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EARNINGS SOAR FOR US. OIL FIRMS

While the world blamed OPEC for causing downstream margins for those with
inflation and the balance of payments extensive foreign interests, in parti-
crises as result of its jacking up' cular, the five US-based internationals
prices of crude oil, US oil companies whose aggregate net income reached
continued to garner profits. In 1979, $11.28 B, presenting a 69% increase
these earnings swung sharply higher by from 1978, At this level, aggregate
some 65% on the average. Much of the profits were 45% higher than those
increment stemmed from the recovery during the 1974 peak year.

i

Last year's gains by the majors (i.e.

US COMPANIES: NET INCOME Exxon, Gulf 0il, Mobil, Socal, and Te-

Million dollars o

: P FSSARE = xacs) ranged from 55% for Exxon to
1978 r) 1979 change 1978 1) 1979 change 106% for Texaco. (See table )

Exxon 853.0 136500+ 60 27630 42950 . + 55

Gulf Ol 220 3660+ 54 785.0 13220 + 68

Mobil 315.0 410 + M2 13t 20100 + 78

So(Cal 316.0 540 + 66 1089.0  1785.0 + 64 .

Texaco W3 S330 + 63 8525 17390 +106 From among the twelve other oil compa-
Total, majors 20493 33299 + 62 66205 1I7L1 + 69 nies, Atlantic Richfield, Phillips,

Shell 0il, Standard (Ohio) had earnings

Amcrada Hess 416 156.9 4277 138.9 507.1 +2h5 . .

Atlantic Richtield W6 M0+ 54 843 11659 + 45 beyond the $1 billion mark. Runners-up

Cities Service 54.2 1062 + 9 202.5 L T ) 3 Y

Conoco 155.2 190.7  + 23 $13 8154+ 81 pey Phllllps, Petroleum, .‘Conoco, %un

Getty Ol 015 1826 + 8 I M+ 8 Co., Getty 0il, Amerada Hess, and Union

Marathon Oil 73.9 43 -2 25.2 232 + 44 .

Phulhips Petroleum 2.5 6.5 + 10 718.1 8911+ 24 | 0il °

Shell Oif 1923 B2 + 72 8136 11300 + 19 |

Standard {Indiana) 216.7 3687 + 70 1076.4 150606  + 40

Standard Oho) 1645 4510 +17%4 6502 11861 +163

Sun Co 107.6 229  +107 414.7 6999 + 49 5 § %

Union Oil 1238 © 1523 + 23 323 506+ 0 For the majors, available figures of
Total, others 17334 28663 + 65 6007.6  9677.8 + 61 income by sources suggest that foreign
Grand total 3m27 6196.2 + 64 12628.1 208489 + 45 = .

S S oil and gas operations account for as

1) Restated where appropriate. much as $3.5 billion out of the to-

Petrolcum Ecomamiss.. Maseh.1980 tal rise of $u:5 bllllpn°

(Petroleum Economist, March 1980)

The SITUATIONER .is a bi-monthly synthesis of news gathered from the
Philippines' major newspapers and the international news magazines
to facilitate trend analysis in current politico-economic and social
developments here and abroad. The SITUATIONER is produced by the
Research Office of the National Secretariat of Social Action, Justice
and Peace, 2655 F.B. Harrison, Pasay City, Philippines. Subscription
rates: P24 for domestic; $8 for overseas (to cover cost and postage.)
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I. GENERAL ECCNOMIC SITUATIONER

RP: has hlghest inflation rate in Asiae == The International Monetary
Fund (IMF) said that the Philippines regletered the highest rate of
congumer pr1co 1ncrease in 1979 at 22, 5 %a

It was Tollowed by Korea with 17.9%, China with 12%, Pakistan w1th
11,5%, and Thailand with 11.1%. (BT, 25 Jan 80). The President
denied the report. (8T, 28 Jan 80)

'ECONOMIC INDICATORS -

979 1978 % _change
Balance of payments deficit $570 M 354 M ~90.52
Balance of trade deficit $1.76M
Qutstanding foreign debt =~ $9.62B -~ $ 8 B .,.g;..-16g6gxa;//

(cB/ BD, 7 Jan 80).

Inflatioﬁ at 23.7%. == A Central Bank report indicates:that consumer
prices in Metro Manila increascd by 23.7% in January, brlnglng the
peso value to 7°"1 centavese (TJ, 26 reb 80) :

CB to chungc basc yecar. =-- Central Bank sources say that the base
year used in CB indices will be changed from 1972 to 1978 as the
former is no longer ngllstICo(TJ, 26 Feb 80)

75% of . product price goes to narketlng. - Dante Santos,:preéident
and gencral manager of the Philippine Appliance Corps. (Philacor).
attests that 75% of what a consumer pays for a grocery product is
.for marketing aloneca (BD 27 Feb: 80)

.-Gas prices go up by 50p° -~The JOlnt Cabinet-NEDA board decided to
increase gabollnu (prcnlum, regular and aviation gas) prices by 50%
and other oil products such as keroscne, industrial fuel and diesel
‘by 36% from their prcsent levels. The hike was made effective on’
.8 Feb. 80, ! o : '

Only gasoline products were uubgected to new spec1f1c taxes. (BD,
8 Feb 80)

Subsequent to the hike in o0il prices was a 20% increase in Jeepney
and bus fares effective 21 Feb 80. (BT, 21 Feb 80)

Prices of basics frozene. =-- Frozen for ‘three months starting February,
according to the president's directive,are the prices of rice, corn
¢rits, canncd milk, c¢anned mackerel and sardlne¢, pork cuts, poultry
eggs, cooking oil, ; s

Peso remains stablc vse. dollar. =-- Despite the country's big balance

of payments deficit, the Philippine peso remalned stable agalnst the
US dollar last yU(..l.o : . v

Central Bank - utatlutlcs ‘show thﬁt the peso exchange rate aveéraged at
$703775 last year, down by only 0.16 percent from the 1978 average of
P7.3658.
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The relative stability of the peso is due to the country's appreciable
level of international rcserves and the depreciation of the dollar
against the deutschemark and other major European currencies. (1J,

5 Jan 80)

Gov't to cut peso-dollar ties, =-- Finance Minister Cesar Virata: con-
firmed reports that the government plans to break the peso~dollar
link amid feafs that such a move may subject the Philippine peso
to further devaluation. '

The alternative plan would be to price the peso based on a '"basket!"
of several foreign currencies which would bc composed of the dollar,
the yen, and the German deutschemark. The switch could result in

a more stable local- currency in the long run as fluctuations in the

foreign currencies are expected to be less wild tham the US dollar.

