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Abstract

The long term or overall objective expected in the study would be an
attempt to provide a holistic view on SM Group of Companies and its
subsidiaries’ operations with emphasis on SM investments, Inc., SM Prime
Holdings, Inc., and Shoe Mart, Inc. vis-a-vis the socio-economic situation in the
Philippines.

Based on the objectives set forth by the investigator, an inferential study
particularly a correlation study, guarantees to obtain answers to the research
problem. Triangulation, or the combination of various research methods and
techniques, both qualitative and quantitative, was employed in the study so as to
acquire credible data and to reduce the chances of bias. Other tools of data
collection are survey questions, observation checklists, case study guide,
company/industry study guide, and interview guide. Descriptive statistics are for
the tests of hypothesis, the chi-square tests, etc. will suffice.

In Chapter VII, this study verify that the usual money spent depends on
the amount of the daily wage. income is then directly proportional to the money
spent, which eventually contributes to SM'’s profit. As the capability to meet the
Daily Cost of Living decreases, consumer spending also decreases. This study
also substantiates the assumptions of the Engel Law, Historical-Materialism,

consumer psychology, ‘economies of scale’, among others.
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CHAPTER 1
1. Introduction

A. Background of the study/ rationale

Given that the current administration adheres to Globalization thrusts,
many Filipinos indeed are still living below the poverty level due to the fall of the
economy deeper into its structural crisis of underdevelopment and its worsening
bankruptcy. The government claims that the Philippines enjoy impressive
economic growth as shown by the various economic indicators, including but not
limited to, the GDP, inflation rate, FDI, and the like. However, this leads a
number of people to pose the question: economic growth of whom? The loose
operation of deregulation and privatization measures have proven to be a
double-edged sword since it partly promoted the soaring prices of vital services
and commodities that eventually, strike consumers. Despite protests from several
interest groups, utility costs such as power, water and oil prices continue to surge
upwards.

Other economic indicators such as wages, social services, and the like
seem to better reflect the real situation of the Filipinos. Wages and income did
not show substantial improvement while social services become highly
commercialized. Meager wage hike orders and slight increase in workers’ Cost of
Living Allowance (COLA) are not enough. These piece-meal adjustments solely

could not offset the rising cost of living. In the NCR, the Daily Cost of Living



(DCOL) is pegged at more than PhP602.31 as of December 2004. Moreover, the
actual minimum wage of PhP280 in this region is insufficient.!

Philippine’s massive unemployment & underemployment is still one of
Asia’s worst. The country’s employment becomes too susceptive to factors that
the government cannot control because of relying too much on the global labor
market. Furthermore, corporate control of the means of production is one of the
reasons behind the massive destruction of jobs and livelihood. Another factor is
the intensifying competition from foreign goods and capital that causes
displacement in factories and establishments. Rising wage inequality has been

one of the driving forces behind the increase in household inequality.

B. Statement of Problem

Whereas, the rapid deterioration of living standards does not illustrate a
directly proportional decrease in profit of the SM Group of Companies with its
subsidiaries, affiliates, etc. as proven by the SM Prime Holdings, Inc. ranking no.
98 as of December 2004.> As aforementioned previously, utility costs are
consistently increasing, hence, it is logical to assume that a company's
operations expenses will tend to incrementally rise with it. However, the SM
Group of Companies tumn out to be consistently expanding and amassing hefty
eamings while it is a known fact that Filipinos are becoming more and more
marginalized which restrains their capability to buy? Does if keep itself afloat by

its connivance with Henry Sy’s banks and other business ventures?

! JBON Economic & Political Briefing 2005.
2 BusinessWorld Top 1000 Corporations in the Philippines 2004.



This study then aims to uncover this phenomenon through coherently
connecting the giant store chain's background to the economic condition of
Filipinos. It somewhat benefits from the plagued economic condition, as shown
by Shoe Mart, Inc.’s Php 11.073B profit last year.:‘ Furthermore, the Investigator
will present certain aspects on SM Group of Companies Management and
Marketing Tactics/Strategies for expansion and profit; labor flexibilization
practices; Board of Director; Investor Relations; Tax Payments; tie-up with banks;

among others.

C. Significance of the Study

It seems that Filipinos continue to go to malls even though they are
financially broke. In lieu of La Consolacion’s Research Journal, 39-40% of the
population remains impoverished as of April 2003.4 Consequently, SM Group of
Companies noticeably appears to be unaffected in terms of gross profit, by the
downward trend of the standard of living of the consumers. It is assumed that if
they could no longer afford the prices of the products sold by a merchandising
outlet then it would be directly proportional to the bankruptcy of the latter. Yet,
other factors exist in relation to the SM Group of Companies’ success and
persistent expansion such as the marketing strategies undertaken by it.

Barriers to growth seem to be evident only to the less privileged. Several
people supposes that as long as the government has the upper hand in the

status quo, the wide disparity between the have and the have-nots will still

3 BusinessWorld Top 1000 Corporations in the Philippines. 2004.
4 La Consolacion Research Journal. 2003.



absolutely be in the offing due to the reason that policy makers are either
speculators themselves or highly influenced by the private sector. Meanwhile, the
larger portion of the population “could only but stare with envious eyes at the
rapid pace of development of some capitalists.™

In today's globalized world, infrastructures as well as establishments are
deemed as a nation’s symbols of prosperity and industrialization. On the
contrary, it is possible that such will become breeding grounds for the alienation
of workers in the form of market-oriented hiring schemes that offer meager pays
and that disregards job security. Many fall as preys to such arrangements due to
the lack of opportunities even to the new graduates, leading them to give in to
their employers’ preference of providing little or no benefits at all. Unfortunately,
more and more are getting involved with a bad fate, for instance, rural dwellers
hoping of making it big or simply just getting by in the principal city of Manila.

Since corporations are driven to maximize profits, a number of them tend
to use cost-cutting and downsizing measures and simply allocate most of the
profit for further expansion and maintenance. An imperfect competition would
mean that prices are greater than the marginal revenue but since MR=MC, prices
would eventually be greater that marginal cost. Therefore, consumers are paying
more than the cost of producing the good. Apparently, some companies would
insist that such condition is equitable due to the substantial costs incurred by

their service.®

5La Consolacion Research Journal. 2003.
6 Mankiw, N. Gregory. Macroeconomics. New York: Worth Publisher. 2000.



Aside from accentuating the need for the government to secure and
protect its laborers’ welfare, this study will also contribute to the local/domestic
industries in such a way that it will be made known that imported goods are
swallowing our own industries. Undeniably, small and medium enterprises
(SME's) will find it somewhat futile to compete with both the giant national and
transnational corporations. The concept of “economies of scale” gives an
explanation to this occumrence by stating that large-scale industries have better
technologies and thus, in the long run, lower cost of production.”

This is not to discount the conveniences offered by large companies to
Filipinos in terms of quality service & employment generation. Another is in terms
of contributions to overall economic output share of Gross Domestic Product
(GDP) as well as to the fiscal sector of the government in terms of revenue
generation through tax payments. Hence, this study is an attempt to weigh both
sides in order to come up with stipulations if there could be a Win-Win situation
through economic policies and other appropriate solutions. However, greater

weight is given in favor of the marginalized sector.

D. Objectives
The long term or overall objective expected in the study would be an
attempt to provide a holistic view on SM Group of Companies and its

subsidiaries’ operations with emphasis on SM investments, Inc., SM Prime

7 Mankiw, N. Gregory. Macroeconomics. New York: Worth Publisher. 2000,



Holdings, Inc., and Shoe Mart, Inc. vis-a-vis the socio-economic situation in the

Philippines.

Specific Objectives:

L d

To disclose the pertinent background of the retail magnate Henry Sy Sr.
and the SM Group of Companies as well as some of its selected
subsidiaries by following the format of an industry or company study

To determine the consumers’ and employees’ profile towards Shoe Mart,
Inc. through surveys, key informants, etc.

To evaluate the contribution of OFW remittances to the upward trend of
the SM Group of Companies’ net income

To enumerate Shoe Mart, Inc’s marketing strategies, resource
management, price deliberation, efficiency and among others

To discuss in detail the impact of the “economies of scale” concept to SM
Group of Companies’ Expansion

To take into account SM Prime Holdings, Inc.’s annual report for the year
2003: comprised of its cost of production, total revenue, total assets,
among others

To point out the various labor flexibilization practices of Shoe Mart, Inc

To discern relevant economic indicators, including but not limited to, the
current daily cost of living (DCOL), government tax revenues delimited to
those collected by the Securities and Exchange Commission (SEC), labor

participation rate, Consumer Price Index (CPI), poverty indicators, etc.



through the use of existing records and computations of various
organizations (NCTO, Government, PO, and other interest groups)

o To determine the relationship between the stagnant minimum wage and
the consumption pattern of Filipinos (particularly of necessity goods)

* To expound several concepts and issues of and related to consumer
culture/psychology, brand loyalty, McDonaldization, etc

* To interpret the statistics and figures collected in order to come up with a
rationale for the phenomenon being observed

« To correlate the relationship between the Daily Wage of consumers which
represents Filipinos’ deteriorating economy and the money they usually
spend every visit to SM malls which contributes to its parent company’s,

the SM Group of Companies, profits.

E. Review of Related Literature

The literature review contends that the SM Group of Companies’ success
is due to behavioral & economic factors. The foci of the review on the behavioral
hypothesis include but not limited to, the Filipinos’ conspicuous consumption,
escapist mentality, and virtue of cooperation and network links of overseas ethnic
Chinese, among others. Apparently, the economic hypothesis includes profit-
maximization schemef/reduction of costs, marketing/advertising, business
incentives/tax holidays from the government, contribution of OFW remittances,
etc.

1. Engels, Friedrich. Socialism: Utopian and Scientific.



. . . The materialist conception of history starts from the
proposition that the production of the means to support human life —
and, next to production, the exchange of things produced- is the
basis of all social structure; that in every society that has appeared
in history, the manner in which wealth is distributed and society
divided into classes or orders is dependent upon what is produced,
how it is produced, and how the products are exchanged. From this
point of view the final causes of all social changes and political
revolutions are to be sought not in men's brains, not in man’s better
insight into eternal truth and justice, but in changes in the modes of
production and exchange. They are to be sought not in the
philosophy , but in the economics of each particular epoch. The
growing perception that existing social institutions are unreasonable
and unjust, that reason has become unreason and right wrong, is
only proof that in the modes of production and exchange changes
have silently taken place with which the social order, adapted to
earlier economics conditions, is no longer in keeping.

Marx, Karl and Friedrich Engels, The Communist Manifesto.

Translated by Samuel Moore, edited by Joseph Katz. New

York: Simon and Schuster, 1964.

In the proportion as the bourgeoisie, i.e. capital, is
developed, in the same proportion is the proletariat, the modern

working class, developed — a class of laborers, who live only so



long as they find work, and who find work only so long as their labor
increases capital. These laborers, who must sell themselves
piecemeal, are a commodity, like every other article of commerce,
and are consequently exposed to all the vicissitudes of competition,
to all the fluctuations of the market.

The lower strata of the middle class — the small trades
people, shopkeepers, and the retired tradesmen generally, the
handicraftsmen and peasants — all these sink gradually into the
proletariat, partly because their diminutive capital does not suffice
for the scale on which modern industry is carried on, and is
swamped in the competition with the large capitalists, partly
because their specialized skill is rendered worthless by new
methods of production. Thus the proletariat is recruited from all
classes of the population.

Gerber, James. International Economics. 2™ edition. 2002.

The production of many goods, however, is characterized by
economies of scale, or decreasing costs, over a relatively large
range of output. Economies of scale can be either internal
economies or external economies. Internal economies are defined
as falling average costs over a relatively large range of output. In
practice, this leads to larger firms because size confers a
competitive advantage in the form of lower average costs. One of

the distinguishing features of intraindustry trade is the presence of



internal economies of scale. In the case of external economies,
larger firms have no inherent advantage over smaller firms, but
average costs decline for all firm as the size of the industry
increases. Unlike internal economies of scale, with external
economies, the size or scale effects are located in the industry and
notin the firm. . .

Schumpeter, Joseph. Capitalism, Socialism, and Democracy.

1942.

The reason for capitalist expansion was the innovation of
entrepreneurs. This led to capitalist construction and the
establishment of new firms seeking profit and financed by bank
credit. Firm followed the innovator until the initial gains were
exhausted. As businesses repaid their bank loans, a process of
deflation set in, with consequent readjustment of the economy and
slumps.

Marx, Karl and Friedrich Engels, The Communist Manifesto.

Translated by Samuel Moore, edited by Joseph Katz. New

York: Simon and Schuster, 1964.

“Exploitation of the laborer is a never-ending chain reaction.
No sooner is the exploitation of the laborers by the manufacturer,
so far, at an end, that he receives his wage in cash, then he is set

upon by the other position of the bourgeoisies, etc. (70-71). These

10



classes of people found in the lower strata are the proletariats, who

find work only so long as their labor increases capital. (87).

F. Methodology

Based on the objectives set forth by the investigator, an inferential study
particularly a correlation study, guarantees to obtain answers to the research
problem. In this type of study, there will be a consideration to the background
and current status of the SM Group of Companies as well as of its workers &
clients. It will provide answers as validly, accurately and economically as
possible. Hence, the collected data is only relevant if it measures what
supposedly should be measured.

Although the objectives dictate the appropriate research design, there are
also other factors to take into account regarding the choice. One factor is the
availability of one of the subjects, i.e. workers. To cite an example, several
Shoe Mart employees are somewhat hesitant to fill out survey forms and to
disclose pertinent information since it entails risking their employment status
and lead to retrenchment, hence the few respondents. Thus, it is imperative to
allow them maintain anonymity if they chose to participate in this study.

An additional tool is the friangulation, or the combination of various
research methods and techniques, both qualitative and quantitative, which
acquires credible data and to reduces the chances of bias. Other tools of data

collection are survey questions, observation checklists, case study guide,



company/industry study guide, and interview guide. Descriptive statistics and
the chi-square tests, etc. , as analysis of data and as test of hypothesis
respectively, will suffice. The general purpose for doing statistical tests in this
study is to determine the correlation or association between variables.

Initially, there will be a thorough review of existing records, including but
not limited to, archival research, census collected by NSO as well as other
institutions, surveys, journals, periodicals/serials, books, among others.
Beforehand, the objectives and variable of interest must be taken into account
to obtain the indispensable data through participant observation, such as taking
part in the mobilizations led by the KMU- Sandigan ng Manggagawa ng Shoe
Mart (SMS), tours inside the SM Corporate Offices, strolling in various SM
malls, etc.

To fillout the survey forms are 30 Shoe Mart Department Store
employees coming from different branches, and subsequent to it, only then can
the investigator ensue in the telephone interview of KMU- Sandigan ng
Manggagawa sa Shoe Mart (SMS) and Gabriela affiliated branch of SMS to
obtain a more accurate and sufficient response output in comparison to
surveys. See Appendix A. Moreover, follow-up questions were in place to
make clear some relevant information not fully expounded through survey
forms.

Following next is the mailed survey and/or personal distribution of survey
forms to some of Shoe Mart’s customers which intends to fill-out their profile

and behavior. See Appendix B. SM City North Edsa, being one of the most



profitable amongst SM Department Stores, will represent the preferred branch
of the urban based customers. Meanwhile, the survey also includes the rural
based customers of SM City Bacoor in Cavite.

The sample size was taken from the Total Labor Force population,
numbering 35,600,000 as at January 2005, which most likely comprises the
ardent consumers and/or workers. The sample size for the total respondents is
reckonable using the Sloven’s formula:

n=N/(1 + Ne?)
Hence, n = 35,600,000 /[1 + 35,600,000 (.05) (.05)]
n =400

The 400 respondents were divided into two: urban and rural based
customers of SM in North Edsa and Bacoor respectively. The distribution of
survey form for SM City North Edsa customers were done in an interval of 5
customers entering the mall (i.e. forms were distributed to every 5 customer
until there is already a total of 200 respondents).

Since landline subscribers more likely belong to class C and upwards (i.e.
C, B, A), itis logical to speculate that they can purchase frequently from SM. A
total of 91 residential and commercial addresses within the vicinity of Molino
IV, Bacoor, Cavite in the Globe phone directory were randomly selected with
the aid of the Table of Random Numbers. Each subscriber is designated a
corresponding number according to alphabetical order. Enclosed with the letter
of intent is the questionnaire with a self-addressed, stamped envelope to the

respondent’s address. The remaining 109 rural-based respondents entails the



distribution of survey form to every 5™ customer entering the mall which ends
with the 109" respondent. Surveys that will be in a multiple choice type will
supply the quantitative data. It will fill out pertinent information about the
respondents’ background, behavior, and economic status, among others.

Key Informant (KI) interviews are for data collection, questionnaire
development, and hypothesis generation regarding the SM Group of
Companies’ cost of production/operation as well as its employees’ and
customers’ socio-economic condition. These would make clear some of the
complexities, inherently embedded in studies like these, such as concepts and
theories. Impartially enough, the SM Group of Companies also have positive
merits that the study could never fully discard.

Since the SM Investments Corporation (SMIC) is the holding company of
the SM Group, its Sr. HR and Administrative Manager is the key informant
since the mentioned character has the expertise and thorough knowledge on
the parent company and its subsidiaries’ operations. The referrals to be granted
by the aforementioned authority will propel the interview proper to a number of
the SM Group of Companies investments/subsidiaries namely the SM Prime
Holdings, Inc. (SMPHI), SM Development Corporation (SMDC), Shoe Mart inc.,
SM Synergy, Banco De Oro, etc.

In order to obtain a great deal of information about the SM Group of
Companies’ operations there has to be an inquiry on the prospect key

informants, aside from SMIC's SR HR, that accommodate interviews.



G. Theoretical Framework

It is hypothesized that there is no direct relationship between the
profitability of companies such as the SM Group of Companies and the standard
of living of the majority of the Filipinos, as it now appears. In layman'’s terms, the
hypothesis is equivalent to the premise that the profitability of the SM Group of
Companies is independent of the standard of living of the majority of the
Filipinos because no matter how worse the economic status of the Philippines is,
the SM Group still amass profits. The money usually spent by customers every
visit to SM malls represents the additional revenue for the SM Group whilst the
daily wage represents the standard of living of the Filipinos. An essential tool in
stressing and comparing living conditions among households in different income
levels is the consumption pattern. As postulated in the Engel Law: “(1) the
proportion of a household's budget devoted to food declines as the household's
income increases, (2) the proportion of a household's budget devoted to housing
stays about the same, or increases, (3) the proportion of a household's budget
devoted to clothing stays the same, or increases, and (4) the proportion of a
household’s budget devoted to luxury increases.”™

Besides the consumption pattern, the investigator will borrow the well-
known Historical-Materialist framework of analysis. In lieu to Friedrich Engels’
Socialism: Utopian and Scientific,

. . . The materialist conception of history starts from the

proposition that the production of the means to support human life —

8 Fortes, Resa. Engel Law on the Estimation of Commodity & Food
Consumption ratios for total urban & rural Philippines. 2003.



and, next to production, the exchange of things produced- is the
basis of all social structure; that in every society that has appeared
in history, the manner in which wealth is distributed and society
divided into classes or orders is dependent upon what is produced,
how it is produced, and how the products are exchanged. . A
Development Research with a Historical-Materialist perspective is indeed
change-oriented towards the society, and thus, applicable to exemplify, evaluate,
and interpret the obtained data. Theory of social reality comes with this kind of
research which implies that this theoretical framework will be intended for the
exploited classes. Certain marginalized sectors will be included in the study
populations since they are all the more affected through the ‘domino-effect’ with
the skewed distribution of wealth favorable to the capitalists. This study aims to
provide theories to the advantage of the marginalized comprising the majority of
the population. In addition, the investigator will also expound the Filipino
consumers' cultural set-up. Finally, the Chi-Square Test of Independence will

interpret the data collected.

H. Definition of variables and terms

The other aforementioned variables include but not limited to marketing
strategies, labor flexibilization practices, profit-maximization schemes, etc. are
also significant in the evaluation of information. The variables to be investigated

are the dependent variable which corresponds to the profitability of SM and the

s Engels, Friedrich. Socialism: Utopian and Scientific.



independent variables that includes the deteriorating standard of living, labor

flexibilization, financial oligarchy, tax holidays, and incentives, among others.

1. Peso devaluation — substantial peso fall due to severe beating from
speculative attacks that has exposed its vulnerability to external market
conditions.

