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Embarking on the path of
good governance

Good governance ensures transparency, demand accountability and promotes efficiency
President Benigno Aquino III, who assumed the presidency in 2010 on the platform
of good governance, has his hands full to combat corruption in the Philippines. His
campaign slogan “if there is no corruption, there will be no poverty” resonates not
just among the population, who aspires for transparency and good governance, but to
foreign investors as well and was a major factor in the Philippines finally gaining the
much-coveted investment grade rating

C

orruption has been a long-standing problem in the Philippines. It
gained wider international attention in the aftermath of the declaration of martial law in 1972 as the family, relatives and friends – more
commonly referred to as cronies – of then president Ferdinand Marcos
took advantage to enrich themselves using government funds. The
Marcos dictatorship became the symbol of corruption in the Philippines and when the regime fell in 1986 following the popular “People’s
Power” revolt, it left an almost bankrupt economy.
In 1988, the Philippine Chamber of Commerce estimated that
one-third of the annual national budget was lost to corruption. It was
that rampant and entrenched among the bureaucracy and has plagued
such revenue-generating agencies as the Bureau of Customs and the
Bureau of Internal Revenue. Bribes and payoffs are common knowledge, yet the government was helpless in combating this disease.
The other succeeding administrations were tainted with corruption as well. Former president Joseph Ejercito Estrada was unseated in
another version of “People’s Power” uprising in 2001 and the antigraft court convicted him of receiving funds from illegal gambling and
taking commissions from the sale of shares to government pension
funds. He was eventually pardoned just six weeks after his conviction
by his successor Gloria Macapagal-Arroyo, whose own administration
was embroiled in several graft and corruption charges, including the
scandal-ridden US$329 million National Broadband Network deal with
Chinese firm ZTE Corporation.
The current administration of President Benigno Aquino III, who
assumed the presidency in 2010 on the platform of good governance,
has his hands full to combat corruption. His campaign slogan “if there
is no corruption, there will be no poverty” resonates among the voters,
particularly among the middle class, who aspires for transparency and
good governance.
Early measures and efforts to rein in, if not eliminate, corruption
has enhanced public perception and this also contributed to a large
extent in the Philippines gaining an investment grade status from the
three major ratings agencies.
In the 2012 Corruption Perception Index of Transparency International, the Philippines has overtaken 10 countries, including other
Asian countries such as Bangladesh, Indonesia and Vietnam. However,
with a score of 34 – 0 being highly corrupt to 100 being very clean –
the Philippines still belongs to two-thirds of the 176 countries ranked
who scored below 50.

This improvement was attributed to several factors, including
the general openness of the Aquino administration in its quest for
transparent government. But the public perception on good governance
is under threat once again in the unfolding investigation on the use of
the Priority Development Assistance Fund (PDAF) – popularly called
pork barrel – involving the alleged misuse by several members of the
Congress. PDAF is a lump-sum discretionary fund granted to each
member of Congress for spending on priority development projects by
the government, mostly the local level.
Amid this deep-seated issue of graft and corruption, the government continues to embark on the path of good governance. Under the
Philippine Development Plan (PDP) 2011-2016, a chapter on good
governance and rule of law outlines several concrete steps that can be
taken to address bottlenecks and breeding grounds for corrupt practices.
It notes that the country’s recent history has been plagued by questions of legitimacy, accountability and allegations of grand corruption,
which had severely impacted on the investment climate, particularly on
overseas interest.
Good governance, as the PDP points out, fosters participation,
ensures transparency, demand accountability and promotes efficiency.
It upholds the rule of law in economic, political and administrative
institutions and processes. It is the hallmark of political maturity and a
requisite for growth and poverty reduction.
In response to the challenges for a clean government, the PDP
aims to promote effective and honest governance to create an enabling
environment for citizens and the private sector to reach their full potential. The effective and honest governance will be promoted and practiced through a number of strategies, including ensuring high quality,
efficient, transparent, accountable, financially and physically accessible
and non-discriminatory delivery of public service and curbing of both
bureaucratic and political corruption.
They also include the strengthening of the rule of law and enhancing the citizens’ access to information and participation in governance.
Corruption will be curbed to ensure that resources are effectively and
efficiently used for priority public goods and services.
Meanwhile, the Citizen Participatory Audit (CPA) project, a Philippine programme that extols whistle-blowers and gives citizens a role
in promoting a transparent government has attracted the attention of
a global transparency group. The project has been short-listed in the
British-led Bright Spots prize, an award that recognizes the most inspiring examples of how open and accountable a government is changing
the people’s lives.
The Bright Spot prize is an annual accolade given by the Open
Government Partnership, a multilateral initiative launched in 2011 to
secure concrete commitments from governments to promote transparency, fight corruption and harness new technologies to strengthen
governance. n
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Asia should pursue more
governance reforms
Corporate governance in Asia remains an important undertaking among
publicly-listed companies, regulators and advocates in the region. International organizations
continue to assist several jurisdictions to improve their standards in line with the best international
practices. But efforts should also be devouted to a much larger governance issue, which impact the
lives of the people amid Asia’s continuing economic expansion

By
Corporate Governance Asia

A

s Asia continues to gain strides in enhancing the standards of corporate governance, there is a bigger picture
looming over the horizon across the region. What is at
stake here is the welfare of the citizenry in what is today the most
dynamic economic cluster that is fuelling the growth in the global
economy.
The Asian Development Bank (ADB), in its latest Asian Development Outlook (ADO) report issued in October 2013, stresses
that governance reform is needed to sustain the development
momentum in Asia-Pacific
and ensure that the benefits of
economic growth are widely
shared. Improving public
service delivery is an effective
entry point toward a wider reform on governance practices
in the region.
The report notes that
progress on good governance
has lagged well behind the
economic development in
Asia-Pacific and there has been
little headway in closing the
governance gap with the advanced economies. ADB chief
economist Changyong Rhee
says there is abundant global
evidence to show that governance improvement correlate
strongly with faster and more
inclusive growth, higher investment and more rapid poverty
reduction.
The ADO report notes
that despite all the attention on

good governance, it does not appear to have played a central role
in the economic transformation of developing Asia. It says the
rapid economic growth has helped the developing Asia begin closing the income gap with the advanced economies and lift millions
out of poverty.
However, measures of governance do not show a parallel
narrowing of the governance gap. This seeming contradiction of
conventional wisdom raises a key question: What is the role of
governance in Asia’s phenomenal growth story?
Indeed, progress on governance quality in developing Asia
seems to be a less uplifting story. One set of governance indicators
– produced by International Country Risk Guide since 1980 –
shows the quality of governance
perceived as being persistently
worse in developing Asia than in
the advanced economies.
Meanwhile, the corruption ratings in East Asia, which
declined sharply during the Asian
financial crisis in 1997-1998 have
yet to fully recover, and a World
Governance Index study in 2011
found that Asia was ranked
below Latin America in all areas,
including control of corruption,
government effectiveness, political instability, regulatory equality
and rule of law.
People typically judge
governance standards by
their experiences with public
services, the report points out,
and in Asia services lag behind
those in advanced economies,
both in quantity and quality.
Tackling the current shortcomings requires a multi-pronged
approach, including directly
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involving the communities in delivering services to give them a
greater voice in how and where funds should be used.
Since individual countries are at different stages of economic
development, ADB says there is no one-size-fits-all strategy to
governance improvements. But as a general rule of thumb, lowincome countries should look to improve government effectiveness, the quality of regulations and rule of law and to scale up
corruption controls to support growth, it adds..
On corporate governance itself, efforts are continuing to boost
the standards of practices in several countries. In September,
regulators from the Asia-Pacific region came together to bolster
cross-border cooperation in market surveillance. Senior regulators
from Australia, Japan, Hong Kong, India, Malaysia, Singapore
and Thailand gathered in Kuala Lumpur in September to discuss
the common challenges that undermine market integrity, brought
about by the rapid advancements in technological and financial
innovation as well as the need to strengthen inter-jurisdictional
regulatory cooperation cross-border surveillance matters.
Leading global organizations have also manifested their interest
in helping countries in the region
improve their corporate governance
practices. For instance, the International Finance Corporation (IFC), a
member of the World Bank Group,
and the Indonesian financial
services authority Otoritas Jasa
Keuangan (OJK) have signed an
agreement in June this year to
improve the corporate governance
standards in the country, which will
help strengthen its financial system
and lead to sustainable economic
growth.
Under the agreement, IFC
will advise and support OJK in
developing a corporate governance road map to identify gaps
and challenges in Indonesia’s
regulatory framework, covering
areas such as shareholder’s rights,
protection of minority shareholders, corporate board practices,
and disclosure and transparency. They will also finalize an Indonesia Corporate Governance Manual, an instrument developed
by IFC in many other regions to provide best practice guidelines
to practitioners, board members and policy makers.
IFC established its corporate governance programme in Indonesia in June 2012 and has conducted 10 seminars and conferences, and it is also helping private firms improve their corporate
governance practices.
As an independent regulator, OJK recognizes the importance
of fair, transparent and accountable governance system in the
financial sector. It has initiated strategic initiatives to enhance
corporate governance in Indonesia, such as the introduction of
the annual report awards.
IFC has likewise established a partnership with China As-

sociation of Public Companies to work together to enhance the
corporate governance practices of public listed companies in
China. They have reached a consensus that they will cooperate to
update the China Corporate Governance Guidelines for Listed
Companies, develop a white paper on corporate governance in
China, train board of directors, supervisors and senior executives of Chinese listed companies, and research specific corporate
governance issues.
In Vietnam, more than 70 board members and senior executives of state-owned companies participated in Vietnam’s first
corporate governance workshop targeting large-scale public and
listed companies. They represented companies linked to Vietnam’s State Capital Investment Corporation, a co-organizer of
the workshop along with Vietnam Corporate Governance project
of the IFC.
Then in July, the Ministry of Finance introduced Circular
212 with the goal of raising corporate governance practices
in Vietnam’s public companies to international standards and
practices. The push for better governance was both a reaction to
the increasingly competitive global
investment climate and a tacit
recognition of the sub-standard
performance of the 100 largest
listed companies surveyed in the
2012 Vietnam Corporate Governance Scorecard.
Over in the Philippines, the
proposed amendments to the Corporation Code have been finalized,
and the Securities and Exchange
Commission (SEC) is hoping that it
will be adopted by the government
as a priority legislative measure.
The highlights of the amendments
cover company registration, investor protection and stricter penalties. The changes, among other
things, will pave the way for online
registrations in line with the efforts
to make doing business easier.
The amendment on investor protection involves making clear
the qualifications of directors. Other provisions involve the SEC
being allowed to intervene in stockholders’ meetings, and empowering stockholders’ representatives to scrutinize a company’s
books. Sanctions and penalties under the new code will also be
stricter.
In Malaysia, Bursa Malaysia has issued the second edition of
the Corporate Governance Guide, which aims to raise the level
of corporate governance through the structuring and implementation of sound practices and processes, which engender an
effective board of directors. It strives to provide practical insights
into better practices, including how such practices can be adhered
to in substance rather than in form, in order to help the boards
achieve their strategic objectives and build sustainable value in
their businesses. n
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New chapter amid
solid economic gains

The investment grade rating bestowed by the three rating agencies is a manifestation
that the Philippines is doing the right thing in putting its house in order – from fiscal and monetary
policy management to fighting graft and corruption
By
Frank Santiago

I

t is no longer the sick man of
Asia . Instead, the Philippines has
transformed itself into one of the
best performing emerging economies
not just in Asia-Pacific, but globally.
In fact, it is now being referred to
as the ‘rising tiger in Asia ’. In early
October this year, Moody’s Investors
Service became the third and final
ratings agency to grant the country
an investment grade status – giving
a rating of Baa3 with a positive outlook. This follows similar moves by
Standard & Poor’s and Fitch Ratings
earlier this year.
The rating upgrade comes as the
Philippine economic performance has entered a structural shift to
higher growth, accompanied by low inflation. The real gross domestic
product (GDP) rose further to 7.6% year-on-year in the first half of
2013, underpinned by robust consumption and investment, following
a 6.8% expansion in 2012. These levels, Moody’s notes, are among
the fastest growth rates in Asia-Pacific and across emerging markets
globally. At the same time, the consumer price index remains under
control and is below the central bank’s target range.
Indeed, as Finance Secretary Cesar Purisima points out, Moody’s
upgrade validated yet again the Philippines ’ sound fiscal and monetary policy and the continuing fight for good governance – which he
describes as the chief contributor to the country’s success. He believes
good governance translates to good economics.
“Our commitment to honest and responsible government, as well
as our fundamental macroeconomic strengths – such as our structural
current-account surplus, stable inflation, and low dependence on
foreign debt – serves to differentiate us from other emerging markets
that are resource- and export-dependent,” Purisima says. “As we move
forward with our goals to invest in infrastructure and further open up
the economy, I expect that Moody’s positive outlook for the Philippines will continue to be vindicated.”
What’s fuelling the new growth path is the country’s improved
fiscal management under the administration of President Benigno
Aquino III. The higher revenue has enabled the government to al-

locate sizeable increase in infrastructure and social spending, although
revenue generation remains weak
when compared with investmentgrade countries overall.
During the past few months, the
prospects of the US Federal Reserves
tapering its asset purchase programme
had only a minimal effect on the funding environment in the Philippines
. In fact, several corporates – across
utilities, power, property and consumer
sectors – have already mandated deals
and are committed to access the capital
markets within 2013. The Bangko
Sentral ng Pilipinas, the central bank, is
very proactive in confronting financial
markets volatility by deploying contingency and macro-prudential measures
to cushion their impact in the local market.
An underlying shift in the government funding profile has underpinned the country’s resilience to such external financial shocks. Although the Philippines is the biggest sovereign issuer in the US dollar
bond market in Asia-Pacific based on the total debt outstanding, it has
not tapped the offshore market in the past year and is now more reliant on domestic funding sources, taking advantage of the low interest
rates and the sufficient liquidity in the banking system.
For the fourth quarter of 2013, the Bureau of Treasury plans to
borrow a total of 140 billion pesos during the period in various maturities. The amount is lower than the 150 billion pesos fund raising
that it launched in the third quarter. In 2012, the Philippines raised
84% of its total funding requirements from domestic sources, higher
than its target of 75%.
The government’s improved ability to fund itself onshore reflects
both the country’s healthy external payments position and the ample
liquidity in its banking system, which is also the only system worldwide deemed by Moody’s to have a positive outlook.
What was also not lost in all these economic achievements is the
government’s pursuit of transparency and fight against corruption
– which is now being magnified by the so-called ‘pork barrel scam’.
Efforts are underway to reform the graft-ridden Bureau of Customs,
which should also translate to higher revenue collection.
Plaudits also came from the Washington-based World Bank,
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which raised its GDP growth forecast for the Philippines to 7%
from 6.2% this year, and to 6.7% from 6.4% in 2014. The bank’s
East Asia and Pacific chief economist Bert Hofman says consumer
demand will remain strong and the government spending is likely
to increase as the administration tries to address the infrastructure
bottleneck. Improving the country’s infrastructure facilities is crucial
in sustaining economic growth as they address the huge requirement
of foreign investors.
Amid the positive outlook, the government needs to put more
emphasis on raising its revenue collection so that it can allocation
more funds to education, healthcare and infrastructure development
as a way of making growth flowing down into the lowest strata of
the economy.
The government aims to increase infrastructure investment to 5%
of GDP by 2016, up from 2.4% in 2012. However, there are concerns
over the country’s inability to get
the majority of the programmed
infrastructure-related projects under
the public-private partnership (PPP)
scheme off the ground.
For instance, the Department of
Transportation and Communications
(DOTC) said the bidding for the 60
billion pesos Light Rail Transit Line
1 extension project has been reset
anew for the first quarter of 2014.
So far, only four projects have
been issued notice of awards – the
Daang Hari-SLEX Link Road ,
School Infrastructure Project Phase
1 and 2, and the NAIA Expressway
Project.
This comes as the governments
of Canada and Australia , through
the Asian Development Bank (ADB),
are providing further funding to strengthen the Philippine PPP Center
and the Project Development and Monitoring Facility (PDMF), which
finances project preparation costs to ensure the bankability of the PPP
projects.
The PDMF is supporting the preparation of 25 PPP projects with
total estimated investments of more than US$4.2 billion, and the
pipeline of projects continues to grow. The Australian government,
through the Australian Agency for International Development, is
providing a contribution of US$12 million to the PDMF and US$3
million for capacity building and institutional strengthening.
The Canadian government, on the other hand, is adding US$3
million to support capacity building and institutional strengthening in PPPs. The Philippine government’s counterpart contribution
to PDMF will increase to the equivalent of US$22.3 million, while
ADB’s funding to the project is US$2 million.
With the additional funds, at least 15 PPP projects are expected to
be implemented or ready by 2016, up from the original target of five
projects by the end of 2013.
Meanwhile, inflation is under control despite the strong domestic
demand, with the average rate in the first eight months of 2013 at a

modest 2.8%. The latest Asian Development Outlook (ADO) report
by the ADB says inflation was contained by a good harvest early in the
year and by soft global commodity prices.
In this context, the monetary authorities kept the policy rates
at record lows – 3.5% for overnight borrowing rate and 5.5% for
overnight lending rate. These low interest rates, along with buoyant
economic growth, remittances and capital inflows resulted in the rapid
expansion of domestic liquidity.
Remittances from overseas Filipinos reached US$1.92 billion in
August, a rise of 6.8% year-on-year, following the continuous steady
deployment of workers overseas. Robust annual growth in remittances
means that as a percentage of GDP they have been fairly stable in
recent years at around 8% to10%, according to a report by UK bank
Barclays. This stands in contrast to exports, which have fallen steadily
as a percentage of GDP, from 43% in 2004 to 21% in 2012. The stability of remittance flows is a key positive for the Philippines, and is helping
to keep the current account balance
in surplus and, in turn, reducing the
country’s vulnerability to potential
market stress episodes.
But despite the economic gains,
the growth in employment remains
sluggish with the full time employment
rising by a mere 0.5% and part-time
jobs by 4% in the 12 months to July
2013. Further, the unemployment
rate even rose to 7.3% in July this year
from 7% a year ago, while underemployment stood at 19.2%.
Employment generation has
fallen short of the official goal of
adding one million jobs annually to
beat down unemployment and the
incidence of poverty. The country
needs to generate about 800,000 jobs each year in order to absorb
the new entrants into the labour force, which is growing by about 2%
annually, ADO says.
To achieve this target, it is important for the government to
broaden the sources of types of work. Economic growth has been
heavily based on the expansion in services sector, which accounted for
over half of the workforce that is now employed. What is needed is a
larger and broader manufacturing base that could generate substantial and productive employment for skilled and semi-skilled workers
as it has done in regional economies. During the past two decades,
employment in the manufacturing sector has declined to just 8% of
the workforce.
With its investment grade status, the Philippines has also
enhanced its competitiveness in the global arena. The World
Economic Forum in its Global Competitiveness Report 20132014 raised the Philippines by a further six places to 59th among
the 148 economies – though it still trails its neighbours Malaysia
(24th), Thailand (37th) and Indonesia (38th) among the Southeast
Asian countries. In its previous year’s report, the country’s ranking
surged by 10 places. n
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Why Inclusive Growth Matters
The private sector and international business community likewise have important roles
to play in making economic growth more inclusive

By
H.E. President Benigno S. Aquino III
President of the Philippines

I

nclusive growth has become an
increasingly attractive development paradigm for the modern
global economy. Across the globe,
aided by information flowing at
broadband speed, the poor, the marginalized, the disenfranchised, have
organized themselves and clamored
for change – sometimes toppling
regimes, or at the very least forcing
those in power to take a closer look at
the way our respective milieus have
previously distributed wealth and
opportunities. Their message: While
high rates of economic growth and
increased trade and investment remain necessary, these are no longer
the sole measure of success for a progressive society.
The challenge for governments
has deepened: When in the past we H.E. President Benigno S. Aquino III: The challenge for governments has deepened.
gravitated towards metrics that
empowers citizens to become bona fide
a society has reason to clamor
reflect merely the wealth collececonomic actors that can productively
for
change
–
whether
due
to
a
tively amassed by an economy,
===
===
contribute to nation building. It allows
pervading sense of inequality,
more and more the task of govOur flagship
them to buy into the system, from which
injustice, unfairness, or lack of
ernments has become ensuring
conditional
they can reap benefits. Perhaps a few exopportunity – it will find ways
that this wealth is not concencash transfer
amples arising from my country and our
to do so. This, perhaps, offers
trated in the hands of the few,
program now
ongoing strategy can help concretize this
some insight into the question
but rather that it is equitably
benefits close
idea.
posed to us today: “Why does
utilized to raise levels of human
to four million
For the past three years, we have ininclusive growth matter?” First:
development. In this manner, we
families, and
creasingly focused our national budget on
Inclusiveness matters because
engender a situation wherein the
we have further
social services, such as education, health,
it ensures the stability of societbroader base of society can benexpanded this
and poverty alleviation. Our flagship
ies, and consequently, the susefit from opportunities opening
so it may cover
conditional cash transfer program now
tainability of growth.
up through economic growth.
families with
benefits close to four million families, and
The equation for sustainWithout these factors, a naa child in high
we have further expanded this so it may
ability is also integral to a section may perhaps experience
school
cover families with a child in high school.
ond, perhaps, more important
periods of cyclical growth; any
The condition of this conditional cash
aspect.
On
top
of
fostering
staprogress, however, will be prone
===
===
transfer program for the family is to keep
bility, social inclusiveness also
to disruption. Because so long as

“

”
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rural areas, we have also exerted much efyour child in school. A recent research
fort in empowering sectors that will have
conducted by the Philippine Institute for
the greatest impact as regards inclusiveDevelopment Studies, there is a forty perness, namely, agriculture, tourism, and
cent increase in income for those who fininfrastructure.
ished high school versus those who were
We have continued to pour funds
elementary graduates.
into agriculture – streamlining the supFurthermore, we seek to educate
ply chain and providing much-needed
students even from far-flung and even
support for our farmers. When in the
nomadic communities through our Alpast our leaders have imported more rice
ternative Learning Systems, wherein our
than we needed, and at exorbitant prices,
public school teachers are embedded in
today because of good and prudent govthese communities to provide basic eduernance the Philippines is well
cation services.
on its way to achieving rice selfAdd to this, we are well on
===
===
sufficiency.
our way to closing resource
You have also perhaps
gaps in terms of classrooms,
This is the
heard
of our flagship campaign
even as we have already elimicrossroads that
for
our
tourism industry. I invite
nated backlogs for textbooks
every economy
you
all
to witness for yourself
and armchairs in our public
– indeed, the
that,
indeed,
“It’s more fun in
education system. This, on
entire global
the
Philippines.”
You will see
top of a recent law expanding
economy as
that
the
entire
population
is livour basic education cycle from
a collective –
ing
out
this
slogan
with
pride,
ten to twelve years, which we
has come to
bolstering both foreign and doforesee will increase the comface, and I am
mestic tourist arrivals towards
petitiveness of our graduates in
confident that,
unprecedented highs.
the global arena. I also signed
collectively too,
Our infrastructure agenda
into law two bills that have lanas humanity
has
likewise been a boon to both
guished in Congress for many
always has, we
the
agriculture
and tourism secyears, not least because of inwill rise to this
tors.
Farm-to-market
roads
tense lobbying from entrenched
challenge
have begun to make previously
interests: The Responsible
===
===
isolated areas in the hinterlands
Parenthood and Reproductive
accessible. A convergent strateHealth Act, which mandates
gy among national agencies has provided
access to information on family planning,
a framework for the construction and reand the Sin Tax Reform Act, which earpair of airports, roads, and other necesmarks increased revenue from tobacco
sary infrastructure; once completed, this
and alcohol into health services. This will
will connect different hubs in the country
certainly accelerate our Universal Health
in the most impactful way possible. On
Care agenda, which we continue to agtop of creating jobs through construcgressively pursue.
tion, these new infrastructure projects
These are direct government interbuild an environment that is highly conventions that we are pursuing as a producive to investments, all of which, couactive way of encouraging the equitable
pled with our efforts in education, health,
distribution of wealth – part of a conand poverty alleviation, spur a virtuous
certed plan to ensure that all sectors take
cycle of growth, empowerment, and eqpart in economic growth and partake in
uitable prosperity.
prosperity that it brings. Our task: To enIn all cases, the integrity of public
sure that our people have the wherewithfinances and resources from which goval to utilize, and indeed maximize, the
ernment intervention is sourced must be
opportunities opening up with newfound
protected. The Philippines has had an unrevitalization of our economy.
fortunate history of corruption and nonIn the Philippines, where urban detransparent governance that had stunted
velopment and industrialization have histhe influx of opportunities and stifled
torically happened in pockets even as the
the government’s ability to execute antigreater segment of the poor remain in
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poverty strategies. In the last three years,
significant gains have been achieved in
weeding out corrupt officials, instituting
more open governance, and participative at that, and eliminating leakages in
the system. In many ways, however, this
task will continue to be a challenge in the
years to come.
I believe that such challenges need
not only a whole-of-government, but
rather a whole-of-society approach. We
have already impressed our commitment
onto partners in the legislature, the judiciary, and the subnational or local governments; they now realize that the people
will settle for nothing less than honest, accountable, service-oriented governance –
and that we in the Executive are squarely
on the side of the people.
The private sector and international
business community likewise have important roles to play in making economic
growth more inclusive. On top of responsible practices, businesses must also
actively engage with their community
base, exploring new pathways to create
opportunity and benefit for all. Practices
that sacrifice long-term sustainability
for short-term gain – through an untenable extractive approach to resources, or
through creating tension between industries and communities – must be revisited
and changed.
In sum, the question of inclusiveness
is one that strikes at the very essence of
growth. Do we define growth as the mere
amassing of wealth, the mere swelling of
the gross national product, regardless of
who benefits? Or do we decide and abide
by the principle that the strength of nations lies in the people – that the fair and
just way forward, indeed the only way
forward, is for government to ensure that
the system allows for equitability, where
every citizen, regardless of status of birth
or personal network, or circumstances,
is allowed the opportunity to shape his
destiny through his own ability and hard
work?
This is the crossroads that every economy – indeed, the entire global economy
as a collective – has come to face, and
I am confident that, collectively too, as
humanity always has, we will rise to this
challenge. n
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3rd Integrity Summit

An advocacy where
signatories commit to zero
tolerance for corruption
“Your presence here today and the continuous and overwhelming support that our
campaign has been receiving from all over the country tells me that we are well on our way
towards an upright and definitely brighter Philippines”
By Ramon R. del Rosario Jr.,
Chairman, Integrity Initiative
Welcome Remarks
3rd Integrity Summit
19 September 2013
Makati Shangri-la Hotel, Makati City

T

his gathering could not have come
at a more opportune time. In the
last few weeks, we all witnessed
how our people, once again, made their
voices heard: that enough is enough and that
corruption must be definitively eliminated
across all levels of our society. With our revitalized citizenry, our steadily improving
economy, and with the present administration continuing to enjoy widespread public
trust, there is no better time than now to
rapidly and properly institutionalize the reforms that will ensure a brighter future for
succeeding generations.
Today, the 3rd Integrity Summit is
an opportunity to present the progress of
our contribution to this movement for accountability, to share experiences in local
and international anti-corruption efforts,
to establish partnerships, and to chart the
future direction of our campaign for good
governance.
Answering the Call
It is fitting that this year’s Summit focuses
on the theme of nation-building, with
integrity as our guiding light. This task –
and I am certain that you all will agree – is
not the responsibility of only a select few.

