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“The formulation of fiscal policy lies at the dead center of
democratic government.” -- E. Pendleton Herring, 1938

s the Philippines moves towards the end ol the second
millennim and enters s thicd thousand years, itis
heset with debates on how it must deal with (he

challenges and opportunites emerging on a global, as well as
national scale,

Challenges have been raised, calling [or the rethinking
and reinvention of many dearly held beliefs about sociery,
particularly on the stare and the cconomy. Issues centering on
public finance have been contentious and difficult. Related
issues of monetary policy have been equally challenging.

The year 199 was particularly diffienlt, with debates
focusing on the oil levy, new axes, including the expanded
Value Added Tax (EVAT), and the 1995 budget, in addition 1o
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the running debate on the country's foreign and domestic
iebt

Wi are now halfway through 1995, Public finance issues
are once more emerging, what with new taxes, as well as oil
price increases, looming in the horizon. The forthcoming
legislative debates on the 1996 budget promise vigorous
disagrecments on revenue and expenditure priorities. In the
meantime, the foreign debt issue is now more ol a fiscal crisis
than a foreign exchange dilemma.

Fiscal and Monetary Policies: A Clarification

While the phrase fiscal and monetary policy” is commonly
nsed as asingle concept, it actually refers to different aspects ol
ceonomic policy which have different but related impacts.

Public finance refers o the income and outgo of
govermunents in the pursuit of national objectives. It involves
the inllow of financial resources in the form of axes and other
revenue, and the outflow of such resources in the form of
expenditure to Onance goods and services,

The public finance eycle involves five processes: (1) the
formulation of fiscal policy; (2) the generation of revenue from
taxation and other sources; (3) the expenditure of funds
through the national budget; (4) public borrowing; and (5)
accountability. It is recognized that these processes have effects
on the economy which can either constrain or accelerate
development.

In this paper, fiscal policy is understood to mean the mix
of policies on taxation and other revenue, expenditure, aned
horrowing, which is intended to promote the stabilization anc
development of the economy.

The national budget embodies the development goals of
the country. It explains how these goals can be atained through
revenue raising, spending, and borrowing activities of the
government. The natonal budget specifies the sources of
revenne, including tax and non-tax revenues, as well as the
proposed expenditure for government programs and projects.
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The budget likewise indicates the level of borrowing which is
expected to close the gap between revenues and expenditure.
Thus, the budget articulates, in a very real sense, the fiscal
policies of a country like the Philippines.

On the other hand, monetary policy is generally
understood to be that which influences the level of money
supply in the economy, again for the attainment of economic
and development objectives.

While fiscal and monetary policies are different from each
other, they are closelyinterrelated and need to be coordinated.
This means that the attainment of fiscal policy goals can be
wiped out by monetary policy effects and vice versa.

Fiscal Policy as Constraint

If there is any policy area which is dominated by orthodox
theories, it would be that of fiscal policy. Much rethinking is
necessary on government policies relating to taxes and revenue,
expenditure, and borrowing.

Since the 1950s, fiscal and monetary policies have been
crafted in response to requirements of stabilization, and
subsequently, in accordance with the structural adjustment
programs (SAPs) negotiated with the International Monetary
Fund (IMF). Another major influence on fiscal policy is
Presidential Decree No. 1177 (PD 1177) which prescribes the
budget process and provides for the automatic appropriation
of, among other things, the debt service. This decree, which
was promulgated by the late President Ferdinand E. Marcos
during his autocratic regime, continues to dictate fiscal processes
even under the present democratic system.

Fiscal policies premised on these two major influences are
the core objects of the continuing opposition being waged by
the Freedom from Debt Coalition (FDC).

Is the debt crisis over?
The matter of debt, both domestic and external, and its
management is a major arena of debate not only in the

Philippines, but also across the globe.
a8
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“ITlhe ratios do not
show the massive
human and financial
costs involved in
attaining the favorable
numbers....[E]lconomic
and social
development services
are sacrificed for debts,
a good amount of
which have been

The government claims that
the debt crisis is already over for
the Philippines. Economisis,
however, are carcful to noie that
while it may be true that debtas a
foreign exchange problem is
becoming manageable, debt as a
critical part of a fiscal crisis is lar
from resolved. The debt issue
remains a fiscal policy problem, in
view of the fact that debt payments
continue to be a terrible burden

an the budget.

