







18 October 2004

HON. JOSE C. DE VENECIA JR.

Speaker of the House

House of Representatives

Quezon City, Metro Manila

Dear Mr. Speaker:

Very recently, Her Excellency President Gloria Macapagal-Arroyo appealed to our people for patience and understanding as she pledged to secure economic and social reforms.  No doubt, the President realizes that our people are desperately searching for concrete results that would alleviate their plight and ease our fiscal situation.  


The League of Provinces of the Philippines (LPP) and the Union of Local Authorities of the Philippines (ULAP) recognize that the challenges are considerable and urgent, and no less than the decisive and concerted action of the entire government is required to hurdle these concerns.   


There is now a greater cause for alarm in the face of international surveys showing the Philippines slipping in credit worthiness.  Lately, leading credit-rating agencies such as Fitch, Moody’s Investor Service, and Standard and Poor’s have threatened to downgrade our credit rating if we fail to adopt legislative measures by the end of the year to avert a financial disaster.  As cited by analysts, a drop by even one (1) percentage point would mean P20 Billion more in interest payments and a possible loss of $200 Million worth of credit facilities.  This would diminish all prospects for economic growth in the coming months, if not exacerbate our decline.


There are several proposed measures certified as urgent by the President before the House of Representative to forestall that looming downgrade and prevent a fiscal crisis.  These proposed measures would not only pump prime the economy, but would demonstrate government’s commitment to reduce the budgetary deficit.  We are told that the indexation of excise tax on alcohol and cigarettes alone would raise P30 Billion for the government.  With improved collection efficiency, the government should raise substantial funds from these so-called “sin taxes” to lessen our deficit on a sustainable basis.


These proposed measures should also preclude the declaration of an unmanageable public sector deficit that would only aggravate our fiscal difficulties.   Such adverse declaration would only trigger capital flight, provoke our creditors to demand our obligations to be due and demandable, and undermine our ready access to capital market leading to the total collapse of our economy.  It would also greatly prejudice the delivery of basic social services by local government units (LGUs) which heavily rely on a reduced internal revenue allotment (IRA).  


In this regard, we earnestly appeal to the sense of urgency and patriotism of the House of Representatives to immediately consider and approve the revenue measures still pending with the House Committee of Ways and Means that seek to raise funds for the government.    Foremost of these bills is HB No. 1591 seeking to increase the rates of excise tax on alcohol and tobacco products.  The enactment of the bill on tax amnesty by the end of the year is also one of the urgent proposals. 


On the part of the LPP and ULAP, we have already given our steadfast  commitment to the President to help the national government collect internal revenues through advocacy and campaigns, support the Administration’s ten-point legacy agenda by focusing our interventions on social development programs, and promote the efficient and effective utilization of public resources.  


Our people have displayed resilience amidst these difficult times, but they have relied more and more upon the government to allay their continuing sufferings. On behalf, therefore, of the more vulnerable sector of our society in the countryside, our 79 Provincial Governors, and the members of ULAP, I reiterate our urgent appeal for Congress to adopt the necessary tax measures that would revive our economy and accelerate our development.  Rest assured that we shall do our part under the Local Government Code of 1991 and other pertinent laws to advance our people’s national aspirations for reforms and progress.  We shall always be your reliable front-liners in the delivery of basic social services to our people. 

Thank you very much.
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           Very truly yours,






                      ERICO B. AUMENTADO







                  National President







                      LPP & ULAP

c.c.

Her Excellency President Gloria Macapagal-Arroyo

Sec. Ignacio Bunye
Malacañan Palace

M a n i l a

