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Introduction

Good afternoon! My heartfelt thanks to the Lopez Group of Companies
for inviting me to be a part of the group-wide Economic and Political
Briefing, aimed at assisting this collective in the preparation of your
Five-Year Strategic and Annual Profit Plans.

As honored as I am for this singular opportunity, I must admit that I am
also surprised because I do not consider myself a political person. In
fact, being politicized is one of the very first things we sought to change
about the public's perception about the Department of Justice. We
discharge our primary mandate and, hence, serve the public interest
best, when we are conscious that the enforcement of laws, and the
investigation and prosecution of their violation, ought not to be dictated
by political considerations. We promote the Rule of Law and have vowed
to deliver true and complete Justice - and there is a reason why Justice
is depicted as being blind-folded.



Be that as it may, having been a part of this Administration from its very
first day, more than four years ago, and having served in the Commission
on Human Rights more than two years prior that, I believe that the
insights that I have gained, from such a productive, eventful and, you
might say, even tumultuous six years (of my public life), might be of
some assistance to the Lopez Group of Companies. In fact perhaps you
might say my views have, in their favor, the advantage of being from the
vantage point of someone working inside government, yet
simultaneously sees politics from a relatively more objective viewpoint.
(In politics, I'm more of an outsider looking in)

Before we start projecting on what might be the political situation five
years from now, we must first take stock of the politically significant
events that transpired in the past four years of the Aquino
Administration. In my opinion, the major political struggles, events and
crises that we have gone through as a nation in the past four years would
be an indication of what we may reasonably expect in the next five years.
To paraphrase the words of the renowned spiritual leader, Sai Baba, the
outline of our future path already exists, for we have created its pattern
by our past.

A review of the past (or recent past) will show that there are specific
major political themes that should be noted for purposes of foreseeing
what we may expect in the country's future political state. These are:

1. The diminishing prospect of military adventurism as a cause of
political destabilization

2. National and local government crisis management
3. Local government autonomy
4. The anti-corruption struggle
5. The administration and reform of the justice system
6. The role of the judiciary in deciding policy issues
7. The national strategy and response in territorial sea disputes and
the regional contest for outlying marine resources

8. Bangsamoro autonomy in Mindanao and the fall-out of radical
elements from the peace process, and

9. The outcome of charter change in the economic and political
spheres.

One significant difference between the Arroyo and Aquino
Administrations that must be pointed out from the start is the nature of
the political crises and challenges that beset both administrations. The
Arroyo administration, from the start of its first term, was confronted
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with a crisis of legitimacy, the crisis reaching its heights during the
Oakwood Mutiny in 2003, the Hyatt 10 withdrawal of support in the
aftermath of the Garci tapes scandal in 2005, and the Manila Peninsula
putsch in 2007. These were major destabilization events that had direct
repercussions on the economy, not to mention the occasional corruption
scandals involving the highest levels of the Arroyo administration, such
as the Fertilizer Fund Scam and the NBN-ZTE bribery case.

On the other hand, the Aquino Administration's share of political crises
and challenges never involved issues of legitimacy, but more of
structural deficiencies in the administration of justice and crisis
management, and problems on conflict resolution in Mindanao, as
illustrated in the August 23, 2010 Luneta hostage-taking incident, the
February 2013 Sabah incursion by the Royal Sultanate Army of Sulu and
North Borneo, and the September 2013 occupation of Zamboanga City
by the MNLF-Misuari faction.

One thing going for the Aquino Administration is that, with all the events
and crises with the potential to sow political destabilization, it has never
been once derailed from its program of economic recovery and
resurgence. Its governance platform and economic plans have remained
unchanged and stable. Not even the Sabah Incursion and the
Zamboanga Occupation or Seige, the two most destabilizing incidents of
the Aquino term, were able to significantly affect economic performance
indicators. It was still business as usual in most parts of the country,
until of course Typhoon Yolanda which strained and tested the
government's capability to rescue its people from devastation and help
them rebuild their lives. Still, an economic slow-down was anticipated as
a result of the strongest typhoon to make landfall in recorded history.

1. Diminishing prospects of military adventurism as a cause
for destabilization

All throughout the past four years of the Aquino Administration, there
was only one incident of a direct challenge against it that remotely
involved the military, and even this was so irrelevant as to cause little, if
any, degree of political instability.

