitiveness of Philippine exports in ASEAN markets.

Econometric Model Specification:
Econometric Model Specification (Revised):

Baseline fixed-effects model (sector x time):
In(Export _it) = a_i+ y t + Bl RTA it + B2 Tariff it + B3 NTM it + 4 LPI it + B5 Infra it + f6 DigReady it + 7
ER t+ B8 MSME it +¢ it

Where i indexes sector, t indexes year; In(Export_it) = natural log of sectoral export value (USD); o_i = sector
fixed effect; y t = year fixed effect; RTA it = dummy for active RTA coverage; Tariff it = average applied tariff;
NTM it = non-tariff measure index; LPI it = Logistics Performance Index; Infra it = Infrastructure Quality Index;
DigReady it = Digital Trade Readiness Index; ER t = exchange rate (PHP/USD); MSME it = MSME export
participation rate; €_it = error term.

Interaction specification:

In(Export it) = a i + y t + f1 RTA it + B2 DigReady it + B3 (RTA it x DigReady it) + ... + g it
Long-run / cointegration form:

Aln(Export_it) = o(In(Export it-1) — 60X it-1) + Xk AX itk + oi + vyt + uit
Where X it is the vector of regressors, ¢ is the error-correction coefficient, and 8 represents long-run coefficients.

Methodological Justification:
We used a fixed-effects specification to control for unobserved, time-invariant sector characteristics that are likely
correlated with regressors. The Hausman test rejects random effects in favor of fixed effects, supporting this choice.
Alternative approaches were considered: difference-in-differences (DiD) would require a clear treated vs. untreated group
with a credible parallel-trends assumption; dynamic panel GMM (Arellano-Bond / Blundell-Bond) could address
endogeneity and lagged dynamics, but our primary specification focuses on within-sector variation and long-run
relationships. We therefore present FE estimates as the main results, with robustness checks (interaction terms,
cointegration tests, and, where available, short-run ECM) included to address potential biases.

This study utilizes a panel data regression approach to analyze the effects of regional trade agreements (RTAs) on
Philippine export competitiveness in ASEAN markets. The dependent variable in the model is the export value of selected
Philippine sectors, measured in U.S. dollars across different years. The key independent variable is RTA participation,
represented by a dummy variable that indicates whether a specific trade agreement, such as AFTA or RCEP, is in effect
for a given sector and time period.

In addition to RTA participation, the model incorporates several control variables known to influence export performance.
These include the average applied tariff rate, which captures the direct cost of exporting to ASEAN markets; non-tariff
measures (NTMs), which account for regulatory and procedural trade barriers; and the Logistics Performance Index (LPI),
which reflects the efficiency of transport and logistics infrastructure.

Other variables include the Infrastructure Quality Index, which measures the overall quality of physical infrastructure; the
Digital Trade Readiness Index, which assesses the country’s preparedness for digital and e-commerce trade; and the
exchange rate (PHP to USD), which affects the relative price competitiveness of exports.

To account for unobserved sector-specific characteristics that may influence export outcomes, fixed effects are applied in
the panel regression. This allows the model to control for factors that are constant over time within each sector but vary
across sectors, such as industry-specific regulations or structural constraints.

Robustness checks are conducted by introducing interaction terms, such as between RTA participation and digital
readiness, to examine whether the impact of RTAs on exports is conditional on certain enabling factors. The model is
performed using panel data techniques, and the Hausman test is applied to determine whether fixed or random effects are
more appropriate for the dataset.

This model specification enables a comprehensive assessment of how regional trade agreements, along with key
competitiveness indicators, influence the export performance of the Philippines in the context of ASEAN economic
integration.
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Model construction and Productivity-research relationship:

The construction of the econometric model for this study is guided by the theoretical foundations of international trade,
particularly the New Trade Theory and Endogenous Growth Theory, both of which emphasize the role of trade
liberalization, market access, and productivity in driving export performance. The model is designed to empirically
capture the relationship between regional trade agreements (RTAs) and export competitiveness, while accounting for key
structural and institutional variables that affect productivity across sectors.

The model construction began with the identification of critical variables that directly and indirectly influence export
outcomes. Export value was chosen as the dependent variable, representing sector-level export performance over time.
Independent variables were selected based on their relevance to productivity and competitiveness: tariff rates, non-tariff
measures, logistics performance, infrastructure quality, digital trade readiness, and exchange rate dynamics. These
variables influence a firm’s ability to produce competitively priced goods, access markets efficiently, and adapt to
regional trade standards.

In terms of the productivity—research relationship, this study posits that RTAs enhance productivity by promoting
resource efficiency, technology transfer, and economies of scale. Participation in RTAs reduces trade costs and
incentivizes firms to upgrade their production capabilities to meet regional demand. For the Philippines, improved
productivity translates to enhanced export competitiveness, particularly in ASEAN markets where trade preferences and
tariff reductions apply. The inclusion of digital readiness and logistics indices in the model serves to capture productivity-
enhancing infrastructure that enables firms to respond more effectively to trade opportunities.

