Marcos’ Yen for Corruption

Masaki

rI\he 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
involving Ferdinand Marcos, the Japanese In-
termational Cooperation Agency (JICA), and
the Overseas Ecomomic Cooperation Fund
{OECF). In rcality, however, only the sub-
stantial expansion of the budget for ODA &
apparcnt at  present. What does this signify?

This article takes up the issue of corruption
under the Marcos regime with regards 1o yen
loans to the Philippines, particularly the issue
of rchates paid by Japancse companies to the
Marcoses and their "eronics®,

It is conlended here that embezzicment has
been conducted over g long period, nol in a
disorderly or sporadic manner, bul systemati-
cally and comprehensively. The first siep 1o
lake, thercfore, in order to prevent any
recurrence of the "Marcos  scandal® is a
thorough exposition and eradication of the
system  which allowed (he embezzlement to
take place. In this context, the Japanese
government’s systom of review of ODA will
also be examined.

The "Marcos Scandal’ and the Philippine
Government

Even before the fall of the Marcos govern-
menl, the rebate scandal and Mareos’ illegal
accumulation of wealth were brought into
question many limes in the Philippines, Japan,
and the United Siates, But facts were never
[ully disclosed and examinalion of evidence
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was oflen stalled. With Marcos’ downfall and
flight in Febroary 1986, moves for a full-scale
investigation were finally taken.

The Presidential Commission on  Good
Governmenl {PCG(G) was  created by the
Aquino government through Executive Order
(EO) No. 1 Lo investigale questionable deals
and to recover Marcos' Sill-gotien wealth®
The PCGG, then, was not only an invesligat-
ing committce, bul also a powerful semi-judi-
cial agency [1] with Bve commissioners [2]
who were authorized to look into alleged
Murcos properlics, lo invcsiigate, and if
neeessary, (0 'seizg, (hese. Jovito Salonga, a
well-known leader of the anti-Marcos move-
ment, was chosen as its first charperson.
Salonga, known as a politician of statere and
an upright man, lent prestige to the  newly-
organized commission. He, however, resigned
from the PCGG in order to run for the
Scnate in July 1987. He was replaced by onc
of the commissioners, Ramon DHaz. (At present,
the PCGG is headed by Dravid Castro, -Ed.)

It is difficull to measure the extent to which
the POGG has investigaled the "Marcos scan-
dal®, Ruul Daza, then PCGG commissioner in
charge of Japanese affairs, was intervicwed by
this writer in September 1986, and said (his
about their progress at that point

Bverything i alrcady clesr about the "Marcos
scandal’. We have discovered rhat the slolen
mongy of the Overseas Lronomic Couperatnn
Fund {yen |loans prowided by the Japancse govern-
ment) has been kept mostly in seeret secounts in
Swiirettand, Decause of the Gnancial difficultics

of the Philippine government, the PCGG &
presently focusing it attention on recovering



these fends and will start investigaling  those respon-
siltle ax soon as possiblc.

Marcos brought with him volumes of docu-
ments, aside from various commaoditics and
money in his [ight to IMawaii. These were
discovered and confiscated by the US Cus-
toms in Honoluly, and sent o the US
government in Washington, D. C.. Sinec the
Marcoses' illegally accumulated wealth in the
LS had been previpusly discussed in the US
Congress, many pcople were interesied in the
so-called "Marcos documents™. On 20 March
1986, the US Congress publiced most of
these documents,

The documents were also  extensively
reported about in Japan since (hey contained
accounts of yon loan projects and the involve-
ment of Japanese companics. Journalists con-
tinucd their investigations and both (he
Houses of Representatives and  Councilors
formed the "Philippine Eeonomic Assistance
Investigalive Special Commitice” 1o study the
issue,

Among Lthe materials obtained by the PCGG
were Lhe following:

1)'Marcos Documenis™« 1,500 documents con-
fiscaled at the US Customs; 2, 300 pages.

2} "Malacanang Documents® - documents in
35 suitcases and dovens of boxes and scred
by the POGG from Malacanang Palace.

3) "Rodrigucz Documents® - 1,200 to 1,300
pages of malerials about ven loans submitied
to the POCGG by former Implementing OF
ficer of yen loan projects, Oscar L. Rodriguez.

The "Marcos Documents” helped substantiote
snspicions about the embezzlement of yen
louns. They provided evidence that a  consid-
erable part of yen loans was spent on rebate
payments, Indced, 25 o 30 pereent of con-
tract amounis were emberzled as rebate for
the implementation of yen loan projects (Ifg-
ure 1}. Japanese companies, such as C. Itoh
Shoji, claimed (hat this was but "proper com-
mission”. [3] Since they took every means to
conceal (his  practice during the Marcos
repime, however, calling  rebule  payments
“proper”  omly altier the documents  were
publicized s not convincing at all

Further, payments made could only be con-
sidered “proper” if the amounts (or the rates)
were reasonable, if reapicnts had a right to
them, and if such payments were stipulated in
the contracts beforchand. (These will be dis-

Figure 1. The Mechanism of Maroos® Rebute Payments

President
Marcos

approval
sounding

Philipplne Agents
{Angenit Invest. Corp.)

Oscar L Rodriguez
Implementing Cfcr. OECF

"commission®

approval

Small Trading Firms {(of Japan)
P&N, Sealand Enterprise, etc.

order of goods
and services

*comimission’

Hy

“commission”

Sogo Shoshas ]‘

Source: Translated und modificd chart from Asafi Shimbuen, 28 August [U49,

8 KASARINLAN

2nd Quarter 1990



cussed more fully below.) Indeed, there is no
doubt that unrcasonzbly large amounts were
paid by the companies as commission, in spile
of their knowledge that these were used as
Lribes 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 (10), who was then
Public: Waorks and Highways Deputy Minister
Oscar L. Rodriguez, controlled  everything
from consultations for projects to biddings for
them, received direet instructions from Mar-
eos, and was in close comact with the QECF,
Rodrigucz pointed to the complicity of  the
OECF by saying that "none of the funds
could be used without the approval of the
OECF [4]. Indeed, the close relutionship be-
tween the two functioned as Marcos’ “yen
loan control mechanism®. In connection wath
this, Angenit Investment Corporation (owned
by Andres V. Genito, Jr.) operated as the
‘rebate  receiving mechanism®, Daia told this
writer that "Mr. Genito, who fled to the US,
was in charge of all abuse of funds ™.

Dr. Romeco Reyes, one of the top
burcaucrats of the National Economic
Development Authority (NEDA), pointed out
the unusual practices in the disbursement of
ven 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 government
and the Philippine government, the internal ad-
ministrative structure within the Philippine
povernment, and the process [or loan programe-
ming and disbursement for Jopanese ODA loans
gre signilicantly differcnt from all others |5]

According to Dr. Reyes, the 10 plays a
decistve role in the bidding and contracting
of projects:

Onee the loan las been declored effective, bid-
ding documents are scat by the [0 to the GECE
for approval ‘The wsual bidding and contrmcting
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process B conducted, except in the case of OECP-
assisted projects. The latter situation 18 charac-
terized by the following unique featurcs: a) the 1O
coordinates the cntire process; und b) the Presi-
den! approves the gwand of contract and the con-
tract document. 6]

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

The sysiem of the 10, indeed, functioned as
an cffective means of controlling yen loans,
In this regard, how sirong was the nfluence
of the OECF or the Japancse government in
the cotablishment of the 10 office which, as
Mr. Rodriguez had  claimed, functioned  as
Marcos' support system? What does the fact
that the 10 was cstablished a day after mar-
tial law was declared imply?