2. Daily Cost of Living — the amount needed by a family of 6 to afford the
basic necessities. The government's current Consumer Price Index
(CPl) and other sector's computation basis gauge the daily cost of
living.

3. Labor Flexibilization — include market-oriented hiring schemes such as
labor-only contracting, consignment, agency hiring, streamlining, multi-
tasking and subcontracting.

4. Contractual Workers — individuals whose employment has been fixed
for a specific project of undertaking, the completion on the termination
of which has been determined at the time of engagement.

5. Consumer Price Index — a measure of the overall level of prices that
shows the cost of a fixed basket of goods bought by a typical
consumer relative to the cost of the same basket in a base year.

6. Poverty Indicator — the government's policy is based on a computation
of the basic nutritional requirements done by the Food and Nutrition

Research Institute (FNRI). The FNRI's survey on the other hand, is



10.

1.

12.

13.

based on its food consumption survey and the income data derived
from his family income and expenditure survey (FIES) of the NSO.
Poverty Level — lowest level of living requiring supplemental charity to
maintain even the barest physical existence.

Subsistence Level — level that provides for the barest physical
existence without outside aid but does not provide for social needs.
Financial Oligarchy — interlocking of leading banks in the Philippines
with their dominant family owners and their businesses; an indicator
that shows the intense concentration of capital in the hands of a few
local elite.

Minimum Decency Level — refers to decent living that includes meager
provision for education, amusement and insurance.

Comfort Level — the level that meets the physical and social needs for
comfortable living.

Purchasing Power of the Peso — a measurement of the buying capacity
of one’s money compared to a given base year. Apparently, it has
been on a downtrend. This simply means that the legislated daily
minimum wage has a lower real value.

Stockholders Equity — also called net worth, this represents the total
contribution of stockholders to a firm, including retained earning the
firm accumulated. It represents the excess value of assets over

liabilities.



I. Description of the Study Sample

In iieu with the fact that the area of study is the SM Group of Companies
and the populations under study are the workers & customers/consumers, both
customers residing within and outside Metro Manila area are permissible
respondents to fill out the survey forms and to comprise the subset of the sample
population that denotes the Filipino consumers.

The investigator speculates that the areas within SM City North Edsa have
a great concentration of urban dwellers meeting rural migrants. A total of 400
respondents filled out the survey forms for SM City North Edsa customers and
SM City Bacoor.

The Shoe Mart employees, particularly sales clerks, comprise the largest
number of its population; hence was the source of 30 respondents chosen
through quota sampling.

The selection was made due to the cost constraints, better speed of
evaluation, and better quality of information since we are dealing only with few
numbers, therefore we can spend more time and resources for better quality
control of the data. Consequently, data that are more comprehensive is

reasonably doable from a sample rather than the entire population.



CHAPTER 2
1. Profile of the SM Group of Companies and the corresponding profit of some of
its subsidiaries and affiliates

The SM Group of Companies is one of Asia’s largest conglomerates. It

has been part of every Filipinos consumer’s daily life due to the reason that the

company has been venturing into a variety of investments not only locally but in

the global context as well. Executive President Teresita Sy-Coson, Henry Sy

Sr.'s daughter, asserted that the SM Group ‘was managing some malls in

mainland China, the operations of which were not folded into SM Prime Holdings,
Inc.”©

Teresita Sy, Elizabeth Sy, Henry Sy, Jr., Hans Sy, Herbert Sy and Harley

Sy are all Henry Sy Sr.'s offspring."' See Appendix C All other members of the

Board of Directors and officers are not related either by consanguinity or affinity.

A. SM Investments Corp. and Subsidiaries (SMIC)
SMIC is the holding company of the SM group. It was incorporated in the

Philippines on January 15, 1960. Currently it is divided into four principal sectors:

Commercial Centers — SM Prime Holdings, First Asia Realty Development

Corporation

1° philippine Daily Inquirer. Sy to pursue expansion despite crisis. November 16, 2001
U Echauz, Lydia. Henry Sy Sr. Manila: DLSU Press, c1997.
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Retailing and Merchandising — Shoemart, Inc, SM Mart, Inc., SuperValue,
Inc., Super Shopping Market (Hypermarkets), Watsons Personal Care

Stores, International Toy World,

Financial Services — Banco de Oro Universal bank, Generali Pilipinas,
BDO Capital & Investment, BDO Insurance Brokers, BDO Insurarance

Brokers

Real Estate Development Corporation, Highlands Prime, Inc., Belle
Corporation, Tagaytay Resort Development Corporation, Manila South

Coast Development Corporation.'? See Appendix D

SM Investments, Inc. is in charge of scouting for properties with great
potential for future development, as in the case of eyeing on projects with
proximity to Central Business District like Fort Bonifacio.”® SMIC has gross
revenue of Php7.098M."
Two of its subsidiaries — mall operator SM Prime Holdings Inc. and property
developer SM Development Corp. -- along with associate Banco de Oro

Universal Bank are listed on the Philippine Stock Exchange.

SM Prime Holdings Inc. SMIC is most of the time tapping Macquarie
Securities (Asia) Pte.Ltd. as global coordinator for the international offer and
Banco De Oro Capital and Investment Corp. for the domestic offering. Some of

the proceeds of the public offerings are intended to finance projects related to

12 prugay, Josephine. Personal Interview. SMIC. February 18, 2005.
By, Sy scouting for investment opportunities. October 1999. p. B3
" BusinessWorld Top 1000 Corporations in the Philippines 2004.
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tourism, leisure, and property development and repay a portion of its existing

loans."®
B. SM Prime Holdings, Inc.

SM Prime Holdings, Inc. ("SMPHI® or the “Company”) was incorporated on
January 6, 1994 to develop, conduct, operate and maintain the business of
modern commercial shopping centers and all businesses related thereto such as
the conduct, operation and maintenance of shopping center spaces for rent,
amusement centers, or cinema theaters within the compound of the shopping
centers. Its main sources of revenues include rental income from leases in mall
and food court, cinema ticket sales and amusement income from bowling and ice
skating.'® This implies that Filipinos became inclined to leisure, food consumption
and sports.

Henry Sy, Sr., has served as Chairman of the Board of Directors of SM
Prime and President since 1994. He is the founder of the SM Group and is
currently Chairman of ShoeMart Inc., SM Investments Corp. and SM
Development (:orporation.17 He opened the first ShoeMart store in 1958 and has
been at the fore in SM Group’s diversification into the shopping center, banking
and financial, cement manufacturing, tourism and real estate industries. He has

also invested in other companies outside the SM Group."®

15 pomento, Alex. Macquarie Securities (Asia) Pte.Ltd.
18 SM Prime Holdings, Inc. Operational Highlights. Annual Report 2003.
' Treacy, Michael & Wiersema Fred. The Discipline of Market Leaders.

'8 Echauz, Lydia B. Henry Sy Sr. Manila: DLSU Press, ¢1997.




SM Groups of Companies have reported several revenues as of August
2004. SM Prime has posted 2Q04 a net profit of Php1.07 billion, an increase of
11% from Php963 million. The operating margins of the company have somehow
managed to stay as it is the last year, at 58% in the 2Q04. Nevertheless,
minority interest shares have increased that led to a decline in the company's net
margins to 41% from 45% in 2Q03.'

Accordingly, JP Morgan Asia Pacific Equity Research adds more,

The company's revenue grew dramatically driven mainly by
the recently concluded national elections. Revenues consist mainly
of rentals and cinema income, both, had an increase of up to Php2
billion and Php593 million respectively.

The company has an expansion plan that expects a rapid
growth brought mainly by the expected rise and operation of the
Mall of Asia in 2005. This is a defensive approach when it comes to
the property market. It is a play for resilience in its dominant retail
position. Among the expected benefits are the increase in its total
industry sale and also an increase in its interest rates due to its net
cash position of up to Php3.7 billion. %

The Company competes with other local mall operators for tenants and
customers. Although there is increased competition, the Company believes it has
certain significant competitive advantages which include, among others, the very

good locations of the malls, proven successful tenant mix and selection criteria,

19 im, Kelly. JP Morgan. Asia Pacific Equity R h. SM Prime Holdi Inc. 2Q04 : Steady
as she goes. August 12, 2004.
 Ibid.
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and the presence of the dominant SM Department Store and SM Supermarket as

anchor tenants. Some of the major competitors considered by the company are
the Ayala Malls and Robinsons Malls.

As of February 29, 2004, the Company is directly owned by

ShoeMart, Inc. (46.67%), SM Investments Corporation (21.33%)

and SM Development Corporation (1.21%). The Anchor Stores in

the seventeen operating malls are the SM Department Stores and

SM Supermarkets.

SM Prime Holdings Inc., the country's leading shopping mall
developer and operator, reported P1.07 billion in net income for the
three months ended June, up 11 percent from P963 million in the
same period last year. Gross revenue rose by 15 percent year-on-

year to P2.59 billion from P2.26 billion.

In the January-June period the net income reached P2.2
billion, up nine percent year-on-year from P2.0 billion. Gross
revenue in the six months was up 14 percent year-on-year at P4.92

billion from P4.30 billion.

Rental revenue, at P3.84 billion, accounted for the biggest
contribution to total earnings. It included rentals from three malis
opened in the last quarter of 2003, namely, SM City Lucena, SM
City Baguio, and SM City Marilao. Cinema revenue rose 11

percent, largely due to blockbuster films, the company said.SEC



Form 17-P discloses SMPHI and subsidiaries consolidate balanced

sheets, consolidated statement of income and consolidated

statements.?'

The year 2003 was, once again, a high growth year for SM Prime
Holdings, Inc., which focused its development plans “on regional expansion, and
bringing new, spacious communitycentered venues for total leisure,
entertainment, and shopping to emerging tourist, commercial, and industrial

areas."®

By moving toward the provinces, SM Prime Holdings, Inc. is moving closer
to its market. Three more SM Supermalls now operate in strategic locations with

strong geographic accessibility and high shopper traffic potential.

SM Prime Holdings, Inc.'s investments in world-class mall facilities and
infrastructure make SM Supermalls the primary choice of Filipino shoppers
nationwide. On weekdays and weekends, shoppers enjoy a full day's program of
activities at SM malls, with a wide-range of entertainment, food, leisure, and

shopping choices at their complete disposal. See Appendix E and F

As of end 2003, total gross floor area in SM Prime Holdings,
Inc.'s 17 malls equaled 2.31 million square meters. SM Prime has a
Jland bank of 194 hectares allocated for planned mall expansion in

the next five years; planning has already begun for new malls in

21 g\ Prime Holdings, Inc. Operational Highlights. Annual Report 2003.
25
Ibid.
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Lipa, Batangas; Marikina; Clark, Pampanga; and Sta.Rosa, Laguna
.The SM Mall of Asia is being built with the same ingenuity and
fervor that launched SM City North Edsa in 1985 and SM Megamall
in 1994, and changed every Filipino family's total shopping
experience. Located on a 60-hectare prime property on scenic
Manila Bay, the SM Mall of Asia aims to exceed all standards in

shopping, entertainment, and leisure in the country.

In 2005, the first phase of SM Mall of Asia's construction will
be completed, totaling over 350,000 square meters of gross floor
area. This will include the main shopping mall (anchor stores,
tenanted shops, a bowling center, an ice skating rink and a food
court), the entertainment mall (cinemas, restaurants), and two
parking buildings. When
fully completed, the SM Central Business Park complex-- where the
SM Mall of Asia is located-- will have hotels, office, and residential
condominium developments and other spots for recreation.”® See

Appendix G

SM Prime Holdings, Inc. accentuates that it makes the climb to progress
together with the Filipino. As a corporate citizen, ‘it strives constantly to uplift the

lives of Filipinos in the areas of education, health, and livelihood”. 24

2 5M Prime Holdings, Inc. Operational Highlights. Annual Report 2003.
24 S\ Prime Holdings, Inc. Operational Highlights. Annual Report 2003.
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C. SM Foundation

Through SM Foundation,Inc., SM's outreach and community service
organization, SM Prime Holdings, Inc. supports a college scholarship program,
health and medical programs, community donation projects, and livelihood
programs for micro-enterprises and people with disabilities. The SM Foundation
College Scholarship program, which funds promising students from public
schools across the country, has produced 500 graduates to date and currently

supports 400 more undergraduate scholars.?

SM Foundation's health and medical program manages 12 activity centers
across the country for the young and the elderly. One hundred thirty medical
missions reaching 85,000 people nationwide have been conducted since 2001. A
mobile clinic facility offering health services to poor families is equipped with a
consultation room, x-ray and ECG facilities, and can perform basic laboratory

procedures for more accurate medical diagnoses.?®

SM also continues with "Donate a Book”, which benefits public school
libraries and reading centers; “Share a Toy", which brings Christmas cheer to
many children confined in public hospitals, children in day care centers, charity
institutions,and in indigenous communities; and "Share Your Extras”, which

brings goods, furniture, and food to families in the poorest areas.”’

2 |bid.
2 |bid. .
27 5M Prime Holdings, Inc. Operational Highlights. ~ Annual Report 2003.
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D. Shoemart Inc.

SM is the Philippines' leader in the retail industry. For more than 40 years
it has been committed in “providing quality products and services at reasonable
prices and to meet the ever-changing needs of its customers in a responsible
and responsive manner."?® Through its merchandise mix, world class interiors,
one-stop shopping concept, service, and value-plus pricing, it was made known

that the company has been a mover and shaker in the Philippine retail scene.

The SM Department Store chain is the acknowledged trendsetter and
innovator in the Philippine retail scene. The first SM Department store opened in
downtown Manila in 1972. Today, it has 15 branches strategically located around
Metro Manila, and key Philippine provinces - Pampanga in Central Luzon and
Cebu and lloilo in the Visayas region. The SM Department store chain is part of
SM, a dynamic group of companies founded by Henry Sy, Sr. as a shoe store in

1958.2°

E. Banco De Oro

Banco De Oro (BDO) is a full-service universal bank with 167 branches
nationwide. It is a key subsidiary of the SM Group of Companies and the
banking unit owned by Henry Sy. Recently, Banco de Oro Universal Bank has

tied up with remittance firm Chartered Forex Philippines Inc. BDO in a disclosure

28 >
Ibid.
 Echauz, Lydia B. Henry Sy Sr. Manila: DLSU Press, ¢1997.
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to the Philippine Stock Exchange said ‘“it signed agreements with Chartered
Forex, a remittance company operating worldwide for an exclusive co-
branding.”®

Under the agreements, Chartered Forex will have the
exclusive right to co-brand its remittance services with BDO. In
return, Chartered Forex has committed its foreign and inward
remittance business in the Philippines to BDO.

The tie-up is expected to give BDO a share of the huge
remittances sent by overseas Filipino workers.

The Bangko Sentral ng Pilipinas earlier reported that
remittances from OFW's in September 2003 rose to $600 million,
up 7.6 percent from $556 million the previous year. This brings the
cumulative nine-month remittances to $5.663 billion, an
improvement of 5.1 percent from $5.389 billion in the same period
last year.!

BDO registered an unaudited net income of P965 million for the first nine
months of the year, which is 15 percent higher compared to P842.1 million in the
same period last year . BDO attributed the growth to the bank's strong net
interest income which totaled P2.78 billion, up 69 percent from a year-ago

level..32 BDO said the acquisition would further broaden the bank’s consumer

lending activities, particularly in residential mortgages.

3 Manila Standard. Banco de Oro and Forex Inc Agreement. November 20,

3 Iid.
2 bid.
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Banco De Oro Universal Bank fully owns a subsidiary, BDO Insurance
Brokers, Inc. (BDOI), that started operations in 1997. BDOI since then finances
BDO and the SM Group of Companies insurance requirements. In 2001, it was
ranked no. 9 insurance broker in terms of revenue. This implies it's abrupt
improvement and consistent position within the top 10 unlike in the years 1998

and 1999, wherein it was ranked no. 40 and 13, respectively.33

Their vision lays emphasis on providing clientele the most comprehensive
coverage at minimal cost, consistently providing innovative products and
delivering of competent and problem free service imbued with the highest
standard of integrity and professionalism. Their qualities are include but not
limited to financial strength and stability backed-up by Banco De Oro Universal
Bank and SM Group of Companies; full Service Insurance Broker - No. 9
Insurance Broker out of 144 registered professional insurance brokers in the
Philippines in terms of revenue in year 2001; and dynamic and efficient
organization. Actual business volume reached P287 Million in year 2002 ;Market
Clout - Managing an asset value close to P200 Billion; and Full computer

resources.>

In terms of its link with SM Department Store and SM affiliate stores, BDO
introduced their Banco De Oro Cash Card so families can do their shopping with
out carrying a large amount of cash because the card functions as an electronic

wallet. To prove the convenience it offers, the card can be used to pay for aimost

3 BusinessWorld. 2004.
* Ibid.

30



anything and it can be used to withdraw cash from any Banco De Oro or
Expressnet/Megalink ATM. Unlike credit cards, holders don't have to pay monthly
interest rates nor annual fees. Finally, the card can be used to reload any Globe

prepaid cellular phone.*®

IIl. SM Group of Companies' tactics for profitability
A. Business Diversification

Henry Sy Sr. considers his various business diversifications whenever he
looks for new opportunities. He "has been at the fore in SM Group’s
diversification into the shopping center, banking and financial, cement
manufacturing, tourism and real estate industries. He has also invested in other

companies outside the SM Group.”

Sy once asserted ‘| think it's the trend, buy out or merge. But for me it's a
question of buy.” He has bought 125 Million shares of food conglomerates in San
Miguel Corporation for Php9.6 Billion. SMIC affirmed that it bought the San

Miguel shares to ‘broaden is portfolio investments in the Philippines.’ 5 See

Appendix { and J
B. Tax holidays

The SM Group of Companies also requests for tax holidays in order to

continue its “mission of providing reasonably priced consumer products and

3 BusinessWorld. 2004. '
% Malaya. . Pays 10% premium at PhP55 per share. SM buys San Miguel
seat for PhP9.6B. September 2002. p. 11+ 13
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services by way of tax incentives in the form of tax holidays™'. In the case of
their entry to San Fernando, Pampanga, local businessmen protested since the
request for 10 years tax holiday discriminates against them. The incentives would
cover real property taxes on buildings and machinery, amusement taxes, local

business taxes, and other fees imposed by existing laws .3

Nevertheless, Mayor Reynaldo Aquino made clear that the tax holiday
was limited only to the SM Group of Companies and that regular SM tenants will
still pay their taxes.3® As an implication, this tax incentive will benefit only the SM

Group and thus, lessen their costs of operations.
C. Advanced technology, rapid tumover and low profit margins

As for SM SuperMarket, Inc., advanced technology and efficient service is
the primary rule. It also sells affordable SM Bonus products. In Rachel Bowlby's

Carried Away: The invention of Modern Shopping,

But in many ways, department stores and supermarkets
belong together. Both are large-scale institutions, selling a vast
range of goods under one roof and making use of modem
marketing principles of rapid turnover and low profit margins. Both
rely on economies of scale through their large selling areas, and

through direct buying in bulk from producers or manufacturers. Both

3 Malaya. Pays 10% premium at PhP55 per share. SM buys San Miguel
seat for PhP9.6B. September 2002. p. 11+ 13

3 pp). Tax holiday for mall giant denounced. May 24, 1999.

» pp|. Pampanga mayor defends mall project, tax holiday. May 25, 1999
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were taken, when they first appeared on the scene, as emblematic
of contemporary developments not only in marketing, but in social

life more generally: cities and leisure in one case, suburbs and cars

in the other.*

As a major retail outlet, it stands firm on the continued utilization of price
bar codes since it is more efficient, cheaper, and less labor-intensive. It once had
been charged by the Department of Trade and Industry (DTI) of violating the

Price Tag Law.*!
D. Consumer culture

SMPHI, on the other hand, is into property development as
aforementioned. Aside from mall development, the condominium Chateau Elyséé
and residential subdivision Susana Heights are only a few of its various

investments. To quote Bowiby,

Consumer culture lends itself to images of unconscious
imprisonment. The deluded are unaware that their desires are for
worthless or superfluous things, or that they are shaped - if not
entirely created — by the skills and fricks of advertising and other
forms of presentation. They don't know that there is a better and
freer world than the shopping world in which they find themselves;

for them it has no exit, not do they seek one.