Ramon R. del Rosario Jr: “We count among our ranks 39 government agencies who have also signed the Pledge, and
the heads of some of these agencies will be joining us today”

Building a nation with integrity
requires an aggressive effort from
both private and public spheres,
drawing strength from each other
and building on the successes –
and even on the failures – of one
another.
It is in this context that I
am very pleased to say that since
the Integrity Initiative began in
2010, our rallying call to those
who will no longer tolerate corruption as “business as usual” has
significantly expanded its reach,
and, along the way, we have been
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Let our response
to them be a
message of
optimism: that
today, times
have changed
and that much
will be achieved
if we band
together under a
common ideal
===
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joined by a considerable number
of allies.
To recap, the Integrity Pledge
and the Unified Code of Conduct
for Business, which we launched
during the 1st Integrity Summit,
lies at the heart of our efforts to
fight private sector corruption. I
am happy to report that the number of signatories to this Pledge
has since grown from just 100 at
the beginning of 2011 to 1,750 as
of August 2013. We count among
our ranks 39 government agencies
who have also signed the Pledge,

San
Miguel
Ad
-------
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and the heads of some of these agencies will
be joining us today.
I am also very happy to announce that
the members of the Integrity Consortium,
or ICON, have more than tripled since the
2nd Integrity Summit when the consortium
was formally introduced. What began last
year as a group of 30 industry associations,
chambers of commerce, and professional
organizations is now an alliance of over 100
groups. On behalf of the Integrity Initiative,
I would like to extend my appreciation to
these associations as they have been instrumental in expanding our numbers by inviting their respective members to sign the
Pledge.
And speaking of a nationwide integrity
effort, these organizations are also at the
frontlines in spreading the message of good
governance beyond the national capital. We
note that a good number of the new ICON
members and Pledge signatories come from
the cities of Baguio, Angeles, Cebu, Iloilo,
Bacolod, Tagbilaran, Davao, Cagayan de
Oro, General Santos, and Cotabato. As we
bring our campaign to the next level, we
certainly look forward to more engagements
with all our new partners.
Acting on the Promise
Signing the Pledge and making this moral
commitment to ethical business practices is
only the starting point towards a fully ethical organization, and, eventually, a nation
with integrity. Equally important is translating this promise into concrete action to improve, reinforce, or refine an organization’s
good governance standards. Thus, this year,
after extensive consultations, the Initiative
has developed a framework and supplementing mechanisms to assist companies
in abiding by the principles they pledged to
uphold.
Dubbed as the Integrity Validation System, this two-step process of self-assessment
and validation allows signatory-companies
to rate their existing integrity policies and
practices, and, consequently, see in which
areas changes need to be introduced.
Since its launch, 18 companies have
been validated, of which seven were rated
as Advanced, the highest rating a company
can achieve – and we will learn more from
these companies in our featured panel discussion later.

Looking ahead, what the Initiative aims
to provide is an accreditation system wherein successful companies will be awarded a
“seal of excellent housekeeping,” signifying
that they adhere to the highest standards of
ethics in their operations.
However, more than this, our ultimate
target is a level playing field, where ethical
business is the norm and an advantage. The
Initiative is, after all, an advocacy where our
signatories commit to zero tolerance for
corruption, pay the right taxes, adhere to labor laws, respect the environment, and prioritize long-term sustainable development
over short-term goals.
With this bigger goal in mind, each
of us must continue to remain sincere in
our businesses and to convince our suppliers and partners of the value of clean and
honest business. As we further increase our
numbers, we will surely gain the leverage to
demand the same high standards of integrity from fellow businessmen, as
well as public officers.
===

President across the entire bureaucracy.
Envisioned to be the government’s flagship
national anti-corruption framework, the
IMP seeks to also gauge the vulnerabilities
of public agencies to corruption, identify
areas for improvement, and, thus, provide
the appropriate interventions and incentives
for reform. If executed well, this project can
radically transform the way things are done
in the public sphere, and we in the private
sector offer our full support towards the
success of this campaign.

Personal Choice
There will always be those who will doubt
our efforts and dismiss the sustainability
of this undertaking. Let our response to
them be a message of optimism: that today,
times have changed and that much will be
achieved if we band together under a common ideal.
To conclude, in the literal and figurative
sense, integrity begins with “I” –
it starts with a personal choice.
===
And with every person choosing
These
to believe that we can be an honParallel Integrity Initiative
developments
est nation, choosing to adopt inSpeaking of public servants, govfill me with
tegrity as his or her primary stanernment is a crucial and necessary
much hope that
dard, and choosing to contribute
partner in building a nation with
the change that
to this national effort, the closer
integrity. Thus, the Initiative has
we are yearning we are to getting the large collecbeen closely working with governfor is possible
tive needed to build a nation with
ment on the creation of an Inand may even
integrity.
tegrity Governance Council. We
come to light in
We have seen this in the
envision this body to provide the
the foreseeable
events of the last few weeks which
policy framework to help agenfuture
leave us some space for reflection.
cies require the signing of the
Indeed, is it not inspiring to see
Integrity Pledge from companies
===
===
our people reinvigorated and asbefore they can participate in
sertively and continuously degovernment projects. Perhaps we
manding greater accountability from our
can hear more about this proposal from our
public officers? Likewise, is it not refreshfriends in government later today.
ing that our government now listens and
In addition, we note and commend the
responds swiftly to the people’s call?
parallel anti-corruption initiatives that govThese developments fill me with much
ernment has established for its own ranks.
hope that the change that we are yearning
For instance, the Office of the Ombudsman
for is possible and may even come to light in
has launched a year-long Integrity Caravan,
the foreseeable future. Your presence here
aiming to promote its various anti-corruptoday and the continuous and overwhelmtion programs and to establish partnerships
ing support that our campaign has been
with stakeholders in implementing these
receiving from all over the country tells
projects.
me that we are well on our way towards an
One particular program that compleupright and definitely brighter Philippines.
ments our private sector campaign is the
Thank you very much, more power to
Integrity Management Program, which
us all, and onwards towards a nation of inwill soon be implemented by the Office
tegrity! n
of the Ombudsman and the Office of the
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The Constitution’s
Framework for Addressing
Misuse of Public Funds
By
Chief Justice
Maria Lourdes P.
A. Sereno
Chief Justice,
Supreme Court of the
Republic of the
Philippines
(Delivered at the 3rd Integrity Summit;
19 September 2013, Makati Shangri-La)

A

ll the recent attention being given to
reports of widespread corruption
involving the Priority Development Assistance Fund and associated public funds
have seen the emergence of several threads
of discussion.
One line of discussions has tracked the
politics and culture discourses, some raising
questions as fundamental as whether we have
a cultural genetic defect as a people that has
allowed massive public frauds to be perpetrated in our sad history. It was even a surprise to
me that some of the acknowledged best management minds in the country have offered
to the public, condemnatory anthropological conclusions about the Filipino, without a
management solution being offered.
Twined with these culture-heavy discussions are discussions on defects in the political system, questions on the ability of voters
to make wise electoral choices, the incentives that the system has created for voting,
and the payback that politicians expect to
reap once they emerge victorious. This has
fuelled the claimed wisdom of proposals related to electoral finance reform.
At one end of the spectrum is a call to
diminish discretion on the part of both the

legislature and the executive to the smallest
possible space, demanding that budgeting
be done on narrow and specific line items
where the projects are identified with definiteness in not only the General Appropriations Act but also in all the other statutes
relevant to the appropriation of the different kinds of revenue sources.
To my mind, there is however, a vacuum in the discussion, and that is, the
Constitution’s place in addressing corruption. There is general acceptance that the
Constitution contains basic principles and
rules that must be followed in the protection of the rights of the human individual
against the possible all-powerful incursion
of the State. What is often forgotten, however, is that the Constitution also provides a
practical framework for addressing issues of
governance. The constitutional framework
is practical because it describes with sufficient clarity, the process by which accountability over public funds is to be ensured.
And, with respect to the constitutional requirement on fidelity over public resources,
statutes have been enacted in line with the
Constitution. It is my hope that with this
perspective included in the discussions, the
people, including public officials, can collectively strengthen the rule of law, because
henceforth its elements will be scrupulously
observed on an operational level.
As a cautionary note, some of the statutory provisions herein cited have not yet
been subjected to a constitutional contest,
thus this paper is not to serve in any manner as a basis for arriving at a specific, binding legal conclusion on a narrow point of
law. Likewise, some of the constitutional
provisions likewise cited here have not yet
been subjected to judicial interpretation,
thus the same cautionary note applies.

The Constitution, COA and
Accountability Over Public Funds
The most important constitutional body to
ensure that public funds are released and
expended with fidelity is the Commission
on Audit.
Under Article IX-D of the Constitution:
SECTION 2 (1). The Commission on
Audit shall have the power, authority,
and duty to examine, audit, and settle
all accounts pertaining to the revenue
and receipts of, and expenditures or
uses of funds and property, owned or
held in trust by, or pertaining to, the
Government, or any of its subdivisions,
agencies, or instrumentalities, including government-owned or controlled
corporations with original charters,
and on a post-audit basis: (a) constitutional bodies, commissions and offices
that have been granted fiscal autonomy
under this Constitution; (b) autonomous state colleges and universities; (c)
other government-owned or controlled
corporations and their subsidiaries;
and (d) such non-governmental entities
receiving subsidy or equity, directly or
indirectly, from or through the Government, which are required by law or the
granting institution to submit to such
audit as a condition of subsidy or equity. However, where the internal control system of the audited agencies is inadequate, the Commission may adopt
such measures, including temporary or
special pre-audit, as are necessary and
appropriate to correct the deficiencies.
It shall keep the general accounts of
the Government and, for such period
as may be provided by law, preserve the
vouchers and other supporting papers
pertaining thereto.
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and in line with this duty must, under
the same article:
SECTION 4. The Commission shall
submit to the President and Congress,
within the time fixed by law, an annual
report covering the financial condition
and operation of the Government, its
subdivisions, agencies, and instrumentalities, including government-owned
or controlled corporations, and nongovernmental entities subject to its audit, and recommend measures necessary to improve their effectiveness and
efficiency. It shall submit such other
reports as may be required by law.
In addition, in a special section in Article VI of the Constitution on the Legislative Department, the COA is specifically
given a role defined as follows:
Section 20. The records and books
of accounts of the Congress shall be
preserved and be open to the public in
accordance with law, and such books
shall be audited by the Commission on
Audit which shall publish annually an
itemized list of amounts paid to and
expenses for each Member.
The COA is not an entirely new creation of the 1987 Constitution. It evolved
from the Office of the Auditor of the Philippine Islands in 1899, into a Bureau of
the Insular Auditor in 1901, to a Bureau
of Audits in 1905. The 1935 Constitution
elevated the office to a constitutional body
named the General Auditing Office, popularly known as the GAO. The 1973 Constitution renamed the GAO into its present
form known as the COA, whose leadership
was converted from a one-man Auditor
General into a three-man commission.
The 1987 Constitution retains the present form of the COA except for changes
to the qualifications of the Commissioners.
There are two very significant changes that
the 1987 Constitution introduced.
The first was to declare and strengthen
the independence of the three Constitutional Commissions, including COA. Not
only are they declared independent, they
are to be fiscally autonomous, the salaries
of the Commissioners are not to be decreased during their tenure in office, and
they shall have the power to promulgate
rules of practice and procedure before it.
The second was to vest in the COA the

“exclusive authority ... to define the scope
of its audit and examination, establish the
techniques and methods required” for this
audit and examination.
An analysis of the above provisions of
the Constitution, together with some relevant provisions in the Administrative Code
of 1987, will reveal that the COA has under its powers to examine, audit and settle
all fund and property accounts of the State,
the duty to achieve the following objectives:
(1) Determine whether or not the fiscal responsibility that rests directly with the
head of the government agency has been
properly and effectively discharged. This
fiscal responsibility has been defined under
the same Administrative Code as;
All resources of the government shall
be managed, expended or utilized in
accordance with law and regulations
and safeguarded against loss or wastage
through illegal or improper disposition
to ensure efficiency, economy and effectiveness in the operations of government. The responsibility to take care
that such policy is faithfully adhered to
rests directly with the chief or head of
the government agency concerned.
(2) Develop and implement a comprehensive audit program that shall encompass an examination of financial transactions, accounts and reports, including
evaluation of compliance with applicable
laws and regulations;
(3) Institute control measures through
the promulgation of auditing and accounting rules and regulations governing the receipts disbursements, and uses of funds and
property, consistent with the total economic
development efforts of the Government;
(4) Promulgate auditing and accounting rules and regulations so as to facilitate
the keeping, and enhance the information
value of the accounts of the Government;
(5) Institute measures designed to preserve and ensure the independence of its
representatives; and
(6) Endeavor to bring its operations
closer to the people by the delegation of
authority through decentralization, consistent with the provisions of the Constitution
and the laws.
For the members of the audience who
are running businesses, we understand how
critical the role of our internal and exter-

nal auditors are. We take care to ensure that
our internal auditors are armed with sufficient authority in order that our business
resources are used efficiently, economically,
and effectively. COA performs this critical
role for government. The Commission has
regular audit teams assigned to each government agency to ensure that the agencies’ financial reports are presented fairly
and accurately and their financial operations are conducted in line with applicable
laws and regulations. In addition, COA has
special audit teams to look into the efficiency of programs and activities and eliminate
wasteful spending. It also conducts fraud
audits in agencies with probable fraudulent
transactions in order to safeguard public
coffers. Special and fraud audits can be
conducted any time, and any concerned
citizen may request such audits. In the case
of requests for fraud audits, the complainant does not need to disclose his identity.
In the same manner, both the Constitution
and the Administrative Code with particularity, has armed the COA with the powers
to:
(1) promulgate rules to prevent irregular, unnecessary, extravagant or unconscionable expenditures or uses of government
resources;
(2) adopt measures to correct inadequacies of the internal control system of the
audited agencies, including, when necessary, adopting special pre-audit;
(3) examine all documents filed with
other agencies in connection with government revenue collection operations;
(4) exercise visitorial authority over
non-government entities that are either
subsized by the State, those required to
pay levies, have government shares, have
received counterpart funds from the government, or are partly funded by donations
through government;
(5) upon direction of the President, exercise visitorial authority over non-government entities whose loans are guaranteed
by the Government;
(6) assist in the collection of all debts
due Government;
(7) order the retention of money by a
public officer due a person who is indebted
to the Government;
(8) to inspect the originals of orders,
deeds, contracts or documents involving
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the natural outcome of the inherent roles
public funds and failure to do so can be
of these persons as spelled out in the Conthe basis for disciplinary action, as well as
stitution.
a permanent disallowance of the claim, asThe President, under his “faithful exsessment of additional levy or government
ecution of the laws” duty under Section 5
share, or withholding of government fundArticle VII of the Constitution, is naturally
ing or donation;
expected, through the appropriate depart(9) investigate and conduct inquiries,
ment under his supervision and control,
summon parties, and subpoena for testito act on the COA report. The spectrum
mony and submission of documents;
of actions he can perform under his “su(10) punish for contempt as under the
pervision and control” powers is wide, and
Rules of Court;
for this purpose, he can not only
(11) conduct random and
===
===
investigate administratively the
periodic inspections, including
performance of any executive
ocular ones;
The
department agency as a response
(12) seize the office and the
Constitution
to the report, he can execute percontents thereof of any local
empowers the
sonnel movements, and take all
treasurer or accountable officer
people to take
necessary actions to protect govin cases of shortage of cash on
an active role
ernment assets from misuse.
hand, close and render his acin checking
The Legislative Department
counts to the date of taking posgovernment
is naturally expected by the very
session and temporarily continue
by allowing
nature of its role to enact legislathe public business of such office
citizens
tive measures to ensure the lawful
and the auditor who seizes the ofto access
use of public resources, and that
fices shall ipso facto supersede the
information of
they are economically, efficiently
local treasurer until or officer unpublic concern
and effectively used. It is during
til the latter is restored or another
===
===
the deliberations on the annual
is designated;
budget proposal of the President
(13) place under constructive
or on special appropriations bills
distraint personal property of the
that this process of examination, evaluaaccountable officer upon a prima facie findtion and deliberation is normally expected
ing of malversation, and there is reasonable
to take place. What about the public? What
ground to believe the officer is retiring from
is its role in the context of all of the abovegovernment service, intends to leave the
described roles?
country or remove or hide his property.
Under Article XI, Section 1 of the
The COA is required by the ConstituConstitution, “[p]ublic officers and emtion to submit annual audit reports to the
ployees must, at all times, be accountable
President and the Congress, and such other
to the people, serve them with utmost rereports that may be required by law. Such
sponsibility, integrity, loyalty, and efficiency
reports are available at its website. Such
xxx” But the Constitution does not restrict
report is not only to cover the financial
itself to this statement of policy. The Concondition and operation of Government
stitution also provides means for the people
but should also recommend measures necto enforce it and make it a living principle.
essary to improve the effectiveness and efThe Constitution empowers the people
ficiency of the audited government entities.
to take an active role in checking governIn exercising its audit function, the COA
ment by allowing citizens to access informay deputize private auditors to conduct
mation of public concern. It goes further
special audits, in the exigencies of the serthan most countries’ constitutions by invice.
cluding the right to be informed as part
What Does the Constitution Envision
of the Bill of Rights. Article III, Section 7
that the President, Congress, the Heads of
states that “[a]ccess to official records, and
Agencies and the Public Should Do with
to documents and papers pertaining to ofthe COA Reports?
ficial acts, transactions, or decisions, as well
It is not spelled out in the Constitution
as to government research data used as bawhat is to be done with the COA reports.
sis for policy development, shall be afforded
But their responses to such reports are to be
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the citizen, subject to such limitations as
may be provided by law.”
Armed with enough information, the
public may file complaints with the Ombudsman. The Constitution requires, “[t]
he Ombudsman and his Deputies, as protectors of the people, [to] act promptly on
complaints filed in any form or manner
against public officials or employees of the
Government xxx, and shall, in appropriate
cases, notify the complainants of the action
taken and the result thereof.” Let me stress
that complaints can be filed in any form,
including anonymous complaints.
The Faithful Execution of the Laws
Clause, Independent Constitutional
Bodies and an Independent
Statutory Council: Investigation and
Prosecution for Misuse of Public
Funds
There are several entities critical to investigation of and prosecution for illegal acts
involving the misuse of public funds.
The first is the spectrum of the investigative and prosecutorial powers lodged
in the President. The Administrative Code
and specific statutes locate these powers in
several executive units, the foremost being the Department of Justice, especially
through its constituent investigative unit,
the National Bureau of Investigation and
the National Prosecution Service, its principal prosecutorial unit. The other is the Philippine National Police under the Secretary
of Interior and Local Government.
The second set of powers of investigation and prosecution for misuse of public
funds belong to the Ombudsman. Under
the Constitution, the Office of the Ombudsman can:
(1) Investigate on its own, or on complaint by any person, any act or omission
of any public official, employee, office or
agency, when such act or omission appears
to be illegal, unjust, improper, or inefficient.
(2) Direct, upon complaint or at its own
instance, any public official or employee
of the Government xxx, as well as of any
government-owned or controlled corporation with original charter, to perform and
expedite any act or duty required by law, or
to stop, prevent, and correct any abuse or
impropriety in the performance of duties.
(3) Direct the officer concerned to take
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6713 or the Code of Conduct and Ethiappropriate action against a public official
cal Standards for Public Officials and Emor employee at fault, and recommend his
ployees, public officials must give a special
removal, suspension, demotion, fine, cenwaiver in favor of the Ombudsman in their
sure, or prosecution, and ensure compliStatement of Assets, Liabilities and Net
ance therewith.
Worth to obtain from all appropriate gov(4) Direct the officer concerned, in any
ernment agencies, including the Bureau of
appropriate case, and subject to such limiInternal Revenue, such documents as may
tations as may be provided by law, to furshow their assets, liabilities, net worth, and
nish it with copies of documents relating to
also their business interests and financial
contracts or transactions entered into by his
connections in previous years, including, if
office involving the disbursement or use of
possible, the year when they first assumed
public funds or properties, and report any
any office in the Government.The Omirregularity to the Commission on Audit for
budsman may even call on the Courts to
appropriate action.
enforce its subpoena powers in the conduct
(5) Request any government agency for
of investigations. The Ombudsman can
assistance and information necessary in the
secure the attendance or presence of any
discharge of its responsibilities, and to exabsent or recalcitrant witness through apamine, if necessary, pertinent records and
plication before the Sandiganbayan or bedocuments.
fore any inferior or superior court having
(6) Publicize matters covered by its injurisdiction of the place where the witness
vestigation when circumstances so warrant
or evidence is found.
and with due prudence.
Another set of powers which is narrow
(7) Determine the causes of inefficienbut very powerful is the power to investigate
cy, red tape, mismanagement, fraud, and
instances of money laundering. The Anticorruption in the Government and make
Money Laundering Act includes the prorecommendations for their elimination and
ceeds from graft and corruption and plunthe observance of high standards of ethics
der among the “dirty money” as among the
and efficiency.
instances that may be investigated by the
.These powers laid out in the ConstituAnti-Money Laundering Council. After its
tion are reiterated in the Ombudsman Law.
investigation, the Council may also ask the
In addition, this law empowers the OmCourt of Appeals to freeze such dirty monbudsman to:
ey and file complaints with the Department
(1) Administer oaths, issue subpoena
of Justice and the Ombudsman.
and subpoena duces tecum, and take tesA fourth set of powers lie in
timony in any investigation or
the
Philippine State’s ability to
inquiry, including the power to
===
===
make use of international or forexamine and have access to bank
There are
eign investigative, legal and judiaccounts and records; and
various rules
cial assistance. For instance, our
(2) Investigate and initiate the
that support
government can request from our
proper action for the recovery of
and provide
treaty partners, the extradition of
ill-gotten and/or unexplained
tools for the
government officials, who have
wealth amassed after February
Ombudsman
committed graft and corrup25, 1986 and the prosecution of
to fulfill its
tion. Under the United Nations
the parties involved therein.
mandates
Convention against Corruption,
The law requires the Omwhich the Philippine Senate ratibudsman to “give priority to
===
===
fied in 2006, the 167 state parties
complaints filed against high
agreed to cooperate with each
ranking government officials
other in the prevention, investigation, exand/or those occupying supervisory positradition and prosecution of offenders,
tions, complaints involving grave offenses
and the tracing, freezing and recovery of
as well as complaints involving large sums
ill-gotten wealth. The state parties are also
of money and/or properties.”
bound to provide legal assistance in gatherThere are various rules that support
ing evidence and transmitting them to the
and provide tools for the Ombudsman to
proper courts.
fulfill its mandates. Under Republic Act
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Does the citizenry have a role in the
same? As I earlier opined, the Constitution
does not make citizens mere bystanders in
making public officials account for their
actions and for their use of public funds.
I mentioned the right of the public to file
complaints with the Ombudsman and request audits to be conducted by COA. Any
citizen, with the endorsement of a legislator, may also initiate an impeachment
complaint against the President, VicePresident, Justices of the Supreme Court,
Members of the Constitutional Commissions and the Ombudsman. The ability of
citizens to jumpstart investigations by the
Ombudsman, COA and even the DOJ, is
bolstered by their right to access information that may serve as basis for the prosecution of erring officials.
The Role of the Judiciary
When it comes to the final adjudication of
legal liability for misuse of public funds, it
will be the judiciary’s role to adjudge guilt
or innocence. But it can only do so on the
basis of the provisions of the Constitution
or the law that are alleged to have been
violated, and on the basis of the admissibility and the weight of the evidence that are
before it.
If the action is civil, then only a preponderance of evidence is sufficient. If it is
criminal, then the crime has to be proven
beyond reasonable doubt.
While the judiciary has the power to
order the arrest and continued detention
of the accused, the State’s prosecutors must
meet the burden of proof required for the
issuance of arrest warrants and denial of
bail. Bail, it must be remembered, is a constitutional right of any accused prior to his
conviction. A narrow exception is when a
person is charged with an offense punishable by reclusion perpetua (e.g. plunder)
but only when evidence of guilt is strong.
The judiciary can also order the suspension
of a person’s right to travel through hold
departure orders against persons charged
of crimes that fall within the jurisdiction of
the Regional Trial Courts.
Unlike the two political branches of
government, the executive and the legislature, the judiciary is prohibited from making
decisions based on political considerations,
not even in order to conform to public sen-
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Metro Pacific Investments
net profit up 5% to P5.2B
Setting the Stage for Record Full-Year Earnings