This was when, on July 3, 2011, Col. Generoso V. Mariano, Deputy
Commander of the Naval Reserve Command, issued a public statement
in a video calling for the replacement of the administration. It was the
first and only direct challenge against the Aquino Administration by a
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member of the military. Other less dramatic incidents asking for military
intervention consisted of the periodic pronouncements of personalities
identified with the Arroyo Administration, calling for the establishment
of a so-called shadow National Transformation Council that would
eventually take-over power from the Aquino Administration.

These incidents brought to the forefront the apparent threat of military
adventurism even at this latest period of Philippine political history.
However, the danger was more apparent than real. The threat posed by
these incidents immediately dissipated into irrelevance when it became
clear that such sentiments were no longer supported by any significant
faction within the military.

Due to this diminished threat of destabilization caused by military
adventurism, I do not think that the occasional military adventure and
coup d' etat that we experienced during the Cory, Estrada and Arroyo
Administrations would still be able to make a comeback whether in this
or the next Administration. This is good news for the country, since
military adventurism has always been the most singular cause of political
and economic destabilization that has plagued this nation since the
EDSA Revolution. This means that economic recovery and progress will
no longer be greatly debilitated by political instability, but will largely
depend on more mundane and practical concerns, such as expansion and
improvement of public infrastructure, sufficient power generation
capacity, sound fiscal and economic management policies, foreign
investments, agricultural modernization and productivity, and
employment generation.

At least in this period of the post-martial law Philippines, we can rule out
military adventurism in any future equation as a determining factor on
political stability.

2. National and local crisis management

The earliest political crisis that beset the Aquino Administration
primarily highlighted issues on national and local crisis management,
the administration of justice, and corruption in government.

On August 23, 2010, the Luneta Hostage-Taking incident happened. This
resulted in the killing of eight hostages and the hostage-taker, Police
Chief Inspector Rolando Mendoza, and strained relations with
Hongkong.
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The major issue that this incident raised is national and local
government coordination and national intervention in local crisis
management. Unfortunately, this was to be a recurring theme in the next
political crises of significance that would confront the Aquino
Administration, viz., in the Zamboanga City crisis in September 2013,
and the aftermath of Typhoon Yolanda in November of the same year.

Despite the formulation of a new government Crisis Management
Manual in the wake of the Luneta Hostage-taking incident, issues on
national government-local government coordination during man-made
and natural disasters still confronted concerned government officials
during the crisis situations in Zamboanga City and Tacloban City. Most
of the issues arose from the inordinate powers and responsibilities
devolved to local government units under the law vis-a-vis their existing
resources and actual capabilities.

These issues will continue to recur or crop up and create problems in
future events of natural or man-made crises, until local government
capabilities start to correspond with their devolved powers of governance
and responsibilities. Until such time, national officials should recognize
local government limitations in crisis management and enhance
mechanisms for coordination and immediate intervention in all aspects
of crisis response, mitigation, and resolution.

3. Local government autonomy

The mismatch between local government powers and capacities is not
the only issue that dominates local autonomy. Another issue is
responsible exercise by LGUs of their powers under the Local
Government Code. Years of local autonomy have accumulated a backlog
of unchecked ordinances and executive actions that mayor may not
actually be within the powers of the local governments to exercise. Case
in point is the fairly recent Ordinance of the City of Manila that single-
handedly changed the state of vehicular traffic in Metro Manila
overnight. Mayor Erap's recent lifting of the truck ban brought a sigh of
relief to those directly affected by the City Ordinance.

These unchecked ordinances or executive actions of course do not only
involve traffic regulation, but more often than not consist of overreach in
local government taxation or over-taxation, misuse of local natural
resources in small-scale mining and municipal fisheries, pollution
management and control, to name but a few. These cases of overbreadth
affect the cost of doing business that is not factored in economic
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development planning at the national level. They also affect management
and exploitation of resources, and the resulting environmental costs that
these entail.

Left unchecked, local government overreach in the exercise of their
powers under the Local Government Code will continue to create
problems that will not only have local impact, but will also have
repercussions at the regional or even national level. As if national
regulation is not enough, local taxation and regulation add to the
bureaucratic maze that the public has to deal with, while at the same
time not exactly improving the state of public service or the efficient
utilization of natural resources available for income-generation.

