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I.  OVERVIEW/ASSESSMENT OF THE ECONOMY


Several positive and negative forces were at play this quarter. Among these were the Christmas season, the availability of flights to Cebu, the energization of additional barangays, the unfavorable peso-dollar exchange rate, political instability of the country and the occurrence of typhoons, among others. 


Despite the struggle, the economy had some improvement. Palay and copra production as well as copra price went up moderately. On the industry side, performance of the exports and power sectors was fair while mineral production was down. As for the service sector, land transport, sea transport and telecommunications performed fairly well although tourism, air transport and banking sectors had rough sailing.  However, the business climate has improved compared to last year evidenced by a significant increase in the number of actual and planned investments. 


Two establishments were reported closed this period. Total count of retrenched workers totaled 26, significantly below the number reported in the fourth quarter 2000 (51 workers) and that of the previous quarter (87 workers).  


Inflation rate stood at 6.5%.

A.        Agricultural Production


Palay production in Eastern Visayas for the fourth quarter of 2001 stood at 169,931 metric tons (MT), a growth rate of 17.2% in comparison to the same quarter of year 2000.  The positive factors were: a) increase in area harvested as more diversion canal systems were in operation in Southern Leyte; b) expansion of the Bito Irrigation System in Leyte; c) increase in fertilizer usage due to the availment of the Department of Agriculture-National Food Authority 50% price reduction scheme and d) adequate rainfall for the normal growth of the crop.  The constraints reported by farmers were: a) bad weather during harvest period which resulted to poor quality of palay; b) Malaysian Rice Black Bug (Southern Leyte); c) destruction of irrigation facilities by the typhoons; d) the high cost of pesticides and fertilizers and e) lack of capital. The provinces with highest production volumes were: Leyte with 92,056 MT, Southern Leyte with 23,319 MT and Samar with 20,003 MT. It was reported that palay price during the first month of the quarter was good. 


Copra production increased by 9.4% compared to a year ago. The prevailing price of copra this quarter was higher than in the past several months.  For copra “resicada” (high quality), price ranged from P6.60 to P8.80 per kilo while for “pasa” (lower quality copra) price ranged from P4.90 to P6.90 per kilo. 


Corn production this quarter grossed 11,358 metric tons, a slight increase of 1.4% compared to a year ago.  The positive factors were fewer occurrences of pests and diseases and increased fertilizer utilization.


Production of abaca fiber declined by 2.8%. Abaca prices and demand were observed to be poor as well, attributed to global economic crisis leaving lots of stocks  in the world market. 


The holiday season caused hogs and chicken meat consumption to rise by 7.8% and 34.4%, respectively.  The significant increase in chicken demand slightly outpaced production leaving chicken inventory lower by 3.2% in comparison to the fourth quarter of 2000.  With regard to livestock, producers had difficulty over the high cost of electricity, labor, feeds and additive and the low market value for the commodity.  Allegedly, the price of hog is dictated by buyers and buyers prefer hogs coming from other regions


Fish production maintained its upward trend. Fish catch in commercial, municipal and aquaculture had a combined total of 19,248 metric tons, 9.9% higher than a year ago.

B.
Power


Energy sales out of the region’s geothermal plants reached approximately 1,218 gigawatt-hours, a meager increase of 0.6% compared to the output in the year past. Sales to Luzon declined due to the shutdown of HVDC link to Luzon for four days as part of an annual preventive maintenance.


As of end of 2001, some 3,043 barangays had electricity and 354,360 households had electric connections. This meant that since the end of 2000 or a span of one year, 122 additional barangays were energized and 15,376 new households had electric connections. During the fourth quarter of 2001 alone, some barangays in Leyte District II and in Samar were energized as part of a national project being implemented by the Philippine National Oil Company.  


There were more power interruptions experienced this quarter regionwide than a year ago. The highest frequency was recorded in Southern Leyte Electric Cooperative (SOLECO) covered areas totaling 334 interruptions most of which originated from the NPC Plants.  However, power interruptions this quarter were of shorter duration. The combined duration of power interruptions region wide decreased by 27%.

