Obligatory branding: “Transformation”

“[This] Administration commits to embody a brand of
governance and leadership that is focused on implementing an
all-inclusive plan for economic and social transformation”

“Bagong Pilipinas... calls for deep and fundamental
transformation in all sectors of society and government, and
fosters the State’s commitment towards the attainment of
comprehensive policy reforms and full economic recovery”

BAGONG PILIPINAS “Bagong Pilipinas... characterized by a principled, accountable
and dependable government”

- Office of the President,
Memorandum Circular No. 24,
July 23, 2023



Public relations hyperbole is a cynical disservice to the nation

“Since Pres. Marcos Jr took office in 2022, the
Philippines has consistently become an economic
superstar in ASEAN”

“The Philippines is booming and has all the
makings of a tiger economy”

“In less than a decade, the Philippines will become
a trillion-dollar economy”

“Global growth will be led by Asia’s powerhouses
for the next decades, notably by the Philippines”

- Department of Finance,
Tokyo, Japan Economic Briefing
June 21,2024

“Since President Marcos, Jr. took office in 2022,
the Philippines has consistently become the
brightest star in ASEAN”

“[History] will mark the Marcos, Jr. presidency as
the turning point when the Philippines achieved
genuine inclusive growth for Filipinos”

“The Philippine economic outlook is the
brightest it has ever been”

“Lahat po kayo ay makakaasa na sa Bagong
Pilipinas, sama-sama po tayong uunlad at
giginhawa”

- Department of Finance,
Manila, Philippine Economic Briefing
May 27,2024



Where is the Philippine
economy, really?



GDP growth slowing and at slowest in 12 years (except for 2020 lockdown contraction)

Real GDP growth, 2010-2023 (%)
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Despite PH 2" fastest reported growth today, among slowest to recover from lockdowns (4" slowest)

Southeast Asia real GDP growth, Southeast Asia real GDP index,
2019-Q1 2024 (%) 2019-2023 (2019=100)
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PH has among worst inflation (4t highest) and unemployment (2"? highest) in Southeast Asia

Southeast Asia inflation, 2016-2024p (%) Southeast Asia unemployment, 2016-2024p (%)
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Exports slowing, trade deficit growing, foreign investment weakening

Trade deficit, 2010-2023
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Consumer confidence and business sentiment increasingly pessimistic, generally lower than pre-pandemic

Consumer Outlook and Business Confidence Indexs, Q1-16 to Q2-24
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Investments and consumer spending are slowing, but government is not spending countercyclically

Gross capital formation growth, Household final consumption expenditure and government

1000 Q1-19 to Q1-24 (%) final consumption expenditure growth, Q1-19 to Q1-24 (%)
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Will achieving “upper middle-income
status” be an achievement?



Upper middle-income an illusory measure of progress — PH still among poorest countries in the world

Global GNI per capita, 2023 (current USS, Atlas method)
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PH among poorest countries in Southeast Asia, 3" least improvement in last 34 years

GNI per capita, 2023 (current USS, Atlas method) GNI per capita index, 1989-2023 (1989=100)
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PH 2" or 3 highest poverty incidence in Southeast Asia

Poverty headcount ratio at national poverty lines, 1989-2023 (% of population)
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“Upper middle-income” meaningless amid severe income and wealth inequality

Incomes £500,000-10+ million/month £20-25 trillion il 5408 | Rbzon #4518 | hrng #1895
2% of families Wealth of 2,945 billionaires
(approx 500,000 families) richest 2% have P8.2 trillion

Incomes below #26,000/month "Wealth” et B0 o
66% of families | of poorest | adutcs ach have
(approx 17 million families) 80% P500,000 or less

Source: IBON computations on data from PSA,
Forbes, Credit Suisse Global Wealth Databook
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Underneath the hyperbole,
how are the Filipino people?
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“Country’s robust labor market trend”?

