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Sinipo~dii 

"" 

.Tihe followintg ,rtic'h! dc'al with only onp, aspect of tll(. Marcos Cou.m, 

Economlic Mid social conflict in tile P'lliliIppi'ns kmn.be,' i lie'.sify'w, sl.ce 
tlmmhwIs distinguished by mfilhtait alli-iliperh~iist -.tll Fglc agail'.t tLe 
U.S. war in Vilinain and tlhe U.S. Pelleqat ,1ilald inlfhl -:we ill the 

Phlilippines. Th'e 'Marcos gowcrnmen's policy of terror, against the .M.ushil 
population of Mindanao, to Inalk room for the. expantding Io-,Ii:m, industry 
ad )tji(r pflantation intcel'Sts, as %%-(,I]as against the ii;opular uiti­

imporlanst movement, 'created finther tcnsion. It was als,, ill the las;t fcwv 
),cars that the Nc'%.,'People's Ariny, the wilitary armn of theu Cownnklit 

Party of" tl e Philippines, was salislied au~d lwjgan gnerrilli activity. In. 
addit(Ion to these antd otlhor contributors to wiounting t-conomic and political 
criScs, tile rulhif, irchs itw tlP h i li lpk in e s , have bi.-,n reaifrwted with a 
nationalis t Coalition and 11egal dIckelopmtents that thicatvi..d the"couilua­
thi of U. S. elntelpr i. Tlhe Coup is vxaiiined hwire in the ,,nte-it of the 

hatttr derveloltinian Ily Profesor .Staufgf, r who twadlws liolitiral !'icnce at 

tile univvrshty of H~awaiiand has recently rcturnrd from a yrar of rv..carch 

and tcaching iln the Phililphinf-. He adds bly way of exh'to:"Thle 
in of niartial law ljy i',.61cent 'Nltrcos'in Sfl-petr~he- 1972, is 

viewed in this tmprir as rcprcenting a (tiT~t~f pmrrr (Itsln thc 

arnied force~s to eliminate the las'uedla, the Sutptlwn Cotutl, :"tnd 
Congrv"ss from the national decision-nmaking process) suifficiently drnstic 

to war'rant wse of the term COUP to dvsctibe tile crent. Ill the( first twVo 
,months'Jollowing svihurv of power hr wlanipidtated the Co S hwtionda (":ib-... 

Velltioll (sitting at tile tinie to draft al constitution to repiner tile O;I~t'd.l!til. " 

from thn*Anirican occupation) into ( I) incorporating the polichvs of his 

• New Suciety" into the dnteunlent, (2) extentg Ilis tern ,is chll e. u. 

tive for an indefinite pt-riod stibject only to ]lk d cinn to hold now e1cc-
• tions, and (3) ual~htig :changes inl existing; coilst-ituti0nal siifcguards 

governing die treatment of foreign private investment of a type 'designed 

to "attract" mulituional corporations to invest-in tile Philippines."'TH ? ,OThe Editors 

t:a: mid- "Osditnuse yjlI alta iie~ist ti ::I a i .... the 

U.. arinVitna ad i c .S enttltio ad n i~it~n n9h 

Philppies. hegoernent' arcopoicy f trro agansttlic Mulin 

poptltin f inanotoak rot: ordi cpanin l 'in idutA 

" 

" 

"" 

. 

: 

: 

J 

< 
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, ~Thecentral proposition advanced in this brief note is that 
various fos of foreign control over the Phippine economy, 

Eand especially over the Lrowi patterns the economy is p -CC 

: 
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mitdto mqhvhedNc cnllcdvop ntto the
 
Clegce hatconitioseencreaed akig aresort to
hvc 

byPresident Marcos extremely likely. The "conomly, as a conse­
quieof ontsidc dlomination lniantainl primarilythog 
Z'Vaeforeign investmecnt suotlllOd(L by American public policies, 

lisbeen forccd to retaini its cANlonianr, with limited shifts 
tindustrialization largely controlkcd from the United States. 