(Don't get me wrong pIs). Local autonomy is a laudable principle. But the
debate on the capacity of local governments to handle their powers
responsibly has to start somewhere. In some places, especially in the
rural areas, the grant of local autonomy only meant sustaining political
dYnasties or local warlords, given the persistent feudal set-up that still
exists in parts of the country.

We are almost tempted to introduce the idea that local autonomy should
be earned by local governments, adopting the management principle
that a performance bonus should be earned. The grant of local autonomy
should be based on the long-term performance of individual LGUs. A
local government that is unable to deliver basic services to its inhabitants
should be stripped of its autonomy.

4. Anti-corruption

No doubt, the anti-corruption struggle will continue to figure
prominently in the years to come, especially in light of the major
corruption incidents uncovered during the Aquino Administration,
namely, the AFP Funds Conversion case exposed by Col. George A.
Rabusa and the Napoles PDAF and Malampaya Fund Scam testified on
by Benhur Luy.

In July 2013, the PDAF Scam controversy hit the media scene. By that
time, the NBI, after rescuing Benhur Luy, was already conducting an
investigation into the involvement of Senators and Congressmen in the
Napoles PDAF Scam. The Senate Blue Ribbon investigation on the PDAF
SCAMwas to follow later in September 2013, with Benhur Luy and other
whistleblowers describing before the public how several Senators and
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Congressmen pocketed most of their PDAF allocations by coursing soft
projects to Napoles NGOs in return for kickbacks.

On September 10, 2013, the Supreme Court issued a TRO in Belgica v.
Ochoa stopping the further release by the DBM of the remaining PDAF
allocations of legislators, and eventually declared the whole PDAF
system unconstitutional. On September 16, 2013, the DOJ -NBI filed the
first batch of PDAF complaints with the Ombudsman against three
Senators and five Congressmen.

While the first major corruption case involving the military was
dismissed, the PDAF Scam cases involving Senators and Congressmen
prospered and were filed early this year with the Sandiganbayan. The
PDAF Scam made a significant impact on the public, more than any
single incident of corruption exposed and investigated during the Aquino
Administration. The cases are expected to be closely monitored by the
public and the media. God forbid, the acquittal of the accused in the
PDAF Scam cases will deal a great blow to the anti-corruption agenda. It
will demoralize the citizenry, and configure a political re-alignment of
forces that will be detrimental to the cause of anti-corruption and
political transformation.

Nevertheless, public opinion on the progress of these cases is expected to
shape policy and decision-making at the highest levels, whether during
the rest of the term of the present Administration or the next. I am
certain that corruption in government will continue to dominate public
debate, and will figure prominently as an issue in the 2016 presidential
elections.

5. Administration and reform of the justice system

Another challenge that is expected to dominate future political concerns
is the administration and reform of the justice system. Focus on this
subject arises out of events in the past four years that involved the Office
of the Ombudsman and the Supreme Court, highlighted by the
impeachment of the highest officials of these constitutional bodies,
former Ombudsman Merceditas Gutierrez and former Chief Justice
Renato Corona. While Gutierrez was eventually impeached and chose to
resign instead of facing trial before the Senate, Corona was convicted by
the Senate and removed from office.

Side events that earlier pre-occupied the nation and which contributed to
the impeachment of the Ombudsman and the Chief Justice include the
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Garcia plea bargain agreement and the Supreme Court decision allowing
PGMA to leave the country despite impending criminal prosecution. The
irregularity of the Garcia plea bargain agreement again emphasized the
recurring questions on the integrity of government prosecutorial arms,
and the need to directly confront the same as urgent concerns in anti-
corruption and justice reform programs.

After the APP Fund Conversion Expose, the PDAP Scam, and now the
ongoing Senate investigation on systematic bid-rigging in Makati, the
public is still awaiting the results of the Supreme Court's investigation
into the fixing of cases at the highest level of the judiciary by alleged
agents and middle-men who peddle their connections to justices of the
Court of Appeals and Supreme Court. This is said to be the judiciary's
version of the Napoles scam - the "Ma'am Arlene" scandal.