Buckground and history

The process of rebate puyment 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
Mareos created the Implementing Officer sys-
tem in order to facilitate the flow of rebates.
The offices of the Presidential Coordinating
Committee for Japanese Official Assistance
(PCC), Implementing Officer, and Scerctariat
were created through Administrative Order
No. 338 dated 22 Scptember 1972, with the
sole task of receiving Japanese yen loans,
They were assigned 1o 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 onc of the molives for
the declaration of martial law m 1972

The history of corruption involving Marcos
and the Japancse, however, dates back to the
period when war reparations were extended to
the  Philippines. When Philippine-Japan
diplomatic relations were restored in May
1956, the War Reparations Agreement was
signed by the governments of both countrics.
The total amount to be given was 550 mallion
US dollars for a term of 20 years, making the
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Philippines recipicnt of the biggest amount
among countries that received war repara-
tons (the others were Indoncsia, Burma, and
Vietnam). 1t was agreed that 250 million dol-
lars would be provided for the first 10 years,
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 Philipping
governmenl would request desired items from
the Japanese government, and upon approval,
would enter into
trading firms and manufaclurers to  procure

machinery and services. In Lurn, the Japanese

government would pay the companies the yen
equivalent of requested items. For Japanese
companies, this became an important oppor-
tunily to cxport their products because, by
then, payment for their goods would have
been ensured. Thus, from July 1956 o 1976,
Japan granted a total of 190.2 billion yen in
the form of trains, ships, plants, machinery,
and automobiles under this Agreement, [10]

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

The first yen loan was provided i 1971
Botween 1971 and 1976, payment of repara-
tions and disbursement of yen loans were
done simultancously. With the Amity Trade
and Navigation Treaty 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 nced (o
sel up the IO system as an improved rebate
control mechanism,

Although Marcos now had the authority 10
control projects  oflically because. of marmal
law, receiving rebates had to be done behind
the scenes. Il is assumoed that this task wenl
o Eulogio Balao, former chairperson of the
reparations commillee, and other people, who
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contracts with Japanese

Figure 2 Actual Administrative Structure for USAID
and Other Bilateral QDA Loans
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had similar responsibilities in handling the
reparations projects. During Balao’s term as
chairperson of the reparations commiitee, the
rebate rate, 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 perplexcd even the Japanese com-
panies, [12] Further, m the list of contracts for
a flood prevention project in Manila around
1973 to 1977, 15 pereemt of the contract
amount with Toye Trading Co., Nissho- Iwai,
Sakai Heavy Industrics and others were
recorded under "BBB" |13), referring 10 Balao
who was once ranked brigadier general, This
shows that Balao played a substantial role in
receiving rebates, not only during the peried of
payment of preparations, but also in disbursing
ven loans.
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According to  nformation lcaked by the
PCGG |14], Marcos  received at least 47.7
million dollars as commission for various
projects between 1966 and 1981 [15], an
amount equivalent Lo 139 percent of the 300
million-tlollar  rcpatations 1the  country  was
suppoascd to reccive.  Balao controlled this
operation and coordinated with the exceulives
of Toyn Trading Co. and Sakai Heavy In-
dustrics in choosing companics which would
reeetve  contracts, They remiited "kickbacks®
or rebates 1o Margos® secret Swiss bank ac-
count via Honp Konge

This lcaked report was based on the af-
fidavit of Bullazar Aquino  (hereafter referred
w as B. Aquino) who was Minister of Public
Works and [lighways until July 1979, B,
Aquino took over Balao’s position when the
ltter died, and continued 1o recvive and
remi rebates to Switzerland, In his affidiavit,

Figure 3, Actual Administrative Struclure
for Japanese (OECFY ODA Loans
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he disclosed that "in behalf of Marcos, T senl
the full amount paid by the Japuncse
businessmen to his account, according to his
instructions, without any embezzlement on
my parl’. [1i]

There is no doult that Marcos reparded the
war reparations and the yen loans as mpor-
lant sources of his wealth, and shrewdly used
them (o his advantage. Firsl, he converted
reparations  programs  into public  sector
projects to faciliale povernmenl intervention;
then he assigned Balao and other men close
o him to control the bidding and coordina-
tion of projects; and linally, he ordercd them
to receive and rechannel rebates.

Changes in the rebate route

When Balao died, changes bhad to be -
stituted, As mentioned above, B. Aquino took
aver  Lhe  reparations- related
projects. Rodripuer controlled
a major component of the
implemuentation of yen loans,
and Genito established the
channcl [or receiving rebates.
In November 1977, Sanritsu
Trading Co. split {rom Chira
Overscas which  had  ranked
sixth in terms of number of
contracts held. In September
1978, Toyo Trading Co,
which had the most contraets
for yen loan projects, pulled
Contract vul [rom the Philippines and
Review set up  another  company,
Commattes | called P & N. DBoth these
corporile changes took place
as the rebate route was being
changed. These moves can-
notl be ditmissed as mcere
comncidences, [lor they were
later instewmental in reinlore-
g the links between Marcos
and thy Japanese companics,
Infereslingly, P & N had
Guenite | of  Angenit  Invest-
ment Corp. as an important
slockholder. |17)  Further,
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Figure 4. The Relationship Retveen Jopancss Companies and the Thilippines
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(ieronime £, Velasco, who was Mindster of
Enerpy under Marcos, was assigned o
manage yen loan projects related to elecric
power and encrgy. [18] The "Marubeni route’,
with then Ambassador 1o Japan Robetto
Benedicto as contral fgure, was also  eslab-
lished, (Figure 4)

The Rodriguez stuterment and the OECF

In -an interview with e Asqghl Shirbun,
Rodricuezr claimed that the 1O system waus
"sgl up in Tesponse (0 a request from the
GECF". [19] Il -explained that the Japanese
side insisted on negoliating with only one
person from the Philippine government and
thal tramsacling with "a single receiving body
was their constant policy”. The OECF, asked
to respond (o this, could only vagucly reply
that "since It was guite a long lme ago, we
have to check it up" or "T've never hcard that
we Tequesicd such a thing',

The 10 set-up, was favorable to the OECE,
in the sense that it cnabled them to  avoid
being  dircetly ‘connedted  with  the rebats-
receiving window  where. the risk of being
found oul was higher. They still wanted to
keep this a elose secrer, howewver, and did oot
publicly . announce the new system.

In another newspaper report, Rodripuer told
a fao-finding  delegation of the  Japan
Socialist Party that "had the QECF disclosed
the cost of yon loan projects, there would
have teon no prubl-:;lu witl rcgﬂrd to the
rehates”. [20] It would seem that Rodrigeez
was trying to shift -the blame for ihese
problems to the OECF. As we how seen,
however, Rodriguez and the OBECF  had
worked topether to conirol the ebates, and
they, as well as Mareos, were definitely aware
of all that had happened.

In any case, Rodrigie? staloment showed
hal the OBECMs scerct system and tho eoasi-
cnce of a single recipient for the leans were
important  Factors for Marces” illegal  Joan
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channel. Therefors, in order 1o prevenl any
repelition of the "Marcos  scandal”, at least
the following measures have to be taken (dis-
cussed in detail kxer):
mabolish the 10 system which is a spe-
dal recewing body only for yen loans;
m conduct all lpan procedurcs opeoly;
anil
m adopt an awditing system by an inde-
pendent agency with non-Japancse and
nom-Filiping individuals and organiza-
tons as members.

The IO Systern under the Aguino goverriment

Surprisingly, the IO sysiem was maintained
even alter the Aguino povernment came 0
power, As meationed, Rodriguez was retained
as depuly minister for public works and high-
ways even under Aquino (at least in the carly
months), He was never  prosecuted nor called
to ‘account for lis previous aclivitics. The
data. for the Firsd lo the 12th Yen Loan
projeets, athered from the "Rodiiguez Docu-
ments”, were said W have beon submilied by
Rodriguez to his: superior in order lo prove
his nocence, [21] 1L s possible then to say
that be was just a loyal lechnocrat |22], and
that he himscl had never embeizded money.
He was Tikewise not accused of being Marcos'
accomplice in comrolling  rebates becawse he
did mat Meure visibly in the transactions and
had instead cooperated with the PCGG in
their investigations.

