Marcos’ Yen for Corruption

Masaki

Thﬂ year 1986 was to be devoted 1o a
thorough examination of the policies and
practices regarding Official Development As-
sistance (ODA), in the light of several ex-
poses of cases of corruption and bribery
mvolying Ferdinand Marcos, the Japanese In-
ternational Cooperation Agency (JICA), and
the Overseas Economic Cooperation Fund
(OECF). In reality, however, only the sub-
stantial expansion of the budget for ODA is
apparent at present. What does this signify?
This article takes up the issue of corruption
under the Marcos regime with regards to yen
loans to the Philippines, particularly the issue
of rebates paid by Japanese companies to the
Marcoses and their "eronies”,

It is contended here that embezelement has
been conducted over a long period, not in a
disorderly or sporadic manner, but systemati-
cally and comprehensively, The first step to
take, therefore, in order to prevent any
recurrence of the "Marcos  scandal” is a
thorough exposition and eradication of the
system  which allowed the embezzlement to
take place. In this context, the Japanese
government’s system of review of ODA will
also be examined.

The "Marcos Scandal' and the Philippine
Government

Even before the fall of the Marcos govern-
ment, the rebate scandal and Marcos® illegal
accumulation of wealth were brought  into
question many times in the Philippines, Japan,
and the United States. But facts were never
fully disclosed and examination of evidence
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was oflen stalled. With Marcos’ downfall and
flight in February 1986, moves for a full-scale
investigation were finally taken.

The Presidential Commission on  Good
Government (PCGG) was  created by the
Aquino povernment through Executive Ocder
(EQ) No. 1 to nvestigate questionable deals
and to recover Marcos' Cill-gotten wealth'.
The PCGG, then, was not only an investigat-
ing committee, bul also a powerlul semi-judi-
cial agency [1] with five commissioners [2]
who were authorized to look into alleged
Murcos properties, to investigate, and if
necessary, lo 'seize, these. Jovito Salonga, a
well-known leader of the anti-Marcos move-
ment, was chosen as ils first  charperson,
Salonga, known as a politician of stature and
an upright man, lent prestige to the newly-
organized commission. He, however, resigned
from the PCGG in order to run for the
Senate in July 1987, He was replaced by one
of the commissioners, Ramon Diaz. (At present,
the PCGG is headed by David Castro. -Ed.)

It is difficult to measure the extent to which
the PCGG has investigaled the "Marcos scan-
dal®, Ruul Daza, then PCGG commissioner in
charge of Japancsc affairs, was inlerviewed by
this writer in September 1986, and said this
about their progress at that point:

Everything i already clear about the “Marcos
scandal’. We have discovered that the siolen
money of the Ovemeas Bronomic Cooperation
Fund (ven loans provided by the Japancse povern-
ment) has been kepd mostly in secrel aceounls in
Switzerlind, Because of the fGnancial difficulties

of the Philippine government, the POGG is
presenily focusing ils attention on recovering



these funds and will start imeestigating  those respon-
sible as soon as possible.

Marcos brought with him volumes of docu-

ments, aside from  varions commoditics and
money in his flight to Hawaii, These were
discovered and confiscated by the US Cus-
toms in Heonololn, and semt 1o the US
government in Washington, D. C.. Since the
Marcoses’ illegally accumulated wealth in the
US had been previpusly diseussed in the US
Congress, many people were interested in the
so-called "Marcos documents”. On 20 March
1986, the US Congress publicized most of
these documents,

The documents were also  extensively
reported about in Japan since they contained
accounts of yven loan projects and the involve-
ment of Japanese companies. Journalists con-
tinued their investigations and both (he
Houses of Representatives and  Councilors
formed the "Philippine Economic Assistance
Investigative Special Commitice” 1o study the
ssuc,

Among the materials obtained by the PCGG
were the following:

1)'Marcos Documents™ - 1,500 documents con-
fiscaled at the US Customs; 2, 300 papes.

2} "Malacanang Documents” - documents in
35 suilcases and dozens of boxes and scracd
by the PCGG from Malacanang Palace,

3) "Rodriguez. Docoments’ - 1,200 to 1,300
pages of malerials aboul yen loans submitted
to the PCGG by former Implementing OF
ficer of yen loan projects, Oscar L. Rodriguez.

The "Marcos Documents” helped substantiate
suspicions about the embezzlement of yen
loans. They provided evidence that a consid-
erable part of yen loans was spent on rebate
payments. Indeed, 25 to 30 percent of con-
tract amounts were emberzled  as rebate for
the implementation of yen loan projects (Fig-
ure 1). Japanese companies, such as C. Itoh
Shoji, claimed that this was but "proper com-
mission”. [3] Since they ook every means Lo
conceal  this  practice  during the Marcos
repime,  however, calling rebate. payments
"proper”  omly  alter  the  documents  were
publicized is not convincing at all.

Further, payments made could only be con-
sidered "proper” if the amounts {or the rales)
were reasomable, if recipicnts had a right 10
them, and if such payments were stipulated in
the contracts beforchand. (These will be dis-

Figure 1, The Mechanism of Marcos’ Rebate Payments
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cussed more fully below.) Indeed, there is no
doubt that unreasonzbly large amounts were
paid by the companies as commission, in spile
of their knowledge that these were used as
bribes for the president.

Institutionalizing Corruption

The biggest problem here was that the
mechanism for controlling rebate  payments
was institutionalized. As shown in  Figure 1,
the Implementing Officer (I0), who was then
Public. Works and Highways Deputy Minister
Oscar L. Rodriguez, controlled  everything
from consultations for projects to biddings for
them, received direct instructions [rom Mar-
cos, and was in close contact with the OECF,
Rodriguez pointed to the complicity of the
OECF by saying that "none of the [unds
could be used without the approval of the
(ECF* [4]. Indeed, the close relutionship be-
tween the two funclioned as Marcos” “yen
loan control mechanism”. In connection with
this, Angenit Investment Corporation  (owned
by Andres V. Genito, Jr.) operated as the
“rebate receiving mechanism”. Daza told this
writer that "Mr., Genito, who fled 1o the US,
was in charge of all abuse of funds ™,

Dr. Romeo Reyes, one of the top
bur¢avcrats of the National Economic
Development Authority (NEDA), pointed out
the unusual practices in the disbursement of
yen loan projects in a 1985 NEDA publica-
tion  entitled Official Development Assistance
to the Philippines: A Study of Administrative
Capacity and Performance, saying that:

the arrangements: between the donor ginerament
and the Phifippine governmenl, the internal ad-
ministrative sirscture within the Philippine
government, and the process for loan program-
ming and disbursement for Japancse ODA loans
are significantly different from afl others. [3]

According (o Dr. Reyes, the 10 plays a
decisive role in the bidding and contracting
of projects:

Ounee (he loon hos becn declared effective, bid-
ding documents ame sent by the 10 1w the OECF
for approval 'The erual bidding and contmeting
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process & conducted, except in the case of OECE-
assisted projects. The latter situation is charac-
terzed by the following unique features: a) the 10
coordinates the cotire process; and b) the Presi-
dent approves the awand of contract and the con-
tract docament. [6]

Thus, except in the case of the OECF funds,
all donor countries” ODA, such as USAID,
is directly received and implemented by the
NEDA. (Figures 2 and 3)

The system of the 10, indeed, functioned as
an effective means of controlling yen loans.
In this regard, how strong was the influence
of the OECF or the Japanese government in
the establishment of the 10 office which, as
Mr. Rodriguez had  claimed, [unctioned as
Marcos' support system? What does the faet
that the 10 was established a day alter mar-
tial law was declared imply?

