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I.
ASSESSMENT OF THE ECONOMY
 
Taking together the output of the different sectors of the economy, the region’s overall economic performance during the fourth quarter was fair. 


The Leyte Island was better off this period than the Samar Island. Typhoon Sendang passed Samar Island in November and caused some flooding in Samar. It also caused damage to infrastructure in Northern Samar which was estimated at P32.5 million.  As for the Leyte Island, the wind was not very strong although it caused heavy rains.  In the province of Leyte, damage to crops was estimated at only P315,000.


Despite the storm, production of palay and abaca posted year-on-year increases of 36% and 113%, respectively. Meanwhile, the peso-dollar exchange rate was stable.  The “millenium bug” threat temporarily shook entrepreneurial outlook.


Oil price and transport fares increased significantly and affected all sectors. The unreliability of power service continued to be a problem of the region.  The poor condition/need for repair of several national, provincial and municipal roads was also seen as a major factor affecting the various sectors.

A.
Agricultural Production

Total palay production increased by 36% compared to the same quarter of 1998. Palay production in irrigated areas increased by 87.2% or 41,812 metric tons compared to the previous quarter and 28.5% or 19,926 metric tons compared to Q4-1998. The substantial increase was attributed to adequate amount of rainwater from vegetative to maturing stages and application of fertilizer. Also, area irrigated to rice increased by 4.6%. Production in rainfed areas increased by 59.6% or 19,776 metric tons compared to the same quarter last year due to favorable weather in the Leyte Island.  


All provinces posted increases in total palay production. However, some farmers did not have good harvest. The heavy rains damaged a considerable quantity of palay. For farms in Calbayog City, rats and snail infestation and the typhoon/flood were among the negative factors.  Northern Samar farmers also mentioned rat infestation on seedlings as a major cause of lower harvest. Even for farms which increased production output, farmers were dissatisfied because while prices of inputs were high, farm gate price of palay was generally low compared to year ago.  Harvest during the fourth quarter was generally high in moisture content due to the rainfall and did not pass NFA standards. Moreover, average buying price of palay is about 50% of the selling price of NFA rice and national policy has lowered the price of NFA rice.  These factors contributed to the low buying price of palay by traders from farmers. 


Copra production stood at 111,742 metric tons, 1.6% lower than in the fourth quarter of 1998. The slightly lower production was due to low rainfall in 1998, which had a long- term effect on coconut plantations. The bulk of this quarter’s production came from the province of Leyte (37%), followed by Eastern Samar (29%) and Northern Samar (16%). The expensive transport cost, which was the result of a significant increase in the price of fuel, had a negative effect on profitability. To increase productivity and sustain the industry, coconut traders see the need for government intervention in terms of modern technology, technical assistance in managing production by grades, sustained planting of high yielding varieties, development of high value products from coconut, availability of post-harvest facilities and more farm-to-market roads. On the other hand, a farmer-key informant from Calbayog City perceived the need for a government measure to minimize price monopoly by traders in their area and to increase vigilance against indiscriminate cutting of coconut trees.


Total production of abaca fiber was recorded at 8,262 metric tons which more than doubled the production in Q4-1998. Remarkable increase was noted in Eastern Samar. Total abaca fiber production increased despite the outbreak of pests in abaca plantations in Southern Leyte. The positive performance of the industry was largely a result of government assistance such as pest control, rehabilitation and expansion programs. Also, farmers are encouraged to engage in this industry because of the stable price of fiber at all levels of trading.  There continues to be a high demand for abaca fiber both in the local and international market. Region 8 continues to be the number 1 producer of abaca fiber in the country.  


Corn production decreased by 17.9% compared to the previous quarter and increased by only 5.6% compared to last year. The excessive rainfall during the growing stage has not been beneficial to corn as it spurred the occurrence of pests and diseases. 


Sweet potato or “camote” production stood at 11,257 metric tons (this does not include production from Samar province). Go-Sung Foods, the region’s manufacturer of camote by-products for exports (starch, sweet potato powder), lacks supply of camote for its processing needs. There is a very high demand for its products in the world market.  According to camote producers, they are not encouraged to produce more and sell to Go-Sung Foods because the company’s price offer is low. 


