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SUBJECT: 

Mr. James R. Fowler, Acting Regional Director 
O~fice of F:;~~operations 

Byron L. JO~" ~or the Phili:ppine Study Team 

{/ 
Report of 'the Philippine study Team * 

Your Study Team is pleased to present the attached report, con­
taining a development program for the Philippines. 

In accordance with your instructions, the study Team sought to 
J"earn from Filipinos what their hopes and :plans for the future ,were, 
what steps they,rere taking to accomplish their objectives, what their 
problems were, what approaches were being taken to these, and what 
Filipinos thought the United States cO)lld or should be doing to assist 
in the acceleration of Philippine development. 

Mter extensiye preparatory study in Washington by :part of the 
Team, and after Philip:pine study, travel and conferences by the entire 
Team from May 20 ~hrough July l4-, we recommend this program as present 
priority in Philippine development. 

Our report finds great potentialities for development in the 
Phili:ppines. :Both in hUljl8J1 and physical resources, the country is ripe 
for accelerated development. This poses the fundamental @estion: Is 
it in the U.S. interests to accelerate the rate of progress in the 
Philippines? If the answer is affirmative, as the Team recommends, 
the cost is ~ertainly within the capabilities of the U.S., for it 
requires a minimum of grants and a reasonable inIllsion of-loans. 

The chances for success of Phili:ppine development move into 'high 
probability if the U.S. will now decide to provide leadership and 
su:p:port, suited to the tasks. The limitations which now hamper ~evelop­
:ment can be rellJOved as the U.S. Mission insists on a certain amount 01'_ 
:rationality as the price 0_1' our participation. The structural reforms 
recommended in the report will help speed the process. The Team recom­
mends that the U.S. Government agree to act favorably in support of' 

,this :program. 

We believe that this :program reflects a substantial consensus of 
the views of informed Filipino- leaders and that it provides a basiS for 
a significant turn-around of the U. S. AID, efforts in the Philippines. 
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The body of our report discusses the goals, the obstacles, the 
recommended program and the administrative action needed to implement 
the program. The Team has also prepared a series of a}lpendices dealing 
at greater length with individual programs and special problems that 
it found. 

Each of us joins in appreciation to you, to the Washington and. 
field staff who were so helpful to us, to the many in the Embassy who 
lent us every aid, and especially to the Filipinos whose warm friendli­
ness, and candid and courteous reception made the entire experience an 

'unparalleled pleasure. 

Attachment: Report - '~ Development Program for the Philippines" 

~~embers of the Philippine Study Team 
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A Report of' the 

Phil~pp~ne study Team 

July 3l, ,l961. , 

A DEVELOPMENT PROGR4M FOR THE PHILIPPINES 

Chapter f - The Setting 

Introduction 

The Philippine nation has come a long way. The damage sustained 
during World War II is almost erased. The financial institutions have 
been growing rapidly, doubling in the past decade. New industry is in 
evidence; education is popular. There are more holders ot: some kind 
of' college diploma in the Philippines than in any country save the U.S. 
Even the smaller towns have public and private schools. Schools run 
for profit, from tuition, are common and well patronized. 

, The population is not pressing heavily on resources. f.~though 
'population growth is rapid, the country is so rich in resources that 
the growth can be easily absorbed. While nmch of' the :population 'seems 
not to move about, Manila ~i? grow~ng rapidly. The Island, of Mindanao 
is receiving about l,OOO pe:;;sons a week, one indication that its potential 
is being recOgnized. 

" The First National City Bank of' New York, in its recent letter on 
the Philippines, is properly enthusiastic. It says", in part: 

"Output in all sectors is rising; a restless spirit of' progress 
pervades the nation •••. There has been steady progress in the 
struggle to dtversiry production and strengthen the economy ' ••.• 
Foreign exchange reserves are be~ng replenished •••• The Government' 
budget has been brought into balance •••• Among f'avorable factors 
are bountiful natUral resources, political stability, and a relatively 
high level of public health and education. The literacy rate is' the 
second highest in'Asia; mortality rates are among t~e lowest, •••• 
They have adopted f'ree enterprise with its market-oriented economy •••• 
The pai;ent need is' for investment capital to step up the development 
process. 
, "The Filipino people have responded well to the challenge of 

,these formative years. They have achieved political stability and 
growing maturity of', government. They have'made continued progress 
in widening the economic base and improving living standards. They 
have willingly assumed international responsibilities •••• The 
primary task now is to mobilize the nation I S resources -- human, 

./natural 
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natural, and financial -- in a concerted effort •••• If present 
constructive policies continue, there is every hope that Filipino 
aspiration for a better life will be realized." 

The Study Team did not attem;pt' a detailed economic survey for ~TO 
reasons. An IBRD Team was in the .Philippines for that :purpose during 
the same period, and its forthcoming report .-Till no doubt provide an 
excellent current economic survey. Incidentally, the Study Team held 
ip..f'ormal consultation ,Tith the IBRD team, both in the field and in 

. Washington, about many aspects of development in the Philippines. Secondly, 
an excellent historical analysis covering the major economic facts and issues 
has just been published by Cornell University Press. Persons interested 
in' this background are referred to The Philippines: Public Policy and Nation­
al Economic Development, by Dr. Frank H. Golay • 

The U.S. in the Philippines 

The peculiar history of Filipino-American relations provides a uniCj).le 
opportunity for effective cooperative 'action which could substantially 
influence all of Asia. Geography and history have both contributEl9. unusual 
bonds of mutuality of great current value to both countries. 

Four thousand years of individualistic Malay-Filipino tradition, 
400 years of interaction with the'Hebraic-Christian values of the western 
,World and 40 fruitful years of intimate participation in dynamic American 
life have uniCj).lely·eCj).lipped the Filipino for leavening the loaf of authori­
tarian Asian society. 

Filipinos regard Americans as part of the same family. This dimension 
of deep and continuing sentiment has its roots in the ~ftlayan bilateral 
kinShip system very similar to Western European and American societies 
l;)Ut very unlike other Asian cultures, and in the "comlJ8.dre" system arising 
from the reCj).lirement·of the Church for a co-sponsor of one's child during 
the Sacrament of Ba:ptism. (See Appendix 2 for more complete discussion' , 
of the U.S'. in the Philippines.) 

Hence, Filipinos regard Americans as an intimate part of their family. 
They project toward them either fraternal or compadre s~ntiments with the 
neu,ork of responsibilities and obligations inherent in these sentiments. 
It would be difficult to overstate the degree to which this is a fact in 
Philippine life or to exaggerate the opportunities which these sentiments 
provide ~or effective Fil-American cooperat~ve action. 

lihen one Filipino friend, an editor and writer, 
underestimate your power h~re and do not hesitate to 
speaking of the de:pth of these sentiments. 

sa:i:d'to us "Do not , 
use it! ff, he was 

The verity with which he spoke has been validated repeatedly during 
the last few years by various measurements of public opinion among 

'jlegisla tOrs 
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le8islators, university students, and the general population. The degree 
to irhich Filipinos have identified themselves with Americans and with the 
policies of the U.S. is startling. The degree to "hich official U.S. 
policies, programs and: personnel have ignored this most elementary fact 
during the last few years is almost as amazing. 

In all soberness, we need each other; each quite as much as the other. 
Our troops enjoy the use of Philippine bases. Our regional couriers are 
centered there. Our regionaL USIA press operates there. 0Qt civilians 
participate prOfitably in their affairs. :&ndispensabLe eLements for the 
defense of our mainland communities as well as the barrios and cities 
of the archipelago are there. 

Therefore, U.S. purposes in the Philippines include the stubborn 
need that our sister republic not only prosper but move forward with vigor, 
releasing the creative .potential of its people. 

OUrs is one of the really rew choice relationships among peoples 
·which ma~ficently transcend political ties, preferential treaties and 
military alliances. This relationship, established during the last 60 
years, lIlllSt be nurtured with wisdom and insight. To do less would be 
te betray both our heritage and our estate. 

Whether we wish it or not, every Asian who looks to the Philippines 
sees not only the flag ;,hich is its Ow-U but all;lo the Stars and Stripes of 
the U.S. In this fact there are inescapabLe obligations and opportunities. 

This stuOy Team believes with conviction that creative policies and 
programs rooted in the historic depth of .American involvement in the 
Philippines, in the warmth of personal relationships between our peoples, 
can enable our sister republic to project the American revolution into 
the. fortresses of Asian oligarchy and imperialism. 
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Chapter II - Philippine Development Effort 

, . 
The exigencies of war, the Japanese occupation, the widespread de-

struction, and the Euk movement after the war, all serv~d to underline 
the urgency of concern for economic development in the Philippine~. As 
a result of this, the Philippire s have undertaken and accomplished not 
only a major task of reconstruction, but launched.significant further 
steps in economic development. By Asian standards, great strides have 
been ~aken. By U. S. standards, much more remains to be, done. 

Philippine Goals 

Planning • 

The Philippines have a de facto plan, prepared by the National 
Economic Council, whichras been serving as a general guideline to their 
development. Officially, the plan has not been formally approved by the 
NEC, but it is informally operative in guiding governmental action, and 
in influencing private action. 

The NEC serves as the planning instrument. Its staff is of a high 
level of competence. However, the structure places limits' on what can be 
accomplished. The NEC is a conglomerate board wi1;h a Chairman named by 
~he President. (The present chairman, Dr. Jose Locsin, is a farmer­
physician, an ex-Congressman and an ex-Senator). Majority and minority 
congressmen and senators serve, along with the Governor of the Central 
Bank, the Governor of the Development Bank; and public representatives from 
Industry, Agriculture and Labor. Other public officials sit in, as ap­
propriate. The chairman serves on the fiscal policy coIlDllittee of the 
government. 

The NEC has some powers to 'approve foreign loans, but its success 
is largely dependent upon informal relationships between itself and the 
Budget office, upon the prestige of the Council in the Congress, and on 
the skill of the chairman and the staff in· securing appropriate action in 
the private sector to accord with their plans -- in this they are aided 
by the bank representatives. 

The NEC has not only-the office of national planning, but also the 
office of foreign aid coordination, the reparations group, and an office of 
statistical coordination and standards. The foreign aid coordinator sits 
;nth the council. Officially, ICA operates with and ,through the !'IEC in 
its Philippine contacts, negotiations, and deCisions. 

The present enrphasis of the NEC, accord~ng to the chairman, is to 
determine and follow up as governmental responsibility the priorities for 
infrastructure. The emphasis is also to encourage private sector activity 
in accordance with their priorit~es. Hence the encouragement to iron and 

/steel, . · 
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steel, ~ning) chemicals, and power • 
. , 

The NEG is now engaged in up-dating its plans and cost estimates. 

The Philippine planning process is working but at less than maximum 
efficiency; There is reason to believe that the planning effort can be much 
more significant where the chief executive serves as the head of the plan­
ning unit. He cannot, of course, attend every meeting but his presence 
will be felt when he is absent. 

The Philippine Government may wish to consider naming the President 
as Chairman of the NEC and it may wish to convert some of t~e present mem­
bershi~s into ex-officio, non-voting, and liaison status. Under the present 
structure, the executive function of planning ,all remain.an open invita­
tion to debate policy pr;oposals.".in the wrong forum, and it confuses legis­
lative and administrative staff roles. A better pattern might well be to 
create a separate presidential council of economic advisers and an execu­
tive planning organization, working closely together. 

At this point it may be in order to enter a caveat. 

. The Study Team heard some critical remarks about NEC, contrasting it 
to the tight planning of the Government of·India. This is a deceptively 
simple generalization which ignores the profound differences in social tra­
ditions and political operations between individual countries. 

Peculiar and particular characteristics of the Philippine society are 
presented in Appendix 1. It is sufficient here to say that Philippine so­
ciety is individualistic, non-authoritarian, almost anarchical; by contrast, 
Indian SOCiety is relatively collective and ordered. For thousands of years 
the Malay-Filipino family has been bilateDl and extended; the Indian family 
unilateral and circuilar. Consequences of this ancient social structure in 
the Philippin~s result in a dynamic, 'shifting political scene, inherently 
individualistic and democratic. Legal and administrative power in the Philip­
pines is indeed over-centralized; but actual political power is highly dif­
fused and tentative. To the amazement of Latinos and neighboring Asians, 
the gentry seeking ~ilippine political office are at the mercy of the votes. 
of their tenants, workers and servants. 

Congressmen and governors are expected to deliver concrete governmental 
benefits to their localities or they may not be re-elected. Their opposition 
is always present, all-rays vocal, and always campaigning to unseat them. 
Hence rea:).. political power rests with the provincial and municipal leaders.l 

The political power of the President derives from his ability to hold the 
suppQrt of local leaders. Consequently, tight centralized planning and 

jregulatiqn 
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regulation is a political impossibility because of the essentially demo­
cratic character of Philippine politics. 

Fortunately there is another kind of planning which is indigenously 
possible in the Philippines. It has a familiar .l\rnerican quality. This is 
planning for the release of the creative energy and imagination of individu­
als in the exercise of their private initiative in a free competitive 
economy. 

The pl?nning endorsed by the Study Team for the Philippines is of this 
,kind, providing opportunities, releasing creative energy, establishing con­
ditions and climate for economic growth and adventure, inviting participation 
of all Filipinos individually-asnanagers or workers, or collectively as 
corporations or unions. On the broad outlines of thiS, they are doing quite 
well and wi~h a modest amOunt of help along'technical lines, in a few areas 
of interest, they will do very well. 

Planning for Mindanao. 

'Attention currently is especially concentrated on planning for the 
development of the Island of Mindanao (an idea which goes back to the year 
1936, at least), the plan 'Which is in final stages of preparation will re­
'portedly relate to all such matters as: 

Roads, bridges, ports, and harbors; 
Power, industrial and agriculturai development; 
Water systems; 
Rural health units and hospitals, and malaria eradication; 
Education, school buildings, vocational schools and colleges; 
And other social and economic development • 

The Study Te~ visited extensively across the Island of Mindanao, hold­
ing private and public conferences on development at Zambuonga, Iligan, 
Cagayan. de Oro, and Davao. In addition, the Team viSited Cotabato, and 
Marawa City, and observed much of the island from the air. The Team was 
deeply impressed by 'the richness of the agricultural and forest land, by 
the enthusiasm and dr;i.ve of the people, py the abundance of power and min­
eral resources, and by the sense of adventure that permeates the island. 

The recent passage of the Mindanao Development Act is a most favorable 
augury for the future of the island, 'Which is the "new frontier" of the: 
Philippines. The Team has full confidence in the wisdom of identifying this 
as a geographic' area worthy of more ,intensive national interest in development., 

However, the Team has taken as its foCUS the development of the 
, 
!Philippines. 
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Philippines. This report contains a program for the Philippines. Hence 
the Team does not recollllllend special attention to development in Mindanao 
except as part of national development. To choose otherwise appears a most 
unlikely course of action. Conditions among the Moros on the Sulu Islands 
may be more worthy. The dest~ction of forests on Gebu may be more seri­
ous. The population pressure in Luzon may be greater. 

The Team hopes that the Philippine Government will make good, prompt­
ly, in Mindanao. However, the Team recommendations are directed at con­
ditions throughout the country, not just at conditions on individual is­
lands. Money to finance development on Mindanao will be forthcoming from 
the regular departmental budgets, from Japanese reparations payments, the 
IBRD, the Ex-Im Ban..l( and other credit sources, for infrastructure an~ for 
po,rer installations, inter-island shipping, and basic industrial plants. 
Public and private development spending and lending would accelerate the de­
velopment of the region. AID grants and loans should be made at any given 
time, on the basis of priority status in the total development program of 
the Pnilippines, not just because of their region~ location. 

The Actual Goals 

TYPical Filipino response to inquiries about national goals were like 
Gompers' response as to the goals of labor, to wit: MORE. 

Almost everyone agrees on priority for transportation to Unite The 
Islands, and on power to Light The Islands. Concern for improving produc­
tion and income in rural areas is fairly widespread, but seems to suffer 
from substantial frustration because of repeated fumbles and failures in 
past official programs, such as promotion of rural credit, irrigation and 
fertilizer. 

There is general recognition and agreement that a dairy industry and 
livestock promotion program (herds were drastically d~pleted by the war) 
would improve income and diets, and reduce the drain on foreign exchange 
for these purposes; thus ~ndirectly contributing·this support to the de­
velopment process. 

Almost no mentioh is made of education and health as goals for immedi­
ate attention (except as these relate to population growth and population 
movement to ~undanao), and little attention is given communications. In­
deed, even when asked about education outright, most respond that there are 
plenty of trained or skilled manpower, 9r that ample facilities exist to com­
plete any needs that arise • . . 

Some attention is given by local officials and businessmen to the im­
provement of public'services, especially policing in areas where banditry 
·and piracy are·being practiced. 

lIn 
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.In the industrial sector, attention. is most fre~uently focused on 
power, iron and steel, chemicals (especially fertilizer), mining, and 
petroleum. 

The Philippines,have had a period in which they made substantial 
public investment in industry, partly because the private sector was 
hesitant. The record of operation has been sufficiently spotty so that 
private management of many of these public investments is now being se­
cured, and new private development is generally welcomed. 

Major Obstacles and The strategy for The New Program 
Political and EconOmic Obstacles 

The chief political and economic obstacles to the accomplishment of 
the goals of the Philippines appear"to include inade~uate capital, over­
centralization of government, and controls that inhibit development. Each 
of these will be discussed in order, together with the steps necessary to 
overcome these obstacles. 

Ca-pi tal Needs. 

The need for capital is felt in all sectors. However, it is especi­
ally significant in the development of transportation and power, for with­
out these, the development of industry, mining, agriculture, forestry, and 
all forms of commerce are delayed. PAL, the Philippines Air Lines, is 
prompt, efficient, and almost everyWuere. It does very well on a modest 
investment. It is a natural·development in an archipelago of more than 
7,000 islands, over 800 of which are inhabited. But the highway system 
is incomplete, and the secondary, feeder, and farm-to-market roads are 
'Very inade~uate. Rail lines are even more inade~uate. Although the islands 
have the greatest highway in the world, which needs no maintenance -- the 
seas -- their ports and docks are inade~uate, ships too few, and rates too 
high. Practically everyone mentioned that it costs less to ship from'the 
United States to Manila than from Manila to outlying Philippines ports! 
Civilization follows transportation, and transportation builds markets. 

The great power potential in the Philippines lies in falling water. 
Almost every island is really a mountaintop. Hence, the larger ones in­
clude great hydro-power potential, of which little is now explOited. Low 
cost hydro-power is essential, and could greatly accelerate econo~c de­
velopment. Only limited amounts of coal, oil, and gas have been found thhs 
£ar. 

Capital is needed for both the basic purposes of transport and power, 
as well as for other development. 

!Improving 
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Improving Capital Formation 

Capital is the product of many forces. Development loans or grants 
should be the last resort, after every reasonable effort has been made to 
generate capital by internal financial practices, by import substitution 
or reduction, by export expansion, and by the attraction of foreign capital. 

Filipinos fully understand that domestic capital is needed to pay for 
local labor and material, and that foreign capital or foreign exchange is 
needed in procurement of goods and services from countries overseas, for the 
external components of a development project. 

1. Mobilizing own capital. 

In recent years the rate of growth of investment funds through 
banking and insurance in the Philippines has averaged almost l5~, which indi­
cates that much is being done. ¥lltual funds' are also growing; yet savings 
and loan associations, credit unions, and various types of savings banks 
are barely known here. Active promotion of such additional forms of sav­
ings generating institutions would help teach the virtues of thrift, the 
sanctity of contract, and the need for monetary integrity. By ridding the 
country of currency controls and of the export tax, and keeping tariffs to 
the minimum, it is likely that more of the earnings from exports would be 
available for use in development. 

The Central Bank has shown substantial.sophistication in the handl­
ing of the money supply. The current high level of unemployment has caused 
the Bank to look with favor upon expansion of private and public credit. 
The Central Bank is the prime buyer of government bonds, so that public defi­
cits are almost entirely e~uivalent to new money. Insofar as this course of 
action can be used to generate capital, the government is competent to use 
it. Events during 1959 and 1960 show that it'is e~ually capable of credit 
restraint to fight inflationary tendencies as these d~velop. ~ 

The tax structure suffers from weakness in assessment and collec­
tion, especially of the property tax, but also, reportedly, of the income tax. 

It has been suggested that AID might help by support for aerial 
mapping, to be used in conjunction with land mapping for both title registra­
tion and property tax assessment. If in addition, the local units of govern­
ment had a larger interest than the 10% of yield now shared with them, the 
property tax yield might be sigJ?ificantly improved, and, finance more public 
capital. 

Income tax compliance might be improved in conjunction with a shift 
in the public works budget from "pork barrel", to shared revenues, so that 
taxpayer morale would not be hurt by what appear to some to be waste and 
abuses. (Discussed at greater length under decentralization, below.) 

/2. Import 
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2. Import Reduction. 

The $Upp~y of ca~ita~ in the form of foreign exchange needed for 
mac:hinery, etc., could be substantially inWroved by encouraging the pro­
duction within the Philippines of those items now purchased outside, but 
easily capable of being prod~ced internallY. Foremost among these are 
foodstuffs. Notwithstanding the productivity of the SOil, Filipinos are buy­
ing foreign rice, at times, as ,rell as dairy products and meat. Though 

. next to the sea, they also buy fish. 

Feed Filipinos First ought to be the cry. Actually, the country 
is approaching self-sufficiency in rice. And it is just beginning to 
launch a dairy industry, with government encouragement. The beef cattle 
industry is getting .a new start.' Cattle shortages arising from the wartime 
slaughter caused President Magsaysay to secure passage of a law prohibiti~g 
slaughter of the carabao, the ubiQuitous water buffalo. This animal is a . 
docile cow, slow but willing draft animal, and practically a children's pet. 
Its milk yield is small. Not very efficient for milk, work, or meat, it does 
well as a compromise. 

Pigs and chickens are getting increased attention, aided by past 
technical cooperation projects. These have now caused an increased demand 
for corn -- which, in abundance, can be also an export crop to Japan. 

The Filipino's favorite way to fish is from fish ponds, traps, 
. with nets, and ,lith dynsmite! The Moros are good fishermen, but do not have 
training or equipment to become commercial fishermen in major Quantity. The 
widespread use of dynsmite is deplored, but continuing. Every hospital near 
the sea has its maimed fishermen. 'The method is opposed in theory and by 
law, but continues notwithstanding that it destroys fish yields for the 
future. Some estimates are that only la{o of the kill are harvested • 

Yet a floating fish cannery, secured as repar~tions from Japan, 
sat unused, together with tender boats, in the Manila harbor for so long 
it was a scandal. Finally, the canning eQuipment vas removed, so that the 
boat could be used in inter-island shipping~ Perhaps a technical coopera­
tion program from Japan, Okinawa, or Icalend might be tried. If the Moros 
could become interested, this vould be a significant industry to develop 
among the Sulu tribes, who are by-passed in most discussions of development. 

Total food inWorts exceed $70 million annually. Most of this 
could be avoided with impl:'ovement in Philippine agl:'iculture. The single 
most significant improvement would be more widespread use of fel:'tilizer -­
preferably manufactured within the Philippines. Mechanization will also 
increase yields by as much as 60% in rice, according to one planter. Mech­
anization is slowly coming, but it should not be forced, at least until 
a labor shortage replaces the present unemployment. Irrigation development 
" 
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in the 
ment. 
pipes. 

dry areas is getting government encouragement, and had rCA· encourage-. 
The ne~d for capital shows up'here, too, in requests for pumps and 

'rhe development of their mm iron and steel mills will greatly .save 
on imports, as ~ll development of oil and gas potential. 

3. Export ·Expansion. 

Sugar provides $120 million of the $530 million earned in 1959 
from exports. Oil seeds, nuts, and kernels provided $143 million (largely 
copra). Wood, lumber, cork, and wood products earned another $100 million. 
The few large sugar interests have been complaining about their sugar quota 
they would gladly supply more, if the increased quota could be assured oyer 
a period of years. Philippine abaca sales are down from pre-war, and they 
could increase this production. Fentilizer would sharply increase copra 
yields Without planting additional trees -- but oil Beed demand may not 
w~rant heavy increases here. 

Rubber trees in the 
be encouraged, at the outset 
world demand increases. 

Philippines are high yield trees. This might 
for domestic use, and later for ~ort as 

L 

. Philippine mahogany makes up into beautiful plywood and other 
lumber products. Their hardwoods are among the best and toughest in the 
world.' The 12-months growing season frees their trees from sharp growth 
rings. They have bamboo of a type that can get as much as 100 feet of 
growth in six months (shades of 'Paul Bunyonl), and makes into pulp and 
paper. Bamboo can also be spl:i.t and treated into a fine hardboard, at 101f 
cost. Lumber, plus lumber products,. now earn about $100 million in for­
eign currency, and could easily yield more. But flights over the islands 
show great areas of slash cutting, of burning of hillside timber stands -­
merely to grow crops worth far less than the timber yield. ~latersheds are 
already being damaged badly, and floods are increasing. 

Forests for Philippine's Future must become the theme of a much 
. stronger conservation program. OffiCial policy is swinging this, 'way, 'but 
requires a much more zealous effort if these earnings are even to be maintained, 
to say nothing of being increased. 

Young people, especially Boy Scouts, are being recruited for refores­
tation. But the,Kaingeneros, a.tribe that systematically burns forest cover 
to plant crops for a few years ·in virgin soil, and then nomadically moves on 
(having, perhaps, been paid to change forest land ,into agricultural'land), 
,are dOing more damage than can be undone by reforestation. 

/The 
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The President has recently recommended a Philippine Youth Corps, 
patterned after our CCC, to work in just such a program. Passage in the 
next Congress is expected. 

Loggers complain of encroachments, of s~uatters, and of careless­
ness. Short-term leases have caused many loggers to slash cut, rather than 
practice sustained yield forestry. Present policy is to favor longer term 
leases, to secure better practices. But none of the revenue from logging 

,goes to local governments so these often favor changing forest land into 
agricultural use. And the politicians always favor the larger number of 
voters, eVen if s~uatters. Rencer it may be essential that the forest tax 
be increased and shared with local government so that local officials'are 
encouraged to take the "Long View", and support Forests for Philippines 
Future • 

'Iron ore is leaving here for Japan, and much more export of minerals 
can be expected in the future. A great laterite deposit contains a rich 
nickel supply along with iron. Molybdenum has been found here, and much 
mine~al wealth is yet locked in these volcanic hills. 85% of the U.S. 
chromite supply comes from the Philippines, and ICA has proven an additional 
4 years supply to the 10 years otherwise known. Exploration continues. 
Much could be done to expand mineral exports by further exploration, and 
by laws that would favor more foreign capital for this purpose. 

4. Private Foreign Investment. 

It is alleged by various persons who should be in a position to 
speak authoritatively that various potential foreign investors, including 
American firms, have been unwilling to invest in the Philippines at this 
time, largely because of the exchange controls. Naturally, any investor 
would like assurance that he could transfer earnings back home, on a reason­
able basis free of discretionary controls and similar'assurance as to his 
right of repatriation of capital. 

The official climate of opinion favors legislation that will help 
clarify rights of foreign investors, and upon the final step of currency 
decontrol, the willingness of investors to rome in should be much greater. 
Oil and minerals are among the most likely to attract att~ntion, along 
with chemicals and fertilizer. 

5. Foreign Assistance -- Grants. 

There is oulya limited demand for grants either from government 
or other interests at this time. A discussion of priorities for remaining 
grant ~onsideration appears below. 

/Foreign 
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6. Foreign Assistance -- Loans. 

There is significant demand for foreign loans, end a ;ri~lingness 
" absorb substantial sums in basic utilities, basic industries, and some 
infrastructure. There is a recognition that these loans are needed only 
~or the portion of the activity that cannot be financed out of pesos. 
With the attention already.being given to reduction of imports, and ex­
pansion of exports, there is every reason to be optimistic about the ability 
of the Philippines to support significant additions to their foreign loan 
account at reasonable terms. 

Overcentralization 

The Philippines is a highly centralized government; notwithstanding 
the instructions of President McKinley to favor local government, the U. S • 
authorities perpetuated the Spanish system of high centralization. .)hen 
power was handed over to the Filipinos, they carried forward the same pat­
terns -- some would say they ~ediately added to the centralization, es-' 
pecially in educat~on. 

The United States cannot and does not try to make all its decisions 
in Ivashington. Our Federal-state-local system encourages widespread dif­
fusion of decision making. It liberates and energizes any nuc~eus of 
creative people in any given community. In recent years the program of 
community development, started under President ~saysay, has resulted in 
giving to the barrios (little villages), to the cities and the provinces 
the beginnings of autonomous power to tax and spend, which is the essence 
of governmental pover. Manila and a fev other cities have charters giving 
them significant independent power. :But as a rule, so muchl:as to be decided 
by the central go~ernment that the habit of looking to Malacrulan, (Philip­
pine executive offices) is encouraged rather than discouraged. Initiative 
and self-help are virtually prevented by the structure of government. 

The United states has itself to blame for the heavy centralization of 
this government. 

Decentralization of Government. 

With the appOintment of the Presidential Assistant on Community De­
velopment (PACD) in 1956, and the passage of the Barrio Act of 1960, there 
is a most significant, if modest, beginning of the process of decentraliza­
tion. The little village which is the barrio, is a gathering of people 
who walk out to their farlI\ land, or work at village or even cottage in­
dustries. These barrios are now given 10% of property tax collections. But 
assessments are so lOW, and collections so poor, that this gives them very .. 

/little 
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little real ~inancial support. Most o~ th~ improvements that barrios are 
now undertaking are the joint product of local labor voluntarily mobilized 
by the barriO, and materials contributed by'PACD out of ICA support and 
growing ~ilippine national budget appropriations. 

The real importance of this community development is that it is en­
couraging the habit o~ self-help and local initiative. But it needs much 
more encouragement, help in the form o~ broader powers, and training in 
the process of self-government. The excellent field staff o~ the PACD 
are acclaimed widely throughout the country, except by the other government 
agencies o~ the national government who are a bit jealous of encroachment 
on their own powers and functions. 

ICA help 'to PACD is bei~g phased out, and this agreement should be 
kept) because this program ought to be supported by national and local 
~ds. The final contributions by ICA may be treated as a loan fund by 
PACD, in order to maintain it intact as a pool of aid through loans. In 
this case, it may be appropriate to place additional pesos, generated 
through PL'480, into such loan fund, as evidence o~ our continuing,interest 
in PACD. 

The Poblaciones, or larger communities (small cities) need similar 
strengthening. Both barrios and poblaciones are within the structure o~ 
the provinces. The cities in the Philippines become independent of the 
provinces, and operate directly under the national government. As a re­
sult, the cities recognized by law here are among the largest, in area, 
in the world. A city may embrace quite a number of barrios, and even 
poblaciones. In that sense, a city is really an urban province -- and 
may be free ~rom the annexation problems that plague American cities. 

The public works budget of the Philippines is called, officially, the 
Pork Barrel bill. The funds are appropriated to each Congressman, to 
allocate among claimants within his district. However, the release of 
these funds is within the discretion o~ the Malacanan. It is alleged that 
members of the minority parties have more di~ficulty in securing their 
share. One waggish politician observed to the Study Team that the title , 
meant that while the politicians get the pork, the citizens get the 
barrel. This item is roughly 30% o~ the national budget. 

Clearly, decentralization in the Philippines means that the responsi­
bility ~or more o~ the basic functions o~ g9vernment must be', given to the 
lesser units o~ government in conjunction with appropriate changes in 
goVernment budget policy. It may be desirable to have some grantS-in-aid 
~rom the central government, but the' bulk o~ the funds ought to be raised 
by the local units of government. A possible solution might t~e this 
~orm: 

fa. ,Give the 
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a. Give the local units a larger share of certain central 
government tax ,collections -- say 50% of property taxes, and 25% of income 
taxes, and make other adjustments that would encourage taxpayer,compliance 
and encourage local support for effective cOllections. 

b. Abolish the pork barrel, and transfer the bulk of responsi­
bility for secondary roads, water supply, policing, ports and bridges to 
local governmental units. . , 

c. Give the local government independent tax power to 
permit them to go beyond the national support levels in public functions" 
and to undertake such added functions as they wish to support: 

d. Permit every city to have its mID port authority, and 
, pledge port and wharfage fees in support of local bonds or port outlays. 

The national government could keep responsibility for any port that was 
not organized as a local authority.* But if the local authority was 
responsive to representatives of exporters, importers, shipowners, local 
government, and the community at large, it can be expected that each 
local authority would improve its own harbor and port just as quickly 
as circUlllstances ,Tarrant. Now, the lOcal interests must await national 
budget action, and the public works budget for all port purposes is only 
some 20 million pesos generated from fees and charges. Local authorities 
should be given permission to alter fees and charges to meet local needs. 

e. The national goverrnnent now' finances the entire cost of opera­
tion of the elementary school (first four grades) -- wherever local 
officials have provided a school building. Local government finances a 
2-year intermediate s,chool, and a 4-year high school, but mostly out of' 
tuition. ,If local units had better tax sources and powers, they could 
improve education. Now if the central g~vernment considers any improve­
ment, it must consider the cost nation-wide. If' local units would be f'ree 
to add ,to national levels, there could be substantial,improvement in edu­
cational activity, and ~aising the standards in those areas that wanted 
to go ahead of national standards. 

, Every effort should be given to improving the quality of education, 
including the adoption of' accrediting practices. 

'One 'Of the areas for Which grant assistance has been mentioned is 
public administration. A.I.D. assistance in support of decentralization, 

land 

* As illustrative of attitudes, a bill to permit Manila to have' its own 
port authority was rewritten in committee to create' a National Port 
llJlthori ty. The bill was dropped, and the government will start again. 
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and help to institutions that 1rill continue to build patterns of stronger 
local democracy" self-help, and local initiative are worthy of support. 

Controls 

Significant patterns of control have been developed to protect the 
limited supply of foreign currency against the high propensity~ the 
Filipinos to consume luxurious foreign goods. This practice is aided by 
a highly liquid money supply (45% is currency), by the evident habit of 
conspicuous,consumption, by the inordinate wealth of certain landed 
interests and traders, and by the lack of a strong sense of responsibility 
to use wealth for the good of the whole community. 

The most important present control, is the requirement for approval 
by the Central Bank of any expenditure of foreign exchange and of foreign 
loans. A second control is anti-alien legislation; the success of the 
Chinese merchants has fed a widespread opposition to them, and leads to 
such anti -alien legislation. Although .A.mericans enjoy E!J.uali ty of Oppor­
tunity for another 13 years, the Filipino First movement has also led to 
legislation preventing any new foreign banks, to requirements for Philippine 
participation in ownership and management of concerns. Uncertainty as to 
the application of controls in fUture remittance of earnings and repatria­
tion of capital are frequently cited as limitations on foreign investment 
here. 

There is a fUrther control in the form of a tax upon exports. This 
has encouraged forms of smuggling of exports out of the country, easily 
accomplished with so vast a coastline. ThiS, in'turn, has encouraged 
piracy. The differential exchange rates are open to seriOUS criticism. 
TheoreticallYJ the peso is rated at 2:1 with the dollar. Most exports 
are given 2.75, while the official exchange for,imports is 3:1, with an 
added 15% tax. The black, or free, market rate of 3.45 up to 3.75, 
therefore, means there exists adequate incentive to try to earn dollars 
or other foreign exchange by underestimating shipments out, and hiding 
the dollars out of the country.* So long as the central ba~persist in 
supporting differential rates, in which preferred imports get to buy x 
dollars at 2.75, while others pay 3.45 or more, there will be difficulties. 

