AGENCY FOR INTERNATION AL DEVELOPMENT R A'D USE ONLY
WASHINGTON, D C. 20823 ‘& c
BIELIOGRAPRKIC INPUT SHEET
A, PRIAAR ¢ .
" URIECT Social sciences SD00-0000-G732
f.LASSI- —_—
FlCATION |0 3t mrotnany

Political science--Philippines

2. TITLE AND SUBTITLE
The Marcos coup in the Philippines

3. AUTHOR

Stauéfer R.B.

4, DCCUMENT CATE 5. NUMBER OF PAGES 6. ARC NUMBDER
lop‘ ARC
7. REFERENCE ORGANIZATICN NAME AND ADDRESS
Hawaii

8. SUPPLEMENTARY NOTES (Sponso lnn Opganigatl{on, Publishers, & ,atlability)
(In Montﬁiy rev,,v.2 i@ S

$. ABSTRACT

10. CONTROL NUMOJER 11. PRICE OF DOCUMENT

PN-AAE-968

12, DESCFIPTORS 13, PROJECT NUMBER

Philippines

14, CONTRACT NUMBE

CSD-3293 211(d)

15, TYPE OF DOCUMENT

AlD 390+ (4+74)



THISi DOCUMENT HAS BEEN EVALUATED AS SUBSTANDARD COPY FOR
ROUTINE REPRODUCTION. EFFORTS IN AID/W TO OBTAIN A MORE
ACéEPTABLE COPY OF THE DOCUMENT HAVE NOT BEEN SUCCESSFUL.
DESPITE THIS DISADVANTAGE, WE HAVE CHOSEN TO REPRODUCE THE
DOCUMENT BECAUSE OF THE SUBJECT TREATED AND TO MAKE THE

DISCERNIBLE INFORMATION AVAILABLE.



THE MARCOS COUD IN THE PHILIPRINES

BY ROBERT B. STAUFFER

The following articls deals with only one aspect of the Marcos coup.
Feonomic and social confliet in the Philipnines has been intensifying since
the mid-1960s, distinguished by militant anti-imperialist stiugele agairst the
U.S. war in Vietnam and the U.S. penetration and influrnce in the
Plilippines. The Marcos government's pulicy of terror against the Muslim
popmlation of Mindanan, to make room for the expanding lorging industry
and other plantation interests, as well as avainst the popular anti-
imperialist movement, created fupther tension. It was also in the last few
years that the New People’s Ariy, the military arin of the G winunist
Party of thie Philippines, was established and hegan guerrilla activity, In
addition to these and other contributers to wonnting cconomic and political
crises, the ruling circles in the Philippines have been confronted with a
natienalist: coalition and leeal developments that threatened  the continta-
tion of U, S, enterprise. ‘T'he conp is examined hiere in the contest of the
latter development by Professor Stanffee who waches political svience at
the University of Hawaii and has recently returned from a year of research
and teachine in the Philippines, He adds by way of explanution: *The
imposition of martial law by residont Marcos in Septembes 1972, is
viewed in this paper as representing a seizure of power (Ly usiag the
armed forces to climinate the mass media, the Supreme Court, and
Coneress from the national decision-making process) sulficiently drastic
to warrant use of the term coup to describe the event. In the first two -
wonths following seizure of power he manipulated the Coastitntional Cone
vention (sitting at the time to dialt a constitution to replace the one dating
from the American occupation) into (1) incorporating the policies of his
“New Society” into the document, (2) extending his terin as chicl execu=
tive for an indelinite period subject only to his decivion to hald new elee-
tions, and (3) making changes in  existing constitutional  safesuards
governing the treatment of foreign private investment of a type designed
to “attract” multinational corporations to invest in the Philippines.”