C. Mineral Production


Production of sand and gravel declined by 82.9% while that of hydrated lime declined by 54.7% compared to the fourth quarter of 2000.  Significant decline in sales of these goods was observed as well.  The decreases were attributed to un-renewed sand and gravel permits and lack of market demand for both products.  Demand for sand and gravel was low due to the slowing down of the construction sector.

D.
Investments 
Small-Medium Enterprises (SMEs)

            The business community seemed more optimistic this quarter than in quarters past. Number of business names registration totaled 1,252 which was 82.2% more than what was recorded a year ago and 5.7% more than that of the previous quarter. 

            The provinces with more number of BNRs were Leyte with 660, Samar with 211, Southern Leyte with 168 and Northern Samar with 128. Meanwhile, Eastern Samar had 78 while Biliran had 7.  

Construction/Housing


The number of residential buildings constructed through PAG-IBIG financing lowered by 3.4% compared to the quarter a year ago. Total for the quarter reached only 84 which was 25% less than in the previous quarter.  


Construction during the quarter was generally slack due to the high cost of cement and the wet season. With regard to private construction, a key informant reported that most of these were financed through the earnings of Overseas Filipino Workers.   


E.  
Exports/Manufacturing


PASAR reported high production volume and better quality products. However, low copper prices and high acid disposal cost were problems that confronted this major exporter.


On the other hand, the Bureau of Customs reported a decline in export receipts. 

F.
Tourism

The terrorist problem of the country was a big challenge to the tourism industry this quarter. Big hotels reported bleak prospects in the international scene hence, they focused their efforts on the domestic market. Thus, a preliminary count of domestic tourist arrival showed a 26.7% increase. 


The Christmas season, national/local events and domestic tourists helped keep the tourism industry afloat. The hosting of the national Boys Scout Jamboree and the Leyte Gulf Landings celebration were among the major events that beefed up the sector this quarter. 


The problems encountered by hotel establishments included the following: high cost of electricity, high food prices, robbery along highways and difficulty in collecting payment from government agencies. 

G. Prices


The region’s commodity price increases decelerated a bit, from last quarter’s inflation rate of 7.5% down to 6.5% this quarter.  


The following items posted significantly higher price increases: services (8.7%), fuel, light and water, and housing and repair.  Food posted a moderate increase of 6.6%.  In Tacloban City, prices of fish, milk products and banana went up significantly. However, other fruits (imported or coming from other regions) became more abundant and were sold at more affordable prices than before.  

H. Practical Indicators

Telecommunications Service


As of end of 2001, there were 125,646 installed telephone lines, still much above the number of subscribed lines.  The number of landline subscription stood at 57,694 a growth rate of 66.1% over the level as of end of 2000 but slightly lower than the previous quarter.  Landline subscription in Samar lowered due to expansion programs of cellular operators (SMART and GLOBE). Additional cell sites were installed in the province.  The increasing number of cell site stations in the region which enabled nearby municipalities to receive cellular signal resulted to the closure of some public calling offices.


With regard to interconnectivity, modern technology is available. The region, however, is not able to tap this facility fully since it is very expensive at the moment (e.g. leased lines for Internet Connection from Manila costs so much, hence internet fees in Region 8 is not affordable to ordinary people).

Air Transport Service


The combined volume of airline passengers in the region’s three airports was moderately lower than the volume recorded in the previous quarters.  This was attributed to economic effects, suspension of Air Philippines flights in October, high airfares and additional charge of P300/ticket as insurance fee.


Seair, an airline company, started to provide regular flights to Cebu this quarter.

Land Transport Service


The number of motor vehicles registered for the quarter was 10.1% higher compared to the fourth quarter of 2000.  Significant growth rates were seen in new private vehicle registrations (42.7%) and renewal of registration of for-hire vehicles (16.3%). New for-hire motor vehicles registered also posted a significant growth of 12.3%.  One of the positive developments in this sector was the opening of registration of vans for short routes. In the past, vans were allowed to operate in longer routes only.  On the other hand, the increasing trend in motor vehicle registration, while it facilitates trade and commerce, spells out greater attention needed to traffic problems in the region’s urban centers.  