The consequences of these controls is, of course, significant evi­
dence of graft and corruption, both to take 'advantage of the opportunities 
they present, and to "expedite" favorable governmental action. 

/Decontrol 

* Estimstes of the extent of such evasion run as high as 25% of exports~ 
This would mean that the real loss to the economy through hidden export of 
capital exceeds $100 million per year! 
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Decontrol 

The official position' appears to be that by 1964, there may be full 
decontrol, or a unitary exchange rate instead of ~ultiple rates, and 
full convertibility. To wait three more years_~ puts an un-needed damper 
on bUSiness activity, and permits a perpetuation of a system that pro­
vides a built-in incentive for favoritism, including favoritism purchased 
by those wanting it. Some "ho favor decontrol'in theory worry about the 
importation of luxury goods that nould follow decontrol now; and they 
,muld either wait, or impose tr safeguards" • 

A single exchange rate, with open access to foreign currency, "ould 
give exporters a greater incentive to ;xport, and "ould build into the 
economy the added capacity to service foreign loans,) At the same time, 

_ending the preferred rate fOr some importers would provide the-brake 
upon imports that is sought. 

With decontrol, it is expected that the Central Bank would allow 
the e~change rate to find its own level, no" expected to be between 3:1 
and 4:1 for the dollar. 

Philippine authorities should be encouraged, instead, to move 
immediately to full decontrol rather than "cut off the dog's tail by 
inches". The IMF, or the U.S. if need be, should offer adequate stand­
by cr~dit to absorb any large short-run rush for exchange so as to prevent 
wild swings in the exchange rate. The Central Bank should be assured 
of help in an orderly tranSition to the exchange rate that market forces 
will produce. No single act would be more beneficial at this time -to the 
economic development of the Philippine economy than immediate decontrol ' 
with this assurance • 

The suggestion that luxury goods importation could be prevented with 
~ariffs is to ignore the facts of geography. These seacoasts cannot-be 
patrolled. If- sumptuary taxation is needed, it should be upon all consump­
tion of the disfavored type, "hether domestic or foreign in origin. For 
example, ~f large cars are to be discouraged, a graduated tax upon horse­
power or weight, levied annually, would be sufficient, And it could be 

~ enforced through annual licenSing. 

There are those who ,1Ould still want to place some tax upon exports 
--and fail to see that this will often continue in hidden form a differential 
exchange rate, encourage smuggling,.interfere with the growth of foreign 
exchange, and,therefore tend to fail of its purpose.' If there are unearned 

/increments 

Many expect another major step next year, but couple this with talk of 
"safeguards'" that would open the door to a new set of controls, and 
continue·their present problems in different form. 
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increments, these should either be accepted as the price of the shift, or 
sought out by better enforcement of income and estate taxes. Geography 
laughs at taxes upon either imports or exports in this archipelago. 

However, reduction of tariffs, 
will w9rk a hardship on the budget. 
as part of the decontrol program. 

and abandonment of ,the tax on exports, 
New revenue measures must be enacted 

Decontrol, ~ong with decentralization, are major structural reforms 
that will serve both to end major incentives to graft and corruption, and 
liberate the creative powers inherent in the business community. These 
would permit and encourage the talents of businessmen to be employed in 
more productive ways than' simply outwitling public servants, or buying 
their favors. 

l 

Socio-Political Obstacles 

The chief socia-political obstacles to economic development can be 
fUnctionally described as inadequate sense of community, inadequate dis­
tribution of wealth, inade'quata hospitality for the innovator, inadequate 
education for a democratic future and inadequate estate for citizens of 
the future. 

Filipino leaders and citizens are unanimous in thei~ intention to 
fashion their SOciety ~n the principles of democracy and social justice 
'as they have known them during this century, J.JarticiJ.Jating in the dynamic 
American Community. They propose to achieve a Community of Filipinos 
who share mutually accepted goals and mutual concerns for their common 
'fellare. And they are doing the right things to accomJ?lish their goals. 

Hence, their inadequaCies are only measures of the job ahead. In many 
,rays they are faults of their virtues as will be described in Appendix J: • 
The Study Team found nowhere in the Philippines the sense of desperate 
urgency which was present everywhere ten years ago'during the visit of 
the Bell Mission. T'neir most important decade of develo:pment is already 
behind them. - H01,ever, the socio-pol1 tical problems which do obstruct their 
intentions, need to be identified and certain proposals for action suggested. 

.Inadequate Sense of Community 

The basic reason for 'an inadequate sense of community among Filipinos 
is their bilateral extended faJllily which commands almost exclusive loyalty 
of its members. Historic reasons are the ethnic and linguistic differences 
of the groups which migrated into the .islands and maintained their distinctive 
qualities; and finally, the feudalistic 'enco.mi.enda' system by which. SJ.Jain 
exercised her control of the indios. 

The bilateral, extended Filipino f&mily will be described at some 
length in Appendix:4. Adequate' understanding, of this unique, Malay-Filipino 
institution is imperative for those who would live and work 8.lJlOng Filipinos. 

lIt is 
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It is the source of some of the most important characteristics of Fili~ino 
. life. Be it said in summary that it is an obstacle to a lively sense of 

community because of the exclusiveness of loyalty given to it by its members; 
preventing identification with other important groups at local or national 
level. 

Fifty-five different ethnic groups have been identified as now resident 
in the Philippines in a total land mass area about the size of Louisiana. 
However, they are merging rapidly into what is known as "the Filipino blend". 
About 85% are "mestizo" -- have distinctive traces of S~nish, Chinese or 
American ~ualities. 

Seventy distinct languages are used in the islands; 137 different 
dialects. Howeyer, the majority, being almost all the "Christian low­
landers", speak either Tagalog ·or Vi sayan and English. "Filipino", 

"basically Tagalog, is spreading rapidly through the use of ~ress and radio • 

European feudalism of the 16th century was exported by S~in for 
control of its colOnies in th~ Americas and the Philippines. With the 
isolation of S~in from the mainstream of affairs after the defeat of 
its Armada, and the geographic isolation of the Philippines, this anachronis­
tic institution continued through the last centurY- in Luzon and the Visayas 
of the Philippines. 

King :Phillip had been colll1Dissioned by ,Popes Alexander and Adrian to 
Christianize the indios. To do th:Ls, he sent the "friars", members of 
the I!lissionary orders. Although the Council of Trent (t{le internal Catholic 
reformation) had forbad ~rish work without episcopal supervision (hence 
members of the orders could not serve ~rishes}, an exception was made in 
the case of the Philippines. This resulted in de facto control of the 
Philippines by the friars which they successfully maintained, against the 
best efforts of the Crown and Archbishops to discipline them, because of 
their alliapce with the Caci~ues (land.-owners). This urrtortunate and. un­
happy alliance of power resulted in the execution of three Filipino priests, 
rathers Burgos, Zamora and Gomez, (who were agitating for greater Filipini­
zation of the clergy in 1872) and of Dr. Jose Rizal (a gentle doctor who 
ivanted only simple social justice) in 1896. The inevitable revolution 
began almost illllllediately. Admiral Dewey arrived May 1, 1898 and sank the 
Spanish fleet in Manila Bay before breakfast. After a brief unpleasant 
misunderstanding, the Filipinos achieved all and more than they had expected 
from S~in, by their participation in AlI!erican life and society. 

, However, the anti-clericismwhichhad resulted from friar abuses (which 
had been perpetrated against the specific orders of both Crown and Church), 
is deep in Filipino life. It sets Filipino against Filipino. Within the 
Church there is great susp~cion of ecclesiasticism. Accommodation between 
the Church'and other religious communities (about 40% of the population) 
is barely l!linimal. ',This unfortunate factor in Philippine society will delay 

, unQ)l8.1ified co)ll!lli tment to common. goals and :pu:t'J?oses. 

, ./Nevertheless, 
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Nevertheless, there are many positive and creative programs of action 
which are binding Filipinos together. The most effective single instrument 
for neutralizing tensions among peoples is public education. The public . 
school is the pot in which differences are melted. This has &ready been 
true in the Philippines as in the United States. The public school is non­
elite, non-class and non-sectarian. Public education in the Philippines, 
from kindergarten through University must receive first priority attention. 

Accelerating the use of both English and Filipino (Tagalog) languages 
will bind Filipinos together, enable them to communicate with their heritage, 
both Malay, and Western (European-American). More efficient teaching of . 
both .English and Filipino is already underway. These efforts must also be 
supported as priority' programs. 

Decentralization of political administrative authority to barrio and 
municipality will persuade Filipinos that their family welfare can best be 
secured through participation in local community activities. Concern for 
the "elfare of the larger group will reduce the exclusivism of family­
centered loyalties and develop a sense of the larger COIDW1Dity. 

These and similar programs are of major importance. Because without 
community there is no security, no progress, no hope for tomorrow. Without 
community each ~ has only himself, his fami~ and his fear of others. 

No single social factor is so determinant a pre-condition of economic 
growth and development as a community of men, freely and voluntarily accept­
ing mut~al responsibi1ity for the common welfare. The validity of this is 
perfectly clear in the record. No authoritarian government, devoid of the 
lively sense of voluntarily accepted responsibility for common goals, has 
ever provided more than survival essentials for its citizens.* 

Inadequate Distribution of Wealth 

The encomienda system of socio-eco-political control, mentioned above, 
concentrated "ealth in the hands of the cacique, doomed the tenant to per­
petual poverty and prevented the development of a middle class of Filipinos. 
There "ere great changes during the period of American administration, 
including land-reform legislation in the 30s. Follo"ing the war~ the 
caciques (Spanish mestiZO) and commercial class (largely Chinese) set 
out to recoup their losses. Independence seemed to bring retrogression. 
But not for long. Filipino individualism, latent in his heritage and 
nurtured during the American period,asserted itself. One expression was 
the rebellion of the Hukbalahop guerrillas under communist'direction, 
coordinated with other similar efforts in all countries on ;the perimeter 
of Asia. Other positive efforts' were made through constitutional processes. 
But by 1950 the situation was desperate • 

: jThe Bell Mission 

* See'Economic Development, by Benjsmin Higgins, pp 10, 22, and others; and 
Politics of Developing Areas, edited by Gabriel A. Almond and James F. 

Coleman,. pp 534, 537-8, 542, 564-8, 579. 
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The Bell Mission re:ported to President Truman that "the inequities 
in income in the Fnili:p:pines, always large, have become even greater 
during the :pa.st fe'T years', While the standard of living of the mass of 
~o:ple has not reached the :pre-war level, the :profits of businessmen and 
the incomes of large land-owners have risen very considerably. n ,Legisla­
tion ,TaS recolllJl1ended to :protect the tenant, :provide credit for the farmer, 
establish minimum wages, encourage trade unions (free from COnmrunist, 
government and management interference), provide workmen's compensation, 
social relief for the needy, unemployment insurance and a publiC employment 
service. 

With any fair historic perspective, 'it IDUst be reported that the 
Philippine response was amazingly dramatic and effective. B,y 1955 it 
had achieved all these things by constitutional processes. It was as 
great a social revolution as our ovrn during the depression years. _·This 
encouraging movement will be described more completely in Appendix 1. 
In sulmnary, it may be said that minimum, wages are paid by all of the larger 
employers; no major union is under either conmrunist or management influence; 
compulsory arbitration is long past; tenant rights are secured through a 
variety of programs, most effective of which is the Tenancy Mediation 
COlmnission and the 'Court of Agrarian Relations. Indeed, both worker and 
tenant are ,Tell on their way to becoming an "elite" group with genuine 
political povrer in Philippine societY. The Philippines is the only new 
nation where th~ landed gent~Jr must court the votes of their tenants and 
servants in order to exercise their :po1i~ica1 proclivities. 

lnadeqqate Hos:pitality for the Innovator 

EconOmic decisions by members of a family-centered society tend ,to 
be conservative. An authoritarian climate discourages differences. So, 
even today, there is hesitation among Filipinos to be first to be different. 
Yet, economic growth depends upon some persons and elite grou:ps functiOning 
as innovators. This was described to members of the Team very cogently by 
the "young bucks" (as they are called) who organized and financed Fi10i1 
and other joint stock com:pa.nies. Until eleven years ago, no cor:poration 
in the Phili:ppines was other than family in control. 

nowever, the Study Team did find in almost every tovrn and city outside 
Manila, a grou:p of young bl).sinessmen with ideas, some resources, and great 
impatience at the lack of attention to the "Jlrovincianos". It IDJ3.y ,Tell be 
that these dissatisfied young entrepreneurs will be the grou:p motivated to 
really try their wings. 'They do not come, for the most part, from the older 
'cacique families. The sons of caciques have long since gravitated to Manila. 
These are men whose families were usually set-up or encouraged by some 
American business man, who have some resources but are filled wi,tli .ideas 
as to what to' dp with opportunities in ,their areas. And they know their 
'areas much better than do the '~heelers and dealers" in ~he ca:pitol City. 

Consequently, the Study Te~,urges greater attention to this group'. 
The~ are not quite so sophis~icated, so they shall require assistance in 

/preparing 
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~reparing and ~resenting loan applications, for instance. But they are 
closer to the: rich resources of the islands; they kno,; their mill people 
better •. And most importantly, they are now feeling left out -- one 
excellent motivating ingredient in innovation. 

The simple reCj)lirement that U.S. Assistance Lending be geographically 
spread -- and that loan officers be put on wheels to accomplish this -­
might be the most important single ~actor in releasing their vigor, energy, 
and dissatisfaction. And what an excellent way this is to balance the 

. growing political power of the "young bucks" in Manila. As attractive 
as they are, they do lack some virtues possessed by the !'provincianos". 

lnade~ate Education for a Democratic Future 

.Consideration has alreadY. been given to education as the pot in which 
tensions separating Filipinos can be melted down. Focus upon education is 
again made partly for emphasis and partly because there are considerations 
1'[hich must be given to the particular function of school and uni versi ty in 
economic development -- the. adequate prOvision. Of manpower. 

The Stuay Team is convinced that it would be impossible to exaggerate 
the value of non-elite, non-class, non-sectarian publiC education in the 
Philippines. The most magnificent monume~t of the United states in Asia 
is ~he Philippine Public School System. Its deficiencies are not of 
concept or neglect. Public educatIon siJn.ply was not extendea suffiCiently 
into the.Secondary School and Higher Education levels. The ratio of 
primary schOOl enrollment to population in the Philippines is 2:9 • 

. (1:4- in the U.S.) Almost all are in the public schools. However, the 
converse is true of secondary school and university. 

The demand Of Filipinos fpr education since the end of the war is 
phenomenal. The number of Filipinos enrolled in colleges and universities, 
and the number holding degrees of some kind, in ratio to population, 
exceed that of any country in the world except the United 'States. The 
demand has far exceeded the capacity of government to provide facilities. 
Hence, schools beyond elementary level are private or parochial. The 
quality of teacb+ng is inadequate according to all reporters.* Science 
teaching is woeful because it is too expensive to be financed from tuition. 
The private universities, widely known as "diploma mills" concentrate 
almost exclusively upon the traditional professions and government service. 
One Filipino estimated that for every job in government service there are 
11 students preparing for it. Filipino leaders in education and business 
are aware of this problem and distressed by it. 

/T'ne Stuay Team 

*Reference is _de to: A Stuay of the Uni versi ty of the Philippines, by 
Hannah, Middlebrook, Reeves and Ram:Llton, published by U.of Philippines, 

April'1958; Higher Education in the Philippines,.byA.L.Carson, U.S. Office 
of Education; and A Survey of the Public Schools of-the Philippines - 1960, 
by joint team under the leadership of J-;C.Swanson, by Bur. of Public Schools, 
Government of the Philippines. 

http:Philippines,.by
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The study Team suggests that an outside Manpower study be sponsored, 
not by a government agency, but by a Filipino business group such as the 
Chamber of .Industries. They are the ones who have the greatest stake in 
having adequately trained manpower. They could give force and publicity 
to such' a study and create a demand for necessary changes. 

Encouragement and assistance should not be given to boards and institutes 
separated ±'rom the Department of' Education and the public University which 
raid their personnel and detract f'rom their functions. The Study Team 
viewed with grave concern ~ssistance to the National Science Development 
Board. We would insist that to qualify f'or any further grant assistance 
it must be returned to the University of' the Philippines so that its 
personnel may be restored to their classrooms and laboratories. 

These proposals are intended for consideration as strategy for over­
cOming 'some' major obst?-cles to economic development. 

Inade~ate Estate for Citizens of the Future. 

The measure of papulation increase as established by the Census of 
1960 of the Philippines was startling to many Filipinos. For several 
y.ears the United Nations Demographic Reports bad insisted that the Philippine 
census figures were in error. Consequently, when the preliminary figures 
of total population of' 27.5 million was released, it was apparent not only 
that many Muslim and tribal peoples p~d been counted for the first time, 
but. also that .the rate of growth figures of the UN Demographic Mission 
were more nearly correct. Bate figures now given, although the census 
analysis is not yet completed, range from 3.2 to 3.7, with some feeling that 
it may be as high as 4.0. As an illustrative measure, Filipinas 45 years 
old bave given birth to an average of 7.1 Children. 

Regardless of what the refined figures may be, the Philippines will 
have a population of' 50 million by 1975 at the latest. Although there 
are still open lands for food production, Filipino leaders are now concerned. 
Vice-President Macapagal published ,an article on the problem in the Annual 
of' the. Manila Times, Progress - 1960, in January of this year. 

The Study Team reports this population explOSion, probably the highest' 
rate in Asia, not as a present obstacle to economic development but as 
a }lotentially serious one and as a reason for urgency in stimulating the 
rate of economic development. 

I 
There are already processes at work in Filipino society which will 

tend to reduce the size of f~lies. Industrialization with its social 
security, pension :plans and higher incomes will provide security for the 
future other than that of a large family. Increasing enrollment in schools 
and universities will delay marriages beyond the ]?Oint of greatest fertility 
and will shorten the period of fertility. Increasing' employment of women" 
already: significant, will almost automatiCally limit child-birth rates. 

lAnd the 
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Ana the pbysiaal mobility of population reqpirea by a aeveloping economy, 
bringing people to plants established at the sites of raw materials or 
power, will break up the extended family. Too many childxen in a,. home . 
without grandparents will. not be qpi te the comfort they are in the qpiet 
ba=io. Finally, with increasing sophistication, the personal choices 
of Filipinos for family planning will be made aonsistent with their culture. 

The Study Team believes that these are the major sodo-political 
obstacles to eaonomic development in the Philippinesj that many of them 
are faults of Filipino virtues; that conse~ently, Filipinos are alrea~ 
doing positive things about themj ana that finally, assistance is neeaea 
only to aacelerate wbat is already being done. 

The feelings of the Study Team about Philippine progress are similar 
to those implicit in a legend told by the old folks in the barriOS. After 
creation, . Filipinos askea Goa for clear blue Skies, beautiful Viomen, a 
sea full of fishes and.. ri:pe and varied fruits. These four were granted. 
Their fifth re~est Vias for gooa government. This was not granted. To 
have done so would have turned the Philippines into something w:hich would 
compete with Heaven itself. 

~onse~ently Filipinos must accomplish this themselves -- self-help. 
T"neyare. 

'. 
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Chapter III Programs Promising Philippine Progress 

In the course of the work of this Study Team, it has seemed clear 
that the Philippines lIlUst be energized by a series of Big Programs, that 
will inspire and accelerate constructive development action throughout 
the country. Progress will come faster if the present high priority 
sector goals are readily understood, identified and po:pularized. The 
Study Team suggests the following as the slogans for the future: 

l. Decontrol and Decentralization 
2. Unite the Islands 
3. Light the Islands 
4. Feed Filipinos First 
5. Forests for Filipin~s' Future 
6. Encourage Educational Excellence 

While many other programs are part of the total development effort> 
most of these are either well under control, or of lower priority, needing 
emphasis after these six programs are fully launched. Each of these 
slogans represents a family of related programs for the acceleration of 
Philippine development. Taking these in order: 

Decontrol and Decentralization 

U.S. support should be given to decontrol, including assurance of 
ample foreign exchange loans to bolster reserves during the period of 
pressures that is elCJ?ected to follmr in early days of decontrol. On the 
other hand, decontrol ought also to be part of the U.S. price for major 
development loans. Decontrol includes not only a unitary exch?Uge rate 
in place of !IIUltiple rates, but also free convertibility. There should 
be a minimwn. of import or export taxes, to avoid new controls. 

Decentralization needs more perSistent sUJ?J?Ort, including whatever 
technical support may be needed to improve local taxation and budgetary 
powers. :Development loans for roads, bridges, and port development might 
also be the occasion to discuss With the Philippines the need fOr further 
decentralization of government. To the extent that such loans are to 
local units of government, they might be administered by a Philippine* 
American Joint Development COmmiSSion, discussed below. 

Unite the Islands 

'!'he transportatt on problems of the archipelago are immense, and almost 
uniqp.e in the world. Typically, an island has coastal :plains; and an- occasion­
al inland plain, or upland plains divided by one or more mountain ribs. There 
are more than 7,000 islands. The four biggest ones lie in seqp.ence from 
Luzon to Mindanao, but there are other major ones from the Visayan Islands 

Ito the 
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to the Sulu Islands; lying to the west of the big four, across'minor and 
major seas. 

,1fith the construction of a couple of major bridges; and addition of 
two strong :ferry services; the big :four islands could be united by road 
and py rail. The others will require inter-island shipping and air service. 
The major highway from north to south is planned to be completed within 
7 years, at a further cost of 96 million pesos. It will require about 
$7,000,000 for bridge steel, ferries, and construction equipment. 

The Mlndanao 10-year plan calls for 1,124 kilometers of road con­
struction by the central government at a cost of 170 million pesos and 
$34,185,000, or 272 million pesos in all. The present highway budget 
is 110 million pesos annually, based largely on a tax of 8 centavos per 
liter of gasoline, and annual license fees of 5 pesos per 100 kilograms of 
weight. 80 million pesos come from gas taxes, and 30 million pesos from 
motor vehicle license fees. Although efforts have been made for many years 
to tax diesel fUel; there is no tax at present; and more than 1 billion 
liters a year are'burned (including ship bunker fUel; and agricultural 
machiner,v fUel).' 

• 

A tax on such fUel of 5 centavos would yield 50 million pesos; or a 
tax of 8 centavos would yield 80 million pesos. To the argument that 
shipowners should not pay, the :public .. rorks officials have suggested that 
the proceeds of a tax upon all such fUel might be diVided, in reasonable 
proportion; to roads (based upon motor vehic~e consumption); to ports 
(upon ship use), and to irrigation programs (based upon agricultural use)'. 
In face of the needs to generate pesos to accelerate these forms of develop­
ment;, this reform should be strongly pressed. If major loans are proffered 
for transportation develqpmeni<; this might well be a consideration in 
making the loan. 

The highway unit of the pub1ic' works department estimates an immediate 
. need for another 54,000 ki10meters of feeder r.oads. Spokesmen :for the rural 
areas and the barriOS always made it c1ear'that there is widespread need 
for assistance to connect every barriO to a main high;ray. Otherl1ise, 
programs to improve agricultural out:put go for naught. If the farmer 
cannot bring his crop to market economically, he will simp1y seek self­
sufficiency at the level of the barrio economy. 

Acce1eration of highways, secondary roads, and :farm-to-market roads 
is 1argely, a matter o:f peso generation by the national government, a matter 
of decentrali~ation, and of mobilization of tax potentials within the 
Philippines. However, the construction req]lires road buiiding eq)li.pment, 
and F'il{pinos prefer U.S. eq]lipment. They also need U.l;l. replacement parts. 
The recent reports that significant numbers of machines are deadlined for 
lack. of parts will be ,set aside as they spend the $9,000,000 DLF loan for ' 

, . 
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/spare parts 
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spare parts and replacements. * They are happy in the cooperation they 
are getting from tbe-U.S. Bureau of Pub~ie Beads in making the necessar,r 
arrangements. 

Bridges and tunnels need equipment and steel forms not now produced 
in the Philippines. Ports, docks, and derricks call for foreign exchange. 
Ex-1m has a $14,650,000 project for the Port of Manila. The IERD is looking 
into, inter-island shipping. The. !3tudy Team is convinced that decentralization, 
including the option of local port authorities in ever,r port city, 'Will 
help bring down freight charges, and im;prove the economy. No part of the 
Philippines is as :much as 100 miles from the sea, nor :much farther than that 
from a port. Most port cities have deep harbors. The seas are highways 
that require no maintenance. Encouraging their use should help i)IIIlleasurably ) 
in the development of the whole country. 

. Ja:panese re:parations Jll8.y be helpful in prOviding more shipping facili-' 
ties, and loans from them or from the IBRD 'Will permit the accumulation of 
more ships. Whether freight and :passenger rate structures will yield as 

- readily is another matter. Ap:parently there is no strong anti-trust philo­
sophy i~ tha Philippines, and there appears to be a strong association 
of ship owners. However, if ports and docks are improved, cost of transport 
is lo,vered. If rates do not fall, then the ma.jor importers and ex:porters 
can consider the purchase and use of their own equipment. Moreover, as 
addi tional tramp steamers come into use, rates Jll8.y be ex:p6cted to yield to 
pressures of gro'Wing competition. 

In face of the high costs, and exilltence of some banditry, and the 
water-land configuration of Philippine transportation, the Study Team 
suggests active consideration of planning. and development of a kind of 
a strong, secure, joint piggy-back trailer unit. Such a unit could roll 
over the highways, as well as be carried on flat cars, on barges, on ships, 
or on car-ferries. Except for freight that is most economically carried in 
bulk, this seems to be a 'necessar,r development. Refrigeration of some of 
these units 'would permit their use for a wider -variety of items. 

As indicated elsewhere, the Philippine airlines seem to operate quite 
efficiently, 'With a minimum investment. No doubt improvements in naviga­
tion aid, lighted runways, and better :paving- of landing strips would permit 
flying after dark. The airlines now operate almost entirely upon a daylight 
~chedule. For high value per yolume freight,.air traffic'is clearly 

" indicated, and already in use. 

/Another addition 

-* One can be COnfident that Philippine mechanics can keep the equipment 
rolling, after he sees the great nUIIiber of jeeps that have been convertea. 
into little 8-passenger busses, cal1.ed "jeepneys"; these :provide practically 
a taxi service for 10 centavos (3¢), along every major street, ana. in every 
town. The Study T~am.also observea. many, ancient busses still in use as trucks 
for p~oduce hailling;, ana. other evidences, of their mechanical skills. 

.) 
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Another useful addition to the Philippine transportation system would 
be a low-cost, lightweight, efficient farm wagon. Many farmers still trans­
port about 100 kilograms on a drag pulJ..ed by the carabao. Many still 
struggle personally 'With heavy, ungainly and awkward ox-carts. A light 
wagon that could be pulled by a small car, a small tractor, a jeep, or by 
farm. animals, and sell (or rent) for nominal SUlllS would be· a significant 
addition to this economy. 

The present high tariff upon transportation equ:ipmen~G is l.U1:f"ortunate, 
because adeqQate transportation is essential to economic growth, and these 
facilities are self-supporting. If there is some real need to discourage 
luxury cars, the use of a graduated annual license fee (graduated by horse­
power and weight) Jllight ,be a much better solution than high tariffs. Cabs 
are typically light japanese or English cars, using a llliniJlD..llll of fuel. 
High tariff's are avoided by diplomatic illllJlUIli ty, and evaded by sJ!Dlggling, 
'and place valuab~e premiUlllS upon both. 

U.S. development loans to help unite the islands through transporta­
tion should have high priority in AID activity in the Philippines in the 
years ahead. An IBRD Team has been studying inter-island shipping 
reqQlrements. 

Light the Islands 

Tne supply of low cost power is the measure of the possibilities 
for economic development almost everylThere in the world. The Philippines 
have only limited supplies of low grade coal, now used to produce cement. 
Only small oil strikes are reported so far, but the oil potential has not 
been fully explored. Most oil and fuel for thermal power is now ,imported. 

Hydro-electric power is the most likely domestic source of power for 
(a program to light the islands. The study Team visited Iligan, and the ad­

jacent Maria Christina falls and power plant. The Agu.s River falls 2300 
feet in about 25 miles, from its head in Lake Lanao. This river is a power 
engineer's dream. The beaut~ful lake drains a large section of Mindanao, 
in an area which gets fairly steady rainfall. Hence, there is an assured 
steady supply of water, already dannned by nature. '!'.his one river would be 
able to produce more than 700,000 KW, instead of the 50,000 KW now installed. 
An IBRD project to develop it is being studied. Reynolds Aluminum is 
interested in a plant there. An electric iron and steel mill, Which might 
use the extensive laterite ores to produce nickel as well as iron and 
steel, is under consideration. 

But power is for more than heavy industry. It is for every home in 
every barrio. The impact of electricity in every home, in the sim;plest 
nipa hut, is a revolutionary force f'or economic development that J!DlSt 
not be underestil!!ated. A major ef'f'ort to bring rural electrif'ication 
to the Filipino deserves favorable consideration and action, whether throUgh 

',a joint development commission or otherw1s,e. 
./Because 
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Eecause the huts are usually clustered together within a barrio, it 
would be fairly easy to develop rural markets in advance of central station 
pmrer by :putting a portable diesel generator into the barrio, stringing 
up a distribution line, and installing line drops, meters and outlets in 
each house. This would encourage the growth of a market, which could be 
tied onto high lines as these come through. The whole island of Mindanao 
ought to be lighted from Maria Christina and related hydro-power. vThile 
no' other Single river will give so much power at such a low investment, 
there are other power potentials that deserve development. 

Rural electrification will mean lights for stuCly, and radios, both 
contributing to the better education of the rural family. It may mean small 
refrigerators to further transform the life and diet of the people. Cooking 
will be simpler. Cottage industries would. develop, using motor driven 
machines and simple pow~r tools. 

~le much of the capital needed for this development, however organized, 
is peso capital, there would be substantial need for dollars for generators 
and other electrical equipment. Preference for U.S. e~pment is general, 
but U.S,. terms should be c0lllJ?etitive. 

Feed Filipinos First 

. A major saving in foreign exchange drain would be accomplished by 
encouraging the development of a Philippine dairy and livestock industry, 
by encouraging fishing practices and fish culture that will make them 
self-sufficient in fish, and by similar measures. Agricultural imports 
should not be maj or i terns in so rich a country as this, with its fine soil 

. and 12-month growing season. wans. are needed for i=igation e~pment, 
fertilizer·production, :purchase of breeding stock, and for farm machinery 
importation; all deserve AID consideration. Emrever, the irrigational 
loans should be conditional on substantial evidence that Filipinos were 
reaCly and VTilling to help pay for construction, operating, and maintenance 
of i=igation works, and that i=igation investment would b.e restricted to 
areas where the cost/benefit ratiO fully justified it, rather than have it 
be a political plum. 

Forests for Filipinos' Future 

Air travel over·the islands can be disturbing, if one looks down. 
The land clearance practices engaged in by the Kaingeneros are seen widely. 
They simply burn the trees off a hillsi~e, and then plant crops in the 
virgin soil. Because such soil VTill not support many cro:ps before erosion 
huvts it, they. move on to repeat the ~~ocess elsewhere. 

Like our own countrymen in an earlier day, many Filipinos seem to 
believe that they have too much forest land, and not enough agricultural, 
land. In the contest over which classification it shall have, forests 

/usually 
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usually lose. Furthe~ore, some logging'concessions have been short-term, 
and these hav~ encouraged map~ loggers. to use a slash and burn techni~e, 
so that the future crop is destroyod in ~~eot1ng this oue. 

Fortunately, there is a growing body of opinion (still too small ' 
in our opinion) that i'Tants to take the long view'. One competent observer 
estimated that if bad practices continue for another ten years, the 
Philippines will no longer be a major log or wood ex::porter, and might 
even be an importer. 

The multiple-:pur:pose relationShip be~;een timber, soil erosion, flood 
prevention, watershed protection, and probably weather itself, justifies 

. lIlUch greater attention to Forests for Filipinos I Future. The USIS might 
give more support, indirectly, through distribution of conservation litera­
ture and fil.ms. * The world I s growing demand. for hardwood.s, for hardboard, 
for plywood, for paper and :PUlP, all justify a strong internaiionaL interest 
in encouragement of the sound management of these forests. They are now 
earning over $LOO,000,900 annually for the Philippines -- they could earn 
more -- certainly they should not be allowed to deteriorate so that they 
earn less. They are a vital part of the natiohal capacity to service 
international loans, Of whatever sort. 

DecentraJization should take place in such manner as to give local 
units of government an interest in preserving the forests, in preventing 
S<;l,uatters from illegal entry and destruction, and in enforcing sustainad 
yi~ld forestry practices. Stumpage fees are small; if they were increased, . 

. and half the Yield given to local government, local interest would surely 
be stilIlUlated. 

Moreover, if more of the logs cut were processed in the islands, not 
.only for plywood, but for hardboard, for paper, etc., the local governments 
would see developing a stronger economic interest in preserving the forest 
base, and the value of the ex::ports would be enhanced. 

Th~ President sent a bill to Congress, during its last session, which 
would have created a Youth Conservation Corps, similar to our CCC of the 
30s. Several thousand young men, now unemployed, would have been :put to 
work on forest and soil conservation projects. .Although the bill was not 
passed, there seems to haye been little or no opposition. It was simply 
lost in the urgency of fiscal legislation and is ex::pected to be passed 
early next year. This will not only maintain and preserve forests but 
educate citizens'in'the conservation of their resources. 

jEncourage Educational Excellence 

*,USIS could tre~ently cooperate effectively in similar.sup]Ort for other 
development programs'. 



." 

• 
1 

III-7 

"Encourage Educational Excellence 

". ~e need. is not >10 nro.ch to increase the ~ti ty as it is to increase 
-the <;j!.l8lity of Philippine education. A recent :I:CA-N.EC sponsored report, * 
noting the decline in the level of student performance over the past 35 
years, underlines the importance of this concept. 

Or, to take another bit of evidence, our health officer reports that 
50% of Jl'ilipino doctors of mediCine in the United ,states have failed to 
pass the <;j!.l8lifying exam now required, and another 25% are on probational 
status. Some 2,000 Filipino doctors are helping staff American hospitals 
ivhile they take interneship or residency. Obviously there is a United 
States' interest as well as a Philippine interest in improving. the quality 

. of ~lippine :medical education. 

The lCA health off-icer has developed a comprehensive and systematic 
program, including a major project for lCA grant assistance, to" help 
accomplish this very: pur:pose. Nothing should be allovTed to prevent com­
pletion of that program. The Philippine Government has taken the drastic 
steps this year of flunking half of the candidates taking the medical 
examination, and flunking "more than half of the dental candidates. 

If the proposed help in up-grading medical attention were to be 
withdrawn by rCi\." now, IIlUch of the ground gained would be lost, and bi tternes? 
would ensue. But even beyond the health interests of both countries, improving 
excellence in this field might be leverage for encouraging excellence in 
other fields of education. 

" Similarly, an NEG request for tyro geolOgists to help up-grade geological 
education at the UniverSity of the Philippines in this minerals-rich country 
came to no avail, as ICA/W refused the reCJ)lest, but did not explain why to 
NEC. It is not too late to undenrri te such aid to imprOving education in 
this field, and the Study Team strongly reconnnends that the opportunity be 
seizoed, not only for what it can do to improve mineral exploration, e:x;porta­
tion, and economic development, but for What another demonstration of 
excellence might do to raise the level of excellence in all educ~tion. 