40 Bowlby, Rachel. Caried Away: The invention of modern shopping. New
York: Columbia University Press, c2001.
“ ppj October 1999. p. B1
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Opposite dark pictures like these stand their miror images:
shopping as freedom of choice, pleasure, material progress.
Instead of confinement, darkness, hidden controls, shopping in its
positive guise appears as sheer heaven or, more prosaically, as the
proud symbol of modern mobility. People are no longer restricted to
their traditional horizons, whether geographical, social or
psychological; consumer choice epitomizes their liberty to move
away from old constrictions, to indulge the freedom of new desires
and demands and to take on different identities as they wish. This
is also the dream world of shopping’s own self-images, its beautiful
stores and its glossy advertisements, where people’s desires are

treated as forever open to change and fulfiliment.*?

SM Shoe Mart, inc, considers proximity, Western-inspired structure,

comfort, variety, among others in the improvement of service. It makes sure to

cater different classes, notably from the lower- middie class.® In some ways,

firms are into creation of ‘needs’ hence, consumers would be enticed to buy the

product regardless if it is indeed a ‘need’. According to Rachel Bowlby “[t]here is

no buying or selling here; this is shopping as possibility- the sight and feel of

things, the embedding of desires and plans”. In addition, she mentioned the

French wiriter Paul Morand, after finding himself in a part of the garment District

2 Bowlby, Rachel. Camied Away: The invention of modern shopping. New
York: Columbia University Press, c2001.

3 The Milflores Guide to Philippine Shopping malls. Manila: Mitflores
Publishing. 2000.
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in Manhattan one evening in 1929, exclaimed “ . . all the social classes

disappear in this instant ready-made luxury for all."**

In terms of advantages, malls speed up urban development and supports
many thousands of small entrepreneurs. See Appendix | However, giant malls
are also resented by several small businesses due to their effect on them. Some
would wonder whether retailing history is like or unlike the history of the modes of

production and whether it is a matter of evolution or revolution.

The psychology of ‘mass’ consumption assumes an
involuntary loss of individual subjectivity, through a response that is
‘mindless’ as are the devices that bring it about. The ‘techniques’ of
persuasion — ‘techniques’ suggesting artifice as well as efficiency-
act upon a mentality that is thought of as uniform across individual
manifestations, constant and predictable n its reactions. Where a
mind is understood to reflect on or otherwise modify what comes its
way, this is a mentality that merely reacts to prompts. It is,
precisely, ‘mindless’, like the mechanical techniques that address

or manipulate it.*®

Supermarkets are being used as a metaphor for the state of the world
because of the way that commerce in general has often been seen as antithetical

to cultural values.

“ Bowlby, Rachel. Camied Away: The invention of modern shopping. New
York: Columbia University Press, c2001.
 Ibid.



Furthermore, SM's key element is contrast between the budget-conscious
consumers vs. brand-conscious ones. Indeed, consumer psychology intertwines

with the current marketing trend,

On the one hand, there is a semi-technical language,
derived from the big academic business of consumer psychology
that has entered everyone's vocabulary of describing or
experiencing their own behaviour. Solemnly or ironically both, with
a knowing mixture of mastery and susceptibility, we refer to ‘loss-
leaders’ and describe our ‘impulse purchases’ or avoidance of
them. Marketing language may also be applied more widely. The
‘sell-by date’ , heralded as an important breakthrough for food
retailing in the early 1970s, moved out of the store in the 1990s to
be used in relation to anything passé; now the expression has
probably passed its own. We can speak the marketing language,
we know what is being done to us; but this same language also

shapes our understanding.*®

The SM Group of Companies is allotting Php2.5- 3 Billion annually over
the next three years since they sought to pursue building at least 2 new malls

each year and expand its landbanking activities.

“ Bowlby, Rachel. Carried Away: The invention of modern shopping. New York: Columbia
University Press, c2001. o
7 SM Prime Holdings, Inc. Operational Highlights. ~ Annual Report 2003.
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SM Prime’s stance to open four malls this year will increase its shopping
space and eamings . With its expansion is the notion of its dominance of the mall

industry.*®

SM Group of Companies noticeably appears to be unaffected in terms of
gross profit, with the downward trend of the standard of living by the consumers.
See Appendix G. It is assumed that if they could no longer afford the prices of
the products sold by a merchandising outlet then it would be directly proportional
to the bankruptcy of the latter. Yet, other factors exist in relation to the SM Group
of Companies’ success and persistent expansion such as the marketing
strategies undertaken by it.

Barriers to growth seem to be evident only to the less privileged. Several
people supposes that as long as the government has the upper hand in the
status quo, the wide disparity between the have and the have-nots will still
absolutely be in the offing due to the reason that some policy makers are either
speculators themselves or highly influenced by the private sector. Meanwhile, the
larger portion of the population could only but stare with envious eyes at the rapid
pace of development of some capitalists.

Since corporations are driven to maximize profits, a number of them tend
to use cost-cutting and downsizing measures and simply allocate most of the

profit for further expansion. An imperfect competition would mean that prices are

 Macquarie Research Equities.
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greater than the marginal revenue but since MR=MC, then prices would
eventually be greater than marginal cost. Therefore, consumers are paying more
than the cost of producing the good. Apparently, some companies would insist

that such condition is equitable due to the substantial costs incurred by their

service.*®

E. Employee Relations

In today’s globalized world, infrastructures as well as establishments are
deemed as a nation’s symbols of prosperity and industrialization. On the
contrary, it is possible that such may become breeding grounds for the alienation
of workers in the form of market-oriented hiring schemes that offer meager pays
and that disregards job security. Many fall as preys to such arrangements due to
the lack of opportunities even to the new graduates, leading them to give in to
their employers’ preference of providing little or no benefits at all. Unfortunately,
more and more are getting involved with a bad fate, for instance, rural dwellers
have hope of making it big or simply just getting by in the principal city of Manila.
The current unemployment, labor force participation, underemployment and
employment rate seems to improve according to LFS. However, the toiling

masses do not recognize this due to their worsening situation. See Figure 1

° Mankiw, N. Gregory. Macroeconomics. New York: Worth Publisher. 2000.
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Figure 1: Labor and Employment
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As of December 31, 2003, the Company's employees, officers and
employees of the Management Companies are not subject to a collective
bargaining agreement (CBA).®

As stated in the Medium Term Philippine Development Plan (MTPDP), the
government recognizes and promotes enough special employment arrangements
that will enhance the flexibility and competitiveness of enterprises.51

The CEP is based on the 1999-2004 MTPDP and the principle that
“employment builds the key to economic growth and social equity”. It focuses on
generating and preserving employment in the country.

According to the program, employment alienation means, among others,

developing ‘Globally Competitive’ industries and transferring the country to a high

Sandlgan ng Manggagawa sa Shoe Mart (SMS). Telephone Interview. March 4,200S.
5" Medium term Cor t Program. 1999-2001.
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-value added service economy. It also promises to give greater government
spending on labor-based infrastructure and maintaining labor export as an

alternative source of employment” 32

Most employers support a productivity based wage since this will
encourage productivity. It is in their strong conviction that businesses will be

more competitive internationally due to labor flexibilization schemes.>

But there’s one other issue that has won some public sympathy:
contractualization. As of 2002, SM Mart employs 20,000 contract workers —
company calls them “trainees” — and only about 4,000 are regular workers.
The company maintains 4,500 trainees at its six branches in the metropolis
(there are other branches); only 1,500 are regular workers belonging to
Sandigan ng Manggagawa sa SM (SMS). The Herrera Law prohibits

contractual workers from joining a union.>*

A frainee receives P260 a day; a regular employee gets P340, plus
benefits and allowances. Whatever pay increase received is not because of
company’s benevolence but through union struggles. See Appendix J Still,
increases are a pittance. In their 2003 Collective Bargaining Agreement
(CBA), SMS has asked for at least P100 minimum wage increase but to

show reasonableness in the negotiation has reduced it to P40, or P120

52 ¢
Ibid. »
= . Vicente. A Study on Wage Fixing. DOLE Department Order no. 10, Rules
Leogaarg:'l"\t\:gulations Implementtng Books lil and VI of the Labor Code. PHILEXPORT.
 Narvaez, D.J. Thesis. Minimum Wage Fixing of the Regional Tripartite Wages & Productivity

Boards. ¢2002.
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spread over three years. But the company only offers P15 or P75 for five
years. SMS usually goes on strike if their negotiation for a wage increase
and other benefits went deadlock.®®
According to The Communist Manifesto,
“Exploitation of the laborer is a never-ending chain reaction.
No sooner is the exploitation of the laborers by the manufacturer,
so far, at an end, that he receives his wage in cash, then he is set
upon by the other position of the bourgeoisies, etc. (70-71). This
class of people found in the lower strata are the proletariats, who

find work only so long as their labor increases capital. 87).%

Normally, a position paper of SMS says, SM’s 20,000 trainees are
simply junked out of their jobs every three months to be replaced by new
ones. This means, every year the company hires 80,000 workers. Over the
years that SM has expanded more than a million workers have been hired
only to rejoin the country’s large army of unemployed. This is Henry Sy's
way of amassing wealth: labor pay which should go to workers in better

wages, benefits and allowances if they were regularized goes instead to

% i Manggagawa sa Shoe Mart (SMS). Telephone Interview. March 4,2005.
= fn:nr:,'g :;'nng Frie':jgrlg:thngel, The Communist Manifesto. Translated by
Samuel Moore, edited by Joseph Katz. New York: Simon &

Schuster Inc., 1964.
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the company's wealth. His employees have called Sy as Asia's

“Contractual King”. %

As of 2004, the original members of SMS were laid-off and replaced
by new contractuals mostly Iglesia ni Cristo (INC) members. The latter,
INC members, are not allowed to join unions but were recently tasked by
the SM administration to form a new one in order to justify the termination
of the previous SMS union. It is assumed that the new union is not entitied

of CBAS®

F. Economies of Scale

Undeniably, small and medium enterprises (SME’s) will find it somewhat
futile to compete with both the giant national and transnational corporations. The
concept of “economies of scale” gives an explanation to this occurrence by
stating that large-scale industries have better technologies and thus, lower cost
of production.

Economies of scale is characterized by increasing returns to scale:
Production is more efficient if the scale is larger, doubling the inputs to an
industry will more than double the industries’ production. Unfortunately, when

there are economies of scale —increasing returns, decreasing average cost of

57 Siazon. Thesis. A Comparative Study of the contractual workers of SM &

Robinsons Place Manila. 2002. )
 sandigan ng Manggagawa sa Shoe Mart (SMS). Telephone Interview. March 4,2005.
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production- large firms usually have an advantage over small firms so that
markets tend to become imperfectly competitive.>®

The production of many goods, however, is characterized by

economies of scale, or decreasing costs, over a relatively large

range of output. Economies of scale can be either internal

economies or external economies. Internal economies are defined

as falling average costs over a relatively large range of output. In

practice, this leads to larger firms because size confers a

competitive advantage in the form of lower average costs. One of

the distinguishing features of intraindustry trade is the presence of

internal economies of scale. In the case of external economies,

larger firms have no inherent advantage over smaller firms, but

average costs decline for all frm as the size of the industry

increases. Unlike internal economies of scale, with external

economies, the size or scale effects are located in the industry and

not in the fim. . . ®

% pindyck, Robert S. and Rubinfeld, Daniel L. Microeconomics. 5" ed. New

Jersey: Prentice Hall, c2001. N
& Gec%;er, James. International Economics. 2™ edition. 2002.
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IV. Philippine scenario

A. Daily Cost of Living and Income

Wages and income in the Philippines did not show substantial
improvement while social services become highly commercialized. Meager wage
hike orders and slight increase in workers’ Cost of Living Allowance (COLA) are
not enough.

In the NCR, the Daily Cost of Living (DCOL) is pegged at more than
PhP602.31 as of December 2004. Moreover, the actual minimum wage of
PhP280 in this region is insufficient. 6! See Figure 2

Figure 2: Daily Cost of Living (for a family of six, in
pesos)

S Praom
®mNCR

0 AONCR (Agricuttural)

0 AONCR (Non-Agricultural)

Source of basic data: NSO

Philippine’s massive unemployment & underemployment is still one of
Asia’s worst. The country’s employment becomes too susceptive to factors that
the government cannot control because of relying too much on the global labor
market. Rising wage inequality has been one of the driving forces behind the

increase in household inequality. Corporate control of the means of production is

61 IBON_Economic & Political Briefing. People Bear the Brunt. January 13,
2005.
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one of the reasons behind the massive destruction of jobs and livelihood.
Another is the intensifying competition from foreign goods and capital/ causes

displacement in factories and establishments.

B. Consumer Price Index
The rising cost of living and inflation could not be offset by piece-meal
adjustments. See Figures 3 and Tables 1 and 2; 2a

Figure 3

Headkne inflation Rates in the Philippines, Al Rems
(1994=100)
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Source: National Statistics Office
Manila, Philippines
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Table 2
Summary Inflation Report Consumer Price index

July and June 2004
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P e
{ 1994-based AGIORT RS TS A a3
2000 based RIS SIS ARSI A0
. NCR ;

[ o04ibased A S AL 40

| 2000-based 64 55 47

| AONCR s R j
i

| 1994-based 60 5Tt 3 -
imrraoubaRed RS TS AR i

re Inflation Rates, Philippines
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Year-on-year headline inflation rate at the national level
picked up by 0.9 percentage point to 6.0 percent in July from 5.1
percent in June. This was mainly brought about by the 10.8 percent
increase in the inflation of services. Higher inflation rates recorded
in food, beverages and tobacco (FBT), fuel, light and water (FLW)
and miscellaneous items also contributed to the uptrend. Inflation a

year ago was 3.4 percent.2 See Appendix K

| Table.2a. Consumer Price index by Region: 2003 {2000 = 100} - |

i
|

: Region Average CP X
2003 i
Philippines 113.9 i
|
i National Capital Region 148 . A

' Cordillera Administrative Reglon 115.2
‘Reglonl Hocos ‘1128
, Region Il - Cagayan Valley 112.2 i
|Reg|on 111 - Central Luzon 11.2 |
Region IVA - CALABARZON 1147 ;
i 'Region IVB : MIMAROPA . 125 i
. Region V - Bicol 1129 H
|- Region VI - Westemn Visayas 1136 . f
| Region VI - Central Visayas 119.7 |
' Region VIl - Eastem Visayas 1120 1
| Region IX - Zamboanga Peninsula 1101 !
| Region X - Northem Mindanao’ : [ 1136 el d
i Region X! - Davao 1128 |
j Region XIl - SOCCSKSARGEN . "111.3° !
; Region XIil - Caraga 1121 :
! Autonomous Region in' Muslim - i

Mindanao a7

Note: 1/ In 2000, Basilan including Isabeta City was under Region IX.
2/ In 2000, Marawi City is a part of Region XII. )
3/ .Basitan province (excluding Isabela City), which. was part of Region IX

Source 2003 Farmly lncorne and Expendrture survey (Prelrmrnary Results)
- National Stafistics Office - - L

in 2000 has been transferred to ARMM under EO 36

public of the Philippil

$INSO.
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i

| Page last updated: August 31, 2004

| ;ggge Zb.'_. Totg_l F;mﬁies and Distribution of Total income at Current Prices. by Region: 2000 and |

[RERAE Total Families (in P1,000)] = Income (in P1,000) S
| Region 2000 2003 | 2000 | 2003
G '] Total Percent | Total Percent .

| Philippines 15072 16,005  2,187,250,217 100.0 2,380,854,459  100.0 ;

| National Capital Region 2189 2299 657268424 300 639,610,619
{Cordillera Administrative Region 27572931 /1 38,404,070 1/ 18| 43,247,849 /11’8
| Region | - locos 808 849 97628234 45 104962515 4.4
'Region li < Cagayan Valley " 567" ' 600 || 61,444135 |28 ' 75659918 132
|'Region Iil - Central Luzon 1553 1,645 233724026 107 260956946
5 11.0
| Region IVA - CALABARZON 1792 1944 319974790 146 38064102
lsoni N .
" Region IVB - MIMAROPA 447 475 44460960 20 48687521 20 |
| Region V- Bicol 899" 947 851693168 39103531434 431 |

| Region VI - Westem Visayas 1212 1277 132805985 6.1 143,890,168

| 6.0
| Region Vll Central Vlsayas 1,105 1,168 109 980 924 150 a4 ,792',627

60 ; ;

f ReglonVIlI-Eastem \/sayas 737 784 57432425 31 80,169,090 34 |

| Region X - Zamboanga P fa 1/ 543 590 47913022 22 53723980 |

jza [ it MR !
|
1

{ Region X Northem Mlndanao 688 734 74,687,807 3.4 79,614,861
{33 ez X
g Region Xl - Davao T2y 78,106,526 36 91,108,262 38
Reglon XII - SOCCSKSARGEN 2/ 650 700 66,759,161 3.1 75,853,969
: ‘ |
Reglon Xl Caraga .. 4091 /438]77/33,324,105" 1.5, /39,714,439 1.7 |
{ Autonomous Reglon in Musllm . d . !
{7 'Mindanao 3/ . 4761 492 . 37,632,947 ST 40/2661158 T {

Nole 1/ In 2000 Basulan mcludlng Isabela Cny was under Reglon IX.

12//1In' 2000, Marawi C is a pan of Region Xil. } y (
3/ lgasn:m provi |ty bela City), which was part of Reglon IX in 2000,

hasbeentransferred to ARMM under EO 36. '/ g |

‘Source: 2003 Family Income and Expenditure Survey (Preliminary Results)
National Statistics Office
_’Republic of the, Philippines

Page Jast updated: August 31, 2004
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The Consumer Price Index (CPI) is a measure of the overall level of prices
that shows the cost of a fixed basket of goods bought by a typical consumer
relative to the cost of the same basket in a base year. It gives different weights to
different ‘goods’ in the basket.®

Hence, a Laspeyres index is used to measure the cost of living. However,
it tends to overstate the increase in the cost of living because it does not take into
account that consumers have the opportunity to substitute less expensive goods
for more expensive ones. A Paasche index, on the other hand, tends to
understate the increase in the cost of living. The CPl is a closely watched
measure of inflation. Policy makers monitor the CPl when choosing monetary
policy; many laws and private contracts have cost-of-iving allowances which use

the CPI to adjust for changes in the price level %

Consumption pattern is an essential tool in stressing and comparing living
conditions among households in different income levels. As postulated in the
Engel Law: (1) the proportion of a household’s budget devoted to food declines
as the household’s income increases, (2) the proportion of a household's budget
devoted to housing stays about the same, or increases, (3) the proportion of a
household’s budget devoted to clothing stays the same, or increases, and (4) the

proportion of a household's budget devoted to luxury increases.®®

 pindyck, Robert S. and Rubinfeld, Daniel L. Microeconomics. 5th ed. New Jersey: Prentice

all, c2001. )
5 Mankiw, N. Gregory. Macroeconomics. New York: Worth Publisher. 2000.