Sea Transport Service


Despite the occurrence of typhoons in October and December which caused the cancellation of boat trips, the effect of the passenger season prevailed. The combined volume of sea passengers in the various seaports was higher by 5.6% compared to a year ago. The volume of passengers in the Palompon Port was higher by 39% compared to a year ago due to the operation of Lakbayan Uno this year.  The resumption of operation at the San Isidro Ferry Terminal resulted in fewer shipcalls at the Alpha PSEI terminal in Dapdap, Allen thus, the lower passenger volume in the latter. 


The combined volume of sea cargoes shipped through the various ports increased by 21%. But an arrastre service company in Calbayog City reported less transactions and poor profit. 

Finance


The Development Bank of the Philippines, a government bank, reported good deposit performance. The bank also reported credit expansion and low gross rate of interest for loans. Salary loans were also released to local government and agency personnel in different DBP branches.


But for private banks, the economic, political and peace and order climate were said to be unfavorable to growth.  Banks coped with the community needs by making changes in some of their policies and products.  


Meanwhile, there is a growing clamor for more Automated Teller Machine (ATM) outlets for Land Bank and DBP customers.  


With regard to cooperatives, the dole-out attitude of members was identified as a constraint.  

Trade 


Some wholesalers/retailers reported good sales due to the Christmas season and unexpected monetary benefits received by government personnel.

Peace and Order


Total crime volume totaled 756 incidents, lower by 1.0% compared to a year ago.  However, incidence of index crimes (crimes against person and property, e.g. murder, homicide, physical injury, rape, robbery and theft) was higher by 19.5% compared to the fourth quarter of 2000.
II. Future Outlook


Positive Prospects:

· Lifting of the hiring ban in government

· Commemorative celebration of Limasawa Island in Southern Leyte

· Opening of Chowking and MacDonald Food Outlets in Tacloban City

· Forthcoming barangay election

· Hosting of eco-tourism congress in Tacloban City in April which coincides with the celebration of year 2002 as International Year of Eco-Tourism and as International Year of the Mountain

· Opening of the Leyte Nature Trail (from Lake Danao in Ormoc City to end in Lake Mahagnao in Burauen, Leyte)

Possible Constraints:

· Forecasted occurrence of El Niño in the second quarter of 2002

· Peace and order problem

III.
Policy Concerns/Recommendations
National: 

1. Adopt programs to counteract the negative publicity about the country

2. Forecasted drought

3. Utilization of sulfuric acid: there is right now an excess supply of this by-product of PASAR. 

Local:  

1. Agencies concerned should follow-up and explain/clarify issues raised by Quick Survey key informants (field level).  Among the issues/concerns that are repeatedly raised are: discounts on farm inputs, certified seeds, loans, palay price support and supply of imported rice.

2. Investment programs/promotion for abaca should be pushed.

3. Create task force to address rice smuggling (discuss this at the Economic Development Committee of the RDC).

4. Intensify information dissemination of the Department of Agriculture’s program on the prevention of animal diseases.

5. The Department of Trade and Industry (DTI) should regulate prices of pesticides & fertilizers.

6. Banks should be more facilitative to enable people at the bottom to avail of loans.

7. Encourage local governments/banks to give more business incentives (tax incentives/tax cuts, permits). This will also give impetus to credit expansion in the banking sector.

8. Adopt program to promote Eastern Visayas as a tourist destination.

9. Create climate/provide incentives that will encourage the private sector to improve tourist facilities. 

10. Cooperatives should adopt/implement clear-cut policies to address the problem of members being interested only in borrowing but not in paying back their loans

11.  The concept of Power Purchase Adjustment (PPA) is not fully understood. There should be a forum where PPA is explained in layman terms. 

12.  Explore the possibility of an Internet Center in Region 8 providing leased lines to provinces. At the moment, provinces get their lines from Manila which is very expensive.

13.  Government agencies should promptly settle their bills with hotels. 

14.  Address the issue of red tape in ports/pier. 

15. Provide comfort rooms/rest stops for long distance routes/land trips.  This may be managed by local government units.

16.   The Leyte Metropolitan Water District (LMWD) should provide sufficient water to the Tacloban Airport.

( Report prepared by NEDA based on data obtained from government agencies and Quick Survey results; validated during the Roundtable Discussion on February 28, 2002.
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