Accarding Lo JICA, the old administrative
system  of implementing ODA fuads  was
asically retained” with some modifications:
)

L. Instead of the President, it is now the
Invesiment  Coordination Committes  ([CC)

that will approve all projects. The ICC con-

sists of representatives from ning agencics -
Departiment of Finance, NEDA, Doepartment
of Budget, Central Bank, and five financial
instilutions, ncluding  the Philippine National
Dank,

2. An 10 s appointed to take full respon-
sibiity for the  implementation  and super-
vision of yen loan projects.

2ned Quarter 1990

3, Propusals wil be regularly preparcd to
assure  continuity.

Thus, there has been no fundamental change
excepl the removel of the dircet link between
the [0 and the President, Instead, the ICC
which is attached o NEDA, would now coor-
dinatc with the ID for approval of leans, [24]
This writer was later informed that a relative
of President Aquino, Helminigildo Agquino
(currcnlly a Ropresentative) was installed  as
10 alfer Rodriguez.

In Junc 1983, Vice-Preswdent Salvador
leurcl, who was then  Forcign  Minister,
visited Japan and proposed the creation of the
"“Laurel Route”, which would assign the
Depariment of Forcign Alluirs as the only
receiving channcl for ODA. [25] In September
1987, however, he resigned from  his mink
sierial position without realizing this plon;

The importance and role of the 10 under
the Agquing government remains unclear. But
while this structurc s sl maniamed, the

amount of QDA for the Philippines bas been

ingreased under the. 14b and 15t Yen Loin
packages. And there scems 0 be ne guaron-
tes thal what the Marcoses did will not be
done again.

Implementation of Yen Loans

This sedion will cxomine the proceduore of
providing loans by the Japancse government
through data ifrom the Ministry of Foreign
Aflairs of Japan {MFA) and other agencics,
[26] and the process of implementing these
on the side of the Philippines, based on the
"Philipping Administralive System for the In-
troduction and Employment of Foreign Aid",
an article written by Koki Hirota, then of
the OBECF Rescarch and Developmont
Department, [27)

Seventy-five percent of yen loans arc for

priject loans, Aceording to data from the MEFA,

before loans: are granted, the following steps
are laken: 1) identification of projects, 2)
preparation; 3) approval and loan negatiation;
4) procurement; 5) disbursement; 6) super-
vision; and 7) cvaluation and examination of
new projects, if any. (Figures 5 and &)
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Figurs 5. Procedore af Yen Loans
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E/M: Exchange of Moles
G/ Cenaral Acrosmant
LiA Loan Agreement
L/C: Letter of Credit

L,/Cem: Lalter of Commilmand
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Figure & Implementation of Yen/Proect Loans
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In the fwst step, the Japanese government
looks at the  country profik: and conducts
Yhatdasy" [lit., excavation, espacially of ancient
ruiss] surveys |28], The intention  behind
these “hakiursy”  surveys, which are not men-
tioned on the Philipping side, has never been
made clear, Tn the second step, the program
for implementation is prepared on the basis
of a leasibility study, after which applications
for loans are submitted by the Philippine
government to the Japanese govermment. Ac-
cording 1o Hirots, NEDA is the ceatral
authority [or development projects of (he
Philippine  government. NEDA  makes
decisions, coordinates with  concerned MICD-
cies, and audits and evalvates projucts. NEDA
serves as the window for forcign agencies',
[29] After projects are studied and zpproved
by the ICC, negotiations for loans begin. [30]

Upon  receiving  requests  fae loans,  the
Japanese government  ¢xamines and reviews
planncd projects. Amounts and conditions for
loans arc decided on after comsulations with
the ministrics of Foreign Affairs, Finance, and
International ‘Trade and Induwstry, and the
Economic Planning Ageney, [31] The Japanese
government  then gives its "pledge” to the
Philippine  side, and Exthange of Notes
(E/Ns) follows,

From the third step onwards, much of the
work 15 dome by the OECF and repre:
senfalives  of the Philippine  povernment.
Schedules for release of loans and other con-
ditions arc discussed, afler which loan agree-
ments arg signed by the two parties. Ridding
for materials is then announced, and after
supplicrs are chosen, the OECF issues Let-
ters of Commilment (L/Com) agzinst Letiers
of Credit (L/C).opencd by supplicrs. Disbur-
sement takes place “when comracts are [ul-
filled. OECF and NEDA supervise and report
on the progress of projects. Upon completion,
they abse prepare reports of completion, after
which projects are then evaluated.

20A beliind the scener

Hirota's acticle may le cited as a peneral
reference on ODA, Tt suffers, however, from
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a glaring pmission, i.e., it neglecs to say that
a dilterent system  governs the disbursement
of Tapanese ODA, which can mislead peophe
mto thinking that ven loans arc processed in
the same manner as ODA  frem  other
donors.

The article, likewise, -did nat report on what
had actually happened in the implementation
of ODA, especially during Marcos’ time: In
the sccond step of the project cyele (prepara-
tion), where the OECF and Rodriguer played
the central role, loan applications were sub.
mitted without a thorough cxamination and
review by the alorementioned Japanese apen-
cies. From the third step (approval) to the
seventh {evaluation), no audit was dome by an
independent agency.  Enverything was  carried
out by the OECF and Rodrignes bevond
public scrutiny, Therefore, padding or bribes
concerning 1he tenders could never b known
unless insiders spoke out. [32]

Fortunatcly, reports oa the structure of
rebate  cmbezzlement, amounts set aside Tur
rebates (eight to 20 percent of project cost),
and  involvemenl  of Japanese sogr-shoshaes
would later find their way into the pages of
popular magazines and olher publications. [33]
[34]

The Role of Shoshas and Sogo-Shoshas

A peeuliar aspeet of the yen loan rebate
issue was the comsidersble participation  of
small shoshtas (trading firms) that mediated
between Japanese manufacturers and Marcos,
such a5 Toyo Trading Co. (renamed as Toye
Technica m 1984} and P & N, {(which splt
from Toyo), Ohirn Overseas, and Sanrilss
Trading Co  (which became independent from
Ohira Overseas), Scaland Enterprise Japan {or
Sealand), and Sakai Heavy Industries {which
was 4 manulacturer rather than a  trading
firm). (Takle I)

On the cher hand, Marubeni, a soge-shasia
(very large trading firm) posted the highest
record of rading with the Philippines - equal
10 116 hilhon yen - or 70 percent of the total
amount of the: 173 hillion ven loan extended
to the Philippines from the nine big shashay
in 1985, [33] Surprisingly, however, Marobeni
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Table 1. Japanese Companies Contracted for Yen Loan Projects to the Philippines

(First to 12th)

Mame of Company

~f O G oEm L o

w oo

Toye Technica
. Sakai Heavy Industries
. P&N

. Waruhani

. ToyoTrading

. Dhira Overseas

. Tomen

. Mitsui Bussan

. ¥anematsu Kosho

10. Sumitomo Shoji

11.
12.
13.
14,
15,
16.
17.
18.
19,
20,
21.
22,
23.
24,
25,
26,
27
23,
29.
30.
31,
32.
33
24,
a5,

Kawatetsu Bussan
Hagiwara Selsajuko
Ita Shaoji

Nihon Musen
Missho hwal
Sarkyo Kogyo
Sumitomo Shoji
Seika Sangyo
Toyota Trading
Mitsubishl Shaoji
Incue Electric MFG
Yasutake Sanqyo
CLM Cooperation
USIPHIL

