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JOINT STATEMENT 

ON

“STABILITY IN LAW DRIVES BUSINESS AND INVESTMENT SUSTAINABILITY”

5 June 2008

Although there has been some modest growth in foreign investment recently, it is still no better (in inflation-adjusted terms) than it was in the mid-90’s, and it is the lowest amongst comparable countries in Asia. Capital investment by Filipinos in their own country has also seen little growth outside of the property market.

Today, there is a more than normal caution amongst investors today because of uncertainties introduced, not only at the national level where there have been policy flip-flops and unnecessary interventions into business, but also at the local level.

The national government promised companies that would establish their regional headquarters here that they would be exempted from local business taxes. Yet Makati City applies the taxes.

More recently, Hanjin Heavy Industries and Construction, while bringing in huge investment and employment, was threatened with closure by the local mayor who withheld its ECC for questionable reasons.

A glaring example of dysfunctional local autonomy is the decision by the Manila City Council to re-zone the Pandacan oil depot from industrial to commercial in view of the perceived safety risks posed to the neighboring community.  The Council failed to acknowledge that the depots were built in Pandacan first when it was classified as an industrial zone and that the neighboring community should not be there if the City had enforced the zoning laws that have been in effect since that time.

The Supreme Court has upheld the City Council’s action, effectively making “spot-zoning” now legally acceptable. Zoning ordinances should cover full political boundaries according to nationally determined guidelines.  They should undergo public hearings and thorough examination of the impact of such decision beyond just the proximate case.  Only after such a rigorous process has been completed should a comprehensive land use plan, and not spot zoning, be implemented.

If business is to be attracted, it should be confident that its investments will not be subject to arbitrary and unreasonable changes in policy.  We sincerely hope the Supreme Court will re-consider this decision as the potential for abuse by a local mayor or governor is frightening. Businessmen are not going to invest with such uncertainty hanging over their heads.

Rules of the game should not be changed while the players are still at it, unless there are real and compelling reasons for doing so.  In such cases, business must be adequately compensated for the expenses it incurred on the basis of original rules. There’s just no way an investor can assume risks associated with abrupt changes in legislation, regulatory requirements and bureaucratic red tape.  He will just go elsewhere.

We urge the Supreme Court to re-consider its decision, and for Congress to pass a law that imposes more responsible, fairer and more reasonable application of local autonomy; otherwise, the Philippines will remain the investment laggard in Asia.
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