M

followed by growth of 3.1% in industrial
ANILA, Philippines, 6th November 2013
electricity consumption.
– Metro Pacific Investments Corporation
The average distribution charge for the first
(“MPIC” or the “Company”) (PSE: MPI) today
nine months stood at ₱1.65 per kWh, up from
reported consolidated Core Net Income of ₱5.6
billion for the nine months ended 30th September
₱1.53 per kWh in the first nine months of 2012.
2013, up 12% over the ₱5.0 billion achieved in
Growth in Core Net Income was held back
by ₱1.6 billion (net of tax) of Local Franchise Tax
the same period last year.
“All our businesses achieved strong growth
recoveries MERALCO recorded in the second
in profitability for the first nine months of the
quarter of 2012.
year, leaving us well placed for a strong 2013 as a
Capital expenditure for the first nine months
whole,” said Jose Ma. K. Lim, MPIC President and
of 2013 rose to ₱6.1 billion from ₱6.0 billion
Chief Executive Officer. “We are currently reviewa year earlier and was invested mainly in new
ing the outlook for 2014 and the only restraint on
substations designed to decongest critical loads,
our optimism is concern over regulators’ manageprovide additional capacity for load growth and
ment of water tariffs and road tolls.”
improve network reliability.
The rise in Core Net Income was due mainly
Meralco’s capex commitment is delivering
to robust earnings growth at Metro Pacific Tollstrong returns. The 12-month moving average
ways Corporation (“MPTC”) and more modsystem loss fell to just 6.71% as at the end of
est progress at Maynilad Water Services, Inc.
September 2013. This level is 1.79 percentage
(“Maynilad”). MPTC benefitted from the acquisi- Jose Ma. K. Lim, President and CEO,
points lower than the regulatory cap of 8.5%,
tion of CAVITEX at the start of the year.
and marks the best performance yet achieved in
Metro Pacific Investments Corporation
In terms of contribution to the Company’s net
Meralco’s 110-year history.
operating income, Maynilad accounted for ₱2.9 billion or 43% of the
MERALCO continues to build out businesses crucial to growth
going forward. The wholly-owned MERALCO PowerGen Corporation
aggregate contribution, MERALCO contributed ₱2.0 billion or 30% of
(“MGen”) continues to develop Redondo Peninsula Energy, Inc., a projthe total, while MPTC delivered ₱1.4 billion or 20% of the total. The
ect to build a 2x300 MW coal-fired power plant in Subic Bay. The plant
Hospital Group contributed ₱436 million or 7% of the total.
will employ circulating fluidized bed coal technology, the cleanest of all
Consolidated Reported Net Income attributable to owners of the
coal-fired generation technologies. The next step towards this goal is
parent company improved 5% to ₱5.2 billion for the period from ₱5.0
to confirm the validity of the Environmental Compliance Certificate and
billion a year earlier as non-recurring charges rose to ₱377 million from
the Lease Development Agreement.
₱36 million a year earlier, principally reflecting termination costs on the
On 26th June 2013, Retail Competition and Open Access comearly repayment of various fixed rate borrowings.
menced on a voluntary basis, allowing major electricity consumers to
shop for the lowest electricity prices. Out of approximately 700 qualiOperational Review
fied customers in the Meralco franchise area, over 230 customers opted
MERALCO: Efficiency Gains and Improved Availability
for immediate contestability and of those 151 customers representing
& Reliability of Power
60 percent by volume of electricity consumed signed up with MERALCO’s
MERALCO’s Core Net Income for the first nine months of the year
Retail Electricity Supply unit MPower.
rose 5% to ₱13.6 billion compared with the same period last year
In Singapore, PacificLight Power, a 2x400 MW liquefied natural
on the strength of a higher average distribution tariff and a 5% ingas plant on Jurong Island, is on track for full commercial operations
crease in energy sales to 25,616 gigawatt hours. The volume growth
by early 2014. The first 400 MW unit was synchronized to the local
was buoyed by sustained healthy demand from the commercial and
electricity grid on 30th June, 2013 and the second on 30th August,
residential segments, which grew by 5.5% and 5.6%, respectively,
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2013. PacificLight Power is MERALCO’s first power generation project
outside the Philippines with an effective economic interest of 28% at an
investment cost of ₱ 9.0 billion.
On 29th August 2013, MGen signed a Joint Development Agreement with a wholly-owned subsidiary of Electricity Generating Public
Company Limited (“EGCO”) of Thailand for the development of a
new 460 MW supercritical coal-fired power plant in Mauban, Quezon.
MGen’s equity in the joint venture company will be 49% with a right
to nominate a preferred investor for an additional 2%. Together with
EGCO, MGen is selecting a financial advisor for project financing and
tendering the Engineering, Procurement and Construction contract for
the project.
On 7th October 2013, MGen executed a Share Sale and Purchase
Agreement with First Metro Investment Corporation (“FMIC”) for the
sale by FMIC of 20% equity interest in Global Business Power Corporation
(“GBPC”) to MGen for a consideration of ₱7.15 billion. GBPC is one
of the largest power producers in the Visayas with nine coal and diesel
power plants amounting to a total installed capacity of 627 MW with
two more projects on the way, an 82 MW plant in Toledo City and a
150 MW expansion in Panay.
Maynilad and Other Water Projects: Bringing Clean Water
to Millions of People
Maynilad, the biggest water utility in the Philippines, saw a 3% increase
in the volume of water sold in its concession area in the first nine
months of this year, a rate of growth held back by ongoing project delays
in Cavite. The increase in water sold was achieved even as Maynilad
managed to draw 5% less water from the Angat Dam.
Selling more water while drawing less was made possible by
reductions in leaks and theft, otherwise known as non-revenue water
(“NRW”), which fell to 38.3% of the total as at the end of September
2013 from 42.4% a year earlier. The improvement was achieved on
the strength of Maynilad’s continuing leak repair program, which saw
32,136 leaks repaired in the first nine months of 2013.
The program, coupled with pipe rehabilitation and more efficient
management of water pressure and supply, has resulted in the recovery
of over 143 million liters per day of water. Maynilad continues to push
forward with its ambitious NRW reduction program by allocating ₱1.7
billion in 2013 for NRW diagnostics, leak repairs and the establishment
and maintenance of District Metered Areas.
Maynilad now delivers 24-hour water supply to 97.5% of its
customers, while 99.8% of customers also receive water pressure of
at least seven pounds per square inch, the minimum pressure necessary to pump water upstairs from the ground floor. The year-earlier
percentages were 95.0% and 99.8%, respectively. The number of billed
customers rose 6% to 1,116,109 by the end of September 2013 from
1,056,538 a year earlier.
Total revenues for the first nine months of the year rose 8% to
₱12.6 billion from ₱11.6 billion in the first nine months of 2012 due
to the combined effect of the increase in billed volume and an average
effective year-on-year tariff increase of 4%. However, Reported Net
Income was down 1% to ₱5.0 billion from ₱5.1 billion, held back by
refinancing charges on its fixed rate borrowings. Maynilad’s capital

expenditure during the first nine months of 2013 stood at ₱5.4 billion,
up from ₱5.1 billion a year earlier.
Earlier this year, Maynilad submitted its business plan for the
determination of its standard rates for the period 2013 to 2017 to the
Metropolitan Waterworks and Sewage System (“MWSS”), its regulator. On 12th September 2013, MWSS denied Maynilad’s application for
an upward adjustment and instead proposed a negative adjustment of
4.82% (or ₱1.46 per cubic meter) to be applied to the 2012 basic tariff
implemented in five equal tranches per charging year. Maynilad does
not accept the tariff proposal of MWSS and on 4th October it filed a
notice of dispute with the Secretariat of the International Chamber of
Commerce (ICC) International Court of Arbitration for resolution.
Philhydro, Maynilad’s bulk water supply project in Bulacan, made its
first profit contribution during the period. MetroPac Water Investments
Corporation, a wholly-owned subsidiary of MPIC, acquired an economic
interest of 20% in Carmen Bulk Water Supply Project in January 2013 in
partnership with Manila Water and the Provincial Government of Cebu.
On 15th March 2013, Maynilad acquired a 10% shareholding in
Subic Water and Sewerage Co., Inc. (“Subic Water”), which serves
40,000 customers in Olongapo City and the Subic Bay Freeport Zone
under a build-operate-transfer scheme.
MPTC: Service Improvements Continue as Harbour Link
Construction Continues
MPTC’s Core Net Income of ₱1.4 billion for the first nine months of
2013 was 29% higher than a year earlier as a result of strong traffic
growth and lower tax rates, interest and operating costs on the NLEX
as well as the first-ever contribution from CAVITEX, beginning on 2nd
January 2013. Average daily entries rose 6% on the NLEX and 9% on
the CAVITEX in the first nine months from a year earlier.
Construction continues of the first stage of the NLEX Harbour Link
extension following a ground-breaking ceremony earlier this year. The
8 kilometer road to link NLEX to the North Manila Port will see its first
stage open as soon as the second quarter of next year. Work is proceeding with the Government to begin the resettlement needed to begin
construction on the NLEX Citilink project to extend the NLEX by 8 kilometer and connect Mindanao Avenue to Katipunan Avenue and to C5.
Metro Pacific Tollways Development Corporation (“MPTDC”) is in
talks with the Government on how best to execute its proposal to build
an elevated expressway to connect the Northern and Southern toll road
systems. The “Connector Road” Project is a planned four-lane elevated
expressway to connect the Harbour Link to Southern Luzon. MPTC
expects the Connector Road to increase traffic on existing Northern and
Southern toll road systems by enabling commercial vehicles to traverse
Metro Manila without violating a daytime truck ban and by slashing
travel time between the two road systems to as little as 20 minutes
from over an hour or more today.
CAVITEX is a 14 kilometer toll road built in two segments running from Parañaque to Cavite with average traffic of 100,000
vehicle entries a day. The road offers significant expansion prospects
as a result of the NAIA 2 and CALA expressway projects which aim
to connect to CAVITEX, as well as from the recently opened TernateNasugbu tunnel which will substantially reduce the journey time
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between Batangas and Manila.
The NLEX Harbour Link, Citilink and Connector Road projects
together with expansion of the CAVITEX will see MPTC invest approximately ₱41 billion over the next few years to complete construction of
this vital road infrastructure. MPTC and MPIC intend to fund this sum
using internal resources and external debt.
As negotiations with the Government approach their fourth year
without resolution, MNTC continues to await the turning-over of
management of the Subic Clark Tarlac Expressway (SCTEX) from the
Bases Conversion and Development Authority. MNTC plans to invest
₱400 million to integrate SCTEX with NLEX to facilitate seamless travel
between the two expressways but cannot move forward until this basic
question is settled.
In addition, MPTC continues to await approval of toll rate adjustments which are overdue by as long as a year and a half or more:
one for NLEX which was to be effective from 1st January 2013 and a
second for R1 of CAVITEX which should have been effective from 1st
January 2012.
Hospitals: Largest Private Hospital Group Continues to Grow
Aggregate Core Net Income for the Hospital Group rose 24% to ₱670
million in the first nine months of 2013 compared with the same period
last year as a result of higher patient revenues, lower losses at the
nursing schools, and tighter expense controls.
On 3rd June 2013, MPIC completed its investment in a 51% equity
ownership of De Los Santos Medical Center (DLSMC), a 150-bed
hospital in Quezon City, Metro Manila. Included in the transaction is
affiliate Megaclinic, a mall-based ambulatory diagnostic and surgical center, marking MPIC’s first investment in a non-hospital-based
health facility.
On 24th October 2013, MPIC moved another step forward in building its nationwide chain of premier private hospitals with the completion of an investment in 51% of Tarlac’s largest private hospital, the
200-bed Central Luzon Doctors’ Hospital (CLDH) for a total consideration of ₱188.8 million.
Including CLDH the Hospital Group now comprises eight full-service
hospitals with approximately 2,150 beds in total: Makati Medical Center,
Cardinal Santos Medical Center, Our Lady of Lourdes Hospital, Asian
Hospital and DLSMC in Metro Manila; CLDH in northern Luzon; Riverside Medical Center in the Visayas; and Davao Doctors Hospital in Mindanao. MPIC operates the largest private hospital group in the country
with hospitals in all three major island groupings of the Philippines.
Other Projects:
Earlier this year, the bidding for extending Manila’s LRT1 light-rail line
was declared a “failed bidding process” by the Government which has
since advised that the project will be re-launched with modified terms
of reference to address private sector concerns.
MPIC has formed the MPIC-JGS Airport Consortium with JG
Summit Holdings Inc., Aéroports de Lyon – the operator of the thirdbiggest airport in France – and with EGIS Airport Operations to bid
for the Government’s Cebu-Mactan Airport Project. The consortium
has passed the Government’s pre-qualification screening of inter-

ested bidders and is currently finalizing its bid ahead of a submission
deadline of 15th November 2013.
The MPIC–Ayala Corporation Consortium in the Automated Fare
Collection System (“AFCS”) has been declared qualified to bid for the
AFCS project to provide a unified ticketing system for Manila’s Metro
Rails. Bid submission is set for 18th November 2013.
Corporate Governance:
Earlier this year, the SEC mandated all publicly listed companies to
submit an Annual Corporate Governance Report. MPIC disclosed the
said report to the SEC and simultaneously posted it in the Company’s
website on 1st July 2013.
MPIC recently received six awards from Corporate Governance
Asia: MPIC as Corporate Governance Icon, Asia’s Best CEO and CFO –
Jose Ma. K. Lim and David J. Nicol, respectively – as well as Asia’s Best
Investor Relations, Asia’s Best Investor Relations Website and Asia’s Best
Corporate Social Responsibility.
Corporate Social Responsibility (“CSR”): Deepening
its commitment
The MVP Group of Companies headed by the Foundation and
corporate social responsibility arm of MPIC, successfully completed
in Pangasinan, the fourth leg of its 5-location target for the 5th year
mark of Shore it Up (SIU). Around 25,000 volunteers from 14 coastal
municipalities participated in the simultaneous coastal cleanup to reinforce the Save the Lingayen Gulf program of Governor Amado Espino,
Jr. SIU is the firm’s way of responding to the country’s environmental
concerns, beginning with the major shorelines which are vital to livelihood and tourism.
Last September, MPIC granted a ₱10 Million donation to Mano
Amiga Pilipinas to help them acquire a 2,350 sq.m property in Paranaque
which will be the site of its new campus. The school will now be able
to accommodate at least 780 scholars where MPIC currently supports
30 of them.
Conclusion and Outlook
“Our businesses continue to focus on service quality and operational efficiency, while growing our core profitability and cash flows,” said MPIC
Chairman Manuel V. Pangilinan. “The strong results for the first nine
months of the year reflect continuing improvements in service levels as
well as efficiency gains for all our operating companies.”
Pangilinan also forecast strong full-year earnings: “The outlook for
our full year Core Net Income growth looks positive. At this stage we
are continuing to guide to in excess of ₱7 billion Core Net Income for
the full year. The uncertainties surrounding the Maynilad rate rebasing
and pending tariff increases on our Tollways mean we can’t at this stage
provide reliable pointers for 2014.” n
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zations to achieve Key Results Areas or Key
timent, especially in criminal proceedings.
Performance Indicators. Should not every
Thus, it is important that the public undergovernment unit also be required to have
stand that it is the duty of the appropriate
set objectives ? What role should the public
bodies, the executive and the Ombudsman
play in setting out those objectives?
to ensure that the law they invoke and the
The second principle I would like to
evidence they present suffice to authorize
leave you to think about is the concept of
the judiciary to arrest, detain and convict.
independence of the three constitutional
The judiciary must remain deaf, even to
bodies - COA, the Civil Service Commisthe public clamor for conviction, and can
sion and the COMELEC - as well as the
only hear what is appropriately brought
judiciary and Ombudsman. If our democbefore its halls of justice. That is why it is
racy is to be a fully functioning one, then
all-important that the country must have a
the political branches of government must
judiciary that is populated by independent,
respect the independence of these bodies,
competent judges who live in constant morand on their part, the independent bodies,
tal fear of not doing what is right.
the judiciary and the Ombudsman are exThree Constitutional Principles that
pected to fight against any encroachment
Need to be Further Operationalized.
on their independence, financial or otherSection 1 of Article XI of the Constituwise. To what extent is this independence
tion provides:
enhanced or weakened by the budget proPublic office is a public trust. Public ofcess and how is this affected by
ficers and employees must, at
the amount of resources that is
all times, be accountable to the
===
===
allocated to them? To what expeople, serve them with utmost
How much toil
tent should the citizenry demand
responsibility, integrity, loyalty,
and quiet hard
support for these constitutional
and efficiency; act with patriotism
work will we
bodies and for the judiciary? If
and justice, and lead modest lives.
put in so that
these bodies, together with the juThus far, we had been disevery office
diciary is to act as effective checks
cussing mainly the financial
charged with the
to wrongdoing in the political
auditing functions of the COA.
duty to make
branches of government, how
Note however, that under the
our system of
much, as wise executives, what
Administrative Code, the COA
governance
would you suggest for the govis to recommend measures to
work finally
ernment to allocate to preserve
ensure the effectiveness and effifunction in an
their independence and enhance
ciency of the use of government
organized and
their professionalism? At the same
resources. The Code of Conduct
coordinated
time, how would you measure the
and Ethical Standards for Pubway?
performance and render accountlic Officials and Employees, RA
able these non-political bodies of
6713 requires all government
===
===
government?
employees to:
The third principle I would
perform and discharge their
like you to reflect on is whether the reportduties with the highest degree of exceling by all branches, departments and agenlence, professionalism, intelligence and
cies of government is the kind of reporting
skill. They shall enter public service with
that you, if you were the decision-makers,
utmost devotion and dedication to duty.
would want to receive in order that you
They shall endeavor to discourage wrong
can make policy decisions and undertake
perceptions of their roles as dispensers or
management actions. Is this reporting bepeddlers of undue patronage.
ing taken seriously, professionally, not only
The first principle I would like to ask
by those rendering the reports, but by Conthe audience to give some thought to degress and the President, who should be reveloping is the principle of measuring perviewing them to ensure that the Philippine
formance, not only in terms of financial
ship of state is proceeding according to the
fidelity, but according to the highest stanconstitutional plan of government? If we
dards of professionalism, intelligence and
have GNP or GDP targets, should we not
skill, according to the principles that are
also have public service delivery targets?
already in law. All of you run your organi-
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Conclusions
It is not for the Chief Justice to make suggestions today, and much less give directives, to any entity, private or public, on the
courses of action that they should take in
light of the ongoing public discussions on
the misuse of public funds. Four consolidated petitions are before the Supreme Court
involving the legality of the Priority Development Assistance Fund. These will be
heard and deliberated upon and it will be
through the decision of the Court in those
petitions that the voices of the justices, including mine, will be heard.
However, what I have shared with the
audience today is the existing structure of
governance under the Constitution and
related laws on investigation and prosecution for misuse of public funds, and the
people’s role in light of the disclosure of
such alleged misuse. While the freedom to
express outrage over perceived anomalies
is part of the guaranteed freedoms of the
sovereign people, it is not only this collective vocal expression but the proper functioning of the constitutional and statutory
bodies that are mandated to address the
misuse of public funds, that make for a
truly functioning democracy, one where
the rule of law prevails. Therein lies the
Filipinos’ potential to experience genuine
constitutionalism.
At this point, allow me to just leave
the audience with several questions: What
would we give up to make our democracy
work? How much toil and quiet hard work
will we put in so that every office charged
with the duty to make our system of governance work finally function in an organized and coordinated way? How much of
this monitoring of projects, this demanding for reports, this plodding through the
maze of documents that are produced, are
we willing to do day in and day out until
accountability is finally integrated into the
very fabric of the lives of private citizens
and public officials? How deeply do we believe that we can only shape our destiny as
a people if we are willing to build in with
painstaking patience, every nut, screw,
bolt, and brick that make for a modern
accountable government? In the end, how
much do we really love our country?
Thank you for your patience in listening to me and have a most productive day. n
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Business and Economic
Legislative Reforms in the
Philippines
The bureaucracy should move faster in respecting the authority of the Congress and the
president by avoiding delays in implementation.
Introduction
Leading domestic and foreign business associations and chambers in the Philippines
have again collaborated in pre¬paring legislative advocacies for the 16th Congress,
which begins its three-year session in July
By: The Arangkada Philippines Project
2013. Their discussions resulted in two
www.arangkadaphilippines.com
well-considered lists of needed reforms.
The first list, containing nine priority
measures, was transmitted
in a letter sent to Presihis article is an exTable 1: Business and Economic Reform Laws,
by Congress, 2007-2010 (14th Congress)
dent Benigno Aquino III
cerpt from a policy
in June 2013 and signed
brief published in
Law
Law No.
Date Enacted
by 13 groups. The second
September 2013, drafted by
14th Congress (2007-2010)
and longer list of an addiThe Arangkada Philippines
1.
Anti-Camcording Act
RA 10088
May 13, 2010
tional 60 measures was sent
Project (TAPP) and cospon2.
Bureau of Food and Drugs Act amendments
RA 9711
Aug. 18, 2009
in a letter from almost the
sored by five Philippine busi3.
Civil Aviation Authority of the Philippines Act
RA 9497
Mar. 4, 2008
same business groups to
ness groups1 and the Joint
4.
Cooperatives Code
RA 9520
Feb. 17, 2009
Executive Secretary Paquito
Foreign Chambers of the
5.
Credit Information System Act
RA 9510
Oct. 31, 2008
Ochoa, Jr. in May 2013.
Philippines (JFC).2 The full
6.
Customs Brokers Act amendments
RA 9853
Dec. 15, 2009
This list includes “lowpolicy brief can be viewed
7.
Documentary Stamp Tax Exemption
RA 9648
Jun. 30, 2009
hanging fruit”– seven proat: http://www.investphilip8.
Financial Rehabilitation and Insol¬vency Act
RA 10124
Jul. 18, 2010
posals in the 15th Congress
pines.info/arangkada/cat9.
Individual Income Taxes Rate Exemption
RA 9504
Jun. 17, 2008
that advanced to plenary
egory/policy-briefs/. TAPP is
10.
Japan-Philippines Economic Partnership 				
debate or were approved
a business and economic reAgreement Ratification 		
Oct. 8, 2008
but not forwarded to the
form advocacy that monitors
11.
Magna Carta for Micro, Small, and Medium 				
president for enactment.
the Philippine investment
Enterprises Act amendments
RA 9501
May 23, 2008
“Low-hanging fruit” could
climate toward the creation
12.
National Grid Corporation Franchise
RA 9511
Dec. 1, 2008
be passed early in the 16th
13.
National Tourism Policy Act
RA 9593
May 12, 2009
The policy brief was cosponsored by the following
Congress.
of US$75 billion in new foreign investment, 10 million jobs, and over $1 trillion
in revenue for the Philippine public sector within this decade. TAPP is a project
of the JFC, funded by the US Agency for
International Development, and administered by the American Chamber of Commerce.

T

1

five Philippines business groups: Employers Confederation of the Philippines (ECOP), Financial Executives
of the Philippines (FINEX), Management Association of the Philippines (MAP), Makati Business Club
(MBC), Philippine Exporters Confederation (PHILEX), and Philippine Chamber of Commerce and
Industry (PCCI).
2
The JFC is composed of: the American Chamber of
Commerce of the Philippines (AmCham), AustraliaNew Zealand Chamber of Commerce of the Philippines (ANZCham), Canadian Chamber of Commerce
of the Philippines (CanCham), European Chamber
of Commerce of the Philippines (ECCP), Japanese
Chamber of Commerce and Industry of the Philippines (JCCIPI), Korean Chamber of Commerce and
Industry of the Philippines (KCCP), and Philippine
Association of Multinational Companies Regional
Headquarters (PAMURI).

14.

Personal Equity Retirement Account Act

15.

Philippine Deposit Insurance Corporation 				
amendments

RA 9505

RA 9576

Aug. 22, 2008

Apr. 29, 2009

16.

Pre-Need Code

RA 9829

Dec. 3, 2009

17.

Real Estate Investment Trust Act

RA 9856

Dec. 17, 2009

18.

Renewable Energy Act

RA 9513

Dec. 16, 2008

19.

Residential Free Patent Act

RA 10023

Mar. 9, 2010

20.

Revised Kyoto Convention Ratification 		

Feb. 1, 2010

21.

Tax Information Exchange Act

RA 10021

Mar. 8, 2010

22.