Kurimato

Deruta Juki
Komatsu

F-E-I

Ingasoluland

K Motor Sales
Kawatetsu Shoji
Yashima Campany
MP-INC

Farcna Trading
Kuhota

MNotes:

Sowae: Yoruud Shiebrar, 14 Apil 1986, based on reports submitted o the PCGG by Oscar Rodrigues,

{author's note). )
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No. of Projects

18
14
10

7

6
8
2
d
4
L
2
3
4
1
i
1
1
1
i
3
1
2
1
i
i
i
1
1
1
1
1
1
1
1
1

KASARINLAN

Contract Amount {yen}

3,593 117,563
11,5650565,841
11,217,078,560

B.B0Z845073
7 447 861,300

5.960,670,426

153,955,617
3,755,550 466
3,153,536,893
2.394,030 765
1,663,3358,200
1,583,421, 693
1,562 369,677
1,550, 487,000
1,252,219,045
1,187,794.57V5
864,140,480
626,905,602
616,784,389
506,600,970
365,080,726
321,666,856
267,590,912
235, 409,672
194,500,000
66,530,020
B0.20H5 473
48,070,370
20,132,450
13,524,007
4,522 500
3,425,230
2,023,600
1,685,680
1,685,316

Technical Assistanca Projects contracted to 24 cansultants are onmitted.
Amang all tha projects, which cost a total of about 103.3 billon yen, Toyo Trading (1. 3, 5)
was involved in 34 of thern, costing about 50.3 billion yen, 50 percent of Lotal amount-
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hardly figurcd in the "Marcos  documents®,
This was munly beoeouse Marubeni had a
separate, dircet route to Marcos via Benedic-
wy and  because Marubeni subcontracted
projects Lo smaller shoshas. [36]

Let us dwell more leagthily on the second
point. Right after the cxpose of the "Marcos
Docoments" in March 1086, different  mass
media proups were hot on the trail of yen
loans, a compelition which resulted in several
seoops. For example,  Sankei Shimbun (23
March 1986) reported extensively on the 70
million yen ax evasion case of Sealand. In
Is1, ) milhon yven  was withdeswn in cash
Irom an account in a Tokve bank and was
homded by the suid company to 2 Filipino
whies was then in Japan, Thiz was revealed by
the  Nutional  Tax  Admizistration  Agency
(NTAA) I Tokyo in the autumn of the
following year. They noted Sealand's  fuilure
W oaccount for 150 million yen, induding 70
million yen which was slapped addiional tax.
ln an inleeview with Sankel Shinbuer, Scalund
president Toshio Yoneyama  revealed that the
Filiping recipient was Mr. Raquiza, former
minister of Public Works and Highways wha
took over from B. Aquino. After Balao's
death, Raquira, who was reportedly not well-
Fipure 7. Flow of Cioade and [ebuare in Ephth Yea Loan

for Pont Lending Faclines Bxpansion Project

Car Car
Wi, Mt

: |

0 bulldnzﬁrs‘ﬂnd large trucks [1.5 B yen)

bealand BEnterprise Japan

\I/ TOM yen

-Eanril.:iu. Tiading | fepate

z r

v
i Raguiza

farnsbenl

L T

[I'-':l:uilippinn Gaw't, _] (L Marcps =F. Marcos

—— |

Sowrecet Tronslaled and modified chan from
Sarrkel Sfunrbin, 25 Moeh 1986,
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Lked by Imelda Marcos, lost his job, Tn 1981,
maybe io a bid w come back, he was reporied
w have offered to act as po-between in bring-
ing moncy (0 Tmelda, with Yoneyama's help.
According o the said  ardch:, his  Jeal,
facilitated by Murubeni, Sanritsu Trading, and
Sealand, involved the purchase of 200
bulldozers and large trucks by (he Philipping
government,  which were supplied by Sakai
Heavy - Industries  fromm certuin automobile
manuflacturers,  (Figure 7)) This shows how
Marubeni was ot list able 10 escape detec-
ton as a major participant in the  frimsoc-
Liveais

Srakan Posuto also wrote extensively on the
complicated  relationship between Marubeni,
Sukai Heavy Industrics, and  Sanritsu Tradiog
Co. According 1o its reporls, "t is strongly
suspected that Sanritsu Treading Co, was, in
the first place, estaldished by Marubeni as
dummy company for the purpose of  sending
rebates to Marcos™, |37] (Figure 8)

Among the companics listed in Talde 2, only
ene has been  inwvolved in several yen loaa
projects, thus  the presende of  Marubeni i
even more remorkable, as it was ovolved dn
four projects, costing roughly 31.2 billion yen,

On 1 Apcil 19840, PCGO Commussioner Raul
Dava, reparted that  at least five Japancse
companies, including Marubeni and  Toye
Menka, were invelved in yen loan rebate pay-
ments to Marcos, estimated to be as maoch
as 500 million dollars. Based on reporis from
Japancse companics concemcd, Daza  gx
plained the system of paying rebates as fol-
lows: [38]

The pmjects implementation ageney {or the IO -
quthors noce) wowld avthon=e the relesse of Lhe
poject fund, past of which would be grven o a
Japaness prime contractor il 4 fodslructon
project. Tha prime contractar was usually ropee-
sented by a lage Japancsc Grm,

The primc contractar would then pass on 20
to 25 percent of the project money o a4 "spe-
aal trading howse® which allpgedly ook core
o mmitting the Tunds to Marcas or his
naTirecE:
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Figure £ The Relationship Ameng Marubeni-and Small Shoshas

Marubeni
Kazuo Haruna, Pres,

former employes

"

large buwiness
connection

e FELd P:Ht
BRI g ol i
drbebie {j::-'-gt T e e SRR

Sakai Heavy Indus.

Sanritsu Trading

l2iga business connection

Tomoyoshl Sakai, Pres.

Minore Ida, Fres.

§$? hiate] VRN S'Q""‘P}-':m
i MMM jfﬁﬁﬁ BE

¢x+am°“m““ T ‘ﬁﬂéﬂm 31""53
PRI
m ERNRE AR b e i DU R

separated in Nov, 1977
Ohira Overseas

Yozhig Inous, Pres,

Source! Sfedkepnt Posute, 18 Apdl 1986, p, 1520

Therefore, although Marubeni and other big

shishas -are  hardly sisible in the “Marcos
Documents', it cannot be said that they were
above suspicion. Rather, it is prool of
Marubeni’s shiewilly planncd operations that
they were almost able to get away with being
assnciated with the "Marcos scandal”,

‘Economic Assistance is Like
a Secret Budgel®

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

What compounds this situation s that, as a
practice, the  Japanese government docs nol
disclose. the contents of contracts it enters
into with traders, saying that this "secrecy is
for the sake of diplomacy”, or "for the sake
of busimess interests” or “out of respect for
the sovercipnty ol the other country". [39]
Government oflicials are themmsalves very gpar-
ing with information and detals. In (his par-
teular tase, even the Board of Audit was not
cager o ewamine the yen loan projects and
bas never pointcd oul any “impreper expen-
ses”, [40]

Thus, implementing ven loan  projects, a
process which s 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. Not only have huge amounts of taxes
besn misused; loans wlich have oo prospocts
of being repaid have also been mewrred. The
real victims are, therefore, ordnary citizens
of both countrics: Japancse who dutifolly pay
taxes which fmance yen loans, and  Filipinos
on whom the burden of repayment [alls,

Tn the words of a focmwer Cabinct minstcr:

[41]

*Bronomic sisictance i@ like 3 secret budged, The
way il i5 wsed s not conleelked by the Dhicl,
People are not informes] about il In additon,
there is constant presiure for Inereasimg i I Qs
the best wey fo roise peolitical funds"

Japanese Response to
the "Marcos Scandal

This scetion reviews and cvaluates reactions
of the Japunese povermment and its apencies
to the exposition of these issues.