The Editors

The central proposition advanced in this bricf note is that
various forms of forcign control over the Philippine economy,
and especially over the growth patterns the cconomy is per-
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mitted to take, have held back cconomic devclopment to the
degree that conditions have been created making a resort to
authoritarian political direction of the type recently imposed
by President Marcos extremely likely, ‘I'he CConemy, as a conse-
quence of outside domination maintained primarily through
private foreign investient supported by American public policies,
has been forced to retain its colonial form, with limited shifis
to industrinlization largely controlled from the United States,

A cconomist, Irank Golay, who has written extensively
about the Philippine cconomy repeatedly asseits that Filipinos
have successfully gained control of their cconomy from alicns.
I a recent article he writes that “Filipinization has been rapid
and the transformaton of the inherited colonial-type economy
has been substantially completed.” (Golay, 1972, p. 19) In a
paper preseated at a Georgetown University sensinar on Philip-
pire-Anmerican economic relations in 1971, the sime cconomist
reportecly stated that “Lilipiios know that Filipinizaon of the
cconomiy has breen steady over the past two decades, and the
array of legislation, administrative regulations, and policies which
have been punsued: have reduced American participation in
the Philippine cconomy to only modest proportions.” (Aanila
Limes, July 7, 1971) The implication of this analysis is clear:
since the cconomy has been Tilipinized and its colonial char-
acter “transformed,” any failure of the cconomy to satisfy the
aspirations of Filipinos is due entirely to the Vilipinos them-
selves, not to forcigners who might still be manipulating the
system for their benefit rather than for the cconomic develop-
ment of the Philippines.

There i a counterview abread in the land on the ques-
tion of who conwrols the Philippine economy, Thie radical niove-
ment stridently asserts that the Philippine cconomy is dominated
by Americans and other “hnperialiss,” Respected nationalist

spolesmen make much the same point but in language less

atturted to the street, If there has been Filipinization of the
ccononty, it has meant only that a small group of Filipinos
work with foreigners in maintaining a set of cconomic relation-
ships in which both groups are richly rewarded at the expense
of the large majority of Filipinos. The demonstrators’ slogan of
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“Imperialism, Feudalism, Fascism” summarizes the relationship.

Cleatly thae are two vactly different views of reality re-
flected i these statements ebout the Philippine cconomy. Golay
is of course cotrect on Pilipinization if only becawe the Philip-
pine govermment's drive to climinate the resident Chinese from
the retail tade added a sionificant percentaze of coonomic ac-
tivity to the Yilipino side of the Tedger. Other formalistic shifts
have been miade posible throngh the mowth of joint ventares
and varlous other devices desbed to mash the extent of the
forcign presence in the Philippine economy. Golay, however,
must be challenged on his ac crtion that American paticipation
in the Philippine cconomy has been reduced o only “modest
proportions.” It is this Goe of daim that is biverly pejected
by all nationalist intellectuals in the Philipphies today,

From an cconomict’s point of view, ditect contiol of tradi-
tional sectors of the Plalippine cconomy Iy Anmerioans and
American corporations mway have diminshed comeshat since
Philippine independence, wihouzh Golay's discuscion of the point
(19689 92-03) selics on data before decontiol and maonctary
devaluation produaced, after 19035, @ now spurt of US. direct
private investment in loczeing and plnitation aeaicabtare, as well
as inan expanding nawork of Amenican manofactinine and
commercial activitiea, Fapanson in the Iatter two sectors had
been taking place since the beeinmng of the indepoadance e,
Recent expancion into new fidds (e antorobile nioneiactin-
ing for the Scuthcact Ada manrat) and th continued presence
of sizable Amaican investments give rise to a question abouat
the propriety of the phiase “maodest proportions,” "i'he converya-
tive publiccion Bustuess Day's 1000 Philifpine Corforations
(1071) «tated that *Americn capocations in the Philinpines
continued to dominate sales, income, asets, and equity indica-
tors for the LOOD Laceat fiios in the commtiy in 16097 (p. 8)
In that same year the top 50 Ametican cosporations in the
Philippines had as ets of approvimately 81 Wilhen: some 750
other Ameiican conceins are in busines s thare. Whle the Ameri-
can Lmbassy attempts to play down the size of American private
investment in the Philippines, claiming that it is only half a
billion dollars, the Philippine Sccurities and Exchange Commis-
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sion scts the figure at $2 hillion, Quantitatively, the American
cquity i the country’s top 50 corporations accounts for 42
percent of total stockholders’ cquity in all the 1,000 top com-
panies. Clearly the claim that the American presence in the
Philippiie cconomy has been reduced to only “modest propor-
tions” requires considerable qualification.®* “I'he qualifications
become arguments for rejuction when other forms of American
control over the cconomy are taken into account.