The study Team suggests as another step to improve excellence that 
there be an honor high school, and an honor teacher training"school, with 
admission only to those who would be able to win com;petitive scholarships. 
It suggests efforts to make American scholarships for college and university 
graduate work available to Philippine" teachers on a competitive baSiS, to 
help ilII;prove their com;petency. AID. funds used to halp accomplish any 

"/part of 

* '~ Survey of the Public S.chools of the Philippines - 1960", summarized 
in a pa.llIllhlet" "Today's .Investment in Tomo=ow", dated April 11, 1960. 
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:part of this 'Would. be money well spent. Perhaps counter:parl funCLs generated. 
'by Food. for Peace could. also be used. to help end.ow such actiVity. Support 
from.American founCLations might also- be enlisted.. 

The Peace Corps teachers, if they are in the traCLition of the Thomasites, 
will be most 'Welcome' and. helpful. 

Excellence in'higher education, both general and professional, is a 
subtle conibination of an outstanCLing faculty, fine equipment (library, 
DD.lseums, and. laboratories) and. 'Well-qp.alified. stud.ents motivated. by a 
traCLi tion' of high acad.emic performance. 

'. The University of the Philippines Was founded in 1908. It has been 
served. by a CListinguished. group of .American and. Filipino educators. By 
1941 it was regarded as one of the best Universities in Asia -- the only 
one which is a coJ!y of the 'U.S. public institution •. Many' of its colleges 
and. d.e:partments enjoyed world-wide reputation. 

Its JDain campus was totally destroyed. d.uring the battle of' Manila in 
1945. With U.S. assistance it has been relocated. in suburban (Quezon City. 
It has new and adeqp.ate builCLings, laboratOries and a fair library. Now 
its most desperate need is to be able to hold its f'acul ty. 

To do this it lInlst raise salaries and ;provide more ad.eCJ)late faculty 
housing., 

In the last 5 years, executive and professional salaries have jumped 
p'14,400 to P 25,000 and up. With a top salary for a full prof'essor of 
P 12,000 the University is being raided by all comers. It has lost three 
of its ou.tstanCLing scientists during the last year. Young men move on 
as soon as their obligations for haVing received U.S. graduate 'Work are 
com;pleted. 

Faculty housing at 1llliman (the (Quezon City call1J?Us) were hurriedly 
built in 1945 as te~porary qp.arters for .American Army officers during 
the build-up for thq invasion of Ja:pan. These lInlst be replaced and aCLCLi­
tional ones construe; Ged. Present quarters make it difficult even to 
maintain, lInlch less !~uild, 'staff morale. 

I 
! 

During the woo;, one American prisoner of 'War camp was located. on the 
. campus of the CoDf,ge of Agriculture of the University at Los Banos. . 

American troops l:[)erated the prif::lnerS from d.eep behind. Japanese lines 
in a rallid knifinl action. In reiJaliation the Ja:panese liquiCLated 2,000 
residents and destroyed 66 of the ;68 builCLings. All eq)lipment, facilities, 
library and perso:nel of the Colldge were lost. It has received no War 
Damage :payment. !ts neeCLs for'fa!:ulty: housing are even more desperate ' 
than, those at DHiman. . 

( ",:' /Consequently 
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Consequently, the study Team urges ~rompt action on two proposals 
eonsidered: (1) Grant for subsidy of faculty salaries to a top level 
of P 15,000 plus housing and attractive retirement annuities for approxi­
mately 5 years until a new Land Grant on Basilan Island is in full 
production and a new Land Grant for the College of Agriculture has been 
secured, both of which should provide re:placement income; (2) Grant for 
faculty housing for both the Diliman and Los Banos campuses. 

These grants are reconnnended to enable the University to hold senior 
professors and at~ract younger able men. Without security and reasonable 
comfort its best professors will vanish and its re:placements will not appear • 

• 
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Chapter IV - Financing and Administering the Program 

Philippine Priorities 

Much of what Filipinos want to do, and need to do, they are already 
started upon, and can do by themselves, ,nth resources that they possess 
or can mobilize wi thin the country. But certain of their priori ties will 
require, for accelerated development, more foreign exchange than they 
will be able to generate at the present level of " activity. 

One' windfall. that is due (indeed, and long overdue), is the pa;yJDent 
by the United states of the remaining amount dne upon war damage claims. 
The claims have all been adjudicated, but the initial U.S. appropriation 
only covered 52.5'f, of the amount. The U.S. had agreed to pay 7510. The 
remaining settlement is 22.510, and would provide about $70 million to the 
Philippines. The most recent delay in Congressional action arises in 
part out of disagreement about exchange rates. The Zablocki bill :makes 
the sensible decision to pay in dollars, and l~t the Philippines decide 
the conversion rates. Further delay will adversely affect relations 
bet>reen the countries. Prompt passage will add dollar reserves to 

r Philippine account, for the claims will be paid Filipinos in pesos. 

Development Financing 

An EconOmic Summary 

The Philippines has an ample resource base to support industrial 
and population growth. Considerable increases in dOp!estic and external 
capital will be required to step up the economic development process in 
the Philippines. On the domestic Side, savings have to be mobilized 
so that sufficient capital will be available for sound development projects. 
It is also necessary to channel a larger share of investment capital into 
export industries to boost the country 1 s foreign exchange earnings. For 
the future, industrial integration and advanced manufacturing will req:uire 
greater investment in fixed plant and equipment than did the assenibly 

, operations of earlier years. Govermnent revenues will have to be increased' 
considerably to meet developmant req:uirements. At present, personal in­
come taxes comprise only 7 percent of govermnent revenues and corporate 
taxes provide about 10 percent. The market for government bonds is very 
smail, apart from the Central l3a.nk. Renee, a:rr.y extensive financing of 
economic development via government bonds may weil be inflationary • 

. Im:Port and excise taxes are now the major source of govermnent revenue. 

/External 
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Externa~ capita~ will be required to supplement the shortfall in 
future domestic availabilities. In the past, a substantial amount of 
investment capital has been available fro~ abroad. The major sources 
have been private foreign investment, mostly from the United States, 
loans from the Export-Import Bank of Washington, DLF, IBRD,- Japanese 
reparations, and short and medium term suppliers credits from the U.S., 
Japan and Western European countries. Loans and investments from these 
institutions and countries will continue to be available to the Philippines 
and probably in larger amounts. Loans from Japan and Western European 
countries are likely to be made available on a longer term basis in the 
future compared to the typical 5 to 7 year suppliers' credit in the 
past. Devaluation and decontrol should serve to increase the flow of 
private foreign investment. 

-During the next few years, external development loans will be needed 
fpr roads and bridges, inter-island shipping and port development, 
electric power, manufacturing and mining activity, and irrigation. In 
order for the Philippines to step up receipt of development loans, they 
will have to deve~op sound projects that satisfy the criteria of lending 
institutions. Over the past few years financi~ institutions, such as 
the IBRD, Ex-IM Bank and DLF have shown much interest in making more 
development loans available to the Philippines.- However, a larger­
amount of such loans have not been forthcoming due to the Phi~ippines 
fai~ure to prepare sound loan app~ications and deve~op sound projects. 
In June 196~, the $9,850,000 unutilized portion of the $50 mi~~ion DLF 
line of credit (made available in ~958) was transferred to the Ex-Im Bank 
because loan app~ications were not forthcoming to utilize ~he remaining 
credit. Tae Study Team feels that pre-~oan feasibility surveys should 
be undertaken, both in the private and public sector, so that the 
Phi~ippines would be in a better position to utilize the externa~ capita~ 
that is availab~e • 

In addition, the Study Team feels that the best l6ng-term approach 
for foreign development lending in the Philippines under President Kennedy's 
ney approach to foreign aid should start with an economic plan, which 
identifies clear priorities. After_sector and project priorities have 
b" ';-. establiShed,. and feasibility surveys run, these priorities should be 
equated with availabilities of domestic and external resources. At that 
time, a -time schedule should be ,;-orked out for phasing priority projects. 
No doubt it will take some time to develop a comprehensive and detailed 
economic plan or continuoils planning habit. But even when planning is 
being improved, it is advisable to encourage feasibility surveys for 
projects and sectors of obvious high priority (transportation and power) 
and to conSider for development lOan financing those projects Which feaSi­
bility surveys demonstrate as essential to Philippine economic development. 

fAt present 
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At present, there are no firm loan applica~ions before the DLF, and 
financing for sound development projects Which are being prepared, (e.g.; 
electric power) is likely to be available from such institutions as !ERD, 
Export-Import Bank, Japanese reparat~ons, etc. Unless the Philippines 
move quickly, the role of the Agency for International Development (AID) 
during FY 1962 in development lending in the Philippines is likely to be 
limited. A$ the pace of Philippine economic development is stepped up, 
as feasibility surveys are completed and more projects are developed, 
and as the country's debt service becomes more difficult due to an 
increase in external loans, the role of develoPment loans from AID 
necessarily will have to be expanded. AID loans will be required for 
such projects as road and brid~e development, ports, rural electrification, 
telecommunications, irrigation and water supplies. The IBRD Mission 
currently in the Philippines is expected to identify specific sectors 
and projects for which loans will be required, including AID loans • 

There is a considerable shortage of medium and long term capital for 
small and medium Sized enterprises. An IBRD'Mission is currently investi­
gating the possibilities of setting up a private development bank in the 
Philippines to satisfy this need for various types of peso and foreign 
exchange loans. Foreign exchange loans from IBRD and AID could be 
channeled to the private sector through this development bank. The 
present :policy of U.S; procurement, h01Tever, as applied to AID, is likely 
to limit the use of AID loans by the development bank (as well as by other 
private borrowers) for development projects. 

There remains a conSiderable scope for further external borrowing 
by the Fnilippines. At present, service on the Philippine debt does not 
constitute a burden ~o the country. The prospects for increases in 
future exports are excellent. This should permit the Philippines to service 
a debt considerably in excess of the $300-350 million the country has at 
present. ' 

Pro,ject Priorities 

Over the next few years, a substantial'amount of loan capital will 
be required particularly for economic overhead projects. Loans will be 
needed for the development of roads, highways, and bridges. Secondary 
and feeder roads, and farm ,to market roads are of particular importance 
in the development of the rural areas. A substantial expansion is needed 
in port and harbor facilities throughout the islands in order to expand 
Philippine trade. The inadequacy of ports and harbors, and the, inade­
quacy and inefficiency of the country's inter-island shipping is a key 
problem in moving products to both domestic and export markets. An IBRD 

/Mission 
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Mission on ~er-is1and shipping currently is surveying Philippine inter­
~alnnd ahi~in6 re~irementsl inc~udin~ external capital needs. Substan­
tial amounts of capital will be re'luired for the development of water 
resources for electric power and flood control. .Funds also will be needed 
f9r the expansion of thermal power, particularly in the Manila area, and 
for rural electrification. Telecommunication e~pment will re~re foreign 
exchange, and U.S. e~pment is preferred. 

In manufacturing and mining, loans wi'll be needed for additional 
fertilizer plants and for explOitation and processing of minerals, such 
as iron ore, nickel, and other non-ferrous metals. Agricultural output 
can 'be increased with further irrigation; as the Philippines demonstrate 
greater willingness and ability to secure local support for construction, 
operation and maintenance of such works, loans to enlarge irrigation may 
be justified • 

Sources of External Capital 

There is a considerable amount of external capital available to the 
Philippines for sound development projects. In addition to Japanese repara­
tions and private foreign investment, loans and credi~s will be available 
from t~ Export-Import Bank, IBRD, the OEeD countries, and DLF/AID. 

1. Private Foreign Investment 

In recent years, private foreign capital has been hesitant to invest 
in the Philippines. Although U.S. direct private investment grew from 
$149 million in 1950 to $385 million in 1959, these investments were built 
up largely from retained earnings in recent years. The over-valuation of 
the :peso and apprehensions regarding the "Filipino First" policy have been 
deterrent forces. The over-va illation of the peso presently is being 
corrected; and with full decontrol and devaluation the private foreign 
investment in the Philippines should increase. In addition, decontrol 
will remove certain discriminato: .... practices which have been leveled against 
foreign investors. The passage OJ.' ,t.he Foreign Investment Bill, by the 
Philippine Congress is likely to ease the foreign investment climate, 

,although discrimination against the Chinese investor is likely to continue. 

2. Export-Import Bank 

Since 1952, the Export-Import Bank has made available to the Philippines 
$138 million in loans and credits for various types of projects and programs. 
¥rost of the Export~Import Bank loans have gone to the private sector for almost 
every type of industrial activity. Only three loans (Anibuklao Dam, Manila 
Airport, and Manila port) have been to the publiC sector. Present Export­
'Import Bank activity in the Philippines includ$a loan of $62.5 million for 
a 250,000 ton integrated steel plant· it Iligan in Mindanao. This loan 

, . has been .approved by Export-Import Bank and is now awaiting approval of 

/the Philippine 
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the Philippine Congress. In addition, Export-IIlI;port Bank i's actively 
considering five othe~ loans amounting to $36.5 million as £ollows: , 

'telecommunications, $13.5 million; two hotels, $5.4 million; aircra£t, 
,$9 million; and a 60,000 kw thermal, $8.5 million. As in the past, Export- " 
ImIJOrt Bank is likely to be a major source of loans to the Philippine 
private sector, balance.of payments loans, lines o£ credit for purchase 
of equipment, and loans for sound development projects in the public sector. 
These loans would involve U.S. procurement. 

3. IBRD 

To date the IBRD has made two loans to the Philippines. A $21 million ' 
loan for the Binga hydro-electric project was concluded in 1957, and in July 
1961, a loan for $8.5 million was made to finance equipment needed £or 
dredging and maintaining harbors and IJOrts. However, the IBRD currently 
is considering about $100 million in projects, including a $50 million 
loan to develop the water resources of the AngRt River (IJOwer, flood control, 
etc.) •. There are indications that IBRD may also consider loans to iIll;prove 
inter-island shipping £acili ties. It is likely that the IBRD Mission ReIJOrt, 
when completed, will identify other projects for IBRD financing,and financing 
by other institutions. , 

4. Japanese Reparations 

Reparations from Japan also is likely to be' a major source o£ external >­
capital. The ReparatiOns Agreement provides for $25 million amlUally in 
capital goods,to be supplied during the 'next 10 years. In addition, Japan 
has agreed to' facilitate $250 million in development loans by private 
Japanese interests and Japanese banks. The Export-Import Bank of Japan 
currently is making loans in conjunction with Japanese connnercial banks 
to private Philippine firms. Reparations from Japan from 1957 to 1959 
totaled $48 million. The pace of reparations is likely to increase sub­
stantially in future years. Japan is considering the' financing of the 
Marikina Dam ($60 million) under reparations. In addition, loans in the 
amount of $50 million are under consideration at the Japanese Ex:Port-Im:port 
Bank. 

5. OECD Financing 

,OEeD countries are likely to play an increaSing role in providing 
medium and long,term loans £or Philippine development. In the past loans 
£rom Western .European countries have been largely on a short and medium 
terni supplier credit baSis, ."hich together with other such loans, has 
'contributed somewhat to the Philippine debt burden over the next few years. 
In accordance with the principles of nAG, Western E11!ropean countries are 
likely to provide 'long term development on'more liberal terms., West Germany 

. has shown ,interest in' financing steel facilities in the "Philippines. 

/6. Development 
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6. Deve10pment Loan Fund and Agency for Internat~ona1 Deve10pment 

DtF lo(l.)l.o bQ.VQ c.mouu"bad "bo ljl4o,850,OOO. l'l:l.OIJO lOi'ono were ma.d.e under 
the $50 mi1lion Une of creMt extended ~n June 1958. Of a total of s~x', 
10ans, f~ve have been for the p~vate sector. At present, there are no 
active loan applications -which have been submitted or -which are under pre­
paration for DLF financing. DLF financing in the Phi1~ppines has been 1imi ted 
because financing has been avai1ab1e from other sources (e.g.,' Ex-Im Bank). 
On the basis of the 1imited number of present 10an applications and the fact 
that other financing is avai1able, unless there are significant adMtional 
appUcations prepared and submitted soon, DLF or the successor agency, 
AID, is likely to p1ay only a limited role during FY 1962 in proviMng 
deve10pment 10ans to the Phi1ippines. But, as more projects are deve10ped, 
and as the service 'on Phi1ippine debt burden becomes more Mfficnlt, the 
r01e of AID 10ans shonld become more important. There is a poss~bi1ity, 
however, that AID 'loan ap~ications for projects under the Mindanao deve1op­
ment program may be forthcoming shortly. Various project surveys for 
development of certain sectors in Mindanao (e.g., highways, power) and 
Cagayan Va11ey currently are being prepared by NEe, which will reCj).lire 
deve10pment 10ans. In adMtion, the Philippine Government has shown interest 
in DLF financing for water systems in the provinces and in Manila. Finally, 
there is scope for use of AID guaranty autho~ty for U.S: p~vate invest­
ments in Philippine deve10pment projects. During the past year, there has 
been lllUch interest on the part of U.S. investors for investment guarantees • 

7. IMF 

The International Monetary Fund shonld he1p assure the foreign exchange 
needed to carry the Central Bank through the final pe~od of decontrol. I~ 
it fails or refuses, AID or Ex-Im Bank might consider underwriting the 
transition to a unitary exchange rate. 

Debt Service Capacity 

The limited present service reCj).lirements on the Philippine external 
debt and the prospects for a favorable balance of payments on current account 
will permit the Philippines to expand external borrowing considerably in 
the future. At the end of 3:959, the external debt of the Philippines' 
amounted to about $300 million'which averaged about $45 million or 6~ 
percent of foreign exchange earnings over the next few years. Of the total 
debt, the $180 million has a term of 7 years or less, and of this about 
$120 mi1lion is p~vate debt covered by government transfer guarantees. 
Use of medium term creMts (deferred payments) was encouraged by the govern­
ment to relieve the burden on the balance of ~yments • 

. By the end of 1961, Philippine external debt is expected to increase 
by about $100 mil1ion to $400 million. Service of debt at such a level 
does not constitute an excessive burden for the Philippines. Somewhat 
higher amounts would seem feasible given future economic prospects. Export 

, 
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• growth has been substantial in recent years and the prospects are good for 

aohieving fUrthor 1nCre~sGs. ~e level of such receipts as veterans' 
pensions is to be maintained, and sugar ex:ports to the United States are. 
likely to be increased. Veterans' pensions totaled $64 million in 1959 
and $60 million in 1960. The sugar quota and increased sugar allotments 
have been of importance to the Fnilippines balance of lJayments because it 
has offered a pref~rred market-for Philippine sugar. In 1960 Fnilippine 
sugar ex:ports to the U.S. were valued at $122.6 million (1,156,000 short 
tons). With the increase in·the U.S. allotment for Philippine sugar for 
the coming year, sugar ex:ports are estimated to increase to 1,470,qoO 
short tons.* This will add over 30 million to Philippine foreign exchange 
receipts. The probability is that outp.rt of food crops will rise at a 
much faster rate than population, and that further increases in manufactur­
ing . should reduce the pressure on exchange for consumer imports. The transi­
tion into full decontrol on foreign transactions, attended by devaluation , 
of the peso should result in an increase in foreign exchange earnings 
from ex:ports. Conversely, devaluation will dampen the demand for im:ports 
Via the price mechanism. An ex:pansion in the country's foreign exchange 
surplus is like~ to support an ex:pansion in the country's debt service 
capability. In addition, if the proportion of' medium term debt is reduced 
in the future, there should be considerable scope for eXlJallsion of' long 
term borrowing • 

/Development Grants 

* The regular ·U.S. quota for Philippine sugar under the Laurel-Langley 
_ agreement is 980,000 short tons. 
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'Development Grants 

1. llldll!)lL'bion shou.ld be supported p:dlnJ.U'iJ.;y- in we.;;s ~Thich w:l.ll illlprOve 
excellence. The Study Team recommends the following grants, each designed 
to raise the quality of education: 

1.1 University of the Philippines Faculty Salaries: P 10,000,000. 
To hold senior faculty and attr~ct young capable instructors, the 
University must increase its salary schedule at least 25% and pro­
vide comfortable housing at both the Diliman and Los Banos campuses. 
,A Land Grant on Basilon Island is ex:Pected to be in full production 
within 5 years. The College of Agriculture ex:Pects a relocation 
of one Land Grant and greatly increased income. These could 

,within 5 years support the increased·salil.ry schedules • 

1.2 University of the Philippines Faculty Housing: P 5,000,000. 
Adequate housing as 'well as adequate salary for faculty is re­
quired to maintain an able faculty. The proposed amount would 
pr9vide approximately ?50 houses and 150 apartment units. 

) 

, 1.3 Medical Education: $1,145,000. 

1.4 

1.5 

Plans to irrlProve medical educatian by the Departments of Educa­
tion and Health and the USOM Health Advisor by providing equip­
ment and technical assistance merit prompt support. steps con­
templated in the program have already been taken by the Pllilip­
pine Government. 

Honors Scholarships. P 600,000. 
To encourage excellence in secondary schools, to develop the 
abilities of the most able high school students and a cadre 9f 
honors teachers. The study Team proposed a special trust fund 
be established to provide approx~tely 600 student years at 
P 1,000 per year. 

English Langu~e Teaching. $400,000. 
A grant by the Rockefeller Foundation to the University of 
California at Los Angeles of approximately $700,000 was made to 
discover the most effective methods, and develop appropriate 
materials and train teachers for teaching English as a second 
language to first and second grade students in Philippine schools. 
U.C.L.A. established in Manila the Philippine Language Center 
with an Advisory Board appointed by the Secretary of Education. 
Participant grants by ICA have provided intensive training at 
U.C.L.A. for a larger number of Filipinos than otherwise would 
have been possible. 

'The period of the original grant' is ex:Pl.rl.ng. The Rockefeller 
Foundation is ex:Pected to incre~se its grant extending the work 
of the Center for four more years. However, should the Foundation 

IGrant 
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Grant not be extended, the Study Team recommends.that approxi­
mately $100,000 per year be provided to continue its work ~or 
:i;'Ow;' ye~ll. mea etii.cJ.y ~ab.lll :rliloollll'MludiJ f'W:'tM;t' .tJ:l,a.t no 8;t'f),fi-!; 
be ma.qe which, would duplicate the work o~ the Center or that 
any other arrangement (contract or direct hire) be made to 
succeed the present center, thus sacrificing-much o~ its e~~ec­
tiveness. 

This proposal is directly re~ated to the Peace Corps project o~ 
English teaching. 

2. Health· 

2.1, Malaria Eradication: $400,000. 

'. 

Completion o~ malaria eradication is a top priority in the field 
_o~ health. Malaria is practically gone in the Philippines. 
Eradication of'residual pockets must be completed be~ore the 
mosquitos develop immunities to the compounds now being used. 

2.2 Hospital Ship: $200,000 - $3,000,000. 
The Department of Health must provide more adequate hospital 
services to its rural areas. Since many o~ its 54 provincial 
hospitals serve one or more small sparsely settled islands, it 
will be much cheaper and probably more e~~ective to equip and 
operate a hospital ship to serve these islands. The study Team 
recommends that a hospital ship be made available, with the 
Philippine Government to pay operation and maintenance costs. 
The wide di~~erence in the cost ~igure depends upon how a surplus 
vessel would be made available. De-mothballing and movement to 
Manila would be one ~igure. lin inter-agency bookkeeping ~igure 
for some kind o~ sale might be the larger amount . 

3. Decentralization. Decentralization is being aided by the community 
development program. The planned phaSing out of rCA aid to PACD should not 

- prevent A.r.D. from continuing support ~or decentralization.* This could 
take the ~orm o~ support for public administration programs to help advance 
the training and development o~ local skills in per~ormance o~ services, in­
cluding police and public.safety. This support should be directed primarily 
at assuring that there is built into the PhilipJ;>ine structure such appro­
priate pro~essional SOCieties, institutes of ' public administration, training 
programs ~or'public o~ficials, etc., as will go on improving the competence 
o~ local o~~icials to pt;rform their new duties, long after the A.I.D. progrSJIlS 
are gone. 

Improved tax assessment and collection practices, through help in 
aerial surveys for mapping, as previously ,noted, might be a part of the 

!immediate A.r.D. 

* Recent proposals are that the final payments to PACD might become a 
, revolving trust'account for loans to local'goyernments, 'iihich seems to 

be an excellent idea. -, 
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immediate A.r.D. assistance. 

lhe Study Team believes there are sufficient funds presently pro~ 
grammed for PACD. It does not recommend an additional grant at this time. 

4. Preloan SUrveys: $500,000. 
'Preloan surveys might be allowed as a potential grant item, but 

only on some kind of matching basis that evidences ade~uate local interest. 
Philippine loan proposals have not always been well conceived and ade~uately 
documented. Assistance at this point could help ~rove their planning, as 

,well as accelerate their development. 

program, 
(rCA assistance operations, the IDC, the Military Construction 
and the Food for Peace program are presented in Appendix 3.) 

" 
The cost of ''how-to-do-this-job'' surveys should be written into 

the loan and repaid by the recipient. The Study Team found no objection to 
this procedure. However, certain exploratory, "can-it-be-done" surveys 
at this time will re~uire grant support. For these purposes the Study Team 
recommends that up to $500,000 be made available, over the next several years. 
This amount would provide for 5 surveys @ $50,000; 5 @ $20,000; and 10 @ 
$lO,O~O. 

OUr recommendation that development lending functions be dec en­
tral,ized, that Loan Officers be "p\lt on wheels" to assist new provincial 
entrepreneurs are found in Cha:pter II. 

5. Public Administr~tion - Executive Seminars: $25,000. 

The Study Team received suggestions that Senior Exem tive Seminars 
be provided through or in conjunction With the Institute of Public Administra­
tion for top-level ciVil-servants. One official suggested a permanent 
Executive Academy on the British model., 

We recommend that, at least as a qeginning, a series of seminars 
be provided through the Institute of Public Administration of the University 
of the Philippines, drawing on the experiences and using personnel of the 

'Littauer School of Public Administrat~n of Harvard'and/or the Brookings 
Institution. 

We feel that this is a project which at the beginning Or a later, 
stage could be better done if supported' by private funds. It could draw' 
on a'wider range of personnel. We believe the Ford Foundation,might find 
this proposal interesting and do suggest that the possibility be explored. 
However, we recommend a modest grant be held as a reserve to inaugurate 
such a program if Foundation funds are not immediately availaple. 

/6. 'Philippine' 
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6. P~~ippine ~o~th Corps: $2,600,000 - P 33,700,000. 

President Garcia suggested legislation creating a Philippine 
Youth Corps in his state of the Union Message last January and sent a pro­
posed bill to the Congress. Although there was no visible opposition, 
action was not taken, largely because of the urgency of action on fiscal 
measures. . The next Congress which convenes next January is expected to 
pass the bill. 

The Youth Corps will work at reforestation, soil-conservation, pest 
control, irrigation, drainage, etc. It will remove young men from unemploy-

.ment roles and provide vocational training. Plans are being made for fifteen 
200-men camps. PACD will recruit and orient personnel; the Army personnel 
will run the housekeeping and disciplinary operations of the camps until 
civilian corpsmen are ~alified to take over. Work projects will be under 
the technical supervision of the appropriate bureau or agency. 

A program re~uesting U.S. grant assistance has been presented to 
the Mission in Manila re~uesting dollar and peso support for six years on a 
sliding scale of participation. The study Team recommends favorable action 
supporting this program as soon as the Congress bas passed the bill. 

Administering AID in the Philippines 

As the present projects of technical cooperation are phased out, either 
in accordance with plans already agreed upon between the USOM and NEe, or 
in accordance with the Study Team's recommendations, the staff of the 
Philippine USOM will shrink. Much of the present TO sums are actually being 
used to pay the cost of U.S. staff. 

There is no continuing need to finance out of separate projects the 
smaller staff re~uired to carry out the program propqsed herein. The primary 
need for staff is to advise the USOM Director and the Ambassador, and to 
process the development loans that come along. The Study Team recommenda­
tion for staffing pattern would be: 

A Director 
A De]Uty Director and Program Officer 
Technical Staff: 

Community Activity (for the decentralization program) 
aided. by: 

Educational Consultant 
Health Consultant 
Others as needed, e.g., Labor and Welfare, Agriculture, 

Cultural Affairs, etc. 
Govermnent and Public Administration (to support decentraliza­

tion and decontrol progr~) 

(Industrial Advise~ 
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,IndustrlalAdviser,(Development Loan Officer), 
aided by: 

Mining and MS.ne);'IlJ..B dOIl.!i\U taut 
Others on contract as needed, e.g., transDOrt and 

DOwer consultants. 
Controller 
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Advisers shared ,lith the Embassy, inclu<ling: EconOmic Counselor, 
Commercial Attache, Information Service Officer. 

The Study Team recommends ,a small top staff, each with a broad gauge 
outlook and a long 'view· of Philippine development, to serve as advisers 
to the Director and the Ambassador -- not to the host government. 

'!;he Mission would organize a suitable loan connn1ttee, including the 
<lirector, the depu~ <lirector, the industrial adviser, alid add eX-Officio 
but without vote, the controller and economic counselor. 

To the fullest extent DOssible, remaining staff positions, inclu<ling 
junior professional, secretaries, etc., should be filled by Filipino 
personnel. Their . devotion and competence is of the highest, often SUbstan­
tially higher than among many U.S. assignees. Unfortunately, the habit 
persists of claSSifYing every document so highly that only U.S. personnel 
can work on it; the policy should be re-exa:roined, and avoided as fully 
as possible. Present classification practices are very costly, and usually 
unnecessary. As one result of the change, Filipino pride would be aided, 

. and the process wOul~ ,be an investment in Philippine development. Incidentally, 
even more Filipinos ~ might be recruited as third country USOM staff and 
technicians. They would be helpful and welcomed in many countries. The Team 
recommends a review of salary scales for Filipino personnel. _A Mission 
request for such review and for provision of fringe benefits gj has awaited 
action for more than 18 months. 

Many,Filipinos expressed sincere appreciation for the services rendered 
by U.S. specialists and technicians who have shown them how to accomplish 
many tasks. They have a strong preference for such advisers, rather than 
'desk types who merely tell them what to do, when they do come out of their 
air-con<litioned USOM office. --

In view of the large number of trained Filipinos, there is no longer 
any major need for purely technical skills among American staff. In cases 
where some special need exists, persons might be brought in who possess the 
needed special~ to help temporari-ly, while a Filipino is trained to continue 
the task. Officials indicate that both ,American visits here and Filipino 
training in the States are needed to complete the transfer of Skills. 

y 
y 

/Normally 
. More than 200 Filipinos are now employed in USOMs in other countries 

of'Asia and Africa. 
By wa:y: of contrast, one major U.S. firm pays 40% of its total labor 
costs in the Philippines in the form of fringe benefits. 
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'Normally, however, the t~chnician should be assigned to work in and with 
the Phili:ppine host agency, and be di voreed as f'ully as possible from the' 
USOM, even ~he~fi ~~1a b~ it. Hi~ rQ~Q ~lt P@ ~lg~~§~ a~d ~G~~ e~teot~ve 
as a re,sult. 

There has been an occasional suggestion to the team that the Filipinos 
regret the loss of some USOM staff member who understood their :problems 
especially well. In the process, he may have become too able a spokesman 
for Filipino interests to the detriment of U. S. interests. No doubt any 
foreign operations agency has difficulty with,the ~uestion as to the length 
of service of its staff in any given country. Perhaps some greater flexi-

,bility might be encouraged, so as to permit a staff member to complete 
whatever mission he is engaged in, 'and thus depart at a point that is more 
comprehensible from the host country viewpOint. Or, if his skill is one 
that really re~uires a long orientation to the host country to be me~ing­
fill, such as the skill of our Philippine minerals expert, the usual limit 
of tour du.ty might well be ignored. Such a man is more useful in the 
country he has come to know than he would be elsewhere, and as long as he 
is performing satisfactorily, he might be continued. But where the local 
information needed to make a man effective can be learned in a fairly brief 
time, the gains to the AID program from staff rotation should govern. 

In every major ,mission, at least one man ought to be chosen and 
assigned on the expectation that he will stay in that country so as to pro­
vide continuity of contact with the country and for orientation of the 
transient staff. 

The programming function, as observed in the Philippine Mission, 
seems unnecessarily elaborate and complex. Too much staff time is used. in 
filling out too many sheets of paper, and. drawing up too much detail. Simpli­
fication and the elimination of needless detail should be encouraged, nay, 
demanded. Certainly there is need for Washington to know what is going on 
in the miSSion, and'there is need to justify the prog~am before the Congress-­
but these purposes can certainly be accomplished with less wastage of man­
hours spent in abstract presentatiQn of what is going to happen if a project 
is approved. 

As a general principle, if AID is t6 be effective in accomplishing its 
purposes, there will have to be substantial autonomy in the mission. While 
the general outlines of the country program should be cleared with Washington, 
there should be sufficient freedom in the field so that deCisions can be 
made promptly, and so that staff are free to modify activities as circum­
stances warrant -- with the concurrence of the host country and the director. 

As another general prinCiple, AID should appoint to USOM leaderShip 
only those who possess a high level of perception as to the nature of the 
political and social forces within a country, and the impact of AID upon 
these. Ph:i~ippine friends ~uestioned whether U. S. purposes were served by 

/generosity, 
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Generosity in U. S. loans which proved to be directed largely so as,to 
support an oligarchy, some of which have been loudest in their assualt upon x 
the United States and its purposes. Action by AID in the processing of 
grants and loans should seek to assure that our money is not turned against 
us. This can be done not so much by any contract as by:withholding of 
contract, or redirection of action. U. S. insistence on Widespread distri­
bution of loans around the country would go far to help accomplish this 
purpose, and help diffuse economic power. Sensitive Filipino friends have 
had difficulty understanding some of our past choices, on these very grounds. 

Cooperative Philippine-American Administration 

Filipino governmental spokesmen indicated significant interest in the 
possibility of developing some method of joint administration that would 
permit certain types of programs to operate under less political pressure, 
and in a manner that would permit U. S. AID to go directly to local units. 
The nearest comparisons noted were the Joint Commission on Rural Reconstruc­

,tion, operating with the National Government of China, and the Joint Philippine­
American Cultural Center, each operating With a joint board representative 
of both nations. 

The Study Team recommends that the USOM Director, along with the 
Ambassador, be instructed to review the possibility of creating such a 
Philippine-American Joint Development Commission (or authority) for the 
administration of such portion of the whole AJJ) program as may be mutually 
agreeable between the two governments. As the first project, the Team recOlll­
mends the program of encouraging rural electrification. Power generation, 
transmission and distribution in the Philippines is largely a function of 
the National Power Corporation, a governmental agency. The proposed joint 
commission might adapt the American REA. techniCJ.ues to the encouragement of 
rural electrification, creating suitable distribution faCilities, both 
publiC and private. 

Ideally, the joint commission should conduct its activities so as to 
start and advance whatever programs it undertakes, and then build into them 
sufficient strength and independence so that theY,can continue <Then the 
joint commission has gone on to other activities, or has been abolished,. 
SUch commiSSions, lying outside the regular governmental frame<Tork, have 
substantial freedom, but may suffer from some lack of enthusiastiC support 
among existing departments and agencies that tend'to see in such a commission 
a rival. If the COmmission does not seek to be a continuing o~erating 
agency, but rather serves as innovator and midwife, it may be more welcome 
in a country. ' 

, Our second nominee for inclusion Within the assignment of the cOlIlIllis­
sion would be ,the connnunity development and decentralization programs, 

"i!icluding public adniinistration training for local governmental officials. 
FjnaJJy, we nominate the program, to encourage educational excellence. 

