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administration can claim success, it definitely would be

in the economic field. It does not matter that others say
that the growih is only an economic mirage, or are still uncertain
of what the growth consists of, or remain unconvinced that it
can be sustained, especially after the crisis that followed the
euphoria in Mexico.

I f we have to choose one lield where the Ramos

The growth is real. [t did not consist only of public
expenditure but of investments, albeit mainly in infrastructure
and partly in portfolio investments. But is it quality growth or
will it go bust, as it did in the past? We believe we never had a
chance as we have now to be able to sustain it. The necessary
structural reforms are now in place. To be sure, some remaining
restrictions have to be lifted, and a host of other items in the
agenda haye to be addressed.
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But how and why did we succeed in doing these reforins
tiewy when we have failed repeatedly in the past?

[attribute this to what critics consider two unlikely factors:
one; a work sivle that has been put down and even ridiculed,
and the other, an instilution traditionally considered
reactionary. They are the President's management style and
Congress. Before eyebrows are collectively raised, letme explain.

Presidential Management Style

Ciritics call it micro-managing or a penchant for details.
They cite it as the reason why things bog down at the
implementation level. But [ deseribe it as tollow-through’
management style. [ had the oppormmnity to observe this work
style up close every week.

If the President had not followed through on the
commitments made by his Cabinet orby Con gressional leaders,
his economic program would have been stymied or moved at
snail’s pace.

While [ had expected that he would convene the 1, saiglative-
Executive Development Advisory Council (LEDAC) on a
quarterly basis, I did not think he would call the members to
meet weekly and have the stamina to sustain it for months.

Ironically, the constitutionality of the LEDAC was
questioned, but it proved to be most efficacious a vehicle in
untangling gridlocks and resolving
conflicts between the Executive
“The ngth is and Legislative branches, while

real....But is it qualil}r exposing the President to
g[ﬂ‘v'ﬂ.h or will it go alternative views other than those

e g that emerge in Cabinet meetings,
hllSl, as it did in the [tis also where commitments made

past? We believe we in the previous week are
never had a chance as monitored, That was how the
we have now to be revenue enhancement program,

including the EVAT, was pushed,
the safety nets [or the GATT
established, including the P32

able to sustain it.”
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hillion needed for 1995, and the Anti-Dumping Law, the Magna
Carta for Exporters, as well as the various measures 1o arrest the
appreciation of the peso, and the financial restructuring of the
Bangiko Sentral enacted.

Yes, the President still writes marginal notes. But whether
in red or black ink, they get the job done. As Deng Xiao Ping
remarked: “It does not matter what the color of the cat is,
provided it catches mice.”

Whetherin corporate board rooms orin Cabinet immeetngs,
debates without resolution remain just that — a lively debate.
Decisions not followed through soon get forgotten. 1t is not
enough that policies are laid down, The Chief Executive must
coax, cajole, remind, threaten, and kick asses to get things
done. The bureaucracy is like a machinery — wheels must be
steered, knobs turned, screws tightened, valves cleared, and
fenders sometimes kicked, in order for it to function well,
Government cannot run on auto pilot.

A Reformist Congress

Congressmen and even Senators would admit to practicing
patronage politics because they are expected to render
constituency service. But where and when their votes mattered
most, they delivered, In the end, that is what counts.

Toputanend toa ‘rentier’ economy and lay outan open
and level playing field, they decreed that protectionist walls
and cartels must go, The entry of foreign banks was liberalized.
Foreign exchange transaction was deregulated. The BOT law
was expanded and made less restrictive. ''The land-lease tenure
to foreigners was lengthened to 75 years. The Congress
supporied the President's move to open the transportation
and teleconmmunications industry to competition —arn initiative
that worked wonders in spurring the PLDT to aim for zero
hacklog, and which benefited land, sea, and even air transport
passengers and cargo customers.

Moreover, the Congress concurs with the President that
the first business of the government is to stay out of business.®
In this regard, the House responded by passing the amendments
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to the Foreign Investments Act, the bill applying the
Condominium Law to industrial estates, and the measure that
sets the framework and eriteria in establishing economic zones
across the country. Having missed the [irst two waves of
investments, the objective is to catch the third from the Tiger
cconomies and spread them out to the outer regions.

The Congress may be called some other names by its
critics, but this Congress is definitely not reactionary. It is, in
fact, reformist.

Of eourse, it helps that a ‘rainbow coalition’ was crafted
skilllfully and patiently by the Speaker in the House of
Representatives, and that subsequently, 4« Compact for Chan oo
was signed by the LAKAS with the LABAN which controlled the
Senate.®

The results? A growth of 5.5 percent in the Gross National
Product {(GNP) for 1994. What is encouraging is that the
inpetus has come from investments and export gains. Since
the effectivity of the Foreign Investiments Act, some $3.6 billion
in foreign investments came in {December 1991-March 1994)
with 39 percent going into manufacturing.