The Ministries of Foreige Affairs, Finance, lnter-
national Trade and lndestry, and the Econcinic
Planamge Agency

When the involvemend of Japancse com-
panics in the rebale  problem was first dis-
eusged in the Digt, then Foreipn Minister Abe
reacted positively by expressing his support
for the attempts o pel to the bottom of the
ey, He was qltuli:cl as sayving that "t =
important to change the orientation of
Japanese ecoromic  assislance. 1 owill try o
cooperate with the efforts 1o examne  our

KASARINLAN 15



Table 2. Sogo-Shoshas’ Participation in Yen Loan Projects (First to Ninth Loans)
[Flgures are the full costs of the: projects, In million yen)

Sogo-3hosha Project Yen Loan Amount Heote Teotal Amound:
part. project
<. ltoh Cogayan Yailey Electrification 1st 5,191 Completed 15,611
‘Cagayan Valiey Electrification 10,420 Completed
Kanematsu Gosho Cagayan Valley Electritication gth 5,191  Completed
Mindanac Powsr Ling Constuction 4,600 8,791
Sumitomo Shoji (WPC) KA, NA
(PNOC) MNA MA
‘Toyo Menka Expansion of Aviation fth 5,270 5,270
Securlty Facilities
MNichimen None
Missho-lwai {PNOC Fiar) NA 5,410 5.410
Improvement of  Manils
Metropolitan Transpotation Syestem
Marubeni Subic Repair Dock 5th 11,230
Power Geneation Plant SDEEiEIl 7000 Gc:mpleted
Metropelitan Transpostation Bth 5410 31,200
System
Leyte Industial Zona 9tk 7,560
Harbor Constraction _
Mitsui Bussan Mafional Rallways ard 1,898 Completsd
Commuter-Transportation Ratddormeament
Expansion o Postal 8th ' pso  Completed 2748

MMaragernent Facliities
Mitsubishi Shoji Mane

Source: Mamoru Tsuda and Masaki Yokayarma, "Folitics of Yen Loans to AP, m Marnory Tsuda
and Leo Deocadz, eds, AP-Japan Relations and ADB {Manily MNstional Bookstore, 19861

assistance program.” [42] He also znnounced
that the "Assistance Ewvaluation and Examina-
tion Section" of his private advisory body, the
'"ODA  Implementation Efficieney  Study
Groep", had alrcady begun Lo examine lhe
coneept of economic cooperalion. [43] Their
group, however, avoided any menlion of the
fact that 1he issue was in any way part of the
"Marcos seandal”, [44]

The Mimstry of Forcin Affars also sent a
fact-Anding (cam (o the Philippines in order
to conduct a field survey. They, however, slso
avoided Louching the issue of rebate payment.
How, (hen, tould they conducl any fundamen-
1al "review” without dealing with the "Marcos
scandal"?

In May 1986, officialz of the four povern-
ment ministries involved in ODA interviewed
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representalives of 12 Japanese  companies
mentioned in the "Marcos Documents’. A
report was then submitted to the FPhilippine
Economic Assistance  Special  Investigaling
Committee of the House of Hepresentalives,
containing, among oiher things, the lollowing
items: 1) almost  half of the commissions
recorded im the sald  docoments, most of
which were equivalent to 15 percent of lsans
were confirmed to have becn paid; 2} all
companics considered paymoent 0f  commis
sions as- a normal procedure in ordinary com-
mercial  ransaclions; and 3) among the 20
cases of payment recorded in the said docu-
ments, the legalily of at least 14 casés could
not be confirmed, These companics were nel
named nor were details of the hearings an-
nounced. The reason given by the government
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was thgl thess were "voluntary" hearings,
leading one Lo suspect that the povernment
was protecting the companies.

In the end, even Forcign Minister Abe's
effort o invesligate” turned out to be mere
lip service. Up to now, the truth about the
"Mareos scandal' bas never been completely
uncovered. What was obvious, though, was the
attempt of the Japancs: government to
prevent more exposes and investigations of
the scandal by exerting pressure on Lhe
Philippine povernment in return for promises
of assislance,

The Board of Auwdit

In April 1986, the Board of Auwdil (BoAj
alse deeided o undertake an audit of foreign
assistance projects and  restructured ils per-
somnel for this purpose, Prior (o this, losns
and prants were administered by separate of-
fices, 4 sct-up which resulled in communica-
tivn and coordination problems These ollices
were - also severely understaficd,

In the spring.and summer of 1987, three- to
four-member - eams  were senl Lo sgven
countrizs, ncluding the Philippines, in order
1o conduct lield surveys. They discovered con-
weversial items, not ooly in s disburscment
of ven loans fo the Philippines, but n the
enlire OCA program, They were not able to
cxaming them  any funher, however, because
the Mimstry of Foreign Affairs smid (hat such
a move would constitute interference into
each  coustry's domestic alfairs, As Reanid,
the BoA has, up to now, been unable to
expost cascs of corrupion related w the use
af the loans.

In December 1987, a Nkmetmber foreigh al-
fairs audit section was established in the
BoA, and was assigned principally to - aundit
ODA projects. Shigpekszu Okabe, the section
chief, however, declared corly on that ‘we are
not licked concretely to the Marcos scandal
or to JICA's activities", revealing a lack of
enthusizsm or will Lo tackle the corruption
problem, [43]
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Stete Frosecutors, the Police and the NTAA

Although both the state prosceutors and the
policc expressed @ strong interest in the
ODA lssue, they did not make any move to
investigate it as they did with the Lockheed
incident. They said that an investigation could
aol b made unless domestic law had  been
violaled, or a foreym government had re-
quested such a legal action. According fur-
ther w them, the "Marcos scandal® did oot
merit such a move since the "Marcos Docu-
meats”  were dated and (he  poriod o
prosecule anyone had lapsed by the time they
were diclosed. [46] There was also no obwinus
attempt by the local authoritics to expose the
rumored fund flowbock o Japan.

The NTAA started investigating the fax
angle of the controversy soon alter the "Mar-
cos Documents” were first  disclosed, A yoar
and a hall later, they reported that about 1.6
bilion yen was fownd (o have been omitted
from U amounts that six companies aub-
mitted for assessment, {about 600 million yen
was collected in addition as fine). [47] This
conlirmed, albeit  partially, that rebato pay-
ments amounted to 25 to 30 percent of loan
amounis. Assuming, however, thal the lotal
lpan amount of 50 billion yen slaled for
until 1985 included provision for rebate, anm
average of 20 percent  rebate  bocomes
¢ruvaleat to 100 billion  yen. Therelore, one
can see how Lhe 16 billion yen can easily be
only the proverbial dp of the iccherg.

Even considering a scisilive issue like "inter-
ference into domestic affairs’, it is doubtlul
whether  vestigations  conducled  with  the
Philippine government or PCGG were cuffi-
cient. What is sure, howewer, i5 thal announc-
ing the "completion" of the ax investigation
brought about an anti-climactic end to the
play cautitled the "Marcos scandal”,

The Dict

The parties in the Diet immecdiately ook up
the conlroversial issue and criticazed the pas-
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sive allitude and behavior of the government
towards the ‘scandal, On 25 March 1956,
Economic Planning Agency Direclor Wataru
Hiraizumi, who was in charge of OECF loans,
sail at a news conference thal “lo meddle in
the ‘Marcos scandal' constitutes interference
inta the Philippines’ domestic affairs®, The
opposition  demanded  thot  Hiraizumi  lake
responsibility Tor his statlement and asked him
o resign. The opposition was later placated
by an apology from  Hiraizomi, with an added
promise (o establish a special commitice to
mvestigale the issue, [48)

This  special  commitlece  for  Philippine
geonomic  assklance  was  created  a month
allerwards, and discussions were held in both
the Lower and Upper Houses. The opposition,
however, Iacked new dais reparding the Dow-
back of funds 1o Japasese politicians, a  situa.
tion which was gggravated by povermment's
refusal to share  information. It seemed that
they were more precccupicd with the double
elections to be held dose to that time.