The government cites the

shown to be fraudulent
and non-productive.”

following as indicators that the
country’s debt no longer poses a
preblem: (1) total debt stock as a
percentage of the Gross National
Product (GNP} and as a percentage of exports has been
reduced; (2) the share of concessional debt to total debt stock
has increased; and (3) foreign exchange reserves have reached
a comfortable level.

The abovementioned indicators are the standard measures
normally utilized by institutional lenders, particularly the IMF,
in assessing foreign debi. If the numbers are favorable, it is
assumed that debtis nolonger a problem. This is the orthodox
view. However, this favorable picture does not reveal the
festering sore underneath the seemingly healthy sheen of debt
management: the fiscal crisis.

Firstly, the ratios do not show the massive human and
financial costs invelved in attaining the favorable numbers.
United Nations organizations like UNDP and TNICEF, as well
as independent economists, have lonyg pointed out that the
human cost of paying the debt in full is too high. This is because
economic and social development services are sacrificed for
debts, a good amount of which have been shown to be
fraudulent and non-productive.
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Secondly, the process of paying the foreign debt in full has
put pressure on the domestic debt which has ballooned 1o
unmanageable proportions. Heavy domestic borrowing is
resorted to in order to purchase dollars to service the foreign
debt. At present, debt service continues to wreak havoc on the
budget and throw development objectives into disarray. Fyven
as the governmment claims that the debt crisis is over, at least 30
percent of the budget is still allocated for debt service. This
explainsg why debt service is presently considered as more of a
fiscal crisis than a foreign exchange problem. We may have
enough dollars 10 pay the debr, thanks o remittances from
overseas contract workers and heavy domestic borrowing; but
we have a budget with an unmanageable debi service
component which competes with and marginalizes urgent
development needs.

Thanks to PD 1177, there 1s no rein either on borrowing
or on the debtservice. The estimates for debt service payments
provided for in the budget are always exceeded. In 1993 for
example, programmed debt service was pegged at P120.426
billion. This was debated biuerly in
Congress. Actual debt service was
260 percent higher at P313.749
billion. And this is only for one

“At present, debt

year!

In addition to the tremendous
burden the debt service mposes
on the budget, another clear
indication of the continuing debt
crisis is the fact that negative net
resource transfers continue to be a
problem. This means that
remittances to creditors sull exceed
new loans or inflows from them to
us, From 1986 10 1994, net negative
transfers mmount to -$41.21 billion,
thatis, we have paid out to creditors
some $31 billion more than we have
recewved in new loans.

service continues to
wreak havoc on the
budget and throw
development
objectives into
disarray. Even as the
government claims that
the debt crisis is over,
al least 30 percent of
the budget is still
allocated for debt
service.”

1
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Finally, the persistence of the
“IHlow was the 1994 debt crisis is also seen when we
’SUI’p'llS’ attained? This consider the country’s debi to

g Japan. International financial
was achieved through = ° : .
newspapers have been making

large scale much out of the fact that the
underspending for continuing strength of the yen vis-
infrastructure and social ¥ the 1S dollar has the effect of
services....[And] pounding Asian debt to Japan with

1 impunily.

underspending for prbs
infrastructure and social Right now, Japan is our
g caniiiot bie number one bilateral creditor.
A ]_" Nearly 70 percent of the total
sustained by a country  official debt of the country is owed
with ambitious to Japan, Philippine debt to Japan
development targets like Is growing rapidly not so much
because of new loans, | ALSE
the Phl|lpplﬂ&5." JECANSE uilxlr"w loans, bul because

of revaluation.

As a summary of the issues on
debt policy, the following observations are made:

1. the honorable debtor policy may have resulied in
flattering debt ratios, but the costs to development are very
high;

2. the prevailing debt policy has resulted in a fiscal crisis,
with debt service continning 1o he a major drain on the budget,

thereby crowding ont expenditure for economic and social
development;

8, negative resource translers continue upabated; and,

4. debt 1o Japan is uncontrolled and should pose serious
problems unless measures are undertaken o reduce it

What budget surplus?

The notion of a balanced budget, Le, with surpluses an
not deficits, is standard in orthodox theories regarding the
budget, If the budget of a developing country is balanced or
reflects a surplus, thisis considered avery good thing. However,

12
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attaining a surplus for its own sake is not necessarily a good
prescription’ for a country raring to march to the third
millennium. The process of attaining a surplus can entail high
human and development costs.

