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Thank you very much Cathy and good morning to all of you. As Cathy said I am a 

“suki” of Arangkada, I have spoken to you for a number of times and I thank you 

for the honor of asking me to speak again even if you asked me to speak for only 

15 minutes. 

Now the topic you asked me to come up with is what steps could possibly be 

taken for us to move forward in the ASEAN. That is a very tough thing to do in 15 

minutes. It’s like the tough choice I had to make last night as to whether I should 

watch the Oscars or The Walking Dead. And I opted for The Walking Dead so you 

can imagine what my mind set is for this morning. I happened to catch the tail end 

of the early morning discussions. As usual one would expect that there a lot of 

things that can be said and promised and so forth, but at the end of the day what 

matters is making up your mind and deciding.  

I listed a number of things, in the 15 minutes that I am speaking to you, that is all 

part of a longer list. Actually the long list has been presented and printed by 

Arangkada for four years now. And there are many things in the Arangkada list 

that have to be done and considered. 

Let me start. If you are looking at getting the Philippines moving the first thing 

you have to think of is, what positioning in the global competitiveness arena 

should the Philippines have? The second is, where are we today and is that a good 

enough take-off platform to get moving forward? And finally one has to figure 

out, what are the key steps that have to be put into place in order to move 

forward? Well, where we are today is an economy that is on the pillars of two 

things: OFW remittances, and BPO. Obviously if you want to go to ASEAN levels, 

the economy has to diversify beyond these two because if you rely on just these 

two then the economy is too dependent on just two items. You cannot get to 
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more foreign direct investment nor can you get to more inclusive growth if you 

only pay attention to these two. The foreign direct investment of the Philippines 

has gone up to about $5 billion dollars, which is a bit better than it had been in 

the previous years. But it is only one half of the foreign direct investment of 

Vietnam and one third of the foreign direct investment now coming into places 

like Indonesia. And if I start rattling off other countries you’ll get more and more 

depressed. Therefore the question becomes, what does it take to get more 

foreign direct investment in here?  

The first I think was alluded to earlier. You have to have less restrictive foreign 

direct investment rules that limit the areas where foreign direct investment can 

come in. The Makati Business Club, and I am happy that our chairman is here who 

can expound on this probably even more, has always espoused the position that 

constitutional amendments may have to be done in order for direct foreign 

investment to come in a bigger way than they are coming in today. Some like to 

say that, “No, we don’t need it because we can get by just this and that.” Okay my 

answer to them is, Fine if you can do it by this and that will you at least please 

make up your mind and do those, because Vietnam for example and Indonesia 

have done them. Vietnam has come up with a list of specific entities and sectors 

where entry of foreign direct investment is now loosened up. Indonesia has been 

even more expansive about opening up more to foreign direct investment. We 

cannot dillydally.  

If we can amend our constitution in order to have foreign direct investment 

coming in a bigger way, as Makati Business Club and many of the private sector 

suggest, it not only is a step forward, it’s a signal. What is important for the 

foreign direct investment to come in is to tell the world that we’re really open. 

Not that we are maybe open. Not that we are thinking about it. Not that we are 

prepared to do it. But that we are going to do it for goodness sake. Whether you 

do it by constitutional amendment or whether you are going to do it by what 

Vietnam did, by specifying, areas open to FDI at least please get it done.  Foreign 

direct investments will also stimulate domestic investment because there will be 

partnerships and so forth. And as a result it will be a good step towards inclusive 
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growth, because inclusive growth means creating jobs. You cannot have a 7% GDP 

growth and have a lot of joblessness or it will be jobless growth.  

Now after you put this in place it is also simultaneously important for us to decide 

the second thing, which is to organize investment magnets that would be 

attractive to foreign investors to park their businesses here. If you are sitting in 

EDSA for one and a half hours of traffic for eight kilometres of road that you are 

to traverse each day, you probably will think twice before you come to a place 

where it is faster to go to Hong Kong than it is to let’s say San Juan to Makati. This 

situation is not to be construed as simply a traffic problem. I think the problem 

right now is everybody thinks its only traffic problem, and therefore come up with 

band aid solutions such as let’s put the buses this way, let’s put more flyovers. It’s 

not. It is an urban congestion problem. And the only way to address an urban 

congestion problem is to decongest it. You decongest it by beginning to build 

communities outside of Manila. My own proposal is to gets serious about an 

investment triangle that involves Subic, Clark, and Metro Manila. Transfer the 

airport to Clark. There is already a road connecting to Subic. And that Subic, Clark, 

and Metro Manila triangle can be further reinforced by implementing MRT-7 as 

fast as you can. I’m not saying that because I was the formerly the chairman of 

MRT-7 but if you’ve got a situation here where provincial buses are just coming in 

and clogging up the roads, you need to have a decision to come up with an urban 

decongestion plan, which involves moving the airport, having an alternate port 

facility, and having a decent transport system in Metro Manila. Then you’ve got 

an even larger area for people to consider investments and you would have much 

more foreign direct investments coming in.  

I would say as well that we have to review the powers of MMDA. You probably 

have to give them a little more because if you’ve got a population now in Metro 

Manila of 18 to 20 million people and you are trying to fragment decision making 

by having every little town and city problem being decided by individual mayors, 

it is a non-starter.  