Corporate response and the question of "proper
cerrninissicn”

When nformution about the Mareos docu-
ments reached lapan, all the Japanese com-
panics mentioned in  them  denied  any
involvement, The PR zection of the Marubeni
head office, for example, said that “we don’t
know which among the various commodiies
we handled, from iron to fiber, was the one
in question”.  Toshihiko Morita, business sec-
ton chief of Sumitomo Shoji, also declared
that "it was u misinformation”. [40] Sumitomo
Shaji, however, recanted 1ls statement on the
same day and Morita himsell admitted that
when  they signed the contraet for power
transmission materils on the Seventh Yen
Loan i 1979, they sent more than 210
thousand  dollars, which constituted five per-
cenl of the contract amount, to a Philippine
ageney as commission for providing informa-
tion about the power development plan in the
Philippines, and the materials and supplics
necded. |5
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Kanematsugesho Co. alse confirmed its pay-
ment of about 400 thousand dollars recorded
in the "Marcos Documents”. They said the
amount was paid as commission (equivalent
o 95 million yen) for a one billion-yen con-
tract to supply substation and power iransmis-
sion materials under the Sih Yen Loan
puackapge for the Cagayan Yalley Electrifica-
tion Project. [51] This was equivalent o about
10 percent of the contract amount and they,
as well as Sumitomo  Shoji, called it “proper
commission™, [$2]

Likewise, Toyo Trading Co., which was
found to have paid the equivalent of 15 per-
cent of project cost  as  commission,  soid
through its president, Hisashi Nomura, teu
the act "was legal in  erms of both the
amount  and  the manner  of payment”, [53]
(Foreign Minister Abe Luer argued, however,
that this kind of commissian "is rcally bribeey
if the money was extended 0 Mr. Mureos”,
[54])

The =sue of [.i."l._:fillg comumisacms wos noled
by the NTAA in 1979, which subsequently
limited the cases that could justily payment of
such to these with: 1) signed contracts stipulat-
g payment of commission before: projects
start; 2) speclic statements of information
and  services o be  provided; and 3}
reasonable amounts to be paid lor such infor-
mation and services, [35] Since  all the com-
panics mentionad were engaged n "suzpicious”
transactions involving commissions, are they
oot obliged to offer explanations, including
the disclosure of the delals of their con-
tracts? The PCGG might be able ¢ prove,
sooner or later, that bobery was ndeed oom-
milted. When that time comes, however, it
might be impossible for Japan to charge con-
cerned individuals  because: the period  in
which the cases can be legally brought o
court mught have lapsed by then,

What these tell us is that Japanese com-
panics had made the mosi of the "|uqsn|::5;"
that the Lockheed scandal in 1976 tuugh
them. This can be seen in the move Lo
change the rebate roule  (rom 1977 o 1078,
and to set up a complicated mechanism of
rehate control, in order to avoid easy delee-
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ten fur those responsible; As a rosolt, the sx
companies got -away with having to pay only
sit million yen im taxcs and the rest, such a5
Marubeni and ihe politicians, wore nol cvon
shightly’ touched.

Altempts at Refarms

After the "Marcos scandal' was publicized
and JICA's involwement in a bribory case was
disclosed, "the people’s concern about  the
various systems of assistance was enhanced',
and thus intensificd  (he dispussion 0 ‘over-
haul onee again the entire assistance system,
with the end in vicw of offering proper and
cifeetive  assstance'. [56] Therelore, the
Jupanese government was obliged not only 1o
respond 1o the swspicions raised, but also to
start its own review of the "assustance” pro-
grat.

In Japwary 1987, an “assistance study pancl”
for 20 countries was established by the Min-
istty of Forcizgn Affairs, [57] atarting with tho
"Country Study Group for Development Assis-
fance  to the Republic of the Philippmes"

headed by DProf. Akira Takahashi of the
University of Tokyo, Tegether  with  re-
searchers and JICA, which acted as

secrelarial,.  the study proup condocied Ockl
surveys of QDA projects in the Philippings,
and  eompléied  their report afier three
monibs, [58]

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

Tramee 0 Pae Provcdan: 25 Yep L Aciptization ol Clmpaeics

made to Aquine during ooe of her visits to
Japan,

Councilor Takahiro Kawakami of the Minis-
iy of Foreign Affairs, who came (o 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 considercd. [59] So far, al-
though the “request system has  supposedly
governed QDA operations, the actual process
Las been thal Japanese companies  would
often conduct surveys so that they can them-
selves  supply  the 'requested  items”  of
recipient gevernments. (Figure 93 |60] These
informal swryeys have always been done pre-
viously, (The swmrestion made, in fact, woukl
merely lormalize wsual practicey  What  the
Japanese government wantcd was o be able
to alfer projecls withowl a formal request
from the recipient, becsuse then it would be
casicr for them Lo evaluate the manner in
which ODA is vsed and implemented. Carol-
l,ar:,-' b this, of course, s that they wanted Lo
he able Lo iniliate many projects so that they
tan [ully dispose of an cver increasing ODA
budgul,

{On the Fhilippine side, more  concrete
proposals were presented before the Gkita
Mission, spreilically, tit ODA be uscd o
assist the Adguino government’s land reform
program. The OECF, however, responded that
il could ot give 15 alloted funds as Jand-
pwners' compensation hecause of pior restric-
tions. [61] Thus, the Japanese said that they
were prepared 10 discuss conperation regued-
ing, marrinal  projects lo Tacililate  agranan
reform ke linancing, popularization, and in-

o diplomalic dfges
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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 povernment also
announced thal, henceforth, names of com-
panies that receive job orders would be
publicized, [64] In Octaber 1987, OBECFE P'rosi-
dent Mitsuhide Yamaguchi said that ODA 1
"mostly citizens' taxes and (hercfore, must be
vscd properly o make it mosl benchicial, Wy
will announce officially the names of the
companies as much a5 possible", [65]

Much still needs to be dooe, howewer, with
regards  to the implementation of  lhese
reforms. In the "annowncement" of names of
companies made in December that year, for
cxample, nol only did contracted amounts
remain unclear, the list was also very selee-
tve. Ounly five projects for six companies were
mentioned, This was beeause  the an-
nouncement  ancloded only new  contracts,
which cost more than one billisn yen per
project (wilh  more than 100 million yen as
consultancy fee). [66] 1L was way below public
expectations. Moreover, ng company Inked (o
the Philippine yen loans was included. In the
second "announcemenl” by the OECF in Oc-
tober 1988, only 44 names were listed under
sirnilar standards. Likewise, nol one had to do
with Philipping yen loan projects. [67]

Breeding Ground for Corruption

In 1983, three seemingly unrelated news
ilems appearcd at around the same time:

1) For a year up to July 1938, as much as
57 billion yen was Lsted as cxpenditure that
companies involved in the conroversy  eould
pot acecount for (the Tarpest amount in his-
tory). At first, they coukl nol name any
recipiont. Based on investizations, however, il
was later found out that secret contribntions
wers pgiven to  politivans (about 24 billion
ven) and rebates given to transacting parties.
This is based on the NTAA’s investigation of
amounts set aside as rebates of 20 percent of
large enterprises, i. ., those with a capilaliza-
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dicate  Lhe

tion of 100 million yen, or 5000 companics.
Assuming  Lhat the remaining 20,000
enterprises would do the: same, the total
amount would be a staggering 300 billion yen!
(The Recruit scandal which was based largely
on the distribution of "operational funds® to
political and bureaucratic circles, was a (ypi-
cal example of this process. [63])