An economist, Frank Golay, who has written extexisively 
about thle Philippine economy repeatedly -sveit that Filipinos
have successfully gained control of their cconoiny from aliens. 
In a recent, article lic writes that "Filip-inization has been rapid
:md the tiansformation of the inherited colonial-type cc ooy 
has 1b(cn substantially comipleted." (Golay, 1972, 1),19) In a 
paper presented at a Geolqctowvn Unlivcrsity seminar1 Oil Philip. 
pine-American co~onndc rclations in 1971, We stmic economist 
YCTpOrt(ly -!, .ed that *"iliTpir:OS 1kimoNV tha1t 1' lpinizalionl of the 
econom11y hais k-en1 Steady Over thc pa.St two decades, and thle 
array of Iegisitio:i, adridni"Antive Irgillaions, and policies which 
have been pursued h;.wc reduced Amecricanl participation inl 
th!: Philippince conomy to only modest proportons.' (Mlanila 

Jul'.'ju7, 1971 ) The implication of this analysis is clear:
since the ecolnmy Inns been Filipinlized and its colonial char­
acter "transformed," miy failure of the economny to satify dhe 
aspiraions of Filip-inos is chic entirely to the Filipinos themn­
selves, not to foriper "ho might stil be mianipuiltng the 
systen for their bcnefit. raher than for the economic develop. 
ment of thle Philippinles. 

There is a cutriwabroad in the land onl the qlues­
tion of who controls the Philippie economny. The radical movc­
ment stridently amserts that tie PhlilipineI UcniOmy is d~liliinatCd 
by Aincricains and other "iRpcil ct."Repected nationalist 
spo1:Csrnen make much thle same11poinit but inl lanl1gu;1ge- less 
attuned to the street. If there has been Filipinizatin of the 
ecnomy, it has mreant only, that a smiall group of Filipin.os
work with forcigncrs in rmitaining a set of cconornic rclation­
ships in which both groups are richly rewvarded at the expense
of the large majority of Filipinos. The demonstrators' slogan of 

? V V 
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''IlflpCliaIih1l, FCeuda !i.ti, Fac s' tiiirizos thc rclationshlip. 
(Ca:;lIN WO~ tl iffi'! cut ie of rea;lityl rc­thU C .11 V.11N 

fleeted ill tlmc~c Htatcrcicnt" .bmit thle I'liilippille ecoliny. Golay 
is of courisc cozi (Ct oil Filipilii/ItiIlI if ncmIyvi i the Philip­
pitic goverifliiit's (I!ive to climiil.1t( tilt, ('sidclit (hiiic~e fim 

tile retail tiade adIdc(I a s~I~i aI *CCltl,C (If C10110I~iC aC­
tivity to tile Filipinlo "I'le of tim lMcl. OWI. rfoliinalistic ilifts 
have lhcCll nimaie pc,''ihlc tlcmcI;i tuec giol~s ~of j(,ilit \'clnttii CS 

.10(1 \allollrS (il (citc', Ii'l, to lilaV!, tOw e'.tclt of tile 
foreigni pi(luIcC ice ill Piliil1(' CU.000( . (ioly, hlowever, 
luit he CI11ialcd on1 Ii-, a (I-1 that ;ncrh(ki.11tin 11ti ilpatiorl 

in the liclippinlL' (oll()1\ 11.1' 1)(111 lc I (l toI 0111\ "I10(ICAt 
jploportiolis.'' It is 11ih t '.,of (1li11m thiit is i" :I 1j(ted 

by all1 11iation.li.A nil P'ihi)jiliCt tO(i.LV..illt(lIC1:1 iitllc 

Fro iniall co ofimmin' I pdint of %.icw,diizu tmin oh of tiadi­
itiociall s(tolis of theL PI1 Ip:Iui(i 0 41.1(011V \ Al.nci .111 'olacd 