On the other hand, the trial of former President Arroyo, Gen. Jovito
Palparan, Delfin Lee and other high-profile accused (including the 3
Senators) also served to raise public confidence in the justice system.
Because of this, the public will expect a continuation of the campaign to
reform the justice system. This will dominate issues on governance into
the next Administration. The heightened public expectation will demand
from the next administration a comprehensive reform agenda to improve
delivery of justice. The public will no longer tolerate government failure
to prosecute those who have committed crimes against the people.

The delivery of justice is not merely an executive responsibility but, to a
great extent, a judicial commitment. As such, the improvement of our
justice system calls for integrated and coordinated reforms in the
executive and judicial departments, with anti-corruption as the
centerpiece of such a reform program. The passage of the Fa I bill will, I
think, be of significant help.

6. Role of the judiciary in deciding policy issues - judicial
overreach

Early into the Aquino Administration, or on December 7, 2010, the fight
to hold the Arroyo Administration accountable suffered a setback, with
the Supreme Court's declaration of the unconstitutionality of the Truth
Commission in the case of Biraogo v. Truth Commission. However, the
case of judicial intervention that most affected the Aquino
Administration in its four years is the decision in Araullo v. Aquino
promulgated on July 1, 2014, where the Court declared fiscal policy
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actions adopted under the Development Acceleration Program (DAP) as
unconstitutional.

These decisions should not have been surprising, coming as they did
from the Court that consistently proved itself capable of deciding
political and economic matters as incidental to the exercise of its power
of judicial review. But there was always the hope that the Court will
exercise a degree of restraint.

Since the advent of the 1987 Constitution, the Supreme Court took a
gradual but consistent shift from judicial conservatism to judicial
activism. This is largely encouraged by the constitutional provision on
the expanded concept of judicial review to include any and all acts of
public officials committed with grave abuse of discretion. It was also
supported by doctrinal relaxation on the requirements for the
declaration of unconstitutionality even on matters that are purely
political, meaning, matters of policy that the Constitution leaves for the
political branches of government to decide. The result of a Constitution
that sought to strengthen the power of the judiciary as a counter-balance
to Martial Law was a Supreme Court that pulled no restraints in deciding
purely political and economic issues.

An activist Supreme Court is only expected to continue to decide on
important matters of public policy, as it did in the past 27 years. This is a
fairly safe projection of how the Supreme Court will comport itself into
the future. (And it's something that this Administration, especially the
President, is trying now to avert - by counter checking what we plainly
see as judicial overreach.) Is an activist Supreme Court not desirable
under our system of check and balances? Let me answer that question
with another question. Are two political branches of government not
enough?

7. The national strategy and response in territorial sea
disputes and the regional contest for outlying marine
resources

A major political concern that will undoubtedly shape the political scene
in the coming years involves a matter of foreign policy and national
defense. This is the rising concern in the West Philippine Sea as well as
overlapping exclusive economic zones between the Philippines and its
neighbors. The past four years has been regularly punctuated by crisis
incidents involving the Philippines' face-off with China and, at least
once, with Taiwan, over its maritime dominion. The earliest incident was
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the Scarborough Standoff, followed by the Balintang Channel incident,
and, fairly recently, the harassment of the BRP Sierra Madre outpost in
Ayungin Shoal and the Chinese reclamation of Malvar Reef.

In early May 2012, immediately after the Scarborough stand-off, Captain
Nicanor Faeldon of the Philippine Navy threatened to sail to
Scarborough Shoal and plant the Philippine flag accompanied by the
media. This action did not push through, although it highlights a
singular form of individual or collective ultra-nationalist adventurism
that threatens to recur in the future.

Again, fairly recently, another incident of Anti-China ultra-nationalism
came to rear its head when the so-called USAFFE of Ely Pamatong
attempted to set -off incendiary devices at the NAJA, the Mall of Asia, and
the DMCI building, to call attention to a perceived Chinese domination
of the Philippines. The group likewise asked the Navy to be allowed to
reclaim Chinese-occupied reefs in the Spratleys. This was reminiscent of
Captain Faeldon's planned adventure to Scarborough Shoal two years
earlier.

Two concerns arise from all these events. The first is the need for a
critical response and comprehensive strategy on the West Philippine Sea
EEZ, including our overlapping EEZ with Taiwan. The West Philippine
Sea issue will not leave us in the near future, but will continue to
characterize our relations with China as the latter continues to occupy
submerged features of the island group and turn them into habitable
islands, while at the same time practically denying Philippine access to
the area with the dominating presence of the Chinese Coast Guard.