(DE, 9 Jan 80)

NEDA cuts GNP target to 6%. =--The National Economic and Development
Authority has scaled down the economic growth target this year to
6.0% in real terms, lower than thé 7.5% eyed in the five-year- deve-
lopment plan and the 6.5% which Director General Gerardo Sicat ear-
lier forecast. Lo -

Sicat explained that the 36 per barrel increase in tie price of crude
was the main rcecason for the reduction in the economic growth target
for 1980, (BT, 3 Jan 80)

CB submits program to; IMF. -- The Central Bank has outlined the
country'!s financial program for 1980 in connection with the govern-
ment's request for a new.threc~year standby facility amounting to

410 million special drawing rights or SDRs (equivalent to $533 million).

The key elements of the program include the maintenance of "prudent
domestic demand management policies, efforts to increase domestic
resource mobilization, and a number of measures designed to strengthen
‘the .balance of payments position.'", e

The program intendé to cut down the balance of payments deficit which
has been estimated by the IMF to have reached $575 million in 1979,

.The gavernment would also put additional emphasis on diversification

of exports and reducing dependence on imported oil., Other steps will
include reduction of protection to industries in order to open
import-substitution industries to the test of external competition

and to encourage labor-intensive and domestic resource-based industries,

The CB also committed to maintain its policy of regulating external
borrowing on commercial terms in order to ensurc a manageable flow
of debt service, payments in future years. Thc IMF, however, has
allowed an increase in the country's .commercial loan céiling from
#$975 million last year to $1.2 billion this year. B

After the Philippines completed in 1978 a threc-yecar economic. program
under the IMF's extended fund facility, she was granted in 1979 a
standby arrangement to support the financial program for that year.
In IMF's evaluation, the Philippines met the performance criteria
under the standby arrangement. (BT, 3 Jan 80)
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3 sectors spurrcd RP's growthe ~-Agriculture, construction, and
manpower~based scrvices were the sources of the cconomy's strength
curing the past decadee

Despite the setbacks ,ufferod by the sugar industry in the. nlo-decade,
the agrlcultural sector made ‘impressive, though erratlc, galnu. The
green - revolutlon in the rice industry, the rise of the banana indus=-
try as a ‘significant forulgn cexchange Larner, and the strlocs in

fish and meat prouuctlon were among the many glgnlfxcant galng nade
by agriculturec,

The aonstruction industry cushioned the impact of the long recession
that bugged the economy throughout the decade, Construction spending

moderated the recession that set in after the initial shock of the
0il crisiss

Manpower services which include professional anc personal services,
like tourism, export services, and flnance,’——huretofor har»ly
discussed as an economic potential -- were harnessed effectively
as "income earners!.(DE, 2 Jan 80) -

II. TRADE
wmemimeniee . PHILIPPINE EXPORTS AND IMPORTS - I —
- 1979 o \
e Value( ¥million) - %
I. EXPORTS. ... . ... .. _. . ..3s280  100%
Non-traditional m@hufactheé:“,j":EﬁﬁglEL ' 25,83
garments ‘ 253,59 6.70
. electric and electric cquipq . - -
ment & parts R 105. 69:> S - 2.80
textile yarns & fabrics _ﬁ,v68 0. |, _— . 1,80
wood manufactures . L 58,37 1.5k
furniture & fixtures 54,85 ’ 1. 45
chenicals » ,;.54931 o T 1,43
machincries & transport o 53 14 . . 1.L40
nonmetallic mineral manuf. 30,86 o .81
‘Coconut products 943,24 24,95
coconut o0il - 675.56 - o 17.87
copra . 114,61 . . 3.03
degiccated coconut ( ... 88,18 _ o 2.33
fMineral products L ’ I 594, 33 - 15,72
copper concentrates 37339 c 9,88
gold | 112049 2,30
“Forest products = S 468.7 o T 12,400
‘Fruits & vegetables : : 266.6 Cl 7.05
Sugar products 228,81 T 6,05
Nontradltlonal unmunufactured
T product ‘eg. rice . - 1364.39 R - 3,60
J‘_ Marlne products : - 87.01 IR 2.30
‘Unmanufactured tobacco : © 3095 0 o .82
Abaca fibers e S 27418 : ‘ e 72

\\\7 Petrolcum products 21,67 057 4/)
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==================================================== - -5
(11. mMPORTS 5,540 ‘\\
Producer - goods 5,280 95,30
semi-processcd raw mat. 2,600 (approx) 46.93
unprocessed raw mat, 1,670 " 30,14
machinery & equipment 778.22 ' 14,05
supplies . 224,138 4,05
Consumer goods 259,67 L,69
I1I. BALANCE OF TRADE -1,760 -
IV, BALANCE OF PAYMENTS -570,.29 -

/

TR S T T T Y T T T Y T T e T T T T T T T T I T T I T I I T T Y

(BD, 29 Jan 80)
CB Report

Coconut firms top list of exporterse =--Holding 31.77% of total
sales by the 100 top leading exporters, coconut procducts earned
P3,850M to place Legaspi 0Oil, Granexport, Lu Do & Lu Yu, and
Southern Islands Oil in the list of the ten largest exporters in

1978.

The top ten commodities exported were coconut products, copper
and copper concentrates, logs and lumber, construction services,
garments, bananas, sintered iron ore, gold pineapples, and cement.

//- THE TEN LARGEST EXPORTERS IN 1978 \\
' (sales in thousand pesos) : :
1. Atlas Consolidated Mining . ; -
' and Development Corp. 1,475,029
2. Legaspi 0il Co., Inc. ' 711,592
3. Granexport Manufacturing Corp. 640,924
4, Lu Do & Lu Ym.Corp. 526,240
5. Marcopper Mining Corp. 520,311
" 6. Marinduque Mining and Incustrial
Corporation o 518,470
7 Philippine International Trading
Corporation k74,803
8. Philex Mining Corp. 445,116
" 9, Philippine Sinter Corp. L1kh,516
\\ 10, Southern Is. Oil Mill Corpe 379,6721,,1J/

SOURCE = Financial statements, BD survey
BD, 14 Jan 80

Declining export prices seen. =-hA study by the Chamber of Agricul-
ture and Natural Resources of the Philippines shows that the country's
major export products will continue to experience a decline in prices
in the world markect. “ '

Coconut products, for instance, face serious competition from corn and
soybeans. Other major factors cited were the recent US grain embargo
imposed on the USSR, the high costs of credit in the US, and the rising
costs of freight rates. (TJ, 26 Feb. 80)
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RP exports to US will incrcase, =--The senior vice president of the
United California Bagnk, Dr, Raymond Jallow, said that Philippine ex=-
ports to the US are. forecast to approach $1.8 billion, an increase of
22% over 1979, A major facth cqntrlbutlng to the increased volune
of cxports is the new RP-US trade agreement which removed duties from
coconut oil, copra, mahogany, copper ore and hard cordage fiber, he
said. (BT, 29 Jan 80)

