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Philippine Society After the Pandemic (Part 1)

	As an economist, part of my professional job is to fathom the future.  I have been involved in economic forecasting ever since I joined the think tank called the Center for Research and Communication in 1967.  Since then, year in and year out—with my colleagues at CRC and now the University of Asia and the Pacific—I have been issuing forecasts about aspects of the Philippine economy such as Gross Domestic Product, inflation, unemployment, underemployment, and poverty incidence which are “macro” data, as well as  prospects for select industries such as mining, banking, insurance, consumer products and real estate which constitute the “micro” data.   I cannot resist the temptation of prognosticating what the entire Philippine society, not only the economy, would look like after the COVID-19 pandemic.  The year 2020 is a watershed in Philippine history as well as world history. I speculate that historians will talk about the pre-pandemic world and the post-pandemic world when things get back to normal, however you define what normal will be in the future.  To generate discussion from my colleagues in the academe and the business world, I will dare to describe Philippine society after the pandemic. Much of what I will say will be from anecdotal observations and not from thorough data analysis.  My objective is stimulate the building of hypotheses that can be subjected in the future to more thorough scientific research.  I would appreciate a lot of feedback from my readers.   So here goes.
	Let me start with what is within my professional competence, the economy.  How will the Philippine economy after the pandemic differ from what it was pre-2020?  Let us start with the macroeconomic dimensions.  GDP is expected to decline for the whole year of 2020 at a range of 8 to 12 percent.  This could wipe out as much as two years of GDP growth in the past.  Assuming that there will be second and third waves of the virus during the last quarter of 2020 and the first quarter of 2021 and that the vaccine will reach the Philippines only during the second semester of 2021, prospects for a strong recovery in 2021 are dim.  I expect a GDP growth of 2 to 4 percent for the whole year of 2021 and a full recovery of the pre-pandemic 6 percent growth of GDP only in 2022, coinciding with the election year. Because of the low base from which GDP will grow in 2022, we may experience an 8 to 10 percent during that year.  I am aware that there is an alternative more optimistic forecast being issued by the Government through the chief economic manager, Secretary of Finance Carlos Dominguez.  In his most recent statement on November 17, 2020,   Secretary Dominguez expects a “big bounce back” in GDP growth in 2021.  His assumptions are that there will no more serious waves of the Corona virus in the coming months and that the vaccine will be available to the Philippines in the first half of 2021.  I can only pray that he is right.  This time, however, I am the pessimist about COVID-19 because of what I see happening in many European countries and in the U.S.  that are suffering from second and even third waves of the virus, some of them more serious than the first wave.  For this reason, I foresee the “big bounce back” only in 2022.
	For balance, let me also cite an even more bullish forecast of GDP growth for 2021 issued by global financial giant Morgan Stanley also on November 17, 2020.  According to Morgan Stanley, GDP growth in 2021 can be as high at 13.5 percent, assuming “the COVID-19 situation improves, and vaccine availability nears.”  Basic assumptions are the Central Bank will continue to keep policy rate low and liquidity inflows help the Philippines to fund its fiscal deficit.  The investment bank also expects the Government will be able to ramp up its “Build, Build, Build” program to help spur recovery.  The double-digit growth rate can be explained by the very low base 2020, especially considering the second and third quarters that were badly hit by the longest and most stringent COVID-19 lockdowns in the region.  Morgan Stanley projected GDP to jump by 25.7 percent and 17 percent year-on-year respectively during the second and third quarters of 2021.  Given such optimistic forecasts, I am willing to relinquish the title given to me by local pundits of “Prophet of Boom” to the economists of Morgan Stanley.
