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THIE PHILIPPINE CRISIS (1986 — 1987)

By FERDINAND EDRALIN MARCOS
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The Mititary and the insurgency 10 a Dieadly Pace

THO POWERFLL forces in the l'hilippmes are in a race to dislodge the present governiment
from the seat of authority and set that couniry oft @4 new course. The communist insurgency,
the first of the contenders. began tits challenge more than thirty years ago, pursuing through
most of the that time a spolty carcer of pillage and violence. The more recent one. mutiny"
v the armed forces. threw down the gauntlet by way of a coup d'etat attempt four months
after the present administration was instailed, The impact of the two forces on the govern-
ment could be disastrous to the nation. I[ndeed, caught between the two forces, the nation
now awaits, in the words of the Wall Street Jdurnal. “the final blow."

Although the +turmoil which the Philippines 1S now experiencing has caused peril
of a magnitude previously unkown. thoughtful Filipinos look at it with sadness rather than
a sense of shock. They foresaw the catastrophe looming over the country toda}" when the.
ovents that led to it were just beginning and were alarmed even then. Now, in place of
the outrage and terror that would have been their natural reaction to such turbulence, théy
can only lament the failure to heed the warnings aboul its coming.

The Making of a Crisis

THE PHILIPPINE CRISIS today was entirely predictable at the time, less than two vears ago,
when the extraordinary step was taken to give the communist insurgency"hospitabie‘ accommo-
dation in nacdlonal pollcy. Yhe crisls was visible even from that dlstance when the governmenr
began restricting the ability of the anned forces to repel increasingly forceflul incursions
of the New People's Army (NPA) into towns and cities. As if there were not alarming enough,
the government program of reconciiiation, designed to put the good nature of the new govern-
ment on public display. curiously excluded and brutalized some elements of the population, »
sowed fear and hate with a unique instrument called "sequestration,” and invited discontent
by removing thousands from their government jobs through a series of dismissals and layoffs

programmed ostensibly to rescue the bureaucracy from incompetence and corruption.

How could one sce all these signs and not know that the country was headed for
a crisis, the present crisis? To be sure, there have been expressions of concern from respon-
sible individuals aware of the dangers of complacency and, worse, of self-deception. More

than six months ago, the U.S. Undersecretary of Defense, Richard Armitage, testified before
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the U.S, Congress, al a meeting ol its Asia~Pacific subcommittee, that “the Aguino government
has fairled to deveiop a comprehensive glan 10 pul down the comumunist insurgency m‘ the
Philippines.” His appraisal. spiced with the observation that "some members of the administra-
tion believe that they can rely almost exclusively on symbolic political acts to solve the
insurgency,” was specially significant because other voices in the American government had

something else to say, and it was their judgment that the media almost always favored.

The evidence on which the Armitage testimony was based, if one took the trouble
of looking at the facts beneath the surface, told the alarming story that thé communist
insurgency had developed a momentum powerful enough, unless hajled soon, to bring down
the govermment. At the time, the communist armed force, the New People's Army, had 24,430
members. A inore recent published éstimate puts it at 26,000, Numbers alone, however,
do not show the full extent of the communist insurgency today. More revealing are the
ease with which the NPA now gains new territory; the increasing boldness with which the
communist terrorist squads, the so-called “Sparrow Units,” carry out assassinations in towns
and cities, most of them before the eyes of residents, amounting to public execution; and
the "taxes” now being collected with impunity from terrified businessmen and homeowners
in many areas, including some just outside Manila.

Ar the time he delivered his assessment to the U.S, Congress. Mr. Armitage reported
that the communists and their military arm had increased the scope of their influence by
21% sihce the Aquino administration began, "bringing total barangays (village communities)
affected by communist presence to 8,496 or 20% of rural areas.” The chief of staff of
the armed forces, Cen. Fidel Ramos, himself reported after the Armitage testimony that
the communists had effective influence over 62% of the villages.

Taken together, the countryside and the urban influence or control exercised with
inceeasing ferocity by the insurgents cannot but indicate the failure of the policy of negotia-
tion on which the administration anchored its rather puzzling treatment of the communist
insurgency problem. ' ‘

This began with the sweet-faced slogan, "Give peace a chancel" and has since then
been a curious blend of self-satisfaction and aggressiveness, displayed aiternately, one, when
the new leadership is encouraged lo wear for the public to behold the halo of popularity:
the other, when criticism or dissent threatens to expose its feet of clay. this is the patch-
work that has been assailed as non-policy, especially by a significant part of the military
estabiishment which in the months since the attempted coup of July 6, 1986 has waged a ;
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a series of sumilar attempts culminating in the particulariy ominous mutiny led on August

twenty eight this vear by Col. Gregoro « Gringo™) Honasan.

In his assessment of the communist insurgency, Ramos obsecved that "It is a dangerous
half-truth which has within it the seceds of destruction” to say that "people power" would
solve the insurgency problem. He took care to point out that this delusion was shared by
"many people, including some government authorities.” The statement, a reiteration of th
unheeded call sounded by the armed forces and many citizens for an honest-to-goodness
program against the communist tnsurgency, could not have been more timely. For in March
(1987), in an interview with the Japan Kyodo News, a communist spokesperson, Carolina Malay,
revealed that the Cominunist Party of the Philippines (CPP) was ready to set up a "national
provisional revolutionary government.”  Miss Malay announced that provisional governments
were to be established in Luzon and the Visayas, the northern and central regions of the
country, She was speaking as chief of staff of the National Democratic Front (NDF), a
coatition of various communist-sponsored radical elements, including a large paﬂ of the
clergy (40% of the Catholic priests in the Philippines are communists or corﬁmunist sympathi-
zers, according to the papal nuncio, Monsignor Bruno Torpigliani, and official American sour-
ces).  The NDF had earlier organized a provisional government for Mindanao, the southern

region.

The Military Loses the Upperhand

EVENTS IN subsequent months would show that M}ss Malay's published statements were not
mere psv-war cffusions. With increasing frequency, NPA regulars have marched in varyi.ng.
numbers into important t{owns and cities.(thus carrving the war to the government forces.
More and more units of the Philippine armed forces have been successfully ambushed or

~attacked in their camps, including one raid in a southern LuZon. camp which, apparently by

pre-afrangement, was extensively covered by the local and foreign media, which were at
the scene of the ambush before it happened and published pictures of the carnage afterwards.
Towns only a few miles outside of Manila have been success{ully attacked, some of them
in their {own halls and in some instances with little or no resistance. At the start of
the ill-conceived ceasefire agreement between the government and the communists, an entire
municipality in one of the central luzon provinces literally played host to a large contingent

“of NPA warriors. all awesomely accoutred, who paraded around town virtuaily under the

protection of the government (which had ordered ils troops lo refrain from carrying out
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operations against the commuiusts), and with the open support of a Catholic bishop whose

svinpathy for the insurgents wds an open secrel.

vlore recently, 500 communist rebels succeeded in isolating the Bicol region south
of Manila by blowing up bridges and dcstroyingjtfne railvay tracks, a display of power and
arrogance that has since been repeated in other assaults (and numerous assassinations) around
the country. Just outside Clark Air Force Base, three Americans and a Filipino were Xitled

in broad daylight by gunmen believed to be members of the NPA's Spartow Units.

Taxes collected by the communists apparently do nol bother. the government, even
when one sitting assemblyman was assassinated for (ailing to pay the assessed tax om his
private business. Gen. Ramos did at one time remark upon the continuing taxation enjoved
by the VPA which, as he announced, had at the time already collected 138 million pesos.
liis apprehension, however, could not alter the cold silence with which the government reacted
to quizzical statements in the press: partly by scndihg collection letters, and the éampaign

continues unchallenged. The administration took no umbrage even when the chairman of

the NDF, Saturnino Ocampo (Miss Malay's husband), snorted at Gen. Ramos’ account and pub-

lished the terse "explanation” that the NPA-imposed taxes were 'part of the revolution being

waged by the insurgents.”

\ : Communists Find a Supportive Ally
\

THERE (S no question that this revolution gained velocity following the installation of the
new government, and that the crisis that now threalens to bear the country apart owes itself
not to any superior quality in the communist cause but to the opportunities for growth and
victory handed to the insurgents by the government itself. A relationship of cause and
effect must surely be apparent to anyone who witnessed, on one hand, the release from
detention of communist leaders like Jose Ma. Sison and Bernabe Buscayno, the shackling
of the military during the 60-day ceasefire, and the virtual deification of communist negotia-
tors by influential government and church representatives in that crucial period; and, on
the other hand, the increasing ability of the communist rebels to taunt the government and,
in many encounters initiated by them, inflict telling losses on the military and the civilian
population. The armed forces chiel of staff confirmed about a month after the August 28
atlempted coup that an average of 4.4 soldiers were dving in daily encounters with the
NPA, compared to three before that.



without benefit of these signals, | saw sears ago that the commumst ascendency
nuw shaping up was a consequence tu Le expected 1t the government lost ts will to contend
forcefuliy with ‘he commupist chalienge or traded the responsiblity of subduing it for the

imagined pleasures of cohabitation with the commmumst cause.

