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=  PREFACE =

The rebirth of political economy over the past twenty years has 
deeply influenced the practice of historians and social scientists. 
Shaped equally by increasing social tension and turmoil in the Third 
World and the growing domestic crises of capitalist métropoles, po
litical economy has been refreshed and reforged by a variety of 
perspectives, including dependency and underdevelopment theory 
and various schools of Marxism and neo-Marxism. From an era 
dominated by a liberal social science so secure in its hegemony that 
“capitalism,” “class,” and the “state” had all but disappeared from 
the vocabulary, we. have moved to one in which these concepts and 
the problems they denote stand once again at the top of the agenda.

In the study of the periphery of the world capitalist system in 
Asia, Africa, and Latin America, attention has shifted—after a dev
astating critique of liberal theories of “modernization”—to the need 
for a theoretically rigorous understanding of the social forces at 
work and their interaction with external forces, particularly those of 
international capital and the advanced capitalist states. The prospec
tus of topics for both research and action is already vast and is still 
growing: agrarian crisis and the decay of peasant societies, processes 
of class formation and struggle, the growth of multinational corpo
rate capital, technological innovation and transfer, the development 
of increasingly authoritarian and repressive states—to name a few. 
Behind them all lies a recognition that the last decades of the twenti
eth century are fraught with danger and opportunity: the danger of 
a descent into staggering inequality and exploitation, unprecedented 
totalitarian control and repression, or the final irrationality of a nu
clear holocaust; and the opportunity to begin finally to move toward 
the humane, equitable, and democratic global society that has been 
often promised and never achieved.

To act against the dangers and for the opportunities requires 
understanding of both the universal social forces that sweep around 
the world and the particular forms of their local expression. Studies
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= T H E  UNITED STATES AND THE PHILIPPINES=

in Political Economy is a series that seeks to contribute to such an 
understanding through rigorous studies of the historical and con
temporary development of capitalism. We hope that the series will 
range widely, and yet focus on the identification of the central forces 
and contradictions that determine patterns of crisis, struggle, and 
change. Without in any way seeking to promote a single “line” of 
analysis, the series will encourage efforts that give due weight to 
both structural determination and human agency, avoiding the alter
native dangers of rigid determinism and naive voluntarism. This 
plan reflects a conviction that successful enquiry and effective action 
must be based on a proper balance between the two poles. We also 
believe that endeavours of this kind should be accompanied by the 
most open and active debate possible. For this reason suggestions are 
invited for the future development of the series, with a view to 
promoting a continuing dialogue on the vital issues with which it is 
concerned.

We are pleased to present as the first volume in the series The 
United States and the Philippines: A Study of Neocolonialism by Stephen 
Rosskamm Shalom. The most important former colony of the United 
States, the Philippines has been overshadowed in public and academic 
consciousness by the enormous scale and violence of American in
volvement elsewhere in Southeast Asia. However, as Shalom lucidly 
demonstrates, the Philippines has served in many ways as the testing 
ground for the economic, political, and military instruments of 
American imperialism in the Third World. Indeed, the early success 
in crushing and co-opting popular political forces and diverting re
form into innocuous channels in the Philippines may well have en
couraged the American counterinsurgency strategies that were later 
to fail so spectacularly in Vietnam and Cambodia.

Making full use of presidential, congressional, State Depart
ment, and military papers, Shalom reveals the remarkable degree to 
which American neocolonialism in the Philippines has been con
scious and programmatic. Laid out before us we find not only the 
unequivocal evidence of conspiracy and covert action, but also the 
shared premises of ideology and interest that motivated American 
policymakers. Equally important, and of great theoretical interest, 
Shalom provides us with an outstanding case study of the process of 
class collaboration that is the cornerstone of neocolonialism, demon
strating how the United States politically and economically built up a 
local dominant class that would protect American interests. He 
shows as well how members of this class manipulated the relation
ship to their own profit, and even in many instances were able to 
move from collaboration with the United States to wartime collabo-
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ration with the Japanese and back again; and how the United States, 
having helped to create this class, has had to sustain it in its excesses. 
The consequences of this alliance of American and Philippine capi
tal—growing profits for the few and increasingly desperate misery 
for the mass of the population—are sharply delineated. Finally, 
Shalom discloses how these processes culminated in the protracted 
cycle of widening violence and repression that marked Philippine 
politics in the recent period of “martial law.” In so doing he contrib
utes to our understanding of the pervasive crises of state and society 
throughout the Third World.

Bruce J. Berman
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=  INTRO DUC TIO N =

In July 1969, President Richard M. Nixon spoke to newspeople on 
the island of Guam. “Whether we like it or not,” he said,

geography makes us a Pacific power. And when we consider, for ex
ample, that Indonesia at its closest point is only 14 miles from the 
Philippines, when we consider that Guam, where we are presently 
standing, of course, is in the heart of Asia, when we consider the 
interests of the whole Pacific as they relate to Alaska and Hawaii, we 
can all realize this.1

What is particularly interesting about this statement is that the Phil
ippines, unlike Guam, Alaska, or Hawaii, was an independent na
tion. It had been independent since 1946, and the Philippine flag 
flew over its territory—or over most of it anyway. Yet apparently no 
reporter saw fit to challenge Nixon’s assumption that the Philippines 
was part of the United States.2 One suspects the press might have 
responded quite differently had China declared itself an African 
power by virtue of the fact that Kenya bordered on Tanzania, or 
had the Soviet Union declared itself a Latin American power be
cause Haiti was so near Cuba.

Nixon’s remarks were no doubt inadvertent, but they suggest 
that formal independence need not indicate a decisive break with 
the colonial past. As Nixon spoke, a Philippine Civic Action Group 
was aiding the U.S. war effort in Vietnam, U.S. bases on Philippine 
soil were providing the main logistical support for that war, and 
Philippine law granted investment privileges to U.S. capital. If at the 
same time the United States had exercised formal political sover
eignty over the Philippines, one would have no trouble identifying 
the existence of a colonial relationship, but when strategic and eco
nomic domination coexist with legal independence, the relationship 
is not so easily recognized. It is this latter relationship which will be 
referred to here as neocolonialism.

xiii



It might seem that neocolonialism is an internally incoherent 
concept. With colonialism it is plain what is meant by one country 
ruling another, but where both parties are independent, one coun
try dominates another only with the other’s consent—in which case, 
it is not domination but sovereign choice. Neocolonialism, said Brit
ish Foreign Secretary Alec Douglas-Home in 1964, “has no place in 
Britain’s political dictionary. We quite simply do not know its mean
ing.”3 This confusion results from a misunderstanding about colo
nialism.

Colonialism is traditionally regarded as the rule of one country 
over another. But when defined in this way, strictly in terms of 
nation-states, the concept becomes hopelessly narrow. What does it 
mean to say that Britain ruled Jordan or India? Surely not that all 
the citizens of Britain ruled over all the citizens of these colonies. 
The factory workers of Manchester and Liverpool not only did not 
rule over the Hashemite monarch or the Indian rajahs, they lived 
under incomparably worse conditions. Nor is substituting “British 
government” or “British ruling classes” for “Britain” a sufficient em
endation. In 1907, in areas of India encompassing 17.5 million 
people, there were only twenty-one British civil servants and twelve 
police officers.4 This was possible only because the British had the 
cooperation of the Indian elite. The latter collaborated with the 
British—as junior partners to be sure, but as partners nonetheless— 
in ruling over the mass of the Indian population. The alliance was a 
symbiotic one. The Indian elite was able to maintain its position of 
local dominance, and the British elite acquired its greatest outlet for 
trade and investment. The interests of the two elites were not identi
cal, but they were close enough to permit the mutually beneficial 
relationship to last for ninety years. Colonialism, then, must be 
viewed in class terms as well as in national terms.

Neocolonialism follows the same pattern. It shall be defined 
here as an alliance between the leading class or classes of two inde
pendent nations which facilitates their ability to maintain a dominant 
position over the rest of the population of the weaker of the two 
nations. This definition resolves the seeming contradiction between 
domination and consent, because the group being dominated is not 
the group giving the consent—a distinction that is lost if one views 
nations as homogeneous entities rather than as conglomerates of 
conflicting classes.

My aim in this book is to show that the relationship between the 
United States and the Philippines since 1946 has been a neocolonial 
one. I will try to describe how the relationship came about, what the 
mutual interests of the U.S. and the Philippine elites have been,

= T H E  UNITED STATES AND THE PHILIPPINES=
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=IN TR O D U C TIO N =

what mechanisms have served these interests, and what impact neo
colonialism has had on the lives of most Filipinos.

The neocolonial relationship between the United States and the 
Philippines had its roots in the four decades of formal colonial rule.5 
From the beginning, U.S. policymakers sought to groom a Philip
pine governing class that would administer the islands while preserv
ing American strategic and economic interests. Power was gradually 
transferred from American colonial officials to the Filipino elite. 
The latter were corrupt, reactionary, undemocratic, and unrepre
sentative, but what mattered to U.S. officials was that they were 
willing to cooperate with the United States. Nationalist public opin
ion prevented the elite from openly acknowledging its collaboration 
in the furtherance of U.S. aims, but American officials could sepa
rate the patriotic grandstanding from the private views of Philippine 
leaders, whose commitment to the United States and to the status 
quo was never doubted.6

And just to cement this commitment, the U.S. government pro
vided the Philippine elite with preferential access to the American 
market for their export crops. This was a huge bonanza to the large 
landowners and their supporters in the government, but, as even 
U.S. officials acknowledged, little of this tremendous wealth filtered 
down to the majority of Filipinos.7

As Washington’s ‘‘colonial experiment” went forward in the 
western Pacific, a potentially more important experiment was being 
conducted closer to home. Cuba, like the Philippines, had been a 
prize of the Spanish-American War, but unlike the Philippines, 
which was annexed by the United States, Cuba was granted its inde
pendence. It is significant, however, that U.S. interests did not suffer 
on this account. The Platt Amendment—which established the terms 
of independence—and periodic visits by the U.S. Marines were able 
as well as any colonial arrangement to protect U.S. capital and the 
American military base at Guantânamo. Indeed, from Washington’s 
point of view the Cuban model—the neocolonial model—was more 
effective than traditional colonialism, for it avoided the necessity of a 
brutal war of conquest, which in the Philippines had cost over 4,000 
American lives.

The suggestion to “treat the Philippines like Cuba” was made by 
some U.S. policymakers almost from the beginning,8 but it was not 
until the Great Depression—which made the economic and social 
costs of empire too burdensome—that Washington was willing to set 
a date for Philippine independence.9 The Tydings-McDuffie Act of 
1934 provided for the establishment of a Philippine Commonwealth,
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to be followed by independence ten years later. The Japanese inva
sion of the islands intervened before the end of the Commonwealth 
period, but following the American reconquest independence was 
granted on schedule.

The years surrounding the achieving of independence are cru
cial for any nation. It is in this embryonic state that the patterns and 
possibilities for the future are largely determined. This was espe
cially true in the case of the Philippines, where the interruption of 
World War II provided an unprecedented opportunity for the re
structuring or redirecting of Philippine society on the one hand, or a 
restoration of the prewar status quo on the other. The first two 
chapters of this book examine the critical years immediately follow
ing the end of World War II. Chapter One shows how the policies of 
U.S. officials in the Philippines restored the prewar elite to power. 
Chapter Two examines the legislation drawn up in Washington to 
define the terms of Philippine independence and demonstrates how 
U.S. economic and strategic interests were preserved. Together 
these chapters describe the genesis of the neocolonial relationship 
between the United States and the Philippines.

In the early 1950s, the stability of the regime in Manila plum
meted to an all-time low, and the entire neocolonial structure threat
ened to come undone. Chapters Three and Four deal with the accel
erated levels of U.S. intervention in Philippine affairs in response to 
this crisis. They describe the activities of covert operatives and mili
tary advisers and the programs of economic and military assistance 
emanating from Washington. It was a major vindication of the neo
colonial approach that relative calm could be restored without com
mitting U.S. troops.

As the crisis receded, the instruments of neocolonial control 
were cut back but not withdrawn. Chapter Five examines the various 
continuing military and economic aid programs by-which Washing
ton has attempted to further its own interests and those of its allies 
among the Philippine elite. These aid programs have not been 
unique to the U.S.-Philippine relationship; rather, they have been 
the standard tools by which the United States has sought to maintain 
its neocolonial empire in much of Latin America and Asia.

Understanding—no less evaluating—neocolonialism in the Phil
ippines requires an examination of its impact upon the lives of most 
Filipinos. Chapter Six documents the staggering poverty and, what is 
more tragic, the negligible improvement over time in the well-being 
of the majority of the population, who are the victims of the alliance 
between the American and Philippine elites.

= T H E  UNITED STATES AND THE PHILIPPINES-
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IN T R O D U C T IO N —

In September 1972 martial law was declared in the Philippines. 
While the martial law period marked in certain respects the end of 
an era, it has been characterized by a large measure of continuity. 
Chapter Seven discusses the origins of martial law and demonstrates 
that the neocolonial relationship, though modified, remains intact. 
Moreover, the chapter shows that the living standards of the Philip
pine people have been stagnating if not declining.

In the pages that follow, then, it will be argued that the concept 
of neocolonialism is appropriate for describing the relationship be
tween the United States and the Philippines. Like all concepts, neo
colonialism is an abstraction, but it has had very real consequences 
for the people of the Philippines.
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= C H A PTER  O N E =

The Restoration, 1944-1946

For three years during World War II, Japan replaced the United 
States as the colonial master of the Philippines. Japanese authorities 
attempted to enlist the support of the Filipino elite in administering 
the archipelago, just as Washington had successfully done during its 
four decades of colonial rule.

The Filipino elite accepted the Japanese occupation with alac
rity. Four months before the surrender of the last American and 
Filipino forces at Bataan, leading Philippine politicians were orga
nized by the Japanese into a Provisional Council of State. In October 
1943 the Japanese established a nominally independent “Philippine 
Republic,” again with the cooperation of the elite. The last secretary 
of justice, Jose P. Laurel, served as president. Another 6 of the 11 
members of the prewar cabinet, 10 of 24 senators, and about one- 
third of the 98 representatives served in key posts under the Japa
nese. The members of the Supreme Court and the Court of Appeals 
were basically the same during the occupation as during the Com
monwealth, and some 80 percent of the officers of the Philippine 
Army held positions in the Japanese-sponsored Philippine Con
stabulary. Sixteen of the 46 provincial governors in 1943-1944 had 
been governors of the same province in 1940.

The collaboration of the Filipino elite with the Japanese took an 
economic form as well. Many Filipinos became buy-and-sell agents—  
middlepeople who provided the Japanese with war materials and 
other needed goods. Some new fortunes were made in this manner, 
but previous wealth provided one with a good start in this line of
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work. Perhaps the most prominent economic collaborator was 
Vicente Madrigal. A close personal friend of the Philippine president, 
he had become one of the richest people in the islands during World 
War I by supplying German raiders with fuel and food. He had been 
affiliated with the Japanese Mitsubishi interests and was elected to the 
Senate in 1941. During the Japanese occupation he protected and 
enhanced his economic fortune by selling goods to the Japanese. “He 
will change to whatever side seems to be winning,” reported an 
American intelligence agent.1

The Philippine collaboration issue has been debated heatedly 
for many years and will not be analyzed in depth here, but the 
following brief remarks are in order. Contrary to what some U.S. 
officials maintained, the Philippine elite did not undergo a sudden 
conversion to treason. What was involved was rather a continuation 
of the policy that the elite had been following for at least four de
cades, namely, collaborating with the colonial power in return for 
political office and other rewards. An elite which had placed its 
interests and the interests of a foreign country above those of its own 
people had no trouble when the Japanese replaced the Americans. 
The name of whom they were collaborating with changed, but the 
basic policy did not.

Under the assumption—not unreasonable in early 1942—that 
the war would end in some kind of compromise settlement in the 
Pacific, the surest way for the elite to guarantee itself political and 
economic influence in the postwar Philippines was by cooperating 
with the Japanese. As the tide of war shifted in favor of the United 
States, however, the elite began to hedge its bets by establishing 
contacts with some guerrilla groups and American intelligence net
works and giving them some assistance.2

It was the desire to maintain power that motivated elite collabora
tion. In general, duress was not a factor.3 Nor was the later collabora
tionist claim that they were only concerned with the welfare of the 
population particularly convincing. Consider the collaborators’ own 
prime example of their altruism. In September 1944 the Japanese- 
sponsored Philippine Republic declared war on the United States and 
Great Britain. The collaborators have contended that here they per
formed their greatest service to the Philippine people because they 
were able to prevent the Japanese from conscripting Filipinos into the 
military. In fact, however, the evidence clearly indicates that the Japa
nese did not intend to draft Filipinos. The Japanese did not have 
sufficient logistic support to supply even their own troops in the Phil
ippines, and, more important, they did not wish to provide weapons 
to unreliable Filipino troops who might give them to the guerrillas or

= T H E  UNITED STATES Ä&D THE PHILIPPINES=

2



= T H E  RESTORATION, 1944-1946=

even turn the arms against the Japanese. Indeed, one American guer
rilla officer has stated that he tried to get Laurel to convince the 
Japanese to arm Philippine troops, for he knew that the weapons 
would be used against the Japanese.4 Japanese fears of arming the 
population after less than three years of controlling the islands were 
not at all surprising. Some U.S. officials had been apprehensive about 
arming Filipinos as late as the mid-1930s, after more than three de
cades of U.S. rule. And, as a Japanese official reminded a prominent 
Filipino collaborator in 1943, although Japan had controlled Korea 
for over thirty years, there was still no conscription there.5

While much of the elite was collaborating with the Japanese, a 
large number of Filipinos joined guerrilla groups. Many of these 
groups were recognized by the U.S. Army Forces in the Far East and 
they became known as USAFFE guerrillas. These units were led in 
part by American officers who had eluded the Japanese after the 
surrenders at Bataan and Corregidor, but principally by members of 
the Filipino elite, who had been the only people able to afford mili
tary schools and Reserve Officers’ Training Corps (ROTC) programs 
before the war. Tomas Confesor, Alfredo Montelibano, and Ruperto 
Kangleon were prominent examples of elite guerrilla leaders. A 
large component of the USAFFE rank-and-file was made up of men 
from the prewar Philippine Constabulary and Philippine Scouts.6

One of the largest autonomous guerrilla organizations was that 
formed by the dissident peasants of Central Luzon, the area of the 
country with the highest rate of land tenancy. In the last years be
fore the outbreak of the war, class conflict in the Central Luzon 
countryside had become increasingly intense. Militant peasants had 
been organized into left-wing unions, while the landlords and the 
pro-landlord politicians had employed escalating force against them. 
The Constabulary was used as one tool of repression; groups of 
strike-breakers were organized as another. Governor Sotero Baluyot 
set up the Cawal ng Kapayapaan (Knights of Peace) as one such 
group in the province of Pampanga. In 1940 socialist leader Pedro 
Abad Santos ran against Baluyot for governor. Though more than 
50 percent of his followers were illiterate and thus disqualified from 
voting, and though the province was placed under the equivalent of 
martial law immediately prior to and during the election, Abad San
tos polled 45 percent of the votes. In eight of the twenty-one towns 
of the province, socialists were elected as mayors.7

In March 1942, after the Japanese invasion, left-wing labor and 
peasant leaders and intellectuals established a People’s Anti-Japanese 
Army, the Hukbalahap (Huks for short). The prewar peasant unions 
provided the mass base for the guerrilla force. On paper, the Huk-
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balahap was controlled by the Communist Party of the Philippines 
(PKP), but the reality was quite different. For example, when the 
PKP called for a policy of “retreat for defense,” many in the Huks, 
including some PKP peasant leaders, refused to go along.8

At the beginning of the war, the Huks were denied arms by 
General Douglas Mac Arthur. They contacted the head US AFFE of
ficer in Central Luzon, Colonel Thorpe, and offered to cooperate 
with him, but Thorpe took the attitude that unless the Huks would 
submit entirely to him he would not work with them.9 The Huks 
refused; gathering weapons from American soldiers before they sur
rendered, from deserters, and from the dead of both sides, they 
forged an effective anti-Japanese fighting force. Estimates of Huk 
strength vary, but 10,000 is a reasonable approximation of their 
number in most of 1943 and in 1944.10 Their base of support was 
many times larger.

In addition to armed attacks on the Japanese, a key element of 
Huk strategy was denying to the Japanese access to the rice harvest 
of Central Luzon. Within Huk-controlled territory, village elections 
were held in which everyone eighteen years old and over could vote, 
and in many cases a jury system for administering justice was set up, 
a practice that had not been part of the Philippine court system.11

It was perhaps inevitable that the war could not submerge the 
previous animosities in Central Luzon. Clashes between USAFFE 
guerrillas and Huks occurred frequently. The USAFFEs charged 
that the Huks were doing communistic political organizing, and the 
Huks accused the USAFFEs of backing the landed gentry and of 
mistreating the peasants. The encounters between the Huks and the 
USAFFEs became increasingly bitter. At times the latter gave active 
assistance to the Japanese in unsuccessful efforts to eliminate the 
Huks.12

As the defeat of the Japanese became more obvious in 1944, 
many collaborating officials began to make contacts with USAFFE 
leaders. This was a way both to side with the winner and to get allies 
for any postwar conflicts with the Huks. Many people, including a 
large number who had been part of the Japanese-controlled Con
stabulary, joined or formed USAFFE units in the last months of the 
war in order to get on the right side. Even after the Japanese sur
render in August 1945, guerrilla units were still being organized. 
There were so many of these eleventh-hour guerrillas that one out 
of nine Luzon residents later claimed to have been a guerrilla. “Even 
the pickpockets,” observed one American counterintelligence agent, 
“were organized into a guerrilla force.”13

In October 1944 U.S. troops landed on the Philippine island of

= T H E  UNITED"STATES AND THE PHILIPPINES=
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= T H E  RESTORATION, 1944-1946=

Leyte. “I have returned,” proclaimed General Douglas MacArthur. 
“By the grace of Almighty God, our forces stand again on Philippine 
soil.”14 MacArthur’s return was not simply a wartime reconquest; he 
and his staff were returning to their prewar home, where they had 
been members of or associated with Manila’s elite. MacArthur him
self was the son of Arthur MacArthur, a veteran officer of the Phil
ippine campaign some forty years before in charge of suppressing 
Philippine nationalism. Douglas had served in the islands as a second 
lieutenant in 1903—1904, as a brigadier general commanding the 
Philippine Division from 1922 to 1925, and as a major general and 
commanding officer of the Philippine Department from 1928 to 
1930. In 1930 he had returned to Washington to serve as chief of 
staff of the Army, where he achieved considerable notoriety when 
he took charge of the dispersal of protesting veterans. In 1935 he 
became military adviser to Commonwealth President Manuel L. 
Quezon. In the latter post he was given the specially created title of 
field marshal in the Philippine Army and a salary which, together 
with his army pay, was higher than that of either Philippine Presi
dent Quezon or the American high commissioner.15

During his years in the islands, MacArthur developed close per
sonal ties with upper-class Filipinos. Unlike many Americans living 
in Manila, MacArthur was willing to associate with and befriend 
Filipinos, but very few nonelite Filipinos were included among his 
friends. He became particularly close to Quezon, who in 1938 served 
as godfather to his son. When Quezon became seriously ill in April 
1944, he wrote to MacArthur giving him—rather than Vice- 
President Sergio Osmena—full power and authority to act in his 
behalf on all matters affecting the government of the Philippines. 
Other close prewar friends of MacArthur included prominent polit
ico Manuel Roxas, influential newspaper editor Carlos P. Romulo, 
and the extremely wealthy Joaquin “Mike” Elizalde. He had also 
been friendly with Jose P. Laurel, who became president of the 
wartime Philippine Republic.16 In addition, MacArthur had eco
nomic interests in the Philippines; he had been an officer and stock
holder of the Manila Hotel Company and probably owned shares of 
stock in Andres Soriano’s mining firms.17

Soriano was a member of MacArthur’s wartime staff and one of 
the richest people in the islands. As a Spanish citizen, he had been a 
leader of the Spanish Falangist movement in the Philippines and 
had contributed in his first gift alone half a million pesos to the 
Franco cause. Before Franco’s victory, he had acted as the Falangist 
consul in Manila until Washington warned him that he was violating 
the Espionage Act. When the United States recognized Franco’s gov-
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ernment in 1938, Soriano reassumed the title “Representative of the 
Spanish State.” During these years, according to U.S. government 
sources, he “enjoyed high social standing in Manila” and was “fav
ored with attentions and considerations by a number of U.S. Army 
officers . . . even during the period of his more intense Falange 
activities.”18 Soriano had ties to the Philippine elite as well; he was, 
for example, a generous financial backer of Quezon and a friend 
and business associate of Manuel Roxas.19

In 1941 Soriano had put his devotion to Franco second to his 
own fortune; it was unclear whether the United States was going to 
freeze the accounts of Spaniards as Axis nationals, so Soriano ac
quired Philippine citizenship. When the Japanese invaded, Soriano 
escaped to the United States and served as secretary of finance for 
the government-in-exile. While in the States, he laid private plans 
for postwar economic activities in the Philippines in association with 
some American businesspeople. In late 1943 he foresaw the immi
nent American return to the islands and was anxious to be one of 
the first back, so that he might further his financial interests. He got 
Quezon to ask MacArthur if he might serve on the general’s staff, 
and MacArthur was glad to comply. Secretary of the Interior Harold 
Ickes opposed permitting Soriano to return to active duty, where he 
could influence the character of the Philippine government, but the 
War Department overruled Ickes. Later, in 1945, Soriano switched 
to U.S. citizenship, with MacArthur as one of his sponsoring wit
nesses. In October 1945 MacArthur awarded Soriano a Silver Star 
for gallantry in action three and a half years earlier.20

Mac Arthur’s chief of staff was Richard Sutherland. Termed “a 
natural-born autocrat” by MacArthur, Sutherland favored institut
ing a dictatorship in the United States during wartime. Chief of 
intelligence was Charles Willoughby, a friend of Soriano who shared 
his high regard for Franco.21 And Courtney Whitney was in charge 
of civil affairs in the Philippines. Later to become the general’s confi
dant, chief spokesperson, and biographer, Whitney had been a 
prominent lawyer in Manila before the war and had considerable 
investments in the islands. He was, Quezon confided in 1943, “well- 
known among the Filipinos as reactionary and imperialistic.”22

The ties between U.S. military officials and the Philippine elite 
had been firmly cemented on embattled Corregidor in February 
1942. Quezon, with Roxas as a witness and with Washington’s 
knowledge, secretly transferred $640,000 in Commonwealth fiinds 
to the accounts of MacArthur ($500,000), Sutherland ($75,000), and 
two other American officers.23

On June 29, 1944, Franklin Roosevelt had declared with regard
6
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to the Philippines: “Those who have collaborated with the enemy 
must be removed from authority and influence over the political and 
economic life of the country; and the democratic form of govern
ment guaranteed in the Constitution of the Philippines must be re
stored for the benefit of the people of the islands.”24 Mac Arthur, 
Soriano, Sutherland, Willoughby, Whitney: these were among the 
people charged with the mission of eliminating collaborators and 
restoring democracy. That instead they would restore the elite to 
power should not be surprising.

With MacArthur when he waded ashore on the beach of 
Leyte was Sergio Osmena. As vice-president, Osmena had been 
evacuated from the Philippines in early 1942, along with Com
monwealth President Quezon, after a U.S. official had advised 
Washington that Quezon might reach an accommodation with 
Japan.25 In the United States, Quezon and Osmena constituted a 
Commonwealth government-in-exile, and when the former died in 
August 1944 Osmena had succeeded to the presidency.

Three days after the Leyte invasion, the Commonwealth gov
ernment was officially reestablished. Throughout the next months, 
as territory was cleared of Japanese troops, MacArthur formally 
turned it over to Osmena. The U.S. Army’s Philippine Civil Affairs 
Units (PCAUs), however, continued to function in these areas. A 
month after the February 27, 1945, ceremonies in Manila, at which 
MacArthur restored full constitutional government to the Filipinos, 
the U.S. consul general in Manila reported: “General MacArthur 
made it very clear that up to the present time practically all impor
tant decisions with respect to the local government had been made 
by the Army; although great care had been taken to ensure that the 
nominal authority for enforcement was given to the Commonwealth 
Government.” On August 22, 1945, MacArthur announced that all 
participation by the U.S. Army in the civil administration of the 
Philippines would be discontinued by September l.26

There were many tensions between MacArthur and Osmena, 
but there was at least one thing they did agree on: the government 
they were reestablishing was that which had existed before the war. 
On October 23, 1944, MacArthur announced that all the laws and 
regulations of the Commonwealth were in full force and legally 
binding on all persons in areas of the Philippines free from Japanese 
control.27

Even prior to the Leyte landing this view had been made clear 
when a high U.S. military official wrote to the Hukbalahap that “any 
organization which fails to cooperate will be regarded by incoming 
troops as unlawful armed bands” and that the “United States Army
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does not recognize any political aims or ambitions, and it is the 
position that in time of war, the only political activity which is legal is 
political activity aimed at the maintenance of the loyalty of the 
masses to the established and legal existing government.”28

The Huks had been the most effective anti-Japanese guerrilla 
group on the island of Luzon, and in the campaign to rid the island of 
Japanese forces the Huks made a major military contribution.29 De
spite the dire warnings in military intelligence reports that the Huks 
would attack U.S. troops, they eagerly welcomed the Americans. In 
January 1945, when the Huks liberated the towns of Cabiao and 
Tarlac (in the provinces of Nueva Ecija and Tarlac, respectively), they 
hoisted U.S. flags along with those of the Philippines.30 Nevertheless, 
when the U.S. Army entered villages or municipalities in which the 
Huks had established local governments, American and Common
wealth officials refused to recognize them. The Huk governments 
were replaced—with the support of American arms—by people se
lected by the PCAUs, often*USAFFE guerrilla leaders. In Talavera, 
Nueva Ecija, for example, the United States appointed Carlos No- 
cum, a USAFFE leader who had been expelled from the Huks for 
allegedly stealing from peasants and whom the Huks suspected of 
having ties to Filipinos-in the Japanese-sponsored government. The 
PCAU-selected officials were soon replaced with Osmena’s own 
choices: old-line politicians with mixed war records.31

The elite was to have over two years to firmly entrench itself in 
local politics, because until November 1947 all municipal offices 
were filled by appointment from Manila. For example, in September 
1945 the Huks and others denounced the appointment of Jose 
Robles, Jr., as governor of Nueva Ecija—a position he held during 
the occupation. He had been a prewar politician from a wealthy, 
landed family. When he finally left office to face charges of criminal 
acts committed while collaborating with the Japanese, he was re
placed by Juan Chioco, who had served under Robles during the 
war and was implicated in the same crimes. In November 1945 Chi
oco too was replaced, but again by someone who had served under 
the Japanese. Under each appointee, the peasants charged there 
were abuses and repression.32

In addition to dismantling the local Huk governments, the U.S. 
Army, along with the USAFFE units which were under U.S. juris
diction, proceeded to disarm Huk squadrons at gunpoint and to 
imprison their leaders. The Hukbalahaps, according to the official 
explanation, were not bona fide guerrillas but armed civilians. One 
Huk commander, Silvestre Liwanag, had joined with U.S. and 
USAFFE troops in mopping up western Pampanga and Bataan. At
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the conclusion of the fighting, he and his unit were disarmed and 
taken into custody. Wartime clashes between Huks and USAFFEs 
were continuing, exacerbated by the presence in USAFFE ranks of 
numerous eleventh-hour guerrillas eager to absolve themselves in 
the eyes of the Americans for their service in the Japanese-spon
sored Constabulary by an excessive display of anticommunism. On 
February 7, 1945, over one hundred Huks were massacred by 
USAFFE guerrillas.33

Although some Huks were disarmed, MacArthur was not eager 
to enforce a total collection of all unauthorized weapons. He con
sidered this to be a Commonwealth matter, and he feared that he 
might provoke “most violent reactions.” “If it becomes the white 
man against the Filipino we will have another insurrection with all 
Filipinos finally crystalizing against us.” However, in Mac Arthur’s 
view, the guerrillas posed “absolutely no menace to our armed 
forces”—which was quite true.34 In mid-July 1945 Major General J. 
A. Lester of the U.S. Military Police Command stated that no action 
would be taken “at this time to carry out a general program of 
disarming guerrillas by armed forces” since there were still Japanese 
stragglers.35

In mid-March 1945 two high-ranking Huk leaders, Luis Taruc 
and Casto Alejandrino, were released from prison after mass dem
onstrations. American and Filipino officials had apparently hoped 
that these freed leaders would persuade their followers to turn in 
their weapons, for when this did not happen they were rearrested in 
early April. In the words of a Philippine Army officer instrumental 
in the later anti-Huk campaign. “The people of Pampanga then 
petitioned General MacArthur and President Osmefia to recognize 
the civil officials and the local government set up by the Communists 
[i.e., the Huks]. As expected, the petition was ignored.”30

In the meantime, Osmena was setting up his national-level gov
ernment. Some of his appointees had been guerrilla leaders during 
the war, the most prominent being Tomas Confesor, who was 
named secretary of the interior in February 1945, and Alfredo Mon- 
telibano, who was given the post of secretary of national defense in 
July. But though the two had been part of the guerrilla movement 
during the war, they were not men of the people. Confesor, as 
prewar governor of Iloilo province, had used terror and strike
breakers against striking sugarcane workers.37 And Montelibano was 
a millionaire sugar baron. Within a month of his appointment as 
defense secretary he confiscated for himself 12,000 piculs (800 tons) 
of sugar as partial repayment for sugar he lost to the Japanese38—as 
though no one else had suffered any losses during the war.
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Other Osmena appointees had collaborated with the Japanese. 
Osmena himself, of course, had been in the United States for the 
duration of the war, but the collaborators were his friends and the 
allies he would need if he was to retain control of the government. 
Also, the fact that his sons were accused of being economic collabo
rators must have lessened any inclination Osmena might have had to 
deal harshly with collaborators.

One of the first actions taken by the American forces upon 
landing in the Philippines had been the rounding up of those who 
had collaborated with the Japanese. On December 30, 1944, MacAr- 
thur issued a proclamation stating his policy with regard to these 
people:

Whereas, evidence is before me that certain Citizens of the Philip
pines voluntarily have given aid, comfort and sustenance to the en
emy in violation of allegiance due the Governments of the United 
States and the Commonwealth of the Philippines . . .  Now therefore 
1, Douglas Mac Arthur . . . hereby do publish and declare it to be my 
purpose to remove such persons, when apprehended, from any posi
tion of political and economic influence in the Philippines and hold 
them in restraint for the duration of the war; whereafter I shall 
release them to the Philippine Government for its judgment upon 
their respective cases.39

This statement had two important implications. First, as the U.S. 
Central Intelligence Agency later noted, MacArthur’s action “in ef
fect established a policy of leaving prosecution of those charged with 
collaboration entirely to the Philippine Government.” Second, the 
proclamation protected the collaborators from popular wrath while 
passions had a chance to subside. Resistance leaders were clamoring 
for the punishment of those who had aided the Japanese; if the 
alleged collaborators had not been incarcerated by the United States, 
they might well have met the same fate as, for example, officials of 
the Vichy collaborationist government. One contemporary observed 
that, since MacArthur’s proclamation protected collaborators from 
immediate reprisal “it will not be surprising to see many of them— 
including members of Jose Laurel’s puppet cabinet—seeking sanctu
ary behind the American lines as soon as they can elude their Japa
nese masters.”40 \

This remark proved prescient. In April 1945 a number of cabi
net officers of the Japanese-sponsored Republic made their way to 
American-held territory near Baguio. The Manila Free Philippines, 
printed by the Office of War Information under strict military cen-
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sorship, reported that MacArthur had announced the capture of four 
cabinet members but the rescue of Manuel Roxas. This was a peculiar 
distinction, for Roxas had been a minister without portfolio in the 
Laurel cabinet. The Free Philippines article provided some back
ground on Roxas but omitted all mention of this and other posts he 
had held under the Japanese.41

Roxas had been, after Quezon and Osmena, the most promi
nent politician in the Commonwealth government. He had married 
into the extremely wealthy de Leon family and had been the senior 
member in the law firm that represented most of the Soriano 
interests.42 His personal friendships with MacArthur and Soriano 
have already been noted. When the war broke out, MacArthur ap
pointed Roxas as an officer in the U.S. Army to serve as his liaison 
with Quezon. Roxas fought at Bataan and Corregidor and then 
aided the guerrillas on the southern island of Mindanao until he was 
captured by the Japanese. Released shortly afterward, he remained 
in his home until the middle of 1943, when he helped draft the 
constitution for the Japanese-sponsored republic and was one of 
twenty signers of the document. In April 1944 Roxas became chair
person of the Economic Planning Board and, on April 14, assumed 
the concurrent position of chairperson of the board of directors of 
the government rice collection agency. On August 25, 1944, Presi
dent of the Republic Laurel assigned Roxas the rank of minister- 
without-portfolio in his cabinet.43 In September 1944 Roxas advised 
Laurel that if the Japanese asked for a declaration of war against the 
United States he should comply.44 While holding these various posi
tions, Roxas was also in contact with a number of guerrilla leaders 
and U.S. and Filipino intelligence agents.45 The Japanese were appa
rently aware of these activities but felt that it was nevertheless useful 
to keep Roxas in the government; his national reputation enhanced 
the prestige of the collaborationist regime, and his death would only 
provide the resistance movement with its most widely known martyr. 
In 1942 the Japanese had distributed an appeal under Roxas’s 
name, calling on guerrillas to surrender. Roxas claimed after the war 
that this was done without his permission, but the fact that he later 
accepted posts in the Japanese-sponsored government surely lent 
authority to the appeal.46

In short, Roxas had played both sides during the war, as had 
many members of the elite. However, his strategy for maintaining 
political influence in the postwar period involved a mix of collabora
tion with the Japanese and the Americans that was different from 
that used by, for example, Laurel. By 1941 it had been evident that 
Quezon had chosen Roxas as his political heir. Laurel, if he wanted
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to be able to challenge Quezon or Roxas for the postwar presidency, 
had to choose the risky course of accepting the top position under 
the Japanese; this would have worked out well had the war ended in 
some sort of Pacific compromise, but a U.S. victory turned it into a 
losing strategy. Roxas had in fact been offered the presidency by the 
Japanese, but he turned it down, recommending Laurel in his 
place.47 With a proper balance of support for both sides, Roxas could 
avoid committing himself before the outcome of the war was certain 
and thus maximize his chances of postbellum influence. It is quite 
likely that had Japan won the war Roxas would have had a good shot 
at becoming president.

In any event, in 1945 Roxas was not treated like other high 
officials in the Japanese-sponsored government who had engaged in 
similar contacts with guerrillas and U.S. intelligence agents. While 
these people were all arrested, Roxas was flown by special plane to 
MacArthur, who greeted him with a bear hug. Roxas was then as
signed to active duty in the intelligence section of MacArthur’s gen
eral staff.48

What accounted for this differential treatment? MacArthur’s 
headquarters stated that Roxas, unlike the others, had held a com
mission in the U.S. Army, making him an American officer rather 
than a Philippine collaborator. But this was not very convincing, for 
General Guillermo Francisco was arrested even though he too had a 
commission in the U.S. Army.49 And the various intelligence reports 
that labeled Roxas as a “reluctant” collaborator and loyal to the U.S. 
did not provide a basis for treating him differently, for some of 
those arrested had been reported similarly loyal by intelligence 
agents.50

What Roxas did have in his favor was his close friendship with 
MacArthur and his staff. Roxas .had been a party to the transfer of 
money to MacArthur and Sutherland. According to State Depart
ment officials, Roxas was said to be especially popular with officers 
of the U.S. Army who had financial interests in the Philippines, such 
as Whitney and Soriano; Soriano was reported to be one of Roxas 
“closest associates.” At the end of Mardi 1945 it was Soriano and 
MacArthur’s military secretary, Brigadier General Bonner Fellers, 
who had prepared a memorandum on, among other things, Roxas’s 
loyalty to the U.S.; it is not surprising that the evidence they looked 
at pictured Roxas as “completely loyaj.”51

United States military officials appreciated Roxas’s administra
tive ability and were eager to see him obtain a powerful position in 
the Philippine government. His one real challenger for power, 
Osmena, though having a long history of serving U.S. interests, was
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aging and felt to be lacking in vigor; in addition, he had crossed 
MacArthur by opposing the latter’s plans for the military defense of 
the Philippines back in 1936.52

The special treatment accorded Roxas had two important conse
quences. First, it thoroughly obfuscated the issue of collaboration, 
for if Roxas was not a collaborator than were not Laurel and the 
others innocent as well? Second, the unilateral exoneration of Roxas 
provided the collaborators as a whole with an influential champion.53

Whether MacArthur had foreseen this is impossible to know, 
but even if he had not, it is clear that his action was the result of the 
natural affinity between U.S. officials and the Philippine elite. It was 
not accidental that the special treatment was given to a person of 
wealth and power, for such were the people that the American au
thorities had been collaborating with for years.

In early April 1945 Harry Truman had succeeded to the presi
dency upon the death of Roosevelt. Osmena was in Washington at the 
time, and Truman assured him that independence would be granted 
to the Philippines as soon as practicable. During the war the U.S. 
Congress had passed a bill allowing the American president to ad
vance the date of Philippine independence. This legislation had con
siderable propaganda use; it was a reason to trust and rally to the 
United States, as Filipinos were told during the U.S. reconquest of the 
islands.54 But it had no practical effect, for, in the words of Secretary 
of War Henry L. Stimson, the United States was determined

that certain relations between the two nations should be settled before 
they severed their relationship. It was much easier to negotiate in the 
flush of the good relations of the war and the victory. If we waited 
until after they were separate, then we should have the delays and 
formalities of diplomatic procedure.

In particular, said Stimson, the rights of Americans in the Philip
pines ought to be adjusted before independence. By mid-June 1945 
the press reported that the plan to push forward Philippine inde
pendence had been virtually abandoned.55

But though independence was not going to be advanced, neither 
was it going to be postponed past July 4, 1946, the date specified by 
the Tydings-McDuffie Act of 1934. Despite the pleas by some U.S. 
business interests in the islands to put off independence for five or 
ten years, the United States and Truman were committed to ending 
colonialism. There was concern, the U.S. Office of Strategic Services 
(OSS) noted, that any deviation from the independence goal, however
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slight, “may be seized upon by other colonial powers as an excuse for 
maintaining the colonial status in the Far East.”36 The kind of inde
pendence planned, however, was in the neocolonial pattern. Tru
man’s goal, as recorded in his memoirs, was to make the Philippines 
“as free as we had made Cuba.” In September 1945 Truman 
appointed Paul McNutt high commissioner to the Philippines. In ad
dition to having tried to promote a “re-examination” of Philippine 
independence while high commissioner before the war, McNutt had 
publicly recommended the postponement of Philippine indepen
dence in late March 1945.57 He was certainly the appropriate choice 
for making the Philippines as free as Cuba.

In the meantime, events had been progressing in the Philip
pines. In June 1945, at Mac Arthur’s urging, Osmena called the Phil
ippine Congress into session. Those who had been elected to the 
legislature back in 1941 who were not dead or being detained by the 
U.S. Army for collaboration came to Manila to take their seats.58 Not 
all who had held positions under the Japanese were in U.S. custody, 
however, for at least 8 of the 14 available senators and 19 of the 67 
available representatives had served in some post during the occupa
tion.59 At least two senators had been released by the army in order 
to allow them to attend the sessions of Congress.60

At the first meeting, Roxas was elected president of the Senate. 
To the senators, Roxas was the obvious choice to be their leader. 
Aside from his prewar prominence, it was clear that he would not 
take a hard line against collaborators. On the first day of the Sen
ate session he declared that only those who had remained in the 
Philippines during the war could be aware that “everyone fought 
back.” He knew no one in the legislature, he stated some days later, 
who could justly be charged with collaboration. Indeed, a Roxas 
newspaper was soon to claim that collaboration was “nothing but a 
myth.”61

In late August 1945 Mac Arthur began turning over to the Com
monwealth the alleged collaborators that he was holding, including 
seven senators and seven representatives. Under pressure from the 
Congress, Osmena allowed those who could afford it to be released 
on bail, thus enabling them to influence Philippine politics again.62

Whatever their war records, however, all the legislators were 
members of the elite and had the same disregard for the well-being 
of the population that had characterized the Filipino elite in the 
prewar years. This was most convincingly demonstrated when they 
passed a bill giving to each legislator 31,600 pesos back pay for the 
period January 1942 to February 1945, when the Congress was
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unable to meet. Twenty members of Congress had served in the 
Japanese-sponsored Assembly, but the bill did not prevent them 
from collecting back pay as well. Lesser government officials and 
personnel, however, were to receive only up to three months back 
pay, provided they had not served the Japanese. Osmena scolded 
Congress for passing this legislation, but he did not veto it.63 A rally 
called to protest the back-pay bill was denied a permit.64

In August, Representative Manuel V. Gallego, head of the Ways 
and Means Committee, proposed a bill to give various tax benefits to 
landowners. “Those who suffered most during this war,” he de
clared, “are precisely the owners of big landed estates. . . .” To those 
who had a grudge against the landed class he said, “Who is support
ing this government. . . the have-nots class or the capitalists class?”65 
Gallego did not mention that he was reported to have engaged in 
buying and selling rice on the black market during the war; since 
before the war, he apparently had not dared return to the province 
he represented in the Congress, because of the hostility of the 
people toward him.66

As president of the Senate, Roxas was ex officio chairperson of 
the powerful Joint Commission on Appointments. All those whom 
Osmena wished to appoint to office had to be approved by this body. 
Dominated as it was by those tainted with collaboration, the legisla
tive branch was able to deny high office to staunch anticollaboration
ists. The first test came in late June. Two Osmena cabinet officers, 
Tomas Confesor and Tomas Cabili, had been vocal critics of collabo- 
ration and of Roxas in particular and had to be confirmed by the 
joint commission. But just before it could act on them, Osmena 
backed down and withdrew their names. In mid-July, Osmena nomi
nated eleven judges to the Supreme Court. The commission con
firmed the three who had held office during the occupation and 
rejected the others.67

It may seem that the situation was simply one of a collaboration
ist Congress stymieing a weak anticollaborationist president, but 
things were more complicated. Roxas had told his supporters, even 
before the Congress was convened, to launch his campaign for the 
presidency.68 The Filipino elite was engaging in its traditional strug
gle for office, and the collaboration issue was an instrument of this 
struggle. Thus, when Osmena nominated as his secretary of com
merce and agriculture a man who had held office in the Laurel 
government, the Commission on Appointments temporarily blocked 
the appointment. The reason for both the nomination and the ob
struction was that the man was known to be a devoted Osmena 
follower. (Once in office, he also came to be known as a crook when
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he sold government property to the black market.69) And while it 
was true that the Commission on Appointments selectively con
firmed justices for the high court, it was also true that the three 
approved collaborators had been chosen by Osmena.

Another indication of the role played by the struggle for office 
was the case of Tomas Cabili. Realizing that his political fortunes 
would be greatly enhanced if the collaborators were discredited, he 
sharply attacked Roxas, although some months earlier he had pub
licly declared that Roxas’s “patriotism and love of country cannot be 
questioned.”70

Osmena revealed his true position when Congress ended its 
session. Now he would no longer need legislative confirmation for 
his appointees, and he proceeded to remove Roxas supporters and 
replace them with his own followers. Not infrequently this involved 
replacing noncollaborators with collaborators.71 By March 1946, 5 of 
11 Supreme Court justices—all Osmena appointees—had held judi
cial positions under the Japanese and 16 of 47 governors that 
Osmena selected had collaborated, while only 8 had had a clear 
connection with the underground movement.72

Osmena’s campaign strategy involved a number of components. 
First, he wished to avoid an open break with Roxas, for Osmena was 
still head of the Nacionalista party, to which they both belonged. 
This was the motive behind his capitulation on Confesor and Cabili 
and behind attempts on his part to get Roxas to agree to be his 
vice-president.73 Second, in the event of a formal split, Osmena 
wanted to maximize his backing among the elite and place as many 
of his supporters as possible in positions of influence. Third, he 
wanted to keep alive the collaboration issue enough to weaken 
Roxas. And fourth, he was eager to curry favor in Washington. 
United States economic aid would give an Osmena candidacy a valu
able boost.

Roxas’s strategy was aimed at gaining the support of the bulk of 
the Nacionalista machine, which had collaborated, by assuring them 
lenient treatment, and at the same time not alienating the United 
States. Thus, Roxas declared that he would deal firmly with collabo
rators but that most of the elite who worked for the Japanese had 
not been collaborators.