To illustrate, the government claims thatin 1994, asurplus
of P12.4 billion was attained. This claim was considered worthy
of front page newspaper coverage and praise from columnists
and TV commentators. The claim has been repeated so often
that many assimed it to be correct.

In a Senate hearing on the debtservice for 1994, the FDC
pointed outthat the claimed surplusis a mirage. The purported
surplus did not reflect the debt service payments for Central
Bank (CB) liabilities which were assumed by the national
government, The expenditure was treated as an “ofi-budget’
item. If these payments amounting to P21.3 hillion were
considered as a budget item, a deficit of PY billion would have
been incurred, instead of the much touted surplus. (FDC
Memorandum to the Chairman, Senate sub-committee on the
D¢l Service, 1994)

A similar observation was made by Dr. Benjamin Diokno
of the 11.P. School of Economics, the former Undersecretary of
the Department of Budget and Management (DBM). He
described the sitnation as “failure masquerading as success.”
(Dickno, 1995)

Putting the debt service payments for CB liabilities aside,
how was the 1994 ‘surplus’ anained? This was achieved through
large scale underspending for infrastructure and social services.
At the same time, there was significant undercollection of
taxes.(Diokno, 1995; De Dios, 1995) We, therefore, have a
situation where a ‘successful’ fiscal policy, L&, the attainment
of a surplus, was achieved at high development costs.

Underspending for infrastructure and social services
cannot be sustained by a country with ambitious development
targets like the Philippines. The claimed budget surplus was
achieved at the expense of low public investment expenditure.
The ratio of public investment to GNP for the Philippines is 4.5
pereent, as compared to the NICs” 85 percent. [t was estimated

13
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that in order to attain the NIC level, public investments would
have 1o reach P40 billion for 1994 alone. (FDXC Discussion
Paper on Governiment Fiscal Policy, 1995) True, an accounting
surplus was attained, but targets for public investment were
not; e, cconomie and social development objectives were
negatively affected.

Budget priorities and the budget process

T'he real priorities of the government are declared not so
much in rousing political speeches as in the national budget.
The Philippines is already rushing towards the end of the
millennium, and yet, its budget priorities are still dictated by PD
1177,

Debtservice remains the number one priority item in the
budget, consistently exceeding allocations for economic and
social services since 1983,

While expenditure for social services have been risin o, the
social allocation ratio, fLe., the share of the social services sector
in the national lmrlgt:t, of 30.]1 percent in 1993 is sill low
compared to the UNDP target of 40 percent and to the ratio of
many Asian countries. Accomplishments in the area of health
services are understandably a source of pride and satisfaction
for the government, Nevertheless, the per capita general
govermmenlt expenditure of $7.22 for health services, as of
1993, is still much lesser than the $12.61 estimated by the
World Bank to cover a minimum package of basic health
interventions as of the same year. (Manasan and Llanto, 1994)

Government has recognized that there will be losers and
winners with its entry into the World Trade Organization
(WTO), GATT was ratified by the Senate on the assurance that
P32 billian will be spent for GATT-related safety nets for those
who will he negatively allected. Inreality, only P2 billion of the
total are new expenditure (Montemayor, 1995). Most of the so-
called safety nets are either continuing projects or existing
appropriations,

In fact, Senator Gloria Macapagal-Arrovo conceded that
the sources for GAT' T-related spending are ‘soft,’ while Senator

14
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Raul Roco, for his part, admitted that there has been double
counting in the identification of sources for this munificent
P32 billion fund. He also stated that the Countrywide
Development Fund (CDF) of the legislalors were counted as
part of the funding for GAT'T safety nets,

Thus, we have a situation where economic and social
expenditure are not given priority attention. Safety nets for
sectors negatively affected by the GATT remain at the level of
rhetoric, not finding much concrete expression in the budget.

Policies on tax and non-tax revenues

Government hag two major sources of revenues: tax and
non-tax. Taxes are generally classified into direct and indirect
taxes, Direct taxes are based on income, wealth, and property,
as exemplified by income and property taxes, Sales and excise
taxes are the bestknown examples of indirect taxes, Non-tax
revenues inchude grants, user charges, income from government
owned and controlled corporations (GOCCs), and proceeds
from privatization. At present, privatization proceeds form the
bulk of non-tax revenes.