Next PPP. Obviously there is a need for infrastructure. I said it several times 

before. I said, infrastructure, infrastructure, infrastructure. But you have to get 
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moving with it and one of my proposals for the PPP is to make the PPP Center a 

much more vibrant body by creating it in the manner that you have PEZA. It 

doesn’t have to be a Cabinet post but it has to have the flexibility and the 

capability to decide and have people that understand engineering, business, and 

financial packaging. In order to make decisions that take into account the 

absolute truth that you cannot get private business in here unless you have a 

decent rate of return. But if you start in the mentality of a PPP, that thinks a 

decent rate of return means you are exploiting the poor people, you’ll never 

make up your mind. You need a PPP Center that is professional in its assessment 

of projects and has as much flexibility, as say PEZA. Look PEZA has done a good 

job. I don’t see why PPP Center, headed and organized properly, won’t do a good 

job as well. 

Fourth, reorganize the Cabinet. I think the DOT, the Department of Transport, 

should be merged with the Department of Public Highways. Put them together. At 

the same time, carve out the Department of Communications and then expand it 

to the Department of Communications and IT. There are those that are asking for 

a separate IT department. Yes, I understand the importance of having IT but I 

think looking ahead, most of communications will have to do with IT. So carve out 

Department of Communications put it as a Department of Communications and 

IT, and give it that much importance. Yes we are in the BPO sector and so forth 

but we continue to have the lowest broadband speed and that problem has to be 

given enough attention.  

Fifth, agro-industry. We now have a situation where perhaps the old system of 

agrarian reform is going to be a thing of the past but we have to take that new 

platform in order to bring agriculture from subsistence to agro industry. There are 

only a few ways to do that and one of them is to come up with rules and 

regulations that allow for aggrupation of land reform lands, without of course 

disadvantaging the farmers. Without some kind of aggrupation you can’t possibly 

think of one and a half hectares of land being provided alone for a grain dryer or a 

tractor, it just doesn’t happen that way. And if we continue on the same path we 

are on agrarian reform, we will keep fragmenting our farm sector. The time has 



 
 

5 
 

come to think of aggrupation rather than fragmentation and turn our agriculture 

into an argo-industry base. 

Next, tourism. Some of the stuff that I said about infrastructure of course applies 

to tourism as well. But I have a suggestion that perhaps we can identify a place 

like Palawan and declare it as a special tourist economic zone. You see, we’ve got 

in other countries around us, Langkawi, Jeju, Bali, and so forth down the line. 

When you attract people to tourism, it’s also good to have a concentrated magnet 

where the ‘airline’ package type of arrangements can be focused. And, I think, 

Palawan is a good place to do it. But it leads me to the next subject matter as well 

which is mining. 

We must decide that mining is not a disaster for the Philippine economy. We 

must decide that there has to be a balance between mining and environmental 

protection and that starts by identifying very precisely where those areas are that 

are good for mining. We can put conditions about people who come in for mining 

in terms of it not being just an extractive industry, but also moving from 

extraction to processing. But for goodness sake, as I’ve said, making a decision is 

better than just dilly dallying and not giving the clear signal to foreign investors 

that you look at this as a resource that can be developed for an industrial base. 

Without the development of that resource, you will not be able to proceed to the 

next base of economic development and be able to produce more jobs, more 

growth for the country, and of course, much better opportunity for inclusive 

growth.  

Three more… I think I’m running out of the 15 minutes.  

Mindanao—I think we should go back and discuss not just peace processes but a 

master plan. You have to have the people there engaged in the idea of how do 

you turn the place into a development magnet because you have to have a 

combination of political and economic development to make the thing happen. 

And I believe if people can seriously sit down and master plan the region, and 

perhaps have some kind of revival of the old idea that has been shelved of the 

BIMP-EAGA, things could possibly move forward in Mindanao in terms of 

combining a mentality of peace and economic development.  
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Finally, number nine (9) in my list is the avoidance of excessive regulation and 

bureaucracy. I’m kind of concerned that there have been instances that the 

concept of good governance has been misapplied or misinterpreted to mean the 

production of endless regulations to second guess the move of every 

businessman in order to make him behave properly. Well, there may be some 

part of it that are worth thinking about but let us not get to the point of regulating 

everything to the point of getting rid of common sense and good business 

judgment. I just give this as a kind of a warning. Specific details and so forth can 

be worked out by others, but I have this concern that we all cheer about good 

governance but then start coming up with endless regulations and tax measures 

and so forth in the name of good governance thus instead tying the hands and 

capability of business to move forward.  

 And finally, tax reform, I have always been. [Yes, one cannot finance reforms 

without adequate revenues] but I’ve always been—even as a Finance Secretary—

a proponent of expanding the tax base and not just creating new taxes. I would 

gamble on a much more rational tax system.  In other words, reform the present 

one; lower the direct income taxation; lower the corporate tax; apply a stricter 

administrative measure on VAT; and then, put into place those other things I 

mentioned like the magnets, Subic Clark, in order that you’ll have areas of 

investment in manufacturing, foreign direct investment, which widen and 

broaden your tax base, and therefore allow you to collect more revenue without 

coming up with more and more tax measures that would make the country non-

competitive.  

So those are my thoughts for this. Thank you very much! 


