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Thu highly publicized and US-conceived
Philippine Assistance Plan (PAF) was a
"hoay”, according to crstwhile Eeonomic Plan-
ning  Secretary and National Economic
Development  Authority  (NEDA)}  Direclor
General Solita Monsod, who resigned over
what she termed "irreconcilable differences”
with other government departments on
eeonomic policies.

The PAP, alternately called Multilateral Aid
Initiative (MAI) and Mini-Marshall Plan, was
initiated by the United States in 1988 as a
program {0 infuse massive amounts of new
and additipnal foreign aid into the Philippines
to start off the Marcos-ravaged cconomy on
the road to economic recovery, The total
amount targetted s 10 billion US dollars
over a period of five years. In a meeting
presided over by the World Bank in Tokyo,
from 4-5 July 1989, major donor countrics
pledged 3.5 billion dollars to the PAP for the
first year of the plan.

The PAP as Old Money

Monsod, however, claimed that of this
amount, only 251 million dollars was addi-
tional "new money”; the rest had all been
previously  committed, Roberto  Villanueva,
then Chairman of the Coordinating Commit-
tee on the PAP (CCPAP) disputed Monsod’s
assertion, saying that the entire pledged
amount was "new money". Filologo Pante, Jr,
who took over Monsod’s position before being

replaced cventually, confirmed Monsod's find-
ings in a testimony before a Senate hearing,
but gave a higher figure of 800 million dol-
lars in "new money'.

In other words, according to Monsod and
Pante, even without the PAP, the Philippines
would have received from 2.7 billion to 3,25
billion dollars anyway,  Counting commit-
ments made as Par back as 1979 which have
not boen utilized, Pante testified that without
the PAF, 4.1 billion dollars in ODA would

‘have entered the country in 1990, [1]

The dispute over "old" or "new” money as-

sumed significance  because of the tremen-
dous publicity that accompanied the launching
of the assistance plan, As its original desig-
nation as  a Mini-Marshall Plan  implies,
recalls the American-funded rehabilitation of
Western Europe afler the Second World War.
The original plan, as the Amcricans an-
nounced i, "was to take advantage of the
worldwide support for the restoration of
democracy in the country in order to raise
new funds beyond the ODA either pledged
or expected under existing programs”. [2]
The initiative, thercfore, raised high hopes
about its impact on the Philipine cconomic
rECOVEry Program,

On the international plane, however, skep-
ticism has generally accompanicd  an-
nouncements of major aid plans, Al the Paris
summit conference of leaders of industrialized
nations in mid-July 1989, then Japanese
Premicr Sosuke Uno announced a 35 billion-
dollar three-year aid program to help debt-
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strapped developing nations. Officials of other
industrial powers, however, were reported lo
have expressed uncertainty "about how much
of the commitment really would be addition-
al, new money that otherwise would not have
been available™, [3] This was because in a
similar 30 billion-dollar program launched in
1987 by Japan, it was discovered that 12
billion dollars of the tolal amount was "old”
money, 1. e, funds which "Japan would have
provided in any event".

The "Evils" of QDA

The issue of "old" or "new" money, however,

while important, obscures basic and probably
maore important  concerns  surrounding  the
practice of giving foreign aid. The granting
of official - development assistance (ODA) by
industrialized countries to the Third World
has always been o coniroversial issue. QDA
is the term used by donor countrics Lo refer
to their disbursement of loans (bilateral or
multilateral), grants, and technical assistance
to recipient countrics  calegorized as "less
developed”,

Japancse ODA to the Philippines, for ex-
ample, is burdened with many "evils" and
needs "mprovements for it (o be effective”,
[4] Then NEDA Deputy Director General
Filologo Pante, Jr, revealed  that JTapan earns
from 75 to 95 cenis for cvery dollar of aid it
gives., This takes the form of goods and ser-
vices acquired from Japan in relation to  aid
projects.  Aparl from this, interest and prin-
cipal payments increase considerably due (o
the wvery strong yen,

The flowback in funds occurs because grant
assistance is "tied" to the procurement of
goods and  services from Japan.  Japanese
firms engage in active lobbying and are
generally favored when choosing who s 1o
conduct feasibility studies, or who is to pro-
vide consultancy, and enpineering services,
Further, according to Pante, this lobbying
“could affect the Fhilippine pgovernment’s
decision in lining up its prioritics and must,
therefore, be neutralized". He alse noted that
the awarding of contracts to Japanese [irms
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has been marked by controversies which even
drew the attention of the Japancse Diet.

At the time this statement was made, how-
ever, NEDA had aleeady lost ils standing as
the premicr cconomic planning body  due to
the rift between Monsod and the conservative
bloc in government, Pante’s comments above
could only have widened the rilt between
NEDA and the government's other cconomic
managers,  Thus, NEDA’S  assessment  of
Japanese ODA was disreparded by President
Aquino and the rest of the Cabinet.

Scholars on Philippine-Japan relations con-
firm NEDAs disclosures. In an interview
with Aurora de Dios, a professor of Interna-
tional Relations, it was learned that a large
portion of the so-called "unticd" loan lunds
still end up o the hands of Japancse com-
panies. Feastbility studies are conduocted by
Japancse  consultants hired by the Japan In-
ternational Cooperation  Agency (JICA) and
they either specify the use of Japanese goods
and cquipment or recommend Japanese in-
dusirial standards.