Whereas the United States, Japan, and other Asian
countries had dominated the mvestments scene, Furope is
now showing interest as evidenced by the oversubscription to
investment prometion seminars during the Presidential visit.
The Department of Trade and Industry (DT1) recalls thatin a
seminar they held in Europe in 1992, they had to pull in
embassy staff members (o Al the vacant seats,

Gross domestic investment increased Ly 15 percent, and
exports by 19 percent. The inflation rate remained at a single
digit level, 9 percent, and the 91-day T-Bill rate was reduced o
12 percent. Instead of capital fleeing after deregulating foreign
exchange, capital flowed in, not only buoying up our
international reserves, but also causing the peso to appreciate
from P28-§1,

Debt service burden has also been alleviated, Whereas in
1988, 42 percent of our receipts from exports of goods and
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services went to debt-related
paymenits, such payments have “The Congress may be

been reduced to 19 percent ol called some other

exports in 1994, The national by its critics
government registered a cash RIUNES DY 19 IHh;

surplus of P12.3 billion as against a but this Cﬂngrﬂss i5
deficit of P21.9 billion in 1993, For definitely nol
twenty years, it has always incurred reactionary. It is, in

adeficit. The Consaolidated Public
Sector Deficit (CPSD) was reduced
o P7.52 Lillion (0.4 percent 0]
GNP) as against P34.7 billion in 1993, This has been achieved
by 2 28.7 percentincrease in revenue collection and atax eflort
rise from 15.% to 15.7 percent. Next year, it looks forward 1o an
even lower CPSD of P2.2 billion or only -0.1 percent of GNP
which, in turn, is expected (o grow by 6.5 percent.

fact, reformist.”

What Needs Watching

There are gaps and weaknesses that stll have o be
addressed. The slowing down of the manufacturing sector’s
growth and the increasing trade deficit should be closely
monitored and addressed by the government. Compared to its
45 percent growth rate in the third quarter ol 1993,
manufacuring grew only by 3.5 percent during the same
period in 1994. The trade deficit increased from §6.2 billion in
1993 1o §8 billion in 1994.

Moreover, although some 700,000 jobs were created in
1994, the unemployment rate increased from 9.17 percent in
1993 to 9.5 percent, or an increment of 126,000 unemployed
persons, in the following year.

The strong peso has had negative effects on the expor
industry. The timely passage of the Magna Carta [or Exporters,
which gives fiscal incentives to exporters and negotiability to
tax credits, should help ease the industry’s problems. This
negotiability feature has been glossed over by the press, but is
highly appreciated by exporters, many of whom could noteven
wiilize the tax credits they have already earmed.
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Our growth must continue 1o
“Our growth must be investment- and exportled in
contingé f6:ba P.r,dm lr.'-*]':l(_‘.'.'lL"I-.[.ilIIlJLl: hﬁ]‘lt.l'.., there
: 15 a need to strengthen the export
mvestment and sector. Aweakening will exacerbate
EX[)OI’I-'Ed in order to our trade deficit problem which, in

be Sll!’-lﬂil’l{‘.d; hem:e. turn, ('.flll-]l‘i. lead 1o Iu. S|I:ll"|l
devaluation ofthe peso. This would

there is a need to consequently trigger indlation and
slrenglhen the export torce the Bangko Sentral to raise
sector. A ws:akening interest rates, thereby dampening

: investiments, Aned the tailspin beging
. | A s
will exacerbate our = towards the dreaded hole we have

trade deficit pn)i}lem Just crawled out from called
which, in turn, could ‘stagflation," where prices are rising

but jobs are genti arce because
lead 10 a sharp it jobs are getting searce hecause

- the economy has contracted,
devaluation of the Joblessness in the face of rising

pESD.” prices: what could be a more
explosive situation?

Aside from reducing our trade
deficit, our savings rate should be increased. While it has gone
upfrom 17 10 20.3 percent of the GNP, itis still way below those
of our Asian neighbors.* While these countries showed an
increasing trend m their savings rate, our rate has declined
Irom a high of 23.4 percent during the period 1971-1980,
Similarly, our Gross Domestic Investment at 22.6 percent of
GDP in 1993 compares unfavorably with Indonesia’s 35.5
percent, Malaysia's 35 percent, and Thailand’s 38 percent. Our
imports also show a worrisome pattern. According 1o the
Congressional Planning and Budget Office (CPBO), while
capital goods increased only by one pomt from 24 to 25
percent of imports over the last five years, consumer goods
increased from five to nine percent of imports in 19944, No
doubt, imports for Duty Free shops by the Clark SEZ and Subie
SEZ, which amounted 1o P268 million and P1.3 billion,
respectively, contributed to this rise.

Tequila Syndrome

High trade and current account deficit, low domestic

savings mobilizaton, propensity for consumer goods, and [reso
30
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overvaluation: these are traits we share with Mexico. Are we
then headed for a Mexican-type crisis?

MNot, quitf:.

