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Good morning, ladies and gentlemen, and it is a pleasure to be with you today in Cebu City at the annual meeting of the Philippine Institute of Industrial Engineers or PIIE. 


I have been asked to speak on the National Competitiveness Council (NCC) which is a public-private sector partnership to identify and help address the areas of competitiveness that have to be improved in the Philippines.  As shown in my resume that is in the kit that you have, I am part of the private sector (and always have been) as I am also currently a Vice President of RCBC and also Vice Chairman of the Center for Global Best Practices, a Manila based firm that organizes workshops and conferences on best management practices – two  examples are forthcoming workshops one of which is entitled “Marketing to Seniors” and another is workshop on “Best Practices in Crafting Local and International Commercial Contracts” – there are some leaflets in the entrance for reference. I was also the Managing Partner of Arthur Andersen Vietnam (the Philippine member firm was SGV & Co.) and stayed in the country for around 12 years working with many different types and nationalities of clients including also having a multinational team in the Andersen office – managers and staff from France, the Philippines, New Zealand, Hong Kong, Japan, Singapore, Taiwan and Vietnam. 
 
Let me start by defining competitiveness and its two perspectives, namely, the microeconomic and the macroeconomic.

(Next slide please)


The microeconomic perspective is from that of the individual firm or company – competitiveness is a natural state for an enterprise as it needs to be competitive for it to grow, to have and increase market share; to grow in terms of revenue and profit and, most important, to grow in terms of employment as it is people that is a company’s most important asset and it is people that implement and execute strategies for growth and survival.  If a firm is not competitive, it shall die by going bankrupt – perhaps not in terms of assets but in terms of cash flow, i.e., inability to distribute/sell and, more importantly, inability to collect payment. 


Industrial engineering, as represented by the membership present here today (from industry and academe), is a key element in a Firm’s competitiveness due to your focus on operational efficiency in all aspects of manufacturing and service. 

(Next slide, please)


Competitiveness, as earlier mentioned, has a macroeconomic perspective – this is actually the perspective from a country or a nation – and has three main elements:

The first is that products or services must meet the test of the international markets while expanding the real incomes of its citizens – in other words, specially in this era of globalization and lowering of trade barriers (perhaps not as fast as non-trade), our products and services must be competitive outside our home country in terms of usage, quality, price, reliability and service.  True competitiveness means that the delivery of the product or service (not only domestically but also internationally) must be done in the RIGHT WAY the first time around! At the same time, there must be a trickle down effect to the citizens in terms of an increase of real income. 

Secondly, the quality and price of the service or product must be such that it can withstand foreign competition even within its domestic market without sacrificing domestic real income, i.e., fighting only in terms of price by minimizing wages paid to workers, etc. Unfortunately, many of our products fail this test and, particularly, in the past, the industries involved would always ask for protection and import restrictions rather than trying to be competitive.

Thirdly, the population in a truly competitive economy enjoys high and sustainable rising standards of living and employment. 

(Next slide, please)

In summary, macroeconomic competitiveness is measured by rising living standards or real income and open market conditions for the good and services produced by the nation. 

(Next slide, please)


The best approach to competitiveness is a partnership between the public and private sectors whereby business, government and civil society work together resulting in a better world.  There must be no partisanship or mistrust and all elements must be moving towards a common goal (including, as much as possible, a common approach).  Partisanship and mistrust leads to lost business opportunities (business does not wish to operate in an unsure environment particularly if investments are required), the government loses credibility and a society is divided.  I think that you, as industrial engineers and practitioners, can truly appreciate the need for partnership and cooperation in achieving success – just think of a company in which workers and management/owners do no trust each other, the result is no movement and/or inefficient operations. 

(Next slide, please)


Specifically, the public sector provides the conditions to promote prosperity and development – just think if the policies of government were protectionist, isolationist; and have no interest in education and training; how can we import, how can we trade, how can we develop the manpower pool?

(Next slide, please)


On the other hand, the private sector provides the engine for development as its task is to form new companies which create new jobs which provide new skills which lead to rising income and then again leads to more growth and productivity; innovation and products and services needed by the people.  The private sector also provides more opportunities – precisely because of its dynamic nature – for the people to grow and be empowered (it is the nature of private sector to delegate rather than control). 

