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Ladies and Gentlemen:


At the outset, I apologize for changing the topic of my talk from “Superior Strategies With Inferior Resources” to “Reflections on LGU Strategies”. My present MDM students are, of course only aware of my paper on that subject. But if you will forgive an old professor a little boasting, I have been involved in LGU strategies for more than fifteen years starting with the Cebu workshops we conducted in November of 1988 (from which I wrote the paper, “The Cebu Development Model” citing then Mayor Ouano as one of the successful Cebu mayors), the Zamboanga workshops we conducted for then Mayor Agan in August of 1991, the Makati consultations in 1992 we conducted with Mayor Binay (from which we wrote three columns in the Philippine Daily Inquirer entitled Binay’s 3 Boasts), the Marilao case study we wrote on Mayor Duran (Marilao at the Crossroads of Development, November 1998) and finally the City Hall private financing we arranged for Calamba Mayor Lajara in 2003.


I thought it more appropriate to cite my experience with these mayors in line with the theme of this seminar, “LGU Administrators as Leaders and Managers of Development” and the lessons that can be learned from this.


I remember quite well the speech of Mayor Agan at the beginning of our Zamboanga workshop. It was really a litany of the problems of the Zamboanga City with the only question being who is the most responsible for his problems, the national government, his political opponents or his incompetent subordinates. Finally, he like all LGUs usually traced the root of the problem, to lack of resources or more specifically to lack of money.


So, based on that, I knew the first thing I had to do was to change this perception of weakness and helplessness. It may be emotionally satisfying posing as a victim but such attitude gets us nowhere. I usually begin by citing my work as a business consultant. When I am engaged to help a company that is losing, my first question is to ask why the management thinks that the company is losing. The most frequent and usually wrong answer is that the company loses money because it lacks money. That they would argue, if we could only raise the necessary funds, all would be well.


Later, I realized that lack of resources is always a convenient excuse for failure. If we admit that our failure is due to a lousy product or to undisciplined work force, then we are responsible for the failure of the company. But if it is lack of money, then we escape any responsibility.


Going back to Mayor Agan, I noted that the previous day, I was given a tour of Zamboanga city including Fort Pilar. That tour reminded me of another tour that I took in the United States, the towns of Lexington and Concord. For you who remember American History, this was where the American War of Independence started in 1776. Our American tour guide brought us around the battle sites. In one place, we were brought to this very formidable house up on the hill and the tour guide said, “Well this is the house of Colonel Braddock”. And I remember saying. “ My God, you Americans must have had a difficult time fighting the British!” Then the guide clarified, “ You misunderstood me. Colonel Braddock is the American. The British were down there.” Again, to recall American history, the “British” soldiers were not really British soldiers. They were Hessian mercenaries. Ang mayaman, yong Americano. Now, I am reminded of this incident every time, I go outside of Metro Manila. I always get an earful of the problems of the LGU. Then I am given a tour of the area and see all the resources, and then I am forced to ask my hosts why they feel so overwhelmed with their problems.


But back to my American guide. I asked, “ If you have so much resources and if those you are fighting were just poorly paid mercenaries, why did it take you seven years to gain your independence?’ The response of the guide was, “Two things, the first is that it took us a long time to get our act together. The second and more important reason is that, “having been under the British for so long, we never thought we could do it on our own.” And that is what I consider the greatest obstacle to leadership, the belief that the LGU could not do it on its own.


But then once, an LGU Administrator starts believing that he can do it on his own, then he everything is possible. He reviews the “hopeless” situation. That was the situation that faced Mayor Binay in 1992. He felt that he had an insurmountable fiscal deficit. I suggested that we review the situation. As you know, the main source of income of a local government unit was real estate taxes. Our research showed that there was substantial under valuation in real estate properties in Makati. For example, real estate properties in Forbes Park were being appraised at only P1, 000.00 per square meter even when the zonal valuation of the Bureau of Internal Revenue was at P 13,000.00 per square meter.


Not only was such valuation low, it was grossly inequitable. Real estate properties in the Palanan barangay (a middle income area) were being appraised at P 1,200.00 per square meter or 20% higher than the Forbes Park properties. (The BIR zonal valuation was P 6,000.00 per square meter or roughly half the Forbes Park valuation.)


