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Preface 

 
This report is the result of technical assistance provided by the Economic Modernization through 
Efficient Reforms and Governance Enhancement (EMERGE) Activity, under contract with the 
CARANA Corporation, Nathan Associates Inc. and The Peoples Group (TRG) to the United 
States Agency for International Development, Manila, Philippines (USAID/Philippines) 
(Contract No. AFP-I-00-00-03-00020 Delivery Order 800).  The EMERGE Activity is intended 
to contribute towards the Government of the Republic of the Philippines (GRP) Medium Term 
Philippine Development Plan (MTPDP) and USAID/Philippines’ Strategic Objective 2, 
“Investment Climate Less Constrained by Corruption and Poor Governance.”  The purpose of the 
activity is to provide technical assistance to support economic policy reforms that will cause 
sustainable economic growth and enhance the competitiveness of the Philippine economy by 
augmenting the efforts of Philippine pro-reform partners and stakeholders.   
 
This technical report was written by Dr. Victor S. Limlingan, after 3 months of consultations.  It 
was requested by National Economic Development Authority (NEDA) Director-General and 
Socio-economic Secretary Romulo L. Neri.  Dr. Victor S. Limlingan is a Full Professor of 
Business Management at the Center for Development Management of the Asian Institute of 
Management.  In addition to his business experience, he became involved in public policy 
making as a deputy to the Philippine representative to the Asian Development Bank and as a 
Board Member of the Civil Aeronautics Board.  He holds a Doctorate in Business 
Administration from the Harvard Business School. 
 
The views expressed and opinions contained in this publication are those of the author and are 
not necessarily those of USAID, the GRP, EMERGE or the author’s parent organization. 
 
 

 

 



 
 
 
 

ABSTRACT 
 

Strategic Development Initiatives 
 
 
 
Prepared as a conceptual paper for NEDA Director General Romulo L. Neri and based on 
actual participation in and discussion of present policies with public policy makers, the 
paper presents the possible strategic development initiatives in the mining industry, 
infrastructure financing, agricultural research and reforestation. The paper also presents a 
research approach to crafting a Muslim Management System based on "The Roots of 
Japanese Management" and on linking with academic institutions in Muslim Mindanao. 
All this within the framework of the Medium Term Philippine Development Plan 
(MTPDP) of economic progress and poverty eradication.  Based on discussions with 
public policy makers, the paper presents its strategic assessment on:  1) the need for a 
"business model" for all economic undertakings of government; 2) the need to confront 
the issue of corruption in projects and privatization programs of the government; and 3) 
the alternative of a market-based approach i.e. public listing to eliminating corruption.  
Based on this strategic assessment, the paper proposes several strategic development 
initiatives in:  1) the reforestation program; 2) the agricultural research program; 3) 
networking with academic institutions in Muslim Mindanao; 4) corruption prevention 
initiatives; and 5) revival of the mining industry 
 
 
 



 
 
 

TABLE OF CONTENTS 
 
 
 

Background............................................................................................................................... 1
 
I.  Strategic Development Initiatives for the Philippines.......................................................... 1 

 
A.  Proposed Development Finance Initiatives..................................................................... 1 

1.  The Mining Industry .................................................................................................... 2 
2.  Infrastructure................................................................................................................ 2 
3.  Agriculture ................................................................................................................... 3 
4.  Reforestation Program ................................................................................................. 4 

 
B.  Filipino Management Systems ........................................................................................ 5 
 
C.  Academic Network for the Development of Filipino Management Systems ................. 5 
 
D.  Anti-Poverty Network..................................................................................................... 5 

 
II. Strategic Assessment............................................................................................................ 6 
 
III. Action Plan.......................................................................................................................... 6 

 
 

 



 

Strategic Development Initiatives 
 

Final Report and Presentation 
by 

Dr. Victor S. Limlingan 
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Background 
 
NEDA Director-General and Socio-economic Planning Secretary Romulo L. Neri requested 
technical assistance from USAID/Philippines under the EMERGE project to help implement 
the Medium Term Philippine Development Plan (MTPDP) 2004-2010.  The Plan envisaged a 
comprehensive strategy of growth based on the basic task of fighting poverty by building 
prosperity for the greater number of Filipinos.  This is to be achieved under a 10-point legacy 
that will comprise the major policies and programs that will win the war on poverty.  More 
focused action strategies call for the promotion of livelihood, strengthening of education, 
attainment of fiscal stability, decentralized development and sustained national harmony. 
 