Tax on Life Insurance Premiums

RA 10001

Feb. 23, 2010
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Interaction with the 15th
and 16th Congresses
In late 2010, five Philippine business groups and
seven members of the JFC
recommended to President
Aquino and the Senate and
House of Representatives
41 reform measures for
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Congress also has legisconsideration in the 15th
Table 2: Business and Economic Reform Laws,
lated
revenue-reducing and
Congress. The proposed reby Congress, 2010-2013 (15th Congress)
market-unfriendly
laws.
forms were discussed in high
Law
Law No.
Date Enacted
Frequent in the 14th Conlevel exchanges with House
15th Congress (2010-2013)
gress, such bills were signed
leadership and chairpersons
1.
Agricultural and Fisheries Mechanization Law
RA 10601
June 5, 2013
by former President Gloria
of key House and Senate
2.
Anti-Enforced or Involuntary Disappearance Act
RA 10353
Dec. 21, 2012
Macapagal-Arroyo or alcommittees. Such commu3.
Anti-Money Laundering Act amendments
RA 10167
June 18, 2012
lowed to lapse into law. Tanication and cooperation
4.
Anti-Money Laundering Act amendment
RA 10365
Feb. 15, 2013
ble 3 lists such laws enacted
between Congress and busi5.
Common Carriers Tax/Gross Philippine Billings Tax RA 10378
Mar. 7, 2013
in recent Congresses. It is
ness groups has been crucial
6.
Conciliation-Mediation for Dispute Settlement
RA 10396
Mar. 16, 2013
noteworthy that, while revto the passage of reform
7.
Cybercrime Prevention Act
RA 10175
Sept. 9, 2012
enue and market-inimical
laws. The five Philippine
8.
Data Privacy Act
RA 10173
Aug. 15, 2012
bills (including declaration
business groups and seven
9.
Domestic Workers Act
RA 10361
Jan. 18, 2013
of new nonworking holimembers of the JFC also ac10.
Early Years Act
RA 10410
Mar. 26, 2013
days, mining-free zones, and
tively participated in com11.
Enhanced Basic Education Act
RA 10533
May 15, 2013
regressive labor laws) often
mittee deliberations of these
12.
Excise Tax on Alcohol, Cigarettes, and Tobacco
RA 10351
Dec. 20, 2012
advanced in the House, Senreform measures in both
Expanded Anti-Trafficking in Persons Act
RA 10364
Feb. 6, 2013
13.
ate has acted conservatively.
Houses.
14.
Extending Implementation of the Lifeline Rate
RA 10150
June 20, 2011
Thus, the overall record of
At the Second Arangka15.
Financial Rehabilitation and Insolvency Act
RA 10142
July 18, 2010
recent Congresses has imda Forum on February 26,
16.
Firearms and Ammunition Regulation Act
RA 10591
May 29, 2013
proved the business climate.
2013, House Speaker Feli17.
Government-Owned and Controlled Corporation 				
The Executive and Legciano Belmonte, Jr. stated:
Governance Act
RA 10149
June. 6, 2011
islative branches should coI believe that the 15th
18.
Intellectual Property Code amendments
RA 10372
Feb. 28, 2013
ordinate and work closely
Congress, together with the
19.
Kindergarten Education Act
RA 10157
Jan. 20, 2012
to make sure that bills sent
Joint Foreign Chambers and
20.
National Health Insurance Act of 2013
RA 10606
June 19, 2013
to the president are not vePhilippine Business Groups,
21.
People Survival Fund
RA 10174
Aug. 16, 2012
toed. Since assum¬ing office
are very much a part of these
22.
Philippine Design Competitiveness Act
RA 10557
May 15, 2013
in 2010, President Aquino
positive devel¬opments hap23.
Regulating Profession - Environmen¬tal Planning RA 10587
May 27, 2013
has vetoed 60 local bills
pening in our country today.
24.
Repeal of Nightwork Prohibition for Women
RA 10151
June 21, 2011
(mostly road conversion
The regular dialogues over
25.
Reproductive Health Act
RA 10354
Dec. 21, 2012
bills) and 10 national bills.
the past two years among
26.
Revised Armed Forces of the Philippines 				
Among the reasons cited for
the Joint Foreign Chambers,
Modernization Act amendments
RA 10349
Dec. 11, 2012
the vetoes are lack of funds,
Philippine Business Groups,
27.
Rural Bank Act amendments
RA 10574
May 24, 2013
questioned legality, and
and the members of Con28.
Strengthening Tripartism
RA 10395
Mar. 14, 2013
even poor communication
gress, on the recommendaTerrorism Financing Prevention and Suppression Act RA 10168
June 18, 2012
29.
between the executive and
tions presented in Aranglegislative branches. The
kada Philippines, did not
presidential veto reflects his
actment of at least 29 business and ecoonly help draft and pass vital
meticu¬lousness in enacting legislation.
nomic reform measures, the 15th Coneconomic legislation. Our inter¬actions
After getting inputs from concerned degress surpassed the 22 such laws enacted
fostered stronger trust between our secpartments, President Aquino either signs
in the previous 14thCongress (see Tables
tors. To begin with, there were numerous
or vetoes the enrolled bill. Unlike his pre1 and 2).
common points in our legislative agenda
decessor, he does not allow bills to lapse
The record of the 15th Congress repand the legislative recom¬mendations in
into law.
resents a considerable amount of progresArangkada. This made it easier to coorEnactment of a law does not mean
sive legislation, support¬ing the image of
dinate our reform efforts and pursue our
its actual implementation if the issuance
an advancing Philippine economy with
com¬mon goals.
of Implementing Rules and Regulations
improving international competitiveness
The 15th Congress enacted signifi(IRR) is delayed or if op¬ponents obtain
rankings, encouraging investment, and
cant laws nec¬essary for the Philippines
judicial restraining orders, as in the case
eventually creating jobs. With strong leadto adapt to changing times, supporting
with the Reproductive Health Act held
ership and cooperation between the exececonomic development and consistent
up by a legal protest before the Supreme
utive and legislative branches in the 16th
growth. Speeding up the pace of enactCourt. And even after IRRs are released,
Congress, it should be possible to hasten
ment of new laws and amending old ones
there can be additional delays. Table 4 lists
the pace of legislation and equal and exwas accomplished during the first half of
eight important laws en¬acted in recent
ceed the record of the 15th Con¬gress.
the Aquino Administration. With the en-
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9. Transparency and Accountability in
Fiscal Incentive
• Other important reforms include:
1. Anti-Money Laundering Act
amendments
2. Bangsamoro Basic Law
3. Bangko Sentral ng Pilipinas Charter
amendments
4. Civil Aviation Authority
Table 3: Market-Inimical Business and Economic Laws,
of the Philippines Act
by Congress, 2007-2013
amendments
5. Common Carrier Tax/Gross
14th Congress (2007-2010)
Philippine Billings Tax on
1.
Agri-Agra Law amendments
RA 10000
Feb. 23, 2010
freight (removal)
Conclusions and
Aurora Pacific Economic Zone Act
RA 10083
Apr. 22, 2010
2.
6. Department of Information
Recommendations of the
3.
Bataan Freeport Area Act
RA 9728
Oct. 23, 2009
Communications Technology
Business Sector
4.
Cheaper Medicines Act
RA 9502
June 6, 2008
creation*
• Passage of business and eco5.
Eidul Adha Holiday
RA 9849
Dec. 11, 2009
7. Energy Efficiency and
nomic reforms bills should
6.
Expanded Senior Citizens Act
RA 9994
Feb. 15, 1999
Conservation Act
have high priority as they
7.
Income Tax Exemption and Condonation of 				
8. Fiscal Responsibility Act
support investment and job
Unpaid Taxes of Local Water Districts
RA 10026
Mar. 11, 2010
9. Freedom of Access to
creation. The last two Con8.
Tax Deductibility of Actual Free Legal 				
Information*
gresses have been very proServices rendered by lawyers
RA 9999
Feb. 23, 2010
10. Labor Code reform
ductive, approving 22 and
15th Congress (2010-2013)
11. Land Administration
29 business and economic
None
Reform Act
reform laws, respectively.
12. National Land Use Act*
• The President’s Liberal Party
13. National Valuation Law
and allies enjoy strong threeTable 4: Unimplemented Business and Economic Reform Laws,
14. Ombudsman Act
fourths majorities that can
2007-2013
amendments
be very productive in accomLaw Law No.
Date Enacted
15. Philippine Ports Authority
plishing further legislative
1.
Credit Information System
RA 9510
July 23, 2007
Charter Amendments
reform, even more than the
2.
Common Carriers Tax/Gross Philippine				
16. Professional Laws
15th Congress.
Billings Tax Abolition
RA 10378 Mar. 2, 2013
(reciprocity)
• Leveraging its high popular
3.
Cybercrime Prevention Act
RA 10175 Sept. 12, 2012
17. Public Service Act
support, the Aquino Admin4.
Data Privacy Act
RA 10173 Aug. 15, 2012
rationalization
istration should work closely
5.
Financial Rehabilitation and Insolvency Act RA 10142 July 18, 2010
18. Right-of-Way Act
with Congress to pass signifi6.
Personal Equity Retirement Account
RA 9505
Aug. 22, 2008
amendments
cant reforms that benefit the
7.
Real Estate Investment Trust Act
RA 9856
Dec. 17, 2009
19. Sandiganbayan reforms
country’s investment climate,
Reproductive Health Act
RA 10354 Dec. 21, 2012
8.
20. Sustainable Forest
improve competitiveness, creManagement Act*
ate jobs, and support inclu21. Whistle Blowers Protection
sive growth.
Act*
1. Cabotage liberalization
• The Legislative Executive Development
22. Witness Protection, Security, and
2. Competition Policy/Anti-Trust
Advisory Council (LEDAC) should
Benefits Act*
(independent commission)
meet regularly to facilitate coordination
* “Low-hanging fruit” measures.
3. Customs Modernization and Tariffs
between Executive and Congressional
Act/Anti-Smuggling*
leaders and maximize the legislative
Source on Philippines Legislation
4. Economic Provisions of the
legacy of the Administration. AlterInformation on business and economic reConstitution amendments
nately, the House Speaker and Senate
form legislation supported by the JFC and
5. Foreign Investment Negative List
President should conduct “summits” to
some Philippine business groups may be
liberalization
coordinate priorities.
found at: http://www.investphilippines.
6. Government Procurement Act
• Passage of “low-hanging fruit” bills
info/arangkada/categor y/progress-reamendments
should be prioritized.
ports/legislative-tracker-progress/. House
7. Mining Fiscal Reform (competitive
• Market-inimical and revenue-eroding
and Senate bills are available on their offiand equitable)
bills should be carefully reviewed.
cial websites: http://www.congress.gov.ph
8. Rationalization of Fiscal Incentives*
• Bills enacted should be implemented
years that are yet to be implement¬ed.
Greater attention should be given to the
timely approval and subsequent carrying
out of IRRs of business and economic reform laws. Absence of the required IRR
negates the intention of Congress in passing and the President in signing the law.
The bureaucracy should move faster in
respecting the authority of the
Congress and the president by
avoiding delays in implementaLaw
tion.

without delay.
• The legislative workload should be
front-loaded to pass bills earlier rather
than towards the end of the Congress,
when the 2016 national elections will
preoccupy legislators.
• Key reforms that Congress should act
upon at an early date include:
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Customs Reforms Needed for
Global Competitiveness
The collectors reshuffle is the BOC’s initial step in its over-all reform agenda

C

ustoms Commissioner Ruffy Biazon stressed the need for reforms
in the Bureau of Customs (BOC)
to make the country competitive in the
global market. The Commissioner is now
in discussion with Department of Finance
Secretary (DOF) Cesar Purisima regarding
his proposed re-organization of customs
district collectors. The collectors reshuffle
is the BOC’s initial step in its over-all reform agenda.
In his keynote address during the Region I Economic Summit at Lingayen,
Pangasinan, Biazon said, the paradigm
shift in the global trade industry, as advocated by the World Trade Organization (WTO ) under its trade facilitation
program, has made it imperative for the
Philippines to join the WTO economic
bandwagon and upgrade its customs facilities and policies to make it competitive
in the global market, otherwise it could be
left behind in stagnation.
“The WTO’s trade facilitation program
has not only opened the markets of previously reclusive or protective economies to
the world, but more importantly, it fuelled
faster global economic growth through free
trade, among others.” Biazon said.
Biazon explained the BOC’s computerization, particularly its Integrated Philippine Computer System (ICPS), as one of
the programs that will help the country’s
customs industry catch-up with its global
counterparts. The Commissioner also underscored the Bureau’s National Single
Window (NSW), the project that electronically links all the government agencies involved in the processing of import/export
transactions, as a catalyst for development
in the customs industry.
“We have now transcended the era of
physical verification of import/export documents. With the NSW, the task of verify-

Commissioner Ruffy Biazon: “We have now transcended the era of physical verification of import/export documents.
With the NSW, the task of verifying the authenticity of import documents are now done, not only electronically, but at real time.”

in the Philippine economy.
ing the authenticity of import documents
The Commissioner, in earlier stateare now done, not only electronically, but
ments, had attributed the BOC’s collecat real time.” Biazon said.
tion shortfalls to the growing number of
According to Biazon, the completion
duty free commodities entering the counof the BOC’s NSW2, the project that will
try under several free trade
electronically link the BOC with
agreements.
===
===
the ASEAN Single Window will
Biazon also said, measures
enhance the country’s competiThe WTO’s
are already in place to correct an
tiveness in the ASEAN market.
This, Biazon said, will help provide trade facilitation earlier procedural oversight that
program has
caused the loss of over 2000 conbigger opportunities for Philippine
not
only opened
tainers in 2010 during transhipexports in the global market.
the markets
ment from port of discharge to
“As I speak before this sumof previously
supposedly Freeport zones.
mit, billions or trillions of US
reclusive, it
In closing his speech, the
dollars worth of commodities are
fuelled faster
Commissioner urged the customs
being traded globally. And many
stakeholders of Region I and the
of these goods are being traded global economic
growth through
Cordillera Autonomous Region
duty free because of free trade
free trade,
to help in the BOC’s quest for
agreements among the members
among others
reforms, in accordance with the
of the WTO community.” Biazon
President’s “Tuwid na Daan” gov===
said in referring, though, to the
===
ernment agenda. n
impact of free trade agreements

“

”
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Philippines Continues to
Gain Ground in WEF Global
Competitiveness Report
Out of 114 indicators, the Philippines now has 56 indicators ranked 73rd or higher.

National Competitiness Council Private Sector Co-Chairman Guillermo Luz, Makati Business Club Co-Vice Chairman Roberto de Ocampo,
Chairman Ramon del Rosario, Jr., and Executive Director Peter Perfecto (not in photo) discuss the performance of the Philippines on the 2013
Global Competitiveness Report of the World Economic Forum. Photo courtesy of DTI-Public Relations Office.

T

he National Competitiveness
Council is pleased to report that
for the third year in a row, the
Philippines has moved up the roster of
competitive economies. In The Global
Competitiveness Report 2013-2014 of
the World Economic Forum released earlier today, the country was ranked 59th
of 148 economies, up six places from last
year for a total gain of 26 places from
85th in 2010.
The Global Competitiveness Report
is an annual publication that measures
productivity and competitiveness by gathering statistical and survey data on over

100 factors grouped into 12 pillars. The Philippines boosted its
rankings in nine of the 12 pillars. The key drivers are innovation (up 25, from 94th to 69th);
institutions (up 15, from 94th to
79th); and financial market development (up 10, from 58th to
48th). The rest were goods market efficiency (up 4, from 86th to
82nd); labor market efficiency
(up 3, from 103rd to 100th); infrastructure (up 2, from 98th to
96th); health and primary education (up 2, from 98th to 96th);

===

“

===

”

===

The key drivers
are innovation
(up 25, from
94th to 69th);
institutions (up
15, from 94th
to 79th); and
financial market
development
(up 10, from
58th to 48th)
===
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technological readiness (up 2,
from 79th to 77th); and market
size (up 2, from 35th to 33rd).
Similar to the previous report, the country recorded big
jumps on institutions, which
studies the legal and administrative environment and covers
government attitudes and efficiency. The local legal system
is now perceived to be more
efficient in settling disputes for
private businesses (107th to
76th). It is also perceived to be
easier to challenge government

p h i l i pp i nes
notches from 85th to 88th, all the othactions through the legal system (102nd to
ers in ASEAN improved in their rank71st). Government is also perceived to be
ings. Indonesia is the biggest gainer, rismore efficient in spending public revenue
ing 12 notches from 46th to 38th.
(86th to 63rd) and the diversion of public
funds due to corruption is now perceived
• OUR KEY DRIVERS
to occur less often (100th to 79th).
• Innovation – #69 (+25 from #94)
On the other hand, macroeconomic
environment, which was one of the key
q Capacity for innovation – #48 		
drivers last year (54th to 36th), eased back
(+38 from #86)
four spots from 36th to 40th. The country
q Government procurement of 		
also dropped three spots on higher educaadvanced tech products – #85 		
tion and training (64th to 67th). Declines
(+22 from #107)
were recorded in government budget bal• Institutions – #79 (+15 from #94)
ance (36th to 42nd) and gross national
q This category is defined as the legal
savings (47th to 59th) as percentage of
and administrative framework within
GDP. Inadequate supply of infrastrucwhich individuals, firms, and governture, corruption, and inefficient
ments interact to generate
government bureaucracy were
wealth. It is the key measure
===
===
listed as the top three most probof Governance in the report.
Government is
lematic factors for doing business.
q Diversion of public funds –
also perceived
The WEF report named the
#79 (+21 from #100) – indito be more
Philippines as one of “the most
cating less diversion of funds.
efficient in
dynamic and rapidly improving
q Wastefulness of government
spending public
economies in terms of competispending – #63 (+23 from
revenue (86th
tiveness”. It is ranked 6th out of
#86) – indicating less wasteto 63rd) and
10 in the ASEAN and has now
fulness of government spendthe diversion of
overtaken India. While the report
ing.
recognized that the country still public funds due q Efficiency of legal frameto corruption is
has a lot of ground to cover since
work in settling disputes –
now perceived
it started from a low base, it also
#76 (+31 from #107)
to occur less
stated that “the recent successes of
q Efficiency of legal frameoften (100th to
the government in tackling some
work in challenging regula79th)
of the most pressing structural istions – #71 (+31 from #102)
sues are encouraging and proof
• Financial market devel===
===
that bold reforms and measures
opment – #48 (+10 from
can yield positive results.” As the
#58)
country inches closer to the top third of
q Availability of financial services –
the overall rankings, the pressure is on
#40 (+10 from #50)
to sustain development and continue inq Venture capital availability – #40
creasing the rate of development.
(+22 from #62)

“

”

Highlights results
• The Philippines improved its overall
ranking by 6 notches from 65th out of
144 economies in 2012 to 59th out of
148 economies in 2013. We are now up
26 positions since 2010 and within the
top 40% in the world. Our goal is to get
to the top-third in the next two years.
• The Philippines is ranked No. 6 in
ASEAN following the addition of Laos
(81st) and Myanmar (139th) to the list
this year. Singapore maintained its previous world ranking of No. 2. Apart
from Cambodia which dropped 3

• Neglible chance
• Macroeconomic environment #40 (-4 from #36)
From a sharp rise from #68 in 2010
to #36 in 2012, the ranking eased back
to #40 in 2013. Unusually, the country’s
ranking for government budget balance
(-6), gross national savings as a percentage
of GDP (-12), and country credit rating
(no change) were negative. One explanation could be that improvements such as
credit rating upgrades occurred after the
data collection period.
• Goods market efficiency – #82

(+4 from #86)
Although the ranking for Goods
market Efficiency marginally improved,
problems persisted in the area of intensity
of local competition (-13), ease of doing
business (-8), business impact of rules on
FDI (-17), imports as a percentage of GDP
(-23), and agricultural policy costs (-4).
• Labor market efficiency – #100
(+3 from #103)
While we continue to make modest gains in Labor Market Efficiency, we
continue to struggle with hiring and firing
practices (-9) and redundancy costs (-4).
• Infrastructure – #96 (+2 from
#98)
The quality of overall infrastructure
(#98) and road infrastructure (#87) has
retained its ranking from last year while
air transport infrastructure has dropped
from #112 to #113. Port infrastructure
has risen from #120 to #116 but still remains low.
• Health and primary education –
#96 (+2 from #98)
In spite of the minimal improvement
in ranking, country rankings for malaria
(-2 to #97), tuberculosis (-4 to #130),
business impact of HIV/AIDS (-6 to
#89), and life expectancy (-2 to #104) all
dropped. In the area of primary education, the rank for enrollment dropped to
#108 from #101. Our early analysis of
data sources indicates that information
used from international sources may be
dated.
• Technological readiness – #77
(+2 from #79)
Gains on the technology front have
been modest. However, we have dropped
in rank in FDI and technology transfer
(-2), broadband internet subscriptions
(-6), international internet bandwidth
(-10), and mobile broadband subscriptions (-11).
• Market size – #33 (+2 from #35)
• KEY CONSTRAINTS
Out of 114 indicators, the Philippines now has 56 indicators ranked 73rd
or higher (at the upper half of world rankings). Only 7 are at the bottom 20%. n
See more at: http://www.competitive.org.ph/
stories/686#sthash.QPAC4Y2L.dpuf
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Fostering a Culture of Good
Governance and Compliance
The challenge is measuring how far we moved forward
is never easy; but it can be most fulfilling... and
quite educational -- literally and figuratively.
By
Governor Amando
Tetangco Jr.
Governor, Bangko
Sentral ng Pilipinas

T

he officers and members of the Bankers Institute of the Philippines under the
leadership of President Francis Puzon, SEC
Chairperson Tess Herbosa, my colleagues
at the Monetary Board Ignacio Bunye and
Armando Suratos, former PM Cesar Virata,
friends from the banking community, fellow
BSPers, distinguished guests, ladies and gentlemen, good afternoon.
It is always a pleasure to join events of
the BAIPHIL, a partner of long standing of
the Bangko Sentral ng Pilipinas. In particular,
today is special.... as we witnessed a transition
of leadership.
This gives me the opportunity to thank
the previous set of officers led by immediate past president Salvador Serrano for a job
well done.... and to congratulate brand new
BAIPHIL President Francis Puzon and his
fellow officers... on winning the confidence
of their peers to lead them for the fiscal year
2013-2014.
I learned that by tradition, incoming
BAIPHIL leaders should have served earlier
as an officer or in working committees. This
is a good practice: it reflects a long-term commitment to serve BAIPHIL and the interests
of the industry.
In your case, the baton is passed on to
runners who have run previous legs of the relay. This represents a great opportunity to leverage from the experience of the past... and
to apply this perspective to what lies ahead.
As we all know, industry association work

BAIPHIL as a Partner for
Good Governance
Francis and his team have chosen as their
underlying theme “Fostering a Culture of
Governance and Compliance”. For us at the
Bangko Sentral ng Pilipinas, this is a good
theme. It is simple and direct. It shows clarity
of vision. And it is aligned with the continuing
thrust of the Bangko Sentral.
Indeed, having a culture of good governance and compliance not only within the
banking system... but across all sectors as
well... is what we should aspire for.
Over the years, the Bangko Sentral has
been working on ensuring good governance
and compliance systems in banks. We benchmark against international standards and
adapt to emerging challenges.
In January last year, for instance, the
Bangko Sentral adopted revised guidelines
under Circular 749 and 757 to strengthen
governance standards that have been largely patterned after the paper on “Principles
for Enhancing Corporate Governance” by
the Basel Committee on Banking Supervision (BCBS).
The BSP also adopted rules under Circular 747 to strengthen banks’ compliance
systems. Only last May, the BSP deployed
its Compliance Rating System (CRS), an
assessment tool that we developed to comprehensively evaluate... during an on-site examination... the effectiveness of a supervised
institution’s compliance system in mitigating
business risk.
In crafting new policies on governance
and compliance, the Bangko Sentral adheres
to the principle that good governance is the
primary responsibility of the particular bank’s
board of directors and its senior management.
We respect the mandate of the leadership of

each bank to make strategic decisions... and it
is the risk choices in these decisions that differentiate one bank from another as a business
proposition.
Thus, when the BSP intervenes in the
conduct of any bank, governance has broken
down and remedial action is needed. For the
record, we intervene in the conduct of a bank
only to protect the broader public interest.
It is critical for a bank therefore to embrace a mandate on good corporate governance. Having a pool of officers who can
preach, practice and promote good corporate governance is clearly an essential facet
of success.
Two challenges to the BAIPHIL as
Partner in Governance
On this point, BAIPHIL is faced with two
challenges.
First, data culled from the BAIPHIL
Secretariat show that 2,273 individuals have
taken your governance course between August 2002 and June 2013. A quick work on the
numbers tells us that it comes out to about 17
course participants per month or a little over
200 on average every year.
I believe these numbers can be significantly improved and the new board may
want to look into this as a key result area. In
an industry of over 140,000 officers and staff,
we need to find ways to ensure that good governance is not only a nice-to-have training but
a must-have perspective among bankers.
The governance perspective that we seek
must be fundamentally entrenched as a core
competency of any banker. Banking is about
mobilizing other people’s savings. Intermediating these funds to borrowers... only to
be faced with collection issues.... gives rise to
conflicted interests. We can point to internal
checks and balances ....but what better mitigant is there ...than practitioners who shun
unacceptable behavior and practices.
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In my view, developing a broad and deep
pool of practitioners should mean more than
the 200 individuals completing governance
courses a year. Not only is this a game of
numbers for an industry that is growing both
in size and complexity, ...governance standards themselves are central to the on-going
reforms of global best practices. Thus, not
only should there be many more advocates of
good governance, there is much to re-learn of
governance standards in the first place.
The second challenge is the natural consequence of the first. If we are to develop
training programs for corporate governance
in banking, there must be a way to evaluate
whether the training is itself an “effective”
intervention.
Is the program content reflective of the
modified global norms? Is the training itself
making a difference?
These questions must be addressed. The
metric, in our view, is properly developed at
the bank-level... since it is bank leaders who
have the appropriate perspective... of the extent to which conflicts of interest arise and
how these are resolved. Banks also possess the
needed information to directly assess progress.

system more inclusive, we need to step up to
protect the financial consumer,.... from improved awareness to redress mechanisms.
The mantra of good corporate governance therefore cannot be just about the bank
or its personnel. It has to go beyond compliance with regulatory directives. It must consider fair and acceptable behavior, among
others, to those who are more vulnerable,
even if it means accruing less to the bottomline. This is the very essence of why banking
is imbued with public interest.
In this connection, the Bangko Sentral
is preparing to release a Consumer Protection Framework (CPF) that is applicable to
its covered institutions. Built upon the pillars
of consumer empowerment, market conduct
and collective responsibility, the governance
standards put into practice by each BSP-covered institution will play a central role within
the CPF.
The introduction of the CPF is a milestone for us. Consumer protection is now part
of the core practices for which the BSP exercises supervision and regulation. In this initiative, I expect that BAIPHIL will again be one
of our key partners.