“Country’s unemployment rate continues to drop...
positive momentum of the labor market”

Increase of 605,000 jobs to 48.9 million

e Construction added 745,000 jobs

* Manufacturing added 347,000 jobs

e Agriculture lost 1.6 million jobs
Unemployment rate dropped to 4.1% (from 4.3% in May-23)
“Significant increase in high-quality jobs” with underemployment
dropping to 9.9% (from 11.7% in May-23)

e 1.5 million wage & salary jobs added

e 2.8 million full-time jobs added, 1.7 million less part-time jobs

- NEDA,
Press Statement on May 2024 Labor Force Survey
July 8,2024



Employment generally poor quality, doesn’t provide enough to get away from poverty

Reported unemployment falling... but poverty & vulnerability rising

Unemployment rate (%) vs. Self-rated poor/borderline

(% of families), 2016-2024p Self-rated poor/
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Reported unemployment falling... but households without savings growing
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Worsening social distress since start of Marcos Je administration, between June 2022 and 2024 to date

* Poor/borderline grew 1.3M to 21.3M (76%, Mar-24)
20.1M (79%, Jun-22, SWS)
* ... hungry families grew 1.1M to 4M (14%, Mar-24)
2.9M (11%, Jun-22, SWS)
* Households w/o savings fell 120K negligibly to 18.5M (69%, Q2-24)
18.7M (70%, Q2-22, BSP)

* 6% inflation (2023) highest in 15 years
e Real value of minimum wage in 17 regions is
lower than in 1989 — on average 26% lower

= Poor quality “employment” (2023)
* 48.2M “employed” but 32.1M (74%) informals

* 20.4M (42%) — self-employed, family-owned farms/biz
(inc. 3.9M unpaid family workers), domestic help
e ~15.1M+ (31%) wage & salary in informal enterprises




’ So-called employment bloated by huge rural & urban informal sector

48.2M

Employed, BY CLASS OF WORKER (2023)

30' 1M W?k.v?olpvajin Em]p.lc:y}r Mwn 13. 1M

Wage & salary worker, 62.5% ov\l,O.quZ?rT bfsﬂié‘;:?;g& ee ,
4.4M 23.5M 2am 187K - 3.9M - LIM - 939m

Private Work w/ pay in Work w/o pay in Employer in own
Govt/GOCC, 9.1% Private establishments, 48.7% households. 4.3% own family farm/ own family family farm/ Self-employed
it business, 0.4% farm/business business
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ADBP, 2023 Employment,
(P) 2023 (“000)

Activities of Extraterritorial Organizations and Bodies 1,100* 3
Education 1,031 1,584
Information and Communication 982 475
Professional Scientific and Technical Activities 959 381
Human Health and Social Work Activities 841 700
F|nan<.:|t?1l and Insurance Act!V|t|es - 814 618 Majority Of employed
Electricity Gas 'St.e?m and Airconditioning Supply 813 94 is poorly paid (even
Real Estate Activities 795 245
. o : : wage & salary
Public Administration and Defense; Compulsory Social Security 786 2,880 workers)
Administrative and Support Service Activities 758 2,356
Transportation and Storage 600 3,499
Water Supply; Sewerage Waste Management and Remediation Activities 598 63 ]
TOTAL 583 48,185
Arts Entertainment and Recreation 550 457
Manufacturing 523 3,515
Construction 519 4,544 N 73% under
Mining and Quarrying 499 214 p533
Accommodation and Food Service Activities 458 2,197
Wholesale and Retail Trade; Repair of Motor Vehicles and Motorcycles 451 10,214 >55% under
Fishing and aquaculture 343 1,442 £500
Other Service Activities 335 2,954
Agriculture and Forestry 320 9,752

*2022
Source: PSA



Regional minimum wages lower than in 1989 (22% less), except NCR lowest since 2016

Regional real minimum wage, 1989-2024p (2018=100)
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Regional minimum wages are poverty wages, and just a fraction of the family living wage

Values in Php

= NCR

CAR
REGION |
REGION I

= REGIONIII

REGION IVA
REGION IVB
REGION V
REGION VI
REGION VII
REGION VI
REGION IX
REGION X
REGION XI
REGION XII
CARAGA
BARMM

AVERAGE

Monthly minimum
wage rate*, Jun 2024
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Productivity

rising...
... while wages >00,000
stay flat...
400,000
... drives up 100,000
corporate profits
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Amid worsening social distress, growing wealth and profits for richest and for large corporations
(NB: strong basis for more progressive tax system)
Richest Filipinos (2022-2023)
Villar +27%/#115B to #540B | Razon +48%/#146B to #451B | Ang +42%/#56B to #189B
Top 3 wealth grew 36.7% to Php1.1 trillion | plus Php317 billion
Top 50 wealth grew 13.4% to Php4.5 trillion | plus Php528 billion

Net income Top 1,000 corporations (2020-2022)

Profits grew 103% to Php1.8 trillion | plus Php914 billion
Net income 285 PSE-listed corporations (2021-2023)