ODA, particularly Japanese aid, according to
De Dios, cannot be separated from trade and
investments or, for that maijer, from "strategic
considerations in lorcign  policy”, As
evidence, she pointed out that when the
volume of aid mcreases, so do the trade
figures. The bulk of Japanese project loans,
which accounts for 85 percent of all loans,
goes to infrastructure  development  which s
seen s the prerequisite for investments, De
Dios cited the Levte Geothermal Power Plant
which, after beng Tunded by a 188 million-
ven loan in 1980, later paved the way for the
calry of the Philippine Associsted Smelting
and Relimng Corporation  {(PASAR).  The
copper smelling plant has 32 percent direct
Japanese equity while [owr of the nine
Filipino copper firms involved as partners are
actually Filipino- Japanese joinl venturcs. [5]

Japanese scholars themselves have arrived al
similar findings.  According  to  Professors
Mamoru Tsuda and Masaki Yokoyama, "the
bulk of Japanese commodity loans was spent
in buying goods from Japan, despite the fact
that said loans were supposed to be ‘unticd
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aid™, [6] From 1971 to 1984, an average of 90
percent of Japanese commodity loan funds
were used to purchase Japanese goods.
Tsuda and Yokoyama see this as "clearly in-
dicating that Japanese companies were the
biggest  beneficiaries of these  commaodity
loans".

Irregular practices are not the monopoly of
the Japanese, however. Testifying belore a
Senate Ad Hoc Committee on PAP, Monsod
revealed that sometime in 1988, US Embassy
Charge d'Affaires Kenneth Quinn pressured
her to award the contract for a foreign-
funded projeet of the National Power Cor-
poration to an  American firm. [7] In this
vase, the contract had already been granted
to a Japanese-French consortium. Monsod
suid that other governments have exeried
similar pressures on NEDA,

Inevitably, the issuc of corruplion crops up
particularly in reviewing  Japanese loans
during the Marcos years. During  hearings
conducted by the US House Subcommitice on
Asia-Pacific Affairs and in subsequent media
disclosures, it was revealed ‘that Japancse
corporations had paid rebales to Marcos and
his cromies, as well as to financial groups
allied with the former Presideat, in connec-
ion with Japanese yen loans lo the Philip-
pines”. Total commissions (in reality, bribes)
allegedly paid by five corporations initially
named had amounted to 1.03 million dollars.

I8}
The Consultancy Game

The presence of foreign consultants  in
foreign-funded projects has recently caught
the altention of the Philippine Senate. On 14
August 1989, its powerful Blue Ribbon Com-
mitiee asked the Commission on Audil "to
scrutinize  all consultancy contracts by the
povernment after it was found oul that fve
agencies were  paying superflluous and un-
necessary fees to foreign consultants”,  [9]
The committee also lamenied that the charg-
ing of foreign consultancy fees for services,
including those "well within  Filipinos' exper-
tise”, is "a basic condition imposed on almost
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all foreign assistance conlracts, grants, aids,
and loans".

It was further noted that of the 59 consuli-
ants in five povernment agencies who sub-
mitted reports, only five were Filipinos, The
Department  of Transportaion  and  Com-
munication (DOTC) had 35 forcign consult-
ants, 32 of them Japanese, including onc
described as a "motor vehicle inspector”. The
Philippine Ports Authority (PPA) had 15 con-
sultanis; eight were Japanese and lour were
Americans. The Economic Support Fund
Secretarial (ESFS) had two American consult-
ants.

Diserimination against Filipino consultants is
practiced in determining salary scales. As of
1989, the highest paid Filipino consultant
received 17,200 pesos (780 dollars) a month,
while the American economic consultant at
the Sugar Repulatory Board got 368, M) pesos
(16,730 dollars) a month. Salarics for PPA
consultants ranged from a high of 337260
pesos (15,330 dollars) for the Japanese por
manager to a "low" of 229950 pesos (10,452
dollars) a month. Three Canadian consultants
al the DOTC received 238,000 pesos (10,818
dollars) a month, while the Japanese “molor
vehicle inspector” got 65,000 pesos (3,000 dol-
lars), The Australian consultant at the Nation-
al Housing Authority (NHA) received 251,672
pesos (11,440 dollars) while the two
Americans  at the ESFS  gol 113,662 pesos
(5,116 dollars) and 212,240 pesos (5,510 dol-
bars).

The Senate Committee recommended  that
Congress pass a law to "limil, control, and
minimize® foreign consultancy conlracts, ©s-
tablish a ceiling on consultancy fees, and
protect Filipino  consultants.  Commillec
Chairman  Scnator Teofisto  Guingona said
that puidelines set by NEDA on consultancies
are nol being [followed. The guidehnes stipu-
fate that (1) foreign consultancy contracts
may be cntered into only il the government
agency concerned does not have the "exper-
tise. and sophistication” (o conduct  the
project; (2) consultancics be offered first o
Filipinos and be awarded to foreigners only if
no Filiping is available for the joly and, (3)
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salary rates of Filipino consultants be kept at
par with those of their foreign counterparts.