	My more conservative stance is that the big comeback will come in 2022, which also happens to be an election year. Because of strong rebounds in remittances from OFWs and earnings of the BPO-IT sector—coupled with a recovery of the consumption sector as the main engine of growth—I expect GDP growth rates starting 2022 to be closer to 7 to 8 percent annually.  Especially promising are the remittances from our more than ten million OFWS, who already in September 2020, increased the money they send to their relatives by an impressive 9.1 percent.  These remittances and the earnings of the more than 1.4 million BPO-IT workers will lead to a recovery of consumption as the primary engine of growth of the economy.  The higher growth rate will also be facilitated by a more proactive role of the State in stimulating economic growth, a legacy of the pandemic period when it was only the State that was growing its spending.  This assumes that the Duterte Administration will be able to pass the CREATE bill before the end of its term, thus producing larger tax revenues on the consumption and the wealth of the rich.  The external sector (exports minus imports) will continue to be the weakest contributor to GDP growth until and unless the country is able to significantly improve the productivity of the agribusiness sector that will enable it to export larger amounts of high-value food products, especially to the gigantic markets of China and the other rich Northeast Asian territories  like Japan, South Korea, Hong Kong and Taiwan.
	Our positioning to be a major exporter of high-value agribusiness products has been given a big boost by the decision of five more countries to join the free trade agreement of the ASEAN Economic Community (AEC), made up of ten Southeast Asian countries to which we belong.  Last November 14, 2020, the Regional Comprehensive Economic Partnership or RCEP was forged which brings in five of the six “dialogue partners” with which the AEC has already separate free trade agreements:  Australia, China, Japan, New Zealand, and South Korea.  The RCEP now constitutes the world’s largest trading bloc.  It is larger than then the European Union (especially with the exit of the UK), and the North American Free Trade Agreement made up of the US, Canada and Mexico. It must be pointed out that the Asia Pacific Economic Cooperation (APEC)—which in includes the US, Canada and all the Latin American countries bordering the Pacific Ocean— is not a free trade community. The RCEP is.   If we play our cards right and really focus on improving our agricultural productivity, we can target not only China but also the other food-insecure Northeast Asian economies of Japan and South Korea for tariff-free exports of high-value food products.  (To be continued).
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	We shall remember the pandemic as the period in which Vietnam surpassed the Philippines in GDP per capita.  The IMF reported in October 2020 that the GDP per capita of Vietnam was at $3,945 while that of the Philippines  decreased to $3,373.  Vietnam has done an excellent job of limiting the negative impact of the pandemic with close to  zero death and has improved its agricultural productivity more successfully than the Philippines.  It also has attracted much more Foreign Direct Investments (FDIs) than we have.  This post-pandemic reality of Vietnam joining Singapore, Malaysia, Thailand and Indonesia in leaving us behind in the GDP per capita race should serve as a motivation for the entire Philippine society  to devote more resources to the agricultural sector and to remove the remaining obstacles to attracting FDIs, especially the restrictions in our Constitution against foreign investments in strategic industries.  I would, therefore, dare to speculate that positive results of the pandemic are an increase in our motivation to reverse the decades-old neglect of agricultural productivity and heightened efforts to make our country more attractive to FDIs. 
	Because of the big drop in our GDP in 2020, it will take us about four years from 2022 to reach the GDP per capita level of $4,000—which is the threshold for an economy to be considered high-middle income.   It will be, therefore, sometime in 2026—more than halfway in the next presidential term—that our economy will acquire the status of a high-middle income which characterizes Thailand and Malaysia today.  By that time, our population that is still growing at 1.35 percent annually will have swelled to about 120 million according to a projection of the Philippine Statistical Authority (high estimate), a consumer market that will be very attractive to numerous domestic enterprises that do not even have to think of exports to be financially viable.  With such a population enjoying a per capita income of $4,000 or more, an inward-looking industrialization policy can be viable (it was not viable at the beginning of our industrialization in the last century because our domestic market did not have the purchasing power then).  We will have to export only to the extent that we need to import needed raw materials and manufactured products that we cannot efficiently produce locally.  Like China and Indonesia, our export-to-GDP ratio will continue to be among the lowest in the Indo-Pacific region.  If we succeed in increasing significantly the productivity of our agribusiness sector, the bulk of our exports will be high-value agricultural products resembling those of Thailand, Vietnam and Malaysia today.  As half of the population of China today who are still considered poor are able to reach middle-income level, China’s demand for food will be mind-boggling so that food security will be a serious concern of the leaders of China.  Southeast Asia will be a major food belt for this largest economy in the world and hopefully, the Philippines will join its Southeast Asian neighbors to supply China with a host of high-value agricultural products. 