(Next slide please)


In summary, the approach to competitiveness is that the engine for development is provided by business which then leads to economic growth; there must be a linkage between business, government and society to achieve the goals for the betterment of the people in terms of rising income and living standards; however, it is most important to AVOID PARTISANSHIP!  Thus, government ENABLES (through the policies that it promulgates) while business DRIVES for GROWTH and productivity (again, PIIE plays a leading role in increasing productivity by getting it RIGHT THE FIRST TIME!). Finally, the conditions for prosperity are innovative financing (a good example is how to engage the commercial banks in microfinance which is the sector that over 90% of our businesses are involved in); entrepeneurship (I was telling Audi Adiviso and Vic Co the other day that parents should tell their children “to look for business opportunities and not only to look for employment” – in other words, maghanap ka ng negosyo at hindi lang maghanap ng trabaho); and, finally, there must be mutual trust between the government and business sector (government officials must not think or perceive that a company only wants to make a profit while business should not think that government policies or requirements are obstructionist in nature). 


As you may appreciate, competitiveness is essential for the progress of a country both at the microeconomic (the Firm) and the macroeconomic (the Country) levels.  A country that is competitive, in terms of infrastructure availability, power rates, transaction flows, availability of people who are educated, trainable and qualified, legislation, judiciary system, etc., is an attractive place to do business and thus encourages domestic and foreign investments. 
(Next slide please)


Unfortunately, in key international competitiveness surveys (WB, IMD), the Philippines was always towards the bottom. Thus, the Philippines was not attractive to investors and it was perceived that other economies were more attractive.  The survey results were also confirmed by discussions/consultations with the business sector and also key public sector officials.  In view of the advantages mentioned above, the PPP approach (government provides the enabling environment while business drives development) was taken to address key factors that would improve our competitiveness ratings (however, please note that improvement is necessary not only because of the ratings but in fact, it is necessary for the improvement of the standard of living of our people!).
(Next slide please)


Executive Order 571 created the Council on October 5, 2006. The premise was that the PPP approach allows the private and government sectors to work together to encourage competitiveness and reforms (legal, regulatory, institutional and procedural.  

(Next slide please)


The EO’s mandate is to promote and develop national competitiveness through the implementation of the Action Agenda for Competitiveness. 

Let me briefly give a background on the Action Agenda – the Agenda was developed through extensive consultations with the business and public sectors to identify issues/projects that could promote and develop national competitiveness.  Close to a thousand people were consulted during this period through surveys, small group meetings and big group meetings – I recall a whole day session with different sectors (including labor and NGOs) that was held in AIM sometime in August as the consultation period was from June to September 2006. The results of the consultations were presented at a Competitiveness Summit meeting held in Malacanang in October 2006 where all the projects identified by the different sectors were presented to President Gloria Macapagal Arroyo in Malacanang as the Action Agenda (in other words, all participants agreed that the output would be action oriented and must be implemented and monitored). 

(Next slide please)


This slide shows the sectors that are critical for improving competitiveness:

1. Competitive Human Resources – the focus is on ensuring the availability of educated, qualified and trainable personnel. 

2. Efficient public and private sector management – this group tries to ensure that best management practices are introduced and implemented. 

3. Effective Access to Financing – if you recall, as mentioned earlier, financing is a key element in competitiveness. This is specially critical in our country where around 90% of enterprises are small and thus a critical issue is how to help the small and micro firms obtain financing considering that small firms have difficulty putting together a simple business plan – what more filling out the application forms required by commercial banks.  Financing is also a key element in encouraging entrepreneurship for without capital companies cannot be formed and cannot grow. 

4. Improved Transaction Flows and Costs – this group focuses on the forms and approval process in government, particularly national but also the LGUs, to facilitate the establishment and operations of companies. 
5. Seamless Infrastructure Network – this group tries to push for policies and implementing rules that bring down the cost of moving goods and services around the country.  All of us have heard how it is cheaper to import rice from Bangkok to Manila than to transport the rice from Mindanao.  Why is this so? What are the policies and issues that have to be addressed to facilitate movement?  This is an area that governments that have been centralized and with a one party system have an advantage. For example, in Vietnam, around three years ago, I went from Hanoi to the Chinese border – a distance of around 160 kms. The road was wide (three lanes on each side thus six lanes in total), well cemented, very little traffic but I could see that the road was being expanded on both sides by another two lanes each and there was no issue about right of way as the houses had been moved backward.  Many of you have been to China and I am sure appreciate the developments in Guangdong, Shanghai and Beijing.  I have not been to these cities but I have been in Yunnan province which is right above Vietnam and is considered by the Chinese in Shanghai and Beijing as being backward, very rural and sparsely populated.  Thus, in taking a bus from the Vietnamese border to Kunming City (beautiful climate, 2000 meters above sea level and beautiful city), one can travel for around three hours and see very few people.  However, one can see cement roads being built to facilitate the movement of goods through the province – out in the middle of the mountains.  Again, no right of way issues with the philosophy in both countries being – we build the infrastructure and investors will come! I think that in Cebu, the processing zone is an example of good infrastructure development that attracted investors. 