2y According to Asehi Shimban (31 Decom-
ber 1988), the Kensetsusho (Japan's Ministry
of Construction) holds a 'hist of lavorites"
from which ssccesslul badders Bor constroction
projecs are chosen, "Membershup™ mosuch a
list has been decided on by members of the
industry. This confirms the strong link . be-
tween government and business,

3) On 13 December 1988, a conference on
pverseas economic cooperation was held by
the minisiers of Finance, Foreipn Allars, In-
ternational  Trade and Induwsiry, and the
Director-General of the Econcmic Planning
Apency. Also present in the canference were

a number of LDT politicians and cabinet min-

islers  who normally would not be interested
im uch a rm:{_‘lirly;, CAscording to oan LDP
member, "there is strong . psychological pres-
sure ‘on  politicians and -government  oflicials
Ly 5_;-'.:1 thoir hands on a cﬁml;imm:uﬁi}l ;]‘N;!'I’l.:-:lﬂ-
g ODA budget”. Politicians, according to
lim, look st ODA as "similar to the war
repurations project, thus, very ‘tempting’ lor
those who wanl (o (ake part in the distribu-
tion of the budgel™. |69]

The three cses mentioned above clearly in-
interlocking. relationship  of
Jupancse business groups, politicans, and
burcavcrats. The "Mareos. scandal" ook root
in such an environment, which Iikewise ner-
tured both the Lockheed scandal (1976) and
the "Recruit controversy” (1985).

While investigating the "Marcos scandal”, the
iseue ol rehalc Towback to Japun? whiach was
the most important factor [rom the point of
vigw of the Japanese, did nol prosper into a
ccal assud, amd bas bocome  little more than
an uaconfirmed rumor. As for the rcbales
paid to Marcos, only a small part of it was
charged under the tax law, Dot the whole case
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wig pot ircated a5 a criminal act, nor wos

anyone tried for bribery. .

An important Fgure who could have shed
light on the geandal then PCGG Charman
Salonga, had expressed his inteation (o visit
Japan. The Japancse govemment, however,
vwas not oo keen on the idea, and bhe was
never. invited. [70] The then ruling Liberal
Democratic. Party  bas been  uncnlhusiastic
about cooperating with the PCGG, probably
te: prevent any risk of exposure for their
memhers.

Meanwhile, the Philippine goverament s
bent on collecting the millions that Marcos
had stashed away. Al Lthe same time, it also
nceds o mairtain a good relationship with the

Japanese. government since Lhe former wants:

contitned economic assistance [rom the latter,
Therelore, the FPhilippine government would

mol  wanl to make the situation any worse.

than it is now. Data from official nvestiga-
tions are, thes, lkely Lo remain classified un-
liss there are  information leaks and
independent researches by the press, such as
the report of the Manida Chronicle on the
rehates from war reparations m September
1988,

As exemplified by the Recruil seandal, lund
tranafers and  the dose relationship among
politicians, bureaucrats, and  businessmen
together form @ struclure which [acilitates
bribery, In a sense, this has become daily fare
in Japunese politics (rough practices like. the
almost mandatory  contribution of funds. by
businessmen to- certain political parties and
factions, purchase of tckets for  political
parties’ lund-raising events, and other stmilar
activiLies.

The allitwde of politicians regarding "assis-
tatice” has not chanped at all sinece the peried
of war reparations; as shown  above, Within
this context, the "Marces scandal’ can casily

he repealed; although it will probably be con-.

docied in a more cunning and subtic manner.

What the Lockhsed and Marcos scandals have.

taught ecompany manapers and politicans is
that it &5 best not to transfer funds directly,
but o skillfully create a mechanism (o fund
transler consisting of several stages. In this
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way, they can hide behind these “several
stapes” If cver (here s any mvestigation, They
can always repeat the claim that what they
give or recelve are 'proper  commissioas”
without shovang any data:

Alsp, they have learncd thal the rebate {low-
back to Japan may be inconspicnous if at
¢omes in the form of ordinary contributions
w political parties’ funds rom busineses Lo
groups supporting polilicil parties, or by using
rames of dummics and breaking up the
amount into k. chonks, rather than rans-
ferring large amounts al once. And then again,
ihey can always play innocent if they are
found oul.

Since Japanese politics and business seem 10
have gained much [rom 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 suppuosing Lhat Japan's
QDA program has been ideal and properly
carricd out, having a partner like the Philip-
pines where grafl s instiltionalized means
that corruplion can be practiced at every slep
of project mplementation,

Countering Corruption

At Lhis point, we can ask: how can we cradi-
cate corruplion? It is imporant thal we
deepen concern aboul ODA among ordinary
taxpayers, and logether with journalists and
researchers, closcly monitor the QODA- related
activitics of the povernment. There are also
moves o push for the cnaciment of the “Fun-
damenty! Law of International Development
Cooperation” (3t¢ Docament Sectiom - Ed),
which should consider the [ollowing points

1y Crimes commitled in relation with other
countrigs, particuladdy wilh regards to ODA,
should not be allowed Lo go  unpunished just
because the period in which (hese can be
brought to court had already lapsed, Preserp-
tors for such crimes must be abolished.

2y QDA projects must be implemcnted
ppenly without bias for diplomatic or busi-
ness interests. [71] It should be clearly stated
that mo sceret deals boétween com-

KASARINLAN 25



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

3) Provisions for evaluation and gudil of
ODA. projects must be made. Independent
audits and project reviews must be done by
international ageocies without the participation
of countries  involved in the projects. Sub-
sequent  projects  should be  implemsated
based on these evaluations, which should be
allecated for in the bedpet of projects.

It is also preferable that auditing bodies be
composed of  specialists recommended by
people’s movements, representatives of op-
posilion  partits in recipient couniries, and
non-governmental organizations (NGOs} (hat
are direetly involved in development work in
the Third World. Such bodics will be helpful
in international ¢fiorts to monitor aid.

4) Loans and prants from all donoes shoulel
be processed and disbursed through only one
office, such as NEDA in the Philippincs.

5) Smaller but numerous  projects are
preferable to big projects in order to provent
the transfor of large amounts as commission
or "kickback”.

It is expected that politicians and busingss
groups Lhat have boco benelitting from the
presenl  syslem  will  strongly  oppose” the
proposais above. Thus, lepislation is impos-
sible withoul  considerable support and pres-
sure from  people’s movements, The  key
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Development Authority, 18655), p.5X

6. Ihid., p. 56,
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lactor is solidarity with people’s movements in
recpient  countrics.

An International Network to Audit ODA Use

After the disclosure of the "Marcos Docu-
ments';, Japancse citizens who had buon con-
corned with DDA since 1983 bocame more
active in investigating suspicions cases. Links
with the people’s movement in the Philip-
pines, however; have nol been very strong
For one thisg, the awempd (¢ cxpose the
"MWlarcos seandal" seems to hove centersd on
recovering  the  funds  thatt Marcos had
received a5 rebates, For anolher, people’s or-
ganizations often conecentested their eMors on
tackling issues like agrarian refonm, TS Dascs,
electioms, attempled coups, and human rights,
while givillg Lowaar [:rir:lril_i,-' L prublcms like
ODA,

The sitwation has aot changed much sinee
the "Marcos: scandal’ frot brole oot o the
press. Thus, clfons (o correct it should all the
more become persistent and comnsistenl, What
can be done sl this point is to establish an
international network, composed of people’s
movements, peasant groups, the labor mowve-
menl, joumalisis, lawyers, and researchers that
would monitor and awdit the use (and misuse)
of ODA: Oaly by working  (ogether  will
peaple be able o make changes that matter.