As part of this comprehensive strategy, there is a need to identify those specific areas where 
concentrated public and private initiatives would catalyze specific sectors of Philippine 
society, economy and resources and so contribute significantly to the attainment of the goals 
of the MTPDP.  This strategic development initiative comprises strategic development 
financing and developing business management systems that fit the Philippine culture and 
society.  With these components, the Philippine government will be more able to leverage the 
considerable but largely untapped human resources that are in greater abundance. 
 
As this involves a multi-phased strategy, this phase shall cover only the preparation of the 
conceptual paper upon which a more comprehensive program will be developed. 
 
In the process of preparing the conceptual paper, it is envisioned that in addition to 
undertaking a review of reports and conducting interviews, the conceptual paper be grounded 
on actual involvement of the Consultant in the discussion and crafting of public policies as 
well as with engaging policy makers in mapping out areas and scopes for possible 
development initiatives. 
 

I.  Strategic Development Initiatives for the Philippines 

A.  Proposed Development Finance Initiatives 
 

Over the past three months of research undertaken towards meeting the objectives of 
this technical assistance and more importantly of presenting, discussing and exploring 
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with Secretary Romulo L. Neri the emerging ideas and alternative strategic initiatives, 
the following areas were considered: 

1.  The Mining Industry 
 
The recent decision of the Supreme Court as well as the Presidential 
Executive Order 270, providing for a National Policy Agenda for Revitalizing 
Mining in the Philippines, has attracted the attention and the interest of 
foreign mining companies. 

 
Instead of passing through the traditional and lengthy process of exploration 
prior to actual operation, several of the foreign mining companies have sought 
alternative ways proceeding immediately to operation. 

 
In several meetings with these companies several approaches have been 
identified for their consideration: 

 
1) Take-over of listed mining companies with valid and attractive claims, 

but which became dormant operationally as a result of past 
government policies and past industry downturn. 

 
2) Bid for similarly situated mining companies foreclosed by government 

financial institutions. 
 

3) Take-out the banks which have financed these similarly situated 
mining companies and so are burdened with Non-performing Loans. 

 
4) Enter into joint venture with the Natural Resources Development 

Corporation, the corporate arm of the Department of the Environment 
and Natural Resources. 

2.  Infrastructure 
 
A review of the causes behind the lagging global competitiveness of the 
Philippines has been its poor infrastructure. The conventional assessment was 
that such shortcoming is attributable to lack of funding. For this reason, the 
alternative funding for infrastructure through Build-Operate-Transfer has been 
touted as the innovative development finance alternative.  

 
Our initial assessment brings the premise into doubt. For one, the B-O-T 
proponents have always asked for government guarantee thereby negating the 
argument for its use in the first place. (If government does not pass the 
financing and the risk to the proponent, what is their role then?)  On the other 
hand, the proponents structure the agreement in such a way that when the 
project succeeds, the proponents capture most of the profits while the 
government endures on the public outcries on the exorbitant fees.  In sum 
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then, the B-O-T scheme is worse than the more traditional mode of financing 
in that the government takes all the risks and the proponents take all the gain.  
 
Moreover, as the previous B-O-Ts have been structured this lucrative way, the 
proponents have been demanding exorbitant premiums for these highly 
lucrative agreements and have refused to accept less lucrative extensions of 
their previous schemes. In addition, prospective B-O-T proponents have 
demanded the same lucrative conditions embedded in past contracts. 

 
The Build-Operate-Transfer (BOT) structure has to be reconsidered if the 
initial findings are confirmed. Alternative financing schemes may have to be 
researched. 

