The Question of Development and
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ecent political developments inthe Philip-

ines have provided the Impetus for a
high degree of popular politicization and
motilization. Widespread resistance 1o the
Marcos dictatorship evolved from a critique
not only of authoritarianism but also of the
model of development-from-above that
necessitates the authoritarian political form.

In February 1986, a popular uprising dis-
placed the Marcos regime and brought to
power & lopse coalition of political forces
broadly committed to rebuilding the Institu-
fions of representative democracy. The new
government of Corazon C. Aquino quickly
convened a commission to rewrite the con-
slitution, called legislative elections on the
basis of the newly ratified charter and com-
mitted the whole government to tra nsparency
and accountability.

The new Philippine Constitution reflects the
hope for a just socisty in the wake of an upris-
ing. The provision on soclal justice and human
fights reads: “The Congress shall give highest
frlority to the enactment of measures that
protect and enhance the right of all the peaple
lo human dignity, reduce social, economic
and political inequalities by equitably diffusing
malth[ and political power for the common
goal" [1]

Three years after the Philippine February,
social inequalities remain, popular organiza-
lions are kept outside the decision-making
Emcass. and the new government Itself has

een cited for human rights violations by Am-
nesty International, Events of the last few
months signal a rise of discontent and a
dicline In the optimism that followed the rise
of a populary-endorsed government. In May
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this year, workers forced government to raise
minimum wages by threatening to stage a
general strike. In June, peasant organizations
were mobilized to protest the slow implemen-
tation of the agrarian reform program as well
as the Ineptitude of the agency tasked with
overseeing the program.,

This article shall not attempt an explana-
tion of the complex Interaction between social
structure, political institutions, and power
blocs. (Such an attempt has been made else-
where. ) [2] Rather, it shall focus on the com-
peting models of development in the
Philippines and the dilemmas that burden
present policies.

The Critique of Authoritarianism

The Marcos dictatorship represented a
model of rapid economic “take-off on the
basis of extensive state intervention that was
popularized throughout the Third Waorld
during the sixties and the seventies. Such in-
tervention was financed by extensive external
borrowing. The social consequences of a
large debt burden caused the model to be
severely discredited and provoked pressures
for redemocratization in Asta, Africa, and Latin
America.

To faciitate national planning, the state had
to be reorganized into a command
bureaucracy, Internal opposition suppressed,
and civi liberties suspended. By imposing
martial law and closing down the Congress,
the Marcos government transformed itself into
a “technocratic authoritarian® regime where
the planners, backed by military force, were
unhampered by traditional institutional
mechanisms of accountability. [3] The
destruction of democratic institutions was jus-
tified by the standard logic of “developmen-



talism" [4]: It was a necessary measure to put
the motors of economic growth and social
modernization in place. In the case of the
Marcos regime, developmentalism justified a
reprassive political order that eventually falled
to realize reforms in a basically iniquitous so-
cial structure. [5]

Although cloaked in the scientific language
of the technocrats, authoritarianism in the
Philippines fostered dependence on the state
and created powerlessness in civil soclety.
One political scientist aptly described the
process as one of "refeudalization®. [6] With
the demobilization of conventional political
parties and the closure of effective channels
for the redress of grievances, resistance to
the regime began to coalesce around the
clandestine armed revolutionary movement. A
process of intense political polarization en-
sued from the late seventies onwards as it
became clear that the dictatorship could not
?eil'mar on its promise of instant development.
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The developmentalist model assigned to
the state the role of capital accumulation. A
number of authoritarlan regimes in the
Southeast Asian region played this role with
varying degrees of success. [8] In the Philip-
pine case, the development strategy adopted
at the start of the seventies anticipated ex-
panding markets for labor intensive exporis
and a steady flow of foreign investments. The
oil shock and the resultant world recession
pulled these premises from under the strategy.
[9] To offset the effects of recessian, the Mar-
cos regime began to borrow heavily from in-
ternational banks awash with petrodollars and
strapped by low capital demand in the reces-
sion-ridden Industrial economies. Without the
mechanisms of checks-and-balancesin place,
the temptation to plunder became too great for
the political faction in power. The Marcos
family and their cronies were estimated to have
squirrelled away billions of dollars, mainly from
state-guaranteed loans. [10]