The Philippine strategy has to go beyond the arbitration case filed with
the International Tribunal on the Law of the Seas (ITLOS). This
primarily includes the enhancement of a minimum credible defense
posture that will be respected by China. In the meantime, we can only
expect the continued encroachment of China reef by reef, and the
gradual denial of Philippine access to most of the areas, except those
physically occupied by us but which will also be in danger of
encirclement and threatened with isolation.

The second concern is the danger of an ultra-nationalist backlash which,
at present, is still really a joke epitomized by the rag-tag band of
nuisance presidential candidate Ely Pamatong. But this twisted advocacy
appears to attract military or ex-military men, as Captain Faeldon
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apparently had the same mind as the USAFFE In single-handedly
reclaiming lost Philippine territory from China.

At present, the immediate danger is the capability of groups and
individuals such as these to manifest their ultra-nationalist and anti-
Chinese sentiments into violent (or potentially violent) actions such as
that displayed at the NAJA terminal. This has to be closely monitored in
the future by our security and intelligence agencies, considering our
experience with the Sabah incursion incident launched in February 2013
by the Royal Sultanate Army of Sulu, where we saw how a small group of
misguided armed individuals numbering not more than 300 can bring
about a political crisis of international proportions.

8. Bangsamoro autonomy in Mindanao and the fall-out of
radical elements from the peace process

It is still a surprise how the two major political crises encountered by the
Aquino Administration have failed to materially destabilize the country
and set back its economic recovery momentum, despite the magnitude of
disruption that these caused in the political life of the country. I am of
course talking about the Sabah incursion incident and the MNLF
occupation of Zamboanga City in February and September of 2013.

The Sabah incursion last 13February 2013, purportedly to reclaim North
Borneo for the Sultanate of Sulu, was probably the biggest crisis that hit
the Administration since the Luneta Hostage-Taking and the
Scarborough Stand-Off. The crisis lasted for a month with the killing and
capture of the Sultanate Army by Malaysian forces and the arrest of
around 30 members of said army by the Philippine Navy off Tawi-tawi.

Then there was Nur Misuari's declaration of Mindanao as an
independent republic in August 2013, followed by the Zamboanga seige
in September 9,2013.

These two major political crises were characterized by the violence which
they inflicted on our people. In the Sabah case, the Malaysian response
caused untold miseries to Filipino Muslim migrants living in Sabah,
forcing many of them to leave Sabah and become refugees in Mindanao.
In addition, most of the Royal Sultanate Army was decimated by
Malaysian forces, leaving only a handful of around 30 members to
escape and be captured by the Philippine Navy. In the case of the MNLF
occupation of Zamboanga, a good part of the city was razed to the
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ground, a number of civilians killed and injured, and thousands again
were made refugees in their own city.

Both the Royal Sultanate of Sulu and the MNLF Misuari faction cite their
being left out in the MILF peace negotiations as a cause for their
grievance and eventual recourse to violent actions. This highlights
concerns on the future of the Mindanao peace process, especially with
the submission of the Bangsamoro Basic Law bill to Congress. This
means that forces in Mindanao marginalized in the peace process may
continue to be a political concern in the future, as they have shown that
they are capable of undermining the advances achieved in the Mindanao
peace process.

This is of course assuming that all goes well with the MILF, considering
that several steps have yet to be accomplished to seal the peace deal with
the MILF. This includes the passage by Congress of the Bangsamoro
Basic Law, its hurdling of any constitutional challenges in the Supreme
Court, and the conduct of the plebiscite. These are conditions the
fulfillment of which is still too early to tell. But hopefully all of these will
pull through, so that concern can be focused in bringing back into the
fold the marginalized Muslim political forces, including the MNLF-
Misuari Faction and whatever remains of the so-called royal claimants of
Sabah.

What is certain is that the closing of the peace deal with the MILF will
not spell the end of the saga of Muslim Mindanao. But the success of the
peace deal, and the assumption into office of a new Bangsamoro
government will provide a new dynamic in the resolution of the
remaining conflicts in Mindanao that would be interesting to watch, if
one is a casual observer, but which still might be a considerable
headache to anyone who will be taking the reigns of Malacanang in 2016.
If these are not handled properly by the future Bangsamoro and national
government, we might still be witnessing residual flash points in the
future, maybe not in the magnitude of the Sabah and Zamboanga
incidents, but definitely worrisome enough so as to demand preparation
for any eventuality.