Auch of the control over the Philippine ceonomy results
not anly from forcien business but also from the growing
indebtedness of the Philippines to other nations and to multi-
lateral bauking iostitutions. This indebtedness has been ene
couraged from outside and by Filipino cconomists who share
the same developmeintal models as the forcign lenders. 5% By
1970 the Philippines owed a total of $1.96 billion to sonie 25 na-
tions and international institutions and would have had to pay
S460 million that year in interest and amortization payments had
not amajor Mrestructoving” of the debt been negotiated. Had
the §480 million been paid, it would have represented 33 percent
of the expected receipts from exports of goods and services for
1970, (Manile Times, Banking Supiplement, October 29, 1971,
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of Commerce of the Philinpines, Febrizany 1970, p. 4) Iis soluticn to the
problem ds the same one adopted by the cconomists from the Ihilippines
who negotiated the debt “roll over” in 1970,
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p. 10) The rapidly mounting debt load and its associated
balance-of-payments problem brought strong pressure from the
International Monctary Fund, ultimately forcing the Philippines
to devalue its currency and adopt a “floating rate” for the peso.

Further indebtedness is being encouraged by the World
Bank group and, concomitantly, support is being given to the
Marcos administration’s request for new taxes to raise sufficient
moncy to pay the Philippine counterpart funds demanded be-
fore new World Bank loans will be extended. (Manila Chronicle,
March 16, 1972) Lo this influence over the key decisions al-
fecting the Philippines can be added the increasing role being
played by the IMY, the World Bauk, the Asian Development
Bank, the UNDP and a host of rclated United Nations agencies
over the types of development prajects that will he “cencour-
aged” in nations like the Philippines. To the degree that outside
agencies e permitted to exercise contrel over the types of
“development” projects a nation can carry out, these agencies
will determine the direction in wlhich its cconomy will move.
The evidence is conclusive that the web of controls exercised
by these agencics is designed to assure only extremely gradualist
modifications in the cconomic systein, to keep the Philippines a
steady source of the producty it has traditionaily supplicd to the:
world market and especially the minerals that it has heen sup-
plying in cver Iurger quantitics in recent years, and to maintain
as much openness in the Philippine market for goods manu-
factured in the industrial nations as possible. The limited moves
towards manufacturing arve frequently those demanded by the
powerful multinational corporations.

Other foreign influences over the economy exist. For more
than two decades the United States has maintained a specialized
burcaucracy in the Philippines for the express purpose of influ-
encing the nature of the development process. During this period
extreme pressure has at times been applicd on the Philippine
government to force it to adopt specific policies thought bene-
ficial by the Amecricans: an example was the demand for tax re-
form in the carly 1950s (Wurfel, 1959) ; another was the pressuge
applied in 1962 to devalue the peso. (Lichauco, 1968, p. 35)
Routincly the programs supported through the years by USAID
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and its predecessors have been of a type to perpetuate the exist-
ing cconomic system and its role in the world economy, and in
no sense to promote developmental activities that would sig-
nificantly alter the nature of the Philippine economy or its pat-
tern of relations with the industrial nations of the world.

