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BofA Global Research said 
easing inflation, reduced unem-
ployment, and higher minimum 
wages would likely support pri-
vate consumption that would be 
a key driver of economic growth.

Headline inflation sharply 
slowed to an over three-year low 
of 2.8% in January from 3.9% in 
December and 8.7% a year ago, 
marking the second straight 
month it fell within the Bangko 
Sentral ng Pilipinas’ (BSP) 2-4% 
target range.

The country’s unemployment 
rate fell to a record low of 4.3% in 
2023, translating to 2.19 million 
jobless Filipinos. 

Lawmakers are currently con-
sidering bills to hike minimum 
wages in the private sector by 
P100, despite warnings that this 
could fan inflation.

BofA Global Research said 
investments may rise this year 
amid easing interest rates and 

continued implementation of in-
frastructure projects. 

For 2023, gross capital forma-
tion rose by 5.4%, slower than 
13.8% a year ago.

To tame inflation, the BSP 
hiked borrowing costs by a to-
tal of 450 basis points from May 
2022 to October 2023, bringing 
the key rate to a near 17-year high 
of 6.5%.

BSP Governor Eli M. Remolona, 
Jr. earlier said the Monetary Board 
may consider cutting borrowing 
costs this year, but not within the 
first half amid risks to inflation.

TAX CUTS
Meanwhile, the research firm 
said tax cuts on passive income 
meant to deepen financial mar-
kets may have to wait until 2028 
amid lack of fiscal space.

“The government now propos-
es to defer tax reform on passive 
income to 2028, which may have 

helped deepen debt and capital 
markets in the near term. There 
is less fiscal space in 2024 than 
there was pre-pandemic, when 
these tax cuts were first pro-
posed,” it said.

Senators have yet to approve 
the Passive Income and Financial 
Intermediary Taxation Act, which 
the lower chamber passed on third 
and final reading in 2022.

The Department of Finance has 
since proposed to the Senate to ad-
just the timing of implementation 
of Package 4 of the Comprehensive 
Tax Reform Program, as these re-
forms were proposed before the 
pandemic when the government 
had fiscal space to accommodate 
the revenue loss.

“The debt-to- GDP ratio has 
since increased from 42% in 2019 
to nearly 63% in 2023. The pro-
posed tax cuts on passive income 
and financial transactions would 
have eroded government revenue 

further,” BofA Global Research 
said.

On the other hand, the govern-
ment seems to be able to fund its 
budget deficit with both domestic 
and foreign borrowings, the re-
search firm said.

It also noted that government 
revenue growth has been healthy 
despite no new taxes. This makes 
the fiscal deficit on track toward 
its 2028 deficit-to-GDP goal of 3%.

The government’s outstanding 
debt as a share of GDP further 
eased to 60.2% at the end of 2023 
from 60.9% at the end of 2022. It 
was also below the 61.2% target 
under the government’s Medium-
Term Fiscal Framework.

Meanwhile, the government’s 
budget deficit as a share of GDP 
stood at 5.71% in the third quar-
ter. During the first nine months, 
the budget deficit narrowed by 
2.89% to P983.5 billion. — Keisha 
B. Ta-asan

“Despite some progress, corruption continues to 
undermine long-term economic development,” it said. 

In the Philippine context, corruption is both a 
“regulatory capture problem and a systemic issue,” 
said Emy Ruth Gianan, who teaches economics at 
Polytechnic University of the Philippines.

One of the best recourse in addressing corruption 
would be to give the anti-graft court Sandiganbayan 
“sharper teeth to investigate,” she said in a Facebook 
Messenger chat.

“ We also have to invest in community-based 
watchdogs as well as improve our whistleblower 
protection schemes,” she added. 

For government size, the country scored 78.2 in tax 
burden, lower by 0.1 point from last year. Its score for 
government spending decreased by 2.1 points to 79.2. 
An 18.9-point decrease was seen in its fiscal health 
score, which was at 40.5 in the 2024 index. 

The top individual income tax rate was at 35% in the 
Philippines, while its top corporate tax rate was at 25%, 
the think tank said. 

