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Terms of Debate

hen the Philippine governiment sub-
‘; ‘f mitted a Letter of Intent 1o the Inlerna-
tional Monetary Fund early this year,

tha inlemal policy debate was hardly resolved.

The two main schools of thought follow in-
stitutional lines: that of the Central Bank (CB)
and that of the MNational Economic and Develop-
ment Autharity (NEDA). Meither replicates the
preferred development st'rategy of the interna-
fional creditors in its entirety. Neither, however,
approximates a "nationalist” position, evenin the
most casual sense. The nationalist alternative,
in the present conjuncture, remains elther unar-
ticulated or unassembled.

The:MEDA has been maost ariculate in its
advocacy of a policy of high growth. It is a
preferance defined by the populist commitments
of the present political dispensation. The Agquine
governmeant has commitled itself to the creation
of one million jobs a year and dramatically
reduce the unemployment rate by the end of the
current presidency. It is a tough order that is
prone to recklass policymaking.

The NEDA strategy shall invelve exlensive
external borrowing, deficit spending by govern-
ment on economic investments, the deprecia-
tion of the pesa to aliract foreign investments
and boost the export orientation of the economy,
and import [iberalization. It is a stratagy that risks
spiraling inflation and currency speculation
against the peso. The former invites domestic

" unrest, the latter is likely to take its toll on the
volume of domestic investmenis,

Such a strateqy appears too gung-ho to the
international bankers who, as bankers
everywhera usually do, prefer a mote cautious
approach premised on lesser external borrow-
ing, contained inflation and the assurance of the
economy's ability to pay back loans. The inler-
nalional creditors would rather that the govern-
ment raise domestically-generated revenue and
avoid deficit-spending.

Populist as the inspiration for NEDA's high-
growth strategy may be, it could hardly be

described as pro-people. Il is a sirategy  thal

rates on the "cheap wages, more jobs” prin-
cipla. The inflationary impact of high deficits and
a depreciating currency shall tell on the real
values of wages. Consistentwith its strategy, the
NEDA recommendad a minimum wage in-
crease of only eight pesos in the last round of
wage negoliations.
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MEDA's strategy runs against the inherent
protectionism of domestic capitalists. Keyed 1o
export-oriantation and import liberalization, it is
hardly a stralegy conducive fo nationalist in- g
dustrialization and national sconamic seli- P
relianca. p

The Central Bank's preferred policy orienta-
tion reflects the conservative disposition of tha
international bankers, The CB prefers a much
lowar growth rate ta_rggt than the one originally K
projecied by the NEDA. More cautious in its pi
approach, the CBis disposed towards defending s
the Eravail'rng peso-dollar exchange rate. The e
Bank is also reluctant to remove tariff barriers,
and open the whole economy to the influx of 9°
imported goods. The reficent poesture of the
Central Bank is not likely to cause dramalic
improvemant of the employment situation. Bul isf
such a posture shall also restrain inflationary "p
pressures building up in the economy and hold' .4
the line against speculalive attacks on the cur- .

rency. e

The CB's attitude is more hospitable 1o in- M
vastments currently in place. lts anti-inflationary da
bias shall, in the feng run, protect the prevailing ng
real value of wages mare than the NEDA
strategy. Its tendency towards protectionism _ -
shall preserve employment by protecting @
domeslicindustries, On the whole, it is a conser- B4
vative perspective that is not likely to allow us ta *P
catch up with our neighbars, But it is also less ke
prone to economic disaster that high but un- 4,
stable growth invites, ka

There must be a third optien to the ones 92
offered by the NEDA and the Central Bank,
Such an optien has yet to figure in the national
debate.