6. Energy Cost Competitiveness and Self-Sufficiency – I think it is clear to all of us that our energy costs very high while reliability of power supply is becoming a concern particularly in the Visayas and Mindanao. Thus, this group shall focus on trying to improve the cost structure and also sound off on the need to look at new power plants. 

7. Special Concerns – Legislative, Judiciary, Ombudsman.  There must be supporting legislation to the work of the above groups including ensuring that cases, particularly involving economic/business issues,  are resolved expeditiously.

(Next slide please)


Shown on the screen is the structure of the Council – as you can see there is a co-chair from the public sector (the DTI Secretary) and from the private sector (former Ambassador Cesar Bautista, former Chair of Unilever Philippines, MAP member, former Secretary of Trade and former Ambassador to the Court of St. James – I think he brings a good mix of private sector perspective while understanding the public sector psyche).  


The other public sector members are the Secretaries of Finance, Department of Transportation and Communications, the Department of Education and NEDA. 


In the private sector, the other members of the Council are Ambassador Donald Dee, immediate past President of PCCI and currently Chairman Emeritus who provides access to the nationwide PCCI network (this ensures feedback not only from the business sector in Manila but also from the PCCI members around the country); Ambassador Roberto R. Romulo, whose experience particularly with international investors provides the Council with insights on their expectations in relation to the competitiveness of an economy; Dr. Federico Macaranas, Dean of the Asian Institute of Management, who has extensively conducted studies on competitiveness (including running the surveys for IMD); and Mr. Gil Salazar, Executive Director of the Philippine Business for Social Progress (PBSP) whose focus is on civil society and NGOs.  


The Council oversees the working groups that are shown in the slide together with the Secretariat. 

(Next slide, please)


This slide identifies the private sector champions for each working group. The role of the Champion is:

1. Define the target results based on the action agenda – short term (around 1 year) and medium/long term (around 3 years). 

2. Generate ideas and suggestions to achieve the targets (including conduct of studies and tapping of expertise).

3. Undertake an advocacy role with the relevant agencies to improve competitiveness through the action agenda. 

4. Validate and communicate the milestones to all stakeholders, namely, public sector, private sector, the foreign partners, the Filipino overseas and the general public. 

In effect, the Champion is the white knight that keeps the projects (which I shall be showing in the next few slides) moving. Let me give a brief background on each Champion:

1. Atty. Emerico de Guzman for Competitive Human Resources – Rico is a senior partner with ACCRA, head of its Labor practice, and past President of the Personnel Management Association of the Philippines (PMAP).

2. Mr. Baltazar Endriga for Efficient Public and Private Sector Management – Bal used to be a senior partner with SGV and retired as head of Andersen Consulting.  He is presently a director of the Management Association of the Philippines (MAP) where he is also the Chair of the Committee on Competitiveness – this Committee has developed a 30 year road map for Philippine business up to 2035. 

3. Mr. Sergio-Ortiz Luis, Jr. for Effective Access to Financing – Mr. Ortiz-Luis is the President of  Philexport and was formerly the Chairman of the Export Import Bank. 

4. Mr. David Balangue for Improved Transaction Costs and Flows – Dave is the immediate Past President of FINEX and is currently Chairman and Managing Partner of SGV & Co.  
5. Mr. Meneleo Carlos for Seamless Infrastructure Network – Mr. Carlos was former President of the Federation of Philippine Industries (FPI) and has had many years of experience on the need to develop policies and projects to improve our infrastructure particularly the road network – his current focus is on the expansion of the RORO system as it is a very effective way to transport goods while bringing down costs. 

6. Mr. Antonio del Rosario, Sr. for Energy Cost Competitiveness and Sufficiency – Mr. del Rosario used to be President of PNOC and is currently President & CEO of the Energy Development & Utilization Foundation Inc. (EDUFI). 

7. Mr. Francis Chua for Special Concerns, Legislative Matters – Mr. Chua is immediate past President of the Federation of Filipino Chinese Chambers of Commerce Inc.  
8. Atty. Miguel B. Varela for Special Concerns, Ombudsman/Judiciary – Apart from being part of the leadership of PCCI, Atty. Varela is also the Chairman of the Employers Confederation of the Philippines (ECOP).