“The tax burden equals 18.1% of gross domestic 
product (GDP). Three-year government spending and 
budget balance averages are, respectively, 26.3% and 
-5.8% of GDP,” 

For regulatory efficiency, the country scored 69.7 
in business freedom, up by 3.6 points compared with 
last year and above the global average. Its score for 
labor freedom increased by 0.3 point to 57.8, while its 
score for monetary freedom declined by 2.5 points to 
65.8.

The business regulatory environment in the Philip-
pines “has generally been streamlined,” the think tank 
said, adding that the “time and cost involved in dealing 
with licensing requirements have been reduced.”

The Heritage Foundation noted the regulatory 
environment is relatively well institutionalized but 
lacks efficiency.

While the labor market remains structurally rigid, 
“regulations are not particularly burdensome,” it added.

For market openness, the Philippines scored 74.4 
in trade freedom. It received a score of 60.0 each for 
investment freedom and financial freedom. These 
scores remained unchanged.

“Foreign investment is generally welcome, and the 
Investment Code treats foreign investors the same as 
domestic investors,” the think tank said.

While the financial sector is dominated by banking 
and is relatively stable, it noted capital markets are 
underdeveloped.

The index considered aspects that also prevent 
foreign investors from setting up a business in a 
country — a thing that Philippine policy makers 
should consider as they push for amendments to the 
economic provisions of the 1987 Constitution, said 
Enrico P. Villanueva, who teaches money and bank-
ing at the University of the Philippines - Los Baños.

“The index notes that overall rule of law is weak, 
property rights score is below average, judicial 
effectiveness and government integrity are also 
average,” he said via Messenger chat. 

“It is better that the government focuses on im-
proving index scores rather than tinkering with the 
Constitution.”

The failure of institutions in the country is the 
main cause of low foreign investments, an economist 
said.

“The index recognizes that reforms have been 
made but the institutional challenges continue as the 
balance of power remains skewed,” Leonardo A. Lan-
zona, an economics professor at the Ateneo de Manila 
University, said via Messenger chat.

Weak Philippine institutions, as reflected in the 
country’s low score in government integrity, breed 
corruption and lead to specious reforms, he noted.

“The increasing numbers of Filipino households 
migrating to other countries is a testament to these 
institutional failures.”
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THE Philippines inched up one spot to 88th out of 176 countries 
in a global ranking on economic freedom by The Heritage 
Foundation. 

NEWS 
ONLINE

THE GOVERNMENT of Presi-
dent Ferdinand R. Marcos, Jr. 
should help the leather goods 
industry mechanize processes so 
local manufacturers can compete 
in the global market, an industry 
player said.

“We need programs that pro-
mote genuine leather and the 
businesses that use this to create 
quality goods,” William Lu, who 
owns Tony Tony Leather Craft-
ing, said in an e-mail.

“The program can appeal to 
sustainability,” said Mr. Lu, 
whose company that is based in 
Marikina City supplies raw ma-
terials for leather goods. “A high-
quality leather product, if taken 
care of, can withstand decades of 
use and can be passed down to 
multiple generations.”

Durability remains an is-
sue with most synthetics, he 
pointed out. 

Mr. Lu said the Trade depart-
ment should help local business-
es automate their manufacturing 
processes to keep up with inter-
national competition.

It can do so through loan grants 
or by creating facilities that “can 
speed up production and keep up 
with demand,” he added.

Most leather goods manufactur-
ers are considered micro, small and 
medium enterprises, according to 
the Board of Investments (BoI).

The Philippine leather goods 
industry increased its gross value 
added (GVA) to P11.8 billion in 
2022 from P7.1 billion in 2014, 
according to BoI data.

GVA, which measures the con-
tribution of a company or sector 
to the economy, provides a dollar 
value for goods and services pro-
duced in a country, minus the cost 
of inputs and raw materials.

The US was the Philippines’ 
top export market for leather 
goods last year, accounting for 
66.3%, followed by Japan at 8.5% 
and China at 4.6%.

Leather goods are among 
Philippine products that enjoy 
zero tariffs under the European 
Union’s Generalized System of 
Preference Plus.

A House of Representatives 
special committee on the cre-
ative industry in October 2022 
formed a technical working 
group that would firm up mea-
sures to revive the Marikina shoe 
industry.