Buckground and history

The process of rebate payment is said (o
have been institutionalized when martial law
was declared in September 1972, (7] Expecting
opposition from the legislature, it was probab-
ly only after he had abolished Congress that
Marcos created the Implementing Officer sys-
tem in order to facilitate the fow of rebates.
The offices of the Presidential Coordinating
Committee for Japanese Official Assistance
(PCC), Implementing Officer, and Secretariat
were created through Administrative Order
No. 338 dated 22 September 1972, with the
sole task of receiving Japanese yen loans.
They were assigned to coordinate and super-
vise all activities related to the programming
and utilization of the loans. [8] Seen from this
perspective, ensuring yen loan rebates could
then be considered as one of the motives for
the declaration of martial law in 1972

The history of corruption involving Marcos
and the Japanese, however, dates back 10 the
period when war reparations were extended (o
the  Philippines.  When Philippine-Japan
diplomatic relations were restored in May
1956, the War Reparations Agreement was
signed by the governments of both countries.
The total amount (o be given was 550 million
US dollars for a term of 20 years, making the
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Philippines recipient of the biggest amount
among countries that received war repara-
tions (the others were Indonesia, Burma, and
Vietnam). It was agreed that 250 million dol-
lurs would be provided for the first 10 yeats,
and 300 million dollars for the succeeding 10,
The latter period coincided with the first
years of the Marcos regime. [9]

Reparations were given in the form of
machinery and  services. The Philippine
governmenl would request desired items from
the Japanesc government, and upon approval,
would enter inlo  contracts with Japanese
trading firms and manufacturers to  procure
machinery and services. In lurn, the Japanese
povernment would pay the companies the yen
equivalent of requested items. For Japanese
companies, this beecame an important oppor-
tunity o export their products because, by
then, payment for their goods would have
been ensured. Thus, from July 1956 1o 1976,
Japan granted a total of 1902 billion yen in
the form of trains, ships, plants, machinery,
and aulomobiles under this Agreement, [10)

It is said that politicians of both countries
were involved  in lacilitating transactions for
the reparations program. Their participation
was heightened in 1966, a year after Marcos
was first elected, because he then ordered
projects under the reparations program to be
frozen and transformed them from being in-
vestments in the private sector into projects
under the public sector. [11)

The first yen loan was provided in 1971
Between 1971 and 1976, payment of repara-
tions and disbursement of yen loans were
done simultancously. With the Amity Trade
and Mavigation Trealy signed by the Philip-
pines and Japan in 1974, Japanese investment
suddenly increased. To adjust to the require-
ments of the situation, there was a need to
sel up the 10 system as an improved rehate
control mechanism.

Although Marcos now had the authority to
control projects  officially because of martial
law, receiving rebates had to be done behind
the scenes. It is assumed that this task went
to  Eulogio Balao, former chairperson of the
reparations committes, and other people, who
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Figure 2, Actual Administrative Structure for USAIL
and Other Bilatersl ODA Loans
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had similar responsibilities in handling the
reparations projects, During Balao’s term as
chairperson of the reparations commillee, the
ribate rale, which used to be 15 percent of
the project amount; doubled to 30 percent,
with the additional 15 percent for  the
commiltee’s share. This "preed” was reported
to  have perplexed even the Japanese com-
panies. [12] Further, in the list of contracts for
a food prevention project in Manila around
1073 to 1977, 15 percent of the contract
amount with Toyo Trading Co., Nissho- Twai,
Sakai Heavy Industrics and otheérs were
recorded under "BBB" [13], referring to Balao
who was once ranked brigadier general. This
shows that Balao played a substantial role in
receiving rebates, not only during the period of
payment of preparations, but also in disbursing
ven loans.
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According to  information leaked by the
FCGG [14], Marcos received at least 47.7
million dollars as commission for wvarious
projects between 1966 and 1981 [15], an
amount equivalent o 159 percent of the 300
million-dollar  repatations the country was
supposcd o receive.,  Balao controlled  this
operation and coordimated with the exccutives
of Toyo Trading Co. and Sakai Heawy In-
dustries in choosing companies which would
receive  contracts, They remitted "kickbacks”
or rebates (o Marcos’ secret Swiss bank ac-
count via Hong Kong,

This leaked report was based on the af-
fidavit of Ballazar Aquino (hereafter referred
to as B. Aquino) who was Minister of Public
Works and Highways until July 1979, B,
Aquino took over Balao’s position when the
latter died, and conlinued to recéive and
remil rebates to Switzerland, In his aflidavit,

Figure 3. Actual Administrative Steuciure
for Japanese (OECE) ODA Loans

President
MNEDA
Board
MEDA
Cirector
Genaral
MoJ [
Prazidential
Coordinating
oBM || Commitiee
e ==
; [Secrotariat | Recipiort
=] - Agencies
WEA || -
=B
S I
= Source: R AL Reyes, p. 55,

he disclosed that “in behalf of Marcos, 1 seat
the full amount paid by the Japanese
businessmen Lo his account, according to his
istructions,  withoul any cmbezrlement on
my part'. [16]

There is no doubt that Marcos regarded the
war reparations and the yen loans as mpor-
fant sources of his wealth, and shrewdly used
them 1o his advantage. Firsl, he converted
reparations  programs  into  public  seclor
projects to facilitate povernmentl inlervention;
then he assigncd Balao and other men close
lo him Lo control the bidding and coordina-
tion of projects; and finally, he orderced them
to receive and rechannel rehates.

Changes in the rebate roule

When Balao died, changes had to be in-
stituted, As mentioned above, B, Agquino took
ever  Lhe reparations- related

projects. Rodriguer controlled

a major component of the
implementation of ven loans,

and Genito established  the

channel [or receiving rebates.