To the credit of the military establtishment, from the former minister of nat‘\onal
defense to lhe unit commanders in the field, it resisted the idea, when it was proposed.
that the Communist Party and the NPA lcaders detained under the previous administration

“ be set free -- to "give peace a chance.” FPeace, of course, had no chance from the moment

the communist leaders received the ggvcmment's gift of liberty and the country; under policy
makers who cannot be said to be tecribly eager to break the back of the insurgency. has
seen how swiftly the NPA has grown from a struggling band to a powerful army. As the
experience of other countries had shown earlier, the ceasefire gave the insurgents an oppor-
tunity to preach and recruit, build up their arsenal, win more tervitory, and acquire the
appearance. if not the status, of a government. The insurgency, in fact, gained the aura
of - legitimacy through a secies of press conferences and interviews given by NDF officials
who succeeded in making the government serve them hand and (oot during the peace nego-

tiations.

How all this coujd take place in a country commended to the stewardship of an
administration portrayed as having divine provenance. can be understood only in terms of
its actual performance in the worldly business of governing and poiicy making. Those func-
tions have frem the outset been carried out by highly placed administrators whose affinity
to the communist movement was a matter of record long before they gained the cabinet
and sub-cabinet positions that gave thein manipulative powers in government. The advantage
this gave the communist insurgency was not lost even to other highly placed (but obviously
less influential) officials of the administration, who tried in vain to steer policy away from
its demonstrated biés for communists. The insurgents and their high-powered operatives in
the core of the national govemmeht continued to prepare for full-scalé war while appearing
to put much store by peaceful negotiailon, and before the end of the 60-day ceasefire it
was plain at least to some that events were taking place according to an agenda that gave
enormous satisfaction nol only to the insurgents but to some members of the administration’
as well, )

In the past the people and the government built material and spiritual assets that
teinforced the program to keep the communist mehace at bay, and even in the most extreme
circumstances  of government jnaction and social discontent -- the fatal combination -~
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it would have taken considerable twe tu produce the crisis that, n less than twa ;oars.

has now developed in the country.

In cantrast, the hsurgent forces are today close ro attaining their long-cherished
objective of complete control of the country. The slide from euphoria to catastrophe was
hastened by the frustration and anger that followed when, in the name of liberation and
reform, the government stified peaceful protest and allowed, some say ordered, the killing
of demonstrators; government employtes were wilhout just cause and in defiance of civil
service rules removed from office; political foes were hounded and humiliated; property
was "sequestered” and the respondents presumed guilty, soldiers were called to account for
violation of human rights in combat operations while insurgents who inflicted torture on
capture soldicrs or killed lthem in ambushes were declared immune f{rom criticism or indict-
ment; media representatives who criticized the government were silenced; and officials and
relatives denounced for unprecedented degrees of corruption were protected by an impenetrable
wall of silence. '

Reacting Too Late

THERE IS NO COMFORT to be found in the government's recent display of anti-communist
feeling because many sece it as calculated to cateh the eye and soothe the nerves of the
administration’s American sponsors. Artifice is specially useful in moments of despair, ang
the Aguino government, alarmed by the nearly successful coup led by Honasan and the growing
discontent, is desperate to keep American patronage for its political and financial security.

it _has not escaped the notice of some, however, that while it seems important to
keep in the good graces of American policy makers, the Aquino administration has also accused
certain “elements” in the U.S. government of having had a hand in the p)énning and launching
of the mutiny. Many Filipinos likewise see that the insurgents reaped an enormous advantage
from the mutiny, especially because the rebel leaders lost no time proclaiming their resolve
ta "exploit" the fragmentation of the armed forces. In their party organ, the "Ang Bayan.”
the communists announced after the August 28 mutiny that they were mounting more attacks
on the armed forces "to take advantage of the disarray within the ranks of the reactionary
forces of the enemy.” That they have followed through is cvidenl; encounters between the
NPA and the armed [orces, according to reports, increased by 140 per cent.
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[t is startling anyhow that the principal tool of the government aganst subversion
has now been used to subvert tf, unless the complaint of the military that the government
has spurned cails to develop an anti-insurgency program is understood to mean that it is
the duty of the armed forces to resist an administration seen as having virtually worked
hand in glove with the communists. If-one retraces the couwrse of the present Philippine
leadership over the past 19 months.’the preeminence of known communists in the upper and
middle levels of government and the opmt‘tunities for rapid growth offered the communist
rebels are road signs that cannot possibly be misread. At the same time, set against the
frequent declarations by the administration and its sponsors that it is devoted to the restora-
tion of democracy and the salekeeping of the people's most prized values, the same s5igns
can be a source of confusion., Many of those who saw a good deal of promise and a world
of good in the new administration now feel thorougly disoriented; while those who have
always been skeptical about the present leaderﬂ\ip see the same signs as a confirmation
of their worst fears.

The Coup Attempt - A Deeper Reason

ONE THING the coup attempts have done, therefoce, is to sharpen the existing lines of division
and expose new fissures, including of course the deep breach in the armed forces that reveals
the hostility in military cunks to the government's spineless anti-insurgency progfam. The
coup attefnpts did not discover the crisis created by the communist insurgency and the feebie
gavernment action againts the rebels inasmuch as the crisis was foreseeable and the govern-
ment's impotence is precisely what the coup atiempts were intended to rectify. What these
attempts may well have done is to discover thal the beliel among some Filipinos and foreig-
ners, especially in the Uni‘ted States, that the communist insurgené,\h can be waved away
as by a magic wand in someone's hand, could after all not last very long. The Henasan
mutiny, for instance, elicited from .no less than the country's vice-president, Salvador laurel,
the verdict that "the country is on fire," clearly putting its second highest official in the
camp of the discontented. A member of Madam Aquino's constitutional convention, Blas
F. Ople, has pronounced the Philippine situation "irreversible,” and says this condition came
about because the administration leads "a hand to mouth exisience, politically and intellectual-

i\' 44

Coming from well-known political leaders, one in the government, the other from
a large sector of the opposition, those statements are singularly ewpressive of the cdgmlr,v's



present condition as it teeters un the edge of disaster. What they don't depict is the darger

to wcrld peace and stability that a communst victory in the Philippine wouwld poce.

Global Stakes - The Importance of the Philippines

THE STRATEGICV VALUE of the Philippines owing to its location has long been recognized,
and accordingly much of the planning and the action in the superpower contest has been
conditivned by the importance of gaining and enlarging access to the archipelago and waters
close by. Until now it has been.possible to keep the struggle for supremacy in the area
beneath the geniality .and trcasonableness that have so far marked the surface of U.S.-Soviet
relations but the striving for strategic advantage is nevertheless sinister and unrelenting.

Both major powers have in fact on occasion given intimations of their rival aims.
Last vear, in Vladivostok, Soviet General Secretary Mikhail Gorbachev spoke of the Russian

government’'s fresh initiatives in Asia. Gorbachev's lengthy speech is memocable chiefly

for ils pronouncement that "the Soviet Union is also an Asian and Pacific country,” which
appearcd to some a significan! rejoinder to America's earlier proclamation that "The Pacific
is an American lake."

The Philippines unquestionably looms  large in these official perceptions, a fact

prefigured by the remark of Alfred T. Mahan several decades ago that the sea and air lanes

jeading from the Pacific, through the South China Sea and the Malacca Strait to the [ndian
Ocean and the Hormuz Strait between the Persian Gulf and the Gulf of Oman, are vital to
global security and economy. The Philippines lies on this route and its sea passages which
Mahan saw as crucial "choke points,” control of which would give a nation priceless advantage
in the unceasing struggle for economic and military dominance. Strategists and some world

leaders have long acknowledged that the Philippines is the most strategically located country

in its part of the worid. For this reason alone, the Philippines would be coveted, as in
fact il is. by the big powers.  As il happens, the country_is also rich source of materials
of strategic value, much of which still lies untapped. '

Siezure of the government by communist inswrgents in the Philippines will trigger
a civil war which in tumn will immediately tear off the veneer of amiability between the
hig powers in this part of the world. Control of the Philippines is too much of a temptation
to resist then, and one of the two options will inevitably have to be made. The two
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Superpouerslrnay choose (o carry out the struggle through rheir surrogates, with the civil
war as their érena, surely on a scale as large as Vietnam's;, or 10 engage each other direclly
in a confrontation that cannot but have worldwide impl'ications. In either case, the prize
is the abilitv to diclate the terms bof passage On the corridor between Cam Ranh Bay and
Zambales, through narrow Philippine channels like Balintang, the Balabac Strait and the San
dernardino Strait, and down through the Malacca, Supda and Sumatra Straits to the Indian
Ocean., where even now thern 18 restless activity by the major powers to achieve naval su-

periority.