 
Such alternatives could be based on this fact:  while the government is cash-
poor it is asset-rich.  The government owns a significant amount of public 
land and has the sole power to reclaim foreshore lands.  And yet these assets 
are not used in lieu of cash. 

 
 A possible alternative would draw from the practice in the real estate industry 

in the Philippines where a landowner contributes his raw land to a joint 
project with a real estate developer.  The real developer advances all the 
money to bring the project to completion.  Both land owner and developer 
then share the profits in previously agreed-upon proportions. 

 

3.  Agriculture 
 
One of the ironies of Philippine agriculture is that the Philippines, through the 
International Rice Research Institute (IRRI) and the UP School of Agriculture 
in Los Banos, played a leading role in the research leading up to the Green 
Revolution.  And yet the Filipino farmers have not significantly benefited 
from the fruits of such research.  One explanation offered by agricultural 
experts is that research findings were not converted into commercial products 
and services by the Filipino farmers.   

 
In response to this, the government has established several agricultural 
universities in different regions of the country.  These agricultural universities, 
as with the Philippine government, are cash poor but asset rich. They usually 
are endowed with thousands of hectares of agricultural lands. 

 
At the request of Secretary Neri, this consultant joined him in meeting with 
Mr. Charles Chen, President of 360 Media, and Mr. Jose Mari "Chelly" B. 
Ponce, Administrator, CEO and Chairman of the board of Directors of the 
Cagayan Economic Zone Authority.  Mr. Chen, representing Ping-Tung 
Agricultural Biotechnology Park of Taiwan, indicated the interest of the 
Biotechnology Center to enter into a joint venture agreement with CEZA to 
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operate agricultural farms utilizing their research findings.  Due to land 
limitations in Taiwan, Ping-tung has only 100 hectares of land available and 
so is looking for around 1,000 hectares of agricultural land to develop.  On the 
other hand, Cagayan province, which is very close to Taiwan, has substantial 
agricultural lands for development.  During the meeting, the group decided to 
tap the Cagayan State University, which has more than the required 1,000 
hectares. 
 

4.  Reforestation Program 
 
At the instruction of Secretary Neri, this consultant met with Natural 
Resources Development Corporation (NDRC) Alternate Chairman Victor 
Corpus to brief him on his views on the public policy issues involved in the 
Reforestation Program: 

 
These views proceed on the basis that the success of the Reforestation 
Program rests not on strict enforcement of the log ban (an impossible 
mission), but rather on the adoption of public policies that would encourage a 
reforestation program.  

 
Key points of such policies are as follows: 

 
1)  A log ban affects not only the loggers, but more importantly the buyers 

of the logs.  The log buyers constitute the bigger, more vocal sector of 
those opposing the log ban.  However, if their supply of logs is assured, 
they will no longer oppose it. The furniture makers of Pampanga are not 
complaining, as they have banded together to import logs from as far 
away as Brazil.  This must be done for the other users of logs. 

 
2)     The biggest cost component of a logging operation is not the cutting of 

the trees, but the construction of roads to bring the logs from the 
mountain down to factory sites.  Thus, in the United States, the 
companies have large forest concessions such that they could cut and 
reforest in one area, move on to other areas and have a concession so 
huge that when they finish with all the other areas, they could return to 
the original area to harvest the trees they have planted.  Since they will 
directly benefit from their reforestation efforts, this gives them the 
incentive to engage in reforestation.  Moreover, they are in a position to 
construct better roads as these roads will be used more than once. 
Finally, the capacities of processing plants, i.e. paper and plywood, are 
directly related to the size of the concessions.  Having large concessions 
would enable the loggers to establish globally competitive plants. 

 

 4



 

3) This need for giving large concessions raises issues of public equity. Thus, 
it is necessary to resort to public participation (public listing), inviting 
foreign investors and engaging in the trading of Carbon Emission Credits. 