/ The essence 
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The essence of the joint commission would be, say, five men, three 
nominated by the Presiden~ of the Philippines, and two nominated by the 
President of the United States, who would administer whatever programs 
might be mutually agreed upon, from time to time. While the initial sup­
port might lean heavily \).:pon U. S.· funds, there should be an agreement at 
the outset 'With the Philippine government as to its w.Lllingness to a:ppro­
priate funds for part (ho:pefully a growing part) of the operating costs, 
and also its 'Willingness to appropriate or loan such peso funds as would be 
needed in support of loan programs, to complement the do~ar loans made 
in support of American components of capital development :programs (SUCh as 
rural electrification and rural development). 

As background, it should be remembered thrtthe Phili:ppines have a 
very strong executivej that the Philippine President started the community 
development program through appointment of a presidential assistant on 
community deveiopment ('With strong U. S. indications of support for the· 
PACD idea); and that the U. S. is now phasing out support for PACD because 
of growing national. and local support. 

There is a strong :possibility that a good beginning could be made by 
executive agreement, and that such a joint commission could be operative 
'Within the year 1.961., if this recommendation were accepted and implemented 
immediately. 

The Study Team does not now 'Wish to indicate any belief that this 
method could be generalized, or applied to other countries at this time. . 
The team is clearly of the opinion that the circumstances in the Philippines, 
as discussed herein, make it a most fertile soil for· such an experiment,. 
More than that, the method ,rould permit immediate action that would not 
only have a most significant impact upon Philippine development J it would 
also permit application of high standards of audit and control upon public 
outlays, high standards of administration, but it would, most significantly, 
provide visible demonstration of our continuing carnm±tment to accelerating 
development 'Within the Philippines. 

The charter of the commission should include same very broad language 
about deve1.opment so that the commission could playa role in such activities 
as promoting trade fairs, improving tourism, and other activities that 'Would 
contribute not only to Phili:ppine development, but to better Phili:ppine- . 
American relations. Such activities frequently have low budget require­
ments -., they merely need. a starter to underwrite initial. costs and undertake 
initial contracts • 
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Chapter V,- Summary and Conclusions 

.~. ,The pec~ar history or Filipino-American relationships is both an 
opportunity ror and a cha~enge to the United States to continue erfective 
cooperative action. The unusual bonds of llDltuality between our two countries 
make this area unique in a~ of Asia • 

• 
2. The Phi~ippines thererore proVide the United States with a natural 
regional base, not only ror State Department couriers, but also ror the . 
Air'Force and Navy, ror a military hospital, and ror a rest and recreation 
center ror U.S. rorces in the Asia region. The American business community :", 
participates errectively and proritably in the Philippine economy. The 
Philippines proVide many basic minerals and commedi ties consumed in America ' 
and are one of the best markets for American goods • 

,3. The Philippines have effected a remarkable recovery from the ravages 
of 'World 'War II. Its present development effort is we~ under way. The 
Filipinos shOW competence and sophistication, whether in business p~6nning, 
monetary management, fiscal policy or develo:pment priorities • 

. 4. The Study Team paid special attention to Mindanao and recognizes the 
great potential of this area. This report, however, :prpposes a program 
for the whole or the Philippines. The team recommends that AID projects, 
whether grants or loans, be considered on their merits as to priority 
for the total develo:pment program, not simply on a regional basis alone. 

5. Neither the Philippines nor the StuB¥ Team are now attempting a 5-
or ~O-Year Blueprint. This report recommends what are essentia~y present 
priorities in the Phi~ippines as a basis for action in the years immediately 

. ahead. The report deals primarily with items that wi~ serve to improve 
the capacity of the Phi~ippines to finance develo:pment and to encourage 
the opportunities for 'effective private develo:pmentaX activities in the 
Philippines. ' 

6. The Team found as major obstacles to the accomplishment of Philippine 
goals that a} capital is inadequate; b) Government is over-centralized; 
c) excessive controls inhibit development; andrd) the "sense of cOmmimity" 
is unduly lim! ted. 

7. The domestic capital supply and avai~ability is growing with the fairly 
," :.;.id growth of banking 'and insurance and the use of mutual funds. Additional 
financial instruments, such as saVings and loan associations and credit unions, 
should be encouraged. The Philippines, by emphasizing greater self-suff±ciency 
in foodstuffs, especially dairy products, meat and fish, 'ITould ultimately 
release $70,000,000 a year of foreign'exchange to help finance other forms 
of develo:pment, or enougQ to ~inance $1 billion o~'20 year, ~ ~oans; Hence, 
the Team'recommends ':Feed Filipinos First". The capacity to finance develop" 

/ment: could 
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:ment could be improved by expansion of e:X;ports, especially lUlJiber and 
other wood products, susarl abaca, copra, and possibly cocoa.* The reckless 
destruction of Philippine forests threatens bne of its major export earnings 
a", .. D. as damages ,rater sheds, des.troys flood protection, etc. ConseCJ:1.1.eIitly', 
the '.l.'eam urges a conservation program to insure "Forests for Philippines 1 

Future", With greater power and transport development, there should be 
:more :minerals exploitation, milling and manufacturing, ,rhich nll help 
reduce such imports, and expand. minerals exports. 

,8., Simply assuring foreign investors of their right to transfer earnings 
and repatriate capital and reducing Government controls nll serve to 
encourage substantially greater investment by private foreign investors. 

9. To the extent truit action is taken on items 6, 7, and 8, the capacity 
or the Philippines to service foreign loans would increase, and @ite 
possibly their need for them nll decrease. Present economic conditions 
and,trends justify the recommendation that AID and other potential lenders 
and. investors consider sympathetically Philippine development proposals, es-

, :pecially"those d.eserving priority in the development process. Capital needs 
in the immediate future may be :met in part from Japanese reparatiOns, private 
investment, the OEC.D, countries, and IBBD. These sources nll prevent heavy 
demands upon AID in the immediate future. 

10'. Financial institutions, such as the Ex-Im Bank, DLF and IBRD, have 
sho'Wll llll1ch interest in making more development. loans available to the 
Philippines. However, such loans have not been forthCOming largely because 
of the inability of the Philippines to prepare sound, well-developed loan 
applications. The Study Team feels that pre-loan feasibility surveys 
should be undertaken for projects of obvious priority 'So that the Philippines 
are in a better position to satisfy, the lending criteria of financial insti­
tutions. 

ll. Foreign capital is especially needed now to improve transportation 
both by land and sea between the islands -- to "Unite the Islands". 
Dollar loans are needed for all kinds of road building eCJ:1.1.1pment, spare 
parts, and steel structures for bridges, etc. Filipinos are competent to 
generate the peso components. Similarly, dollars may be needed for the 
steel components of' ports, docks, e,nd wharves J as well as fol' cranes' and 
lighterage eCJ:1.1.1pment. And an IBRD Team has been studying the CJ:1.1.estion of 
inter-island shipping and the loan re@iremeht :eOl' further ships. 

12. Extra capital is needed to' "Light the Islands". Penstocks, generators, 
transformers and other components of further'powel' installations reCJ:1.1.1re' 
IBRD"AID or other loans. The .study. Team recommends AID, either'directly 

lor through 

* 'Each *35 million of increased earnings would finance another *500 million 
of '20 year J ,~ loans" Ol' $300 million' of 10 ~ar" ~ loans., 

http:loans,.or
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or through a Phi~i~~ine-American joint development commission, accelerate 
t~e distribution of such electric ~wer in the rural areas, such as the 
REA. did. so well in the U.S. ElectX'ici't)r'in evs't'l! barrio heme wouJ.d meDn 
el!)ctric lights, radios and small :power tools which worud illl;prove the 
education, ~roductivity, income, and living standards of the :people. 

~3. The United States should consiste~tly encoUrage decentralization of 
government in the Philippines. The sheer number of decisions that must 
be referred to Manila engulfs the national government and inhibits action 

.,in the provinces, cities, and barrios. Local governments need not on1.y 
, national ~cants in aid but their own powers of taxation and appropriation. 

These changes shorud replace the present' npork barre~1I as fully and as 
rapidJ.y as possible. Legislation to':perllli t ~ocal authorities, and especially 
~rt authOrities, to improve and 'operate necessary :publi~ facilities 
woUd encourage local initiative and accelerate development. Broader 
tax powers in the hands of local units worud perllli t man;v of them, to make 
substantial improvements in their educational programs and raise the 
qualitative standards of education. Decentralization is one of the basic 
structural reforms needed to accelerate development and remove a major 
cause of graft and corruption. . 

. 
14. The Philippine Government has been moving rather rapi<lly toward 
decontrol of foreign exchange and a unitary eXChange rate. The present 
controls and multiple exchange rates encourage smuggling and bribery. 
Along VIi th decontrol there will need to be new revenue sources to replace 
the tax on foreign exchange. The Study Team suggests that production 
taxes be favored over most export taxes and that consumption taxes be 
favored over most tariffs. To the extent that tariffs are contemplated, 

. the Team recommends that a scaled reduction of tariffs be written in at 
the outset, so that tariffs worud gradually diminish over time. The Team 
recommends that the U.S. offer adequate standby underwriting of decontrol, 
in the event IMF fai~s to do so, to prevent wild swings in the exchange 
rate. ,Decontrol is the second major structural reform that will both 
eliminate a major incentive to graft and corruption as well as liberate the 
creative :powers of the business COmmunity. It will wipe out the time now 
wasted in securing governmental a:pproval of decisions that ought to have 
been allowed to proceed as normal business judgments. 

15. The "sense of community" in the Philippines has man;v limits based 
upon PhilillJ'line history and family structure. Minor:!. ty groups wi thin 
the Phili:ppines, such as the Moros an~ the Chinese, suffer from significant 
discrimination, but, other 'Filipinos also divide along fami~y and tribal 
lines. Every, encouragement shorud be, given to the extension of lJUblic 
education, the promotion of common ,languages, and to building'the habit of 
association across such lines, thus enlarging the Filipinos' sense of community. 

~6. The U.S. shorud promptly, complete the :payment promised of "war damages 
~aims which have long 'since been adjudicated. De~y at this ~int means 
nothing of consequence direct~y to the U.S., but it is a Significant affront 

Ito the 
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to the Filipino~. A recent proposal for the U.S. to profit at the expense 
ot the Filipinos by pawing in the number of pesos approved at the time 
of' adjudication, rather than in the dollar equivalent of this adjudication, 
represents a kind. of niggaril.liness to be shunned.. Pressures for this are 
almost the only report the Filipinos have had of current U.S. consideration 
of the issue. This is a debt of hOllor incurred during World War II, and. 
only 52.5i of the larger claims have been paid. 

17. Development loans should. be directed. first for transporta tiOll by 
both,land and sea. Second priority should go to :power, including distri­
bution facilities as well as generation plants. Because of the shortage 
of fuels, bydro-power should be eXJ?loi ted as fully as possible beIore 
thermal power is added. Radio-telecommunication is also needed and U.S. 

,equipment is preferred.. Machinery, including'drilling rigs and. eq]lipment 
for mineral and. petroleum exploration, is needed. as are industrial plants, 
especially iron and steel, fertilizer, etc. With proper safeguards, 
irrigation loans may also deserve consideration. To the fullest extent 
poSSible, such loans should be made and administered in a ma=er which 

'supports, decontrol, decentralization, and the development of local enter~ 
prise • 

18. Priorities in the allocation of development grants should go first 
to encourage educational excellence. Support for the proposed medical, 
dental, and geological education prograJllS, and SUJ?llort for the textbook 
:Paper projects should be first a:mong the educational grants. Grants for 
malaria eradication and. the elimination of yaws is a priority in the 
health field; and the gift of a hospital Ship to the Filipinos so that 
they might have their own unit of the "Great 'White Fleet" is a wortby 
suggestion (perhaps the U.S. has one in surplus which could be made 
available). Development grants should continue the phasing-out support 

, far community development. Fund.s for public administration prograJllS 
should. be used to build. into the Philippine structure institutes of public 
administration and professional training programs that will provide continu­
ing support for professional public administration long after AID programs 
are gone. Public Administration support that would strengthen the collec­
tion and enforcement of local taxes and. local police powers and. other local 
administration would. serve to support the decentralization of government. 
The fourth ,order of priority might be pre-loan' surveys, but only on a matching 
,basis. 

19. In the administration of ~D aid in the Philippines, a small advisory 
: staff is needed for the USOM, llIUch smaller than that now operating in 

Manila. To the fullest extent :possible, technicians hired to help with 
deve~opment grants should be assigned to and placed. wi thin the host country· 
department or agency, with the understanding that they were to serve with 
such agency so long,as their presence was needed, and to be re-assigned 
whenever the job was done or -they had. lost effectiveness. A small, top 

/level staff' 
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level staff would serve as advisors to the d;i.rector, to he~p administer 
th~ easQnt1~1 ~~nt and loan pro~~ms. Pb1l1pp1nG pereonnel a~e co~petent 
and should be used as fully as possible" not only at home but in 3rd country 
positions. The progranrming function is now unnecessarily elaborate and 
should be greatly simplif;i.ed. The Team recommends high level conversa­
tions in Manila to explore the creation of a Philippine-American Joint 
Development COmmission (or authority) for the administration of such 

. portion of the entire aid program as may be mutually agreeable between 
the two countries. The Team. especially recommends the encouragement 
of rural electrification as first assignment to such an authority. The 
Commission might include 3 members named by the PreBid,ent of the Philippines 
and 2 b:y: the President of' the United States to ad!llinister whatever progra.JllS 
may nnl"tually be agreed upon from time to time • 

' . 

) 
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Appendix 1 

Orientation to the Philippine Scene 

Our purpose in this paper is to provide some interpretative clues 
to the characteristics of the Philippine scene, indicating their historic 
roots and suggesting a "reading gUide" for a reasonably adequate under­
standiJ?-g of Philippine history and contemporary society. 

Perhaps the best brief introduction to the Philippines is the feature 
article of the 1957 Britannica Book of the Year, "The Philippine Republic: 
A Decade of Independence" by Albert Ravenholt. Mr. Ravenholt's American 
University Field Staf~ Reports would also be helpful • 

We have already referred all who Wish or need to understand the 
Philippine economy to Frank Golay's ~,Philippines - Public Policy ~ 
National Economic Development., His is an excellent study although his 
report reflects the fact that his Fulbright year in the Philippines was 
1955-56. His facts are correct and conclusions generally valid. Had he 
lived among Filipinos during the acceleratingly successful management 
of certain fundamental problems during 1960-61, perhaps his mood and tone 
would have been different. 

Pre-history 

Reconstruction of history preceding the written record is almost 
impossible in tropical rainfall areas. Only the deserts preserve the 
record. However, the archeological work of the Dean of American scholars 
of the Philippines, Dr. H. Otley Beyer, has at least opened the period. 
More recently there have been some anthropolOgical reports from Dr. Robert 
Fox. Recent accidental discoveries of two old burial grounds have yielded 
most of what is known about the early coJlllllUIli ties in the Philippines. 
This information is not in book form. Succinct statements are found in 
Comment, a ~rterly journal of Philippine affairs, first quarter, 1958 
( "Prehistoric Founds tions of Contemporary Filipino Culture and Society", 
by Robert ,B. Fox), and Progress 1960 rrTl;te Pre-lIistoric Filipino Village". 
Others can be found in various issues of Science Review published by 
the National Science Development Board in Manila. 

Social Consequences of , Malay-Filipino History 

The most distinctive feature of the Malay-Filipino period of history, 
,which still remains dominant in Filipino society is its bilateral kinship 
system. This was revealed when we asked several people, "Under law and 
tradition, does a married Filipina * inherit from her father's estate?" 

(The reply 

* Filipina is the feminine form of Filipino and is always used when 
referring to girls or women. Filipino is mas~uline or collective. 
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:The nlply was" "-'Y1hy, of' course, she is a 'I"orcea 'heiJ:. "If she is legally 
:tncom:petent to --recei-ve 'her ~nheri tance, the court :nmst provide for it 
to be received for her i'11 trust before her -:father1 .s estate -can be closed." 
This answer indicates a bilateral, kinship system with its manifold implica­
tions in all social, political ahd economic affairs. * Perhaps it may be 
easier to explain what this means to economic development planners, if 
it £s contrasted with the usual ASian, and more universally prevalent 
system -- unilateral kinship. 

While ~n Taiwan, we asked the same ~estion of an officer of JCRR. 
His reply was, "No, of course not, the sons inherit." He indicated that 

,the onlY financial arrangement made on behalf of a daughter was at the 
time of marriage. 

~ After returning to Manila for further conversations, we asked a 

• 

particularly articulate Filipina lawYer, "What do the brothers and father 
of a married woman do when it is known that she is being seriously mis­
treated by her husbandt" There was fire in her eyes as she replied, 
'~pagmamalasakit! They would sharpen their bolos!" (Literally: they 

. would come to her protection.) 

Precisely! 

Because of the relationships among members of a bilateral family and . 
among families in a community, such societies are relatively open, indi­
vidualistic, non-authoritarian, mobile, youthful, almost wholly non-structured. 
Because of the exclusive loyalty demanded of its members by a bilateral family 
(there is neither time nor resource to waste on loyalty to outSiders) the 
family is the only effective unit of society. Members of a bilateral 
family project themselves into the future. Institutions and classes are 
not rigid; change and accommodation cause a minimum of disruption. Hence, 
society and politics are dynamic. 

By contrast a society in which kinship is unilateral is relatively 
closed, monolithic, collectivistic, authoritarian, statiC, dominated by 
elders and tightly structured. The f8.!IQ.lY is circular. Decisions are 
made by the aged. Initiative is discouraged. Instead of ~rojectin8 them­
selves into the future, individuals look back to the eldest male, fre~ently 
to ancestors. Institutions and class lines are usually rigid. 'Minimal 
accommodations are resisted violently (e.g., communalism and language riots 
in India). 

/Consideration 

* Carl Lande, Politics in the Philippines, Harvard University (Ph. D. 
Dissertation) Available in the libraries of the Department of State 
and the Embassy in Manila. 
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Consideration of fate may also reveal the distinctions between 
societies with bilater~nd those with unilateral kinship systemB. 

Acceptance of Kismet by Muslims or Karma by Hindus is a stolid, 
hopeless kind of human response. Filipinos' expression, "Bahala na" 
(leave it to God) is neither reSignation to fate nor an expression of 
piety, it is rather their temporary acconnnodation to something which 
they cannot change just at the moment, so "why fight it?" This acconnno­
dation is described by some, who lack wit or will to understand, as 
indolence. Countless performances of Filipinos whose efforts were 
rewarded and appreciated belie this charge. However, when Filipinos 
are controlled by authoritarian, cacique foremen, their protest is a 
slow~down Or sit-down strike. One must remember that only the meek 

. respond. to the whip; the proud frustrate even the rack ~- with "Bahala na" • 

This observer moved among Filipinos fromAparri to Zamboanga for ~lmost 
four years. The preceding four years he spent among Pakistani Muslims, 
fOr whom he has the highest regard. Not once did he receive from Filipinos 
any expression of obsequious deference. Courtesy, respect and hospitality 
'were always extended, but never delDl'laning deference. The most humble 
Filipino meets a stranger "man to man". He stands erect before him and 
"looks him in the eye". Pakistanis, on the other hand, other than onel s 
colleagues, counterparts and the leaders of the SOCiety, always extended 
deference -- embarrassing to an American. 

Also', Filipinos can laugh. They find moments of gaiety in the most 
difficult situations. Pakistanis are seldom, if ever, gay. Life is 
too grim, duty too severe and one's choices too restricted, for levity. 
Kismet is grim. Bahala na is a shrug of the shoulders. Only proud men 
with self-confidence can shrug their shoulders • 

Kismet and Karma are found in societies with unilateral kinship 
systemBj Bahala na in a society with a bilateral kinship system. Developed 
industrial economies; democratic social and political institutions; dynamic 
competetive elite and religious freedom are found in societies with bilateral 
kinship systems. Poverty, oligarchy, static elite and theocratic authori­
tarianism characterize societies with unilateral kinship systems. * 

We do not argue that the causal relationships are 1:1. We do inSist, 
however, that thus far in the history of events, the correlation of these 
characteristics is too high to have been coincidence. 

Perhaps 
.responses to 
differences. 

these kinship systems can be diagrammed and contrasting 
selected situations tabulated in a manner to explicate the 
(Attached) 

180cial 

.* op. cit. - footnote II-17 
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Social Consequences of Spanish-Filipino History 

In some important. ways, the period of Spanish-Filipino history is 
rooted in 15th and 16th Century Europe. Any serious inquiry into Philippine 
society must review the decisive European events of that Age of Discovery 
and Exploration of NeW Worlds. The dominance of Spain, the dissolution' of 
the Empire of Charles I, the rise of nation-states, occupied the armies 
of Europa. Religious revolt produced reformation, counter-reformation 
(Counc~l of Trent) and inquiSition. The expansion of trade destroyed 
feudalism in Europe. 

Relevant articles in Encyclopedia Britannica and the Catholic Encyclo-. 
pedia would provide the review necessary to an understanding of what 
happened in the Philippines. No one can consider himself informed about 
Phili:ppine affairs without having browsed for soms hours in the monUlllental 
encyclopeCiia of this period,. The Philiwine Islands, .edited and translated 
from Spanish docUlllellts by Emma Blair and James A. Robertson. 

With over-simplification but without exaggeration, one could summarize 
the history of the Philippines from 1521. to 1898 as the anachronistic 
extension of the most oppressive economic features of Spanish feudalism 
and the most corrupt qualities of pre-reformation ecclesiastical authori­
tarianism. One of the best interpretations of this period is a recent 
book,' marked by 'candor and understanCiing by John Leday Phelan, 
The. Hispanization of~ .Phili;p;pines. Having been cominissioned by Popes - --' 
Alexander and Adrian, King Philip had to turn to the regular clergy, the 
missionary orders, for personnel. The Council of Trent, in one of its 
most basic reforms, prohibited Friars (regular clergy) from serving parishes 
because, being responsible only to their Superior, they were not subject 
to the episcopal authority of Bishops. Because there was no alternative, 
Pope Pius V gave the Spanish Grown discretionary authority to enforce 
this canon in the Philipp~nes. This produced 300 years of conflict between' 
the Friars on the one hand and the Grown and the Bishops on the other. 

Friar control was absolute because neither Crown nor Bishops could 
do without them and because the encomendia system of internal control 
had both the Ilustrados (Spanish ColOnists) and natives at their mercy, 
Ilustrados and their mestizo decendents, CaCiques, ~ere dependent upon 
the Friars for their grants of land and authority to exploit the labor 
of Filipinos in return for tribute to the Friars and protection and 
indoctrination of their ~ards. 

In theory, the Spanish Crown ruled the Phlli:ppines through the Friars • 
. In practice the Orders controlled the Philippines fOr their own ends in 

defiance of the Crown and the Bishops. Hence, revolts against Spain were 
revolts against the Friars. In 1872 (later than our own Civil War) three 
Filipino priests were garroted. The only crime of Padres Borgas, Zamora 
and Gomez, as far as history has revealed, was petitioning for Filipinization 
of the clergy. 

/l'fo outsider 
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No outsider can understand this period of' unf"ortunate alliance of 
Church'and State and,conse~ent Filipino sentiments without carefully 
reading ''Noli Me Tangere" lSacial Cancer) and "m Filibusterismo" (The' 
Reign of' Greed) by a gentle, non-revolutionary Doctor, Jose Rizal. 
EXecuted in 1896, he was soon acclaimed by all Filipinos as their National 
Hero. During all of this year -- 1961 -- Filipinos celebrate the centennial 
of' his birth. Bu.t in 1896 and 1897, Filipinos suspected of' being members 
of' the ~tipunan, or the Masonic Order, were dragged from their homes and 
summarily executed without trial.. Teodoro M. ~aw's Philippine Masonry, 
relates this grim :rinal ef'f'ort of , Cleric and Crown to suppress the inevitable 
revolution. Many Filipinos influential in public affairs today are sons 
or grandsons of the victims of that period:. 

]y Act of the Philippine Congress of 1956, all schools, public, 
private and parochial, are required to teach the life and works of Rizal 
despite the fact that his books are on the Index. 

;No off'icial American sho'u:!.d. presume to understand this period w.l.thout 
reading the minutes and reports of the First and Second Philippine Connnis­
sions which were made part of the Congressional Record of 1900 and 1901. 

For currently visible conse~ences of these events, the inquirer is 
referred to Albert Ravenholt's American University's Field staff' Report, 

, "Religion Enters Philippine Schools and Politics" ,(Aj:l-l!-' 55L of ,Rept; .. ~.?" '55..~ _ 
Other helpf'ul. articles recently published are: "The Filipino and His Faith" ' 
by Jo!a;ria Kalaw Katigbak, a devout Catholic laywoman, currently Senatorial 
candidate, in Progress 1959, the Manila Times annual. "The Christianization 
of the Filipinos", by Josephina D. Constantino, was published in Progress 
1960. Th.J;:ee articles comprising the section on "Religion in the Philippines", 
in thl3 Fookien Times Xearbook (1960), are revealing because of tone as well 
.as content. These are: "Catholicism in the Philippines", by Jose Ma. Hernandez; 
"Protestantism in the Philippines", by Enri~e C. Sobprena; and "Islam in the 
Philippines", by Hadji Madki Alonto. 

It would be difficult to overstate either the poSitive value of the 
work of ffpanish Missionary orders in the Philippines or the negative 
consequences of' that unfortunate and unhappy alliance of the powers of' 
Church and State. 

Through the Friar, the Filipino not only partiCipated in, but quite 
willingly and wholeheartedly accepted as valid, the values of the Hebraic­
Christian tradition which have become part of the ethical foundation 
of the economic lif'e of Western Europe and the U.S. The central keynote 
of' the Christian message that each individual is vested with dignity" 
Sufficient to merit the immediate and personal providential concern of God, 
added stature to the individualism already inherent in Filipino society. 
Furthermore, the majority of the missionary clergy were men of exemplary 
character, great good will and compaSSion, who left behind ~osition and 
estat.9,.without real hope of returning to their homes. The redemptive 
qualitY of their lives and actions, have left unmistakable imprints on the 
Philippine scene, and prepared Filipinos for effective participation in 
the Community of ,Nations. 

/Social 
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Social Consequences of American-Filipino History 

Sufficient consideration of mutual Fil-American involvements is 
presented in Appendix 2. 

Filipinos attained most of the goals of their revolt against Spain 
with the establishment of Civil Government and the inauguration of 

. William Howard Taft, July 4, 1901. They adapted themselves into the 
larger American community and participated in it with vigor. American 
life of this period was relatively free from colonialism, authoritarianism 
and class distinctions. The Filipino quality of individualistic self­
esteem made his partiCipation natural. American administration provided 
almost unlimited opportunities for his personal progress. He seized 
those opportunities. He went to school. He went into politics. He 
attended American universities as "pensionados," forerunners of rCA 's 
"participants." Filipinos took over their government, except for foreign 
affairs and defense, as a Commonwealth, ass~rting with their President 
Quezon, "Better a government run like hell by Filipinos than like heaven 
by Americans." Most Americans rejoiced at their self-confidence. Gover­
nor Taft had said the same thing in somewhat more elegant words at his 
inaugural in 1901. 

Current Events and COmpeting Elites 

Those who have thought long and hard about what makes societies 
change, from Weber, through Tawney, Schumpeter, Laswell, Hagan and F1e, 
agree that some significant group must appear which feels bereft of its 
proper status, preferment and reward. In a democratic, relatively un­
structured society such groups usually seek to lay hold of preferment 
through political action. This dynamic situation marks the current scene 
in the Philippines. Elite lines are not always clear; there is considerable 
shifting of interests and bargaining for advantage. However;" there seem . 
to be two upper class elite; five essentially middle class elite and two 
emerging lower class elite: 

Upper Class Elite 

1. Old Caciques, the landed gentry, mostly composed of older sugar 
families, seem to be making a last stand for recovery of influence. Some 
of their sons behave as their fathers and must be put in this group. They 
are traditional, authoritarian, paternalistic. Their wealth is in and 
from the land - usually sugar or perhaps copra. They were educated in 
parochial institutions in Spanish. They find ecclesiastical allies from 
the Spanish clergy, particularly Dominicans. Their aims are regressive; 
they work openly f9r return to things Spanish, feeling that the American 
interlude brought disorder and poor taste. About four years ago, with the 
assistance of the Spanish Ambassador and Spanish clergy they were able to 
get a requirement for universal study of Spanish language in high schools 
and colleges legislated by the Congress. The fact that Spanish is of use 
only to law,y-ers and historians and that precious time had to be taken from 

/the study 
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the study of science and social science did not seem to be important to 
'them. One young son complained bitterly to this observer during the 
political campaign two years ago about the low estate of morality and 
religion which resulted in his sacadas (sugar workers) taking his P2. to 
vote as he instructed; then voting as they pleased. That he was guilty 
of a felony under Phil~ppine law did not seem to him to be reprehensible; 
but he viewed "staying bought" as a requirement of Christian ethics. They 
are quite convinced that they alone have the wisdom to save the Philippines 
from Communist take-over. 

2. New Caciques, usually restless sons of the above, have broken 
away and are investing their considerable fortunes in middle-class joint 
stock business ventures. They are intent Upon claiming their "Patrimony"; . 
sharing with the Chinese and American aliens the exploitation of the 
natural resources of their country. StrictlY speaking, this is a middle­
class, bourgeoise function but their roots are in the upper economic and 
social class. They are "the young bucks," a free-wheeling business grolp. 
They were educated in elite parochial schools in both the Philippines and 
the United States. They are the despair of their clerical advisors be­
cause ot: their "loose living" * and their seeming lack of fea:c of devil 
or man. 

They are attracting the loyalty and services of some first-rate 
professional men, who at almost any other time would remain with their 

.universities. Although they have neither the money nor the numbers to 
do all the things they would like to do, tlley are making a considerable 
difference in the Philippine scene. They are delightful people in the 
tradition of the business empire builders of our own country. Indeed, 
they feel themselves to be their successors. They have representatives 
in New York and spend considerable time in the United States themselves • 
They have not yet realized their political potential but observers agree 
that they will be playing a self-conscious role in the political campaign 
eight years from now. The effectiveness of this group wil~ depend not 
upon its money or morals but upon the bargains it can make with other' 
groups and whether or not they are willing to sha:ce their place in the sun. 

Middle Class Elite 

When Admiral Dewey dispatched the Spanish fleet before finishing his 
breakfast that May morning in 1898 in support of the Monroe Doctrine, 
there was no middle class in the Philippines. It is a creation of con­
scious American policy achieved chiefly through the "government pensionados." 
Able young men were identified and sent to the United States for four to 
eight years of study. (There was none of this one year lCA restriction 
on participantsl) The middle class elite were educated in public schools 

lin the 

* Luisa H. A. Linsangan, "Our Changing Leisure Class" and Maria Kalaw 
Katigbak, "The Filipino and His Faith" Progress 1959 (Manila Times 
Annual) 
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in the Philippines and attended State Universities in the United states. 
Some have put together substantial personal fortunes but almost none 
were heirs to money or property. The older men were the professionals 
who built the Philippines and directed its Commonwealth Government. 
Their sons, and the many thousands of others who have come up from the 
lower economic groups by the ladder of education, make up the Filipino 
Middle Class Elite. 

,1. Intellectuals, today, like their predecessors, sre the prodUcts 
of public education, Filipino and U. S. Graduates of the University of 
the Philippines, for instance, hold 60% of the positions of leadership 
in the Philippines, according to Justice George Malcolm, long-time public ' 
servant in the Philippines, Dean of the Law School of U.P., Justice of 
the Philippine Supreme Court and self-styled "Junerican Career Colonialist." 

A cursory examination of the Philippine Congressional Register by 
thi~ observer, following the election two years ago, revealed that 102 
Congressmen held 106 college or university degrees. 45% were from U.P. 
or U. S. state Universities. Only two men, holding four degrees, were 
from elite parochial institutions. Religiously, this intellectual elite 
and its' friends are known as "Catholic but-ers" ("I am a Catholic, but ... "). 

Many are Masons or Knights of Rizal, both an anathema to the 
hierarchy. There are over 126 Masonic Lodges in the Philippines with 
more than 10,500 members. It is public knowledge that the great majority 
of Filipino leaders of the last sixty years have been Masons and/or 
Protestant, including the first two Presidents. In an article, "Can 
Magsaysay Succeed in The Philippines" appearing in the Antioch Review 
in the Spring issue, 1955~ Chester Hunt felt that it was significant that 
"As ,a youth he (Magsaysay) came under the 'influence of Teodoro Yangco, 
a Filipino shipping magnate whose Protestant convictions, philanthropic 
interests and business shrewdness were in sharp contrast to the attitudes 
of the Spanish-mestizo landlords who had found a comfortable place in a 
traditional system." 

Filipino'intellectuals and their friends in other middle class 
elite groups are an independent minde& group, not about to be disciplined 
by clerics or caciques. There is perhaps no more important elite group 
in the Philippines. Their importance does not arise from their numbers, 
the quality Qf their research or ideas, but from the fact that any other 
group which would attain status and achieve preferment must bargain for 
the services of this group. 

2. Civil Servants are the natural cousins of the Filipino intel­
lectuals. The ,groups overlap considerably. They share the same orientation; 
feel the same need for Junerican understanding and support. Insofar as 
this elite group is distinct from the intellectual elite it is the second 
in importance. 

/3. Provincial 
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3. Provincial Businessmen are the sons of old pensionados or 
have been befriended by an old-timer American. They are thoroughly 
American 'in their orientation but they feel that recent American poli­
cies have ignored them. They do have considerable resources at their 
command but they are removed from the centers of credit and opportunity. 
This group would like to operate like "the young bucks" in Manila with 
more wealth. They are determined to rival them if at all possible. 
They present an opportunity for American AID administrators to strengthen 
another elite group as a health balancing of economic powersl To do so 
requires only an insistence upon a geographic distribution of credits. 
A joint Philippine-American De~elopment Commission could achieve this 
with ease. 

There are two alien middle class elites in Filipino society who 
have traditionally provided the goods and services for" Filipinos • 

4. Chinese Traders have operated in the Philippines for as long 
as history records events. They monopolized all trading and money . 
lending during the Spanish period. Although there has been considerable 
discrimination, delimiting the economic activity of Chinese shopkeepers 
and money lenders, even when they are naturalized citizens, their posi­
tion is infinitely better in the Philippines than elsewhere in Southeast 
Asia. A prominent Chinese attorney told us that Filipino "nationalization" 
had been "within .the fabric of laws, ••• within the area of legislative 
debate and action, and within the application of legally-constituted 
bodies ••.• (and) ..•• has not been marred by d~rect confiscations, violence 
or mob passions, or racist persecutions." Althol,lgh the Chinese business 
community is ''milked'' by both political parties, its place in the 
Philippine Scene is long going to be one of importance. Thecapacity 
of its members to adjust to chang~ng situations is so gr~at that it~ 
influence is not likely to be sharply diminished • 

5. American Managers remaining in Manila are secure in their 
positions and welcome in making their contribution to Filipino society. 
They are discussed at some length in the following paper. Their role in 
the economy will not be diminished. Indeed, for those with creative 
imagination, the~T greatest opportunities are in the future, provided 
the remnants of colonial attitudes can be eliminated from boards of 
dtrectors in New York and Chicago •. 