Rationale for US tracde. =~=-Clarence Brown, vice chairman of a mission
from the US Congress joint economic committee said that "in the past,
our broad- bascc domcstic economy made it unneccssary for US business-
men to bewaggrcu51vg‘about,overueab narkets "But if oil and other
needed imports are to be fina@ped without reducing American living
standards, we must increase carnings on sales and investmnentgs abroad."
(BD, 8 Jan 80)

III, FOREIGN' 4ID iND LOANS

RP_foreign deht is-$ 9 6=B ¢ =--The Philippines'. foreign debt .in 1979
rose by 20% .to recach $9.6 billion, Central Bank’ Gove?ﬁof Licarﬁg re-
ported. Of the total 53% or. $5.1 billion was 1n loans granted by
foreign lenders to the rhilippine governncntg This amount does not
include CBLS'own~borrowing5'of $ 395-million.

Lo

The prlvgte oector took tho smallcr Shurb of 43 % or wé bllllono'

‘v

R - PHILIPPINE FINANCIAL POSITION IN THE FUND i
//i e -%A, of Nov, 30, 1979) o »a=-*'"~\
Quota -oDR °1O nllllona The }hlllpplncg has ag-- v

reed to the proposed maximum quota under
the seventh review of SDR.315 million.
Use of fund Total outstanding purchases under the various -
resourcess: . fund.facilities are as followa.

. . . B A S nwn e e e e e e e et om0 e et m

vox

regular tranchcsbeooomeﬁocpqaVSDI 91.2M
Extended Fund FacilitYeoeoesoo SDR217,OM
Compensatory financing .
. , S ‘ faCllltyooccoooowsUR 81 7M
ah L 0il. faclllty (1975)00,06,,,,,fSDR1°o 9M
S Y ,Duffor stock. financing . L .
. fa0111ty..poeooa,SDR 36, 1M '
SDR position Net cummulative allocations amount to SD“
& o o 1363 nllllon° Holdings amount to SDR 25 6 .
: 4+ - - .. ...million. or 34 9 percent of net cunnulatlvek o
. i - -0, @allocations.- - The Phlllpplneg w111“g¢q01ve: ,f
further allocations of SDR 22 million on ;;‘:
Jan. 1, 1980 and 1981, L

T B DY

VaeoaUl Ll Locontinued. L
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o Y L . . . -

'// Gold Distribution: Received 99.491 thousand fine \
ounces of gold in the first
three phases.. Received profits
amounting to US$14.5 million

in the first threce distributiong

ST DU S, SN W

Trust fund: Received loans totaling SDR
64.2 million for the first.
period and has qualified for
Trust - Fund loans in the se-
cond period estimated to amount
to SDR. 70 million of which SIDR
47 million has already beecn

\ distursed. : . )

All amounts are expressed in special drawing rights (SDRs). The
current conversion rate between the SDR and the US dollar is appro=-
ximately 1 SDR for $1.3. (Source: BT, 3 Jan 80) o

20% debt ceiling retained. =-The Cecntral Bank will retain the 20 |,
percent ceiling in its foreign borrowings, a figure described as
congervative by some nionetary and economic officials.

The debt ceiling pegs the amount of foreign borrowings durihg the .
year to 20 percent of the cxport earnings in the previous year.

Critics of the 20 percecnt-ceiling have said that this self-imposed
limit had restricted efforts to generate more funds to finance large-~
scale industrial projects. It was. pointed out that other developing
countries in Asia do not have similar debt ceiling policies. Others
have much higher forcign debt ceilings, while others do not have
ceilings at all, :

Licaros explained that "it is unhealthy to always change the terms
of reference" in foreign borrowings. (DE, 9 Jan 80)

RP to received WB loan (again). -=Industry Minister Roberto Ongpin
disclosed that the Philippines will receive a $400 million loan
package from the World Bank this years.

Of the loan package, $200 million will be in the form of a program loan,
which the government may use to finance any project. The loan

is part of a $1 billion official development assistance (ODA) ecar=-
marked for the Philippines by international financing institutions

and industrialiged donor countries.

The terms of the loans, Ongpin said, will still be negotiated. This
is the first time that the Bank has agreed to such a concept of a
program wherein a borrowing country can use the loan to finance any
program or project. (DE, 11 Jan 80)

Foreign banks cxtend loan to CB. =--Eighteen international banks,
10 of them thc biggest in the United States, have committed $180
million for the first Eurodollar loan raiscd by the Central Bank of
the Philippines. this year,
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Industry and.Finance

The "club loan', which is considercd to be an innovation by the Central
Bank, was workod .out by the CB and its agent, Manufacturers Hanover
Trust of New Yor&,, Those banks with which the CB "had close relation-
ships" in the past werec appwoéohea for the loans. They include:
Mantrust, Chemical Bank, Crocker National Bank, Morgan Guaranty Trust,
Dankers Trust, C1t1bﬁnh, 3ank of Angrlca, Security Facific National
Bank, Chase Manhattan, F First National Dank of Chlcago, Hongkong and
Shanghai Banking Corp., Barclays Bank, Bank of Nova Scotia, Drcsdner
Dank, Toronto Dominion Bank, Lloy-ds DBank International Ltd., Banque
Nationale de Paris and Societe Gencrale. (BT, 27 Jan 80)

R to get $126M f:{@(IMF; ~= The Philippines'has‘obtained an equi-
valent of $i26.7K fron the Interrational Monetary Fund under its
compensatcry financing facility (CFF) to compensate for the export

shortfall recorded by the Phillpplncs in 1978 when prices of sugar
and copper fell sharply.

The government is also seeking another $533 million in two-year standby
credit to finance anticipatcd balance of payments shortfalls in 1980
and 1981, (BT, 17 Feb Boy =

©12M from W3 for Iloilo anxl projectes == The loans will finance an
agriculture rult;»cropglng pro Ject Kgbusugan sa Kaumahan, a self-

sufficiency program to incrcasc- the productlon of rice, feedgrains,
and_vegetables. _ (40, 29 ¥eb 20): »

32,9% of ADB lcans <o @griculture. == Of the total $1:25:billion
the ADB disbursed in.lendings in 1979, 32,9% went to.loans. for
agriculture and agreo-industries. .Twenty-six per cent went to loans
to ‘the onergy:'sector. et R P :

IV. INDUSTRY AND rIT\IhN’“‘

v i

Sy
PR S

Gevernment's :‘industrial policy.. =~-Industry Minister Roberto Ongpin
announced that as a result of increased oil prices and the resulting
inflation which'made 1979 a "difficult year'" for Philippinc industry,
the country will follow an industrial policy that will:

: . . S : I o
~accelerate implementation of industrial projects
~organize export promotion efforts
-rationalize incustry

The World Bank had earlier nointed ous t7. * Philippineg ‘industry” 7

was besicged by tendencies towards-protectionisn,. crcessive focus on

domestic markets, defects in the incentive system, lack of. cost
competitiveness awgg.cumbcr sote export adminis trative systene

The government is thus launchlng an antl-protectlonlgt progran‘”"'”

that will include the following:. o .