In the coming months and following year, the unraveling of the
Bangsamoro entity will be the event to watch. This is a matter of grave
concern. A failure in the peace process will spell the difference between
the greater chance for peace, or renewed warfare. The latter, of course,
will mean political instability for the government and another era of a
miserable and brutish life for our brothers and sisters in Mindanao.
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I do not wish any succeeding President the misfortune of having to deal
with another war in Mindanao. The destruction of any hope left for
peaceful integration into the Philippine nation-state only means that the
next war will be the most bitter and unrelenting since the destruction of
Jolo in 1974, the objective of the MILF this time being nothing less than
total independence of Muslim Mindanao from the Philippine state. But
we are hopeful and confident (and we must pray) that this will not come
to pass.

9. Charter Change as the game-changer

Congress is presently debating on amending the Constitution while
deliberating the budget for next year. This is the game-changer in the
Philippine political landscape today.

Charter change is like a blank slate. Although it was announced that it
would tackle only the economic provisions of the basic law, charter
change will most probably open the field to changes in other parts of the
Constitution. Whether or not charter change will push through, and
thereafter will tackle only economic provisions of the Constitution, is still
anybody's guess. But once it starts, we can expect a dynamic interplay
among the political players in Congress and the Executive.

The introduction of amendments to political provisions of the
Constitution will certainly change the present configuration of political
forces. Discussions on the shift of the form of government, term
extensions, changes in the fiscal provisions on realignment of savings,
redefining the powers of the three branches of government, expanding
the concept of regional autonomy to compliment the Bangsamoro Basic
Law, to name a few, once initiated, will dominate the national discourse
and will determine any future direction this nation will take beyond
2016.

Once charter change commences, it is safe to say that all bets for 2016
are off. The only political prediction that will matter then is whether or
not, in the end, we will come out of it a better nation.

As a Final Word ....

Having identified these major political themes and analyzing how they
will play out in the near future, we cannot ignore the fact that the future
is not writ in stone. We can make projections, as best as we could, based
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on observable trends, but we must not forget that trends are not road
maps. This is because of one particularly important and somewhat
unpredictable factor: the human element. The future, even the next five
years, remains something that is open to any and all possibilities because
this human element comes into play, in a very major way, in less than
two years' time, i.e., the next national elections.

Which brings me to the other reason I was invited here, which is to share
my insight as to how your Group should position itself, relative to its
mission of nation building, in the coming years. This is a very important
question because our collective future will as much be determined by
what we have done in the past, as how we are spending the present.

From what I know of business administration and policy-setting, there is
one thing that corporate decision-makers value: predictability, stability,
consistency, transparency and continuity. Such values make planning
that much easier; whereas flip-flopping, ambiguity and arbitrary
discretion lends itself to corruption and foreseeably translate to higher
investment risks.

Hence, I believe that it would be best to take a position that champions
those values, and against the rearing of another Administration of
malleable moral values and questionable integrity.

That can potentially be a game-changer. (In fact, for me, that's the real
game changer) Everything that has been achieved so far can either be
undone or enhanced, depending on who will be elected to lead our
country in 2016: whether such leader shares the vision and governance
philosophy of the present Administration or not; whether or not they are
willing and able to continue what has already been laid down, especially
those that are already in place and are paying off; whether they will have
achieved positions of power in a legitimate manner; and whether they
are the type who, after being elected, will nonetheless relapse and revert
to corrupt practices or the so-called "dating nakagawian". That will
determine whether we will be moving forward or receiving a blow that
will drive us several steps back.

The question as to who will lead us after 2016, on the other hand, is not
something any single one of us can control, because that is just how
democracy works, and exactly how it is meant to be. If, therefore, we
wish to get a true feel for what may lie in our future, I think the best
gauge is the Filipino people, who are becoming more politically aware
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and, hopefully, mature. I believe that they are capable of electing the
right leaders, under the right circumstances

Again, thank you for this opportunity to share my views with you about
the future of our nation.

May the seeds we plant today grow to become the trees that will nourish
and shelter our nation in the future.

Maraming salamat po.
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