Mexico is overly dependent on ‘hot’ money, we are not.
While we do have our share of speculative capital and continue
to draw on loans, a large part of our trade deficit is financed by
direct foreign investnents and by earnings of our overseas
contract workers (OCWSs), a more or less steady source of
inflows for sometime to come barring any strife in the Middle
East.

Moreover, our trade deficit at four percent of the GNP is
half of Mexico's eight percent. Thus, we posted a balance-of
payments (BOP) surplus of $971 million from January to
September last year because of positive non-merchandise trade
amounting to $3 billion and capital account. This year, OCW
remittance grew by 26 percent, amounting to $2.5 billion, as of
September, with all markets posting increases except the Middle
East which declined by 5.3 percent.

Our foreign exchange system is a managed float unlike
Mexico's fixed system. To a large degree, ours is market-
determined. The Mexican peso has long been overvalued, bt
the lid was kept down until the true situation could no longer
be hidden. Triggered by an uprising in the Chiapas region, the
loss of confidence by investors led to a massive capital flight that
saw the Mexican peso depreciate by 30 percent, as interest rates
soared beyond 40 percent.

Butwhile not inevitable and not even likely to happen, we
are certainly not immune to the Mexican ailment. We are not
as sanguine as our monetary authorities who brush it aside.

Our trade deficit of $8.5 hillion on exports of $13.5 billion,
instead of narrowing, is projected to even increase to §9 billion
in 1995, Mexico had adeficit of §17.5 but also higher exports of
$58 billion. Earnings from our OCWSs help reduce the current
account deficit, but do we then make employment overseas
rather than at home a permanent policy? Finally our low
savings rate makes us highly dependent on foreign capital.
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These are the core issues that must be addressed, The fact
thatwe have floated the peso does not fully address these issues.
Nonetheless, the Congress has responded by passing the Magna
Carta for Exporters. The House has likewise approved the
Magna Carta for Long Term Savers. For its part, the Bangko
Sentralshould address the issue of an appreciating peso that is
hurting our exporters in a situation where we have a trade
deficit.

What Ultimately Counts

Beyond skirting the economic shoal of a Mexican type, the
Captain of the Ship of State must not lose sight of our ultimate
objective, i, the well being of our people. Economic growth
must benedfin all,

The President himself in his 7at sa Bayan, recognized
that the benefits do not necessarily or immediately spread to
the people. He said, “There are those in society who do not
normally benefit from even a growing econamy, To help the
more valnerable and the more disadvantaged among us, we
have, therefore, placed social reform and democratization of
wealth at the center of the national agenda.” He cited a number
of ‘entitlement’ programs Lo targeted sectors, particularly in
the area of housing, health, and education. They are good, and
we agree with them.

Productivity, Income Distribution and Unemployment

Beyond entitlements and social welfare, we should address
effectively the following areas: (1) productivity; (2} ncome
distribution; and (3) unemployment.

[n his book The Age of Diminished Expectations, Paul
Krugman says that “there are three things and only three things
that are important for the economy because they are the things
that affect the standard of living of the majority of the people
— productivity, income distribution, and unemployment — just
as there are only afew things important for the well being of an
individual, like work, love, and health. Everything else is not
really worth worrying about.” Let him explain it: “If these
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things are satisfactory, nothing much can go wrong, [but] if
they are not, nothing can go right.”

Is not the list too short? Krugman retorts: “What about
inflation or international competitiveness, the state of financial
markets, or the budget deficit? The answer is that these problems
are in a different class, mainly because they have only an
indirect bearing on the nation’s well being. For example,
inflation (at least at rates the U.S. has experienced) does little
direct harm. The only reason to be concerned about it is the
possibility, which is surprisingly uncertain, that it will indirectly
compromise productivity growth. Similarly, the budget deficit
is not a problem in and of itself; we care about it because we
suspect that it leads to low national savings, which ultimately
results in low productivity growth,”

These views, of course, may seem contrary to the IMF's
disciplined fiscal stance and unwavering anti-inflationary
monetary policy, anchored as theyare on the belief that inflation
is an “antithesis to growth...it destroys the incentives for savings
and productive investments...and hits hardest the poor who
are least able to defend themselves against rising prices.™

But there is really little quarrel on policy. The debates
center only on the extentof fiscal deficitand degree of inflation
that can be allowed, given the condition of an economy. The
NEDA-PIDS macroeconomic
model has, in fact, illustrated that

a P10 billion increase in BE?O"d_ Skll'[lﬂg the
government spending can cause economic shoal of a
the GNP to grow by half a Mexican type, the
percentage point, with an increase Captain of the Ship of

in the inflation rate notexceeding
0.62 percent, regardless of how
the financing is achieved. Of
course, the benefits will be
enhanced if spending s
programmed and carried out in
such a manner as will increase the
naton’s productive capacity, For
instance, increased spending on

State must not lose
sight of our ultimate
objective, ie., the well
being of our people.
Economic growth must
benefit all.”
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infrasiructure, especially in the countryside where the majority
of the poor live, will have pesitive effects not only in the rural
areas, but also for the national economy.