In November 1977, Sanritsu

Trading Co. split from Chira

Overseas whick  had  ranked

siith mm terms of number of

conlracts  held. In September

19748, Towo Trading Co.,

which had the most contracts

for yen loan projects, pulled

Contract | oul from the Philippines and

Irmplermenting Review set  up another company,
. GHiear “|ommittee | called P & N. Both these

= — corporale  changes wok place
as the rebate route was being
changed. These moves can-
not be ditmissed as mere
comcidences, [or they were
later instrumental in reinfore-
ing the links between Marcos
and the Japanese companics,
Inferestingly, P & N had
Genito_ of  Angenit  Invest-
ment Cénrp. as an important
stockholder, [17] Further,
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Figure 4. The Relationship Between Japancse Companies and the Philippines
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Geronimo 2, Velasco, who was Minister of
Enerpy under DMarcos, was assigned io
manage yen loan projects related to  electric
power and energy. [18] The "Marubeni route’,
with then Ambassador to Japan Roberto
Benedicto as central Figure, was also  estab-
lished. (Figure 4)

The Rodriguez statement and the OECF

In an interview with the Asahi Shimbun,
Rodriguez claimed that the 10 system was
"sel up in response tooa request from the
OECF". [19] He explained that the Japanese
side insisted on negotiating with only one
person from the Philippine government and
thal transacting with "a single receiving body
was their constant policy”. The QECF, asked
to respond (o this, could only vaguely reply
that "since it was quite a long time ago, we
have to check it up" or 'T've never heard that
we requested such a thing'.

The 10 set-up, was favorable to the OECF,

in the sense that it enabled them to avoid
being directly connected with the  rebate-
receiving window where the risk of being
found out was higher. They still wanted to
keep this a close secret, however, and did not
publicly announce the new system.

In another newspaper report, Rodrigues told
a fact-finding delegation of the Japan
Socialist Party that "had the OECF disclosed
the cost of ven loan projects, there would
have been no  problem with regard to the
rebates”. [20] It would seem that  Rodriguez
was trying to shift -the blame for these
problems to the OECF. As we have scen,
however, Rodriguez and the OECE  had
worked topether lo control the rebates, and
they, as well as Marcos, were definitely aware
of all that had happened.

In any case, Rodrigues’ stalement  showed
that the OECFs seeret system and the exst-
cnce of a single recipient for the loans were
important factors for Marcos® illegal loan
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channel. Therefore, in order to prevent any
repeliion of the “Marcos  scandal’, at least
the following measures have to be taken (dis-
cussed in detail later):
s abolish the 10 system which is a spe-
cial receiving body only for yen loans;
w conduct all loan procedures openly;
and
nadopl an auditing system by an inde-
pendent agency with non-Japanese and
non-Filiping individuals and organiza-
tions as members.

The 10 System under the Aquitno government

Surprisingly, the 1O system was maintained
even after the Aguino government came 1o
power, As mentioned, Rodriguer was retained
as deputy minister for public works and high-
ways even under Aquino (at least in the carly
momths), He wasnever  prosecuted nor called
to account for his previous activitics. The
data for the First Lo the 12th Yen Loan
projects, gathered from the "Rodriguez Docu-
ments”, were said to have been submitted by
Rodriguez to his superior in order to prove
his innocence. [21] It is possible then to say
that he was just a loyal technocrat [22], and
that he himsell had never embezzled money.
He was likewise not accused of being Marcos
accomplice in controlling rebates because he
did not fgure visibly m the transactions and
had instead cooperated with the POGG in
their investipalions.

According Lo JICA, the old administrative
gystem  of implementing ODA  funds  was
‘basically retained” with some modifications:
23]

1. Instead of the President, it is now the
[nvestment Coordination Committes  (ICC)

that will approve all projects. The ICC con-

sists of representatives from nine  agencies -
Depurtment of Finance, NEDA, Department
of Budget, Central Bank, and five financial
institutions, ncluding the Philippine National
Bank,

2. An 10 is appointed to take full respon-
sibility for the implementation  and super-
vision of yen loan projects.
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3. Proposals will be regularly prepared to
assure  continuity.

Thus, there has been no fundamental change
except the removal of the direct link between
the 10 and the President, Instead, the ICC,
which is attached o NEDA, would now coor-
dinate with the 10 for approval of loans. [24]
This writer was later informed that a relative
of President Aquino, Helminigildo Agquino
(currently a Representative) was installed  as
IO after Rodriguez.

In Junc 1985, Vice-President Salvador
Laurel, who was then Foreign Minister,
visited Japan and proposed the creation of the
“Laurel Route”, which would assign  the
Department of Foreign Affairs as the only
receiving channel for ODA. [25] In September
1987, however, he resigned from his mini-
sterial position without realizing this plan,

The imporiance and role of the 10 under
the Aquino povernment remains unclear. But
while this structure s still maintained, the
amount of ODA for the Philippmes has been
increased under the 34th and 15th Yen Loan
packages. And there scems to be no guaran-
tee that what the Marcoses did will not be
done again.

Implementation of Yen Loans

This section will examine the procedure of
providing loans by the Japanese government
through data from the Ministry of Foreign
Affairs of Japan (MFA) and other agencics,
[#6] and the process of implementing these
on the side of the Philippines, based on the
"Philippine Administrative System for the In-
troduction and Employment of Foreign Aid",
an article written by Koki Hirota, then of
the OQECF Research and Development
Department, [27]

Seventy-five percent of yen loans are for
project loans. According to data from the MFA,
belore loans are praanted, the lollowing steps
are taken: 1) identification of projects; 2)
preparation; 3) approval and loan negotiation;
4) procurement; 5) disbursement; 6) super-
vision; and 7) evaluation and examination of
new projects, if any. (Figures 5 and )
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Figure 5. Procedure of Yen Loans
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E/N: Exchange of Motas

G/8: Genaral Agreement

LA Loan Agreement

L/ Letter of Credit

L/Cam: Letter of Commitment
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Figure 6. Implementation of Yen/Project Loans
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In the first step, the Japanese government
looks at the country profile and conducts
thakkutsu" [lit., excavation, especially of ancient
ruins] surveys |28], The intention behind
these “hakkitsu" surveys, which are not men-
tioned on the Philippine side, has never been
made clear. In the seeond step, the program
for implementation is prepared on the basis
of a feasibility study, after which applications
for loans are submitted by the Philippine
government to the Japanese government. Ac-
cording o Hirpta, NEDA is the central
authority for development projects of the
Philippine  government. NEDA  makes
decisions, coordinates with concerned  agen-
cies, and audits and evalvates projects, NEDA
serves as “the window for foreign agencies'.
[29] After projects are studied and approved
by the 1OC, negotiations for loans begin. [30]

Upon  receiving  requests  for  loans,  the
Japanese government cxamings and reviews
planned projects. Amounts and conditions for
loans arc decided on after consultations with
the ministries of Foreign Affairs, Finance, and
International Trade and Industry, and the
Economic Planning Agency. [31] The Japanese
government  then gives its "pledge” to the
Philippine sid¢, and Exchange of Notes
(E/Ns) follows,

From the third step onwards, much of the
work is done by the OECF and repre-
sentatives of the Philipping  povernment.
Schedules for release of loans and other con-
ditions arc discussed, after which loan agree-
ments are signed by the two parties. Bidding
for materials is then announced, and after
supplicrs are chosen, the OECF issues Let-
ters of Commilment (L/Com) against Letlers
of Credit (L/C). opened by suppliers. Disbur-
sement takes place "when contracts are ful-
filled. OECF and NEDA supervise and report
on the progress of projects. Upon completion,
they also prepare reports of completion, after
which projects are then cvaluated.