Profits grew 25% to Php1,150 billion | plus Php289 billion

Sources: BusinessWorld, PSE, Forbes | Image credit: Esquire



Why is the economy so backward?
From structural problems made
worse by decades of neoliberalism



Eroding economic foundations: Agriculture and manufacturing in long-term decline from globalization

Industry share of gross domestic product, 1946-2023* (%, at constant prices)
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Neoliberal PH had worst manufacturing decline in region, has 2" smallest manufacturing sector today

Manufacturing share of GDP, 1960-2023
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PH exports aren’t successes, and only confirm PH backwardness

PH has highest share of high-tech exports to manufactured exports — but no high-tech Filipino firms

High-technology exports, 2007-2022
(% of manufactured exports)
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Source: WB WDI, Harvard Growth Lab/Atlas of Economic Complexity, PSA
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Worsening agricultural trade deficit and food import-dependence

Agricultural trade surplus/deficit, 1980-2023 Import Dependency Ratio (IDR) of Selected Agricultural
(USS million, % of GDP) Commodities, 1993 and 2022 (%)
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Source: PSA
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Chronic and worsening trade deficits

Trade surplus/(deficit), 1960-2023 (FOB value in USS$ million, % of GDP)

e i DT

1965

1970

1975

1980

1985

@ Uss M

1990

1995

2000 2005

e % Of GDP

2010

2015

2020

10,000

(10,000)

(20,000)

(30,000)

(40,000)

(50,000)

(60,000)

FOB value in USS M



Source: WB WDI

2" or 3 Jowest gross savings rate in Southeast Asia

Gross savings, 1974-2023 (% of GDP)
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OFWs/remittances covered up domestic economic weaknesses, but tapering... driving more foreign debt?

Overseas Remittances, 1985-2023 External debt stock, 1985-2023
(USS million, % of GDP) (USS million, % of GDP)
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Source: PSA
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PH a service economy more than a producing economy

Industry share of employment, 1960, 1965, 1970-2023 (% of total)
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Unchanging policies of Marcos Jr
administration means unchanged
trajectory of structural decline



Unreformed and naive belief in trickle-down economics and market efficiency

PDP 2023-2028"pillars”/priorities: ST,
1. Accelerating digitalization _

Enhancing connectivity

Prioritizing servicification

Enabling a dynamic innovation system

Harnessing public-private partnerships

Pursuing strong collaboration between national & local governments

o uhAEwWN

A BUSINESS-AS-USUAL AGENDA lacking vision, ambition & boldness to reform the
backward agricultural and increasingly pre-industrial economy

Repeats Philippine Development Plans (PDPs) of last 40 years that fail to grasp the
need for sustained, large-scale and comprehensive govt intervention to direct the
economy towards rapid agricultural & industrial progress
* NB: Relying on market-driven profitability will not transform the economy in the
directions needed — will only result in the economy we already have



Build Better More flagship infra programs concentrated in least poor regions of NCR/CL/ST

Infrastructure flagship spending per region

Region | llocos Region

Region Il Cagayan Valley

CAR

Region Ill Central Luzon,

NCR

Region IV-A CALABARZON
IV-B MIMAROPA

Region V Bicol Region

Region VI Western Visayas
Region VII Central Visayas
Region VIII Eastern Visayas
Region IX Zamboanga Peninsula
Region X Northern Mindanao
Region XI Davao Region
Region XIl SOCCSKSARGEN
Region XIII Caraga,

BARMM

* In the absence of complete regional breakdowns of infrastructure spending, multi-region and nationwide projects were divided equally among their respective identified regional coverage to get an approximation

Source: NEDA, PSA
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Build Build Build and Build Better More infra programs don’t develop agriculture or manufacturing

Public infrastructure spending (Php B, % of GDP) vs.
Agriculture and manufacturing (% of GDP), 2013-2023
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Ayuda programs necessary but selective to just moderate unrest, while abused for political patronage

| 2023GAA__| 2024 GAA

271,348,874 351,239,380

EMERGENCY ASSISTANCE PROGRAMS --

(Php '000)

Protectlve Services for Individuals and Families in Difficult Circumstances 36,818,682 34,269,350

m Ayuda sa Kapos ang Kita Program (AKAP) 26,700,000
Sustainable livelihood program 6,459,304 7,631,091
ST supplementary feeding program 5,200,416 4,084,485
Disaster response and management 4,115,834 3,748,245