( 1969): 92-9)3) 1(hi., (111i,itiL i~fcui i!,cijijl1 acal ic:cI tllyV 
devacluation1 1) Ilicdi, Iftcr I a 11,w p lilt (if U.S. (ircit 
p1 ivate iii\etilit ill lti:g:J11" .IId p1au1ti:1,1 w(,ii 11Itiv, , s%\C1i 
as inl an1expacohoiic ~k(f o Alcii an ic.:cnccjfcc tilli'. a1id 

(lcclcircia;c ii i':, \K ic, on ill tice litticr tv.( si W ., had 

,S~ci~' I)ill," fo~r the Vi:1'. atii ti. (iItIl~ I'W IliCe 

coniliiil to) !oiilii'a io. iii ca, s .~i111d1c(I1ci' icidica­
tucc for lilt- I,0Nl) lc c.tficlwui~l lie ill!>'1' ( ). 8)ill( nint 
Ili tmLc silnevcr t ile top) 501 i.c (\01opol.tiwis in tile 
Phlilippiles had .i .1, oif :cpproxiccicly l~lin .i 750 
other A;ncic an conc ns i( ill hn'ici( 1c c Wicle Ilic Amen. 
Canl Emba]xssy attempts to play down the size of American private 
inlveStMvrt inl the Philippines, claiming thait it is o-nly hialf a 
billion dollars, the Philippine Securities and Exchange Comnmis­

http:climiil.1t
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sion, sets the figure at $2-hillio'l. Quantitatively, the American
equity L- the COtitiryS top 50 Corporations accounts for 42 
percent of total Stockholders' equity in 1ll the 1,000 top corn-

-1)-the~Clai thahe 

Cla 11CI: presel:l e In le 

- -1'l le~ econoniy has l.mcc r-cdcd to only "niodest propor­tions" requires considerable qualification.*R .Fi qual ificat ions
brconitargunients for rcjection wii othir fomis of Am erican 
Colntro,1 oer, thcec~otm y are ta-Con into account. 

Such of tile Control over the Philippine econtoy rcsults 
nov 4hrly froni foreCign l,ilC.SS but a1ls'o from1 'the growing
indd~tcdiss of the Philippines to othcr nations and to cmulti­
'Lateral banking iinstitutions. Thbis indebtedne-sm has been Cn­cour gd f•onn ,Outsideandby Filipino ec"nmdists wvho share 
th'cSame decloprnenl tll mlodels as the foril-cndes.1 By1'970 th Philippines owc a total of $1.96 billion to.o_- 25 na1­
ticos and irlirclnational insti utionsalnd would have h:,d to pay
o,-$!c80 1ilon that llrinitcre t'and amortization payments had 
not a .jor"r.structuri ,"oftlicitc debt be ninegotiated. ad
.h.otmillion eenCCII paid, it would have reptccunt.l 33 percent
of the expocted receipts from exports o agoods and Survic for­
1970. (Manila Times, B'akingutuppleni'is October 29, 1971, -

JLcc frc islf.5 percent eni ao:,ute total aedts. The dif­frIte htw i"i th , s o tandthe 12 tic of (1. 11illostoldiomei2S5 -quityti:rgs~ th tcrna! o'f 5 ct:LaSt U. S. - i asou d in gainin cO:trol 
thrU:e '. stuckl lli:S an1 ItO r[dai gpadts t oft he livdred capital thlrouch 