Both the American and Soviet governments have indicated by the pattern of their
military preparations in and around Asia that possession points immediately east and west
of Mahan's line is an immutable principle lhat yields to few, if any, others in importance
Rick
Fisher of the Heritage Foundation in the United States actually repeats what had long been

in their respective strategies. When he says that "the Soviet goal in Asia is power.

a platitutde before Corbachev spoke in Vladivostok. The communist victory in the Vietnam

-war added a powerful thrust to the Soviet pursuit of its goal in Asia; it can hardly be

denied that Cam Ranh's facilities, built by the United States to begin with, could, if circum-
stances had - been different, be in American hands now, with so much difference in the
balance of po%r in Asia today. Should be Philippines fall into Communist hands, the sea
lane between this country and Vietnam could be barricaded by the Soviet Navy for its exclu-
sive use. A vital route that links Japan as well as the western coast of the United States
to the Middle East can thus be denied to the rest of the world.

it is not surprising then that the United Stales in various ways has made it known
that it means to keep Clark and Subic bases, notwithstanding an agreement of special relation-
ship between the U.S. and Palau, and official rwnors that Palau will be developed as an -
alternative. That this resolve will stay can hardly be doubted. Through a key officiai, the
United States has already announced that it will fight for its bases in the Philippines.
Indeed, anyone who gives Mahan's map a second glance is not likely to miss the point that

- Palau has no strategic advantage comparable to that of the Philippines, especially if it

is -assumed that with the Philippines in communist hands, Cam Ranh and Subic and therefore
the waters between and around would then be in the service of Soviet strategy.

Both major powers concede the strategic importance of the Philippines.  Refore
its fatl, South Vietnam similarly held the f@erce attention of U.S. and Soviet planners, and

the world has witnessed the intensity of -the contest for possession and control of the coun-

try, even if one participant, ironically the one that ultimatelv copped ihe prize, fought
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the \iefpam War throughout through a surregate. A pnize not less: important awails the
viclor in 4 second encounter and U 1s not likely thal either contestant will voluntardy
gine up the chance to win it.  In recent days, it has been fashionable to depict American
participation :n another such strugsle as measured action in a so-called "low intensity con-
flict." a euphemism coined to sighify careful aveidance of the use of such large units of
1. troops as were pourcd into Vietnam. in the long run, with its inherent dependence
oh “native" manpower and its necessarily protracted nature, a low intensity conflict may
surpass the scale of the Vietnam war in its toll on the endurance and spicit of people and

nations.

This 15 not to say that those committed to the anti-communist struggle in a countey
where a “second Vietnam” may be fought, in this case the Philippines, will hesitate to carry
on the war with their soidiers and cresources alone, unaided by foreign armies. But avoiding

a civil war is an exceedingly more patriotic task than fighting one, and this not the aim

served by awaiting the pleasure of an enemy driven by a passion for violent change. The
present crisis or even a giobal war; the struggle, then, will pot be for Filipinos to decide,

The situation created by the failure to deal a hard blow to the insurgents comes

in the wake of several upheavals in the third world that delivered whole countries into
- communist hands. Whether by design or neglect, this failure to cope with the communist

chalienge, to correct which has been the driving force behind successive altempts at a coup
d'etat. has brought the Philippines very close to the same fate that overtook the governments
of Cuba, Vietnam, Cambodia, Angola, Ehtiopia, Iran, Nicaragua, South Yemen, and Mozambique,
so that the specter of another communist takeover is haunting enough. Yet the change

that looms over the nation does not scem to portend disaster in the judgment of the present

administration: nor, indeed, to some of its Filipino and foreign sponsors who to this day
find its performance in office a continuing object of praise and support. The clapping,
however, can no longer conceal the urgency of taking swift and purposeful action to halt
the advance of th communist forces which have brought a large part of the country to heel
and all but paralyzed the rest with terror, ’ |

The insurgency Coulinues to Grow

EVEN WERE the insurgents to call off further acmed operations and active recruiiment in
exchange for the government's early favors, their gains in membership will continue without



any perceptible slackening. The niomen(um'they have achieved in past months (s sufficientlv
strong lo carry off‘ to theiwr camp (e thousands forced into greater misery by the stagnant
2conemny. The foreign [rade Admunstration of the U.S. Department of Commecrce has seen
.the dismal condition of the economy and reported that the Philippines had a negative growth
of 1% in 1996. The government did not help the situation at all when it virtually encouraged

strikes in the labor sector, driving investments away and forcing shutdowns in industry.

Layoifs in the private and public sectors in the first nine months of the administra-
tion reached at ieast 1.5 million, raising '0 an unprecedented number the country's unemployed
to 2.7 million in Decciber 1986, more than twice the figure, 1.3 mullion, in 1985. Forced
retrenchments and more dismissals took place in 1987; communist influence and urban ter-
rorism have grown, investors are skeptical about the government's f{requent announcements
of coming prosperity; and attempled coups have multiplied. In none of these can one discern
' any prospect that fewer persons will be jobless or despcra(ioh less acute at the end of
1987.

Stagflation and Corrruption

THE UNABATING increase in prices of commodities has likewise been a bonanza (o ‘the commu-
nist cause, as families alrcady impoverished by unemployment grow weary in the struggle
to cope with the weight of inflation, which grew 385 pec cent in 1986 over the 1985 level.
in the first year of the present administration the price of rice rose from Pg,70 to PID OO
a kllo; fisn Irom P16 to P42; chicken from PS5 to P45. The peso has steadily deteriorated,
50 much 50 that the exchange rate today is P22.30 to 31, from P18.60 in 1985 and P20.30
in 1986, This has been accompanied by dwindling support for farmers and mediwh~scale indus-
tries, reversing a revered and fong-standing policy in the past administration. Along with
inflation, these factors have dragged per capita income down to $572 in 1986, f{rom the
1985 levet of $1,400.

Stagnationi and ruin are similarly evident in the affairs and services of the govern-
ment.  Although revenue collection is reported by the government to have increased by about
15.5% in 1986, the budgetary deficit in that year, P27.85 billion, was more than twice the
size of the deficit in 1985 (11.8 billion). Equaily bewildering is the nearly total absence
of physical accomplishments, despite the claim that some Pdl.é billion, 67% more than [98S,
was expended in 1986 for the construction of roads. bridges, ports. and airports and f(or
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olhier capstal outlays.  Instewxd, some of the infrastructure assidously built in the previous
.admiriiétratmn 1s in disrepair, -seme (acilities have nerely been renamed after new heroes,
and no construction that had not been planned, funded or commenced before 1986 nhas been

undertakei.

the variance between stated revenue and visible accomplishment has raised questions.
chiefly the losical one about what useful ends have been served by the money spent for
items the government has chosen not to jdentify. People may be asked to understand, of

course. that these tunvisible items will serve them somehow, at some time; but for the moment

it apparently serves the purposes of the administration to leave them undefined and unex-

plained. In an atmosphere that is pot conducive to scrutiny anywav, one need not reach
f0o vigorousty for answers.

It must be said however that it is the essence of public accountability that a cor-
respondence must be evident af all times between the record of public money and the concrete
resuils of its use. When the previous administration abcuptly ended in February, 1986, it
had in the treasury a total of 26 billion pesos, which included amounts for scheduled projects
in 1986, like payments for workers and producers of sugar in the island of Negros, and earn-
ings for land reform, casino trust {unds, and infrastructure projects throughout the country.
With respect 1o infrastructure, all the funds appropriated in previous years are still visible
today in the form of publié facilities of every variety constructed between 1966 and 1983,
such a3 schoolhouses. irrigation dams and canals, hydroelectric and thecmal plants, roads
and bridges. ports and airports, markets and public buildings.

The Allegation of Misuse of Public Funds

AS TO FUNDS constituting American asistance to the Phijippines, no less than the U.S. General
Accounting Office has certified lo their proper utilization by the past administration. Prompt-
ed repeated charges that these funds had been misused. the GAO, which conducts investigations
for the U.S. Congress. examined all relevant documents and made ocular inspections of projects
financed by US. aid and special project funds. Their report in May, 1986 said in part:
“In the Philippines, wé reviewed selected files and records provided by the AID and, to
allimiled extent, by the GOP; visited ESF project sites; and obtained independent cost analysis
of sclected ECSF construction activities which showed the amounts paid for the facilities

were reasonable...



we reviewed several allegations concerning misuse of U.S. dssistance. None ufl thiese

- could be substantiated (underhining supplied). - We also reviewed documents ex-President

Ferdinand marcos and others had brought with them to the United States. None of these

referred to U.S. assistance.”

There has been an inlense concentration, both in govemment and the media, on
an effort to rewrite history at the expense of personalities in the past administration, and
part of that effort has been not only to conceal the GAQ report from the public but also
to repeat the same allegations that the report had found bascless: One can't help being
ahazéd at the reserve of inventiveness that makes this possible. but it must surely at some
time dawn upon the fair-minded that some private need may have compelled the present

leadership 10 maintain thus campangn of misrepresentation and unremitting accusation.

A Study in Conlrést

IT WOULD be highly entertaining were it not for the very real danger that it has helped

to create. A communist victory is closer today that it could ever be in the past not mqrely
because of the obvious lack of will in the political leadership to subdue the communist
rebelliobn. It is also being heiped along by the failure of the government, despite much
rhetoric and repeated promises. to provide the basic services that no society can do without.
The economy is a shambles. Consequently, no new constructions have been started. Irrigation

service has ceased. The government has made no effort to meet the needs of a growing

population for adequate sources of electric power, for otvderly transport, for better nutrition,
for more classrooms, for greater farm and industrial productivity, for less dependence on
imported oil, for an expanded housing program, and for more medical and rural heaith facili-
ties and services. A responsibility so basi¢c as garbage collection has been neglected even
in Manila, the premier city.