Total fish catch this quarter was 8,105 metric tons, 4.1% lower than in Q4-1998. The decrease was due to unfavorable weather condition brought about by the typhoon. The provinces of Western and Northern Samar shared the big bulk of the decrease in municipal fish catch.  Western Samar also posted a significant decrease in commercial fish catch. 


Demand for chicken meat, based on number of animals slaughtered in abattoirs, increased by 51.9% or 246451 heads. As expected, there has been an influx of imported meat, as well as meat from backyard livestock and poultry because of the holiday season.  


As of the fourth quarter this year, cattle inventory stood at 30,024 heads or a decrease of 3.4% compared to the count during the fourth quarter of 1998. The El Niño effect in 1998 has parched forage, causing downward trend in productivity.  The situation was aggravated by the occurrence of a poisonous grass locally called “hagonoy” in Biliran.  Cattle raisers need government support in terms of long- term loan to upgrade breeders.  They also need more farm-to-market roads connecting different barangays to ease transport of materials. Government must also strengthen drive to eliminate cattle rustlers.  Market demand for beef is said to be high.

 B.
Power

The National Power Corporation (NPC) sold to the region’s electric cooperatives and industries a total of 170,680 MWHs valued at P414.1 million (NPC side).  It sold 163,091 MWHs to Cebu and 887,071MWHs to Luzon.  The decrease was due to the reduction in Philphos’ consumption.  Philphos, one of NPC’s industrial customers, increased its self power generation during the months of November and December.


The various sectors of the economy continued to battle with frequent power interruptions. NORSAMELCO stressed the need for NPC to rehabilitate dilapidated transmission lines to minimize power outages.  It mentioned having experienced frequent power interruptions from the plant side (NPC) which resulted in lesser revenue. SWIFT Foods, Inc., on the other hand, mentioned having damaged compression in storage rooms resulting in shortened storage life. Power problem was worse in Samar island this period because of the typhoon.


According to LEYECO II, NPC’s basic rate increased by P0.079/KWH, resulting in lesser income for the cooperative. 

C.
Investments 

Some key informants expressed that business dynamism weakened during the fourth quarter due to several factors.  These include the dread on the “millennium bug”, oil price increases/transport fare hike, bad roads, unavailability of capital, and the typhoon, minor though it was.  The stable peso-dollar exchange rate served as a mitigating factor to the above.


The Samar Province reported the opening of 143 business establishments, of which 98% were single proprietorship and two percent (2%) corporations/cooperations. For Calbayog City in particular, the opening of two (2) restaurants with a combined number of 15 employees was noted.


Eastern Samar reported the opening of 20 establishments consisting of 8 trading establishments, 11 service establishments and one (1) manufacturing firm. Among the big ones were two (2) transport service providers, two (2) Cable TV/entertainment establishments and one (1) Public Calling Office.


The province of Northern Samar recorded a total of 83 new establishments. Majority were into the provision of various services and wholesale/retail trade. In totality, new establishments had an estimated number of 289 employees hired. Among the big establishments that opened were: a shopping center, a cable TV station, a broadcasting corporation, an appliance center and a supplier of construction materials. 


The province of Leyte had 384 new establishments during this quarter.  Eighty-seven percent (87%) were small-scale businesses.  New businesses opened 1,230 new jobs of which 70% were contributed by small-scale businesses. Businesses providing transport-related services contributed significantly to job generation of the locality. 


Southern Leyte reported the opening of 74 new businesses this quarter.  Six of these businesses had capitalization above half-million pesos.  New businesses opened 153 new jobs.  Among the big businesses that opened were trading firms and accommodation establishments. 


The province of Biliran had 91 new “business names” registered this period. About 70% were retail establishments, mostly small.  Once all these will open, 175 jobs will be generated. 

D.  
Exports


PASAR, one of the region’s biggest exporters, reported a 14.6% increase in export receipts compared to a year ago.  This was due to the increase in the sales receipt from copper cathodes. Currently, the company has a competitor in Indonesia.  


Another exporter, the New Leyte Edible Oil, has expanded its operation.  It started to produce semi-refined coconut oil called “low color oil”.