The majority of the elite collaborators supported Roxas, for he 
offered them the best chance of avoiding punishment. A substantial 
portion of them, however, supported Osmena out of personal loy
alty, and a number supported him on the grounds that because of 
his advanced age—he was sixty-seven in 1945—Osmena might de
cree an amnesty out of magnanimity, while Roxas, young and politi-
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cally ambitious, might fear the threat from rehabilitated elites to his 
continued power.74

In September 1945 Roxas supporters in the Congress passed a 
bill establishing a People’s Court to try collaboration cases. Lorenzo 
Tanada, who was to be the chief prosecutor of the court, called the 
bill “weak and rotten” and charged that some of its provisions were 
“intended to protect certain influential members of Congress” who 
might be brought to trial. Osmena vetoed the bill. United States 
Secretary of the Interior Harold Ickes provided Osmena with a 
weapon to use against the Roxas forces when he sent him a tele
gram indicating that the United States might well be reluctant to 
give aid to the Philippines if the Commonwealth government did not 
deal sternly with collaborators. Osmena, however, pushed for only a 
mild compromise, agreeing with Congress on a People’s Court bill 
which provided that there would be only fifteen judges, twenty-five 
prosecutors, and a strict six-month time limit for filing indictments 
against the 5,600 people turned over by the U.S. Army. This placed 
an almost insurmountable practical obstacle in the way of preparing 
cases against the collaborators.75

On September 23 a mass rally of over 30,000 persons was held 
in Manila calling for the release of Hukbalahap leaders; placards in 
the crowd denounced the “traitor Congress.” According to the Ma
nila Times account, the secretary of national defense “was observed 
trying to extricate himself from such questions as to why Hukbala- 
haps in Tarlac are being thrown in jail.” Two days later a bill was 
introduced in the Congress to investigate the subversive role of 
“aliens” (i.e., Chinese) in the demonstration. “They must be subver
sive,” said the bill’s sponsor, since they had been “demanding the 
release of Taruc, Alejandrino and all Hukbalahaps.” One represen
tative asked whether it wouldn’t be better for the good name of the 
Congress to have the solicitor general investigate each member of 
the House. He was cut off, as recorded in the Congressional Record: 
“The House: No, no, no, no.” Accordingly, a special House commit
tee was formed to investigate the subversive aliens.76

While the civilian organs of the Philippine government were 
becoming dominated by the elite who had served the Japanese, 
much the same was happening in the army. On March 17, 1945, 
with U.S. approval, Secretary of National Defense Cabili had issued 
General Order No. 20, which barred collaborators from the Philip
pine Army unless they had ceased collaborating and joined the guer
rillas prior to September 30, 1944. Enforcement of this order, how
ever, was left up to the army hierarchy, and the order was ignored, 
evaded, and sabotaged. After Osmena removed Cabili from the de-
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fense portfolio on June 29, the order was revised to make anyone 
who had ever aided the guerrillas in any capacity innocent of col
laboration regardless of their services to the Japanese. In August the 
U.S. consul general in Manila reported that no officers had yet been 
removed from the army, although 80 percent of them were thought 
to have collaborated. The first court martial trial proved, in the 
words of a special U.S. Justice Department investigator, to be “a 
fiasco.” The officers in charge of judging collaboration were often 
collaborators themselves.77 By May 1946 the Philippine Army had 
not convicted a single officer or enlisted man.78

The collaborators also made an effort to assure their continued 
domination of the economic life of the country, but here they ran 
into difficulty, for they were competing with U.S. business interests. 
Before the economy of the islands could be restored, some determi
nation had to be made as to the validity of the debts paid off in 
Japanese military notes during the occupation. This currency had 
begun as the equivalent of the peso, but excessive inflation in 1943 
and 1944 greatly reduced its real value. Numerous wealthy Filipinos, 
especially buy-and-sell merchants who were the most likely to ac
quire large amounts of Japanese notes, paid back their prewar loans 
in this inflated currency. The creditor was often forced to accept 
payment in Japanese scrip or was absent or in prison during the 
transaction; this was particularly true of American and British banks 
and business interests, since the Japanese treated them as enemy 
aliens during the war. United States High Commissioner Paul 
McNutt, his financial adviser who worked for the Bank of America, 
and Osmena’s special bank adviser who worked for the Chase Na
tional Bank proposed that prewar debts paid in the Japanese cur
rency be deemed only partially cleared, according to a formula that 
converted the Japanese notes to their peso value for different time 
periods during the occupation. Osmena agreed to support such a 
scheme, but the Congress, led by Roxas, passed a bill that instead 
validated debt payments at their face value, and Osmena signed it.79 
Among the Philippine politicians who would benefit financially from 
this were Roxas and Osmena.80

Before the bill could become law, however, it had to be approved 
by Truman since, under the Tydings-McDuffie Act, legislation deal
ing with currency required the U.S. president’s concurrence. McNutt 
called for a veto, and on February' 7, 1946, Truman did veto the 
legislation, on the announced grounds that it “would work to the 
benefit of persons who did business with and under the Japanese to 
the prejudice of those who were loyal. . . .” The National City Bank of 
New York and several British banks had urged the veto.81 The Philip-
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pine Congress would have to wait until independence to try again to 
validate their wartime transactions. In the meantime, they were in a 
position to make sure that no serious war profits tax could be im
posed, so their buy-and-sell fortunes remained intact.82

Throughout the second half of 1945 and early 1946, American 
officials grappled with the problem of what do about collaboration 
in the Philippines. It is important to keep in mind that, to Washing
ton, collaboration was a matter not of betraying the Philippine 
people but of being disloyal to the United States—the disloyalty of 
siding with Japanese colonialism instead of American colonialism.

Two considerations argued for a U.S. policy of forcefully insist
ing upon the purging of collaborators. First, there was always the 
danger that someone who collaborated with the Japanese was not 
simply an opportunist willing to work for the highest bidder but 
genuinely anti-American. At least one State Department official in 
Washington was concerned that this might be the case with Roxas.83 
If so, it would further U.S. interests to eliminate such people from 
positions of political and economic influence. This consideration, 
however, lost much of its force in that the two highest U.S. officials 
in the Philippines, Mac Arthur and McNutt, as well as many army 
officers and McNutt’s assistant, were friends of Roxas, supported 
him, and were able to work with him. And McNutt had been en
trusted by Truman with much more authority over Philippine af
fairs than any previous high commissioner.84

Of course, MacArthur and McNutt were right in one sense: 
regardless of their war records, Roxas and many of the other col
laborators were willing to cooperate now with the United States. By 
the spring of 1946, U.S. officials in Manila were reporting increased 
anti-Americanism from the Osmena camp while Roxas was main
taining a “moderate” tone.85 Thus, though Roxas’s followers in
cluded the majority of the collaborators, they did not appear to be 
hostile to U.S. interests. Indeed, their fear that they might be subject 
to an American-ordered purge may well have increased their desire 
to serve the United States.

The second consideration that called for a strong U.S. response 
with regard to collaboration was American public opinion. News 
from the Philippines did not really get through to the United States 
until September 1945, when MacArthur lifted his wartime censor
ship,86 and there was a wide public outcry against collaborators in 
the Philippine government. Only at this point did the Truman ad
ministration move on the question—but it moved in such a way as to 
diffuse criticism.

On September 10, Acting Secretary of State Dean Acheson told
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the U.S. consul general in Manila to advise Osmena that the failure 
to deal promptly and effectively with the collaboration problem had 
created an unfavorable impression in the United States.87 On Oc
tober 25 Truman publicly ordered the attorney general to send an 
investigator to the Philippines to report on the collaboration situa
tion. This, in the words of one official, “served to make inappropri
ate any action” by the U.S. government regarding collaboration for 
the duration of the investigation.88 The study was not completed 
until more than three months later, giving public opinion a chance 
to cool down.

In late February 1946 High Commissioner McNutt announced 
that the United States would give aid to the Philippines regardless of 
whom it elected president. Three weeks later, Truman declared that 
the United States would let the Commonwealth government setde 
the issue of collaboration on its own. Truman explained that he 
believed the Philippine authorities were pursuing “an earnest and 
well-directed effort” to deal with the collaborators and that he had 
“every confidence in the determination of the Philippine people” to 
“punish those who served the enemy.” This explanation was rather 
disingenuous, however. The Justice Department’s special investiga
tor had warned in the strongest terms that without prompt U.S. 
action it was extremely likely that the collaborators would escape 
punishment. Earlier the consul general in Manila had expressed 
similar doubts, and a few days after Truman’s announcement the 
special assistant to the high commissioner repeated the prediction.89 
There were, however, more compelling arguments favoring a le
nient attitude toward collaboration.

One U.S. official felt that the Filipinos had untapped human 
resources to use if the collaborators were eliminated from public life, 
but others were not so sanguine. A strict removal from the Philip
pine Army of those who served the Japanese, according to a high 
MacArthur aide, would result in the loss of “valuable” officers and 
men, comprising about 90 percent of the army’s total personnel. 
Accordingly, he recommended a less stringent policy on collabora
tion. And an assistant to McNutt recalls that the attitude in the high 
commissioner’s office was that the collaborators included the most 
promising leaders in the Philippines.90

Pushing the collaboration issue also had the disadvantage of 
polarizing Philippine society—collaborators versus guerrillas—a sit
uation U.S. officials wished to avoid. Even Harold Ickes, the Tru
man administration’s most adamant opponent of collaboration, 
warned that a political struggle was developing between guerrillas 
and collaborators and that there was reason “to fear” that Osmena’s
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“moderate program will be superseded by either a collaborationist or 
an extreme ‘purge’ group of political leaders.”91 The identity of this 
“purge group” was not mentioned, but it is clear that the left-wing 
Hukbalahap was at least part of it. The Huks were among the most 
uncompromising anticollaborationists, as U.S. officials knew,92 and 
would be prominent in any government that excluded collaborators. 
As one American scholar, influential in policymaking circles, has 
explained, if the United States “had pressed the collaboration issue 
with the threat of withholding financial help unless all collaborators 
were tried and punished, the Communists would have ridden to 
power.”93 With the Axis defeated, collaboration seemed to U.S. offi
cials to be an issue less important than one’s attitude toward com
munism, and the collaborators were staunch opponents of the left. 
In fact, Osmena had struck McNutt as only halfhearted in his efforts 
to crush the Huks in the summer of 1945.94 For the elite to split—or 
be split—over the question of collaboration would weaken Washing
ton’s main counterweight to the left.

Two final considerations of a practical nature also militated 
against a U.S. policy of pressuring the Commonwealth government 
to remove collaborators from office. First was the problem of pre
cisely defining collaboration: there were so many gradations of coop
eration with the Japanese that drawing the line would have been 
quite difficult.95 Second was the adverse reaction, both in the Philip
pines and in Asia in general, that would result from U.S. interven
tion in an internal Philippine affair. Numerous U.S. officials raised 
this issue in their deliberations.96 There was a real practical difficulty 
for the United States in attempting to impose a purge of collabora
tors; as Quezon had privately warned back in 1943, for the United 
States to try to do so would cause the deepest bitterness, especially 
among the elite. One American official even foresaw the possibility 
of “non-cooperation” on the part of the elite.97 But it is important to 
realize that this was not a question of deciding whether or not to 
leave collaboration to be judged by the Philippine people free of 
outside intervention; rather, what was involved was whether or not 
to leave the disposition of the collaborators up to the Filipino elite, a 
large part of which had itself collaborated and which had been rein
stalled and maintained in power with the help of the United States. 
Whatever else this was, it had litde to do with self-determination.

The first step in the American-sponsored restoration of the elite 
has already been described: the dismantling of the Hukbalahap local 
governments and the turning over of jurisdiction to Osmena—an 
old elite leader whose power rested on the elite, including some of 
those who had collaborated. It was not, as McNutt claimed, Ameri-
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can “inattention” that had allowed collaborators to come into control 
of the Congress;98 it was the quite intentional U.S. policy of restoring 
the prewar oligarchy to power.

The second step was providing the elite with the means to as
sure its dominance over the radical peasantry of Central Luzon. Not 
that the Hukbalahap was attempting to overthrow the government 
in 1945 or 1946. On the contrary, the Huks somewhat naively de
pended upon parliamentary tactics to secure their ends.99 They 
joined in a coalition of liberal and left-wing resistance forces called 
the Democratic Alliance and with it planned to contest the upcoming 
congressional elections. The Huks organized meetings and legal, 
peaceful, unarmed parades in an effort to win supporters. A U.S. 
military intelligence report on the Huks in Nueva Ecija found them 
generally law-abiding.100 At the same time, they built a peasant union 
to fight for improved conditions for peasants. During the war many 
landlords had fled to the relative safety of Manila, and the peas
antry, having become “conscious of greater powers, freedom, and 
better conditions”—in the words of another military intelligence re
port—were “reluctant to return to the feudal conditions and ex
treme poverty of prewar tenancy.”101 The Filipino elite, however, 
was determined to reassert its control: to permit no autonomous 
peasant movement to exist which would challenge the absolute 
power of the landlords to decide working conditions, crop division, 
wages, and justice in the rural areas.102 Accordingly, the elite acted 
forcibly to crush the Huks and their affiliated peasant union.

In the spring and early summer of 1945, in many parts of 
Central Luzon, the US AFFE guerrillas, which were formally under 
U.S. jurisdiction, had conducted a reign of terror against the Huks. 
In the words of a U.S. Army historian, “brutality, looting, and ex
cesses of other kinds became the lot of anyone suspected of even a 
remote connection with the Hukbalahap.” The municipal officials 
appointed by Osmena enacted laws which added the bludgeon of 
legal authority to that of USAFFE terrorism. In Concepcion, Tarlac, 
ordinance nos. 1 and 7 required that a permit be obtained from the 
mayor for any public meeting or demonstration, with a penalty of 
six months in jail plus a fine for violators. The Philippine Lawyers 
Guild charged that under the guise of safeguarding peace the mayor 
had refused to grant permits. Ordinance no. 4 provided a six-month 
jail sentence and a fine for persons found within the town without 
legitimate business or visible means of support, and no. 6 threatened 
the same penalty for any householder who failed to promptly report 
any nonresident who entered his or her dwelling for shelter or ac
commodation. This last ordinance, the Lawyers Guild asserted, was
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nothing more than the neighborhood system that had been set up by 
the Japanese to help them combat guerrillas.103

In October 1945, with World War II over, units of the Philippine 
Army were ordered demobilized, including the US AFFE guerrilla 
units. The elite now needed alternative instruments for enforcing 
its rule. The Philippine Constabulary, a onetime prop of landlord 
power, was thoroughly discredited at the end of the war. It had, in 
MacArthur’s words, been employed as “a notorious instrument of 
Japanese oppression” during the occupation.104 This rendered it 
quite unsuitable as an instrument for maintaining law and order 
because it was likely to create more unrest than it could put down. 
One of MacArthur’s aides observed that “tenants, workers and or
ganizations which have always opposed constituted authority” posed 
a threat for which the “establishment of an efficient national police 
system is essential.” He transmitted to MacArthur a report recom
mending the reactivation of the Philippine Constabulary under a 
different name and under the temporary control of the U.S. Mili
tary Police Command.105 In November 1945 MacArthur advised the 
War Department that instead of reestablishing the Constabulary it 
would be desirable to substitute a Military Police Command of the 
Philippine Army to perform substantially the same functions. Tru
man was somewhat concerned that giving the military peacetime 
jurisdiction over internal law and order might cause adverse public 
reaction in the United States and the Philippines, but he went 
along with the suggestion.106

The United States trained this force, and it was at first under 
the direct control and supervision of the U.S. Army. Gradually op
erational control was turned over to the Commonwealth govern
ment. At the beginning of January, four and a half months after the 
end of the war, the responsibility for the Central Luzon provinces 
was transferred to Commonwealth authority; by February 1, all the 
provinces had been turned over, and on March 1 the Manila Police 
were turned over as well. Only after this latter date did U.S. Military 
Police cease to have jurisdiction over Filipino civilians. The United 
States, however, continued to provide arms, advisers, and full finan
cial support for the Philippine Military Police (MP) until July l .107 In 
addition, ultimate authority over the entire Philippine Armed Forces 
rested with the United States until July 1, just before independence.

The Huks claimed that 80 percent of the MP force being used 
in Central Luzon in May 1946 had served in the Japanese-sponsored 
Constabulary. A U.S. official reported that this figure was unduly 
high but acknowledged that no serious effort had ever been made to 
eliminate “disloyal elements” from the Philippine Army of which the
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MP units were a part. According to the Manila Times, Secretary of 
National Defense Montelibano stated that most MPs in these areas 
were ex-US AFFE guerrillas with grudges against the Huks dating 
back to the Japanese occupation.108

The MPs continued the reign of terror against the Hukbalahap 
that the USAFFEs had begun. At the beginning of January, a U.S. 
official in the Philippines reported that the Huks had legitimate 
complaints but that the “most direct answer which they have re
ceived thus far has come from the Secretary of National Defense 
who has issued 10,000 submachine guns to his MPs and has an
nounced that ‘Peace will be maintained at any price/ ” The sub
machine guns, it should be noted, came from the U.S. Army. A week 
later the same official filed the following account:

It is reported that on 10 January the MPs went into action in three 
different places in Central Luzon.

In barrio Santo Nino, Concepcion, Tarlac, a meeting which had 
been called to select delegates to the Democratic Alliance provincial 
convention was raided by MPs, and one man was wounded. All those 
attending the meeting were released after questioning.

In barrio Sierra, La Paz, Tarlac, a similar meeting which was 
being held in a private house was broken up, and 49 of those attend
ing were lodged in jail under a charge of illegal association. In barrio 
San Nicolas, Bongabong, Nueva Ecija, MPs opened fire on a group of 
people who were celebrating the end of the rice harvest, reportedly 
killing 5 and wounding 11. Their explanation of this action, which 
possibly is true, is that they heard a shot which they believed came 
from this group.109

And the next month he reported that a Democratic Alliance meeting 
with a proper permit was broken up by a large group of Philippine 
Army MPs by the “simple expedient of drowning out the speakers 
with the sirens of the two tanks which they had brought with 
them.”110

Not content with having only the MPs on their side, the land
lords of Central Luzon organized their own units of civilian guards. 
Generally led by the sons of the landed proprietors, civilian guards 
were composed to a large extent of former US AFFE guerrillas and 
former guards for large landowners prior to the occupation. Their 
arms were provided both by the landlords and by the provincial 
governors, and they participated with the MPs in joint operations 
against the peasants. At first the MP commander had denied this, 
saying that the armed civilians accompanying his troops were merely 
hitchhikers on tanks or guides, but the cooperative operadons were
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later acknowledged. The civilian guards, a Philippine official later 
recalled, were among the most undisciplined groups imaginable. 
Many of the crimes that were attributed to the Huks, a U.S. intelli
gence report acknowledged, were in fact committed by the MPs and 
the civilian guards, “the most serious offenders.”111

While the MPs and civilian guards were helping the landlords 
dominate the radical peasantry, the elite also had a backup line of 
defense in the quarter of a million U.S. troops still stationed in the 
islands. With the end of the Pacific war, American officials were 
reluctant to employ U.S. soldiers against Filipinos. Even the conser
vative former colonial official, W. Cameron Forbes, felt that the 
United States should not deviate from its longtime practice of using 
Filipinos against Filipinos.112 But Washington was not willing to with
draw the troops until it was sure the Philippine government—which 
is to say, the elite—could adequately handle the Huks.

In December 1945 and January 1946, more than four months 
after V-J day, the GIs in the Philippines organized demonstrations 
demanding their return home. According to the Associated Press, 
Lieutenant General W. D. Styer, commander of the U.S. Army 
Forces in the Western Pacific, told the troops that “the changing 
international situation” made it impossible to send all eligible men 
home at once. The next day, according to United Press, Truman 
“explained that ‘critical need for troops overseas’ still exists and told 
protesting GIs and others that demobilization cannot be speeded up 
if the United States is to do her share toward keeping world 
peace.”113 A few days later, Army Chief of Staff Dwight D. Eisen
hower elaborated:

There is no effective Philippine agency now in existence to maintain 
law and order. As a result of the war the Philippines were left without 
an effective police force and the splendid Philippine Scout organiza
tions were practically destroyed. Now armed bands of guerrillas roam 
the hills, bent on pilferage which only our active presence controls. We 
are now engaged in recruiting a force of 50,000 Filipinos to replace a 
comparable number of our men in the Philippines and elsewhere in 
the Pacific, but it will be many months before this force becomes 
effective enough to accept the responsibility of policing the islands. It 
is our clear obligation to assist until that time arrives.114

When Cameron Forbes returned frotp a trip to the Philippines and 
warned Eisenhower of the Huk menace, he found the general “very 
sympathetic and very well informed.”115

In the first week of January, a U.S. Army newspaper ran a story 
quoting an officer of the 86th Infantry Division in the Philippines,
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saying that the unit was to be put on battle status to cope with 
possible unrest in the islands. Pentagon spokespeople denied this 
report, but when Secretary of War Robert Patterson was asked if 
U.S. troops in the Philippines might be utilized in the event of inter
nal disorders, he replied that he could not comment because he had 
not been apprised of the local situation. More than three months 
later, on April 30, Eisenhower announced that the United States was 
gradually reducing its force in the Philippines and would maintain 
only a garrison force after the Philippine government had the inter
nal situation well in hand.116

In the meantime, the final rupture between Roxas and Osmena 
was taking place. Osmena had been anxious to postpone elections as 
long as possible, both because he thought his chances would be bet
ter later and because he would be president until the elections. 
Under U.S. pressure, he agreed to schedule elections for the presi
dency and Congress for April 23, 1946. On December 22, 1945, 
Roxas formally opened his campaign headquarters. The Naciona- 
lista party convention nominated Osmena for president and Eulogio 
Rodriguez for vice-president, while the Roxas forces held their con
vention under the name Liberal Wing of the Nacionalista party. This 
soon became shortened to simply “Liberal party.” There was nothing 
particularly liberal about this faction, but then again there had never 
been anything particularly nationalistic about the Nacionalistas 
either. The Liberal party chose as its standard-bearers Roxas and 
Elpidio Quirino.117

The platforms of the two parties were virtually indistinguishable, 
a fact that accurately reflected their identical social base; they were 
both parties of the elite, divided on the basis of personal loyalties 
rather than principles.118 Both publicly favored independence 
(though privately, both were less than eager).119 Both advocated loy
alty to the United States and welcomed the investment of U.S. capital. 
Both parties drew on the support of collaborators, although the ma
jority backed the Roxas candidacy. The Osmena senatorial ticket in
cluded one person who had held a fairly important post in Laurel’s 
government, two who had held minor positions under the Japanese, 
and a fourth of “uncertain reputation.” There was an unconfirmed 
report that Osmena’s campaign manager tried to pressure the solici
tor general of the People’s Court to rush through an acquittal of a 
high-ranking collaborator so that he might serve as Osmena’s vice- 
president. Of the Liberal party’s senatorial candidates, ten out of 
sixteen had held positions in the Japanese-sponsored governments, 
and three others were accused of making money off the war.120

Both parties were also corrupt. For example, a pro-Osmena
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newspaper editorial conceded that high officials of Osmena’s admin
istration had used the distribution of relief goods for their personal 
gain; and it was only some newspaper publicity that prevented Roxas 
from having one of his private homes rebuilt at governmental 
expense.121

The Democratic Alliance was enamored of neither candidate 
but disliked Roxas more because of his war record and the fact that 
his was the party to which the bulk of the collaborators adhered. 
The Democratic Alliance agreed to back Osmena for president in 
return for its own congressional candidates in Central Luzon being 
accepted on the Nacionalista ticket. This arrangement did not indi
cate that Osmena had become a supporter of the left; it was for him 
merely a campaign tactic. In fact, Roxas himself had tried unsuccess
fully to court the Hukbalahap.122 Relations between the Democratic 
Alliance and Osmena were far from harmonious. The attacks 
against the Huks and their peasant union continued unabated. The 
MPs and the civilian guards, it is true, had stronger ties to local elites 
than to the national government, but Osmena was not inclined to 
restrain them, for he wanted to avoid alienating his elite supporters 
or offending his elite sensibilities. Between September 1945 and the 
beginning of May, a conservative estimate placed the number of 
Huks killed in Central Luzon at 660, while the MP death toll was 
about 60. Nevertheless, Osmena’s alliance with the Democratic Alli
ance scared many of the elite, who sought safety in the Roxas camp. 
“I am fighting in this election/’ Roxas declared, “because we must 
save this country from chaos, corruption, and Communists.”123

With an atmosphere of near civil war in Central Luzon, Roxas 
cabled McNutt, who was in Washington at the time, asserting that 
terrorism and intimidation were being used against his followers in 
these provinces. McNutt broke his announced policy of noninterven
tion and publicly cautioned Osmena to maintain free and orderly 
elections.124 McNutt was acting here not as a disinterested defender 
of unobstructed balloting but as a partisan opponent of the Huks. 
He told Osmena that he had no firsthand knowledge of the veracity 
of Roxas’s charges, yet when his assistant had reported MP terrorism 
against the Huks and the Democratic Alliance, he had issued no 
warning. When his assistant documented the falsity of Roxas’s alle
gation that voter registration was inflated in Pampanga and showed 
that in fact voter registration in that province had declined since 
1941, while in Roxas’s home province of Capiz it had increased, 
McNutt made no comment.123 McNutt’s attitude toward the Huk
balahap was extremely antagonistic. The Huks opposed the U.S.- 
Philippine trade agreement that McNutt had been instrumental in
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drafting. But more generally they stood for fundamental social 
change. McNutt was a New Dealer, but he had not—as his secretary 
once assured an inquirer—“been identified with the group of ex
treme reformers.” He had earned the epithet “Hoosier Hitler” from 
Norman Thomas for his prewar use of troops during strikes by 
Indiana workers. And his personal friend Douglas MacArthur ap
preciated “the conservative caution” of his liberalism.126

In October 1945 Truman had requested that McNutt conduct a 
study of agrarian unrest. This, like the instructions to the Justice 
Department to investigate the collaboration question issued the same 
day, was designed to allay public criticism of events in the Philippines. 
Three months later, McNutt announced that the United States was 
studying the problem, but was not interested in, and would not ad
dress itself to, “the political aspects of the so-called agrarian unrest.” 
The United States, he said, was concerned only with the economics of 
the problem; “we will not be impressed by demonstrations or signs of 
disorder [nor will we] solicit petitions or declarations of political griev
ances.” This was a peculiar way of studying agrarian unrest, but 
McNutt neglected to mention his efforts to get the FBI and the De
partment of Justice to investigate the Huks.127

As previously noted, part of Osmena’s campaign strategy was to 
remove many Roxas supporters from government posts and replace 
them with people loyal to himself. This, however, was the only privi
lege of being the incumbent that Osmena enjoyed. Pork barrel was 
unavailable to him, for the Commonwealth had few funds or sup
plies of its own, and Washington was slow in providing rehabilitation 
funds, for reasons to be discussed in the next chapter. Poll watchers 
had traditionally played a role in Philippine politics equivalent to 
ward captains in the United States, but in December 1945 the Roxas 
forces in Congress had forced Osmena to agree that each faction 
would get an equal number of poll inspectors in the event of a split 
in the Nacionalista party.128

On the other hand, in Roxas’s favor was the fact that he had the 
support of many of the largest financial interests in the islands. 
Some, like Vicente Madrigal, wanted to back the candidate they 
thought most likely to clear them of collaboration charges. Others, 
frightened by Osmena’s having accepted the support of the Demo
cratic Alliance, were drawn to Roxas by his vow to crush the Huks 
within sixty days of his election. The prewar Falangists contributed 
heavily to Roxas’s campaign.129

Out of a population of 18 million, 3 million people were quali
fied and registered to vote in the election. On April 23, 2.5 million 
people cast ballots, 54 percent of them for Roxas.130 The conduct of
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the elections will be discussed in the next chapter, but the result was 
that the elite—particularly that portion of it which had collaborated 
with the Japanese—confirmed its hold on the political life of the 
country. Six of Roxas’s ten cabinet officers either had served in one 
of the Japanese-sponsored governments or had been implicated in 
the buy-and-sell rackets. Numerous other high-level advisers and 
executive officers in the Roxas administration had collaborated as 
well. Even those who had not, however, had all been part of the 
economic and political elite.131

Any lingering doubts Washington may have had about Roxas 
were laid to rest by intelligence reports that assured that Roxas’s 
election would not hurt relations with the United States and might 
even lead to closer ties. Roxas was viewed as much more competent 
than Osmena, and he had “repeatedly affirmed his resolution to 
work closely with the United States and to ‘make America’s Far East 
policy effective through whatever machinery the United States 
needs.’ ”132

Shortly after his election, Roxas denied that he intended to 
grant amnesty to alleged collaborators, but as U.S. military intelli
gence knew, it was simply a matter of time.133 In August 1946, a 
Philippine senator argued against disqualifying those judges on the 
Supreme Court who had been appointed by Laurel during the war 
from judging Laurel’s alleged treason. To do so, he said, would 
encourage people to “distrust our justices.” Starting in October, bills 
were introduced in the Congress calling for amnesty for collabora
tors. The solicitor general in charge of the prosecutions, Lorenzo 
Tanada, complained repeatedly of the lack of witnesses, lack of in
vestigators, postponement of trials, excessive restrictions on the ad
missibility of evidence, and illegal influencing of witnesses. Finally, 
Tanada resigned after he discovered that some of Roxas’s key ad
visers were actually involved in the defense preparations of the lead
ing alleged collaborators.134 By January 1948, of the approximately 
5,600 cases heard by the courts, there were only 156 convictions, and 
most of these involved some criminal act besides treason. Only one 
prominent political collaborator had been convicted; although sen
tenced to life imprisonment plus disqualification from public office, 
in January 1948 he was out on bail pending appeal and holding a 
minor government position. The trials of most ranking officeholders 
under the Japanese were still pending. At the end of the month, 
Roxas declared a general amnesty for anyone accused of political or 
economic collaboration.135 In the words of later American political 
commentators who placed a high value upon ending the polarization 
in Philippine society, the amnesty proclamation was “the only wise

= T H E  UNITED" STATES AND THE PHILIPPINES=

30



= T H E  RESTORATION, 1944-1946=

and statesmanlike thing to do” and “the sensible as well as the hu
mane thing.”136

Meanwhile, Roxas’s electoral victory had resulted in a sharp 
escalation of the level of violence in Central Luzon, for Roxas was 
determined to make good his pledge to restore “law and order.” At 
the beginning of May 1946 there were nineteen companies of MPs 
in Central Luzon; two months later there were thirty-five. In April, 
May, and June, eight hundred Huks were reported killed in Nueva 
Ecija alone, according to Military Police headquarters. Armed en
counters between MPs and peasants were reported almost daily.137

In mid-May, news stories in Manila asserted that Roxas and 
McNutt—who were in Washington together on a mission—were 
discussing U.S. Army assistance in suppressing the Huks. McNutt 
issued a public denial, stating that neither he nor Roxas had dis
cussed the agrarian situation in the Philippines, “except as an eco
nomic problem.” Later, however, McNutt acknowledged that while 
in the United States Roxas had arranged for American military aid. 
As will be seen in the next chapter, the internal security purpose for 
the military assistance was fully appreciated in Washington. On June 
30, 1946, the U.S. Army gave to the Philippine Army $100 million 
worth of arms, equipment and supplies.138

When the Philippines became independent on July 4, 1946, 
litde changed in Central Luzon. What a U.S. official termed almost a 
“small-scale civil war” continued to rage. In late August, the biggest 
battle ever fought between Huks and MPs took place. For the MPs 
and the civilian guards, all suspected Huks and peasant union mem
bers were fair game. Barrios thought to harbor Huks were shelled 
indiscriminately; villagers were tortured and forcibly evacuated, 
their homes looted and burned.139 Roxas was determined to restore 
law and order—but it was to be the law and order of the elite. Thus, 
for example, at the same time that the government was attempting 
to forcibly disarm the Huks, a Roxas supporter was announcing on 
the floor of the Congress that he personally had five thousand 
armed followers.140

United States officials publicly commended Roxas for his an
nounced policy of combining reforms with firmness, but the nature 
of the reforms was revealed in a confidential report to Washington 
by McNutt’s assistant, who doubled as an adviser to Roxas. Roxas, he 
said, had launched a “psychological offensive” by explaining that he 
supported agrarian reform; the explanation was designed “for dis
persal especially in Hukbalahap concentrations preceding attacks by 
the Military Police Command.”141 Roxas had legislation passed that 
supposedly guaranteed tenant farmers on rice lands 70 percent of
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the crop, and U.S. officials publicly accepted this claim at face value. 
In fact, however, the law stated that the peasant received 70 percent 
of the harvest only if he or she provided all the supplies, farm 
implements, and work animals and bore the cost of planting and cul
tivating.142 There was no improvement in the condition of the ten
ant farmer from this legislation.

Serious reform was never contemplated by the elite. The 
wealthy landlord whom Roxas had appointed as governor of Pam- 
panga province to carry out his hard-line policy declared, “There’s 
really no agrarian problem in central Luzon.”143 To him, and to the 
elite in general, it was a problem solely of lawlessness, which could 
be solved by organizing even more civilian guards.

After July 4, the United States continued to do its share in 
maintaining the elite in power. United States Army intelligence pre
pared dossiers on “communist leaders” in the Philippines and made 
them available to “interested agencies” of the Philippine govern
ment.144 And, as will be documented in the next chapter, U.S. mili
tary aid continued to flow.

The United States had chosen to support the elite over the 
militant peasantry. Many of the elite had collaborated with the Japa
nese, and many of the elite were corrupt, but, as MacArthur said of 
Kuomintang officials, they might be venal but they should be sup
ported because “they are on our side.”145 In the Philippine context, 
being “on our side” meant supporting the postwar economic and 
military plans that the United States had for the islands. This the 
elite was happy to do.
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Independence Legislation

Rehabilitation

Rehabilitation was a pressing need for the Philippines. The war had 
left in its wake terrible destruction throughout the islands. Manila 
was, after Warsaw, the most completely devastated capital city any
where in the world.1 Many U.S. officials felt that the United States 
had an obligation to assist the Philippines in repairing the ravages 
caused by the war. This obligation had two sources. First, as a means 
of bolstering Filipino morale during the fighting, U.S. leaders had 
repeatedly pledged in public that there would be American aid for 
rehabilitation at the war’s end.2 Second, much of the physical de
struction in the Philippines had been caused by the U.S. military 
during the American reconquest of the islands. As one U.S. official 
explained, in order to “save as many American lives as possible,” the 
U.S. Air Force had “blasted” military targets in “areas of heavy 
population.”3

In order to fulfill this obligation to the Philippines, the U.S. 
House Committee on Insular Affairs conducted hearings on reha
bilitation assistance. But humanitarian concern for Filipinos was by 
no means the only motive of U.S. policymakers. Senator Millard E. 
Tydings, the sponsor of the rehabilitation legislation, stated that the 
Philippines had been the sixth largest customer for U.S. goods be
fore the war and that American jobs depended upon the rehabilita
tion of the Philippine economy. “We must now think of the Philip
pines,” Tydings said, “as a great staging area for trade.”4 A few
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months before becoming high commissioner to the Philippines, Paul 
McNutt expressed a similar view. A high-ranking officer on General 
Mac Arthur’s staff reported McNutt as saying that he wanted the 
United States to go

“whole hog” on rehabilitating the PI because of their future impor
tance to us. That it was imperative for U.S. business to dominate in the 
Pacific; that the PI should be the Asiatic springboard for Asiatic trade 
dominance; that the PI could not achieve stability, provide an outlet 
and example for U.S. trade unless we did everything necessary to 
rehabilitate the PI.5

To Washington, rehabilitation of the Philippines would also serve 
the purpose of strengthening a political ally in Asia. It was known in 
the executive branch in mid-1945, for example, that the Philippine 
delegation to the United Nations had been instructed to follow the 
lead of the United States as far as possible without injuring its position 
as a small power. Over the next few years, U.S. officials repeatedly 
emphasized that the Philippines had “thrown its lot with the United 
States,” and that the Roxas administration had “attempted to play 
down nationalistic feeling and to work closely with the United States 
on basic matters of policy” and was “bent on maintaining the strongest 
ties” with the United States.6 But the stability of such a pro-American 
regime was dependent upon rehabilitation funds; without “some con
crete steps” to rehabilitate the Philippine economy, warned a State 
Department official, “there is danger of the agrarian unrest now ex
isting in Central Luzon sweeping over the entire country with the 
most drastic results.”7

United States military strategy necessitated Philippine rehabilita
tion as well. The War Department’s key objective in the Philippines 
was the utilization by the United States of military bases in the is
lands. This objective would be furthered, the military asserted, by 
“maintaining Filipino friendship for the U.S., which is currently a 
valuable military asset” and by maintaining a stable government in 
the Philippines, based upon a reasonably prosperous economy.8 In 
the words of Senator Tydings, “politically, economically, and stra
tegically the Philippines are a great outpost of this Nation.”9 Reha
bilitation funds to the Philippines would strengthen this American 
outpost. n

There were also other considerations in the minds of U.S. pol
icymakers that helped to shape the character of the rehabilitation 
legislation. An important concern was assuring Philippine depen
dence upon free enterprise. During the hearings, the issue was
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raised as to whether the Philippine government should receive funds 
beyond those necessary to restore prewar governmental projects. 
Committee chairperson Jasper Bell waxed eloquent:

Individually, personally, I am not willing by way of one comma to 
encourage anything that even borders on communism or social
ism . . . .  I think we have to draw the line somewhere in the world 
today whether we stand for the American type of government or 
whether we stand for communism. I think right here is where we have 
to draw the line. . . . We are giving them [the Filipinos] out of our own 
pockets the property and money to restore their own government 
projects, those they already had. But when we go further and say, 
“You can use this to set up businesses in competition with private 
industry,” I think we are giving the kiss of approval to Socialists and 
Communists.10

The rest of the committee—although not nearly as impassioned as 
their chairperson—agreed that ‘‘under no circumstances can it be 
interpreted that the American Government has gone into this in 
competition with private industry.”11

The legislation resulting from these hearings provided $120 
million to the Philippine government for the repair of roads, port 
and harbor facilities, and other public property, and $100 million 
worth of surplus U.S. property (of “no real value to us,” said Tyd- 
ings) in order to aid “existing governmental units.”12

The remainder of the money that the Rehabilitation Act pro
vided was to be allocated to individuals for the restoration of their 
private property. This meant that, rather than use the destruction of 
the war as an opportunity to reconstruct Philippine society on a 
more egalitarian basis, those who were economically dominant in the 
prewar period were to be maintained in their preeminent position.13 
At least one-quarter of the value of war damage claims exceeding 
$50,000 were submitted by U.S. citizens, reflecting the significant 
American role in the prewar Philippine economy. Among the indi
vidual Filipinos who received benefits under the Rehabilitation Act 
were some whose wartime loyalty to the United States was “at least in 
question.”14 This both reflected and served to encourage the con
tinued influence of those members of the Philippine elite who had 
collaborated with the Japanese. There is a considerable irony here in 
that one of the main arguments advanced in favor of rehabilitation 
legislation was that the Filipinos deserved U.S. aid because of their 
loyalty to the American cause during the war.

The policy of favoring private enterprise was being followed as 
well by local U.S. officials in the Philippines. The head of the Foreign
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Economic Administration established in Manila in June 1945 stated, 
“The basic policy of the United States Government is to encourage 
private trade, and no government agent, either United States or Com
monwealth, should go into business.” One of the first companies to 
benefit from this “basic policy” was the Luzon Stevedoring Company, 
owned by Charles Parsons of MacArthur’s staff. As High Commis
sioner McNutt explained, “Stevedoring, which had first been carried 
on by the Army, was soon turned over to prewar firms, chiefly the 
Luzon Stevedoring Co. This was the first step in the gradual but 
continuous program designed to turn shipping back to private 
hands.”15 Emergency relief supplies being given out by the U.S. Army 
in the islands were distributed through “established wholesalers and 
retailers,” and U.S. government surplus property was sold to private 
persons who were usually able to resell it at great profit.16

The cost of food in Manila in 1945 was about eight times higher 
than in 1941. The incidence of beriberi, a disease caused by malnu
trition, was up sharply over 1940. Unskilled workers did not reach 
their prewar real wages until 1948, and skilled workers not until the 
end of 1949. Businesspeople, however, were thriving. They were 
able to turn the scarcity of consumer goods to their advantage and 
were little disposed to share their profits. For example, after a strike 
in early 1946 by Manila dockworkers, six thousand of them were 
fired by Luzon Stevedoring.17 The prewar elite was being handed 
back the reins of the economy by U.S. agencies in the Philippines 
and being rehabilitated by the legislation in Washington.

The Rehabilitation Act provided a total of $400 million for pay
ment to private individuals. A Philippine War Damage Commission, 
consisting of two Americans and one Filipino, was established to 
determine the validity of claims. Representative Walter Judd ex
plained to the House Insular Affairs Committee that if the Filipino 
member were “appointed by the President of the Philippines I, of 
course, would not want him there. But he is appointed by our 
President.”18

On March 26, 1951, the three commissioners sent a letter to 
President Truman stating that they had completed their task. “Al
though the funds authorized and appropriated were inadequate 
fully to repair the ravages of war in the Philippines, they were of 
tremendous assistance,” they wrote. “Much rehabilitation,” they 
noted, “remains to be done.”19 Th^ lack of sufficient aid to com
pletely cover the war damage was no oversight. It had been a con
scious element of American policy to leave as much of the job of 
rehabilitation as possible to private capital, in particular to U.S. capi
tal. “The half billion dollars provided in the War Damage Act,” said

= T H E  UNITEI^STATES' AND THE PHILIPPINES=

36



IN D EPEN D EN CE LEGISLATION=

McNutt, “can pay for only half of the actual war damage, perhaps 
even less. For the rest, the Philippines must depend on private capi
tal.“ As a companion piece to the Rehabilitation Act, Jasper Beil 
drew up legislation which established trade relations between the 
United States and the Philippines and gave incentives to American 
investment in the islands. “Apparendy,” Bell stated,

there are two ways in which the Philippines can be rehabilitated so 
they can stand on their own feet as a nation among nations . . . .  One is 
for the United States of America to open up the Treasury of the 
United States and pour millions of dollars in money into rebuilding 
their plants, rebuilding their structures that have been torn down and 
destroyed.

The other way is for us to give them the kind of trade relief which 
will make it possible for them and for the citizens of this great country 
to enter into private industry over in the Philippines. .. .

One of the purposes of this bill. . .  is to see that American capital 
has an opportunity to go down and invest on the basis that they will be 
safe in their investment.20

The Rehabilitation Act provided an obvious source of leverage 
for use in getting the Philippines to accept the trade legislation. U.S. 
officials differed, however, on how to employ this leverage. As head 
of the House Committee on Insular Affairs, Bell held up consider
ation of the rehabilitation bill so as not to have it passed too much 
before his trade bill. McNutt went a step further and proposed title 
six of the Rehabilitation Act, which provided that no payments in 
excess of five hundred dollars would be made under the bill until the 
Philippines accepted the trade legislation. “Very frankly, gentlemen,” 
McNutt testified, “this is an effort to tie this bill” to the Philippine 
Trade Act. Title six was adopted by the committee without objec
tion.21 The Interior and Commerce Departments had no objection to 
this provision, but the State Department prevailed upon Truman to 
issue a statement when he signed the two bills, calling the tie-in 
“unfortunate.” For all practical purposes, Truman said, “this provi
sion is surplusage, as the benefits which will flow under the enact
ment of the two bills are so great as to ensure” Philippine accep
tance. The State Department was aware that the United States was 
being charged with practicing imperialism, and in the department’s 
view nothing would be gained by the “surplusage” provision.22 A 
week later, Representative Harold Knutson introduced a bill calling 
for the repeal of title six on the grounds that Congress “did not 
realize, because of the haste and urgency of the situation, that we 
were coercing the Philippines into signing a trade agreement.” Such

37



coercion, he declared, “was the farthest thing from our minds.” The 
Knutson bill died in Bell’s Committee on Insular Affairs, apparently 
ignored by Truman.23

= T H E  UNITED'STATESi AND THE PHILIPPINES^

Trade Relations

Many of the same considerations that U.S. policymakers took into 
account in formulating the Rehabilitation Act for the Philippines 
were also involved in the drawing up of legislation regarding 
U.S.-Philippine trade relations, considerations such as the desire to 
build up a political and military ally. But the crucial issue here was 
the relationship between any U.S.-Philippine trade agreement and 
overall American strategy as to foreign economic policy. On this 
question policymakers were seriously divided. For the Department 
of State the key concern was providing foreign markets for U.S. 
goods. As Assistant Secretary of State Dean Acheson testified in 
1944, the United States had to have foreign markets if it was to 
achieve full employment and prosperity. With an alternative kind of 
economic system, Acheson acknowledged, it might be possible for 
the United States to use its entire production internally, but as pres
ently constituted the United States had to sell goods abroad.24

The Department of State took the broad view with regard to 
promoting markets abroad. It favored a world economic system in 
which all discriminatory barriers to trade would be eliminated. The 
United States had emerged from World War II with undisputed 
economic primacy, and it did not need trade preferences of its own 
in order to secure foreign markets; but it did need to remove the 
obstacles to trade imposed by other nations. This was not a uniquely 
American approach. During the period of its economic ascendancy 
in the nineteenth century, Britain had been an advocate of universal 
free trade. It was only after its preeminent position was challenged 
that it erected a tariff wall against non-Empire trade, and put its 
trade with the Empire on a preferential basis. Like Britain in the era 
of its hegemony, the United States—in the view of the State Depart
ment—should forgo the small advantages to be gained from special 
arrangements with its empire in return for securing nondiscrimina- 
tory access to the rest of the world’s markets.

To facilitate the promotion of such a policy, there was estab
lished within the executive branch an Executive Committee on Eco
nomic Foreign Policy (ECEFP). In March 1945 ECEFP met to dis
cuss the issue of trade relations with the Philippines and how this 
would fit in with the broad objectives of foreign economic policy.
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The committee noted that before the war the United States had sent 
3 percent of its exports to the Philippines, compared to 40 percent 
to the British Empire, and getting the removal of Empire prefer
ences was thus of greater importance than any advantages the 
United States might obtain in Philippine trade. “Any move now 
which would seem to give new life to the regime of U.S.-Philippine 
preferences would inevitably weaken our chances of getting satisfac
tory commitments on preferences from the British and others.”25

It might be asked why the State Department opposed prefer
ences, since bilateral tariff reductions between the United States and 
the Philippines would seem to be a step in the direction of removing 
trade barriers.26 But as ECEFP explained, tariff preferences

are discriminatory against third countries, they operate to divert trade 
from its natural courses and they tend to create international ill will. 
They are inconsistent with our objective of promoting the expansion 
of world trade on a multilateral, nondiscriminatory basis. In particular 
they are inconsistent with the fourth point of the Atlantic Charter (to 
which the Philippines have adhered) calling for the enjoyment by all 
states of access, on equal terms, to the trade and to the raw materials 
of the world which are needed for their economic prosperity and with 
the provisions of Article VII of our mutual aid agreements with the 
United Kingdom and other countries which look toward agreed action 
for the reduction of tariffs and other trade barriers and the elimina
tion of all forms of discriminatory trade treatment.27

This approach to foreign economic policy was not, however, 
shared by all departments and branches of the U.S. government. 
This difference reflected the differing interests represented by the 
various segments of officialdom. When Jasper Bell testified on the 
Philippine trade bill before the House Ways and Means Committee, 
he declared, “Every man here, of course, has contacts with busi
ness.”28 But the business interests represented in Congress were not 
the major exporters with worldwide markets who traditionally 
worked through the Departments of State and Commerce and who 
concurred in the need to eliminate trade barriers. Rather, Congress 
spoke for a wide variety of parochial and often conflicting interests: 
industries eager for tariff protection, and importers and exporters 
with particular markets. As the representatives of such constituents, 
members of Congress were frequendy willing to subordinate general 
principles to narrow interests.

Consider the case of Senator Robert Taft. Although he made a 
career out of opposing foreign aid legislation, he had been a strong 
advocate of rehabilitation funds for the Philippines and had in fact
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sponsored an earlier version of the Rehabilitation Act. Taft was re
ported to have filed this bill, according to a knowledgeable source, “at 
the request of Senator Taft’s personal friend and political backer, 
Judge John W. Haussermann, ‘gold king of the Philippines.’ ” Haus- 
sermann had a formidable economic interest both in Philippine reha
bilitation and in trade preferences. He had been an ardent reexami- 
nationist of Philippine independence, and one U.S. official remarked 
that Haussermann “will remain a Nineteenth Century American.” He 
had also been a prewar financial supporter of Paul McNutt.29 While 
the State Department feared that trade preferences with the Philip
pines would hurt chances to eliminate the British Empire prefer
ences, Taft did not think the British should abandon these prefer
ences. He did “not see why nations should not have a special relation 
as to customs matters.” Taft went on:

We are going to have military bases in the Philippines; we are going to 
have Americans established in Manila for many years to come. I do 
not see why we should not recognize in the economic field a perma
nent relationship, just as much as we recognize it in the political 
field . . . .

. . . the Philippines should always be an American outpost in the 
Pacific. The fact that they have a completely independent, autono
mous government is, I think, a good thing. .. . But certainly we shall 
always be a big brother, if you please, to the Philippine Islands.30

During the hearings on the trade bill, the Departments of State 
and Commerce repeatedly raised objections to provisions discrimi
nating against third nations. The following exchange between Rep
resentative Harold Knutson, a Republican from Minnesota, and 
Winthrop G. Brown, Chief of the Division of Commercial Policy of 
the Department of State, typifiéd the contending views:

Mr. Knutson: In other words, you are afraid American citizens might 
get some benefits that all the rest of the world would not have? 

Mr. Brown: Well—
Mr. Knutson: Yes or no?
Mr. Brown: In this particular case, yes.
Mr. Knutson: Well, that is what I thought. Of course, it would be a 

crime to give American citizens any better treatment.31
\

It is important to keep in mind that Congress did not have a 
unified foreign economic policy to counterpose to the policy of the 
State Department. What Congress agreed on was their unwillingness 
to allow general commercial policy to override particular interests.
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The Department of the Interior also did not support the State 
Department’s efforts to construct a world economic system. As the 
department in charge of the Philippines—with no responsibility for 
any other foreign market—Interior dealt with and received input 
from those with economic interests specifically in the Philippines and 
did not have to concern itself with the consequences that a Philip
pine trade agreement might have on U.S. commerce as a whole; to 
the Interior Department’s constituents it was of little import whether 
Malaya or India was opened to U.S. trade. In addition, Americans 
with an economic interest in the Philippines were willing to have 
concessions in the U.S. market given to the Filipino elite. Such con
cessions would pay back the Philippine elite for preferential treat
ment of Americans without hurting these Americans, though they 
might well come into conflict with other U.S. interests, such as do
mestic agricultural producers.

The American vegetable oils and fats industry, which processed 
the Philippine raw material, called for a minimum of twenty-five 
years of preferential trade relations. The American Chamber of 
Commerce in Manila urged that there be twenty years of free trade 
between the United States and the Philippines. Philippine govern
ment officials, speaking for the economic elite of the islands, also 
advocated twenty years of free trade.32 Both U.S. and Filipino busi
nesspeople in the Philippines had feared independence and had 
supported various reexaminationist schemes. But when Jasper 
Bell—with the backing of the Department of the Interior—intro
duced a trade bill incorporating free trade, the State Department’s 
intelligence division reported, “Big business interests in the Philip
pines . . . may no longer oppose the granting of Philippine indepen
dence since their interests are safe-guarded.”33

The State Department strongly opposed this bill, but the alter
native they supported provided not for the immediate removal of 
preferences but for their gradual elimination. This, the department 
felt, would be acceptable to the British, and in any case it was clear 
that any British abandonment of preferences would also be gradual. 
Twenty years of free trade, however, was unacceptable to the State 
Department.34

A structure of declining preferences might seem to be a reason
able way to avoid the economic dislocation of sudden measures, but 
in the postwar Philippines there was litde economy to dislocate. The 
sugar industry—the backbone of the colonial economy—had been 
largely destroyed during the war as a result both of military activity 
and of the conscious policy of the Japanese to shift the islands from 
sugar production to cotton and other crops. At the end of 1945, the
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Commonwealth government was called upon by sugar planters to 
import 50,000 tons of Cuban sugar to alleviate the shortage, and 
some U.S. sugar was also sent to the Philippines.35 ECEFP was aware 
of this situation: “The war has created an unprecedented opportu
nity to reconstruct the Philippine economy on a sound basis.” The 
“immediate postwar period will be a favorable time to adapt Philip
pine trade to a non-preferential position. Enemy occupation and the 
resulting lack of access to American markets have already resulted in 
a significant contraction of industries which depend on preferential 
treatment.” While “recognizing the weight of these points,” however, 
ECEFP “nevertheless” recommended a period of approximately 
twenty years of declining preferences. The only explanation given 
was that this was consistent with the 1938 suggestions of a joint 
U.S.-Philippine committee.36

It seems likely that there were other considerations here, be
yond some 1938 suggestions rendered obsolete by the war. The 
rebuilding of the sugar centrals, which even a declining preference 
would encourage, would entrench in power the sugar barons who 
had been such valuable allies of the United States throughout the 
colonial period. When Osmena came to the United States in 1945 
asking for trade preferences, the administrations of both Franklin 
Roosevelt and his successor, Truman, promised that full duties 
would not be imposed. At the same time, Osmena made it abun
dantly clear that he would be cooperative in serving U.S. political 
and military policy. Not only did Osmena approve of the United 
States holding bases in the postwar Philippines, but he went so far as 
to “definitely and specifically” state that whatever suggestions the 
United States “wished to make relative to United States postwar 
bases would be agreeable to him.”37 Here was an ally worth having.

This is not to suggest a conspiratorial payoff. State Department 
officials anticipated Philippine cooperation on the military bases and 
recommended against suggesting a quid pro quo (though “this could 
be utilized later if any serious opposition should arise on the part of 
Philippine officials”).38 What was involved was not a conspiracy but 
the recognition that each side needed the other.