The last of the cxternal sources of influence over the
Philippinc cconomy that descrves attention is Japan. As has
been frequently noted by American cconomists, Japan has now
surpassed the United States as a trading partner of the Philip-
pines. The suddenncss 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 offered by the Japanese, and by the availability in the
Philippines of conditions that would permit long-term exclusive
contracts to be made [or the supply of raw materials urgently
needed by Japanese industry. For various reasons, including the
ab:ence of a treaty to regularize trade and commerce between
the two nations, Japancse corporations have not invested heavily
as yet in the Philippines through dircct private investments,
although they have indirectly by extending credit. The overall
cffect of the Japanese on the Philippine economy scems to be
in the direction of reinforcing the controls exercised by other
cxternal agencics, namely, to assure that any development of the
Philippine cconomy be supportive of the intcrests of the in-
dustrial nations,

It is not the purpose of this note to discuss the rapidly
expanding awareness on the part of a very wide range of the
Filipino articulate public of the conditions dezcribed above, ‘This
awareness has produced a signal increase in critical writing on
economic conditions in the Philippines, and especinlly on the
destructive role played by foreinn private corporations, and has
helped spark the powerful protest niovements that have been so
much a part of the Manila political scene in the past several
years. Antericans in positions of power vis-d-vis the Philippines
have had remarkably uniform response patterns to these Philip-
pine developments, The president of the Thilippine-American
Chamber of Commerce of New York, after reviewing the “prob-
lems" faced by private foreign investors in the Philippines, urged
that the Philippinc government take forthright steps to resolve
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the uncertaintics in American-Philippine relations and to cre-
ate a climate morc favorable to foreign business. (Beplat, 1971,
p. 45) This saume point of view has been argued with increasing
ficquency in matetial printed in the American Embassy’s pub-
lications, and cspecially in articles procaiming the creative
powers of foreign private investment appeating in Iiee World
(Jacoby, 1971; Gaud, 1971; Holway, 1972), and in the Journal
of the American Cnamber of Commerce of the Phifippines.

While the alleged advantages of placing gicater reliance on
private forcign investment for econnmic development were being
touted by the Americans, the role of forcign husiness in the
Philippines was being argued in the sticets and behind college
bazicades on the bitter issue of whether or not Filipinos were to
have any control over the price of oil products sold in their
nation. Forcign oil companies (about 80 pereent of the oil
business is in American hands) had been sacce ful inimposing
price incrcases twice in a year despite mounting opposition from
a varicty of sectors of the community, and then proceeded al-
nmost immediately to submit petitions for a thitd increase. The
Iast request corresponded with the most violent phase of the
student demonstiations agains the government and ended in a
temporary poctponement of the new price increace demands
fiom the oil companies: heatings on the reane were delayed
until after the 1971 elections. American budness, and especially
the oil corporations in the era of confrontuion politics, has
contributed masively ta the political radicalization of the young-
cr generation of Lilipines, of fmportant scctors of the working
class, and of thowe engaged in the mas media, American public
and private presure to estend and expand the system of
foreign corporation contiol of the Philippine cconomy has con-
tributed to the polaization of politics hotween the President
and a loose nationalist coalition that has incesantly preseed its
demands to break »way from forcign contiol of the Philippine
ccoromy.

In view of the contlict between growing pressure from
the Arncricans to resolve the uncertaintics surrounding private
forcign investment in the Philippines in a manner favorable to
their continued—and expanded—operation in the future, and
on the other hand the strong private and public pressures in the
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Philippines to imposc increasingly strict controls over forcign
business,* President Marcos was forced to make a choice: join
the nationalists in sccking a rapid climination of forcign invest-

ments and foreign controls over the Philippine cconomy, or join !
the forcign—and especially American—interests in altering the |
constitutional system so that the special position of Amecrican g

1

business can be extended past the 1974 deadline. President
Marcos chose the latter option, and to implement his choice b
he had to resort to martial law as a device through which the '
nationalist coalition could be silenced if not destroyed, and the
constitutional changes begun to permit his continued rule past
the appointed termination of his sccond-—and final —term . as
President, and to weaken the power of opposition forces to
challenge exccutive action. Whatever the short-run outcome
of martial law may be, one thing scems certain: President
Marcos has begun a process that at least for the present chould !
guarantee the interests of American business in the Philippincs.
For tha first time in the history of the Philippines as an in-
dependent nation, martial Iaw and the coup have been made a

