MAP STATEMENT ON EXECUTIVE ORDER 839
 
The Management Association of the Philippines (MAP) expresses deep concern over the imposition of Executive Order 839 which puts a price cap on petroleum products for an indefinite period of time while the state of calamity or national emergency is prevailing in Luzon.  While it is widely popular with a consuming public that is reeling from the effects of the global crisis and the recent typhoons, the Order is based on an oversimplified but misleading view of the problem.  It holds out the promise of lower prices but it does not properly inform the public of the dire consequences of arbitrary and sweeping price control.  
Additionally, from a legal point of view, the constitutionality of the Order is at best debatable.
 
Experience has shown that price control distorts supply patterns.  This Order will not be an exception.  The unavoidable response of a company that is forced to sell below cost is that it has to cut its business volume to minimize losses.  As the entire chain inevitably gets scaled down, supply gradually disappears.  Buyers then turn to informal sources and a black market emerges.  In the end, the objective of keeping prices low is defeated.  Restoring normalcy to the market is then a protracted and painful process.    
 
If the government smells profiteering, it can, with all the powers of inquiry and enforcement at its disposal, isolate and severely punish the wrongdoers while allowing legitimate players to go about their business of faithfully serving the public without being unfairly demonized.  For example, it can do the people a lot more good by mercilessly going after the smugglers in the oil industry who cheat the public coffers of billions of pesos in taxes.
 
Even in a state of emergency where there is tremendous pressure to achieve so much in so little time, leaders must study the many nuances of policy tools before taking action.  In the case of Executive Order 839, the relevant question to ask is whether the public interest is served by keeping prices artificially low and risking a massive supply disruption in the process.  When the Order backfires, as we know it will, there won’t be any winners, only bewildered consumers and disaffected investors wondering if they were had.    

In countries where prices are kept artificially low, it is the government that subsidizes the products.  Private companies should not be made to subsidize their products. These are the same investors that government invited into the country with the assurance of stability and protection under the law.  Not only are they not getting protection from rampant smuggling, they are also being forced to bleed by selling products below their cost.

The government needs to target just the people affected by the calamity.  It could, through DSWD, issue discount cards to those genuinely in need, with funding from the P12 billion fund identified for calamity rehabilitation. Or, if this is too difficult, it could suspend taxes on oil products for a limited time. Even better would be to catch the smugglers, force them to pay their taxes and use those payments to help the people hurt by the calamity.
 
What it should not do is retain EO 839.
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