WS Residential/non-residential care 3,251,351 2,066,315
m Philippine Food STAMP (Strategic Transfer and Alternative Measures Program) 1,890,000
BGEINEI Quick Response Fund 1,750,000 1,750,000
SN Social welfare for distressed overseas Filipinos and trafficked persons 80,908 74,952
plelE TUPAD (Tulong Panghanapbuhay sa Ating Disadvantaged or Displaced Workers Program) 20,134,195 29,575,088
Fuel Subsidy (to Transport Sector Affected by Rising Fuel Prices, 2023-2024) 3,000,000 2,500,000
G social Protection and Welfare for OFWs Program 10,668,614 2,371,908
T Quick Response Fund 1,000,000 1,000,000
“ Fuel Assistance to Farmers 510,447 510,447
m Cancer assistance fund 500,000 1,250,000
I Quick Response Fund 500,000 500,000



Ayuda programs necessary but selective to just moderate unrest, while abused for political patronage

' 2024

DEITLE 4ps 102,610,480 106,335,880
m Social Pension for Indigent Senior Citizens 25,296,496 49,807,085
DEGI Medical assistance to indigent and financially-incapacitated patients 32,630,649 58,093,566
Rice subsidy 1,790,897 1,692,515
Rice subsidy 884,957 893,693
Rice subsidy 254,787 265,973
Rice subsidy 190,296 237,354
Rice subsidy 199,540 201,631
Rice subsidy 169,705 178,753
Rice subsidy 146,118 163,785
Rice subsidy 13,755 13,520

D/ (RCEF) Rice Competitiveness Enhancement Fund 10,000,000 10,000,000
DI (ACEF) Agricultural Competitiveness Enhancement Fund 1,684,653 1,684,653
SBC (Small Business Corporation) 750,000 1,000,000
MSME Devt Program 736,790 749,091




Renewed over-reliance on debt to drive public spending...

NG outstanding debt, 1986-2024p (Php million, % of GDP)
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... With growing shares of NG revenue going to debt service

NG debt service, 1986-2023 (Php million, % of GDP, % of NG revenues)
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What is to be done? Real world
economics beyond anti-development
textbook free market proposals
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Economic growth and development need to be domestic-oriented and domestically-driven;
global context is weaker growth, trade and investment

Flat global trade in goods Flat/declining global investment
and services since 2008/09 flows since 2008/09

World tradeingoods and services Global FDI inflows, 1970-2022
1970-2021 (% of GDP)
[ uss bition |

%70

Global foreign
UN trade & M direct investment

remains weak

development I}

35
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Meaningful minimum wage hikes (start with restoring lost real value)
Larger emergency assistance programs paced over 1-2 years
Expanded public education, health & housing services

Strategic PH national industrialization policy as focus of devt
With immediate measures to support & protect

I Affordable financing, affordable inputs & land, subsidized
research & devt, skills/training, marketing, fiscal incentives

ii.  Calibrated trade protection & foreign investment regulation
(esp. technology devt, joint ventures)

iii.  Relevant agri & industrial infrastructure

Improve state capacity in regulating and eventually operating water,

NB: Passively complying with US
economic agenda for Indo-Pacific
repeats anti-devt errors of last 40

Short-term measures needed to ;
alleviate social distress 3
1.
2.
But long-term structural policy domestic agriculture & Filipino industry:
reforms to strengthen domestic
economic foundations are critical,
as are measures to make the
economy more equitable and
democratic 3.  Freeland distribution, family living wages
4,
power & transportation facilities
Generic measures necessary but 1. Physical & digital
insufficient, and shouldn’t divert or connectivity
2. Sustainable natural

substitute for real structural reforms

years of globalization
resource mgt, flood mgt



Note: PH policymakers need to update on growing protectionism and deglobalization;
amid geopolitical shifts, nationalist economics is a matter of national security

Practical response to crisis — trade protectionism more dominant among
new state interventions since 2008/09 & particularly since 2020

Number of new interventions implemented each year, Cumulative number of new interventions implemented,
November 2009-2023 November 2009-2024p

Changes innational investment policies, 2003-2021 (5 of totsl)
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3074

1219
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—Protectionist sl iberalising W Protectionist  MLiberalising

Investment restrictions/regulation increasing (and liberalization decreasing) among
new state interventions especially since 2008/09 & particularly since 2020

60+ govts have terminated 405 international investment agreements (l1As),
as of March 2023 — mostly since 2008/09




Democracy is crucial — development
prevented by deeply undemocratic politics

Current policies driven by national and
foreign elites benefiting from status quo