Such neglect must, of course, be shielded from the public view, and this has been
done with both skill and determination. The administration has bhsied itself with large
gestures like abolition of the Batasang Pambansa (parliament); the rewriting of the Constitu-
tion; the election of a new Congress; the dismissal of judges and the appointment of an
entire new judiciary -- all scin}illatinz acts that have left undone ithe tedious and prosaic
job of serving the needs of the puhlic fram day tn day  Inevitably the effervescence spent
itself, and the fear that nothing had been gained from all the fizz began to spread. The
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communist insurgents alone continued to be elated; thev saw, grateflully, thal beneath the
surface of drumbeats and specches poverty was growing and crealing the reseaiment and

despair upon which communism continually feeds.

The sratification from all this that is evident in the ranks of the insurgents has
cerved in turn to f{an the anger and rebellious spirit of significant numbers of offcers and
soldiers in the armed forces and, for that matter, among countless citizenS. |¢ is not surpris-

ing that the country, in the words of its own vice-president, is "on fire.”

This is precisely the condition that the past administration endeavored at overy
step to prevent by means of a program. commenced in its first year, to eradicate the causes
of just grievance and to that extent curtail the growth of the communist movement in the
country. 1he conditions of the country twenty years ago unfortunately showed that communist
propaganda was nol entirely wrong in trumpeting the claim that social injsutice was wide-
spread. If the insurgency that had begun long before that was not to move forward and
engage the armed forces in a life-or-death struggle as it does today, the administration
beginning tn 1966 had to rouse govermmnent from the easygoing attitud_e that had over many
vears permitted the growth of inequitable conditions in societly. The programs between
1906 and 1985 were premised on the axiom that communism can flourish only in a climate
of sustained injustice.

The energies of government consequentiy took on a new focus in education, health,
agriculture and public services.

In 1965 the Philippine literacy rate was 65%. This went up>to 2% in 1972 and

.o 93% in 1985, one of the highest literacy rates in the world. This was achieved through

government support to education by ways of subsidies to private_ schools and the construction
of more than 100,000 public school buildings.

[n 1965 the calorie intake (as a percent of requirement) per capita was one of
the lowest in Asia and the developed world. In 1972 per capita calorie intake was>88%,
enabling the Philippines to overtake Thailand, Indonesia and Bangladesh. By 1985, with 99.6%,
we had overtaken Taiwan and Hongkong. ’

A land reform program was undertaken for the first time in the Philippines on October
21, 1972, Between then and 1985, 657,623 lessee-farmers became landowmers an'd some 533,808
tcngnt-farmers converted into leasehold, a total of 1,191,431 flarmers bencfitted by Jand
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reform. i'ﬁe program, covering more than a miliion -hectares of rice and corn lands in 199>,
crovided farm subsidies and wrcigation [acilities to  ensure production during the dry months

of January and May. In 1965 some 571,375 hectares of land were under irrigation; in 1985,
some |.300,000 hectares werc. ‘

some 161,000 Kilometers of roads built between 1966 and 1985 gave the Philippines
one of the most modern road systems in East Asia, complemented by a large number of bridges
and ports all over the country.

The FPhilippines in 1965 imported 100% of her oil requiréments. In 1985 our oil
dependence was reduced 1o 50% with the construciton of hydro, dendro and geothermal plants.
Today the Philippines ranks second to United States in geothermal energy utilization. In
1965 only 6% of the towns and cities had access to electrical cnergy; some 92% had been
energized by 1985, ‘

Covernment public spending, by priming the economy, enabled the Philippines to

withstand the oil shocks of 1974 and 1981 that wrecked the economies of some other nations.

Hand in hand with public services, military action was taken whenever this was
dictated by acts of terrorism resorted to by the insurgents in a desperate attempt to compen~

sate for the failure to make a propaganda breakthrough on account of the government's
extensive social action.

Although all that effort in the social and economic fields is etched on every facility
and project, from infrastructure still serving the country today to new institutions and agen-

cies, the present administration has chosen, as though that were possible, to expunge it

from public consciousness. The 20-year cecord of inf{rastructure building and other social

and economic measures does notof course fit into the picture of squalor drawn by the present
government to dramatize, in its cuphoric first days, the claim that the communist insurgency
was nourished by the inaction of the previous administration.

The otherwise squashy assertion
that "as soon as Marcos is gone most of

(the communist insurgents) will come down from
the hills,” was cleverly crafted to substantiate that claim, but it may instead have served
to describe the exodus of the NPA to the towns and cities today to feast upon the cocdiality

of the npew administration. In any case, the advertising line has succeeded in sounding

like a requiem not for the man it has endlesslv maligned but for the program he pursued
to hold back the communist insurgency. ' '
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The Mititary Challenge and the tHusion of the Aquino Government

1HIS HAS RECOME increasinglv apparent in the strong effort exerted by the military o high-
Light, by means of successive coup attempts, the failure of the present administration's
anti-communist "program.” {t is an effort that daily seems to grow in terms of military
capability and public support. Both the mutinous conduct of the armed forces. ara the public
sentiment in support of the latest coup attempt belie the administration’s claim thar it
bas unitied the Filipino people. [t is a claim calculated to summarize the enormous change
that is supposed 10 have taken place in the country, constantly pictured in the media as
having been despoiled and riven in the preceding twenty years. . The claim rests on the
other illusion that democracy reigns at last in the country, unifying the people as they
had ever been before under a lcadership to which the amazing Cardinal Jaime Sin has more

than once attributed divine qualities. The crisis in the country today in no way opens a
window o Lhis awesome vista.

Like the communist challenge to government authority, the military challenge has
grown in érrength and appacently in its ability to seize power. The communist insurgency
has over the past months gained more civilian support and combat power, an increase in
the capacity to succeed which it has arrogantly displayed in more and more towns and cities.
The armed forces rebeilion has likewise accelerated over the same period, mounting a series
of other attempted coups that altogether portend more powerful challienges. The sgrowth
in the power and the determination of the two forces threatening to overthrow the government
(5 the best evidenced that national unity has suffered rather than been enhanced.

It is increase in the chances of a communist victory and the consequent death of
democracy, however, that many perceive as the most grievous problé’m bred by the events
of the past vear and a half. but ironically those who would suffer most visibly from the
passing of the government into communist hands and condemn it inost vocally have given
the most consistent and methodical assistance (o the present leadership in the Philippines.
Having sponsored and overseen the installation of the new administration, the media and
a powerful sector of the U.S. government saw fit to shower it with plaudits even while
it became increasingly evident that owing to the government's irresolute response to the
insurgency problem, the communists were moving swiftly to claim the truimph thoroughly
denied them in previous Vears. The new government was heraided as the avenging angel
alighting on a wretched nation to restore happiness and democracy. but obviously this encomiua

does not match the picture of itself that has etcrged from its relations with the
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communist leaders. [t js unthinkable (hat. its sponsors could fatl to sge this. yel their en-

dorsement of its competence dand intentions inviles no other conclusion than that indecd

its friendly reiatiens with the insurgents have gone unperceived.

Rhetoric versus Reality

[t 1S CRUCIAL to the Filipino people and to the free world that the gap between the rhetoric
and the performance -of the present administration be recognized now, for the contradiction
between appearance and realily raises the issue that must be resolved at once -- the survival
or fall of democracy in the Philippines; At the outset 1 said that civil war was certain
1o foliow if the seizure of the government by the communists takes place or comes within.
easy reach. | am confident that this is so because there is a strong segment in Filipino
society that is contemptuous of the communist doctrine that the people's deliverance frum
poverty and injustice is to be achieved only by means of an abrupt and violent change.
Ag the standard bearer of democracy, this segment will be forced to desert its commitment
to a peaceful revolution and apply itsell instead to the inescapable task of ensuring ils
survival by any means. It was to forestall this social inferno that the communist challenge
was confronted under the past administration with the implements of democracy, a variety
of economic and community welfare measures that would build up immunity to communist
pretensions by destroying the roots of social inequity and discontent. Then as now. the
struggle to preserve democracy required more exection than orations and tejevised prayers.

Vexed now by the consequences of un incomprehensible policy and aggrieved by
signs of waning popularity, Madam Aquino recently sought to electrify the nation anew with
the edifying promise that "henceforth | shall rule directly as President.” Tje evidence that
the conduct of government indeed did not bear the stamp of her personality and wisdom
was visible in all areas of the national iife. ller stated resolve to change that regrettable
situation, while worthy of acclaim, has aiso prompted others to ask who. then, ruled as
President through all the months since her swift ascent to her exalted office. The puzzle
need not be unraveled immediately, for the resuits of a non-performing presidency summon
us all to address all our energies to the problems that it created.
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Urawing the Superpowers {o an imeunent Conflict

ON THE LARGER scale of superpower relations, 1t 1s equally important that the 'rue position
»f the Philippine zovernment on the problem of communist insurgen(;'y be understood now,
because as | pointed out earlier, both the United States and the Soviet iUnion may find a
civil” war ensuing f{rom the present crisis an irresistible temptation to particibate apaply

in the conflict. Military intervention may ot be avoided on account of the great stakes

Cinvelved, surely greater than the interests that tgnited the Vietnam war because of the

respective claims the major powers accumulated before and since at the western edge of
the Pacific. Such intervention is furthermore not unlikely despite our fervent wishes becausc
of existing models of superpower intervention in other parts of the world, iike Afghanistan

and Grenada.