1. Intrcduction of a tariff reform which
will cause a gradual and orderly but
significant recduction.
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2. Review of list of overcrowded industries
to eventually reduce the list from 33
industries to 1less than 10 ,

3. Launching of an industry-by-incustry
review with the aim of developing
a more nodern and more competitive
industry. '

L., Incrcasaed emphasis on the developrnent
of small industries.

5. icceleration of the industry dispersal
progranm by cncouraging the private sec-
tor to locatec operations outside the
netropolitan arca.

(DE, 1 Jan 80) :

. : CLPITLL MOVEMENTS : —
1978 1979 %change
I. CAPITAL RECEIPTS _ $3,940m
govt foreign borrowings 5894, 32m 1,070m 160 41
private foreign " 856.13m 731.17m  (14.6)
direct foreign investment135.93m C 157.79m 13.85
II.,. DISBURSEMENTS 2,750m
debt payments(govit) Noao. Lo5, 42 -
debt payments(private) Ne ae 685,55 -
withdrawals of foreign
N investments 20.52m 85.07m 75.88
~investments abroad by ' ' . ,
Phil. entities 13.76m 40, 83m 66, 30
\ 111 NET CLPITALL INFLOWS 716.02m 729, 85m 1,93

CB Statistics

Withcrawals of foreign investments up 75.88%. —=-Withdrawalsof
foreign investments reached,$85.07M or four times the $20.52 million
in 1978, The CO also reported that investments abroad by Philippine
entities almost tripleds (3D, 30 Jan 80)

Direct forcign investments at $1.17 Be. ==The Central 3ank reported
that direct foreign cquity investments has reached $1.17 billion as
of 30 Sept 1979. (See table next page)




THE SITUATIONER PR
Jan.-Feb. 1980 page 9
ECONOMIC SECTOR : Industry and Finance

(/t“ ‘ THE“BIGGESTMINVESTbRS‘ ..An.%w \i\ ““f{
e ) A %
/7Unitad stateSooeeoooo:ceonao$604»7M 51
“ﬂJap&nomeduboetbbmoeboaboobda'228; M 19
Hong Kongochonwbuoeoeeueeoaa }57 wM . 4 87

Canadaooseaooon&ooooaooueuoo 57 M 4 87
Unitcad Kingdomobpooeoodooune 42°7M 3064

sWitZerlandbé.oeoooonuapooeoo 3705»’1 3020 :

INVESTMENTS BY INDUSTRY

B RIS B P"vfManufaCturlngo 000000900 ; ove. ; ° $6261“f oo 529 79{)’ ;~v~~~»:~ ;
~4efi - Banks and other flnan01a1 Ll e O
VL I . institutioNeeecees 227M . C19%, R
: PR B f“Miningoouonaooooanooooooocec 14&h LA 12 2% ' .jhshﬂ

i Corﬂme;rceo'ooooonoooooooeooqbe 72 ll’M 616% /
(BT 23 °Fe 80)

. FM rcjects nationalization of industries. --President Marcos rejected
" the idea of nationalizlRg  industries and said he stood four-squarc
behind the frece cntcrprlag system. ' He' declared that the proposed:
nationalization of industriecs would pose a threat ‘to the &conomy,

(B T,:29 ;dn, 80)

v,

Un1b nklng Justlfl Ge ' == Chairman of the Cc¢ntral Bank commiittee ' .
on banking. reforms, Armand Fabella, justified unlbanllng by saying
that it is nore 1mportant for the écanomy to allom,vome banks to .grow
big ‘and powerful than to maintain the status quo and suffer” Uhortagos
in funds. He stressed that any bank should be allowed 'to ‘do any

type of function to .enhance fairer conpetltlon° Fabella also admitted
the . 1nev1tab111ty of some bankS galnlng economlc powero- (IJ,MBEeb-BO)

The main objectiveu'for”thé adoptidn’of UKivefSaL:bankingfié5to in-
crease the supply of mcdium and long terri funds in the financial
systena The sybten allows banking Lnstltutlons, particularly conmer-
cial banks, to engagc' in’ underwrltnng debt "and equlty ivsucq and

to 1nvest in non—banklng relatcd enterpr1aos°"

NThe Central Bank approved the ﬁyotoh in prlnclplc on 13 Jan 1980 ‘upon
consultation with the International Monectary Fumnd - (BT,13 Jan 80);(1J,
8 Feb 80)

Delist 29 industries from overcrowded list. =- Regulations on
investments in 29 industries which havé béen considered overcrowded:
were removec by the NEDA in a move to spur major cxpan51on on pro-
dLb 1on "for the gonc¢t1c and export marketu and to cncOuragc open
and more free-whoellng conpetltlone : o

Previously, these industries engoyea governnent protection through
credit. prlorltlos and govurnment guarantecg cn forelgn loans.' (DE,
13 Feb 80). R ‘
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Lower tariffs to make RP goodscompetitive, =~-~Tariff Commissioner
Chulia hzarcon revealed that the governméht is considering lower
levels of tariff protection for local industries ranging from 10%
to 50% cdutics on compcéting foreign products., She indicated that
100% * ad valorem duties would be banished from the tariff schedules
and rates of over 50% will almost certainly bé ‘¢ut downe

The commissioner pointed out that the projected tariff restructuring
is tied up with the effort to promote export growth. Firms regis-
tered with the BOI, however, will not lose incentives (in terms of
tariff protection for local industries)e. (BD, 5 Feb 80)

12 new export sites identifiedes =~-The Export Processing Zone
Authority identified the following as sites -for the establishment

of new export processing zones--Currimao, Ilocos Norte; Poro

Point, San Fernando, La Unionj Clark Field Air Base area near the
Sacobia Human Settlements site; the Filoil Refinery site in Rosario
Cavite; " Infanta-Real, Quezonj; Batangas City; Legaspi City near
the Tiwi geothermal fields; the Marsteel reclamation area in Bacolod}
Iloilo; Tacloban, Leyte, the Daratex compound in Davao City and
Zamboanga City.