LA beltingd the seenes

Hirota's article may be cited as a general
reference on ODA, Tt suffers, however, from
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a glaring omission, i. e, it neglects to say that
a dilferent system poverns the disbursement
of Japanese ODA, which can mislead people
mnto thinking that yen loans arc processed in
the same manner as ODA from other
donors,

The article, likewise, did not report on what
had actually happened in the implementation
of ODA, especially during Marcos' time. In
the second step of the project cycle (prepara-
tion), where the OECF and Rodriguer played
the central role, loan applications were sub-
mitted without a thorough examination and
review by the aforementioned Japancse apen-
cies. From the third step (approval) to the
seventh (evaluation), no audit was done by an
independent agency.  Evervthing was  carried
out by the OECF and Rodriguez beyvond
public scrutiny, Therefore, padding or bribes
concernmg the tenders could never be known
unless insiders spoke oul. [32]

Fortunately, reports on  the structure of
rebate emberzlement, amounts sel aside for
rebates (eight to 20 percent of project cost),
and anvolvement  of Japancse soge-shosfias
would later find their way into the pages of
popular magazines and other publications. [33]
[34]

The Role of Shosfias and Sogo-Shoshas

A peculiar aspect of the ven loan rebate
issue was the considerable participation of
small shoshas (trading firms) that mediated
between Japanese manufacturers and Marcos,
such #s Toyo Trading Co. (renamed as Toyo
Technica in 1984) and P & N, (which split
from Toyo), Ohira Overseas, and Sanritsy
Trading Co (which became mdependent from
Ohira Overseas), Scaland Enterprisc Japan (or
Sealand), and Sakai Heavy Industries (which
was a4 manulacturer rather than a trading
firm). (Table I)

On the other hand, Marubeni, a sogo-shosha
(very large trading firm) posted the highest
record of trading with the Philippines - equal
to 116 billion yen - or 70 percent of the total
amount of the: 173 billion ven loan cxtended
to the Philippines from the nine big shoshay
in 1985. [35] Surprisingly, however, Marubeni
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Table 1. Japanese Companies Contracted for Yen Loan Projects to the Philippines
{First to 12th}

Name of Company

. Toyg Technica

P&N

. Marubeni

. Toyo Trading

. Ohira Overseas

. Tamen

. Mitsui Bussan

. Kanematsu Kosho
10. Sumitomo Shoji

O = O e G P =

11. Kawatetsu Bussan
12. Hagiwara Seisajuko

13. Ito Shajl

14, Nihon Musen
15. Nissho lwai

16. Sankyo Kogyo
17. Sumitomo Shoji
18. Seika Sangyo
19. Toyota Trading
20, Mitsubishi Shoji

21. Inoue Electric MFG

22. Yasutake Sangyo
23. CLM Cooperation
24, USIPHIL

25. Kurimoto

26, Deruta Juki

27. Komatsy

28, F-E-l

29. Ingasoluland

30. K Motor Sales
31. Kawatetsu Shoji

32. Yashima Company

33, MP-INC
34, Parona Trading
35, Kubota

Motes:

. Sakai Heavy Industries

Mo. of Projects

18
14
10

L T S A U S R T T O o /L 00 o~ TR 5. B T N T o 7 Y |

Contract Amount (yen)

31,593 117,563
11,555,055,841
11,217,078,660

8,802, 845,073
7,447.861,300
5,960,670,426
5,153,955,617
3,755,650, 466
3,153,536,893
2,394,039,765
1,663,338,200
1,5083,421,699
1,662,369,677
1,550,487,000
1,252,219,045
1, 187,794,575
864,140,480
626,906,682
616,784,389
506,600,970
365,080,726
321,666,826
267,590,912
289,409,572
194,500,000
66,630,020
59,285,473
48,070,370
20,132,450
13,524,927
4,522,500
3,426,230

2 029,600
1,686,680
1,685,316

Technical Assistance Projects contracted to 24 consultants are omimitted.
Among all the projects, which cost a total of about 103.3 billion yen, Toyo Trading (1, 3, 5)

was involved in 34 of them, costing about 50.3 billion yen, 50 percent of total amount-

{author's note).)

Souree: Yoriurd Shimbi, 14 April 1986, based on reports submitted to the PCGGE by Oscar Rodriguez.
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hardly figured in the "Marcos documents”.
This was mainly because Marubeni had a
separate, direct route 1o Marcos via Bencdic-
to; and because Marubeni  subcontracied
projects to smaller shoshas. [36]

Let us dwell more lengthily on the second
point. Right after the expose of the “Marcos
Documents" in March 1986, different  mass
media groups were hot on the trail of yen
loans, a competition which resulted in several
seoops.  For example,  Sankei Shimbun (25
March 1986) reported extensively on the 7
million yen tax evasion case of Scaland. In
1981, ) million yen was withdrawn in cash
from an account in a Tokyvo bank and was
handed by the said company to a Filipino
who was then in Japan, This was revealed by
the Nuational Tax Administration  Agency
(NTAA) i Tokyo in the autumn of the
following year. They noted Sealand's  failure
to account for 150 million yen, including 70
million yen which was slapped additional tax
In an interview with Sankei Shimbun, Sealand
president Toshio Yoneyama  revealed that the
Filiping recipient was Mr. Raquiza, former
minister of Public Works and Highways who
took over from B. Aquino. After Balao's
death, Raquiza, who was reportedly not well-

Figure 7. Fiow of Goods and Rebate o Eighth Yen Loan
for Pont Loading Facilities Expansion Project

Car Car
Mite, Mttr.

T
200 bulldozers and large trucks (1.5 B yen)

’ Sealand Enterprise Japan

—

Sanritsu Trading |

1

[_ Maruben| |

4

e

[F‘ﬁilippine Gow't. ] ||_ Marcos =F. Marcos

Source: Translaled and modified charl From
Sanker Shumbin, 25 Moreh 1986,
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liked by Imelda Marcos, Iost his job, In 1981,
maybe in a bid to come back, he was reported
to have offered to act as go-between in bring-
ing money to Imelda, with Yoneyama's help.