65 Eortes, Resa. Engel Law on the Estimation of Commodity & Food
Consumption ratios for total urban & rural Philippines. 2003.
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Whereas, the rapid deterioration of living standards does not illustrate a
directly proportional decrease in profit of the SM Group of Companies with its
subsidiaries, affiliates, etc. For instance, SM Prime Holdings, Inc. ranking no. 88
as of December 2004.% As aforementioned previously, utility costs are
consistently increasing, hence, it is logical to assume that a company's

operations expenses will tend to incrementally rise with it.
C. Family Income and Expenditure Survey

The share of family expenditure on food items continued to slide indicating
a change in the spending pattern of Filipino families towards less spending on
food. In 2003, the share of food expenditure to total expenditure was 42.6
percent, about 1.0 percentage point lower than the 2000 proportion of 43.6

percent.%

The proportion of expenditure on food consumed at home went down from 38.6
percent in 2000 to 37.3 percent in 2003. On the other hand, higher spending on
food consumed outside the home was observed as the proportion went up from
5.0 percent in 2000 to 5.3 percent in 2003 suggesting a change in the Filipino
family lifestyle of regularly eating outside the home and possibly be linked to the
growth of fast food chains. Families spent more on transportation and

communication as these expenditure were monitored to move up from 6.8

& gusinessWorld Top 1000 Corporations in the Philippines 2004.
672003 Family Income and Expenditure Survey. FIES.
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percent in 2000 to 7.4 percent in 2003.Increases in expenditure share were also

noted in fuel, light and water, personal care and effects, clothing, footwear &

other wear, medical care, durable furniture and equipment and miscellaneous

expenditures such as those for special family occasions and gifts &

contributions.® See Tables 3 and 4

Table 3

2003 Family Income and Expenditure Survey

Preliminary Results

Philippines 2003
Total Income 2,380,854,459.
(In P1,000)
Total Expenditure 2,005,045,840
(In P1,000)
Average Income 148,757
Average Expenditure 125,277
Number of Families 16,005
(In 1,000)

2000
2187,250,217
1,791 ,132,3#2

145,121

118,839
15,072

income and Employment Statistics Division

National Statistics Office

Republic of the Philippi

# NSO.

Percent
Increase
8.9
11.9

25
5.4
6.2

Source: 2003 Family Income and Expenditure Survey (Preliminary Results)



Table 4 Price indices

PRICE INDICES  (Source: NSO) (2000=100)
Consumer Price Index (1994=100) Jan 2005 Dec 2004 Jan 2004
Philippines 126.3 1254 1165
National Capital-Region (NCR) 1278 126.4 1174
Areas Outside NCR 126.6 1243 116.0
Inflation rate
Headline 8.4 86 41"
Core 79 78 41"
Purchasing power of the peso 0.79 0.80 0.86

The share of family expenditure on food items continued to slide indicating
a change in the spending pattern of Filipino families towards less spending on
food. In 2003, the share of food expenditure to total expenditure was 42.6
percent, about 1.0 percentage point lower than the 2000 proportion of 43.6

percent .® See Appendix L and M

The proportion of expenditure on food consumed at home went down from
38.6 percent in 2000 to 37.3 percent in 2003. On the other hand, higher spending
on food consumed outside the home was observed as the proportion went up
from 5.0 percent in 2000 to 5.3 percent in 2003 suggesting a change in the
Filipino family lifestyle of regularly eating outside the home and possibly be linked
to the growth of fast food chains. Families spent more on transportation and
communication as these expenditure were monitored to move up from 6.8
percent in 2000 to 7.4 percent in 2003.Increases in expenditure share were also

noted in fuel, light and water, personal care and effects, clothing, footwear &

2003 Family Income and Expenditure Survey.



other wear, medical care, durable furniture and equipment and miscellaneous

expenditures such as those for special family occasions and gifts &

contributions %
D. OFW Remittances contribution to the SM Group of Companies profitability

OFWs continue to play an important part in the national economy. They
are able to contribute to the country’s dollar reserve. Such remittances were
primarily responsible why the Philippines’ gross international reserves (GIR)
remains high despite the outflow of investments and the overall dollar

transactions.®® See Appendix N

The 4.9% growth in the dollar remittances from overseas
Filipino workers in the 1 quarter helps boost consumer spending,
especially in relations outside Metro Manila. Robust consumer
spending has encouraged food companies, large and small, to
expand capacities. Consumer spending will continue to get this
boost from the inflows of remittances from OFWs as more high-paid
workers are deployed in such developed countries as the US,

Canada, the Netherlands, Germany, Spain and lItaly . % See

Appendix O

5 1003 Family Income and Expenditure Survey.
 |BON Facts and Figures May 15, 2001 .
66 \ext 5000 corporations: The 5000 engines of economic growth Business profiles. 2002-2003.



“Consumer spending is fueled by remittances from OFWs as
more and more workers seek for greener pasture, dollar
remittances will also have an upward trend. OFW contribution
amounts to US$734m in July 2004. Remittances have allowed

consumption to grow by 4% per annum since 2000."

SM malls’ tenants generate 176bn annual revenues in 2003, annual
revenue of which 5-10% is remitted to the SM Group of Companies as part of the
rental income. The total sales in SM malls are equivalent to 20% of total
remittance amounting to Php 414bn in 2003, thus Macquairies Research Equities
estimate that the company’s numerous malls strategically situated in different
regions in the country captures 20% of every US dollar of OFW money spent.®®
However, it is not only SM malls that attracts OFWs but also the real estate/
property development of SM Prime Holdings, Inc. (SMPHI). For instance, the
Chateau Elyséé condominium is designed to provide state-of-the-art living at an

affordable price. See Appendix P

Since SM Prime malls and condominiums are located in areas with strong
concentrations of OFW families, it is probable that these malls capture a
percentage of their income. Hence, will lead to higher retail sales. The continued
depreciation of the peso versus the US dollar increases the purchasing power of
Filipinos receiving regular remittances. This allows them to have more buying

power in the market. It is not surprising to see that the annual growth in

 pomento, Alex. Macquarie Research Equities.
© Ibid.



remittances in peso terms has spurred private consumption. Therefore, it is the

OFWs that primarily buoy the retail trade sector after all.%® See Appendix Q

V. Analysis of Data
The survey conveyed that among the respondents who took part in this
study, 93.33% just started working for no more than 6 months since they are only
contractual workers. Furthermore, Table 5 with Panel A and Panel B illustrate
that majority are just receiving a scanty pay.
Table 5: Frequency Distribution of the Wage received by SM Dept. Store

employees (in Php)

Wage earned by the Absolute frequency Relative frequeﬁcy
respondents (Php) (corresponding no. of
respondents)
<300 25 0.8
301-350 3 0.1
351- above 2 0.1
Total 30 1.0

 CLSA Asia-Pacific Markets.



Panel A: Histogram Panel A: Relative
frequency histogram
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When it comes to social security benefits, only 13.33% replied that they
are indeed receiving such benefits. Of the choices, the right to working conditions
and service rest day both got 7% while nobody affirmed having insurance or
medical subsidy due to the fact that some employers are unaware that
contractual workers should also attain the benefits regular employees are getting.
In addition, 3% held to obtain a 13" month pay while the rest of the respondents
had not. In terms of the question on if they shoulder the apprenticeship fees,
16.67% negated that notion.

In order to take a glimpse of the current classifications of SM employees,

please refer to Figure 4 .
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Figure 4 : SM Dept. Store's employee classification

|® promos

Oftrainees
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Following next is the results of the survey meant for the usual amount

spent in SM Dept. Stores. Table 6

with Panel A and B gives an idea about

the corresponding amount laid out vis-a-vis the corresponding respondents

Table 6 : Frequency Distribution of the money usually spent by

customers both in SM City North Edsa and SM Bacoor malls (in Php)

Amount of  Absolute
money spent frequency
by the (SM City

respondents  North Edsa

customers)
<100 | 9
100-500 72
501-1000 78
>1000 Y

Total 200

Absolute
frequency
(SM Bacoor

customers)

12
78
74
36

200

Reiaﬁ\}e
frequency
(SM City
North Edsa
customers)
0.04
0.36
0.39
0.21

1.00

Relative
frequency
(SM Bacoor

customers)

0.37
0.18

1.00
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Among the SM Bacoor customers, 39% spends Php one hundred to five
hundred, 37% spends Php five hundred one to one thousand, 18% spends more
than one thousand, and the remaining 6% usually spends less than a hundred. In
comparison to SM City North Edsa customers, 39% spends five hundred one to
one thousand, 36% spends one hundred to five hundred, 21% spends more than
one thousand, and 4% spends less than a hundred. Both groups has the least
number of respondents in the Ph <100 range. This implies that SM eamns a lot

since it is a rare chance where products cost cheaper than a hundred pesos.

Table 7 : Frequency Distribution of the combined money usually spent

by customers both in SM City North Edsa and SM Bacoor malls (in Php)

Amount of money spent
by the respondents Absolute frequency Relative frequency
<100 ; 32 0.08
100-500 156 0.39
501-1000 148 ' - 0.37
>1000 - 64 0.16

Total . 400 1.00



Panel A: Histogram Panel B: Relative
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In view of the fact that the respondents tacitly belong to class C and
upwards, the survey respectably divuige that only 32 out of the 400 respondents
spends Php<100. Perhaps those who usually spend Php100 and above only
take a trip to SM from time to time but purchase a bulk of goods or services
seeing SM as a one-stop shopping area. 40.75% is in the mall once every week,
20.25% every other day and 14.5%, everyday. It is plausible that most of them
work and hence could not stroll day after day. Other respondents, 24.5%, aver
that they only drop by in SM whenever they need something.

Their money goes to buying something, consistent with the 31.5%,
individuals. Since they can choose every option that applies, a large number
also corroborated the idea of dining in the mall i.e. 25.75%. Subsequently, 88
respondents or 22% sees a movie once in a while, whereas 21.25% of them

simply hang out & unwind. The rest of the respondents uttered going to SM to
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have their currencies converted before they could buy anything; withdraw money
through the ATM; work-out in the sports section; pamper themselves in the spa;
and a lot more reasons due to the convenience of getting everything done in one
diverse place.

In coherence to the reasons aforementioned are the particular sections of
SM that are frequently visited: 35.75% in the boutiques, 23.75% in the
department store, 22% in the supermarket, 18.5% in the appliances area, and
the rest chose the less popular areas. It is undeniable that Filipinos love
entertainment and it agrees with the survey results that movie houses lead the
choices 51%, while arcade/games center follow next. Sports and leisure
sections, on the other hand, was chosen by a mere 19.5%. Nobody among the
respondents gambles inside the mall. 204 51%, 78 19.5%

Filipinos are also fond of eating; hence, SM came up with a variety of
options to choose from. 42% of the respondents are fast-food aficionados,
21.33% coffee shop patrons, 20% are into fine dining and 14.67% are the budget
conscious who prefers food court/junctions.

In terms of purchases, 78% considers quality. Although others, 33.55%,

take into account the price, 20% the brand and a mere 4.25% are into fad. Figure

5 shows these factors in buying.
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Figure 5: Customer Preference

The investigator is also interested in the consumers’ preference, thus, was
a part of the survey. As anticipated, 71.5% are into imported goods while the
28.5% minority buys locally manufactured items. This verifies the contention of
how Westemized in mind and in heart are a quantity of Filipinos, perhaps one of
the reasons why malls sell more of imported goods.

Meanwhile, 49.5% stays in the mall for one to three hours. Second in the
ranking is the 36.25% who leisurely walks for three to five hours. There is even a
10% who can beat five or more hours perhaps due to the almost endless
possibilities of activities inside SM. Infrinsic in Filipinos is also the quality of
being sociable, hence, 39% stated that they bond with their peers/buddies,

28.25% with their family, 19.25% with a partner, 9% with office mates and 4.5%
did not specify anything.
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Figure reports the money spent per visit in Php Y and the daily wage
the respondents receive in Php X by all of the 400 respondents. Microsoft Excel
was employed to calculate the covariance between X and Y. To plot the two
variables, the investigator highlights both variables and chose Insert-Chart. After
clicking XY (scatter) plot, click next. The Series can be named in the “Series”
tab, there's also a need to switch the X and Y variable so that Y is on the vertical
axis. In the next window, the chart and axes can be named. In the next box, the
location can be determined and then click “Finish.” The following graph is

created:

Figure 6 : Scatter Plot

Chart Title
£ 4000 T , _
2 3500 —— y=0.3623x +
> 3000 385.72
g 2500 — . R*=0.111
> 7
5 2 2000 :
c o 1500 : + Scatter
® 1000 {o2e i
o g
S 500 — Linear
E 0 L (Scatter]
0 1000 2000 3000| P9V
daily wage of respondents
(customers), in Php
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Above indicated are the regression line, regression equation and R2. In the

dialog box, the investigator gave the location of the Y and X variables. It is

important that all the independent variables be in a continuous range of columns.

The two-variable linear model, or simple regression analysis, is used for testing

hypotheses about the relationship between a dependent variable Y and an

independent explanatory variable X and prediction.

Table 8: Regression Statistics

| SUMMARY

{ ouTPUT |
1

I | " Regression Statistics ]

Multiple R 0.333155058

| R Square 0.110992293

|

Adjusted R Square  0.108758605

i
i
1
i

| Standard Error 408.9634862

| Observations 400

| ANOVA

I df SS MS IF; Significance |
! ‘ : : F |
| Regression 1 8310735037 8310735.037 49.69015686 7.99794E-12 |
| Residual 398 | 66565950.96  167251.1331 ) |
{ Total 399 74876686 |
_! Coefficients Standard t Stat P-value Lower 95%

| Error |
lintercept 4466950033 33.686202231 1326047383 | 1.71187E-33  380.4698751 |
| X Variable 1 0306389019  0.043464333 7.049124546 7.99794E-12  0.220939668 |
fa : Upper 95% . [Lower 95.0% " Upper 95.0% |
Bl 5129201314  380.4698751 512.9201314 |
I 1039183837 | 0220939668 | 039183837

The coefficient of determination for the money-wage is explicable by R2.

Thus, the regression equation explains about .1101 or 11.01% of the total

variation in the money spent, which the investigator assumes to contribute in SM

Group of Companies’ profit. Table shows the ANOVA computation.
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Using the data collected from the surveys, the data analysis tools in
Microsoft Excel aid the investigator in calculating the mean, median, mode,
sample variance, sample standard deviation, and coefficient of variation to

statistically describe the data.

Table 9: Descriptive Statistics

| mean : ] R A T DA ER 6354 |
| covariance 67811.9525 |
| median R TS R e2s
| mode 750 280 |
| sample var { { 221881.0175 187660.8672
| sample std. 471.0424796 433.1984155 !

dev. |
Vipearson 0333155058 |

VI. Findings and Interpretation
Using the Chi-square test of Independence, one can test at 1%
significance level if the money spent per visit by SM malls’ customers, which
contributes the latter’s profit, is independent of the customers’ income on a daily
basis. The income is on a daily basis in order to point out if they are capable of
meeting the Php 602.31 Daily Cost of Living (IBON Economic & Political Briefing

2005).
The ¢ statistic calculated from the sample data is given by

X = tho—lelz
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fe
where fo denotes the frequencies and fe the expected frequencies.

If the calculated 2 is greater than the tabular value of X2 at the specified
level of significance and degrees of freedom, the null hypothesis Ho is rejected in
favor of the alternative hypothesis Hi.

The degrees of freedom for tests of independence, or contingency-table
tests, are given by

df = (r-1)(c-1)
where r indicates the number of rows of the contingency table and ¢, the number
of columns.

The expected frequency for each cell of a contingency table is

fe= 3rfodcfo

n
where 3r and JYc indicate sum over row and column, respectively, of the

observed cell and represents the overall sample size.

Given the data gathered through sample survey, we may plug in to the

table the number of individuals with their coresponding response.



Table 11 Conhngency mble for selected SM Dept Store s customers

oy

]Wage ona Money usuallyspentperwsnt(Php)

per  day | T — ; |
| basisPhp) <100 100500 5011000 >1000  Total
i<6°2 e e e e
%2602 R e s
!Tétal S8 466 148 T

To test the relationship of the two variables it is advisable to construct a

table of expected frequency based on the observed contingency table collected

through the survey. For the first cell in row 1 and column 1,

fe= Yrfo3cfo = (185) (3) = 148

n 400
To find the expected frequency of row 1 and column 2,

fe= Y fi12cfo = (185) (156) = 7215

n 400

To find the expected frequency of row 1 and column 3,

fe= Srife¥efz = (185)(148) = 6845

n 400
To find the expected frequency of row 1 and column 4,

fe= Yrfaiefs = (185)(64) = 29.6

n 400

67




To other three expected frequencies can be obtained by subtracting from

row and column totals. Thus,

'i Table 11 “Expected frequencies for the observed frequency

|
| Wévge oﬁ a” : MonéyAdsuain's‘pe'r.lt'per ;l’is‘it (Ph‘p)w ;
i per day i
;basis(Php) <100 100500 501-1000 >1000  Toull i
;<602 ST T R e e o :
;zveoz; 17 84 80 3 215 |
;foml % 156 148 64 200 ;
1

df = (r-1)(c-1) = (2-1)(4-1)=3

=(18 - 15 +(94 - 72 + (50- 68)*

X = Z (fo—fe)*

fe

15 72 68
+(23-30P + (14-177 + (62-84)
30 17 84
+(98 - 80P+ (41-347
80 34

~25.49

Since the calculated value of X* exceeds the tabular value of x* with a =

0.01 and df = 3 (through Chi-Square Distribution) i.e. 11.34 , we reject Ho, that the
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daily wage is not a factor in the allocated amount of money for purchasing any
consumption good in SM (and conclude that individuals earning less than Php
600 seem more likely to spend less than Php100 while individuals earning more
money tends to spend more of it) Hence, the usual money spent depends on the
amount of the daily wage. Income is then directly proportional to the money
spent, which eventually contributes to SM's profit.

As the capability to meet the Daily Cost of Living decreases, consumer
spending also decreases. Only the few elite & well-off could possibly splurge.
This refutes the earlier hypothesis of an inversely proportional relationship
between the profitability of companies such as the SM Group of Companies and
the standard of living of the majority of the Filipinos. Therefore, other essential
factors prompt the profitability of the company after all. As postulated in the Engel
Law: (1) the proportion of a household’s budget devoted to food declines as the
household's income increases, (2) the proportion of a household’s budget
devoted to housing stays about the same, or increases, (3) the proportion of a
household’s budget devoted to clothing stays the same, or increases, and (4) the
proportion of a household's budget devoted to luxury increases.” This study
verifies the aforementioned assumptions.

As CPI and inflation rate increase, Purchasing Power of the Peso (PPP)
decreases. For instance, as CPI increased to 126.3 in January 2005 from 116.5

in a year ago and headline inflation rate became 8.4 in January 2005 from 41in

0 Fortes, Resa 2003.
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January 2004, PPP decreased from 0.86 in January 4 to 0.79 in January 2005.
See Appendix F

The Philippines may be below par but as the peso devaluation continues
in comparison to the US dollar, Filipinos receiving regular remittances increase
their purchasing power. Therefore, the SM Group of Companies may not be
directly earning that much in its domestic market, it is still buoyed by the greater
buying power of OFWs in the market.

To recall, R? in the regression statistics of Table 8 has a value of .1101. To
get R, the investigator computed its square root, i.e. ¥.1101 = 0.33. Since R> 0,
it means that X and Y change in the same direction. Regression analysis implies
causality between X and Y. However, comrelation analysis implies no causality or
dependence but refers simply to the type and degree of association between two
variables. The main use of correlation analysis is to determine the degree of
association found in regression analysis.

Development Research with a Historical-Materialist perspective is indeed
change-oriented towards the society, and thus, applicable to exemplify, evaluate,
and interpret the obtained data. Theory of social reality comes with this kind of
research which implies that this theoretical framework will be intended for the
exploited classes. Certain marginalized sectors were included in the study
populations since they are all the more affected through the ‘domino-effect’ with
the skewed distribution of wealth favorable to the capitalists. The findings

obtained strengthen the Historical Materialist perspective.
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“From this point of view the final causes of all social
changes and political revolutions are to be sought not in men's
brains, not in man’s better insight into eternal truth and justice, but
in changes in the modes of production and exchange. They are to
be sought not in the philosophy , but in the economics of each
particular epoch” 7'

Moreover, this study verifies the related literature on Communist
Manifesto:

“In the proportion as the bourgeoisie, i.e. capital, is
developed, in the same proportion is the proletariat, the modern
working class, developed — a class of laborers, who live only so
long as they find work, and who find work only so long as their labor
increases capital. These laborers, who must sell themselves
piecemeal, are a commodity, like every other article of commerce,
and are consequently exposed to all the vicissitudes of competition,
to all the fluctuations of the market.”’

The diminutive capital of the lower strata of the middle class “does not
suffice for the scale on which modern industry is carried on, and is swamped in
the competition with the large capitalists, partly because their specialized skill is
rendered worthless by new methods of production.” .3 unfortunately, when
there are economies of scale —increasing returns, decreasing average cost of

production- large firms usually have an advantage over small firms so that

™ Engels, Friedrich. Socialism: Utopian and Scientific.
7 Marx, Karl and Friedrich Engels, The Communist Manifesto.

" Ibid.
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markets tend to become imperfectly competitive. The SM Group undeniably has
economies of scale as shown by its characteristics. Due to this reason, it will not hurt
itseff if it lowers down the prices of its products until its competitors die out.

Through this study, it was found that Banco De Oro has mutual relationship with
the SM Group since both parties benefit in their connivance. “The reason for capitalist
expansion was the innovation of entrepreneurs. This led to capitalist construction and
the establishment of new firms seeking profit and financed by bank credit.” ™ Financial
oligarchy may possibly be another reason for the parent company’s inevitable boom and
gains. The hold of a few elite over the wealth of the nation buttresses as banks continue
to merge while the finance capital and industrial capital maintains their tie-up.