As in the case of the budget and the debt, things on the
revenue [ront are not necessarily
what they seem., Much has been

said about the fact that revenues of
the government have been
increasing. What is generally
unnoticed, however, is that
targeted tax revenues have not
been actually auained. Reports
from the Bureau of Treasury
indicate a shortfall of P1.58 hillion
for 1994. (Business Weorld, 14
February 1995) What accounis for
the impressive increase in revenues
is not taxes but non-tax revenues
from privatization. While the tax
effort in 1994 improved by only
2.6 percent in nominal terms, the

“The real priorities of
the government are
declared not so much
in rousing political
speeches as in the
national budget. The
Philippines is already
rushing towards the
end of the millennium,
and yet, its budget
priorities are still
dictated by PD 1177.”

15
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increase in proceeds from
“Oine aspect of tax privatization comprised 53.8

leiC}’ which needs percent of the total revenues

rethinking in a huriv is cenerated from new measures
& Ty implemented by the government,

the traditional (FDC Discussion paper on
dependence on Government Fiscal Policy, 1995)

indirect taxes as the .
As a policy, dependence on

main source of tax revemrues from privatization is
revenues. As of 1994, definitely not sustainable. The
indirect taxes account privatization program is winding
for 65.6 percent of up; once the government runs out

I"asses o sell, revennes [rom thi
total taxes collected, B Lt e b
i source will subsequently dry up.
with 34.4 percenl

raised from direct Let us now take a closer look
atthe govermiment’s tax policy, One
aspect of tax policy which needs
rethinking in a hurry is the
traditional dependence on indirect
taxes as the main souree of tax revenues. As of 1994, indirect
taxes account for 65.6 percent of total taxes collected, with 34.4
percent raised [rom direct taxes. (Business World, 1995) The
issue raised here is that of equity. It is a policy which has been
in [oree since the Marcos years, and even earlier; nevertheless,
the governmentappears unable to enforce a progressive system
of taxation, despite all the moving speeches about equity,
Justice, and democracy. No matier how attractive the
government packages it, a regressive system of taxation will
never gain popular support and conmunitment.

faxes.”

Tiger economies idolized by our policymakers all have
progressive systems ol taxation. The rend in these countries to
merease revenue fromindirect taxes is based on the framework
of a tax system which is already progressive. In the case of the
Philippines, a VAT and EVAT system is being imposed on a tax
system which is already dominated by indirect taxes, thus
enhancing the regressiveness of the system.

16
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Monetary Policy as Constraint

Like fiscal policy, monetary policy is failored to the
orthodox requirements of the IMF. Under stabilization
programs and SAPs inked with the IMF, money supply is
zealously monitored. The rate of inflation is continuously
watched. Deviations from money supply targets are considered
major sins. The constant fear is that if money su pply is not
rigidly controlled, inflation might spiral.

The rigid imposition of monetary ceilings or limits on
money supply exacts an upward pressure on interest rates, As a
resull, productive investments contract, thereby hampering
development and growth in the process.

Recent studies show that the correlation between high
money supply and high inflation does not exist. In 1992, when
money supply was restricted to 11 percent growth, inflation was
high at 8.9 percent, On the other hand, when money supply

was allowed to grow by 24.6 percent
in 1993, inflation was only 7.6
percent.

Rethinking Fiscal
and Monetary Policies:
Challenges to the Government

The government incessantly
reminds Filipinos to rise to the
challenges of the year 2000 and
beyond. Yet, its orthodox fiscal and
monetary policies date back to the
19508 and 1970s.

The major challenge to
government is Lo extricate fiscal and
monetary policies from the vise-like
grip of stabilization programs and
SAPs presided over by the IMF ancd
other multilateral institations. For
the past two years, the FDC has
challenged the government to do

“The major challenge
to government is to
extricate fiscal and
monetary policies from
the vise-like grip of
stabilization programs
and SAPs presided
over by the IMF and
other multilateral
institutions....Flexibility
in policies will allow
innovation and
creativity in meeting
the challenges of the
21st century.”