It is important to keep in mind that Osmena did not represent 
some abstract Philippine nation; he spoke for and was part of the 
Filipino elite. Representative Roy Woodruff of Michigan declared on 
the floor of the U.S. Congress:

It is generally contended that the lowest standards of living [in the
Philippines] are found among those producing sugar for export to the
United States. Wage rates and other conditions are considered the
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very lowest to be found almost anywhere. In other words, other 
branches of agriculture, even in the Philippines, are much more con
ducive to high living standards, good health, and so forth.

Woodruff, of course, was anxious to prevent competition to his own 
state’s sugar industry, but it is significant that no one rose to dispute 
his remarks.39 In 1950, after four years of trade preferences, a U.S. 
economic survey mission reported that both “industry and agriculture 
have been very prosperous in the Philippines since the end of the war, 
but little of this prosperity has seeped through to the working force.” 
Outside of Manila, real wages were found to be “generally lower than 
the inadequate prewar level.”40 Commercial preferences then— 
whether declining or free trade—were a windfall to the Filipino elite, 
not to the country as a whole.

Another reason that the State Department was not pushing for 
an immediate termination of trade preferences was that the War 
Department advised that in the interests of U.S. military strategy the 
Philippine economy should not be allowed to become complemen
tary to the economies of either Japan or the Soviet Union. Military 
dependency is furthered by economic dependency, cautioned the 
War Department, and the first five or ten years of postwar recovery 
would establish the orientation of the Philippine economy.41

The split in the U.S. government on Philippine trade policy was 
finally resolved in November 1945. At a White House conference, 
Bell, Tydings, McNutt, and representatives of the Departments of 
State and Interior agreed to a compromise. Bell would redraft his 
bill to provide for eight years of free trade to be followed by twenty- 
five years of gradually declining preferences.42

The details of the legislation were still a matter of dispute, how
ever, as each of the different lobbies represented in Congress rushed 
to advance its interests. As ultimately formulated, the bill—the Bell 
Trade Act—specified that U.S. exports were to be admitted into the 
Philippines free of duty, with no limitation on quantity, for a period 
of eight years. The tariff would then be incrementally increased over 
the next quarter century until at the end the full duty was being 
paid. This arrangement gave U.S. goods an advantage in the Philip
pines over the goods of other nations. In some cases, such as ciga
rettes, there would have been no appreciable market for the U.S. 
product if full duties had to be paid. Adherents of the bill empha
sized that the Bell Act would reestablish the Philippines as one of the 
best customers for U.S. goods. Moreover, the Philippines could be
come a “great gateway” to trade with “the teeming millions of the 
Orient.”43
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Philippine exports to the United States were to follow the same 
pattern with the following significant exceptions: absolute quotas 
were placed on the entry of Philippine sugar, cordage, rice, cigars, 
scrap tobacco, coconut oil, and buttons of pearl. This list included 
most of the major exports of the islands. Absolute quotas are not just 
limitations on the quantity of a product that can be admitted duty
free, but an absolute limitation whether at full duty or not. The mo
tives for the quotas were quite clear. As one member of the Ways and 
Means Committee explained, “I am telling you we know we are going 
to have the quotas because that is the kind of protection our domestic 
producers will want and will get.” High Commissioner McNutt was 
more specific; with regard to the coconut oil provision he stated, “The 
reason for that, of course, is obvious. It is an effort to protect the dairy 
interests of this country.” Harold Knutson of Minnesota pointed out 
that he had “no desire to close the door on Philippine o il. . . provided 
it is rendered unfit for human consumption.” The tobacco quota, 
McNutt explained, had been “increased . . .  on information . . . that 
the United States cigar manufacturers need an additional quantity.” 
Knutson probably spoke for the entire Ways and Means Committee 
when he said:

We have interests to look after, too. . . .  It is not that we do not desire 
to be helpful to the Philippine people. God knows, I would give them 
the shirt off my back, if I had another one to replace it. In other 
words, I would give them half. But we have certain obligations here 
and we can’t let our hearts run away with us altogether.44

It was a curious rendering of the phrase “give them half” for the 
richest nation in the world to insist on unrestricted free entry of its 
exports into a war-torn and backward colony while placing absolute 
quotas on the latter’s exports.

United States officials were not always so candid. McNutt told 
the Philippine Bar Association in May 1946, “The only selfish ad
vantage, if you call it a selfish advantage, which the United States 
hopes to derive from its activities in the Philippines is the respect 
and friendship of the peoples of the Orient”; he later wrote, “There 
was at no time any inquiry into the exact reciprocal benefits which 
the United States might derive” from the Bell Act.45

The Departments of State and.Commerce objected strongly to 
the absolute quotas. Warned by dispatches from London that abso
lute quotas would weaken the U.S. negotiating position with the 
British on trade matters, the departments told the congressional 
committees considering the bill that absolute quotas were, “without
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doubt, one of the most vicious of trade restrictions.” They explained 
that enacting these provisions “would seriously limit what this Gov
ernment could do in obtaining commitments from other govern
ments to abandon the use of quotas against American exports.”46 But 
the committee members remained unconvinced.

Some claimed that the absolute quotas did not limit trade but 
rather limited the extent of the tariff concession the United States 
was giving to the Philippines.47 This would have been true if the 
quotas had been “tariff quotas,” whereby the entry of a product 
above a certain quantity was not prohibited but charged the full 
duty. With regard to absolute quotas, the claim was simply false. 
Others asserted that absolute quotas would “tend to prevent an 
uneconomic expansion of Philippine industry dependent upon pref
erences.”48 One might ask why give tariff preferences in the first 
place if the goal was to avoid uneconomic development. As both 
U.S. and Philippine officials acknowledged, the preferences would 
restore the Philippine economy to its prewar situation.49 But equally 
significant is the fact that another provision of the trade act dis
couraged diversification of the economy. Title V, section 504(a) 
stated that should the U.S. president feel that any other Philippine 
product, in addition to those placed under absolute quota, was 
“coming, or likely to come, into substantial competition” with U.S. 
products, the president could set a quota on it. The State Depart
ment had complained in committee that this one-sided provision 
was solely “for the protection of the United States interests.” One 
senator had replied, “We have got to do some thinking about what 
disrupts the United States, or else we will not have any United 
States to do any good with.”50

The trade act specified that the absolute quotas were to be 
allocated to Philippine exporters on the basis of their share of prewar 
production. The force of the provision was to maintain the domi
nance of those who had controlled the economic life of the islands— 
the Filipino elite and foreign investors. The cordage industry had 
consisted of three firms before the Japanese invasion; two of them, 
accounting for about 90 percent of total production, were owned by 
the Elizalde family, and the remaining 10 percent by a San Francisco- 
based company. The two largest tobacco export firms were American 
and Spanish. Together with one Filipino company, they made up 90 
percent of the prewar production. The two most important coconut 
oil firms were subsidiaries of U.S.-based Procter and Gamble (the 
largest Philippine manufacturing enterprise) and Britain’s Lever 
Brothers. The sugar industry was about one-half Filipino-owned, 
one-third American, and the rest Spanish.51
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An American economist has claimed that the impact of this 
quota allocation provision of the trade act was nil:

If allocation of the export quotas on the basis of prewar production 
had not been specified and if competitive forces had been permitted 
to determine the conditions of production, there is no reason to as
sume that those firms and producers which were competitive in the 
prewar period would not have been competitive in the postwar 
period.52

The first point to be made about this claim is that the concept of 
“competitive forces” is inappropriate in analyzing industries in which 
a few firms control the market. Second, the internal quota allot
ments prevented the Philippine government from taking measures 
to increase competition—if it had wanted to. And third, while it is 
certainly true that the prewar producers were economically power
ful, giving them a monopoly on exports at this time could not but 
increase their power. In particular, the internal quotas alone on 
sugar were soon found to be worth more than the value of the 
sugar. Quotas could be bought, sold, or transferred, just like land. 
In effect, the prewar producers were given a fully negotiable U.S. 
government subsidy.53

The Departments of State and Commerce had numerous objec
tions to the internal quota allotment section of the trade act. The 
provision, the Commerce Department claimed, would benefit busi
ness interests “which collaborated with the occupying forces” during 
the war, was “inconsistent with sovereignty and independence,” and 
would legislate benefits to non-American nationals, namely, Filipinos 
and Spaniards. Acting Secretary of State Acheson objected to the 
internal quota allotments, in part because the “virtual monopoly” 
given prewar producers would prevent new American enterprises 
from investing in the export industries. Supporters of the bill in 
Congress replied that the provision was necessary in order to en
courage war-damaged U.S. firms to rebuild.54 The truth of this 
proposition is debatable, but in any case it presupposes an approach 
to rehabilitation based on private enterprise.

Another provision of the trade act prohibited the Philippines 
from imposing export taxes. This would benefit those Americans in 
the export sector of the Philippine economy as well as prevent the 
Philippine government from redistributing—if it had so desired— 
the windfall profits resulting from preferential access to the U.S. 
market. The Philippine government, of course, had no such inten
tion, but this legislation made doubly sure. Under the guise of reci-

= T H E  UNITED STATES AND THE PHILIPPINES—

46



IN D EPEN D EN CE LEGISLATION=

procity, the Bell Act also prohibited the United States from imposing 
export taxes—something it was already prohibited from doing by 
the U.S. Constitution.

Another section of the trade legislation stated:

The value of Philippine currency in relation to the United States dol
lar shall not be changed, the convertibility of pesos into dollars shall 
not be suspended, and no restrictions shall be imposed on the transfer 
of funds from the Philippines to the United States, except by agree
ment with the President of the United States.

Following World War II, the peso was highly overvalued relative to 
the dollar, and thus the pegging of the peso to U.S. currency espe
cially benefited the Manila Americans and U.S. exporters. But the 
wider significance of the first part of this provision lay in the fact 
that from now on all sectors of the American business class were to 
have a say, through the U.S. president, in determining the value of 
the peso. The second part of this section of the trade act—assuring 
the convertibility and transferability of funds—was of benefit to all 
Americans doing business in or with the Philippines, currently or 
potentially.

The State and Treasury Departments registered their dissent 
from all the currency provisions. They proposed that the pegging of 
the peso to the dollar be eliminated and that the imposition of ex
change restrictions require only consultation with the U.S. president 
rather than approval. This alternative, they suggested, would protect 
U.S. interests just as well, but without infringing as blatantly on Phil
ippine sovereignty. They noted that the prospective establishment of 
an International Monetary Fund, in which the United States was to 
play the dominant role, would adequately safeguard U.S. interests 
from the risk of independent monetary policies on the part of any 
nation that was tied to the capitalist world system. The slightest such 
independence would invite the retaliation of the international finan
cial community—an intolerable prospect for any nation committed to 
capitalist development. In addition the Departments of State and 
Treasury pointed out that consultation with the U.S. president would 
“certainly be more than a mere formality,” given the relative power of 
the United States and the Philippines, the special trade relations, and 
past political ties. It would be unlikely, they contended, that U.S. 
views would be lightly disregarded.55 Again the Congress was un
moved by the criticism and the bill remained unchanged.

A section of the Bell Trade Act that provoked widespread criti
cism among Filipinos was the so-called “parity” clause. The Philippine
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constitution, ratified during the Commonwealth period with U.S. ap
proval, specified that operation of public utilities and ownership or 
use of natural resources be restricted to firms that were at least 60 
percent Filipino-owned. The “parity” provision, however, declared 
that American citizens and business enterprises were to be given full 
and equal rights with Filipinos in these areas. To accept the trade act, 
then, the Philippines would have to amend its constitution.

Supporters of the “parity” provision defended it on the grounds 
that it was the only way to attract capital to the Philippines for badly 
needed rehabilitation, or at least the only way without draining the 
U.S. Treasury. This bill, said Representative John D. Dingell, “is the 
only formula which will lure the only available capital into the Philip
pines. It will incidentally give American capital a chance and an 
inducement to assist in the rehabilitation of these islands.”56 The 
word “incidentally” suggests that U.S. officials devised a plan for 
rehabilitating the Philippines and then noticed that —wonder of 
wonders!—their plan just happened to involve a major role for U.S. 
investors. That this was not just a happy coincidence can be seen 
from some alternative methods of achieving Philippine rehabilitation 
that were not even broached by U.S. legislators. For example, U.S. 
investors could have been heavily taxed to finance an equitable pro
gram of reconstruction in the islands. Even within a private- 
enterprise framework, if Philippine rehabilitation alone had been 
the goal there would have been no need to force the Filipinos to 
accept “parity.” Presumably, the Filipinos as rational people (for had 
they not had over four decades of U.S. rule?) would have been 
willing to provide incentives to American investors without any 
prodding from the United States, if they found that this was neces
sary in order to get the economy back on its feet. It seems quite clear 
then that, despite the rationalizations, the primary motive behind 
the “parity” provision was the protection of U.S. capital.

The case of Paul McNutt is interesting in this regard. As one of 
the foremost proponents of “parity,” McNutt had been very careful 
to point out that he had “no financial interest in the future of the 
Philippines.”57 However, after retiring as U.S. ambassador to the 
Philippines, McNutt took on numerous lucrative business positions, 
including the chairpersonship of the board of both the Philippine- 
American Finance and Development Company (a firm engaged in 
the exploitation and development of Philippine natural resources) 
and the Philippine-American Life Insurance Company. In 1950 
McNutt told a U.S. congressional committee that he had “accepted 
no employment in any matter having to do with his public service.”58 
It is not being suggested that all U.S. officials had business interests
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in the Philippines, though in the absence of financial disclosure this 
cannot be precluded. The point, however, is that no U.S. policy
maker saw anything wrong with foreign investment; it was taken as 
axiomatic that U.S. capital should be protected and promoted wher
ever possible. Foreign investment not only was viewed as natural, but 
was considered to be synonymous with the “American way.”

The Departments of State and Commerce shared this view of 
foreign investment but felt that “parity” was not the way to advance 
the interests of U.S. capital. Since “parity” gave Americans invest
ment rights in the Philippines that were not given to citizens of other 
countries, the United States would find it difficult to convince Brit
ain and others to remove the preferential treatment accorded these 
powers in their own colonies. World opinion would not see much 
difference between “parity” and similar rights obtained by Japanese 
investors during the war—and not without good reason. Already, 
the secretary of state warned Truman, the Soviet press was using the 
“parity” clause as evidence of the reactionary turn in U.S. policy 
towards the Philippines.59 The State Department recommended that 
in place of “parity” the United States negotiate with the Philippines 
the standard Treaty of Friendship, Commerce, and Navigation 
(FCN), which would protect U.S. business without discriminating 
against the nationals of other nations.60 Such an approach, the de
partment suggested, would be consistent with overall U.S. foreign 
economic policy and at the same time eliminate grist from the Soviet 
propaganda mill.

Another objection to the “parity” provision raised by the De
partments of State and Commerce was that it was not reciprocal, that 
is, that Filipino investors were not permitted to utilize American 
natural resources on an equal basis with U.S. citizens. In fact, of 
course, reciprocity was not terribly meaningful; witness the following 
exchange between General Carlos P. Romulo, Philippine resident 
commissioner in Washington, and Walter Lynch, Democrat of New 
York:

General Romulo: We would expect the same treatment here that we 
would give to Americans there.

Mr. Lynch: Well, that does not mean much, in view of the fact you 
have not any capital to come into this country.

General Romulo: Not much; but, in all treaties, it is customary to have 
reciprocal rights.. . .  61

To the Department of State, appearances were important. One of 
their earliest recommendations concerning the trade act had been
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that, because of “the present efforts of the United States to obtain a 
reduction of preferences abroad, it would seem desirable to remove 
from the bill a few words and clauses which, without adding any
thing as to substance, place an undesirable emphasis on the prefer
ential nature of trade relations with the Philippines.“62 In this same 
spirit, the State Department pushed for a gratuitous reciprocity 
clause with regard to “parity.” The congressional committees, how
ever, refused to budge.

Another provision of the Bell Trade Act gave the U.S. president 
the right to suspend all or part of the act if he or she should find 
that the Philippines was “in any manner” discriminating against U.S. 
citizens or business enterprises, but the act did not specify what 
constituted discrimination. Did it mean that the United States was to 
be granted “national treatment” (that is, having the same rights as 
Filipinos) or “most-favored-nation treatment” (that is, no worse than 
the treatment accorded a citizen of the most-favored third country)? 
The Philippine government accepted the latter interpretation. Tech
nically, the provision could even be used to assure Americans voting 
rights in the Philippines.

In mid-1947 the State Department took the position that it 
would not recommend that the president suspend all or part of the 
trade agreement unless the Philippines failed to grant U.S. citizens 
most-favored-nation treatment in general and national treatment in 
areas customarily so treated in more recent FCN treaties and in 
areas where Filipinos were similarly granted national treatment in 
the United States. Such a policy, the State Department contended, 
would avoid charges of imperialism and the difficulties of litigating 
what did or did not constitute discrimination. The policy, however, 
was kept confidential and not made known to the Philippine govern
ment, so as not to weaken U.S. bargaining power.63 Although this 
provision of the trade act was never invoked, the ever-present threat 
it held over the Philippine government helped to protect U.S. inter
ests in the islands.64 In an effort to obtain national treatment with 
respect to all commercial, financial, and professional activities, the 
State Department opened talks on an FCN treaty with Manila in 
1947. No agreement could be reached, however; the Filipinos re
fused to grant such rights, and Washington was unwilling to give 
Philippine citizens equal rights with Americans in mining and other 
uses of natural resources.65

This, then, was the Bell Trade Act. The House Ways and Means 
Committee reported the bill unanimously, indicating that it provided 
a little bit for each of the special interests represented. As Paul 
McNutt explained:
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We used every contact, every strategem, every trading point we could 
through those long weeks of negotiations, deliberation, committee 
hearings, legislative drafting and redrafting of that trade bill. We but
tonholed senators and congressmen in their offices, at their homes, at 
social gatherings . . . .  We had, perhaps, the most active and persistent 
lobby any bill has ever attracted.66

In defending the bill on the floor of Congress, Representative Din- 
gell remarked, “It has been charged that the bill is one-sided, lop
sided, and even monopolistic—but there is no other way out. Capital 
will not go back into a devastated country without some assur
ance. . . . ” And Carlos P. Romulo, Manila’s resident commissioner in 
Washington, advocated the bill’s passage, noting that in “the best of 
all possible worlds,” the “parity” provision would not be in the bill, 
for the Philippines would voluntarily amend its constitution to give 
U.S. citizens “parity” without being required to do so.67

The trade act passed both houses of Congress and, together 
with the Rehabilitation Act, was sent to the president for his signa
ture. On April 30, 1946, Truman signed them both but remarked, 
at the urging of the Departments of State and Commerce, that he 
had some reservations regarding some of the provisions and that 
these might at a later date need reconsideration. Furthermore, he 
stated that though preferential trade relations were alien to his 
administration, he was approving the trade legislation because it 
was in substance a rehabilitation act whose “sole purpose and guid
ing philosophy is to furnish a formula for the rehabilitation of the 
Philippine national economy through the encouragement of private 
enterprise and private initiative.”68

How a Bill Becomes a Law

More than Truman’s signature was necessary for the trade and reha
bilitation acts to take effect. The Philippines, with formal indepen
dence scheduled for July 4, had to approve the trade act and, as 
already noted, the rehabilitation funds were partially tied to this act. 
Approval required ratification of the trade bill by the Philippine Con
gress, the signing of an Executive Trade Agreement by the U.S. and 
Philippine presidents incorporating the provisions of the Bell Act, 
passage by the Philippine Congress of an amendment to the constitu
tion incorporating “parity,” and, finally, acceptance of the amend
ment by the Philippine population voting in a national plebiscite.

Manuel Roxas, as the newly elected president of the Philippines
51



= T H E  UNITED STATES AND THE PHILIPPINES=

and representative of the interests of the elite, undertook to guide 
the trade act over each of these hurdles. The first difficulty involved 
the matter of timing. Truman and the State Department insisted 
that the Executive Agreement be signed after the Philippines 
achieved formal independence, both to dispel any doubts as to the 
validity of the agreement in international law and to avoid the 
charges of American imperialism that would result from the estab
lishment of trade relations while the Philippines was still a colony. 
Roxas, however, had another worry. The Philippine Supreme Court 
might construe an executive agreement reached after July 4 as a 
treaty, requiring a two-thirds vote in the Senate; before July 4 the 
agreement could not be considered a treaty (there not being two 
sovereign nations involved), and a majority of Congress would suf
fice. The majority Roxas was confident of; the two-thirds vote would 
be more precarious. After frantic telephone conversations between 
Manila and Washington, it was decided that Roxas would get con
gressional passage of the trade act prior to July 4 and that the 
Executive Agreement would be signed on July 4 itself, right after the 
independence ceremonies. The Philippine congressional committee 
considering the legislation held sessions lasting until four in the 
morning in order to assure that it could be voted on before July 4.69

On July 2, the Philippine Senate and House approved the Bell 
Trade Act. Some of the arguments made in favor of passage, how
ever, reveal that an affirmative vote did not invariably indicate enthu
siasm. The majority floor manager of the bill in the House observed 
that it was not a perfect act but that it would assure war damage 
payments and give “fair prospects of negotiating a loan” from the 
United States. “Between two evils, I choose the lesser so I vote yes,” 
said another representative. “I vote yes because we are flat broke, 
hungry, homeless, and destitute.” And one member of the House 
noted that if, as the critics of the act charged, vested interests con
trolled the U.S. Congress, then any wavering on accepting the Bell 
Act would lead to a U.S. denial of a loan to the Philippines.70

It should be pointed out that the alleged connection between 
cooperating with U.S. policies and having a loan request accepted 
was not imaginary. For example, in June 1946 McNutt cabled Wash
ington urging favorable consideration of Roxas’s application for a 
loan. “Roxas has indicated by word and deed,” said McNutt, “his 
desire to follow American pattern of government and retain closest 
ties with us in all matters. . . .”71

Getting the Philippine Congress to pass the “parity” amend
ment, however, was not to be as simple. In this case it was indis
putable that a three-fourths majority was necessary, and, as a U.S.
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official noted, “it is evident that the opposition can block acceptance 
of this measure if it remains unified . . .  .”72 Accordingly, Roxas and 
his supporters in the Congress had to resort to more drastic mea
sures: the ousting of some of their opponents from the legislature.

On the opening day of the new congressional session. May 25, 
1946, Jose Topacio Nueno, a member of Roxas’s majority Liberal 
party, introduced a resolution to bar the seating of nine representa
tives on the grounds that there had been fraud and terror in Central 
Luzon. The nine consisted of six members of the Democratic Alli
ance, two Nacionalistas, and one Liberal, Jose Roy. In the previous 
few days, both the Democratic Alliance and the Nacionalista party 
had gone on record against the Bell Trade Act, the latter in opposi- 
ton to the titular head of the party, Osmena. Roy had been a buy- 
and-sell lawyer in Manila during the war and was elected from the 
first district of Tarlac (in Central Luzon).73 Said Nueno in defense of 
his resolution:

Just to show that this matter is not brought up because of partisan 
motives, one of the members of the Liberal Wing is included in this 
resolution—Representative Roy from Tarlac. If this were brought up 
because of partisan impulses or vindictive motives, I would not have 
included my distinguished friend, one who belongs to our party.74

Of course* Liberal party strategists might well have decided to sacri
fice a single affirmative vote in order to eliminate eight negative 
ones, but in any case Nueno’s motivation became clear four days 
later, when after conferring with Roxas he amended his resolution 
to permit Roy to be seated.75

Nueno had justified his original resolution by reference to the 
report of the Commission on Elections which, he said, spoke of 
irregularities in the four Central Luzon provinces without distinction 
as to congressional district. Upon introducing his amendment he 
stated that he had satisfied himself that there had been no terrorism 
in Roy’s first district of Tarlac, since the only Tarlac towns specifi
cally mentioned in the report of the Commission on Elections were 
from the second district. But, as the House minority leader re
marked, these Tarlac towns were mentioned only in connection with 
Democratic Alliance complaints regarding polling procedures, so 
this was hardly a compelling justification for unseating the Demo
cratic Alliance representative from Tarlac’s second district. Nor did 
Nueno explain why Vicente F. Gusdlo, a Nacionalista elected from 
Negros Occidental, was included among those to be denied their 
seats because of alleged terror in Central Luzon.76
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Nueno’s amended resolution was then sent to committee, and 
the chair ruled that until the matter was voted on by the House as 
a whole the eight would be prohibited from taking their seats; that 
is, they were to be deemed guilty until proven innocent. The 
House did not display equal caution, however, when it decided to 
allow the seating of three representatives under indictment for war
time collaboration.77

Some members of the House challenged the right of the Liberal 
party’s Tomas B. Mora to to hold a seat, on the grounds that he had 
been born in Spain and that the constitution specifically required 
members of Congress to be “natural-born” citizens. In defense of 
Morato, one representative argued that the “Constitution provides 
that the Electoral Tribunal of this house shall be the sole judge of 
contests relating to the elections, qualifications and returns of Mem
bers of this Body.” This was an accurate rendering of the constitu
tion, but it applied as well to the eight disbarred representatives: the 
House Electoral Tribunal had not yet been formed and so, naturally, 
had taken action against no one.78

Morato, Roy, and three representatives under indictment for 
treason were all permitted to vote on the “parity” question. The 
excluded eight were not even allowed to participate in House de
bate; in fact, they were not permitted to have their speeches inserted 
into the record either as the comments of private citizens or as part 
of the remarks of another (seated) member of the House. The two 
disbarred Nacionalistas were given back their seats, but only twelve 
days after the “parity” vote was taken.79

In the Senate, the Roxas forces assured their two-thirds majority 
by similar shenanigans. When the Nacionalista minority temporarily 
walked out over a procedural dispute, a resolution was passed in 
their absence suspending three of their number on the ground that 
if votes from Central Luzon—where fraud and terror had been al
leged—were discounted they would not have been elected. As in the 
House, the Senate Electoral Tribunal that was to decide such matters 
had not yet been formed. At the same time, three senators under 
indictment for treason were permitted to retain their seats. When 
the ouster of two other senators who had forfeited their seats by 
accepting judicial positions was suggested, “quiet was restored,” as 
the Manila Times pithily reported. All save the three suspended Naci
onalistas were permitted to vote on the “parity” issue.80

The events in Central Luzon on or immediately preceding elec
tion day lent litde justification for the action of the Roxas forces in 
Congress. As described in the previous chapter, there was a small- 
scale civil war raging in the area; private landlord armies and mili-
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tary police were conducting a reign of terror against the peasants 
and their organizations. That there was much violence in Central 
Luzon, then, was undeniable, but this is very different from the 
charge that the Democratic Alliance stole the election through use of 
terror. That candidates of the Democratic Alliance won handily in 
some races is not in itself evidence that they were the perpetrators of 
fraud and terror, since they had the sympathies of a large propor
tion of the Central Luzon population. Socialists had done well in 
local elections in the area before the war. United States military 
intelligence in late 1945 had reported that a Huk leader would be a 
strong candidate for governor of Nueva Ecija (Central Luzon). “Out
law bands,” stated another intelligence report referring chiefly to the 
Huks, “have the backing of the majority in many cases.” And the 
Philippine government’s Agrarian Commission had indicated that by 
the end of the war about 90 percent of the farm workers in Central 
Luzon were members of the left-wing National Peasants’ Union, 
which was a major component of the Democratic Alliance.81 Prima 
facie, it was just as likely that Roxas supporters would use terror to 
minimize Osmena’s majority from Central Luzon as that the Demo
cratic Alliance would resort to terror to ensure the victory of its local 
candidates. For example, the commander of an anti-Huk guerrilla 
unit privately wrote to Roxas in February 1946:

The leaders and candidates of Osmena [cannot] go out to the barrios 
[for] they are afraid of the 103rd Regiment, especially of the men 
under my command. . . . My men are authorized to confiscate arms 
and to shoot bandits and Huks. We are out always to shoot the Huks, 
and the more my men shoot Huks and chase Huks the more votes my 
men shoot and chase for General Roxas.82

The Commission on Elections reported that it had received no 
official reports of acts of violence on election day. It was advised by its 
representatives in Nueva Ecija that ballot boxes were stolen by armed 
bands in four municipalities; these incidents were still under investi
gation by the Military Police Command. Newspapers, the commission 
continued, gave accounts of acts of violence and intimidation, as did 
the report by the provost marshal general and other reports which 
“reached this Commission.” In light of this, the commission said, the 
election in Central Luzon “did not reflect the true and free expression 
of the popular will. It should be stated, however, that the Commission 
is without jurisdiction, to determine whether or not the votes cast in 
the said provinces which, according to these reports have been cast 
under the influence of threats or violence, are valid or invalid.” No-
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where in the commission’s summary of these unsubstantiated reports 
was there any attribution of blame for the irregularities.

One of the three election commissioners (all of whom had been 
appointed by Osmena and confirmed by Roxas’s Commission on 
Appointments) submitted a minority report. He specifically named 
anti-Roxas elements, including the Huks, as being responsible for 
terrorism, but the only substantiation he provided was a report by 
the assistant chief of intelligence for the Military Police to the pro
vost marshal.83 Since the MPs throughout this period were involved 
in open warfare with the radical peasantry of Central Luzon, this is 
hardly an unbiased source.

A few days after the election, a U.S. official filed a confidential 
report that discussed, among other things, the conduct of the ballot
ing. His only remarks on events in Central Luzon during or just 
prior to the voting were as follows:

In the period immediately preceding the election Edilberto Joven, the 
head of the Democratic Alliance in Pampanga [Central Luzon], and 
his son, were forced out of their car by a group of armed men and 
killed. . . .

Ballot boxes were stolen by armed gangs in the barrios of San 
Gregorio and San Mariano in Nueva Ecija; and military police were 
charged with intimidating voters in various different localities.84

Stolen ballot boxes in Nueva Ecija were mentioned by many sources, 
but usually without attribution of blame. The relatively objective 
Manila Times, however, reported that Governor Mariano Santa Ro- 
mana of Nueva Ecija registered an official complaint with the secre
tary of the interior on the day after the election, charging that a 
guerrilla organization supporting Roxas was responsible for carrying 
off eight ballot boxes from areas that were voting heavily for 
Osmena. No counterclaims were reported.85

The Manila Times accounts of the election in Central Luzon 
included descriptions of incidents and irregularities implicating the 
supporters of both sides and the Military Police. Other evidence for 
evaluating the events in Central Luzon is the later testimony of par
ticipants. Luis Taruc was a leader of the Huks until the mid-1950s 
after which time he broke with the organizadon and became ex
tremely critical of his previous activiries. Nevertheless, in 1967 he 
continued to assert that the Huks initiated no terror during the 1946 
election. Another participant, Roxas’s executive secretary Emilio 
Abello, conceded twenty-five years after the fact that the Democratic 
Alliance had been denied its seats for political reasons. Realizing 
how many votes had to be eliminated in order to assure the passage
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of “parity,” he recalled, “We just had to count heads.” And Judge 
Antonio Quirino, brother and political confidant of Roxas’s vice- 
president, admitted that the opposition members of Congress had 
been unseated “in order to assure the necessary two-thirds vote.” A 
U.S. Army historian has provided this summary of the conduct of 
the election: “[In Central Luzon] Osmena and the DA [Democratic 
Alliance] had emerged victorious, despite a campaign of terror and 
intimidation Roxas supporters conducted, sometimes running into 
counterterror and counterintimidation on the part of ex-Hukbala- 
hap forces.”86 Again, these are hardly ideal conditions for an elec
tion, but they do not show a one-sided theft of the election by the 
Democratic Alliance. The real thievery had taken place in Congress, 
where opponents of “parity” had been denied their seats.

On September 16, 1946, two days before the “parity” vote, 
McNutt cabled Washington that Roxas was “devoting every effort 
secure requisite majority both houses for equal rights amendment 
Constitution” and that the Philippine president was “seriously con
cerned as sufficient votes not definitely pledged as of last night.” 
Roxas’s “every effort” involved not just moral suasion; pork-barrel 
funds were widely distributed to win over opponents of the amend
ment. And at least one member of the Congress hoped to trade an 
affirmative vote on “parity” for lenient treatment in his trial for 
wartime collaboration.87

The “parity” amendment came to a vote on September 18. 
Again, the public statements of some of the supporters of the 
amendment were not indicative of overwhelming enthusiasm:

I want to make it appear on the Record of the Congress that if the 
representatives of the United States who were responsible for the in
clusion of this onerous condition . . .  think or believe that they have 
fulfilled with honor the obligation and the promises of the United 
States, and that we Filipinos are very satisfied, happy and grateful to 
the United States, they are very much mistaken.88

In the Senate, the amendment received 16 ayes and 5 nays; in 
the House, 68 ayes and 18 nays. The Roxas forces announced that 
this was precisely enough for passage, because the necessary three- 
quarters should be computed on the basis of 21 senators and 90 
representatives, that is, exclusive of the 3 senators and 8 representa
tives who had been ousted. The constitution, however, required that 
an amendment receive the affirmative vote of three-quarters of all 
the members of each house. The minority insisted that this meant 
three-quarters of 24 senators and 98 representatives, in which case 
the amendment would have failed.
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The issue went to the Supreme Court, where an object lesson in 
the subservience of the judiciary was provided. The court voted 8 to 
3 to deny the challenge to the “parity” amendment. Of the 8, 4 
justices held that the court lacked jurisdiction and that enrollment of 
the amendment made it irreversible; two justices found that the 
court had appropriate jurisdiction, but agreed that enrollment and 
publication in legislative journals made an amendment irreversible; 
and two denied that the members of Congress who were denied 
their seats would have voted against “parity.” Yet the previous July 
in the House, the minority leader had asked to make it a matter of 
record that the eight ousted representatives would have voted “no” 
on the Bell Act if they had been allowed to vote. The chair had 
refused to “accept or to put on record such observations.”89

With the “parity” amendment past Congress, the Roxas forces 
had one final task: to secure the acceptance of the amendment in a 
nationwide plebiscite. Roxas himself then made “one of the most 
intensive campaign tours of the entire island network ever under
taken” by a member of the Philippine government, as one U.S. offi
cial put it. Another reported that Roxas was a “tireless” campaigner 
as a “flaming” advocate of “parity”; cabinet members made “tours of 
their own in support of this proposition and it may be said that the 
entire government machine has been fully mobilized.”90

The plebiscite was scheduled for March 1947. The ballots were 
printed only in Spanish and English, schoolteachers were prohibited 
from serving as poll watchers on the grounds that they were biased 
against “parity,” and polling places were moved out of rural areas in 
order to minimize the Democratic Alliance vote. A U.S. official 
cabled to Washington:

There is some question as to how honest the ballot count will be. This, 
of course, is nothing new in Philippine politics. It would be most 
revolutionary if an honest count were made. There are no suggestions 
that the election will be “stolen” except by the most rabid of anti-Roxas 
spokesmen. It is merely accepted that the size of the majority will be 
greatly increased with all able-bodied voters being counted whether 
they vote or not. . . .

The opponents of parity . . . are finding it virtually impossible to 
raise funds. Businessmen are fearful of retribution by the Philippine 
National Bank, National Development Company and other govern
ment institutions.91

On the day of the plebiscite, a large majority of the less than 
two-thirds of registered voters who cast ballots backed the “parity” 
clause. To the New York Times, Filipinos had “given evidence of po-
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litical maturity.” The U.S. head of the Philippine War Damage Com
mission hailed the vote as a “victory for the Philippine people.” And 
Jasper Bell remarked:

To me, as an American, it was refreshing to witness the act of the 
Filipino people in supporting by such an overwhelming majority what 
is essentially a program of free enterprise. I am sure that as time goes 
by, not only will the ties of friendship between Filipinos and Ameri
cans be broadened and strengthened by the effects of this trade act, 
but the very foundation of democracy both here and in the Orient will 
be given new life and vitality by a rich and ever-growing flood of 
commerce, based not upon totalitarian state controls, but upon private 
enterprise thriving in free democracy.

In the “parity” plebiscite, Bell added, Roxas emerged victorious in “a 
battle in which a small minority received inspiration from totalitarian 
sources abroad.”92 No doubt to Bell only a totalitarian could possibly 
have any objection to the “parity” amendment or to the trade agree
ment which bore his name.

The Military Dimension

In the same month as the “parity” plebiscite, March 1947, Manila 
and Washington concluded a pair of agreements formalizing mili
tary relations between the two countries. The first of these granted 
the United States naval and air bases on the islands.

The position of the executive branch of the U.S. government 
regarding military bases in an independent Philippines had fluctu
ated a great deal before World War II: Would such bases be a 
military asset or a military liability?93 By 1943, however, the ambiva
lence of American officials came to an end. That the United States 
would emerge from the war as the foremost economic and military 
power was obvious, and a global network of bases was necessary for 
the dominant role that the United States was determined to play in 
world affairs. In September 1943 Secretary of War Stimson told 
Senator Millard Tydings that the United States would need bases in 
the Philippines. At the end of the year President Roosevelt’s chief 
aide, Harry Hopkins, told Allied representatives at the Teheran con
ference that the United States would likely maintain naval and air 
bases in the Philippines. Philippine leader Manuel Quezon, who had 
vacillated with the winds of public opinion on this question before 
the war, wrote Mac Arthur in October 1943 that he would propose 
that the United States retain military bases in the islands.94
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In June 1944 the U.S. Congress passed a resolution authorizing 
the American president, after negotiations with the Philippine presi
dent, to acquire military bases in the Philippines. Quezon and 
Osmena enthusiastically supported the resolution. Some members of 
Congress had proposed deleting the requirement for negotiations, 
but Stimson—a former high commissioner in Manila—dissuaded 
them; he confided that while the requirement “to us is meaningless,” 
since the United States has the authority to retain whatever bases it 
chooses, to the Filipino negotiation is a great source of face and

QKcourtesy.
To some, overseas bases were part of an American Manifest 

Destiny reminiscent of an earlier era. Tydings, for example, de
clared on the floor of the Senate in 1945: “We should give up no 
base, whether previously a mandated island or not, which has been 
won by the blood of our gallant soldiers, sailors, and airmen. . .. 
Therefore, whether we want it or not, we must do it if it is to be 
done.”96 Other U.S. officials thought in more hardheadéd terms. A 
high-level memorandum from the U.S. Office of Strategic Services 
stated that the United States should attempt to

secure and strengthen our position in the Pacific Islands. The vital 
importance of the Philippines in controlling the sea-lanes from the 
North to the rich resources of the East Indies is now more obvious 
than ever. In the interest of the Philippine Republic as well as in our 
own, the future relationship of the islands to the United States should 
be reconsidered, and if possible full provision should be made for 
adequate American sea and air bases.97

The economic potential of the western Pacific was well appreciated in 
Washington. “The major portions of the world supply of certain im
portant strategic materials,” stated a secret 1945 War Department 
study, “are located within this area, each of which is of utmost impor
tance to the industrial and commercial interests of the U.S.” Japan’s 
forced withdrawal from the region, together with the development of 
China and possibly the East Indies, “will expand this area to one of 
the future great world markets.” In addition, the region “offers great 
possibilities for investment and development. . . . ”98

The role that Philippine bases could play in the western Pacific 
was spelled out in a top-secret report by the Joint Chiefs of Staff: 
“The United States bases in the Philippines should be considered, 
not merely as outposts, but as springboards from which the United 
States armed forces may be projected.”99 The army should be pre
pared to use its Philippine bases, said the War Department, “to con-
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duct punitive operations against Japan, and possibly other nations in 
the Far East.”100 Paul McNutt made much the same point publicly in 
July 1946:

They are not designed merely for the protection of the Philippines, 
nor even for the defense of the United States. These bases are ex
pected to be secondary, supporting installations for supply, repair and 
staging activities for all our armed forces in the Far East. . . .  Commit
ted as we are to a long-time occupation of Japan, to a strong policy in 
Asia, the Philippines are designed to play a major role in our diplo
macy in the Orient.101

How did this jibe with Philippine independence? McNutt quite 
frankly conceded that foreign military bases were inconsistent with 
the traditional notion of independence. But, he argued, in the new 
era of global wars the fate of the United States and the Philippines 
was inextricably linked and the old definition of independence was 
obsolete. Even a year and a half after formal independence, top 
State Department strategist George F. Kennan wrote to Secretary 
of State George Marshall that the U.S. objective should be to “per
mit Philippine independence, but in such a way as to assure the 
archipelago remained a bulwark of American security in the Pacific 
region.”102

In April 1945 President Osmena assured the American secretary 
of state that he would be agreeable to whatever suggestions Washing
ton wished to make regarding postwar bases. On May 14 Osmena and 
Truman signed a secret preliminary statement of general principles 
pertaining to U.S. bases in the Philippines, incorporating all the pro
visions of a draft drawn up in the U.S. War Department. One provi
sion specified that no other nation was to be permitted to establish or 
use any bases in the islands without the approval of both Washington 
and Manila.103 In July 1945 the Philippine Congress—at this point 
consisting entirely of those elected before the war—unanimously 
passed a resolution authorizing the Philippine president to grant mili
tary bases to the United States after negotiations with the American 
chief executive. In the election campaign of 1946, both Roxas and 
Osmena publicly favored giving the United States bases, and after he 
became president, Roxas assured U.S. officials that they could write 
their own ticket as to the size and location of military bases.104

The Philippine elite was willing to be accommodating on the 
bases, for they realized that this was the way to tie the interests of 
Washington to their own. When a member of Congress from Penn
sylvania complained about the free-trade relations which the Philip-
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pine elite cared so much about, Resident Commissioner Carlos P. 
Romulo replied, “America will have air and naval bases in the Philip
pines. Certainly America would not want to have the Philippines on 
an unstable economy.”105

The negotiations on the specific base rights that Washington 
would have in the Philippines ran into difficulties because of the 
rather extraordinary demands made by the U.S. military. All the 
executive departments of the U.S. government were agreed that the 
United States should have exclusive criminal jurisdiction over all 
offenses committed on the bases, unless both parties were Philippine 
citizens. This would give the United States greater authority than it 
was to have in base agreements with any of the NATO countries. 
The War and Navy Departments, however, were eager to have U.S. 
jurisdiction extend to offenses committed by American personnel 
off the bases. The State Department warned that the Philippine 
government would be politically unable to grant this and that it 
would be regarded by Asians as a revival of extraterritoriality; it 
would “hurt us in terms of good will without commensurate advan
tage to this country.”106 The War and Navy Departments deferred to 
the State Department on this matter. The bases agreement gave the 
United States jurisdiction over all offenses committed on base, ex
cept where both parties were Philippine citizens, and over offenses 
committed off the bases by one member of the U.S. armed forces 
against another. In addition, the United States was given jurisdiction 
over U.S. military personnel off base if the offense was committed 
during the performance of a specific military duty or if there was a 
period of national emergency or war.107

Another area of discord was the insistence by the Navy that all 
real property located within the naval reservations should belong to 
the United States after the expiration of the bases agreement. The 
State Department felt this was a negligible concern and that it would 
endanger approval of the bases agreement by the Philippine legisla
ture. As a way out of the impasse, the State Department suggested 
that title rights to property not be mentioned in the agreement, that 
instead an exchange of notes would provide for subsequent negotia
tions regarding these rights. The text of the notes was not to be 
made public before debate and passage of the agreement by the 
Philippine Congress.108

A final area of disagreement was less easy to resolve. The War 
Department wanted to retain the McKinley-Nichols Field area, a 
large prewar military installation located within metropolitan Ma
nila. In light of the numerous frictions being reported daily between 
American armed forces personnel and Filipinos, the prostitution
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and related activities that invariably surrounded U.S. bases overseas, 
and the fact that the base was in a natural expansion area of Manila, 
it was clear that retention of McKinley-Nichols Field was unaccept
able to even the most cooperative Philippine leader. “Gentlemen,” 
Roxas is reported to have said, “you can have what you want. You 
can have as many as you like. Just keep away from populated 
centers.”109

Washington considered Philippine objections to U.S. troops in 
the Manila area “understandable” and realized that army bases were 
not particularly useful if opposed by the Philippine government. 
However, building new army facilities elsewhere in the Philippines 
would require a considerable expenditure, which the War Depart
ment felt it could ill afford. In addition, U.S. plans to station occupa
tion forces in Japan and Korea as well as in Europe would take all 
the War Department’s resources, especially personnel. It would be a 
waste of strength, wrote the secretary of war, to maintain “a force of 
any considerable size in the Philippines.”110

Accordingly, the War Department reconsidered the strategic 
importance of Army and Army Air Force bases in the Philippines. It 
decided, with Truman’s approval, to withdraw the bulk of Army 
personnel from the islands, leaving a token force of one composite 
Air Force group with a small ground detachment. The Navy re
duced its base requirements so as not to need Army troops to defend 
its facilities.111

Despite these reductions, however, the March 1947 Military 
Bases Agreement granted the United States military installations of 
staggering proportions. The 130,000-acre Clark Air Base was just 
the largest of the numerous air and naval bases given to the United 
States on a ninety-nine—year lease. Under the terms of the agree
ment, the Philippine government was prohibited from granting “any 
bases or any rights, power, or authority whatsoever, in or relating to 
bases” to any other nation without U.S. consent. The United States 
was permitted to recruit, on a voluntary basis, Philippine citizens for 
service in the American military. The agreement made the Philip
pine city of Olongapo, in the words of a 1959 account in Time maga
zine, “the only foreign city run lock, stock and barrel by the U.S. 
Navy . . . .  4,500 Americans pour $20,000 a month into a city that 
has no industry of its own but boasts more than its share of pimps, 
peddlers, and 2,000 registered prostitutes that the Navy euphemisti
cally calls ‘hostesses.’ ” The Navy commander had the right to tax, 
distribute light and power, hand out business licenses, search with
out a warrant, and deport undesirables. And the Air Force bases 
provided some unique opportunities for Filipinos: “The privilege of
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the Clark Air Base dump and other concessions, including the right 
to retrieve lost golf balls from the Base course water holes, was 
granted by General MacArthur to the Negritos tribe. About 1,000 
members of this tribe live on the base pursuing the opportunities 
created by these privileges.”112

The following year, 1948, the secretary of the army privately 
recommended to the secretary of defense that consideration be 
given to completely abandoning the bases in the Philippines because 
of repeated incidents between Filipinos and U.S. military personnel. 
The Joint Chiefs of Staff strongly rejected this recommendation, for 
a number of reasons.113

First, U.S. observers and high officials in Manila had stated that 
the presence of U.S. armed forces in the Philippines exerted “a 
stabilizing influence” on the population and that this would be the 
case for some time to come. The U.S. forces at Clark Field in Central 
Luzon, where the population was “particularly unpredictable,” were 
considered an especially effective symbol of law and order.114

Second, in the view of the Joint Chiefs, as long as the U.S. Navy 
or Air Force was going to operate in the western Pacific, a require
ment for bases in the Philippines would exist. The Philippines was 
not considered strategically vital, but Pentagon planners nevertheless 
saw bases there as useful for protecting air and sea lines of commu
nication, for staging limited air operations, and for exerting “a deci
sive strategic influence on the course of events in Asia and the is
lands of the Southwest Pacific.” And events in China led State and 
Defense Department officials to anticipate the increasing strategic 
importance of Philippine bases.115

Finally, the Joint Chiefs noted that withdrawal from the Philip
pines might cause Manila to turn to another country for military 
assistance and support, a circumstance which Washington was un
willing to tolerate.116

The second component of the U.S.-Philippine military relation
ship was formalized in the Military Assistance Agreement of 1947, 
signed just one week after the bases accord. Despite the public deni
als of U.S. officials, the military assistance was viewed in Washington 
and Manila at least in part as payment for the bases. The State 
Department consciously delayed concluding the aid agreement pend
ing the outcome of the bases negotiations. And Roxas at first refused 
to sign the bases pact until the aid agreement was finalized; it was 
only after McNutt gave the Philippine president his word that the 
military assistance pact would be signed that Roxas agreed to ap
prove the bases treaty.117
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Securing base rights was not, however, the only purpose of the 
military aid. The Military Assistance Agreement was intended to 
help the Philippine government maintain internal security, which is 
to say maintain itself in power, maintain the status quo by force of 
arms, and reduce the need for U.S. forces to garrison the bases. The 
agreement was retroactively effective to the date of independence, 
July 4, 1946. Surplus military supplies were being given to Manila 
both prior to and after this date, so the signing of the agreement 
merely formalized what was already policy.

“For at least a year following the granting of independence,” the 
Pentagon’s Joint Staff Planners wrote, the Philippine government 
would need a military force capable of functioning as a national 
police force. In June 1946 the congressional sponsor of the military 
aid legislation declared:

If this Government does not enact the legislation provided in this bill, 
on July 4 and after that date the Philippine Islands will be left without 
any protection at all and . . .  there are between three and four hun
dred thousand guerrillas, well armed, over there. We armed them 
because they were our guerrillas during the war. They are pillaging 
the whole country. There is no other situation on the face of die earth 
thât is comparable with the situation in the Philippine Islands and that 
which will obtain after July 4.

And in late 1947, when the Philippine Constabulary was reorganized 
separate from the Philippine Armed Forces, the Joint Chiefs of Staff 
approved allocating part of the U.S. military aid to this police force: 
“Since one of the principal purposes of military assistance to the 
Philippines is the maintenance of internal law and order, the United 
States should support the organizations performing this function 
even though they are not members of the armed forces of the 
Philippines.”118

There was one final purpose of the military aid given to Manila. 
It was not to enable the Philippines to repel an external aggressor, 
for U.S. officials unanimously agreed that no such threat existed.119 
Rather, military aid was viewed in Washington as a means to support 
the political orientation of the Philippines toward the United States 
and to strengthen its morale.120

U.S. military assistance did not consist just of equipment. The 
aid agreement also established a Joint U.S. Military Advisory Group, 
JUSMAG. (The word “Joint” did not indicate U.S.-Filipino coopera
tion; rather it signified the involvement of all the branches of the 
U.S. military.) The mission of JUSMAG was spelled out in a War 
Department directive:

65



= T H E  UNITED STATES AND THE PHILIPPINES=

a. Primarily, to advise the Military Forces of the Republic of the Phil
ippines on training, organization, tactics, strategy, planning, ser
vice, supply, procurement, administration, and other related mili
tary subjects.

b. To increase the efficiency of the Military Forces of the Republic of 
the Philippines by advising in the training of their personnel in the 
military doctrine of the Military Forces of the United States.

c. To promote the standardization of military equipment and encour
age the use of material of United States manufacture and design.

d. To foster friendly relations and strengthen the ties of United 
States-Philippine solidarity.

e. To occupy the field of military cooperation in the Philippines to the 
exclusion insofar as possible of all other-than-United States partici
pation and influence.

f. To function as a Liaison Group between [U.S. and Philippine mili
tary forces] with reference to joint plans and joint operations of 
these forces.

g. To advise the Commander-in-Chief, U.S. Army Forces, Pacific on 
all important matters pertaining to the Military Forces of the Re
public of the Philippines.

h. To carry out such other duties, consistent with its primary mission 
as may be directed by the Commander-in-Chief, U.S. Army Forces, 
Pacific.121

Items (c) and (e) were facilitated by a provision of the military aid 
agreement prohibiting the Philippines from accepting military equip
ment or advice from any government other than the United States 
without U.S. approval.