With the ailing situation of the country, Filipinos gives the impression of
preoccupying themselves with the superficial joys of going to the malls in order to forget
temporarily their hunger and debts. The SM Group of Companies somehow, in any way
or another, benefits from this kind of mentality that Filipinos have, i.e. escapist. A
number of them tends to be impulsive buyers, though they should be prioritizing more
important bills/payments. SM subsidiaries’ allure is indeed irresistible, be it in the real
estate, mall development, tourism, banking, entertainment and, retail tycoon Henry Sy's,
other business ventures.

As mentioned earlier, this paper in no way claims to be conclusive. In order to
strengthen the findings, the investigator recommends that a more detailed study on the
Chinese-Filipino business practices & strategies. The hypotheses that cannot be

accepted are not necessarily ‘rejected’; one simply does not have sufficient evidence to

acceptit.

P
™ schumpeter, Joseph. Capitalism, Sociafism, and Democracy. 1942,
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APPENDIX A

Survey questionnaire for SM employees
Greetings!
| am Shenna Sanchez, a BA Development Studies student, with the thesis title
“An Indepth study of the SM Group of Companies’ profitability in spite of Filipino's
rapidly deteriorating living standards”
Given your involvement on this matter, please kindly fill-out this survey form.

Every response is assured to be kept confidential.

Thank you very much.

Name (optional)

Age

Status osingle omarried
Sex amale ofemale

1.For how long have you been working for SM? Are you a regular employee?
____ Months
oyes ono
2. How much wage are you receiving per day? Php
o <300
o 301-500
o 351 above

3. Are you a member of any union? ayes ano
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4. Are you entitled to any of the following?

o yearly incentive leave oinsurance or subsidies
o right to working conditions & standards o medical support

5. Do you receive any social security benefits? oyes o no

7. Are you paid of a pro-rated 13" month pay? oyes o no

8. Is it true that workers are made to pay apprenticeship fees when joining
training programs? oyes ano

9. In what position did you start as an SM employee?
o frainees
O CONSigNors or promos

o others , pl mention

10. Are the uniforms issued by SM are reduced from the worker's first month’s

salary? cyes G no

Thank you very much.
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Appendix B

Survey questionnaire for SM customers

Name (Optional): Sex:M
Occupation: - A;);: ale[JFemale[]
Status: Single [] Married [] Contact No.
1. How often do you go to a mall?
0O Everyday [ Once a month
O Every other day [ Others (Pls. Specify):
O Every week
2. What is/are the reason/s for going to a mall? (Please check all that
applies)
O To see a movie [ To hang out and relax
O To dine 0O Others (Pls. Specify):

O To buy something/window shop

3. How much is your income (please compute in a daily basis):
O less than or equal to Php600 O >600

4. How much do you usually spent when you goto a mall? Php
O Less than P100.00 O P1001.00 and above
1 P101.00 — P500.00 [1 Others (Pls. Specify):
0 P501.00 — P1000

5. What particular place/shop in a mall do you usually go to?

O Department Store 0 Appliance Store
[0 Supermarket DO Others (Pls. Specify):
[ Boutiques

6. Inside a mall, where do you usually go for entertainment?
[ Movie house [0 Gambling (ex: bingo)
O Arcade/games center O Others (Pls. Specify):
[ Sports and Leisure

7. Where do you usually dine?
0 Food chains (ex: McDo, Jollibee) O Coffee shops

0O Food court 0O Others (Pls. Specify):
0 Fine dining

8. What factor/s do you consider when you buy something? (You can choose

more than one)
0 Brand 0O Fad
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0O Price O Others (Pls. Specify):

O Quality
9. Between the two choices, which do you prefer?
O Local 0O Foreign/Imported
10.How long do you usually spend your time inside a mall?
0O Less than an hour O More than 5 hours
0 1-3 hours 0O Others (Pls.
Specify):
0 3-5 hours
11.When you go to a mall, youare withyour ____ ?
O Family 0O Office mates
O Peers O Others (Pls. Specify):
0 Partner

Thank you very much for your time! ©
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APPENDIX C
Henry Sy Sr. Profile
According to Lydia B. Echauz' journal with a title ‘Henry Sy Sr’,
Henry Sy Sr. arrived in Manila in 1936 from Xiamen, China,
at the age of 12. He came to follow his father who supported their
family by running two sari-sari (variety) stores. He helped his father
in their stores until Manila was razed to the ground as the Second
World War was ending. One store was burned and the other was
looted. Pained by the hardships of war, his father decided to go
back to China, asking young Henry to join him. Henry, then 19,
decided otherwise. He went into trading of whatever merchandise
there was, which was very limited, given the circumstances of the
times.
Job lots of shoes which he bought form American
businessmen became his main merchandise. In time, he managed
a shoe store co-owned by him an his friends, who chose him to be
the general manager. After a few years, the group broke up and
Henry decided to carve out his niche in the field. With his savings,
he traveled to the U.S., mainly Boston and New York, to look into
the business prospects in shoes. Using the yellow pages of the
telephone book as reference, he combed the business district, one
section each day, asking cabbies to take the most cost efficient

route for a fee. There he surveyed the shoe supply. He struck good
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bargains on job lots of shoes, that is, of varying styles and sizes.
He was the biggest buyer of the sample shoes, invariably size 4,
his wife's but not too many American women's size. At “‘end-
season,” he bought the ending season’s shoe materials supply,
again in bulk. He made many such trips and purchases. It did not
take long for the word to spread. The man who did not merit the
shoe suppliers’ attention when he first stepped on U.S. soil was
now a favored buyer.

In the meantime his one shoe store in Manila grew into a
chain, Plaza, Paris, and Park Avenue among them. As he was
running out of names starting with P, he decided to just call the
subsequent stores Shoemart. The first Shoemart (SM) opened on
Carriedo, Manila in 1958. Many more SMs followed soon.

Because local shoe supply was not enough for his stores, eh
extended the offerings of his business to the soft line- - clothes and
accessories, a natural complement to shoes. In 1972 Shoemart-
Carriedo was expanded to become the first SM Department Store.
Shoemart-Makati was likewise converted to a full-size department
store in 1975. Not long after, Shoemart-Cubao became the third
SM Department Store. Shoemart-Makati and Shoemart-Cuabo
were huge compared to the traditional shoe stores and department

stores. More huge Shoemarts have come into existence then.
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Before long, SM became a household word and leader in the
department store industry.

Still, shopping was mostly an individual activity. Henry
wanted to make shopping fun, family affair. He thought of what
other activities families would want tot do and enjoy doing together.
The idea of a mall clicked into place and Henry conceptualized SM
malls to put under one rood no just the SM Department Store and
the SM Supermarket, but also the SM Food Court, cinemas, dining
outlets, a whole amay of merchandise and service shops,
amusement facilities such as skating rinks, bowling alleys, vide
game arcades, kiddy rides, and countless novel ideas of activities.

Henry once more moved to make his idea a reality, as he is
now known to do successfully. From 1985 to 1997 he has built six
SM malls, with more on the drawing board for the next four years.
The supermalls now make up SM Prime Holdings, Inc., the premier
publicly listed company of the SM Group. Since the SM malls came
on the scene, Philippine family lifestyle has never been the same
again.

The SM Group is at present engaged in a diverse range of
businesses, namely retail merchandising, real estate development
and management, banking and financial services, securities
investment, tourism and entertainment, cement manufacturing, and

consumer services.
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APPENDIX D

Interview with SMIC Sr. HR & Administrative Manager Mrs. Josephine
Arugay (using Company/Iindustry Study format)

1. What are the significant aspects of the Company profile of the SM Group

of Companies?

The SM Group of Companies is owned by the retail magnate Henry Sy Sr. A

It is one of the largest conglomerates in the Philippines . SMIC is the ultimate

holding company of the SM Group and is at present engaged in a diverse

range of businesses namely retail merchandising, real estate development &

management, banking and financial services, securities investment, tourism

and entertainment, cement manufacturing, etc. SMIC was incorporated n the

Philippines on January 15, 1960. Through its subsidiaries, affiliates and other

investments, SMIC operates a diversified range of businesses in the Phil. The

SMIC holdings are divided into 4 principal sectors:

Commercial Centers — SM Prime Holdings, First Asia Realty Development

Corporation

Retailing & Merchandising — Shoemart, Inc., SM Mart, Inc. Supervalue, Inc.,

Super Shopping Market (Hypermarkets), Watsons Personal Care stores,

International Toy World

Financial services- Banco de Oro Universal Bank, BDO Capital & investment,

BDOI Insurance Brokers, Generali Pilipinas.
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Ms. Sanchez,

This is to acknowledge receipt of your request. However when I browsed
over

the attached questionnaire, I feel that majority of the areas might not
be

answered by our group. Anyway, I will be very glad to refer you to the
appropriate departments. pPerhaps the best move at this point is for
you to

try visiting our office so we both can discuss your concerns.

Our office address is SM Corporate offices, Bldg. A, 1000 Bay
Boulevard, SM

Central Business Park
Bay City, Pasay City.

Please bring this note along with you. Thanks.

Mrs. Josephine A. Arugay
Sr. HR & Admin Manager

SMIC

j=—mm——— P e >

| | shen sanchez

| | <shenz_lee_montad@|

| | yahoo. com> |

| | . |
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|=-= +: >
>=== = -1
| |
| To: jaa@sminvestments.com, |
| shenz_lee_montad@yahoo.com |
| cc: (bcc: Josephine Rebecca A Arugay/SMPRIME)
| Subject: Letter of intent (interview) & |
| questionnaire |
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The SMIC has subsidiaries whose shares are listed on the Philippine Stock

Exchange namely SM Prime Holdings, Inc., SM Development Corporation,

BDO Universal bank & Highlands Prime, Inc.

SM Synergy, an 85% owned subsidiary. In January 2003, the present

company acquired an additional 34.55 interest in SM Synergy for PhP86.3 M.

2. Is there any sector of SM Group of Companies that is into production/if
yes, pls. provide a number of profiles about its product.

. Is it executing its operations efficiently?

. What are the various inputs & the costs of such inputs?

. Where do sources of inputs coming from?

o o0 w »

. Are there any strategies in the management of inputs?
Let's take the (SMDC) SM Development Corporation as an example. Input
includes land which is from the SM Group of Companies’ land bank of 194
hectares in 16 strategic location, which are earmarked for future mall
development in the coming years. Real estate costs that relate to
acquisition, development, improvement & construction of the
condominium units are charged to operations when the related reserves
are recognized. The costs of the condo units with contemplated
construction not yet completed are determined based on actual units
incurred plus estimated costs to complete the condo unit. Some inputs
come from Henry Sy Sr's other related business ventures.

3. The Market (Consumers)

A. Please cite some markets strategies aimed at your customers



B. Who are your target consumers? What can you say about the
consumers’ profile and practices?
C. How is the pricing of the products deliberated?
SMDC is into real estate development & applies advertisements on a
monthly basis (e.g. ads: locally & abroad, billboards sales strategies,
saturation drives, creating awareness, booth exhibits in malls,
corporate visits, etc. in order to persuade customers to consider the
units.
Target consumers are from market class B-C, particularly the
OFWs. The pricing of the products are deliberated through accounting
of marketing expenses, construction costs, land cost, operating
expenses, etc.
4. SMindeed has a quantity of stockholders , how can you declare that there
is a win-win situation for both parties?
Dividend income is recognized when the stockholder's right to receive the
payment is established. Stockholders invests capital to be used in making the
company grow, therefore in return, we declare dividends for them.
5. What can you say about your recruitment process?
SM Group of companies is a member of the Personnel Management
Network of the Phil. Job vacancies are made known thru newspaper ads,
networking, referrals, etc. External recruitment is only done if the current
labor supply does not possess the requirement suited for the job

description.
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APPENDIX E
SMPHI Price
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APPENDIX F

Relative Performance Chart of SMPHI

Wacquarie Research Equtics

SM Prime Hodags _Scptember 2004

Among Lhe £ comaaries we cover. we detieve Skt Prime is the best way o clay the
GWh 0 rembances Mest oF SM Prare malls ore bcated it areas vt sxong
concantrarons ot OFW faabes. Moregver 52 2mest 667 of the remzancas a2
spen: on basc Hems, A s ‘ogsal 10 assaTa that a Mty o the shopcing ey
goes o SN Prime s mals. sinow .1 13g me largest number of mals in the country.

Furnermare. £7208 ‘nsioe SK e malls are predemirantly desgned w0 coter o the
basic neecs of OFW tamles sancsarty food. Cicthing, nouse wares a7d nexpernsve
enverainment ‘moves oand arcases; Moteowar. ‘oregnaxcharge counters arz 250
stalegicoly koated insde the mads enwwing Tt cace OFWSs of ciers Cesoz @
exchange their fore.gn cusmency. Ty are tlemptec 1o spend ins.oe the mals

SUPrre’s macagerent hss 1ot bee able H quart’y the ama.m of vegr durrercy
exchanged imsice s mals. Howeve cosendtg MRIKAGors & a foregr-exchange
co.ner ‘nside on SN dapartmert siocre sLggasts ot @3cn bocth idnsacts between
USSERCAC-HLLT M2  par day. SM Prmes tenards gererate PLISA in
a7ras revenues of when 5107, is rerted 1o the company as pan of tre rentai
iwoms The tots sales i~ Sk malls ars ejuivaiert  29% of total remittances
amoutticg 15 P4 TkA i1 2002, Tus we estimate that 207, & svery US dolar of OFW
merey sperl is cagiured Dy the company's malls.

Tnis atows St Prme to o5 hgter renzl 58t 3s Jompaed © Ster mal
operaiors. Last year, SM prime posted 7%: same-store sales. wh e aer players grew
by orly 3-5%.. We exzeciih s venc w comn.e (5 year siven thal the rew ma'ls 1 be
0oen=d afe it the TS T have hgn-Oensty ave3s o OF W famiies.

Fig 2 Relative performance chart

* (42}
70 -l 2000
85 1,750
& 1.500
55 1.250
50 - 5 3 1,000
-3 3 3
:: 3383 %3 %38 8§ 3§83
—SlA ———PCOM?
Source. Toomdory

S0 bacs, OF 000N Aor TN iard OSCORLBS MG SSCRaDe

87



APPENDIX G
SM Prime Holdings, Inc. (SMPHI). Consolidated Financial Highlights.
ANNUAL REPORT

2003.

2003 Consolidated Financial Highlights
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APPENDIX H

as of May 2004
Awards And Citations For SM Prime Holdings, Inc.

2nd Place Overall Best Managed Company, 1st place Best corporate Strategy, 1st place Best corporate
govemance, 2nd place Best financial management, 2nd place Best focus on shareholder value, 2nd
place Best operational efficiency

e 12th Annual Best-Managed Companies Poll, AsiaMoney Magazine, January 2004

.

2nd Place, Best In Comp G Comp h Survey, The
Asset Magazine, December 2003
¢ 2nd piace Best Corp G in the Philippil 44th place Best Corporate Governance in all
ging Markets, Corporate G Poll, i ptember 2003

e 2nd place Best Asian Company, 2nd place Best Company in Property Sector in Asia, Euromoney
Magazine, December 2003

e #1 Corporation in Property Sector, #95 in Overall Ranking BusinessWorld Top 1000, Anniversary Report
2003

e #12in Overall Ranking, Philippine Graphic Top Moneymakers 2003

1st Place Best Corporation in the Philippil 2nd place Best in Property Sector in Asia
Euromoney, 2002

1st place Best in Corporate Govermance
Corp G h Survey
The Asset Magazine, December 2002

1st place Best Company in the Philippines
Asia's Best Companies
Euromoney, February 2002

Asia's Leading Companies
Far Eastemn Economic Review 2001

1st place Philippil Best ged Company, Best ged Company Over the Past 10 years, 1st Place Best in
Corporate G ce, C Strategy, of Financial Accounts, Treatment of Minority
Stockholders, Access to Senior Management

Asia Money Magazine, December 2001/January 2002

1st Place in the Philippines
Asia's Best-Managed Companies
The Asset Magazine, October 2000

Best Philippine Company for Strategy and Management
Asia Money Magazine, December 2000

Best Managed Company in the Philippines
Euromoney, 2000

Asia’s Leading Companies
Far Eastem Economic Review 2000

1st place Best Philippine Company for Overall Strategy and Reliable Forecasting
Asia Money Magazine, December 1999/January 2000

1st Place in the Philippines
Asia's Best Companies
E ine, D 1999

1st Place Best Managed Company in the Philippi
jaM ine, December 1997/January 1998

Y Mag
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SM Prime Holdings, Inc. is named one of only four *Alk stocks in
the Philippines
Time Magazine, 6 July 1998

Asia"—and the only one from

Cited in "Asia's Strongest Companies” Poll
Finance Asia Magazine, March 1998

Cited as one of the "World's Top 200 Emerging Market Companies®
Business Week, 13 July 1998

1st place Best Managed Company in the Philippines, Best Philippine Company for and
Reliable Forecasting and Financial Accounts
AsiaMoney Magazine, 1997

APPENDIX|
Interview with Sandigan ng Manggagawa ng ShoeMart (SMS)
1. Anong mga isyu ang kadalasan ninyong ipinaglalaban tuwing nagpipiket?

Isa rito ay ang pagsasa-apruba ng Department Order # 18-02 na ipinalit
sa tinutulan ding DO # 10- 97. Parehas lamang ang dalawa na nagpapalabo sa
konsepto ng security of tenure kung kaya't na-ilegalisa ang kontraktuwalisasyon.
Naitatago sa DO# 18-02 ang laganap na kontraktuwalisasyon sa anyo ng
‘probationary’, ‘apprentice’, ‘leamers’ at ‘trainees’. Nakasaad din dito na ang
‘security of tenure’ ay batay sa tagal ng panahong nakasulat sa kontrata.

Nagkaroon pa nga noon ng pag-aaral ang Center for Women’s Resources
(CWR) na nagbubunyag na halos 80-85 bahagdan ng manggagawa sa branches
ng SM sa NCR ay mga kontraktuwal. Wala pa sa % ng kabuuang bilang ng mga
manggagawa ng SM ang regular. Masasabing kontraktuwal ang mga
manggagawa kung sila ay naging ‘rainees’ 0 yung mga mismong na-fecruit ng
SM o kaya ay mga ‘promo’ na ni-fecruit naman ng mga consignors tulad ng GAP,
Levis, atbp. Hangad naming maging regular ang mga manggagawa matapos ng

6 na buwan dahil iyon naman ang nakatakda sa Labor Code.
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lkalawa rito ay ang mga isyu ng Collective Bargaining Agreement (CBA)
kung saan laging naisasantabi ng pamunuan ng SM ang mga manggagawa nito.
Nagkaroon din ng pagkakataong nghabla ang SM laban sa mga sumapi sa mga
aktibidad na may kinalaman sa CBA. Tuluyan nang binalewala ang CBA noong
Disyembre 31, 2003. Nilabag din ng SM ang 1999 CBA dahil hindi nagiging
kasapi agad sa unyon ang mga baguhang regular na manggagawa.
Nagpapapirma muna ang SM ng papeles, ngunit wala namang nabanggit sa
napagkasunduan na magkaroon muna ng pirrmahan bago maging miyembro ng
unyon. Tila baga ayaw talaga ng SM na sumapi sa unyon ang mga empleyado
nito.

lkatlo din sa mga idinidiin ng SMS ay ang P125 umento sa sahod. Kung
20,000 ang manggagawa ang SM, 4000 lamang dito ang regular at 1500 lang
dito ang kasapi sa SMS. Ang mga trainee ay tumatanggap ng P260 kada araw
habang ang mga regular ay P340 at may kalahok pang benepisyo at
allowances, at ang mga 'promos’ naman ay may P180 lamang. Tungkol naman
sa hinihinging umento, P15 kada araw kada taon lamang diumano ang kayang
ibigay ng SM. Samantalang ang kakaunting miyembro lang naman ng unyon ang
bibigyan nila. Sa isang position paper ng SMS ay sinasabi na halos 80,000
manggagawa ang tinatanggap ng SM kada taon dahil 20,000 na trainees ang
tinatanggap ngunit tinatanggal din malipas ang tationg buwan. Imbes na
ipambayad ng sapat sa mga manggagawa sa pamamagitan ng mas angkop na
pasuweldo, benepisyo at allowance ay napupunta lahat ito sa bulsa ni Henry Sy

Sr. sa pagpapalawak pa ng emperyo nito.
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2. Ano ang mga hinaing ninyo laban sa SM na may kinalaman sa unyon
ninyo?