It fllould ,w 8 . pecat the n DO' onatistis do no iTnclude
A:inezicari htatn l ;sidi I att 'zo a :t ni011 i (! ltin: c ,,(t ons ini this 
par'I.ria wenlo oni Only tile• ettop A icrican corporations, not Oill l dinhc iiipn~thrue * Tristan tI'risirent of then Philippi -Amneican Chaterof 
Co;:IIIec of New,York and~ vice I're.ideint of 1!:maanfrctm,-ei H anover
Trust, a kadi rg laml, in the 23 111pillber Aiultnli xit.k cn:a,01rt: ui dvaling
with tie I'tl I!inu, onotedts that tie inlDppyn:at :;It good shapeifinancially an;dti a thlh l t I i 30 ti 
argue .for a larger l'ht, iesident tot0al is abLoot equal to :hll.n value of one 
yuars t, a figillc lie 2s- t len t I'hli t ies is low, II states thatthe tliiiiipine dacht proiI' zn is that tenation is"ovr xterldd (it) short- .
terml r!Its and llan~cretenldc(I onlog-er dU!ht;," a prOlACm thatrt...ict .ring."could•a.ily. sole. (The Journal of th AmriijcanI Chamberof Commrerce of the Philippines, Fbrioal 1970, p. 4) is solutirn to the
problem is the sahnh one adopted by the economists from tdedIilippines
who negotiated the debt "roll over" in 1970. 
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p. 10) TrI, rapidly mountig debt load and-its associated 

ebalance-of-payments problcm brought strong pressur from tl . 

to devaluc hs currcncy and adopt a "floating rate" for tie p.'o. 
Furthier indebtcdncss is being encouraged by tile World 

Batik group and, concomitantly, support is being givenr to the 
*Marcos administration's request for new taxes to raise sufficient 

money to pay the Philippine counierpart funds demanded be­
fore ncw World Baik loais willibe extendcd. (Manila Chronicle, 
March 16, 1972) To this influence over~thc key decisions af­
fccting the Philippines can bc added the increasing role being 
played by the IMF, the World Batik, the Asian Development 
Bink, the UNDP and a. host of related United Nations agencies 
over the types of dcevelopuient projects that will bo "encour­
aged" in nations like tile Philhpi)e.s. To the degree that outside 
agcncies are pernitted to exercise control ove r the types of 
"developmlnent" projects a nation can carry out, thcse agencies 
will deterinlinc the dircction in which its economy: will move. 
The evidence is conclusive that the web of controls exercised. 
by these -giencies is designed to assure ontly e,,tremely gradualist 
modifications ill the economic system, to kcep the Philippines a. 
steady source of the prodhcv, it has tradit;onally supplied to tile: 
world market and especially the minerals that it has licen sup­
plying in ever larger qlntitics in recent )cars, and to maintain 
as much opcvnc..s in thew Phililppine market for gnocl ; manu­
factured in the industrial nations : possible. The limited mlove 
towards mnufacturing are freqtieitly those dellanded by the . 
powerful multinational corporations. 

Otherforeign influences over the economy exist. For more 
than two decadus the United St.)tcs has mfaintained a specialized 
bureaucracy in Ihic Philippincs for the cxprcs,; piirpose of inflil­
ticing the nature of the devclopnent process. During this pcriod 
cxtreme prc.ssure has at times been applied on the Philippin7 " 
government to force it to adopt specific policies thought benek 
ficial by the Americans: an example was the demand for tax re­
form in the early 1950s (Wurfel, 1959) ; another wams the prcsstuie 
applied in 1962 to devaluc the peso. (Lichauco, 1968, p. 35') 

* Routinely the programs supported through the years by USAID 

' 
;::, :?: - ::: ;:/ "*' : , ;' ; "::' ,: : :, ', ,'', : . " - . ,.: L : , : .; '; : .,:: . .''. ' " 
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and its predccessors have been of a type to perpctuate the exist­ngeconomic, system and its-rl nth ol economy anin 
: no senlse to pronote..developm~ent al .activi ties. tlhatt..mould, sig-__, 

r nificantly altcr th nature of the Philippine economy or its pat-
Vtcr of relations with the industrial nations of tihe world. 