Japan's Central Role

Japan's role in the MAI for the Philippines
is paramount as it is the biggest donor. Of
the 3.5 billion dollars pledged in Tokyo,
Japan alone accounted for 1.6 billion deollars,
or 45,7 percent of the total. Six hundred
million dollars of this amount, however, was
reportedly  merely the World Bank's “ap-
proximation of the amount Manila may get
m Japancse funding .. in a world-wide debu-
reduction scheme being worked out by the
IMF and the World Bank”, [10]

Jupan, of course, has been the Philippines’
largest ODA  donor for  many years now
counting both bilateral and multilateral aid.
Since Aquino came to power and up to 1989,
Japan has committed & total of 3.07 billion
dolfars of ODA to the Philippines. This is

cguivalent to 574 percent of total bilateral
aid to the country and 366 percent of both
bilateral and multilateral aid. Far behind are
the United States with 1.25 billion dollars
(234 percent of bilateral aid) and the World
Bank itself with 1.7 billion dollars (19.9 per-
cent of both types of aid).

Japan's ODA has targetted member-
countries of the Assocation of  Southeast
Asian  Nations (ASEAN) as primary

recipients. [11] From 1982 to 1985, the region
received 12 billion yen in ODA loans, or 4
percent of total Japanese loans of 29 billion
yen for the period. [12]

Why has Japan assumed the leading role in
the granting of foreign aid Lo countries like
the Philippines? To  understand  this
phenomenaon, ane must start by examining the
overall strategy  of the United States  for
maintaining a  security  blanket  based  on
political, military, and economic control over
the eastern Pacific regon,  The countries

Table 1. ODA Commitments to the Philippines, 1986-1989
(in million US dollars)

Donor 1986 1887 1988 1989
Japan 3311 875.6 809.5 1050.4
us 243.0 378.3 292.8 337.4
West Germany 9.8 114.1 39.0 |

Haly — 270.0 —

France —— —— 43.5 > 310.1
Spain ———— 15.2 75.0 |

Belgium —_— 8.5 —

Switzertand e e 40.0

Canada 827 —en B n.a.
Denmark — ———- 14.5 —_—
Singapore — 5.0 — ——
Bilateral 666.6 1666.7 1314.1 1697.8
UNDP 5.0 8.7 6.8 8.7
ADB 351.7 205.7 287.2 500.0
wB 179.0 505.0 355.0 6530.0
Multilateral 535.7 719.3 549.0 1139.7
TOTAL 1202.3 2386.0 1953.0 2837.5

Source: National Economic Development Authority as
cited in the Far Eastern Economic Review
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here form what had been known in Cold
War parlance as "the forward defense line
against Communism". Ceniral to this stratepy
had been the maintenance of US military
bases in the Philippines and Japan.

The American Decline

Since the late seventics, however, the US,
saddied by huge budgel and trade deficits and
steadily losing its position as the world's
number one economic power, has been find-
g it mcreasingly difficelt (o perform inter-
national police work and economic patronage
all by itself. Observing the rise of Japan as
a rival and later a4 more superior economic
power, the US thooght of asking the Asian
power to share the burden: of maintaining its
securily apparatus mn East and Southeast Asia
Thus was born the strategy of "burden shar-
g,

The US-Japan parinership has resulted in a
division of labor where the former takes care
af regional military security,  diplomacy, and
other political matters, while the latter com-
plements  these with ils cconomic activities.
The political and economic factors interact
with and support cach other. De Dios says
that because Japan did nol have to spend as
much as the US for military protection -and
depended on the American security  umbrel-
la, it was able lo concenlrale on ils own
ccomomic  development.

Foreign aid s the carrot dangled before
countrics like the Philippines to allow their use
as part of the American seeurity umbrella in
the Pacific. With the weakening of the US
ceonomy, the Americans’ most reliable ally,
Japan, has taken over the role of principal
atd giver, for which Japan is well-equipped.
In 1986 alone, the country registered an 86
billion- dollar current account surplus. Taking
over the aid burden is also one way by which
Japan can placale growing resentment within
official and public cireles in the US over the
pargantuan trade surplus the former enjoys
vis-a-vig the latter.

Il the PAP does not depart from the tradi-
tional practice of foreign aid and only intro-
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duces administrative mechanisms that  have
been criticized as adding another layer to an
already over-burcaucratized governmental ap-
paratus, then it would seem that the US, as
the program’s godfather, has nothing to gain
economically from the exercise. The answer
to this puzzle can be found by investigating
the non-economic issues implicit in the multi-
lateral initiative,

The US Bases and the American Agenda

Speculations have been arculated about the
motive of the US in arranging for the Mini-
Marshall Plan with altention cenfering on the
two giant US military installations in the Philip-
pings, The Philippines-US  military  bases
agreement is due to expire in 1991 and in-
tense debates on whether to retain or  evicl
the bascs are going on in all sectors.