According to the said article, this deal,
facilitated by Marubeni, Sanritsu Trading, and
Sealand, iovolved the purchase of 200
bulldozers and large trucks by the Philippine
government, which were supplicd by Sakai
Heavy - Industries  from  certuin automobile
manufacturers. (Figure 7) This shows how
Marubeni was at first able to escape detee-
tion as a major participant in the transac-
Lions,

Skan Posuter also wrote extensively on the
complicated  refationship  between  Marubeni,
Sakal Heavy Industries, and Sanritsu Trading
Co. According 1o its reports, "it is strongly
suspected that Sanritsu Trading Co, was, in
the first place, established by Marubeni as a
dummy company for the purpose of sending
rebates to Marcos”, |37] (Figure 8)

Among the companies listed in Table 2, only
one has been  involved in several yen loan
projects, thus  the presence of  Marubeni is
even more remarkable, as it was involved in
four prajects, costing roughly 31.2 billion yen,

On 1 April 1986, PCGG Commussioner Raul
Daza, reported that ot least five Japancse
companies, including Marubeni and  Toyo
Menka, were involved in yen loan rebate pay-
ments o Marcos, estimated to be as much
as 5 million dollars. Based on reports from
Japanese companics concerned, Dawa  ex-
plained the system of paying rebates as fol-
lows: [38]

The project’s implementation agency {or the 10 -
author's note] would authonwe the release of the
project fund, part of which would be piven 1o
Jfepanese prime contractor i o conslruction

project. This prime contractar was usually repre-
sented by o lamge Japanese firm,

The prime confractar would then pass on 20
to 25 percent of the project moncy o o "spe-
cial tmding house” which allegedly ook owee
of remitting the funds to Marcos or his
MOMERECS.
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Figure 8. The Relationship Among Marubeni-and Small Shoshas

Marubeni
Kazuo Hamuna, Pres.

large business

former employes

2
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s F Ok, Dirgetor::
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Sakai Heavy Indus.

Sanritsu Trading

Tomoyoshi Sakai, Pras,

Minoru Ida , Fres.

_ large business connection :;,

A__separatsd in Nov. 1977
Ohira Overseas
Yoshin Inoue, Pres.

ormer

fi

SR A Ly b e e R
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: S S Making.
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Sowrce: Sluckarn Posute, 16 April 1986, p. 192,

Therefore, although Marobeni and other big
shoshas are  hardly visible in the "Marcos
Docements”, it canoot be said that they were
above suspicion, Rather, it is prool of
Marubeni’s shrewdly planned operations that
they were almost able to get away with being
associated with the "Marcos scandal”,

"Economic Assistance is Like
a Secret Budget”

Yen loans became suspect because actual
operations were kepl secret, and worse, hard-
ly any kind of checking was conducted. In
fact, of the seven loan procedures mentioned
previously, only the exchange of notes would
be publicized; all the others would be con-
ducted behind closed doors,

Whal compounds this situation is that, as a
practice, the Japanese government does not
disclose the contents of contracts it eaters
into with traders, saying that this "secrecy is
for the sake of diplomacy”, or "for the sake
of business interests' or ‘"out of respect for
the sovercignty of the other country'. [39]
Governmenl oflicials are themselves very spar-
ing with information and details. In this par-
Heular case, even the Board of Audit was not
cager to examine the ven loan projects and
has never pointed oul any “improper expen-
ses”. [40]

Thus, implementing ven loan projects, a
process which is nol subject to any system of
checks, has been the very hotbed of corrup-
tion on the sides of both the recipient and

2nd Cluarter 1990

donor, Mot only have huge amounts of taxes
been misused; loans which have no prospects
of being repaid have also been mcurred. The
real wvictims are, therefore, ordinary citizens
of both countries: Japanese who dutifully pay
taxes which finance yen loans, and Filipinos
on whom the burden of repayment [alls,

In the words of a lormer Cabinel minister:
[41]

*Beonomic assistance. is like a seeret budget, The
way il is used s not controlled by the Det
People are not informed  about ot In addition,
there is constant pressure for  inereasing it It is
the best way o raise political fundz”

Japanese Response to
the "Marcos Scandal"

This scclion reviews and ovaluates reactions
of the Japanese government and its agencies
to the exposition ol these issues.

The Ministries of Foreign Affairs, Finance, Inter-
national Trade and Industry, and the Economic
Planning Agency

When the involvement of Japanese com-
panics in the rebate  problem was first dis-
cussed in the Diet, then Foreign Minister Abe
reacted positively by expressing his support
for the attempts to get to the bottom ol the
issuc, He was guoted as saying that "it is
important to change the orientation of
Japanese economic  assistance. T will 1ry o
cooperate with the efforts to examine  our
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Table 2. Sogo-Shoshas’ Participation in Yen Loan Projects (First to Ninth Loans)
[Figures are the full costs of the projects, in million yen]

Sogo-Shosha Project Yen Loan Amount Mote Total Amount:
part. project
C. ltoh Cagayan Valley Electrification 1st 5191 Completed 15,611
Cagayan Valley Electrification 10,420 Completed
Kanematsu Gosho Cagayan Valley Electrification Bth 5191 Completed
Mindanac Fower Line Censtruction 4 600D 9,791
Sumitomo Shoji  (NPC) NA NA
(PNOC) MA NA
Toyo Menka Expansion of Aviation Tth 5,270 5,270
Seourity Facilities
Michimen None
Missho-lwai {PNOC Pier) NA 5,410 5,410
Imprevement of  Manila
Metropolitan Transporation System
Marubeni Subic Repalr Dock 5th 11,230
Power Generation Plant Specilal 7,000 Completed
Metropolitan Transportation 8th 5410 31,200
Systermn
Leyte Industrial Zone Sth 7,560
Harbor Construction
Mitsui Bussan Mational Railways 3rd 1,898 Completed
Commuter-Transportation Reinforcement
Expansion of Postal ath g850 Completed 2,748

Management Facliities
Mitsubishi Shoji Mone

Source: Mamoru Tsuda and Masaki Yokoyama, "Politics of Yen Loans to RP”, in Mamoru Tsuda
and Leo Deocadiz, eds., RP-Japan Relations and ADB {Manila: National Boockstore, 1986).

assistance program.” [42] He also announced
that the “Assistance Evaluation and Examina-
tion Section" of his private advisory body, the
"ODA  Implementation Efficiency  Study
Group”, had alrcady begun to examine the
concept of economic ecooperation. [43] Their
group, however, avoided any mention of the
fact that the issue was in any way part of the
"Marcos scandal”. |[44]

The Ministry of Forcign Allairs also sent a
fact-finding team 1o the Philippines in order
to conduct a field survey. They, however, also
avouded Louching the issue of rebate payment.
How, then, could they conduct any fundamen-
tal "review” without dealing with the "Marcos
scandal"?