Why productivity?

While productivity is not everything, in the long-run, it is
almost everything. A counuy’s ability 1o improve its standard of
living over time depends almaost entirely on its ability to raise its
output per worker. World War 11 veterans came home 1o an
economy thatdoubled its productivity over the next 25 years; as
aresult, they found themselves achieving living standards their
parents never imagined. Viemam veterans cane home to an
eeonomy that raised its productivity less than 10 percent in 15
years; as a result, they found themselves living nobetter—and in
many cases, worse — than their parents” Thus, productivity
growth is important because it allows a counuy to compete in
the world economy. Morcover, it is important even 1o a closed
cconomy with hardly any trade.

What is the state of productivity in the Philippines?

In Poverty, Growth, and the Fiscal Crisis, Emmanuel De
Dios of the UP School of Economics claims that the country has
been caught in a serious productivity decline and that hoth
industry and agriculture have lost ground relative to other
countries. This was true in the 1960s, 1970s, and most of the
19805 While there were mmprovements in 1986-1987, there was
subsequent economic decline up to the early 1990s, In the case
of industry. the high cost of power and capital, and the power
crisis, no doubt, contributed to the decline but, in*the main,
the uneconomic use of resources and the protective wall for
the outputs were the real culprits. These “removed the threat
of compettion from imports, encouraged collusion among
domesticmanufacturers, and rendered innovation superflons.
In due course, a phalanx of inefficient and uncompetitive
protected industries was built up.”

The opening up of the economy, e, the reduction of
protectve tarifls for both raw materials and manufactured
products, and the dismantling of cartels and monopolies in
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telecommunications, trransportation, and banking, should spur
innovation and inerease productiviny.

Thesituation in agriculture is just as discouraging. Average

anmniial with rade 1 T9R0-10990 was only 2.1 percent, lesstlian
: ; I
the rate the population has grown and slower than the pace ot
B9 : }

srowth in other conntries,” There are no more land frontiers 1o
go to, forcing 16 million of our people o setle in upland areas
of marginal fertility.

Virtually no agriculiural research has been undertaken
nor technological innovation 1o raise yields per hectare done.
The International Rice Research Imstiture (IRRI) has
announced only recently the discovery of a grain sirain tha
yields 25 percent higher than ordinary ones, but expect this (o
be exploited faster hy our neighbors.

The lack of post harvest facilities and farmi-o-market roads
results in a 20-25 percent post harvest loss. Ouly hall ol three
million hectares of irrigable lands have been '_ii'rigal.:‘.:l. Sitee
the produce of rainted lands amounts to only a third of that of
irrigated lands, it is not surprising that our average farm level
income per hectare is way below that of cur neighbors, The
Irrigation Act passed in the last Congress called for the irrigation
of the remaining 1.5 million hectares in 10 vears, or at the rate
of 150,000 hectares a vear, hut only an average of 20,000
hectares were actually irnigated. If we suburact therefrom the
lands lost to natural disasters, such as voleanic eruption, and to
residential, commercial, and industrial use, then virtually no
net additional heciarage has heen added,

The devolution ol 1he responsibility to implement
conununal irrigaton to lecal government units (LGLUs] has
worsened the situation. Since communal irrigation is technically
defined as having a service area ol 1000 hectares at a cost of
P100,000 per hectare, no LGU can possibly undertake a P1OO
million irrigation project. Clearly, this definition should be
miodified,

All these will hopefully change with the enactment af the
budget which appropriates P32 billion in 1995 lor GAT'L-
related projectsin agrienliure. Same S00L000 irrigated hectares
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and LMK kilometers of farm-toanarket roads are t:lrgfruni
over the next two years. But more ports with bulk handling
facilities should be constructed 1o reduce shipping costs from
grain-producing areas.

Warehouses with postharvest faciliies at the farm level
should dot the countryside, to be managed by cooperatives and
aceredited with the Land Bank or the Development Bank of
the Philippines (DBP). That should give [armers the option to
take out loans against their warchouse receipts and wait for
better |Jri:‘.m, instead ol being forced to sell their pmrlut:{t 16y
traders immediately upon harvest.

The Deparunent of Agriculiure (DA) has included
research among its priority programs and, in order 1o reduce
our traditional dependence on rice and corn, it has embarked
on the Key Production Area (KPA) approach by matching
selected crops and products toareas where they are hest suited,
I'he House also approved the High-Value Crops bill to
encourage diversification.

How about income distribution?

“A nation of growing wealth at the top, a struggle 1o make
ends meet in the middle, and growing misery at the botiom,”
That is how America is described in 'Tom Wolle's Berfire of the

anities. Natarally, it is not the kind of nation we want. But if
that is America, what is the Philippines like?