   The post-pandemic Philippine economy will be saddled with higher rates of poverty.   Before the pandemic, the poverty incidence was already brought down to 16.5 percent from the high of 23 percent at the beginning of the Duterte Administration.  The big drop in GDP and the rise in unemployment, which is still at the level of 10 percent during the last quarter of 2020, have swelled the ranks of the very poor.  The conditional cash transfer (the four Ps) program as well as the Social Amelioration Program will have to be sustained for at least the next two years after the pandemic to bring down the poverty incidence to the targeted  14 per cent or less at the end of the Duterte Administration.   The most potent tools for reducing poverty in the long run are countryside and agricultural development and the nurturing of Micro, Small and Medium-Scale enterprises.  With such a high rate of poverty, we cannot avoid depending on the continuous migration of millions of Filipinos as overseas workers (OFWs) to the countries in the developed world that are suffering from very low fertility rates and very rapid ageing, especially in Europe and Northeast Asia.  Post-pandemic Philippines will differ little from pre-pandemic Philippines as regards the large number of Filipino workers seeking employment opportunities abroad.  Fortunately, there continues to be a large demand for Filipino workers abroad, especially in the health and wellness sector, travel and tourism, seafaring, construction and information technology.  We shall be seeing the dollar remittances from OFWs crossing the $40 billion line before 2026.
	Another sector that will continue to loom large in the Philippines economy after the pandemic is the IT-BPO industry, thanks to the growing, young and English-speaking population of the country.  As the developed world recovers, their appetite for outsourcing business services to India and the Philippines will increase as their businesses try to recover from their huge losses during the pandemic by cutting down on manpower costs.  Any effort of the US government to “bring jobs back to the US” will equally be frustrated as it was during both the Obama and Trump administrations.   There should be a serious effort of the BPO-IT industry, in cooperation with the formal and non-formal educational sectors, to upgrade or upskill their work force, especially of the voice-oriented BPO enterprises, so that more of them can transition to the knowledge process outsourcing (KPOs) industry which will be less susceptible to obsolescence by AI and robotization.  There should be more online courses offered by both the academe and the business sector that will sharpen the critical thinking skills, the effective communication abilities and the holistic thinking of the Filipino youth.  If the industry is able to significantly retrain their existing workers in the voice-oriented sector so that they can be redeployed more in the Knowledge Process Outsourcing (KPOs) enterprises, the ongoing deceleration of growth can be arrested and growth rates of 6 to 10 percent annually can be resumed.  Even if the growth is slowing down in the next two to three years, the industry is still expecting revenues of $29 billion in 2022, not an insignificant contribution to both GDP and employment which may surpass 1.4 million workers by then.
	With the lockdowns forcing schools at all levels to turn to blended learning methods, our formal educational system will never be the same again.  Even when face to face classes can be resumed once the vaccine for COVIDi-19 is widely distributed, schools will allow and even encourage their teachers to continue to deliver some of their classes online.  After having gotten used to such applications as Canvas, Blackboard, and other online methods of delivering knowledge, teachers would want to continue benefiting from the flexibility of synchronous and asynchronous instruction.  There will be a variety of combinations and permutations of classroom lectures, recorded sessions, online delivery of classes, google quizzes and other forms of blended learning.  Assuming responsible teachers and conscientious students, there can be a quality improvement in the educational process under various forms of blended learning, even already providing for the lack of access to good internet connections of a large number of students belonging to the lower-income households.  There are creative ways of combining online instruction with printed modules and lectures delivered through television or radio.  There are a good number of business startups that are capitalizing on these trends towards blended learning in Philippine schools at all levels.  (To be continued).