The new Philippine Constitution,  ratilied
under the Aquino administration, cxpressly
prohibits  the installation  and  storage  of
nuclear  weapons  in Philippine  territory.
Despite official silence, independent observers
have verified the storage of nuclear weapons
i the bases, which olten host nuclear
weapon-carrying aircraft and ships. [13]
Official pronouncements of both the Philip-
ping and US povernments  disclmmed  any
connection between the military bases and the
PAP. The US Ambassador to the Philippines
denicd  any  link  Dbetween  the  two,  Mrs,
Aquino  herselfl  publicly  issued o similar
denial. Such disavowals, however, ring hollow
in the light of statemenis made by US offi-
cials which point to a clos¢ association be-
tween the continued stay of the bases and
the success of the multilateral initiative.

One of the authors of the Mini-Marshall
Plan, Senator Richard Lugar, wrote in the
Washington Post  last April 198% that:

Although it stands on its own, the MAD has
secunty amphcations for the United States. Last
Urogorber, wed .l;igut,'d 4 two-vear hase review agoee-
menl providing for shapl-temm stability i
secunty  tieg and additional resounces o the
Philippines,  Progress on the MaAl will buifd on
this apreement.  Improved coomomic  perfor-
mance i WES9T will create a promising atmos-
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phere for discussions on the futere of scourity
retations, |14}

Other legislators state the connection just as

clearly, albeit  underhandedly. A paper
prepared by the House Subcommitice on
Asian and Pacific Affairs entitled, "A Report
on the FPhilippines at the Mark-Up on 18
April 1989 states that;

o although the MATL is not directly finked 1o the
fortheoming  bases renepotiation thal is expected
0 begin later this year, the seccessful implemen-
tation of the Plan would cortainly be cxtremely
helpful in terms of creating a [avomble climate
in the Philippines for the renewal of the bases
agr:cn]cnr.

The PAP was also scen as a oway of remov-
ing an irritant in the bases rencgoliation, i
e, the issue of compensation for the use of
the facilities. Thus, the inflows to MAI (then
cstimated at two billion dollars a year) were
calculated "to remove the compensalion issue
from its current status as the primary issue in
the bases nepotiation”. An added bonus o
the US will be in the arena of burden-shar-
ing. Through the MAL the US "will have
leveraged a relatively small US contribution of
200 million dollars annually into two billion
dollars worth of multilateral  assistance for
the Philippines in cach of the next five years”,

Finally, the relation between MAL and the
bascs is explained in a rather candid manner
by retired US Ambassador David Newsom;

If 1 were an official poing wp before the congres-
sional committes  toopet 8 Jarge sum of money
for the Philippines, just after the Philippines
might have thrown us owt of Clark Field, I'd
bave @ much harder time than i we were still

in Clarck Field. [15]

American interest in the mullilateral assis-
tance plan does scem out of proporion to
the US' financial contribution to it.  Testify-
ing at a Philippine Scnate hearing of the Ad
Hoc Commiltee on the PAP, Monsod ac-
cused the US of interference in the program
by providing 25 million dollars to support the
PAT Council secretarial. The Asian Instituie

of Management (AIM), training pround of
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buginess executives, was also  granted 9
thousand dollars by the US Apency for Inter-
national Development (USAID) for “special-
ized short-term assistance” (o the PAP
council, [16] Monsod said that this foreign
inferference  in "the drawing up and im-
plementation of PAP projects would comple-
ment the kind of strategic control the World
Bank has gained n terms of dealing with our
foreign creditors”.

Conditionalities Attached to the PAP

The PAP, however, 15 not a free meal ticket,

a5 the US House Subcommittee April 1989
Report took pains to emphasize. It @5 scen
as a "guid pro gquo’ and contingent on the
Aguing  administration  enacting  "necessary
economic and administrative  refprms”.  One
specific reform recommended for “priority ac-
tion” i "the removal of constraints on the
debt-equity swap program”.  Under this set-
up, portions of the foreign debt arc trans
formed into equity in Filipinog corporations, o
process that  will enhance foreign participa-
tion in and control over the local cconomy.
The constraints  mentioned  could  possibly
refer, among others, to limits set at 40 per-
cent by the Constitution on the amount ol
equity foreigners may hold in a Philippine
corporaiion.  Pressure has already been ex-
erted by transnational corporations on the
Agquino  governmentl 1o amend the Constitu-
tion on this matter,

While it i3 lechmically (ruc that no con-
ditionalitics  were  mentioned  during  the
Tokyo pledgimg  session,  "it would  be
dishonest to claim that the PAP money has
no conditionalities  attached to it". [17] Ac-
cording to economist Fermin  Adriano, the
document, “The Philippine Aid for Sustained
Growth and Development”, contains “self-im-
posed conditionalitics” which are  "the same
puidelines contained in the Memorandum ol
Economic  Policy (MEP) contained in the
Letter of Intent (LOTY submitted to the In-
ternational Monetary Fund in April 1989, The
MEF commits the FPhilippines o a tigh
apsierily program that will result in reduced

2nd Cuarter 1990



public expenditures for basic services like
health and  education, impose new taxes and
riise existing ones, devalue the peso, and
prejudice  domestic  industries by further
liberalizing imports.