They. will cach cover 20 to 50'ﬁéc%a?eﬁyénd'will avoid whenecver possible
purchase or expropriation of land to minimize capital outlay. Cons-
truction will start this year and extend from 3 to 5 years.

First to be developed will be the zones located in Rosario, Cavitec
(which will be an electronics zone) and in Davao City. (BD, 22 Feb 80)

Industrial estate at Dagat-dagatane. =--4in industrial estatce wil} rise
on a 130-hectare Dagat-dagatan reclamation site in Navotas., BLISS
homes are also going to be built in the arca. (BT, 29 Feb. 80)

- Small and medium industries to get export incentives. ffThefministry
of trade will encourage small and medium-scale industries beginning
this year to proeduce non-traditional export products which are in
demand in Europe, Middle East and South Africa.

To prevent competition among the producers, each group of Nacida
producers or coopefatives will be allowed to manufacture only onec ‘
exportable handicraft product. The scheme would also benefit BLISS
housing dwellers who will be assigned to the production of one handi-
craft item per housing project. (TJ, 1 Jan 80) o

Govit to invest in multinat'l banke =~ The government plans to invest
in a multinational bank bascd in Bakrain to bring in petrodollars to
finance Asian projects including cnose’in the Philippines, - -~ e

The investment will be made through three state-owned financial insti-
tutions: Land Bank of the Philippines, the Development Bank of the
Philippines and the Philippine National Bank, '

Philippine sharc in the equity will be 40%. By setting up a multi-
national bank in Bahrain, the government hopes to tap excess funds
generated in the oil producing countries by the increase in oil
prices. (DE, 3 Jan 80)
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‘Reynolds te build aluminum -smclter. =-Reynolds Aluminum .Co. of the
US “has agreed to build.a P450M aluminum smelter .in Claveria, Misanmis,
" Oriental. The plent is envisaged to go into full-operation by 1985
(BD, 25 Feb 8C) Reynolds and the Philippine government will split
the costs,

More incentives for labor contractors. --New grants provided for
under PD 1657 include more tax credits, accelerated depreciation,
additional deduction of labor training expenseg, and net operating
loss carry-over. (BD 21 Feb: 80) U

UNICOM to establish $25M cocochem plant, . ==The United Coconut O0Oil
Mills, in another step towards the complete rationalization and
integration of the coconut industry is establishing a cocochemical
complex estimated to cost $25M. The complex is expected to generate
foreign ¢xchange savihngs approximating $30M per year. ‘The plant.
output will displace the imported:petrochemical compound that is being
used in the manufacture of soaps and detergents. (BT, 6 Feb 80)

"WB_tightens reins on construction. TheInternational Bank for Recons-
truction and Deve¢lopment (IBRD) or World Bank has imposed stricter
controls on the participation of construction firms in IBRD-fihanced
projects in the Philippinese ‘

" The Bank has called for- stricter e¢xamination of the technical, équip-
ment and capital capabilities of construction firms before they are
allowed to bid. It has also asked the Ministry of Public Highways to
thoroughly check the past and present performance of construction
firms, local or foreign.

The controls are in line with the fourth IBRD loan which consists of

a foreign component of %60 million and a counterpart of the Philippine
government., The loan will finance road and bridge projécts mostly
in the Visayas, consisting of 600 kilometers of maJor rouds and 200
kllonetcrs of nlnor roads. (BT, 13 Jan 80)

Bank of AmericaiplacchP among nout profltable. --The Bank of
America, the largest bank in the world, recorded a 51.7% increcase
in its profitability in its Asian operations last yeare‘ Its Manila
branch was considered .among the top ten moot profltable overseas
branches (BT) . e

Group of 77 to compete with MNC's, -~ The hsian regional meeting
of the group of 77 is set to come up with measures to "compete effec-
tively with nultinational companies" in the trading of primary commo-
dities among developing countries. The meeting will also try to
unify the position of the group on the strategies to be adopted for
the coming meeting of the United Nations Conference on Trade and
Developrnent (UNCT.D)

Deputy Tradc ‘Minister Vicente Valdepeiias, who presided over the .
LSEAN preparatory mecting, however, said that the measures are not
intended "to easc out the multinationals!" but to have "close coor-
dination in the production program, pricing policics, and perhaps
financial assistance" in the multilateral trade on prime commoditieso.
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Other areas of concern for the meeting are: discussion on the coopera-
tion among state trading organizations, establishment of multinational
marketing enterprises, and the strengthening of sub-regibnal: regional
and inter-regional economic integration and cooperation. (TJ, 6 Jan 80)

V. ENERGY /AiND NATURAL RESOURCES

From the barrel to the pump. =--When a barrel of crude oil arrives in
the Philippines, it costs about $27. Adding local charges, costs rise
to P2L45/barrel. 4s one barrel is equivalent to 159 liters, the cost

of crude comes' down to P1l.54/liter. The crude is processed and comes
out of the refinery costing (industry costs) #2.12/1iter for premium and
2 for regular gasolinc. This is doubled when government imposts are
added (plus P2.21 per liter to premium and #2.11 to regular gasoline).
Ldd the cealer's mark-up or margin of profit of 16 to 17 centavos per
liter and the pump or retail price results.

Equalization - Special Specific Encrgy Dev't
Industry cost | |Differential Fund Tax Inpost
. e N
premium P2, 12 0.73 0.29 1,00 0.19
regular 2,00}/ 0,77 0024 1.91 0,19
diesel 1,97 . 0,06 0,03 0.17 none
\ Dealer!'s Mark—upL Pump Price
— 0.16 rAMm__Px Ly 50
------ 4 0,17 i —y/ 4,30
0615 l , 2,40

(DE, 9 Fe 80)

Slap energy tax on autos and jecps. =-The Ministry of Finance approved
the BIR proposal providing that beginning Jan. 1, owners of cars and
jeeps will pay an energy tax in addition to the ordinary car registration
fees, The rétes,’graGUated according to .the age of the vehicle, range
from P250 for now bantams to #10,000 for cxtra hecavy cars. (BT, 4 Fecb 80)

More loans will get nuke work started., == Finance Minister Cesar Virata
has announced that discussions with American Export-Import Bank offi-
cials have begun on the possibility of raising more money to offsct the
effects of inflation and other factors such. as safety fecatures that added
up the original $1.18 estimated cost., Virata believes that approval from
the US Nuclear Regulatory Commission is forthcoming. (BD, 21 Fe &0)

The USNRC earlier decided against considering the health and environnental
angles in its deliberations. :

Electricity rates up by 31%. == The National Power Corporation will
raise electic rates by cight centavos per kilowatt hour in view of
the nearly 37% incrcasc in the cost of fuel oil., (BT, 13 Fe 80)
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POLITICAL SITUATION

I. GOVERNMENT PROGRAMS

5-Year Plan hit.-~ In an article, Mahar Mangahas of the Philippine Center
for Economic Development, assailed the Five-Year Development Plan for not
containing sufficient numerical data to support its announced targets.