17
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just this. We have consistently
"’[Anmher] majgr maintained that the Philippines
challehgﬂ is for does not need the IMF and it
ONETRTGHES orthodox policies. The global,
8 regional, and national economies

recngnize‘hm the are experiencing rapid changes.
formulation and Flexibility in policies will allow
implEmentaIinn of mnovation and creativity in meeting

I 4 o i S oy i
fiscal and monetary the challenges of the 21st century.

pD“EiE‘S is an The second major challenge
indispensable part of to government is to do away with an
the democratic anachronistic fiscal policy structure
o which traces its roots in Marcos' PD

process. It i$ not the 1155 7 o : _ )
) ) 77, The provision on automatic
exclusive domain of appropriation for debt service is just
technocrats.” one of the Yjurassic’ features of this

tlecree,

The third major challenge is for government to recognize
that the formulation and implementation of fiscal and monetary
policies is an indispensable part of the democratic process. 1t is
notthe exclusive domain of technocrats. The process ofagreeing
on objectives and choosing among alternative policy measures
15 essentally political. Until recently, fiscal policy-aking was
dominated by technocrats, multilaterals, If.‘.nngr(rsa, and the
business sector, Citizens had to demand that they be heard.

Fifty-seven years ago, the writer of a classic work on fiscal
policy stated that “the formulation of fiscal policy lies at the
dead centerofdemocratic government,” (E. Pendleton He ITing,
1938) Itcan be said thar this proposition is even more valid at
this time than it was before, One of the global trends in
governance is citizen participation. All over the world, more
and more people are demanding that they participate in the
making of decisions on what taxes they are o pay, the services
they are to get, and the debt hurden they are to assume.

Rethinking fiscal policy options
Assuming that government repeals PD 1177 and tells the
18
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IME 1o get off its back, the following liscal p{'ﬂi{‘.}’ c:pi.imls Hre
advanced.

Go beyond the debt cap and debt noratorium allernatives.
First, policies intended to lower domestic interest rales have to
be adopted. Since the government is the largest domestic
debtor in the cconomy, a reduction i interest rates will result
in the lowering of the debt service. As of the first quarter of
1994, domestic debt stood at over P661 billion, Lowering
interest rates by one percent will result in a reduction of *6.6
hillion in deb service.

There are other ways of reducing the debt service burden
than the debtcap. The debt cap alternative isno longer tenable
because the composition of the external debt has profoundly
changed since 19885,

Second, the government must take steps Lo resiructure
the huge domestic debt. It has already been pointed out tha
the domestic debt grew as a consequence of the foreign el
crisis. At present, the government is also funding development
projects in the budget through domestic borrowing.

Restructuring the domestic debt can be done by the
governmentsince the bulk of domestic creditors are government
financial institntions themsebes.

Third, negotiate for the reduction of Philippine debt to
Japan. However, reduction should be limited only to the inerease
in the debt stock brought about by revaluation. It should not
affect the original debt stock. Two Japanese senators who
visited the Philippines and had talks with Finance and CB
officials endorsed the idea.

A reduction in debt to Japan will have a hig effect on the
total foreign debt stock, considering the fact that Japan is the
number one creditor country of the Philippines.

Fourth, relax tight fiscal targets in terims of the magnitude
of expenditure and the level of deficit, Development
expenditure are crowded out ol the hudget by the monstrous
debt service burden. Expenditure for economic aned social

services should be judiciously expanded to respond o the
' 18
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needs of our rapidly growing population and meet minimum
standards suggested by the United Nations,

Finally, the issue of behest loans must be pursued
relentessly. Sanctions imust be imposcd on responsible parties.
The government must send a sirong signal that it will penalize
thase responsible for the terrible burden of frandulent debt
now being borne by Filipino taxpayers,

Oricut priorities of public spending toward development.
First, the urban hias of growth must be corrected through
budget and expenditure policy. While the government boasts
ofits countrywide development policies, actual public spending
negates such a claim, Severe underspending in infrastructure
has already been mentioned before. Still, much of this limited
spending go to the National Capital Region (NCR). For
example, under the 1995 GATT-Safety Nets Fund, the NCR
captured the largest appropriation for highway projects.

The situation is ironical, consitdering the fact that sectors
negatively alfected by the GATT are from the agriculiural
sector, o add insalt o injury, the infrasuucture backlog is
more serious in the agriculiure sector.

Another instance of urban-rural disparity in public
spending 1s deficient rural electrification, as well as the lack of
aceess 1o liealth and other basie services in the rural areas.