According  further to Adriano, the MEP
pives priority to debt servicing “even at the
expense of our people’s welfare”. It also
replaces NEDA's medium-term plan as the
country’s  blueprinl for  cconomic  develop-

the private sector through import liberaliza-
tion, export growth and diversification,
privatization of government enterprises, and
the development of infrastructure needed by
the sector, [18]

The MAI bill also slashed the proposed 200
million-dollar fund by 40 million dollars 1o
show the House's concern over the low avail-
ment of loans already committed to the
Philippines. Thus, an  additional condition

=
_,_..-'-""- -
- o

Fromt wiew of the new OPD-PGH

ment. Cutbacks on government deficits will
mean withdrawal of subsidies for basic goods
such as clectricity, waler, and irrigation; and
cutbacks in  welfare services Dike  health,
cducation, and social welfare. This explains
povernment’s inability to grant salary  hikes
demanded by public  school teachers and
other povernment workers.

When the MAI bill was passed by the US
House of Representatives on 21 July 1989, a
host of conditions was attached to the grant-
ing of assistance to the Philippines. In addi
tion o those earlier imposed by the Solarz
subcommitiee concerning  administrative and
geonomic  reforms, structural and  judicial
changes were also demanded. A strong pitch
was made for extending massive support for
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would be the ability of the Agquino  govern-
ment to [ully wtilize all of its ODA commil-
ments. This  could be difficult to  achieve
considering that, according to NEDA, the
loan availment status of foreign assisted
projects stood at only 77 percent as of Sep-
tember 1988. The backlog in unutilized loan
funds was 751 million dollars which increased
to 7791 million dollars by March 1989,

Backlog in the Aid Pipeline

Foreign aid donors, however, estimated the
backlog at closer to two billion dollars. [19]
Government figures were said o be mislead-
ing as they "count only the amount that
should have already been disbursed, not the
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total amount pledged by the donors for the
next few years'. The inability of the Philip-
pine  government to utilize large loan
amounts already committed is a major issuc,
as the American slashing of its pledge indi-
cales.  The problem, it is said, lies with “the
preparation and  implementation of the
projects, record kecping, and provision of
malching funds”. |20] Philippine officials were
deseribed  as  “fighting a  cultural  attitude
known as nmingas cogon, which literally means
a sudden brush fire that quickly burns itself
oul. In other words, "projects are often an-
nounced with great fanfare, but soon stall (or
lack of follow through®. [21]

Owversights in ODA

While foreign observers are quick to fault
Filipinos for the low availment of funds and
cite Tactors such as perecived cultural  traits,
part of the blame also lies with donor
countries for not considering the cultural fac-
tor. The new 20 million-dollar ultramodern
Out-Patient  Department  of the Philippine
General  Hospital (OPD-PGH), for example,
has piven Filipino paticnts what one writer
called u "culture shock”. [22

Further, provisions [or other essential cquip-
ment and training  are lacking. The OPD-
PGH, [or example, contains statc-of-the-art
equipment including a 600, 0X)-dollar CT Scan
unit, but lacks a host of other basic equip-
ment, Because of this, the operating rooms
were nol fully functionzl months: after the
OPD was formally opencd. Total additional
equipment cost for the OPD-PGH may reach
one million pesos. Since the new facility is
meant to dooble the nomber of paticats il
services, an additional 137 new personnel are
nceded at a cost of three million pesos a
year, In addition, the mainlonance cost of
the OFD is estimated at 10 million pesos a
year, Al present, the PGH, which 1 the
University of the Philippines’ (UP) medical
training center, already cats up 75 percent of
the budget of the University's Manila campus.
The additional expense will mean an cven
tighter budget for UP. There is also a lack

42 KASARINLAN

of tramed technical personnel to handle the
hospital’s modern equipment,

The NEDA-JICA Meetings

In April 1989, NEDA and JICA repre-
sentatives discussed "problematic Japanese-as-
sisted projects”, the resulls of which showed
that both the Japanese and Philippine govern-
ments shared responsibility for the problems
cncountered.  Seven projects were  chosen by
JICA as focus of the discussions. |23)

1. The Crocodile Fanming Institute in Palawan
was perceived to be  operating below its
capacity due to delays in the release of local
counterpart [unds, difficulties in the release of
JICA funds due to the absence of a full-time
disbursing officer, difficultics in the release of
donated cquipment pending payment  of cus-
toms duties and other taxes, and "the lack
of exposure  of some JICA  experts on
crocodile farming”

2. The RP-Japan Offshore Mineral Exploration
Project’s data  gathering sulfered from a lack
of spare parts for its electronic cquipment.
Additional JICA grants o cover this lack have
heen  proposed.

3. The Occupational Safety and Travng Cen-
ter has difliculties in recruiting trained per-
sonnel due to the low salary scale approved
by the Department of Budget and Manage-
ment,  The  transfer of technology [from
Japanese experts has nol taken place  and
coupled with the lack of personnel, is delaying
the operationalization: of the Center several
months after the completion of its construc-
tion. The huge complex s now  being
derisively referred 10 as a "white elephant”.

4, The National Martime Polytechnic (NMF)
in Leyte already has its infrastrocture and
equipment in place, but it is "unable to meéel
its targetted number of (caching and non-
teaching personnel and trainees™. Only 47
out of the 62 regulur personnel items  have
been filled up due to what is perceived as the
school's “high standards of qualification™ and
the low salaries offered.  Prospective student-
trainces stay away because of the  longer
period of training required compared o other
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maritime  schools in  other
country.