Each working group is supported by a Policy Officer (usually a senior DTI officer) who is part of the Secretariat and who assists in setting up and following up appointments with government agencies (as you can appreciate, it is best to have public sector staff undertake this request); prepares the minutes of the meetings; follows up the agreed upon action points particularly with the public sector (usually, the Champion has his own private sector assistant); and provides the Champion on insights on the psyche of the public sector to ensure its most efficient cooperation and participation. 
(Next slide, please)


Let me briefly talk about the Secretariat which directly reports to the Council and, even more importantly, undertakes continuous consultations with all stakeholders to keep the Action Agenda updated.  The Secretariat is composed of Directors from the Public (Messrs. P. Cala and V. Fulgencio, who are both Executive Directors in the Department of Trade and Industry) and, for the private sector, yours truly. The Secretariat’s other functions are:

1. coordinate with the private sector champions;

2. advocates the action agenda with other non-task force (non-council) agencies such as DBM, DOLE, TESDA, DFA, DPWH, etc.

3. links for logistics and project needs with development partners such as IFC, the World Bank, AusAID, etc.  These development partners have formed themselves into a group that is called the Philippine Development Forum (PDF) that is currently meeting in Cebu. PDF is fully supportive of the Council and, in fact, is aligning its programs (current focus is infrastructure and SMEs) with the projects in the Action Agenda (in the past, one of PDF’s frustrations is the difficulty in identifying the right group to interact with and the PDF members now feel that the Council may be such a group – of course, we completely agree that this is correct. 

4. executes the communication plan so that the citizenry may be aware of the achievements of the Council in its PPP format – such a plan is currently being developed.  As you know, one of the frustrations of people in the Council is that the completion of good projects and its positive impact on the population are not easily recognized thus the need to have them communicated.

5. work with Academe (particularly AIM) on research and development on the best competitive practices including ensuring sustainability.
As also indicated in the slide, the Secretariat may be contacted at:____(read from slide). 

In the next few slides, I shall give you a flavor of the projects in each working group.
(Next slide, please)

In Competitive Human Resources, there are 6 projects – as you can see, it covers education (the need for improvement in English, Science and Math), the need to address the mismatch in skills and labor market demands while also recognizing the need to address a damaged value system (ex., love of country).

(Next slide, please)

On the other hand, there are 7 projects in Management including cross-posting of senior public and private sector officials; develop processes and scorecards to help LGUs achieve world class performance; and also use governance scorecards for companies by 2010 (just remember that the private sector also needs improvement!).
(Next slide, please)


Financing has 6 priority projects with focus on MSME borrowers and micro financing.

(Next slide, please)


Improved transaction costs and flows has 6 projects – I think the most interesting and with significant impact are the processes for starting, maintaining and closing a business and the institutionalization of impact analysis on present and/or revised government requirements. 
(Next slide, please)


There are 6 priority projects on Infrastructure starting with NAIA Terminal 3 opening, the reduction of shipping/transport costs and the development of clear policies on pocket open skies. 

(Next slide, please)


Energy has 8 projects of which most significant are the review and update of the EPIRA law to remove defects; the need to provide new capacity; the government/private sector support for electric cooperatives and a no-nonsense energy savings drive. 
(Next slide please)


There are two projects on Legislative Matters – I personally think that support for priority bills identified in the competitiveness agenda would be the most significant, ex., revision of the EPIRA bill. 

(Next slide, please)


For the Ombudsman/Judiciary, there are 3 projects of which the orientation of judiciary through courses on economic issues and encourage the use of arbitration/alternative dispute resolution for expeditious settlement of business issues. There is also the establishment of the role of Ombudsman in economic process – GIVE THE EXAMPLE OF THE MAYOR IN LUBAO. 

As you can appreciate, all these projects are statements of intent.  The Council and the Secretariat will now, moving forward, work with each Champion to have them translate each project into specific action points including timing/deadlines, etc. This is an approach that the private sector understands and appreciates and which we are also trying to pass on to our public sector colleagues. 

(Next slide, please)


What about PIIE? I believe that PIIE, due to its motto of operational excellence in manufacturing and service, could be one of the Council’s partners by, for example, being a resource group for COMPETITIVENESS. 


Let me now end this rather long presentation with the thought that if we are not COMPETITIVE in this era of globalization, we shall not be able to develop and raise the living standards of our people – you form part of the leadership in the private sector and with your help we can BE COMPETITIVE.

(Next slide, please)

MARAMING SALAMAT AT MABUHAY TAYONG LAHAT! 