Lower Class Elite 
-01 

To speak of elite among the lower economic class may seem to be 
euphemistic, particularly after reading the Hardie Report on Land Reform 
of ten years ago. But the hard political fact is that no man could 
today exercise his elite prerogative of political influence without the 
vote of the "common tao." The tenant farmer, despite his poverty, will 
be served. He will withhold his permiSSion from those who do not 
progressively better his conditions. And he has a grim determination 

/that it 
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that it will be so. The farmer is not yet an elite. He is not organized. 
But he is well on his way to becoming the most important man in the 
Philippines. '. 

He shares this importance with the Filipino worker. Although the 
minimum wage law is avoided in many small industries (employing less 
than 20 workers), in a company such as one affiliate of a large American 
industry, the minimum wage achieved by collective bargaining is over 
twice ,the legal prescription. Labor is making its demands felt, effectively. 
It is emerging into the elite status it occupies in American society. 
Any genuine elite group which would reap the preferment of Filipinos 
will be required to bargain with both the worker and the farmer. 

American officials in the Philippines, if both wise and able, will 
see through the noisy bargaining in the market place and will, with 
dignified discrimination, refuse to be panicked into support of the 
retrogressive self-appointed saviors from among the old caciques. The 
future of Filipino society rests upon the nature of the bargains made 
among the competing elite groups. With wisdom and complete propriety 
American representatives can make the difference so important to both 
Filipinos and Americans Who cherish their democratic values. 

KXXKXKXXX 

Reading .Guide 

Various sources have b.een quoted in this report. Others have been 
suggested in this papar as necess~ry or desirable for orientation 
of any American, particularly official, to the Philippine Scene • 

The purpose of this section is not to present a general bibliography 
of Philippine affairs. Those who may be interested are referred to: 

. Fred Eggan, Selected Bibliography of the Philippines, 
Human Relations Area Files: 

Presented here are readings which have been of value in under., 
standing the people and Republic of the Philippines. To those who 
occasionally wish to step back from their immediate duties to regain 
their perspective, the following are suggested: 

Robert Btrausz-HUpe, (and others of the Foreign Policy 
Research Institute, University of Pennsylvania) Protracted 
Conflict, N.Y., Harper, 1959, (and its successor volume) 
!.Forward strategy ~ America, N.Y., Harper, 1961, (and 
an essay by Dr. Straus z-Hupe) Power and Comnnmi ty, N.Y., 
Praeger Press, 1956. ---

!The best 
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~e best general background of the Philippines is: 

Albert Ravenhol t, "The Philippines: A Decade of Independence", 
1957 EncyclOpedia Britannica Yearbook. Reprints are 
avaUable in USOM/ManUa. 

And for continuing insightful. information with historical back~ 
ground: 

.American Universities Field Staff Reports, also by Albert 
Ravenholt. 

The Pre-History of the Philippines is most lucidly presented in 
the articles of Dr. Robert B. Fox, most of -which are found in Comment, 

. Prowess .1260, and ·other jourpals published in lianila. Dr. Fox dra-ws 
heavily upon the half century of -work of his friend and mentor, Professor 
'Otley :seyer. AJ.1 -who go to Manila are urged to become ac@ainted with 
both. 

Written history of the Philippines begins with the voyage of 
}fageJ..l.aJ:? -which, for him, ended in his death on a small. island just 
opposite Cebu City in 1521.. The monumental source of these documents 
is the 55 volume translation of documents and books, entitled: 

~ Philippine Islands 1493 - 1898, edited by Emma Blair 
'and James A Robertson. 

No one can assume that he brings understanding to Philillpine 
problems without being familiar with each of the following: 

John Leddy Phelan, The Hispanization of the Philippines, 
Madison, University of Wisconsin Press, 1959. ' 

Jose Rizal, Noli Me Tangere (Social Cancer) and El Filibusterismo 
(The ReigriCi:i:Greed), Manila, Philippine Education Co., 1956. 

Senate Documents,~ & 190, 56t~ Congress, 1901, Reports of ' 
the Philippine Commission. 

Basic books by Americans -who partiCipated in Philillpine affairs are: 

Cameron Forbes, ~ Philippine Islands, Revised, Cambridge, 
H.arvard University Press, 1945. (Governor General, Scholar, 

.. Writer). 
Joseph Ralston Hayden, The Philippines I A Stuay in National 

Development, N.Y., The Macmillan Co., 19402. (Vice-Governor, 
and Secretary of Public Instruction, Visiting-Professor from 
the University of Michigan, Adviser to General MacArthur 
and President Osmena). 

A. V. H. Hartendorp, History of Industry and Trade of the 
Philippines - 2 volumes. (American teacher, wri ter { editor 
of the Journalof the American Chamber of Commerce • .L 

jDean C. Worcester 
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Dean C. Worcester, The Philippines: Past and Present , edition 
of 1930, revised by J. R. Hayden, N.Y., The Macmillan Co., 
1930. (Member of Philippine Commission.) 

Somewnat lighter, but valuable for the record are: 

George A. Malcolm, American Colonial Careerist, Boston, 
The Christopher. Publishing House, 1957, and First Malayan 
Republic, same publisher, 1951. (Justice of Philippine 

\ Supreme Court for 18 years; involved in Philippine affairs 
from 1903-1949. Biographical vignettes of America, Filipino 
nation builders:) , 

Robert A. Smith, Philippine Freedom; 1946 - 1958, N.Y., 
Columbia University Press; 1958. (Documentation of post-war 
years by an old-time editor.) 

Indispensable for comprehension of Philippine politics are: 

Gabriel A. Almond and James S. Coleman, editors, The Politics 
of Developing Areas, Princeton, Princeton University Press, 1960. 

Carr H. Lande, Politics in the Philippines, Doctoral dissertation, 
Harvard University, available in Department of state and Embassy 
libraries. And "Political Attitudes and Behavior in the Philip­
pines"; and Philippine Journal of Public Administration. (Dr. Lande 
is now at Yale University. See-also his recent analysis of 
electoral returns prepared fOF'the Bureau of External Research • .) 

The report of the recent comprehensive study of the ,Philippine 
econoll\Y by the I.B.R.D. team in Manila will be available'in a few months. 
Other useful sources are: 

Frank Golay, The Philippines: 'Public Policy and National 
Economic Development, Ithaca, Cornell University Press, 
1961. ' 

Benjamin Higgins, Economic Development, N.Y., W. W. Norton 
and Co., Inc., 1959. 

For a picture of current business arrangements, consult: 

Joint Internation~ Business Ventures in the Philippines -
the prodUct of a group studY at ColumoialJnivers~ty. 

. AID administrators, planners and technicians dealing with Philippine 
development should review the early assistance period by studying the 

'reports of the Bell Mission of 1950, the Hardie Land Reform Report and: 

David Wurieij 11@p@ign Aid and Social Reform in Political 
D@vel@ptilli!n1ii it 'l?!iiiippine Case Study", American Political 
§@ii@tl8@ iie'V!eW, ,!, ~3, J)lUe 1959. 

!Review 
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Review of the literature on the processes of social and economic 
. change and of the ro~e of foreign aid should be made frequentl~. 
After re-reading the'President's ME)ssage to the Congress, "ANew 
.Approach to U.S. Foreign Aid", read also: 

John Kenneth Galbraith,. "A Positive Approach to Economic 
Aid!', lCA. Secretariat Note 23, March 3, ~96l - published 
later in Foreign Affairs. 

Everett E.. Hagen, '~ General Framework for Analyzing Economic 
Growth" - Conference on Research for the Improvement of 
Deve~opment Assistance Programs an~ Operations, Brookings 
Institution, Washington, May 25-27, ~961. 

Lucien Pye, The Policy Implications of Social Change .in 
Non-Western Societies,.Center for International Studies, 
Massachusetts Institute of Technology • 

W. W. Rostow, The Stages of Economic Growth, Cambridge, 
England, University PreSs, 1960. 

As a healthy. challenge to all formal,.pat answers, read: 

Joseph Bchumpeter, Imperialism and Socia~ Classes, two essays 
of about 40 years ago, recently republished by Meridian Books, 
~~ . 

. Agrarian change in the Philippines, and the Communist attempt to 
direct its energies, are adequatelY described in: 

, Jose V. Abueva, Focus.~ the BarriO, Manila, University of 
the Philippines, ~959 • 

.sonya Diane Cater, The Philippine Federation of.~ Farmers, 
Data Paper Number 35, Southeast Asia Program, Cornell University. 

Alvin H. Scaff, The Philippine Answer to COmmunism, Stanford, . 
StanfOrd University Press, 1955. 

Frances Lucille Starner, Magsaysay ~.the Philippine 
Peasantry, University of California Publications in 
Political SCience, Vol. 10, 1961. 

,David Reeves Sturtevant, Phi:I!ipplne Social Structure and 
_~ Relation ~ AgrariB.ll Unrest, Ann Arbor, Michigan Univer-
sity Microfilm, 1959, copy in Library of Congress,& State Library • 

. Three very recent reports on education in the Philippines, two still 
on·the presses, cover this field admirably: 

-!_stu~ of ~ University of ~ Philippines, by lIannah, 
Middlebrook, Reeves and Hamilton, published by University 
of the PhilippineB, April 1958. , 

Higher Education.:!:E; ~ Philippines, by A. L. Carson, U.S. Office 
of Education. 

! .8urvey.~ ~ Public Schools .s>! ~ Phili:PJ?lnes - 1960, by a 
joint team under the leadership of J. C. Swanson, by Bureau 
of Public School~, Government of the Philippines. 

/The most 
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The most dramatically. successful technical assistance program was 
that .of the American teachers who landed in Manila front the U.S.S. Thomas 
in December 1901 and'its sister-ship in April 1902. In testimony 
volunteered to the Philippine Commission in 1900, a distinguished Bishop 
'estimated that not more than 6,000 of the 7,000,000 Filipinos had any 

,education. A delightful book by the :first Filipina Senator, who 
mothered most of the post-war education bills through Congress, and 

, 
(. 

an .AJnerican ~stiza, is connnended to aJ.l.AJnericans, educators, or educated: 

Senator ~ronima Pecson and Maria Racelis, TaJ.es of the 
.. American Teachers in the Philiwines, Manila, Carmelo and 
Bauermann, Inc., 1959. 

The delicate and difficult issue of the proper role of religion in 
Philiwine socie~ divides Filipinos and distresses· their friends. To 
ignore the presence of the issue is not kind, intelligent nor possible • 

Man innately. makes a religious response to life (see Malinowsky)­
as he identifies meaning -- significance -- value. Knowingly or not, 
he projects his identified values into all human-sociaJ. relationships. 
Hence the difficult question for Catholic, Protestant, Jew, Muslim, 
lltlddlrlst and Hindu is: Since the religious value-responses of man 
pe~te his society, to what extent sha.1l religiOUS institutions and 
their professionals also permeate his societies? This problem in the 
Philippines is objectiv~ly reported in: 

Albert Ravenholt, . "Religion Enters Philippine Schools and 
. Politics," . .AJnerican Uni versi ties Field Staff. Report 

AR-ll-55. . 

The present and past are both presented in three articles coniprising _. 
-a section of: 

~. Fookien. Times .Yearbook 1960, 
"Catho1ocism in' the Philippines", b¥, Jose Ma. Hernandes • 

. "Protestantism in the Philippines",.by Enrique C. Sobrepena • 

. "Islam in the Philippines", by Hs.dji Madki Alonto • 

. Perhaps the inq)lirer should next study: 

The. CathOlic Directory of the Philippines .1961 (which contains 
the surprising Census of 1960). 

Father' Horatio de la Costa, "The Catholic Church in 1953", ' 
Sunday (Manila) .. Times Magazine, February 15, 1953~' (MicrOfilm . 
copy available in the Department of state Library J-. 

By counting-many ;Filipinos for the first time, there was substantial 
reduction in the statistical proportion of Catholics. 

jEven 
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.Even earlier, Father de la Costa had. said. "... the proportion of 
Catholics to' the total. po:pula tion has dropped ••• How many of these 
are practicing'Catholics is difficult to determi~e ••• the national 
average (, of those who come regularly to Sunday Mass') ••• is probably 
closer to 10% than 20%." 

Hence, it would appear that only 5% to 7% of the citizens of the 
:PbilillPines are "practicing,' Catholic III " , in Father de la Costa's terms. 

Two excellent articles by layWomen appear in Progress, the Manila 
Times annual, the first in 1959 and the second. in 1960: 

"The Filipino and llls Faith", Maria 1Ca1.aw Katigbak. 
, "The Christianization of the Filipinos.", Josei'ina D. Constantino • 

~e clerical position is ably presented. in issues of the quarterly 
jdurnal of the Ateneo Univer/3ity (Jesuit) :Pbilip:pine Studies. 

The Catholic Bishops in the United. States created some political 
problems in their reaction to the separation of Church and. State in 
the' Ph;I.lippines by the U.S. Government, and. its Bubsequant policies. 
This account is found in: 

, , 

Father Frederick J. Zwierlein,.Theodore Roosevelt and. Catholics -
. 1882-1919, St. LouiS, Central Verein, 1956. -. . 

The Masonic Order produced aUnost every leader of the revolts against 
'Crown and Cler;l.c and of subsequent nation-building -- from Dr. Jose Rizal 
through the first two Presidents of the :Pbilippines. This story- is 
found in: . 

Mauro Baradi, Masonic Personalities'- Maniia" viliamor Publishing 
Co., 1952. 

Teodoro M. Kalaw, Philippine ,Masonry, (revised) Manila, 
:Pbilippine Education Co., 1956. 

Those who may have been concerned about rumblings; of deteriorating 
Fil-American relations are referred to ~ recent public opinion study; 

Lloyd A. Free, !. Com;pilation of Attitudes of Phili;ppine 
.Legislators ~ 2 Spring.£! 1960, .I!lstitute for International 
,SOCial Research. j \ 

For biograpnic information, the only useful source book iSI 

E. A.,Manue1., Dictionary £! Philip:pine.Biograpby, Quezon 
City, Filipiniana Publications, 1955. 

/Two books 
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Two books, now with their'publishers, should be studied as soon 
as they: become avail,able. Authors are Albert Bavenholt, e! the American 

'Universities Field Staff, and Ge9rge'T~lor, University of Washington, 
,for the Cbuncil on Foreign Affairs • 

.Americans :!,n the Philippines should give general attention to issues 
of these journals and magazines, amOng others: . 

,~, - soon ·to be published in Hong ,Kong ,~y~§ staff from 
several neighboring countriesr·as a sunday supplement 
for Aaian newapaxers. . 

'. domment 
Free Press -·a crusading weekly owned by its employees as 
"'""heirs of a long-time "fire-eating" American editor-publisher -

for many 'years the most ;d'dely circulated' and read publica­
tion in the country •. 

Journal of the .American 'Chamber of Commerce 
,Journal' of the: Philippine ..sOCiolOgical Society 
Philippine Journal,£! Public Administration 
Phili~ine Studies 

: Sundai~(Manila) Times Magaldne 

Frequent reference has been made to articles in PrOgreSS and 
The Fookien Times Yearbook •. Progress, published annually by the Mani1a 

,'TiDies, is a series of essays and re:ports of generally ,high @8J.ity, 
around a theine which seeme to have 'characterized the year. The Fookien 

_ Times. Yearbook,. printed in both English and Chinese, is a clirCiiiicle 
,of the events of the year. : 

BecaUSe of the usetu1ness Of articles in the last two issues of 
. each,. there is listed below, in the order in which they appear, 
selected essays or reports which should be helpful to AID administrators 
and prpgrammers. 

,PrOgress l:222: A~~ . .Ghange~ dreat ctations 
. .-"Technology- alid.Tradition", E.. p ... Pa.tanne Editor, SundaY,Times Magazine) 

"Bold New Industries", ,Hilarion.M. Henares, Jr. (Industrialist) 
"Our Changing Investment Trends", Sixto K. Roxas (Economist, Industrialist) 
"Our Growing Entrepreneurial Class", Bemito Legarda, Jr. (Head of 

Research, Central Bank) 
, "The', Middle' Class", Augusto Cesar Espiritu (Economist) __ ' 
,liThe Crisi/3 in' Our Educational Sys~ml1, Alfredo T. Morales (Deap..1 

, University. Qf the' Philippines) , 
"Our Changing Bureaucracy"" O. D •. Corpus (So,ciologist, University 

, of the Philippines) 
"Encounter with the, West", Pura' Santillan-Castrence (Minister, Dept • 

. of Foreign Affairs) . 
"Gulture change Among the Minorities", F. Landa Jocano (AnthropolOgist) 

I"Cur Changing 

http:countries,-.as


• 

• 

App. 1 - 17 

"Our Ch(iIlging Leisure Class", Luisa 1I. A. Linsangan CEdi tor, 
Radio execui;i ve) 

"Mental Health Problems", Estefania Aldaba Lim (psychologist) 
, "The Barrio and the Government", Alejandrino S. Hufana (Poet, 

,University of the Philippines) 
"Philippine labor in 1959", Rodolf 0 G. Tupas (labor Leader, Writer) 

. "The Barrio,and Political Action", Juan T. Gathonton (Associate 
Editor, Sunday ,Times ,Magazine) 

'''The Filipino and His Faith", Maria ,Kalaw Katigbak (Catholic lay Leader) 
(Senatorial Candidate) 

Progress 1960: A.~ ~ Great Decisions 
"Major Problems of Filipino Industrialists" J Filemon C. Rodriguez 

(Business Manager) 
,"Rel?ponsible Trade Unions Promote Our Way of loife", Cicero D., Calderon 

(Director, Asian Labor Education Center) 
"Ideology in Business", JoaQuin R. Roces (Publisher) 
"Banking Trends in 1960"" Jose Fernandez, Jr. (Banker, Financier) 
"The Future of Agriculture", Isidro Macaspac (EconOmist, ,National 

EconOmic Council) 
"The Dangers of Trade with COllllllL1Ilist China", Emmanuel Pelaez 

(ex-Senator"V.P. Candidate) 
"Sugar for Bed China Means Slavery for Filipinos", (editorial) 

F. Sionel Jose, (formerly editor STM, Progress} nowAssociate 
Editor of new magazine, Asia) -

"An Asian Market for FilipinoFroducts", Maximo V. Soliven (Ec'jitor, , 
PubliSher)' 

"The Filipinos ponder the Chinese ProbleIll"; ]lufronio M. Alip (Historian) 
"Capital Formation For FIlipino Industry", Rilmon V. del Rosario 

(Manager, Financier) 
''Parity and Controls", Alllado A. Castro (Director, Institute of 

Economic Research, R.P.) 
,"The Christianization of the Filipinos", Josef'1na D. Constantino 

(Catholic Lay Leader) 
(A section of five articles on RizalJ this being the centennial 

of his birth), , 
"The Pre-Historic Filipino Village", Robert B. Fox (Anthropologist) 
"Self-Rule Takes Root in the Filipino Barrio", Ramon P. Binamira 
, (Presedential Assistant for CollllllL1Ility Development) 
\~ Revitalization of the Barrio's Political Structure", Raul S. 

Manglapus (Under-Secretary, Acting Secretary, Foreign Affairs, 
Senatorial Candidate) 

"Land Reform'and Settlement", Oscar Morelos (Writer, former~ l'jARRA,) 
(A section of three articles on Mindanao; Land of the Future) 
"The Census of 1960", Manuel Buenafe (Director, Bureau of the 

Census and Statistics) 
"Our COming Population Explosion", Diosdado Macapagal (Vice President) 
"The Summing Up" -~ A few sentences from the first and last 

paragraphs are presented here: 

/"There was 
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"There was ce,use for rejoicing in 1960 ••• there were more 
jobs created ••• more factories had sprouted in the suburbs ••• 
In Manila, the Bocia1 change had become more pronounced " 

. ' 

"The dispersal of !lOWer, of industry is the greatest need of 
the day. This can be done with a revolution in ideas - a revolution 
such as that 'which the late and lamented Magsaysay initiated, ••• " 

,,~.Fookien Times Yearbook - 1959 
"Towards a New Era of PhiliPIJine-.American Relations ", Carlos P. RoDllllo 

(Ambassador), 
''U.S. -' P.I. Relations", Charles E. Bohlen (Ambassador) 
"U.S. Aid and P.I. .C1aillLS", ,Albino Z., Sycip (Chairman, China Banking Corp.) 
"After the Foreign Exchange Margin", :Benito Legarda, 3r. 
, (Director of Research, Central Bank) 

. "Lessons of ' Western Economies for the Philippines", Gil 3. Puyat 
(Senator, Ind\lstrialist, formerly. Dean, College of Business 

Administration) , 
"The Future of l'hi1ippine Foreign Trade", Manuel E. Buenafe 

(Director, Bureau of the Census and stattcs) 
, "Philippine Education Faces Tomorrow", Manuel Lim (Secretary): 
"The Nation' s Health Effort is Everybody's Business", Elpido I. Valencia 

(Secretary) 
"The Progress of Philippine Labor in 1959", Angel M". Castano (Secretary) 
"Progress in Philippine Public Works and Highways", Florencio Moreno 

(Secretary) , 
"Philippine Land Transportation Services", Alejandro A. Galang 

(Public Service Commissioner). ' 

,The Fookien Times Yearbook - 1960 ' \ 
- "An' Appraisal of Credit Measures", Dominador R. Aytona (Secretaryl .. 

itA Blueprint for More Electric Power for the Nation", Filemon M" ,Zllob1an 
(Manag~r"National Power Corporation) , 

,I~ lllueprint for'a Nationwide Highwsy' Network", Nicolas L., Cuenca 
(Commissioner, Bureau of Public Highways) , .. 

"The Progress of 'Philippine Labor", ,Angel M. Castano (Secretarf,) I 

"Philippine Rural Progress", Ramon P. Binamira (Presidential Ass:rstant 
for Cowmlnity Development) 

"The USVA in the Philippines", D. F. Peppers (Manager, USVA Regional 
Office, Man:J,.la)' 

"Ce.tho1icism in the PhiliPIJines", Jose Ma. Hernande z (Director, 
Catholic Writers and Speakers Bureau) 

"Protestantism in the Philippines", End q).l6 c. Sobrepena (General 
Secretary of the United Churches of Christ in the Philippines) 

"Islam in the PhiliPIJines", Hadji Madki Alonto (Proyincial Governor, 
Lanao del Sux) 

(A section' of seven articles on Rizal)-' 
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_ For the newcomer to Filipino studies, it is worth pointing out 
,that these ,articles and essays were contributed by professional 
economists, anthropolOgists, industrial managers, financiers, labor 
educators, Bureau Directors, Department Secretaries, two Senatorial , 
candidates, an ex-Senator, now Vice Presi~ntial candidate and the Vice 

'President, now Presidential candidate. Collectively they probably 
hold more lfarvard, Yale" Columbia and Chicago Ph.D. s than any publica­
tion;in the United States could. gather as contributors"except professional 
journals'. They are the actual core of the leaderShip of Philippine 
affairs. The American newcomer who gives attention to their in:t'ormation 
and counsel will be well advised. ' 



• e· 
BILATERAL KINSHIP SYSTEM OF THE· FILIPINO F AMlLY 

]' - Father 
M - Mother 
gf - Grandfather 
gm - Grandmother 
u - Uncle 
nu - Not married uncle 
a - Aunt 
na - Not married aunt 
s - Son 
d - Daughter 
sl - Son-in-law 
dl- Daughter-in-law 
gs - Grandson 
gd - Granddaughter 

~. a ~ a'1a a F 

~ T 

StatisticaJ.J.y, married: Filipinas, 45 years .old, have gi-ven 
birth to 7.1 children. 

Renee, the Extended Family of a couple -45 yee;rs old might be 
2 parents, 4 grandparents, 12 uncles and aunts, 7 children, 
2 children-in-law and 3 grandchildren - a totaJ. o:f 30 persons. 

One household might well be composed of 14 persons, those 
underlined. There might be 5 income earners: gf, F, naJ 
married son and an unmarried son. As long as they were part 
o:f the household they would turn over their earnings to the 
Mother, who :functions as :family treasurer, does the purchasing, . 
and provides spending money on the basis of need and welie;re •. 

gf)-4U~a~UR~S~R~l~~~~ 
gm 

) ill 

65 yee;rs o:f age - 25 - -5- -2-



UNlLAT.E:RAL KINSHIP SYSTEM 

B.r contrast a unilateral kinship system would be visualized as a series 
of concentric'circles. O~ the same thirty people, the maternal relatives 
would not appear nor would there be an unmarried aunt (her marriage would 
have been arranged). The eldest daughter has been married; hence, does not 
appear. The father (f) being the third son would have an elder brother (eu) 
and an eldest brother (ElJ) whose authority would be senior. The grandfather 
(GF), as the'eldest mBle; would have almost total authority over all members 
of the family. He makes decisions as to marriage, vocational choice, education. 
~e married women involved are indicated (w) and off to the side of the 
authority rank. They have no authority and no relationship to their parents. 
The unmarried daughters are represented as attached to the family but not within 
the hierarchy of authority since, in due time, th~ will be married off and, 

• 
will have no further claim upon their parents or their father's family. Such 

, • a ~aJI)i;l.y: ~~~e;!lr !Ilight be visuali zed thusly ~ 

----------.. 

• G-f 

" 



SIIDATION 

Personal eValuation 

Imposed authority 

Conflict "Within family 

Co~ict "Within community , 

Non-familY alliances 

Consideration of the future 
-- vocational choices -
-- marriage choices -

-- business choices -

Capital formation 

(Bilateral Kinship System) 

" High self-esteem (hiya) - personal 
pride sensitivity to insult. 

Rebel if possible - accept sullenly, 
"With indolence, if rebellion. is not 
likely to be effective - may result in 
social chaos. 

Settled by parents. 

Acconunodation secured by fathers -
there being no higher level for adjudi­
cation. 

~c - two people - one-to-one rela­
tionships - temporar,y arrangements - no 
expected long-term alliances hence 
little sense of "communi tyl1 - fluid 
political alliances. 

Made by individuals. 

(Unilateral Kinship System) 

Acceptance of onels station and the' 
authority of elders and superiors. 

Assumed and expected by many -. stolidlY 
accepted by others - society is ordered. 

May be settled by father, but if serious 
will be settled by grandfather and/or 
grand/unCles. . 

Settled by authority of elders as 
formally organized or ad hoc groups 
of elders. . 

! Made between families by elders -
I usu~ long-term alliances hence a 
• sense of mutual responsibilities, of 
l"commUnityl - society is ordered and 

I structured - loyalty to king or emperor 
may be fanatic, like that given to 
eldest in family. 

Determined by class or caste or elders. 
Made by individuals, CU'ranged by parents Made by parents or elders. 
or go-betweens. 
Made by the father upon ..mom others are 
dependent for support. 

Decisions made by eldest male - gr~~d­
father although he may have no finan­
cial stake in the venture. 

If more is required than an individual The total resources of the larger 
can secure. other members of the ex- family circle would be available but 
tended family will buy stock or make others would not be invited - hence 
loans but seldom would outsiders be provision of capital required beyond 
brought into a joint stock company - ! family is thought of as a function of 
however, these investments CU'e genuinely I government, the surrogate of the elders 
~diviaual - hence persons regard them- - hence persons regard ~lemselves as 
,,'-re, '" "pi"""'", . . I ~oialist. 

http:rebellion.is


C~TIC RESPONSES TO SELECTlID SLIONS (continued) 

SITUATION 

Inheritance of women :from parents 

Social demands - -etiquette 

Social Classes 

Leadership 

Personal initiative 

Visualized ideal 

FILIPnID 

Forced heil!, equ.e.l shares 

Tradition respected bm not 
binding. . 

Limiting bm not con:finiDg -
hence society is mobile -
the Ilustrado must be elected 
to office by his It inferiors" -
he receives Jlersonal satisfac­
tion by ~nning - hence politics 
are democratic, leadership by 
consent. 

Accorded to those who, because· of 
wisdom., wealth or prowess, pro­
vide what is desired by those 
who follow - hence temporary, I perhaps elected. _ 

I F.ree:q expressed and rewarded 
with affluence and status. 

Projected into the fUture -
"the best is yet to come". 

OTEEIlS (Unilateral Kinshi;p System) ., 

None 

Tradition controlling and compelling 
(e.g~ ·a younger brother finds it 
~ossible to address an elder 
brother by his given name). 

Rigid, con:finiDg'~ the ballot is not 
meaniDgf'ul - individuals are insecure 
outside their class (e.g. Muslim 
warnen "coming am of purdha" feel 
that they "are naked". 

Expected of the superior or the elder -
usu.e.lly inherent in fa.m:Uy, pOSition, 
or class - accepted by little 
resentment - actually desired for 
its provision of security and 
limited personal demands and 
responsibilities. . 

I Discouraged by elders - seldom. 
! desired by juniors or in:feriors. 

i I The golden age was in the past - the 
present is inadequate or sinf'u.l -
in the future 1'eo1'le :must return to 
the gods of their fathers or 
emulate their ancestors, perhaps 
under penalty of supernatural 
judgment. 
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Appendix 2. 

The United. states in the Phili;ppines 

The Ph1li:ppines is Unique to the United .states. 

Filipinos are sl)ecial people -- to Americans, And we to them. 
:. We are family. 

Each member of the Philippine study Team -witnesses to this special 
relationship established. by hiStory; supported by common cultural. qua.1.ities; 
made warm and. vibrant by sentiment and interlocked by political. necessity 

, and ntutually: shared goals of the good life for a1.1. men. 

~ers anddo-ers of the Philippine economic development programs 
must have, not only objective data, but a lively appreciation for the 
nature and depth of the sentiments of FilipinOS regarding our mutual 
involvement, each in the affairs of" the other. We have already suggested 
something of i(he nature of this mutual involvement in Chapter I and 
Appendix. 1.. 

Our present J?Ul'llOse is to identify and present the sentiments* in 
Fil.-An).erican involvement. Understanding of these sentiments is essential 
in projecting an action program of economl.c development. We do so by 
suggesting' answers to four questions: ' 

\ i. How do vre-, as members of the study Team, feel about 
the Philippines? 

, 2. HOiW do Filipinos feel. about Americans? 

3. 'What then, can we do in Philippine affairs? 

4. 'What ought we do? 

With genuine appreciation for the sentiment component of Fil.-American 
relations, we believe that it will be possible to fashion unusually unique, 
creative development programs. We insist that understanding of this 

'coDqlOnent is as essential to success, as objectiye knowledge of the economic 
component -- resources and manpower. ' 

How do we feel about the Philippines? 

(1) As we moved about in Philippine society and through the Philippine 
Government we felt that we were the heirs and successors of some of the 

/finest 

,* Sentiment is affective; it is that union of thought'and emotion which moves 
" its subject toward satisfaction -- goal 'accom;pl:lsbment. See Alexander Leighton, I 

~ Governing.2f ~ and his' reports of the Cornell I'rogram of .social Psychiatry,' 
par:ti~ly;,.& !!:!!!::.,,!! . Legion, : 

I 
... 

Gh !llTn E ll!i i .. ! 
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finest Americans of our century. Fil1.pinos claim these Americans as 
their own and through them, identify themselves w1thAmerican affairs 
of the last s1~ yoa~G. 

__ : William Roward Taft, the First Governor-General, personified in his 
. character and administration the freedom which the Filipinos sought in 
their rebelliQn against Spain. Filipinos 'Were proud. as he 'served the 
larger interests Of the United States as President and Chief Justice of 
the Su:preme Court. . 

General Douglas MacArthur is beLoved in the PbiLi:Pl?ines. One member 
of the Study Team 'Was in ManiLa during his "second. return" in JuLy. His 
:reception was unbalievabLe in its magnitude and depth of feeLing. The 
General r s father,. General Arthur MacArthur, was the Mill tary Governor who 
accelerated the establishment of Civil Government under Mr. Taft and the 
Se~on~ Philippine CommissiQn. 

General John .1. Pershing was one of the 'colleagues of the eLder 
MacArthur as. a young CoLoneL, destined to command the Allied Forces in 
Europe during World. War I. 

Major Dwight D. Eisenhower was an aide to the younger MacArthur, 
:with his :t'u. ture still ahead ~f him.' 

. Justice Fr8nk Murphy had been Governor of Michigan before serving 
his country and the PhiLippines as the 1ast Governor-General. and the first 
High aommissioner to the Commonwealth Government. 

Luther ,V. Bewley arrived in the PhiLippines·in A:pril 1902, one of 
nearLy a thousand .American teachers. ]?roviding free public education 
to the Ph1:L:i,pp;ines was the most gLorious technical assistance program 
the United States has ever sponsored. Spain had done a1most nothing to 
educate FiLipinOS until. a g).larter century before it Lost them. A quarter 
of a century after the "Thomasites" arrived (on the USS Thomas) there were 
eight times as many students in secondary schooLs as there 'Were on "the 
Peninsula", pro:portionate to popuLation. Professor BewLey was teacher, 

. principal, superintendent and, for thirty years, Director. of the Bureau 
·of PubLic.SchooLs. He is truly the architect of the finest U.S. monument 
in Asia, the PhiLippine Public School System. Better than any living man, 

.he ;personifies the magnanimity of two generations of Americans who invested. 
;their lives in FiLipino society. Still Living in Manila at 84. years of 
age, we found him to be· a wise counseLor. His amazing memOry and wondeirful 
humor made. sixty vibrant years sparkle With meaning. 

.. (2) As 'heirs of such Americans ~e falt res:ponsibility for continuing 
·and enhancing:a magnificent d.emonstration.·of the nobLest qu.a:Lities of our 
.American tradition of the o:pen, permiSSive, challenging democratic society. . . . 

/(3) :But , 
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(3) 'But, we must cOnf'ess, on severaJ. occasions ,Te "felt shame" -­
"Jlj.¥ll-" (the F:tl;Lp1no woa:d. ;Ls 1;iatter.). 0Ux seU-esteem was ;LnJW;'ed. bY' 

, the awareness that too many hurried fellow-countrymen, ~iving on the 
'surf'ace of events without awareness of their meanings, had not perceived 
the situation in which they had worked and had done violence to their 
own vaJ.ues and betrayed their trust. ' 

(4) FinaJ.ly, we felt that in the long and deep relationships between 
Filipinos and Americans, there are opportunities, still unassessed, for 
releasing the :potentj.als of the peoples of Asia. 

Our feelings about the Philippines are shared by man;r. ,Americans. 

One American editor who lived among F:Uipinos for thirty years and is 
still concerned with their affairs though he lives in New York, replied 
to a cynical American qilery, "How long do you think deDlOcracy will last 
in the Philippines?" by- replying, "A little longer than in the United 
States;" 

In New York 'a few DIOnths ago, he spoke of some of our mistakes. 
Addressing a connnercial group, he described our j?aternaJ.istic "show­
window of democracy" pu.blici ty as " ••• something like dressing the Filipino 
up in' curls and a, Fauntleroy suit and parading him in front of the corner 
gang." He insisted that this kind of paternalism be replaced by DDltual 
respect and loyaJ. ty " ••• to the kind of ideaJ.s we have in common •• ,. " 

The President of one of the largest capital-forming organizations 
in Asia (the only- American in the enterprise) told us of a conversation 
with the Vice-'President of an established world-wide American company-. 
Its directors had sent him to Manila to expand its Asian center of opera­
tions. He wanted to borrow substantiaJ. investment f'Unds. After admitting 
that his conmany had taken all its profits out of the Philippines for 
severaJ. years by buying gold at 3 to 1, he was told by our inf'orma.nt that 
he could jolly well use those same dollars to buY back pesos to expand his 
operation. He said, ''We will make investment loans only to those conmanies 
which have consistently demonstrated their conf'idence in the Phil:i:ppines 
and by doing so have helped in its economic development." (It may- be 
;reported that his firm and those enterprises in which its investments 
have been :made are doing q¢. te handsomely). . 