[t is quite true, on the otherhand. that the United States for its part may choose,
as the (ashionable doctrine of low-intensity conflict suggests, to avoid a massive deployment
of its troops on foreign svil and instead seek other solutions. For President Richard Sixonr.
for one. has echoed 3merica’s "new isolationists” with the advice that 'nobodv wants another
Vietnam" and that "we should limit our role to foreigh aid programs and diplomatic initia-
tives." How pervasive his thinking is on the higher levels of the American governinent is
open to speculation, but one may remind himself that neo-isolationism has not prevenled
the U.S. government {rom mdintaining ils Nicarugu;.;n policy x\om'ithstanding the recent [ive-
naticn peace initiative in Central America. In any case, a civil war in the Philippines erupt-
ing on account of an actual or approaching communist seizure of government poses a greater
problem to the United States and to democracy than the present situation in Nicaragua.
The US. and the rest of the froe world cannol be expected to sit on their hands and watch
Asian countries fall, possibly one alter the other, under communist conttol in the wake
of a communist victory in the Philippines. Such a spectacle is foreseen by Dr. John Whitehall
of Australia.  "A nexus of pro-Soviet Philippines and Vietnam," Whitehall writes, "would
put intclerable pressure on surrounding government by means of revitalized local revolutionary
movements, It s likely, for instance, that Thailand would be affected within a short time.
The Philippines is physically close to Indonesia and the smuggling of weapons into that country
would present little problem.”

Faced with a situation like that, the United States may see no other recourse than
the use of military power, with its grave implications for world peace and the fate of demo-
cracy. Intervention of this nature may be inevituble at thar point, ye! that point need



Aot be reached had it buen understood in time that the conduct of the present government
zave the communist side of the sttuggle the strength and the opportunity it had long needed
to i in the Philippines and thus provide the springboard for conflict on a larger scale.
C The time for dangerous international engagement need not come, provided it is recognized
before the crisis becomes truly irrevocsible that the guvernment touted as the savior of

democracy ™ in the Philippines has itself lit the flames to consume it.

But perhaps, the greatest of all ironies is the fact the insurgency mcovement in -
the Phitippines could not have grown so radically fast within the last twenty months without
the assistance of America. For doesn't the apswer Seem to be that we must now admit
that the United States is funding communism in the Philippines. This assertion is not un-
founded because incontrovertible evidences show that it was government money that was
used in the training of a ten thousand man "Yellow Army" in the Hacienda Luisita of Madame
Aquino.  Moreover, it was goverrinent money that was used to procure arms f{or the yellow
army although some may have come from the private arsenal of the Cojuangeos. A further
insult has been injected to the pgreat military tradition of the Philippines with the inclusion
into its rosters of Aquino's private force, the vellow army.

It is possible then that the present administration has. been so naive, so impossible
to teach, that even the simple principles lead to only one thing. And that is, that the
American government has actually been’ financing, supplying and strengthening the Communist
Party of the Philippines. And this has been done so with the casual. although sanctimonious
participation of the leader of the present administration. The Filipino people must now
simply stand their ground and declare that they have suffered enough. Many of our countryvmen
have been killed and many of our soldiers have been degraded. We have been deceived
enough!

The Consequences of a Communist Victory

A COMMUNIST VICTORY in the present crisis would lay to waste the foundation of social
and cconomic uplift that had been painstakingly built in the years past. The scene for
its destruction has indeed been set already by (he growing power of the insurgent army,
bv the fury and restiessness of discontented elements in the armed forces, and by the increas-
ing neglect of public services by the government. In 1966, the past administration commenced
a program of modernization that in twenly years, despite ils imperfections, produced more
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topls against poverty.. Uitteracy, disease, insecur_ity and nequality for the Filipino peoepie
than ail the jears of Spanish and \merican occupation and the three docades that foilowed.
\ wast nelwork of roadsiy thousands of -new schoolhouses; medical services without precedent
in Kind ;;nd quantity; vacied sources-of electric power; vast areas grown more productive;
o0 exlensive housing program; and cultural facilities -- aodmittedly inadequate to satisfy
all the requiremnt of a long deprived and fast growing population, these nevertheless embo-
died the keen resoive of the government to etevate society and put it bevond the clutches
of cémmunism. whose unceasing objective is to convert poverty and inequily into dramatic
opportunities for the conquest of communities and nations. Today many of the safeguards
buil{ earlier against pbverty and ineguity are the organized object of ridicule, roadbuilding
has ceased and social programs discontinued, and communist recruiters are rushing mecrily
into the Qacuum 1o accomplish the swift revolutionary change that communism promises.

Concluding Thoughts

THE REVOLUTIONARY CHANGE that, as President, | endeavored to achieve needed democracy
to provide suitable climate. 1t is this climate that will be lost to the nation if the present
crisis is npot reselved on the side of demugrucy. It was my "figthing faith,” as | expressed
it in my book, "loday's Revolution: Democracy,” that owr realization of the common peril,
our complete understanding of our national condition, will unite us in a democratic revolu-

Ction," The betief that democracy is the revolution propelied the programs with which, as

a deéveloping nation, we strived to compress in as few years as possible the centuries-long
modernization process that brought the western world o its present stability and eminence.
Properly understood. demecracy is a hard taskmaster that considers growth a national as
well as a personal obligation, for otherwise a country is condemned to suffer continuing
underdevelopment and frustration, a permanently unreached potential -- in essence, the
communist condition.

sae preseny CTISIS therefore threatens to cemove the chief source of our people's
hope for authentic change -- their own unity. Filipinos have throughout their history always
relied on a sense of solidarity to overcome their problems, including the problem of survival.
The 18906 revolution derived its power and endurance from this source. tinity enabled people,
though humiliated and beleaguered, to live with pride and honor through Ithe Japanese occupa-
tion. In 1950 and again in 1972, Filipinos acting in unison lhwarted the earlier attempts

of communist insurgents to overthrow the government. The gravest problem of the moment
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Res. No, 798

* Republic of the Philippiues
Jirst Batasung Pumbansx

Jient Besslon

and held tn Quescn City, Metropolilan Monla, om
onday, the twenly-third day ol July, alnetesn hundred
ad elghtp-fons

RESOLUTION NoO. 38

RESOLUTION PROCLAIMING FERDINAND E. MARCOS
AND ARTURO M. TOLENTINO AS THE DULY
ELECTED PRESIDENT AND VICE-PRESIDENT OF
THE PHILIPPINES, RESPECTIVELY

WHEREAS, in pursuance of the provisions of the
Constitution, as amended, and of Batas Pambansa Blg, 881,
the Speaker, assisted by the Board of Tellers, has canvassed
the returns and publicly counted the votes cast at the election
for the offices of the President and Vice-President of the
- Philippines held last February 7, 1986, and has found
that FERDINAND E. MARCOS and ARTURO M.
TOLENTINO have received the highest number of votes for
the offices of President and Vice-President, respectively: Now,
therefore, be it

P el b=



2

Resolved by the Batasang Pambansa, By virtue of the
result of the canvass of eiection retums of the election held
on February 7, 1986, to proclaim, as it hereby proclaims,
FERDINAND E. MARCOS as the duly elected President
o! the Philippines, and ARTURO M. TOLENTINO as the
duly elected Vice-President of the Philippines,

Adopted,

NICANOR E. YRIGUEZ
Speaker

This Resolution was adopted by the First Batasang
Pambansa on February 15, 1986.

elary-Ceneral
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I do solemnly swear that I will faithfully and
conscientiously fulfill my dutiesas —__

sz _of the

Philippines, preserve and defend its Constitution, -

execute its laws, do justice to every man and consecrate
myself to the service of the Na

So help me God.
B
Residence Certificate No. A
Issued at __cHamite:
ed & E,_286

Issued on — W

Signed and sworn before me this __z#. __ day of

o &/ £t $ iy '/ ’ .

Tihasasy , 107 JAD. in ¢ Fanit..

1

Stamp A _%Vl«(m: "(\. @W-w-o

] -~ -
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25 FEBRUARY 1986

S I_R : _

THE DUYTY DFFICER OF THE U.S. EMBASSY CALLED UP TO
RELAY A MLSSAGL FROM AMBASSADOR STEPHEN BOSHWORTH STATING
THAT THE AMERILAN EMBASSY 1S MONITORING THE SITUATION IN
THE CCUNTRY, PARTICULARLY THE RECENY SHODTING INTEDONT AT
NAGTAHAN AT ABOUT MIDNIGHT (FEB, 25). |

ACCORDING TO THE SAME DUTY DFFICER, YHE AMBASSADUK
ALSD SA1D THAT THE WRITE MOUSE IS CONCERNED OVER VIOLENT
INCIDENTS TRIGGERCD BY THE TENSE POLITICAL SITUATION IN THE
PHILIPPINES AND THAT SHOULD MASSIVE VIOLENCE CONTINUE THE
U.S. MARINES STATIONED MERE MAY BE FIELDED OUT TO PREVENT

A SLAUGHTER. '
WE ARE WONDERING WHY THE AMBASSADOR SHOULD COURSE HIS

MESSAGE TO THE GOVERMMENY THROQUGH A MINOR FUNCTIONARY WHD
RELAYED TH1S MESSAGE TO DUR DFFICE AND NDT THROUGK PROPER -

DIPLOMATIC CHANNELS IN ACLCORDANCE WITH PROTOCOL.