JUSMAG officers “closely associated themselves with their Fili
pino counterparts,” drew up plans for the organization of a national 
police force, and made staff studies on the coordination of Philip
pine intelligence agencies. “Most of the major reforms recom
mended by the [U.S. advisory] Group were accepted by President 
Roxas,” JUSMAG reported to Washington in 1948. Roxas’s succes
sor, Elpidio Quirino, “stated that he will rely heavily upon the advice 
of the Chief of JUSMAG prior to making any major decision affect
ing the national military policies and has consulted him on the few 
occasions when important military matters have required his atten
tion.” Quirino accepted the JUSMAG recommendation for Philip
pine chief of staff, who in turn “volunteered full cooperation” with 
JUSMAG.122

As formal sovereignty changed hands in the Philippines, U.S. 
strategic and economic interests remained intact. The United States 
had bases from which to pursue its “strong policy in Asia” and spe-
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cial investment rights. The Philippine elite, for its part, had contin
ued preferential access to the American market for sugar and other 
exports and received military assistance with which to assure its elite 
position.

In mid-1947, the French minister in Siam, Pierre-Eugene Gil
bert, told the American ambassador there that the goal of French 
policy in Laos and Cambodia was to “grant them [the] same measure 
[of] independence granted [to the] Philippines with orientation in 
economic and political matters toward France.” Washington cabled 
the U.S. ambassador to tell Gilbert that the Philippines was totally 
independent and that any special arrangements were based on the 
free decision of the Filipino people through plebiscite or their 
elected representatives.

The French were not alone, however, in their failure to appre
ciate this point. The Washington Post noted editorially that the “basic 
fact to remember is that independence for the Philippines will not 
take them out of the orbit of our close and immediate interests any 
more than the independence of Cuba broke the intimate ties between 
that country and our own.” American political scientist David N. 
Rowe remarked a few months after formal Philippine independence 
that, both economically and militarily, “the United States is actually in 
a stronger position in the Philippines although the islands are inde
pendent now.” And a U.S. military analyst wrote in October 1946; “In 
spite of their independence the Philippines are of course extremely 
dependent on us militarily, economically and politically. At the mo
ment their independence consists principally of face. . . . ”123
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The C risis o f the Early 1950s

Had the Philippine government been only somewhat less venal and 
repressive, or Asia only moderately less important to U.S. policy
makers at mid-century, the relationship between the United States 
and the Philippines might well have continued roughly as described 
in the previous two chapters. But Philippine leaders were so thor
oughly corrupt, and their efforts to restore the old relations of 
domination in the countryside so arrantly brutal, that the Philippines 
was soon on the brink of disaster. And given events in China, Indo
china, and Korea, Washington was unwilling to tolerate a disaster in 
the Philippines.

Between 1946 and 1948 the Philippine government and land
lords continued their reign of terror against the peasantry of Central 
Luzon. The Hukbalahap had no intention at this time of trying to 
overthrow the government, but they were increasingly forced to take 
up weapons to defend themselves. They were, in the words of one 
scholar, “reluctant rebels”; Huk leaders later recalled that they 
adopted a generally defensive posture, avoiding encounters and 
fighting only when attacked or when victims of persecution asked 
for their protection.1 In March 1948 Roxas declared the Huks and 
their affiliated National Peasants’ Union to be illegal organizations, 
an action used as justification for further indiscriminate terror 
against the rural population. In at least two cases, barrio inhabitants 
were massacred by Constabulary troops and civilian guards.2

Roxas died the next month and was succeeded in office by his 
vice-president, Elpidio Quirino. Quirino tried to negotiate an am
nesty with the Huks, but the efforts were deliberately sabotaged by

6 8



= T H E  CRISIS OF THE EARLY 1950s=

the landlords in his administration. Some anti-Huk military opera
tions were undertaken during the period of the amnesty, and the U.S. 
Embassy doubted that the Constabulary was sincerely cooperating 
with the amnesty program. On a more basic level, the amnesty offer 
failed because—in the words of a Philippine counterinsurgency spe
cialist—it was “not accompanied by tangible efforts of the govern
ment to rid itself of graft and corruption, nor was it accompanied by 
positive steps towards removing discontentment among the masses,” 
nor was the government able to “counter the Huk accusation of bad 
faith on the part of the administration.” The chief of JUSMAG, how
ever, thought Quirino had gone too far in making concessions to the 
Huks and that the time had come for a showdown. By September, 
Quirino reverted to the mailed-fist approach.3

The Constabulary made armored sweeps during which areas 
suspected of containing Huks were sprayed with machine gun and 
artillery fire. White phosphorus shells were used to burn areas to 
flush out Huks. “Civilians within the vicinity of operations always 
suffer more than the dissidents,” a Philippine military intelligence 
report stated. The Philippine Constabulary seized food without pay
ing for it, employed torture, abused women, and mistreated the 
peasants. In marked contrast, the Huks obtained food from local 
residents without coercion and generally “increased their popular 
support by correct behavior.”4

In the meantime, the Philippine elite continued to use political 
power for its personal aggrandizement. In 1946 Congress amended 
the tax laws to make the rates more regressive. In October 1946 the 
war profits tax was altered to exclude a major part of the buy-and- 
sell trade from the coverage of the law; in any case, by April 30, 
1947, of the estimated 30,000 individuals and corporations liable to 
file war profits tax returns, only 1,920 had done so, and of these 
1,440 claimed no tax liability. Veterans* benefits paid by the U.S. 
Army to Filipinos who had served under the American flag during 
World War II often ended up in the hands of corrupt officials, as 
did the proceeds from the illicit sale of surplus war material that the 
United States had turned over to the Philippine government.5

At war’s end the Philippines had been in an excellent balance- 
of-payments position because of U.S. military spending, rehabilita
tion funds, and other payments, but these were rapidly dissipated by 
the conspicuous consumption of luxuries and nonessentials by the 
rich. By 1950 the United States had provided the Philippines with 
$1.4 billion in aid of one sort or another, but, in Dean Acheson's 
words, there was not “a great deal to show for it.” Mismanagement 
and corruption, observed Acheson, were threatening to turn the
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U.S. effort in the Philippines into a “shambles.” This view was 
shared by American business interests who considered the situation 
in the Philippines too unstable to justify increased investments.6

The last straw came in the Philippine presidential election of 
1949. It was a three-way contest between the incumbent, Quirino, 
Senate president Jose Avelino (a member of Quirino’s party), and 
Jose P. Laurel, the man who had served as president of the Philippine 
Republic under the Japanese. Quirino had Avelino ousted from his 
Senate post for fraud and for advocating tolerance of graft and cor
ruption. Avelino was alleged by Quirino to have said, “If you cannot 
permit abuses you must at least tolerate them. What are we in power 
for? We are not hypocrites. Why should we pretend to be saints when 
in reality we are not?”7 Quirino’s own commitment to government 
probity, however, was revealed after he won the balloting when he 
had Avelino reinstated as Senate president in exchange for the sup
port of Avelino’s faction in proclaiming Quirino’s election.8

In Washington, Quirino was thought to be the least of three 
evils. Though thoroughly corrupt, Quirino “at least is basically 
friendly to us, and is willing that our two countries continue their 
present special relationships.” Laurel, on the other hand, was viewed 
as anti-American, and the U.S. Central Intelligence Agency warned 
of his “extreme nationalism and anti-foreignism.” U.S. business- 
people in Manila feared his victory. They recommended that while 
there be no public U.S. denunciation of Laurel (lest this encourage a 
nationalist backlash—a view concurred in by Washington) means be 
found by which they could translate their support of Quirino into 
action. Apparently, these business interests contributed to Quirino’s 
campaign fund.9

The Philippine off-year election of J947 had been described at 
the time as the “bloodiest in Philippine history,” and official Philip
pine sources estimated that \2 percent of the ballots were fraudu
lent.10 But even by this dubious standard, the presidential election 
of 1949 was a landmark of dishonesty. Official records estimated* 
that more than one-fifth of the ballots were spurious. The New York 
Times called it the “costliest, most violent” national election in Philip
pine annals. A contributor to Reader*s Digest observed, “Every device 
known to fraudulent elections was used.. . . Filipinos sadly wise
cracked that even the birds and the bees voted in some precincts.”11

In response to the election, Laurel supporters in his home prov
ince of Batangas led a minor armed rebellion that was swiftly 
crushed by government forces. More significant, the Huks, finding 
parliamentary struggle useless, called for the overthrow of the gov
ernment. Gaining the backing of a disillusioned peasant population,
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Huk strength soon reached 12,000 to 15,000 armed supporters with 
a mass base of from 1.5 to 2 million. The very continuity of the 
Philippine state was in question. Quirino kept a motor launch 
moored to the presidential palace to evacuate him and his family 
should the guerrillas enter Manila. And U.S. officials saw the possi
bility of the country being reduced to chaos and the Huks coming to 
power.12

Before getting to this point, the U.S. government had taken a 
number of steps to buttress the Philippine situation, but the efforts 
had had little effect. In early 1947 a joint U.S.-Philippine Finance 
Commission, set up at Washington’s urging, had advanced numer
ous recommendations for improving the financial position of the 
Philippine government: tax reform, establishment of a Central 
Bank, imposition of import controls13—in short, measures that 
would allow the Philippine government to support itself rather than 
depend on grants or loans from the United States. Three years later, 
however, a U.S. Treasury Department official noted that there had 
been “no progress whatsoever” in enforcing revenue laws, and negli
gible tax reform. A Central Bank had been established, but it had 
failed to institute a program of domestic borrowing; and import 
controls, instituted in January 1949, were being “corruptly and inef
fectively managed,” with foreign exchange reserves declining 40 
percent during the year.14

These events, of course, were not taking place in a vacuum. 
Developments in Asia were causing serious reconsiderations of pol
icy by U.S. officials. Just the month before Quirino’s 1949 election 
victory, the Chinese Communists had proclaimed their government 
in Peking.

At the close of World War II, U.S. strategy in Asia had been 
based on China. A strong and friendly China was to have been the 
bastion of American power in the western Pacific. Japan, defeated in 
war, was to have been demilitarized under the control of a U.S. 
occupation force. Over the next few years, however, the situation 
had changed drastically. Corrupt, reactionary, and without a signifi
cant base of popular support, the Kuomintang rapidly lost ground 
to the Communists, despite considerable U.S. assistance. This pro
foundly altered the strategic balance for U.S. policymakers. A revi
talized Japan was now to be brought into the American alliance. 
From mid-1949 on, U.S. policy was to be based on the “assumption,” 
as Secretary of State Dean Acheson put it, “that the United States 
does not intend to permit further extension of Communist domina
tion on the continent of Asia or in the southeast Asia area.” In late
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1949 the National Security Council (NSC) secretly stated that the 
Asian offshore island chain—Japan, the Ryukyus, and the Philip
pines—represented “our first line of defense and in addition, our 
first line of offense from which we may seek to reduce the area of 
Communist control. . . Since the United States might “lose” For
mosa, “every effort [should be made to] strengthen the over-all U.S. 
position with respect to the Philippines, the Ryukyus, and Japan.” 15 

Officials in Washington all agreed that developments in China 
made the U.S. position in the Philippines much more important 
than before. The dilemma for U.S. policy, however, was that the 
Philippines did not appear capable of filling its more important 
role. As one news report that was entered into the Congressional 
Record put it, the Philippines was “perhaps the weakest link in our 
defensive structures in the western Pacific and southeast Asia.” The 
danger was not external attack, Dean Acheson assured, but internal 
“disintegration.”16

The Philippines was also of strategic value to the United States 
in other than a military sense. In an age of nationalism, the National 
Security Council concluded, intervention by a Western power in Asia 
was likely to be counterproductive. The United States must work 
with, and even strengthen, a moderate nationalism as a means for 
opposing communism. The United States, the NSC noted, “should 
refrain from taking the lead in movements which must of necessity 
be of Asian origin.” An American propaganda official made the 
same point: “We must present American ideas dressed in Asian 
clothes, coming from Asian mouths, if we are to succeed.” The 
United States “should help from behind the scenes—and stop trying 
to play the leading part on the stage.”17 There was no more perfect 
Asian clothing for American policy than the Philippines. As Presi
dent Roxas had said in a speech in the United States in 1946, “We 
are not of the Orient except by geography. We are part of the 
Western world by reason of culture, religion, ideology, econom
ics. . . .  We expect to remain part of the West, possibly as the ideo
logical bridge between the Occident and the Orient.”18

Practical examples of this attitude were not difficult to find. 
Carlos P. Romulo, the Philippine delegate to the United Nations, 
declined to support the radical nationalist movements in Indochina 
or North Africa, “since the major batde was against Communism.” 
And the Philippine government had allowed the United States to set 
up a Voice of America relay transmitter in Manila capable of reach
ing China, Indochina, and Korea. Philippine foreign policy, said 
Roxas, was “committed to the cause and international program of 
the United States of America.” And just before his death in 1948,
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Roxas offered the United States a pledge of loyalty that the State 
Department found “so strong as to be unusual in international 
relations.”19

“We should endeavor to induce the Philippines,” the secretary 
of state had told the NSC in 1949,

to assume an active and constructive role in developing a counter
force to communism in SEA [Southeast Asia] and otherwise to further 
spontaneously our major objectives in Asia. We should encourage the 
Filipinos to take the initiative publicly in many projects which they, as 
Asians can advance more effectively than we, but always to come to us 
for confidential and friendly guidance.20

There was also an economic motive for U.S. concern with the stabil
ity of the Philippines. As one member of Congress put it,

it is to our own self-interest to stabilize the economy of the Philippines, 
they will buy our goods. Southeast Asia represents the greatest poten
tial market in the world for American goods.. . . here is a country 
that, once its economy is stabilized, will want durable goods and want 
them in great quantities.

It has things that we need and it would provide a potential market 
for these exchanges.21

Another reason the Philippines was important to U.S. policy
makers was that it provided a test case of the benefits that might 
accrue to countries from having close friendships with the United 
States. “It is a laboratory sample of the choice which exists between 
our kind of world and the kind of world on the other side of the 
iron curtain,” noted Assistant Secretary of State Dean Rusk. Another 
official remarked, “Our standing in the Orient, our brand of democ
racy and way of doing business depend on how the Philippine ex
ample turns out.” The failure of the Philippine “experiment” would 
be a great propaganda defeat for the United States in the cold war.22

All these factors led U.S. policymakers to take steps to prevent 
the collapse of the Philippines. In December 1949 Manila imposed 
foreign exchange controls after getting the permission of the U.S. 
president, as required by the Bell Trade Act. Though in the short 
run detrimental to U.S. economic interests, “there appeared no 
other means of retarding the drastic decline of dollar reserves.” 
Unchecked, this decline could cause the total bankruptcy of the is
lands, rendering all U.S. investments there worthless. According to a 
Philippine official, however, the U.S. Embassy in Manila did warn
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the Philippine government that Truman might withdraw his appro
val of the controls if they were applied in a discriminatory manner 
against American firms.23

In February 1950, when Quirino came to the United States, the 
State and Treasury Departments recommended that Truman “firmly 
advise President Quirino that no further American aid could be con
sidered unless and until there is tangible evidence that the Philippines 
has taken steps to put its house in order and that it would then need 
and be in a position to effectively use additional aid.” Specifically, 
Truman was to propose to Quirino that a U.S. economic survey mis
sion be sent to the Philippines. Quirino agreed, but over the next four 
months he wavered, suggesting that the mission be a joint Philippine- 
American team rather than a purely American one. United States 
officials remained insistent, feeling that Quirino’s appointees would 
whitewash Philippine corruption and mismanagement, and in early 
June, Quirino finally accepted. On June 29 Truman announced that 
an economic survey mission was being sent to Manila, headed by 
Daniel W. Bell, president of the American Security and Trust Com
pany and a former undersecretary of the treasury.24

In 1947-1948 U.S. officials had decided to provide only mini
mal military aid to the Philippines. A request by Manila for addi
tional assistance had been turned down on the grounds that it was 
not needed. Military aid was continued at low levels for the next two 
years; for fiscal 1950 (approved in early 1949) less than $6 million in 
military assistance was programmed for the islands, which placed the 
Philippines “in the lowest considered priority” for military aid.25 In 
the spring of 1950 deliveries of scheduled U.S. military supplies 
were speeded up. Then, with the outbreak of fighting in Korea, 
Truman was able to obtain congressional approval for a massive 
supplemental military aid appropriation. For the Philippines, the 
fiscal 1951 appropriation came to more than three times the previ
ous year’s allotment. And both JUSMAG and the U.S. security forces 
at the Philippine bases were brought back up to strength.26

Though Truman had justified his military aid request to Con
gress by referring to “the increased jeopardy to the Pacific area 
caused by the Communist aggression in Korea,” the threat to the 
Philippines was wholly internal. There was no evidence of any sig
nificant outside aid to the Huks, and, indeed, the State Department 
was actually surprised at how little the Soviet Union had been doing 
for the Huks. Washington had explicitly decided, however, that it 
would not permit the Philippines to succumb to external attack or 
internal subversion. Communism, “however Filipinized it might ap
pear, will be considered as aggression.”27
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United Sûtes officiais, in particular the officers of JUSMAG, 
repeatedly advised the Philippine government that a sound military 
policy “justifies maximum emphasis and expenditures upon forces 
required for the maintenance of internal security and minimum ex
penditure upon forces contributing largely to national prestige or to 
forces and reserves designed for defense against external invaders.” 
In late 1949, JUSMAG persuaded the Philippine government to 
alter its defense budget by reducing the air force and navy alloca
tions in favor of the more directly counterinsurgency-oriented army. 
Even the Korean War did not change JUSMAG’s view of the Philip
pine Armed Forces’ primary mission; when Quirino offered to send 
5,000 Filipino troops to Korea, JUSMAG advised him that he would 
not be able to maintain internal security in the Philippines. It was 
decided that Manila would contribute one combat infantry batulion 
of 1,275 men—just enough to give the Korean action an interna
tional image—with its supplies to be provided by the United Sûtes. 
Nor did the U.S.-Philippine Mutual Defense Treaty of 1951 signify 
any U.S. fear of external aggression. Washington signed this treaty 
strictly to get the Philippines to agree to the Japanese peace treaty. 
United Sûtes officials were happy to humor the Philippine govern
ment by signing the Mutual Defense Treaty, so long as they did not 
have to exchange military information with Manila or disturb “our 
present miliury arrangements in the Philippines which are particu
larly advantageous to the United States.”28

JUSMAG drew up recommendations that were accepted by Phil
ippine officials for a thoroughgoing reorganization of the antidissi
dent campaign. Responsibility for combating Huks had rested with 
the Philippine Constabulary. Because the Constabulary was under 
the authority of the Department of the Interior, it was easily influ
enced by local politics; in addition, JUSMAG felt that Constabulary 
units were too small, with poor discipline, training, and leadership. 
Therefore, the United Sûtes “insisted” that the Constabulary be 
combined with the Armed Forces of the Philippines, under the 
office of the secretary of national defense, and that these merged 
armed forces be given the task of fighting Huks. JUSMAG further 
advised that instead of anti-Huk units of about 90 men, as the 
Constabulary had had, battalion combat teams be organized: con
tingents of 1,170 soldiers, with artillery, which could engage in 
major offensive actions instead of police-minded static defense. In 
the spring of 1950, Philippine officials implemented the JUSMAG 
recommendations. Recruiting to augment the Philippine Army was 
underuken “throughout all areas, except Central Luzon where dis
sidents are concentrated.”29

75



= T H E  UNITED STATES AND THE PHILIPPINES=

Also in early 1950, at the request of the Philippine chief of 
staff, JUSMAG prepared a study proposing a complete reorganiza
tion of the intelligence agencies of the Philippine government, and 
the JUSMAG recommendations were carried out.30 And in August 
1950, CIA operative Edward G. Lansdale was ordered to Manila to 
advise the Philippine government on counterinsurgency.31

In the summer of 1950, U.S. officials in the Philippines moved 
to get their choice appointed as secretary of national defense. The 
head of JUSMAG and the American ambassador, Myron M. Cowen, 
strongly urged Quirino to select Ramon Magsaysay for the post. 
(Just a short time before, Cowen had replied to a Philippine sena
tor’s complaint that the head of JUSMAG had recommended for the 
job another high Philippine official—the one convicted of collabora
tion with the Japanese: “It is not the policy or practice of this Em
bassy to make any recommendations whatsoever to the Philippine 
Government as to what officials it should appoint.’’) In any case, 
Quirino was not in a strong bargaining position—being dependent 
on the United States for military aid—and on September 1, 1950, 
Magsaysay was appointed to the cabinet position.32

Later mythology was to portray Magsaysay as having come from 
humble origins, a “man of the masses.” In fact, his family was the 
most well-to-do in their barrio and one of the wealthiest in the town. 
They owned a general merchandise shop and various farms, includ
ing one of over a thousand acres, and they employed tenant labor. 
Magsaysay first worked as a mechanic at a bus line owned by a 
relative. He was soon made a shop superintendent and later a 
branch manager. His salary at the time, 1939, was higher than the 
average wage made by nonself-employed agricultural workers by 
about a factor of 35. In 1940 the employees under his authority 
went on strike because of his harsh methods, such as arbitrary sus
pensions and dismissals. Magsaysay tried to organize strikebreakers 
and ultimately broke the strike by getting a court to rule that the 
strike leaders were attempting to sabotage American military prep
arations by hindering transportation.33

During the war, Magsaysay headed a USAFFE guerrilla unit. 
He was appointed military governor of Zambales province by the 
U.S. Army when it returned to the islands. In 1946, he was elected 
to Congress on a platform pledging to obtain benefits from the 
United States for USAFFE guerrillas and other war veterans. He was 
a loyal member of the Liberal party; for example, he praised Qui
rino as a modern “Sir Galahad, a knight in shining armor in search 
of the Holy Grail of clean and honest government.” He was made 
head of the House Defense Committee, a position which involved
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him in a great deal of contact with JUSMAG. In 1948 he made a trip 
to the United States to obtain veterans’ benefits legislation, at which 
time he also established good contacts in the Pentagon. And in 
March 1950 he traveled to the United States to request additional 
military aid, meeting again with top American officials. Upon his 
return he delivered his first and only privileged speech in his four 
years in Congress, a speech defending the United States against its 
critics.34

As secretary of national defense, Magsaysay was able to obtain 
for himself a free hand in running the armed forces: he was able to 
contact the Pentagon to put pressure on Quirino, using the leverage 
of U.S. military aid, to get his enemies removed from office.35 But 
this does not mean that Magsaysay was going to lead the anti-Huk 
campaign alone. He leaned heavily for advice on Major General 
Leland S. Hobbs, the head of JUSMAG. A few years later Hobbs 
would write to President Dwight Eisenhower, “I think I know [Mag
saysay] and his innermost desires as do few Americans.” In early 
1951 JUSMAG secretly reported that the United States was “fortu
nate” in having as the Philippine secretary of national defense a 
person “with a genuine admiration and faith in the United States, 
[whose cooperation with JUSMAG] has been outstanding, and its 
advise and assistance is constantly sought and utilized by him.” And 
another Defense Department official was “particularly impressed” 
with Magsaysay’s “determination and pro-American attitude.”36

A week after Magsaysay’s appointment, the CIA’s Edward Lans- 
dale arrived in Manila. In the early postwar years, when Lansdale 
had been chief of army intelligence for the western Pacific, stationed 
in the Philippines, he had befriended Magsaysay among others. Now 
he set up a desk in Magsaysay’s defense office and had Magsaysay 
share his bedroom in the JUSMAG compound, and the two worked 
closely together on the problems of counterinsurgency. Lansdale, 
the U.S. ambassador reported to Washington, was “the right hand” 
of Magsaysay.37

Under the guidance of Lansdale, Hobbs, and some of their staff 
officers, Magsaysay was able to revitalize the armed forces. Corrupt 
officers were removed and, though Magsaysay himself used his of
fice to dispense patronage and pork-barrel,38 it was no longer at a 
level that prevented the military from functioning. Magsaysay also 
increased troop morale. As two of his biographers have said, “Mag
saysay was winning army loyalty with the human touch. Soldiers who 
killed Huks earned a stripe and a personal letter of praise from 
him.” Magsaysay initiated a policy of giving liberal “cash incentives” 
for Huk bodies as well as for information, citing movies of the
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American wild West for his model. The first such reward paid out 
was for 5,000 pesos—about ten times the annual wage of agricultural 
laborers in the Philippines. For top Huk leaders, one could make as 
much as 100,000 pesos.39

An Office of Psychological Warfare was set up directly under 
Magsaysay. It was soon renamed the Civil Affairs Office (CAO), 
though its function remained unchanged. At its head was Jose Cri- 
sol, who, as Lansdale confided, operated “mostly under my direc
tion.” The CAO undertook a massive propaganda effort against the 
Huks. Within two years more than 13 million leaflets and other 
literature had been distributed, and over 6,000 meetings were held, 
reaching 1.5 million people. Literature and films were provided by 
the U.S. Information Service (USIS). The USIS set up a Regional 
Production Center in Manila in 1950 to reproduce propaganda ma
terials for use by American personnel throughout Asia, and it pre
pared leaflets, posters, and pamphlets in local Philippine dialects for 
use against the Huks. JUSMAG helped in the selection öf targets for 
air drops of propaganda leaflets.40

The CAO organized anticommunist forums in universities, pa
triotic writing contests were set up for high school and college stu
dents, and propaganda materials were distributed in the grammar 
schools. The downtown headquarters of the National Student .Move
ment was secretly subsidized by the CAO. Yabut, a disc jockey (“a 
sort of Arthur Godfrey of the Philippines”), was put on the CAO 
payroll. Members of the press were given food, transportation, en
tertainment, gifts, and even salaries. Lansdale and others forged 
Huk documents and spread false information through the media. 
Magsaysay was especially cooperative with journalists who invented 
news stories about his exploits.41

What is quite remarkable about this propaganda barrage is that 
it was all in addition to the usual subordination of the Philippine 
media to U.S. interests. In the early 1950s, three major Manila news
papers were American-owned. Advertising in Manila dailies by 
American manufacturers apparently contributed a major share of 
newspaper revenues. News of the world outside the Philippines was 
largely filtered through American-owned wire services, and news
papers that could not afford wire services used a USIS press service. 
Of the forty-one Philippine radio stations, twelve were owned by the 
Voice of America. Sixty percent of the films shown in the Philip
pines were imported from the United States. (Not all American films 
were suitable, however; Viva Zapata was banned outside Manila.)42

Some of the psychological warfare operations involved actions 
as well as words. Lansdale relates the example of a psywar operation
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designed to get the Huks to leave a particular hill. Stories were 
circulated among Huk sympathizers of an asuang (vampire) that 
lived on the hill:

The psywar squad set up an ambush along a trail used by the Huks. 
When a Huk patrol came along the trail, the ambushers silently 
snatched the last man of the patrol, their move unseen in the dark 
night. They punctured his neck with two holes, vampire-fashion, held 
the body up by the heels, drained it of blood, and put the corpse back 
on the trail. When the Huks returned to look for the missing man and 
found their bloodless comrade, every member of the patrol believed 
that the a su a n g  had got him and that one of them would be next if 
they remained on that hill. When daylight came, the whole Huk squa
dron moved out of the vicinity.

Another technique of the psychological warfare campaign was the 
exploiting of ethnic differences among Filipinos. As Lansdale de
scribed it, a Huk commander in Laguna

requested, and had, a private rendezvous with Magsaysay to discuss 
amnesty for Laguna Huks. Magsaysay gave him a counter proposal: 
let the Laguna Huks surrender, join the Armed Forces in hunting 
down the Pampanga Huks whom they dislike so, and they can thus 
earn a pardon and will be resettled in Mindanao. . . .  Even if negotia
tions are not resumed, Magsaysay has planted a seed of sectionalism 
which can grow.43

The CAO also undertook a campaign of covertly fomenting mass 
demonstrations against the Huks. In San Luis, Pampanga, the home
town of Huk leader Luis Taruc, Taruc’s birthday was celebrated by 
burning him in effigy, “supposedly as a spontaneous public ac
tion”—to use the words of a secret JUSMAG report.44

Lansdale has recendy written, presumably with a straight face, 
“The martyred Philippine hero Jose Rizal once said ‘A man retains 
his freedom so long as he preserves his independence of thought.’ 
In these days of Pavlovian behavioral controls subtly created by 
skilled propagandists, as in Rizal’s day of colonial repression, we 
need to hold fast to such truth.”45

The most successful psychological warfare technique was the 
Economic Development Corps (EDCOR). Essentially, the Army took 
as its own the Huk slogan “Land for the Landless” and promised to 
resetde any recandng Huks on their own plots of land. When the 
project was completed, fewer than 1,000 families had been reset
tled—this in a country with over 600,000 tenant farm families—and
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only 246 of these were ex-Huks (some, in fact, were members of 
Magsaysay’s armed forces added as a stabilizing influence). “Actu
ally,” an American land settlement adviser reported, “this project 
contributed little to the rehabilitation of dissidents.” The lack of 
substantive reform, however, was more than made up for by the 
thorough propaganda effort: films, posters, pamphlets, and leaflets 
were distributed throughout the Philippines extolling the EDCOR 
project. As the Huks themselves acknowledged, EDCOR helped to 
deplete the mass base of the insurgency.46

Another program in which the propaganda value far exceeded 
the actual reforms was the Philippine Army’s offer of free legal 
services to poor farmers. One U.S. official later explained it in this 
way:

[Magsaysay had] made a big publicity binge, that all you’ve got to do is 
walk into any post office in any village in the Philippines and send a 
collect telegram to me, Magsaysay, and within twenty-four Hours I will 
have a team of lawyers there to take care of your grievance. And as 
Magsaysay says, if they’d really challenged him on it, he didn’t have 
that many lawyers. But a few people did do this, and he went down 
there—you know, peasants who had land problems—he got the 
lawyers to them within twenty-four hours. And the word got around, 
and they began to believe him. He wasn’t able to accomplish the social 
reforms, but they believed that he would. And that defeated the 
Hukbalahaps.47

In October 1950 the anti-Huk campaign made a major break
through when, in what a U.S. Army historian called “a great stroke 
of luck,” an informer provided information leading to the capture of 
the entire Communist politburo in Manila. JUSMAG assisted Phil
ippine officials in preparing evidence for use in the trial and subse
quent conviction of the politburo members. There had been no need 
to worry about the friendliness of the judge, for the Philippine sec
retary of justice had assured the U.S. embassy that the secretary had 
been responsible for the judge’s recent appointment.48

Magsaysay and JUSMAG used the Manila roundup as the op
portunity to get Quirino to suspend the writ of habeas corpus. When 
the writ was restored two years later, more than a thousand people 
were being held in prison without having been charged with a crime 
or having received public hearings*. For these people and for all the 
others jailed for insurrection and the like, imprisonment was à grim 
experience; until mid-1952, according to the same U.S. Army histo
rian, beatings were the normal procedure for extracting information 
from prisoners.49
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In the meantime, the military operations continued. JUSMAG 
had recommended that the Philippines “increase ground forces as 
rapidly as possible.” In the latter half of 1950, the Army was in
creased from ten to sixteen battalion combat teams “upon direct 
JUSMAG advice.” And in the first half of 1951 ten new teams were 
added. Total strength of the Armed Forces of the Philippines (AFP) 
rose from 32,000 at the beginning of 1950, to 40,000 at the start of 
1951, to 56,000 in late 1952.50

Washington had a policy of not providing direct financial sup
port for the pay or maintenance of foreign armed forces. But the 
unlimited U.S. determination to prevent the “loss” of the Philippines 
led the Joint Chiefs of Staff to approve in mid-1951 a onetime pay
ment of $10 million to the AFP. So that it would not become a 
precedent, this decision was kept top secret, and confidential funds 
were used.51

On JUS MAG’s recommendation, further organizational reforms 
were implemented in the AFP and in the Philippine military intelli
gence agencies. JUSMAG wrote some “standing operating proce
dure” directives for the AFP and assisted in the preparation of 
others. JUSMAG considered a particular directive it wrote to be 
“one of the most important steps taken by the Army during the past 
several months to strengthen military striking power.” Philippine 
officials set up an intelligence school, which used mostly American 
materials and whose lectures were rehearsed in front of a JUSMAG 
representative before delivery.52

In the summer of 1950, JUSMAG had advised Philippine mili
tary intelligence to compile an alphabetical list of all known Huks 
and then to initiate broad searching and screening campaigns over 
cordoned areas suspected of hafboring Huks. In the first six months 
of 1951, 15,000 people were arrested under this program.53 Also in 
the summer of 1950, JUSMAG began a policy of inspecting AFP 
tactical units, training installations, and supply agencies. Some time 
later JUSMAG officers received official sanction to accompany Phil
ippine troops on major operations as unarmed combat observers. 
Ambassador Cowen sent a cable to Washington suggesting that U.S. 
influence over the AFP should be increased, since Magsaysay would 
not retain his post indefinitely. The Joint Chiefs of Staff also con
sidered having JUSMAG officers serve as advisers to Philippine 
combat battalions, but JUSMAG insistence that this was unnecessary, 
plus the excessive costs such a policy would involve, led the Joint 
Chiefs to defer the matter.54

The Huks were fought from the air as well. The Philippine Air 
Force, which was of negligible value against an invader using mod-

81



= T H E  UNITED STATES AND THE PHILIPPINES=

ern jet aircraft, had as its primary mission the “support of army 
troops in anti-dissident operations.” Between August 1, 1950, and 
June 30, 1952, the Philippine Air Force flew 2,600 bombing and 
strafing sorties, expending over 1 million rounds of .50 caliber am
munition and 250,000 pounds of explosives on Huk targets.55 (These 
are small figures by the later standard of the Vietnam War, but this 
was the Philippine Air Force, not the American, and the Huks did 
not use tunnels.) As early as November 1949, Philippine officials had 
asked the United States for napalm. The request was held up for a 
while because the State Department feared that napalm created 
more Communists than it destroyed. The Philippine Air Force tried 
a locally fabricated napalm imitation, developed with some JUSMAG 
assistance, but, as JUSMAG noted, it “did not give the desired effect 
because of inferior burning qualities.” Finally, at the end of 1951, 
U.S.-provided napalm arrived in the Philippines and was used 
against suspected Huk concentrations.56 Incendiary raids against 
Huk agriculture were also conducted, at times with clandestine sup
port from the U.S. Air Force.57

In early 1952 a proposal was aired in the Philippine Congress to 
attempt an amnesty with the Huks. The Philippine military reacted 
with public alarm, while privately the papal nuncio and JUSMAG 
indicated their firm opposition.38 Nothing came of the proposal.

Although the Huks did not formally concede defeat until the 
mid-1950s, when they announced their retreat from armed to parlia
mentary struggle, they were essentially beaten militarily and psycho
logically in the first few years of the decade. And significantly, from 
Washington’s point of view, advisers and military aid had sufficed to 
crush the Huk insurgency. United States policymakers had been 
willing to use American troops directly in the Philippines if necessary, 
but they welcomed not having .to do so. “Much of the stigma of colo
nialism can be removed,” stated a high-level State and Defense De
partment mission to Southeast Asia, “if, where necessary, yellow men 
will be killed by yellow men rather than by white men alone.”59

Keeping the Philippine government afloat required more than 
defeating the Huks, however. The economic disintegration of the 
country also had to be checked. In October 1950 the U.S. Economic 
Survey Mission headed by Daniel W. Bell delivered its report to 
Truman. Shortly thereafter the report was released to the public. 
The Philippine economy, declared the Bell Report, was on the brink 
of collapse. The mission concluded that the Philippines would be
come totally useless to American strategic and economic interests if 
the disastrous state of the economy were not immediately rectified.

82



= T H E  CRISIS OF THE EARLY 1950s=

“If the situation is allowed to drift,” the report warned, “there is no 
certainty that moderate remedies will suffice.”

To correct this situation, the report recommended that the Phil
ippine government increase tax receipts, establish a tax on the sale 
of foreign exchange, enact a minimum wage law, undertake land 
reform, and improve and reorganize public administration. It fur
ther called upon the U.S. government to provide the Philippines 
with $250 million in loans and grants over a five-year period, on the 
condition that the Philippine government enact the recommended 
reforms.60

However, control of all such aid funds—even those funds allo
cated by the Philippine government to match U.S. aid—was to be in 
the hands of the United States. In Washington’s view, unless aid was 
under rigid U.S. control it would be dissipated. This was the key 
lesson that the defeat of Chiang Kai-shek had taught U.S. officials: 
aid given to or through the governments of “free Asia” would be 
simply wasted because of the corruption of those governments. Dan
iel Bell and Secretary of Defense George Marshall told Truman that 
there ought to be a U.S. mission to Manila of 150 to 200 people 
“which would in effect have to assume direction of most of the 
Philippine Government activities.”61

In November 1950, William C. Foster, head of the Economic 
Cooperation Administration, went to Manila and concluded an 
agreement with President Quirino. Quirino, for his part, agreed to 
formulate a legislative program involving tax reform, an agricul
tural minimum wage law, and a general statement expressing Con
gress’ accelerated concern for implementing the social and eco
nomic measures recommended by the Bell mission. In addition, 
Quirino agreed to accept American advisers. In return, the Tru
man administration pledged to ask the U.S. Congress for $250 
million in aid over several years. This aid, a U.S. official privately 
acknowledged, was a bribe to get Manila to agree to reforms and to 
U.S. supervision and advice. Acheson explained to a closed con
gressional committee hearing that the Philippines “will accept 
American advisers throughout their Government. We will come up 
to Congress with an aid program which will be modest in dimen
sions but which lays the foundation for American technicians and 
American advisers all through their Government.”62

In August 1951 Quirino signed a minimum wage law, drafted 
largely in the U.S. Department of Labor, and that same day Wash
ington announced the release of the first $15 million in U.S. aid. 
Four months later the New York Times reported that U.S. officials 
found that “evasion of the law is prevalent, enforcement machinery
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is insufficient, and there are too many loopholes in the law itself.”63 
This probably was not what the United States intended, for Wash
ington was committed to a strategy of eliminating the conditions 
breeding insurgency, though with two important limitations.

First, the reforms must not too seriously challenge the power of 
the Philippine elite, for U.S. economic and military interests de
pended upon the alliance between Washington and this Filipino elite. 
The best illustration of this is land reform, a recommendation of the 
Bell Report but not specifically included in the Quirino-Foster agree
ment. The Bell Report had noted that the land situation in 1950 
“remains the same or worse than four years ago.” The minor agrarian 
reform program that did exist had simply enriched Quirino’s friends, 
apparently including the secretary of justice and Quirino’s brother.64 
Clearly no land reform would be voluntarily initiated by Philippine 
officials, but neither were U.S. officials anxious to push too hard on 
this point. The assistant director of the Mutual Security Administra
tion (MSA) reported from Manila in 1952 that the United States 
would have to use all its influence simply to assure free elections in 
1953, and that he “would hate to see us use up our ammunition in 
what would probably be a futile attempt to get an adequate land 
reform program at this time.” (U.S. influence was substantial. At its 
peak in 1952, American aid accounted for almost 11 percent of total 
Philippine government revenues.) Moreover, the MSA official noted, 
to have Quirino promise to carry out a land reform without being 
serious about implementing it would inflame the peasantry even 
more.65

In 1952 Robert Hardie, an overzealous MSA land reform ad
viser in the Philippines, submitted a report calling for a redistribu
tion of land. He suggested that the Philippine government purchase 
land from landlords with bonds paying 4 percent interest and ma
turing over twenty-five years, and resell small plots to tenants who 
would pay off their purchase over thirty years with interest. The 
administration of the program was to “at all times be guided by the 
principle o f . . . private rather than state, individual rather than col
lective ownership of land.” The existing land tenure system, Hardie 
warned,

fosters the growth of communism and harms the United States posi
tion. Unless corrected, it is easy to conceive of the situation worsening 
to a point where the United States would be forced to take direct, 
expensive, and arbitrary steps to insure against loss of the Philippines 
to the Communist block [sic] in Asia—and would still be faced with 
finding a solution to the underlying problem.66
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But when Hardie’s report was made public, he was denounced by 
the speaker of the Philippine House of Representatives as a Com
munist. He was recalled from Manila in August 1953.67

The second self-imposed limitation on the U.S. strategy of elimi
nating the conditions fostering unrest in the Philippines was that 
American economic interests were not to be harmed in any substan
tial way. Thus, for example, the Bell Report did not recommend 
freezing the prices of U.S. products or requiring U.S. firms to distrib
ute their profits to their employees—both measures that could con
ceivably have reduced popular unrest. The tax on foreign exchange, 
recommended by the Bell Report and approved by the U.S. presi
dent, was viewed by U.S. officials as a temporary measure, thought 
to be preferable to the alternative of devaluing the peso. The for
eign aid urged by the Bell Report was not antithetical to the interests 
of U.S. investors; on the contrary, they favored it as a means for 
stabilizing their investment market.68 And one Bell Report recom
mendation called upon the Philippines to liquidate its governmental 
corporations. Said the Bell Report, the “extent to which the Govern
ment intends to retain and increase its activities directly in the field 
of commerce has been a source of much concern to the business 
community.” Moreover, the report recommended that “in the devel
opment of Philippine resources preference should be given to pri
vate industry (if necessary, with government financing in the form 
of preference shares), and that the government withdraw from trad
ing activities on export products, from agriculture, and from other 
activities that are now in competition with private industry.”69 United 
States investors, of course, could well appreciate reforms of this sort.

In the first few years of the 1950s, the Philippine economy 
substantially recovered from its desperate straits of 1949-1950. 
There were a number of factors accounting for this. The Korean 
War had caused an international boom in commodity prices which 
greatly benefited Philippine exporters. Various U.S. loans and U.S. 
grant aid combined with the instituting by the Philippine Congress 
of various tax measures (as called for in the Quirino-Foster agree
ment) had ended the government’s budget deficits. Exchange and 
import controls were able to prevent a dissipation of the country’s 
foreign currency reserves. And finally, the defeat of the Huks re
stored business confidence in the Philippine economy.70

Militarily and economically the crisis in the Philippines was 
averted in the early 1950s. It remained for U.S. policy to maintain 
the political credibility of the Philippine government.
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“Am ericas Boy”

Preserving the political stability of the Philippines involved three 
tasks. First, a repetition of the corrupt 1949 elections had to be 
avoided; another stolen election would surely reduce the legitimacy 
of the Philippine government to disastrous levels. Second, a replace
ment had to be found for Quirino, whose corruption made popular 
support for the government impossible. And third, the trade and 
military bases agreements between Washington and Manila had to 
be revised in order to eliminate the affronts to Philippine sover
eignty that had fueled nationalist agitation. United States officials, 
and those Filipinos who worked closely with them, took steps to deal 
with each of these problems.

Before the 1951 off-year elections, a “good government” orga
nization called NAMFREL—National Movement for Free Elec
tions—was set up with the help of CIA funds and officials, as well as 
private American money.1 NAMFREL members conducted a mass 
publicity campaign urging clean elections. United States materials, 
including voters’ guides and pamphlets, were distributed through 
NAMFREL, though without attribution of U.S. authorship. The 
Civil Affairs Office of the Philippine Armed Forces distributed leaf
lets exhorting the cynical population to vote. And Magsaysay used 
the Army and ROTC students to police the balloting and supervise 
an honest count.2 The election turned out to be one of the bloodiest 
in Philippine history—twenty-one killings on election day itself, and 
at least thirty election-related deaths in the weeks before.3 Neverthe
less, since the opposition Nacionalista party Senate slate swept the 
elections, the votes were generally thought to have been tallied hon
estly, and this served to undercut the Huk slogan of “Bullets Not
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Ballots.” The real test was yet to come, however, in the more impor
tant presidential election of 1953.

As early as the summer of 1951, the U.S. ambassador in Manila 
warned Washington that Quirino would be a candidate in 1953 and 
would inevitably win the election. This was a depressing prospect to 
U.S. policymakers, for their opinion of Quirino was unreservedly 
negative. In private, U.S. officials referred to the Philippine presi
dent as “an opportunist of the first order . . . whose political reliabil
ity and trustworthiness cannot be counted upon very strongly,” a 
man with a ’’constitutional inability to preserve confidences,” “over
weening vanity and arrogance,” “pettiness and vindictiveness,” who 
would rather see his country ruined than “compromise with his insa
tiable ego or accept outside assistance on any terms except his own,” 
and who was ignorant, morally irresponsible, and heading an admin
istration that was weak in all respects save in talents for keeping itself 
in office by dishonest means. And Quirino’s offer to withdraw the 
name of Vicente Madrigal as his ambassador to Washington if the 
United States paid off Madrigal’s war damage claim further es
tranged U.S. policymakers.4

“If there is one lesson to be learned from the China debacle,” 
Secretary of State Acheson told Truman, “it is that if we are con
fronted with an inadequate vehicle it should be discarded or immo
bilized in favor of a more propitious one.” In 1950 the United States 
had tried private approaches to Quirino’s colleagues to get them to 
force the Philippine president from office but to no avail.5 The alter
native was to groom a challenger to Quirino for the 1953 election. 
The obvious choice was Ramon Magsaysay, who was relatively honest 
and thoroughly pro-American, though without the wide reputation 
and political connections necessary for a presidential bid. United 
States officials endeavored to provide the defense secretary with both 
of these.

Lansdale introduced Magsaysay to foreign correspondents in 
Manila and to visiting journalists, some of whom worked for the 
CIA. Articles praising Magsaysay appeared in almost every major 
American periodical.6 Roy Q. Howard reported from Manila that 
“the achievements of the defense minister were taken more or less in 
a stride by the local press until they began to attract the attention of 
American correspondents whose press dispatches, special articles 
and magazine stories soon began to glamorize the courageous but 
not overly colorful Magsaysay.”7 In the course of glamorizing the 
defense secretary, there was little concern for factual accuracy. Typi
cal in this regard was the false portrayal of Magsaysay as having 
come from humble origins.8
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The CIA wrote Magsaysay’s speeches, and the Philippine armed 
forces also contributed to the Magsaysay public relations effort. With 
Magsaysay’s knowledge, safe conduct passes with his picture on them 
were dropped in areas where there were known to be no Huks. A 
more elaborate scheme was having Magsaysay’s own troops disguise 
themselves as Huks and set upon some village, so that these “guerril
las” could be repulsed by troops under the command of Magsay
say—thus enhancing the defense secretary’s image as a fearless 
Huk-fighter.9

The next stage of Magsaysay’s as yet unannounced campaign 
was engineered by Lansdale and Manuel J. (“Dindo”) Gonzalez. 
Gonzalez was a wealthy advertising and business executive, with a 
reputation as a “kingmaker”; he was president of the Manila Lions 
Club and a confidant of President Quirino, being the brother-in-law 
of Quirino’s only daughter. He was, however, a Magsaysay sup
porter and, with Lansdale, he convinced the president of Lions In
ternational that Magsaysay ought to be the keynote speaker at the 
group’s convention in June 1952 in Mexico City. This would be a 
further boost to the defense secretary’s reputation.

Magsaysay and Lansdale first went to the United States. Qui
rino had insisted that the publicity given Magsaysay be minimal, 
but nevertheless Magsaysay was honored in New York City with a 
nineteen-gun salute, a troop review, and an elaborate reception 
arranged by Leland Hobbs, who had recently completed his tour as 
JUSMAG commander. Jesuit contacts in the Philippines arranged 
to have Magsaysay receive an honorary degree from Fordham Uni
versity in New York. In Washington, D.C., Magsaysay held closed- 
door meetings with Truman, Acheson, Defense Secretary Robert 
Lovett, and top Pentagon officials.10 He was given $500,000 in clan
destine funds—for which he would not have to account—for use 
against the Huks. The original source of this money is unclear, but 
both JUSMAG and a high-level mission that had earlier visited the 
Philippines had recommended that the CIA provide funds for co
vert anti-Huk activities.11 This money, together with a “peace fund” 
of 1 million pesos raised by Vice-President Fernando Lopez in the 
Philippines, financed rewards for informers and other unconven
tional military operations. In Mexico City, Lansdale and Gonzalez 
saw to it that after Magsaysay had finished his keynote address the 
Lions gave him a couple of milliop dollars’ worth of agricultural 
equipment for his resettlement projects.12

Once Magsaysay decided to run for the presidency, according to 
one of his biographers, “which party would sponsor him was of 
secondary importance.” On November 20, 1952, he met privately
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with Nacionalista party leaders Jose P. Laurel and Claro M. Recto 
and signed a secret pact whereby Laurel and Recto agreed to sup
port a Magsaysay presidental bid on their party ticket. Lansdale and 
U.S. Ambassador Raymond Spruance hid the document for safe
keeping. It was arranged that Magsaysay would continue as secretary 
of defense in Quirino’s cabinet until shortly before the Nacionalista 
convention in April 1953, so that he might prolong his control over 
the armed forces. In January, Magsaysay privately signed a Naciona
lista party affiliation card; in February he resigned his cabinet post.13

Liberal party politicians got word of the secret pact and charged 
that U.S. Embassy vaults harbored the document. Spruance was 
challenged to deny this and other accusations of U.S. interference in 
Philippine politics. He told the press:

I wish to state now that the United States Embassy will observe strict 
neutrality in the course of the coming campaign and election. For this 
reason I don’t propose to comment upon, to confirm or deny, charges 
of the sort that appeared in the public press recently, since to do so 
would be tantamount to intervention in Philippine politics.14

The American Embassy was also called upon to deny Magsaysay’s 
frequent statements to the effect that the U.S. government had lost 
confidence in Quirino and that American aid would be cut off if 
Quirino were reelected. Again the embassy replied that to comment 
on the charges would constitute interference in Philippine internal 
affairs. It should be noted that when in 1946 Osmena had claimed 
that only he could get U.S. financial aid, High Commissioner 
McNutt had issued a press statement declaring that the United 
States would carry out its aid pledge regardless of who won the 
election. McNutt also had denied charges that Roxas was his candi
date, and in 1949 the U.S. ambassador in Manila had stated that 
U.S. aid would be forthcoming no matter who was elected.15

On April 12 Magsaysay was nominated by Laurel and became 
the Nacionalista party’s presidential candidate. Public relations ef
forts in his behalf picked up steam. Most of the Manila press—in 
particular the three major American-owned papers—boosted Mag
saysay, and U.S. journalists continued to write glowing articles about 
him. Roy Q. Howard of the United Press observed, “the Magsaysay 
boom bears definite ‘Made in America’ markings.” Howard asserted 
that these were journalistic markings “without design or premedita
tion,” but Philippine ambassador to Washington Carlos Romulo 
wrote privately to ex-Ambassador Cowen, “It looks as though the 
build-up you started for Magsaysay is giving results.” “As a practical
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matter,” wrote Joseph Alsop in an article that ran in the Manila Daily 
Bulletin as well as in the United States, “Magsaysay is the American 
candidate.”16

The head of the Civil Affairs Office of the armed forces, Jose 
Crisol, resigned from the Army to begin a student organization 
for Magsaysay which soon developed into a large Magsaysay-for- 
President Movement. NAMFREL, though theoretically nonparti
san, secretly worked for Magsaysay’s election, and a new nonpartisan 
organization, Citizens Committee for Good Government, coverdy 
gathered political intelligence for Magsaysay.17

In June 1953 the “sugar bloc” bolted from Quirino’s Liberal 
party and formed a third party, the Democrata, with Carlos Romulo 
as their standard-bearer. Romulo was a sincere friend of the United 
States, and the CIA apparently had been able to blackmail Vice- 
President Fernando Lopez into running on the Democrata ticket, 
thus effectively splitting the Liberal party.18

The sugar barons pledged to match one peso for every dollar 
Romulo was able to raise from supporters in the United States. Rom
ulo wrote to U.S. Ambassador Myron Cowen to try to get (illegal) 
contributions from U.S. firms with interests in the Philippines, and he 
even proposed code names for use in future communications regard
ing fund-raising. Romulo soon learned, however, that American 
money was backing Magsaysay and was not willing to divide the anti- 
Quirino forces by bankrolling him. This convinced the Democratas, 
in August, to give up their third-party effort by merging with the 
Nacionalistas. The Nacionalistas agreed to support the sugar bloc’s 
choices for Senate president, three senators, thirty representatives, 
and half the cabinet. Romulo became Magsaysay’s campaign man
ager, announcing that in the event of victory he would “ask nothing, 
expect nothing, accept nothing” in the way of enrichment, patronage, 
high office, or appointment. It is not clear whether he asked for or 
expected anything, but after a discreet interval he accepted positions 
representing the Philippines at the United Nations and elsewhere.19

Traditionally, in Philippine politics, the incumbent party has the 
financial advantage. But once the sugar bloc joined the Nacionalis
tas, the Magsaysay campaign raised more money than did Quirino’s. 
Moreover, the Nacionalista sweep in the Senate in 1951 allowed 
them to block the expenditure of government funds by Quirino for 
political purposes. Illegal contributions from U.S. business interests 
swelled the Nacionalista campaign chest, but the American money 
was particularly important before the Democrata-Nacionalista merg
er, when the Magsaysay forces were desperately short of funds. Al
most every American businessperson was for Magsaysay, but there
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were two problems with getting their contributions to the former 
defense secretary: (1) the difficulty of getting the funds from the 
United States into the Philippines and (2) preserving the anonymity 
of local managers of U.S. firms who wanted to give Magsaysay 
money but feared retaliation by Quirino. In June 1953 Lansdale 
confided that he could solve both these problems.20 Whether this 
turned out to be the conduit for private U.S. funds is not clear— 
Lansdale has recently denied it—but American money did flow to 
Magsaysay. As Time magazine reported, “in spite of a Filipino law 
which forbids foreigners to contribute to election campaigns, U.S. 
business interests in the islands anted up some $250,000 at a time 
when Magsaysay’s Nationalist Party was seriously short of funds.” 
Informed Filipino politicians agree that the figure for total U.S. 
contributions to Magsaysay was considerably higher.21

Lansdale also had CIA money to give out. In a recent interview, 
Lansdale stated that he had $1 million to use in the Philippines but 
only spent $50,000 or $60,000. Whether this is true, and how much 
additional money was disbursed by Lansdale’s Manila superior, 
Brigadier General Ralph B. Lovett—who controlled the distribution 
of all CIA funds in the Philippines—is not known.22 The CIA re
sponse to a Freedom of Information Act request on this matter has 
been to claim national security exemption from the provisions of the 
act; the issue was appealed, and although the law requires a re
sponse within thirty days, two years later the CIA replied that they 
would not even confirm the existence of relevant records.