The Vice-President for· Asia of a large international banking organiza-
. tion declared that Filipinos have made dramatic and substantiaJ. progress 
in the last two years; deDlOnstrating responsibility- and maturity in ,fiscal 
management. His statement was lII!l.de at dinner with the Board of Directors 
of the American Chamber of Commerce. . 

The manager of one of the largest and oldest American firms 
Philippines who, when asked that same evening, what we sho)lld do 
Philippines, replied with gruff- humor but directness T' "Go home. 

/Your rCA. 
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your IcA teclmicians with you. And. be sure the State De:partment fires 
III.Ost of the :political characters who clutter up the scene here." In _ 
somewhat III.Ore mellow tones he Gaid., "I employ 3,500 Filipinos and. seven 
American. <OI could. replace every: American with a Filipino and. shall ao 
so as soon as their contract expires. There is at least one Filipino 
-who could. teach every lCA technician who has been in the Philippines. 
All we need. for economic development in the Philippines are credits 
through the 'normal and customary channels. And it r s your poll tical 
officers 1 "ho come and go -without ever really understanding the Philip­
pines, who are responsible for the decisions that louse up our fiscal 
situation." ~. 

H:i.~ language was extreme. However, he was sapng -what every other 
Director said, one way or another, during the evening. As a group, this 
hard-bitten collection of American managers was probably the most 
enthusiastically pro-Filipino of any -with whom -we conferred. They­
probably averaged 25 years residence in Asia. All but two or three 
were either -"alumni" of Santo Tomas (prisoner of war camp) or ex­
occupants of Chinese Communist jails. Except~ons were combat officers 
in Asia during World War n. And almost every one had won show-down 
scraps -with colonial-minded Boards of Directors in :New York or Chicago 

'- How do Filipinos feel about Americans? 

,Filipinos adopted themselves into the larger American COrnM1uity 
and adopted, Americans into their own extended family, on July- 4, 1901" 
-when William Howard Taft stated, on instructions from his President, that 
'''the' Philippines is for Filipinos" and that the government was to be 
-fashioned for Filipinos, not for Americans. 

As described earlier, loyalties of Filipinos are almost exclusively 
to their families. Loyalty to Americans, to the govermnent and :flag of 

• 

the United states was the kind of loyalty they give to their extended 
families, eXClusive and unreserved. This loyalty was demonstrated on 
Bataan and Corregidor as the war began; on the death march and in guerrilla 
resistance to Japanese occupation. It is implicit in the words of Manuel 
Roms, who said in the United States just before his inauguration as the 
first President of the Republic of the Philippines: 

"We are not of the Orient, except by geography. We are part 
of the western world by reason of culture, religion, ideology, and 
econo!llics. Although the color of our skin is brown, the temper 
of our minds and hearts is almost identical with yours. We expect 
to remain part of the west, possibly as the idtlological bridge 
between the OcC!ident ahd the Orient. rr 

Many of the thousands of Filipinos gathered on the L1lIleta wept as 
High Commissioner MCNutt s~owly ~owered the ~ricen flag at 9:15 A.M., 
July- 4, 194-6 end President Roxas raised the Philippine flag -with the 

/sa:me 
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same cord. After taking his oath of office, he said: 

"The .AmericaJJ. f~ag has been ~owered f'rom the f'~agsta.f'f'S in this 
~d -~ not in ~feat, nor in surrender, nor by compQLsion, but by 
the vo~unta.ry act of the sovereign .American nation. The f~ag which 
wa.s first raisfild in conquest here has been hauled down 'with even 
greater glory. The Stars and: Stri:pes will no longer fly over this 
land; ?ut in the hearts of 18,000,000 Filipinos, and in the eyes 
of lllallY millions more in this part of ,the world, the .American flag 
flies mo:r;e, trlumphantly tod.a;r than ever b!"lfore in history'... " 

General Douglas MacArthur sta.ted at that dramatic birth of a new 
nation: 

"Let hi~tory record this event in flaming letters as depicting 
a new height of n9bility in the relationship between 'two separate 
and distinct :peoples of the earth, :peoples of the East and :peoples 
of,the West. Despite raCial, culturaJ., and language differences 
and great distances of geographical separation, they forged an 
affinity of understanding which, S'urvi ved both the vagaries of 
:peace and the shock of war ••• " 

Basically and :fundamentally the loyalty of Filipinos to the United 
Sta.tes has not changed. They would spontaneously do again what they 
did in ~941-45. This loyalty they extend is of the same quality as that 
given to brothers or compadres. ' 

Furthermore, Filipinos have involved .Americans in their society as 
"go-between". A bilateral famiiy system produces cOlllIllUl1ities without 
inherited or definitely structured authOrity systems. This, in turn, 
'i?reeds men of great personal "self-esteem". Crises produce accommoda­
tions. The men upon whom others (elder and younger) are de:pendent =t 
IDa.ke the accommodations. SUch wen are proud men -- whether they be 
"Knights of the Round Table" or "Pride of the Malaya Princes". They 
recognize no inherent authOrity over them. 

Pride or self-esteem -- hiya -- requires that a roan simply remove 
himself from'those who have been-Offensive, so society does not fly aparl. 
because of personal vengeance. In a community of such individualists 
there must be "gO-betweens" who arrange reconciliation if possible or 
adjudicate disagreements. 

'.Americans who have unde)stood tha~ their most important role is 
that of "go-between" are inevita.bly successful in whatever they do. They 
are the energizers, stimulators and rationSliz~rs of Philippine society. 
One well-known political leader said to -us " "The .American Ambassador, 
if he is reaJ.J.:r an' abl.e man, is the conscience of every Filipino politician." 

/Filipino 
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Fili:pino :poli tical. ~eatlers froJll the top down, invite .American partici­
pation in their affairs. What they need and what they have missed under 

.lIsov-ere:l.gn :l.nd.e:pend.enae" :l.s the funat:l.on of the .Amer:l.aan a.dministrator as 
• "go-between" • Fi~ipinos do not want supervisors. And they don't want 
Americans messing in their personal. arguments -- politics. But they very 
IllUch want, and need .Americans, who because of' their re~ations to all 
parties aonaerned, can function effectively as ~he ba~ce whee~ in their 
society, as the "go-betweens". 

Filipinos demonstrate their belonging in' the larger .American commun:i.ty 
by writing. 60-70 letters to the White House each week, :probably lOOre than 
citizens of a:ny other 'foreign country. This interesting f'act came to light 
quite accidentally and led to an examination of' one box sent to the Depart­
ment of state from the White HOuse mail room. During the first three weeks 
of April there were 162 letters of which 63 came from Manila, 59 ~rom 

· the Provinces (rural areas) and 40 f'rom chartered cities other than Manila. 
Those writing weJ;e 45 boys, 42 girls, 51 men and 24 women. There were . __ ... 
several. kinds of reasons given f'or writing to the President and Mrs. Kennedy; 
96 requested assistance of various ki·tJas; 23 offered felicitations; 16 wanted 
to study in the United states] 9 wanted to join the U.S. Navy or work for 
the Embassy or a military base; and II presented claims for back A:rmy pay, 
guerrilla service or war damage. Two or three presented pi-oblems involving 
'genuine national. interest. . 

Inquiry was made of' the Assistant Press Secretary at the White House 
as to how much other l119.il. was received at the White House which was forwarded 
e],sewhere in the government. During the last three weeks of May, 190 letters 
were "received. In the distribution State got 94, Army 41, Veterans Admini­
stration 30, Navy, 3, Treasury 3, Foreign Claims Settlement Commission 1, and 
l.8 were retained at the White House. 

As reported in Chapter I, all scientific measuring of' :public opinion 
in the Philippines bears startling testimony to the identification of 
Filipinos with Americans and our government. Filipinos feel that they 

· belong in the larger .American family. ,And they act as if they do. They 
· exult in our triumphs. They share our dismay at our failures and our 

embarrassmen:t; at our faux-pas. They are disappointed in our lack of 
leadership, particularlY- in the Phili:p:pines itself'. An . editor, speaking 
f'or'an unusual grou:p of' Fili:pinos with whom we had dined, said it this 
waY,r 

. , 

"R~cently, those of' us who would build into our society the 
democratic values which are your values, have felt that we pave not 
had your support. Without your sul?J?Ort we cannot succeed. Without 

'your support we have only despair -- personal. despair. It's like . 
. during the war; we wonder where ,you ,are and why you delay your cOrning 

, •• we know what must be done in the Philippines and so do you. ' You 
~ help us. It is not just our future but yours also, which is at 
stake here ••• do not unC!,erest1mate your :power here and do not 
hesitate to use. itl"· 
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'mw.t ~ ~.E2l:!! Philippine Af':fairs? 

'We' can .. do almost anything we decide to do. One thing onJ.y we can not 
do;, we can not prevent Filipinos :from "participa;~ing in their patrimony". 
They are determined to have major roles in the business o:f production 
,and trade. Lacking a middle class, Philippine society has depended upon 
Chinese traders and American managers to provide the necessaries :for their 

'existence,. This is ending. 

Although ,:fear of' "alien" dOmination is e.lmost entirely directed 
against the Chinese cOmmunity, resulting government restrictions necessarily 

, fa.1l upon American enterprises as well. However, there are all kinds o:f 
devices being of:fered to :far-sighted American businessmen :for joint-partici­

,pation. Several demonstrations attest to the ef:fectiveness of these devices • 
.American business is welcome i:f it does not insist upon paterne.listic ' 
donrina.nce. 

This we should not do. There are several other things we could do, 
but shouldn't. 'We could disci:pline Filipinos :for their "graft and corrup­
tion". Some peo:ple think: we should. Their concerns are proper but their 
appraisal o:f the Philippine scene is inadequate, because their ilIlpressions 
are dated, or their informants are singular1¥' biased. :Being alarmed about 
the dire conse~ences o:f,de:ficient character is mis-directing one's energy. 
The "devil" theory of history which assumes (1) that vile character is the 
cause of social and political problems (graft and corruption); and (2) that 
apparent virtue is evidence of noble character rather than lack o:f opportunity 
to graft, is both useless and politically dangeroUs. It is useless because 
it provides no, clues as to what can be done about the problem except preach 
and legislate. It is politically dangerous because "angels" are so likely 
to :make foolish alliances with deposed or minor '''devils''. At best, the 
consequent fiasco is embarrassing • 

;Raving just read the Bell Report of 1950, the study Teani was surprised 
to find some Americans who seemed to feel. that the future o:f the Philippines 
depended upon those who had so emptied the treasury that teachers could 
not cash their warrants a dozen years ago.. 

To the eX]?Orter, the importer is a grafter. To the importer, the 
eX]?Orter is a robber.' Elemental wisdom informs one that in both cases 
some are and some aren't. Americans should have enough political sophistica­
tion and discrimination to avoid being used by partisans, no matter how 
brightly their armor .is polished. ' ' 

, 'We could disci:p11ne FilipinOS, but we should nOtl 

'We could meddle in their :poli t:Lcs • 'We; could buy a' man or a party 
now and then -- and make a temporary di:fference. 'We could, bu.t we should . ' 

" not! 

, /:Because 
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Because, if we do, we shall cOIllJ?romise our more im:!?ortan:t roles 
and waste more effective opportunities £or creative action, regardless 
of the mo~ntary- righteousness of a given :partisan :policy or candidate. 

We can do these things, but we should not. 

~ oUght~~? 

Not the above. They are unworthy of !Jur heritage and the opportunities 
of' ouX Ilstate • 

. First, we ought with humility reView the record of our own mistakes, 
our occasional la~ses into colonialism, seek a confessional and begin 
quietly, "Mia Cul:pa, J?a.dre ••• 1IJIfJJrY" of their sins were ours; now Visited 
u:POn another generation: •• " . 

The Stua.r Team -does not insist u:POn sack cloth or a hair shirt. Nor 
do we have any intention of using the extreme language High Commissioner 
l?a.ul McNutt had to use in 1945-46 to secure ~romised action from his govern­
ment. Extreme moralists are referred to the Library- of Congress. 

The Phili~pine Independence Act of 1934 had pegged the peso at a 2:1 
exchange rate for the duration of the Commonwealth. The Philippine Trade 
Act of 1946 continued the pegged peso, uiiLess changed with permission of 
the PreSident of the United States. ·It also established limited quotas 
of their exports to the United states and ~rohibited their taxing such 

. exports. This was the ~ ;pro ~ of eight more years of free trade ana: 
'a 20-year ascending scale of tariffs. Further quid ~ro ~ was Parity, . 
wpich gQaranteed that during the period of preferential tariff's, Americans 
in the Philippines could enjoy the same rights and privileges as Fili.pinos 
in the exploitation of' natural resources and operation of' public utilities • 
This ~ pro,~ ,forced an amendment to the Constitution of the Philippines. 
Many Americans in the Philippines protested. :But the "wisdom" of Congress 
prevailed. l~ecessary- to attract new foreign investments and assure opt~ 
value from War Dan)a.ge J?a.yments", it said., hopef'ully. 

" The War Damages Act was under consideration by- the United states 
Congress at the same time. Proud., sensi tive Fili~inos Cried, "Blackmail". 
Re~rdless of the intentions of the Congress, it had. delayed action until 
two months before Independence and had :passed the bill at the same time • 

. In effect, it was blackmail. ' 

" 

New investors 'failed to show in any- large nUlIlbers. The Asian market ,: 
was denied to Philippine ~roducers because their currency was pegged to 
a rapi~ in:f1.ating US$l. Economic deveJ,opment was seriously- impeded.' 
Graft and corruption was gQaranteed.· It is difficult to escape the feeling 

, that if vile character is tl;je cause o"! graft and corruption, the charge 
casts" little reflection u:porl Filipinos. The perfia.r was American. 

,jOur sins 
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Our, sins of commission, now v:i.si ted on Filipinos as' "graft and 
co~tionlt began with the disposa~ of $600 miLlion (replacement value) 
o~ wa~ mate~iel ~~~~~ ~~ sta~~~g areas ~e~r Man1~a ~o~ tne ~~~si~n of 

,', Japan. Its surplus value was set at $220 million. l?roceeds from the 
sale of these items were granted to the Philippine Government by the 
War Dalllages Act of 1.946. InadeCJ)l8.te' warehousing, hopeless security, 
slo:ppy management and our own: huge cadres of "operators" in our AruIy, 
reduced the inv~ntory in the shortest possible time to get home. Filipihos 
IIventually received about $.40 million. American management of this disposal. 
:program was scandal.ous beyond bel.ief • 

.Not until. the LaureJ.-Langly Agreement of 30955 did we restore control 
of its currency to the Bepu.blic of the PJlilippines; eJ.iminate quota restrictions 
and lift the prohibition of ex:port taxes on products shipped to the United 
$tates. We aJ.so made parity reCiprocal, thus correcting a legal, insult --
eight years after it was made. But reciprocity was meaningless. Few 
Filipinos could in'Ve1st in the U.S. and they shouldn't have done so. 

Having confessed the sins of our coJ.onialism, we should do our penance 
by (30) sinking the roots of our understanding deep into our own history 

. in the Philippines; (2) finding our proper posture, our ll10st effective 
rol.es and our lllOst im;portarit opportunities; and, (3) going'to work • 

. We suggest 'that pro:per American posture in the Philippines would be 
that of fraternal dign:i.ty. Not aloofness -- @ite the opposite. Fraternal 
relations i~, warmth and immediacy of res:ponse. Dignity implies qualities 
of discrimination and discretion eX]?ressed through American policy: and 
,:personified in the character and behav:i.or of American officers. 

To assume and maintain this posture of fraternal. dignity-" we =st 
substantially improve the CJ)l8.1ity of official. representation in the 
Philippines. The study Team is obliged to report, in all candor, that 
many Filipinos feel that since their independence the United States has 
been represented by only two Ambassadors who measure up to the men who 
served as Governor-Generals or High Commissioners! Americans residing 

',among th"m'agree. 

In our judgment, American policy in all of Asia will be lIlUch !IlOre 
effective if our representation to the Philippines is consistently superior. 
'It is less than kind or realistic to eX]?6ct Fili:pinos to behaye imaginative~ 

, and creatively if we do nO,t provide official representati'Ves 'Who can sti:mu.-
late that performance. 

Our posture of fraternal dignity means alsO'that our eX]?ression of 
.'warmth and' good will? while generaJ.J.y expressed, would be discriminating 
'and differentiating ,among the various elite who struggle for preferment,. 
status and r.,ward in the Philippine scene. Should we fail to be discrimi­
nat~, those who need us lIIOst, whom ±n 'a real sense we need most, will 

/feel 
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i'eel that we .have abandoned them. They ·mu.st have a continuing sense of 
our suwort to establish and secure those values which we nru.tually believe 
must oharacter1~e Fili~ino life. We were told repeatedly that recently 

. we have been "rewarding our enemies" -- those who would undermine the 
institutions essential to the democratic future of the Philiwines. The 
rough, blunt charge of the American mana.ger q)loted earlier, referred to 

'this BJDazingly. s~ort-sigh.ted behavior of American :personnel. 

The very nature of a dynamic SOCiety,' one in a very rapid tranSition, 
is that there are energetic, competing elite groups l!laneuvering for economic­
and. political power and. for social and cultural status. Because class 
lines have never been rigid. in Filipino SOCiety, competition of elite groups 
is not rigid and brittle, hence not eXplosive •. Bargains among them are 
l!lade. Accommodations are reached for particular objectives. The processes 

• are virile and. vigorous .. 

.' 

To discriminate ,among Filipino' elite does not exclude s:ny. No elite 
group is diametrically opposed. to our values and. interests (although some 
individuals naY' be) • Certain ones, however,. understand much :more clearly, 

. and,work much more effectively for democratic egalitarian values than 
others. We must give evident and. unhesitating approval and sUPllort to 
these. ' 

Some 'WOuld unwittingly jeopardize institutions essential to the open 
society, such as pablic education, while seeking goals they feel are also 
ilIlportant. We mu.st be quick to aPllreciate the constructive contributions 
of these groups but leave no q)lestion regarding the importance we attach 
to those policies and programs which increase and enhance the F'ilipino's 
sense of co:mmunity. 

Still oth~rs seek goals unr~lated to the enhancement of democratic 
llrocesSes. ·We must ignore their trivia. Insofar as w!'! can, without wasting 
time, 'We should seek to shift their attention to concerns of' some importance. 

Social change is the result of the competition of the elite for status, 
1Jrei'erment and reward. Not all will succeed. While 'We mu.st eschew political 
alignment we should unhesitatingly be discriminating in giving approval 
'and. support, both moral and substantive. Doing so involves our aSSOCiations, 
our response to invitations, our pablic co:mmendation, our financial favors 
and above all -- the obvious direction of our efforts and activities in 
AID alleviation and administration. 

We betraY' our dignity if we withhold fraternal approval from those 
'Whose efforts are creative and constructive or if 'We extend fraternal 

. awrovaJ, to those 'Whose efforts compromise the democratic :processes or . 
whose energies are 'Wasted. 

'" . We have said that Fili:pinos and Amer:Lcans share the same sentiments 
that WII are i'aJDily'. We believe that deepest and most important mutual 

, ' 

/involvements 
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involvements of F:!.lillinos and Americarur are still ahead of us. And we 
have asserted that herein are o~rtunities unsssessed for re~easin~ 
'the peop;i,ee .. of M;I,a and.' :eeVoJ.u'llionizing their societies. 

Only a few weeks ago the F:Uillinos and the Americans celebrated the 
anniversary of their inde:pendence -- on the same day. Filillinos welcomed 
a very s:pecial guest, General Douglas MacArthur, on his second return. 
With lIlS.gnificent grandeur, he expressed sentiments and convictions which 
have. become ours also: 

, "The tide {)f world affairs ebbs and flows in and out. Old, 
empires die, new nations are born, alliances arise and vaniSh. 
Bu.t through all this vast confusion the llIlltual friendshill of our 
two,countries shines like a tenfold beacon in the night. Together 
we have suffered the blood and the sweat and the tears. Together 
'We' seek the way and the truth and the light. And now in this long 

, twiligb:t era that 'is neither war nor :peace we stand together just 
. as firm1.y as before. 

In the efi'ort to build a world of economic growth and SOlidarity, 
,in the efi'ort to build an atmosphere {):I' ho:pe and freedom, in the 
effort to build a colllIllUIli ty of strength and unity of pur:pose, in 

" 'the effort to build a lasting :peace of justice, the PhiJ.ip:pines and 
the United states of America have become indiviSible.," ' 

" 

• 
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Appendix: 3-:f.. 

A Review of U.S. Aid in the Philippines 

3 A. Technical Cooperation Projects 

EDUCA.TION 

Background 

, While Filipinos have more college degrees tban any nation other than 
the U.S., there are evident inadequacies. For example, T2 out of 100 
children do not reach 6th grade, and only 5 out of 100 complete high 
school. AchieveIDent of students at given levels has fallen significantly 
from those of 35 years ago. 

The training of Filipino doctors examined in the U.S. demonptrates 
severe inadequacies. The training of geologists is inadequate. ,On the 

,other'hand, employers felt that there was no shortage of trained manpower, 
and tbat until development increases sbarply, the present educational 

,output was more than adeq)late to support the nation t s growth', 

Description 

The IOC Evaluation Report summarizes our projects as follows: 

,The General Education Project (initiated in Ii'Y 1953; scheduled for com;ple­
tion in Ii'Y 1964) bas as its objectives (1) the improveIDent in the quality 
of administration, supervision and teaching in the elementary schools; 
(2~ improvement in the use of the English language as the medium of instruc­
tion; (3) development of youth leadership; (4) solution of special cultural 
'problems in Muslim areas" and (5) deve10pIDent of demonstrational eleIDentary 
schools in each of the 55 school divisiOns. 'For thepe purposes technicians 
and e~pment were provided. 

Vocational Education Project (initiated in Ii'Y 1951; scheduled, for comple­
tion in Ii'Y 1962) served to rebabili tate vocational schools, baving 'prOvided 

. buildings and equipment for 34 trade schools and 40 agricultural SChools, 
Members of five stanford contract teams rendered valuable service in three 
of these agricultural teacher-training institutions, resulting in improved 
courses .of' study and teaching methods. 

Textbook Production Project (initiated in Ii'Y 1959; scheduled for completion 
in Ii'Y 1963) will provide pa:Per and paper materials for the production of 
more than 20 million textbooks to meet the acute shortage in the public 
elementary and secondary schools. Presently, one textbook, lllOSt likely 
out of date or in poor condition, serves 8 to 10 students, a condition 

,which, contributes to the heavy, loss o'f' e=llIDent in the lower grades; 
in 'fact, more than TO ,percent o~,the teenagers are not attending school. 

IReview 
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Review and Recommendations 

1. Vocational Ed.ucation 

The Team concurs in the phasing out, as qQ1ckly as possible, of the 
vocational education project. The+e are now some 80 vocational schools 
operating. 

2. Textbook Project 

The Team recogni~es the great importance of textbooks to education, 
and acknowledges the shortage. It recommends that steps be taken to help 
assure that the Philippines accept increasing responsibility not only for 
printing an ade~ate supply, but also for encouraging local scholars 
to 'produce the needed works. (The present project falls short, and the 

. reqQ1rements are growing every year. ) Perhaps a transition step could 
be to get U.S. _ Publishers and authors to permit and encourage Philippine 
editions ?f basic texts, using Filipino co-authors as fully as possible. 

Decentralization, by giving local government the power to finance 
text ]Urchases,.would help along. 

.3. G€neral Education 

The general education project has been one of a technical backstopping 
of the Philippine ed.ucational program. Un~estionabJ.:y, efforts to encourage 
educational excellence are needed, at all levels. It is. im:portant that 
U.S. grants for ecfucatj,on continue, em:.phasizing the ilIl.Provement in areas 
of most serious deficiencies. 

'rhe . Team recommends encouragement to building into the Philippine 
system some form of accreditation, or alliance with American accreditation, 
that will serve to continue to press for improvement'in plant,eqQ1pment, 
staff, and supervision • 

The U.S. may have a special role to play in continuing its interest 
in the education of the Moros, especia1J.:y in the Southern islands. The 
USOM staff believe, ;probabJ.:y correctly, that',thed:r efforts have helped 
make the Filipino Christians less prone to ignore the needs of the Moros. 
The Moros (lXe -very 'favorably disposed toward Americans, because .Americans 
have tend§d to, treat them as eq)l.als, not as a subject minority. With the 
growing interest in development of these islands, continued expression 
of U.S. interest here should be most helpful, not only in meeting the 
needs of.the minority groups, but in accelerating their integration into 
economic'developnent that otherwise is passing 'them by. 

/Tbe Study, Team 
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The Study Team. recommends that U.S. interest in encouraging educationaJ. 
excellence be shifted from the elementary school toward·high school and 
college. It suggests that AID take steps to develop an honors group of 
potential school teachers within a school of e&lcation, by means of competi­
tive scholarships. 

Similarly, the Team. recommends U.S. support for at least ene honor 
high school, with outstanmng teachers, and scholarships based upon com;peti­
tive examinations throughout the islands. The st:i.mu1.us of such com;petition 
shou1.d do much to help raise standards. 

The Team. recommends that the Philippine education program be urged 
to give full consideration to the iJDIl8.ct of' ramo on education. As the 
rural electrification program. recommended herein gets under way, the number 
of ramos should, increase sharply. The possibilities for enriching school 
curricu1.a, as well as the possibilities of adult education deserve study 
now. .Advance preparation will help ensure wise use of the new opportunities. 

TEE UNIVERSITY OF TEE PlITLIPPINES. 

:Background 

The University of the l'hili pines PrQject (initiated in FY 1951; 
scheduled for completion in FY 19 is designed to implement the recom­
mendations of the Hannah Committee' Survey Report and provides assistance 
in (1) the reorganization of the administrative procedures of the University, 
(2) strengthening the academic instruction and research, and (3) develop­
ment of facilities and programs with a view to preparing future leaders 
and me1ntaining the University as a leading democratic institution in Asia. 
United States participation is principally in the form of technical 
assistance • 

Excellence in higher edUcation, both general ana: profeSSional, 
is a subtle combination of outstanmng faculty, fine equiJ:l!!lent (library, 

. mUseums, and laboratories) and well-g!.talified students motivated by a 
tram t:ion. of' high academic performance. : 

The University of the Philippines' was founded in 1908. It has been 
served by' a mstinguished group of .Americans and Filipino educators. By 
1941 it'was regarded as one of the best Universit:ies in Asia -- the ouly. 
one which is a coW of the U.S. public institution. Many' of its colleges 
and departments enjo~ed world-wide reputation. 

'Its main campus was totally destroyed during the battle of'Manila 
in 1945. With ·U.S'; assistance it has been relocated in suburban !Quezon 
City. It has new and adeg)lS.te l?uilmngs, laboratories and a fair library • 

. Now its most desperate need is to be able to hold its f'acul ty. To do this. 
it must raise salaries and provide more adequate f'aculty housing. 

jln the 
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In the last 5 years, executive and professional salaries have jumped 
P 14,400 to P 25,000 and up. With a top sal~ry fOr a ful~ profossor o~ , 
P l2,000,.the University is being raided by: all comers. It has lost three 
,of its outstanding scientists during the last year. Young men move on 
as soon as their obligations for having received U.S. graduate work are 
completed. 

Faculty housing at Dilimen (the ~ezon City crunpus).were hurriedly 
, builD in 1945 as temporary quarters for American Army Officers during 
,the build-up for the invasion of Japan. These must be re:placed and addi­
tional ones constructed. Present quarters make it difficult even to maintain, 

, IllUch less build, staff morale. 

During the war, one American prisoner of war camp was located on 
. the crunpus of the College of Agriculture of the University at Los BiIDos. 
-American troops liberated the prisoners from deep behind Japanese lines 
in a rapid knifing'action. In retaliation the Japanese ligpidated 2,000 
residents and destroyed 66 of the 68 buildings. All equi]IDent, facilities, 
library and personnel of the College were lost. It has received no War 
Damage pa;yment. Its needs for faculty housing are even more desperate 
than those at Diliman. 

Recommendations 

Consequently, the Study Team urges prompt action on two proposals 
considered: (1) Grant for subsidy of faculty salaries to a top level 
of P l5,000.plus housing and attractive retirement annuities for. approxi­
mately 5 years until a new Land Grant on Basilan Island is in full production 
.and a new Land Grant for the College of Agriculture has been secured, both 
'of which should provide replacement income. (2) Grant for facuity housing 
for both the Diliman and Los BaUos campuses. 

The grants are recommended to enable the University to hold senior 
professors and attract younger able men. Without security and reasonable 
comfort its best professors will vanish and its re:placements will not appear • 

The University of the Philippines would also benefit from recommenda­
. tions in this report with respect to medical education, geological training 
,and forestry. 

I 

The Team recommends phasing out the remaining programs at 'the University. 
It ~resses the hope that the National Science Development Board will be 
·re-united with the University so that the funds now going into this will 
enrich,the University as a research center, and enliven,its teaching by 
the im;pact of research fellowships and grants. 
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Health and Sanitation programs have been used against malaria, to 
rehabilitate or build health facilities including hospitals" rural health' 
units, ~d regional laboratories and health training units. 

, PneUlJlOnia and tuberculosis remain the highest killers. Malaria is 
sharply reduced from 40,000 deaths a year to 2,000 a year. 

The ICA, has closed out its help on wells and springs and will phase 
out its work, in envirornnental sanitation'. 

Review and Recommendations 

The completion of the malaria eradication program deserves high 
,priority. The ground gained must be secured, not only to avoid slippage 
but before the mosgpitos become immune to the insecticide. Three to five 
years is estimated as the outside limit of effectiveness of the insecticides. 

The proposed project for improvement of medical education also deserves 
high pr~ise and full support. The U:S. interest in having high !p8.1ity 

, Filipino doctors taking residency in our hospitals is only the most immediate 
case for U.S. AID. 

,ActuaJ.1y, under USOM encouragement, the Philippines are embarked on 
'a reform program of great consequence. They have reduced enrollments and 
raised admission regpirements in medical schools; they have tightened 
their own medical and dental examinations and flubked a large share of 
recent candidates. The U.S. must not fail nOl, to follow through, in help­
ing improve the staff and plan:!; of the medical schools. The Team was 
well impressed with the competence of the technicians; the conception'of 
the project, and the Philippine support already enlisted. 

COMMUNITY DEVELOPMENT 

Background and Description 

'The Connmmi ty Development program, operating under the President IS 

assistant on connmmity development, has helped train'connmmity workers 
. and local leaders. It has secured a barriO development act 'that is the' 

beginning of decentralization and of true local self government in,the 
, ,Philippines'. ;National government suppOrt is taking, an increasing share 

of the cost of the Whole program. 
, , 

U.S.' aid now is largely to finance part of the cost of,barrio:improve-, 
ment.projects. 

http:taking.an
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Review and Recommendations 
" . -~- , - -

Clearly this proj~ct is serving as a vehicle for part of the essential 
social revolution in the Phili:i?pines. It is the project that is moving 
constructiveJ:y on decentralization of the government. The Study Team was 

,well im:pressed With the Phili:PIline leadership and.-staff, and with the 
excellent replltation of the program throughout the country, :firom the bottom 
to the to:p. The recent suggestion that further U.S. aid during the presentJ:y 
planned phasing out period take the form of a revolving loan :fund for 
assistance to local communities seems to be a good way to dramatize U.S. 
interest in the :program; indeed if additional dollar loan funds are needed, 
perhaps these too could be ,invested in this :project. If a PhiliIl:pine­
American joint development colllIllission is launched, it might well be given 
continuing responsibility to assist in advancing community development, 
and aiding in the process of decentralization • 

The Regional Training Services :program, using Philiwine know-how 
for ,third country trainees, should, continue as needed by third countries. 

,MINERALS DEVELO:EMENT 

Background and Description 

The IGC Report summarizes this as follows: 

:NEe' and the Philippines Bureau of Mines, assisted by USOM, has under­
taken a scientific geological inventory of the mineral as~ets in the PhiliIl­
pines and are engaged in research upon low-grade ores With a view to their 
possible exploitation. Already the syst~matic geological work has resulted 
in the discovery of substantial refractory chromite and determined the 
feasibility of exploiting large rese~es of laterite (a complex of iron, 

,nickel and cobalt ores). GeolOgists, metallurgists and mining engineers 
are few in the Philip:pines; moreover, the training and ex:perience'essential 
in the development of this talent Will require time. To provide the 
requisite training, Filipino participants are attending universities in the 
Philippines and some are being sent as teem participants to the United States. 

',m:c/uSOM has three projects that are designed to ex:pedite'the develoIl­
ment of the country's mineral potentials; as follows: 

(1) The Strategic Minerals Survey (initiated in FY 1951; scheduled 
for completion in FY 1963) to da~ has made the folloWing progress: 

, 
(a) In the Zambales area it has proved one million tons of good 

grade refractory ore worth $20 million -- sufficient to supPly U.S. 
requirements for lining steel furnaces for two years; , 

(b) It has definitely determined that on the basis of indicated 
,copper ore resources a cop~r'smelter is justified; and 

I(c) It has 
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,( c) It has proved in the Suxigao area 150 million tons of laterite 
,dth an average iron content of 45 :percent an~ nickel of 1.38 :percent. 
For this ore tests by the U.S. Bureau ot'Mines evidence a potential 
recovery ot' 80 :percent of the iron and 90 percent of the nickel which, 
expressed in terms of current prices, has a Yalue of $60 billion. 

(2) 'I'he Non-Metallic Minerals Survey has completed an inventory of 
limestone and silicon shales, thus assisting the cement industry. The 
ceramic, glass and fertilizer industries will likewise benefit from this 
project by reason of the current investigations ot' ceramic'clays and feld­
spars, sulphur, dolOmites, and phosphates. 

(3) The Bureau of Mines Administration Improvement Project seeks to 
complete a systematic geological mapping program of the entire Philiwines 
Which 'Will serve not only the mining industry but also agriculture and all 
forms of , engineering and industrial planning. 

, Review 

The pur]Ose of this project is to help develop a cadre of Filipino 
geolOgists with technical knowledge and experience needed to assu:me respon­
sibilities which in the pest, and even now, are borne to a considerable 
extent by U.S. personnel -- lCA. ad.visers • 

. Training has been provided both in the field and in colleges in the 
,U.S. (participants) and in the Philippines. As part ot' the training job, 

lCA personnel, are working with Philippine geolOgists to develop an "inventory 
"of the country's mineral assets". 

Two especially large deposits have been located Witn lCA, help. One 
is a chromite are deposit (.zambales area), while the other i,s a laterite 
ore in Suxigao, of '''enormous potential" enough to last as mu.ch as 200 years. 
'These do not appear to have received great :p\1.blicity, partly because of the 
, qQiet NEe opposition to explOitation of such resources by private foreign 
capital. 

Our minerals adviser would prefer to see more done to raise the,level 
of' geological training in the Philippines, and less em;phasis on participant 
training. As noted above, in 'connection with education, the Stua;r Team 

,shares this viewpoint ot' building into the country structure' the wherewithal , . 
to carry' on 'Without hellY • 

,Recommendations 

'The Study'Team recommends that the USOM include a minerals adviser 
on its staff, without reqQiring hi\> salary to be charged to a project 
'Qasis, because of' t~e,u.s. inter~sr in the success ot' his work. " 

j ,/The Team. 