VWhen interest rales were low and loans
abundant, the Marcos regime expanded the
state structure, indulged in extensive
nationalization of industries and dramatically
increased the absolute number of state per-
sonnel. [11] When demand for capital from
industry increased and interest rates rose, the
Marcos regime found it difficult to subsidize
the state apparatus. It quickly entered into
what may be termed a "crisis of political
reproduction”. [12)
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Burdened by a "crony" bourgeolsie de-
pendent on state patronage, challenged by an
expanding countryside Insurgency, con
fronted by declining popular confidence and
strapped by a contracting economy, the Mar-
cos regime lost the ability to effectively govemn
by the middle of the eighties. Development by
way of dictatorship proved to be llusory. [13]

The Promise of February

By the time the Aquino assassination oc-
cured in August 1983, Filiplnos had sensed
that the political --and probably alsc the soclal
— order represented by the Marcos regime
reached a terminal crisis. From late 1983 to
1985, intellectuals met at the Univarsity of the
Philippines to dissect the problems plaguing
the nation and explore alternative paths to the
future. [14] These meetings crystallized the
rejection of statecentered, foreign Invest
ment-led growth and debt-fueled develop-
ment. Fllipino economists, In particular,
articulated economic de-regulation, the

, privatization of public enterprises and import
liberalization as a possible route out of the
economic crisis. [15]

The swiltness of the political transition, the
amorphousness of the political coalition lead-
ing the Insurrection, and the great pressureto
restore some semblance of stability to the
economy ware conditions that disposed the
new government towards policies that were
altogether pragmatic, conservative, and seg-
mented. The Marcos dictatorship unravelled
quickly when capital flight had taken its toll on
public confidence. [16] In its wake, the regime
left a devastated economy where “recovery’
seemed more immediate than "reform®. [17]

Of the various blocs composing the looss
political coalition, the big business factions
disfavored by the Marcos regime proved to be
best positioned to influence the basic policy
dispositions of the new government. They al-
fectively blocked demands from the mass o
ganizations for a highly confiscatory land
reform program and selective debt repudia-
tion. They succeeded in pushing for the res-
toration of a bicameral Congress whers
representation tended to favor the landed
oligarchy. [18] A number of close observers
quickly noted that the "elite democracy” that
had earlier invited the pessimism that Marcos
capltalized on to Impose an authoritarian order
was being restored. [19] The popular move-
ments that resisted the dictatorship and
helped propel the new government into place
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expected immediate reform in a number of
areas. They expected a sweeping land reform
program that would break the cligarchic
stranglehold on the expansion of the domestic
market. They expected the new government to
put a cap on debt service In order to free
resources for self- propelled growth. They ex-
pected greater popular control over natural
resources essential for the people's livelihoad.
They expacted the demilitarization of society
and a comprehansive political setilemant 1o
end the internal war. Nationallsts expected
President Aquino to arrange for the termina-
lion of US
military
presence in
the ar-
chipelago as
she promised
prior to her
accession to
the presiden-

oy,

Inall thesa
areas, how-
gver, dis-
agreements
between the
nNew govern-
ment and the
popular
movements
developed.

Instead
of enacting a
sweeping
land reform
measure on
the basis of
the emergency powers she once possessed,
Mrs. Aquino laft the detailed legislation to be
done by a landlord-dominated Congress. In-
stead of Impasing a ceiling on debt payments,
Mrs. Aquino followed a policy of full and
prompt payment. Consequently, 50 percent of
the 1987 budget and 45.5 percent of the 1988
I[:g.;get went to servicing the foreign debt.