President Eisenhower and Secretary of State John Foster Dulles 
were generally familiar with the situation. The administration pub
licly declared its “absolute impartiality,” though it also expressed its 
concern that the balloting be kept honest—an implicit warning to 
Quirino. United States officials were convinced that if the election 
was fair Magsaysay would win.23 To help in this regard, Lansdale 
burnt a warehouse in which Quirino supporters had stored bogus 
ballots. But other CIA activities were not so nonpartisan: CIA opera
tives infiltrated the Liberal party and doped the drinks of Quirino 
speechmakers. The head of JUSMAG later recalled that the CIA was 
“furnishing money, furnishing political advice and in some cases I 
think a little strong arm.”24

Magsaysay was the first major Philippine politician to do a great 
deal of campaigning in the rural barrios, thus furthering his image 
as a “man of the masses.” The truthfulness of his campaign rhetoric, 
however, was quite typical of Philippine politics, as when he told 
Muslims in Mindanao that if elected he would make available navy 
ships for pilgrimages to Mecca. Both the Nacionalistas and the Lib-
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erals spent large sums of money on buying votes—another standard 
practice of Philippine politics.23

A few days before the election, a U.S. naval flotilla paid a visit to 
Manila Bay. The New York Times reported, without attribution, that 
the “naval visit was purely routine.” Nacionalista Senator Jose Lau
rel, however, confided a year later that the presence of the U.S. 
warships was not entirely accidental.26

On election day, the JUSMAG commander deployed a couple 
dozen of his officers to observe Filipino army personnel as the latter 
watched the polls. The CIA also made sure that American and for
eign reporters were on hand to oversee the balloting. The election 
was one of the most peaceful in Philippine history—depending on 
the count, ten or twenty people were killed on election day. Major 
fraud did not take place, and Magsaysay won an overwhelming vic
tory, capturing more than two-thirds of the votes cast.27

Eisenhower sent his congratulations to the CIA station in Ma
nila, and Time magazine remarked it was “no secret that Ramon 
Magsaysay was America’s boy.” And once in office, Magsaysay in
deed performed as “America’s boy.” In January 1954, in his first 
State of the Union message, he declared:

Private capital, from sources both at home and abroad, will be pre
ferred to direct government financing whenever possible . . . .  I hope 
that our own people will go into new ventures and take full advantage 
of the incentives now and to be provided by our Government. . . . We 
also welcome foreign capital, assuring it fair treatment. In the past it 
was perhaps discouraged by the uncertainty of our attitude, and I 
propose that we mark out clearly a stable basis on which foreign inves
tors can put their capital to work in this country.28

This was precisely what the Bell Report had earlier recommended. 
In 1955 the U.S. Department of Commerce was able to assure 
American investors that the Philippine government’s “general ad
herence to principles of private enterprise and welcome to foreign 
capital makes the likelihood of expropriation seem remote.”29

But it was in the field of foreign policy that Magsaysay most 
convincingly demonstrated that he was “America’s boy.” Thus, Mag
saysay wrote in the influential journal, Foreign Affairs, “We have 
learned from our own Communist Hukbalahap revolution that Com
munism is not just some distorted nationalist ambition, like Hitler’s, to 
be satisfied with land or riches, but an unremitting universal cam
paign to rule the earth, to eradicate individual liberty, to destroy God 
and the souls of men.”30 A constant theme of Magsaysay’s foreign 
policy was that “neutralism is anti-Filipino,” that the Philippines had
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“no need for fence-sitters in the struggle to preserve our way of life.” 
When Claro Recto suggested that he might run for the presidency in 
1957 on a platform opposing neutralism yet recognizing the need for 
peaceful coexistence, Magsaysay thundered, “He can run as the can
didate of Mao Tse-tung and I will run as an enemy of Communism 
and a friend of the United States, and we will let the Filipino people 
decide whether they want a party-liner or one who is firmly and 
unequivocally and unconditionally against godless communism.”31

That Magsaysay’s foreign policy so closely followed that of 
Washington was by no means coincidental. One former CIA agent 
has written that all important Philippine decisions in the foreign 
affairs field were made between Magsaysay and his CIA station con
tacts.32 When the United States wanted a conference convened to 
found the Southeast Asia Treaty Organization (SEATO), the Philip
pine government called and hosted it. During the Formosa crisis of 
1955, Magsaysay stood “squarely behind the U.S.,” and in July 1955 
Manila recognized the American-created South Vietnam.33

In 1954 a high-level U.S. committee secretly reported that 
American policy in Southeast Asia was “most effectively represented 
in the Philippines and in Thailand from which countries—outside of 
Indo-China—any expanded program of Western influence may 
best be launched.” One such program was the Freedom Company of 
the Philippines, purportedly a public service organization (with Mag
saysay as honorary president) but actually “a mechanism to permit 
the deployment of Filipino personnel in other Asian countries, for 
unconventional operations” covertly supported by the United States. 
Through this mechanism, Lansdale and the CIA were able to get 
Filipinos to help write a constitution for South Vietnam and train 
Diem’s presidential guard battalion.34

With Magsaysay in the presidency, there remained a final task 
for U.S. policy makers: to alter the 1946 U.S.-Philippine Trade 
Agreement and the 1947 Military Bases Agreement to better fit the 
changed circumstances of the 1950s. The Bell Economic Survey Mis
sion had examined the workings of the Trade Agreement and had 
noted that provisions of the Agreement “which limit Philippine sov
ereign perogatives, i.e., the ‘parity provision,’ . . . and the limitations 
on the Philippine Government in allocating quotas established for 
certain products, do not in practice provide the proper type and 
degree of protection for American interests.” Repeating the argu
ments of the Departments of State and Commerce during the origi
nal debate on the Trade Agreement in 1946, the Bell Report as
serted that “some provisions of the Trade Agreement, such as the
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absolute quotas (except in the case of sugar) and the internal tax 
preference given Philippine coconut oil, are prejudicial to the attain
ment of the objectives of United States commercial policy on a multi
lateral basis.” The provision of the Trade Agreement pegging the 
peso to the dollar was

not necessary to safeguard the interests of the United States. As a 
member of the International Monetary Fund, the Philippine Govern
ment cannot change the par value of the peso until it has consulted 
with the Fund, and for any change in excess of 10 percent of the 
present par value, unless it has concurrence of the Fund. This provi
sion for considering any proposal for a change in the par value of the 
peso by an international organization provides adequate protection for 
the interests of the United States in the stability of the Philippine 
currency.35

These provisions of the Trade Agreement, which gave no benefit to 
U.S. interests, were an affront to Philippine sovereignty and thus 
lent fuel to anti-American sentiment in the islands.

Accordingly, the Bell Report had recommended that, at the 
earliest practicable date, the United States and the Philippines sign a 
Treaty of Friendship, Commerce, and Navigation which would es
tablish reciprocal rights and a clearly defined long-term legal basis 
for commercial relations and would “serve to define the climate for 
private investment by giving definite assurance of equitable treat
ment and security for American investors.” In the Quirino-Foster 
agreement, the two parties agreed to undertake negotiations for 
such a treaty and to reexamine the provisions of the 1946 Bell Trade 
Act.36

As 1954 approached, there was added pressure for amending 
the Trade Agreement. According to the agreement’s provisions, the 
duty-free entry of Philippine products into the United States would 
come to an end on July 4, 1954, and a gradually increasing fraction 
of the full duty would be imposed. Philippine exporters, in particu
lar the sugar interests, were eager to have these tariffs reduced as 
much as possible. In mid-1953, the Philippine government, speaking 
for these exporters, sent a note to the United States proposing that 
the peso be no longer pegged to the dollar, that “parity” be made 
reciprocal, and that U.S.-Philippine trade be at full duties except for 
specified duty-free commodities, namely, all the islands’ main ex
ports—sugar, copra, coconut oil, cordage rope, embroideries, lum
ber, pineapples, cigars, and scrap and filler tobacco.37 United States 
domestic producers of these items would never agree to such terms, 
but when Magsaysay became president, with the support of the sug-
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ar bloc, Washington was eager to reward the Philippine elite for its 
loyalty to the United States.

In 1954 negotiations on a new trade agreement began, and in 
June, Manila requested that free trade be extended for eighteen 
months while the talks were going on. Legislation to this effect was 
drawn up in the American Congress, and it was endorsed by the 
Departments of State, Commerce, Treasury, and Agriculture. The 
importance of the bill, supporters said, was not economic but politi
cal, and the State Department in particular urged passage “in light 
of the present situation in the Far East.”38

The North Carolina delegation in the Congress, however, de
clared that they would block the bill unless the Philippine govern
ment removed its restrictions against American leaf tobacco. Carlos 
Romulo gave his personal assurances that the restrictions would be 
lifted, and the tobacco bloc dropped its objection. On July 7 free 
trade was extended until December 31, 1955. The National Con
gress of the Philippine Sugar Industry passed a resolution express
ing their gratitude to the U.S. president and Congress.39

The negotiations on revising the trade agreement faced some 
rough going. A Filipino participant has claimed that he secured U.S. 
agreement to elimination of the provision pegging the peso to the 
dollar only by threatening to walk out of the talks. And when the 
U.S. Congress was considering the Laurel-Langley Agreement—as 
the revised trade agreement was called after the chief negotiators for 
Manila and Washington, respectively—some Filipino leaders threat
ened to trade with China if the Congress voted it down.40 But the 
difficulties were ironed out and the agreement was signed on Sep
tember 5, 1955.

The first article of the Laurel-Langley pact altered the tariff 
schedule contained in the 1946 Trade Act. The graduated tariffs on 
U.S. exports to the Philippines were to be applied at an accelerated 
rate, and the tariffs on Philippine exports to the United States were 
to be applied at a decreased rate, although both would still reach 100 
percent of the full duties by 1974. The Filipino negotiators had 
argued that nonessential American goods had harmed the Philip
pine economy, and they had proposed free trade until 1970 for all 
Philippine products and all U.S. essentials and full duties on other 
U.S. products. The American team had rejected this proposal, but 
the final agreement still represented a significant concession to the 
Philippine elite. Philippine manufacturers were given some tariff 
protection, and Philippine exporters were provided with the bo
nanza of greater access to the high-priced U.S. market. This was not 
without some benefit to Americans, as Langley noted:
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Some of those benefits which may seem there to be primarily Philip
pine benefits, for instance, the deceleration of the tariff they pay here, 
do have an American angle, too, because three of the industries which 
will suffer most quickly as the loss of Philippine preferences here 
occurs are industries in which this country has a considerable invest
ment. The pineapple and pineapple juice industry, for example, em
ploys some 2,000 people, and is entirely an American capitalized in
dustry . . . .  Another industry which these terms help, and in which 
the capital is all American, is the so-called embroidery industry . . . .  41

Notice that Langley used the phrase “industries in which this coun
try has a considerable investment.” Of course, these were industries 
in which particular Americans had investments, not the country. But 
it has been a common official assumption that the interests of the 
few and of the country are the same. Much the same was true on the 
Philippine side. Contrary to the rhetoric, the beneficiaries of the 
added access to the American market were Philippine exporters, not 
the Philippines as a whole. For example, in 1956, after ten years of 
free trade, sugarcane workers in Negros Occidental were paid an 
average wage of 1.94 pesos—less than $1—a day, even though the 
minimum wage was 2.50 pesos. Six years later, the daily wage was 
still less than the minimum wage.42

In return for the tariff modifications, the U.S. negotiators in
sisted upon and obtained Philippine agreement to the elimination of 
the existing tax on foreign exchange sales and its replacement by a 
special import levy which would be reduced by 10 percent a year. As 
one U.S. scholar has noted,

[the] interest of the United States business community in the Philip
pines in this change should be obvious. To the extent that foreign 
exchange is allocated for remission for profits and disinvestment and 
repatriation of capital, repeal of the Special Tax on Sales of Exchange 
establishes a more favorable rate for such transactions and thereby 
increases the relative profitability of United States enterprises.

Carlos Romulo considered the new provision to be a benefit to the 
Philippines because it provided an incentive to foreign capital.43

The tie-in of the peso to the dollar in the Bell Trade Act was 
eliminated in the Laurel-Langley Agreement, as the State Depart
ment had recommended in 1946. This served to mollify nationalist 
critics somewhat, but it made little practical difference. Philippine 
currency changes still required International Monetary Fund ap
proval, and U.S. pressure was sufficient to reverse any devaluation 
opposed by the American business community.44

96



= “AMERICA’S BOY”=

Article II of the Laurel-Langley Agreement eliminated the ab
solute quotas on all Philippine exports except sugar and cordage 
and replaced them with declining tariff quotas (again as the State 
Department had urged in 1946). The absolute quotas had been of 
little economic significance, since Philippine exports of these com
modities had been far under the quotas. Only the quotas on sugar 
and cordage had actually restricted Philippine exports, and these 
were retained.45

Article III allowed each country to impose restrictions on im
ports of products that harmed domestic producers. United States 
interests favored this provision because it clearly specified—in ways 
the 1946 Bell Trade Act did not—the conditions under which and to 
what extent such restrictions could be imposed. Had there been such 
a provision in the 1946 Trade Act, observed advocates of the Laurel- 
Langley Agreement, “the Philippines would not have been free to 
adopt drastic limitations on imports of American tobacco.” Thus this 
article “is considered by the United States delegation as an important 
improvement in the agreement from the standpoint of the United 
States.”46

The provision of the 1946 Trade Act that had evoked the great
est amount of Filipino hostility was the “parity” clause. The Laurel- 
Langley Agreement undercut much of this hostility by establishing a 
meticulously formal reciprocity of parity rights. The reciprocity, of 
course, was only a legal construct; Filipinos were hardly likely to in
vest in the United States with the same vigor that American nationals 
invested in the Philippines. Nevertheless, the Magsaysay administra
tion played up the reciprocity as a great triumph for nationalism; and 
U.S. Senator Herbert Lehman declared that the fears of American 
exploitation expressed back in 1946 (though “never realized”) would 
finally be laid to rest by the Laurel-Langley Agreement’s “formal 
equality and reciprocity.” In fact, however, the substantive change in 
“parity” was not its being made reciprocal but its extension to cover all 
business activity—not just the development of natural resources and 
public utilities. Langley explained that what constituted business dis
crimination had been vague under the old agreement and that the 
only recourse had been to void the whole agreement. In the new pact, 
on the other hand, U.S. business was given explicit protection in all 
fields of activity. Americans in Manila had pushed strongly for this 
revision.47

The Laurel-Langley Agreement had the approval of the U.S. 
Departments of State, Treasury, Defense, Agriculture, Commerce, 
Labor, and Interior. In the Senate, Herbert Lehman remarked that, 
although he gathered the pact was “not without commercial advan-
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tage for us,” the main reason to back it was that it was a means of 
paying back the Philippines for supporting the United States in 
World War II, in Korea, and elsewhere. John McCormack explained 
in the House that he favored the bill because he wanted to help 
Magsaysay, who was “the first man in Asia to defeat communism.” 
Others offered similar arguments.48

In sum, the Laurel-Langley Agreement was partly a means of 
furthering U.S. economic interests, partly a way of appeasing Philip
pine nationalism without substantive change, and partly a concession 
to the Philippine elite in the form of tariff modifications in recogni
tion of their commitment to the American cause.

By the early 1970s, according to Department of Commerce fig
ures, U.S. investment in the Philippines had a book value of $700 
million; the market value was estimated to be on the order of $2 
billion. During the thirteen years from 1957 to 1969, Department of 
Commerce data give the average annual rate of return on U.S. 
equity in the Philippines as 11.8 percent before U.S. taxes. Taking a 
high estimate of U.S. taxes as 10 percent of earnings yields an after
tax profit rate of 10.6 percent, compared to an overall return on 
U.S. investment for this period of 7.2 percent.49 Other studies give 
higher figures for profits in the Philippines,50 and there is evidence 
that profit rates are understated due to transfer-pricing and the 
exclusion of royalty payments.51 From another perspective, one-third 
of the Philippine industrial sector was owned by foreigners in 1970, 
and of this one-third, Americans held about 80 percent.52

Starting under the Magsaysay administration and continuing 
through the mid-1960s, the 1947 Military Bases Agreement was also 
revised. Despite all the revisions, however, the essence of the agree
ment remained the same; only, the form was changed to pacify Phil
ippine nationalism. The essence of the bases agreement was to pro
vide the United States with bases from which its “strong policy in 
Asia” might be pursued, and this central function has never been 
altered. From these bases Dien Bien Phu was sent supplies, arms 
were airlifted to rebels in Indonesia, and forces were deployed in the 
Quemoy-Matsu area.03 In 1962 a Defense Department official called 
the Philippine bases the “cornerstones of any U.S. staging of military 
operations to the west or southwest.” In 1964 the bases were con
sidered “of great strategic importance because of their geographical 
position relative to the Chinese mainland and their potential use as 
U.S.-SEATO staging areas for operations in southeast Asia.” In 1966 
Assistant Secretary of State William P. Bundy stated that the bases 
“today fulfill a vital role in the logistic support of the free world’s
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effort in Vietnam.” A year later, Defense Secretary Robert McNa
mara testified, “as the Vietnam conflict progresses, we have relied 
increasingly on U.S. bases and facilities in the Philippines.”54 The 
Philippine bases have provided the principal logistical support for 
the U.S. Air Force in Indochina and the chief supply and repair 
depot for the Seventh Fleet. The Philippines also has served as the 
major hub for military communications for the Air Force and Navy 
in the western Pacific, with, for example, an undersea cable to Viet
nam. And, according to at least one source, the United States has 
stocked nuclear weapons in the Philippines.55

The alleged function of the bases as a means for defending the 
Philippines has rarely been taken seriously by U.S. officials. In 1959 
the Pacific naval commander testified that he could not “visualize the 
Philippines being attacked in any situation short of a general war 
situation. The Philippines are pretty far removed from the threat. 
The threat in the Philippines today is subversion.” A decade later, 
another admiral asserted that the principal external threat to the 
Philippines was China but that it was currently a “very small” threat. 
A year later, it was said that that Philippines was “not threatened by 
conventional, external attack.” And in 1972 there was “no identifi
able conventional force that is likely or capable of invading the 
Philippines.”56

Many of the provisions of the Military Bases Agreement were, 
however, not necessary to the central mission of the bases. The 
United States had tremendous tracts of territory—including a city— 
on a ninety-nine year lease. Clark Air Field was so large that when a 
U.S. ambassador wanted to attend air exercises there, he flew to the 
main base and then transshipped to a DC-3 and continued flying for 
fifteen minutes within the base. That all this land was not needed for 
the primary mission of the bases was indicated by the fact that, 
unknown to air force authorities, some 50,000 squatters had moved 
onto the base area. “I think we over-did that vastly in requirements,” 
confided General George Marshall. And the criminal jurisdiction 
arrangements were highly unfavorable to the Philippines. For ex
ample, between 1947 and June 1969 thirty-five Filipinos were killed 
on U.S. bases, and none of the alleged killers was tried in a Philip
pine court.57

It was precisely these kinds of issues—size of the bases and juris
diction—that most inflamed vocal Philippine nationalists. Therefore, 
starting in 1956 the United States took steps to modify the bases 
agreement so as to mute nationalist objections. In 1956 Magsaysay 
and U.S. Vice-President Richard Nixon issued a joint statement de
claring that Washington always acknowledged and now reaffirmed
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full Philippine sovereignty over the bases. This was felt to be neces
sary because a few years earlier the U.S. attorney general had asserted 
precisely the opposite. Carlos Romulo called this statement “the most 
effective refutation of all the Communist prattle that the United 
States has mercenary motives or aggressive designs,” but he also re
vealed that it took twenty-nine conferences and twenty-five drafts 
before the United States consented to the statement.58

Among the future refinements, in 1959 some base areas and the 
city of Olongapo were returned to the Philippines. The United 
States also agreed to consult with the Philippine government before 
using the bases for combat operations, but this did not give the 
Philippines a veto over base operations, and logistic or staging activi
ties were not included within the meaning of the term “combat op
erations.” Moreover, U.S. naval forces operating directly from the 
Philippines were not considered covered by this agreement either. 
The prior consultation provision, a U.S. official testified in 1969, 
“has not degraded the effectiveness of military operations with re
spect to Vietnam.”59

In 1965 the United States revised the criminal jurisdiction pro
visions of the bases agreement to conform to the NATO status-of- 
forces pattern. This revision was so long in coming because of the 
view in Congress that the NATO arrangement was “thoroughly un- 
American” and that jurisdictional disputes might best be resolved by 
sending in U.S. destroyers. And in 1966 the ninety-nine year lease 
on the bases was reduced to forty-four years.60

Other adjustments to the bases agreement turned over un
needed base lands to the Philippine government (sometimes in re
turn for alternative base areas), provided access to base territory to 
Filipinos wishing to develop natural resources so long as they did not 
interfere with the military use of the bases, and established stan
dards to govern the conditions of employment for the Filipinos 
working on the bases.61

None of the revisions in the bases agreement detracted from the 
primary mission of the U.S. bases. In September 1972, after sixteen 
years of amendments and adjustments, a U.S. Senate Foreign Rela
tions Committee staff report could state that “U.S. authorities note 
that nowhere in the world are we able to use our military bases with 
less restrictions than we do in the Philippines.”62

In the mid-1950s, U.S. policymakers looked upon the Philip
pines as a real American success story. True, the pace of reforms 
under the Magsaysay administration had slowed compared to 1950— 
1953,63 but what mattered to Washington was that the Huks had
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been defeated, economic collapse averted, a staunch American ally 
placed in the presidency, and U.S. economic and strategic interests 
maintained while nationalist sentiment was placated. On their own 
terms, U.S. officials could compliment themselves on a job well 
done, at least for the time being.



=  CH A PTER  F I V E =

The Instruments o f 
N eocolonialism

The crisis of the early 1950s was over, but the underlying problems 
of Philippine society remained. The unequal distribution of wealth 
and power had not been fundamentally modified by U.S. policies; in 
fact, it was precisely the massive U.S. intervention that had allowed 
the status quo to survive. So while the return of stability by 1954 
permitted Washington to reduce its previously high level of activity 
in the Philippines, the mechanisms of neocolonial control could not 
be dispensed with. Covert activities and military and economic aid 
programs were continued, often with growing sophistication, through
out the 1950s and 1960s.

Covert Activities

In 1954 the National Security Council secretly called for the intensi
fication of “covert and psychological actions to strengthen the orien
tation” of, among other Southeast Asian countries, the Philippines 
“toward the free world.”1 Most of the details on covert U.S. activities 
in the Philippines remain classified, and much has never even been 
committed to writing. A few pieces of evidence, however, should 
indicate the scope of such activities.

In 1954 the head of the CIA in Manila and the American am
bassador discussed the possibility of assassinating Magsaysay’s politi
cal rival, Claro M. Recto. Ultimately this option was rejected on 
pragmatic grounds, and the vial of poison that was to have been
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used was tossed into Manila Bay.2 When Recto ran for the presi
dency in 1957 on a third-party ticket, the CIA distributed defective 
condoms bearing his name. In the 1959 elections, CIA money 
flowed to favored candidates, and an agency operative played a key 
backstage role in determining the electoral alignments. Asked wheth
er the CIA stayed out of the 1961 Philippine elections, Ambassador 
William E. Stevenson replied, “I would be surprised because they’ve 
got to do something with all that money and that staff, and what else 
have they got to do.”3

There was no lack of other things to do, however. The CIA 
subsidized the Foreign Correspondents’ Club in Manila, had an 
agency employee as the manager of the Manila Press Club, and had 
an investment in the Manila Times.* A “counter-subversion, counter
guerrilla and psychological warfare school” called the Security Train
ing Center was set up on the outskirts of Manila. Publicly operated by 
the Philippine government, it was covertly sponsored by the CIA.3 
And numerous projects in the sensitive area of “rural development” 
have been used by the agency for intelligence-gathering purposes and 
for establishing contacts with strategically placed Filipinos. CIA funds 
were channeled to NAMFREL’s community centers, the Philippine 
Rural Reconstruction Movement (PRRM), and a rural redevelopment 
project called COMPADRE through conduits such as the Catherwood 
Foundation and through the Committee for a Free Asia (CFA), later 
renamed the Asia Foundation. Ostensibly a private organization, the 
CFA was set up and at least partially funded by the CIA. CIA opera
tive Gabriel Kaplan was instrumental in the setting up of the NAM- 
FREL centers and directed the COMPADRE project.6

A few other CIA activities in the Philippines will be discussed 
below, but again it should be kept in mind that what is known is 
likely to be just a small part of the total picture.

Military Advisers

The U.S. military advisers of JUSMAG, who had played such an 
important part in helping the Armed Forces of the Philippines 
(AFP) defeat the Huks in the early 1950s, continued to provide 
counsel to the AFP. In 1954 an incident revealed that JUSMAG 
influence was so pervasive that it gQt to approve the reading material 
that could be distributed to Philippine troops. In 1959 the AFP chief 
of staff stated that since 1955 the Philippines had not been consulted 
in the programming of military aid from the United States. Ironi
cally, the Philippine president in 1959, Carlos Garcia, had been the
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lone senator who had opposed U.S. military advisers back in 1946. 
“What I am afraid of,” he had warned, “is the possibility of our army 
becoming a simple appendage to that of the United States since the 
authority that they will exercise as assistants, advisers and technical 
men might turn out to be a way of getting control over even the 
internal organization and function of the Philippine Army.”7

During the next Philippine administration—that of Diosdado 
Macapagal—a U.S. military official testified that the JUSMAG chief 
“has been able to exercise considerable influence.” In 1963 the AFP 
chief of staff and the head of JUSMAG signed a “Memorandum of 
Understanding” that specified the organizational structure and mis
sion of units of the AFP. A few years later, a Philippine congres
sional committee charged that JUSMAG officers had issued orders 
“directly to subordinate commanders of the AFP.” United States 
officials denied the charge before an American congressional com
mittee, but their testimony left something to be desired. Roland 
Paul, the committee counsel, asked the U.S. deputy chief of mission 
in Manila, James M. Wilson, Jr., if he knew of any instances of direct 
JUSMAG orders to the AFP. Wilson replied that he knew of none, 
but in the printed committee hearings his response is followed by a 
security deletion.8

One of the major areas of JUSMAG advice to the AFP was “civic 
action.” This was the term employed for the using of military troops 
on public works projects. The doctrine of civic action was born in the 
anti-Huk campaigns of the early 1950s and refined by U.S. policy
makers on the basis of worldwide experiences. As the JUSMAG chief 
in the mid-1950s explained, civic action allowed the Philippine gov
ernment to maintain troops in newly pacified areas when demobiliz
ing them was considered too dangerous due to the possibility of a 
resurgence of Huk activity. The mission of the civic action units, said 
the JUSMAG head, was similar to that of the U.S. Army units sta
tioned at various posts throughout “Indian territory” during the op
ening of the American frontier. Another JUSMAG officer cited four 
functions of civic action: (1) it uses underutilized military forces in a 
socially productive way, (2) it improves relations between the military 
and the population, (3) it provides security to the population, and (4) 
it opens up sources of information to the military on Huk activity. 
Other U.S. officials considered civic action to be a valuable counterin
surgency measure because it provided a subtle means of placing 
troops in a strategic location. In an area where insurgency threatened, 
a battalion could be sent in and could devote at least part of its time to 
useful labor; it could secure needed intelligence and discourage po
tential insurgents without antagonizing the uncommitted.9
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During the administration of President John Kennedy, civic 
action became an important component of Washington’s foreign 
military assistance programs. Secretary of Defense Robert McNa
mara explained, “We supply the training, the project assistance and 
direction and formulation, and certainly the equipment.” Beginning 
in 1962-1963, U.S. military advisers in the Philippines “started to 
give more direction and encouragement on civic action.” A U.S. civic 
action team spent three months in early 1963 doing training in Cen
tral Luzon. In 1966 JUSMAG proposed, and the Philippine Army 
accepted, that a U.S. civic action training team come from Okinawa 
to conduct joint exercises with Philippine troops. Six such exercises 
were held in the Central Luzon plains between July 1966 and Febru
ary 1969, and, in the year and a half beginning July 1971, seven civic 
action exercises were conducted.10 Such exercises, of course, allowed 
U.S. as well as Philippine troops to be strategically placed for intelli
gence and counterinsurgency purposes.

= T H E  UNITED STATUES AND THE PHILIPPINES=

Military Training

One form of military aid has been especially valued by U.S. officials: 
the training of foreign military personnel. There was a direct mili
tary purpose to such training—providing Washington’s allies with 
improved military capabilities, including skills even in such areas as 
chemical and biological warfare.11 But, as the secretary of the Army 
confided in 1959, the benefits of the training program “transcend 
the military field.” Secretary of Defense McNamara testified:

These students are hand-picked by their own countries to become 
instructors when they return home. They are the coming leaders of 
their countries, the men that will have the know-how and impart it to 
their own forces. I need not dwell upon the value of having in posi
tions of leadership men who have first-hand knowledge of how 
Americans do things and know how they think. It is beyond price to us 
to make friends of such men.

Three years later, McNamara stated:

I have said before, and I think it bears repeating, that in all probability 
the greatest return on any portion of our military assistance invest
ment—dollar for dollar—comes from the training of selected officers 
and key specialists in U.S. schools and installations. These students are 
hand-picked and screened by U.S. military personnel; they are the 
coming leaders of their nations. It is of inestimable value to the United 
States to have the friendship of such men.12
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Military training was undertaken on a vast scale. At the end of 
fiscal 1963, foreign military personnel numbering 180,000 had been 
trained in the United States and another 54,000 at U.S. installations 
such as Fort Gulick in the Canal Zone and Clark Air Base in the 
Philippines. Additional thousands received training in their own 
countries from U.S. teams and technical representatives. Boasted 
General Maxwell D. Taylor, head of the Joint Chiefs of Staff:

As a result of the proliferation of this training and the wide dispersal 
of graduates who have received training in our schools, it is impossible 
to travel without being buttonholed by enthusiastic alumni. I never get 
off an airplane in a distant country without being saluted by one or 
more officers proudly wearing the badge of Fort Leavenworth, of Fort 
Sill, of Fort Benning, or of one of our other military institutions.13

General Lucius D. Clay, head of the President’s Committee to 
Strengthen the Security of the Free World, testified in 1963 that, 
where there are U.S. military training programs, “we have found 
that the army officers remained oriented to the West and opposed to 
other influences moving in . . .  .” Unfortunately, Clay went on, ef
forts to prevent outside influences from moving in have at times led 
to military takeovers. Although he did not like to see this occur, “I 
think perhaps in some instances where this has happened there was 
no other choice. . . .”14

This brings up a second meaning of McNamara’s comment that 
the foreign military officers are “the coming leaders of their na
tions.” They were not going to be just lecturers at military acade
mies, or even just influential in the armed forces; rather, they would 
be playing an increased role in running their societies. “If whether 
we like it or not,” said John F. Kennedy when he was still a senator, 
“the military groups are going to play a more dominant role [in 
Southeast Asia], training these people becomes terribly important.” 
A secret memorandum on “Training Under the Mutual Security 
Program” advised, “One must reckon with the possibility—indeed 
probability—that the Officer Corps, as a unit, may accede to the 
reins of government as the only alternative to domestic chaos and 
leftist takeover.” And a study prepared for the Senate Foreign Rela
tions Committee recommended: “In view of the growing role of the 
military in public life, the United States should help wherever possi
ble the officer corps of southeast Asian countries to acquire the 
administrative and managerial skills necessary in the new task that 
they are assuming as the guarantors of their country’s stability.” The 
U.S. military training program was designed to prepare foreign mili-
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tary officers for this new role. As one Pentagon official testified, 
“what these people get in the United States in the more senior ranks, 
while it is military training, it does give them a feel for Government 
operations.”15

The military training program was a key part of U.S. military 
aid to the Philippines. Though the Philippines was formally a de
mocracy, as far back as 1947 Washington foresaw the long-range 
possibility of a military coup to check the left.16

In 1957 the CIA’s Edward Lansdale confided that most Philip
pine general staff officers and many of the unit commanders had 
been trained in the United States (some before 1946). Between 1950 
and 1971, Philippine military personnel numbering 13,588 received 
training from the United States, including 8,729 within the conti
nental United States. One hundred and fifty-three senior officers 
attended U.S. command and general staff schools. This is all in 
addition to those officers trained at the Security Training Center 
mentioned above and at the National Defense College, a kind of 
graduate school for generals founded in 1965 with the assistance of 
the Asia Foundation.17

The Purposes and Extent of Military Aid

The primary purpose of U.S. military aid to the Philippines through
out the 1950s and 1960s was to assist the Manila government in 
maintaining internal security.18 As the head of JUSMAG testified in 
1969,

When you have to conduct an active counterinsurgency military op
eration you have to have armored personnel carriers. We provide 
them with 15. We have given them four UH-1H helicopters. . . . When 
you look at the items we have given them, we are not giving them 
anything which cannot be used primarily for the counterinsurgency 
problems.

Even some of the aircraft given to the Philippines served this coun
terinsurgency objective. “When something occurs in Mindanao or in 
the south where there is a problem in land resettlement,” explained 
a Pentagon official, the Philippine »government “has very little capa
bility to airlift anybody down there” without U.S.-provided planes.

We are trying to give them a few transport aircraft so they can carry 
their security forces along those 4,000 miles of archipelago and those
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islands. We are trying to improve their mobility and provide light 
weapons.

We are not trying to provide the Philippines with a force that 
could be used elsewhere or a force that expects an invasion from some 
outside conventional power. Our concern in the Philippines is the 
security of our bases and the security of the people of the Philippines 
against insurgencies.19

Another objective of military aid to the Philippines, in the view 
of U.S. policymakers, was to allow the Philippine Armed Forces to 
send troops to other Asian countries. This goal, however, was always 
made secondary to internal security, and units were to be considered 
for external use only when the internal treat was minimal. Thus, 
while PHILCAG, a Philippine civic action unit, was in Vietnam, the 
Philippines had a combat battalion team that was earmarked as a 
SEATO contribution yet was deployed in Central Luzon.20

Military aid also has had a political function. The most dramatic 
example was the military aid package that was used to pay off Philip
pine president Ferdinand Marcos for sending the token civic action 
group to Vietnam,21 but there are more basic applications. “As a 
general rule,” noted the CIA in 1959, “the flow of improved military 
equipment helps to assure the loyalty of the armed forces to the 
regime which secures such equipment.” This is especially likely to be 
true in a country like the Philippines where, to a considerable extent, 
the armed forces serve as a means of enriching the officer corps. For 
example, in 1960 the AFP had more than four times as many of
ficers (commissioned and noncommissioned) as privates. The CIA 
also noted that to the extent that military aid helps keep regimes in 
power, it does so not so much because of its directly military uses but 
“as one of several manifestations of broad U.S. economic and politi
cal support for the recipient government.” Thus, the Pentagon re
ported in 1971 that military aid to the Philippines “is also important 
in demonstrating the firmness of the U.S. support to the Philip
pines.”22 Notice is thereby served to all potential dissidents that the 
United States is committed to defending the existing government 
and that the United States will take the necessary measures to defeat 
any insurgency.

Total U.S. military aid to the Philippines—equipment and train
ing—has been officially put at $631.7 million between fiscal years 
1946 and 1971 inclusive. But there have been numerous other catego
ries of military aid not accounted for in this figure. Military equip
ment and supplies in excess of the requirements of the United States 
were given other nations without being charged to the military assis-
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tance program. The excess defense articles given to the Philippines 
from fiscal 1946 to 1972 had an initial acquisition cost of $72.6 million 
and a legal cost at the time of transfer of one-third this amount. Such 
nonappropriated aid contributed to a General Accounting Office 
(GAO) finding that the “magnitude of U.S. military assistance to for
eign countries is not readily apparent to anyone, including the appro
priate committees of the Congress.” The GAO also noted that, until 
1969, JUSMAG had given the interest earned on U.S.-owned local 
currency to finance Philippine military construction, though legally it 
should have reverted to the U.S. Treasury.23

The GAO further found that “U.S. assistance to the Philippines 
has been augmented by the use of regular U.S. military personnel 
and equipment.” During 1969 and 1970 five U.S. military teams 
were detailed to assist the Philippine Armed Forces in training, sup
ply, maintenance, and equipment operation at an estimated cost of 
over $300,000. More significantly, though uncited by the GAO, U.S. 
officials at Clark Air Base made a number of contributions to Philip
pine counterinsurgency operations between December 1967 and 
September 1969. This included weapons, ammunition, equipment, 
aerial reconnaisance, and a helicopter with an American crew and 
air-to-ground communications.24

The official figures on U.S. military aid to the Philippines, then, 
seriously understate the actual levels of military assistance. In addi
tion, however, under the heading of economic aid there is a great 
deal that is in fact military in nature.

The General Purpose of Economic Aid

A number of objectives have been served by the U.S. economic aid 
programs. It is significant, however, that the role of humanitarian 
considerations has been quite small. Washington’s priorities were 
well revealed in a closed-session hearing with Secretary of State 
Dean Acheson in May 1950. Acheson and Senators Millard Tydings 
and Theodore Francis Green agreed that should starvation break 
out in mainland China the United States should give a little food 
aid—not enough to alleviate the starvation, but enough for a psy
chological warfare advantage.25

There is much other evidence of the relative unimportance of 
humanitarian concern as a motive for economic aid. Secretary of 
State John Foster Dulles publicly stated in 1955, with Senator J. 
William Fulbright concurring:
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I would not want to say that there are not a few aspects of what we do 
abroad which are purely humanitarian.

There are provisions, as you know, for the relief in the case of 
floods, disasters, and so forth, where the American people assist out of 
their generosity to meet needs. But that is not the main purpose of the 
mutual security program [the name of the U.S. foreign aid program in 
the 1950s].

A high-level committee appointed to study the operation of the for
eign aid program in 1957 took as part of its ‘‘first general assump
tion” that “aid is extended to foreign countries in support of a na
tional policy, first, to halt the spread of communism, and second to 
bolster the internal strength [of U.S. allies].” A senior economist for 
the Rand Corporation, an Air Force funded “think tank,” wrote in 
1960 that “humanitarian objectives are not, nor do they appear 
likely to be, prominent among the continuing objectives of U.S. for
eign aid.” And in 1962 a senator remarked that foreign aid “should 
be used as a weapon. Any time a dollar is not spent as a weapon 
which produces direct results in the support of our position in the 
free world we are wasting it.”26

Public Safely Program

The Public Safety Program has been funded by the U.S. economic 
aid agencies—first, the International Cooperation Administration 
and then its successor, the Agency for International Development 
(AID)—but its purpose has clearly been counterinsurgency. It was 
designed to provide U.S. training and assistance to the local police 
forces of countries friendly to the United States. AID explained in 
1964:

The police constitute the first line of defense against subversion and 
terrorism. . . . Moreover, the police are a most sensitive point of con
tact between government and people, close to the focal points of 
unrest, and more acceptable than the army as keepers of order over 
long periods of time. The police are frequently better trained and 
equipped than the military to deal with minor forms of violence, con
spiracy, and subversion.

The public safety programs, AID continued, “place us in a close 
professional relationship with over a million police throughout the 
world.” At the 1968 graduation ceremonies of AID’s International
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Police Academy—a training center for foreign police officers in Wash
ington, D.C.—General Maxwell Taylor told those assembled that the 
lesson of Vietnam was that the United States had been too late in 
recognizing the extent of the insurgent threat. “We have learned the 
need for a strong police force and a strong police intelligence organ
ization to assist in identifying early the symptoms of an incipient 
subversive situation.”27

AID officials have asserted that the public safety programs are 
intended to enable police to maintain internal security “with a mini
mum use of physical force” and by “encouraging the development of 
responsible and humane police administration.” This is a highly mis
leading formulation. The U.S. goal has been to defeat insurgency. 
Where this goal has been best served by “humane” police techniques, 
such techniques have been preferred. For example, in the post- 
Trujillo Dominican Republic police were taught “nonlethal riot con
trol” so that when “Communist-instigated” riots were quelled “no 
martyrs were created” and “the Communists had nothing to exploit.” 
On the other hand, when the U.S. goal has been best served by terror 
tactics, these have been favored. South Vietnam is the most extreme 
instance of U.S.-sponsored terror, but hardly the only case. With 
respect to Indonesia, for example, the State Department’s Roger Hils- 
man has written: “We helped equip and train Mobile Police Brigades 
(Mobrigs), whom the Communist rioters came to fear.”28

The public safety program in the Philippines began in fiscal 
1957 with U.S. assistance to the National Bureau of Investigation 
(NBI), an agency which was “patterned after” the U.S. FBI “in or
ganization, functions and objectives.” Under U.S. guidance, the NBI 
provincial offices were reorganized, radio networks established, and 
the crime laboratory improved. In addition, a “limited training pro
gram was activated to serve local police in selected areas of the 
country.”29

In 1966 AID undertook a “Survey of Philippine Law Enforce
ment” under the direction of Frank Walton. Walton was an ideal 
choice for the job, having been chief public safety adviser in South 
Vietnam. Later, Walton would deny any knowledge of “tiger cages” 
in Vietnam; in fact, he asserted that Con Son Prison was more “like a 
Boy Scout Recreational Camp.” However, in 1963 he had signed a 
report stating:

In Con Son II, some of the hardcore communists keep preaching the 
“party” line, so these “Reds” are sent to the Tiger Cages in Con Son I 
where they are isolated from all others for months at a time. This 
confinement may also include rice without salt and water—the United
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States prisons’ equivalent of bread and water. It may include immobili
zation—the prisoner is bolted to the floor, handcuffed to a bar or rod, 
or legirons with the chain through an eyebolt, or around a bar or rod.30

AID has refused to declassify the report of the survey team. Its 
declassification, wrote an AID official, “would be prejudicial to the 
foreign policy interests of the United States.”31 There is, however, an 
unclassified summary version of the report upon which the follow
ing remarks are based.

The report observed that peace and order in the Philippines 
was “deteriorating at a serious rate.” Crime and lawlessness, the 
report acknowledged, were attributable to deep-rooted social prob
lems, but, nevertheless, only 2 of the 408 recommendations in the 
report dealt with correcting these problems. The remaining 406 
urged the upgrading, consolidation, and centralization of the activi
ties of the various law enforcement agencies of the Philippine 
government.32

In particular, the report stated that the number of Philippine 
government law enforcement officers programmed for training by 
the United States should “be substantially increased,” including 
training at the International Police Academy in Washington, D.C. 
One recommendation suggested utilizing the Security Training 
Center for local police. As indicated above, this center was covertly 
CIA-sponsored.33

Those law enforcement officers already trained by the United 
States, said the report, should be utilized “to the maximum” in train
ing other officers. Previously, some Philippine Constabulary person
nel had received training under the Military Assistance Program. The 
report noted that there was too much emphasis on purely military 
material: the course work on counterinsurgency and psychological 
warfare “better qualifies” the trainees to “perform their peace-and- 
order mission,” while the infantry officer course should not continue 
to be taught.34

Over the next few years, with the close advice of AID’S Public 
Safety Division, the police forces of the Philippines were substan
tially revamped. A high-level Philippine Police Commission was es
tablished to oversee the reorganization. Named as one of the three 
police commissioners was a former director of the NBI who had 
been forced to resign amid charges that Filipino officials were 
passing secrets to the CIA. In mid-1967, a centralized riot-control 
and internal security force, METROCOM, was set up in Manila. 
METROCOM troopers were given training in crowd control tech
niques by U.S. instructors. In 1970 and 1971 METROCOM got the
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opportunity to show what it had learned. Massive demonstrations 
were held at the U.S. Embassy, the presidential palace, and other 
targets; more than a dozen demonstrators were killed by police gun
fire, and countless others were brutally beaten. A classic photograph 
of Manila riot police, one swinging a huge club at students lying on 
the ground, ran in the American press—although the Washington 
Post's front-page caption read “Filipino riot police stand over two 
student demonstrators. . . .”35

In 1969 the public safety program in the Philippines was re
named the Internal Security Project, and U.S. funding increased 
sharply. For fiscal years 1970-1972, the Philippines was the third 
largest recipient of public safety funds in the world, surpassed only 
by South Vietnam and Thailand.36 In 1970 AID helped establish a 
police communications network. By 1971, U.S. advisers and the Phil
ippine Police Commission had set up eight regional police training 
centers, and some 17,500 policemen were trained at them in “crowd 
control procedures” and other specialized courses. Instructors for 
these programs were trained at the International Police Academy in 
Washington, D.C., and at other overseas locations. In 1974 it was 
revealed that theses done by the “students” at the International Po
lice Academy included such passages as: “During interrogations the 
judicious use of official severity or the use of threat and force to 
some extent. . . when other techniques have failed . . .  is a practical 
necessity.”37

= T H E  UNITED STATES AND THE PHILIPPINES=

Food for Peace

One aid program that seemingly has a substantial humanitarian 
component is Food for Peace (Public Law 480). In fact, however, the 
attitude of the U.S. government was well expressed by a National 
Security Council representative who said, “To give food aid to coun
tries just because people are starving is a pretty weak reason.”38 Food 
for Peace director George McGovern explained the realpolitik aims 
of the program:

[P.L. 480] helps the United States find constructive outlets for our 
surplus food production; it reduces our storage costs; it stimulates our 
shipping industry and our ports; it. bolsters farm income; it develops 
future dollar markets overseas; it raises the purchasing power of other 
countries; and it strengthens U.S. foreign policy objectives.

These goals are not totally compatible. A Washington Post reporter 
noted that the State Department has pressed for massive shipments
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of food aid to Indochina in furtherance of foreign policy objectives, 
while the Department of Agriculture has urged that priority be 
given to Indonesia and South Korea as the most promising of poten
tial future markets for U.S. agricultural products. Significantly, how
ever, “in this debate, pleas for a bigger share for some 90 other poor 
countries that received little or no food aid have gone mainly 
unheeded.”39

The specific provisions of P.L. 480 have undergone a number 
of revisions and relabelings. Following, however, are the essential 
features of the law. One section provides for the United States to sell 
surplus agricultural products to allied foreign nations, who pay for 
them in their local currencies. The sales proceeds, called “counter
part funds,” are deposited in the local central bank as the property 
of the United States. Between 1954, when P.L. 480 began, and 1969 
more than $ 11 billion was deposited worldwide. These funds then 
have two general uses: American uses and country uses. The former 
contribute toward the expenses of the some thirty-five United States 
agencies operating abroad, thus preventing a deterioration of the 
U.S. balance of payments position (though at the expense of the 
foreign country’s balance of payments position). In addition, as part 
of the American uses, funds are spent on developing agricultural 
export markets. Between 1954 and 1969, counterpart funds amount
ing to $116 million have been spent on this purpose.

Country uses of counterpart funds fall into three categories. 
First, low-interest “Cooley” loans are made to American and other 
corporations operating overseas. Second, funds are granted or 
loaned to foreign governments for A ID-approved economic devel
opment projects. And third, the funds are used for grants for the 
common defense—that is, military aid—which since 1964 explicitly 
includes internal security. This military aid does not usually appear 
in figures on U.S. military assistance, and Congress does not author
ize the particular allocations. From fiscal 1955 to 1970, over $1.5 
billion in local currency has been granted for the “common de
fense,” and $693 million in the fiscal years 1965-1970.40

Another section of P.L. 480 provides government-to-govern- 
ment aid for famine and other urgent relief assistance. Most of these 
grants, however, have gone to “countries that have suffered unnat
ural disasters,” as one critic has observed. Thus, in fiscal 1970 the 
three largest recipients of this disaster aid were Brazil, South Viet
nam, and South Korea. Another provision of P.L. 480 grants com
modities to U.S. voluntary agencies for their overseas programs.

These last two sections are generally considered to be the hu
manitarian side of P.L. 480. However, from 1954 to 1969 less than
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one-fifth of P.L. 480 shipments have been made under these two 
sections. And in 1967, one of the main voluntary agencies distribut
ing Food for Peace commodities, Catholic Relief Services, was found 
to be providing surplus foodstuffs as pay to the South Vietnamese 
army.41

Another section of the Food for Peace program provides for the 
barter exchange of surplus U.S. commodities for strategic materials. 
This has become relatively unimportant since 1962. And a final provi
sion of P.L. 480 establishes long-term food supply contracts in return 
for dollars or fully convertible local currencies. From 1954 to 1969 a 
total of $3.3 billion was spent on these two sections of P.L. 480.42

Under all the sections of the Food for Peace law, the U.S. govern
ment has purchased surplus commodities from American farmers. 
During the 1950s, P.L. 480 was primarily an instrument of domestic 
policy, a means of disposing of the overproduction of American 
farms relative to the dollar demand. From 1954 to 1959, 25 percent 
of total U.S. agricultural exports were shipped under P.L. 480, and 
another 8 percent under other aid programs. This is not to say that 
foreign policy objectives were ignored. As Hubert Humphrey, a spon
sor of P.L. 480, remarked in 1957,

I have heard . . . that people may become dependent on us for 
food.. . .  To me that was good news, because before people can do 
anything they have got to eat. And if you are looking for a way to get 
people to lean on you and to be dependent on you, in terms of their 
cooperation with you, it seems to me that food dependence would be 
terrific. . . .