E.
Tourism

The tourism sector showed a favorable performance revealed by the 18.4% increase in foreign tourists and 10.0% increase in domestic tourists as compared to year ago.  Among the factors that brought in tourists here were the Christmas season, the strong promotional campaigns done by hotels and by government agencies and the celebration of the 55th Leyte Gulf Landing Anniversary. 


The growth of the tourism industry was matched by the continued improvement in transport facilities and services, which eased mobility of domestic and foreign tourists. On the other hand, the “Hotels, Resorts and Restaurant Owners Association” was formed in Southern Leyte this quarter.  This will further boost tourism in the area.

F.
Prices

Contrary to expectation, prices of basic commodities did not escalate during the fourth quarter despite the Christmas season and the Y2k scare.  The major reason for this was the intensive enforcement of trade and industry laws in commercial centers by various local governments, in coordination with the Department of Trade and Industry.  For instance, Samar put up and maintained a 24-hour Hotline and Consumer Welfare Desk to provide on-line information update on the supply and price situation of basic and prime commodities in the province.  This also served as a mechanism to monitor trade violations for immediate action. 

G.
Practical Indicators (Service Sector Indicators)


Telecommunications Service

As of end of December 1999, the total number of subscribed telephone lines reached 77,110 or an increase of 6.7% compared to the previous quarter.  Much of the increase was contributed by the surge in cellular subscriptions totaling 21,720 lines by end of December 1999 or an increase of 21.3% compared to end of September 1999.   The significant increase in cellular phone subscribers was due to the additional “Value Added Services” (Short Message Service) offered by the telephone companies concerned.  The urgent concerns of the industry include: fasttracking the interconnection of BAYAN TEL, ISLACOM and other telephone companies; and full implementation of the Roll-Out-Plan of ISLACOM for Eastern Visayas.


The number of public calling offices continued to increase especially in rural areas. On the other hand, the number of cable TV subscribers decreased by 4.7% compared to last quarter.  Some CATV lines were disconnected due to non-payment of monthly bills by subscribers which reflect that people gave priority to basic needs than entertainment. The availability of Off-Air Broadcast in some municipalities also contributed to the decrease. 


Land Transport Service


Due to the rising prices of gasoline and motor spare parts, people opted to purchase motor vehicles not for private use but for business purposes.  Some private vehicles were also converted into for-hire vehicles.  Moreover, improvement in roads and bridges in the provinces has encouraged people mobility and business transactions across provinces, thus increased the demand for transport services.  This largely explains the tremendous increase in “new” registration of for-hire vehicles from only 42 in Q4-1998 to 1,515 this fourth quarter.  The total number of registered motor vehicles regionwide was 9,558 or an increase of 10.7% compared to year ago.


Sea Transport Service


There was a significant decrease in sea passengers recorded at the Port of Tacloban and Guiuan by 48.1% and 63.5%, respectively.  This was due to the dry docking of MV Reyjumar, which was a regular caller at these ports.


The volume of passengers in the Ormoc Port decreased by 8.8% because of the cancellation of some trips of Supercat ferries (fast craft).  


Additional passenger vessels were observed to dock in the Port of Maasin and in the Liloan Ferry Terminal, thus the increase in passenger traffic in these ports by 9.8% and 5.3%, respectively. 


Finance


Banks exerted greater intensity in their information drive about their Y2k preparedness.  It appeared that despite the Y2k scare, government banks still had the confidence of the public. The Land Bank of the Philippines (LBP) Biliran branch revealed having a good deposit performance.  On the other hand, LBP Catarman exceeded its target loan assistance to farmers in 1999, from P15 million target to P17 million actual. 


Private banks were selective in accommodating loans. The absence of major business activities somehow affected deposit rates.  Some banks introduced new promotional schemes to attract depositors, e.g. “Platinum two-in-one” of the Bank of Philippine Islands. 


Meanwhile, 60% of the stocks of the Westmost Bank in Tacloban City was bought by the United Overseas Bank, one of the largest in Singapore.  Westmont is now under a new name: “United Overseas Bank – Philippines”.


Trade


Some of those in this sector had a hard time during the fourth quarter.  Among their problems were difficulty in obtaining capital from banks, demand for wage increases by the labor sector, low purchasing power of the people and national/local taxes. 