Motes

7. According to the Agald Shimbun, the post of the
IO was crouted gn 1967 wilh Maowel Salicniez as the
fiesl 103, and Rodrigeer ook over in 1971, 8 April 195,

5.00id, p.5t

9, Department of Trade and  Indusicy, ed, Keimi
Kyeryoku no Genjo to Mondaiten (The Siuation and
the Pmtlens of Foonomie Cooperation), Trade and
Induglty Rescamch Ciroup, 1976, po 32,

10, Asghi Shimbun, 23 Mach 1986

11, Fokye Shimbt, 27 March 1986,

13, Yortitei Shinibin, 2 April 146,

1L Afuinichi Shimbun, 23 March 1986

4. Reported by the Manifa Chronicle on 20 Sep-
tembor 198E, and woz ‘olso relayed to Japoan by Elyodo

2nd Cuarter 1930



Den. Reported by Magtichi Shimbun e following
day.

L%, The reparations program ended in 1990, but some
omjects were delayid 0 the implementation puoeoss

16. Mantla Chrosticle, 20 Scptember 1988,

17, Accorsding 1o Salom M‘l&ﬂ}ﬁl‘-i, I" & M Deceidznt,
Akealiata, 26 March 1926

18, Mafnichi Shimthtin, 31 March 19%6. Yomiur
Shimbun, 14 Apdl 1995

19, Adsafti Shimbur, 23 Apeil 1965

20 Nowkel Shimbun, 28 Apel W86, Reporl fGom
Wyraa Txen on 26 Aped 1986 '

2, Madrichi Shimbun, 12 April 19586

22, Mccording to the testimony of  ‘Toshic Yomayama,
president of Sealasd, alter the death of Dalao, “Conito
was controlling  everplhing end Redriguos was ol o
techanerat”. Sankel Shimbun, 31 Marh 1936

3. Japanese  Imtsrendtional Cooperation  ApCocy,
WCountry Stwdy for  Development Assisiance 00 the
Republic of ke Philippinest, FXT, po45.

24 It & not knowm whether ® Implemenlation, Oheer”
wis o typogmphical mistake of “Tmplemenling, Officer”,
oF they actuafy changed the tem.

23, Niken Keizai Shimbun, 5 June 1986,

0. n_.{.uﬁuc_m Sokurat, Kolassai Kaihatzu Kyoryohs na
Shibumi In Ho (The System and the Law of Interna-
tiony Drevelopment Cooperaclon; Sanseide, 1985). Thers
i an explanation of the you foan procedure Dascd on
dati rom the Forcipn Adfars Minisicr o8 pp 75-12%

27 Keoki Hirota (OECF Reseach and Development
Department, Rescarch  Section 1), "Piripin no Eajo
Ukeire, Jisshi Gyowei” {Philippine Administrative Systen
for the [ntreduction aed Employment of Fomign Aid)
in (MECT Recearch Qumf-cfr&". Noo 46, July 1%, po.
S4-LE,

2k Sakasai, O, CiL, po9h

2% Hirote, oy cif., P 56

M fbick, pp. 6164,

31, Sakurai, 0. Cil., p. 93,

32, Kiyoshi Wakamiya , Ake Mo, (Jyohoe Center Tub-
Sisher, 193473, pp. 202-203,

3. M, p 20 There s also a similar comment
dllobuted te Hideo Den, member of the House of
Cowneilovs, n Shuckoan Crentedai, 1 Maech 1986, p 22

3, Yuki fehi , "Fitipio Shakkan, Maamo Magatacho de
Sumyaksters 'Giwaks no Bow® (Toans in e Philip-
pines: ‘Ihe Syseeny of the Suspicion Rumored Again in
Magatacho), dsaki Joumal, p 19,

3. "Deigikai “Marukosu Gokehi Buasho' Kohw o
Marobeni  'Shachashiie® no Taisei (The Disclosure of
the *Marcos Top-Secrsl-Drocuments” by the US Congress
and the System of the Marbeni President's Office -
Inquiry fato the Philippine Losrs Conteoversy, Par 110)
in Shukan Posuto, 4 April 1986, p.44. Sce alw
Muirichd Shinmburn, 11 April 1986, 3 o80-sHoshas are
Japanest lurfe trading Loms which handie an extremely wide
vadety of goods and serdces.

2nd Charter 1930

4, Saukei Sk, 51 Mareh 1986, Thore & 4
simiiar commend in Asofii Sffrtbien, 29 Mach 986
Takso Scciguchd, chicf editor of the Sunday cdition of
Akahara, suid in a spmposiem that when the  Philip-
pine economy broke down in 1984, Marubonl, foresccing
the fall of ibe Marcos regime, senl @ gpreial Beam o
ihe Philippines and conducksd (heir MM Plan” in order
to settle evervihing, Seo aten cdkefieric, 30 Mazch 19860

31 "Marubeni' to Marukosw' wo Musubue  Dami
Gasha ne Shotal wo Armn - Tal Piipin Ea Shokkan
moodai Shinsou Tsuikyw Dal 5 Dae"  (Pebwenking the
Dummy Company Connecting "Marubeni® and “Maccos®
- the Invesfigation of the Philippine Yen Loan Issue,
Fan V) In Shaikan Fosute, 18 Aprl 1986, pp. 192-14.

3. Business Day, 2 April 1986, (hen later fongiled
in Mamors Tsuds and Leo A, Tleocadiz (eds), BI-
Japan Relstions and the ADR, In Search of a New
Iurizon {Manile: Mational Book Store, 1M84), pp. K91
Also arficles based on this in Asefi Shimbun end
Muairtichi Shimbun, 2 Apdl B8R According o
Mafava 12 Apnl 1986), the fwve lapanese companies
were, begides Marubeni and Tomen, F & W, Ohir
Owepseas, and Sanritse Trading Co.

W, Asthi Shiobun, "Enjo" Shuzaihan  {Roporters
Team on Deseiopment  Cooperation), Enje  Tejehol
Nippon (Japam: Still a Developing Counley in Dheve| oy
ment Coapertion Ashi Shimbunsha, 19853, g 106

40, fbid..

4L iR, po WH

42, Mainfchi -Sfimbus, 25 March 1986,

41 Mainichy Shimbion, 25 March 1986,

b Arafd Shieefreur, 25 March 1980,

45, " DDA no Kensa Taisel wo Jujisu - Kajkei Kensain
irimu Kensaksy wa Shinselse™ (Comghote she 0734
Audit Svstens - Set Up a Foreign Aflais Scoiean o Lhe

" Bourd of Audit) in RKekusal Kaihaisu fournal, Mo,

375, Manch 10E%, p. 25

an. Meinfcfi Shimbars, 24 Marh 1966, In case the
Fapancse  investizalive bodics sart to inwvestigate, the
suspicion coubd ke charged as bribery, siolation of the
Foreipn exchanpge bos, violselon of the meditical fund b,
bieach of tust, or evasion of taxs. (Sankel Shim-
frere, M Mach 1986

A7, AT newspapers, 28 Aupusl 1967,

48. Al nesspaperz 25, 27 Mamch 1986

02, Avofil Shirboer, 21 Mach 1960

s Mafnich! Shinbun, 231 Mawch 1966,

st Asahi STimbun, 25 Mich 1986

52 MNifign Befzal Shimbua, 25 Morch 1926

53. Yomiurd Shimmbun, 23 Mach 1928

54, Al nerspapers, 30 March 1985,

55, Tokyo Shintbun, 28 Marcch 1986

56 Comment of  Takihiso Kawabkami, Mingiey of
Foeeign Affaire, Hoonomic (hopemtion Ofe Inves-
tipator, at the gymposium on "The Ajm of te Country
Stady for Dewelopment Assistance - 4 MNew Shde of

KASARINLAN 27