Instead of drastically cutting down the num-
ber of military and civil service personnel, the
new gaverniment left the bloated bureacraucy
intact. The large expenditure on state person-
nel subsequently reflected In large deficit
spending. [21]

Although, in fts first few months in office,
the Aguino government agreed to a ceasefire
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with the insurgents and began talks for a com-
prehensive political settlement, it eventually
bowed to pressure from the military estab-
lishment and declared "total war" against the
revolutionary forces. As a conseguence, a
state of war continues to exist in some parts of
the Philippine countryside and instances of
human rights viclations continue to be high.
A number of popular organizations have taken
the Initiative In organizing “peace zones" to
mitigate the effects of the armed conflict and
create some space for dialogue. [22]

Asdaweek, Jfuly 7, 1089 BE‘!DHLT the
configuration of
domestic political
and social forces,
the IMF-WB has
emerged as a sig-
nificant influence
on the drift of
policies. Earlier
this year, the
Aquino govern-
ment agreed to
the recommen-
dations of the
IMF-WE in ex
change for a
financing pack-
age that would
help the country
service its exter-
nal debt. The
decision sparked
objections from
economists who
had been
genarally suppor-
tive of govern-
ment policies
other than its strategy on the foreign debt. [23]
In June 1989, the Director of the country's
main economic planning agency, the National
Economic and Development Authority
(NEDA), resigned due to differences with the
Central Bank Governor and the Secretary of
Finance.

Through the intense policy debates that
have been raging over the last three years,
radical intellectuals associated with the
popular movements have initiated a new dis-
course critical of "transitions from above®. [24]
This opens a new perspective differentiated
from the standard lines of debate within the
formal decision-making process. [25]
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Privatization and De-nationalization

Cwver-all, the development model followed
by the Aquino government — disagreements
over the handling of the debt question not-
withstanding — is characterized by liberaliza-
tion, privatization, and de-nationalization. [26]

This development perspective is as much a
reaction to the excesses and failures of the
Marcos regime as it is a concession to the fact
that without capital inflows via external bor-
rowing, the state is in no objective position to
play an interventionist role in the economy. It
is also consistent with prevailing opinion
among international lenders.

The model of rapid, state-directed
economic growth espoused by the previous
regime inspired extensive state involvernents
in the capital sector, the expansion of public
enterprises, and the institution of broad
economic regulative mechanisms.

On the one hand, state-interventionism -
and the extent of national planning facilitated
by it - allowed the integration and coordina-
tion of economic activities on a national basis.
This is particularly significant in an economy
with a large plantation component and a low
level of articulation between regional
economies. [27] Economic Intervention al-
lowed state revenues to be raised from the
capital accumulation process, a factor that
encouraged subsidles for public service
enterprises. Such subsidies contributed
towards enhancing the role of the state as a
mechanism for improving social equity,

Onthe other hand, extensive state interven-
tionism created the necessity for freeing the
technocratic apparatus from the realm of
pluralist politics and the conventions of public
accountability. It allowed the governing elite to
centralize political patronage and, in a general
way, provided a climate hospitabla both to
autocratic governance and official corruption.

The unpopularity of the previous regime
and the insurrectional manner by which it was
deposed encouraged a sharp turn from its
policies. Public enterprises, characterized by
inefficiency and over-regulation, have been
defined as disincentives to investment,

Available figures do suggest that govern-
ment corporations were inefficient users of
capital resources. While they accounted for a
large part of total investments (14.4 percent of
total gross domestic investment from 1975 to
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1984}, they contributed only 1.8 percent of the
gross domestic product and generated only
1.6 percent of total domestic savings. They
also utilized 21.7 percent to 84.6 percent of
external loan availinents during the 10-year
period mentiched above. By 1984, they ac-
counted for 49.3 percent of the country’s ex-
ternal debt. [28]