Mot any prettier! A 1988 Family Income and Expenditure
Survey showed that the richest 20) percent ol the population
enjoy 52 percent of all income, while the poorest 40 percent
have to share only 14 percent of the total income, Compared to
Indonesia with a lower per capita income, we also have less
cquitable distribution. The richest fifth in Indonesia earn
about five times more than their poorest 20 percent, wheteas
the ratio between the earnings of the richest fifth and that of
the poorest [ifth in the Philippines is about nine tinmes,

De Dios also cites a LINDP Report showing the poverry
incidence of the Philippines in 1988 at 55 percent, whereas
Mil]u}'si:-l}mtl E7]Jt'.r(:EEIH,'|'|i;=|i|211][_i,l"r{] [wl'r:{rnl:.nrlt] Invelomnesid
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%9 percent. T'o be fair, the trend has been going down from 75
percent in 1961, 61,63 percent in 1971, and 59.65 percent in
1985. The latest figure from the National Statistics Office
(NSO) shows 40.7 percent in 1991 at the poverty threshold of
P7.330.

But these are averages, Disparity between regions is also
marked, While the National Capitol Region (NCR) has a low
14.9 percent poverty incidence, Western Mindanao has 545
percent, Northern Mindanao, H5.2 percent, and Bicol, the
highest at 56.1 percent, This is consistent with the disparity in
percapitaincome —the NCR's GDP per capitais P25 274 while
Bicol, the poorest region, has P4,675. Among occupations,
farmers, agricultural workers, fishermen or hunters, and
unskilled laborers have the highest poverty incidence ranging
from 65 percent for unskilled laborers 1o 74.5 percent for
agricultural workers.

A bright note, however, is that although we are lagging
behind in income, we rank higher than Thailand and Indonesia
i education and health |n:t'l‘nrm:nnqt:rf..\:-,’=| A further problem
though is that neither health nor education is accessible to all,
Moreover, as in the case of per capitaincomes, a greal disparity
hetween regions exists with respect 1o access to health and
gelueation,

Oy the whole, indicators of hunian :‘.:apiml such as life
expectaney and infant mortality improved in recent years, and
s0 did delivery of primnary health care services, despite roinimal
public expenditure. The number of houscholds using sale
water also rose from 49 percent of the rural population to 72
percent, benefiting some 15 million people.? Barangay health
stations and municipal health centers also increased in the
countrysicde. The governmentalso succeeded in enrolling almost
every child in the first grade and likewise implemented the Free
High Scliool Act.

Still; the social landscape is not even. Tafant 1'I'J.fll"THliT.}"PEr
1000 live births ranges from a low ol 11.8 in llocos and 5b.6
pereent i Northern Mindanao to a high ol (9.6 percent in
Cagayan Valley. Central and Eastern Visayas children enjoy
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“Directing basic social
services to the
marginalized sector is
one way of correcting
income disparity.
Social programs are
expected to cure
persistent poverty. But
in the U.S. they are
widely accused of

perpetuating it.”

only 6.5 years of schooling while
NCR pupils stay in school for 9.7
years. It is not only in education
that the NCR has an advantage: it
also has the highest per capita
health expenditure of P193 as
against P61 for Cagayan Valley,
P40 .45 for Southern Mindanao,
and P37.04 for Central Mindanao.
Understandably, it has the highest
life expectancy rate of 68.4 years
and the least number of
underweight children.

This hias for the urban areas
is an argument for the provision of
the so-called ‘pork-barrel’ or the

Countryside Development Fund (CDF). To the extent that the
CDF are distributed equally to the districts, the recent increase
in barangay health centers and classrooins have been distributed

more equitably,

Directing basic social services to the marginalized sector is
one way of correcting income disparity. Social programs are
expecied to cure persistent poverty. But in the U.S. they are
widely accused of perpetuating it. Conservatives argue that the
“welfare system has reduced incentives and contributed to the
growth of the underclass, while Liberals respond that cuts in
social spending contributed to the growth of the underclass by
making it more difficult for the poor to climb out of poverty. |
Both could be right."*While this has notyet become a point of
debate in the Philippines, we propose that our weapon in
waging war against poverty is ‘social engineering’ rather than
simply charity or public generosity.

What do we means

The budget for health care is too small, ranging from P5 to
P31 per capita in 1990, and only increased to P63.45 in the
1995 budget. But while we say that this be increased to address
the problem of widespread child nutrition, we acknowledge
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that our total resources are meager. But if we only change our
perspectives, we can radically improve the health of our people.
As pointed out in an article I earlier wrote,

[Qur educational systerm is training docters to practice in
hospital emdronments in urban settings; Manila, Cebu, Chicago,
and Mew York. After the expensive training, we coerce them to
serve in the rural areas, But then who says only M.D.'s can cure?
Thik is a Western convention that need not Imprisan us. Why
can we not design another health care profession and develop
another type of health care professional more suited to work in
fhe rural areas on the rampant diseases that affect the majority
of the people rather than on the fancy diseases of the elite? Why
use a Mercedes 600 on a terrain that requires instead, a
Carella?