Among others, he notes: (1) While the Plan claims an improvement in the
distribution of the wealth in the country between 1971 and 1975, it does
not have 1971 statistics to compare with 1975, Neither does it contain

any numerical projection of future income distribution; and (2) ‘there is no
official poverty line. Comments MYangahas, "How can one expect reduction in
the proportion of the numbers who are poor if there is no official estimate
of the present magnitude of poverty and what the government aims it to be?"
(BD, 26 Fe 80) :

7-Point ‘Aggie Program, -- The President drew up an ‘agricultural program to
cushion the impact of the world economic crisis in a falk before Bureau of
Plant Industry personnel. The program includes:
1. full attainment of self-sufficiency in food crops through continued
increase in cereal production
2. continued development of plants as sources .of protein for people
3. continued and intensified development of energy crops such as
cassava, corn and sweet potatoes
4, planting of a variety of exportable crops and development of
import-substitution crops
‘5., ‘quality improvement and greater productlon in the country's trad-
itional export crops RN
6. increase of farmers' productivity and income . through greater processxng
of farm products
7. institutionalization of the multi-cropping strategy. (BT, 9 Fe 80)

FL plans for Mindanao. -- Shortly after her appointment as chairman of the
Southern Philippine Development Administration- (SPDA), the First Lady
announced that the development program of Mindanao will 'be patterned after
that of Metro Manila. (TJ 14 Fe 80)

Mrs. Marcos stressed that the SPDA plan will be people-orlenfed, giving
priority to small and m¢dium labor-intensive industries which:-will provide

livelihoed opportunities. She also emphasized the organization of barangays
throughout the 427 towns. (BT, 14 Fe 80)

MM;pléns . ¥28=B infrastructures,.-- Between now and 1983, the government
will be investing at least P28 billion for a wide range of major infras-
“tructure projects in Metro Manila.

The bulk of the projects, ?22.5 billion worth, will be financed by foreign
loans,  Around P8 billion has already been contra cted while P687 million
is awaiting approval. International lending institutions such as the World
Bank have committed another Pi4,1 billion. (BT, 27 Jan 80)

The projects include:
1. zonal improvement program (ZIP) of all of Metro Manila's depressed
areas; ‘ '
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2. the delivery of water through pipelines, deep wells, or water
pumps in all four cities and 13 towns of the metropoliwj

3. the construction of more health centers and schools; and

4. improvement and maintenance of roads. (TJ, 25 Jan 80)

P700-B projects set for C. Visayas. -- The National Economic and Develop-
ment Authority disclosed that the government has lined up P700 billion
worth of development projects for Central Visayas for the next five years.

The most ambitious of the projects is the billion-peso Lusaran Dam which
will provide water to Cebu and the adjoining areas. Other projects include
the reclamation of foreshore areas in Cebu City and nearby cities and
towns, and the construction of better roads, bridges and other infras-~
tructure projects. (DE, 10 Jan 80)

Land Bank chalks up P4-B in assets:-- The Land Bank of the Philippines,
the government's financing arm for the agrarian reform program, recorded
total resources of P4.8 billion at the end of 1979, up by nearly 40% from
the previous year's level of P3.4 billion.

Despite its heavy involvement in agrarian reform activities, the bank was
able to post a net income of P65 million last year, the bank's president
Basilio Estanislao said.

At the end of 1979, the bank was also able to pay over P1 billion to
landowners whose landholdings were transferred to tenants. These payments
represent roughly 20% of the total estimated cost of land covered by

. Operation Land Transfer. (DE, 8 Jan 80)

I1. GOVERNMENT

The making of an oppecsition.-- "If there is no opposition, it will be best
therefore if the NP becomes the opposition party." President Marcos) in
giving his assent to the downgrading of the Nacionalista Party to a minority
party, stopped the Kilusang Bagong Lipunan from proceeding with its legal
action questioniﬂg the right of the NP to block voting. More importantly,
it gave rise to the much-needed opposition in the first local electlons
under martial law. (DE, 13 Jan 80)

The Comelec later affirmed the status of both groups as parties, the KBL
as a full-fledged polltlcal party and the Nacionalista as the opposition
in a split vote of ,.' 3«2 as clection day necared. (DD &6 Jan 80)

How did this all coms to be? Assemblyman Laurel in a privilege sppech before
the IBP on Feb. 11, guestioned the nature of the KBL., Presenting the
affidavits of former Senate President Gil Puyat, former Speaker Jose B.
Laurel, Jr. and former Senate President Protempore Jose J. Roy, Laurel
argued that the KBL as proposed by the former speaker, accepted by the
President, and approved during a Feb., 1, 1978 meeting, was a mere modus
vivendi or temporary alliance of political parties.

Citing decisions of the Supreme Court in the case of Peralta vs. Comelec
(Mar. 11, 1978) and in Laban vs. Comelec (Mar. 25, 1978), he stressed
that the Nacionalista Party never lost its identity as a separate
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political organization and that the KBL is not a pOllthal party but
a temporary group.

He added that, furthermore, the Comelec as late as Dec. 26, 1979,
affirmed that the KBL's participation in the last local electlons

was on the ba51s of its application for registration in 1978 as a
"movement. (We, 23-29 Fe 80) »

In the same speech, Laurel tendered his resignation from all stand=-
ing committees of the IBP and called for the lifting of martial law,
He rallied for the creation of a strong opposition or face the rigors
of a revolution.

Resigning on the same que stion of political affiliation was Public
Information Minister Francisco Tatad following the issuance of a
letter from the President castigating him for supporting the Nacion-
alista Party. Tatad has announced that he was titular head of the

NP in Catanduanes and subsequently proclaimed the NP candidates.
(Tatad resigned from the Cabiret,)

Thésé moves came shortly after Tatad took strong exception to the
decision of the President and the KBL central committee denying him
the KBL leadership in Bicol., (BT, 14 Jan 80)

Even the President's political affiliation came into question.