Second, development should not only be brought o the
rural areas through deliberare publicspending; it can be sourced
from the rural areas too, This can be done by (1) building mass
transportation and telecommunications infrastructure; (2)
Increasing access 1o creditbystrengthening rural banks through
added capitalization; (3) encouraging the formation of
cooperatives; and (4) overcoming the irrigation hacklog.

Rethink the current tax policy. First, the government must
build the trustand confidence of the taxpayers in its capacity to
collect existing taxes. Economists note that “vast opportunities
exist for collecting more taxes withowt raising the rate of
existing taxes or imposing new taxes,” (Manasan and Llanto,
1994). "They estimate that if only half of the amount of 1axes

20
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evaded can be collected, about P17.6 billion can be raised
yearly from income taxes and the mother VAT,

Second, in implementing tax reform, priority should be
given 1o the correction of the regressive character of the tax
system. New indirect taxes such as the EVAT will not fly so long
as the public knows that not enough direct taxes are being
collected.

Third, the following measuresand direct taxes on income,
wealth, and property should be in the government's tax reform
agenda:

1, t-xp:umi-:m ;:i'lhr‘.!Er]n-rr-:‘nt excise X on non-essential
gumls;

2. the two-percent affluent consimption tax asspecifically
applied to the sale of residential buildings, townhouses, and
condominimm units worth P5 million or higher, as well as
memberships in golf and other exclusive clubs;

%, the land conversion tax on every conversion of
agricultural land to non-agriculmural use at 25 percent of the
fair marker value;

4, mcrease in the tax imposed on high-priced private
mator vehicles; and,

b.improvement of real “[TIhE urban bias of
property tax collections through grﬂ‘-"ﬂih must be

Irovemen yropert

l:;.ll,; '.:_,u_ i corrected through

Relare  rax  policy 1o ,budgEt a“d
envirommental objectives. A fresh E:xpenditure pﬂht?'
aption to tax policy is to link itwith While the government
envirommental objectives, On one hoasts of its
!mml. Bigher r':.n:-s oof 'tii:!il!‘s r-:m.h:- cuuntrywir.le
Hllpl‘.:.ﬁl'.ll ‘.“.. |11‘erI1.~.;tr1r.~. .Wh.“ h development []Dli(!il‘.’,!i,
depend excessively on limited : :
natural resources. Morcover, actual Pu;}hc ﬁl}Eﬂfilﬂg
p:rn;thirs can be imposed on negates such a claim.”
industries which are inetlicient in
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the use of power and CHETEY, O an
“A rostrictive monetary those  which  pollute  the
pﬂﬁ(i}' i iﬂl:ﬂﬂ’\[)&llibh ET]’]"v'i_!'fHI.lIIE:‘:]]!.. Omn the othier haned,
; ax meentves can be granied to
with the demands of those whouse resources elliciently,
f‘dpi{i nglh and reduce power conswmption, and
dweic}pment. use pollution-free lechnology.
Mnnﬂtar}r fargels must such approaches o ax !.J{I]iff}-‘h?l‘r’{‘
be relaxed toallow lyen ;-I.liﬂpT.{l':fl hefore :u}r]
: suceessiully implemented in
expanded expenditure Europe.
for economic and
social development.” Rethinking monetary policy
As in liscal policy, the
governmentdocs not need the IMF
o sel 018 monetary targets, A restrictive monetary policy is
incompatible with the demands of rapid growth and
development. Monetary targets must be relaxed 1o allow
expanded expenditre for economic and social development.
Sucha poliey tack will likewise give monetary awthorities leeway
in imfluencing foreign exchange rates.

Rethinking Alternatives to Fiscal and Monetary Policy:
Challenges to Progressive Groups
Fven as government needs to reinvent fscal and monela Iy
prolicies to cope with the drive towards social and economic
transformation, Progressive: groups must also recxamine
alterniative proposals.

First, there is a need for progressive gronps (o take a
second look at dearly held theories about budget deficits and
surpluses, money supply and inflation, foreign exchange rates
and devaluation. Deficits may not necessarily be had; surpluses
may not necessarily be good. High money supply does not
necessarily correlate with high inflation. Low or zero inflation
may not necessarily indicate growth; i1 might even indicate a
moribind cconomy. The context within which alternatives are
formulated has changed tremendously since the 1960s and
1970s.