Binabalewala ng pamunuan ng SM ang hinihingi naming kakarampot na
dagdag sa pasahod at benpisyo. Gumagawa pa nga ito ng kaparaanan upang
mabuwag ang SMS. Ngunit ang pinakamalala dito ay ang paglabag sa
karapatang pantao sa pamamagitan ng brutal na pag-disperse sa amin ng mga
guwardiya. Alam naman siguro nila na nakasaad sa Labor Code na bawal ang
marahas na pagsira sa piketlayn ngunit patuloy pa rin nilang nilalabag. Nais
talagang buwagin ng SM ang SMS, tulad na lamang noong pinasali nila sa SMS
ang mga baguhang regular na manggagawa na kasapi na Iglesia ni Cristo (INC)
upang sila ang pumalit sa SMS. Nagpakalap pa sila ng signature campaign na
nagsasaad na kikilalanin ang bagong unyon na pamumunuan ng mga kasapi ng
INC, na P14 na lang ang umento sa sahod at hindi na magkakaroon muli ng
CBA. Pinipilit ang mga manggagawa na pumirma sa pamamagitan ng
pangangako ng signing bonus na halos P1500.

3. May mga isyu ba na kinasangkutan ng kababaihan?

Oo naman. Isa sa hindi makatarungang patakarang-paggawa ng SM ay
ang komodipikasyon sa kababaihan. 80 hanggang 85 bahagdan ng mga
manggagawa ay pawang mga babae. Pinipilit pa ang mga ito na mag-makeup at
magsuot ng maikling palda. Bukod pa rito ay ang buong araw na pagtayo at
limitadong oras para sa paggamit ng palikuran. Di rin sila binibigyan ng
benepisyo laan para sa kalusugan, araw ng pagliban para sa pagbubuntis o dili

kaya para sa buwanang dalaw.
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4. Ano ang masasabi ninyo ukol sa Maza bill?

Ang Maza bill *Strengthening the Right to Security of Tenure Act of 2001” ay
naglalayong amyendahan ang mga Artikulo 280 at ibasura ang Artikulo 281 maging 55-
57 ng Labor Code na nagpapatibay sa probationary employment ng mga manggagawa.
Layunin nito na maisa-regular ang mga kontraktuwal at mabigyan ng nauukol na

pasahod at benepisyo. Dito rin nakasaad ang mga kaparusahan para sa mga lalabag

APPENDIX J

QUICKSTAT - NSO

QUICKSTATEL O ETRLI IS
A Monthiy VostRequested Statistics

PRICE INDICES (Source NSO)
COnsumer Pm:e Index (1994 100)

Phi pmes X
“National Capﬂal Reglon (NCR) ‘ 1264, 11747
" Areas O 0utsude NCR 1256 125’9”"""'"136.01'-'
o e T . .
Headline '8 86
Core ) o o B f

" Purchasing power of the peso

" Retail Price Index for Construction Materials

in NCR (1978=100) 1,000.1; 9909 8222/
. ctmmrem e e i3¥2004] NovZIT)| " Oct 2003}
Retail Price Index in NCR (1978=100) _ "1,103.6 10082 10358
Wholesale Price Index for Construction . : h i

Materials in NCR (13885=100) 3119 3109 268.4"
iiavsothinibiochit 4 e T f5004 BREYTETTE)

'General Wholesale Price Index in the o r ) i

Philippines (1998=100) 1467 1454 1336!!

) N [ Nov 20034

Producer's Price Index for Mihdfaddﬁdg i r
in NCR (1994=100) W 2075

R SR S RN

93



||—--
souroe Bangko Sentral g Pmpmas) Nov 12 Oct 12

Total 169

fai . . St
SeaBased

OFW DEPLOYMENT (Source:Philippine Overseas
Employment Ad’hvnxslrutmn )

614891
126,278

TTe19,217.
120,709

Total ’
Land Based T - 35,324‘ a721
Sea Based 18,170 18,018

ACTUAL STRIKES/LOCKOUTS
Dec TI7 2004

(chrce National Conciliation and Meu ation Board)
‘Notice of strikes/lockouts files : 30 47
‘Actual strikesflockouts declared

LABOR AND EMPLOYMENT (Source. LFS) II_

Total labor force (million) 35.6 35.1
Labor force participation rate o o o _7 ) _665% o 672% S 671 %/
Employment rate 89.1% 88.3% 89.8%
Uﬁémployment rate ) '10.9%' 1.7% 1 o'j'z%f-;
Underemployment rate T16.9%  17.6%  158%

| 5 O P

(Source NSCB) 4th Qtr XN} 3rd Gt N0 4th Gtr 200
At Current Prices
" Gross National Product T 71484809 1288664 1315048
"Gross Domestic Produd T 4,389,817 1,198,335 1,232,128,

At Constant Prices
‘Gross National Product 1302733 324, 727,
"Gross Domestic Product 318560 279590 302,308

INCOME AND EXPENDITURE (at current prices) 1
Source: FIES 199

" Annual average f family income PU8616  P145121  P12316
Annual avefage famuly expendltur o N 124,377’ 118 839 99, 537

Annual g famny ing P24,239° st 282 P23 631,

—— B — = eielomptonis SR

Source Natlonal Statlstlcs Oﬂice

Manila, Philippines
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APPENDIX K

Degployment is now
900,000/ yeuar from
oaly 75,000 in 1975

Lack of job opportsmitics
s the reasoa wiy people
Jook For pobs abroad

Noce than 2.0m

remittances

The government began encouraging Filipings to work abread in 1975 when
the country lirst sent 35,000 workers. Todyy, more than 900,000 Filipinos go
abeoad for work ancisally. Al any given time, abelt 2.5m Flipinus, more then
66 of the 82m total population, is hard at work i more than 190 countries
across every continernt. Thos, what was conceived in the 19705 as 2 stop-g2p

1o abeviiste A3 and bl the country pary for 4s
ol Imports is now a major force in the economy and a vital source of foreign
currencies. For neilions of FRiging families, i is the dedrest way W escape
povety.

Last year, dose 12 S6C,300 FRipino workers went abroad, 10,000 more than
the pevious year Swee We Asin BaanGal cosis, e aniuid number of
wotkers going atroad has averaged 861,633, compared to less than 700,000
prios 1o 1957. Tre lack ot job opportuniies in the Phiippines is the main
reason st Fipinos iy thas ik olvtad. Accordng to the Department of
Labeur and Employment {DOLE}, the uremployment rate swalled 20 11.4% in
2063, as only 560,000 new jobs were Geated against 1.45m new entsants e
the soridorie.

L)

Devloved ovensess Filinina warkers ...
2,000y £009; 3 Deshoyed OFYs
00 —cY change {RHS)
€05
700
502
500
402
300
200
00

sEF3 828882883

L 2 =

P ———
S PREGPInG U %o Cmok7imeeet St oy (PGLA]

The quest for a better lite abroad, or mesefy 3 way oul ol the country, has
ome W & point where ewint doctors are enrclling in nursing courses to be
able 10 apply 35 caregvers i the US. This 15 & faster way 10 get a working
visa to the US, where caregivers are i greater demand than dactors.

With not ensuth jobs, pecle are 4ise iy O eni g the

are
residieg abroad

skilled. at the various embassies around Mar£a’s Makati ared, long
Gueses are dealy visible of FRipInOS Lying 10 SeOU¢ OVEISEas visds or work
contracts. The US, Conedy, Austzalia and New Zealand e the Fevoured
destinations. Eventually, many Filipinos find their host countries a better place
10 livee and decide to migrate bringing their udle Larvly with them. Anong
the estimated 7.5m oversias sworkers, more than 2.0m kave chosen to stay
pes by, by gaining idence or foregn Gt i

February 2004
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eurn 20 higher
thay work abroed

Filiginos are
everywhere

Fillipinos ere
seafarers 100

Saction 1: Yhe OFW economy. OFW remittanc

For a licensee to recruit tegitimately, the government, through the Philippares
Overseas Employinent Admirstration (POEA), requires at teast USS7,000
(P190,000} up ia:v a5 A swrety bond, Lo be kept i escrow, and 3 dean legal
record. Thereafes, the ffice keeps 3 regular public lile of a recruiter’s status
{"Good Standing”, “Delisted™ or "Banaed Forever™).

wiorking in Manila, nurses bring in US$2,000 2 year, while in the US they can
eam a much as of US$40,000. Flexibie, industiious and freguently skilled,
Filipinos are fnding their way ke unexpeded niche markels. Hurses trained
In the Philippines, for instance, are more likely ond up working efsevhere.
Hospizal recruiters from Narway and the United Kingdom travei to Manila to
hire them. A NUISES CoTIad averages around thive years.

Domwestic helpery in. Hong Kong earn & average of USS4S0 a moreth. Thwss, it
5 0 voraier thal even Flipne teachmrs are wiling to Lake the work, given
that their menthly teaching paycheck back home is only dese o UsSs250.
According to Department of Labour and Employment {DOLE), the minimam
wage i Menia is US$4.5C & day, Lampared weth the Jeerage USS48 a day
vamed abroat uncer contracls Ly the US

o

Labowr coat{howr in USS (2002}

Soures: Eeoromst

Fiipinos mob Hong Kong's Statue Sguare on any given Sunday afteincan -
young domestic workers cadeteation their day off together. Hong Kong s &
temporary home to 200,000 Filipinos. You see signs in the Dubai airpoert, with
Ffipinos napping on benthes between conmclions 19 varous Persian Gulf
destinations. Filpings hawe been a major sowrce of labour - voth white and
bloe coller - in the Middke East since the 1973 oif embarge by the
O isaton of the ing Courtties {Cpech. You find them on
ships ad in parts everyahese. AL feast 25% of the wnoikfy sealaes are
Filipinas, 2nd the majority of crurse waiters, too.

A least 255 of OFWs are sca-based, mostly working for intermational
shipping lines, on both cargo and passenger ships. Sea-based workers have a
shorter contract, fasting far less than a yedr. Yet, decpite tie shorter contrace,
thar salarins are mach highes thim what & comestiz helpes receives in Hong
Kong or Singapoe.

February 2004
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APPENDIX L

OFW remittance contribution PCE Growth vs. GDP

growth

(LS8

OFW resnifiances sre

OFW remittances

The OFW economy
ENDIRO overseds workers arc plying O very inpoviant role i the giodal
cconamy oty a0d will cortinue 0 do $0 i the ture. Therelure, we
must give thin owr st SUpport and integrate them ints our brodd
ELONOMIC SLILEYY INT JEVEIDNONE INOJITS.
Jaime Augusto Zadel de Ayela LT
President anc CEO, Ayala Corporation

In this repart. we examine the contributicn of ovesseas Fidplno workers’
s

mabat
10 Ure ecomomey

A weed 10 adost policies
that could opties

(OF sy ©3 0 the overall y and the

bas on the devciopmient of the r.wmry Mony l'I'lpho Tomilies ey on
resnittance fioms as an additional seurce of income to supplement what they
earn domesticaly. Thes2 remiaress ave been a statle soaice of fureign-
exchange iacome for the government and are a great stabiiiser during perods
cl eConumic unNCEdinty.

Hewever, as noted in the quote sbove, tuspite the obvivus importanos of
OFV/ remittances to the cconomic fortunes of the Phikppines, the government
bhas not managed to intogiate them fully into tie countrys economic
pamning. Currertty, the roustry © fundied n Orge part by o loose

cn ol ymall-Ka'e 10 Gur view, the OFW contribution
shoukd be propetly recogniséd & an eCONVMIC Sector iy its own right.

Thuetudta need w0 enhance the muitipier elfects of these comittances to

remiltasce coatribution

must &dopt polides that woul! maximise the
bcneﬁts This cequites & strategy thil woulé encourage channelling ol these
CATHRGY 4t procuctive asets vach a5 real ﬁu- the stack marlu:l and
vther business where they It
noud require Kess ffrt to Alract USS1bn nom o—w than it would be to
invite the seme amount in foreign direct nvestment {FDZ}

The backbme of the economy
orvw ve been the engliwe of growth of Ue Philippine econanry

farce beltind our
‘economic stabelity

in e past seves: yeus Through the monthly semittances of mote than 7.5m
Filipinos abvoad, consumiption spending llas grown saudy faster than the
overall ecunomy - an avesage of 4.0% since 1997 versus average GOP growth
of only 3.7%. Hore Impanamy, remilzances have been & source of stability
for the courdry. It nol for ts maney flow, we estinate thel COP would Ive
ontracted by & average of 1.5% in the past Unee years.

Sage

{Y3Y " chargel

E0 e nuane

B —

95 97 o8 99 ca o1 oz o3

S Mool Stantisl Cooemasen Board (500)

alex.pomento@dsa.com Fabruary 2004
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APPENDIX M
OFW Remittances contributions to

SMPHI.

Equities

‘ hillppines » Outporm

SM Prime Holdings Moy

OFW remittance growth is good for the company

Real estate

Targel Price. P7.60 (+24 6%)

11600:04)
MareiCaoUsS  1CTMM Price: P6.10

SM Prime should benafit on the 14% YoY growth in remittances. SM Prime malls
are located in areas with strong of OFW il We

that 20% of every USS of OFW money spent is captured by the company's malls.
This sllows SM Prime to post higher retall sales than other mall players.

Filipino (oW Jurmped 14.4% YoY to USS734m in July.
The iy rami:ance was 253 the hgrst ave - —a y09: Ths bvogt remitiance % USSA TEn, up 5% n
e 408t savar oMY Of The yen and abendy 507 Of tha G2V TTANT'S TuTat of USSS 1ha s year,

The growth was to morc abroad. Deploywant geea ny
S DEYOY 13 SA3 AT 1n the perod under revimw 1»:\- wDs Qooc ~ews v the Cezdayment a& moe
Fipms wet & hghenayirg j363, 5020 95 BIastion 0oraerns, canggivess nandges. Sartassrs ad
perlarming aruss.

These romittances aro o koy factor in tho i Tre aomuat
67 LINCE oM OFWS SIovees & SRGY SUoEy ¢ US duiltas it the spot marsel ard 20008 L
excremy thugh ‘--s_wr::cr an? imvestmacts. The USS2.lon ramtances expedted this year s
eqavmert 3 107 of GNP, 2790 of the coartin's told fors i resertves of USS ¥ dr
Sument BoCoTt recaits.

Moy wn W Ap Bep Oa Nov O

w2002 - 2003 RI2004

Gowce Bmwlo Skl ry Pdoias

Alox Pomaento Tel: (632) 840 8935 olox.pomento@macquaric.com

15 Seplember 2004
PLEASE SEE THE IMPORTANT DISCLAIMER, COMPANY

OISCLOSURES AND ANALYST CERTIFICATION ON THE LAST PAGE OF THIS REPORT
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APPENDIX N
OFW remittances being spent for consumption goods

(= CISA ] Section 2: Keeping the Philippines afloat  OFW remittances

++. but most of Remittances akso keep the Philippine economy afioat, as most of the money is

temittsnces gous used ta purchase the basic needs of lamilles. Corsumprtion spending has been
e e oasic  the sousce of groweh lor the Privave
for 74% of the Philippines” GCP and the bulk of the growlh is attributable to

the OFW money.

As mestioned, the bulk of the roney is used to support the monthly needs of
one’s fannly members back home, particatarly in food, dothing and touse
wares, as we!l as the education of the childien. The breakdown of private
sporiding last your shows ke -\mlosl 50"- 7«:.( te food and beverages, whie
14% verk L tousehold L anc icns, vital cogs
in todays modern world, account lor only 7% of total private spending. Thus,
% o woader that companies Bke San Miguel, SM Primve and Jaliibee Foods
were cbhr (0 sustzin growth in e past twee yeas, as mwst of their
vioes ane for

TranorL a0
corrunicators
e

Gevetmyes end
Sating redecss
Fo 4%

Srane WIS

In the past thirteen years, tie Philippine peso has plunged by more than 75%
against the US oolar, from P24.64/USS in 1990 to P55.50/USS ut ond 2003.
HMost of the sleep depreciation in the peso tappened in 1997 when the
currency fell 4292 YUY Lo P40.92;USs. Shice them the pess has failen by
another 13% to & record low of PS6.2C/USS.

Weaker peso means The contnued depreciation of the pesy versas the US dober increases the
more buying powes purchasing powes of Filipinos receiving regulir remittances. This aslfows them
for OFW tamilies to haee mere buying power iy the market. It is not sumrbsicg W see thal
annual growth m remittances N peso termrs has Spasred private consurmplion.
Hominal priviate corsunrion grew by an avevaga ol 11% in the past thirteen
years. In the sanwe pmlod. lmnnunr.m Increased Ly an average 21.9% in

pesd tIs. ige of private
increased lo 13% in 2003 !ru na nwly S% in lm
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The US i the mais
remitisnces
fobflowed by Asia-Paciiic

Section 2: Ke

OFW remittances

TR Ih 4 S8 N bsind

 Phifippines aflost

Keeping the Philippines afloat

Given that there 2z more than Lhm Fidpno famidies out of te country's tutal
populetion of 82m (assuming an average tamky size ot livej. the 7.5m OFWs
average cut to one In every two famikes having a relative overseas. 1n other
veards, Nalf the popaketion sees its income sugmented by remittances sent by
refatives. OFW money helps a dot in improving the iile of redpient Kamilies.
The US$2,CC0 a year sort by 2 typical CRWV is nwxch higher than the country's
per capive Fxome al USS00. Further, the average annual revttance is dose
1o it third of the USS3,600 average income per family vased on the Hational
Statistics Coordinating Board dika. The average size of a famliy is five

IS cCauss 1%} 5o
o—Y Ve (RHS) @
n
20
e
o
(&)
i s s 7 < 3 © o oz 3L i

S71m0e LK, TASS 203 Fandsr Rotkefs, K308

W kO w oW

The buik o} the countrys remitonces comwe from e US, given thal & has
ottracted most migrants. According to the Departrment of Foreign Affairs,
e than 2.0m cut of the total 2.5m Flipines ovasexs workes and
emigrants are in the US. Honetbeless, the share of the remittances from the
USA has fallen tu 67% of the total in 2003, Irum & high of 80% in 1995. In
atsofute termis, s contribution reme2ing high &t USs3.9%n, up from USs2.7Ln
in 1295, The share ol remitances hem the Middie East meanwnile bas
Increased to 13% in 2003 from practically nothing in 1995, while Asia-Pacific

ies have been it o their i Wil arouns

and Europ
14% and 6%, respedively.

Sogme: CTIC, OB
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APPENDIX K

tis now
900,000/ year fram
only 75,000 in 1975

Lack of job opportumities
why people
Jook fos yobs abroed

The government began encousaging Filiginos Lo work abroad in 1975 when
the country first sent 35,000 werks. Teday, more than 900,000 Flipinos g6
abeosd for work amiually. At any given tine, sbowt 7.5mv Flipinos, more then
5% of the B2m total population, is hard at work in meore than 190 countries
across every u:d.neu‘x l'hus what was conctived in Lhe 1970s as 3 stop-g2p

o allevi and hwio Whe country pay for s

ofl imports is now 3 major force in Wie economy and a vital source of foreign
curnendes. For mifions of Flipine famities, it i the dearest way Lo escape
pUverty.

Last yedr, dose 1o S60,000 Fliping workers went abroad, 10,000 move thin
the previous year, Swee Whe Asion ligancal crsis, the amuyl number of
workers going abroacd has 2veraged 861,633, compared to less than 700,000
prior 10 1957, The lack o} job oppivtunities in the Philipgines is the maln
rouson that Filpinos &y thes fuck abroad. According to the Departinent of
Labow and Enploy {DOLE), the 1ate swedled w0 11.4% in
20C3, &5 only 560,000 v joUs were meated a0ainst 1.45m new emsants 1o
Whe wos kioxce.