. ( ! 
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The Teem recOJIlll!finds accepting the old NEG reqp.est for U,S. AID for the 
assignment of ' a geologist to the University of the Philippines, to help 
raise the level of education in this imI>o~ant and com~lex field, to be 
]based out as soon as competent Philippine geologists can take over. 

The Teem reconimends the completion of t.he Strategic Minerals survey, 

FORESTRY PROGRAM AT TEE UNIVEBSITY OF TEE PHILIPPINES 

Background and Description 

The IGC Report summarizes this: 

In t.he field of forestry, USOM/NEG has been engaged in a joint project 
entitled Forestry Management Improvement. which affords assistance to the 
Bureau of Forestry in over-all planning, in the application of improved 
methods in Silva culture, reforestation and bet.ter ut.ilization of forest 
product.s. 

Forest. educat.ion and inventory are the areas emphasized. Newly com­
piled forest statistics indicate a loss of 2,200,000 hectares of commerCial 
forest lands in the past 25 years and proportionately greater loss in commer­
'cial timber volume. Lack of law entorcement due to ignorance, indifference 
or connivance has resulted in the depletion of forest reserves. In reforesta­
tion encouraging gains have resulted 'through better administration and 
increased public'cooperation; 'nevertheless, depletion still exceeds the 
rate of growth. The most recent estimate of the ,forestry reserves, is 305 
'billion board feet. Although this :project was scheduled for termination 
in FY 1961, plans have been made to replace it With a forest resource 
inventory lJroject 'which is designed to serve long-range management. planning. 

,With the expiration of the Cornell University contract last June, a 
new contract pertaining solely to forestry has been arranged for the College 
of Forestry of the University of the Philippines With ,syracuse UniverSity, 
the seat of New York St'ate t s College of Forestry. USOM/NEC and all concerned 
in the future of forestry activities in the Philippines agree that this 
contract is necessary to insure that the objectives outlined in the project 
for forest management improvement can be attained. 

Review and Recommendations 

The College ,~f ;Forestry: program calls :for continued U.S. support of 
training,of faculty, and upgrading of the college of Forestry. The need 
for more trained personnel in this field is implicit in the teem recommenda­
tion to sUllllOrt Forests For Filipine Future', ,Consideting 'the fact that 
exports of lumber and lumber products earn more than $100 million, for the 
Philippines, the importance of the action is evident. 

/The Study'" Teem 
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The study Team expresses the hope that the Fhilippine Government Will 
Sh~i a much stronger interest in this whole area, possibly financing an 
expanded conservation program by a higher 'tax on production (nw very low). 
If there is evidence that the government Will improve its forestry service 
and conservation program, then AID support for acceleration of the improve­
ment of the College of Forestry might be a very significant kind of develop­
ment assistance -- otherwise, more money to this purpose Will be very slow 
in showing any benefit. The Program should be supported at all levels of 
government to be effective. As noted elsewhere in our report, further 
decentralization in such a way as to give the local units of government 
a continuing interest in the proper management of forest resources appears 
indicated by the present situation. In this case, as in others, certain 
"structural refOrms" are absolutely essential preconditions to the success 
of the AID program. 

PUBLId AIW:NISTRATION 

Background and Description 

The IOO report sUlllIllarizes as follows: 

The Bell Report also was the inspiration of joint NEC/USOM efforts to 
attempt through training to cultivate the growth of efficiency and honesty 
in government and lCA.' s participation in the area of Public Adl!dnistration 
has been substantial -- $7.4 million through FY 1961. The first _jor , 
joint activity in this important field was the establishment at the University 

. of the Fhilippines of the Institute of Public Adl!dnistration" which has 
fostered the introduction of numerous reforms. More than 300 carefully 

, selected train,ees have now returned from training tours in the ,United States 
and are rising to positions of responsibility. 

Representative joint projects include the following: 

(a) The Police Improvement Project (ini1iated in FY 1957; scheduled 
for completion in FY 1966) seeks to develop the National Bureau of Investiga­
tion (NEI) as the central service and coordinating law-enforcement agency 
of the Philippines. Both eq)lipment and technical aid are involved in this 
project which also seeks to provide training ,in police functions and ;police 
adl!dnistration. 

(b) The Census Project (initiated in FX 1959; scheduled fOr completion 
in FX 1963) f'urIlishes technical assistance' and eq)lipment to the Bureau of 
the Census and Statistics in connection with the 1960 Census of population, 
housing'and agriculture. 

(c) The National Auditin I rovement Project (initiated in FY 1960; 
sched:uled for eompletion in FY 19 provides indoatrination fOr key govern-
ment offiaials throughout the National Government in the importanae of 

, " / ' 
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comprehensive audits 'and training for auditing personnel streSSing improve­
ment in fisc;al. method.s and. syst19!l1!1. 

(d) The Revenue Administration Improvement'Project (initiated in 
, FY 1952; sched.uled for completion in FY 1960) made available advisory 
, assistance to the Bureau of Customs and Bureau of 'Internal Revenue in 
studies of tarif:l: and tax laws and policies with a view to the moderniza­
tion of Philippine practices. 

,Review: 

The present project device does not seem an ade~te answer to admini­
stration problems in the Philippines. ''Knowledge'' is largely aVailable, 

.-and the problem is orten "an inability to act even when the knOW-hOW is 
there ll

• One structural reform that will open new opportunities for progress 
will be active support 0:1: decentralization, giving local government o:l::l:icials, 
'roOre authority and responsibility. 

There is need here, as in education, to pursue excellence and integrity. 
There is need to build into the Philippine society those institutions 
that will carry on, the essential work, in every age, 0:1: ,modernizing, 
improving, .and scrutinizing public 'administration. ,Perhaps we can light 
a torch,-but success re~res that the host 'country be prepared to carry 
it ever arter. 

Recommendations 

'Police Improvement: 

There has been some bi tter rivalry between the lCA. supported NBI, 
and the JUSMAG supported Philippine Constabulary. There should certa1nJ.y, 
be a coordinated U.S. approach'to support activities,in the field of 
public safety. Integrity and respect for the law must be shared by the 
leadership. No doubt, with decentralization, some good can be done in 
working with locaJ. police officers. But otherwise this appears to be 

, a fringe problem. 

Census! 

The activity is scheduled to terminate in FY 1963, and to be phased 
out considerably before then. It is a small, but use:rul project, in terms 

,C?:I: planning, and,wortby' 0:1: technical cooperation and support from the U.S. 

National Auditing: 

In face of the common references, everyvh~re, to the vast graft and 
corruption 'now practiced, and the great problems of honest and efficient 

'use of government funds -- this project s~ems to start at the wrong end of 
'the 'problem. No doubt it is, educational, but unless there are structural: 
reforms, of decontrol and decentralization, and further evidence', of 'high 

.(level 
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level concern about integrity, it seems that this might prove to be mostly 
idle eXhortation. When the climate is favorable to clean accounting, if 
they, then need. our hel:p, we ehouJ.d be w-l1Ung to proVide :l.t. Encouragement 
to the professionalizat~on of accounting and auditing, through illl.Proved 
education and the development of professional societies, might be more 
fruitful. 

Public Administration Improvement: 

This has been characterized by one of the team as "not a project, 
but a rag bag. The E-l describes the many facets of this 'project' in 
great and infinite detail. Actually it is a form of 'project cow' 'With 
several teats (sub-activities) which prOvide milk (salary) for U.S. 
techilicians." The Study Team recommends ,that there be on the USOM staff 
one specialist in government and public administration -- and repeats 
i;ts view that other, technicians with special roles to :play should be 
assigned and attached to the host agency within which they are to play 
the role.' It also repeats its view that 'special technicians from overseas, 
to the extent they are necessary, mi~t also be hired on temporary con­
sultant contracts, and leave when they have finished what they came to do. 

The most illl.Portant thing to do is to upgrade the Ph5.lippine view 
of government as a public service. As long as public office is thought of 
as an opportunity to provide for one's future security, and do favors for 
one's friends, there is little that the U.S. can teach Filipinos about 
public administrat:;.on. Meanwhile a smail staff may serve as a nucleus for 
genuine e~ion when a higher view has greater official acceptance 
and support. 

0TBER PR.OJECTS 

Industrial Development Center 

, Given USOM's intention to phase out this activity, the future seems 
predetermined, subject to what the Philippine Government does about it.' 

The three technicians carried under this project are not exclusively 
occupied by it -- the greater portion of their time being devoted to other 
industry activities, such as handling the rum;p "atomic ep.ergy project", 
acting as liaison for the DLF, and preparing general economic and industrial 
surveys, particularly in connection with Mindanao. 

The Study Team recolllIllends that the phasing out continue, and if 
suitable arrangements can be made, that i'l; be accelerated. For a more 
extended review, see Appendix 3 :So 

Regional Labor Education Center 

It is antiCipated that $50,000 per year will be made 'available to 
the RegioriaJ. Labor 'Center through fiscal year 1964. I:b is' the purpose 

/01' this 
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of this center to s~resd the democratic a~proach to labor problems through 
regional :pa.rtici:pa.tion in conferences, seminars', etc. U.S. funds are used 
to pay for scholsrship@ for 3rd country participants attending,the center 

'and to aefray expenses in connection with visiting .lecturers. , 

,This apll6ars to be a wortby project, and it awears that the PhiliJ!I}ines 
will take over f'u.ll support by FY 1965. 

~e Study'Team reco~ds that the USOM continue as planned. 

Labor ProductivitY 

The project is reelly to stimulate further interest in)industrial 
productivit.y -- particularly in connection.with IDa sponsored projects 
and to try to llli'i;igate labor fears of productivity and technologic;ll 
unemployment. This is less of'a project than a continuing activit.y dressed 
in project clothes. It ought to be perfomed by Filipinos, for Filipinos. 
The study Team.recommends its abolition. 

Manpower. Develo])lllent . 

This project'provides a justification for'an lCA wet-nurse to the 
Dellartment of Labor. It has gone on since 1955, and. is not scheduled to 
terminate until 1965. While the field of labor is illlIJortant, this may be 
the kind of recognition that ignores such basic problems as the low level 
of observance of 'llresent labor law, by smaller firms, under 20 workers. 

Insofar' as it deals with "manpower surveys", the Study Team. is of 
the opinion that there is no great need for these to be made by ~CA. 
The Team recommends dropping the project but encouraging Filipino business 
organizations to conduct such·studies. 

,Agriculture 

.. The study Team found ample concern amOng Filipinos for the need to 
increase . agricultural producti vi t.y " income, and II ving standards (these 

,-are each: separate issues). lCA. work in the field of agriculture, however. 
packaged, is designed as a long term educational effort to dispose Filipino 
leadershill, some day, to do what ,is obviously right and necessary. :Meamrhile, 
it is to give them the technical knmrledge and experience to prepare them 
to make proper chOices. 

But when.the. situation inclu~s inadequate transportation from farm 
to· market, shake-davllls of trucks en' rauie to market, poll tical maladministra­
tion',ot: past agricultural projects from farm credit to irrigation, it 

Iseems' that 
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seems that basic structural reform ought to be the first concern, not just 
more "tL¢<:ul.tural exeens;i.on", or more irrigation wells that will cease to 
'Work shortly and 'be neglected.. 

In addition to the basic structural reforms called for in the report, 
the study team recommends that there be negotiations at a high level to 
assure that the good intentions of U.S. aid 'Will in fact be realized. 
,~rhaps the Joint Development Commission can serve to be a vehicle to make 
better use of what aid is given, and help channel Philippine efforts 
more constructively. 

The Stu.dy Team is convinced that first things JlDlst come first. 
Good roads are essential, all the way into the·barrios, so that farmers 
have an incentive to increase output. Rural electrification will :pennit 
rural radiOS, 'Which 'Will llDlltiply effectiveness of agricultural extension 
'a thousandfold, aSSuming sensible programming. Decontrol and decentraliza­
tion will aSSist, as does the collllllllIiity development program. As these 
create a more favorable climate, then acceleration of rural production 

'will come -- and probably with Filipinos doing the work. 

The Study Team recommends that further work in this whole area con­
centrate on building into Philippine society and practices the institutions 
that 'Will carry forward the agricultural evolution that is bound to be 
a :part of a developing society. This is equally true for forestry work, 
agricultural credit, agricultural extension, and irrigation. 

Cleaning up the mess that has develo:ped around the U.S.-aided rural 
credit program (ACCFA) ought to be the first joint project -- and in the 
process, some Object lessons in financial integrity and accountability 

,may be taught, and learned, far better than by further outlays without 
assurance of successful follow-through • 

Rural credit needs to be seen as a revolving furid, not as politica:l. 
largess for friends of the incunibents. Sound management and accountability 

,ought to be re,quired -- and some indictments returned where fraud or other 
crime was committed. Who 'Will take lectures on integrity seriously so 
long as blatant graft and corruption go unpunished? 

I=igation ought not to be a gift -- it ought to be purchased, out 
of' a system that,assures that the prospective user has sufficient financial 
Btak~ ; to pledge and make regular repayInent, as well as plans for operation 
and maintenance. Making a political gift out of irrigation is truly 
"free'" enterprise at its worst. " 
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Industrial Development Center (IDC) 

The Industrial Development Center (IDC) is a Philippine Govern-

ment agency administratively attached to the National Economic Council 

(NEC) and jointly sponsored by the NEC and ICA. The IDC has been in 

operation for the past five years since FY 1955. There are four 

major aspects-to the IDC program: 

(1) Financing Investment; 

(2) Industrial Training; 

(3) Industrial Consultation; and 

(4) Industrial Information •. 

These services are provided exclusive~ for the private sector. 

Financial Investment 

The IDC dollar financing program makes available to private industry 

foreign exchange for procurement of machinery ani equipment from abroad. 

Funds from the Export-Import Bank m~ be used for ,importation 'of 

industrial machinery from the United States. Development Loan Fund 

dollars may be used for purchase of machinery off-shore. Both dollar 

funds and loans from IDC's time deposit finAncing are available through 

conunercial banks to purchase industrial sites and to defray cost of 

factory buildings and machinery installation. Under the Industrial 

Guarantee and Loan Fund Program it guarantees up to 80% of the risk 

involved in loans by private conunercial banks and government-owned banks. 

At the re.quest of the Export-Import Bank and Development Loan Fund, 

lIfe dE I. h. 
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loan applications are analyzed for technical and economic feasibili~y. 

IDC also evaluates and makes recommendations on applications 

under the peso time deposit fund and medium and long-term peso loans , 

and under the Industrial Guarantee and Loan Fund. 

In 1960, 33 new establishments nere granted over $3.5 million 

under the Export-Import Bank and Development Loan Fund financing. 

Peso loans amounting to more than PIO.9 million extended to 12 industrial 

firms • 

Industrial Training 

The purpose of the industrial training program is to provide 

competent managerial and technical personnel and training assistance 

to the private sector. These have taken the form of management forums, 

supervisory institutes, study tours for productivity teams and individual 

participants for specialization in particular industrial fields • 

Industrial Consultation 

These services are made available to prospective and active private 

firms .in the form of engineering and technology, labor productivity, 

cost accounting, and marketing consultation. 

Industrial Information 

Toe IDC also provides technical and market research and special 

studies to private industry and government agencies as they relate to 

the industrialization program of the Philippines. 

o,,.p ... __ & 
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U.S.-Contribution to IDC 

From FY 1955 to FY 1960, the U.S. dollar contribution to support-_ 

this project totalled ~1.8 million for participant training, contract 

services, commodities and U.S. technicians. During the same period, 

a total of $19 million equivalent in pesos of U.S.-owned local 

currency- was made available for the Industrial Guarantee and Loan Fund. 
, 

In addition, the IDC operating budget supported ,.!holly from counter-

part funds, totalled more than El4 million ",hich also includes support 

oosts of U.S. technicians and participants. 

This 'project currently is being phased out and USOH plans to 

terminate this project in FY 1965.' Thereafter it is anticipated that 

IDC iU,nctions vlilJ, be turned over to private industry- or turned over 

'to some other government agency. The dollar and local currency costs 

for FY 1961 and FY 1962 are set at: 

Dollar Component 

counterpart Funds 

Findings and Recommendations, 

IT 1961 

$ 291,288 

p 982,987 

- FY 1962 

$ 1.30,000 

p 950,000 (est.) 

1. The IDC Program has placed too much emphasis on activity in 

the Manila area. There is a considerable need for IDC-type services in 

other cities and in the provinces. This problem is recognized by U8011 

and during FY 1962 greater emphasis will be placed on IDC activity 

outside oi Manila. 

OF-. 
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( 
2. There is tI. ~ of information available outside of Nanila 

on sources, of financing (e.g., Ex-Im Bank, DLF) on hotl to go about 

appJ;y-ing for a loan, and on how' to complete a loan application. Hare 

information should be distributed in Hanila and especially outside of 

Manila on the above. Appropriate USOi'l officials should spend more 

time in the field to discuss l-lith interested parties the proper approach 

to developing sound projects, availability of financing, etc • 

3. HallY of the Filipino staff at the IDC are of low caliber. 

A greater effort should be made to upgrade the quali t'J of the IDC staff. 

4. IDC should continue to place emphasis on contract personnel 

(operational types),' rather than direct hire personnel (advisors). 

5. The mechanism for making loans to the private sector under 

the DLF and Ex-1m Bank lines of credit are much too cumbersome, result 

in a long time period to process applications and discourage private 

businessmen from seeking such financing. At present a loan application 

10J0uld have to be approved by the commercial bank, )DC, a review com-

Inii;tee from ICA, the Central Bank and NEC, then the chairman of NEC 

and a final approval by the Central Bank. There appears to be much 

dUplication in this review process. There appears to be no reason 

lilly a loan application cannot be transmitted directly from the commercial 

bank to the Central Bank ,lith rCA <pproval along the line. IDC and, 

NEG do not seem to contribute much in the review process, except delays. 

There is no reason why the NEC, essentially a planning organization, 
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shoUl~ have to app~ove suoh loane under the VLF and E~-Im Bank lines 

of credit, regardless of the size of the loan. Because 1~C is the 

office of foreign aid coordination, it might well review the overall 

line of cr,edit, and reserve review of the very largest loans only. 

An attempt should be made to simplifY the mechanism under which 

sub-loans are made under the DLF and Ex-Im Bank lines of credit. 

6. It would appear that the U.S. coni:J:'ibution tc IDC could be 

terminated by the end of FY 1962 or at the latest in ~y 1963. Some 

of the functions of IDC (e.g., management training, consultation) 

can be self-supporting and should be turned over to such private 
, , 

groups as the Jaycees and the Philippine Chamber of Industries. 

Other activities should be turned over to the new development bank, 

or other appropriate banks or government agencies. 

• 
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Appendix 3-C 

FOOD FOR PEACE IN THE PHILIPPINES 

A. Past Food Programs under P.L. 480 

1. Title I Sales Programs 

To d.a.te, there have been t>ro smaJ.l sales programs under 

Title I, P.L. 480. The details of commodity sales and local cur-

rency uses are shown in the Table w.hich follows. 

THE PHILIPPINES - TITLE I, P. L. 480 
SALES PROGRAMS 

(In Millions of Dollars) 

A. Connnodities 

Rice 

Cotton 

Dairy Products 

Inedible Tallow 

Meat 

Ocean Transportation 

Total 

B. Local Currency Uses 

U. S. Uses 

Section 104(c) 

Section 104(g) 

Total 

~ Reflects shortfall in deliveries. 

2. Title II Programs 

No:r;te to date. 

1..1 

·5 

·5 

·7 

10.2 

3·0 

2.1 

·5 

4.1 

2.1 
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3. Title III (Voluntary Agency) Programs 

The Voluntary Agency Program is eontinuing at an annual 

rate of' about $7.5 million. Dried milk is the chief' connnodity 

involved. .About three per cent of' the population of' the Philip-

pines is covered by the program. 

Some of' the voluntary agencies have expressed a desire to 

add edible oil to the program. The Philippine Government has taken 

the view. that this kind of' connnodity lends itself' to re-sale in 

commercial channels and, theref'ore, having doubts about its 

ability to police the situation, has rejected the proposal despite 

a willingness of' ICA to approve it. Moreover, the Philippines 
. 

produce and export substantial quru:':tities of' edible oils. 

4. Title- IV 

No programs to date. 

B. Prospects f'or'Food for Peace Programs in the Philippines 

1. Title I Programs 

After more than two years of discussions, negotiations are 

underway relating to a new Title I sales program with a value of 

$20.75 million. For reasons nOt relevant to this paper, the 

foregoing amount represents a reduction f'rom a program of about 

$50 million originaIly requested by the Philippine Government. In-

volved in the current program is cotton on the sales side -while 

local curr~ncy uses include tentatively $10.0 million for U. S. 

uses, $2.0 (grant) for Community Development, .$3.0 for loans or 

grants under'Section 104(e) or (g), and $5.75 for military con-

6!i w H1i ONLY • 
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struction (104(c)). 

u. S. Uses and mi~~tary conatruct~on amounts are functions 

of U., S. desires; indeed, at this point, all local currency uses 

represent U. S. allocations which have not yet been discussed with 

the ~lippine Government. 

Some feeling exists that the Philippines can afford to buy 

cotton with their own dollars and that, in effect, the program will, 

in wole or part, displace normal dollar sales. On the other hand, 

the local currency for U. S. uses, if approved by the Philippine 

Government, would be a dollar saving to the U. S. wile the military 

construction portion would also cover expenditure which, in the 

opinion of some, is indispensable and which, if not financed in 

this mann.er, would have to be financed by MSP or other dollar ap-

propriations. (Indeed, as noted elsewere, the study team recom-

-mends that the military construction program, if it is to continue, 

should be financed from the DOD budget.) 

The development and implementation of future Title I Sales 

Programs in the Philippines Will depend upon reconciliation of 

some basic conflicts. On th~ sales Side, wile the United States 

has a great interest in moying surplus commodities, it must, in . , 

doing so, -take cognizance of the requirement that such sales should 
, -

not displace normal marketings of either U. S. or ,foreign producers. 

Thus, for exS3llPle, the .Philippines is interested in taking cotton 

from the United States under Title I arrangement~ but a belief 

'exists in some Washington offices 'that the Filipinos should buy 
• 

_cotton with their own foreign exchange resources. ,Some Filipinos 

• 6I !Fir" 
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agree, as noted below. Likewise, the Philippines could utilize 

some additioneJ. 'Wheat but it is claimed the flour m1llers of the 

U. S. a.J:'e opposed to such sales. Additional'dairy products could 

, be used, but surpluses of these items are sporadic and U. S. 

willingness to provide them is unpredictable. The Philippines 

has recently re~uested Title I rice because of the shortage created 

by floods in,Central Luzon last season. 

, On the local currency side, the United States, in its 

previous programs in the Philippines, has sought to maximize utili-

,zation of local currency sales proceeds directly for U. S. purposes, 

e.g., for marketing programs, Embassy re~uirements, etc., and in-

directJ,y, e.g., for the Military Construction Program. While this 

is quite understandable from the U. S. point of view, this emphasiS 

coupled with restrictions on the commodities which the U. S. will 

sell in the Philippines, make the program of considerably less 

interest to the latter. That is to say, the Ph:i-lippines can very 

well believe that the United States wishes to have it both ways. 

Some textile mill operators are cO}IVinced that such is the 

case. They insisted that if the United States deposited dollars 

for its operating pesos, they could, buy cheaper cotton. The Central 

Bank Would have some dollars left over and the Filipino tao could 

buy a cheaper shirt. 

The Study Team recommends em;phatically that these conflicting 

interests be reconciled at t~e earliest possible date. The Team 

fUrther recommends that such s~lus rice as can be made available 

to the Philippines be prom;ptly provided under Title I sale. The 

6 __ 18£i tJ! • 
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need is non-recurring; the Philipp~nes is normally self-sufficient 

in rice production and has already purchased substantial amounts 

of rice in the commercial market this year. Although its foreign 

exchange position has improved, its debt servicing capacity should 

not be compromised just as it is about to make Significant invest-

ments in power and transportation. 

2. Title II Programs 

If major public works or social reform programs directed 

toward improvement of rural conditions are launched in the Philippines, 

some lJOssibility exists for Title II activity. Payment in kind to 

workers on public projects might be involved or, alternatively, 

sales of commodities with grants of local currency to pay wages. 

The rationale :for the program would be the induced increase in 

demand for textiles, food, etc., on the part of workers now unemployed 
• 

and, therefore, 'consuming at marginal levels. , . 

3. Title III Programs 

A consensus exists that the existing program is about as 

large as can be justified • 

4. Title IV Programs 

In the absence of a major push in the development front, 

Title IV credit sales would not appear to be warranted in the 

Philippines. 

i dLY 
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Append:Uc 3-D 

THE: MILITARY CONSTRUCTION PROGRAM 

The Military Construction Program was begun in 1955 follow-

ing a SEATO Meeting in September 1954, and. as a result of an 

apparent und.ertaking by Secretary Dulles to assist the Philippine 

Government in becoming an effective member of SEATO. 

OBJECTIVES 

" The objectives of the Program are sub-sumed. und.er those 

stated. for the MiUtary Assistance Program (MAP). These objectives 

" are 

, " 

" 

) 

u: .. d.eveloping ~ Philippines defense structure Within 

a stable effective government which is capable of main-

taining law and. order and. internal security and. which 

can contribute to the defense of the Philippines and. to 

the collective defense of the Western Pacific •• :" 

'Specific objectives suggest that the Program is 
• 

" .•• to assist and encourage the Philippine .Government 

to develop and maintain bases and faciliti~s which would. 

be available to United States Forces if required, to 

include airbases, AC & W installations, training area 

facilities, depot and. maintenance facilities; to assist 

and encourage the Philippine Government to maintain a 

regular military establishment which will contribute 

to the defense of the Philippines and be adequate to 

pel"form the folloWing tasks: a) With United States 
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Forces, air defense; b) local security for Philippines 

or"United states installations; 0) one BeT for SEATO; 
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d) harbour and coastal. defense, e) inter-island mobility ••• " 

PROGRAM CONTENT 

The Military Construction Program began in a relatively 

small wa:y with limited targets. Specifically, program funds in 

support of facilities for three reserVe divisions, later increased 

to four, and for completion of the Basa Airbase near Clarke Field 

were 'inv9lved. In 1958, as a result of a policy decision, air 

defense was brought into the picture and given some priority. 

By the present 'time, the program has burgeoned in concept and 

operation and now includes forty-seven identifiable projects or 

areas of activity divided 8JIlOng "Multi-purpose, II Army, Navy, Air 

Force, Philippines Constabulary and miscellaneous. ' 

It will suffice for this paper to suggest that three main 

'categories of activity are included: A) ~aining and Reserve 

Facilities, B) Air Defense, including bases and'AC & W units, 

and C) Armed Forces Philippines (AFP) operating facilities. 

Of these categories, A) and B) would appear to be of prime 

interest to the United States pursuant to its own concepts of 

Pacific Area Defense and C) to the Philippine Government. 

Pro~rammjng appears to have moved from the specifics of 

1955 through an omnibus, all-inclusive approach to a current 

situation in which available funds are ostensibly allotted to 

.... AbU iilT 

.. ' 

" , ' 
.; 



] 

, 
! 
,! 
i' , 
I 
I , 

1 
.J 

i 
I , 
I 
i 
.\ , 
i 

.' 

• 

• 

App. 3-D-3 

''Friori ty" proj ects. 

On the financial side, current estimates of program cost 

from inception through U. S. FY 1967 total about $116 million, 

a figure Vlhich includes a recently calculated "Cost increase" 

of about $32 million. 

PROGRAM FINANCING 
. . 

The Military Construction Program has been financed, thus 

far, by local currency generated by grants of Mutual Security 

Funds (Defense Support) in the amount of about $55 million and 

by proceeds of Title I, P.L. 480 sales of surplus agricultural 

commodities e~ked under Section 104(c) in the amount of 

about $3 million. (Through U. S. FY 1961) According to plans 

developed by JUSMAAG and USOM covering the period ending in FY 

1963, Defense Supp~rt as a source of local currency Will drop 

and be replaced by P.L. 480 financing. The financial picture 

is illustrated by the table which follows: 

MILITARY CONSTRUCTION PROGRAM!; THE PHILIPPINES 
U.S. FY 19557 3 

(In Millions of Dollar Equivalents) 

FY 

1955 
1956 
1957 
1958 
1959 
1960 
1961 
1962 
196'3 

Defense Support 
8.5 

P.L. 480 

,2:i Illustrative 

6.4 
6.9 
7·2 
9.6 

10.0 
.7·0 
5. 0 2:i, 
3·0 -;; 

E! Obsolete, no money. 

2.1 
1.0 
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The picture shown by the ~oregoing table is based upon 

dollar obligations rather than upon ~irm commitments ~or the 

program o~ local currency available'~or commitment. 

,PROGRAM IMPLEMENTATION 

Implementation o~ the Program has been haphazard and 

spotty because o~ a) changing priorities, b) overly-ambitious 

programming Which, in earlier years, obviated clear-cut 

priorities, c) mechanic~ and other lags by the Philippine 

Government, and d) procedural problems. 

Although $55 million had been programmed ~or the Military 

Construction Activity by the end o~ FY 1961, only about $39 

million had been ~irmly committed under ICA Foreign Currency 

Procurement Authorizations by 31 January 1961, the latest 

date ~or which data were available, and only about $28 million 

had actually been withdrawn ~rom the U. S. Disbursing Officer's 

account by the same date • 

Lags in implementation of programs have led to numerous 

instances of switching funds to other "Higher priority" projects 

or, at any rate, to projects Which gave some promise of faster 

'work. For example, AC & W Sites, 4, 5, and 6 previously 

":Programmed" as high priority items may now be suspended and 

the programmed funds directed toward an airfield. 

EVAWATION OF TlIEl PROGRAM 

The military construction program, not to sBiY" the entire 

MAP. 'is open to criticism'on its premises, If the threat o~' 

GlliWiiENWTQit 
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"Communism or other kind of subversion in a country such as the 

Philippines which has no common border with the Oommunist ~loc is 

from internal, subversive activities rather than from external 

aggression, ~ expenditure on military or 'police forces 

beyond that needed to maintain internal law and order is 

questionable as a drain on resources needed for economic "and 

social development. 

From the vie~oint of global strategy as seen by the U. S. 

Military, there are undoubtedly military requirements in the 

Philippines Which tie in with concepts of forward defense, etc. 

However, if these be granted, a question immediately arises 

about the mutuality of U. S. and Philippine interests when, as 

is apparent, the latter attaches a premium to domestic progress 
. 

in the economic and social fields. Indeed, conversations with 

responsible JUSMAAG officers, coupled with an analysis of the 

program, indicate that by far the greater emphasis is upon ." air bases and other aspects of forward defense in Which the 

U. S. has primary interest. In other wordS, the program may 
" " 

have a "Made in America" label. 

"This finding is supported by two arguments. On the Philip-

pine Side, as a U. S. observer has reported, the military 

"construction program is welcome insofar as it contains economic 

development aspects, e.g. for military/civilian airfields, air 

traffic control, buildings suitable for future civilian use, etc. 
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On the U. S. side, a JUSMAAG officer has indicated that, lacking 

local currency generated from U. S. aid, he would urge dollar 

appropriations to carry on those activities necessary for the 

support and defense of U. S. bases in the Philippines. 

Thus, the objectives of the program are questionable both 

in an absolute sense and in terms of their mutuality. 

-The objectives of-the program are of doubtful validity 

in still another sense; and that is their "open-endedness." 

ADything up to and including the twenty-odd divisions with 

appropriate air and sea support which llartic:i.pated in the 

liberation of_the Philippines could be justified under the 

object:i.ves as stated. Of course, no responsible official 

on either side is recommending any such bu:i.ld-up. On 'the 
" 

other hand, responsibl~cials concede that the'present~ 

planned build-up of one active and four reserve diVisions 

with appropr:i.ate supporting forces would fall far short of 

what would be needed for the defense of the Phil:i.ppines in 

the event of aggression from without. 

Despite this, JUSMAAG appears to feel that present programs 

are "Realistic It and based upon highest priority needs. Alter-

natively, the view was expressed that MSF grants were minimum 

payments needed to allow the U., S. to maintain its base rights 

in the Islands. 

deli£ 5£Lh 27 ; T 
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In short, the military construction program and MAP, for 

that matter appears to derive from a bargaining process over 

the slices from a limited pie, for lacking full-scale progress 

toward goals est~blished by military experts, any lesser amount 

lacks objective justification. 

The critique of the Program. can be approached from still 

another angle even if it is assumed that the foregoing criticiSms, 

in view of U. S. infatuation with a kin~ of ''Numbers game, II are 

not to prevail. That is, the planning and implementation of 

the program reveals a high degree 'of fragmentation, changing 

priorities and slippage. Even if the premises of the program 

are acceptable -- and, in the jUdgroe~tm; writer,. they are 

··not -- a thorough review and streamli of the program to --- ' pin':point targets and to set realistic work goals would appear 

to be in order. 

As noted previously, some forty-seven projects have been 

completed, started or "Programmed" In program terms, the 

pipeline is about $27 million -- or more than two years of 

work at current rates -- while in commitment terms, the pipeline 

is about ~16 million. :Both factors, by themselves, indicate that 

a searching look should be taken before additional U. S. funds 

are committed. 

Finally, given the very modest program which is in progress, 

a question',arises about why U. S. public funds should be granted 
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in support of the' activity. (~e problems of "Paying for the 

U. S. base rights" does not seem relevant here for) if this 

is a valid consideration) there are clearly more straight-

forward ways to handle the problem) e.g. through direct appro­

priations to the military for' "Rentals. ") Philippine expenditures 

for defense are somewhat less than the equivalent of *70 

million per year, or less than 1.5% of the'Philippines GNP. 

If, in fact) the costs involved in the military construction 

progrwn are essential for Philippine defense, they are clearly 

within the economic capacity of the econo~ to bear with almost 

unnoticeable burden or diversion of resources. If they are not , ' 

. and, rather) are in the U. S. interest, the U. S. should face 

up to the fact. (Parenthetically, it might be added tl).at the 

NSP grants in support of the program are only about 10% of the 

B/p item, "Errors and Omissions; II hence, the NSP grants have no 

real relevance for B/p problems in the Philippines.) 

RECOMMENDATIONS 

~e MAP and Military Construction Programs are functions 

of habit and precedent. Given the ability to maintain internal 

law and order -- vhich) in the judgment of most observers, the 

Philippines Constabulary has -- expenditures for economic 

development and social and institutional reform have an over-

"Whelming priority claim on scarce resources. Thus: 

1oiII?FWWW' J. 
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1.. In Gouni;;r:l.es J.:l.ke the PhUippines which have no colllttl9n 
• 

borders with the commie bloc and where external aggression is 

unlikely, the ~ and supporting or corollary construction 

programs should be scrapped. 

2. In countries like the Philippines 'Where there are con-
, 

siderations relating to United States concepts of global strategy, 

e.g. bases, AC & W sites, staging areas, etc., there should be 

undertaken a mutual review of these problems through diplomatic 

channels on their merits, and costs relating to U. S. bases and 

supporting facilities should be made a direct charge to the U. S. 