To quickly relieve the twin pressures of debt
servicing and a mounting budgetary deficit,
the Aquino government introduced a debt-to-
equity conversion scheme and put govern-
ment corporations up for privatization,
Equities were often sold at basement prices
and at great loss to government. Most of the
corporations that were privatized were
precisely those that were profitable. [29]

In the enthusiasm for state withdrawal from
the economy -- an enthusiasm particulary
distinet among the business elites - the social
welfare and equity functions of public
enterprises tended to be underemphasized
and perceived economic inefficiencies mag:-
nified. It Is possible to argue-that it Is the lack
of political and managerial autonomy of direc-
tors of public enterprizses that cause inefficien-
cy -- and that inefficiency is not intrinsic to the
nature of these enterprises. Also, a number of
enterprises that perform equity or welfare
functions {e.g., mass transport) are, by their
nature, not expected to show profit.

Also, the rather simplistic reduction of state
intervention to-authoritarianism and the naive
aquation of economic liberalization Lo
democracy ought to be put under more
critical light.

The model of state withdrawal from the
economy In the Phillppines is not an un
problematic one. In general, the big business
elites derive greater control of productive as-
sets while the poor suffer the decline of the
equity functions performed by the interven
tionist state.

The purchasing power of the peso has
eroded, using constant 1978 prices, from
0.2763 in February 1986 to 0.2357 as of March
1949, (30) Due to liberalization, the balance of
trade deficit increased from 202 million dollars
to 1,085 milion dollars by the end of 1935
seriously draining the nation's capital resour-
ces. [31] The growth rate of national expendi-
tura for social welfare declined from 31.0
percent In 1987 to only 22.6 percent for 1989,
compared to a growth rate this year of 23.8
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percent for defense and 25.6 percent for
economic services. [32]

Development and Democracy

For the popular movements and organized
communities, the problematique of develop-
ment Is posed quite differently. This is notable
because the politicized grassroots move-
ments will tend to adopt a different measure in
assessing the success or failure of the present
gavernment.

Inthe Philippines, as elsewhere in the Third
World, development is increasingly viewed
from the grassroots as a process that enhan-
vés "people’s control over the forces which
shape their lives®. [33] As the Marcos regime
declined, progressive intellectuals and leaders
ofthe popular movements anticipated the suc-
ceeding period to be characterized by the
devolution of power to the communities. [34]
This vision Is summed up in the notion of
‘popular democracy”, a phrase used by Presi-
dent Aquino herself when she inaugurated her
new government. [35]

Can ste Bring back EOSA?
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The late ex-Sen. Jose W. Diokno, closely
assoclated with the popular resistance to the
dictatorship, summed up the alternative
popular vision in terms of three themes:
Human Rights, Nationalism, and Sovereignty.
[36] The alternative vision calls for an activist
government sponsoring an industrialization
strategy hewing closer to the domestic market
and national capital. It envisions a proper com-
bination of planning to expand the domestic
market and the conscious development of
people's organizations to facilitate grassroots
control of productive assets and environmen-
tal resources essential to their livelihood. [37]
Such a vision involves consclous organizing
along a general strategy of popular empower-
inent. [38]

The vision of popular democracy appears
attractive to most tendencies composing the
Filipino Left. [38] It is a vision that presumes a
vibrant atmosphere of political pluralism and
strong initiatives frorn grassroots movements
and non-governmental organizations. [40]
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The emerging model closely links
democratization in civil society with the
process of meaningful development. k ex-
pects a strong push for reform from both
government and the popular organizations. It
is a perspective of development that does not
sit well with the entrenched economic elites
who have, so tar, restrained the implementa-
tion of soclal reform.

At the present conjuncture, the Agquino
government finds itself caught between the
pressures for state withdrawal from the
economy coming from the business elites and
the pressures for rapid social reform via an
activist state coming fromthe grassroots. The
earlier authoritarian model has been thorough-
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