The last of the external sources of influcnce over the 
Philippine economy that deserves attention is Japan. *As has 
been frequently noted by American economists, Japan has now 
surpa.ssed tile United States as a trading partner of the Philip­
pines. The suddenmss of Japan's move to first place, aided as it 
was by the flow of reparation goods to the Philippines, was 
made possible by Japan's competitive price position, by abundant 
credit offercd by the Japancse, and by the availability in the 
Philippines of conditions that would permit long-tcrm exclusive 
contracts to be made for the supply of raw materials urgently 
needed by Japanese industry, For various reasons, including the 
absence of a t:eaty to regularize trade and commerce between 
the two nations, Japancse corporations have not invested heavily 
as yet in the Philippines through direct private investments, 
although they have indirectly by extending credit. The overall 
effect of the Japanese on the Philippine economy sems to be 
in the direction of reinforcing the controls exercised by other 
external agencies, namely, to assure that any development of the 
Philippine economy be supportive of the intrests of the inl­
dustrial nations. 

It is not the purpose of this note to discuss the rapidly 
expanding aaens onl thle part of a verr wide range of the-iy 
Filipino articulate public of the conditions dc::crilcd above. ']'his 
awairenlesS has produced a signal incrase inl ritical writing on 
economic rnuditins in the Philippincs, andl c,;pni .iay onl the 
destructive role played by foreign private corporations, and, has 
hlcped sp.-rk the powerful protest movemnlts that have been so 
much a part of the Manila political scene in the past everal 
years. Americans in positions of power vis-h-vis the Philippines 
have had remarkably unifomln response patterns to these Philip. 
pine developments, The president of the Philippine-American 
Charpber of Commerce of New York, after revieving the "prob­
lems" faced by private foreign investors in the Philippines, urged
that the Phiiippine govemment take forthright steps to resolve­
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the uncertainties in American-Philippinc relations and to cre­
ate a climate mole favor-JlIle to foreign li'sinscs. (Beplat, 1971, 
p. 15) This same point of view has lci argue(d with incrcLing 

fiC(luclicy il Inatclial plintecd illtile Amcricatt Emlbassy's pub­
lications, azd especially in aitiCs plocainlming tile (reative 

poVcls of foicignli iate invs'. tnent appemating iil Fee orld 

(jacoby, 1971 ; (aund, 1971 ; Ilolway, 1972), ald in the Jouryal 

of he Amcrican Cliarntbrof Cormnz'c of the i'hiiiupncs. 
While the allcgcd advattgcs of pl iug gi cattcr icliace on 

piivatc foicign investment for ecounomic development wcre being 

touted by the Amcri(aris, the role of foreign bisiic, in the 

llilippines was bwing agiied in th(isti('cts ai(l hehilnld (ollCge 
balicad.s on the bitter i,,,,ucof wlictlci or nut Filiiius wete to 

have any coiktirl over the pri(e of oil piol imti sold in their 

natiot. Forcig'n oil comill.lics (aiut U() pcimcent of tlic oil 
biisiiiss is in Aiiciicait hmd,) la( hcn l , ifulin imlposing 

price itincases t% ce ini a cor (l'.pit( Illmilltil-, opp,..itioll floi 

a variety .f citis of the ( oilmiilitv, ail tci pm lc(lcd al­

Io.st ilmlolc'iatclv to suhbmit p(itioms, for a thid ilitrca.sc. The 
lasvti eqiuit (oml (',iled % ith tlie ii t iohilt phase of the 
stii(ktlt (h'leti,) il.tiois aiaii the d..iiiiielit aid e(ndd in a 

iic : 


floir the oil (,) lmli.s: hc,lifigs oi ltll ,i(,m'-e (]hl;INcd
 
ittil after tile 1971 clc tirmv. Aniciiii I ill.,i11 c.Iii(i ally
 

tenm olary )(,t,iil'tlivilt of the I'w)h e I ;Ie ('t ls 

the oil Ct)p)ol.'tiilS ili the cl of ((,IlfmlIt tion p,,liti,' hams 
contrilhitc l f.l.d i ly to the l1ii1, :( . iil of lie yoiing­
cr generation of Filipito .;,of impi)itaut (tills (if the Nsorl:iig 