{Further, along with other Japancse-funded
projects in Leyle, the NMP was a pel project
of lmelda Marcos to boost the imapge of her
home  province. The Japanese povernment
had no choice but to give in to her wishes,
Leyte 15 a sleepy and isolated province in the
Eastern part of the Visayan islands and is nol
allractive cnough (o prospective lrainees who
would prefer the excitement of metropolitan
centers soch as Metro Manila, Cebu, and
Davao. )

3. The Fishery Training aad Research Vessel
of the UP College of Fisherics in Hoilo
provinee has been inpperative due 1o UPs
inability to fnance the full rehabilitation and
upgrading of the wvessel Lack of funds has
also reduced its operating and  maintenance
budget. The NEDA-JICA meeling suggested
that a proposal for additional funds be drawn
up for this purpose. In  desperation, it was
also suggested that onee fully operational, the
vessel can engape in commercial fishing or be
leased to private fishing companics!

6 The Bagwio Sewerage Treatorent Flant has
been unable to function at full capacity due
o operational problems; at the same time,
collection Fees of the city povernment are too
low 1o penerate operating expense funds,

1. The National Cancer Confrol Center at the
Jose Reyes Memorial Medical Hospital can-
nol function effectively due to the delay in
housing and installing  Japancsc-donated
cquipment. Further, maintenance and repair
of the cquipment, and for the training of
personnel to run  them  have ool been
provided for,

What underscores the plight of these
"problematic” projects is the chronic inability
of the Philippine government o provide its
counterpart contribution to the projects on
schedule. This may be aggravated piven the
provisions of the LOI-MEP on reducing ex-
penditures.  Questions  have been  raied
regarding  the source of  povernment’s
counterpart funds for the PAP of 20 billion
pesos for 1989, [24] Villanueva's answer was
i announce that President Aquino would file

parts of the
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with Congress a supplemental budget request
for 12 (o 15 billion pesos to raise the re-
quired counterpart funding, [25] On the other
hand, the 1990 government budget of 233
billion pesos submitted by Aquino to Con-
gress on 26 July was only 27  percent
nominally higher than the 1989 budget. In
real terms, however (i e, adjusting for infla-
on), it represents a decrease of 4.1 percent,
The fact that the loans to be secured as parl
of the PAP will only increase the country’s
debt service payments  will further consirict
budgetary allocations for counterpart funds.
Il has also been noted that the proposed
1990 budget’s ‘“significant aspect is that it
reverses  the  three-year tremd when  the
government  depended more  on  internally
generated funds than  foreign financing, as
shown by the increase in external borrowings
to 6.5 billion pesos next year from zero level
this year'. [26] As expected, debt servicing
eats up the biggest portion of the budgetary
piec - 37 pereent - compared Lo 225 percent
for social services and 2137 percent  for
EConOmic  Services.

Another conclusion that can be  dedueed
from the implementation of the Japanese-
funded projects is the apparent inadequacy of
the feasibility and other preliminary surveys
conducled prior (o the  signing of the aid
agreement.  Undue  haste  scems o have
governed approval of projects, purchase of
equipment  from Japanese companies, and
disbursement of funds without determining
first whether the Philippineg governmment body
involved was ready to receive the eguipment
and other goods dosated. On this point, the
Japanese povernment could be faulted for ap-
proving  ill-conceived and  poorly-planned
projeets,

A Broader View

The need (o look into Japan's industrial
strategy as a way of understanding the inter-
connections between the PAP, Japan’s role as
ODA donor, and Japaness trade and inveat-
ments has been repeatedly stressed. |27] In a
meeting  with Philippine Forecign  Sceretary
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Raul Manglapus in Aupust 1988 on the PAP,
Minoru Kubota, Deputy Director General of
the Economic Cooperation Burcaw ol Japan’s
Forgign Ministry, was quoted to have said
that “through the PAP, Japan would con-
tribute to Philippine efforts of creating a
climate conducive to increased foreign invest-
ments and cconomic activities of the privale
sector in the Philippines”,

Japan's industrial strategy has been charae-
terized by a relocation of manufacturing
facilities of a labor and energy-intensive na-
lure to other countries. Several [aclors con-
tribute to the growing importance ol
manufactures among  Japan’s import shopping
list: a sharp rise in production costs since
1986 dug to the higher value of the yen,
pressure. on Japan from the US, Burope, and
Asian  countries to reduce hupe trade
surpluses, improved quality of Southeast Astan
goods, and  changing  consumer  astes In
Japan as foreign products become more ae-
ceptable. 28] The logical consequence is that,

[Thr take advantage of lower labor costs and mone
favorable  exchapge rales i other counlrics,
Japanese companies cul down  production i Japan
andd increase their investments in Southeast  Asis
from where they import basic componcots and
parts, or complete products, |29

Couniries like the Philippines have been
made "export platforms or springboards for
penetration of workld export markets such as
the European Economic Communily or the
Us". Recently, Japan itself has been the tar-
pet market of these relocated industries.
Thus, the volume of manofactured cxports
from ASEAMN countrics to  Japan- has in-
creascd greatly, produced mainly by Japanese
subsidiary companies or joint veotures with
local business groups,

A study published in 1983 by the Japan
External Trade Orpanization (JETRO) ex-
pounded on the concept of a "horicontal
division of labor" in Asia: [3(]

The merease in the indusirial production capacity
in the last 10 years or 50 in the newly in-
dustrializing countrics in Asia (South Korea,
Tatwan, Hong Fong, and Singapore) and four
ASEAMN countries  (Thailand, Indonesia, hMalaysia,
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and the Philippines) is remarkable. Due to this
development, the division of labor between Japan
and these countries is changing [rom a vertical one
{raw material vs industrial products) teoa horizon-
tal one  (industral products v, industrial prodects],
erealing an environment for mutsally stimulating
further industrialization.