“It is a challenge to keep on 
top of trends and maintain an 
inventory of popular items,” Mr. 
Lu said, noting how the demand 
for leather supplies is a� ected by 
fashion trends.

Tony Tony Leather Crafting, 
which started as a manufacturer of 
metal heels in the 1960s, has since 
evolved into a supplier of leather 
and other related accessories for 
manufacturers and crafters.

“Leather crafting was among 
the many hobbies people picked 
up in quarantine during the 
coronavirus pandemic,” Mr. Lu 
said. “Most were interested in re-

placing their worn down leather 
goods... or customizing new ones 
to fit their needs.”

He said hobbyists usually 
turn into entrepreneurs when 
friends and family offer to buy 
their leather projects. They end 
up catering to orders of bespoke 
leather goods.

Local leather businesses face 
sti�  competition from imported 
mass-produced products, Mr. Lu 
said. “If government programs 
can be made to support local 
businesses, I’m optimistic that 
they can catch up,” he added. — 
Patricia B. Mirasol
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LONDON — Buzzing under-
neath a set of railway arches in 
central London are hundreds 
of thousands of little flies, 
showcasing insect-farming 
technology that could help 
fight climate change.

At its research center, eight-
year-old startup Entocycle is 
aiming to show how the pro-
cess of turning protein-rich 
bugs into food for chickens 
and pigs could be adopted on a 
large scale.

 The fl ies themselves feed on 
almost any food waste and are 
better for the planet than tra-
ditional animal foods such as 
soy, which have a much higher 
carbon footprint, explains 
founder and chief executive 
Keiran Whitaker.

“We cut down rainforests 
to produce soy, we overfish 
the oceans to catch fishmeal, 
and then they get turned into 
protein feed that gets shipped 
all over the world again to feed 
the animals,” he says. “It’s in-
credibly unsustainable.”

Insect protein has become 
a popular alternative in recent 
years across agriculture and 
aquaculture as demand for ani-
mal feed surges, with companies 
including US food giant Cargill 
adopting the use of insect feed.

Entocycle, which Mr. Whita-
ker expects will become profit-
able later this year, aims to bring 
an industrial-level efficiency 
to insect farming, designing 
hardware that includes precise 
measuring devices, robotic arms 
and a temperature-controlled 
setup for breeding insects.

With the rumble of trains 
overhead and the acrid scent of 

fly feces hanging heavy around 
the office, engineers and biolo-
gists in white lab coats are pre-
paring for a significant expan-
sion of Entocycle’s research 
center over the coming weeks.

At the heart of the e� ort is 
the humble and tiny black sol-
dier fl y, widely recognized for 
its potential to help fight cli-
mate change by being a more 
environmentally friendly pro-
tein source.

“It is the quickest, cheap-
est, most sustainable insect 
to farm and it’s a non-disease, 
non-pest species found all over 
the world,” Mr. Whitaker says 
of the insect, which gets turned 
into packageable protein dur-
ing its wriggly, worm-shaped 
larva phase.

Most of the reared black 
soldier fl ies at its London cen-
ter become insect protein.

But a small proportion are 
bred in a humid insectary, 
where they will chomp for days 
on food waste — organic matter 
derived from out-of-date sand-
wiches to barley discarded by 
local breweries — before laying 
hundreds of eggs, enabling the 
cycle to continue.

B r i t i s h  e n t o m o l o g i s t 
George McGavin, who calls the 
black soldier fl y the superstar 
of the edible insect industry, 
says insect farming can help 
produce “seriously larg e 
amounts of protein” in a small 
space and in very little time

“Insect farming actually of-
fers a very viable alternative — 
and one which is efficient, rela-
tively easy to do, and without any 
ecological risks that I can see,” 
Mr. McGavin says. — Reuters

London insect farm 
hatches plan for greener 
way to feed animals 

Gov’t told to help automate 
Philippine leather goods sector
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PAIRS OF HIGH-QUALITY SHOES made in Marikina City are shown to members of the media during a tour of C Point 
Manufacturing’s shoe factory in Barangay Concepcion Uno on Aug. 7, 2019. 




