Factors causing poverty in the Philippines:

- Economic Growth

Records from 2003 show that average family incomes increased by a mere 2.5% over the 2000 level, the inflation rate hits 13.9. It is therefore evident that the level of poverty in the Philippines  increased during this period. It is even more likely to have increased by a greater degree than from the period of years 1997–2000, when average family incomes grew by 18%, inflation rate was 22%, and the population of those who are poverty increased by 1%.

A number of problems persists in the Philippines that cause economic deficit there. These includes: 

· a poor investment climate resulting in low foreign interest in investment;

· a gradual loss of international competitiveness; and

· a governance structure rife with corruption and inefficiency in economic management

· etc.

We will now take a closer look at 1 of the points mentioned above.

Gradual loss of international competitiveness:

In the 1980s and 1990s Philippine exports grew rapidly. However, since then, great competition has been presented from the People’s Republic of China (PRC) and Vietnam. Philippine exports in 2003 grew by merely a little more than 1%. The overall weak export performance is related to relatively concentrated export markets and to the gradual decline of the competitiveness of electronics products that were once in high demands. The two main aspects in exports, electronics and garments, account for nearly 50% and 20% of total Philippines goods exports, which registered declines in total exports of about 2% and 5% in 2003, respectively.

In the electronics sector, the decline of export shares is a result of a lack of investment, high production costs, poor infrastructure, and slow upgrading to new technology. Investment is a important factor to the growth of electronic goods exports, especially foreign investments, but from 1996 to 2003 investments were erratic. Gradually the sector has lost competitiveness in the international market as neighboring countries such as China, Indonesia, Malaysia etc. have increased their efforts in producing electronics with higher quality, cheaper labor and more advanced technologies.

The major constraint in the garment sector is the export quota issue. The WTO 1995 Agreement on Textiles and Clothing set 10-year quotas up to January 2005, and the quota for garment exports ruins any chance of any substantial increase in exports. When quotas are removed starting in 2005, the PRC will likely control two thirds of world exports. The PRC currently accounts for 40% of global garment exports and its share continues to grow. The Philippine garment industry expects to use existing trade mechanisms such as safeguards, countervailing steps, and antidumping measures rather than seeking deferment of the quota phase out.
It is expected that world exports will expand by about 20% in 2004, but the Philippines’ exports are forecasted to increase by only 10%, resulting in a gradual loss of export share. The export of fruits and vegetables and mineral products can help revert some, but not all, of the losses in garments and electronics. The Government would thus do well to prioritize attracting more investment

in the electronics and garment sectors to improve international competitiveness.