In May 1986, officials of the four povern-
ment ministries involved in ODA inlerviewed

20 KASARINLAN

representatives of 12 Japancse  companies
mentioned in the "Marcos Documents’. A
report was then submitted to the Philippine
Fconomic Assistance Special  Investigating
Committee of the House of Representatives,
containing, among oiher things, the following
items: 1) almost  half of the commissions
recorded in the said docoments, most of
which were equivalent to 15 percent of loans,
were confirmed to have been pad; 2} all
companics considered payment of  commis-
sions as a normal procedure in ordinary com-
mercial  transactions; and 3) among the 20
cases of payment recorded in the said docu-
ments, the legality of at least 14 cases could
not be confirmed. These companics were nol
named nor were details of the hearings an-
nounced. The reason given by the government
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was that these were “voluntary" hearings,
leading one lo suspect that the povernment
was protecting the companies.

In the end, even Foreign Minister Abe's
"effort to investigate" turned out to be mere
lip service. Up to now, the truth about the
"Marcos scandal’ has never been complotely
uncovered. What was obvious, though, was the
attempt of the Japancse government to
prevent more cxposcs and investigations of
the scandal by exerting pressure on  the
Philippine government in return for promises
of assistance.

The Board of Audit

In April 1986, the Board of Audit (BoA)
also decided to undertake an audit of foreign
assistance projects and  restructured its per-
sonnel for this purppse. Prior Lo this, loans
and prants were administered by separate of-
fices, @ scl-up which resulled in communica-
tion and coordination problems. These olfices
were also severely understaffed,

In the spring and summer of 1987, three- to
four-member  teams were sent Lo seven
countries, including the Philippines, in  order
o conduct field surveys. They discovered con-
troversial items, not only in the disbursement
of yen loans to the Philippines, but in the
gntire ODA program, They were nol able to
cxaming them  any further, however, because
the Ministry of Foreign Affairs said that such
a move would constitute interference into
each  country’s domestic affairs. As feared,
the BoA has, up to now, been unable to
expose cases of corruption related o the use
of the loans.

In December 1987, a 20-member foreign af-
fairs audit section was established in the
BoA, and was assigned principally to audit
ODA projects. Shigekazu Okabe, the section
chiel, however, declared carly on that "we are
not linked coneretely to the Marcos scandal
or to JICA's activities", revealing a lack of
enthusizsm or will to tackle the corruption
problem, [45]
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State Prosecutors, the Police and the NTAA

Although both the state prosecutors and the
police expressed a strong interest in the
ODA issue, they did not make any move to
investigate it as they did with the Lockheed
incident. They said that an investigation could
not be made unless domestic law had been
violated, or a foreign government had re-
quested such a legal action. According fur-
ther to them, the "Marcos scandal” did not
merit such a move since the "Marcos Docu-
ments" were dated and the period to
prosecute anyone had lapsed by the time they
were disclosed. [46] There was also no obvious
attempt by the local authorities to expose the
rumored fund flowback o Japan.

The NTAA started investigating the tax
angle of the controversy soon after the "Mar-
cos Docoments” were frst  disclosed. A year
and a hall lateér, they reported that about 1.6
hillion ven was found to have been omitted
from the amounts that six companies sub-
mitted for assessment, (about 600 million yen
was collected in addition as fine). [47] This
confirmed, albeit  partially, that rebate pay-
ments amounted to 25 to 30 percent of loan
amounts. Assuming, however, that the total
loan amount of 500 billion yen slated for
until 1985 included provision for rebate, an
average of 20 percenl rebate becomes
equivalent to 100 billion yen. Therelore, one
can see how the 1.6 billion yen can easily be
only the proverbial tip of the iceberg.

Even considering a sensitive issue fike "inter-
ference into domestic affairs’, it is doubtlul
whether  iovestigations  conducted  with  the
Philippine government or PCGG  were suffi-
cient. What i sure, however, is that announc-
ing the "completion” of the tax investigation
brought about an anti-climactic end to the
play cntitled the "Marcos scandal,

The Diet

The parties in the Diet immediately took up
the conlroversial issue and criticized the pas-
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sive attitude and behavior of the government
towards the “scandal’, On 25 March 1986,
Economic Planning Agency Dircctor Wataru
Hiraizumi, who was in charge of OECF loans,
said at a news conference that "o meddle in
the ‘Marcos scandal' constitutes interference
into the Philippines’ domestic offairs”, The
opposition demanded that  Hiraizumi  take
responsibility for his statement and asked him
to resign. The opposition was later placated
by an apology from Hiraizumi, with an added
promise o establish a special commitiee 1o
investigate the issue, [48]

This  special committee for  Philippine
economic assistance  was  created a month
alterwards, and discussions were held in both
the Lower and Upper Houses. The opposition,
however, lacked new data regarding the flow-
back of funds 1o Japanese politicians, a situa.
tion which was aggravated by government's
refusal to share  information. It scemed that
they were more preoccupied with the double
clections 1o be held close to that time,

Corparate response and the question of "proper
Corinissicn”

When iformation about the Marcos docu-
ments reached Japan, all the Japanese com-
pamics mentioned in them denied any
involvement. The PR section of the Marubeni
head office, for example, said that “we don’t
know which among the various commodities
we handled, from iron to Gber, was the one
in question”.  Toshihiko Morita, business sec-
tion chief of Sumitomo Shoji, also declared
that "it was a misinformation”. [49] Sumitomo
Shaoji, however, recanted its statement on the
same day and Morita himsell admitted that
when they signed the contract for power
transmission materials on the Seventh Yen
Loan in 1979, they sent more than 210
thousand  dollars, which constituted five per-
cent of the contract amount, to a Philippine
agency as commission for providing informa-
tion about the power development plan in the
Philippines, and the materials and supplics
necded, [50]
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Kanematsugosho Co, also confirmed its pay-
ment of about 400 thousand dollars reeorded
in the “Marcos Documents’. They said the
amount was paid as commission (cquivalent
to 95 million yen) for a one billion-yen con-
tract to supply substation and power Lransmis-
sion materials under the Sidh Yen Loan
package for the Cagayan Valley Eleetrifica-
tion Project. [51] This was equivalent to about
10 percent of the contract amount and they,
as well as Sumitomo Shoji, called it “proper
commission”, [52]

Likewise, Toyo Trading Co., which was
found to have paid the cquivalent of 15 per-
cent of project cost as  commission,  said
through its president, Hisashi Nomura, that
the act “"was legal in terms of both the
amount and the manner of payment”. [53]
(Foreign Minister Abe later argued, however,
that this kind of commission “is really bribery
il the money was extended (o0 Mr, Mureos”,
[54])

The issue of paying commissions wis noled
by the NTAA in 1979, which subsequently
limited the cases that could justify payment of
such to those with: 1) signed contracts stipulat-
mg payment of commission before projects
start; 2) specific statements of information
and services to be provided; and 3)
reasonable amounts to be paid l[or such infor-
mation and services. [55] Since  all the com-
panics mentioned were engaged in “suspicious!
tramsactions involving commissions, are they
not obliged to offer explanations, including
the disclosure of the details of their  eon-
tracts? The PCGEG might be able to prove,
sconer or later, that bribery was indeed com-
milled. When that time comes, however, it
might be impossible for Japan to charge con-
cerned individuals  becauwse the period  in
which the cases can be legally brought to
court might have lapsed by then,

What these tell us is that Japanese com-
pamics had made the most of the "lessons”
that the Lockheed scandal in 1976 taught
them. This can be scen in the move Lo
change the rebate route from 1977 to 1978,
and to set up a complicated mechanism ol
rebate control, in order to avoid easy delee-
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tion for those respomsible:; As a result, the s
companies gol away with having to pay only
st million yen in taxes and the rest, such as
Marubeni and the politiciang, were nol even
slightly touched.