Given these findings, public hearings were conducted for the purpose of raising the appraisal rates as well as removing the iniquities. On the basis of these public hearings where representatives of the homeowners associations presented their position, a compromise acceptable to all parties was arrived at. Over a three year period, appraisal of Forbes park real estate properties were raised from P1, 000.00 per square meter to 

P 7,5000.00 per square meter. Moreover, the appraisal on the Palanan residences was raised by a lower percentage from P 1,200.00 per square meter to P 4,500.00 per square meter.


This re-adjustment of the appraisal rates generated an estimated yearly surplus of P 500 million on so put Makati on a sound financial footing.


This was, of course a formal approach to raising resources. But there are other ways. During the Cebu workshops, I recall moderating a workshop where the discussions between the private and public sector went like this. “ Infrastructures are needed to stimulate business. But where will the local government get the money?” So there was a heated argument. In that group was Mandaue Mayor Ouano. And the thing, I noticed about him was that he was very quiet. So I asked the person beside me, “How come Mayor Ouano is not talking?’ He said, “It’s very simple. He does not have to give speeches. His achievements speak for themselves.” 

So then, I wanted to learn from him and when I got the chance, I asked him, “Mayor, paano ba ito? Mukhang iyong ibang bayan may problema sa funding nang infrastructure nila. Bakit kayo wala?. “Madali lang yan, hijo.” He replied. “Ganito ang nangyari. Alam ko wala kaming pera kaya kinausap ko ang maga negosyante.” At that time, business pays a sales tax. And it is up to the mayor to determine the percentage. It can vary from 1/10% to 5% of sales. He told the businessmen, “I will charge you the lowest sales tax. The difference between what I actually charge you and what should have been charged to you, you will put in a fund. And that fund will be used for the infrastructure projects that I consider important for the city.” 

I commented, “Mayor, mahirap yata iyon.” He was trusting the businessmen to really set up the infrastructure fund since they were under no obligation to do so. But he was saying, “I told the businessmen, if I raise the rate, the tax collection will just go to the government with very little coming back to us. In any case, he trusted them enough to set up the fund. They on the other hand trusted that he will use the fund for the most worthwhile projects. I objected that there was nothing written but he replied, “Usapang lalaki ito”. Obviously, Mayor Binay would not use the same approach with the Makati Business Club. And this shows that smaller and so closer communities have some competitive advantage over the metropolitan cities.

This was the situation in the early nineties. However, by the late nineties, this was no longer a problem. As an aside, my indicator that an LGU is progressing is that the nature of its problem is changing. If you as an LGU are constantly facing the same problem, I would argue that there has been no progress.

When I did the case study on Mayor Duran, his biggest problem was to deal with the problems brought about by economic success. The town of Marilao was fast being converted from an agricultural breadbasket of Metro Manila to its residential bedroom. Money was definitely, not a problem. The issue was one of distributing both the benefits and burdens of economic progress,

By the time, I dealt with Mayor Lajara, I felt that I was dealing more with a business corporation rather than an LGU. Mayor Lajara was engaged in redeploying his municipio from its old cramped area to a new, bigger and more modern site. All he needed was to arrange the necessary funding from the Land Bank of the Philippines.

Unlike the national governments, a lot of progressive LGUs now have a fiscal surplus. Their success should be followed by other LGUs who still have not achieved fiscal sustainability as well as by the national government as well.

The key to their success is that they have found the superior strategy that enables them to serve the majority of their constituents and to be re-elected resoundingly.

The old strategy was to go to businessmen to raise funds to run for office. Unfortunately once in office and beholden to businessmen they are forced to adopt measures which alienates them from their constituency. This suits the campaign financier as their power over the politician is further reinforced. Eventually, another politician funded by another set of financiers ousts the politician from power.

The superior strategy as evolved by the LGU politicians is to collect the right amount of taxes, use these additional taxes to provide the social services that the poor and numerous constituents need and there is no more need to seek the financial support of campaign financiers.

We end with the observation that while our attention is riveted to the national elections, our future is really with our LGUs and because of this, we are brimming with optimism for our country.
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