Governance and Consumer
Protection
As an intermediary, you serve the interests
of the saving and investing public... as much
as you look to meet the needs of those borrowing and raising funds. You provide great
service... as you are able to regularly do as an
institution... what individuals and entities will
find very costly to do on their own.
In an ideal world, this symbiotic relationship will generate benefits mutually agreeable
to all parties. Left to its own, however, the subsequent results may not always be positive.
As defined in academic literature and
repeatedly confirmed in practice, finance in
general... is fraught with conflicts of interest.
This is the reason why good governance
and the general ambit of consumer protection... must be inherently intertwined.
The ultimate measure of success cannot
be simply summarized either by a Capital
Adequacy Ratio that is above regulatory
norms... or by the extent of profits banking
operations generate.
Instead, banking must be about addressing the financial needs of various stakeholders. Not only are we talking about making the

What Lies Ahead: A Challenge to
BAIPHIL
Ladies and gentlemen, we can always talk of
governance at length. The challenge, however, is not in extolling the virtues of good corporate governance. Rather, it is what happens
after .... THAT is the key challenge.
If a “culture of good governance” is
meant to define our set of values, beliefs and
practices on governance, ...then we are clearly
along the proper path. This cannot be delineating the shades of grey between “acceptable” and “unacceptable”. When it involves
the interests of several stakeholders, we need
to be categorical about what is “right” and
“wrong.”
The challenge is measuring how far we
moved forward. I am not referring to specific
instances of compliance or breaches. What
we want to achieve is having that comfort that
values, beliefs and practices are fully in place
and updated … even when no one is looking.
Certainly, it is this last part that is at the
core of the issue.
BAIPHIL has always been the advocate
of training and capacity building. The industry benefits from your course offerings and

capacity building programs. But BAIPHIL’s
mandate cannot...and should not stop when
the courses end ...or when we choose to
mount a new training.
Is BAIPHIL up to this critical task? .....
Abangan!
Actually, given your track record, I trust
that BAIPHIL will find new and creative solutions to meet these challenges.
Finally, I thank and commend BAIPHIL
for its continuing commitment to support the
Bangko Sentral’s financial education program
for parents and teachers in our public schools.
This is a parallel program that complements
the lessons on saving, money management
and entrepreneurship being taught in public
elementary schools... under a joint program
of the Bangko Sentral ng Pilipinas and the
Department of Education.
As the members of your education committee and other BAIPHIL volunteers can
attest, the learnings on personal finance are
deeply appreciated by teachers and parents,...
some of whom are moved to tears... when
they share what they go through to make both
ends meet.
It means a lot to them that BAIPHIL and
the Bangko Sentral spend time with them to
help improve their lives. Think about it. Education Secretary Brother Armin Luistro has
learned of our joint project and is interested
in scaling it up to help teachers get out of debt
and handle their finances properly.
I remember that this BSP-BAIPHIL financial education program has been in place
under four consecutive BAIPHIL presidents.
It started with Susan Uranza-Alcala who
signed a MOA with the Bangko Sentral in
2009 under the Banking on Your Future
Program.... which was launched when we
celebrated 60 years of central banking in
the Philippines. BAIPHIL continued the
program under Emmanuel Barcena, Agnes
Brillante-Santos and Salvador Serrano. I have
been informed Francis has been joining the
group that goes to public schools. I am optimistic therefore that Francis and his board will
continue this program... that is already being
requested in elementary schools and by some
NGOs. n
Date: 07.17.2013
Place: Rizal Ballroom A, Makati Shangri-la, Makati City
Occasion: Induction of New Officers and General Membership
Meeting of the Bankers Institute of the Philippines
Speaker: BSP Governor Amando M. Tetangco, Jr.
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LETTER OF APPEAL TO HELP
VICTIMS OF TYPHOON HAIYAN (YOLANDA) IN
THE PHILIPPINES
Dear Readers of Corporate Governance Asia,
Typhoon Yolanda has caused so much devastation in Visayas Island of the Philippines and
the nearby provinces and rendered many helpless families without food, clothing and shelter.
According to report Typhoon Yolanda one of the most powerful storms ever recorded killed at
least 10,000 people in the central Philippines province of Leyte, a senior police official said on
Sunday, November 10, 2013, with coastal towns and the regional capital devastated by huge
wave. The Department of Social Welfare and Development (DSWD) of the Philippines also
reported on November 10, 2013 the number of families affected by ‘Yolanda’ has reached the
two million mark composed of 9.53 million persons as local government units (LGUs) from
Regions IV-A and B, V, VI, VII, VIII, X, and CARAGA continue to assess the extent of the
disaster.
We are appealing for your kind help by this catastrophic typhoon by contacting major organizations, institutions, charity organizations and
NGO’s in the Philippines and around the world who are currently undertaking relief missions
on affected areas.
Your utmost support and donations in these trying times for the Philippines can help alleviate
the plight of the thousands of families

I N S I G H T

Theme: “Building a Nation
with Integrity”
As there is yet no absolute cure to corruption, prevention appears to be the only remedy or
antidote against the spreading of this social malady
neurial spirit of the Filipinos as well as the
sustained vibrant economy in general. If the
government regulatory system is so skewed
that prospective establishments are already
drained by grease money even before they
By
could be allowed to operate their cash regConchita Carpio
ister, how could that kind of atmosphere
Morales
inspire more Filipino business leaders and
Ombudsman
more sound investments?
The summit’s theme “Building a Nation with Integrity” is not just a statement of
public aspiration. The impetus for the govwould like to thank the men and women
ernment to unite for integrity emanates from
of the Integrity Initiative for inviting me to
a constitutional mandate. The Philippine
today’s event as I share with you, in this third
Constitution (Article II, Section 27) affirms
session, the united efforts of the government,
as a policy of the state “to maintain honesty
particularly the Office of the Ombudsman,
and integrity in the public service and take
in instilling integrity in public service.
positive and effective measures against corLet me first recognize the private sectorruption.”
led campaign, “Integrity Initiative,” which
Throughout its 25 years of redefined
aims to strengthen ethical standards in sociexistence, the Office of the Ombudsman
ety. I would like to congratulate the Integrity
has assumed the roles of a “watchdog,” a
Initiative in aspiring to level the playing field
“mobilizer,” a “dispenser of justice,” and an
for business. Indeed, ethical and compliant
“official critique.” On top of its all-too-facompanies should rightfully enjoy competimiliar functions of investigation,
tive advantage in both government
adjudication and prosecution,
and private sector transactions.
===
===
the Office has the constitutional
This gathering of integrity crusadIf the tourism
duty under Article XI, Section
ers will surely consolidate the gains
industry
13, paragraph 7 to “[d]etermine
thus far achieved in terms of drivbanners the
the cause of inefficiency, red
ing a change in societal outlook.
slogan that “it’s
tape, mismanagement, fraud,
If the tourism industry banmore fun in the
and corruption in the Governners the slogan that “it’s more fun
Philippines.”
ment and make recommendain the Philippines.” The business
The business
tions for their elimination and
sector deserves the mantra that
sector deserves
the observance of high standards
“business is more serious in the
the mantra that
of ethics and efficiency.” Aside
Philippines.” If the country means
“business is
from the punitive approach and
serious business in creating an
more serious
public education, there is the
ideal investment climate, it should
in the
lesser-known corruption prevenintensify its efforts in leveling the
Philippines”
tion aspect which completes the
playing field. In other words, the
three-pronged approach in the
private sector deserves a system
===
===
anti-corruption effort.
that is conducive to the entrepre-
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From “Red Tape” to
“Blue Certification”
For one, the Office, in line with the need to
streamline the procedure in business registration and permit/licensing requirements,
shall be undertaking a policy study to monitor first-hand the integrity practices of major
cities in the National Capital Region in the
issuance of business permits and licenses.
The Office, through its Research and Special Studies Bureau and with the support of
any willing development partner, targets to
commence this study in the first quarter of
2014 during the period of annual renewal
of business permits and licenses.
The study shall revalidate the anti-red
tape standards prescribed for Business Permits and Licensing Offices (BPLOs) in local
government units (LGUs). It shall also establish a multi-level certification to compliant
LGUs similar to the ISO certification for
management system standards. The Office
shall devise a system of granting a “Blue
Certification” seal for fully compliant systems in terms of ease of doing business.
The issuance of Ombudsman instructions to comply with the anti-red tape standards falls under the Ombudsman’s constitutional mandate to direct any government
agency to “… stop, prevent and correct any
abuse or impropriety in the performance of
duties” (Article XI, Section 13, paragraph
2).
The Integrity Management Program
Another major program is called the Integrity Management Program (IMP) which is the
Philippine’s current flagship corruption prevention program that offers a compendium
of diagnostic tools designed to systematically
assess government agencies’ vulnerabilities
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ment embarked on groundbreaking good
and resistance mechanisms to corruption.
governance initiatives guided by the Good
Historically, the Philippine Government,
Governance and Anti-Corruption Cabinet
through the Office of the Ombudsman and
Cluster Action Plan.
the erstwhile Presidential Anti-Graft ComIn this context, the Office of the Presimission, had been implementing two (2)
dent, through the Discipline Office of the
separate anti-corruption programs.
Office of the Deputy Executive Secretary
On the one hand, the Office of the Omfor Legal Affairs (ODESLA), partnered with
budsman introduced the Integrity Developthe Office of the Ombudsman, in underment Review (IDR) in 2003. It is composed
taking the project entitled “Strengthening
of two mega tools, namely (1) Corruption
Institutions toward the Implementation of
Resistance Review, and (2) Corruption VulEffective Anti-Corruption Programs” with
nerability Assessment. To date, a total of 19
the support of the World Bank. With asgovernment agencies and 14 local governsistance from the Development Academy
ment units (LGUs) have undergone IDR.
of the Philippines, the Office of the PresiThe Presidential Anti-Graft Commisdent is currently implementing the project
sion, on the other hand, initiated the Integcalled “Harmonization and Simplification
rity Development Action Plan (IDAP). It is
of Integrity Development Programs and
the national anti-corruption framework of
Development of Results-Based Monitorthe Executive Branch. It utilizes a holistic
ing Plans and Evaluation Tools” under the
approach in fighting corruption through
World Bank grant. With the aim to simplify
22 specific anti-corruption measures (“doaand harmonize the IDAP and the IDR, the
bles”) clustered into the strategies of Prevenproject gave birth to the Integrity Managetion, Education, Investigation and Enforcement Program.
ment, and Strategic Partnership. The IDAP
The Integrity Management Program
have been implemented in 217 government
(IMP) is a harmonized and simplified sysagencies.
tems-based approach in integrity developWith these two programs, certain asment. A product of the harmonized IDAP
pects of their implementation overlap which
and IDR programs, the IMP is envisioned
cause redundancy and confusion among the
to be the primary national anti-corruption
various agencies. There was thus a need to
prevention framework of the Philippine govreview and assess these initiatives toward a
ernment.
more effective anti-corruption program, as
The objectives of the IMP are:
confirmed by a 2012 assessment by Man1. to build a culture of integrity and exagement Systems International (MSI) on the
cellence in the public sector;
effectiveness of both IDR and IDAP at the
2. to install the Integrity Management
agency level.
System standard with flexible approach at
Building on a platform of change,
the Department/Agency level;
the current administration of
and
President Benigno S. Aquino III
===
===
3. to ensure that standard
adopted as primary objectives the
With integrity
norms of conduct for public officefficient allocation of government
management in
ers and employees are consistently
resources and the promotion of
place, agencies
applied.
inclusive growth. The President
shall be less
Since integrity managedeclared that curbing corruption
vulnerable to
ment shall be mainstreamed in
is the cornerstone of his reform
corruption,
all government agencies, governinitiatives, as reflected in the Philas they shall
ment agencies are expected to
ippine Development Plan (2011adhere to
mobilize Integrity Management
2016). In particular, the Philippine
transparency,
Committees, develop Integrity
Development Plan emphasizes
accountability
Management Plans, and ensure
the adoption of a comprehenand
implementation of Integrity Mansive anti-corruption program as
participatory
agement Measures.
a strategy toward ensuring that
governance
With integrity management
effective and transparent governin
place,
agencies shall be less
ance is practiced. To pursue these
===
===
vulnerable to corruption, as they
strategic objectives, the govern-
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shall adhere to transparency, accountability
and participatory governance. Ultimately,
the level of corruption in the public sector
will be reduced.
Under the IMP, each implementing
agency is expected to have an
1. Integrity Management Policy
2. Integrity Management Structure
2. Integrity Management Plan
3. Integrity Management Resources
4. Integrity Management Documentation
The IMP measures the six (6) dimensions of the agency’s operations. They are:
a) Institutional Leadership measures the
ethical leadership wherein integrity is visibly
practiced and promoted by senior executives/officials;
b) Human Resource Management and
Development looks into whether employees
are selected and promoted based on merit
and fitness, and that employees are capacitated to effectively adhere to integrity standards;
c) Financial, Procurement and Asset
Management ensures that all government
resources are safeguarded against loss and
wastage;
d) External Stakeholder Management
gauges how the delivery of services and
interaction with external stakeholders are
made transparent and efficient;
e) Internal Reporting and Investigation
measures how breaches to integrity standards are detected, reported and penalized;
and
f) Corruption Risk Management measures how corruption risks are managed.
There is also an Integrity Scorecard that
monitors progress in four levels of achievement in those six Integrity Management
dimensions. Baseline/periodic Integrity
Management Review entails two types of
assessment:
(1) Integrity Management Assessment
(IMA) – is a facilitated self-assessment made
by senior leaders on the levels of IM achievement of the agency, as guided by a specific
set of indicators; and
(2) Corruption Risk Assessment (CRA)
– is an intensive study of key processes and
the identification analysis and evaluation of
corruption risks, to produce recommendations that the agency may adopt as part of
its IM plans.
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at the program level. Their joint
In terms of implementing
leadership in the implementation
===
===
structure, a Program Managestage will ensure buy-in by the
ment Committee (Committee)
The ill-fated
President as head of the Execushall be formed to serve as the
system itself
tive Department, which shall set
overseer of the IMP implemenwill breed the
the tone from the top, while maintation. The Committee will be
next generation
taining objectivity and sustaincomposed of representatives from
of corrupt
ability through the co-leadership
the Discipline Office of Office of
leaders.
of an independent body like the
the President and the Office of
Benjamin
Ombudsman whose leaders do
the Ombudsman, as the two lead
Franklin
not change when a new adminisagencies in the program. A civil
advised that
tration comes in.
society organization (CSO) repre“an ounce of
A rewards and incentives syssentative may be invited to act as
prevention is
tem shall be installed to encourage
an observer.
worth a pound
compliance and outstanding perThe Committee shall work
of cure
formance in managing integrity.
closely with other oversight bodA mix of extrinsic and intrinsic
===
===
ies like the Civil Service Comrewards as well as financial and
mission, Commission on Audit,
non-financial incentives shall be
Department of Budget and
provided. It shall be applied both at the indiManagement, and National Economic and
vidual and agency levels. The best performDevelopment Authority to ensure that the
ing agencies shall be ranked accordingly.
implementation of the program will be conAside from publication in major broadsheets
sistent with the standards set in their respecand on government websites, the best pertive jurisdictions. It shall also coordinate with
formers shall also be given due recognition
relevant inter-agency bodies like the Good
in an integrity management convention or
Governance and Anti-Corruption Cabinet
summit organized regularly.
Cluster (GGAC) and the Inter-Agency AntiAt the individual level, compliance with
Graft Coordinating Council (IAAGCC).
integrity standards shall be used as one of
This close coordination is expected to conthe criteria for performance evaluation.
tribute to the achievement of desired sectoThe rewards and incentives scheme shall be
ral outcomes for good governance and antialigned with the Results-Based Performance
corruption, as identified in the PDP Results
Management System (RBPMS) and PerforMatrix and in the GGAC Action Plan.
mance-Based Bonus (PBB) System under by
To support the Committee, a techniExecutive Order No. 80 (series of of 2012).
cal secretariat shall be provided by both
A specific good governance condition shall
the Office of the President and the Office
be incorporated in the RBPMS, compliance
of the Ombudsman to serve as the discuswith which shall be a basis for the grant of
sion group in operationalizing directions set
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the PBB. Individual incentives shall also be
aligned with existing rewards system of the
Civil Service Commission.
As part of the downstream activities and
as with any other new program, the IMP
needs to be piloted to determine its effectiveness and responsiveness, gather feedback
and recommendations to improve program
design, and ensure success in the eventual
government-wide roll-out.
Accordingly, the IMP will be piloted in
around five government agencies, namely:
the Department of Health (DOH), Department of Social Welfare and Development
(DSWD), Department of Public Works and
Highways (DPWH), Department of Justice
(DOJ), Bureau of Internal Revenue (BIR),
with the Office of the Ombudsman as an
oversight pilot agency.
Finally, I would like to share the common and valid observation that corruption is
increasingly becoming systemic. No matter
how many people we hold liable, no matter
how many government officials we send to
jail, if the system remains uncured, the vicious cycle of corruption will not stop. The
ill-fated system itself will breed the next generation of corrupt leaders. Benjamin Franklin advised that “an ounce of prevention
is worth a pound of cure.” As there is yet
no absolute cure to corruption, prevention
appears to be the only remedy or antidote
against the spreading of this social malady. n
Makati Business Club & European Chamber of commerce
in the Philippines, September 19, 2013, Shangri-la Makati.
Theme: “Building a Nation with Integrity” Conchita Carpio
Morales, Ombudsman

Indonesia Roundtable
JW Marriott Hotel, Jakarta, Indonesia
February 5, 2014
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Developing East Asia slows,
but the Philippines maintains
growth momentum
Changing global outlook highlights the need for structural reforms to sustain growth and share prosperity

By
Bert Hofman, World Bank East Asia and Pacific
Chief Economist.

D

eveloping East Asia is growing at
a slower pace but the Philippines
expects to buck this trend in the
next three years, says the East Asia and Pacific Economic Update released today by
the World Bank. The positive forecast for
the Philippines is attributed to strong private consumption on the back of vibrant
remittances, continuing expansion of business process outsourcing and increasing
government spending on infrastructure.
According to the report, the growth
forecast for developing countries in the East
Asia and Pacific is 7.1 percent for 2013, and
7.2 percent for 2014. Excluding China, the
region is expected to grow at 5.2 percent in
2013 and 5.3 percent in 2014.
The Philippines is forecast to grow by 7
percent this year and 6.7 percent in 2014, a
revision from the report’s previous forecast
in May of 6.2 percent and 6.4 percent, respectively.
The 2013 growth forecast for China is
7.5 percent, down slightly from last year’s
7.8 percent as it shifts from an export-oriented economy and focuses on domestic
demand. Growth in larger middle income
countries including Indonesia, Malaysia,
and Thailand is also softening in light of
lower investment, lower global commodity
prices and lower than expected growth of
exports.
“East Asia Pacific continues to be the
engine driving the global economy, contributing 40 percent of the world’s GDP
growth – more than any other region. With

with large foreign participation in their fioverall global growth accelerating, now is
nancial markets.
the time for developing economies to make
“The Federal Reserve’s decision to destructural and policy reforms to sustain
lay tapering stabilized markets for now, givgrowth, reduce poverty and improve the
ing countries a second opportunity to take
lives of the poor and vulnerable,” said Mr.
measures to lower risks from future volatilAxel van Trotsenburg, World Bank East
ity,” said Mr. Bert Hofman, World Bank
Asia and Pacific Regional Vice President.
East Asia and Pacific Chief Economist.
“Reforms to enhance competition,
“Reducing reliance on short term and
protect property rights, simplify business
foreign currency denominated debt, acceptregulations, and increase investment in
ing a weaker exchange rate when growth is
infrastructure, education and health will
below potential, and building policy buffers
boost the Philippines’ efforts to achieve into respond to changing global liquidity conclusive growth—the type that creates more
ditions are some of the ways that can help
and better jobs and reduces poverty,” said
countries be prepared.”
Mr. Motoo Konishi, World Bank
The impact of tapering on
Country Director for the Philip===
===
capital inflows in the region may
pines.
The Federal
also be offset by “Abenomics,”
According to World Bank
Reserve’s
Japan’s new strategy to revive
Lead Economist Rogier van den
decision to
growth, which could increase
Brink, the Philippines’ strong
delay tapering
Japanese investment in the remacroeconomic fundamentals,
stabilized
gion.
characterized by low and stable
markets for
The expansive fiscal and
inflation, healthy external balance
now, giving
monetary response to the global
and stronger government finances
countries
economic crisis has also built up
have shielded the economy from
a second
vulnerabilities in many countries.
the persistent weaknesses in the
opportunity to
Authorities need to be ready to
global economy.
take measures
respond to a steady increase in
As the recovery picks up in the
to lower risks
interest rates in advanced econoUnited States (US), Japan and the
from future
mies, and redouble their efforts
Eurozone, with growth acceleratvolatility
to restore and maintain financial
ing in the second quarter of 2013,
stability.
developing countries in East Asia
===
===
In the long term, as higher
stand to benefit because of their
global interest rates are likely to
high trade shares in the economy.
affect investment, accelerating growth and
But they need to be better prepared for popoverty reduction depends critically on adtentially disruptive adjustments.
vancing structural reforms. Countries need
Over the past few months, speculation
to improve their investment climate and
about the withdrawal of quantitative easing
invest more in infrastructure, while making
in the US led to stock market sell-offs and
public investment more efficient.
currency depreciation, hurting countries
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Firmer global growth prospects can
help developing countries pursue reforms
enabling them to benefit from the recovery
and put their own growth on a more solid

footing. Governments need to address fiscal
risks and create space to support long-term
growth, with measures including reducing
energy subsidies.

NCC Publishes Doing Business
Reforms for 2013,
Calls on Businessmen to Evaluate

I

n a clear bid to cut through bureaucratic
red tape, the National Competitiveness
Council released a comprehensive list of
implemented reforms prepared by the interagency Task Force on Ease of Doing Business to simplify business regulatory practices for 2013. The reforms were presented
earlier today by Department of Trade and
Industry Secretary and National Competitiveness Council Chairman Gregory L.
Domingo, together with NCC Private Sector Co-Chairman Guillermo M. Luz, Undersecretary Nora K. Terrado, and NCC
Private Sector Director for Operations Ruy
Y. Moreno.
The task force, established last May
2013 by virtue of Administrative Order
No. 38, developed the reforms based on the
Gameplan for Competitiveness designed by
the NCC to raise Philippine competitiveness rankings to the top third in the world by

2016. The country is ranked 138th of 185
economies and 8th of nine ASEAN countries in the 2013 Doing Business Report
of the World Bank-International Finance
Corporation. The Report measures the ease
with which a business undertakes ten processes with government agencies and other
institutions over its typical life cycle.
The reforms have shortened the time
it takes for starting a business (from 36 to
11 days), dealing with construction permits
(from 84 to 61 days), getting electricity (from
50 to 36 days), and registering property
(from 39 to 23 days). There was also a reduction in time to import goods from 14 to
12 days.
These improvements were accompanied
by a decrease in the steps required for starting a business (16 to 11 steps), dealing with
construction permits (29 to 17 steps), and
getting electricity (5 to 4 steps). The number

“Structural reforms that will give people the opportunity to share in the gains
of progress hold the key to future growth,”
said Mr. Hofman. n

of tax and contribution payments has also
been trimmed down from 47 to 14 through
electronic systems.
Reviews of Philippine systems, laws, and
cases on credit access and investor protection
also pointed towards higher scores on the
IFC-constructed indices on depth of credit
information (from 3 to 5 out of 6), strength
of legal rights (from 4 to 9 out of 10), extent
of disclosure (from 2 to 7 out of 10), extent
of director liability (from 3 to 9 out of 10),
and ease of shareholder suits (from 8 to 10
out of 10).
As the NCC continues to work on
boosting government efficiency in business
transactions, Mr. Luz called on the private
sector and the public at large to test the
enhancements and provide recommendations on how they can be further improved,
whether or not they will be reflected in international surveys. Secretary Domingo
added that while survey rankings are good
indicators of competitiveness, a competitive
business environment is also marked by increased investments and job opportunities. n
See more at: http://www.competitive.org.ph/
stories/701#sthash.YSIHhUvC.dpuf

Less red tape, more business: Trade and Industry Undersecretary Nora Terrado, Secretary Gregrory Dmingo, National Competitiness Council Private Sector Co-Chairman Guillermo Luz, and
Private Sector Director for Operations Ruy Moreno take questions at the Ease Doing Business Press Conference held last September 19 at the Board of Investments.
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Investigating procurement
fraud in South and Southeast Asia
Fraud risk assessments are becoming more common; however, they are often finalized by
process owners who, if involved in fraud schemes, may skew the results

Reshmi Khurana
Head of Kroll’s
India office

By KROLL

W

ith their distinctive characteristics and cultural nuances
– not to mention business etiquette standards that vary from country
to country – markets in South and Southeast Asia can pose unexpected challenges
for companies that rely on fraud mitigation and investigation practices applicable to developed markets. Quite simply,
these practices do not work in Asia. In
fact, some common Asian business practices make companies more vulnerable to
fraud, especially procurement fraud, and
at the same time make it harder for investigations to be carried out.
However, we are now seeing an increasing number of companies in Asia
proactively investigating vendors and
employees for suspect relationships and
activities. While a stronger emphasis on
good corporate governance is driving
part of this new focus, we also attribute
it to the greater awareness among companies of the losses due to procurementrelated fraud coupled with operating in
a difficult economic environment that
makes it imperative to look for ways to
improve the bottom line.

Stefano Demichelis
Associate Managing Director for
Kroll based in Singapore

Challenges to investigating
procurement fraud
Suspicions without proof. A number
of investigations where Kroll has been
involved in Asia started as whistle-blower
complaints or informal water-cooler discussions about procurement practices that
led managers to suspect certain vendors
and employees. A major challenge of investigating fraud when there is no evidence
against any target - is that often managers
do not know which vendors and employees
to investigate first.
Accusations without details. A related challenge is
that whistle-blowers rarely
come forward to share details
such as names of employees
who are involved, the scale of
the fraud, and how the fraud is
perpetrated. Employee loyalty
often lies with the local CEOs
rather than with the parent
company based abroad.
In Kroll’s experience,
whistle-blowers fear losing
their job, losing face, or worse,
retaliation from current and
future employers. Companies

need to conduct independent investigations and gather evidence that can be
used as leverage to develop new whistleblowers who are willing to cooperate.

Internal audit “preparation.” Internal audits should not be relied on to
root out fraud. The scope and schedule
of internal audits are often communicated well in advance to minimize business
disruptions; however, this increases the
risk of “window dressing.” To mitigate
the risks associated with advance
notice of internal audits, sub===
===
mitted scopes should be generic
The scope
or changed once on site (e.g., exand schedule
tend the period under review or
of internal
add or dedicate the entire review
audits are often
to one single process).