Speaking of hospitals, do you know that the government spends
haif a hilion pesos annually to eperate and maintain specialty
hospitals such as Heart, Kidney, Lung, and Children's Centers?
True, they also serve the poor, but why must the taxpayers
equally subsidize patients from the Makali enclaves wha have
to be confined at the Heart Center for an ailment caused by
excessive cholesterol intake? Meanwhile, barangay folks had to
pass the hat for contributions to buy oil and chemicals needed
to fumigate the barangays hil by the dengue fever epidemic.

What if we =zell or lease out these centers at fiberal terms fo a
cooperative or partnership of doctors, medical staff and
businessmen? That is what they are doing in Davao. Makat
Med is owned and run efficiently and profitably by a group of
dactors, so that it is now planning an IP2. In return for the
concessionary terms, we can require
them to set aside a number of heds
for indigents while charging

correclly for their services to the ”Wh”? Ihi'; ha,,; not }’(;‘t
aflluent ; ’ B
become a point of

What does the government gain®

Apart fram the proceeds from sale
of rental, it stops the hemorrhage of
hali & hilion pesos annually. It can
then shift the maoney for preventive
and primary health care in the
countryside where the majority of
the martality and morhidity cases
are still respliatory or water-borne
diseases, such as hronchitis,
pneumania, diarrhea, malaria, and
measles. "

Half a billion pesos can construct
2500 barangay health centers at
P200 thousand per unit. Only

debate in the
Philippines, we
propose that our
weapon in waging war
againsl poverty is
'sacial engineering’
rather than simply
charity or public
generosity.”
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11,072 barangays out ol 42,000
”[H]igh unnmploymem have barangay health stations. It
means that ['!ﬂIF‘ﬂliEl' IY can deploy 2500 nurses, midwives,

SR s s or paramedics, at P200 thousand
t salary pervear or alternatively 1.666

not l]f-_‘il‘lg lISEd, doctors at PA0 thousand a yvear,
prevenl'ing the U'he rural doctors for doctorless
cconomy from communities program has a

pmdur_ing asrnuch s l.}u:lg{:i | {'m' f}n.ly Hi) .:'Im'lm's,
A Alternatively, it can augment the
i ll‘ilght, [thus D(rp;lrnamu} of Health’s meager
brﬂ@dilng persistent hudger of P25 million for
p@v(—gﬁ}f‘” medicines, a measly (.42 pereemt

al'its budget, for rural health units

or barangay health stations which
lorm the backbone of the department’s promotive and
preventive health care services,

Inthe last LEDACmeeting, the privatization olthe Specialty
Haospitals was included in the Resource Mobilization Agenda,
The House has also approved the National Health Insurance
Bill which extends medicare services to all to be funded by sin
taxes, These are welcomae developments, but care shonld bhe
taken to ensure that it does not serve as a lertile ground for
grall whereservices 1o ghost” patients are billed by unscrupulous
doctors and hospitals.

Now, what ails the health program is also the problem in
chucation — undue cmphasis on tertiary education te the
prejudice of the primary and the secondary levels. The
Philippine Instunue for Development Studies (PIDS) Memo
observes that at the ertiary level, the estimated cost per student
at state universities and colleges (SUCs) in 1998 was P12,800
higher than that in private schools, They inear higher costs
because of their inabiliy to achieve higher enrolment rates,
whatwith their poorteaching quality and unattraclive program
olferings, There is also an adimission bias that favor students
from the middle and npper classes.

I'he following options are suggested by the PIDS which we

stbnnit herein for consideraion;
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First, require SUCs to increase their share of tuition from
10 to 20 percent, so that the goverment can {rec around P50
million which can be used to address the major problems in
hasic education, ¢, poorschool Cacilities, lack ol teachers, and
low quality of teaching.

Second, charge students at state ingtituions full tuition,
with those on scholarship paying the fees directly to the school,
This financing system is meant Lo compel public NSt Eons 1o
compete with the private sector and allow the government to
direct its subsidy program to specific groups of deserving
students.

Third, we also suggest that Math, Science, and L iglish be
taught at Grades 5 and 6 and High School, including computer
literacy courses at the secondary level, by specially trained
‘master teachers’ who shall be paid conumensurately, Wewould
then have also ereated an alternative career path for talented
and conscientious teachers to rise in their ranks without having
to give up teaching to become administrators,

Why unemployment matters

We all know why unemployment matters, but it is very
important that the problem be articulated well. It matters
because “high unemploymentmeans that potentially productive
workers are not being used, preventing the economy from
producing as much asitmight, and because high unemployment
breeds persistent poverty, Beyond these, however, the availability
of jobs plays a key role in the way society hangs together. A
society in which young people can routinely expect to get jobs
upon leaving school, and to remain gainfully employed except
for occasional spells in their adult lives, is going to be a very
different place from one in which work is a privilege that is
unavailable to many people—even if the welfare state is generous
to the unemployed. [A] working society, other things being
equal, is a better society.”'?