Of Japan's total 1988 imports of 478 billion
dollars from South Korea, Taiwan, Hong Kong
and ASEAN countries, manufactured  goods
such as electronic components, motor vehicle
parts, air-conditioners, bearings, chemicals,
food and beverages, garments, jewelry, [urni-
ture, plywood, glass, steel products, and Dusi-
ness  machinery made up 48 percent (worth
23 hillion dollars). [31]

Tsuda and Yokovama, however, cautioned
against entertaining  illusions about the type
of industrialization thal is being  fostered by
the new relationship between Japan and (he
rest of Asia. While admilting that "the old
pattern of importing indusirial goods and ex-
porting raw malcrials has to some extent al-
ready been replaced by the import and cxport
of industrial  products  among  Asian
countries’, they maintained that a clear look
into “the contents of these industrial products’
will show thal "most of them are not really
manufactured tolally in these countries”, [32]

Tor l:xum[.:ulu, semonductors dnd mmments are
produeed in these countrics on a sub-contractual
or eonsignment hasis, while ore and timber ae
only progessed up o the intermediale goods lovel,

In fact, the JETRO study conceded that the
new  economic  relationship  between  Japan
and the rest of Asia is far from equal. The
reporl acknowledged that the division of labor
between Japan and Asian NICs or ASEAN
countries “cannot be  literally descnibed as
horizontal in its true sense’. Two tendencies
were described by the study:

One 5 that Japan is specialwing on e cxpor
ol capital-mlensive aonds while other Asian
countries am specializing on he cxport of lalor-
intensive poods: The other tendency is that
Tapan s specializing on the cxport of high tech-
nolopy poods, while the other Asian countries
are specializing on the cxport of  lower technol-
g geooils.
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The phenomenon of international  sub-
comtracting has, thus, dawned upon the inter-
sational economic order. To further increase
the attractivencss of this  strategy, the
development of more cxport  processing zones
and industrial estates and the expansion of
existing ones loom high on the apenda of
projects for possible funding under the PAP,
not Lo menlion more infrasiructure. develop-
ment,  Since it s extremely difficult for a
non-lapancse company (o penctrale  the
Japanese markel, however, "most of Japan's
manufactured imports from  Souotheast Asia
arg from subsidiarics of Japanese companies
in the region or from joint wvenltures cstab-
lishisd with local corporations”. In this context,
according Lo Prof. Magallona,

stanufactering seclos of the Thilippine econdmy
which are dominated by Japanese capital wnd
eehmology are virlually  extensions of Japan's ln-
duzinial swstem, Thus, when the Japancse  govem-
ment apphies public funds o Philippins
infrastructure  projects [hrough its foTeign assis-
tance propgram, this is sol much  different from
ulilizing capiial oullay in Japan's budgel for the
development of o sepment of the Tapancse
coonamy,

According to Magallona, however, Japan’s
ndostrial strategy of relocating industries is
already in place and that, while the PAP may
facilitate it implementation, the Mini-Mar-
shall Plan is not  cssential to the success of
the economic blueprint. He arpues that it is
the US that will primarily benefit in terms of
goodwill gained with the Aguing goveérnment
as the initiator of the assistance plan, which
could be translated into eventual approval of
the continued stay of the US bases in the
Philippines beyond 1991

FAP or no PAP, Japan does need to expand
considerably ils  foreign aid cxposure in the
Philippines in order to lay the infrastruciure
\hat would correct the recurring patiern of Philip-
pinc-Japan trade which has not yet deparied
completely from  (raditional practices. Philip-
pine  exporls to Japan still include  Fresh
bananas, shrimps, and prawns in signilicant
quantitics,  Unlil & glet hit the Japanese
matket in 1989, a strong program for expand-
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ing prawn cxports was taking place. As a
proportion  of  total exports to  Japan,
manufactured goods  from the Philippines
compriscd only 27 percent in 1988, Given this
present  arrangement, Japan would certainly
have some wse [or the multilateral aid ap-
proach in order (o speed up the fulfiliment of
its regional industrial strategy in relation the
Philippines.

Corporate Takeover of Government

The appointment of Roberto Villanueva as
the Manila QDA crar was appropriate for the
implementation of Japan’s industrial  strategy.
As a shrewd  businessman, Villanueva  ap-
preciated thoroughly the connection bebween
foreign investments and ODA.  Last April
1989, in his capacity as CCPAP chairman
(although he has since resigned duc to health
problems. -Ed. ), he organized o dialogue be-
bween o wvisiling  delegation o the  Japan
Federation of Economic Organizalions
{Keidanren) and the Philippine business com-
munity on proposals "o promole  investments
in export indusirics and cxpand Japan's im-
ports of Philippine products”. [33]

Another reeruil to the Aguine Cabinet who
has the support of the business communily is
Monsod’s successor  as Economic  Planning
Secretary, Jesus P, Estanislao, also
Villanucvas  successor  as Chairman  of
CCPAP. Previous to his appoiniment, he held
variois  pasitions  in the  private  seclor,
Estanislao’s eniry into the select circle ol top
government cconomic planners completed the
takeover by big  corporale  magnates and
entreprencurs of government economic  plan-
ning and management and the dislodging of
visionary and idealistic economists and
academicians.