Attempts at Reforms

After the "Marcos scandal" was publicized
and JICA’s involvement in a bribery case was
disclosed, "the people's concern about the
various systems of assistance was enhanced”,
and thus intensificd the discussion lo "over-
haul once again the entire assistance system,
with the end in view of offering proper and
effective  assistance". [56] Therefore, the
Japanese government was obliged not only o
respond 1o the suspicions raised, but also to
start its own review of the Tassistance” pro-
gram.

In Janvary 1987, an “assistance study pancl
for 20 countries was established by the Min-
istry of Foreign Affairs, [57] starting with the
"Country Study Group for Development Assis-
funce o the Republic of the Philippines"
headed by Prof. Akira Takahashi of the
University of Tokyo, Together with  re-
searchers and JICA, which acted as
secretarial, the study group conducted ficld
surveys of ODA projects in the Philippines,
and  completed  their report  after  three
months, [58]

In June and July, two successive missions,
the Philippine Economic Cooperation  Re-
search Group (or the Okita Mission), and the
Federation of Economic Organizations, visited
the Philippines, in fulfillment of a promise

made to Aquino during one of her visits to
Japan.

Councilor Takahiro Kawakami of the Minis-
iry of Foreign Affairs, who came to Manila
as a member of the Okita Mission, supgested
that besides the usual "request” basis as the
first step in availing of ODA, the “offer”
basis should be considered. [59] So far, al-
though the “request” system has supposcdly
governed QDA operations, the actual process
has been that Japancse companies would
ofien conduet surveys so that they can them-
selves  supply  the ‘'requested items” of
recipient  governments. (Figure 9) |60] These
informal surveys have always been done pre-
viously. (The suggestion made, in fact, would
merely formalize vsual practice.) What the
Japanese government wanted was (0 be able
to offer projects withowt a formal request
from the recipient, because then it would be
casier for them to evaluate the manner in
which QDA is used and implemented. Carol-
lary to this, of course, is that they wanted to
be able to initiate many projects so thal they
can fully dispose of an cver increasing ODA
budget.

On  the Philippine  side, more  concrete
proposals were  presented before the Okita
Mission, specifically, that ODA be used 1o
assist the Aguing government’s land reform
program, The OECF, however, responded that
it could not give s alloteed funds as  Jand-
owners' compénsation because of prior restrie-
tions. [61] Thus, the Japanese said that they
were prepared 1o discuss cooperation regard-
ing marginal projects to facilitate  agranan
reform like linancing, popularization, and in-
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frastructure. [62] Nevertheless, they agreed Lo
the use of “collateral funds' in pesos for
landowners” compensation and for commodity
loans, which, they promised, would increase
considerably in the future. [63]

Besides these, the Japanese government also
announced that, henceforth, names of com-
panies that receive job orders would be
publicized, [64] In October 1987, OECF Presi-
dent Mitsuhide Yamagochi said that ODA is
"mostly citizens' taxes and (hercfore, must be
used properly to make it most beneficial, We
will announce officially the names of the
companies as much as possible'. [65)

Much still needs to be done, however, with
regards  to  the implementation of these
reforms. In the "announcement” of names of
companies made in December that year, for
cxample, not only did contracted amounts
remain unclear, the list was also very selec-
tive. Only five projects for six companies were
mentioned, This was becawse the an-
nouncement  included only new  contracts,
which cost more than onc billion yen per
project (with more than 100 million yen as
consultancy fee). [66] It was way below public
expectations. Moreover, no company linked o
the Philippine ven loans was included. In the
second "announcement” by the OECF in Oc-
tober 1988, only 44 names were listed under
similar standards. Likewise, not one had to do
with Philippine yen loan projects. [67]

Breeding Ground for Corruption

In 1988, three seemingly uonrelated news
ilems appeared at around the same time:

I) For a year up to July 1988, as much as
57 billion yen was lsted as ecxpenditure that
companies involved in the controversy could
not account for (the larpest amount in his-
tory). At first, they could nol name any
recipient, Based on investigations, however, i
was later found out thal secret contributions
were given to politicians {about 2.4 billion
yen) and rebates given to transacting parties.
This is based on the NTAA’s investigation of
amounts set aside as rebates of 20 pereent of
large enterprises, i. e, those with a capitaliza-
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tion of 100 million yen, or 5000 companics,
Assuming that the remaining 20,000
enterprises would do the same, the total
amount would be a staggering 300 billion yen!
{The Recruil scandal, which was based largely
on the distribution of "operational funds® to
political and bureaucratic circles, was a typi-
cal example of this process. [68])

2) According W Asahi Shimbun (31 Decem-
ber 1988), the Kensetsusho (Japan's Ministry
of Construction) holds a "list of lavorites
from which successful bidders for construction
projects are chosen. "Membership®™ in such a
list has been decided on by members of the
industry. This confirms the sirong link be-
tween government and business.

3 On 23 December 1988, a conference on
overseas economic cooperation was held by
the ministers of Finance, Forcipgn  Aflairs, In-
ternational  Trade and  Indusiey, and the
Director-General of the Economic Planning
Apeney, Also present in the conference were
a number of LDP politicians and cabinet min-
isters  who normally would not be interested
in such a meeting  According to an LDP
member, "there is strong  psychological pres-
sure on  politicians and government  officials
to get their hands on & continuously increas-
ing ODA budpget". Politicians, according Lo
him, look at ODA as "similar to the war
repatations project, thus, very ‘tempting’ lor
those who want o take part in the distribu-
tion of the budgel”. |69]

The three cases mentioned above clearly in-
dicate the interlocking relationship of
Iapancse business groups, politicians, and
bureaucrats. The "Marcos scandal" took root
in such an enviconment, which likewise nur-
tured both the Lockheed scandal (1976) and
the "Recruit controversy” {1988).