“

communicated
well in advance
to minimize
business
disruptions;
however, this
increases the
risk of “window
dressing
===

”

===
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Unreliable vendor data. Poor
quality of vendor data is also a
key concern when conducting
procurement-related investigations in Asia, even when Enterprise Resource Planning (ERP)
systems are in place. In one of
Kroll’s investigations, the client
had entered a large volume of
data into SAP when it was first

a nt i - co r r u pt i on
installed in 2006. We determined that
the data was poorly entered at the time,
with little quality control. This posed a
difficult challenge when the client wanted to review the data a few years later to
identify suspicious vendors.
Who is connected, who is not. In
many of our Asia investigations, relatives
of politicians, police and bureaucrats
are linked to employees or vendors. This
is a key issue in several Asian countries
where ownership records of companies
are not as easily accessible to the public,
making it harder to identify conflicts of
interest. Companies can face regulatory
problems if vendors are linked to government officials or blacklisted companies,
rendering the tender process ineffective
as applicants may be part of the same
parent company.
Best practices for responding
to suspected fraud
Kroll has helped several companies investigate vendors and employees when
procurement fraud is suspected and targets are known. Since there is no “one
size fits all” strategy for this region, the
most effective approach incorporates
both best practices and client-specific
considerations.
Taking into account a country’s legal
framework in which an entity operates,
the steps can include:
• Overt vs. Covert. There are pros and
cons for each option – for example,
an overt investigation may lead to the
identification of key witnesses but
can also result in data loss if a perpetrator catches wind of the investigation and starts destroying critical
evidence.
• Garden Leave. Consider placing the
suspect employee on Garden Leave
so that he or she remains on the company’s payroll and is obliged to talk
to investigators when summoned.
• Breach and Clear. Secure the evidence (i.e., PCs, data and email servers, smartphones and mass storage
devices), maintain chain of custody
and restrict access to the aforementioned hardware.
• Secure Evidence. Secure documents

general counsel and investigators acand contents of the target’s desk or
cess to suppliers’ books and records.
office.
Despite its limitations (data privacy,
• Block All Access. Remove access to
confidentiality, etc.), this can result
the server and the premises.
in an effective source of information.
• Examine Data Files. Forensically exWhile it is not uncommon for large
tract data from IT equipment. Also,
suppliers to reject this clause, unexanalyze the data using dedicated
plained refusals may highlight potentext-mining tools. Keywords should
tial issues.
be specific to limit false positives.
• Establishing strong, well-organized
• Data Analytics. Conduct data anainternal control systems to reduce
lytics on suppliers’ master-file, subclients’ vulnerability to procurement
ledger, cash books, expense claims,
fraud:
phone records, general ledger eno Building secure environments that
tries, approved contracts and invoicreduce the risk of access control
es, budget vs. actuals, etc. A wellsystems’ being compromised
designed data analytics exercise can
o Conducting due diligence on new
help shortlist suspicious vendors in
employees and vendors
an efficient manner, based on varied
o Instituting anonymous and indefactors such as the vendors’ invoicpendent whistle-blowing systems
ing practices, the value and volume
that encourage local employees and
of goods they supply, their location,
vendors to report unethical behavtheir shareholders and directors and
ior while protecting them from diother parameters.
rect and indirect punitive actions.
• External and Internal Leads. InterFraud risk assessments are becoming
view internal process owners and
more common; however, they are often fisecond tier employees. Coordinate
nalized by process owners who, if involved
external source inquiries to provide
in fraud schemes, may skew the results. To
additional investigative leads and
limit this, assessments should be
keywords.
independently supported by data
What happens when you
===
===
analytics. n
suspect fraud but are not sure
Fraud risk
who are the perpetrators?
assessments
In the event of a suspected
are
becoming
fraud when targets are unAuthors:
more
common;
known, Kroll works to isolate
Reshmi Khurana is the head of Kroll’s Inhowever,
the source of the problem by:
dia office. Reshmi has more than 13 years
they are often
• Analyzing internal data
of experience conducting complex corruption
finalized by
files on vendors and eminvestigations, litigation support, and due
process owners
ployees in an efficient way
diligence on the management, operations and
who, if involved business models of organizations across the
to shortlist targets
in fraud
• Statistical analysis of the
US, South Asia and South East Asia. Her
schemes,
may
variables that contributed
clients include asset management companies,
skew the
to past fraud events may
corporations in the mining, oil & gas, conresults
provide enough informasumer packaged goods and pharmaceutical
tion for carrying out speindustries and law firms.
===
===
cific tests to spot anomaStefano Demichelis is an Associate
lies and red flags that may
Managing Director for Kroll based in Sinpoint to ongoing fraudulent activigapore. Stefano has extensive experience providing support
ties.
to clients for prevention, detection and investigation of
• Gathering external evidence from
fraud. His experience includes investigating payroll fraud
vendors, former employees, competiperpetrated by a supervisor that resulted in a loss of Euro
tors and customers about the com3.5m; investigating the identity theft of a Hedge Fund
pany’s practices that may constitute
owner; implementing automated tests in an hotel chain for
fraud. The right to audit clause is
the identification of credit card fraud perpetrated by front
often overlooked as a tool that gives
desk employees.
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Driving the country towards a
culture of integrity
We call on the youth to join the movement and expect that they insist that corruption
be eliminated at all levels
By
Michael K. Raeuber
Co-Vice Chairman, Integrity Initiative
President, European Chamber of Commerce of the
Philippines

T

he Integrity Initiative project we
started in 2010 was one among the
39 INITIAL projects around the world
supported by SIEMENS through its 100
million US dollar integrity initiative fund.
the philippine integrity initiative project
is taking the lead in establishing integrity
standards for business and government to
support the creation of fair market conditions and to sustain the good standing
of the philippines as a preferred business
destination.
This integrity drive is important for
the Philippines because of the following
reasons:
• to assure international buyers that
they are dealing with companies and a
country that are not corrupt and have
integrity systems in place to confirm
that ethical business standards are practiced;
• TO encourage more international businesses to do business in the Philippines
as International Companies that come
OECD countries have no choice but
to comply with international standards
against corruption;
• to continue to enjoy the attention of international investors that will sustain the
economic growth of the philippines.
It is clear that if the Philippines is
seen as a country administered by a government with integrity and supported by
businesses that are ethical, investors –
both local and international – will find the
country a safer place to do business in – a
business destination where less harm can
be done to their business.

er, both local and foreign, to support this
While the global corruption baromcall – we hope that we can convince more
eter index released by transparency incompanies to sign the integrity pledge
ternational this july 2013 showed that the
and commit to ethical business practices..
philippines is one of the few countries surLet’s be honest: We cannot be satisfied
veyed where corruption has declined, the
with 1,750 signatories so far; many of the
survey also revealed that only 37% of the
companies and ceos that matter in this
respondents saw corruption declined and
country have not signed and committed
that there are still many people, 31% of
themselves and their organizations to dothe respondents, who are witnessing a rising clean business yet. We are aware of
ing corruption. with this result, obviously,
challenges with some government offices
our work is far from done.
like the bureay of customs that deter ceos
The PDAF issue which is ‘exploding’
from signing, but bear in mind
in our faces on a daily basis may
that these challenges are being
well come at the right time for
===
===
addressed and that we have to
all three branches of governWe cannot be
prove to government that the
ment to cooperate seeing to it
satisfied with
private sector is committed to a
that those involved in the scam
will be prosecuted fast and that 1,750 signatories level playing field through ethiso far; many of
cal business practices.
systems are adjusted further not
the companies
The integrity initiative, a
to allow government funds (and
and ceos that
project funded by Siemens AG
our taxes) to be misused. Transmatter in this
as i mentioned at the beginning,
parency in the disbursement of
country have
has now been institutionalized
funds (the department of budget
not signed and
by creating an Integrity Inimanagement is a shining examcommitted
tiative Inc., a non-stock, nonple of that) requires, however,
themselves
profit organization with 5 mathat the private sector, civil sojor shareholders (MBC, MAP,
ciety and every Filipino is doing
===
===
FINEX, AMCHAM AND
his job in monitoring the moveECCP) to clearly demonstrate
ment of the funds and seeing to
that we are committed to creating a level
it that the benefits are delivered. Let me
playing field through integrity beyond the
add that the expectations are high that the
project.
culture of impunity is coming to an end
Our continuing vision remains – and
with the PDAF scam.
that is to see more companies, more govAlthough much HAS been achieved
ernment agencies, more local governin the 3 years of implementing the integments, the judiciary, more private and
rity initiative in the Philippines in order
public leaders, and more people sign
to drive the country towards a culture of
the integrity pledge as a commitment to
integrity, obviously much still needs to be
follow, promote and live a culture of indone to show more dramatic results. the
tegrity. We call on the youth to join the
integrity drive requires an unrelenting efmovement and expect that they insist that
fort to create a culture change in the councorruption be eliminated at all levels. n
try, and for this reason, our call in 2013 is
to establish an ‘integrity nation now!’
By getting more stakeholders togethSpeech at the 3rd integrity summit sept 2013
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ASEAN Economic Community
Building the ASEAN Eco≠nomic Community will not be the work of Governments alone.
Private sector involvement is of critical importance

By
Le Luong Minh
Secretary-General of ASEAN

Ever since ASEAN set the
target of establishing the
ASEAN Economic Community (AEC) by 2015,
there has been increasing interest and enthusiasm from both
regional and international business community to learn more about AEC and understand how the ASEAN’s economic integration would impact on their business.
With only little more than two years left
before the deadline of December 2015,
ASEAN is actively engaging in efforts to
communicate to all interested stakeholders
and partners, especially the private sector, what AEC will have to offer and what
challenges will come with it. I would like to
thank the Management Association of the
Philippines for organizing this 11th MAP
International CEO Conference 2013 and
for providing a platform to have wideranging discussions on ASEAN’s economic integration efforts. Pertinent to the
purpose of this Forum, I will reflect on the
regional economic outlook as a result of
integration, the progress and challenges in
the realization of the ASEAN Economic
Community, the role of the private sector
in this process and the need for businesses to prepare for the ASEAN Economic
Community.
Regional Economic Outlook
With this in mind, we are pleased to note
that ASEAN has been experiencing its
strongest economic growth since the Asian
financial crisis. For this year, ASEAN is
projected to grow between 5.3 and 6.0%
compared with 5.7% last year. Accord-

Le Luong Minh: Exports are still an important source of growth with China

out the successful efforts of the ASEAN
ing to the 2013 ASEAN Surveillance ReMember States to avert the direct impact
port prepared by the ASEAN Integration
of the global downturn on the regional
Monitoring Office (AIMO) of the ASEAN
economy. Although the region’s growth
Secretariat, strong domestic demand will
is well-anchored on domestic
continue to underpin ASEAN’s
demand, exports are still an imeconomic growth this year. The
===
===
portant source of growth with
growth in ASEAN-5 is expected
The ASEAN
China, the EU and US being the
to stay around 5.2-6.0% at the
economies
key markets for ASEAN exports.
end of 2013 while Brunei Darushave become
With the global trade for
salam and the CLMV economies
increasingly
goods and services projected to
(Cambodia, Lao PDR, Myancompetitive in
grow by 3.6% this year, from
mar and Viet Nam) are expected
production of
2.5% in 2012, ASEAN’s trade is
to grow at 5.5% at the same perifinal consumer
also expected to grow at a rate
od. Indonesia’s growth will lead
goods, which
of 3.6%. Total intra-ASEAN
the ASEAN-5 while Lao PDR’s
will contribute
trade last year remained stable
growth will present the highest
to intra-regional
at US$ 601 billion, and accountgrowth among Brunei Darusdemand
ed for the highest share in both
salam and CLMV countries.
ASEAN’s total exports at 26%
These growth figures would
===
===
and total imports at 23%. The
not have been sustainable with-
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fluence the quality and pace of our ecoASEAN economies have become increasnomic integration initiatives. While we are
ingly competitive in production of final
implementing measures to narrow such
consumer goods, which will contribute to
gap and carry out cooperation programs
intra-regional demand.
designed to capacitate ASEAN Member
Foreign direct investment (FDI) inStates, we have been experiencing treflows to the region showed a remarkable
mendous resource constraints. There has
increase since the outbreak of the global
been considerable difficulty in transposing
financial crisis in 2008, reaching a reregional commitments, both intra-ASEAN
cord US$ 108.1 billion in 2011. In 2012,
and extra-ASEAN commitments, into doASEAN was able to maintain its FDI level
mestic laws and regulations due to lack of
at US$108.2 billion, bucking against the
capacity and financial resources. Without
trend of declining global FDI inflows,
full implementation of the regional comparticularly in developing economies.
mitments at the national level, regional
Intra-ASEAN FDI net inflows also soared
economic integration cannot progress.
significantly, reaching US$20 billion or an
Communication of ASEAN’s integra18.5% share in 2012.
tion efforts also needs to be enhanced.
Despite risks caused by global financial
Based on recent Surveys on ASEAN
crisis and other challenges including weak
Community Building 2012, of the total
external demand, rising food and energy
respondents in the 10 ASEAN capital citprices and growing global economic imies, 76% reported that they have almost no
balances, the 2013 outlook for ASEAN
idea of what the ASEAN Community is;
remains broadly positive. These positive
55% of the business respondents
figures show that ASEAN is beindicated having a slightly better
coming more integrated and re===
===
understanding and 30% showed
mains an attractive destination
a lack of basic understanding.
for global, regional and local
A major
While ASEAN integration is
investments. While the current
challenge
seen as having positive impact
global uncertainty will cause the
among them
in that it will create more jobs
regional growth to be modest,
is the effective
and allow one to travel more
economic activity in the region
and timely
will remain robust.
implementation freely within region, the business sector expressed two major
A positive trend is also reby Member
concerns. One is that they may
flected in the rate of implemenStates of
have to face greater competition.
tation of the AEC Blueprint. By
regional
Two, they may have to deal with
the end of July 2013, around
commitments
the impacts of increased labor
79.7% of measures have been
===
===
migration. Due to wide develimplemented, with significant
opment gaps and varying levels
results across the four pillars of
of competitiveness, there is also
the ASEAN Economic Coma perception that the Member States with
munity as a single market and producmore developed economies would benefit
tion base, a highly competitive economic
more from economic integration.
region, a region of equitable economic
Coupled with the numerous targets,
development, and a region fully integratacross the various sectors, the developed into the global economy. In a recent
ment gaps, the lack of capacities as well as
survey, 95% of the companies consulted
lack of awareness and understanding will
expressed their confidence that ASEAN
bound to have an impact on meeting the
would be able to achieve its vision of an
2015 goals.
economic community as a major pillar of
Thus, there is a need for more conthe ASEAN Community.
certed actions and better coordination at
However, to achieve this vision, some
the national and regional levels as well
key challenges remain. A major chalas further enhancement of the support
lenge among them is the effective and
and compliance mechanisms in ASEAN.
timely implementation by Member States
There is also a need to intensify our comof regional commitments. Another is the
munication efforts to the public and to our
development gaps which significantly in-
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business community – who should be kept
well-informed and consulted on AEC initiatives.
Ladies and Gentlemen,
With the broad range of targets encompassing many economic sectors, I
will zero in on two key areas for the AEC,
which may be of interest to the business
community gathered here today. One in
trade facilitation and the other is services
and investments.
Free flow of goods as an integral
part and key driver of the AEC
Following the realization of the ASEAN Free Trade Area or AFTA last 1 January 2010, the ASEAN Trade in Goods
Agreement (ATIGA) entered into force on
17th of May 2010. With ATIGA serving
as the legal framework for liberalising and
facilitating trade in goods, ASEAN seeks to
achieve the free flow of goods within the
AEC by the year 2015.
Key achievements and progress with
regards to trade facilitative measures that
will have a significant impact on cross-border trade include:
- The average intra-ASEAN preferential tariffs have been reduced to almost
zero with 0.6% remaining in ASEAN-6
countries. For CLMV countries, the share
of tariff lines at 0% preferential duty has
significantly increased to 67.6% in 2012,
with efforts to expedite the reduction of
the remaining tariffs based on the timelines agreed upon.
- A Regional Work Programme on
addressing Non-Tariff Measures (NTMs)
was already adopted while the Economic
Ministers have also recently mandated the
set up of national coordinating agencies
to oversee the recording and reporting of
NTMs and to serve as link to their regional
commitments.
- The ASEAN Trade Repository
(ATR) will also be set up to provide comprehensive trade related information of all
ten Member countries. This will facilitate
not only intra-ASEAN trade but would
also be a key component to support global
trade. The completion of this initiative
will see an ATR that will be linked to all
the National Trade Repositories to provide support to the private sector and ease
trade transactions across the region.
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cal in the region’s productive capacity,
- ASEAN is finalising the implementaASEAN is mounting great efforts to create
tion of an ASEAN Wide Self-Certification
the enabling environment for business and
which will allow selected registered exportinvestment. We need to attract and retain
ers to certify export documents on their
investments into and within the region,
own. This will serve to support the busiparticularly where competition for investness community to move goods across the
ments is very high, with BRICS, Latin
region with ease and reduced costs.
America and Africa, and not to
- We have successfully commention with our neighbors in
pleted the scaled down version
===
===
Asia.
of the pilot stage of the ASEAN
The ASEAN
For us to be able to do this,
Single Window (ASW) which
Economic
we have to reduce and/or elimiseeks to provide a platform for
Ministers have
nate intra-regional barriers.
seamless exchange of electronidone it through
Thus, similar to trade in goods,
cally transmitted trade related
“leadership
for services and investment,
documents amongst Member
by example”
ASEAN is improving the enviStates. To support this initiative,
in engaging
ronment for ASEAN investors
ASEAN is drafting a legal protothe private
and service suppliers alike to
col to govern cross-border transsector at both
have greater market access and
actions for electronically exsectoral and
national treatment. This is bechanged documents which will
private sector
ing achieved through progressive
provide the needed confidence
association
or further liberalization under
for the private sector to engage
levels
the ASEAN Framework Agreein the electronic exchange of
ment on Services (AFAS) and the
trade documents.
===
===
ASEAN Comprehensive Invest- Customs Integration in
ment Agreement (ACIA).
ASEAN is supported by the new
- Specifically, under ASEAN FrameASEAN Agreement on Customs signed in
work Agreement on Services, to date, 8
2012 which provides the necessary platpackages of commitments have been conform for greater customs cooperation. A
cluded since 1997 and we are now in the
pilot project to create the ASEAN Cusprocess of finalizing the 9th package. Untoms Transit System (ACTS) by 2015 is
der each package, the ASEAN Member
being undertaken in 3 countries, which
States are opening up their services sectors
will allow for movement of transit cargo
for other Member States.
across land borders to its final destination
- Mutual Recognition Arrangements
within ASEAN using real time electronic
(MRAs) have been concluded to facilitate
transmission of relevant documents.
recognition of professionals, including ac- As an integral and mandatory recountants, architects, surveyors, engineers,
quirement for making ASEAN a single
dental practitioners, medical practitioners,
production base, ASEAN is currently in
nurses and tourism professionals.
the process of harmonising standards and
- Last November 2012, the ASEAN
conformance procedures and discussing
Agreement on Movement of Natural PerMutual Recognition Arrangements which
sons was signed to facilitate the temporary
are specifically targeted towards the priormovement of natural persons including
ity integration sectors.
skilled labor across the region in the areas
of trade in services, trade in goods and inFree flow of services and
vestments.
investment as an integral part
- On investment, the ASEAN Comand key driver of the AEC
prehensive Investment Agreement (ACIA)
Ladies and Gentlemen,
seeks to improve the investment environToward the strategic objective of crement and make it more conducive to busiating a single market and production base
ness. The ACIA reservation lists are exand a single investment area, ASEAN also
pected to be reduced or shortened as more
aims to realize free flow of services and insectors are opened up for investments by
vestment within the region.
2015.
Recognizing that investment is criti-
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In all these measures, we endeavor
to ensure transparency, stability and predictability. Information on scheduling of
commitments as well as non-conforming
measures under these agreements, and the
relevant laws, regulations and guidelines is
all publicly available. There is greater access to information now, via the ASEAN
website and our newly-created InvestASEAN website, which is specifically created
for the business community.
For business and investments, protection is very important. Hence, one of the
major pillars of the ACIA is investment
protection. This is to ensure that investors
and their investments not only enjoy the
benefits of non-discriminatory treatment
but also of investment protection relating
to treatment, compensation against strife,
transfers of funds, unlawful expropriation,
and investor-state dispute, among others.
Under the ACIA, ASEAN is also enhancing investment facilitation and promotion.
Initiatives are being undertaken through
regional projects that will help Member
States address bottlenecks and red tape to
investing in the region, thereby reducing
the cost of doing business.
Role of the Private Sector in ASEAN
Economic Community
Ladies and Gentlemen,
The private sector plays a very important role in achieving the ASEAN Economic Community by 2015. Recognising this,
the AEC Council has called for all AEC
sectoral bodies to engage the private sector in economic integration. The ASEAN
Economic Ministers have done it through
“leadership by example” in engaging the
private sector at both sectoral and private
sector association levels. They have dialogue sessions with ASEAN-wide sectoral
associations such as in textiles & clothing,
automotive and logistic services as well as
with business councils such as the ASEAN
Business Advisory Council and other business councils in ASEAN. ASEAN will also
continue to do its outreach to the private
sector, both with multinational companies
(MNCs) and small and medium enterprises (SMEs) to enhance cooperation with
our business community.
In this respect, I would like to urge
the participants of this Conference to seek
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2015. They should also capitalize on the
market access provided through the various existing bilateral Free Trade Agreements (FTAs). Presently, ASEAN has been
embarking on efforts for the largest FTA
we aim to create so far, which is the Regional Comprehensive Economic Partnership (RCEP). It would be an opportune
time for business to share challenges they
faced in tapping the market access provided by ASEAN+1 FTAs. This way, these
challenges would be addressed accordingly
when the ASEAN Member States negotiate RCEP with ASEAN’s major trading
partners.
With ASEAN’s immense growth potentials, a company preparing for 2015
Preparing for AEC 2015
should consider increasing its investments.
With increasing interest in ASEAN, we
It should no longer limit its sights on the
have seen efforts by companies in setting
investment opportunities in its own home
up their own ASEAN affairs units or havcountry but also explore the possibilities
ing ASEAN officers that keep abreast with
in the other Member States. The private
ASEAN activities. We have seen a growing
sector should carry out in-depth
number of business associations
market analysis of the region to
seeking to engage with the ASE===
===
identify potential markets and
AN Sectoral-Ministerial Bodies
challenges, given the diversity
and working groups.
Continued
in language, culture and develBroadly, a company should
engagement
opment gaps between ASEAN
seek to uunderstand the workwith the
Member States. Through priings of ASEAN, particularly its
regional and
vate sector partnerships, we are
various economic instruments.
national
seeing and are encouraged by
The regional legal frameworks
mechanisms
the trend of cross-border investset the scope and terms by which
would
ments
in the region. ASEAN has
ASEAN Member States are coeventually
mechanisms
in place that facilioperating and working with each
foster better
tate
these
arrangements.
other. They also will serve as a
understanding
As noted before, we have
guide to the regulatory reforms
and dispel any
the
ASEAN website and the Inthat will be undertaken at the
misconceptions
vestASEAN
website which the
national level, which in turn,
about the
business
community
can go to
will impact on a company’s way
impacts and
learn
more
about
ASEAN
and
of doing business. Studying the
consequences of
Investing
in
ASEAN.
Contact
ASEAN economic agreements
AEC
points have also been estaband programmes will allow one
===
===
lished to answer questions and
to see the opportunities offered
concerns. There are also several
by economic integration – from
publications which are available
trade facilitation, labor mobilto the public. Recently, we released the
ity, to infrastructure connectivity, among
ASEAN Investment Report 2012 and the
many others. It will also allow one to unACIA Guidebook to Businesses and Invesderstand the changes brought about by
tors. These will detail the potential areas
AEC and their accompanying impacts. In
for business in the region and how compaturn, this will enable companies to formunies can take advantage and avail of these
late strategies and prepare for 2015.
opportunities.
At this juncture, ASEAN companies
It is important to share information
should start strategizing on how they can
and seek partnerships with both public
capitalize on the single market and proand private sectors. Now is the time to
duction base which will be created by
possible avenues of cooperation with the
relevant ASEAN bodies at the national
level and regional levels. Sharing the private sector’s valuable experience and insights from the ground will contribute to
the on-going discussions on policy and
programmes being undertaken by ASEAN.
In the process, being interested, keeping track and engaging with ASEAN from
hereon will be one of the best investments
that any business would make. Preparation, prudence and foresight would certainly help any company’s standing for
AEC in 2015.
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identify potential partners in anticipation
of increased economic activity by 2015.
Exchanging information with similar industry players within the region will enable one to understand the challenges and
changes that are taking place. This platform can also be used to provide inputs for
policy development. B2B links and having
the necessary synergies and complementarities, supported by a knowledge-based
economy, will certainly create a community that is better prepared for AEC 2015.
Continued engagement with the regional and national mechanisms would
eventually foster better understanding
and dispel any misconceptions about the
impacts and consequences of AEC. Eventually, it is hoped that this understanding
will pave the way for greater support and
confidence in ASEAN’s economic integration efforts. This understanding should
lead the private sector to take part and assist the ASEAN Member States in implementing their commitments by providing
much needed technical assistance, capacity building programs as well as other resources.
Conclusion
With the target of achieving the ASEAN
Economic Community only little more
than two years away, there has been both
a lot of interest generated but also tremendous pressure mounted on ASEAN to
deliver on its economic integration goals.
Building the ASEAN Economic Community will not be the work of Governments
alone. Private sector involvement is of
critical importance. However, it is imperative on the private sector to understand,
to support and to be engaged meaningfully in our efforts for ASEAN economic
integration. I hope the ASEAN CEOs and
managers gathered here today will use this
forum to have wide-ranging discussions, in
order to foster greater support and understanding as well as to take an active part
in the process of building the ASEAN
Economic Community within the ASEAN
Community by 2015 which will benefit us
all-the peoples of ASEAN, their businesses
and all other partners and stakeholders. n
Keynote Address by H.E. Le Luong Minh Secretary-General
of ASEAN at the 11th MAP International CEO Conference
2013 10 September 2013, Makati City, the Philippines
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Resilient Asia Pacific
Engine of Global Growth
Our objective is to make the region the epicenter for the world’s economic advancement
By
H.E. Dr. Susilo Bambang Yudhoyono,
President of the Republic of Indonesia

I am pleased to welcome you to Indonesia and I trust that all of you are enjoying
the island of Bali, which is also known as the
island of the God.
It is indeed a great honor for me to address this APEC CEO Summit. And I am
pleased to see such huge participation by the
region’s – and world’s – corporate community here today. I wish to thank also my fellow
APEC Leaders, many of whom would also
have the honor to speak to this forum.
This APEC CEO Summit is also an opportunity to showcase the phenomenal growth
of the private sector in our region. The rapid
expansion of business has totally changed our
21st century economic landscape for the better. Governments will remain important in
formulating economic policies. But, without
the help of the private sector, we might not be
able to provide more jobs for our citizens. And
we know that whatever country one comes
from, the top national and local agenda is going to be : jobs.
This is why I am also glad to welcome
the participation of Union Leaders at this
Summit. For we are all in this together, and
we need to work together – and harder – to
achieve shared prosperity.
Already, global growth in 2013 is showing different dynamics. Advanced economies are experiencing recovery and showing
positive growth, while emerging economies
– including BRICS economies – are facing
a slowdown. They are also suffering from
large trade deficits, capital flight and depreciating currencies.
This is also true for the APEC region.
In some APEC advanced economies,
growth is gaining strength. Meanwhile,
APEC emerging economies need further