Moreover, the research builds on empirical studies that link institutional quality and trade facilitation to export
performance, arguing that without supportive policies and efficient infrastructure, the gains from RTAs cannot be fully
realized. By integrating these dimensions into the model, the study establishes a clear relationship between policy-induced
trade integration and sectoral productivity, providing evidence for targeted interventions that enhance competitiveness.
The model is thus constructed to not only test the direct effects of RTAs but also to uncover how underlying productivity
factors mediate this relationship. This approach ensures that the research contributes to a broader understanding of how
trade agreements affect export growth through productivity pathways, aligning with development goals and trade
competitiveness strategies.

To empirically examine the effects of regional trade agreements on Philippine export competitiveness within ASEAN
markets, the study employed a panel data regression model using sectoral export data over a defined time period. The
process involved several key econometric techniques, including fixed effects, cointegration analysis, and significance
testing through F- and t-statistics.

Fixed effects regression was used to control for unobserved heterogeneity across sectors, capturing time-invariant
characteristics that could influence export performance. Prior to the Hausman test confirmed the appropriateness of the
fixed effects model over the random effects alternative, indicating correlation between individual effects and the
regressors.

To test for long-run equilibrium relationships among the variables, a panel cointegration test (e.g., Pedroni or Kao test)
was conducted. The results confirmed the existence of cointegration between regional trade agreement participation and
key competitiveness indicators, implying a stable long-term relationship between these factors and export performance.
The F-statistics and T-statistics presented in Table 2 indicate the joint and individual significance of the explanatory
variables, respectively. Variables such as RTA participation, digital readiness, and logistics performance exhibited
statistically significant positive relationships with export values. Meanwhile, high tariff rates and non-tariff measures
showed negative and significant impacts, as expected.

Table 2. Results for Key Variables

Variable F-Statistic T-Statistic Cointegration

RTA Participation 11.24 3 45k Yes
(dummy)
Tariff Rate 9.87 -2.98%* Yes
Non-Tariff Measures 7.53 -2.44%* Yes
Logistics Performance 12.61 380 kkk Yes
Index
Infrastructure Quality 6.18 231% 3
Index
Digital Trade Readiness

- 3.10%** -
Index
Exchange Rate (PHP to %
USD) 8.45 -1.95 Yes
MSME Export B " B
Participation 2.02
Trade Openness Index 10.33 3.12%* Yes
Constant 5.99 1.88 —

*Note: ***p <0.01; **p <0.05; p < 0.10
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Table 2 summarizes the results. The significance levels indicate robust support for the hypothesis that participation in
regional trade agreements, supported by enhanced logistics, digital readiness, and infrastructure, positively impacts
Philippine export competitiveness. The presence of cointegration confirms that these relationships hold in the long run,
suggesting that sustained policy engagement in RTAs can yield lasting benefits for export growth

Results and Discussion

This section presents the empirical findings of the study based on the panel data regression analysis assessing the impact
of regional trade agreements (RTAs) on Philippine export competitiveness in ASEAN markets. The results validate the
hypothesis that RTA participation positively influences export performance, particularly when complemented by enabling
factors such as infrastructure quality, logistics efficiency, and digital trade readiness.

The fixed effects regression model reveals that participation in RTAs such as AFTA and RCEP has a statistically
significant and positive effect on sectoral export values. The coefficient for the RTA participation variable is 0.153 (p <
0.01), indicating that sectors under an active RTA export approximately 15.3% more, on average, than sectors not covered
by such agreements, holding other factors constant.

Tariff rates show a negative and significant relationship with exports. The coefficient of -0.042 (p < 0.05) implies that a
1% increase in average applied tariffs leads to a 4.2% decline in export value. Similarly, non-tariff measures (NTMs),
measured as an index, negatively impact exports, with a coefficient of -0.065 (p < 0.10).

Among the competitiveness-related variables, the Logistics Performance Index (LPI) has a positive and significant effect
on exports (0.210, p < 0.01), underscoring the importance of efficient transport and customs services. Digital Trade
Readiness also emerges as a strong predictor of export success (0.188, p < 0.05), highlighting the role of digital
infrastructure in enabling trade. The exchange rate variable (PHP to USD) carries a negative sign (-0.031, p < 0.10),
reflecting reduced competitiveness of exports when the local currency appreciates.

These results suggest that export performance is not solely determined by trade agreements, but also by the country’s
internal capacity to meet the demands of regional markets. Sectors with better access to logistics, digital tools, and
infrastructure benefit more from RTA participation. Conversely, barriers such as high tariffs and NTMs continue to
impede the full realization of RTA benefits.