Nacionalista Party president Jose Roy, 'in reversing a statement
he made in November, declared that the President had ceased to

be a Nacionalista. (BT, 20 Jan 80)

The relegation of the NP to a minority party in the IBP, #oreover,
has drawn protests from the Pusyon BHsaya. The latter insists
that it is the legitimate o7 ..sition and should thus be assured
seats in thé various standing committees. (TJ, 16 E 80)

Jesus Bigornia, in an editorial, argued that neither the Pusyon

nor the Nacionalista Party is the new opposition. He pointed out
that while the NPg did field more candidates, even complete tickets,
than any other political group besides the KBL, they won only one
gubernatorial contest and a sprinkling of mlnor victeries: of llttle
or no political consequence,

On the other hand, the Pusyon which was left in shambles in the
recent polls, carried neither clout nor credibility. Bigornia
suggested that the National Union for Liberation should be thé new
opposition as it stands against both martial rule and the Marcos
administration. (BT, 18 Fe 1980)

The NUL, however, has been denied accreditation as a political party
by the Comelec on the grounds that it was not a registered party in
the 1978 elections and did not field candidates in that election in
any region. (BT, 5 Jan 80)

Meanwhile, opposition leaders aiming at the next national elections
plan to organize a single united front against the ruling partye.
Leaders of the National Union for Liberation, Concerned Citizens
Aggrupation, Mindanao Alliance, Lakas ng Bayan, Liberal Party,
Bicol Saro, and Pusyon Bisayas-Independent said they have agreed on
the union in principle. (TJ, 13 Fe 80)
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Churchmen appalled.-- As the ruling party basked in the sunshine of
expected victory and the opposition jostled for séats, the national
dailies reported condemnations by citizens, partlcularly churchmen,
of poll frauds and terrorism in their areas.

The Bulletin in its Feb. 8 issue included an article on the boycott
of the priests of Legaspis Thirty-two Catholic priests, the paper

reported, declared that there could be no clean election under the

present political setup. The priests demanded that martial law be .
lifted first before local elections could be conducted, They added
that they had lost confidence in the electoral processe

In separate letters, the bishops and clergy of Zamboanga del Norte
and Pampanga denounced the intimidation, terror, violence and other
irregularities which marked the elections. Calling the events a
mockery of the elections and of human rights, the clergymen told the
President that there was documentation available on the cases.

(BT, 13 Fe 80)

The Zamboanga church leaders later sought the ouster of Rizal Mayor
Robert Poculan in the wake of post=-election violence linked with
the re-elected mayor. (BT, 20 Fe 80)

The President's scoreboard.-- President Marcos in his report to the

nation at the second regular session of the IBP provided an unofficial
scoreboard on the elections. Of the total number of registered
voters throughout the country, 71.6% were reported to have voted.

Of the 73 gubernatorlal posts contested, the KBL won 69. Of the

60 cities, the KBL won in 47.

The President added that in five percent of the country, there were
serious shortcomings in the elections. (DE, 13 Fe 80)

The council of elders.-- Barly in January, former Senator Benigno

Aquino Jdr. bared to the President a proposal on thé gradual lifting
of martial law. The proposal involved the setting up of an advisory
council composed of respected political, religious, military and
other sectoral leaders and the freeing of the press from restraint.

The council was described as a "sort of grand ombudsman' which would
facilitate the transition to power of a new government,

Aquino also proposed the (1) immediate 1lifting of the major effects
of martial rule and the announcement of specific timetable for

elections, both local and national; (2) without lifting martial law,
the president reseind all general orders issued after 10813 (3) an-
nounce a schedule of local and national elections to determine once
and for all whether the country would have a pre51dent1al or pare
liamentary form of government. (BT, 11 Jan 80)

The President himself said that he was ready to set up a council of
leaders '""to achieve a kind of deliberate consensus' because "all
other alternatives have been tried and (have) failed. He saw the
proposal as an aid to help the opp051t10n prepare for the 1984

general elections. (DE, 9 Jan 80) "
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"I won't even touch it with a ten-foot pole, Diokno remarked upon hear-
ihg of tlLo plan... The former Senator was reportéd to have been named

by Aquino as one of the members of the counc11. "They don't know

what :they are talking about," he said. "Trm not. aqcentlng any

position under Marcos.' (DE,,1O Jan 80). .. oo

Former Senator Lorenzo Taflada and Jaime Cardinal Sin Wére other.
names suggested.:

III. NATIONAL SECURITY

MFP scheme to finance uprising bared.-- The government verified

reports that the US-based Movement for a Free Philippines adopted

a resolution last November binding members of the group to finance
an armed uprising in the country._

The MFP led by former Sen, Raul Mang 1aous, is ‘requ1ring its members
to contrlbute $330.to buy an Armalite rifle to finance '"freedom _
fighters'" in the Phlllpplnes,_the government said, (TJ, 21 Jan 80)

o

CIA complicity in terrorists' plan probed, -~ Large quantities of
explosives,: sophisticated, timing devices and manuals on the manu-
facture of *ncendldry bomb? wmd urban’ gucrrrll% warfare -which were =
seized by goverument apents were found tO haVe cls mar“lngu.

The devices, smuggled out of tke Us through the San FrdnClsco Inter—
national Airport on Dec. 10, were 1ntercepfed at the Manila Inter- ‘
national Airport last Vec., 14 from a courier working for a terrrorist

group identified with the "Third Forceei

Military experts, however, oﬂld that the CIA is not. so stupid as to
expose itself by allow1ny thp use of CIA-marked documents. But what
is clear here, another 1nte111pence man said, is that the documents
and arms were smuggled out through San Francisco airport with the

help of very 1nflu9nt1a1 persons con51der1nv the tlghtness of the»
security there.

Philippine authorities have asked the help of the US in determining
how the materials got through ‘the US alrport se~easilys (TJ~ B Jaﬁ 80)

B R
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Additional Allowances. --As prescribed by PD 1634k, all »ermanent
employees earning salaries not more than P1,500 a month will
receive a monthly 30 mandatory emergency living allowancsz,
starting this month. The new provision is on top of the 60
allowance granted 1 Sept '79. (BD 3 Jan. 380) Exemptions were
listed.

As February ended, another addition was stipulated. FD 1678,
was issued providing private firm employees a daily »provisional
mandatory emergency allowance of ¥2.00 and agricultural workers
of private firms of *1.50.