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	Blended learning, which usually involves the pupils or students participating in the educational process while staying at home, will also have a permanent impact on the way parents get more deeply involved in the education of their children.  As early as the mid-1970s, I have been involved with an active group of married couples who applied the educational philosophy of St. Josemaria Escriva,  Founder of Opus Dei, who taught that at the level of basic education (especially at the primary school level), the formation should begin with the parents, then the teachers and only as a result will the children be effectively educated.  This makes a lot of sense because if the parents do not support and supplement what their children are learning in school, one cannot expect the teachers to succeed in giving a holistic formation to their pupils, especially in the most important area of character or values education.  The initiative resulted in the establishment of the Parents for Education Foundation (PAREF) which since then has put up more than a dozen schools all over the country in which parents are deeply involved in the establishment and management of kindergartens, grade schools and high schools.  The pandemic has actually obliged many parents all over the country to wittingly or unwittingly adopt the PAREF formula.  Whether they like it or not, parents or other older people in the family have to directly help their children comply with school requirements that are delivered online or in printed modules.   This can contribute to the improvement of the quality of education of the children and, in the case of the lower income households, where some parents have lower educational achievements than what their children are in the process of attaining, this active participation of parents may also improve their literacy and numeracy.   
	Though it would require better time management, this stronger presence of parents in the education of their children is providentially made possible by the fact that the pandemic has resulted in more parents doing their professional work more and more at home.  Even when office workers will be freer to report to their respective offices, another more permanent change that will result from the pandemic is that, with improving internet connections, more workers would opt to spend more of their professional time working at home.  The lockdowns have demonstrated that most white-collar work can be performed as efficiently at home and the saving from  travel time, especially in traffic-infested urban areas, will compensate for the inconveniences of working at home with the constant danger of being distracted by family chores.   I submit that more and more families will be able to develop ways of minimizing the toxic features of working at home.  An immeasurable benefit is spending more time with one’s loved ones within the family.  In general, children will benefit from the increased presence of their parents at home. 
	In this regard, I would like to quote some pieces of advice given by Pope Francis to parents concerning the education of their children.  These are taken from the Apostolic Exhortation entitled “On Love in the Family”.  Under the heading “”Towards a Better Education of Children,” Pope Francis gives the following advice:  “Families cannot help but be places of support, guidance and direction, however much they may have to rethink their methods and discover new resources.  Parents need to consider what they want their children to be exposed to, and this necessarily means being concerned about who is providing their entertainment, who is entering their rooms through television and electronic devices, and with whom they are spending their free time.  Only if we devote time to our children speaking of important things with simplicity and concern and finding healthy ways for them to spend their time, will we be able to shield them from harm.  Vigilance is always necessary and neglect is never beneficial.  Parents have to help prepare children and adolescents confront the risk, for example, of aggression, abuse or drug addiction.”  This completely essential role of parents in the education of their children—which is prior to the role of the schools—has been actually facilitated by the increased interaction between parents and their children that has resulted from the introduction of blended learning and working at home.
	Over and above the academic content of the curriculum in which parents can be more active in helping their children as they participate in the various phases of blended learning (online lectures, videos and other audio-visual instruments, printed modules, etc.), there is the even more important aspect of values or character formation in which parents and teachers must be in complete agreement.  Pope Francis suggests the objective of character formation:  “Parents are also responsible for shaping the will of their children, fostering good habits and a natural inclination to goodness.  This entails presenting certain ways of thinking and acting as desirable and worthwhile, as part of a gradual process of growth.  The desire to fit into society, or the habit of foregoing an immediate pleasure for the sake of a better and more orderly life in common, is itself a value that can then inspire openness to greater values.  Moral formation should always take place with active methods and a dialogue that teaches through sensitivity and by using a language children can understand.  It should also take place inductively so that children can learn for themselves the importance of certain values, principles and norms, rather than by imposing these as absolute and unquestionable truths.” 