CALIRTO FERNANDEZ
Exschtive Edijor
Cantral tditoria) Dask
Presidaential Press Staff

MED!A AFFAIRS

- OFFICE OF
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(Y
éiytfl



i
"
[
l

[ AD3
N

¢ reoruary 1684
Mis tacellency
Ferainand £. Marcos

Uear terdinand,

Rareiy 1s & netional leader called upon to make a single decision as
cruciail to the future of his country as the one which you reached yesterday..
I believe that you have chosen wisely and that your decision, although
encompassing considerable perscnal sacrifice, reflects your deep concern for
the safaty, welfare and security of the Filipino people.

From yvour days as a deccrated patriot in World War I] until the present
moment, vou have shown yourself to be a brave and courageous leader. VYou
have been a good friend of the United States and the Tree world, through
thick an? thin, end we do not readily forget our friencs. You have been a
strong believer in the alliance between the United States and the Philip-
pines.

In your departure Trom power, you have demonstrated the very same
remarkable courage and determination--you have chosen peace over confronta-
tion, and democracy over anarchy. 1 believe that after all is said and
dong, your countrymen will remember you for this deed above all others.

Stncerely,

Ronald Reagan
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25 February 1986

Over the last several days, you have demonstrated a courage and re-
straint that prove beyond doubt the depth of your love of your country and
your seénse of honor.

A choice of enormous magnitude for the future of the Filipino people lay
in your hands. You have chosen wisely, and I want you to know that | deeply
respect that decision. »

In your long years as president, you have proven yourself to be a
staunch friend and ally of the United States. Your commitment to reason and
your decision to avoid violence and bloodshed does us all honor, and will be
remembered by both the American and Filipino people as an act of patriotism.

Sincerely yours,

George P, Shultz
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THE WHITE HOUSE

WASHINGTON

February 26, 1986

Dear Mt., Becretary:

The President has designated Ferdinand Marcos as a
distinguished foreigr visitor to the United States and
&ccordingly, pursuant to 18 U,8,.C., 30%6 {a), you are hereby
directed to provide United States Secret Service protection
to him commencing immediately and to continue for no more
than thirty days.

Sincerely,

Py N

Donald T, Regan
Chief of staff to the
Presidant of the United Biates

The Honorable James A, Baker, I1I
Secretary of the Treasury
Washington, DC 20220

11
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ne HMonoratle Edward M. Kennedy
U 1ted States Senate

L2ar Senator Kennedy:

In resoonse to your November 7, 1985 letter, we have
examined the acccuntability and control over U.S, assistance
Given to the Philippines since 1978, This report discusses
eccnomic assistance. We are providing you a separate repor:s on
military aesistance used to purchase U.S, defense articles,
trsining, and relaced services, :

Sectweern {iscel veers 1978 and 1985, the United States made
availadle to the Philippines almost $1.3 billion in Economic
Support Fund (ESF), Development Assistance (DA}, Public Law 480
food aid, and military assistance. The Agency for International
Development (AID) monitors ESF and DA project activities, the
related expenditures, and food aid.

v In recent years, the bulk of developmenterelated assistance
has been provided through the EISF proaram under which the United
Str2tes peariodically transfers U.5, dollard to the Treasury of
tne goverament of wne Philippines (GOP). The dollar transfers
zgre nct w123 to any specific purpcse but may be uvused for
rezaying wne Ph'lxrpines' foreign debt ot fxnancxng imported

conds or sarvices or for other purposes, When the U.S5, funds,
are transferrved, the GOPFP deposits an equivalent amount of {ts
curtency in separate special accounts to fund agreede~upon
*nonproject” and "project” development activities, Wonprojec:
assistance is to be used as the GOP's contribution to a selected
grovp of world Bank, Asian Developmen: Bank, and DA projects.
Froiecs assiscance, or the other hand, is used to fund
deveiopment activities, such as cons:iruction of schools and
toads, which can be direcrly attributed to the ESF progranm,

NQO COHUTROL OVE®
©.%. DOLLAF TrFANSFZIPRS

wne di1sposition or use of ESF doller

We @d:;¢ now determing
transfers ($£226.6 million as of Fex, 28, 198€) because the funds
were commipsled wiin other regeigis 1n a general fund ol the GOF
Treasury,  In neezimz with L1LE deaﬂlopm..,h pricricies angd es
asreed witr tnhne 3OF, RID moniteTs only the idzal currenty
exzendiiures assofiated wiih the w _)emen:a:xon of tne EST
Trojects,
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£ funds our of the Philippines pighlights questions
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srectly to the recipients' bank accounts where they
were commingled with funds from other sources. The Congcess
subsecoently legislated that in one of these countries, El
Salvador, a sepavdte account be established fcr such transfers,
Proceeds from the account are used to import eligible qoods and
services {rom the Unized States and other designated sources,
AlD subseguently reviews disbursements. from the account for
eligibility. The account must be reimbursed for any ineligible
Furchases. While the process provides a semblance of control,
it Coes not preclude using ESF assistance to replace U.8,
dollars from other sources, which could then be misused or
cdiverted,

n e -
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Qur previous reviews of ESF programs, particularly the
T2Dp0rc ¢on three Central American courtries, also raised
Guestions abdut the degree of control whizh is practical
considering U.S5. economic, political, and security objectives in
a parzicular country. 1In the Philippines, for example, the ESF
program was initiated to ensure continued U.S. access to Subic
Neval Base, Clark Rir Base, and other military facilities,

we belleve these guestions about accountability and
¢entroi, and whe reiationsikipy to other U.S5. objec:tives remain
valisd, ’
NWONEROSEZIT RELISTANCE TS NOT CLQSETLY MOKNITORED

The United States has provided $92.5 million in ESF dollars
£or nonproject assistance~-$47,5 million was transferred in*
December 13964 and 5§45 million in December 1985. Upon receipt,
the GOP dedosited an eguivalent amount of its currency in a
epecial account for nonproject assistance. The eguivalent of
initial $47.5 million was sransferved te the 'GOP general
2s acveed, af-evr AID approved the aztivities to receijve

P
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ig type of assiszance, According to AID the eguivalent of

1.2 millior of that transfer has beer dispurseé from the

neral fund for agreec-upon honproject sctivities, The
remaining esuivalent of §$3€.3 million should still be on deposit
in the censral fuyné, commingled wiin other GOF receipts. The
ezzivaient of zhe seconi transfer was reporzed by AID to still
ne or de=s5sic it & speciel aceount., Tne Agency does not review,
ascrove cr aszoun: for fimal expenditures OY reconcile account
mi.ances w.o- sany records ané reposted transfers, At the time
¢! our fizifwsry, ine 537 deslined w2 zive us & detnalied

Al
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accoernting ©f tne expended and unexpende? funds., AIL relies
mainiy ©n guarteriy GOP reports on the dispesition ©f nonprolect
assistance leocal cuvrency. We could not independently verify
the expendad and unexpenéed balances, bacayse of tha change of
government neer the end of our fieldwork., We are continuing our

efforcts 0 confirm the balances and will report the results to
yCd4 as soon as possible.

It should be noted that AID transferred the additional
$4¢5 million in December 1985, although only the eguivalent of
$11.2 million of <he initial $47.% million had reportedly been
used, According to AlD, the GOP neeced the additional funds to

mest International Monetary Fund {(IMF) guidelines for continued
ascsistance from that organization.

e QF LOCAL CURPENMCY PROJECT ASSISTANC

Unlike the U.S. deollar transfers, which are commingled with
other funds, and ESF nonproject assistance, which requires only
quarterly reports and is not closely monitored, AID must concur
1n all requests for local currency disbursements of ESF project
assistance before the funds can be withdrawn from the special
accounts, Concurrence is based on compliance with project
agreements, inspections, and progress reports. All documents
were properly reviewed and aoproved and reimbursements
processed for three construction projects we examined in detail,

As of{ February 28, 1986, the GOP had disbursed an
eguivalens of §111.9 million of the $134,1 million for project
gssistance, leaving an unexpended Dalance of the eguivalent of
$§22.2 millien,

oTEZE vLe, AanD MULTILATCFRAL ASSISTANCE

Established procedures Qovern monitoring of DA project
expenditures and food assistance. Prior GAO and AID .
Inspector General reports generally were intended to evalvate
the management of U.S5. development assistance to the Philippines
and didé not focus on misuse of that assistance. Two AID
reporss, however, did disclose tha:t funds had not been used for
intended purposes.