Nevertheless, in 1959 an influential official complained privately 
that P.L. 480 was based on domestic considerations “regardless of 
embarrassment to our international relations.”43 But, starting with 
the Kennedy administration, the emphasis shifted to foreign policy 
objectives. In 1974 a congressional staff report estimated that 45 
percent of U.S. food aid was used for security purposes.44

Food for Peace shipments to the Philippines have totaled $228.7 
million since the program’s inception. The amount of $32.5 million 
was paid for in pesos and planned for country use. Of this, $5.4 
million was expended on Cooley low-interest loans to American and 
Filipino corporations, and $9.4 mijlion on the “common defense.” 
The latter outlays included costs for naval and air bases, Philippine 
Constabulary facilities, and a communications system for the Philip
pine Armed Forces.45

Another $83.6 million in P.L. 480 shipments was paid for with
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dollars on credit. And just as peace was not the only goal of Food for 
Peace, so not all the commodities distributed were food. In 1970, for 
example, half the P.L. 480 sales to the Philippines went for cotton 
and half for tobacco—and this at a time when over 50 percent of the 
Philippine population under ten years of age was estimated to be 
malnourished, and, according to a Food for Peace official, 6 to 7 
percent of children under four were “probably seriously retarded” 
due to malnutrition.46

The U.S. tobacco industry, it should be noted, has always taken 
a special interest in the health of Filipinos. When the Philippine 
government was considering placing a tariff on American tobacco, a 
Virginia senator wrote to Secretary of State Dulles that, since the 
cigarette industry was imperiled by the fact that “the rapid increase 
in lung cancer has cast a cloud upon cigarette smoking as a possible 
contributing, if not a major, factor in that dread disease,” the State 
Department should try to prevent tariffs that would hurt the U.S. 
tobacco industry.47

Land Reform

One major area of American foreign aid to the Philippines was that 
of land reform. Washington’s definition of the term “land reform” 
has always been extremely opportunistic. According to U.S. officials, 
“an adjustment of landholdings . . . may or may not have a part in a 
particular land-reform program.” Land reform “does not always, or 
even usually, mean . . .  a distribution of land. It often means just a 
better relationship” between the tenant and the landlord.48 When the 
rural population of a country has been relatively passive and revolu
tion has not been a serious threat, American agrarian reform assis
tance has taken the form of improving agricultural productivity. On 
the other hand, when rural conditions have been volatile and revolu
tion a real possibility, the United States has pushed for programs of 
mild land redistribution.

By and large, U.S. efforts have been of the first sort. For ex
ample, in AID’s proposed budget for fiscal 1968, $800 million was 
allocated to assist foreign agriculture, of which only $1.6 million—or 
one-fifth of 1 percent—was to go toward land reform. And most of 
the aid to agriculture did not go to benefit the poor peasants in ways 
other than land redistribution. One study showed that from 1962 to 
1970, 52 percent of U.S. assistance to agriculture in Latin America 
benefited primarily the larger commercial farms, 19 percent bene
fited the poorer farmers, and 29 percent benefited both.49
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In those cases where U.S. assistance has gone specifically to land 
redistribution, U.S. policy has been circumscribed by two considera
tions. First, the fundamental wealth and power of the elite which is 
allied with U.S. interests are not to be abridged. And second, the 
capitalist nature of the agricultural sector of a country must be pre
served and remain tied into the world capitalist economy. So, for 
example, land might be redistributed, but the landlords would re
ceive compensation and the peasants would have to pay for their 
plots of land over many years. Such an arrangement would maintain 
the relative positions of rich and poor and increase the commitment 
to private property and free enterprise among the rural population.

It is not being suggested that landlords welcomed land reform 
(though, as will be seen, there are times when they did). Many land
lords possessed a feudal set of attitudes, attitudes contrary to the 
more capitalist presuppositions of American-sponsored land reform. 
Thus, for landlords to receive compensation for their land in high- 
interest bonds would require shifting to savings a portion of what 
had previously been spent on conspicuous consumption. Or for 
landlords to get stock certificates in industrial enterprises in ex
change for their land might be more profitable but would be less 
prestigious in feudal terms.50

So, generally, U.S. pressure has been necessary for capitalist 
land reform, and the amount of pressure that the United States has 
been willing to exert has been a function of the threat of revolution 
on the one hand and the threat of alienating the elite on the other.

In Chapter Three, mention was made of the recommendations 
and subsequent ousting of Robert Hardie, the U.S. land reform 
adviser in the Philippines in the early 1950s. His recall from Manila 
came at a time when the Huk insurgency had been substantially 
defeated. To U.S. officials, land reform as a means of undercutting 
agrarian revolt was no longer necessary. Accordingly, the next 
American land reform adviser, John L. Cooper, had a much more 
callous attitude toward peasant unrest. He prepared a report assert
ing that minor reforms would keep rural discontent at manageable 
levels, so that thoroughgoing reform was unnecessary. Finding that 
unrest occurred only in provinces with tenancy rates of over 50 
percent, he suggested that efforts should be confined to reducing all 
provincial tenancy rates to below 50 percent.51

On the basis of Cooper’s report, the U.S. Embassy in Manila 
submitted recommendations to Washington which Secretary of State 
Dulles approved in May 1954. Cultivated land was to be redistrib
uted only in areas where the situation was critical or where landlords 
violated the law. Otherwise, reforms were to be limited to adminis-
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trative actions designed to expand the number of owner-operated 
farms and measures for improving tenant-landlord relations.52

United States advisers then helped the Magsaysay administra
tion draft a land reform program. Magsaysay made no appeal to the 
peasantry to help get the necessary legislation passed, and the land
lords in Congress emasculated the program.53 The land reform bill 
that emerged provided for extremely high compensation to land
lords, with the burden of the program falling almost entirely on the 
“beneficiary”—that is, the tenant farmer. Landlords could retain 
300 hectares of contiguous land and as much as they wanted in 
noncontiguous land, unless a court ruled that “justified agrarian 
unrest” prevailed. The compensation was to be in certificates pay
able on demand, the equivalent of cash. It is not surprising that 
some landlords not only consented to sell their land but initiated the 
offers themselves because of the exceedingly high prices.04

Magsaysay signed the legislation amid great fanfare, but by 
1958 the Land Tenure Administration had acquired only about 2 
percent of the 2.4 million hectares of land it classified as “concen
trated holdings,” and less than half of these had been distributed to 
peasants. And the various cooperative institutions and the resettle
ment agency established as part of the land reform collapsed amidst 
corruption and mismanagement. By 1960 the tenancy rate in the 
country had increased from 37.3 percent in 1948 to 39.9 percent.55

With the Huk insurgency at a low ebb, Washington saw no need 
for pushing for further land reform. The director of the American 
foreign aid program announced in Manila that the United States 
would put no additional pressure on the Philippine government to 
bring about fundamental agrarian reform. An outgoing land tenure 
adviser suggested that, since landlord resistance blocked any redistri
bution of land, “a middle-of-the-road compromise” ought to be 
pursued, aiming at getting farmers to a 70-30 crop-sharing ratio or 
to leasehold tenancy (i.e., paying fixed rents for land).56 In short, 
land reform of even the weakest sort was no longer on the agenda.

United States involvement with Philippine land reform was re
newed in 1963 with the passage by the Philippine government of the 
Agricultural Land Reform Code. The code solemnly declared that 
share tenancy was “contrary to public policy and shall be abolished.” 
To no one’s surprise, however, this declaration did not suddenly end 
tenancy. Indeed, it could not do so since it explicitly excluded from 
its jurisdiction tenants on lands planted to sugar, coconut, and most 
other crops aside from rice and corn. Moreover, the code explicitly 
exempted plots of less than 75 hectares. The effect of these exclu
sions was to restrict land reform—even if everything went perfect-
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ly—to considerably less than one-sixth of the country’s tenant 
farmers.57

The 1963 Land Reform Code had a number of objectives. One 
was to undercut rural insurrection. “I do not want a civil war to rend 
our dreams apart,” wrote a Philippine land reform official. “We can 
keep our wealth and our heads if we realize the responsibility which 
wealth engenders. . . .”58 Second, the code aimed to increase agricul
tural productivity. Philippine agriculture had among the lowest yields 
per acre of any in the world, and, as a 1962 World Bank report noted, 
this has been largely attributable to the land tenure system. In the 
words of one scholar, the 1963 legislation “bears the unmistakable 
imprint of a group of young economists and intellectuals who were 
primarily concerned with the failure of existing agricultural develop
ment programs to generate sufficiently rapid gains in agricultural 
productivity to match the rapid population growth rate. . . .” Thus, 
for example, the code provides that a landlord may require a lessee (a 
tenant paying a fixed rental) to adopt proven farm techniques. The 
lessee’s failure to comply is grounds for being dispossessed.59

A third objective, explicitly stated in the code, was to “divert 
landlord capital in agricultural to industrial development.” This was 
to be done not by dispossessing the landed gentry (“a myth,” “abso
lutely untrue” says the Philippine land reform official) but by com
pensating landlords for their land in part with industrial assets. The 
compensation for a piece of land was to be established by a land 
reform court on the basis of the full market value, thus making the 
Philippine land reform program one of the few in the world to set 
the compensation so high. This sum was then to be paid 10 percent 
in cash and 90 percent in 6-percent twenty-five-year bonds, totally 
tax free, or a maximum of 30 percent in 6-percent preferred shares 
issued by the Land Bank. The shares would be immune from infla
tion, because their value would rise with the expansion of the Land 
Bank’s operations. The bonds were to be negotiable at their face 
value as payment for (1) real property purchases from the govern
ment, (2) shares purchased in government-owned or controlled cor
porations, (3) reparations goods received from Japan, or (4) public 
lands suitable for large-scale farm operations, provided the land is 
put under “plantation management” rather than tenancy. To help 
landlords choose the most profitable investment opportunities, the 
Land Reform Code provided for a group of economic consultants to 
assist them, and AID gave $150,000 to the Philippine government 
for this purpose.60

Tenants were required to pay the purchase price (full market 
value) plus 6 percent for administration expenses, amortizable for a
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period of up to twenty-five years. But the law contained a number of 
loopholes that made it unlikely that a tenant would ever receive land. 
Owners of rice lands increasingly turned to mechanized farming and 
the use of hired labor as a way to avoid land reform. Many large 
landlords divided their holding into 75-hectare parcels—which were 
not subject to land reform—and distributed them to family members. 
Other landowners shifted from rice culture to sugarcane. In the first 
four years of the code, two thousand cases of alleged illegal eviction 
were filed with the Court of Agrarian Relations. In no case was a 
landlord convicted of or even prosecuted for unlawful eviction.61

Even more significant was the fact that the landlord-dominated 
Philippine government had no interest in following through on the 
land reform. By 1970, seven years after the code had passed, only 
6,600 deeds of sale had been issued to tenant farmers—that is, con
siderably less than 1 percent of the nation’s tenant farmers. When 
Marcos became president in 1966 he announced that 350,000 ten
ants would be converted into lessees by the end of 1969. Less than 
10 percent of this goal was reached. A study conducted for AID in 
1970 concluded that effective land reform had “yet to come” and 
that there had been “little basic change in the power relations of 
society.”62

Actually, somewhat before 1970 AID had concluded that Philip
pine officials were not serious about land reform. During Marcos’s 
first term of office (1966-1969) the Philippine land reform program 
had shifted to what AID called “political objectives,” that is, further
ing the election and patronage opportunities of Marcos. AID disasso
ciated itself from the program and channeled its aid to Philippine 
agriculture into productivity projects.63

The Green Revolution

If the United States was unwilling to push for fundamental social 
change, agrarian unrest could still be forestalled by increasing pro
ductivity. By spreading “miracle” high-yield strains of rice and wheat 
throughout Asia, Washington hoped that agricultural output could 
be expanded and the well-being of the rural poor improved. The 
Green Revolution would hold back Red revolutions.

Unfortunately for U.S. officials, however, there are no such 
simple shortcuts. Instead of undercutting the need for social change, 
the Green Revolution worldwide has exacerbated inequalities, mak
ing change both more urgent and more difficult. High-yielding 
seeds require for their successful utilization credit, fertilizer, pesti-
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cides, and irrigation—inputs disproportionately available to wealthy 
farmers. Moreover, the miracle strains make farm mechanization 
more profitable, resulting in the eviction of human labor.64

The experience of the Green Revolution followed this general 
pattern. Miracle rice was initially introduced into areas of Central 
Luzon, and the first noticeable effects

were rising land values, increased insecurity of tenants and share
croppers and, finally, a wave of evictions, since “ . . .  the high returns 
from the miracle rice create an incentive for the landlord to ease out 
his tenants and operate the farm himself with the help of hired 
workers.” A survey of the Mayantoc [Tarlac] municipality between 
1965 and 1967 revealed that the number of tenant farmers had de
creased by 6 percent.65

And between May 1968 and May 1969 agricultural employment in 
the Philippines declined considerably.66

Instead of complementing land reform, the Green Revolution 
in the Philippines slowed down the already snail-paced progress to
ward converting tenant farmers into fixed rental lessees or into land- 
owners. This was because the introduction of the high-yielding seed 
varieties increased the price of land, making tenants less able to 
afford alternative tenure arrangements and landlords less willing to 
accept them.67

The spread of miracle rice required massive inputs of fertilizer, 
pesticides, credit, and education or extension services, and officials 
of AID and the Manila government took the view that “all possible 
encouragement should be given to private enterprises” in supplying 
these needs. The AID chief in the Philippines testified in 1966:

In all our efforts, we have worked closely with private enterprise. Our 
[miracle-rice] demonstrations have been in cooperation with fertilizer 
and pesticide industries and dealers.

We have worked with and provided financial assistance to private 
seed producers in the Philippines, and we have encouraged participat
ing farmers and agencies to depend upon private industry rather than 
government entities to provide—and distribute—the seeds, chemicals, 
and machinery.

There are three fairly large fertilizer companies and one small one 
in the Philippines; there are several companies, notably Union Carbide, 
producing a broad range of modern sophisticated pesticides.. . .

The Esso Co. has just completed a $30 million chemical fertilizer 
plant which is now producing at full capacity. Equally important, this 
company has established a distribution network throughout the entire 
archipelago with storage depots at strategic locations.. . .
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Our technicians work closely with these firms in the production of 
instructions, exhibits, and the carrying out of experiments.68

The supplying of rural credit was also primarily left to private 
sources. Credit is a vital need for the Green Revolution since the cash 
costs of production increase tenfold over those for traditional seed 
varieties. Repeated attempts to set up government credit systems all 
ended in failure, and so the United States backed the establishment of 
a system of private rural banks. However, despite the fact that the 
rural banks received financial support and training assistance from 
both the Philippine and the American governments, their lending 
policies have not served the needs of the small farmer, as indicated by 
the fact that four-fifths of their loans were protected by real estate 
collateral. The only source of small farmer credit in the Philippines 
between 1966 and 1971 was the Agricultural Credit Administration, 
which provided only 1 percent of total agricultural production credit 
and one-half of 1 percent of agricultural marketing credit, thus forc
ing small farmers to resort to the village moneylender.69

President Marcos of the Philippines was an enthusiastic advocate 
of miracle rice. The propaganda victory of making the Philippines 
self-sufficient in rice would be a great boon to his reelection, and it 
did not involve any sacrifice on the part of his landlord friends. 
Accordingly, Marcos undertook the rapid introduction of high- 
yielding rice seeds, and from 1966 to 1969 miracle rice was planted 
on 30 percent of total Philippine rice lands.70

There is, however, a grave danger in using a single seed strain 
on large contiguous areas; plant disease may cause a crop failure of 
catastrophic proportions. (This is precisely what happened in Ire
land in the nineteenth century with the potato.) The traditional rice 
strains were numerous and interspersed, thus providing built-in pro
tection against such an occurrence.71

The dangers of widespread single-strain planting were well pub
licized at the beginning of the Green Revolution, but Marcos was 
quite willing to risk the public well-being for his own political ag
grandizement. He got his propaganda victory in 1970 when, for the 
first year in recent times, the Philippines exported rice. But the next 
year a virus struck: production dropped and rice prices skyrocketed.72

Rural Development

Mention has already been made of the CIA role in various rural 
development projects in the Philippines, but the covert component
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was only one aspect of these projects, for they had as a central goal 
finding ways to improve the welfare of the rural population without 
the need for thoroughgoing reform.

The Philippine Rural Reconstruction Movement (PRRM) was a 
major effort in this regard. Headed by Y. C. James Yen, a veteran of 
similar projects in pre-Communist China and Taiwan, PRRM was 
established in 1952 with the backing of many prominent Americans 
and Filipinos. In addition to the CIA, funding sources included 
CARE Inc. and numerous Philippine and U.S. corporations.73

PRRM borrowed much of its rhetoric from the Communist 
movement (“Go to the people/Live among them/Learn from them/ 
Serve them,” self-criticism sessions, etc.), but in fact it was a deeply 
conservative organization. Since its goal was to improve the condi
tion of the peasant masses without any serious social change, its 
program emphasized supplemental means of adding to farmer in
come, such as improved rice culture, second-cropping, home-lot 
gardening, and poultry- and swine-raising. PRRM had a response to 
the charge that such measures are meaningless without substantial 
social reform: “PRRM has found that it is not necessary to wait idly 
until basic agrarian reforms are carried out by government. Farmers 
can be shown that new methods can bring them better yields and 
better incomes. . . . ”74 This is a revealing answer, for it indicates that 
PRRM assumed that there were but two options: waiting idly for the 
government or improving productivity. That social change can come 
about other than by a benevolent government bestowing favors 
upon a passive population did not occur to PRRM.

Consider the PRRM motto of living among the people. PRRM’s 
Rural Reconstruction Workers (RRWs) were instructed to live as 
paying boarders with an “influential and respected” family whose 
“economic and social status” was “at least equal to the average” in the 
village. The house had to have a toilet, bathroom, or safe drinking 
water, or the RRW was to offer to pay part of the cost of installing 
these facilities. Some of the villages where PRRM worked were lo
cated within haciendas. In these cases, the RRWs stayed at the house 
of the overseer. Interviewed RRWs admitted that they were happy 
to work in the hacienda barrios because they could stay in better 
quarters. These RRWs were fearful that discussions of the real 
causes of poverty or finding fault with the landlords would be con
strued as too revolutionary an approach. Instead, they joined the 
overseer in privately blaming the peasants themselves for their pov
erty. This is especially ironic, given that the barrio residents are 
generally landless laborers for whom the PRRM self-help programs
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of second-cropping and home-lot gardens offered no opportunity 
for improvement.75

On hacienda barrios, the owners themselves have approached 
PRRM to send in RRWs. In other cases, the sending of RRWs to 
barrios has been sponsored by rich individuals or companies, such as 
Shell Oil. This has become very much a worldwide pattern: as the 
fears of confiscation, nationalization, and communism seized Ameri
can business leaders in the early 1960s, corporations began setting 
up all sorts of community-development projects overseas. The big
gest such venture was a $1 million operation funded by steel and oil 
companies in Venezuela.76 There, as in the Philippines, the aim was 
to improve rural living standards without changing the structure of 
rural society.

On one hacienda barrio in the Philippines, PRRM organized a 
credit union, but the overseer and the PRRM team captain were the 
dominant figures in it. No wonder one study found that PRRM “in 
the course of its thirteen years of existence, was able to achieve only 
very limited success in the sphere of cooperative activity by the bar
rio people.” Another study reported that after twenty years PRRM 
had organized forty-eight credit unions in the province of Nueva 
Ecija, but only ten remained active, and only two or three were truly 
viable. In another barrio, “in spite of about two years of PRRM 
involvement. . . the interest of the barrio people in self-government 
seemed to be marginal.”77

In late 1954 the U.S. government decided to take a direct role 
in rural development projects. Between 1956 and 1965 the United 
States provided about 42 million pesos in counterpart funds and 2 
million in dollar costs. In addition, nine U.S. rural development 
advisers and six consultants were detailed to the Philippines during 
this period.78

Two major projects resulted from the U.S. assistance. A group 
of Presidential Assistants in Community Development (PACD) was 
set up; this was essentially an official version of PRRM, with people 
sent into the barrios to organize self-help activities. Like PRRM, 
none of these activities threatened to alter the power structure of the 
countryside. In Mindoro Occidental, for example, the self-help ac
tivities were chemical control of pests and diseases, canal dredging 
for irrigation, hog raising, swine vaccination, road repair, and others 
of a similar nature. To Washington, the utilization of local volunteer 
labor on such things as the construction of roads made the U.S. 
foreign aid dollar go further. The rural poor, however, were not 
nearly as enthused. Those who were unemployed part of the time
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were disinclined to offer their labor for activities likely to bring 
relatively greater benefit to landowners in the form of unearned 
increment on the value of their land. Those without idle time were 
unable to participate in activities in the absence of payment, for they 
lived from hand to mouth.79

The second project resulting from U.S. assistance was the draft
ing of various laws giving power to decentralized barrio (village) 
units. Before 1955, barrio councils were appointed by the municipal 
government; the councils were completely powerless, with a few nom
inal duties. The Huks had derived considerable popular support 
from the fact that they established organs of self-rule in the barrios, 
and U.S. and Philippine officials decided that it was important to 
counter this appeal. In 1955, 1959, and 1963, laws were passed 
giving power to elective councils on the barrio level, including the 
right to levy certain taxes. Nevertheless, the powers of the barrio 
councils were still so circumscribed that all they could really do was 
undertake projects similar to those of PRRM and PACD.80

The barrio’s exercise of the right to eminent domain had to be 
approved by the municipal government; ordinances had to be con
sistent with municipal ordinances; the secretary of finance was able 
to suspend, pending appeal, any barrio tax ordinances that he felt to 
be unjust, excessive, oppressive, or confiscatory. In any case, the 
taxing powers of the barrio could not exceed one-half of a similar 
tax already levied by the municipal government; it could only be 
raised from store licenses, billboards, cockfights, and a tax on real 
property at a maximum of one-fourth of one percent of assessed 
valuation. In 1962 a survey found that only 3 percent of the barrios 
had imposed this one-fourth of one percent tax.

The barrio laws also provided that 10 percent of all taxes on 
real property collected in the . barrio should accrue to the barrio 
government regardless of the level of government at which the 
money was raised. In fact, however, barrios often had to beg the 
municipal governments for the release of these funds. In 1962 only 
half the municipalities had distributed the 10 percent to all the bar
rios in their jurisdiction. In any event, the tax on real property has 
been extremely low, and the owners of the property often live out
side the barrio.81

Because the barrio councils did not have the power to institute 
land reform or other substantive soçial change, they have not been 
the focus of local political struggles. According to one study, those 
with higher education—hence, presumably, the rich—“seem to at
tach importance only to municipal, provincial, and national political 
positions.” The parochial nature of barrio politics was revealed by
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one study of two barrio councils, which found them composed of 
“men and women interested in barrio work. They were all engaged 
in canvassing for the candidates for the municipal beauty contest.” 
As the report of an AID-sponsored conference concluded, one 
must distinguish between the form and the substance of participa
tion. Where most critical issues are national—such as land reform 
or allocation of national resources—small amounts of local partici
pation may not be meaningful and, in fact, may actually divert 
popular pressures into low priority areas. In the Philippines, the 
report observed, the community development program has pro
vided barrios many linkages into the power structure and “has 
likely prevented a greater distance being created between the rul
ing classes and the bulk of the population,” but still “it has not been 
able to bring about a shift of national resources into the lagging 
agricultural sector, exert much influence on the major question of 
land reform, or to check the growing inequality in distribution of 
income.”82

In 1966 the U.S. Congress added a provision known as Title IX 
to its Foreign Assistance Act. Title IX called upon AID to place 
emphasis on “assuring maximum participation in the task of eco
nomic development on the part of the people of the developing 
countries, through the encouragement of democratic private and 
local governmental institutions.” The timing here is important. In 
1966 much of the liberal community in the United States was becom
ing disenchanted with American foreign policy because of the war in 
Vietnam. Title IX was an attempt to restore liberal backing to Wash
ington’s overseas programs. This can be seen from the rhetoric used 
in describing Title IX: “The people of the less developed nations 
should participate more than they do in the decisions that affect 
their lives.” It can also be seen from the recommendation of the 
AID-sponsored conference on Title IX opposing the transfer of 
Title IX programs to international agencies:

Such a transfer might also be damaging to the U.S. image abroad, for 
it would put the humanitarian programs into the hands of others, 
leaving the U.S. with the R ealpo litik  programs that cannot be placed in 
multilateral agencies. The aid program in general would then risk the 
loss of the liberal constituency that is essential to sustaining the spirit 
of its personnel and its public support.83

But the U.S. concern with increasing popular participation went 
only as far as the rhetoric and the image-building; anything more 
has come into conflict with the fundamental goals of enhancing
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American strategic and economic interests around the world. Thus, 
in countries where the United States has bases or other facilities, the 
AID-sponsored conference stated, the “interest of reliable access will 
usually be served by the persistence in power of the regime which 
originally granted these rights in the first place.” If leaders both in 
and out of power support the U.S. bases, then Washington can en
courage sociopolitical change. But if there are groups on the thresh
old of power “which are ideologically or for other reasons opposed 
to our continued presence, normally the United States should not 
encourage change.”84

As part of Title IX, AID views part of its mission as encouraging 
foreign governments to pay increased attention to the “private sec
tor.” This concern for capitalist development may conflict with 
popular participation, but no matter: “Increased inequality of in
come is often a necessary concomitant of development. . . and 
therefore desirable. To prevent it would inhibit development. The 
short-run Title IX interest should not, perhaps, be weighed as equal 
to the longer-run growth interest.” United States foreign investors 
have a role to play in Title IX, according to the AID-sponsored 
conference. They should seek “ways whereby employees can be 
brought to feel they have a significant stake in the enterprise” (em
phasis added) and they should devote some of their attention to 
solving community problems. One way to increase popular participa
tion, of course, might be to have local employees play a role in the 
management of U.S. corporations abroad. But Tide IX’s aim is the 
opposite: to be helpful in preserving U.S. investments and raw mate
rials by reducing the chances of a political explosion against an oli
garchic regime. And “the threat of nationalization will mean we 
cannot push very hard on behalf of Title IX objectives the regime 
itself does not want.”85

The AID-sponsored conference suggested a number of other 
Title IX-type activities: civic action by the Department of Defense, 
and AID funding for some of the projects covertly supported by the 
CIA prior to the disclosures of the mid-1960s.86

Though these latter two programs were pursued, in general 
Title IX was ignored. Two years after the provision was passed, it 
had not “influenced the actions of AID in major ways. . . . ” A year 
later, a member of Congress remarked that “the only things we have 
gotten from Title IX so far are conferences.” And a year after that, 
the head of AID acknowledged that his agency was having trouble 
getting off the ground with Title IX.87 This should not be surprising, 
given that when taken seriously the goal of increasing popular par
ticipation has been contrary to U.S. interests.
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The Peace Corps

The Peace Corps was established in 1961 under the administration 
of John Kennedy. It was a program whereby young American vol
unteers could be sent to lend technical assistance to the less- 
developed nations.

Kennedy explained to the Peace Corps headquarters staff that 
the United States is viewed in many key parts of the world as a 
militaristic power. This, said Kennedy, has adverse effects, particu
larly on foreign intellectuals, students, and others who have dispro
portionate influence in their countries. “The Peace Corps, it seems 
to me, gives us an opportunity to emphasize a very different part of 
our American character. . . . ”

There were other ways to dispel the image of being militaristic, 
such as by cutting back military programs and operations. Kennedy 
did not do this; instead he presided over what White House adviser 
Theodore Sorensen termed the “buildup of the most powerful mili
tary force in human history—the largest and swiftest buildup in this 
country’s peacetime history.” By means of the Peace Corps, Kennedy 
and his successors in the White House have attempted to give the 
United States a peaceful image while pursuing warlike policies. 
From 1962 to 1972, about 1 percent of U.S. foreign economic and 
military aid was spent on the Peace Corps—a rather small price to 
pay for such an effective cosmetic.88

The Peace Corps began by recruiting idealistic young people to 
serve as volunteers. Not all idealists, however, were considered suit
able. “These people,” testified Peace Corps Director R. Sargent 
Shriver, “have had more screening before they go abroad then any 
comparable group the United States has ever sent overseas.” With 
the help of psychologists and psychiatrists, “there has been practi
cally nobody that you would call a beatnik in the Peace Corps 
abroad.” A prospective volunteer who had criticized the House Un- 
American Activities Committee was dismissed during the training 
period, and, in general, “there is no place in the Peace Corps for 
beatniks, kooks, draft dodgers or their ilk.” According to the act 
establishing the Peace Corps, only one subject was specifically re
quired for the training of volunteers: “instruction in the philosophy, 
strategy, tactics, and menace of communism.”89

Despite the screening and training, however, by the mid-1960s 
Peace Corps volunteers were becoming increasingly disillusioned 
with U.S. foreign policy and their role in it. Many came to view their 
work as sugarcoating for brutal international policies. A volunteer in 
the Philippines wrote a letter to the Manila Times wondering whether
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the Peace Corps was a political gimmick to make Lyndon Johnson 
appear peaceful. In 1967 a volunteer was fired for publicly opposing 
the Vietnam War, and other volunteers received warnings. In early 
1968 the staff of the official Peace Corps publication in the Philip
pines resigned in protest against what they claimed were U.S. Em
bassy orders to suppress an interview they did with a nationalist

.  CM)economist.
The Peace Corps soon became less interested in recruiting ideal

ists, and the idealists less interested in joining the Peace Corps. A 
Peace Corps ad in 1967 read:

So you’ll get to be President of U.S. Copper two years later. What’s 
your hurry? You know everything you want to do will still be here to 
do in a couple of years. The only thing you don’t know is what a 
couple of years in the Peace Corps will do for you. Maybe it’ll help you 
get to be President of U.S. Copper faster. . . .

And a Peace Corps recruiter complained that he could not recruit 
blacks from city colleges because they were too radical. “One fellow 
offered to join the Peace Corps to form a revolutionary committee to 
drive the whites out of South Africa. Well, we couldn’t have that.”91 

In 1970 the Peace Corps director sent a memorandum to seven
teen Republican representatives. It was recalled within a few hours 
and reissued with two deletions. The deleted sections stated that the 
Peace Corps was going to try to alter the fact that most volunteers 
had strongly liberal views and that it was “well on the way toward 
eliminating public protests and changing the type of Volunteers who 
go overseas.” Both versions of the document stated that the Peace 
Corps was attempting to better- utilize “background investigations to 
weed out undesirable applicants.”92

One not unintended consequence of the Peace Corps was that 
former volunteers provided a pool upon which the U.S. government 
could draw in staffing its various overseas agencies. “I can think of 
no more significant recruiting ground than the Peace Corps,” Ken
nedy told a group of trainees, “for our future Foreign Service Of
ficers, for those who represent our information services and aid 
agencies abroad.” And Kennedy’s hope was realized when AID 
found it was able to fill its personnel requirements for rural develop
ment projects in Vietnam in large measure from former Peace 
Corps volunteers.93

The projects the Peace Corps undertook overseas varied from 
country to country: public health, teaching, technical training, etc. 
The Philippines, from the very inception, had one of the largest
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Peace Corps contingents in the world. The initial project in that 
country—approved by the U.S. State Department and by the Philip
pine government—was to provide teachers’ aides to assist in the 
teaching of English. The rationale for the project has been stated as 
follows:

The Peace Corps project is of considerable importance to the Philip
pines because in the Islands English is the only language of instruction 
in science, technology, commerce, and culture. In recent years, En
glish has been corrupted by the influence of a variety of local dialects 
to the point where it is becoming incomprehensible to the outsider. It 
is hoped that the Peace Corps project will be the first step toward 
reversing this trend.94

Repairing the “corrupted” English of Filipinos was not a wholly 
selfless undertaking. United States businesspeople had an obvious 
interest in having Filipinos speak English, as did U.S. officials, given 
that in 1957 there was not a single American Foreign Service Officer 
who had even some proficiency in Tagalog or Visayan—the major 
Philippine dialects.95 But even for those Peace Corps volunteers 
genuinely motivated by idealism and altruism—and there were 
many—their role has been to provide a public relations cover for 
U.S. foreign policy.

Safeguarding U.S. Investment

The Investment Guarantee Program provided U.S. government in
surance to American corporations investing overseas when commer
cial insurers were unwilling to give coverage. Two purposes are 
served by the investment guarantees. First, a subsidy is provided to 
U.S. business; this can be assumed to be true since if it were expected 
that such insurance would be profitable then private insurance firms 
would have offered the same coverage. The second purpose of the 
investment guarantees is to make capital available for the develop
ment needs of foreign nations. Note that if the second objective were 
the only one, there would be other ways of accomplishing it. For 
example, American corporations could be taxed to raise funds for 
grants to needy countries; such grants could be used where they 
would be most useful rather than where profits could be maximized, 
and there would be no “repatriated earnings” to detract from the 
productive value of the capital.

At first, U.S. business interests were wary of investment guaran
tees, for with government programs comes the specter of govern-
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ment interference. But by the 1960s business had moved squarely 
behind the guarantee programs.96

A variety of risks have been covered by investment guarantees: 
(1) losses due to civil strife related to war, revolution, or insurrec
tion—which are generally exempted from the coverage of commer
cial insurers; (2) losses due to restrictions placed on the convertibility 
of foreign currencies; and (3) losses due to expropriation by a for
eign government. Notice that all these guarantees give the U.S. gov
ernment—never sympathetic to insurrection—a direct financial 
stake in preventing such things from happening.

One additional type of risk that U.S. investment guarantees 
cover (up to 75 percent) is the “extended” or business risk. As an 
AID official testified, “if the business failed through, for example, 
failure of the market for its products to develop, we would pay” up 
to 75 percent of the loss to the investment. This covers essentially all 
losses except those due to “fraud or misconduct for which the inves
tor is responsible or from normally insurable risks such as fire and 
theft.”97

The whole notion of investment guarantees confused one sena
tor: “The basis of capitalism, as I understand it, is risk capital. If you 
get a guarantee against risks, it is hard for me to understand that 
you could call it ‘private’ enterprise. . . .  I am not critical, but want to 
be informed.” An AID official replied that this was indeed a di
lemma and that “we will always be, as it were, whiplashed between 
fiasco and windfall.”98

United States corporations evidently felt that the investment 
guarantee programs leaned toward the windfall. In 1968 the gov
ernment covered about one-third of total direct American overseas 
investment. And by and large it was not the small company that took 
advantage of the guarantees. Four-fifths of the insurance issued 
went to either the 500 largest corporations or the 50 largest banks in 
the United States.99

The United States provided guarantees only for investments 
made in countries which signed agreements with Washington. In 
1952 the Philippines concluded convertibility and expropriation 
agreements with the United States, making it the first non-European 
nation to sign the former and the fourth nation worldwide to adhere 
to the latter. By the end of fiscal 1969, the U.S. government had 
issued $432 million worth of coverage against expropriation, restric
tions on convertibility, and war, revolution, and insurrection in the 
Philippines to firms including Caltex, Castle & Cooke, General Elec
tric, General Telephone and Electronics, B. F. Goodrich, Kimberly 
Clark, Phelps Dodge, Westinghouse, and subsidiaries of Brown
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Brothers Harriman, Chemical Bank of New York, Chase Manhattan 
Bank, and Morgan Guaranty Trust.100

Investment guarantees have been only one way in which the in
terests of U.S. corporations have been safeguarded. Aid has also often 
been used as direct leverage to prevent expropriations or unwanted 
fiscal or economic policies on the part of a foreign government. In 
1959 and 1963 Congress passed the “Hickenlooper Amendment,” 
instructing the president to suspend aid to any country nationalizing 
U.S. investments without adequate compensation or repudiating con
tracts with U.S. citizens. In 1972 Richard Nixon announced that it was 
the policy of his administration to extend no new economic assistance 
to countries expropriating U.S. property without compensation.101 
Aid leverage has been used not just for expropriations. In one par
ticularly striking instance, Lyndon Johnson cut off Food for Peace 
funds for India in 1965 until it, inter alia, provided easier terms for 
foreign private investment in fertilizer plants.102

Another instrument of aid leverage has been the sugar quota. 
Countries that held quota rights into the U.S. sugar market received a 
windfall in the usually substantial difference between the U.S.- 
protected price and the world price. For example, Philippine sugar 
producers in the period 1951 to 1969 received an estimated $1 billion 
premium by virtue of their sugar quota. Congress’ method for allocat
ing these quotas was explained by Senator Thruston Morton of the 
Finance Committee: “We went through the matter country by coun
try. If we liked the country we voted yea; if we did not like the country 
we voted nay.” In the early 1960s a provision was added to the legisla
tion allocating sugar quotas to give the U.S. president the power to 
suspend or cut the quotas of nations expropriating U.S. property 
without compensation. But far lesser actions of foreign nations have 
also provoked threats of a quota cut. In 1969 the Philippines decided 
to purchase some new sugar mills in Japan. Despite the fact that U.S. 
construction companies had the contracts to erect the mills, the U.S. 
AID head in Manila was “boiling mad,” and one member of Congress 
reminded his colleagues that the United States gives the Philippines a 
$67.5 million benefit annually by the sugar quota, and he expressed 
the hope that Philippine ingratitude would be remembered when 
future quotas were to be allocated.103

Labor Unions

The United States has provided financial assistance, training, and 
advisers for Philippine labor unions. This may seem a curious un-
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dertaking for a government committed to defending the interests of 
its corporations overseas. In fact, however, imperial powers have 
had a long history of aiding trade unions in the Philippines—for 
their own imperial purposes.104

In the post—World War II period, U.S. programs dealing with 
Philippine labor were of two kinds. One involved assisting in the 
drafting of labor legislation on a national level, the other consisted 
of educational programs aimed at union leaders and members.

Until 1953, labor relations in the Philippines were governed by 
compulsory arbitration rather than collective bargaining. Under this 
system, the secretary of labor had the arbitrary authority to decide 
which unions were legitimate. Quirino’s labor secretary, Jose Fig- 
ueras, who had been the vice-military governor of Manila during the 
Japanese occupation, used this power with a vengeance. In fiscal 
1952 he suspended 391 unions on the grounds—generally false— 
that they were subversive. He set up a national company union, 
NACTU, subordinate to himself, whose conventions included both 
employers and labor leaders, with the latter often being labor 
con tractors.105

There was nearly universal opposition to this state of affairs. 
American firms were wary of compulsory arbitration because they 
had to face Filipino unions in courts presided over by Filipino 
judges. American executives felt these judges to be too generous to 
their compatriots, a situation likely to get worse as nationalism in
creased. American employers were much more willing to engage in 
collective bargaining, confident that they had more power at their 
disposal than the unions. Most Filipino employers faced weak unions 
and were not opposed to bargaining. On the labor union side, the 
strong unions thought they could do better with bargaining, and all 
unions (especially the suspended ones) were anxious to eliminate the 
discretionary power of the secretary of labor.106

Accordingly, U.S. advisers wrote a draft of a new labor law 
which in 1953 became Republic Act No. 875, the so-called Magna 
Carta of Labor. The act established a framework for collective 
bargaining. Unions still had to be registered by the secretary of 
labor, but the secretary’s opinion could be appealed. Unions with 
Communist officials were prohibited, although the law did not 
prevent company-dominated unions from becoming registered. 
Thus, there were collective bargaining contracts with sections like 
the following:

All employees shall devote themselves diligently and faithfully to 
their assigned tasks. Management abhors laziness.
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All employees shall perform their duties in a competent manner. 
Management resents malfeasance.

All employees must carry out the instructions of supervisors. 
Management detests disobedience.107

Employers proved to be right in their feeling that they would 
fare well under collective bargaining. Wages rose more slowly in 
Manila in the two and a half years after the 1953 act than in the two 
and a half years before. In 1962 the Philippine ambassador to the 
United States told an American audience that members of the Fili
pino labor force

have, the 8-hour labor law notwithstanding, stood by their lathes and 
sat at their desks, to render overtime work and thus earn a few more 
pesos to add to their take-home pay, many a time at the risk of their 
lives and physical well-being. True, there are still vestiges of indolence 
among a few of our people, the vice against which our national hero, 
Dr. Jose Rizal wrote; but, by and large, we have an adequate, able, and 
cooperative labor force . . . .

By 1972, real wage rates of skilled laborers in industrial establish
ments in Manila and suburbs were 27 percent lower than in 1953; 
unskilled workers suffered a decline of 11 percent over the same 
period. The U.S. Department of Commerce was able to assure 
American investors that, despite high inflation, “labor costs in the 
Philippines continue to be moderate to low.”108 Clearly the “Magna 
Carta of Labor” did not revolutionize the position of labor in Philip
pine society.

The second component of the American labor program in the 
Philippines was “educating” trade union leaders and members. In 
1954 a Labor Education Center was established with U.S. financial 
assistance and U.S. advisers. In 1958 the Philippine government 
absorbed the budget of the center, and the United States gave 
another grant, so that union personnel from other Asian countries 
might also receive training at the center, then renamed the Asian 
Labor Education Center. Between fiscal 1958 and 1970 the U.S. 
government gave about $930,000 to the center.109

Of the many nobly stated objectives of the center, the only ones 
taken seriously were the goals of industrial harmony and greater 
productivity. Trainees were shown films with titles like “Carelessness 
Costs You,” “Motion Study Principles,” “Productivity^] Key to 
Plenty,” and “Supervision [of] Women Workers.” Filmstrips included 
such items as “industrial Harmony Through LMC” (presumably, 
“Labor-Management Cooperation”). The center led the observance
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of Labor-Management Cooperation Day and contemplated a pro
gram for educating women union leaders because of the “urgent 
necessity of training Amazon labor leaders for soberizing purposes in 
case of disputes.”110

Students had to be selected for the various training programs; 
among other things, they had to have “a background free of Com
munism, totalitarianism, and subversion or willing collaboration with 
such parties or movements” and a “demonstrated awareness of the 
mutual interests of labor and management.”111

It is no wonder, then, that the Labor Education Center enjoyed 
wide support from employers. Some managers expressed in writing 
the benefits they derived from having the leaders of “their” unions 
receive training. The personnel manager of the Franklin Baker 
Company of the Philippines felt that the president of his employees’ 
union “profited immensely from the course given him”:

Relation between the union and management has been more 
harmonious.

Because of frequent seminars and bull sessions that he conducts 
among members where rules and regulations of the Company are 
taken up, there are less instances of violations of such rules and regu
lations. . . .

By imparting to union officials what he learned, these same offi
cials have become more responsible leaders, resulting in a more stable 
and respected union as a whole.

Another manager had “nothing but praise” for the trainee whose 
“coolness and tact in his approaches to the management” had re
sulted in “labor peace and harmonious labor management relations.” 
He would, the manager noted, “do everything within his power to 
preserve the already existing labor peace.” Another manager re
ported that his trainee “has shown his loyalty to the policies of man
agement. He is dependable, courteous, and progressive. . . .  As a 
labor leader, he can be classed with that group of labor leaders who 
look upon every problem not as a cause for misunderstanding 
between management and labor but a means in keeping their har
monious relations.” And still another manager remarked that the 
attitude of his firm’s trainee “towards the company has changed 
favorably and he is endeavoring to have the workers perform their 
duties more efficiently and with understanding which will lead to 
greater harmony amongst the workers and a healthier attitude to
wards management.”112

An internal evaluation of the center reached a similar conclu
sion: “Labor-management relations have become more reasonable.
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As one worker said, ‘Management is not as unreasonable as it origi
nally appeared to me; it has its own valid reasons for doing what it 
does.’ ”113 For comparison, it should be noted that back in 1953 the 
U.S. Department of Commerce had considered it an obstacle to 
American investment that Philippine labor leaders believed “wage 
scales should be based on the employers’ ability to pay.”114

It is perhaps suggestive that in 1967, due to job insecurity and 
low pay, eight of the eleven foreign-aid funded employees of the 
center left for high-paying jobs at prestigious universities and at 
“well-established business firms.”115

The training programs were undertaken on a large scale. Be
tween fiscal 1956 and 1962, over 11,000 union leaders and members 
had received some form of training. This, said AID, “effectively 
influenced the direction and policies of the Philippine labor move
ment by emphasizing self-reliance, voluntarism, and a pragmatic ap
proach to industrial relations.” Much of the credit for the industrial 
stability in the Philippines, asserted a memorandum by the Interna
tional Cooperation Administration (the AID forerunner), “is attri
buted to the influence of the Labor Education Center.” In addition, 
by 1970 over 600 labor leaders from seventeen other Asian nations 
also had received training at the center.116

There have been other U.S. government programs affecting Phil
ippine labor. AID has provided funds to the Associated Labor Union, 
an organization representing the employees of Atlas Consolidated 
Mining and Development Corporation. The union is a corrupt one, 
and its president frequently speaks out in favor of free enterprise. 
AID has provided money and advisers to the Asian Productivity Or
ganization (APO) and to its Manila unit. APO works to increase indus
trial productivity, as well as to assist private investment and promote 
business cooperation. AID had contributed to the funding of the 
Asian Institute of Management (AIM), a Manila-based facility backed 
also by the Ford Foundation, Filipino educational institutions, and 
“unusually extensive financial support from the Philippine private 
business sector.” With a Harvard Business School team, it trains stu
dents to take key positions in the corporate world. Thirty percent of 
AIM graduates work for U.S. firms, which helps American companies 
to reduce nationalist resentments by “Asianizing” their management 
personnel. One graduate, who took a position with the First National 
City Bank of New York in Manila, explained what he learned: “I now 
appreciate more fully the problems of my former bosses, why 
businessmen apparently behave ruthlessly, and how many more as
pects of the ‘morality’ of business decisions have to be evaluated be
fore they are judged.”117
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Peasant unions were often a potent left-wing and anti-American 
force in the Philippines. To counteract the influence of these unions, 
the CIA-linked Asia Foundation provided a subsidy of 2,000 pesos a 
month to the Federation of Free Farmers (FFF). The federation was 
an undemocratically structured organization led by religious leaders, 
lawyers, and members of landed families.118 It included a number of 
genuine militants within its ranks, but on the whole it was committed 
more to anticommunism than to effecting social change.

A final U.S. program aimed at Philippine labor was the Asian- 
American Free Labor Institute (AAFLI). AAFLI was set up in 1968 
by the AFL-CIO and AID. Its purpose was to permit American 
unions to give direct assistance to their Asian counterparts. Early 
officers of AAFLI included George Meany, Morris Paladino, and 
James A. Suffridge, the latter two having had links to the CIA or its 
labor programs. But regardless of CIA connections, AID knows that 
through AAFLI it is promoting contacts between Asian trade unions 
and one of the more conservative elements in American society, the 
AFL-CIO bureaucracy. As a study for the Senate Foreign Relations 
Committee explained, “The dominant philosophy of the American 
labor movement has been business unionism.*. .. Although the U.S. 
labor movement in recent years has frequently deviated from strict 
adherence to these principles, it is this philosophy which U.S. labor 
leadership has attempted to implant abroad.*’119

Back in 1961, Suffridge had recommended that a union-to- 
union program be introduced in the Philippines in order, among 
other things, to help labor leaders there deal with the “real threat of 
leftist infiltration in some unions.’’ AAFLI programs in the Philip
pines have included assistance to the Federation of Free Farmers 
and to the Trade Union Congress of the Philippines (TUC), a 
recently merged trade union federation. At the TUC’s merger con
vention in February 1970, a list of far-reaching demands on the 
government was issued, but perhaps more indicative of its position 
was the fact that Philippine President Marcos swore in the organiza
tion’s officers.120

Multilateral Lending

Increasingly, U.S. development funds have been directed through 
multilateral lending organizations. Between 1963 and 1973* U.S. 
contributions to these organizations increased about 350 percent, 
while Washington’s bilateral economic assistance over the same 
period declined about 16 percent. In March 1970 a high-level U.S.
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Task Force on International Development recommended that “the 
international lending institutions become the major channel for de
velopment assistance.” A few months later, President Richard 
Nixon delivered a foreign aid message to Congress incorporating 
this proposal.121

Aid through multilateral organizations has held a number of 
appeals to U.S. policy makers. First, aid programs would not be sub
ject to the yearly scrutiny of Congress and public opinion. Second, 
aid could be used as leverage to force compliance by Third World 
nations without inviting the charges of intervention that often ac
company bilateral assistance. Multilateral organizations, said the 
president of the prestigious Overseas Development Council, “have a 
greater potential for intervening effectively in the domestic affairs of 
a developing country.”122

A third advantage of multilateral aid has been that international 
lending organizations are approaching the status of cartel institu
tions, that is, it is becoming increasingly difficult for Third World 
nations to seek out the “highest bidder” for development aid; they 
must instead accept the terms and conditions of the capital cartel. 
Multilateral aid also has had the advantage, from the U.S. point of 
view, of getting other industrialized nations to contribute toward 
Third World development needs. To Washington, Japan and West
ern Europe have been long overdue in picking up their share of 
foreign assistance. A final appeal of the multilateral institutions has 
been that they raise some of their funds in private capital markets. 
This “provides a means by which private capital can re-enter the 
foreign investment field with safety,” as banker John J. McCloy put 
it in 1947. While some developing nations might nationalize a pri
vately owned foreign investment, few would be willing to default on 
a loan from the World Bank; in fact, no nation has ever done so.123

It might seem that in return for these advantages multilateral 
aid suffers from the serious disadvantage (again from the point of 
view of Washington) of preventing the U.S. executive branch from 
having control of its aid money, since the funds are to be adminis
tered by an international body. This is not the case, however. The 
aid that the United States wishes to use for purposes it does not 
share with the other capital exporting nations it distributes on a 
bilateral basis. The money funneled through the international banks 
is utilized to achieve objectives that are common to the advanced 
capitalist nations: stable and conservative economic development, 
protection of foreign investments, and conservative fiscal policies. 
The developing nations are also members of the international banks, 
but voting power is roughly proportional to capital contributions.
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Thus, in the World Bank, the United States has 25 percent of the 
votes, while all the developing countries together have only 35 per
cent. In the Asian Development Bank (ADB), as of December 31, 
1972, developed nations held about 58 percent of the voting power. 
A U.S. official has testified that “the majority of the votes are from 
the capital exporting countries, which is very important. In other 
words, the borrowers can’t run the Bank.” When all paid up, the 
United States and Japan plus any other country can veto any major 
decision of the Asian Development Bank.124

But this considerably understates U.S. influence. By unwritten 
agreement, the president of the World Bank is always an American. 
The need of all the multilateral banks to raise funds in private capi
tal markets means that the industrialized countries have added lever
age. The World Bank has a policy of not lending to countries that 
default on private debts or expropriate private property without 
compensation. A U.S. official has explained:

The Bank felt that it had a direct stake in the principle of repayment 
on international bonds in view of its heavy reliance on private capital 
markets as a source of its own funds. The Bank’s policy has evolved to 
include—for similar underlying reasons—situations where expropria
tion of direct investments takes place.125

Decisions at the Asian Development Bank, as at the other inter
national financial institutions, are not made by the casting of votes, 
member by member, for or against a proposed loan. As U.S. officials 
have acknowledged,

Instead, the proposal is discussed in the Board meeting . . . .  the direc
tors make comments and may make minor changes in the proposal, 
and approval is reached by consensus. Occasionally consideration of a 
particular proposal by the Board may be delayed by the President at 
the request of one or more directors.