Estanislao lost no time in articulating  is
fidelity to  the views af fcllow businessmen in
government. Three days alter his appointment
was anoounced, he declared s agreement
with then Central Bank Governor Fernandes
on monetary policy, particularly the policy of
high inlerest rates. [34]
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In a pusition paper entitled "Life After Mon-
sod', a group of faculty members of the
lollege of Development Economics and
Management in UP Los Banos lamented that
"big business interests are once more regain-
ing the upper hand in charting our cconomic
policies'. The group criticized the new
cconomic managers' "narrow orientation based
on the premise that what is good for busi-
ness is good for the cconomy™ - an attitude
which the UP faculty traced to training ac-
quired in the business schools of Wharton
and Harvard. They decried the departure
from government of "professional cconomists
who, by their very training, must equate agr-
gregate economic welfare with the good of
the greatest number”. [35]

In examining the documents of the PAP and
the MEP-LOI, the UP group noted that the
Aguing government 'intends 1o merely adjust
monetary and fiscal policies without reforming
our ape-old  economic and  political  strue-
tures". Among the structures which, accord-
ing to them, "beg for immediate reforms™ are:

- the skewed land ownership syslem, heavily
protected local industes, an over-contralized
government machinery, and those slrucures which
prevent the disadvantaged groups in our  socicty
from having equal access to and conteol of
productive  resources such as credil, education,
communication facilities, enerpy, and markcling
infrasiructure.

The Alternative

With or without the MAI the Philippines
dogs nol seem Lo be in a better positivn to
decide its own economie fulure for the benefit
of its own people. It i safe to conclude that
for many more years to come, there will be
no substantial and meaningtul change in the
nature, strategy, and implementation of offi-
cial development assistance, The result will
be the agpravation of the foreign debt prob-
lem, the concentration of benefits in the
hands of the business sector and the upper
middle class, the further deprivation and
marginalization of the poor and the power-
less, and the exacerbation of land and income
disparities.
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To achieve its avowed goals of benefitting
the poorest of the poor, ODA must ideally
be redirected to projects that will ereate the
conditions for self-penerating and sell-
propelled development dependent mainly on
local resources and tapping Filipino expertise,
In order to benefit the host population, ODA
must make itsell eventvally unnecessary.

How can foreign assistance be made com-
patible. with the goals of a self-reliant and
sell-sustaining society? To start with, in-
frastructure development must concentrate on
affordable and small-scale to medivm-scale
projects that will not strain the financial
capabilitics of government and the people or
destroy  the environment.  Industrial develop-
ment must be weaned away [rom  overcon-
centration on the export markel and made (o
focus oo domestic needs.  Development of
the long-ngglected apricultural  sector muopslt
receive  priority  and  rural  developmen
fostered through the creation of self-sufficien
agro-industrial  communitics.

As economic planning and the implementa-
tion of projects have long been the preroga-
tive of the clite, especially the business seelor
and technocrats, which has resulted in the
continued  impoverishment of the Filipino
people, it is now time to ensure the central
participation of the people, through their
popular  organizations, in decision-making,
MNon-governmental  development-oricnted  or-
ganizalions (NGOs) can initially act as  go-
betweens that  will ensure that people’s
organizations are in a position to determine
the conduct of their lives,

The: ultimate: aim is to bring about a troly
independent,  sovereign, and economically
progressive Philippines that participates in the
global cconomy on its own terms and on an
equal footing with other nations.

[f donor countries are able to appreciate this
vision of an allernative cconomic order, then
development  assistance will necessanly be a
transitory activity that will gradually lose its
present status as a source of mendicancy and
a tool for the subversion of national integrily
and sovereignty. After all, irrespective of its
results, dependence on foreign assistance is
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ultimately anathema to a nalion’s dignity and
development.

It is, of course, wishful thinking to expect
major ODA givers  like the US and Japan,
who have long been used to promoling their
mational interests in the guise of "development
aid' and "mutval security treaties” to suddenly
trn around and stand their present strategy
on its head. Their governments arc necessari-
ly beholden to their respective business see-
lors - the mighly Japanesc sogo-shoshas and
the ommipolent American lransnational  cor-
poralions.

Given this, the only hope lics in peaple-to-
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people exchanges and intermational solidarily
networking 1o exerl pressure on governments
to heed the demands of the greater number
of peoples for a more humane and just na-
tional and global order. In many regions all
over the world, this is already happening. Ex-
isting  efforts are, however, inadequate o
achieve these goals and will always be wanlt-
ing without the attainment of genuing people’s
power,  Thus, popular  organizations  must
necessarily wage liberative struggles in order
to attain this power and cnable the people
they represent to make the decisions that will
dircet the course of their lives,
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