While investigating the "Marcos scandal”, the
issue of rebate flowback to Japan, which was
the most important factor [rom the point of
vigw of the Japanese, did not prosper into a
real issue, and has become little more than
an unconfirmed rumor. As for the rebates
paid to Marcos, only a small part of it was
charged under the tax law, but the whole case
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was not (rested as a eriminal act, nor was
anyone tried for bribery.

An important fgure who could have zhed
light on the scandal, then PCGG Chairman
Salonga, had expressed his intention o visit
Japan, The Japanese government, however,
was not oo keen on the idea, and he was
never invited, [70] The then ruling Liberal
Democratic Party has  been  unenthusiastic
aboul cooperating with the PCGG, probably
to prevent any risk of exposure for their
members.

Meanwhile, the Philippine povernment is
bent om collecting  the millions that Marcos
had stashed away. At the same time, it also
needs fo maintain a good relationship with the
Japanese government since Lhe former wants
continued economie assistance from the latier,
Therefore, the Philippine government would
nol want Lo make the sitvation any worse
than it is now. Data from  official investiga-
lions are, thus, hikely to remain classified un-
less  there are  information leaks and
independent researches by the press, such as
the report of the Manila Chronicle on the
rehates from war reparations in September
1988,

As exemplificd by the Recruit seandal, fund
iramsfers and  the close relationship among
politicians, burcaucrats, and  businessmen
together form  a struclure which [acilitates
bribery. In a sense, this has become daily fare
i Japanese politics through practices like the
almost mandatory  contribution  of funds by
businessmen to certain  political parties and
factions, purchase of tickets for political
parties’ lund-raising events, and other similar
activities.

The attitude of politicians regarding "assis-
tance" has not chanped at all since the period
of war reparations; as shown above, Within
this context, the "Marcos scandal' can casily
be repeated, although it will probably be con-
ducted in a more cunning and subtle manner.
What the Lockheed and Marcos scandals have
taught company managers and politicans is
that it is' best not to transfer funds directly,
but to skillfully create a mechanism for fund
transfer consisting of several stages. In this
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way, they cam hide behind these “several
stages” if cver there is any investigation. They
can always repeat the claim that what they
give oOr receive are 'proper commissions”
without showing any data.

Also, they have learned that the rebate flow-
back to Japan may be inconspicuous if it
comes in the form of ordinary contributions
to political parties' funds [rom businesses to
groups supporting political parties, or by using
pnames of dummics and breaking up the
amount into litle chunks, rather than trans-
ferring larpe amounts at once. And then again,
they can always play innocent if they are
found out,

Since Japanese politics and business seem 1o
have gained much from this system of ex-
tending "assistance’, it is hardly likely that
burcaucrats and businessmen will stop practic-
ing the "best way to raise political funds™ in
the future. Or, even supposing that Japan's
ODA program has been ideal and properly
carried out, having a partner like the Philip-
pines where grafl is institutionalized means
that corruplion can be practiced at every step
of project implementation,

Countering Corruption

At this point, we can ask: how can we eradi-
cate corruption? It is important that we
deepen concern about ODA among ordinary
taxpayers, and (ogether with journalists and
researchers, closely monitor the QDA- related
activitics of the povernment. There are  also
moves to push for the enactment of the “"Fun-
damental Law of International Development
Cooperation” (sce Document Section - Ed.),
which should consider the flollowing points:
1) Crimes commitled in relation with other
countries, particularly with regards o ODA,
should not be allowed 1o go unpunished just
because the peried in which these can be
brought to court had already lapsed. Preserip-
tions for such crimes must be abolished.

2y ODA projects must be implemented
openly without bias for diplomatic or busi-
ness interests: [71] It should be clearly stated
that no secret deals between com-

KASARINLAN 25



panics/governments will be allowed in the
E/Ns and loan agreements,

3) Provisions for evalvation and audil of
ODA projects must be made. Independent
audits and project reviews must be done by
international agencies without the participation
of countries involved in the projects. Sub-
sequent  projects  should be  implemented
based on these evaluations, which should be
allocated for in the budpget of projects.

It is also preferable that auditing bodies be
composed of  specialists recommended by
people’s movements, representatives of op-
position partics in recipient countries, and
non-governmental organizations (NGOs) that
are direetly involved in development work in
the Third World. Such bodies will be helpful
in international cfforts to monitor aid,

4) Loans and grants from all donors shoulkd
be processed and  disbursed through only one
office, such as NEDA in the Philippines.

5) Smaller but numerous projects are
preferable to big projects in order to prevent
the transler of large amounls as commission
or "kickback”,

It is expected that politicians and business
groups that have been benefitting from the
present  system  will  strongly  oppose  the
proposals above. Thus, legislation is impos-
sible without considerable support and pres-
sure from  people’s movements, The  key

I Danilo Luis M. Mariano, “Was government scrious
about the POGGH, Philippine free Press, 10 Sep-
lember 1988, p. 7.

2. Besides Salonga, Daza, and Diaz who are menlioned
in the rext, the other commissioners were Pedro Yap
and Mary Concepeion Bautista,

3. Nihon Keizal Shimbun and dthers, 28 August
1957,

4, Asafi Shimbror, 24 Apel 1987,

3. Romeo A Reyes, Official Developrient Assistance
to the Thilippines: A Stedy of Administrative Capacity
and Performance, (Manila: Mational  Feonomic  apd
Drevelopment Authority, 1985), p. 53

6 fhid., p. 56,
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factor is solidarity with people’s movements in
recipient  counirics,

An International Network to Audit ODA Use

After the disclosure of the "Marcos Docu-
ments', Japanese citizens who had been con-
cerned with ODA since 1983 became more
active in imvestigating suspicious cases. Links
with the people’s movement in the Philip-
pines, however, have not been very  strong,
For one thing, the attempl o expose the
"Marcos scandal" seems to have centered on
recovering  the funds  that Marcos had
received as rebales, For another, people’s or-
ganizations often concentrated their efforts on
tackling issues like agrarian reform, US bascs,
elections, attempted coups, and human rights,
while giving low priorty to problems like
ODA,

The sitwation has not changed much sinee
the "Marcos scandal” first broke out in the
press. Thus, efforis (o correct it should all the
mori become persistent and consistent, What
can be done at this point is (o cstablish an
mternational network. composed of people’s
movements, peasant proups, the labor move-
ment, journalists, lawyers, and researchers that
would monitor and awdit the use (and misuse)
of ODA, Only by working topether  will
people be able to make changes that matler,
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T According to the Aseaftl Shimbun, the post of the
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T 1) and 2 are linked in cases such as the following:
if at any point there is a problem of disclosing any
information, it should be kept from the public only
within & definite pericd of fme, say wo vears, afler
which, such information must be Tully disclosed. At the
same time, this perdod should net be counted as parl of
the prescription term of crimes.
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