Moreover, because employment is the fastest way to spread
out the benefits of growth, ahigh employment rate is the fastest
way to reduce the incidence of poverty, even as it confers dignity
tothe individual when the most generous welfare system cannot.
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Thus, the goal of reducing the incidence of poverty should be
placed by the government on the same plane as increasing our
Per capitaincome.

Poverty, by definition, is the wide incidence of extremely
lowincomes, and widespread low incomes do not constitute the
massive and growing purchasing power that attract and
encourage investments which, in turn, further increase output,
ncome, and employment. It also constricts the availability of
the most important resource we need to move forward:
manpower. “People, we have in abundance, but manpower, we
do not have. Manpower implies a high level of education and
health, which are beyond the reach of the poor majority."'s

Is the 9.5 percent unemployment rate, not to mention the
20.5 percent of the labor force who are underemployed, high?
By any standards, they are, and they should be brought down.
Industry has failed to generate enough jobs to absorh a labor
force that has grown, at most, four percent ann ually over the
last decade. '

Worrisome still is the sectoral employment shares. “The
share of industrial employment, particularly of manufacturing,
is even lower in 1990 at 9.7 percent than it was in 1960 at 19,1
percent. The decline in the share of agriculture in employment
was significant, butsince the industrial share has stagnated, it s
services, a large part of which is the so-called ‘informal’ sectar,
which served as the receptacle for labor shed by agriculture,
but which industry failed to absorb. The lack of employment
opportunities condemns the majority of the labor force to jobs
with low productivity and low pay.”!* Have the figures improved
since then? Notso. If the lag between investment and increase
in employment accounts for the delay, then we can expect
some improvement in the future. In the meantime, the jobless
either mustsuffer joblessness athome or go abroad and become
an OCW,

A word on our OCWs, In the mid 1970s, our OCWs were
skilled or unskilled construction workers and predominantly
male, As the projects were completed, our workers were hired
in operation and maintenance of the plants, But they were still
predominanty male. In addition to their earnings, they acquired
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additional skills, system, and technology from their prime
employers, mostly Western companies such as Bechtel, Fluor,
Brown and Root, or directly from ARAMCO of Saudi Arabia, or
KNOC of Kuwait. But these acquired assets did not come at no
cost. Even then, because of prolonged absence of the
breadwinner, children of families with no ‘father-figure’ suffered
low grades, were susceptible to drug abuse, and some grew up
confused about their sex identity.

The 1980s and 19905 saw the exodus of our female OOCWSs,
including entertainers, but mostly domestic helpers coming
from the rural areas. The Philippine Overseas Employment
Administration (POEA) has information on the number
deployed each year, some 500,000 in 1989 and gradually
increasing to 700,000 in 1993, but does not have figures as to
how many are married or single, or how many are abroad at any
given time.

Estimates, however, place them anywhere between two
and three million, including the undocumented, mostly in the
Middle East, followed by Asia, then Europe, the Americas, the
Trust Territories, and last, Oceania. We are now familiar with
horror stories of our women being
l‘aped, al':-u.scd, and F:ven beaten, “The decline in the
whether in faraway Middle East or : it
tiny Oceania, or being rounded share ﬂfag"mkure n
up in nearby Malaysia, but the Empioyment was
social cost, though not palpable significant, but since
but just as scrious, will be reaped  the jndustrial share has
B oextgeneatons, stagnated, it is services,

Thousands of Filipino families 5 Ialge part of which is
‘now have absent father or mother, the so-called ‘informal’
or both, Has the number reached hich d
the critical mass? Considering we ~ S€COF, Which served as
have only 12 million families, itis  the receptacle for labor

plain that a great percentage of shed by agriculture,
our next generation would be hut which industry
growingupin ahome environment failed to absorb.”

totally different from what we
knew. If families without any
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‘father-figure’ had problems, how about those without mother,
or both? Considering further that in any culture, but more so
in the Philippines, mothers play the dominant role in the
rearing of children, what will our next generation be like?
What is the effect on the national psyche? This should merita
sociological study and a review of the current policy on OCWs.

Meanwhile, the issue is how to accelerate job generation at
home. We propose the following:

L. That the Senate consider within the remaining session
days the passage of Special Economic Zones bills, the Framework
bill along with the Cagayan and Zamboanga City bill. We need
to ready the grounds on which to “sink more permanently”
foreign investments, as suggested by the Speaker. Without
them, we risk getting bypassed again by the third wave of
investments thatwill be looking for ready and hospitable places
to land on. Our EPZAs are already full, and both Subic and
Clark are in Central Luzon. .