Table 3. Results of Fixed Effects Panel Regression

Variable Coefficient T-Statistic Significance
RTA Participation 0.153 3.45 k%
(dummy)
Tariff Rate (%) -0.042 -2.98 ok
Non-Tariff Measures -0.065 212 *
(Index)
Logistics Performance 0.210 380 Sk
Index
Infrastructure Quality 0115 231 %
Index
Digital Trade Readiness 0188 310 .
Index
Exchange Rate (PHP to *
USD) -0.031 -1.95
MSME Export *
Participation (%) 0.072 202
Trade Openness Index 0.146 3.12 *k
Constant 0.985 1.88

*Note: ***p < 0.01; **p <0.05; p < 0.10

The empirical findings of this study underscore the multifaceted nature of export competitiveness in the context of
regional trade agreements (RTAs) and provide compelling evidence of the Philippines' evolving role in ASEAN markets.
The statistically significant positive impact of RTA participation on export performance confirms that RTAs, such as
AFTA and RCEP, serve as effective instruments for market expansion and export growth. This finding aligns with
theoretical expectations from New Trade Theory, which posits that trade liberalization through RTAs increases market
access, stimulates economies of scale, and promotes competition, all of which contribute to improved productivity and
export output.

However, the magnitude and direction of the impact of other variables reveal that participation in RTAs alone is not
sufficient to guarantee export success. The negative coefficients for tariff rates and non-tariff measures (NTMs) suggest
that residual trade barriers continue to hinder the Philippines’ full integration into ASEAN markets. While RTAs have
nominally lowered tariffs, procedural and regulatory complexities—including burdensome customs documentation,
product standards, and sanitary measures—still function as non-tariff obstacles. These findings reinforce the argument
that deep integration, which addresses behind-the-border issues, is necessary to maximize the benefits of RTAs.
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Moreover, the strong positive influence of the Logistics Performance Index (LPI) and Infrastructure Quality Index
indicates that physical and institutional trade infrastructure is a critical determinant of export competitiveness. In
particular, efficient logistics systems facilitate faster and more reliable trade flows, reduce delivery costs, and improve
responsiveness to market demand. These findings point to the uneven quality of trade infrastructure across Philippine
regions, which has historically disadvantaged exporters from rural and underdeveloped areas. Policymakers should,
therefore, prioritize investments in ports, transportation networks, and customs modernization to bridge this gap.

The positive and significant impact of the Digital Trade Readiness Index introduces an increasingly important dimension
of trade competitiveness: digitalization. As ASEAN markets become more integrated digitally, especially through e-
commerce and digital services, the ability to participate in online trade platforms, utilize digital payment systems, and
ensure cybersecurity becomes a source of competitive advantage. The study’s findings suggest that sectors and firms with
higher digital readiness were more capable of responding to RTA opportunities, especially during the COVID-19
pandemic, when traditional supply chains were disrupted. This highlights the need for policy-driven digital transformation,
particularly for MSMEs that lack access to digital tools and training.

The negative relationship between the exchange rate (PHP to USD) and export value, while expected, also signals
potential macroeconomic risks to export competitiveness. An appreciating Philippine peso may erode the price advantage
of local goods in ASEAN markets, particularly when competing with countries like Vietnam or Indonesia, which maintain
more competitive exchange rates. Thus, exchange rate management, in tandem with productivity improvements, is crucial
for maintaining competitiveness.

The positive coefficient for MSME export participation further emphasizes the role of inclusive trade strategies. While
MSMEs remain underrepresented in Philippine exports, their increased involvement contributes positively to sectoral
export growth. However, MSMEs often face higher trade costs, limited access to finance, and insufficient knowledge of
RTA provisions. Tailored capacity-building programs, export financing schemes, and simplified trade procedures for
MSMEs could significantly enhance their competitiveness in ASEAN markets.

Lastly, the long-run cointegration among RTA participation, competitiveness variables, and exports suggests that the
benefits of trade agreements accrue over time, contingent on consistent policy support and institutional reforms. Short-
term fluctuations in export performance may arise from external shocks or domestic constraints, but the long-term
trajectory is positive when trade liberalization is coupled with investments in competitiveness-enabling factors.

In conclusion, this study contributes to the growing body of literature that emphasizes the conditional nature of trade
agreement benefits. While RTAs provide a necessary framework for market access, their effectiveness is mediated by
domestic policies, infrastructure quality, digital capability, and institutional efficiency. For the Philippines to enhance its
export competitiveness and fully leverage ASEAN integration, a holistic strategy that addresses structural bottlenecks,
empowers MSMEs, and invests in digital and physical trade infrastructure is imperative. This approach will ensure that
RTAs translate into inclusive, sustainable, and long-term export growth.
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