Temporarily distressed, dislocated enterprises or ncecw enterprises
were granted full or 50% exemption from compliance upon joint
representation of labor and management. Employees already given
increases in wages and/or allowances of at least ¥2.,00 a day for
non-agricultural workers or il.50/day for agricultural workers
on or affer ¥ Feb. 30 will not be covered by the decree. The
measure is intended as temporary relief until the tripariite
congreso MmeciSe

Imbalance between basic pay, allowances noted. =--Labor Minigter
Blas Owlc noted that the recent increases in the workers' income
in the form of livihg allowances has resulted in a lopsidead
structure which left basic pay far behind. He cited retired .
-émployees and older workers facing retirement as the logers in
the deal (BT 29 Fcbe £0)

Real basic pay only 5.55. =~The Ministry of Labor estimatcs that
with a 1%4.3% hilze in general prices, the i¥13 daily basic pay of .
a Metro lianila ninimum wage earner will have a real value of
+8.55 thig year, after deducting the effeccts of infiation

since 197%. The real value presents a 7.9% declinc from the 1979
value of ©6.25. Heal salary for minimum wage carners cutside
Metro lanila is down to 7.73. (BD, 21 Jan 80)

TUCP to press for P28,65.-~ The Trade Union Congress of the
Philippines will press for the implementation of & daily minimum
pay of P28.65 in the tripartite conference scheduled late in April,
The proposed amount seeks to restore real wages to 1979 levels.
(BD, 22 Feb 80)

RP labor 15% cheaver. ~- Compared to those of Hongkong, Taiwan,
Korea and Singapore, Philippine labor cost is estimated to be
cheaper by about 15%. Only Indonesia has lower labor costse
(BD, 30 Jan 80)
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Employment rate up = MOL., -- The statistics service of the labor
ministry reports that  Philippine employment hags been steadily
climbing at a modest rate. The agency attributes the cmployment
rise to the government's labor export policy, increased infras-
tructure spending and growth of export and non-agrlcultural
activities. (BD, 28 Jan 80)

mipLOYMLNT RATE

1972.”“.,.,”0”“,,94 6%
1973 600s00cccccscccsel5s2%
197kcccsoscccsanccseoP36.8%
1975 coccooocccbsccscsd5a0%
19760000 coccccoscsoss95.0%
1977 0ccccccsscsccsceod3a7lh
1978cccco0c0ccccscccosa3e9%
19790 0o0so0cseacsccocsc95eu

I T -

Using figures supplied by the National Census and Sthtlgtlcs
Office, the agency said the labor forc¢é as of the gecond quarter
of 1979 stood at 27.7 mllllono‘ Excluded from the labor force
are housewives, students,; disabled or retlrcd persons, and season-

al workers who were not working and not looking for work during
the surveyw

Only sixty=onec percent (61%) of those aged 15 years and above are
considered in the. labor force.. Of this, the Ministry of Labor
reports that there were about 787 OOO unemployed in 1979 as com-
pared to 873,000 1asL year. (BD, 2 Jan 80)

121,005 MM workers terminated in 1979. =~- The Ministry of Labor

reports that mosv'of the workers were in manufacturing ;eruoff*
(BT 24 Feb 80). |

655,000 women uncmployed. -- The MOL also showed that at least
65,00C women arc unemployeds This would mean that of the 1,245,500
unemployed in 197y, 52.54% were women. (BT 24 Fcb 80). (Note
discrepancy in estimate of unemployed) ‘

RP farms lack animal power. =-- Even as carabaos continue to
be the primary source of power in the country, as much as
27% of farms less than two hectares in size have only hand
labor. Even in larger~sized farms, some 18% still have no
access to animal or machine power (BD 26 Jan 80).

Repayment ratc in land reform program, 10%. -- Recynaldo Gregorio,
executive vice president of the Land Bank revealed that the
repayment rate of farmers to whom titles of the land they till
have been transfercd had hit an all time low of 10%. Gregorio
attributcd this to thce small size of landholdings (1.. to 1.7
hectares} and to the low entrepreneurial skills of thc new
landholders. (BT 23 Fcb 30).
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380,00C kids drop oute. ‘The Ministry of dfducationiand Cultwe
reported that 330 ,uOO grade school Students (5% of tha total enrolment
of public schools) drooped out in school yecar 1978-79 cauulng

the government o losc‘Jore than . 100M,

Eastern Vigayas had the highest dropout rate at Cok%. Central
Visayas followcd with £.31%, Central Mindanao with 7.06%, and
Webtern Visayas with 7%. Metro Manila had the lowest drozout

rate at 1.8L%. (BT 1% Feb 80)

School costs will rise, too. == Parents and stucdents will have to
brace themsclves ancw against the projected increasgsces in the costs
of education. “ducatien Minister Onofre D. Corpun gaid that

the education minigstry is cutting costs but this would mainly be
only in the arcea oif cdministration. The governwment cannct yet
cushion the increaszd costs since the new tuition olicy being
finalized by a special team cannot be used yet, hce scide

to

wxperts traced the morennial tuition problem to the overdependence
of privatc schocls cn tuition as the main source of fundse.

Private schools provide more than 385 percent of higher cducation.
(TJ 5 Jan 50)

cxpired drugs sold to public? =~-- Health HMinister Lnricuc M.
Garcio ordered an investigation into the alleged recyciing of
old or cgpired drugs and the selling of such drugs to the, public.

He also regueccioed the National Burcau of Investigation and the
Metrocom to determine if there were some health officiels involved
in the rackcto

Garcia said he has received reports saying that a drug firm bought
large guantities of cxpired medicines amounting to ©¢5,0C80 and
wasg able to re=s:ll theu to the MOH for about {2 million.

Manila has less begqar”Q -~ Manila's department of social welfare
report:zd therc are loss beggars roaming city streets today than
therc wore 15 ycars ago.

In 1978, the figurc was reported to have becn rcduc >d to abouc”
500, Last ycar, lcss than 100 were "observed"'" to still be pnragcd
in becgging as a major form of livelihood." (BT 11 Jan 30)
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Geopolitics and the RP-US bases. =-- With conflicts in Afghanistan,
Iran and Xampucheca, the Philippines takes on more importance in

the Unitecd States! glotal defense strategy and would thus be
receiving the lion'!s share of American foreign aid. According

to Rear Admiral Robert Long, commander=-in-chief of the US naval
forces in Asia and the Pacific, most of this aid would come through
the military bases agreement (BT 19 Feb 80)

Currently, the bases in the Philippines are being used to house

and train Amcrican soldiers for deployment in the Arabian Sca.

The Philippines will also play a leading role in naval exercises
involving US, Australian, and Japanese forces. These moves indicate

an expanded use by the US of the bases for operations elscwhere.
(FEER 7 Mar $0)

Long explained that the bases serve two purposes: HThey arc a
visible display of US interest in our defense trcaty with the
Philippines; and second, they permit the US to protect pot only its
vital interests in this region as well as in the Indian Occan,

but also the vital interests of our allies."

Along with America's reiteration of its resolve and reliability

to defend Asia, the association of Southeast Asian Countries

is debating whether the Manila Pact, madc under the defunct SEATOQ,

is still operational vis-a-vis the Kampuchcan situation (BT 19 Feb 80)
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