To prevent nation-to-nation confrontations in the Board meeting 
which might damage U.S. foreign relations and reduce the effective
ness of ADB . . .  U.S. policy is to try to avoid opposing formally, or 
raising serious criticism of, a proposed loan in the Board meeting . . . .
If the United States found some aspect of a loan proposal objection
able, the [U.S.] Director and his staff would discuss it with other direc
tors and the Bank staff and would attempt to convince them of the 
desirability of modifying the proposal before it goes before the Board 
for approval. If there is not enough time to accomplish this before it is 
scheduled to go before the Board or if there has not been enough 
time to study a proposal, the Director may request that consideration 
of the proposal be delayed.126
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One can be sure that in this kind of behind-the-scenes maneuvering 
U.S. influence is far more than its formal voting share.

Officials of the various multilateral banks insist that theirs are 
apolitical institutions, making loans strictly on the basis of technical 
criteria.127 These claims are simply false. The World Bank, as al
ready noted, refuses to make funds available to countries that na
tionalize foreign-owned assets without compensation. The Articles of 
Agreement of the World Bank state one of the purposes of the bank 
as being to “promote foreign private investment.” Loans must satisfy 
“a developmental need rather than some notion of equity or other 
objectives, however laudable.” Whatever else one may think of these 
criteria, they are not apolitical. At the Asian Development Bank’s 
inaugural meeting, Cambodia, then under Sihanouk* urged long
term credits at low interest, while the United States countered with a 
call for the prudent management of funds. The American view, no 
less political than the Cambodian, prevailed.128

The United States is not oblivious to the political nature of 
international bank decisions. Of all Asian Development Bank mem
bers, only the United States and Japan require their directors to 
obtain instructions from their national governments on each loan 
proposal. In January 1972 Nixon announced that should any coun
try nationalize U.S. property without adequate compensation the 
United States would vote against its loan requests before interna
tional lending institutions. And in March 1972 a congressional provi
sion, the “Gonzalez Amendment,” was passed to this effect.129

The specific policies of the various banks have been just as po
litical as their general guidelines. The World Bank stopped making 
loans to Colombia during the period 1956 to 1958 under Rojas 
Pinilla, to Brazil under Joäo Goulart until the military government 
took over, and to Bolivia for a period after the 1952 revolution. The 
Asian Development Bank made loans to Cambodia only after Lon 
Nol’s coup. And loans from the World Bank or its cousin the Inter
national Monetary Fund (IMF) have often carried stringent condi
tions. Argentina had to fire 70,000 railroad employees, Bolivia had 
to eliminate its subsidy to government commissaries selling con
sumer goods to miners, and many nations have had cut back govern
ment spending, devalue currency, eliminate controls, or encourage 
foreign investment.130

Multilateral aid to the Philippines did not begin in earnest until 
1962. In the twelve previous years, the total of all such assistance to 
the Philippines, including that from the United Nations, was $25.1 
million. In the decade 1962-1972 the figure was about seventeen 
times as much.131 To understand the activities of the international
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banks regarding the Philippines, it is necessary to go back to the 
foreign exchange crisis of 1949. At that time, the Philippine govern
ment with U.S. concurrence instituted import and exchange con
trols. The controls enabled the industrial sector of the Philippine 
economy to grow at its fastest rate in recent history, but they also 
spread corruption on a wide scale.

At some point during the 1950s, Washington concluded that 
American foreign investors were harmed more by exchange controls 
than by devaluations. It was of more benefit, it was decided, for 
investors to be able to take their profits out of a country at will than 
to assure a constant value to the capital invested there. In 1958, 
suffering from a foreign exchange crisis, Manila applied for a stabil
ization loan from the IMF as part of a plan involving the charging of 
a fee for the sale of foreign exchange. The U.S. State Department 
considered this to be a violation of the Laurel-Langley Agreement 
and so advised the IMF. The IMF then refused the Philippine loan 
request and called for devaluation instead. The Philippines, how
ever, was able to obtain loans from some New York banks and went 
through with its plan.

There were in Philippine society powerful forces that concurred 
with the American preference for devaluation and decontrol. These 
were the export interests (principally sugar), and in 1959, building 
on the public revulsion at the corruption of controls, they were able 
to get a bill through the Philippine Congress providing for the grad
ual elimination of controls over a four-year period.

In November 1961 Diosdado Macapagal was elected to the 
presidency on a platform promising the elimination of corruption 
and controls. Upon taking office he secured $300 million worth of 
loans from the IMF, the U.S. government, and private American 
banks. He promptly instituted an immediate and total decontrol and 
a de facto devaluation. According to Macapagal, Secretary of State 
Dean Rusk had approved the government part of his loan request in 
less than five minutes and Kennedy had assured him that if this 
were not enough he could “count on the full support of the Ameri
can Government. . .  to make the decontrol measure successful.”132

United States officials were soon speaking of “heartening pro
gress” and “remarkable success,” but the impact of the decontrol and 
devaluation was disastrous for all save the traditional Philippine ex
porters and foreign investors. Consumers bore the main burden, 
having to pay sharply higher prices for food.133 Filipino manufactur
ers were unable to meet their foreign debts, which had been effec
tively doubled by the devaluation. At the end of 1964, Filoil, a Phil
ippine company with a minority share owned by Gulf Oil, was forced
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to sell out entirely to Gulf. At the beginning of 1966, close to 1,500 
firms were near a state of collapse.134 Corruption in the granting of 
currency and import licenses ended, but it resurfaced in another 
form: smuggling to avoid tariffs.135

Manila's external debt rose from $174 million in 1960 to $490 
million in 1965. By 1967 the Philippine government had to impose 
mild import and exchange restrictions. Then, in 1969, President 
Marcos precipitated a major foreign exchange crisis by his massive 
spending effort in buying his own reelection. The IMF demanded 
devaluation as a condition for credits, and a consortium of U.S. 
banks made the same demand as the price for rescheduling the 
debts they were owed. Marcos de facto devalued the peso, and most 
of the controls imposed since 1967 were repealed. According to a 
Philippine research organization, 81 percent of the population suf
fered hardship as a result. Real wage rates in industrial establish
ments in Manila and suburbs declined 19 percent for skilled workers 
and 13 percent for the unskilled between 1969 and 1972. There was 
particular irony here in that in the election campaign that caused the 
crisis, Marcos had promised that there would be no devaluation, 
because to do so would hurt low-income groups the most. At the end 
of it all, in June 1971, the Philippines was more dependent upon 
external sources of capital than ever: the external debt stood at over 
$2 billion—about two and a half times the 1969 figure.130

From the U.S. point of view, it was certainly preferable in terms 
of world opinion to protect American capital from controls and the 
like by IMF stipulations than by sending in the marines.

The Accomplishments of Aid

A staff report for the Senate Foreign Relations Committee in 1976 
concluded that after thirty years and $1.7 billion of U.S. economic 
assistance, concrete development advances in the Philippines were 
“hard to identify.”137 Given the self-imposed constraints on Washing
ton’s aid programs, this result should not have been unexpected. 
AID officials speak of what they call the “development equation”: 
resources divided by population equals well-being.138 It follows from 
this equation that increasing resources such as through the Green 
Revolution, while holding population in check through the popula
tion-control programs that AID inaugurated in the Philippines in 
1967, increases well-being. The problem with this approach is that 
the equation is a very incomplete model of reality; in fact, it ignores 
precisely those factors which only genuine social change can alter.
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From the equation, a given level of resources and a given population 
will always yield a constant well-being. But this neglects the matter of 
distribution. In a society in which a significant fraction of resources 
is spent on luxuries for a rich minority, well-being will be lower than 
in a more egalitarian society. Similarly, if a country’s resources are 
repatriated by foreign investors or deposited in Swiss banks or 
squandered on government boondoggles, well-being will be lower 
than otherwise. United States aid programs have invariably sought 
the easy and palatable route of trying to juggle the denominator or 
numerator of the ‘‘development equation” rather than attempting to 
redistribute wealth or restrict the repatriation of profits. That such a 
strategy might be unsuccessful for coping with the pressing develop
ment needs of the Third World should not be surprising.

But if Washington’s foreign assistance programs in the Philip
pines failed to meet their development goals, they were by no means 
wholly unsuccessful. They helped to keep in power in Manila gov
ernments friendly to the United States, to U.S. capital, and to U.S. 
bases. They helped to undercut Philippine rural unrest and tame 
urban labor unions. They contributed to the protection of American 
investors and to the promotion of American agricultural exports. In 
short, they served as the instruments by which Washington was able 
to further its economic and strategic interests in the Philippines.
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The Human C osts o f 
Neocolonialism

Neocolonialism has not been simply an abstract concept for the Phil
ippines. The living standards and the general welfare of the Philip
pine people are very real, and they are to a considerable extent the 
consequence of the neocolonial relationship. Washington has op
posed and helped to defeat all efforts by Filipinos to fundamentally 
alter their society. And Washington—through its programs of mili
tary and economic aid, and through its military advisers and covert 
interventions—has supported the Philippine elite in maintaining 
their dominant position in that society.

To argue that the Philippine elite has been more responsible 
than the United States for conditions in the Philippines is to miss the 
point, for the Philippine elite has owed its very existence to the 
United States. Likewise, the attribution of blame to the United States 
is no cause for self-congratulation on the part of the Philippine elite, 
for it is not that they are blameless but rather that they are so tied to 
U.S interests that they cannot be viewed as a wholly autonomous 
force.

In turning now to an examination of what the lives of Filipinos 
were like in the first quarter century of formal independence—from 
1946 to the declaration of martial law in 1972—we will be investigat
ing the human costs of neocolonialism. In the next chapter, we will 
consider the situation in the martial law period.

There was considerable economic growth in the Philippines in 
the twenty-five years after World War II, but, as a study for the 
International Labour Office (ILO) commented, “satisfactory growth
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rates have been accompanied by more and more unacceptable out
comes in terms of employment and income distribution.”1 And a 
Filipino economist noted that the increases in real per capita gross 
national product of 2 to 3 percent per year “have not had a visible 
impact on the poorer half of the population.”2 Similar remarks were 
made by knowledgeable observers throughout the 1950s and 1960s. 
“The inequality in incomes, always very great in the Philippines, is 
now even greater than before the war,” stated the chief economist 
for the U.S. Economic Survey Mission, headed by Daniel Bell, in 
1950.3 In the mid-1960s, the head of the U.S. Agency for Interna
tional Development in Manila testified that “in the past 10 years, the 
rich have become richer and the poor have become poorer,” and a 
Philippine Senate committee reported that “except for public health 
services, the level of living of the vast majority of our people has not 
substantially improved since 1955.”4

In examining the statistical material that will be presented be
low, it is important to keep in mind that, though Philippine statistics 
are better than those of many Third World nations, they are still 
quite unreliable. Philippine data on income distribution and living 
standards contain many sources of possible bias; some of these will 
be indicated in the text. Moreover, the published presentations of 
the data contain numerous internal inconsistencies.5

Table 1, based on household surveys by the Philippine Bureau 
of the Census and Statistics, provides data on income distribution. 
As can be seen, between 1956-1957 and 1965 the share of income 
going to the lowest fifth and the lowest three-fifths of families de
clined, while the share going to upper-income groups increased. 
The top 5 percent of families throughout this decade reported more 
income than the bottom 60 percent.

These figures are likely to understate severely the gap between 
rich and poor, because the rich can more readily hide their income 
(profits being more easily disguised than wages). The Bureau of the 
Census and Statistics has acknowledged the possibility of respon
dents being reluctant to reveal their full incomes, “especially among 
families in the higher income brackets.”6 For example, the private 
moneylender is still believed to be the largest source of rural credit 
in the Philippines,7 but it is doubtful that the interest—at usurious 
rates—is declared for tax purposes.

Some sense of the income that escapes these surveys can be had 
by looking at the problem of tax evasion. In 1954, only 18 percent of 
physicians, 9 percent of lawyers, 4 percent of dentists, and 36 percent 
of accountants filed income tax returns. The collector of internal 
revenue who published this information had the further audacity to
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T able 1 Before-Tax Family Income Distribution, Philippines, 1956— 
1957, 1961, 7965, 1970-1971

1956-57“ 1961b 1965b 1970-7 Ie

Percent of total family 
income going to:

Lowest 20% of families
by income 4.5 4.2 3.5 3.7

Lowest 60% 25.0 24.2 24.3 25.1
Top 20% 55.1 56.4 55.4 53.9
Top 10% 39.4 41.0 40.1 37.1
Top 5% 27.7 29.0 28.7 24.8

Ratio of income of top 5%
to bottom 60% 1.11 1.20 1.18 0.99

Ratio of income of top 20%
to bottom 20% 12.3 13.4 15.8 14.7

Gini ratio*1 0.48 0.50 0.50 0.48

*Twelve m onths ending 28 February 1957. 
bC alendar year.
‘Tw elve m onths ending 30 April 1971.
dGini ratio  ranges from  0.0 (absolute equality) to 1.0 (absolute inequality).
Note: Unless otherwise noted, all tables in this chapter based on the household surveys 
use the same tim e periods indicated above.
Source: All figures calculated from  National Economic and Development Authority 
(NEDA), Statistical Yearbook o f the Philippines, 1975 (Manila, 1975), pp. 410-11, Table 
13.2, “Share o f T ota l Family Incom e.”

try to collect delinquent taxes from a member of the House of Repre
sentatives. The next year, Congress abolished the collector’s job by 
refusing to appropriate funds for his office. For the next few years 
data on filed returns by occupation were unavailable8—illustrating 
that those with wealth are able, through the power they wield, to hide 
their wealth. In 1962 a Joint Legislative-Executive Tax Commission 
reported that professionals and businesspeople were “among the 
poorest in tax compliance.” In 1965 the commission noted that a law 
allowing bank deposits to go undetected permitted “ill-gotten wealth” 
to be “hidden well beyond the reach of effective criminal prosecu
tion.” And in 1970 the head of the tax commission observed that 
“evasion usually occurs among the bigger taxpayers.”9

With tax evasion rife, the underreporting of income to govern
ment pollsters should not be surprising. In fact, the total personal 
income calculated from the household surveys is about one-third less 
than the national income accounts figures for personal income, as 
Table 2 demonstrates.

The data for 1970-1971 in Table 1 indicate an improvement in
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T able 2 Total Personal Income, Philippines, 1956—1957, 1961, 1965, 
1970-1971

1956-57 1961 1965 1970-71

Personal income, national income
accounts“ (millions of pesos) 8,258b 12,110 18,457 35,100e

Personal income, survey of
households (millions of pesos) 5,824 7,982 13,024 23,714

Ratio 0.705 0.659 0.706 0.676

“National income accounts data have been revised back to 1960, so 1956-1957 figure 
is not strictly comparable.
bFive-sixths o f  1956 figure plus one-sixth o f 1957 figure.
T w o-th irds o f 1970 figure plus one-third o f 1971 figure.
Sources: National income accounts figure for 1956-1957 from Statistical Reporter, 13, 
no. 2 (A pril-June  1969), p. 55; all o ther figures from NEDA, Statistical Yearbook of the 
Philippines, 1975, pp. 96 -9 7 , 410-11 .

income distribution over 1965, though the bottom 20 percent are 
still shown to have a smaller share than in 1956—1957. However, the 
1970—1971 figures are even more suspect than the rest. In a break
down, one finds that the top 10 percent of urban families went from 
41.7 percent of all urban income in 1965 to 33.4 percent in 1971, a 
drop of 20 percent. As the study for the ILO has noted, this is a 
wholly improbable result, attributable in all likelihood to gross un
derreporting by the urban rich.10

Two Philippine statisticians suggest that the apparent narrowing 
of the urban gap in 1971 might be due to the resettling of low- 
income squatter families from Manila to adjacent provinces in the 
late 1960s. But there are problems with this explanation. First, if 
there had been a substantial transfer of low-income people, one 
would expect the average family income of Metropolitan Manila to 
have risen more sharply than that of the adjacent provinces.11 In 
fact, however, between 1965 and 1970-1971 Manila’s reported aver
age income increased (in current pesos) only 18 percent, while the 
income of Central Luzon grew 59 percent and Southern Luzon 43 
percent.12 Second, it would require the elimination of approximately 
the full bottom 20  percent of the urban population to achieve the 
reported decline in the urban gini ratio, 13 and no one suggests that 
squatter removal occurred on this scale. Third, many relocated 
squatters soon return to the urb^n center from which they have 
been removed, drawn by the same economic factors that led them to 
the city in the first place. Full data are obviously lacking, but in one 
resettlement community established in 1963 a study in 1968 found 
that 55 percent of the people had moved out; by 1969, 60 percent
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T a b l e  3  Rural Before-Tax Family Income Distribution, Philippines, 
1956-1957, 1961, 1965, 1970-1971

1956-57 1961 1965 1970-71
Percent of rural family 

income going to: 
Lowest 20% of 

families by income 7.0 5.9 5.0 4.4
Lowest 60% 32.8 31.2 29.8 27.2
Top 20% 46.1 46.9 47.2 51.0
Top 10% 300.1 31.1 30.0 34.4

Note: Definition o f  “ru ra l” and “u rban” changed somewhat in 1965 and 1970-1971: 
“ru ra l” included 66% o f all households in 1961, 70% in 1965, and 69% 1970-1971. 
See Republic o f  the Philippines, B ureau o f  the Census and Statistics, BCS Survey of 
Households Bulletin: Family Income and Expenditures, 1971, Series no. 34 (Manila, 1971), 
p. xiii.
Source: In ternational L abour Office (ILO), Sharing in Development: A Programme of 
Employment, Equity and Growth fo r the Philippines (Geneva, 1974), p. 10.

were gone, and in 1971 it was reported that close to 75 percent of 
the original inhabitants had returned to Metropolitan Manila.14

It is true, however, that while the squatter population of Manila 
probably did not decline, squatters in 1971 were likely to be far 
more reluctant about being interviewed by the government than 
they were in 1965, for fear that the survey was related to a relocation 
program.

In general, the household surveys seem to underreport the 
number of low-income families. In 1965 there were about 98,000 
squatters and slum-dwelling families in Metropolitan Manila, of 
whom at least 17.4 percent had annual incomes of less than 600 
pesos. This constituted 3.7 percent of the total number of families in 
Metropolitan Manila. Nevertheless, according to the household 
survey for 1965 only 3.2 percent of the families in Metropolitan 
Manila had annual incomes of less than 1,000 pesos.15

It can be conservatively concluded, as the ILO study has done, 
that from 1965 to 1970—1971 rural inequality increased and urban 
inequality remained constant.16 Table 3 documents the growing rural 
inequality.17

The data in Tables 1 and 3 represent before-tax income, but 
taxation probably worsens the income distribution. Table 4 shows 
the results of two studies of the effect of taxes on income distribu
tion. It is important to note, however, that these studies were based 
not on what families actually paid but on what they should pay. 
(“Each tax was . . . assigned to the various households belonging to
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T able 4 Anticipated* Impact of Taxation on Income Distribution, 
Philippines, 1960 and 1971

1960 1971
Before After Before After

Tax Tax Tax Tax

Percent of total family 
income going to:

Lowest 20% of families 
by income 4.2 4.6 4.2 3.2

Lowest 50% 17.3 17.9 17.8 17.1
Lowest 90% 57.8 59.7 63.1 64.8
Top 10% 42.2 40.3 36.9 35.2

♦See text.
Sources: For 1960: Angel Q. Yoingco, “T he Philippine Tax System: Progressive o r 
Regressive?” The Tax Monthly (Manila), 11, no. 6 (December 1970), p. 5. For 1971: 
National Tax Research C enter, “Initial R eport on Taxation and Income Redistribu
tion: A Study o f T ax B urden by Incom e Class, 1971,” The Tax Monthly (Manila), 15, 
no. 1 (January 1974), p. 3.

different income groups that would likely pay it.”)18 But, as already 
noted, tax evasion predominates among the rich. In addition, graft 
and corruption is concentrated in the collection of the direct taxes, 
which are mildly progressive, thereby making the whole tax burden 
more regressive.19 In the late 1950s, for example, “the number of tax 
returns reporting sufficient income to be subject to the personal 
income tax [was] equivalent to less than one-third of 1 per cent of 
the population.”20

Thus far the discussion has focused on the living standards of 
the poor as indicated by their share of total income. When one looks 
at absolute measures of well-being, two things can be clearly seen: 
the grimness of daily existence for the mass of the Filipino people 
and the myth of progress under neocolonialism.

Real per family (and per capita) income has increased somewhat 
in the Philippines from 1956—1957 to 1970—1971. But progress for 
low-income families has been negligible. As Table 5 shows, the real 
income of low-income groups grew exceedingly slowly over this pe
riod. If the same compound annual growth rates were to continue, 
the average real income of the bottom three-fifths of families would 
not reach the 1956-1957 average real income of the country until 
the year 2003; the bottom two-fifths would have to wait until 2040, 
and the bottom fifth until the year 2297. The growth rates, however,
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T able 5 Real Per Family Twelve-Month Income of Low-Income Groups, 
Philippines, 1956-1957, 1961, 7965, 1970-1971

Family
Income

Real Per Family Income 
(constant 1965 pesos)

Percent
Increase
1956-57

to

Percent
Compound

Annual
Growth

Group 1956—57a 1961 1965 1970-7 lb 1970-71 Rate

Lowest
20% 458.0 477.6 446.8 487.2 6 0.44

Lowest
40% 645.2 686.5 733.6 783.3 21 1.40

Lowest
60% 851.8 913.3 1,032.7 1,105.8 30 1.88

C o n su m e r price index for 1957 used.
bAverage consum er price index May 1970-A pril 1971 used.
Note: Percents o f families are cumulative, that is, “lowest 40%“ includes the “lowest 
20%,” and “lowest 60% ” includes both.
Sources: Calculated from  NEDA, Statistical Yearbook of the Philippines, 1975, pp. 410-11 
(Table 13.2, “S hare o f  Total Family Incom e”), pp. 412-13  (num ber o f families); 
Statistical Reporter, 15, no. 2 (A pril-June  1971), p. 63 (1970 monthly consumer price 
indices only, converted to 1965 = 100); Central Bank, Statistical Bulletin, 24 (Decem
ber 1972), p. 372 (consum er price indices for 1957, 1961, 1965, and January-A pril 
1971).

did not continue; they surely declined, given the 15.9 percent leap in 
prices that occurred between May 1971 and September 1972.21

Real family income in the rural areas of the Philippines in
creased 45 percent over the years 1956-1957 to 1970-1971. But, as 
Table 6  shows, the bottom two-fifths of rural families experienced 
only a 6  percent increase over this same period, and the bottom fifth 
actually suffered a 9 percent decline. The head of U.S. AID in the 
Philippines testified in the mid-1960s that the living standards of the 
average rice farmer in Central Luzon had “not changed appreciably 
in the last 50 years.”22 What is particularly tragic about this stagna
tion is how low the living standards of the rural poor were to begin 
with. In May 1967, 40.7 percent of rural households had no toilet 
facilities at all; of the rest, 29.3 percent used a closed pit, and 
another 21.2 percent used an open pit. Half of all rural families got 
their drinking water from open wells (27.4%), springs (16.1%), 
creeks, streams, or river irrigation (6.0%), or rainwater (1.2%).23 A 
few years earlier a study of eight barrios in Laguna province found 
that 15 percent of all children born to farm families there had died; 
in 74 percent of families one or more deaths had occurred. Tuber-
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T a b l e  6  Real Per Family Twelve-Month Income of Low-Income Groups, 
Rural Philippines, 1956-1957, 1961, 1965, 1970-1971

Rural
Family
Income

Real Per Family Income 
(constant 1965 pesos)

Percent
Increase
1956-57

to

Percent
Compound

Annual
Growth

Group 1956-57“ 1961 1965 1970-7lb 1970-71 Rate

Lowest
20% 485 446 439 441 -9 -0.68

Lowest
40% 627 669 636 666 +6 +0.432

Lowest
60% 757 786 872 908 +20 + 1.31

All rural 
families 1,385 1,511 1,755 2,003 +45 + 2.67

“Consum er price index for 1957 used.
bAverage consum er price index May 1970-A pril 1971 used.
Note: Percents o f  families are cumulative (see note to Table 5). Definition o f “ru ra l” 
changed in 1965 and 1970-1971 (see note to Table 3).
Sources: Calculated from  ILO, Sharing in Development, p. 10 (rural income shares); 
NEDA, Statistical Yearbook o f the Philippines, 1975, pp. 414-15  (num ber o f  rural fami
lies), pp. 4 16-17  (rural income); Statistical Reporter, 15, no. 2 (A pril-June 1971), p. 64 
(1970 monthly consum er price index for regions outside o f Manila, converted to 1965 
= 100); Central Bank, Statistical Bulletin, 24 (December 1972), p. 371 (consumer price 
index for regions outside o f Manila, 1957, 1961, 1965, and Ja nuary -A pril 1971).

culosis among women and malnutrition among children were preva
lent. Only half the homes had something that could roughly be 
called a bedroom, and eating, sleeping, cooking, and washing were 
generally done on the floor.24

The total amount of food available in the Philippines over the 
twenty-year period 1953-1972 provided, on an average basis, only 
87 percent of the caloric intake, 88 percent of the protein, 21 per
cent of the milk and milk products, and 49 percent of the eggs 
recommended by Philippine health officials as necessary for an ade
quate diet. From 1966 to 1969, less than one-fourth the recom
mended levels of vitamin-C rich foods were available for consump
tion.25 These figures assume that everyone received the same 
amount of food, but of course this was not the case. Like most of the 
goods in Philippine society, nutrition is unequally distributed among 
the population. Table 7 gives data on per family annual expendi
tures for certain food categories in 1965 by income class. Although 
these data do not allow us to draw any precise conclusions—the 
relationship between the cost of food and its nutritive content is,
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T able 7 Per Family Annual Expenditures on Selected Food Categories by 
Income Class, 1965 (in current pesos)

Income Class

Percent
of

Families

Milk and 
Dairy 

Products

Meat
and
Eggs

Fish and 
Other 

Seafoods

Roots, 
Vegetables, 
and Fruits

Under P500 11.6 P 15 P 53 PI 26 P 76
P 500—999 17.7 15 81 178 100
P 1,000-1,499 16.7 29 120 232 118
P 1,500-1,999 13.5 36 143 242 134
P2,000-2,499 9.9 57 171 301 147
P2,500-2,999 7.6 63 179 301 152
P3,000-3,999 8.9 83 267 350 173
P4,000-4,999 4.6 105 293 384 179
P 5,000—5,999 2.8 126 373 466 230
P6,000-7,999 2.5 166 478 485 239
P8,000-9,999 
P 10,000 and

1.5 212 606 472 315

over 2.6 286 1,082 661 466
Average 55 187 268 144

Source: Calculated from  “Family Income Distribution and Expenditure Patterns in the 
Philippines: 1965,” Journal o f Philippine Statistics, 19, no. 2 (A pril-June 1968), pp. 
xviii, xxviii-xxix.

after all, not linear—the gap between the rich and poor in terms of 
the availability of nutrients is clearly substantial. Beginning in the 
early 1970s, surveys were conducted to ascertain diet by income 
group. The 1971 survey showed that the highest one-sixth of income 
earners received some 40 percent more calories and 70 percent 
more protein than did the lowest third of earners.26 The World 
Bank estimated that in 1971 about half of all rural families had 
incomes below that required to provide adequate nutrition and 
other essentials of life.27

In 1972 the infant mortality rate was officially given as 68 per 
1,000 live births, but the World Bank thinks 80 per 1,000 is more 
accurate, and some put the figure at over 100 per 1,000. Mortality 
among children ages one to four is among the highest in the world. 
Five percent of all Filipino children under six years old suffer from 
third-degree malnutrition (they are three-fifths or less of the nor
mal weight for their age), and 30 percent show symptoms of 
second-degree malnutrition (they are three-quarters or less of nor
mal weight). Biochemical tests of sample populations in Luzon and 
the Visayas found inadequate mean levels of urinary thiamine, uri
nary riboflavin, and serum carotene. Of those examined, 25.5 per-
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cent were judged deficient in serum vitamin C, and 27.3 percent 
low; for serum vitamin A, 22.0 percent were deficient and 22.2 
percent low.28

Poverty has had an impact as well on the highly touted Philip
pine educational system. The school dropout rate has been tremen
dously high, and this has been the case particularly in the rural 
areas. In 1950, 22.7 percent of children five to fourteen years old 
were not enrolled in school; in i960 it was 46.2 percent, and in 1970 
35.4 percent. In 1960, of every 100 children who began sÆoql^ pnly 
34 finished elementary school .and only 12 finished Jhdgĥ  
Twenty-eight percent of the entire populaüonJiacLnever-çntered 
school. A study in 1970 found that two-fifdi& of. the students stayed 
away from school for “economic” reasons. Young teenagers belong
ing to poor families, noted an ILO study, “are forced by economic 
necessity to leave school”; most become “unpaid family helpers in 
agricultural activities and work part time to augment low family 
income.” J'he young drop out even from the government-spcmsored 
out-of-school. lxaining pjojects; among the^even reason& ̂ ixenTor 
this were (1) “the youths are often too poor to afford tr^nsgortation- 
fare to the training centre”; (2 ) “meals are generally.not provided”; 
and (3) “most of the rural youths are forced to drop QUtJ.9,jielp ln 
family work or when extra hands are needed during the planning ° r 
harvesting season.”29 ^

Farm families are somewhat cushioned against the hardships of 
rising prices by the fact that a substantial portion of their income is 
in the form of crops that they grow for their own use. (This is 
counted as income in the household surveys.) For the landless agri
cultural laborer, however, the situation is considerably more bleak. 
Real wage rates for agricultural workers apparently fell 10 percent 
between 1941 and 1949.30 Table 8 suggests that the daily wage of 
sugarcane workers, in constant 1965 pesos, was worse in 1971-1972 
than fifteen years earlier. Because sugar harvesting is seasonal work, 
these laborers are idle for about six months a year on the average.31 
Thus, their average yearly earnings came to less than 500 pesos, in 
1965 pesos (which in 1965 was about $128). The human meaning of 
these figures was captured in an article by New York Times correspon
dent Philip Shabecoff in early 1970. It is worth quoting at some 
length.

>
For as long as he could remember, Openien Polaez worked at cutting 
sugar cane on the haciendas of Negros Island.

There has been litde joy in his life. Every day except Sunday he 
rose at dawn and spent nine hours under the equatorial sun cutting
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T a b l e  8  Daily Wages of Philippine Sugarcane Workers, 1956, 1960, 1961-1962, 1971—1972

Year Location Comment

Daily Wage 
in Current 

Pesos

Daily Wage 
in Constant 
1965 Pesos*

1956
1960b
1961-62b
1971-72

Negros Occidental Includes cost of meals and deductions 1.94
Negros Occidental Does not include meals or housing when provided 2*43
Luzon Does not include meals or housing when provided 2.67
Philippines Does not include meals; laborer must provide work 3.79

animal; average for all jobs1

2.72
3.21
3.35
2.34

aC urren t pesos divided by consum er price index for regions outside Manila. Price index o f 1957 used for 1956 (probably very close); 1961
for 1961-1962; and 1971 for 1971-1972.
bAverage hourly wage m ultiplied by average hours worked.
cRough weightings based on division o f work given in Robert E. Huke, Shadows on the Land: An Economic Geography o f the Philippines (Manila: 
Bookmark, 1963), pp. 304-308: 71% to harvesting, 6% to planting, 8% to plowing, 10% to weeding, and 5% to everything else (assumed to 
be equally divided).
Sources: For 1956 and 1960: Republic o f the Philippines, Departm ent o f Labor, Labor Statistics Division, “Wages and W orking Conditions in 
O ur Sugar Cane Haciendas in Negros Occidental,” Philippine Labor (Manila), May 1962, pp. 14, 17-18. For 1961-1962: Liwayway M. 
Calalang, “A Survey o f  Selected Conditions o f Employment in the Sugar Industry in Mainland Luzon,” Philippine Labor (Manila), Ju n e  1962, 
pp. 18-19. For 1971-1972: Journal o f Philippine Statistics, 24, no. 1 (January-M arch 1973), p. 94. Consum er price index from Central Bank, 
Statistical Bulletin, 24 (December 1972), p. 371.



the dense cane with his bolo and loading it on wagons bound for the 
mill. . ..

His earnings enabled him to buy enough rice to provide his wife 
and 12 children with one meal a day. Once in a while he could even 
afford a piece of dried fish. He and his family never had enough to 
eat, but at least they did not starve.

Now, at 54 years of age, Openien can no longer work because he 
is ill. His stomach hurts all the time, his eyes are streaked with blood 
and his close-cropped hair is turning white.

The doctors told him he must have an operation right away. They 
knew he could not afford it so they gave him a note for his 
hacendero—the plantation owner—to sign, saying he would be willing 
to defray the cost.

But, Openien told a foreign visitor, the hacendero, Abelardo Ban- 
tug, who owns 500 acres of prime sugar land, refused to sign.

“I told him I would die and my children would starve if I did not 
have the operation,” the ailing man related. “He answered, ‘Openien, 
you should have died long ago anyway.’ ” . . .

An official in the local governmental labor office—he was exiled 
from Manila because of his liberal views—asserted: “The hacenderos 
do not distinguish between their human workers and their carabao. In 
fact, they take better care of their carabao because cattle are valuable 
property and there are always plenty of workers.” . . .

It is not easy to visit the haciendas and talk with workers. The 
hacenderos do not like strangers meddling into their affairs and hire 
armed guards to keep outsiders off their property. . . .

Moreover, workers seen talking with strangers are often thrown 
off the haciendas, leaving them with no way to feed their families. .. .

Not one of the haciendas visited on a two-day tour paid their 
workers the legal minimum wage of 4 pesos—about a dollar—a day. 
Most of the planters were paying 60 cents or less.. . .

[One group of “sacadas”—migratory sugar workers—] said they 
were paid about 30 cents for each ton they cut and could net almost 60 
cents on a good day. The contractor receives a commission of 5 cents 
for each ton and charges the workers about 30 cents a day for the 
meals of rice he provides. . . .

These sacadas live in typical quarters. Six families, ranging in size 
from 5 to 12 people, sleep in a wooden barracks about 15 feet by 40.

There is nothing but the walls and floor. There are no partitions 
for privacy. There is no toilet—the people simply go in the fields. One 
water tap several hundred feet away is used by all the workers. There 
is no school for the children.

On a nearby hacienda, a man, h& pregnant wife and three chil
dren aged 10, 12 and 15 worked cutting cane in a small field. It was a 
special contract, with the man and woman getting 60 cents a day and 
the children 30 cents.
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“It is not work for women and children, that is true,” said the 
man, “but we must eat—I cannot earn enough by myself.” . . .

The hacenderos are still discharging workers who join unions as 
well as threatening the lives of organizers and workers.32

Table 9 presents data on the real income of low-income urban 
families. As already noted, there is probably underreporting of squat
ters, and thus the figures are almost certainly too optimistic. Even if 
these figures are accurate, however, in money terms (current pesos) 
over half of urban families received less than 4,000 pesos in 1970- 
1971, the level set by the Catholic church back in 1950 as the mini
mum budget for an urban industrial family of five. In real terms 
(constant 1950 pesos) the median income for all urban families in 
1970-1971 was about half the church’s figure.33 In June 1970 a law 
was passed in the Philippines raising the minimum wage to 8 pesos a 
day. At five days a week, fifty-two weeks a year, this comes to 2,080 
pesos. But the average money income of the bottom 40 percent of

T able 9 Real Per Family Twelve-Month Income of Low-Income Groups, 
Urban Philippines, 1956-1957, 1961, 1965, 1970-1971

Urban
Family
Income

Real Per Family Income 
(constant 1965 pesos)

Percent
Increase
1956-57

to

Percent
Compound

Annual
Growth

Group 1956-57a 1961 1965 1970-7 lb 1970-71 Rate

Lowest
20% 745 700 837 955 28 1.79

Lowest
40% 1,034 1,041 1,300 1,453 41 2.46

Lowest
60% 1,363 1,461 1,747 1,896 39 2.39

All urban 
families 3,310 3,684 4,405 4,151 25 1.63

aFive-sixths o f  1956 consum er price index plus one-sixth o f 1957 index used. 
bAverage consum er price index May 1970-A pril 1971 used.
Note: Percents o f  families are cumulative (see note to Table 5). Definition o f “urban” 
changed in 1965 and  1970—1971 (see note to Table 3).
Sources: Calculated from  ILO, Sharing in Development, p. 10 (urban income shares); 
NED A, Statistical Yearbook o f the Philippines, 1975, pp. 414-415 (num ber o f urban 
families), pp. 4 16-417  (urban income); Statistical Reporter, 15, no. 2 (A pril-June 
1971), p. 64 (1970 m onthly consum er price index for Manila and suburbs, converted 
to 1965 = 100); C entral Bank, Statistical Bulletin, vol. 24 (December 1972), p. 353 
(monthly consum er price index for Manila and suburbs 1956, 1957, 1961, 1965, and 
Ja n u a ry -A p ril 1971).

157



= T H E  UNITED STATES AND THE PHILIPPINES=

urban families was less than this in 1970—1971. The minimum-wage 
law does not apply to cottage industries, household service, small 
retail or service employees, or local government employees, but in 
addition it is well known that except for large firms (which are visible 
to the inspectors) employers simply ignore the law.34

Table 10 provides data on the real earnings of nonagricultural 
workers and indicates that these earnings have been declining; in

T a b l e  10  Indices of Real Nonagricultural Earnings, 1965 = 100

Year

(1)
Real Monthly 

Salaries, 
Selected Non
agricultural 
Industries3,6

(2)

Real Monthly 
Wages, Selected 
Nonagricultural 

Industries6

(3) (4)
Real Wage Rate, Real Wage Rate, 
Skilled Indus- Unskilled Indus
trial Laborers, trial Laborers, 

Manila and Manila and 
Suburbs Suburbs

1941 ____ ____ 128.0C 92.9C
1949 — — 123.5 106.6
1952 — — 112.6 103.2
1957 105.8 109.6 117.5 110.2
1958 108.2 107.3 117.7 107.2
1959 115.2 113.9 120.7 109.1
1960 116.2 114.9 115.7 104.8
1961 113.8 110.4 113.6 105.7
1962 113.7 108.6 108.7 102.9
1963 108.6 101.5 106.0 102.8
1964 102.1 97.4 99.7 95.8
1965 100.0 100.0 100.0 100.0
1966 100.3 105.3 99.6 101.8
1967 96.7 105.6 98.1 100.3
1968 99.3 103:9 103.6 109.1
1969 102.6 106.8 106.9 112.0
1970 93.5 100.0 99.3 108.5
1971 82.6 88.7 91.3 101.3
1972 81.7 90.5 86.8 97.4
“Includes executives and supervisors.
bMoney wages and salaries deflated by consum er price index for the Philippines. 
'F igures for 1941 calculated from  Bell Report, p. 16 (see Sources, below).
Note: Columns 1 and 2 refe r to actual earnings, including bonuses, overtime, etc. 
Columns 3 and 4 represent the rates stipulated for a given am ount o f work time. 
Sources: For columns 1 and 2: Central Bank, Statistical Bulletin, 24 (December 1972), 
pp. 376-377 (earnings), p. 372 (consumer price index). For columns 3 and 4: ibid., p. 
378. For 1941 figures: Report to the President o f the United States by the Economic Survey 
Mission to the Philippines, Far Eastern Series 38, D epartm ent o f State Publication No. 
4010 (W ashington, D.C.: 9 October 1950), p. 16.
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1972 they were at a point lower than two decades earlier. The fig
ures in columns 1 and 2 represent total monthly earnings, including 
bonuses and overtime. To obtain these diminished earnings, the 
typical Filipino has had to put in more hours; the average hours 
worked of employed persons outside of agriculture has increased 
more than 17 percent from 1956 to 197-1.35

There are other indications of the hardships of urban life. 
United States officials noted in the mid-1960s that for “the first time 
since the Japanese occupation, women and children are seen sca
venging garbage cans in public places.” In 1967, 9,000 children fif
teen years old and under were arrested in Manila, including 3,780 
for “obstruction,” 1,561 for “vagrancy,” 1,137 for curfew violation, 
289 for theft, 154 for gambling, and 135 for begging. A reporter 
checked with authorities and found that “obstruction” simply meant 
children peddling on the sidewalks, loitering, sleeping on the pave
ment, or scavenging.36

A biochemical survey of Metropolitan Manila in 1959 found 
91% of the sample low or deficient in serum carotene, 72% in uri
nary riboflavin, 59% in urinary thiamine, 19% in serum vitamin A, 
62% in serum vitamin C, 9% in serum protein, and 29% in hemoglo
bin. Among pregnant women the corresponding figures were 88%, 
78%, 67%, 17%, 33%, 56%, and 78%. For nursing mothers, the 
figures were 94%, 74%, 53%, 17%, 85%, 0%, and 45% respectively. 
And for children one to six years old, low or deficient levels of 
carotene were found in 90% of the cases examined, of serum vita
min A in 51%, of serum vitamin C in 44%, of serum protein in 15%, 
and of hemoglobin in 57%.37

National figures on mortality rate by income level are unavail
able, but one careful study in Cagayan de Oro, a medium-sized 
city, found the lowest-income groups to have some two and a half 
times the death rate of the highest-income groups during the years 
1958-1962.38

Then, of course, there are the squatters and slum dwellers. 
Barely a quarter of these families have toilets, and garbage collection 
is almost nonexistent. More than half have to buy their water from 
peddlers. Respiratory and gastrointestinal diseases are prevalent in 
these areas; one study in the Tondo (Manila) slum found that 87 
percent of children showed some clinical signs of malnutrition. The 
typical slum dwelling—a makeshift structure put together from dis
carded materials—is approximately six feet by nine feet and provides 
shelter for some nine people. The housing is so dilapidated and con
gested that a single fire in 1971 rendered 70,000 people homeless.39
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Finally, mention must be made of the cultural impact of neoco
lonialism on the lives of Filipinos. Poverty in general is bad enough, 
but when at the same time advertisements on all the media proclaim 
the wonders of products that the poor cannot afford, the burden 
becomes that much more difficult to bear. And when the advertising 
shifts people’s consumption patterns in ways that are detrimental to 
their health and well-being, the situation is nothing short of tragic.

There are more than one hundred advertising and public rela
tions firms in the Philippines, including subsidiaries of the American 
giants, McCann-Erickson, Grant, and J. Walter Thompson. Those 
ad firms that are not U.S.-owned nevertheless reflect the sway of 
American technique. “Having been strongly influenced by the 
American way of advertising,” a Philippine ad executive has written, 
“Philippine advertising uses the hard-sell appeal extensively.”40

In September 1966, residents of Metropolitan Manila were 
asked which print media ads they recalled from a particular week
end. Pepsi-Cola ranked first, Lux second, Palmolive fourth, Life
buoy sixth, Marlboro seventh, Tide tenth, and, though it had not 
appeared in print for the previous three months, Coca-Cola eighth.41 
What is more significant than the dominance of American brand 
names on this list is the relatively low social utility of these products.

Much of the advertising is aimed at the relatively wealthy, and 
in fact top U.S. advertisers in the Philippines use mostly English ads, 
English being the appropriate language for reaching the middle- 
and upper-income brackets.42 But the impact is felt through all sec
tors of society. A study by the International Labour Office reported 
that the “effect of the mass media is to create new wants and new 
desires, particularly among the young for whom the rural environ
ment cannot provide satisfaction, and to lead to a pronounced drift 
to the town.”43 One statistic, perhaps better than any other, reveals 
the human consequences of this drift to the town: in a study of a 
slum district of Manila, in which most of the population were immi
grants from the provinces, only 32 percent of the adults fifteen years 
old and above were found to be gainfully employed; of these, almost 
one in five worked as a “hostess”—the euphemism for “prostitute.”44
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M artial Law

In September 1972 President Ferdinand E. Marcos of the Philip
pines declared martial law. After a brief quarter century, formal 
democracy in the Philippines came to an end. The neocolonial rela
tionship, however, remained basically unchanged, with only minor 
adjustments to accommodate the new balance of power in the Pacific 
region.

By the late 1960s three factors converged within Philippine soci
ety, each one feeding the others: (1) an accelerating level of conflict 
among the different sectors of the Philippine elite, (2) an intensify
ing challenge by the Philippine masses to those in power, and (3) a 
growing uncertainty about the status of American investments.

The split in the Philippine elite was not due to any fundamental 
differences of principle. In part, it was simply a continuation of the 
seven-decade-long struggle for the spoils of political office. But it 
was increasingly fueled by the diversifying economic interests of the 
Philippine oligarchy. Though the industrial elite came by and large 
from the same families as the agricultural aristocracy, the rich could 
not agree on the best ways to serve their fortunes. Each sector of the 
elite attempted to maximize the subsidies and support it could get 
from the government.

The debate was not on the proper role of government; the oligar
chy was unanimous that government existed to defend and promote 
the interests of the rich. Rather, the controversy centered on the issue 
of who among the elite was to benefit most from government-provided 
windfalls.

Decontrol and devaluation favored exporters over those who
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produced for the local market. Government subsidies to one sector 
of the elite meant that there was that much less for other sectors. 
Government-provided credit and import licenses went to political 
favorites.1 Within agriculture, the tobacco bloc advocated high tar
iffs against American competition, while the sugar interests op
posed such tariffs (since the U.S. tobacco bloc had made it clear 
that expansion of the Philippine sugar quota in the United States 
depended upon easy entrance for American tobacco products into 
the Philippines).2

Intraelite conflict manifested itself in a number of ways. Philip
pine election campaigns—always violent—were becoming increas
ingly so throughout the 1960s. In 1969 there was a record death toll 
for a presidential election year, and in 1971 election-related killings 
reached the all-time high of 243.3 Elite rivalry also expressed itself in 
the growth of private armies. By early 1971 there were reported to 
be eighty political warlords, including six senators and thirty-seven 
representatives.4

The highest-level manifestation of elite rivalry was the conflict 
between President Marcos and Vice-President Fernando Lopez. 
Each man headed a clan of immense wealth and power. Marcos had 
married into the extremely well-to-do Romualdez family and had 
used political office to enhance his fortune manyfold. In 1963-1964 
he had reported paying average annual taxes of 8,600 pesos; by 
1968 he was the nation’s fifty-seventh largest taxpayer (188,209 pe
sos); and by 1972 he was among the top ten.5 Knowledgeable ob
servers have reported that Marcos regularly demanded to be cut in 
on the profits of local business and had important allies on the 
boards of the Philippine subsidiaries of such foreign giants as Casde 
8c Cooke and Gulf Oil.6

The Lopez family controllèd vast resources. Originally based on 
sugar, family assets by the late 1960s included public utilities as well as 
cement, insurance, and media interests. Suggestive of their wealth 
was Vice-President Lopez’s fortieth wedding anniversary in 1968; he 
imported a top American society dance band, flew in a group of 
European nobles, and guaranteed his guests that three fountains 
would keep real French champagne flowing throughout the evening.7

The Lopezes had supported Marcos in 1965 and 1969, but by 
late 1970 their feud had come out in the open as both families 
struggled to control the Philippine oil industry. Marcos accused the 
Lopez family of having financed a strike by jeepney (taxi) drivers 
against oil price hikes; Fernando Lopez denied the charge and re
signed his cabinet post as secretary of agriculture and natural 
resources.8

= T H E  UNITED STATES AND THE PHILIPPINES=
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Another arena of intraelite conflict was the Constitutional Con
vention which convened in 1971. Concon, as it was called, was to 
rewrite the 1935 constitution, which provided, among other things, 
that the president was restricted to two terms in office. This was of 
particular concern to Marcos, who was approaching the end of his 
second term. In September 1971 Marcos’s opponents were able to 
get a “ban Marcos” clause accepted (prohibiting him or a member of 
his family from holding the position of head of state or government 
under any form of government decided upon by the convention). 
Marcos, however, had more resources than his rivals. The following 
summer, with money and patronage, he was able to get Concon to 
reverse itself by a vote of 155 to 31; the earlier “ban Marcos” clause 
had had the support of 161 delegates.9

Concurrent with the intraelite conflict was an increasing opposi
tion to the elite as a whole from the rest of Philippine society. 
Though elections were sharply contested, they offered nothing to 
the masses of the population (other than money from vote-buying)— 
and people were beginning to understand this. As countless ob
servers have noted, Philippine elections have been virtually devoid 
of issues, the two major parties have been ideologically indis
tinguishable,10 and politicians have regularly switched from one 
party to the other.11 (There was an issue separating the candidates in 
1965: Marcos ran on a pledge not to send PHILCAG to Vietnam, 
but since he violated his campaign promise as soon as he won the 
election, this is hardly a meaningful exception.12) Growing popular 
disillusionment with the political system was reflected in a poll in 
1970 that showed 10 percent of Filipinos receptive to reform 
through violence. A Pulitzer Prize-winning reporter for the Wall 
Street Journal noted that “a thoroughly unscientific 1972 Manila news
paper poll [showing] elective politicians ranking twenty-seventh in 
public trust and respect, behind barbers, taxi drivers and night club 
performers [probably] captured fairly accurately the mood of a pub
lic that was strongly alienated from politicians and perhaps the state 
of the political system.”13 Indeed, one of the reasons for the escalat
ing levels of election violence was that traditional paternalism and 
even vote-buying were proving unable to assure votes for candidates 
any more. (“They take money but vote for the man they think is 
qualified,” remarked one politician.) Violence had become increas
ingly necessary to hold on to the mass electorate.14

Opposition to the elite in the late 1960s came from students, 
urban workers, the rural population, and the Muslims in the south
ern Philippines.