The principal multilateral ovcanizations, of which the
Unized Stazes it a member, have mace about §7.1 billion in
assistance available to the Philippines between 1978 and 1985,
These orcanizations have several mechanisms to account for and
cortrol assistance. However, we 416 not test these systeme in
operation because we have ne audit avthority to examine the
operaziong o5 tness organizations.,

L PN ]
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Y QFFICIAL
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t ol this report was reviewed by AID's missaon in

2 miszion stated that it was 1n broad agreement waith
and noted that we fourd no evidence of diversions of
U.5. eccnoric assistance to the Philippines. It generally
agreed, however, that the report raises concerns about whether
the agency’'s requivements for oversicht are "optimal® where
there 1s ihe potential for officially sanctioned diversions and
misuses of public resources, and that commingling of financial
resources cefeats control and tracking systems. The mission
said that in the Philippinmes, AID is in tnhe difficult position
of balancing its responsibility to account for and control
expenditures of economic assistance against (1) U.S. foreign
policy interests, (2) the GOP's view that ESF assistance is
compensation for allowing continued U.S. access to air and naval
facilities, and (3) U.S. economic and development objectives,
The missicn stated that there atre risks associated with working
in such an eavironment, and there are no proven technigues for
fully eliminating such riegks., While we agree, we believe the
visks of diversions and misuses should be minimized to the
extent possible. The mission stated tha: {t is initiating
checks of the guarterly reports on nonprcject assistance,
including the eguivalent of $11.2 million which has been .
expended., We believe this positive step should, at a minimum,
include sufficient verificazion to assure that the funds were
cisbursed fcr the intended purposes, : :

HMenilea.
the regors

~ L -y

We alsc ciscussed the draft of this report with State
Deparcment andéd AID officials in Washington. All comments were
inccrporated wnare zppreopriate.

Cz zZlTIVES, SCOFE

, AND METHODOLOGY

Our principle objectives were to idensify (1) amounts and
purposes of economic and other nonmilitary assistance the United
States gave the Philiponines between 1978 and 1965,  (2)
diversions of funds for unintended purvoses, an¢ {3) control and
menitoring mechanisms for the assistance, We conducsted our
review in two ohases, During Novender ané pecemder 1923, we did
preliminarzy work in Washinszon and the Philippineslto ascertain
the extent we could respond to your concerns. .puring January
ané February 1986, we returned to the Pnilippines o continue
our evaluation. buring bosh visits, oar abilisy to obtain

[ 4
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‘' We also intetviewed Statq oepactment.and-AID oEEchal& P
Washznthnwand Manila.~~TA"the Philippinas, we reviewed selected _ — -——-—
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the GOP) vislted ESPF project-attesy and—oBtained-lndependenL B et
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ta U,5. assistance.. . .- - e e

We conductad thiz ceview in. accordance with qenetally o -
accepted governaent auditing etandarda. ‘

Details of our findings ara coatained in appendixes [ to =~ 7
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GUERPS  FROM TE 6-4.0. REPORT OF Liny s

Page 21, first paragraph:

Financial and'administrative5con§rols were adeqguate to
ansure that ESF local cutrency disbursements for project
activities were justified. Our limited review of selected
financial transactions showed approved amounts Had been

disbursed and received by contractors.

Page 24, last paragraph: ' /

During his Dolitical campaign, ex-President Marcos
referred to nunerous &evelopment activities which would
be funded with ESF resources. In mid-January,/AID's
field engineers noted that construction of schwols and
markets at numerdus gites had begun. None of the projects,
however, were approved by AID. Furthermore, mrmal bid-
ding procedures were not followed in many instinces and

price exceeded cost estimates.

Page 25, first paragraph:
!

There was no indication of withdrawals fronithe accounts
for unauthorized construction activities. Evidently, the

funds came from other GOP resouxces. }
Secqnd paragraph:

We received several allegations concerning ﬁe nmisuse of
U.S. assistance, such as incomplete or nonexisﬁnt facili-

ties, overcharges and substandard constructios We inter-

12

{
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»viewéd‘the individuals making the allegations and tfied to
document iﬁs:ances of abuse. We could not substantiate the
cﬁarges; One allegation centered on a particular region. |
We planhed to visit AID projects there.but were precluded
because of travel restrictions imposed by the U.S5. embassy
for security reas§ns. As an alternative, howeQer, we spoke
with AID's engineer responsible for the area and reviewed

" AID inspection reports. We found thaé‘the projects were
visited regularly and construction was reported as progressing.
The same person related ihstanqes of substandard construction
of a major highway linking the region to the Manila area.

AID did not fund that major highway project in the Philippines.

Page 25, paragraph 3:

We also received an allegation that cost estimates for
ESF projects were substantially %nflated and that contractors
and GOP officials were profiting from the practice. We en-
 gaged the services of a consultant familiar with construction
activities in the Philippines, . . . The consultant reported
that documents related to the market showed

“; . . there was no evidence’of misdirected wrongdoing or
hisinformation on this project.” ‘
Regarding the road- 'project, the consultant reported:
| ". . . we did not determine a misrepresentation of over-

all costs nor does it appear to have taken place from infor-

mation provided. The overall total price appears within



appeared reasonable, ) ;

reason given the scope of the work."

Page 26
A

Regarding the school pfoject, the conegultant”s report stated:
", . . the project appears reasonable for the total
pkoject effort being provided."
In summary, the consultant did not determine any'major
difficulties with procurement procedures or with diversion
or misappropriation of funds for the three pfojects analyzed,

i

Also the Secretariat's cost estimates and cowtractors' bids

Page 28, paragraph 2 { l

U.S. assistance. |

Page 30, last paragraph: } .

‘None of the officials of the multilatenl organizations

we spoke with wexe aware of diversions ofLssistance.
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THE DECISION QOF THIE UNITED STATES COURT OF APPLALS FOR TIHE

4

MINTUH CIPCUIT 1IN DIGEGT FORM

The following points in digest form are the findings of

the U.s. Ninth Circuit Court of Appeals: . €

(1) The Filipino revolutionary government of-Madame Corazon
Aquino "provides no direct evidence to support" its litany
of offenses alleged to have been commited byVMr.»Marcos. The
only knbwledge of "these "facts" comes from "countless news=-
paper and firsthand [hearsay] accounts” relating them." ([p. 17]

The Aquino government claims that "practically everything
the Marcoses own must have beén stolen and therefore bhelonygs
to the Philippines." It alleges throﬁgh a sworn statement of
its representative, Rafael Fernando, that there were "bribes,
kickbacks, interests in business ventures, andjother things
of value in exchange for the grant of government favors,
contracts, licenses, franchises, loans" and at the same time
"expropriating outright pfiVate property for the benefit of
persons beholden to or fronting for Mr. Marcos, the said expro-
priation heing at times effected by violence or the threat of
violence orvincarceration" and the "direct raiding of the
public treasury." [p. 17, 2nd par.]

The Court answering this claim iséued the ruling that
"Mr. Fernando provides no direct evidence to support-this
litany of offenses;vhisvonly knowledge of these "facts" comes
ffom "countleés newspaper and firsthand‘[hearéay] accounts™

relating them."v[IbidJ



(2) The Court, citing the case of ilalch v. Baez, 7 dun. 600,
vruled that "the fact that the defendant has ceased to he
president does not destroy his immunity. “That springs from
the capacity in which the acts were done, and protects the

individual who did them, because they emanated from a foreign

and friendly government." [p. 29, last par.])

(3) The Court concluded that the heart of the case was the
assertion of the plaintiff Agquino government and the district

court's assumption that all of the Marcoses wealth must have

been stolcen.

It ¢oncluded that the claim and the cause of action of the
Aquino government is dismissed under the act of state and
political question doctrines. Under either of these doctrines,
the plaintiff Aquino government's claim collapses and with it,
its probability of success on the merité. Quoting the case of

Underhill v, liernandez, 168 U,S. 250, 252 (1897), under the

act of state}doctrinez "Every sovreign state is bound to res-
pect the indepcndence of every other sovreign state, and the

courts of one country will not sit in judgement on the acts of
the government of another done within its ownrterritory, See

also Hatch v, Baez, 7 Hun, 596, 599 (N.Y. App. Div, 1876) (by

the universél comity of nations and the established rules of
international law, the courts of one count:y are bound to ab-
stain-from sitting in judgement on the acts of another govern-
ment done within its own territory)." (p. 19, lst par.]

The case brought by the Aquino government "implicates the

act of state dectrine in its most fundamental sense. 1In order



to resolve its various claims against Marcos, the Court will

have to adjudicate whether Marcos’' actions as Président werae
lawful under Philippine law. A number of acts which its chal-
lenges are purely governmental ones. These were not merely the
acts of Ferdinand Marcos, private citizen, while he happened to
be Presideﬁt; they were an exercise of his authority as the
country's head of state, and aé such, were the sovreign acts

of the Philippines." (p. 20, 1st par.]

{(4) As to the plaintiff Aquino government's allegation that

the act of state doctrine is inapplicable because Marcos' acts

" were ultra vires and not public acts undertaken in the exercise

of governmental authority, and that Marcos' actions were not
the sovreiygn acts of the Philippines because they were not
authorized by Philippine law, the Court in rejecting this argu-

ment, citing the case of Banco de Espana v. Federal Reserve

Bank, il4 F.2d 438 (24 Cir. 1940), stressed that "so long as

the act is the act of the foreign sovreign, it matters not how

greossly the squeign had transgressed its own laws. By a "gov-

ernmental act" is meant no more than a step physically taken

by persons capable of exerciéing the sovreign authority of the

foreign nation. The officials of the then-recognized Spanish

government possessed such authority. If they purported to act

in their official capaéity, that physical fact precludes us

from examining the validity of their acts under local law.” (p.24—26
The Court also stressed that "as plaintiff admits, Mr.