H.E. Dr. Susilo Bambang Yudhoyono: We must ensure that our trade relations are not only strong but also balanced.

momentum for growth.
Not with standing this, APEC economies
remain a crucial source of global growth. According to the IMF, as a group, APEC is expected to grow by 6.3 percent in 2013 and by
6.6 percent in 2014 – which is more than twice
the world average.
At present, APEC economies account for
54 percent of global gross domestic product
and 44 percent of global trade. Within the
region, moreover, trade has grown nearly
seven-fold since 1989, reaching over 11 trillion
US dollars in 2011. In the past 25 years, average tariffs in APEC have declined by close to
70 percent. The cost of conducting business
across borders decreased by two successive
rounds of 5 percent tariff reductions: resulting in nearly 59 billion US dollars of savings
for businesses.
All this shows that with its combined potential, APEC is in the ideal position to help

the recovery of the global economy. Therefore, APEC members – through individual
and collective measures – must put extra efforts to promote growth. Let me highlight
some of the possible measures.
First and foremost, we all need to do our
part to prevent protectionist policies, and
continue on our path of trade liberalization
in ways that uplift the well-being of all our
citizens. We must also ensure that our trade
relations are not only strong but also balanced.
Second, we need to intensify efforts to
stimulate investment within our region so as
to maintain growth and create jobs. There
is tremendous opportunity for this as we are
experiencing a rapid growth of middle-class.
Third, we need to develop more and better infrastructure as an essential element for
our connectivity. This will of course help not
only to facilitate trade and investment, but also
boost job creation. APEC needs to tackle inef-
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Therefore, as we continue to work for
ficiency in the supply chain. We have to make
trade and investment liberalization, as well
it easier, cheaper, and faster to conduct trade
as deeper regional economic integration, we
in goods and services across borders. In this
must have the capacity to tackle those chalregard, it is crucial that we promote the APEC
lenges. We have to be able to address growing
2013 priority in connectivity. We welcome
trade barriers, financial instability and fluctupublic-private-partnerships to develop needed
ating commodity prices.
infrastructure.
SECOND, priority is “Achieving SustainFourth, to ensure growth with equity, we
able Growth with Equity.”
must embrace the SMEs that form the backToday, APEC economies are confronted
bone of all our economies.
by new challenges that could cause disruption
Fifth, we must work together to ensure
and stunted growth. Among them is populathe financial stability, which is an absolute reqtion growth.
uisite for sustainable all economic activities,
The global population has grown from
including trade and investment. APEC memjust over five and a half billion people in 1994
bers can help stabilize global financial market,
to more than seven billion today. By 2045
through bilateral as well as regional initiatives.
there will be 9 billion people worldwide. And
These include Regional Financing Agreemuch of this population increase will come
ments (RFAs) and Financial Stability Board
from the Asia Pacific region, placing a great
(FSB). Chiang Mai Initiative Multilateralizaburden on the supply of energy, food and wation is a good example of close collaboration
ter for our people.
among some APEC members.
We cannot achieve APEC’s goals without
Sixth, to ensure development for all, we
ensuring the principles of inclusion in our
must not forget to provide social safety net for
economic growth and development. Therethe poor and financial inclusion for shared
fore, maintaining the growth path that is susprosperity.
tainable and inclusive is of great importance.
Seventh, APEC economies can only
And our efforts should focus on economic
achieve all this if we intensify our policy conempowerment, engagement of stake-holders,
sultation and coordination.
enhancement of SMEs’ global competitiveLadies and Gentlemen,
ness through innovation and tapping women’s
As we set the theme and priorities for
productivity in the economy. It is also critical
APEC 2013, Indonesia envisions the future
to ensure financial inclusion, strengthen food
of this region as prosperous, stable, dynamic,
security and improve access to health services.
inclusive, and forward-looking.
And the THIRD priority is “Promoting
Our theme, “Resilient Asia-Pacific – EnConnectivity.”
gine of Global Growth,” is all about drawing
Unlike in 1994, the advent of new techon our strengths. Our objective is to make the
nologies has opened new ways for people to
region the epicenter for the world’s economic
do business with each other, across countries,
advancement. And in that light, Indonesia has
and across conti-nents. Improving
set three priorities for our APEC
connectivity, therefore, becomes a
year. I believe through close colcritical priority.
laboration with the business com===
===
I believe that a focused and immunity, APEC can achieve these
Let us build
proved physical, institutional and
priorities.
a strong
people-to-people connectivity will
The FIRST priority is: “Attainpartnership and help integrate our region. It will
ing the Bogor Goals.”
forge a resilient
also facilitate the flow of goods,
APEC
economies
have
APEC. Let us
services, capital, and people of the
achieved tremendous progress toalso ensure that
Asia-Pacific. Thus, we must work
ward achieving the Bogor Goals.
APEC continues together to strengthen connectivBut while APEC has reduced avto bring
ity through infrastructure developerage tariffs from 16.9 percent in
prosperity to all ment and the promotion of infra1989 to 5.7 percent in 2011, restrictive non-tariff measures, lengthy the people in the structure investment.
APEC region
Indonesia will work with
customs procedures and poor
APEC
Leaders and all stakeholders
transport infrastructure still pose
===
===
to advance these 3 priorities. After
challenges to trade.
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all, our success is strongly tied to the success
of others.
Like other emerging markets, Indonesia is
facing some head-winds resulting from financial market turbulence. Yet, this situation is
manageable and the Indonesian Government
is responding to it with a package of policy
measures, including substantive structural reform. As a result, in recent times Indonesia’s
financial market has stabilized.
We believe this is only a short-term challenge, and we are confident in the long-term
prospects to invest and grow is enormous as
Indonesia will remain a land of opportunity
and growth.
Today, Indonesia has become a trillion
dollar economy with a large middle-class. Our
democracy is strongly rooted, and this makes
Indonesia well placed for your investment.
McKinsey predicted that Indonesia’s business
opportunity will increase up to 1.8 trillion US
dollars in 2030. This opportunity ranges from
consumer services, agriculture and fishery, resources to education industry. infratructue
We continue to create a better business and investment environment and addressing many of the challenges. We have
made steady progress, including from major
bureaucratic reforms to strengthen government institutions.
To accelerate development, in May 2011,
we launched the Master Plan for the Acceleration and Expansion of Indonesia’s Economic
Development 2011 – 2025 (MP3EI). In the
next 14 years, we are targeting to reach over
460 billion US dollars worth of investments
in 22 main economic activities, integrated in
eight programs. These include agriculture,
mining, energy, industry, marine, tourism and
telecommunications. Therefore, the Master
Plan offers a great deal of opportunities for
international investors.
As a final point, also in my capacity as the
chief salesperson of Indonesia Inc., I invite
you all to seize the business and investment
opportunities in Indo-nesia.
Let us build a strong partnership and
forge a resilient APEC. Let us also ensure that
APEC continues to bring prosperity to all the
people in the APEC region. n
Key note Speech of the President of the Republic of
Indonesia at APEC CEO Summit 2013, H.E. Dr. Susilo
Bambang Yudhoyono, Bali International Conevention Center,
6 October 2013
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Ensure resiliency in the
Asia-Pacific: APEC
“APEC must play a key role by extending strong political support”

B

ali, Indonesia, 4 October 2013 –
APEC Ministers opened their twoday meeting on Friday in Bali by assessing member economies’ progress towards
fostering a more resilient Asia-Pacific that
can serve as an engine for balanced, sustainable growth with equity and improve
global growth.
“When we began our chairmanship
of APEC in January this year, in the midst
of global economic turmoil, we recognized that in the face of deep regional and
global challenges and opportunities, we
would need to walk that extra mile,” said
Marty Natalegawa, Indonesia’s Minister of
Foreign Affairs and Co-Chair of the 25th
APEC Ministerial Meeting.
This directed the focus of APEC economies on ensuring the success of the Bogor
Goals which call for the delivery of free and
APEC Ministers: “The aim of this exercise is to focus on reducing economic disparities among economies and improving the
open trade and investment in the region by
economic and social well-being of our people.”
2020. It also turned the region’s attention
successful conclusion of the Doha Developtarget of free and open trade and
to strengthening efforts to propel
ment Agenda negotiations,” Wirjawan addinvestment
in
the
Asia-Pacific
is
growth that is more inclusive, equi===
===
ed. “APEC must play a key role by extending
not far from where we are now,”
table and fair, and address the reI believe that
strong political support.”
stated Gita Wirjawan, Indonegion’s need for greater connectivity.
this year’s
During the meeting, Roberto Azevedo,
sia’s Minister of Trade and CoAreas of progress range from
deliverables
the Director-General of the World Trade
Chair of the 25th APEC Minissteps to improve the flow of goods,
could be
Organization, briefed Ministers on the state
terial Meeting.
services and people, to raising supconsidered as
of international trade in the current global
“This year, we worked on the
port for small businesses, energy
yet another
economy and described specific areas in
issues of ensuring the equitable
security and infrastructure develmilestone for
which APEC economies can support current
benefits from liberalization,”
opment and investment.
APEC’s future
negotiations. They also heard recommendahe explained. “The aim of this
“I’m particularly pleased by
work which
tions from the APEC Businesss Advisory
exercise is to focus on reducthe progress that has been made
contributes to
Council on further steps member economies
ing economic disparities among
on an APEC framework on conworld economic economies and improving the
can take to improve the landscape for doing
nectivity,” exclaimed Natalegawa.
growth, job
business in the region.
economic and social well-being
“This, I believe, will be a milestone
creation,
“I’m confident that we will have a
of our people.”
to further cement APEC memintegration
positive and constructive discussion tomor“We face a daunting responbers’ cooperation and regional
and most
row,” Wirjawan concluded. “I believe that
sibility to ensure the credibility
integration.”
importantly,
this year’s deliverables could be considered
of the multilateral trading system
Ministers also considered the
prosperity
as yet another milestone for APEC’s future
through a successful outcome of
multilateral trading system, and
enjoyed by all
work which contributes to world economic
the WTO’s 9th Ministerial Conits role in making the Asia Pacific
growth, job creation, integration and most
ference
in
December
in
Bali
and
more prosperous.
===
===
importantly, prosperity enjoyed by all.” n
subsequently work towards the
“It is fair to say that our 2020
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Opening remarks at Global Compact Leaders Summit:

“Architects of a Better World”
We cannot accept a rising tide that floats only some boats and leaves many to drown

By
Ban Ki-moon
Secretary-General
UN Headquarters,
20 September 2013

I am delighted to open the fourth UN
Global Compact Leaders Summit.
I am inspired to see such a diverse
group of leaders from business, civil society and government.
You are here because you understand
that change and progress are possible
with vision and ambition.
The message of the introductory video, and our guest speaker, Dr. Trent, is
that individual actions count.
Your actions count.
We need you to be architects of a sustainable future.
I am particularly happy to see a large
representation of women today.
Women’s empowerment is central to
sustainable development and stable, progressive societies.
We must commit to breaking the
glass ceiling – from the classroom to the
boardroom.
We need all actors – working together
– to pursue a sustainable path that links
economic growth, social justice and environmental stewardship.
We live in volatile times.
Great advances towards eradicating
poverty and disease point to what can be
achieved when we work together.
But inequality persists and in many
cases is growing.

with it.
Climate change threatens and the
Prosperous, stable societies and a
environmental base for future progress is
healthy planet are the bedrock of politibecoming ever more fragile.
cal stability, economic growth and flourSustainable development presents
ishing new markets.
many challenges.
Everyone has a role to play.
But I am confident we can meet
Our Global Compact is working to
them.
bring business to the table as a key partIn my lifetime, I have seen change
ner.
and progress.
It embodies the spirit of shared reI grew up in a country devastated by
sponsibility that is essential for achieving
war.
a better world.
I knew hunger.
At the Compact’s launch in 2000, few
My school was bare earth under a
companies considered their impact on
tree.
the environment and on society.
My homework was lit by candlelight.
Now we have 8,000 participating
Now, when I visit developing nacompanies and 4,000 civil sotions and meet schoolchildren
ciety signatories in 145 counand heads of government, I can
===
===
tries.
tell them first-hand that better
We have 101 country netthings can lie ahead.
That is why
works
supporting a growing
But such change does not
the investment
global
corporate
sustainability
happen by itself. It must be purcommunity is
movement.
sued with vigour – and by all of
looking closely
CEOs increasingly see a
society.
at sustainability
direct
link between corporate
We cannot accept a rising
and factors like
sustainability
and the bottom
tide that floats only some boats
environmental
line.
and leaves many to drown.
stewardship,
Human rights abuses,
That is where you come in.
labour
poor
working conditions, disMy appeal to you is to act
standards,
crimination,
environmental
for the common good – and to
social
degradation
and
corruption –
get others to join you.
responsibility
whether
in
direct
operations
or
This is the morally correct
and good
the
supply
chain
–
are
a
threat
thing to do.
governance.
to morale, reputation, longAnd it is the smart choice
term investments and growth
too.
===
===
prospects.
Ladies and Gentlemen,
Modern communications
The sustainable journey that
technology combined with
we all need to take is in everygrowing demands for transparency make
body’s best interest – even if it may someit harder for companies to flout laws or
times demand short-term sacrifice.
ignore public opinion.
Nobody can benefit from catastrophCompanies that take their responsiic climate change or rampant unemploybilities to people and the planet seriously
ment and the social unrest that comes
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will increasingly be in the vanguard.
That is why the investment community is looking closely at sustainability and
factors like environmental stewardship,
labour standards, social responsibility
and good governance.
In short, business can no longer ignore its social and environmental responsibilities.
We need it to help build sustainability
through the marketplace.
Ladies and Gentlemen,
Your companies have already committed to these principles.
Most of you are reporting on your
progress.
But I want you to go further.
First, I want you to see what more
you can or should be doing in your own
operations and in your relationships with
trading partners.
Second, I want you to act on your
commitment by helping to swell the
ranks of the Global Compact so we reach
a critical mass.
Third, I want you to consider how to
use your expertise and resources to help
to promote the changes we need for a
truly sustainable future.
We need you to advance innovations
and forge collaborations that can have
transformative impacts on some of the
toughest issues we face.
I am firmly committed to the power
of partnerships, working with business
and all key stakeholders to make progress
on UN objectives.
The immediate challenge is achieving
the Millennium Development Goals.
Much has changed since the Millennium Declaration in 2000.
Even though the private sector was
identified for the first time as a strategic
player in reaching UN goals, there was
no clear role for business in the agenda.
Yet, business has had a major hand in
reducing extreme poverty … combating
diseases like HIV/AIDS and malaria …
and in advancing solar, wind and other
modern energy sources.
Now, the 2015 deadline for the Millennium Development Goals is fast approaching.

It connects the dots in the ever-growGovernments, the UN and stakeholding field of responsible business initiaers are working hard to accelerate action
tives, standards and certifications….
to meet the existing commitments.
And it calls on corporate leaders to
Your support is essential.
work together on an entirely new scale –
Member States are also working to
collaborating and co-investing to share
define the twin pillars of a more sustainrisks and realize opportunities.
able world: a new, universal legal climate
The Architecture report is
agreement and a post-2015 susalso an open call to organizatainable development agenda.
===
===
tions, initiatives and networks
The private sector will be
These
working globally to engage
integral.
platforms,
business.
The post-2015 period presand the entire
I am pleased that the World
ents a historic opportunity.
direction
Business Council for SustainPerhaps for the first time
suggested in the
able Development and the
in human history we have the
tools to eradicate extreme pov- report can make Global Reporting Initiative
a significant
have joined us.
erty.
contribution
Today, as part of this effort,
In my report “A Life of Digto my priority
we will launch three new issue
nity for All”, which I submitted
objective to
platforms on Education, Busito the General Assembly ahead
bolster the
ness for Peace and Sustainable
of next week’s Special Event on
ability of the
Agriculture.
the MDGs, I call for a single,
United Nations
We have seen how powerful
coherent, and ambitious postto advance
such collaborative efforts can be.
2015 agenda articulated by
our goals and
Our Caring for Climate
one concise set of inspirational
mandates
and Women’s Empowerment
goals.
through a
Principles are the world’s largThis is a universal agenda.
comprehensive
est business action platforms in
Poverty eradication must
multitheir fields.
be the highest priority, with
stakeholder
These platforms, and the
sustainable development at the
partnership
entire direction suggested in the
core.
architecture.
report can make a significant
We must also address the
contribution to my priority obchallenges of climate change.
===
===
jective to bolster the ability of
This will require urgent acthe United Nations to advance
tions towards a new dynamic
our goals and mandates through a comof sustainable energy and job-rich lowprehensive multi-stakeholder partnership
carbon growth.
architecture.
We will need business to play a leadLadies and gentlemen,
ing role.
The Global Compact has helped genCompanies can move from bystanderate a major shift in corporate mindset
ers to builders.
in just one decade.
Today, I am pleased to table an imEnlightened leaders are making susportant report from the Global Compact
tainability a core part of business strategy.
on Building a Business Engagement ArToday, I ask you to be architects of
chitecture for the Post-2015 Agenda.
better world.
While this architecture will need to
What was once a call to the founding
grow and evolve as Governments set their
members of the United Nations is now a
directions on climate and a post-2015 derallying cry to business and civil society
velopment framework, this is a very imleaders everywhere.
portant starting point.
Help us to respond to the urgency of
This architecture is designed to drive
our global challenges and build a better
and scale up corporate actions to directly
tomorrow. n
advance United Nations goals….
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food go v e r n a nce

Committee on World Food Security
Meets on Hunger Challenges
International platform promotes policy convergence for better food security

O

suffering of the 840 million chronically
for food security and nutrition.
n October 7, 2013 The Committee
undernourished people depending on us
The roundtables were expected to be
on World Food Security, the world’s
to get it right.”
followed by consultations and negotiamost important intergovernmental and
tions to arrive at widely accepted policy
multi-stakeholder platform for food secuHunger numbers
recommendations on those issues.
rity and nutrition, opened its 40th session
CFS 40 opened one week after a UN
“Poverty and hunger go hand-in-hand
(CFS 40) at FAO headquarters, amid urhunger report showed overall declines in
and poverty runs deepest in rural areas.
gent calls to build more effective links beundernourishment, but with mixed perLet us not forget that rural areas are a key
tween international policies and the daily
formance among regions and countries
element of any new development agenda
needs of millions of the world’s most vulagainst the most extreme and lasting
and global food security. Let us not forget
nerable people.
forms of food deprivation.
that investing in smallholder agriculture
“The latest estimates signal there are
The report, the State of Food Inseis the most cost effective way for developnearly 30 million less hungry people in
curity in the World, estimates
the world in 2013, compared to
that 842 million people globally
last year,” said FAO Directorsuffered from chronic hunger in
General José Graziano da Silva.
2011-13. This figure is down
“And we continue to progress
from 868 million during 2010towards achieving the Millenni12, and represents a decline of
um Development Goal hunger
17 percent since 1990-92.
target of reducing by half the
Regionally, as many as one in
proportion of the undernourfour persons experiencing underished population between 1990
nourishment in sub-Saharan Afand 2015.”
rica, despite impressive improve“I see many challenges
ments in some countries, while
ahead of us, but also progress
East Asia, Southeastern Asia,
and successful experiences that
and Latin America saw more
we can build on,” Graziano da
substantial improvements.
Silva added. “We are convinced
About 75 per cent of the
that working together is the The Committee on World Food Security was established in 1974 by the UN for the review and
world’s poorest people live in ruonly way forward.”
follow-up of food security policies.”
ral areas and mainly depend on
“Working with a spirit of
agriculture for their livelihoods.
ing countries to tackle poverty and huntrust and mutual accountability, the mulThose attending CFS 40 included
ger,” said Kanayo F. Nwanze, President
tiple actors within this Committee are colagriculture ministers and deputy minisof the International Fund for Agricultural
laborating to address some of the thorniest
ters from around the world who were in
Development (IFAD).
issues that stand in the way of all people
Rome to attend a separate event, the SecOther initiatives include the developbeing able to enjoy food security,” said
ond Ministerial Meeting on International
ment of an agenda for action to address
David Nabarro, Special Representative
Food Prices.
food insecurity in protracted crisis situaof the United Nations Secretary-General
More than 30 side events dealing with
tions and the development of guidelines
for Food Security and Nutrition. Key isa wide array of issues regarding food
for responsible agricultural investments.
sues, said Nabarro, included “land tenure;
security and nutrition are scheduled to
“The world needs a strong and efmitigation of and adaptation to climate
take place at the margins of the plenary
fective CFS,” said Ertharin Cousin, Exchange; food price volatility; biofuels.”
session. The events have been set up by
ecutive Director of the World Food ProDuring the week-long session, two
a number of governments and organisagramme (WFP). “Together, we shoulder
round tables were scheduled to focus, retions, including civil society and the prian enormous responsibility, but our burspectively, on biofuels and food security,
vate sector. n
dens weigh nothing in comparison to the
and investing in smallholder agriculture
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SGX Introduces New Rules on Poll Voting
and General Meetings in Singapore
This will improve the quality of information disseminated to all shareholders

S

ingapore Exchange (SGX) is pleased to
introduce new listing rules to promote
greater transparency in general meetings
and support listed companies and trusts in
enhancing their shareholder engagement.
These new rules include (i) holding of general meetings in Singapore, (ii) voting by
poll for all resolutions, and (iii) disclosures
of relevant details on voting outcomes.
Respondents from our earlier public consultation expressed strong support for the
initiatives. The proposed rules were refined
to take into consideration the constructive
feedback received from the public as well as
in consultation with the Monetary Authority
of Singapore. The new rules apply to both
Mainboard and Catalist companies and
trusts.
“Regular communication with, and
engagement of, shareholders are important
components of good governance. We encourage listed companies and trusts to embrace greater shareholder participation at
general meetings, dialogue with the Board
and transparency and fairness of process,”
said Yeo Lian Sim, Chief Regulatory and
Risk Officer, SGX.
Details of the new rules comprise:(i) Holding of General Meetings
in Singapore to be effective 1 January
2014
All SGX primary listed companies and
trusts will be required to hold their general
meetings in Singapore to promote more active participation and engagement of shareholders. Where there are legal constraints
preventing them from holding their general
meetings in Singapore, they are advised to
provide alternative modes of engagement
such as webcast and information meetings
so that public shareholders have access to
the board and senior management. These
requirements are found in SGX Listing Rule
and Catalist Rule 730(A)(1) and Practice
Note 7.5.

Singapore stock exchange: “Regular communication with, and engagement of, shareholders are important
components of good governance.”

