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The end of 2001 casts a pall on the economy.  The global tech-bubble has burst, September 11 has terrorized our main foreign market, and our exports have taken a beating.  These all hit Philippine business hard.

     
The general mood is to postpone large investments and to spend less.  Considering the macro-economic trends, the following industries will likely suffer the most:

· Big-ticket commerce like real estate and construction, advertising, cars and consumer durables;

· Dollar-dependent industries like foreign travel and imports;

· Enterprises seen as luxuries like golf, country clubs, jewelry, art collection;

· Industries that depend on the previous three, like airlines.

Steady demand

     
Not all is bleak, however.  The following industries should display steady demand or will be less affected by the downturn.  

     
Elementary and high school education will proceed on an even keel.  The Filipino parent will sacrifice virtually anything but this basic plank for their kids’ future.  But expect more kids to transfer to public school.

    
There will be gainers and losers canceling each other out in legal services.  On the one hand, people may want to settle out of court and avoid heavy bills.  On the other, the slump may push firms to bankruptcy, provoking litigation.  Think also of the defaults on mortgages.

    
Water utility companies and those that sell cheap bottled water will be less affected, for water is a most basic need.  The same holds for plumbing and waste disposals.  One can’t wait for the downturn to pass before attending to sanitation.

     
And yes, funeral parlors will not see any slack in demand for the inevitable.  


On a lighter vein, barbershops will manage well as hair continues to grow.


Men can’t invoke the economic slump to justify a shaggy appearance.  Note that there will probably be less demand for beauty parlors.  Women don’t cut their hair as frequently as men do, and they consider it in part as a treat for themselves.

Think of the ‘masa’ market


Just getting by is not enough.  How then can a firm thrive in this dampened economy?  Look at the demographics.


To get big, go small, counsels Dr. Ned Roberto, marketing professor at the Asian Institute of Management.  “The ‘small’ bakya consumer is the big market where it makes more marketing sense to source a consumer brand’s growth,” says Roberto.


This stress on the masa segment makes sense if one considers the population data.  The poor or the class DE market is three times that of the middle class C and 18 times the size of the rich class AB.


“In and out of hard times, the bakya market segment continues to spend,” says Roberto.  “And they spend more if not much more than the midscale and upscale segments.”


For example, the spending patterns on consumer durables reveal the masa crowd’s priorities.  In the end-1999 Basic survey, the DE consumers from Metro Manila bought according to the following percentages:  85 percent for colored TV sets, 61 percent for refrigerators and 58 percent for beds.


The fact that a sizeable chunk of the population lacks a refrigerator implies some trends for the marketer.  One is that single packets or “tingi” will continue to be popular for that segment.  Another is that the masa crowd will turn to the stores for items needing cold storage.

Booming in the harsh season


The key to thriving in this climate is to look at the needs of the poor, the “masa” market.  Then offer cheaper substitutes.


As reported in my previous article, instant noodles at P5 a pack are a hit.  They offer a very cheap meal for the poor and a filling snack for the comfortable classes.


Factory outlets and warehouse stores that give big discounts will be more in vogue.  In general, the public will scout for retailers that maintain the lowest prices.


Fast-food joints catering to the lower middle class should thrive as families shift their Sunday treats to the cheaper alternatives.


Hard times sharpen the need for loans.  But banks are now more cautious about lending.  That is the climate conducive to the growth of alternative credit sources like pawnshops.


Spending for gas and auto maintenance is a major cost sink.  More people will be shifting to the MRT, the LRT and the buses.

Cheaper substitutes


Industries linked with repair will thrive, for people are less willing now to buy new units.  They would rather tune up their existing appliances.  So that means more business for auto mechanics, appliance repair shops, even the street corner shoe and watch repair stalls.


Micro-enterprises dominate the market for auto shops, but they only provide tune-ups and body repair.  And they could be dreadfully slow.  They should upgrade quality.


The slump also creates a market for secondhand consumer durables.  There is hope in stores that sell used furniture, appliances, clothes, books and toys.


Leasing is a way to get updated machines without busting the budget.  In these hard times it is the low-cost alternative to heavy capital purchases.  One can lease just about everything:  from software to medical tools to construction equipment.


It works even on the micro setting.  Filipino college students don’t have to own computers.  Campus entrepreneurs lease them and rent them out to students, charging them by the hour.


Leasing a machine offers advantages over borrowing money from the bank to buy the machine.  Banks require collateral, while leasing does not.  Banks demand financial statements, while leasing companies do not.


There is also a need to substitute for expensive hospital care.


Hence a downturn is good news for preventive maintenance, inexpensive nursing homes and training in-home care.


Drugstores that focus on cheap generic medicines should thrive.  The government is promoting the importation of medicines from India, which cost about half the price of the regular products.


Dropping incomes, or worse, the lay-off of the main breadwinner requires the spouse to work more.  The children need to be cared for while mommy is away at the office.  That creates more demand for day-care centers.


More people will be spending on small enterprise education.  Having one’s own enterprise is the most logical recourse for a tightening job market.


Would you believe that greeting card companies actually thrive in recessions?  The slump leaves you with less cash to buy gifts during Christmas and birthdays.  As such, a greeting card makes for an inexpensive substitute.


Video rental stores may get ahead as a cheaper substitute to bringing the family to a movie at the mall.  However, video shops are likely suffering from much CD-ROM piracy.


Sadly, they may be more demand for locks and other security equipment.  Assume that crime will worsen as unemployment swells.

Exporters


The current exchange rate at P52 per US collar is much more attractive for exporters than the old P46.  That’s an incentive for businessmen to go into exports.  Unfortunately, the entire global economy is down, so the export market has contracted.


The proper response to this is to position your export product as the cheaper alternative in the market.  After all, the exchange rate makes Philippine exports even cheaper.  The cost-cutting American, Japanese or German may then look into the Philippine alternative.


For the same reason, the market becomes more lucrative for software programmers who e-mail their output abroad.  Philippine-written software should be marketed as the bargain for quality.
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