Marcos was the country's ruler for some twoe decades. He clearly

was 'tapable of exercising the sovreign authority” of the Phil-



ippines during that time. In Undexhill v. Fernando, the court

noted that the act of state doctrine ”lcannot] be éonfined to
lawful or recognized governments . . . . The immunity of indi-
viduals from suits brought in foreign tribunals for acts done
within their own states, in the exercise of governmental auth-
ority, whether as civil officers or as military commanders,
must necessarily extend to the agents of governments ruling by
paramount fgrce as a matter of fact." ThiswwOuld seem to apply

a_fortiori to Mr. Marcos, who was the recognized head of the

Philippine government throughout the relevant period.” [p. 26, ist par

fS) In answer to the allegation of the Aquino government that
the act of state doctrine does not apply because the acts 1in
question were not in the "public interests" of the Philippines,
the Court noted that "not everything a public official doés 18
an official act; to the extent Mr. Marces engaged in actions
as a private citizen, he is subject to suit like anyone else.
Thus, 1f he entered the public treasury at gunpoint and walked
out with money or property belonging to the Phiiippines, he
would not be protected by the act of state dqctrine. However,
if he gained access to the public monies by statute, decree,
resolution or order, or some other "governmental act" as Pre-
sident, the act of state dqctrine would be triggered. Once
the acts in question are identified as governmental in charac-
ter, our courts.havé uniformly refuscd to question the integ-
rity or nobility of the reasons underlying them. "Such inqui-

ries by this court into the authenticity and motivation of the

acts of foreign sovreigns would be the very sources of diplo-



matic friction and complication that the act of state ductrine

aims to avert." Occidental Petrol Corp. v. Buttes Gas & Oil

€o., 331 F.Supp. 92, 110 (C.D. Cal. 1371). That one of.the
motives behind a particular governmental act may have been
selfish, or that it was intended to serve otherwise improper
ends, does not make that act any léss a pronouncement of the
sovrelgn 6r render it any less entitled to respeét as such

from other government. It would greatly weaken the act of

state doctrine if parties could put in question the validity

of official government acts simply by attacking the motives

of the government officials who undertake them." (p. 28- 29, Ist par.]

{6) The Court also rejected the claim of the Agquino govern-
ment that the act of state doctrine has no force and effect

in this case because it is the Philippines itself that is
asking the courts to look into the actions of its former ruler.
The Court stated: "We cannot shut our eyes to the political
realities that give rise to this litigation, nor to the poten-

tial effects of its conduct and resolution. Mr. Marcos and

-President Aguino represent only two of the competinyg political

factions engaged in a struggle for control of the Philippines.
While the struggle seems to be resolving itself in favor of
President Aquino, this may not be the end of the matter5 Only
four years ago, the tables were turned, with Mr. Marcos in
power and Mrs. Aquino and her husband in exile in the United
States. While we are in no position to judge these things, we
cannot rule out the possibility that the pendulum will swing

again, or that some third force will prevail." [p.31, lst par.}
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(7) +“he Court also observed that the plainfiff Aquino gove-
crnment presented issues that weré different in character, not
merely in degree, from the normal cases brought under the RICO
statute because 1t claims that "the Philippine government headed
by Marcos was a criminal enterprise under United Stabtes law.

Its claim is "based upon transactions that take place fully or
partly outside the United States." ‘Therefore, an inquiry as

to whether ﬁnited States law was meant to reach the conduct in

question insofar as it is extraterritorial in nature nust be

made. The Couxt ruled that the alleged offenses by Mr. Marcos
and his confederates "took place in the Philippines and gquite

probably that conduct CANNOT be reached by U.S. law." [p. 13, lst
par. and p. 11, 1st par.]

-(8) Furthermore,; the Court considered significant that the law

being appliédAthe Aquino government in determining whether
Marcos' actions were legal is that of a for?ign nation. The
Court stated: "It is not the Philippines' private law we would
be interpreting, but impoféant aspects of its public law. The
question of whether Mr. Marcos properly invoked martial law,

ox whether he exerxcised it properly, if it has an answer in
Philippine law at all, is no doubt of considerable importance
and sensitivity to that country and its people. So is M.

Marcos' invocation of presidential immunity. Were we to answer
E .

this latter question, it would be as if Nixon v. Fitzgerald,

457 U.S. 731 (1982), defining the immunity of American presi-

dents, had been decided by the Supreme Court of the Philippines.” [f

"We must take as given that Mr. Marcos was the country's

president, that he was recognized as its head of state by our

g



government and that, as plaintiff so bluntly admits, he and

nis wife were 'permitted . . . to remain in positions of power

and to conduct the affairs of the Philippines virtually un-

checked.' "It is simply beyond the capacity of our courts to
adjudicate." [(p. 39, 2nd par., to p. 40} v
(9) The Court concluded: "in light of these considerations,

we hold that the district court erred in concluding that
plaintiff is likely to succeed on the merits of its state
claims, or its federal claims for that matter. To succeed
under those claims as they are now presented, plaintiff would
have to establish that practically all of Mr. Marcos' wealth

was stolen. In light of the plaintiff's own claims and asser-

tions, we believe that it will be unable to do so because, as
to many of the assets in question, adjudication will-be barred
by the act of state doctrine, the political guestion doctrine
or both. Since plaintiff has not sought to trace specific

assets Lo specific alleged misdeeds, the exclusions of large

portions of Mr. Marcos' wealth from adjudication will defeat

plaintiff's net worth analysis, and with it, its case. In
these circumstances, we cannot even say the Republic has the
'fair chance of success on the merits' needed to remand f{or

a balancing of the hardships." [(p. 40, 1lst par.]

(10) 7The preliminary injunction which enjoined the transfor-
ring, conveying, encumbering, dissipating, converting, con-
cealing or otherwise disposing of in any manner any funds,
assets, claims or other property or assets owned or controlled

by, or in possession or custody of such individuals or entities,



held by or in any way on behalf of or for the benefit of
. ) i
Ferdinand or Imelda Marcos is ordered vacated and the crder

granting preliminary injunction is REVERSED. {p. 41]

(11) OFf significant importance is Justice llall's concurring
-
opinion wherein she stated that the district court had no
subject matter jurisdiction because "when it passed RICO,
Congress was concerned with the harmful effect of organized

crime on the economy of the United States: .

The Congress f{inds that (1) organized crime in the United

States is a highly sophisticated, diversified, and wide-
spread activity that annually drains billions of dollars

from America's economy . . . (3) this money and power are

increasingly used to infiltrate and corrupt legitimate

businesses and labor unions and to subvert and corrupt our

democratic proceeses; (4) organized crime activities in
the United States weaken the stability of the Nation's

cconoinic system, harm innocent investors and competing or-

ganizations, interfere with free competition, seriously
burden interstate and foreign commerce, threaten the
domestic security, and undermine the general welfare of
the Nation and its citizens . . .

RICO Statement of Findings and Purpose, Pub. L. No. 91~452, 84

Stat. 922 (1970), 91st Congress, 2d Sess,, reprinted in 1970

U.5. Code Cong. & Admin. News 1073, 1073 (emphasis added). Sece

also United States v. Bagnariol, 665 F.2d 877, 892 (9th Cir,

1981) (cffect on commercec is an essential element of a RICO

violation), cert. denjied, 456 U.S. 962 (1982). Thus in order

to maintain a lawsuit under RICO, plaintiff must demonstrate
that the transactions in question adversely affected the eco-
nomy of the United States." [p. 2~3 of Concurring Opinion]

"As_the plaintiff (Agquino government] conceded at oral

.argument, the investment of funhds in the United States was no

more injurious in the Philippines than if the funds had been



kept in a mattress in the Philippines." (p. 4, 2nd to the last scntence

(11y Equally important, but not included in this decision,
is the United States General Accounting Office (GAO) inves-
tigation commissioned by Senator Edward Kennedy which looked

, .
into’' the misuse, overpayment, illegal dishursements for com-
missions and kickbacks, and bribes with respect to the Econo-
mic Support, Ffund, Development Assistance, Public Law 486 Food
Ai1d, and military'assisténce extended by the United States.
It concluded that none of these could be substantiated in its
report dgted May 2, 1986.

In the same light, the charges of raiding the public
treasury, plundering the nation's wealth, taking ovex business
enterprises of political opponents, creating public monopolies,
bribery, and ill-gotten wealth throug& the use of Marcos' pre-
sidential powers were the subject of hearings‘and.Open debates
on the fleoor of the Parliament in which the oppoéitipn members
of Parxrliament numbering about 60 out of a total membership of
180 and the aquino militants in Parliamént had to admit that
they had no evidence exceplt hewspaper accounts, irresponsible
speculations and gossips. The’Paﬁliament passed Resolution
945 onrhugust 13, 1985 throwing out the resolution for impecach-
ment and has resulted in cases for perjury against those who
swore to the impeachment resolution claiming they personally
knew the truth and veracity of the facts alleged in the reso-
lution for impeachment. In open debates, they admitted that

they had no personal knowledge of these facts. The resolution

dismissing the petition for impeachment of Marcos was ralsed
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on appeal to the Supreme‘Court which dismissed the petition.
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