Higher education in the Philippines was, by 1960, no longer the
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monopoly of the ruling class. Between 1949—1950 andH)60—1961 
the enrollment at private colleges'andf universities grew ninefold, 
while the population as a whole grew less than 50 percent. Jn  1960- 
1961, 10 percent of the college-age population was enrolled in pri
vate degree-granting institutions of Higher education.J5 The size of 
the collège population shows that the students were not-drawn ex
clusively from the few families of great wealth^And higher educa- 
tion did not necessarily, prepare.it^graduate^fw dem 
in society. In 1961* yNESCO estimated that some 35,000 Philippine 
allege., Ä l^at a
commercial employment sçrviç.ç fQr tempprary .officeworkers had 
raised its minimum requirements for secretarial applicants in Manila 
to. two completed years of college and.was seriously considering.rais-

In 1964 a radically oriented group, Nationalist Youth (KM), was 
formed, based on students and young working adults. Within a few 
years it had a membership conservatively estimated at several thou
sand, with many additional sympathizers.17 The war in Vietnam, and 
Philippine participation in it, increased student activism. In 1968 a 
Maoist Communist Party of the Philippines was organized.18 Student 
militance reached a peak in early 1970, when massive demonstra
tions were held in Manila. One journalist reported, “Besides the 
United States, just about everything else connected with the govern
ment and big business here has come under fire.”19 Some of the 
demonstrations resulted in huge clashes with police, and several pro
testers were killed.20

At the same time, strikes in the Philippines were occurring at a 
growing rate. From 1947 to 1955 there were an average of 34 
strikes a year; from 1957 to 1961 there were 56 a year; and from 
1964 to 1968 the figure had risen to 108 a year.21 Radicalism 
among Philippine unions was increasing and activist students joined 
with workers in strikes and demonstrations. In 1970 striking to
bacco workers and jeepney drivers joined and were supported by 
protesting students. Peasants calling for land reform also partici
pated in the demonstrations.22

Peasant unrest manifested itself as well in increased levels of 
activity by groups popularly referred to as the Huks. By the late 
1960s there were three rival groups, of armed dissidents operating in 
Central Luzon. One, under Commander Sumulong, controlled the 
rackets in and around Angeles City (near Clark Air Base) and had 
negligible ideological commitment. A smaller group, the People’s 
Army under Commander Diwa, had ties with the Moscow-oriented 
Communist Party of the Philippines. And the third and largest
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group, the New People’s Army (NPA), was linked with the Maoist 
Communist Party.23 By the early 1970s the NPA was in control of 
most of the municipalities of Isabela province (according to official 
government sources) and the government was responding with air 
strikes.24

On top of all this, the government faced a situation of growing 
disorder from the Muslim population in the southern Philippines. 
The roots of this conflict are exceedingly complex; suffice it to say 
here that the desire of the Muslim minority for cultural and some
times political autonomy conflicted with the efforts of Christian poli
ticians and businesspeople to exploit for their own benefit the 
resources of the south, and conflicted as well with the influx of 
Christian setders to the less densely populated southern regions. 
Intercommunal warfare and clashes with the Philippine Constabu
lary raged intermittently.23 In 1966 a U.S. AID survey found peace- 
and-order conditions on Jolo, the main island of the Sulu Archipe
lago, exhibiting “a retrogression to the pre-1914 period.” In the first 
eight and a half months of the year, forty-four engagements were 
fought by the Constabulary there. In mid-1971, the governor of 
Cotabato claimed that 800 persons had been killed and 2,000  homes 
burned in his province since the previous November. And at the end 
of 1972 Marcos stated that about 3,000 people had been killed in 
Muslim-Christian violence in the past two years and that there were 
more than 500,000 refugees from the fighting.26

The widespread opposition to the elite was fed by the intraelite 
conflict. Some politicians tried to ride the crest of mass discontent, 
and some even lent assistance to dissidents, hoping to turn turmoil 
to their own advantage. Sugar interests are thought to have helped 
promote anti-Americanism as far back as 1958, so as to discourage 
U.S. policymakers from taking Philippine friendship for granted 
when considering revisions of the sugar quota.27 Some industrialists 
are suspected of backing dissidents so as to encourage U.S. investors 
to sell their assets at bargain prices.28 The government too contrib
uted to the mass unrest: armed goons, dubbed ‘‘the Monkees,” are 
generally assumed to have been set up by the Philippine Constabu
lary to murder Huks and their sympathizers, and in 1969 the gov
ernment reportedly was tolerating the Sumulong Huks so as to have 
a buffer against the NPA.29

The third factor contributing to the Philippine crisis of the early 
1970s was the growing uncertainty about the status of U.S. invest
ments. The Laurel-Langley Agreement was due to expire in 1974, 
and with it the preferred position U.S. citizens enjoyed in the Philip
pines over all other foreign nationals.
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Article VI of the Laurel-Langley Agreement gave Americans 
“parity” with Filipinos in exploiting Philippine natural resources and 
public utilities until 1974; article VII gave U.S. citizens equal treat
ment with Filipinos in all other business activities. The former was 
no longer of prime importance to U.S. policymakers. The ill feeling 
generated by having forced a prostrate Philippines to amend its 
constitution in order to receive full war damage compensation made 
article VI a serious liability to U.S. interests, and in any case most 
U.S. investments were no longer in the “parity” sectors of the Philip
pine economy but in manufacturing. Article VII gave more general 
protection to U.S. capital, though often in public discussion article 
VI alone was referred to as the “parity” provision.

In 1965 and 1966, U.S. officials stated publicly that they had no 
intention of asking for a renewal of “parity”—article VI; they did 
not specify their attitude toward article VII. They did, however, 
indicate that in their view rights acquired under article VI prior to 
1974 would continue, that is, that natural resources acquired before 
1974 could be owned after that date.30 The concern here was prima
rily with the land upon which most U.S. enterprises stood. Philip
pine courts had been treating such holdings as “private agricultural 
land,”31 and it was solely by virtue of “parity” that Americans were 
permitted to own more than 40 percent of such land.

In late 1967 a joint U.S.-Philippine panel met for the first round 
of talks regarding a replacement for the Laurel-Langley Agreement. 
The panel’s report stated, in part, “With the exception of certain 
areas, such as natural resources, public utilities, and retail trade, 
where most favored nation treatment should be accorded, the two 
groups believe that a provision according national treatment can be 
worked out.”32 As Philippine Senator Lorenzo Tanada correctly ob
served, this represented an acceptance by the Filipino members of 
the panel of the U.S. position, namely, that article VI should be 
permitted to lapse, but not article VII.33

The Philippine negotiators were accommodating on this matter 
because they were hoping for a concession in turn from the United 
States: continued preferential access to the U.S. market for Philip
pine goods. The U.S. members of the panel, however, stated that 
they could not take a position on this at the time because U.S. trade 
policy with respect to the Third World as a whole was under com
prehensive review.34 '

Some differences remained between the negotiators on the issue 
of U.S. investments. The Filipino members of the panel took the 
position that all U.S. ownership of private agricultural land would 
cease in 1974 (although leases would remain valid throughout their
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term). The negotiators agreed that the issue required a legal resolu
tion and suggested that a declaratory judgment be sought as soon as 
possible.35 There was disagreement as well on the question of 
whether “national treatment” required nondiscrimination in extend
ing tax incentives.36

Another point of contention—and this had been a cause of dis
pute for years—involved the definition of “retail trade.” A 1954 law 
had provided that within ten years retail trade was to be “national
ized” (i.e., restricted to Filipinos). Various Philippine courts had 
ruled that, despite the Laurel-Langley Agreement, U.S. firms were 
included by the law and, moreover, that all end-use sales constituted 
retail trade. (For example, if an oil company sold fuel to a factory 
for its own use and not for resale, this was to be adjudged retail 
trade.) Higher courts had reversed both these interpretations, but 
the latter issue was not fully resolved, and U.S. firms were con
cerned about future judicial renderings of the term “retail trade.”37

All these uncertainties were exacerbated by the other conflicts in 
Philippine society. Although student protests were hardly at the point 
of overthrowing the state, American businesspeople could not be en
couraged by the frequent demonstrations and attacks upon the U.S. 
embassy. The incidence of strikes was significantly higher at foreign 
than Filipino firms. And though U.S. executives believed that “some
how, the Philippine authorities always come around to adopting a 
pragmatic approach,”38 the lengths to which Philippine nationalist 
rhetoric went in public could not but be somewhat disconcerting. One 
American analysis, for example, expected the Constitutional Conven
tion to advocate moderate treatment of foreign investment but ne
vertheless considered the outcome of Concon’s deliberations to be 
“unpredictable,” given the pressures that street demonstrations might 
exert on the convention.39

It is important to emphasize that U.S. investments in the Philip
pines remained extremely profitable. A representative of a U.S. 
bank had reported back in 1948 that American companies had 
planned their investments in such a way as to recoup their capital by 
1974. United States Commerce Department figures are incomplete, 
but they show that from 1957 to 1972, $216 million was transferred 
from the United States as direct investments in the Philippines; over 
this same period, $470 million was repatriated to the United States 
as profits from direct investments in the Philippines—and this does 
not include royalties or the various types of transfer-pricing that are 
known to increase the levels of repatriated capital from the Philip
pines to the United States.40 Moreover, a considerable number of 
U.S. companies did not view the end of the Laurel-Langley Agree-
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ment as a serious obstacle to their operations. In mid-1972 it was 
reported that a U.S. embassy survey of American firms accounting 
for over half the U.S. direct investment in the Philippines found that 
the firms had intended to invest over a quarter of a billion dollars in 
the Philippines from January 1971 to December 1973.41 Even if the 
U.S. firms could not own land, they knew there were a variety of 
ways that they could continue to do business in the Philippines, with 
Philippine government approval; for example, they could transfer 
the title to their land to the company provident fund and then lease 
it back.42 With a few exceptions, some of which might in fact reflect 
deceptive transfer-pricing, U.S. firms had growing sales and earn
ings in 1971 and the first half of 1972.43

Nevertheless, it is clear that the prevailing uncertainty lessened 
the appeal of the Philippines as a place for U.S. corporations to do 
business. Various surveys and business voices rated the Philippines 
as one of the least attractive countries in Southeast Asia in which to 
invest and as the worst place to establish a regional headquarters.44 
The Philippine government’s decision in 1971 to deny oil explora
tion special investment incentives and Congress’ refusal to pass an 
administration “Oil Exploration” bill did not help matters. Congress 
also blocked approval of a Treaty of Amity, Commerce, and Naviga
tion with Japan, a prerequisite to stepped-up Japanese business ac
tivity in the Philippines.45

In the summer of 1971 a series of events took place that fore
shadowed the declaration of martial law a year later. During a Lib
eral party (anti-Marcos) rally in Manila on August 21, two grenades 
were tossed at the speakers’ platform. The eight Liberal party sena
torial candidates were injured, nine other people were killed, and 
dozens more injured. Marcos promptly suspended the writ of habeas 
corpus and proceeded to arrest* various left-wing figures. Thirty-six 
hours later, Marcos announced—for the first time—that he was sus
pending the writ. He blamed the bombing on “desperate forces of 
an alien ideology [whose] conception of God and religion, whose 
notion of individual rights and family relations, and whose political, 
social and economic precepts are based on the Marxist-Leninist- 
Maoist teachings and beliefs.”46 This was hardly a realistic attribution 
of blame, given that the Maoists had been criticized by the Moscow- 
oriented elements of the Left for giving too much support to the 
anti-Marcos Liberal party.47 In any >case, Marcos asserted that the 
perpetrators of the crime were in custody. However, forty days later 
the responsible party had not yet been found. And when five fur
loughed convicts were formally charged with the crime in 1972, no 
evidence was presented as to who was behind them, and observers
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criticized the legal proceedings, claiming that the defense counsel 
seemed to side with the prosecution.48 Noteworthy was the attitude 
of the foreign business community to the suspension of the writ of 
habeas corpus: the consensus seemed to be that it hardly affected 
them at all. As the chief executive of one U.S. subsidiary explained, 
“We are not in the business of rebellion—so why should it affect 
us?”49

If in 1971, U.S. corporations thought they had reason to be 
indifferent to democratic forms, a year later they had cause for 
downright hostility. Two decisions were handed down by the Philip
pine Supreme Court in August 1972, both of them extremely harm
ful to U.S. economic interests. The first of these was the Quasha 
decision. William Quasha, an American lawyer resident in the Philip
pines who owned “private agricultural land,” had asked the Philip
pine courts for a declaratory ruling on whether his ownership rights 
to the land would continue after 1974. A lower court had ruled in 
Quasha's favor—that is, that he could indeed retain title—and this 
was expected to be upheld by the Supreme Court.30 In a surprise 
ruling, however, the high court held not only that ownership rights 
did not extend past 1974 but that U.S. ownership of private agricul
tural land between 1946 and 1974 also had been illegal.51 American 
firms now had visions of their lands being confiscated by the Philip
pine government or repossessed by the former owners, visions that 
were not discouraged by the calls for confiscation coming from na
tionalist circles. In 1972, U.S. corporate landholdings in the Philip
pines amounted to 17,300 hectares (43,000 acres).52

The second Supreme Court ruling affecting U.S. investment 
was the Luzon Stevedoring Corporation case (Lusteveco). The court 
held that firms in sectors of the economy reserved to Filipinos could 
not have foreigners as directors or as top management personnel. 
Applicable to Americans after July 1974, this ruling would prevent 
U.S. firms from using a management contract as a way to control 
minority-held subsidiaries.53

Marcos promptly tried to reassure U.S. investors that there 
would be no confiscation without just compensation following the 
Supreme Court rulings,54 but they were not so easily calmed. Mar
cos, however, had been building up for a decisive step, one that he 
hoped would in a single stroke end elite conflict, crush opposition to 
the elite, and reassure U.S. investors. In the preceding months, a 
number of bombings had taken place in Manila. Marcos charged 
that this was the work of communist subversives; the only appre
hended suspects, however, were a Philippine Constabulary explo
sives expert and an ex-convict, who were allegedly trying to extort
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money from a department store.55 Many knowledgeable sources sus
pected Marcos of having engineered most of the bombings himself.56 
On September 22 there was an unsuccessful assassination attempt 
against Secretary of National Defense Juan Ponce Enrile, and the 
next day Marcos declared martial law. All serious observers agree 
that the attack on Enrile was staged by Marcos, a view substantiated 
by the later revelation that the declaration of martial law had been 
signed on September 21.ol

Marcos immediately moved to imprison his opponents. The 
ever-inventive Carlos P. Romulo, the Philippine foreign secretary, 
announced that persons were being held to protect them from possi
ble harm from insurgents. In the first few weeks of martial law, 
some 30,000 people were arrested. In 1975 Marcos told Amnesty 
International that altogether 50,000 people had been arrested and 
detained up to that time. Many detainees were later released, al
though in May 1975, 6,000 still remained in detention, virtually all 
held without formal charge or trial.58 The early arrests included, in 
addition to suspected leftists, prominent politicians and journalists 
who had opposed Marcos. Amnesty International reported that tor
ture was “widespread, systematic and severe,” and even a few deaths 
have been reported.59

Marcos drastically curtailed civil liberties. The Philippine press, 
often called the freest in the world, had in fact always been tightly 
controlled by members of the elite. But the dynamics of elite compe
tition had permitted a wide range of views to be expressed. Now, 
under martial law, the media became the private preserve of one 
elite family and its loyal supporters. The media, acknowledged the 
U.S. State Department, are “essentially controlled.”60 Freedom of 
speech and assembly were proscribed, and the right to strike was 
suspended. “Rumor-mongering” was made a crime. In August 1973 
a presidential decree established a compulsory registration system 
whereby all citizens were to have a reference number and national 
reference card.61

Marcos effectively abolished Congress,62 rendered political 
parties inactive,63 and demanded undated letters of resignation from 
members of the judiciary.64 Various referendums were set up to 
allow the people to approve both mardal law and a new constitution, 
written largely by Marcos.65 In the first referendum, voting was by 
show of hands, and in all the referendums there were numerous 
reports by foreign correspondents of government intimidation and 
falsified results. A high-level defector from Manila testified before 
the U.S. Congress about his role in rigging the voting figures. In one 
referendum, according to Philippine military authorities, 85 percent
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of all prisoners confined in military detention centers voted yes.66 It 
is not surprising that Marcos’s continued martial law rule received 
overwhelming approval in such referendums. Provisions of the new 
constitution permitted Marcos to remain in power indefinitely and 
to remove at will government officials and judges.67

In his proclamation of martial law, Marcos explained that this 
was his only alternative to save the country from communist—spe
cifically Maoist—subversion. As a British business source com
mented, “This argument deserves the chorus of skepticism it has 
met.”68 There was certainly widespread unrest (as reviewed above), 
but it was far from threatening the overthrow of the government. 
Marcos cited a Philippine Senate report of September 1971 to but
tress his case about the strength of the New People’s Army, but he 
did not quote the conclusion of the report, which stated that there 
existed “no clear and present danger of a Communist-inspired in
surrection or rebellion.”69 Nor did he announce the estimate given 
by Philippine generals to the Philippine National Security Council 
just three days before martial law: that the internal security situation 
was no worse than it had been for years.70

Marcos’s claim that Philippine communists were acting for some 
foreign power did not impress most observers.71 His evidence was a 
shipload of arms allegedly found by the Philippine Constabulary off 
Isabela province. But even before the “find,” Marcos’s political rival, 
Senator Benigno Aquino, Jr., had charged that weapons had been 
secretly bought by Marcos to be later unearthed as a justification for 
declaring martial law.72

Martial law was moderately successful in suppressing the legal 
forms of popular discontent—the abolition of civil liberties accom
plished this. But illegal dissent—in particular that of the NPA and the 
Muslims—was exacerbated rather than crushed. In part this was 
because opponents of the status quo no longer had any but extralegal 
means by which to register their opposition. In part it was because of 
declining living standards, which will be discussed below. And in part 
it was due to the increased levels of brutality that the government 
employed against dissidents and the population in general. For ex
ample, the Philippine Armed Forces forcibly relocated some 50,000 
residents of Isabela province in order to isolate the 500 NPA mem
bers claimed to be operating there. (This maneuver began before 
martial law, but local politicians had been objecting; after martial law 
these local officials were found to be more cooperative.) Prior to 
martial law NPA activity was confined to Isabela province. Two years 
later they were active in Panay, Negros, Samar, Sorsogon, Quezon, 
Bicol, Nueva Ecija, and Mindanao. And this was not, as the Philippine
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government claimed, the result of the NPA being routed from Isa
bela, for that province remained an NPA stronghold. Moreover, since 
little effort was made to ease the plight of those relocated from Isa
bela, one can assume that the NPA mass base grew considerably.73

In the southern Philippines, stepped up government military op
erations had much the same effect. In February 1974 the government 
unleashed massive firepower upon the town of Jolo in order to “free 
it” from the control of Muslim rebels. Hundreds were killed and tens 
of thousands rendered homeless. “We should have taught these 
people a lesson a long time ago,” said Secretary of National Defense 
Enrile. “We have been too easy on them.”74 With this approach it was 
not surprising that although martial law was supposedly declared 
because some 3,000 people had died in southern violence in 1971 and 
1972, more than this number were killed in the first year of martial 
law alone (according to government figures.)75

In addition to the need to combat subversion, Marcos gave a 
second reason for declaring martial law: the need to reform Philip
pine society, to establish what he called his “New Society.” Given the 
fact that Marcos himself was a prime contributor to and beneficiary 
of the ills of society that he claimed needed reforming, there was 
considerable reason to doubt his reformist zeal. And the record of 
accomplishment of Marcos’s “New Society” confirmed the prima facie 
doubts.

To begin with, many of the reforms were not reforms at all but 
manifestations of Marcos’s victory in the intraelite struggle. Thus, 
when Marcos announced that he was going to curb the power of the 
“oligarchs,” in practice this meant selectively attacking his political 
rivals; in particular, the Lopez economic empire was taken over 
(through extortion) by the Marcos economic empire. In general, the 
oligarchs remain, the “main body of the big rich operate as before.”76 
The disbanding of the private armies meant that the instruments of 
coercive power were taken from Marcos’s opponents while the larg
est army—the Armed Forces of the Philippines—remained under 
his personal control. Top leaders of the AFP were directly loyal to 
Marcos; at the head of the Constabulary was Fidel Ramos, a close 
relative.77 By mid-1974 the size of the AFP was about two-thirds 
greater than before martial law; by early 1977 it was more than twice 
as large. In May 1973 Marcos decreed the first military draft in the 
Philippines’ independent history. Moreover, the government took 
steps to merge all local police forces into a national force, further 
centralizing the means of coercion in Marcos’s hands.78

In the early days of martial law, there was a noticeable decline in 
the crime rate. This was not surprising, given the curfews and the
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military patrols. But equally unsurprising, since the “New Society” 
did not deal with any of the root causes of criminality, the crime rate 
was soon reported to be up to its previous levels. The Philippine 
press, however, now reported crimes only after they were solved.79

Marcos claimed that under martial law corruption would be 
eliminated, and he ordered a widely publicized firing of some civil 
servants. However, since half of all appointive officials had been ap
pointed by the Congress (as provided in a formal executive-legislative 
agreement), there is the suspicion that most of those fired by Marcos 
were the patronage appointees of his political adversaries. Marcos was 
clearly not opposed on principle to patronage and nepotism: among 
the many members of his family appointed to high positions was his 
wife, Imelda Romualdez Marcos, whom he made governor of the 
greater Manila area in 1975. Observers have reported that the cor
ruption formerly associated with politicians has been taken over by 
Marcos’s inner circle and the military.80

The one reform upon which Marcos declared his willingness to 
have his whole “New Society” judged was land reform. On paper his 
land reform program left much to be desired: compensation levels, 
especially for the larger landlords, were to be on the generous side,81 
and various exclusions severely restricted the number of potential 
beneficiaries. Only tenant farmers on rice or corn lands of more 
than seven hectares were to receive land, thus excluding landless 
laborers, tenants working other crops (more than 20 percent of ten
ant families), and those on smaller plots of land (estimated at 56 
percent of tenants).82 In actual practice, however, the land reform 
has not come close to its paper promise. A number of categories of 
landlords owning between seven and twenty-four hectares of ten
anted land were exempted from the land transfer, reducing the 
number of tenants affected by almost half.83 Moreover, landlords 
evicted tenants, switched crops, subdivided their holdings, mort
gaged their lands to corporations not covered by land reform, or 
took advantage of innumerable administrative delays. Marcos re
pealed a law which prohibited foreigners from growing food crops, 
and the wage laborers on these new rice plantations were excluded 
from agrarian reform .84

Many of these difficulties might not have been insurmountable 
had the peasants possessed strong autonomous organizations with 
which to press their rights. But as pkrt of the martial law “reforms,” 
peasant organizations were purged of their independent elements, 
while the barrio associations that replaced them were, in the words 
of a study for the International Labour Office, “essentially an arm of 
the Government.”85
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The Department of Agrarian Reform claimed that at the end of 
1975 land-transfer certificates had been printed in the name of 
200,000 tenants out of the total 285,000 eligible under the redefined 
program. But the printing of a certificate does not mean that the 
tenant has received it—a U.S. land reform adviser esdmated that less 
than half have actually reached the farmers—and, in any event, the 
certificate is not a deed or title to the land but merely verifies that 
the tenant is in fact tilling the land.86 As of late 1977, only 4.6 
percent of rice and corn tenants could be said to own their land. A 
seminar organized by the Rand Corporation and funded by AID 
concluded that “the agrarian reform program in the Philippines has 
not fulfilled its initial goals and, in fact, is a failing program.”87

These, then, have been the reforms of the “New Society.” Mar
cos has been determined, however, that what the reforms lack in 
accomplishment would be made up for by the public relations ef
forts of the government. To this end, the open propaganda budget 
of the Marcos administration went from 3 million pesos to 68 million 
pesos in the first eighteen months of martial law.88

In the first few years of martial law, there was considerable 
aggregate economic growth in the Philippines, but the general con
sensus has been that while the rich have been getting richer the poor 
have been staying poor. Although the prices of export crops rose 
sharply on the world market, the workers on sugar and other planta
tions experienced no improvement.89 And in real terms, since there 
was a tremendous price inflation, the living standards of the average 
Filipino plummeted. Unskilled laborers in the Manila area suffered 
a decline in real wages from an index of 112.0 in 1969 (1965 = 100) 
to 90.4 in 1973 and to 72.5 in 1974. For skilled laborers, the corre
sponding figures were 106.9 in 1969 (again, 1965 = 100), 82.8 in 
1973, and 67.2 in 1974. With strikes and demonstrations illegal, 
there were widespread reports of violations of the minimum wage 
laws and of workers being dismissed for union activities.90 The 
World Bank reported a decline in the per capita availability of calo
ries in 1973 and 1974 and a deterioration in the quality of the diet.91 
At the same time, however, the return on equity for the 1,000 larg
est Philippine corporations went from 12.9 percent in 1968—1972 to 
18.3 percent in 1973-74.92

Manila's response to declining living standards was to widely 
advertise abroad the fact that “prevailing wages are much lower than 
those customary in neighbor-countries” and that “the restoration of 
social order has resulted in a new era of industrial peace.” Marcos 
told a meeting of international bankers in Manila that the export
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sector of the economy would not be jeopardized by a too rapid rise 
in wages. Skilled labor in the Philippines, the government told for
eign investors, “stands out as a tremendous bargain.” And this was 
not idle boasting. In mid-1973 the earnings of a Philippine secretary 
were 15 percent lower than in the next-lowest-paying Southeast 
Asian country; accountants received 13 percent less, and mechanical 
engineers 50 percent less.93

In fact, it was toward foreign investors that the only real “New 
Society” reforms were directed. The Quasha and Lusteveco rulings 
were overturned, first by executive decree and then by the new 
constitution. American firms were given until May 1975 to submit 
divestment plans for their land, and the government explicitly ruled 
out confiscation proceedings against those firms that did not submit 
plans on time. With the final expiration of the Laurel-Langley 
Agreement, U.S. firms adjusted without major problems and were 
reported to be doing well in the new situation.94 The oil exploration 
bill that had been stalled in Congress was passed by presidential 
decree in October 1972, and two months later an amendment was 
enacted in order “to provide more meaningful incentives.” The leg
islation was “considerably more liberal than any Indonesian oil con
tract,” and First National City Bank called the terms “the best possi
ble package of incentives.” This was not surprising given that Marcos 
had told U.S. oil executives, “Well pass the laws you need—just tell 
us what you want.”95 (Following the oil embargo and OPEC price 
hikes of late 1973, the Philippine government took a role in the oil 
industry, but the “ownership structure of petroleum production . . . 
is still much dominated by multinationals.”96)

Laws were passed opening up commercial banks to foreign in
vestment, guaranteeing repatriation of capital and profits, liberaliz
ing remittances of royalties, reducing tax liabilities, easing entry and 
clearance requirements for multinational executives, and making 
Manila the most attractive Asian site for corporate headquarters. 
Marcos issued a decree defining retail trade in a manner favorable 
to foreign investors, promulgated a commercial treaty with Japan, 
and opened up a large number of new areas of the economy to 100 
percent foreign investment.97

To enhance Manila’s appeal to foreign businesspeople and tour
ists, a crash program of luxury hotel construction was undertaken 
with government funds, despite the desperate shortage of housing 
for Filipinos. Imelda Marcos initiated a “beautification” campaign 
that included the forcible dumping of urban squatters in the coun
tryside so that the squalor of their settlements would not offend 
tourists. And government estimates put the number of prostitutes
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working in licensed establishments in Manila at 100,000, more than 
one out of every twenty-five female residents of the city.98

As might be expected, foreign investors were ecstatic with mar
tial law. The American Chamber of Commerce in Manila sent a 
cable to Marcos wishing him “every success” in his endeavors.99 Busi
ness sources were nearly unanimous in praising the improved invest
ment climate; it had come full circle, remarked the head of Mobil’s 
Philippine subsidiary, “from an atmosphere of hostility to one of 
genuine hospitality.” “The most encouraging aspect of President 
Marcos’s assertion of one man rule,” a correspondent for the New 
York Times reported, “has been the disappearance of the anti-foreign 
feeling that had been mounting in the press and the Constitutional 
Convention in the year preceding the proclamation of martial law.” 
Executives noted too that they no longer had demonstrations or 
strikes hampering their activities.100 In this heady atmosphere, for
eign firms, including American firms, dramatically increased their 
investments in the Philippines. Foreign banks extended new loans to 
the Philippine government and helped roll over old debts.101

What remains to be examined is the U.S. role in martial law. 
Any final discussion of this matter must await the opening of the 
relevant archives. Nevertheless, some general observations can be 
made.

Two alternative hypotheses seem inconsistent with the available 
evidence. One hypothesis is that the initiative for martial law came 
from the United States. This view, however, ignores the reservations 
that American policymakers must surely have had about martial law, 
for despite the fact that in private U.S. officials had little regard for 
Philippine democratic institutions, and despite the fact that they 
found the situation prevailing prior to September 1972 to be desper
ate, martial law did not provide the ideal solution from Washington’s 
point of view. In the quarter century since 1946, the United States 
had publicly invested much rhetoric in its Philippine “showcase of 
democracy.” Martial law meant the abandonment of this investment. 
More important, Marcos was not a very reliable instrument of U.S. 
policy. His first loyalty was not to the United States (or to the Philip
pines) but to himself, and this meant that U.S. officials always had to 
worry about higher bidders for his favor, Filipino or foreign.102 A 
related problem was that regimes with a single dictatorial ruler inevi
tably face the uncertainty of what will happen in the event of the 
dictator’s death. And finally, martial law had the potential to turn 
even those Filipinos who were friendly toward the United States to 
an increasingly oppositionist stance—the Catholic church being the
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most dramatic example. To some U.S. officials the specter of con
verting a bad situation into a catastrophe must have been frighten
ing. So although most U.S. officials supported martial law, there was 
always underlying concern. And although Washington was publicly 
uncritical of what occurred in the Philippines (while vaguely criticiz
ing, for example, the dictatorial developments in South Korea), mar
tial law was not extolled as Philippine “democracy” had been on 
countless earlier fourths of July.103

A second hypothesis that even more clearly cannot be supported 
by the evidence is the contention that martial law represents a break 
with the United States and an espousal of Philippine nationalism. 
Advocates of this view commonly point to Marcos’s expanding ties 
with China and the Soviet Union and his militant statements regard
ing the U.S. bases.

Philippine moves to open diplomatic relations with China and 
the Soviet Union, however, began before rather than after martial 
law.104 And far from indicating a split with the United States, these 
Philippine moves were fully consistent with U.S. policies with respect 
to the Communist powers. The United States had, of course, estab
lished relations with the Soviet Union four decades earlier, and Mar
cos’s trip to China followed Nixon’s by three years. Revealing in this 
regard was a 1949 exchange of telegrams between the U.S. ambassa
dor to the Philippines, Myron M. Cowen, and Secretary of State 
Dean Acheson at a time when the United States was considering 
recognition of the Peking government. Cowen urged Acheson that if 
the United States decided to recognize China the Philippines be told 
beforehand.

We feel Philippine Government in preserving common front with U.S. 
by postponement recognition has earned right expect this courtesy 
from U.S. which would enable it announce its decision regarding recog
nition in advance of U.S. should it wish to do so. If Philippine Govern
ment finds itself in position where it feels impelled accord recognition 
at same time as U.S. or immediately thereafter it would be put in posi
tion suggesting absence true independence and it might be less likely 
cooperate with us when we next feel need Philippine support.

Acheson cabled back his agreement: “Dept sympathetic Phil Govt 
desire avoid appearance folflow] U.S. lead in this matter.”105

With the U.S. defeat in Indochina and the shifting balance of 
power in the western Pacific, it was no longer useful to the United 
States for the Philippines to engage in such theatrics as denying 
entrance visas to a Yugoslav basketball team.106 This kind of thing 
discredited the Philippines in Asian and world opinion as a puppet
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of the United States—a situation advantageous neither to Washing
ton nor to Manila. To the United States, what is important is not 
subservience to the point of caricature but cooperation on such fun
damentals as investments and military bases.

On the question of the bases, nationalist sentiments had always 
poured out of Malacanang (the Philippine presidential palace), but, 
as U.S. policymakers realized, Philippine officials had no intention 
of getting rid of the American installations. The bases provided the 
Philippines with employment and foreign exchange, factors that 
could not lightly be ignored by a government unwilling to undertake 
fundamental social reform. The militant rhetoric was aimed at most 
at getting a better price for the bases.107 Rather than viewing martial 
law as an impediment to U.S. strategic interests in the Philippines, 
Washington considered the absence of a Congress in which speakers 
tried to outbid one another in nationalist rhetoric as a real advantage 
to the United States in any negotiations that might take place re
garding the bases.108

And sure enough, when the bases agreement was amended in 
January 1979—by an exchange of notes not requiring the approval of 
the U.S. Senate—the United States recognized Philippine sovereignty 
over the bases, the Philippines assured the United States “un
hampered military operations involving its Forces in the Philippines,” 
and President Carter concurrently pledged to make his best effort to 
obtain $500 million in military and security-supporting aid over the 
following five years. United States State Department and Pentagon 
officials were “fully satisfied that U.S. operations will not be im
paired” by the terms of the amendment.109

If the United States had really viewed martial law as opposed to 
its interests, it only had to refuse to give Marcos military and eco
nomic aid to render martial law untenable. This the United States 
clearly did not do. On the contrary, aid was stepped up. Despite its 
reservations, the United States decided to back Marcos and his mar
tial law regime to the hilt.

United States military assistance to the Philippines went from 
$80.8 million in the four fiscal years 1969—1972 to $166.3 million 
in the succeeding four fiscal years, 1973—1976—a huge leap even if 
one takes inflation into account. Military grant aid increased about 
12 percent in this period, but excess defense articles more than 
tripled, ship transfers (especially useful for combating the Muslims 
in the Sulu Archipelago) increased more than tenfold, and foreign 
military sales credits went from zero to $39.6 million.110 Moreover, 
during the first year of martial law, U.S. military aid already in the
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pipeline (i.e., authorized but not yet delivered) was speeded up.111 
JUSMAG has continued to provide advice to the Philippine Armed 
Forces, and the United States still trains Philippine military 
personnel.112

United States officials, in testimony subsequently made public, 
stated that the purpose of the military aid was to promote internal 
security, to protect the U.S. bases by preserving stability, to help 
maintain the U.S.-Philippine military partnership in Southeast Asia, 
to give the Philippines the capability of deploying limited forces 
within the SEATO area, and “deleted.” There was general agree
ment in Washington that the Philippines did not face a credible 
external threat. The Departments of State and Defense asserted that 
economic aid could not be substituted for the military aid because, 
among other things, this would reduce the Philippine government’s 
ability to maintain law and order. And a study of the weapons and 
weapons systems delivered to the Philippines since the imposition of 
martial law has concluded that they have been especially suited for 
counterinsurgency operations.113

In 1975 a State Department official testified that since the U.S. 
military assistance program to the Philippines had been in existence 
for three decades, he could not understand how a continuation of 
this long-standing program “now constitutes ‘intervening in the do
mestic affairs of the Philippines.’ ”114 This point is well taken. United 
States military aid has always been a mechanism for intervening in 
the internal affairs of the Philippines.

In 1973 William H. Sullivan, one of the principal architects of the 
U.S. air war in North Vietnam and Laos, was appointed American 
ambassador to the Philippines. Sullivan had shown himself capable of 
ordering counterinsurgency operations of considerable brutality and 
of lying to hide the truth about these operations.115 His assignment to 
Manila was indicative of the importance Washington attached to the 
Philippine situation and of the skills Washington felt useful for its 
chief envoy to the martial law regime. Behind Sullivan was a U.S. 
embassy staff of which four of the ten political officers had served in 
postescalation Vietnam; another had served in Laos, and another was 
a “public safety” adviser for AID.116

A new AID program in the Philippines, the Provincial Develop
ment Assistance Project, was instituted, under which U.S. civilian 
advisers were attached to Philippine provincial chiefs in areas of 
insurgency. Sixteen U.S. officials were initially involved, of whom 
eight, including the two in charge, had been rural pacification op
eratives in Vietnam.117

A number of sources have reported the presence of U.S. mili-
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tary personnel directing antidissident operations. This has been de
nied by U.S. and Philippine officials.118 Green Berets conducted ten 
civic action exercises in the Philippines between late 1970 and mid- 
1974, six of them since martial law. United States officials claim that 
these were not fully qualified Green Berets, that the operations were 
training exercises, and that areas of insurgency were avoided. It is 
known that at least the last of these claims is untrue.1,9 It further 
seems that Philippine aircraft which attacked NPA positions in Isa
bela province were based at Clark Air Field.120

United States economic aid to the Philippines also rose sharply 
the year following the imposition of martial law.121 As before, much 
of the economic assistance was suspiciously military in character. For 
example, some planes provided to the Philippines as part of the U.S. 
economic aid program were outfitted with machine guns, and others 
were used to ferry troops to fight Muslim rebels. But a Philippine 
official explained that it was all a matter of semantics, since the 
Philippine government considered “peace and order” part of its de
velopment program.122 The public safety program provided advice 
and equipment to the police forces of the martial law regime in its 
first year. Six of the eight advisers were veterans of post-1965 Viet
nam or Laos, where one can be sure they were not just helping to 
direct traffic.123

The labor programs established with AID money demonstrated 
their commitment to free and democratic trade unionism by their 
post—martial law activities. The Asian Labor Education Center 
sponsored training sessions and forums designed to teach “labor 
union executives” their new role in the “New Society,” where strikes 
were prohibited. And the Asian-American Free Labor Institute sent 
two experts to Manila to train arbitrators, now that Philippine labor 
relations were confined to compulsory arbitration. In the meantime, 
Marcos was arresting militant trade union leaders.124

Postscript

In January 1981, as this book goes to press, Ferdinand Marcos pro
claimed that he was lifting martial law.123 The goals of martial law, 
he declared, had been accomplished, and it was now time to return 
to normality.

In fact, however, the New Society has been a failure in terms of 
virtually every one of its announced objectives. Corruption is 
rampant,126 living standards have declined, 60 percent of children 
remain malnourished,127 tax reform has been stillborn, the country s
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foreign debt has grown five-fold since 1971,128 flagrant abuses by the 
military add to the continuing abuse of the poor by the rich,129 the 
fighting in the south has claimed some 60,000 lives with no end yet 
in sight,130 and the New People’s Army is gaining in influence.131

Not accomplishment but a deteriorating social base accounts for 
Marcos’s January 1981 proclamation. Church leaders were becoming 
increasingly critical of martial law and its excesses, and some moder
ate opponents were turning to bombings.132 Externally, there was 
heightening alarm in the international financial community about 
the future stability of the country,133 and the U.S. government in 
particular had visions of a growing radicalization and a collapse like 
that in Iran.134 There was thus considerable pressure on Marcos to 
broaden the base of his regime and restore foreign confidence. The 
lifting of martial law was an effort by Marcos to do this, though 
without fundamentally lessening his power.

In the present situation of no martial law, all of the more than 
1,000 decrees issued by Marcos remain in force unless modified by 
him or by the National Assembly.135 (The current interim National 
Assembly was chosen in rigged elections in 1978 and contains but a 
handful of oppositionists.136) Marcos retains the right to order arrests 
without charge, legislate by decree, overrule or dissolve the Assembly, 
and ratify treaties. Strikes are still banned.137 Marcos has promised to 
hold a presidential election, but it would be astonishing if this were 
any less dishonest than the others held under martial law.138 In any 
event, Marcos has used the martial law period to so weaken the power 
of his elite opponents that it is doubtful that they could muster the 
resources necessary to mount an effective challenge.139

The U.S. attitude was suggested by two incidents in the closing 
days of the Carter administration. A State Department official ad
vised the Philippine opposition to accept Marcos’s lifting of martial 
law as a “generous offer” and to forswear violence, and President- 
Elect Ronald Reagan made the single exception to his rule of receiv
ing no foreign leaders before his inauguration for Imelda Marcos.140

So, despite the formal end of martial law, authoritarian rule 
seems likely to continue in the Philippines—and with the backing of 
the United States.
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N eocolonialism  and 
the Philippines

On July 4, 1946, formal U.S. sovereignty over the Philippines came 
to an end. But although the American flag was pulled down, the 
Philippines remained subordinate to U.S. domination. More accu
rately, the great majority of Filipinos remained subordinate to a 
neocolonial alliance between the Philippine elite and Washington.

To say that colonialism was replaced by neocolonialism is not to 
suggest that the two relationships are equivalent. The latter gives the 
Philippines more freedom to maneuver; it can play great powers off 
against one another, it can join regional pacts, it can garner support 
in international organizations. Neocolonialism also places greater 
constraints upon the actions of the United States. American person
nel may be stationed in the Philippines only with Manila’s consent, 
U.S. intervention in Philippine affairs cannot be too overt, and U.S. 
officials must take pains not to offend Philippine sovereignty and 
nationalism. In short, even if the only difference between the colo
nial and the neocolonial relationships was a legal one—the specific 
locus of sovereignty—this difference can have a significant effect on 
the behavior of nation-states.

But the discontinuities occasioned by the achieving of formal 
independence can be exaggerated, and in this study I have tried to 
draw attention to the considerable similarities between colonial and 
neocolonial rule. The similarities are all the more striking, in fact, 
when it is realized that many of the options and constraints of the 
neocolonial period were present before independence as well.

In the 1930s Manila leaders tried to steer a course between the
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United States and Japan—they did not wait until independence.1 
The U.S. share of foreign investment in the Philippines was actually 
lower before World War II than in 1970.2 American officials had to 
be as sensitive to Philippine national pride before 1946 as after, as 
the diaries of colonial administrators attest.3 And the use of covert 
funds to manipulate Philippine opinion was not a tactic unique to 
the postindependence period.4

While the United States had a military position in the prewar 
Philippines shared by no other power, it had similarly exclusive mili
tary rights after the war—and almost as many U.S. troops were 
stationed in the Philippines in 1969 (26,000) as U.S. troops (20,575) 
plus Philippine Scouts (12,000) a week before Pearl Harbor.3 To 
take another example, Washington’s support for Marcos in 1972 
after he abolished formal democratic procedures was but a repeti
tion of the decision by U.S. officials to support Quezon before 
World War II, even though they considered him a dictator.6

There have certainly been changes in the relationship between 
the United States and the Philippines, but it is difficult to attribute 
these to the fact of Philippine independence. There had been incre
mental U.S. concessions to Philippine nationalism before 1946, and 
there have been incremental concessions since then. Most govern
ment functions were under Philippine control by 1935; the peso 
remained tied to the value of the dollar until 1955. The distribution 
of Manila’s foreign trade shifted in the mid-1950s from its exclusive 
dependence on the United States, and the source of the Philippines* 
new foreign investment did not begin to shift until the 1970s. It was 
the changing relative strength of the Japanese and American econo
mies, not independence, that accounted for the latter shifts.

Even the first stages of industrialization that took place in the 
1950s in the Philippines cannot be ascribed to the fact of indepen
dence. The growth of Philippine industry, economists generally 
agree, occurred as a consequence of the import and exchange con
trols imposed by Manila. But these were imposed with the approval 
of the U.S. president, as required by the Bell Trade Act. Washington 
was willing to permit the introduction of controls in order to prevent 
the total collapse of the Philippine economy. There is no reason to 
suspect that the U.S. government would not have had the same 
concern and allowed the same controls had the Philippines still been 
a colony. s

The United States did not abandon formal sovereignty over the 
Philippines because it considered neocolonialism the equivalent of 
colonialism. Rather, it did so because colonialism was not a live op
tion for U.S. policy. The United States could not pressure other
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nations to dismantle their extensive empires if Washington retained 
the Philippines. And Filipinos—who had fought the first guerrilla 
war in Asia against Western imperialism half a century before— 
would not long submit to the continued denial of their most basic 
rights. In 1946 neocolonialism had a deceptive attraction to colonial 
peoples. In the villages of Indochina, reported the U.S. Office of 
Strategic Services, the peasants wanted nothing more than to have 
independence like the Philippines.7 Ho Chi Minh himself asked the 
United States to support Annamese independence according to the 
Philippine example.8 In the postwar era of nationalism, neocolonial
ism was the one viable form of imperial domination.

Although I have argued throughout this book that the alliance 
between the U.S. elite and the Philippine elite has been a fundamen
tal aspect of the neocolonial relationship, nowhere have I implied 
that the interests of the two elites have been identical. On the con
trary, Washington had many serious qualms about its Philippine 
partners—the collaborationist background of the Roxas supporters, 
the unparalleled corruption of the Quirino administration, the ina
bility or unwillingness of any Philippine president to blunt the rapac
ity of the wealthy minority, and the abrogation of democratic forms 
by Marcos in 1972. But more significant than Washington’s qualms 
has been the fact that the United States has invariably chosen to 
support the Philippine elite despite the qualms, because only by so 
doing could the United States guarantee its own economic and stra
tegic interests.

To be sure, everything else being equal, U.S. officials would 
have preferred that those Filipinos who backed American interests 
were also humane, enlightened, and incorruptible—not because 
U.S. officials were necessarily at a higher moral level than Philip
pine leaders, but because the corruption and social backwardness of 
the latter were of no advantage to Washington. In any case, given 
the reality of the situation, Washington has always been forced to 
make a choice between those who would defend both U.S. interests 
and elite privilege and those who would challenge the status quo in 
all its aspects. It has not been coincidental that those who cared 
most about the welfare of the Philippine people were not powerful 
advocates of “parity,” foreign investment, or military bases; Philip
pine leaders who both supported U.S. interests and favored funda
mental social change simply did not exist. So the United States 
backed the elite after the war—despite misgivings regarding col
laboration—for fear of leaving an opening for the Democratic 
Alliance. For all of Washington’s low regard for Quirino, the
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United States salvaged his regime to forestall a Huk victory. And 
despite the embarrassment that martial law has created for the 
United States on the issue of human rights, the United States 
clearly decided to back Marcos.

Even the American support for Magsaysay was no exception. 
Preserving the old political system and placing Magsaysay at the 
head of it was not a strategy likely to reduce the wide disparities of 
wealth and power in Philippine society. Magsaysay was a new style 
political leader, but his programs did nothing to reduce the power 
and privilege of the few. From Washington’s point of view, it was 
better to have cosmetic reforms under an indisputably pro-American 
regime than real reforms under a government less favorably dis
posed to U.S. interests.

Misgivings have operated in the opposite direction as well. The 
Philippine elite would clearly prefer not to be the junior partners in 
the neocolonial reladonship, not to have to share control of the 
Philippine economy with U.S. corporations or control over the in
struments of coercion with the officers of JUSMAG. But the elite’s 
desire for autonomy has always been exceeded by its need for 
Washington’s assistance: military aid to suppress insurrection and 
economic aid to pacify the poor.

So the U.S. elite and the Philippine elite do not by any means 
have identical interests. But the reciprocal benefits to each of them 
from the neocolonial relationship have been substantial enough to 
maintain that relationship for over thirty years.

Studies of modern imperialism often focus on the social and 
economic impact of the multinational corporation, covering such 
issues as balance of payments effects, employment, and transfer of 
technology. But aside from béing quite difficult to measure, these 
kinds of consequences of U.S.-based multinationals are only of sec
ondary importance in the Philippines. Far more important than, 
for example, the relative capital intensity of U.S. versus local firms 
is the fact that U.S. capital has sought a business environment in 
which the opportunities for profit-making are maximized. To this 
end, U.S. investors wanted “parity” rights in 1946 and responded 
enthusiastically to martial law in 1972. And the U.S. government 
gave powerful support to American business interests, tying reha
bilitation funds to Philippine acceptance of “parity” and sharply 
increasing its aid to Marcos after he imposed martial law. In gen
eral, in order to maintain in the Philippines a climate as conducive 
as possible to foreign investment, the U.S. government has strongly 
backed the status quo and opposed movements directed toward
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fundamental social change. And by preserving the status quo, 
Washington has consigned the majority of Filipinos to continuing 
poverty and oppression.

Advocates of the multinational corporation like to point out that 
a more equitable income distribution in developing nations is not 
contrary to the interests of foreign firms, for there would then be a 
larger market for the goods these firms produce. But public policies 
which might reduce inequality tend to be precisely those policies that 
restrict the freedom of corporations to do as they choose: high taxes, 
antitrust legislation, controls on foreign exchange, promotion of 
strong unions, and so on. Accordingly, when the U.S. government 
pressures Manila to eliminate exchange controls, initiates labor pro
grams aimed at taming Philippine trade unions, or provides Marcos 
with the military supplies that make possible his continued dictato
rial rule, there are no complaints from the business community, no 
charges of a “foreign-aid giveaway.”

The indictment against U.S. corporations in the Philipines, 
then, is not based primarily on the particular way in which they 
conduct their operations—although there is much that can be said 
on this score.9 Rather, the major charge against the corporations is 
their eagerness for a sound business climate, for stability, for the 
status quo, for martial law. And by aiding in the preservation of this 
favorable business environment, the U.S. government shares respon
sibility for the consequences—the poverty, the malnutrition, and the 
absence of freedom.

Nothing in the writing of this book has given me the ability to 
predict the future. There are too many imponderables—the strength 
of Marcos's opposition, the mood of the American Congress, even the 
health of Marcos—to allow any serious projection of what will happen 
in the Philippines. But this much can be said: as long as the neocolo
nial relationship continues, as long as the United States, out of con
cern for its own economic and strategic interests, backs the Philippine 
elite, the future for the great mass of the Philippine people will not be 
very bright.
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Abbreviations for manuscript collections are listed in Section I-A of the 
Bibliography. Other abbreviations used in the notes are listed below. All 
government documents cited are U.S. government documents unless other
wise specified.

ADB
AFP
AFPAC
AFWESPAC
AID
BCS
CFA
CFR
CIA
CIC
CIR
Cong.
CWM
Doc.
D SB
FAA
FARAA

FARPA

F R
GAO
HCAp
HCAS
HR or H.
ICA
ILO
JCS
JUSMAG
MSA

Asian Development Bank, Manila 
Armed Forces of the Philippines 
Army Forces, Pacific (U.S.)
Army Forces in the Western Pacific (U.S.)
Agency for International Development (U.S.)
Bureau of the Census and Statistics (Philippines)
U.S. House Committee on Foreign Affairs 
U.S. Senate Committee on Foreign Relations 
Central Intelligence Agency (U.S.)
Counter Intelligence Corps (U.S. Army)
U.S. House Committee on International Relations 
U.S. Congress
U.S. House Committee on Ways and Means 
Document
U.S. D epartm ent o f  State B u lletin  
Foreign Assistance Act (U.S.)
Foreign Assistance and Related Agencies Appropria

tions (U.S.)
Foreign Assistance and Related Programs Appropria

tions (U.S.)
F oreign R ela tions o f  the U n ited  States 
General Accounting Office (U.S.)
U.S. House Committee on Appropriations 
U.S. House Committee on Armed Services 
House of Representatives
International Cooperation Administration (U.S.) 
International Labour Office, Geneva 
Joint Chiefs of Staff (U.S.)
Joint U.S. Military Advisory Group 
Mutual Security Act (U.S.)
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NEDA

NSC
N YT
OPS

OSS
PFP
Phil. Cong. Rec.
PPP
RG
RP
SCAp
Sen.
sess.
TIAS
U.S. Cong. Rec. 
U.S. Stat.

National Economic and Development Authority 
(Philippines)

National Security Council (U.S.)
New York Times
Office of Public Safety, Agency for International De

velopment (U.S.)
Office of Strategic Services (U.S.)
Philippines Free Press
Philippine Congressional Record
Public Papers of the Presidents of the United States
Record Group
Republic of the Philippines
U.S. Senate Committee on Appropriations
Senate
session
Treaties and Other International Agreements Series 
U.S. Congressional Record 
United States Statutes at Large
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figure in Laquian, Slu m s, p. 19 (divided by 6 to convert to families), and 
1968 figure in “Comprehensive Report,” p. 216 (with 7 suburbs eliminated 
to make definitions of Metropolitan Manila consistent with NEDA, Statistical 
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16. ILO, S h aring , p. 9.
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used to calculate the value of income-in-kind. This may well indicate un
derstatement. Note three points, however. First, while it makes some sense 
to include the crops a farm family eats as part of income (since the crops 
really are the same quality product as what the family would otherwise 
have had to purchase at retail prices), does one really want to include as 
income the retail value minus costs of every article of clothing or piece of 
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that cash has over such income-in-kind; namely, that cash allows a family 
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