PHILEXPORT CEBU
POSITION PAPER ON THE CONTINUING APPRECIATION OF THE PESO

OF THE

CONFEDERATION OF PHILIPPINE EXPORTERS OF CEBU

(PHILEXPORT CEBU)

We are the umbrella organization of the more than 1,000-strong export industry of the Central Visayas.  Our constituents are the micro, small, medium and large enterprises that contribute to an average of around 10% to total Philippine exports.

The Problem

Although the Philippine export statistics have shown a positive growth since the beginning of this year, not all the export sectors, especially those under the SME classification, are performing above the survival line.  The main reason is the strong PESO, which has appreciated steadily from P53.14 on January 1, 2006 to P46.05 on May 25, 2007, after briefly testing the P45.75 to P46.00 range earlier this week.  This means that the PESO has gained by P7.09 or 13.3% against the greenback, in less than 17 months, to the detriment of the SME-exporters which comprises a huge section of the country’s business infrastructure.  Compared to the number of large export companies/locators within the export processing zones, the SME-export companies do contribute more to the domestic output than their bigger counterparts whose value contribution to the mainstream economy is mainly in the labor component of their operations.
Current Situation

Our micro-, small- and medium-size exporters now face annihilation!  The furniture sector has reported 35 company failures since last year.  A majority of the SMEs in the furniture, gifts, toys, home décor and fashion accessories line of business have downsized their workforce and reduced operations from a 6-day work-week to a 3-day work-week just to survive the trend.  Manpower retrenchments have ranged from 15% to as high as 80% over the last 12-month period. Re-tooling, plant expansion, capacity-building have been shelved due to lack of investible funds and the aversion to take risks due to the negative outlook on their business prospects.  We estimate that more than 50,000 breadwinners have been deprived of a regular income, since early last year in the SME export sector alone.  This would translate to hundreds of thousands of suffering family members whose desperate plight has been further exacerbated by the loss of their regular incomes.
Our Fear

We fear that the continuing strengthening of the PESO will drive the final nail to the SME-exporters’ coffins as it will lead to more plant closures, business failures and massive layoffs of workers.  At the present time these companies are no longer competitive in the global markets due to the rising cost of transportation, power, labor and domestically-sourced raw materials.  More jobless people are joining those already under the poverty line. This is as grim a picture as we can paint it.

Our Prayer

We, the representative body of all the export industries in the Central Visayas region, call on the President and her economic team, to take a sensitive look into the current delicate situation and sit down with us to discuss possible solutions on how the suffering sectors of our export industry may be saved from an impending catastrophe brought about by the strong PESO.  We pray for government to act immediately to put a stop to the further appreciation of the PESO and to take drastic measures, such as the imposition of a flexible exchange rate mechanism, to save our flagging export industry from total demise.  
Desperate situations call for draconian solutions.  We are barely surviving; we need all the help we can get!
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