22
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Second, alternative debt policies need to be continually
reexamined in the light of rapid changes in the debt profile of
the country and global developments. For example, inits 19493-
1995 Strategic Plan, the FDChroadened is analytical framework
to include not onlya narrow study of the external debt, but also
an analysis of SAPs and related development issues. This led 1o
changes in policy alternatives and campaign thrusts. The shifl
was accomplished amid vigorous debates among the member
organizations,

Third, rigorous discussion and debate need to be
continued is the area of monetary and foreign exchange policy.
Many progressives, particularly the working classes, cannot
forget the country’s traumatic experience with devaluation
during the 1960s. The lessons of past experience are
undoubtedly valuable. Nevertheless, there is a need 1o look
closely at the present complexities of the monetary and foreign
exchange debate,

One angle which must be considered is the fact that we
have a large OCW sector whose dependents are affected hy
foreign exchange policy. Another area of reexamination is the
role of the export sector vis-a-visthe forex rate. Is a large export
sector necessarily bad for the cconomy? Does a ‘strong’ currency
necessarily denote a strong cconomy? How come Japan's
economy is in trouble as 2 consequence ol its ‘strong” currency?

Again, progressive groups
must continue 1o hold dialogues
with other organizations and ”[P]mgmssiw groups

X P.“n&. 01 t:h{-: I:vl:_‘.f.illlklf.'-'clL as w:l:'.]_l A st kEEP a continuing
social, implications of this eritical
balance belween

issue, New insights and knowledge

should be pained from these 'rlnEll'y"tiCili rigﬂr and
EXETCISES. pro-people objectives;

Finally, progressive groups between what is
must keep a continuing balance [echni(:a"-},a feasible

between analytical rigor and pro-
pf.‘.nph". liltil'.I'Jj‘l,’('..&'; Iy tween what is
technically feasible and what is
politically correct.

and what is politically
correct.”
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Briones, Fiscal and Monetary Policies...

As the Philippines moves onto the third millennimm,
debates on the directions it must take will not be lacking. For
sure, one area of debate will be public finance, particularly
fiscal policy, Monetary and foreign exchange policy will be
anotherarea of contention, The debates will not, and must not,
be limited to the policy-makers and their technocrats. The
people who will bear the massive costs of linancing development
need to be heard — and hstened to,

BIBLIOGRAPHY

Brianes, Leonar Magealis, “Financing Governmenr: [ssues and Dilemmis of an
Aspiving Tiger” A paper read ar the "Orienmation for ABS-CEN NMewscascers and
Commentatods,” conducesd by ABRS-CBEMN and the College of Public Administacon,
Wirversitg of the Philippines, ae the Sulo Hoeel, Movemnber 3 and 12, 1994

e [nos, Ennnanced S, *The Philippine Economy: Whar's Righr, What's %rong,”
Southeast Astan Affairs. 1995, i

[Hakno, Bengamin, “Hudger Surplus: 1s i susainable or is i a failore masquerading as
asuccess?”, 995,

“Economie Indecarons,” Business World, Febreaary 15, 1993,

Freedem From Deln Coalinon, "Citzen's Review of the Tax Sysem,” Auguse 1994,

. "Diiscussion Paper on Government Fiscal Policy.”

May 19, 1995,

- “Highlights of the Conference-Workshop on the
Marienal Budger,” Tea Room, t}'&lltgc of Home BEoooomics, University ol the
Philippines in Diliiman, Seprember 1994,

, "Metes en the Philippine Beonomy's Fiscal and
Monetary Ulonsoain,” May 30, 1995,

The Philippine Debt Simaanon.”™ April 27, 1995,

Manazsan, Kesario G and Gilkerio 8. Llanio, “Financing Social Tograms in the
Philippines: Tublic Policy and Budger Rescrucruring,” Philippine Hioman
Dreveloproern Repopr, 199,

Motemayor, Faul. “Muoch Vaoneed GATT Safery Nes Fund Mainly Imaginary.”
April 1995,

Pendleton Herring, B "The Polivies of Fiscal Policy,” o Phitippine Pfeblic Fraoal
Administration. Saberana, Jose 11, eral, (eds ). Manitla: University of the Philippines
Cracuate School of Pablic Adnanesiration. 1465

24