Spres

D Deghoves OFWs. i} p26
—taY changs (RS

§§i3 ¢

= 2

FAERE P
:
38 2 g8

1932
1
-
2

20

SOURT FHAFPSS Duttas SIS A TN (FULA]

The quest for a betler JKe alvoad, or mesely a3 way out ul the courrry, has
wme 1o 3 poink where cwest dottors re earolling in nursing Courses to be
able to apply as caregivers in the US. This is a laster viay 1o get a working
visa to the US, where caregivers are in greater demand Lhan doctors,

With not enough jobs, people are Hiso (huusing 1o enigrate, pasticularly e
skilled. Glancng at the various entbassies around Marda's Makati area, teng
Guenss ére toxrly visible of FRIpIos Uying t3 Secwe overseas visas or work
contracts. The U5, Coneca, Australia and Hew Zealand are the levoured
destinations. Eventually, many Filipings find their host countries & Detter plisce
Lo live and decide to migrate bringing their whale (aaly with them. Amang
the estimated 7.5m oversses .smkcqs mote than 2.0m have chosen to stay
per by gaining s i or foreyn ati;
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Filipino nurses
carn 20x higher #
ey work abroad

Teuachers paychecks are
hal that of & domestic
helper ia Hong Koog

Filipinos are
everywhere

Filipinos are
seafarers oo

For a licensee to 1earuit fegitimataly, the government, through the Phifippaves
Overceas Enployiment AdniinvsUation (POEA), requires at feast USsS7,000
(P290,000) up hiswt as 2 surety bond, to be kept W escrow, and 3 ciean fegal
record. Thereafter, the office keeps a regular public file of a recruiter's status
("Good Standing™, “Delisted” or “Banned Forever™).

Working in Maniia, nurses being in US$2,000 a year, whilke in the US they can
earn a6 nwch as of USS40,000. Flexible, industrious and frequently skitled,
Filipings are Gding their way into unexoecled niche markets. Rurses tramed
in the Phiippines, for instance, are more likely o end up working efsevhere.
Hospital recruitess from Horway and the United Kingdom traved to Manila to
hiTe thern, A nuTSes ComTact averages 2round tnve yeaxs.

Domestic helpers i Hong Kong carn an devrage of USS450 a month. Thass, it
55 0 wonder that even FRIDNG Werthars are willing 10 Lake the wek, given
that their manthly teacning paycheck back home is only ciose o USSZSD.
According to Department of Labour and Employment {DOLE), the minimum
wage in Manid S USS4.5C a day, wompared eth the Juerage USS48 a day
varned abroad unoer f pp! Ly the US

buses

Labour cont/howr i USS (2002} . ...

Source: Eeoremmet

Fdipinos mob Hong Kong's Statue Sguale on any given Sunvday afteiroun -
yourg domestic viorkers celebreting their day off together. Hong Kong 1S a
tempor2ry hame to 200,000 Filipinos. You see signs in the Dubai aiport, with
Filipinus napping on benthes between comections 1 various Petsian Guif
destinations. Fikpinos hawe been a major source of labour - soth white and
blue colier - in the Xiddke Easl tince the 1973 cil embargo by the
Organisation of the Petroleumn Expiiting Countiies (Opec). You find them on
ships and i ports everywhere. AL last 25% of the acikl's sealaers are
Fdipings, 2nd the majority of tuise waiters, too.

A teast 25% of OFWS are sea-based, wwstly working for wterationat
shipping lines, on bath cargo and passenger ships. Sea-based workers have a
sharter Contract, fasting for fess than a year. Yet, despite the shorter contrat,
their salaries are mach higher than what a domestiz helper receives in Hong
Kong or Singapore.

alex.pomeanto@dsa.com ?



APPENDIX L

OFW remittance contribution PCE Growth vs. GDP

growth

= LS8

OFW remaiitances are
a

The OFW economy
ERDIR0 overseus workers are pying & very snpivtant roie i the giodal
SNy 2003y S0 Wil coatinue 1o go 50 in the Riture. Theredore, we
must gve then oor Ast support ams smegrate e mitd our broad
ECONOMIC SUILATY INC AEVEDINENK OIS,

Jaine Augusts Zodel de Ayala L1
Prestern anu CEO, Ayaky Corporation

In this repart, we exemine the cemrlb-mcn of avzrsms Fiping .vovlws
nd the

10 the economwy

Covernrremmt nosds ko
reccgnize OPNs as
a8 sconomic sector

Remittances are driving
farce befend our
ecomomic stelulity

(OF s} to the overall
fas on the development of the r.mmry Many Hi];vw families rdy nn
remittance flows s an acditional source of income to supploment whaot :hcy
earn domesticaly. These remitarues have been a stable source cf [
exchange income for Ue government and Jre i gred? stabiiiser duiing periods
¢l cconumic uncestainty.

However, a5 notee it the quote above, despie e obsicus importance of
QR remittances Lo the ecoromic fortunies of the Phikppicies, the guvernment
tas not manaced to integrate them fully into the counlrys econoimic
Panning. Curm-:uy ne reustry BB

Trere b a dear nerd o enhence Uie matipier elfeds of these cemittances to
the coonomy. Guewatnmenl et adopt poldes that woultt maximise the
benefits. This requires a strategy thit wou'd encourage channetling ¢l these
antngs into produstive assets such &5 real ostate, l.hz:.(u:xmalu:lanu
cther business ties where they g more it
Would 1equite hess effort to altract USS1tn [zom OFY than it wouid be e
invite the saime amount in foreign dised bvestment (FDI)

The backbone of the economy

OFv remittances nave been the engine of groeth of the Pilippine econom y
in the past seven: yoas. Through the monthly remianves of moce than 7.5m
Filipinos abvoad, consumption speuding has grewn mudh (aster than the
overall economy - an average of 4.0% since 1997 versus awirage GDP growth
cf only 3.7%. More importantly, remiltarces have been a source of stabiity
for the country. If 0ot for tids ey Nea, we estimate thet COP vwould have
wntradied by an avesege of 1.5% in e past three years.

penditure (PCE) growth versus GO qrowth

{Y3¥ 7 rhargel -—-.ae

55 3 97 o8 Ed £ 01 02 23

S Ml SEMLAE CounanaTe n B2 (850)

alex.pomento@dsa.com Fabruary 2004
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APPENDIX M
OFW Remittances contributions to

SMPHI.

Equities

Phllppinos o » V Outperform

SM Prime Holdings Brppen
OFW remittance growth is good for the company

Real estate

Tanget Price. P7.60 (422 6%)

{1e0R0e)
adeiCaUSS  1o7am Price: P6.10

SM Prime should benefit on the 14% YoY growth in remittances. SM Prime malls
are located in areas with strong of OFW il We f
that 20% of every USS of OFW money spent is captured by the company’s malls.
This sllows SM Prime to post higher retal] ssles thon other moll players.

Fillpino (OFW) Jumped 14.4% YoY to USS734m in July.
The J.y remisancs was 'ss the harest ews for & year Ths brsgnt emittanze 0 USSA TEr, up 5% n
3 151 SAar ONIYS Of The 8" A0 ALeAsy B0 6 Tha GTvemmant's Supas of USSS 1b7 tnis year,

The growth was attributable to more Filipinos working abroad. Denloyment giea by
©IUYOY 1o ER2.2UV 1 the penad under raview Teare vaw Qo maws 2 the cesloymeal as mure
Fipm: wrt iz Ngheoming j2s, 5400 25 B3 ITONDJ60S, Sonaiva s mono s Sieetalars o~d
ourfarming ef

These romittances aro a key factor in the Philij Tre amruat
“erttance fram OFYS Srovdes a stendy sueg’y ¢ US de W 1ha sped rareEt atd woas Lt e
exrcry ough SotsJmeisr and investments. The USS2.!on ramrances expedted this year 5
€unaert 3 107 o GNP, S770 of the Courtry's LA fre a7 reserves of USSTEL-, ard aroost 187 o
cLTent 2ccourt reents.

Fig 1 OFW remittances (US§on)

o Feb Mo At May vun Ml Aag Sep O3t Nov Dec

WX 2003 K20CH

Souron Bungho Swakal ny Pdsnes

Alox Pomento Tel: (632) 840 8935 alex.pomento@macquaric.com

15 September 2004
PLEASE SEE THE IMPORTANT DISCLAIMER, COMPANY D(SCLOSURES AND ANALYST CERTIFICATION ON THE LAST PAGE OF THIS REPORT
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APPENDIX N

OFW remittances being spent for consumption goods

afloat OFW

Saction 2: Keepl

a0 keep the i i Yy S%0a, a3 NSt of the money is
used ta purchase the basic needs ol lamilies. Corsumption spending has beer:
the source of gruwth lor the Private ¢ 4 z

for 7436 of the Phifippines’ GOP and the bulk of the growth ks attritntable to
the OFW money.

AS MArtioned, the bulk of the Moeney Is used to support the momhly needs of
eae’s lanuly $ back home, partis y 2 fvod, dothing and house
wares, as we!l as the cducation of the chilren. The breakdown of private
JPONNG Jast yoar Shaws Ui Jimost 50% wont to food and boverages, whie
147 wert Lo P> and . vital cogs
in today's modern world, acceunt for only 73 of total private spending. Thus,
it 33 no woader et companies ke San Migeel, S Frime and Jolilbee Focds
were abie 2 sustzin growth in tne past three yeass, as moest of thedr
P vices are for tial ior.

0 of erivate consumstion (2003) . .

Ohvers
3

Fradt
9%

Cevetages end
pEvos

4%,

Sxenx. WS

In U past thirteen years, e Philippine peso has Plungeu by more than 75%
aganst e US collar, from P24.64/USS in 1990 to PSS.SOAUSS it end 2003,
Most of the steep depruciation i the peso tappened in 1997 whea the
curency fol 4295 YoV to PH0.92/USs. Since then the pesd has fallen by
snother 13% to 0 record low of PS6.20/USS.

The continued depreciaticn of the pess versus the US dokar increases the
purchasing power of Filipinos receiving regular remittances. This allows them
to have mere Luying power it the market. It is not surprising w son that
Annual Yrowth in remitanies in Peso erars has spurred privabe consuanplion.
Hominai private consuraption grew try an average of 11% in the past thirteen
years. In the same period, remiltances increased by an average 21.9% in
pesd terms. Mareover, remiltances as a percontage of private usumgtion
increased to 145 in 2003 front & teasly 4% in 1390,

February 200+
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The US is the maia
of

Keeping the Philippines afloat

Given that thete are more than 14m FHipino famiies ot of the courtry's total
popuketion of 82m (assuming an average famby size ot five), the 7.5m OFWs
dverage out to one in every two familes having a relative overseas. In other
viards, half the populstion sees its income augmented by romittances sent by
relatives. OFW money helps o kot in improving the fife of recipient tamiiies.
The USSL.000 a year sert by @ typical OFW s much higher dien the courtry's
per capra income ol USs%R0. Further, die sverage annual renvtzance s dose
to a third of the USs3,6D0 average income per family tased un the Hational
Statistics Coordinating Board data. The average size of a famity is five.

CAUSS ta

—0Y 18 W (PHS) @
»
]
R
0
1oy

Sorre LA, E0S8 Az fonf Markels, NSUS

WA B oa oD

"

The buik oF lnu counlrys Temktances come from the US, given that & has

somsce
foflowed by Asia-Pacific

moss o Acvording to the Departiment of Foreign Affairs,
more than 2. orr cut of the total 2.5m Filipines cyersexs workess and

arg in e US. the share of the remittances from the
USA has fallen to 67% of the total in 2003, frumy 3 high of 80% In 1595. In
absolute terms, its contsibution remezins bigh ot USS3.90n, up frem USS2.7Ln
In 1995, The share cf remittances frem the Middle East mwanenie has
increased to 13% in 2003 from pra(ucdly nothing in 199.: while Asia-Padfic
and have been » their with arcund
14% and € 6%, respectively.

Face? Raan b
acts Lot
1=
13
Soo=: QLK I3k
February 2004 alex.pomento@ctsa.com 9



Greetings!

|'am Shenna Sanchez, a BA Development Studies UP-student, with the thesis titie “A Case study of the
expanding SM Group of Companies vis-a-vis the deteriorating Philippine economy”

Given your involvement on this matter, please kindly fill-out this survey form.

Thank you very much.

Name (Optional): Sex: Male [] Female [
Occupation: Age:
Status: Single E Married [] Contact No.

1. How often do you go to a mall?

O Everyday O Once a month
g}very other day O Others (Pls. Specify):
Every week
2. What isfare the reason/s for going to a mall? (Please check all that applies)

g/%u see a movie O To hang out and relax
dine O Others (PIs. Specify):
D’fg buy something/window shop . 3”'5 0

3. How much is.your income (please compute in a daily basis): l;'- RS d—

ess than or equal to Php600 O >6
4. How much do you usually spend when you go to a mall?
0 Less than P100.00 0 P1001.00 and above
P101.00 — P500.00 0 Others (Pls. Specify):
0 P501.00 - P1000
5. What particular place/shop in a mall do you usually go to?
H'Department Store O Appliance Store
O Supermarket O Others (Pls. Specify):
O Boutiques
6. Inside a mall, where do you usually go for entertainment?
@' Movie house 0 Gambling (ex: bingo)
O Arcade/games center O Others (Pls. Specify):

0 Sports and Leisure

7. Where do you usually dine?
0 Food chains (ex' McDo, Jolliboo) 0 Coffoo shops

i
! LXFood court 0 Others (Pls. Specify):
! O Fine dining
; 8. What factor/s do you consider when you buy something? (Please chack all that zpplies)
| 0 Brand 0 Fad
_BPrice O Others (Pls. Specify):
. O Quality )
, 9. Between the two choices, which do you prefer?
i 0O Local JZ/!:oreign/lxnported
10. How long do you usually spend your time inside a mall?
O Less than an hour D) More than 5 hours
JE'1-3 hours O Others (Pls. Specify):
! 0O 3-5 hours
11. When you go to a mall, you are with your ?
O Family O Office mates
eers O Others (Pls. Specify):
0O Partner

Thank you very ruch for your time! ©



Greetings!

| am Shenna Sanchez, a BA Development Studies UP-student, with the thesis title “A Case study of the
expanding SM Group of Companies vis-a-vis the deteriorating Philippine economy”

Given your involvement on this matter, please kindly fill-out this survey form.

Thank you very much.

Name (Optional): Sex: Male I;Z’ﬁemale O
Occupation: ¢ Age: 4}
Status: Single [AMarried [ Contact No,

1. How often do you go to a mali?

O Everyday O Once a month
S/Every other day O Others (Pls. Specify):
Every week
2. What is/are the reason/s for going to a mall? (Please check all that applies)
0 To see a movie 0 To hang out and relax
O To dine 0O Others (Pls. Specify):
Q’f 0 buy something/window shop .\
3. How much is your income (please compute in a daily basis): H\-ZQQ——*
[ess than or equal to Php600 35600
4. How much do you usually spend when you go to a mall?
O Less than P100.00 ) P1001.00 and above
0 P101.00 - P500.00 3 Others (Pls. Specify):

P501.00 - P1000
5. What particular place/shop in a mall do you usually go to?
O Department Store ,El’Auppliance Store

O Supermarket 0O Others (Pls. Specify):
O Boutiques

6. Inside a mall, where do you usually ge for entertainment?
O Movie house 0 Gambling (ex: bingo)
O Arcade/games center O Others (Pls. Specify):

Sports and Leisure

7. Where do you usually dine?
0O Food chains (ex: McDo, Jollibee) O Coffee shops

: %Eood court 0 Others (Pls. Specify):
i Fine dining
8. What factor/s do you consider when you buy something? (Please check all lhaf applies)
i Brand 0 Fad
{ @Price O Others (Pls. Specify):
O Quality y
i 9. Between the two choices, which do you prefer? )
i O Local )2’ﬁoreignllmponed
" 10. How long do you usually spend your time inside a mall?
ess than an hour O More than 5 hours
O 1-3 hours O Others (Pls. Specify):
0 3-5 hours
11. When you go to a mall, you are with your ?
0O Family A Office mates
O Peers O Others (Pls. Specify):
0 Partner

Thank you very much for your time! ©



Greetings!

I am Shenna Sanchez, a BA Development Studies UP-student, with the thesis title “A Case study of the
expanding SM Group of Companies vis-a-vis the deteriorating Philippine economy”

Given your involvement on this matter, please kindly fill-out this survey form.

Thank you very much.

Name (Optional): Sex: Male (] Femalofﬁ
Occupation: _INR. T Age: 22
Status: Single D,Married ] Contact No.
1. How often do you go to a mall?
O Everyday 3 Once a month
I;l/E?ery other day 0 Others (Pls. Specify):
Qa Every week
2. What is/are the reason/s for going to a mali? (Please check all that applies)
%To see a movie O To hang out and relax
dine 0 Others (Pls. Specify):
To buy something/window shop -
3. How much is your income (please compute in a daily basis): Vll‘\bﬂ
[M8ss than or equal to PhpS00 0 >600
4. How much do you usually spend when you go to a mall?
0} kess than P100.00 (O P1001.00 and above
P101.00 - P500.00 O Others (Pls. Specify). __

a P501.00 - P1000
5. What particular place/shop in a mall do you usually go to?

O Department Store O Appliance Store
&8 Supermarket 0 Others (Pls. Specify):
0 Boutiques :
6. Inside a mall, where do you usually go for entertainment?
ovie house 0 Gambling (ex: bingo)
rcade/games center O Others (Pls. Specify):

O Sports and Leisure

. 7. Where do you usually dine?
H O Food chains (ex: McDo, Jollibee) O Coffea shops

| O Food court 0 Others (Pls. Specify):
: A Fine dining
8. What factoy/s do you consider when you buy something? (Please check all that applies)
! @' Brand 0 Fad
O Price O Others (Pls. Specify):
Quality ! |
9. Between the two choices, which do you prefer?
i O Local B Foreigr/imported
10. How long do you usually spend your time inside a mall?
O Less than an hour 0 More than 5 hours
_[1-3 hours D Others {Pls. Specify):
i 0 3-5hours
11. When you go to a mall, you are with your I {
O Eamily O Office mates
B/P:ers O Others (Pls. Specify):
O Partner

Thank you very much for your time! ©



Greetings!

| am Shenna Sanchég, a' BA De\{elopment Studies student, with the thesis title “An Indepth study of the
SM Group of Companies’ profitability in spite of Filipino’s rapidly deteriorating living standards”

Given your involvement on this matter, please kindly fill-out this survey form. Every response is assured
to be kept confidential.

Thank you very much.

Name (Optional): Sex: Male ’
QOccupation: Age: 2 D Female 3™
Status: Single [/] Married [] Contact No.
1. How often do you go to a mall?
0O Everyday O Once a month
0 Every other day O Others (Pls. Specify):
Every week
2. What is/are the reason/s for going to a mall? (Please chack all that applies)
[0 see a movie 0 hang out and relax
= :Fo dine 0O Others (Pls. Specify):
0 buy somethingivindow shoj :
3. How much is your income (please compu‘l)e in a daily basis): }a l«fz_‘l_ﬁ__
CHss than or equal to Phps00 0 >600
4. How much do you usually spent when you go to a mall?
O Less than P100.00 0 P1001.00 and above
0 P101.00 - P500.00 O Others (Pls. Specify):

P501.00 — P1000
5. What particular place/shop in a mall do you usually go to?
" O Department Store 0O Appliance Store

0 Supermarket [O0.Others (Pls. Specify): % N\ 32 J wr
O Boutiques ’ 4
6. Inside a mall, where do you usually go for entertainment?
D-Movie house O Gambling (ex: bingo)
O Arcade/games center 0O Others (Pls. Specify):

O Sports and Leisure
7. Where do you usually dine?
ood chains (ex: McDo, Jollibee) O Coffee shops

O Food court O Others (Pls. Specify):
O Fine dining
8. What factor/s do you consider when you buy something? (Please check all that applies)
rand O Fa
Z/Erioe O Others (Pls. Specify):
O Quality !

9. Between the two choices, which do you prefer?
O Local O Foreign/imported

10. How long do you usually spend your time inside a mall?
0 Less than an hour ,IZ/Maora than 5 hours

D 1-3 hours 0O Others (Pls. Specify):
0 3-5hours
11. When you go to a mali, you are with your ?
O Eamily O Office mates
Peers O Others (Pls. Specify):
3 Partner

Thank you very much for your time! ©



Greetings!

I am Shenna Sanchez, a BA Develoy
SM Group of Companies’ profitability
Given your involvement on this matt
to be kept confidential.

pmeqt Studigs_student, with the thesis title “An Indepth study of the
in spite of Euluplno's rapidly deteriorating living standards”
er, please kindly ﬁll:out this survey form. Every response is assured

Thank you very much.