class, .itd of ('e illthc ti:es Inlclia.. Aim ic.i pul)lictl(). u;iied 
and ptivate prc: surc to c\tetl(l :1i1d '\p.Ild tlh s'ti'll of 

fo i , Lcorporation (cot'tl of tlhe, Ihililphiic ct flh):11 has (On­
trihutld to the pol.1ui1.itjoi of 1 ,hiin h(t%%cil the ]'re.sidcnt 
aind a hol..e nationtli.t (oiitioi Ilia! in ai:tlv slc.i'd.his its 
(ICtatIds to INCak -%vay from foi cignitolntiol of I( Philippine 
cCo' olny.
 

In view of the coniliet bctwcin giowigly picc.,4;ure from 
the Americans to resolve the mucertaintics sUrrounding private 
foreign investment in the Philippinc., in a manincr favorable to 
their continued-and expanided-operation in the future, and 
on the other hand the strong private and public pressures in the 

http:ilitrca.sc
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Philippincs to impose increasingly strict controls over foreign
business,* President Marcos wa. forced to make a choice : jointile nationalists in Sccklng~ api....mn"o"o"rocigznv' 
nients and foreign controls over the Philippine economy, or join
S forign-and especially American-interests in altering the 
conStitultional systcmn so that thc special position of Americanbusiness can be extended past the 1974 dcadlinc. PresidentMarcos 'Iose the latter option; and to implement his choice 
he had to resort to martial law as a device through which thenationalist coalition could be silenced if not destroyed, and the 
constitttional changes begun to permit his continued rule pastthe appointed tennination of his second-and final--tcrm as 
Prcsident, and to weaken the power of opposition forces tochallenge executive action. Whatever the short-run outcomeof martial law may be, one thing seems certain: President
Marcos has begun a process that at least for the present dhouldguarantee the itercsts of American busincs in the Philippines.
For thi first time in the history of the Philippines as an in­dependent nation, martial law and the coup hiave been made a 

3. 
" 

' 

Congiess had become increasingly critical of foreign business inrecent years and had pagsed a numler of hills placing restrietions on areasin wvhich new investments might be' made, Thc Suprcene Court, in astuming decsi.nn on August 20, 1972, declared that all Ame rican opertyacquired in the 1'h)iippi ucs iifler the "paity" an iedment and theLaurel-Langley Agreement would revert to the J'hilippiies at the termina­tion of the agreenent in 1974. Thi. means that the Americans vouM notonly lose their "special right" to buy props rty and to engage in extractingraw materials from the Philippines, as ivell as to engage in any type ofbusiness, btut would also lose what they had acquired during the life of the"plarity" arn'ct.I would anticipate that Aimh a greatefr lw-sllertiveof tinimfrom which tn 1i1pii,cve, tIsof 1972, III, Supit ni Cnit t t't'iinnWill bo held to 1hU' bv1!1l t~ llrlhiIgk lost lmnporta ii t even t d'!tenininlngwhen--but not why--the coup occurired.Tie new draft constitution reverses fle August 1972 derision of theSupreme Court and reaserts the right of Americans to retain title to anyand or property that otherwise codd not have b.,en -cquiire-dlegallyexcept for the special provisions accorded thei .s a result of "parity."(Article 17, Section 11, approved by the Constitutional Convention onN,:rovember 29, 1972.) Tlic constitution was to have b.e. smt t anational plesbiscite January 15 1973. At the last moment President 
Marco3 cancelled the plebikcite and ordered "citizens' assemblies" to 
discus ius reae to mata la a dth cznsio.nahe'sebhs to 

/ 

of ie ewchaterhesecre( a97 percent "vote" (by show of hands)in favor. He immediately proclaimed the constitution "ratified" and him­scIf president and prime minister. Reports indicate he intends to postpone
elections for seven years, 

73) 
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part of the governing proccss: the beginning of the "Latin 

Anicricani.z'.tion" of Philippine politics has begun. 
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