	These post-pandemic scenarios are, of course, based on the assumption that the adverse circumstances brought about by the lockdowns and other limitations to movements of people during the last ten or more months have done much to accelerate the digital transformation of every aspect of daily life, from hearing Mass or attending other religious activities, to conducting commerce and other business transactions, to acquiring new  knowledge and skills, to meeting with relatives and friends, to having access to sports events and other forms of public entertainment, etc.  One can, therefore, assume that our post-pandemic world will force our society to significantly improve the hardware and software related to the so-called Industrial Revolution 4.0.  This will have to begin with the improvement of the infrastructure of our telecom sector.  As accurately described in a recent Webinar organized by the Wallace Business Forum and John Clements,  there will be increased efforts of both the public and private sectors to “build trust in a digital economy.”  The duopoly of Globe Telecom Inc and PLDT Inc. must be broken by the entry of at least one more major player in Dito Telecommunity Corporation.  It will not be only the educational sector that will be increasingly digitalized.  Government and banking services (“chequebooks will be a historical curiosity”) will have to be even more digitalized.  E-commerce will be the rule rather than the exception and the entire industrial sector (manufacturing, construction, public utilities, mining) must all undergo their Industrial Revolution 4.0.  At the software level, as the Wallace Business Forum pointed out, there must be serious efforts to address the security risks of increased digitalization to protect society against hackers and to guarantee data privacy.  Given all these developments that were very visible already during the pandemic, one can predict with accuracy that the digital industry will be the leading sunrise sector and does not even need an L-shape recovery because even in the midst of the pandemic, it was already growing by leaps and bounds.  Just think of how the owners of Zoom have become instant billionaires. (To be continued)
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	As mentioned above, Filipino consumers make up the strongest engine of growth of Philippine GDP since consumption expenditures account for more than 70 percent of GDP. How will consumption patterns change as a result of the pandemic?   We may develop some plausible hypotheses from an article that appeared in the Financial Times (November 2, 2020).  Entitled “Serving the Post-COVID consumer”, the article reported that pandemic-related lifestyle changes in the developed world have led to huge swings in demand for consumer goods companies accustomed to only incremental shifts.   For example, a top executive of the Anglo-Dutch multinational Unilever reported that most of the categories in which the group operate normally see growth rates of 2 to 5 percent.  During the pandemic, it experienced growth rates that range from minus 40 to plus 25 percent.  Pandemic trends have favored the big consumer brands that had been struggling against the onslaught of nimbler start-ups.  Consumers tended to return to brands they had known for decades—from Kraft Heinz macaroni cheese to Dettol disinfectant—and retailers opted to work with multinationals that could offer safe and sophisticated supply chain management in the crisis.  Because of these trends, there were large jumps in sales for companies such as Reckitt Benckiser (producer of such pharmaceutical brands as Strepsills, Gavison antacid, Mead Johnson milk), Unilever and Procter  & Gamble which are reporting their highest growth numbers in years and in the case of Reckitt, in its entire history. 
	As in the Philippines and all over the world, sales of hand sanitizers rose at least fivefold in Germany, France, the UK, the US and China in the year to August 2020, compared with a year earlier, according to data provided by Nielsen.  Consumers couldn’t get enough of detergents.  In the US, sales of aerosol disinfectants more than doubled.  With workplaces and malls out of bounds for many, online shopping accelerated and a homespun lifestyle began to emerge.  Flour sales rose by between 20 and 50 percent as numerous homebound amateur bakers started to come out with their favorite cakes and pastries.  Consumers loaded their freezers with prepared meals and cupboards with processed and packaged foods.  A Philippine favorite from the war days, Spam, sold literally like hot cakes.   A curious phenomenon is that deodorant sales dropped.  Cosmetics sales plunged by a fifth in the UK and US and 18 percent in Italy, hitting hard such companies as Estee Lauder and Coty.  Because of much more time spent at home by both young and old, there was a rising appetite for snacks:  sales of popcorn and crisps jumped, benefiting companies such as Mondelez.  Because pubs and bars were closed, consumers did their own cocktail-making and premium label beverages.  For example, in the US retail sales of tequila were up more than 80 percent.