DOD budg'et • 

3. To the extent that U. S. military re~uirements or o~her 

considerations make grants or loans to the Philippines relevant, 

these should be directed exclusively toward economic development 

and social and institutional reform • 

1 7 WgwENTIAL L; , 
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Appendix 4 

Formulation and Implementation of Foreign Aid Policy 

I. Policy Formulation 

Policy is the basis for action to achieve a desired result; 
it is. the terms of reference within which and from which action 
originates. Policy results from a consideration of objectives to be 
attained, on the one band, and from a review of all those factors -­
political, economic, social, psychological, institutional -- which 
will aSSist, impede or modify attainment of the objectives. 

Thus, policy determines whether or not the U. S. shall assist 
the Philippines; it also decides, after consideration of U. S. and 
Philippine interests, how the country will be helped. Within this 
broad framework are myriad other policy decisions regarding the pre­
~umed efficacy of taking this or that action, pursuing this or that 
course of action. Below this are equally myriad operating decisions 
which should be -- but often are not -- field responsibility. 

The crux of the matter is where and how objectively the primary 
and secondary policy decisions are made. The major policy decisi(:ms 
must obviously be made at the "Top", wherever ·that may be. Yet the 
"Top" has no monopoly on either wisdom or factual understandings. 

Policy formulation has got to stem from free interchange of infor­
mation and ideas between all competent levels. 

Thus, aid for the Philippines must depend upon field analyses 
and recommendations which will illustrate areas of mutuality of 
i~terests, if any, and the politico-socio-economic-institutional 
framework in which any policy must operate. It almost must depend 
upon Washington review 01 field findings for inner consistency, 
consistency with history of relationships with the country, impact 
on other countries (what happens vis-a-vis Country B if we decide to 
help Country A), possibility of securing American publiC and Congressional 
support, etc. ' 

All. this is elementary but surprisingly often neglected. An 
invidious and false separation of the "political" and the "economic" 
continues. Field recommendations reflect bias. For example, at 
ol).e time in Greece the "political experts" overruled: all the others and 
said that massive aid to Greece had to continue. lfa.ppily, wiser heads 
prevailed but it took some highly,non-objective stiletto work to get 
decisions changed. 

A decido!). was made to help"Bu:rina followiIlg a visit to the 
President by the af:j:'able Burmese Prime ~ster. This was a 

!"political. 
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"poll tical decision" the consequences of which are debatable. 

From 1951 until at least 1960, the aid program has seemed beguiled 
with the "art of the possible". An enormous amount of ti:me was spent 
try:i.ng to figure what kind and size of aid paCkage would appeal to the 
Congress and the A:merican public, which distracted attention from the 
essential questions as to what our objectives were and what was needed to 
attain them. Vlhat we have had as a result has been characterized as some 
pretty musty Wine decanted ceaselessly into ever-changing~ottles. The 
p'rogram has often seemed to nibble at the edges of problems or indulge 
in largess, so that many Congressmen have become distrustful. The time 
has come for a better approach to the "truth" and it must be enunciated 
Without fear. - (Hopefully, the AID prGgram Will come to grips With the 
basic need for social and economic reform, for rational economic policies 
and With the need, if real progress is to be made, to recognize tliat AID 
is an appropriate "intervention" in the internal affairs of other countries.) 

II. Organization for Operations 

With a more rational and more comprehensive basis for policy formula­
tion must come greater autonomy for field offices. Realistic but objectively 
formulated policy, coupled With thorough-going negotiation prior to opera- -
tion of aid programs, must surely allow the field to make day-to-day decisions 
on resource use, Without referral to Washington. There should be no excuse 
for the many WaShington based "technical services II employees to be second­
guessing operational field recommendations. Washington staff should review 
field actions primarily to insure that they are consistent with policy. 

A. The Role of the Director of a Field Mission 

Officially, the'role of a Mission Director is clear; or, at any rate, 
the guidance given to him is comprehensive, not to se:y redundant and discursive • 
Unfortunately, USOM Directors have not been of such unifOrm quality as to 
permit decentralized field autonomy. At one extreme has been the Director 
whose apPOintment arises from political obligations -- unqualified to do 
more than a routine management job within rather narrowly prescribed guide­
lines. He seems to have spent most of his time limiting the nuniber of 
words in cables. 

At the other extreme is the trained and experienced executive who 
lends central direction but delegates authority and responsibility, who 
constantly searches and probes to relate the work of his Mission and 
Program to the foreign policy objectives of the United States, and who 
is not loath to ''blow the whistle" when it seems to him that changes in 
policy or operations are needed. 

Unhappily but not exceptionally, most Directors have fallen between 
these extremes -- men whose chief interest seems to have been maintaining 
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the boat on an even keel. This is particuJ.ar~y unfortUD.ate because 
Washington :personnel CMnot possesa the wisdom to make ;policy without 
freely 'offered advice from inte1ligent, imaginative :peo~le on the scene. 

B. Director/Staff Relationshi~s 

Director/Staff relationshi~s must inevitably vary according to the 
tem;peraments and :personalities of the individuals involved. Some Directors 
~refer to "run the show". In this case a Deputy Director is not really 
needed. In such case,s, the positions of Program Officer and Deputy couJ.d 
and shouJ.d 'be combined. Other men ~refer a "broad brush" approach, using 
the Deputy as Chief of Staff to handle day-to-day o:perations. 

In any case the Director must, if he is to be successfuJ., delegate 
responsibility and authority. Definition of, and insistence upon accounta­
bility, broa.d:q defined, is a cornerstone of good management. 

Neverthe~ess, the Director, the Deputy or the Program Officer must 
coordinate and direct. And this involves something more than ap:peasing 
the different c~aimants among Mission Officers for the Director's 
attention or for program shares. The Staff shouJ.d always ~ropose and 
the Director shouJ.d dispose. There is no point in hiring a s:pecialist 
and then te1ling him what to do. The s:pecialist shouJ.d have the first 
crack; only if he is wrong for policy or other reasons shouJ.d he be co=ected. 

A Director shouJ.d also insist upon forward thinking. One Director 
requires his senior staff to ~re~are semi-annual statements of what they 
have accomplished in the last six months and what they expect to accomplish 
in the next. Lacking something like thiS, a program becomes ~ost in the 
detai~s which comprise it. 

C. Mission Staffing 

Most foreign aid Missions are too large, both in the number of things 
they are trying to accom~ish and in the number ef :personnel they directly 
retain to do the work. Indeed, one cynic has suggested that the size of 

,most foreign aid programs is a direct fUnction of the number and composi­
tion of the Mission staff 1 for each expert has to have a s:pending program 
to justify his existence. 'This is not to say that significant numbers of 
s:pecialists and advisors may be needed. Rather, most shouJ.d be attached 
to the Rost Country Agency which needs their services on the basis of 
mutual agreement about their role and fUnction. As one official of the 
National EconOmic Council in the Phi~ippines put it,. "We want peo~e to 
~ us how' to do things rather than ·to te1l us how to do things ... · 

In other words, most USOMs need more 
less "drone. ,bees" 'surrounding ,the throne. 

"worker bees" doing.a job and 
Indeed, most Missions couJ.d' 
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operate more effectively had they no more than a Director, Deputy/Program 
O~ficer, CGntroller/Administrative Officer, and such supporting generalists 
in functional fields to assist 'bhc ~ogram Orticer a~ the ~rcBram mignt 
re@ire but no more than one :per field. Expert or f>,pecialist advice, if 
any is needed, should be brought in on a temporary basis. 

The quality of Mission staff needs <to be improved not only technically 
but also from the view:point of attitudes toward the program, toward foreign 
nationals, toward adapting U.S. techniques to country conditions. Indeed, 
any officer who is :f'ull:y convinced that the United States is the repository 
of all wisdom with respect to solving the prOblems of other countries 
might as well comfort himself with like-minded people in the United States. 
In this connection, any officer who says, approvingly, "This is the way 
we do it in the United States," should be returned immediately to his home 
agency or occupation -- which undoubtedly needs his deep loyalty. Exhorta­
tion belongs to the :pulpit and not to the program. 

On the technical Side, "generalists" in functional fields are needed 
to provide guidance to the Program Officer and the Director on the general 
merits of proposals as they relate to program objectives. Resident 
specialists should not be carried on the USOM peyroll for, unless they are 
active in working on a project, in which case they should be assigned to 
the host country agency, they tend to become propagandists for particular 
activities. -

In assigning specialists to host country agenCies, it should be 
made crystal clear (1) that they have no status vis-a-vis the Mission; 
(2) that they have no special "pipeline" to U.S. policy-makers; and, 
(3) that they are assigned to be useful and helpful as technicians, 
for only so long as their services are found useful. In these circum­
stances, present practice of limiting tours to two years could be changed 
to allow for indefinite serVice if need be . 

More use should be made of nationals of the various countries where 
'aid programs exist. Most clerical and secretarial positions could be 
filled by Filipinos in the Philippines although in other countries a 
training program might be needed to develop adequate local staff._ 

Many Missions argue that Americans are needed because of the traffic 
in "Classified" material. The obvious answer to this is to stop the 
invidious practice of over-classification which has become so bad that 
even personnel actions are sent as Classified and therefore encrypted cables. 
Virtually none or the traffic or lCA warrants any classirication; what 
little that does can almost always De handled by "Orficial-Use Only", 
which can be processed by local employees. 

Less obviously argued, but Just as important, is the matter of status 
which re@ires that each American officer have, or have access to, an 
American secretary. This is re@ired only for the Director and for the 

/Program 
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Program Officer; the others simply are not needed. Indeed,:many officers 
laboriously scribble their own memos and have them copied, run their own 
appointment schedules, etc. .American clerical heJ.:p simply costs too much 
when such competent local help is available.· 

In connection with the recruitment and keeping of local employees, 
something nmst be done about salaiy schedules. The Embassies, in their 
inf'ini te wisdom, try to pay wages which eq)lal the nominal wages on the 
local market. However, outside the United states and Canada, fringe 
benefits may run from 25 to 100% of basic salaries. Local USOM employees 
have no fringe benefits, no bonuses, no retirement rights, no tenure. 
Ali these nmst be handled directly or indirectly. 

Finally, to the extent that American clerical help nmst be kept, 
something nmst be done about housing allowances for the lower income 
Qrackets. These people are req)lired to live in sub-standard housing 
or to live in groups. It is no rebuttal to say that this happens in 
the case of single people in D.C., for there they have the opportunity 
to choose their apartment mates. 

D. Mission Operations 

'Foreign Aid Managers have been for years aware of the need to simpli:f';r 
and streamline operations to the greatest extent poSSible, consistent with 
the degree of accountability req)lired for uses of public fUnds. The ''blue­
print process" and, the Country Program Book represented efforts to consolidate 
and concentrate data on a comprehensive basis so as to eliminate, among 
other things, the needs for constant communications between field and 
Washington on program matters. It would be an exaggeration to say that 
these efforts have failed but neither have they been marked by noteworthy 
success. 

Missions are plagued by messages reading, '~o Further Clearance 
Required but •••• ". In their view, this smot~ers ini tiati ve and discourages 
creative programming. It is argued that Washington exists to save the 
Field from its own errors and biases. Where the field staff is incompetent 
this argument has some merit. But the answer is better field staff rather 
than more second-guessing. 

The Country Program Book exercise has become virtually grotesque, 
partly because the prescribed format encourages, even inSists, on repetition 
and redundancy; partly Missions have permitted themselves to become 
enraptured by mechanics. The Philippines Country Program Book of 493 pages 
is a monstrosity, so lengthy as to impede, intelligent appraisal of the 
program. 

As noted above, the program process in many Missions is really 
collective bargaining among the f'wlctionaJ. divisions 'With, the most forceful 
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proponent getting priority in the use of funds on virtuaLly an ad hoc 
basis ~ Program --Officers, who should be operating from carefully developed, 
forward-looking terms or roterenca, are fre~ently by-pasee~ as a p~:per­
shuffling group whose job is to "service" the real operators. Again this 
is the result, not of lack of thought and guidance, but of failure to 
delegate responsibility and authority to competent and experienced staff. 
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Appendix 5. 

,JCER and CooperatiVe Philippine-American Aid Administration 

Many liinericans and Filipinos suggested that, the study Team examine 
the possibility and desirability of cooperative or joint administration 
of a significant part of our assistance program in the Philippines by 

'methods similar to the Joint Commission on Rural Reconstruction (JCER) 
on Taiwan. 

These suggestions have been made during the last five years by menibers 
of Congress and other influential friends of China and the Philippines 
in Washington and New York. 

Many: 'Filipinos who have visited Taiwan during the last few years 
have been impressed with JCER. operations and have asked why a similar 
program could not be effective in ~e Philippines. 

Dr. Y. C. James Yen, one of the original Chinese COmmissioners of 
JCRR in Nanking in 1948, helped organize the privately supported Philippine 
Rural Reconstruction move:ment in 1952 and was an adviser in Manila/Washing­
ton to President Magsaysay and Senator Cabill in 1954-55.* The Cabili-Yen 
plan did not prevail in the Philippines j a program of coIllllD.lIli ty development 
similar to the pioneering Indian program ,was adopted and placed under a­
Presidential Assistant (PACD).** Although. he has had no relationship for 
some ti:me to the government-sponsored and U.S.-assisted programs of either 
China or the Philippines, this international, controversial figure did 
mch to acgp.aint Americans and Filipinos with JCRR and the need for con-, 
cern: and action on behalf of the rural popula.tion of Asia. 

:Because of this general interest in JeER, two members of the Study 
,''!eam'stopped in Taiwan to acgp.aint themselves with the concept, organiza­
,tion, functions, programs and adaptability of this unique organization. 

One member of the team. who spent several days with JCRR found himself 
,'unexpectedly drawn into a series of discussions involving a visiting Filipino 

Congressman, the Philippine Anibassador, the Vice-Minister for Foreign 

/A:ffairs 

* Abueva, Jose V., Focus on the BarriO, Uni versi ty of the Philippines, 
Manila, 1959; a complete account of the development of the rural develop­
ment program in the Philippines -- the roles of President Magsaysay, 
Dr. Yen 'and many Americans who were involved, Official and otherwise; 
being the author's doctoral dissertation in XUblic Administration at the 
University of Michigan. 

1* See Appendix 3 A for description and evaluation. 
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Affairs (Republic of China). and the Secretary-General. of JCRR. A visit 
to JoM~fl'l/.Jmtll:t\1lQ. lii'QJ@Qts 014t9;1.oo ~:LJilQ;!." hail. been arrang€!<l. ;for h;Lm. 
It was his .suggestion, strongly supported by the Ambassador, that the 
Congressman avail himself of the opportunity to make the same trip and 
be-come better aC<J)lB.inted with Taiwan and the JCRR program. The Congress­
:wa.n was visibly impressed and requested further conversations in Manila. 
Since it was neither possible nor appropriate for this observer to carry 

. on with the Congress:wa.n, he was "turned over" to senior officers of the 
Embassy. 

As a result of our stuay and review of the work of the Commission 
in Taiwan, .along with the evident, gen~ne interest in the concept and 
method of o;peration, the Stuay Team is convinced (1) that joint adJllin:i.­
stration of a significant part of our Philippine assistance program 
would greatly increase our opportunities for effective and creative 
programmingj (2) that Filipinos want a jointli administered program; 
(3) that such a program fits naturally into historic Fil-American relations; 
and, (4-) that the social and political. structure of Filipino society needs 
this kind of fraternal. joint o:peration, as stated in Ap:pendix 2. We not 
only recommend, b"t urge, that such be established and in o;peration not 
later than July .. l, 1962, the beginning of the next fiscal year for both 
governments. 

f 
·W~ are not recommending that the Chinese rural reconstruction program 

be imported to the Philippines. It has its own. We suggest that such 
portions of the AID program as may be Jl!Utually chosen be administered by. 
a joint commission. We have nominated for inclusion rural electrification, 
comnninity' dev'elo:pment, decentralization and training of local govermnent 
offiCials, and ed.ucation. These would seem to be naturals for inclusion •. 

. Perhaps stimulating and assisting busineSS men and publiC officials in 
. other economic develo:pment activities should be added. There If!B.Y. be others. 

The Joint Commission on Rural Reconstruction was authorized by the 
China Aid Act of 194-8·and established by an exchange of notes between 
the two governments on August 5, 1948. 

The foilowing statemen,ts from the Ambassador t s Diplomatic note 
describe the function and authOrity of the Commission; 

(1) There shall be established a Joint Commission on Rural 
Reconstruction in China (hereinafter referred to as the Commission), 

, to be composed of two citizens of the United states of .America 
appointed by the President of the United States of America and three 
citizens of the RepubliC' of China to be appointed by the President 
of China. The Commission' shall elect one of the Chinese members . 
as Chairman. 

/(2,) The functions 
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(2)' ~e fUnctions and authority of the Commission shall, 
. subject to the ~rovisions of the above~mentioned Section of the 
Act, b~ QS fO~QwDI . 

(a) To formulate and carry out through appropriate Chinese 
Government agencies and international or private agencies in 
China a coordinated ~rogram for reconstruction in rural areas of 
China (hereinafter referred to as the Program») 

(b) To conclude arr~ements with the agenc'ies referred 
to in the ~receding ~ragra~h establishing a basis for their 

. coopera'. tion; . 

(c)· To reconnnend to the Governments of the United ,states 
of America and of China, within the limits ;prescribed by the 
Act, the allocation of funds and other assistance to the Program, 
and to reconnnend to the Government of' China the allocation of 
such other funds and assistance as are deemed essential to the 
success of the Program; 

(d) To establish 'standards of perf'ormence for im~lementa­
. tion of the Program, including the qualifications, type and 
number of personnel to be used by cooperating agencies in the 
Program, and to maintain a. constant supervision of all phases 
of the Program, with authority to reconnnend changes in or stoppage· 
of any phase of the Program) 

(e) To a~point such executive officers and administrative 
staff' as the Commission deems necessary to carry out the Program, 
it being understood that the Chief executive officer shall be 
a citizen of China • 
••• 
(4). In respect of any decision of the Commission,·the approval 

of the Government of China shall be obtained prior to its execution 
if the COmmission or its ChS.irman, with the concurrence of the Chinese 
members, deems it necessary • 

• • • 
(9) The Government of the United States of America reserves the 

right at any time to terminate or suspend its aSSistance, or any ~rt 
thereof, ~rovided under this exchange of notes. Assistance furnished 
by the Government of the United States of America under Section 407 
of the Act and pursuant to this exchange of·notes shall not be construe~ 
as an e~ress or implied assumption by the Government of the United 
States of America of any responsibility for making any further contri­
butions to carry out the purposes of Section 407 of the Act or o:f'~his 
exchange of notes. 

The Joint Commission has truly been joint in spirit and operation. 
Program decisions are made only with unanimous approval. Chairmen 
Chiang Monlin told this observer that, although some problems had been , 

/criticaJ. 



--

'/ , .-I 
I , 

I 
I , 
I, 

I' , 
I' 

~ 

I: 
I ... 

\, 

I 

I 

.AJlJ}.5-4 

~riti~al, not on~e in thirteen years of operation has the Commission 
divided on Chinese-American lines. 

Although policy direction comes through the Prime Minister of China 
and the Director of :LCA., its executive pmTer flows directly from the 
Presidents of the two governments. This provides sufficient authority 
to enter into grant contracts with any government unit or private organiza­
tion. This feature of JCRR. is what makes it so attractive t.o many Filipinos. 

In fact, spokesmen for both political parties mentioned this specifically 
and assured us that'they were speaking for their presidential candidates. 
This provides an interesting commentary on the Filipino political paradox --

, centralized administration but localized political power. The result of 
this, curiously enough, is to put too IJIUch executive power in the hands 
of Congressmen. * 

"Pork ba=el funds" (public works -- 30% of the budget) are distributed 
by Congressmen, not by an executive department. Hence these expenditures 
enhance the political power of Congressmen, not of the President. The 
President can withhold the funds while he bargains with the Congressman. 
But 'after the bargain is closed it is the Congressman who is on the scene, 
di spensing lE:!!. larges se. 

Conseqaently, Chief Executives and aspiring chief executives are 
interested in ways of stiJmlla.ting.and SUJlJ}Orting local economic development 
projects without being blocked by, or beCOming beholden to, particular 
Congressmen. Thus, in a.left-banded way,.? joint Ji'il-American Commission 
Ydll accelerate decentralization. 

JeER can make grants of any size; some are as small as NT$2,OOO (US$50).. 
Regardless of size or reCipient -- whether governmental unit, department 
or agency or private association or group -- grants are made only after a 
pre-project investigation by the JCRR technical staff, and only in areas of 
emphasis determined by the COmmission. Grants are secured by legal contracts 
under which there is continuing technical review and audit, and final audit 
by ICA.. If the grant is made in cash rather than ~ommodity, a separate 
bank account IJIUst be established by the"recipient. Funding is done on an 
approved work schedule J only as needed. Conseq).lently, there is almost 
no possibility, for misuse or embez:zJ.ement. JCRR has not lost NT:j;O.Ol 

JC,RR doeS not do the project. The work is done by a "cooperating 
'agency"-. J'C'BR·s :f\illctions are to plan'thoroughly; to stimulate action; 
to energize leaders of agencies or groups; to provide funds for projects; 
to review work in progress and to audit expenditureJ3. In Philippine SOCiety, 

,these are the natural functions of a. "gO-between") as described in previous 
appendices.These are the roles which American, and even. more so -- a Fil­

,).merican - f'raternal (joint) group could play most effectively in Philippine 
SOCiety. 

/JCBR is 

* Senators are elected at-large. 
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'. JCER is cOlIlllOsed of the five Commissioners, a. Secretariat of four 
Offices and ten Technical Divisions. Insofar as possible Chinese personnel 
are employed. Six technioal divisions are now staffed entirely by Chinese. 
Three Office Chiefs are Chinese. 

Being an autonomous and independent ag~ncy, it has been able to estab­
·llsh its own salary scale and recruitment procedures. All nepotism has 
been eliminated. Political pressure for appointments has been reooced by 
simply filling all vacant positions by open, cOJllIletetive examinations. 

The Commission trains a¥d promotes personnel who show promise and 
ability; almost everyone begins as a typist or translater. Effectually, 
all hiring is done by the Office of Administration and approved by the 
Commission. No relative of an employee may be hired. These facts are 
explained to a:ayone atteIIg?ting to influence an appointment. Any Chinese 
officer can say, 'sotto voce, "You know, the American Commissioners would 
hit the roof if I sent up this application." If they inSist, they are 
invited to write a. letter. Regardless of the person to whom such letters 
are sent, they are answered lfl. th a form letter from the Chief of the Office 
of A~stration, thanking the sender for his interest, regretting that 
there is no opening, but inviting the applicant to prepare and return the 
enclosed application, assuring the applicent that as soon as there is a 
vacancy on the staff the applicant will be notified to appear for an open, 
group competitive examination. 

Only a few days before' this observer arrived there was a need for 
one, typist. All applicants were invited to appear. At the appointed 
hour ,.' 200 had assembled. Each one was tested in the presence of the 
'others. The best was hired. And that procedure avoided all risk, CJ)lite 
neatly. We recommend these procedures to any Fil-American CommiSSion 
as matters of some importance to its success. 

The JCER salary scale is IIIUch higher than comparable Chinese government 
positions. The Chairman receives considerably more salary than a Cabinet, 
Minister but fewer'per~sites and allowances. A top grade secretary 
with ten years experience is paid about twice the salary of' her opposite 
in a government office. 

These personnel practi.ces and salary schedules assure superior 
personnel and result in almost no turn over. Both Chinese and American 
officers emphasized the' importance of superior personnel to the success 
of the Joint COmmission. Phili:ppin~s Government salary scales are low 
enou~ to suggest that such independence would be essential for a Fil­
American Commission. 

The Chinese Commissioners have been distinguished and,~onored gentlemen • 
. ChairJllB,D. Chiang Monlin was Chancellor of National University of Peking. He 
is a fine schola~·and.a distinguished, selfless person,. revered by Chinese 
people of all ra.nks. For instance,.President and Mrs. Chiang.call at his 
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hOIJle on his birthday. He was in the first group to receive a Ramon Mags~sey 
, Foundation award (established by John and Nel.son Rockefeller in IJlelIlOry of 

the PrGIl:!.dent) tor Il.:I.stinS\11£1hod. rlomoo to thO, :poo:p1es 0:1;' Ar:J1t1. As this 
observe:r sat with the Chai:rman for half an hour, at his invitation, he 
understood the respect and devotion extended to him by: his people,' 

Success of a Fil-American Commission will depend upon the appointlJlent 
of Filipino and A!llerican Commissioners of such stature. The Commission 
would be no place for partisan or sectarian preferlJlent. The Team would 
respectfully suggest (1) that no present member of the legislative or execu­
tive branches of either Government be appointed to the COmmission;* (2) that 
the minority ethnic and religious groups of the Philippines be represented 
by at least one Commissioner; (3) that Philippine appointments be made from 
among those who have not been vociferously partisan (educators, scholars, 
justices} or, if this is not preoticable, then one Commissioner should 
have been identified with the party currently in opposition; and, (4). that 
the nominations of each PreSident be made with the p:rior approval of the 
other. 

:p. summary, the Philippine StudY. Team repeats its urgent recommendation 
that a jOint" fraternal PhilippinEl-A!llerican De~lopment Commission be 
es~blished not later than July 1; 1962. 

,', 

* The pr~sence of Congressmen and Senators on the National Economic 
Council has paralyzed its f'uncti9ns. It was, and, is inevitable, gi van 
the nature of Philippine politics. Legislators would not quietly 

. accept exclusion unless senior civil servants were also excluded. 
Furthermore, since almost e:ny department of government might find 
itself contracting with the COmmission for a grant, its Secretary 

, should not be in the position of :reviewing and evaluating a project 
which he :Ls also af!;rrrIni stering. For this reason also it might be 
unwise for a Secretary to reSign his cabinet appointlJlent to accept 
a Commiss:Lon appointment, although this should probably not be 
prohibited. 
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Appendix 6 

Approach, Methodology and Procedure 

A;P;Pl'OMh: 

The Philippine Study Team was charged with one clear simple instruction-­
to 'get the answer to this question: what should be the relationship between 
United States aid and that country in light of the new program. 

To learn the answer to that question we were admonished to learn what 
the goals of the country really were; what effort it was making to accom­
plish them; what problems it had encountered and what it was doing about 
"\;hese problems; and what, if anything, the United States could do to help. 

This report is really compounded of the answers the Filipinos themselves 
gave us to these five subsidiary questions. We were instructed to be certain 
that we had identified the correct priorities--the genuine Philippine 
priorities. We were told to measure the present program against our find­
ings and to report our recommendations, but look at the present program only 
after we had looked at the :Philippine's. To the best of our ability we 
honored these instructions. 

Methodo1ogy: 

(1) The Team was oriented to the Philippines, insofar as poSSible, 
by background reading and counsel with knowledgeable persons both in vTashing­
ton and overseas. We sought to understand as fully as possible the decisive 
characteristics of Ehilippine society, its history, traditions, social and 
economic institutions and problems. We sought to identify and understand 
particular facets of society which yielded useful insights into behavior. 
Such facets included kinship structure, family organization, the nature 
and alignment to non-familial groups, paternal authority, religicus authority, 
and social mobility. 

There were many conferences ?m0ng the Team itself, in order that 
each might know the other better, know each man's special points of interest 
and strength, and share knowledge and impressions. 

The work of the Team was then based upon many individual and group 
interviews, held by one or more members of the Study Team, with only occa­
sional participation by staff of the USOM or the Embassy •. 

Upon arrival, the Team paid c01jItesy calls upon the Ambassador 
and the Mission Director, and held sessions with USOM top staff, to make 
clear what the stated purpose and func.tions of the Team were. 

As early as. pOSSible, We tried to identify the kinds of ·individuals 
and groups from whom we wanted to receive information and counsel. We began 
immediately thereafter to schedule individual and group interviews. We . 
selected ~tonly the government.of'ficials who would have special interest 
in and knowledge of relationships with the U. S. aid, but also key intellec­
tual~, professi9llal leaders and business leaders, both Filipino and American. 

. ./Remem1JeriDg that 
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Remembering that Manila contains only 8% of the country's popu­
lation, we also scheduled an extensive trip into the country, choosin& Mindanao 
for many reasons. We made stops at Zamboanga, Cotobatu, cagayan de Oro, 
Iligan, and Davao. We also made trips around Luzon and we visited our 
Consulate at Cebu. 

By issuing an invitation to key leaders in most of these communities 
to meet with us and to assemble other persons interested in such meeting, we 
had excellent receptions which gave us many opportunities to speak with a 
wide variety 'Of Philippino society. Intellectuals, professional men, 
public office holders, members of the opposition, bUSinessmen, workers, 
farmers and spokesmen of minority groups, all attended and spoke.' We drove 
out to see a number of barrio projects, and we stopped in private homes. 
We 'discussed problems of agriculture, of farm management, be it rice or 
coconuts, of lumbering and plywood manufacture, with the persons who are 
actually engaged in these divergent but significant activities, frequently 
on the scene of operations. 

A typical interview might be with a cabinet officer, or with a 
mixed group of bUSinessmen, offiCials, educators, etc. To the fullest 
extent possible every member of the team participated in these conferences. 
The procedure used was for the team spokesman to summarize the new A.I.D. 
program and its concepts, quoting from President Kennedy's own speeches 
and messages on the subject. The main points were summarized, along with 
his reference to the 1960' s as being a Decade of Development. We also 
stressed a need for a clearer understanding of national goals, for effective 
planning, for self-help, for local initiative, the mobilization of their 
own resources, and for social reform and social justice. The spokesman 
left copies of these statements (usually the on~ of March 22) with officials 
-who might want to study them in more detail. Af'ier this opener, the spokes­
man woulq. say something like this: 

'~Te were sent out here by our Washington office to see -what 
the President t s new AID program means' for the future of your 
country. We were asked to come here without prejudice, and you 
may be sure that we have tried to do just that. We are not here 
to sell you anything. Indeed, we have no power to commi:t a 
single dollar. We can only report our findings and recommendations 
back to Washington. If arid -when the Washington office reaches new 
conclusions, instructions will be sent to the Ambassador'and the 
USOM, so that negotiations with respect to the future 'AID program 
in this country, as in the past, will be conducted through the 
regular channels. Therefore, we are not here to negotiate but to 
listen. 

I~e would especially like for you to speak about answers to 
these five questions: 

/What are 
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- 'What are your goals for the future in this country? 
- ~lhat are you doing to achieve these goals? 
- ~~t problems have you encountered? 
- 'What are you doing to meet these problems? 
- 'What, if anything, can the U. S. do to help?" 

It was amazing how well this process -worked. Even more amazing 
to the Team was the widespread areas of agreement arising from these inter­
views, among widely divergent groups, with respect to the kinds of answers 
given these questions. The recommendations in this report are largely 
a-report of the agreement among Filipinos themselves. 

With respect to their answers on these questions, some of the 
things they did not rairein these regards surprised us a little. This 
finally caused us to inquire discreetly as to Why questions were not 
raised as to (for example) land reform, or labor-management relationships. 
But there were always good reasons vhy Filipinos felt that these items, which 
m~ be problems elsewhere, were no longer major problems in the Philippines. 
The Filipinos were confident that these problems were in the process of 
being solved, hence were no longer problems but merely unfinished business. 

After the Team had reached the point of tentative agreement on 
major conclusions, we began a new set of conference~ for the purpose of 
checking with key individuals, alone or in mixed groups, preferably at 
dinner or in after-dinner conferences. We would use these opportunities 
to summarize briefly our findings and conclusions, and give a summary of 
the analysis supporting them. We asked that these be reviewed as preliminary 
and tentative, and be subject to scrutiny both for their validity and for 
their rank in a priority scale. These conferences were helpful in sharpen­
ing our findings and in filling gaps in our knowledge or understanding. 

Procedure: 

(1) Prepare as adequately as time permits, assemble and absorb neces­
sary and useful background data, papers, documents or statements from 
intellectuals, officials, professionals and business leaders. 

(2) Solve the logistiCS problem, with respect to who and Where,-space, 
-housing, staff transportation, etc. 

(3) Prepare a preliminary outline of the areas of work which needs to 
be done and assign to each individual on the team the areas of his primary­
responsibility, making best use of_ each man's potential. 

_ (4) Upon arrival, seek out the persons WO Clan be most helpful in 
determining -who is knowledgeable, who should be seen, and how the Team Clan 
move into all segments and Cllass levels of society. This Team was _especially 

/fortunate in 
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fortunate in this regard because it included L. Albert.Wilson, who had 
lived in the Ehilippines and moved widely within it as the country represen­
tat1~a Of the Asia Foundation. We were also aided by Albert Ravenbolt of 
the American University Field Service, as well as by key staff members of 
the USOM and the Embassy whose contacts extended.widely throughout the 
Philippine society. We were especially grateful to these men and to the 
.contacts that they helped to provide. 

(5) Arrange for individual and group interviews so as to get informa­
tion and to take counsel from all competent sources. To the fullest extent 
desirable, the group hearings were essentially public especially ou~side 
Manila. However, the Team sought no publicity with respect to its purpose 
or function. Publicity would have almost certainly failed adequately to 
interpret and would have interfered with the effective fulfillment of our 
responsibilities. 

(6) Although the USOM or the Embassy helped to arrange many of the 
introductions and conferences, the Team frequently felt, especially in 
visits to public offices, that its effectiveness would have been handicapped 
by having members of the Country Team present. We wanted completely frank 
and adequate responses to our inquiries. We did not want the staff of the 
Mission to feel that it needed to defend itself against any comment that 
could be interpreted as a criticism. 'Vie did not want the presence of 
mission officials to inhibit the candor of the country officials. We did 
not want the Mission to feel that it was in any way bound by its silence 
with respect to statements made to us, nor obligated to act upon reglests 
which might incidentally be made during such conferences. The Study Team 
made clear to all public officials that it had no power to negotiate, but 
that negotiations in the future as in the past, would be made in due course 
in the regular manner. Experience confirms our conviction that this choice 
was not only correct, but was essential to the success of the Study Team. 

(7) The group interview or public conference system worked remarkably 
well. The impact of the mixed session helped clarify many pOints along 
the way, and it undoubtedly excited the imagination of all participants. 
The Team got more done in less time than would have been needed with private 
sessions for the same people. We were able to check impressions immediately 

.and secure better evaluation and balance than would have been possible had 
we held only a series of individual conferences. It not only conserved the 
use of time, Which was necessarily limited, but also permitted the Team to 
have a much wider variety of contacts than individual conferences would have 
made possible. 

(8) The Team sought to make clear by attitude as well as comment that 
we were there to listen, that we were open-minded, that we did not bring a 
plan with us, that we had nothing to sell. We did not immediately defend 
American.actions, persons or p~ograms that were criticized. We tried to 
listen rather than lecture. On occasions Where the questioner was seeking 

/understanding 
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understanding, of course, we -Cried to explain to the best of our ability 
what we knew with respect to specifics, but only to the extent that we 
had knowledge. Where we believed we could add perspective to their 
Understanding of U.S. policy, we -tried to do so gently. Any betrayal 
of 'emotion or feelings in such cases would have quickly CUG off the criti­
cism and would have inhibited the effectiveness of the Team. The procedure 
had a very satiSfying reception; upon occasion when resident Americans 
were present, they themselves connnented favorably upon the candor and 
depth of the conversations. A few of the older Filipino leaders expressed 
profound appreciation for the opportunity to talk to Americans who ca.me to 
li'sten and seek counsel. 

In closing, every member of the Team found this a thoroughly enjoyable 
experience. Although we went over'without prejudice, the experience 
prObably caused us to come back biased in favor of the Philippines • 
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