* Coengress had  become increasingly critical of foreion business in
recent years and lad pasced a number of hills placing restrictions on areas
in which new investments might be made. The Supreme Court, in a
stunning decision on August 20, 1972, declared that all American property
acquited in the Philippines under the “parity’” amendment and  the
Laurel-Langley Agrecment would revert to the Philippines at the termina-
tion of the agreement in 1974, This means that the Amecricans would not
only lose their “special right” to buy property and to engace in extracling
raw malerials from the Philippines, as well as to enpiaee in any type of
business, but wonld alsn Jose what they had acquired during the life of the
“parity" arranogeiments, T woald anticipate that with a greater perspective
of time from which 1o view the events of 1972, 1his Supreme Conret decisinn
Will L Lield 1o have been the single most imporfant event detennining
wllt'll-——hlll not \\'!1)’—-[]!{' coup occurred,

The new draft constitution reverses (he August 1972 decision of the
Supreme Court and reasserts the right of Americans to retain title to any
land or propeny that otlierwise could not have been acquired legally
except for the special provisions accorded them as a result of “parity,”
(Article 17, Section 11, approved by the Constitutional Convention on
November 29, 1072.) The constitution was to have been submitted to a
natienal pleshiszite January 15, 1973, At the last moment President
Marcos cancelled the plebiscite and ordered ‘citizens’ assemblics” to
discuss issues related to martial law and the constitution, On the question
of the new charter he secured a 97 percent “vote” (by show of hands)
in favor, He immediately proclaimed the constitution “ratificd” and hime
sclf president and prime minister, Reports indicate he intends to postpone
elections for seven years, :
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part of the governing process: the beginning of the “Latin
Amcricanization” of Philippinc politics has begun.

BIBLIOGRAPHY

Beplat, ‘I E. (1971) “Problems Facing Foreign Investors in the Philip-

_ o pines.” Frec World 22 (b): 44-47.

"Beplat, ‘I, E. (1970) “Philippine Problems: A Letter.”” The Journal of the
American Chamber of Commerce of the Philippines 46 (February) :
e

Business Day (19715 Busness Day's 1,000 Top Phiippine Corporations.
Queson City: Business Day.

Gaud, W. §. (1971) “Pinate Euterprise is Vital for Developing Nations.”
Free World 20 (6): 18-21.

Golay, I, (1970): “Feonomie Nationalism: ‘The Drive to Filipinize.”
Solidartty 7 (I'ehiuary )y 2200

Golay, ¥, ot al (1969 Underdercdopment and Economic Nationalism in
Sontheast Aaa, Ithay 2. Comell University Press,

Holway, J. {1972) “lorciun Investments Boost National Development.”
Free World 21 (2): 4-9.

Jacoby, N. 1 (1971) “ Lhe Multinavional Corporation: A Werld Power to
Unite People ™ Free World 20 (6): 12-17,

Lichauco, A. (1968) Nationalian, FEconomic Development and Social
Justice, Manila: Report Noo i, Institute of Feonomic Studies and
Sodial Action, Areneta Univerdty,

Wurfel, D. {1999) “Toraen Avl and Social Reform in Political Develop-
ment; A Philippine Case Stady duienican Political Science Review
53 (June): 4H6-182,

Subscribe or rencw your subscriplion now!
Sub raies go up on May 1!

MONTILY REVIEW
Special sub rates to students: $5 {{oreign $6; £2+55)
[ 1 year $7 (foreign éi); 13440
(7] 2 yoars $12 (forcign $14; L6

Monthly Review Prass Monthly Roviow Pross
116 Wost 14th Streot 33/37 Moroland Strect
New York, N. Y, 10011 London, E.C. I, England
| enclose $§ .ocevveeee oo v e | enclose £

Ploase tend ma MONTHLY REVIEW for [ two years [ one yoar

{Canadian subscribers must pay foreign rate)



http:studer.fs