 

B.  Filipino Management Systems 
 
This area of research focuses more narrowly on developing a management system 
specifically for Muslim Mindanao. The experience of the consultant as Professor at 
the Asian Institute of Management is that management is culture heavy, that is, 
success of management practices depends heavily on the culture of the people. This 
has been the basis for his course. 

 
The second premise of this area of research has come from an interview by the 
consultant with an ARMM official who used to be a fierce warrior of the Mindanao 
National Liberation Front (MNLF).  He found his present work bewildering and 
pined for the days when he led an army. 

 
In response, the consultant cited the Japanese during the Meiji Era, who observed that 
if Japan did not modernize like the Western countries, she would suffer the fate of 
China and be dismembered. 

 
The Japanese warriors then did the unthinkable and converted their martial skills into 
managerial skills.  Amazingly, they continued to use the Bushido, the Warrior’s 
Code, as the basis for the Japanese Management System. 

 
The consultant has prepared a PowerPoint presentation on “The Roots of Japanese 
Management” and presented it to three groups of government executives of ARMM. 

 
The next stage would have been to work with the academic community in ARMM to 
fashion a Muslim Filipino Management System. 

 

C.  Academic Network for the Development of Filipino Management Systems 
 
La Salle is setting up a network with the academic institutions in ARMM, but so far 
the consultant has not had the opportunity to present his paper on “The Roots of 
Japanese Management” to this community. 

 

D.  Anti-Poverty Network 
 

Thus far, the only area where an anti-poverty network can be established is through 
the reforestation program of the government. 
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II. Strategic Assessment 
 

The strategic development initiative concept of Secretary Neri has brought to the fore certain 
public policy issues which must be confronted. More specifically innovative financial 
instruments are useless and in fact damaging without the following: 

 
1) The need for a “business model” for all the economic undertakings of the 

government.  Clearly social and political objectives have to be met, but without 
economic sustainability brought about by a successful business model, projects will 
eventually have to be abandoned and scarce resources wasted.  Such lack of a 
business model in government projects could be due to two factors:  the lack of 
orientation of government executives on economic viability and the perverse effects 
of corruption. 

 
2) The issue of corruption must be explicitly confronted and formally addressed.  The 

present practice of evaluating projects without an explicit provision to prevent 
corruption should not continue.  In this connection, there are specific issues of 
corruption which must be addressed: 

 
a. The active role of the private sector in corruption.  The claim that corruption is 

always initiated by public sector has to be critically examined. 
 
b. The perverse effect of corruption on government efforts to follow sound public 

policies, i.e. privatization. 
 

3) The alternative of listing government corporations prior to privatization should be 
seriously explored as a market-based solution to corruption.  For example, sale of 
government shares in San Miguel and Meralco will be relatively corruption free since 
the market price of their shares is publicly known.  On the other hand, the sale of the 
government interest in Malampaya is highly susceptible to corruption.  (In the interest 
of full disclosure, the wife of this consultant is a member of the Philippine Stock 
Exchange).   

 

III. Action Plan 
 
We propose that the strategic development initiatives for Phase II should focus on the 
following: 

 
1.  Reforestation Program Development Initiatives: 

 
a. Review and revision of government policy on the importation of logs. 
 
b. Selection of Bukidnon Forests, Inc., as the core of an industrial tree plantation 

with the major components of public ownership, anti-poverty network, foreign 
participation and trading in Carbon Emission Credits. 
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2.  Agriculture Program Development Initiatives: 

 
This would involve arranging strategic alliances between the agricultural universities 
in the Philippines and agricultural research organizations in Asia and the rest of the 
world. 

 
3.  Networking with ARMM Academic Institutions: 

 
This would involve research on what would constitute a Muslim Filipino 
Management System. 

 
4.  Corruption Prevention Initiatives: 

 
a. Review of selected government projects for their susceptibility to corruption. 
 
b. Crafting of standard anti-corruption provision much like provisions on 

pollution or gender equality. 
 

c. Linkage with business organizations such as the Makati Business Club to 
require its members not to engage in corrupting public officials. 

 
5.  Monitoring of Developments in the Mining Industry 
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