Last November 12-14, the province of Leyte participated in the 10th Philippine Travel Mart and Trade Fair held at the SM Megamall.  The province was able to promote its cottage industry products and other novelty items.


Housing


It is observed that there is an increasing demand for housing being a basic need.  However, it is perceived that requirement on permits and clearances are restrictive.  Limited budget by government also affect delivery of the service by government entities concerned. 

II.
Development Outlook


Positive Prospects:

· Asian Spirit to serve Tacloban-Cebu route (3x a week) starting February 2000

· Eastern Samar Small and Medium Enterprise Development Center soon to be established/operationalized (temporarily at DTI)

· Implementation of the DRIVE program of DTI which supports village level industries with particular attention to coconut sector

· Biliran to host the Eastern Visayas Regional Athletic Meet (EVRAA 2000) in March. Feedback about the island’s scenic wonders will promote domestic tourism

· Opening of Ong’s Commercial Center in Northern Samar soon

· SMART Phone to open in Northern Samar soon

· Radio Station to operate in the Capitol (Northern Samar) soon

· Implementation of farm-to-market roads under the ADB-DA Infra Project will enhance rice production in Southern Leyte, Samar and Eastern Samar

· Construction of Bahay-Pinut-an Road in the Panaon area in Southern Leyte will improve access of government services to far-flung barangays and will facilitate marketing of products 

· Unifish, Inc (manufacturing) to be put up soon in Catbalogan, Samar

· Mussel Processing Plant to operate soon in Jiabong, Samar

· Calbayog City to be served by Philippine Fast Ferry sometime in the future

· Opening of South Samar Coastal Road to Tacloban City will make transportation to the regional center faster and economical especially for the southern municipalities of Eastern Samar.  Status:  some sections (e.g. Basey to Maslog) opened to traffic; 4th package expected to be completed by end of year 2000.  

· Phase II of the Tacloban Airport Development Project will make the facilities of Tacloban Airport conform to international civil aviation standards.  Status:  detailed engineering on-going, construction will follow

· Dev’t of Babatngon Port.  Status:  access road construction on-going

· Rehabilitation of San Juanico Bridge and concreting of road from San Juanico to Calbiga.  Status: 4th bidding

· Celebration of the “First Mass at Limasawa” to boost tourism industry in Southern Leyte

Possible Constraints:

· Increases in price of fuel/oil and other commodities

· BAYAN TEL monthly telephone rates to increase next quarter

III.
Policy Concerns/Recommendations
National Concerns:

1. Lack of funds for the repair of damaged roads and bridges.  

Damaged national roads/bridges in Region 8 for 1998 to 1999 was estimated at P316 million but funds available for restoration is less than 10%.  The condition of roads and bridges deters investments.

2.   Review of NFA pricing policy since this affects the farm gate price of palay.

3. NPC must fast track replacement of dilapidated transmission lines. 

4. A cable system of transport to be considered in Region 8 as an alternative to farm-to-market roads in mountainous areas of the region.

5. Review of policies and regulations on clearances/permits (.i.e. ECC, geo-hazard study, etc.) – to facilitate/fasttrack (instead of inhibit) delivery of housing services as advocated by the present administration without compromising the environment.

Local Concerns:

1. Support to palay farmers:

· Post-harvest facilities

· Fertilizer/pesticides subsidy: current prices are very high despite zero duties.

· Good seeds (not always available)

· Farm implements (grant)

· Cheap capital

2. Support to the coconut industry:

· Development of high value products from coconut

· Sustained planting of high yielding varieties

· Stronger farmers organizations and effective coordination/monitoring by agencies concerned to prevent copra price monopoly in certain areas

3. Review thoroughly the implications of the: 

· Direct connection of large loads to NPC. This will affect viability of coop operations 

· Local taxation policies to electric cooperatives. This affects power rates since these are passed on to consumers)

4. Long-term loans for cattle raisers to upgrade breeders; construction of farm-to-market roads and drive against cattle rustlers







( Report prepared by NEDA through the Regional Statistical Coordination Committee with data obtained from government agencies and RARE survey results; validated during the Roundtable Discussion on March 6, 2000.





This report and back issues are available at our website… ftp://ftp.evis.net.ph/pub/NEDA/QRES
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