Documents to align the relevant provisions
(ii) Voting by Poll to be effective 1
with the requirements under the new SGX
August 2015
Listing Rule and Catalist Rule 730(A)(2).
Listed companies and trusts will be
(iii) Disclosure of Voting Outrequired to conduct voting by poll where
comes to be effective 1 August 2015
shareholders are accorded rights proportionListed companies and trusts will have to
ate to their shareholding and all votes are
make prompt disclosure of the voting decicounted. The new rule will enhance transsions and outcomes. This will improve the
parency of the voting process and encourage
quality of information disseminated to all
greater shareholder participation.
shareholders. The enhanced disclosure is
Shareholders who are unable to attend
aligned with the expectations of
the meetings can cast their votes
===
===
the revised Code of Corporate
through proxies to participate
Governance 2012.
in the outcome of shareholders’
Newly hired
Listed companies and trusts
resolutions.
executives need
have
a two-year period to impleCompanies and trusts are
to gain the trust
ment
the poll voting processes and
advised to review their articles of
from the owner
disclosure
of voting outcomes.
association or constituent docuquickly while
SGX
encourages
all companies
ments (“ConstituentDocuments”)
maintaining a
and
trusts
to
adopt
voting by poll,
in preparation for the adoption
solid working
as
soon
as
practicable,
as their
of poll voting. Where the Conrelationship
stituent Documents consist of any with the current commitment to strengthen their
corporate governance practice.
provisions that contravene the
team
The new rules are found in SGX
new rules, issuers are required to
===
===
Listing Rule 704(16) and Catalist
obtain shareholders’ approval for
Rule 704(15). n
amendment of these Constituent
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Invest Hong Kong Encourages Mainland
Companies to “Go Global” by Leveraging on
Hong Kong’s Business Advantages
“APEC must play a key role by extending strong political support”

I

flows of capital and information,
nvest Hong Kong took part in a
Hong Kong offers a good platform
press conference and seminar at
for Mainland enterprises aspiring
the 17th China International Fair
to ‘go global’. It offers a wide range
for Investment & Trade (CIFIT) in
of quality professional services in
Xiamen, Fujian Province. The infinancing, law, accounting, insurvestment promotion department of
ance, brand marketing and so on,
the Hong Kong Special Administrawhich highlight the strength of
tive Region (HKSAR) Government
Hong Kong in assisting Mainland
called on Mainland enterprises to
investors to expand their businesses
build their brands and access the
overseas.”
world market through Hong Kong.
Miss Tang indicated that InEntitled “Hong Kong – PlatvestHK will continue to support
form to Go Global”, the seminar
the national policy of “going
was jointly organised by InvestHK,
global” by enhancing the promothe Department of Outward Investtion of its services in high-growth
ment and Economic Cooperation Miss Victoria Tang.: “Our city is an excellent testing ground for Mainland companies to
Mainland cities, and encouraging
of the Ministry of Commerce, the ‘go global’ and access the world market.”
Mainland companies to devote
Trade Office of the Economic Afresources to brand-building in the internaPromotion, Miss Victoria Tang.
fairs Department of the Liaison Office of the
tional arena by leveraging on Hong Kong’s
In highlighting the business advantages
Central People’s Government (CPGLO) in
business advantages.
of Hong Kong, Miss Tang said, “The HKthe HKSAR and the Hong Kong Economic
In the seminar, the Chief Executive OfSAR Government is committed to offering
and Trade Office in Guangdong. Supportficer, China & Hong Kong of Tricor Group,
a business-friendly environment, an open
ing organisations included the Hong Kong
Mrs Natalia Seng; the Special Representative
economy, world-class infrastrucand Macao Affairs Office of the
of Southern China, Hong Kong Exchanges
ture,
a
low
and
stable
tax
regime,
Xiamen Municipal Government,
===
===
and Clearing Ltd, Mr Franky Chung; and the
and professionals equipped with
the Xiamen Municipal Bureau of
On the back of
Chief Brand Consultant and Chief Designer
an international perspective and
Commerce, the China Council for
the country’s
of Maxi Communications Ltd, Mr Charles
knowledge of the Mainland Chithe Promotion of International
economic
Ng Chau-chun, spoke about Hong Kong’s
na market. Our city is an excellent
Trade Xiamen Committee and
growth and the
taxation regime and how the city’s financial
testing ground for Mainland comthe Xiamen General Chamber of
national policy
services sector can help Mainland enterprises
panies to ‘go global’ and access the
Commerce.
of encouraging
in mergers, acquisitions and restructuring;
world market.”
The seminar began with reenterprises to
Hong Kong securities market opportunities
Miss Tang emphasised, “On
marks from the Deputy Directorgo global as
and listing requirements; and how Mainland
the back of the country’s economGeneral of the Economic Affairs
companies can expand their domestic and inic growth and the national policy
Department and Head of the stipulated in the
National 12th
ternational operations.
of encouraging enterprises to go
Commerce Office of the CPGLO
Five-Year Plan,
2013 marks the 13th consecutive year that
global as stipulated in the Nain the HKSAR, Mr Yang Yi; the
many Mainland tional 12th Five-Year Plan, many
InvestHK has exhibited in the Hong Kong
Deputy Director General of the
Pavilion at CIFIT. The exhibition showcases
Department of Outward Invest- enterprises have Mainland enterprises have plans
plans to expand
a wide spectrum of Hong Kong services and
to expand overseas. As an internament and Economic Cooperation
overseas
how the city can assist Mainland enterprises in
tional city with extensive internaof the Ministry of Commerce, Mr
expanding their overseas operations through
tional
marketing
networks,
worldZhou Zhencheng, and Associate
===
===
its business and trade platform. n
class financial markets, and free
Director-General of Investment
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R E G ULA T O R S

SFC and SEHK Publish Revised
Joint Policy Statement Regarding Listing
of Overseas Companies
It is comprehensive, and should facilitate a clear understanding of the ways in which listing
of overseas companies can be achieved in line with regulatory expectations

T

he Securities and Futures Commission
(SFC) and The Stock Exchange of Hong
Kong Limited (SEHK), a wholly-owned subsidiary of Hong Kong Exchanges and Clearing Limited (HKEx), today published a revised Joint Policy Statement regarding the
listing of overseas companies (revised JPS) to
replace the JPS issued in March 2007 (Note 1).
The objective of the revised JPS is to:
• promote transparency in the listing
process;
• provide regulatory certainty for overseas companies seeking either primary
or secondary listing in Hong Kong; and
• maintain the quality of Hong Kong’s
financial market, which is recognised
for its high standards of regulation, investor protection and corporate governance (Note 2).
“The revised JPS consolidates all relevant
issues regarding listing of overseas companies
into a single document. It is comprehensive,
and should facilitate a clear understanding of
the ways in which listing of overseas companies can be achieved in line with regulatory
expectations,” the SFC’s Chief Executive Officer, Mr Ashley Alder said.
“Setting out our approach in the revised
JPS enables us to adapt our requirements
quickly. It also provides transparency on our
approach to help those overseas companies
planning to make a listing application,” said
Mr David Graham, HKEx’s Chief Regulatory Officer and Head of Listing.
The key elements of the revised JPS are:
• Shareholder protection standards – refining key shareholder protection standards by removing from the revised JPS
those already covered by the SEHK
Listing Rules;
• Regulatory co-operation arrangements

vernanceAsia

00 April-June 2013

quirement for equivalent shareholder protec– expanding the regulatory co-operation
tion standards in the Listing Rules. n
arrangements expected to be in place with
relevant overseas jurisdictions;
Notes:
• Accounting and auditing related and
1. The JPS issued by the SFC and SEHK in
other disclosure requirements – providing
March 2007 was aimed at facilitating the listing of
guidance on acceptable overseas accountoverseas companies by clarifying requirements in the
ing and auditing standards;
Listing Rules of SEHK and providing a clear road• Practical and operational matters – highmap for potential issuers and their advisers to refer to
lighting some practical or operational
regarding key shareholder protection matters.
matters that overseas companies contemAt the time, only the United Kingdom, Australia
plating a listing in Hong Kong may enand two provinces in Canada (British Columbia and
counter, such as cross-border clearing and
Ontario) were acceptable jurisdictions of incorporasettlement;
tion (jurisdictions of incorporation the Listing Com• Suitability for secondary listing – clarifymittee of SEHK found acceptable for listing in addition to the recognised jurisdictions of Hong Kong, the
ing the approach to vetting the suitability
Cayman Islands, Bermuda and the People’s Republic
of companies applying for secondary listof China. By identifying the key shareholder protecings; and
tion standards that must be met to be an acceptable
• Waivers – providing guidance on the
jurisdiction, the JPS made it possible for applicants
common waivers the SEHK is prepared
from a much wider range of jurisdictions to list in
to grant an overseas company with, or
Hong Kong. To date, the Listing Comseeking, a listing and on the
mittee has approved, in principle, 21 ac===
===
waivers that are automatically
ceptable jurisdictions of incorporation.
granted to companies with, or
SEHK maintains a list of these ju“Setting out
seeking, a secondary listing if
risdictions on its website: http://www.
our approach
they meet the criteria described
hkex.com.hk/eng/rulesreg/listrules/listin the revised
sptop/listoc/list_of_aoj.htm
in the revised JPS.
JPS enables us
2. An overseas company can apSEHK has requested and been
to adapt our
ply for a primary or secondary listing in
granted the SFC’s consent for these
requirements
Hong Kong. A primary listing results
waivers. The SFC and SEHK
quickly. It
in the company becoming fully subject
have agreed that SEHK will likely
also provides
to the Listing Rules. If an overseas
amend the Listing Rules in the lontransparency on company is already listed on another
ger term to incorporate the experiexchange, it can apply for a secondary
our approach
ence SEHK gains from using the
listing in Hong Kong. A company with
to help those
revised JPS in practice.
a secondary listing in Hong Kong will
overseas
SEHK aims to publish a Counbe principally regulated by the rules and
companies
try Guide for each acceptable jurisauthorities of the jurisdiction where it
planning to
has its primary listing. An overseas comdiction by the end of 2013 setting
make a listing
pany can opt for a dual-primary listing
out, among other things, compreapplication
where it is subject to the full requirehensive and user friendly guidance
ments of both Hong Kong and another
===
===
on how companies incorporated
jurisdiction.
in the jurisdiction can meet the re-

“

”
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Thailand’s NACC
Commemorated 2nd Anniversary
of IACA
IACA’s mission is ‘to deliver and facilitate anti-corruption education and training for
professionals and practitioners from all sectors’

I

ACA was established as a
full-fledged international
organization on March 8,
2011 after the inaugural conference was held on September 2-3, 2010 in the Hofburg
Congress Center in Vienna,
Austria. The organization’s vision is to be an ‘international,
innovative and globally renowned center of excellence,
which empowers professionals’ for the international
community to combat corruption, and to advance the
goals of the United Nations
Conventional against Corruption which entered into force
in 2005. IACA’s mission is ‘to
deliver and facilitate anti-corruption education and training for professionals and practitioners from all sectors’. Its
inaugural class of IACA Master in Anti-Corruption Studies was launched in February
2013 with 31 participants
from 17 countries. The seat of
the Academy is in Laxenburg,
Austria.
The forthcoming session
of the Assembly of Parties to
the Academy is to be held in
Bangkok, Thailand, on December 9-11, 2013 to coincide with the annual International Anti-Corruption Day
of December 9. The event expects over 200 delegates from
all over the world. n

Vienna, Austria – 8 March 2013 – The National Anti-Corruption Commission (NACC) of Thailand commemorated the second anniversary of the establishment of the International Anti-Corruption Academy
(IACA) as an international organization with a view to bolstering efforts from State signatories and parties, along with its international partners in their fight against corruption.

NACC President Mr. Panthep Klanarongran and NACC Commissioner
Prof. Dr. Pakdee Pothisiri, who also
serves as a member of the IACA
Board of Governors, congratulated
IACA Dean and Executive Secretary
Mr. Martin Kreutner on the progress
and development of the organization.
They were accompanied by NACC
Commissioners Mr. Klanarong
Chanthick, Mr. Vichai Vivitasevi, and
Pol.Gen. Sathaporn Laothong, Advisor to NACC President Miss Somlak
Judkrabuanphol, NACC SecretaryGeneral Mr. Narong Rathamarit,
and Assistant Secretary-General Mr.
Chairat Khanittabutr.
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Complying With Global
Anti-Corruption Legislation
prevention is always better than cure, and the financial and reputational impact of
an investigation on a company is often overlooked
Protecting your organization
The UK Bribery Act is very clear when it comes
to corporate responsibility for bribery and corruption. Under this law, companies can be prosecuted
for failing to implement the necessary policies and
procedures to prevent bribery. The US Foreign
Corrupt Practices Act (FCPA) takes a similar,
albeit less hard-line approach to the issue of corporate responsibility, and as such it is essential for
Asian organizations that fall under their remit to
develop a robust anti-corruption framework that
actively aims to prevent corruption and mitigates
the risk of violations. Other jurisdictions also have
strict anti-corruption legislation with or without
extra-territorial reach. Even though historically
anti-corruption legislation may not have been
diligently enforced, the trend is quickly changing,
following FCPA’s footsteps.
In order to properly protect your organization against bribery and corruption and mitigate
the risk you face, there are four key steps companies in Asia should follow. These steps are widely
recognized as tried-and-tested best practices,
implemented by leading companies all over the
world as a defense against FCPA and UK Bribery
Act violations.
Step one: Risk assessment
The first step in developing a robust anti-corruption framework is actually to take a step back and
properly assess the risk you face under your industry business model and structure. While it is advisable to engage the help of an external advisor with
experts trained to identify and assess risk, there
are typically four key areas of risk that companies
should review:
Internal risk: Unless you are a sole individual
working for yourself, there is always going to be
an inherent internal risk of bribery and corruption
present in your company from the people who
work for you. As such, it is important to gauge
the level of exposure you face from within. This
can be done by asking, among others, several key

questions. Have you properly screened your employees for previous corrupt activity? Have they
been properly trained in compliance best practices? Do they thoroughly understand the company’s
policies around gifts, entertaining and travel expenses? Do they have associations that could potentially expose your organization to accusations
of bribery? Do you ask your employees to commit
to the company’s code of conduct?
Country risk: The geographies in which you
operate also play a role in determining your exposure to risk. Do you operate in countries that
are perceived to have high levels of corruption?
Where do they rate on Transparency International’s Corruption Perceptions Index? Does the
country have lax penalties when it comes to bribery and corruption?
Transactional risk: Smart companies also assess the level of transactional risk they are exposed
to. How does your organization go about obtaining licenses and permits? How regularly do you
sell to government bodies and how do you go

At a glance:
The anti-corruption framework
1. Top-level commitment and tone from
the top
2. Compliance program developed
based on a comprehensive risk
assessment
3. Clearly defined roles and
nresponsibilities
4. A strongly articulated code of conduct
5. Ongoing communication and
training for employees and vendors
6. Strong internal financial controls
7. Employee and vendor screening
8. Whistleblower reporting system
9. Strict disciplinary procedures for
violations
10. Robust monitoring and review

about this? Has your company traditionally paid
facilitation payments and made political contributions to help secure contracts and licenses? Do you
have government-linked clients? Are you operating in an industry where your competitors have
faced corruption charges?
Third-party risk: Under the FCPA and the
UK Bribery Act, you are also accountable for the
transactions completed on your behalf by vendors, partners and agents. As such, you must be
confident that these parties are acting ethically
when conducting business on your behalf. Have
you conducted adequate background screening
on your agents and vendors? How transparent
are your business partners about their business
protocols? Do they have a history of corrupt
practices and bribery?
When assessing the risk of corruption within
your company, it is important to explore not only
the likelihood of a violation occurring, but also
the potential financial and reputational impact on
your business.
The impact to your business is not the
amount of bribe that you pay but the fine you
may be charged – which often includes disgorgement of profits – and the reputational impact,
which could cause the downfall of the business.
Step two: Assessing your current controls
Once you have properly assessed your level of
exposure and identified the areas of high risk, it
is important to assess how effective your existing
anti-corruption systems, controls and procedures
are in mitigating the risks you face.
Again, there are several critical questions you
should ask when conducting a review. Do your
policies address all areas of bribery and corruption
risk you are exposed to? How do you go about
communicating these procedures? Have you
implemented adequate training to ensure your
employees not only understand but also adhere to
your policies? Doyou have an effective internal audit function to ensure compliance? What employ-
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ee and third party screening policies do you have
in place? How do your policies help identify corrupt activities? And have you clearly outlined how
the company will react if it suspects bribery and
corruption, either from employees or third parties? What are the gaps between risk and control?
Once you’ve answered these questions, your
anti-corruption policies and procedures may need
to be updated, expanded and enforced in order to
ensure inclusion of the critical elements of a robust anticorruption framework.
Step three: Developing a framework
that works
In order for any anti-corruption framework to
be successful, it is essential that the company’s
senior management act as champions and
clearly demonstrate their commitment to best
anti-corruption practices. Further, the company
should have at least one Board member who is
well qualified in enterprise risk management
and compliance issues.
The framework should include a clearly articulated code of conduct and compliance that
strictly prohibits bribery and corruption, provides
reporting channels and clearly outlines the disciplinary procedures the company will undertake if
violations are uncovered.
This code should be communicated throughout the organization, in multiple languages if necessary, on an ongoing basis. All existing and new
employees should be formally trained in the code
of conduct and understand the consequences they
face if they are found to be in breach. This communication and training should be completed
periodically and not simply upon joining the
company. Employees should be provided with
practical examples to assist them when facing unethical requests such as corrupt payments.
The code of conduct should also be properly
communicated to all foreign agents, distributors
and vendors who operate on behalf of the company. Written contracts should be prepared for all
employees, vendors, distributors and third-party
agents, citing this code.
The company should ensure it has sufficiently stringent financial controls in place to prevent corrupt payments being made on behalf of
the company, with multiple checks in place. This
should also include clear limits on staff expenditure – whether in terms of third-party invoices or
entertainment accounts.
A comprehensive whistleblower reporting
system should be established and properly communicated throughout the company, including

About Kroll Advisory Solutions
Kroll Advisory Solutions, a global leader
in risk mitigation and response, delivers
a wide range of solutions that span investigations, due diligence, compliance, cyber security and physical security.
We help legal and compliance officers
develop and manage comprehensive due diligence, anti-money laundering and supplier
management programs with technology-enabled platforms to promote compliance with
global anti-corruption legislation. We also
assist clients by conducting investigative due
diligence on prospective transactions and
suppliers, evaluating business opportunities
and strengths and weaknesses of competitors, investigating traces of fraud and misconduct, and gathering facts and intelligence
to support successful litigation, operational
and PR strategies.
Kroll Advisory Solutions is recognized
for its expertise, with 40 years of experience
meeting the demands of dynamic businesses and their environments around the
world. Asian operations are headquartered in
Hong Kong, with officesin Beijing, Mumbai,
Shanghai, Singapore and Tokyo. Kroll is an
Altegrity company.
an anonymous, confidential hotline that employees can call if they suspect corrupt practices.
This system should also be extended to vendors
and agents.
The anti-corruption framework should also
incorporate rigorous vetting of all employees,

business partners, foreign agents, distributors,
customers and vendors, with a view to ensuring
they do not have a history of corrupt practices or
questionable alliances. Background screening of
stakeholders should be also performed on existing relationships.
Step four: Ongoing risk assessment and monitoring protocols
While all of these steps are critical, perhaps the
most important step to protecting your organization against bribery and corruption is to
ensure the ongoing monitoring of all business
activities and the routine updating of all policies
and protocols.
You should also update your risk assessment matrix on a regular basis. How frequently
this should occur depends entirely on the level
of risk to which you are exposed; however, as a
rule, it should be done no less than once a year
or every time your company expands to new
countries or markets or when new legislation or
amendments are enacted.
At the end of the day, the cost of being
found in violation of global anti-corruption
legislation is high, and given the ever-increasing
scrutiny on the region from regulatory watchdogs and the growing number of Asian companies under investigation, now more than ever
companies within the region need to ensure
they have the proper systems, processes and
controls in place to protect themselves against
bribery and corruption. After all, prevention is
always better than cure, and the financial and
reputational impact of an investigation on a
company is often overlooked. n

Kroll’s Complying With Global Anti-Corruption Legislation: Perception Versus Reality
Kroll’s Complying With Global Anti-Corruption Legislation: Perception Versus Reality campaign
aims to help Asian companies better understandtheir potential exposure under the FCPA and the
UK Bribery Act and promote compliance to better protect themselves against violations.
The campaign will explore the reach that anti-corruption legislation has in Asia and how it really
impacts your organization, explain steps that can be taken if you suspect or uncover a violation, and
discuss how you can promote compliance to better protect your company against corruption in a
series of articles, webcasts and events over the coming months.
To ensure you don’t miss an update, please visit www.krolladvisory.com/ reports/anti-corruptionasia to join our community of interest.
For more information on how to protect your organization against corruption and bribery, please contact:
Harbour Road
Tel: +65 6645 4941
Penelope Lepeudry
Wanchai, Hong Kong
Email: plepeudry@kroll.com
Managing Director
Tel: +852 2884 7788
David Liu
30 Cecil Street
Email: dliu@kroll.com
Managing Director
#19- 05/06 Prudential Tower
1701-02 Central Plaza, 18
Singapore 049712
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Corporate Governance:
Directors’ Public Duty
Concerns over failure of company directors in managing their personal integrity and
discharging their director duties
“It takes 20 years to build a reputation and
five minutes to ruin it. If you think about
that, you’ll do things differently”
–Warren Buffet
The article is contributed by the Hong Kong
Ethics Development Centre, ICAC

T

here is perhaps no better way than
these words from the world renowned financial guru to stress the
importance of good corporate governance
practice, which is absolutely crucial for the
reputation and survival of listed companies
and company directors alike.
Whereby the practice of good corporate
governance is conducive to creating a level
playing field, its deficiency poses significant
downside risks: any shortchange is one quick
and sure way to ruin any hard-earned reputation and depress the company market value.
The Hong Kong stock market has not
only been vibrant as usual but also soaring
breezily in the number and size of public listings of foreign and largely mainland
Chinese companies in recent years, much
to the envy of other global financial centres.
However, headline news on malpractice of
C-suite executives of listed companies is immediate dampener with no quick fix.
Much more disturbing are signs that
corporate governance failures are caused
by lapses of company directors: the failure
of company directors in managing their
personal integrity and discharging their director duties. These were revealed in some
recent cases handled by the Hong Kong
Independent Commission Against Corruption (ICAC) and enforcement cases from the
Hong Kong Securities and Futures Commission (SFC), which demonstrated increasing
incidences of iniquity like corruption, conflict of interest, insider dealing, embezzle-

ment, falsifying documents, etc.
Despite its status as a global financial
centre, the Hong Kong economy is still
comprised of a large number of non-listed
companies and small-to-medium enterprises
(SMEs) which could become listed one day,
says Dr. Caryle Tsui, the Chief Executive
Officer of The Hong Kong Institute of Directors (HKIoD).
“They should be taught about corporate
governance, to prepare them for future expansion,” she said.
“Directors of listed companies are also

required to have continuing professional development to catch up with new regulatory
requirements and compliance duties so as to
be properly accountable to shareholders.”
Why is corporate governance so important to Hong Kong?
“An effective corporate governance is essentially a set of mechanisms that cultivate
and maintain the trust between capitalists
[the capital providers] and entrepreneurs,
without which the capitalists will walk

away and there won’t be any thriving capital markets, let alone being a global financial
centre,” said Professor Wayne Yu, who specialises in corporate governance issues at the
Graduate School of Business at the Hong
Kong Polytechnic University.
According to the Hong Kong Exchanges
and Clearing Limited (HKEx), Hong Kong
finished in the top five globally in terms of
IPO funds raised for 10 straight years, a
distinction only shared with the New York
Stock Exchange among global exchanges.
Hong Kong also finished first in the World
Economic Forum’s Financial Development
Index 2011, the first time an Asian city has
topped the rankings. And the city continued
to top the list in the 2012 report.
Hong Kong is also fast becoming the
leading financing market for world mineral
and exploration companies and a major base
for hedge funds.
In addition, apart from being the first
offshore yuan business centre to launch investment products denominated and cleared
in the Chinese currency, Renminbi, Hong
Kong is also the first and largest market outside mainland China for Renminbi bonds,
otherwise known as dim-sum bonds.
Corporate governance failures do not
just affect the companies concerned, the
HKEx says, as recent events show that they
can seriously affect the reputation of the
market as a whole. That in turn can affect
investor confidence and thus affect other
companies with good governance.
The negative impacts of corporate governance failures were also reflected in past
ICAC cases involving listed companies. The
court condemned such failures which had
tarnished the image of Hong Kong as an
international financial centre, and tended to
impose harsh sentences to maintain a level
playing field in the market.
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ments; conspiracy to exaggerate company’s
So what exactly is corporate governance
dertook by HKEx and published in its Conperformance; misuse of insider information
and what makes good corporate governance?
sultation Conclusions in October 2011 - the
and conflicts of interest.
Corporate governance, according to Inresulting new Corporate Governance Code
In a case involving corruption and insidvestopedia, is the relationship between all the
was substantially expanded following the reer dealing, three people, including a former
stakeholders in a company. This includes the
view and put into effect on 1 April 2012 - the
executive director of a listed company, were
shareholders, directors and management of a
amendments include additional clarification
jailed for their respective roles in a bribery
company, as defined by the corporate charter,
on the duties of directors and their ultimate
scam in relation to the purchase of shares.
bylaws, formal policy and rule of law.
responsibility to the company.
The former executive director and the
Broadly speaking it is about the set of
These amendments also stressed the sigco-defendants agreed to use the funds of
systems, principles and processes by which a
nificance of company directors in dischargan investment company to buy 15 million
company is governed. Consider for example,
ing their duties and the disciplinary actions
shares of the listed company.
the UK Corporate Governance Code (formerHKEx may exercise if they failed to do so.
The rainfall from the resulting boost on
ly the Combined Code) sets out standards of
HKEx also encourages directors to refer
the share price was then shared amongst the
good practice in relation to board leadership
to the Companies Registry’s and HKIoD’s
defendants.
and effectiveness, remuneration, accountabilguidance because they provide useful and
In another case, the former chairman of
ity and relations with shareholders.
practical guidance to directors which are not
a listed company was charged by the ICAC
But the salient point to stress is, good
possible to include in the Rules.
and eventually sentenced to three years imcorporate governance is not just about havNobody would dispute the fact that
prisonment for embezzlement and
ing the right policies and procedures
fraud to the tune of HK$63 milin place. It is also about having these
Case of insider dealing (source from SFC): lion on two public companies.
embedded into the culture of the orThe case also involved several
ganisation from the very top down
The non-executive director of a Hong Kong listed firm was recently
other senior executives ganged to
– and thus amplifies how the role of
sentenced to 5 months imprisonment, suspended for two years and
create a large amount of false docudirectors comes into the picture.
fined for HK$50,000 after being found guilty of pocketing a gain
ments, including publishing false
In the Corporate Governance
of HK$80,000 from insider dealing on privileged information.
statements in the annual report, to
Review 2011 released in early 2012
The director bought 4,000 shares the same day after he heard
cover their tracks and misapproby auditing firm BDO, it was found
from the company CEO about a board meeting later that afterpriation of corporate funds.
that compliance with disclosures in
noon regarding a deal whereby a substantial shareholder would
The former chairman, subsecorporate governance reports on how
offload its shares and a general offer by another party for all shares
quently disqualified from being
internal controls and risk managein the company that would value the shares 25 percent above the
company directors for eight years,
ment had been conducted fell short
prevailing market price.
testified against several other coof expectations in the 232 major
The defendant pleaded not guilty at the trial. He claimed to be
defendants after pleading guilty
Hong Kong listed companies in the
intoxicated and had forgotten his role as an independent non-execto six charges, including three of
Hang Seng Composite Index.
utive director but had no intent to profit from his trading when he
conspiracy to defraud, one of con“Our study revealed more listed
bought the shares. The judge rejected all his claims and convicted
spiracy to steal, one of theft and
companies failed to fully comply with
the defendant of insider dealing.
one of dealing with property supthe related regulations especially in
posedly to represent proceeds of an
respect of providing disclosures on
indictable offence.
their practices,” according to the BDO study
company directors are expected to serve
In another case involving two former ex.
as the helmsman of their company. They
ecutives of a listed company, the dual were
In the CLSA-Corporate Governance
are expected to practice ethical leadership,
charged by the ICAC and sentenced to four
Watch 2010, Hong Kong slid back to secimplement and maintain strong governance
years imprisonment for their conspiracy to
ond place after having dethroned Singapore
practices and uphold their personal integdefraud the company and its subsidiaries
for the first time in 2007. The ranking of the
rity, especially when they, in their specific
through bogus agreements.
two places remained the same in the Corporole and function, may encounter different
The former chairman and the former
rate Governance Watch 2012.
challenges and risks associated with corrupexecutive director dishonestly engaged,
“The quality of continuous disclosure of
tion, fraud, malpractice or other unethical
without the knowledge of the board, two
material events has been found wanting,” acbehaviour which would, almost overnight,
contractors to sign three consultancy agreecording to the report.
erode any business success and tarnish the
ments worth HK$12 million with a subThe disclosure of material events, of
hard-earned reputation of the company in
sidiary of the listed company. In reality, the
course, has every relevance to the conduct
the long run.
contractors, under the control of the two
of company directors and understandably
Some areas of concern reflected by past
former executives, never offered any consulbecomes a major concern for the regulators.
ICAC cases include: embezzlement and mistancy services at all.
Hence it was no coincidence that in a
appropriation of corporate funds; accepting
Not only did these three cases illustrate
review of the Listing Rules and the Code unor offering advantages; fabricating docuCorporateGovernanceAsia 67 October/December 2013