	Would these consumer trends be replicated in the Philippines?  My own take is that with more time spent at home, even after the pandemic is put under reasonable control, there will be increased demand for processed food products.  Unlike the situation described above in the developed countries where consumer goods marketed by multinationals have enjoyed bigger sales because of the pandemic, in the Philippines the smaller companies and startups will continue to take market shares from the large companies as they come out with more products and brands that cater to the large variety of tastes that characterize the various regions and cultures of Philippine society.  There will be opportunities for MSMEs in the food processing sector to compete with the large food enterprises, whether domestic or foreign, in coming out with a wide variety of snack foods (chicharron, pastillas, fish balls, etc.) and spices that can differ from one region to another.  The smaller companies are nimble enough to adapt to these variety of tastes and traditions.  There will be many more cases similar to the manner banana catsup produced by local startups stole a big share of the market from the traditional tomato catsup produced by multinationals.  The greater amount of time spent at home by food aficionados who have been experimenting with new recipes can increase the variety of processed food products that can be launched by the nimbler startups.  
	Next to the food industry, the health and wellness sector will see its products and services enjoying large increases after the pandemic.  There is already a proliferation of small and medium-scale companies owned by domestic investors producing alcohol and other sanitizing products that are successfully competing with imported brands.  I am glad to observe that brands of sanitizers like Green Cross and Doctor J produced by domestic enterprises are giving multinationals a real run for their money.  The same can be said of the pharmaceutical industry in which local corporations like United Laboratories and Pascual Laboratories have a large share of the market, competing effectively with the foreign drug companies.  With an expanded market for health-oriented products that has resulted from the pandemic, I foresee even a bigger role of local companies, big and small, in the pharmaceutical industry.
	Another big boost to health-oriented enterprises has been given by the approval by the President of the 2020 Investment Priorities Plan (IPP) of the Board of Investments.  Under the PPP, there will be tax benefits that will be given to companies that are repurposing their production towards addressing the pandemic, such as manufacturers of Personal Protective Equipment (PPE), medicines, sanitizers and other disposable  cleaning materials, provision of laboratory and other related equipment, crematoriums,  health waste treatment, laboratories, test facilities, face shields and masks, hospitals and clinics, facilities for quarantine and others.  The health and wellness sector will consist of both manufacturing enterprises and service establishments that will cater to the battling of the pandemic. Since it is highly likely that there will be other bouts with one virus or another in the future, these enterprises will be already permanent contributors to both income and employment.
	Another very positive impact of the pandemic on the health and wellness of Filipinos is the heightened awareness of the need for hygienic practices like washing hands, wearing masks and social distancing.  Already there are anecdotical observations that there have been significant decreases in the spread of other infectious diseases like the common flu and dengue.  Indeed, during this last rainy season I have noticed that among my relatives and closest friends that there were less cases of the common cold or the flu that in previous years would ordinarily spike during the wet months.  I am conjecturing (of course subject to future data analysis) that the COVID-19 pandemic has resulted in permanent behavior changes that will benefit the overall health of our population.  These behavioral changes especially refer to preventive rather than curative measures to attain health and wellness.  It would be more common within families to require anyone of their member with a common cold or flu to wear a mask and for everyone to be more conscious of washing hands and keeping distance from those infected.  I also foresee a lot more consumption of products that strengthen immunity against infectious diseases such as Vitamin D (even just exposing oneself more often to the sun); Ascorbic Acid or Vitamin C; Virgin Coconut Oil; Garlic and other spices that bolster immunity, etc.  We should encourage the so-called Plantitos and Plantitas to continue cultivating in their home gardens many of these high-value products that can help prevent diseases.  For comments, my email address is bernardo.villegas@uap.asia 