Name (Optional): .
Occupation: i;;; I\Al"za' QQF'emalo o
Status: Single [ ] Married_[~ Contact No.
1. How often do you go to a mall?
O Everyday 0 Once a month
E/Every other day O Others (Pls. Specify):
Every week
2. Whatis/are the reason/s for going to a mall? (Please check all that applies)
0 To see a movie O To hang out and relax
?’o dine O Others (Pls. Specify):
To buy something/window shop 4@
3. How much is-your income (please compute in a daily basis): W\ﬁ ‘ .
less than or equal to Php600 0 >600
4. How much do you usually spent when you go to a mall?
O'Less than P100.00 0 P1001.00 and above
0 P101.00 - P500.00 O Others (Pls. Specify):

00 P501.00 - P1000

5. What particular place/shop in a mall do you usually go to?

[-Department Store [ Appliance Store
O Supermarket 0 Others (Pls. Specify):,
D Boutiques

6. Inside a mall, where do you usually go for entertainment?
[3-Movie house O Gambling (ex: bingo)
O Arcade/games center 0 Others (PIs. Specify):

O Sports and Leisure

7. Where do you usually dine?

@Food chains (ex: McDo, Jollibee) O Coffee shops

O Food court O Others (Pls. Specify):
QO Fine dining
8. What factor/s-do you consider when you buy something? (Please check all that applies)
rand 0 Fad
Price 0 Others (Pls. Specify):
O Quality
9. Between the two choices, which do you prefer?
ocal 0O Foreign/imported
10. How long do you usually spend your time inside a mall?
O Less than an hour O More than 5 hours
1-3 hours D Others (Pls. Specify):
0 3-5 hours

11. When you go to a mall, you are with your ?
3 Family BT Office mates

O Peers O Others (Pls. Specify):
O3 Partner

Thank you very much for your time! ©



Greetings!

| am Shenna Sanchez, a BA Development Studies st i i
Z, @ Develop udent, with the thesis title “An Indepth study of the
SM Group of Companies' profitability in spite of Filipino's rapidly deteriorating living standa’ids" ’

Given your involvement on this matter, please kindly fill ! .
, -out
10 bo kopt confiduntial y fill-out this survey form. Every response is assured

Thank you very much.

Name (Optional) ____ Sox: Mal
Occupation: Age 2 XFemale ]
Status: Single [JMarried [} | Contact No.

1. How often do you go to a mall?

0 Everyday 3 Once a month

O Every other day O Others (Pls. Specify):
Every week (Pls- Speciy):

2. Whatisl/are the reasonls‘for going to a mall? (Please check all that applies)
0O To see a movie O To hang out and relax

R Todine 0 Others (Pls. Specify):
O To buy something/window shop

3. How much js your income (please compute in a daily basis)” h\f—i’L

less than or equal to Php600 0 >600
4. How mich do you usually spent when you go to a mall?
O Less than P100.00 O P1001.00 and above
0O P101.00 — P500.00 O Others (Pls. Specify):

'P501.00 - P1000
5. What particular place/shop in a mall do you usually,go to?

0O Department Store Appliance Store
0O Supermarket 0O Others (Pls. Specify):
O Boutiques

6. Inside a mall, where do you usually go for entertainment?
D Movie house [0 Gambling (ex: bingo)
O Arcade/games center 0 Others (Pls. Specify).
D'S{pc:ns and Leisure

7. Where do you usually dine?
O Food chains (ex: McDo, Jollibee) O Coffee shops

Food court 3 Others (Pls. Specify):

O Fine dining
8. What factor/s do you consider when you buy something? (Please check all that applies)

O-Brand O Fad

OPrice O Others (Pls. Specify).

O Quality !
9. Between the two choices, which do you prefer?

ocal [ Foreign/imported

10. How long do you usually spend your time inside a mall?

O Less than an hour O More than 5 hours

Bi-3hours O Others (Pls. Specify):

0 3-5 hours ————
11. When you go to a mali, you are with your R 4

Efg:mily O Office mates

O Peers O Others (Pls. Specify):

0 Partner

Thank you very much for your time! ©



Greetings! .

I am Shenna Sanchez, a BA Developiment Studies student, with the thesis titie “An Indepth study of the
SM Group of Companies’ profitability in spite of Filipino's rapidly deteriorating living standards”

Given your involvement on this matter, please kindly fill-out this survey form. Every response is assured
to be kept confidential.

Thank you very much.

Name (Optional) _ Sex: Male [] Female ]
Occupation: __¢ L Age: _ 2
Status: Single [AMarried [} Contact No.

1. How often do you go to a mall?

QA Everyday 3 Once a month
QO Eyery other day 0 Others (Pls. Specify):
very week
2. What is/are the reasor/s for going to a mall? (Please check all that applies)
To see a movie 0O To hang out and relax
To dine O Others (Pls. Specify):
o buy somethinghvindow shop
3. How much s your income (please compute in a daily basis): FH{.QEZL
O less than or equal to Php600 a>600
4. How much do you usually spent when you go to a mall?
O Less than P100.00 0 P1001.00 and above
3£101.00 - P500.00 O Others (Pls. Specify):
0 P501.00 - P1000
5. What particular placefshop in @ mall do you usually go to?
Department Store - O Appliance Store .
O Supermarket O Others (Pls. Specify):
O Boutiques
6. Inside a mall, where do you usually go for entertainment?
Movie house 0 Gambling (ex: bingo)
O Arcade/games center O Others (Pls. Specify):

O Sports and Leisure
7. Where do you usually dine?
0 Food chains (ex: McDo, Jollibee) O Coffee shops

BrFood court O Others (Pls. Specify):
A Fine dining
8. What factor/s do you consider when you buy sémelhing? (Please check alf that applies)
O Brand 0 Fad ot
& Price 0O Others (Pis. Specify). _/ 1<
O Quality :
9. . Between the two choices, which do you prefer?
0O Local A Foreign/imported
10. How long do you usually spend your time inside a mall?
O Less than an hour O More than 5 hours
-3 hours O Others (Pls. Specify):
0O 3-5 hours
11. When you go to a mall, you are with your ?
O Family Office mates
0O Peers O Others (Pls. Specify):
O Partner

Thank you very much for your time! ©



Greetings!

I am Sh_enna Sanchez, a BA Development Studies UP-student, with the thesis title “A Case study of the
e:gpandmg $M Group of Companies vis-3-vis the deteriorating Philippine economy”

Given your involvement on this matter, please kindly fill-out this survey form.

Thank you very mu
Name (Optional):
Occupation:

A 7‘#] Sex: Male [} Female A

Age:
Status: Single arried [] Contact No.
1. How often do you go to a mall?
E/Everyday O Once a month
Every other day - O Others (Pls. Specify):
O Every week
2. What is/are the reason/s for going to a mall? (Please check all that applies)
0 To see a movie O To hang out and relax
[¥To dine 0 Others (Pls. Specify):
O To buy something/window shop 7
3. How much js your income (please compute in a daily basis): ﬂ’\
)Z/It:ss than or equal to Php600 0 >600
4. How much do you usually spend when you go to a mall?
0O Less than P100.00 0 P1001.00 and above
P101.00 - P500.00 0 Others (Pls. Specify):

0O P501.00 - P1000 )
5. What particular place/shop in a mall do you usually go to?

O Department Store 0 Appliance Store
Supermarket O Others (Pls. Specify):_{2 .
0 Boutiques

6. Inside a mall, where do you usually go for entertainment?
Movie house [ Gambling (ex: bingo)
0O Arcade/games centor 0 Others (Pls. Specify):
O Sports and Leisure

7. Where do you usually dine?
IFood chains (ex: McDo, Jollibee) O Coffee shops

O Food court 0 Others (Pls. Specify): _K10.(C

|
i O Fine dining
I
| 8. What factor/s do you consider when you buy something? (Please chack all that applies)
O Brand OFad .
BPrice 0O Others (Pls. Specify): ___
" R
@ Quality

9. Between the two choices, which do you prefer?

D Local /DfForeignllmported
10. How long do you usually spend your time inside a mall?
O Less than an hour O More than 5 hours
0 1-3 hours O Others (Pls. Specify):
A1'3-5 hours
11. When you go to a mall, you are with your ?
O Family &Office mates
O Peers O Others (Pls. Specify):
O Partner

Thank you very much for your time! ©



Greetings!

| am Shenna Sancheg, a BA peyglopmem Studies student, with the thesis title “An Indepth study of the
SM Group of Companies profitability in spite of Filipino's rapidly deteriorating living standards”

Given your lnvolverr_lent on this matter, please kindly fill-out this survey form. Every response is assured
to be kept confidential. :

Thank you very much.

Name (Optional); .
Occupation: __¢ é’r[ = ,S\;:; Mzal|e |Z/Female o
Status: Single [_] Married £ Contact No.
1. How often do you go to a mall?
Q Everyday O Once a month
Q Every other day 0 Others (Pls. Specify):
0 Every week
2. What is/are the reason/s for going to a mall? (Please check all that applies)
0O To see a movie O To hang out and relax
0 To dine 0O Others (Pls. Specify):
L} To buy something/window shop A50
3. How much is your income (please compute in a daily basis): f‘\‘\ L
LAless than or equal to Php600 0 >600
4. How much do you usually spent when you go to a mall?
BLess than P100.00 O P1001.00 and above
0O P101.00 - P500.00 O Others (Pls. Specify):

0 P501.00 - P1000
5. What particular place/shop in a mall do you usually go to?

0O Department Store 0O Appliance Store
IZHSDupermarket O Others (PIs. Specify)._ACE: !/IQI‘C[ WAe
0O Boutiques
6. Inside a mall, where do you usually go for entertainment?
D Movie house D Gambling (ex: bingo)
g}\rcadelgames center O Others (Pls. Specify):
Sports and Leisure

7. Where do you usually dine?
g;ood chains (ex: McDo, Jollibee) O Coffee shops
F

ood court O Others (Pls. Specify):
O Fine dining
8. What factor/s do you consider when you buy something? (Please check all that applies)
gﬁrand d Fa
Price 0O Others (Pls. Specify):
O Quality !
9. Between the two choices, which do you prefer?
O Local Foreign/imported
10. How long do you usually spend your time inside a mall?
Less than an hour 0 More than § hours
O 1-3 hours O Others (Pls. Specify):
O 3-5 hours
11. When you,go to a mali, you are withyour_____ 7
ﬂ/g:a)mily 0O Office mates
0 Peers O Others (Pls. Specify):
O Partner

Thank you very much for your time! ©



Greetings!

| am Shenna Sanchez, a BA Development Studies student, with the thesis title “An indepth study of the
SM Group of Companies’ profitability in spite of Filipino’s rapidly deteriorating living standards”

Given your involvement on this matter, please kindly fill-out this survey form. Every response is assured
to be kept confidential.

Thank you very much.

Name (Optional): Sex: Male ErFsmale O
Occupation: Age: 432
Status: Single [[] Married Z) Contact No.
1. How often do you go to a mall?
O Everyday ]Zr Once a month
Q Every other day O Others (Pls. Specify):
O Every week
2. What is/are the reason/s for going to a mall? (Please check all that applies)
0O To see a movie O To hang out and relax
0O To dine 0O Others (Pls. Specify):
To buy something/window shop -0
3. How much is your income (please compute in a daily basis): ﬁ/‘
O less than or equal to Php600 >600
4. How much do you usually spent when you go to a mail?
O Less than P100.00 3 P1001.00 and above
0 P101.00 — P500.00 O Others (Pls. Specify):

{@'P501.00 - P1000
5. What particular place/shop in a mall do you usually go to?

0 Department Store DOAppliance Store
O Supermarket O Others (Pls. Specify):
O Boutiques
6. Inside a mall, where do you usually go for entertainment?
O Movie house O Gambling (ex: bingo)
S/lrcade/games center 0O Others (Pis. Specify):
Sports and Leisure

7. Where do you usually dine?
O Food chains (ex: McDo, Jollibee) O Coffee shops

[Ezl)food court 0 Others (Pls. Specify):
Fine dining
8. What factor/s do you consider when you buy something? (Please check alf that applies)
?rand 0 Fad
Price O Others (Pls. Specify):
O Quality :
I 9. Betwaen the two chaices, which do you prefer?
O Local - @Foreign/imported
10. How long do you usually spend your time inside a mall?
0O Less than an hour O More than 5 hours
ﬁ# -3 hours [ Others (Pls. Specify):
0 3-5 hours

?
O Office mates
O Others (Pls. Specify):

11. When you go-to a mall; you are with your
amily
O Peers
Qa Partner

Thank you very much for your time! ©



Name (optional)

Age 217

Status gs/lngle omarried
Sex ;w(ale ofemale

1.For how long have you been working for SM? Are you a regular employee?

_I_O_Mon(hs
oyes ano
2. How much wage are you receiving per month? F[,\ __—i_ /' dojj
24300 A 0 301-500 0 351 above
3. Are you a member of any union? oyes _dno

4. Are you entitled to any of the following? (Please check all that applies)
o yearly incentive leave o insurance or subsidies

a right to working conditions & standards o medical support

5. Do you receive any social security benefits? D yes (ﬁ!o
7. Are you paid of a pro-rated 13™ month pay? oyes 40

8. Is it true that workers pay apprenticeship fees when joining training programs?
Ayes ono

'

9. In what position did you start as an SM employee?

u/t(ainees

o consignors of promos

o others , please mention

10. Are the uniforms issued by SM are reduced form the worker's first month's ~ salary?

94-35 ono

Thank you very much.



Name (optional)

Age
Status asingle omarried
Sex omale ofemale

1.For how long have you been working for SM? Are you a regular employee?

Months
ayes afo .
: ot
. e >
2. How much wage are you receiving per month? / dc.,») ]’
<300 0301-500 o 351 above
3. Are you a member of any union? aoyes afio

4. Are you entitled to any of the following? (Please check all that applies)
o yearly incentive leave o insurance or subsidies

o right to working conditions & standards o medical support

5. Do you receive any social security benefits? oyes aho
7. Are you paid of a pro-rated 13" month pay? nyes ﬁ

8. Is it true that workers pay apprenticeship fees when joining training programs?

9}@5 ono

9. In what position did you start as an SM employee?

gyﬁainees

n consignors or promos
o others , please mention

10. Are the uniforms issued by SM are reduced form the worker’s first month’s  salary?

n)é o no

Thank you very much.



Name (optional) Borl- Sa l'bf

Age 513:
Status oSingle omarried
Sex pmale ofemale

1.For how long have you been working for SM? Are you a regular employee?

5 Months

oyes pfio

Pn_ P

g’<300 0 301-500 o 351 above

2. How much wage are you receiving per month? / 4047

3. Are you a member of any union? oyes @no
4. Are you entitled to any of the following? (Please check all that applies)
o yearly incentive leave o insurance or subsidies

o right to working conditions & standards o medical support

5. Do you receive any social security benefits? oyes o

7. Are you paid of a pro-rated 13" month pay? oyes 'ﬁo

8. Is it true that workers pay apprenticeship fees when joining training programs?
Ayes ono

9. In what position did you start as an SM employee?
Atrainees '
0 consignors or promos
o others , please mention,

10. Are the uniforms issued by SM are reduced form the worker’s first month’s  salary?

D’éﬁ 0 no

Thank you very much.



Name (optional)

Age
Status osingle nmarried
Sex Jafale ofemale

1.For how long have you been working for SM? Are you a regular employee?

71 Months
oyes Ano
/oy
2. How much wage are you receiving per month? f‘p\ _i—_@___
£<300 0301-500 0351 above
3. Are you a member of any union? ayes ano

4. Are you entitled to any of the following? (Please check all that applies)
o yearly incentive leave oinsurance or subsidies
a right to working conditions & standards o medical support

5. Do you receive any social security benefits? nyes Ao

7. Are you paid of a pro-rated 13" month pay? oyes -gho

8. Is it true that workers pay apprenticeship fees when joining training programs?

zﬁs ono

9. In what position did you start as an SM employee?
m/{ainees
O CoNsignors or promos
o others , please mention_

10. Are the uniforms issued by SM are reduced form the worker's first month’s  salary?

oves o no

Thank you very much.



Name (optional) -

Age _ 4
Status gsingle omarried
Sex prmale ofemale

1.For how long have you been working for SM? Are you a regular employee?

11 Months
oyes -@no
2. How much wage are you receiving per month? 4 6(‘047 n/\ -—286—.
~% <300 - a 301-500 o 351 above

3. Are you a member of any union? ayes .ano
4. Are you entitled to any of the following? (Please check all that applies)
o yearly incentive leave o insurance or subsidies
o right to working conditions & standards o medical support
5. Do you receive any social security benefits? oyes ~ano
'7. Are you paid of a pro-rated 13™ month pay? oyes _tho

8. Is it true that workers pay apprenticeship fees when joining training programs?

oyes ono

%9‘ In what position did you start as an SM employee?
.o trainees )
O CONSignors or promos

; wothers , please mention_“717 o

10. Are the uniforms issued by SM are reduced form the worker’s first month’s  salary?

nyés ono

Thank you very much.



Name (optional) -

Age ___. 27
Status osingle dMmarried
Sex omale ofemale

1.For how long have you been working for SM? Are you a regular employee?
gl_.Mon(hs
afes ano _
2. How much wage are you receiving per monlh?ém, P\n _ﬁ_ﬁ_—.
0 <300 A 2301-500 o 351 above
3. Are you a member of any union? oyes )zﬁo
4. Are you entitled to any of the following? (Please check all that applies)
p'yearly incentive leave ginsurance or subsidies
/n' right to working conditions & standards o medical support
5. Do you receive any social security benefits? /pry’es o ho
7. Are you paid of a pro-rated 13" month pay? _ zyes ono
8. Is it true that workers pay apprenticeship fees when joining training programs?
pyes ono
9. In what position did you start as an SM employee?
,c{trainees !
D CONsignors or promos
o others , please mention

10. Are the uniforms issued by SM are reduced form the worker's first month’'s  salary?

pyes ano

Thank you very much.



Name (optional) -

)4
Age _ 3
Status usingle rA/married
Sex umale dfemale

1.For how long have you been working for SM? Are you a regular employee?

_&Months
afes ono

2. How much wage are you receiving per month? / d0A1 i M——
o <300 ‘ a 301-500 o351 above

3. Are you a member of any union? oyes /ono

4. Are you entitled to any of the following? (Please check all that applies)
qy§éarly incentive leave o insurance or subsidies
y( right to working conditions & standards o medical support

5. Do you receive any social security benefits? y/yes nno

7. Are you paid of a pro-rated 13" month pay? ﬁes ono

8. Is it true that workers pay apprenticeship fees when-joining training programs?
dyes ono
9. In what position did you start as an SM employee?
A u trainees
4onsignors or promos
11 others , please mention

10. Are the uniforms issued by SM are reduced form the worker's first month's  salary?

}/ﬂas o no

Thank you very much.



Name (optional) -

Age
Status gsingle omarried
Sex omale afémale

1.For how long have you been working for SM? Are you a regular employee?
L) Months

ayes @no
2. How much wage are you receiving per month? / aaM P —Z—-t-b-—-
@<300 4 a 301-500 o 351 above
3. Are you a member of any union? ayes no
4. Are you entitled to any of the following? (Please check all that applies)
o yearly incentive leave ‘oinsurance or subsidies
a right to working conditions & standards o medical support
5. Do you receive any social security benefits? D yés Zho
7. Are you paid of a pro-rated 13" month pay? oyes ~aho
8. Is it true that workers pay apprenticeship fees when joining training programs?
_ayes ono
’9. In what position did you start as an SM employeg?
rainees '
D CONsignors or promos
u others , please mention,

10. Are the uniforms issued by SM are reduced form the worker's first month's  salary?

oy6s ono

Thank you very much.



Name (optional) .

Age 34
Status osingle nfnarried
Sex amale pfemale

1.For how long have you been working for SM? Are you a regular employee?
ﬂMonths
oé ono
2. How much wage are you receiving per month?ﬁa\f PhP —_—
o <300 ' 0 301-500 351 above
3. Are you a member of any union? riyes fo
4. Are you entitled to any of the following? (Please check all that applies)
eyearly incentive leave n/insurance or subsidies

wright to working conditions & standards medical support

5. Do you receive any social security benefiis? ,zﬁs o no
7. Are you paid of a pro-rated 13" month pay? %es ono

8. Is it true that workers pay apprenticeship fees when joining training programs?
oyes ono
9. in what position did you start as an SM employee?
etrainees
0 COoNsignors or promos
o others , please mention

10. Are the uniforms issued by SM are reduced form the worker's first month’s  salary?

P%s o no

Thank you very much.