Masan EPZA (Korea) and Kachsiung EPZ (Taiwan) may
no longer compete with us, but Lat Krabang (Thailand),
Indonesian and Malaysian SEZs continue to woo foreign
investmments. China has 13 SEZs, including Shenzen with 327
5q. kms., that has attracted 13,490 enterprises with §14.8 billion
nvestments and exported $5 billion in 1993 alone, as against
our P2 billion for our four regular and five SEZs, Shanghai and
New Pudong Area have also attracted 4,500 enterprises worth
$15.2 billion and exported $13.5 billion from its 600 sq. km.
area. Hainan, with an area of 33,900 sq. kms. of coastline, which
is about the size of Luzon, will also compete.

How effective are SEZs in attracting investments? Very.
Our EPZs have already attracted a total of 881 firms, increased
investments from P2.7 billion in 1993 to P9.6 billion in 1994,
employed 85,000 workers, and increased exports to P2 billion
a year, with positive trade balance of $800 million each year,
Nothing to crow aboutif compared to China's, but they averaged
78 percent to total Philippine investments from 1985 to 1995,
and the growth averaged 314 percent as against total investments
which grew an average of 66 percent in 1988-1994, As of
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October 1994, EPZA exports accounted for 20 percent of total
exports. These exclude figures for private industrial estates,

But we want our SEZs, eg, EPZA, industrial esiates,
banking centers, and tourism (only in special cases will a
limited free portbe allowed), distributed across our archipelago
in order to aveid mass migration that had happened in China
where 100 million migrated from the hinterland to the coastal
cities where SEZs were concentrated.

Do we have the resources to develop that many? Will they
all be viable? The answer is that BOT investors will be allowed
to invest in on-site development. If Taiwanese investors believe
that Port Irene, Sta. Ana, and Fuga, Cagayan SEZ will be viable
and are willing to put up the money because Kaohsiong is only
80 minutes away, why should we object?

If nnl}-' B0 percent of the pI‘ﬂpnsed 15 or sa SEZs takeoll,
this bill will rank with the BOT law in significance, as it dircctly
addresses our trade deficit and unemployment problem.

2, The President should fast track the Metro Manila Skyway,
Manila-Bataan-Subic Expressway, the North Expressway to
Pangasinan, the South Expressway to Quezon, the Manila-
Clark rail transport, and the LET, prefﬁrably along C-h.

This will not only avert the next crisis that is building up,
which is the Metro Manila traffic crisis, but will facilitate the
development of the Subic and Clark SEZs.

To date, the only clear commitinent by the contractor is to
finish before the APEC meet in 1996, a mere eight kilometer
road from Subic to Tipo.

8, The President must [ast-track the Malampaya Gas
Development and the BNPP conversion. The sooner we start,
the earlier we can save on the mothballing and the interest cost
on the nuclear plant, and likewise share in the revenue from
the gas project.

Letme close by saying that we have the capacity to do great
things if we set our minds on it. We have demonstrated it on two
occasions — the Fort Bonifacio bidding and the Pope's visit.
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They are two disparate events that did us proud. The Fort
Bonifacio project not only netted the governmenl three times
the amount expecied, but we were able to show to all and
sundry that the government can pull off a bidding without any
hint of a scandal. We would like to commend the BCDA,
especially the bidding committee, and the Executive branch
for a job well done.

The succesful visit of the Pope was a national undertaking.
Itinvolved a thousand and one details including an elaborate
security protection for the Pontiff, which involved the President
even personally. The whole world watched and we delivered.,
Who then says that a hands-on management is bad?

Notes
WYY, now a byword in the lexicon of development, has literally pulled the
country out of ditkness. Asian countries want to replicate it a5 the model far public
and private sceror partnership in infrastruciure development.

*I'he criticisms in the privatization of PAL aml Petran were aimed not ar the
decisian toosell bur in the manner it was careied ouc

*T'his further showsa facet of the President’s persanality -~ one that would
seek alliancs, no matter how tencative, inorder to push his legislative agenda,

"Mabeysia saves 31 percent, Tndonesia, 38 percent, and Thailind, 37 percent
of their GOEP. China’s savings race is 36 percent, while MNigeria and Tndia post 23 and
| P
24 percent, Tespectively,

SMichael Camdessus, Managing Director of the Internationa| Monewary
Fund, “Towards Economic Progress in the Philippines, High Quality Growth, and
International Solidariog”,

See Kmgman, The Age of Diminished Expectations,

Tnddonesia poseed 5.3 percent, Malaysia, 3.8 pereent, [ndia, 3.4 percent, and
cven Bangladesh was highee at 2.9 percent,

MHee Edita Tan, PIDS Executive Memo, The Remiony Revisited- Comparing
Fednearion and Health Performances,

"Thanks t the Water Wells and Spring Development Act, 80,000 wells and
spring development projects were constructed in 19891992 or an average of twn
wells per barangay, before the task was develved w LGUs.

"See Krugman, supres.

HFeliciee © Payume, “Pamadigm Shift” in Kesarfades, Vol 10 No; 1, 3rd
Chreer 19094

HSee Krugman, sope
PSee Payumo, supera,
"See Emmanuel De Dios, feverty, Groweh, and the Fiseal Crivis
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