CHAPTER I1I

Diplomatic and Political Background:

zrom War Damage Fund to Education Fund

It seems rather strange that the idea
of government assistance to private
education in the Philippines could be
traced to the coming of the Spaniards
and the fund that made it possible to
institutionalize that idea, to the
coming of the Americans at the turn
of the century and, still later, to the
coming of the Japanese during the
Second World War. For the fund was a
part of the Special Fund for Education
set aside by the American Government
in 1963 from the surplus funds au-
thorized by the War Damage Act of
1962. The latter, in turn, was actually
asupplement to the Philippine Rehabi-
litation Act of 1946 which authorized
the payment of private claims to
damages sustained during the Second
World War, a war which probably
would never have involved the Philip-
pines had it not been a colony of the
United States in 1941.

The Fund for Assistance to Private
Education is, therefore, a child of our
history, of the political and diplomatic

events that have significantly in-
fluenced our evolution as a nation.

In May 1945, when the physical
destruction wrought by the Second
World War was still clearly visible, the
Philippine Rehabilitation Commission
arrived in Manila to “investigate all
matters affecting the postwar eco-
nomy, trade, finance, economic stabi-
lity, and rehabllltatlon of the Philip-
pine Islands.”1 The nine-man Commis-
sion, which was headed by Senator
Millard E. Tydings,2 estimated the
value of damage to pnvate property
alone at $800,000,000.3 On the basis
of the Commission’s findings and re-
commendations, the American Gov-
ernment enacted the Phlhppme Reha-
bilitation Act of 1946.4

Origins of the War Damage Claims

The Rehabilitation Act appro-
priated $620,000,000; of this amount
$400,000,000 was for the *“payment
of private war damage claims, minus
the maintenance cost of the Philippine
War Damage Commission" (PWDC), a

new agency created to handle the
claims and payments under the Act.

Fully aware that the total value of
claims would be far in excess of the
authorized amount, the framers of the
Act stipulated that all valid claims up
to $500 were to be paid in full. But
for larger claims, not more than 75%
of the amount beyond the first $500
was to be paid.® The PWDC early
realized that despite the legal maxi-
mum and outright rejection of
numerous spurious claims and drastic
scaling down of valid ones, the amount
available for awards would not be
enough. It, therefore, reduced in
practice the satisfaction of all ap-
proved claims in excess of the first
$500 to 52.5%, leaving an unpaid bal-
ance of 22. S% At the same time,
however, it recommended to the Tru-
man Administration the appropriation
of an additional $80,000,000 to cover
the 22.5%. This amount was embodied
in a bill introduced in 1949 by Con-
gressman George P. Miller—the first of
several proposals that were to be spon-
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sored by this friend of the Filipino
claimants until 1962—a measure that
was initially supported by the State
Department. But the bill was frozen in
committee because the Treasury De-
partment had earlier persuaded the
State Department to change its mind,
and not even President Elpidio
Quirino’s representations with Pres-
ident Truman in February, 1950, and
again in September, 1951, could con-
vince the latter to endorse the Miller
Bill.7 Consequently, when the PWDC
wound up its work in March, 1951,
and had paid and committed
$388,150,000 to all approved claim-
ants, there remained an unpaid balance
of $73,251,422, representing 22.5% of
all claims in excess of $500,

This was too big an amount to be
easily forgotten, much less given up for
lost. Believing; and rightly so, that
they had been shortchanged—
especially since the amount of
damages was based on prewar values—
the Filipino war damage claimants
organized themselves, thanks to the
encouragement and active support of
Judge Francisco Delgado, the only
Filipino member of the defunct PWDC
and who had been elected to the
Philippine Senate in 1951, Through
Senator Delgado, the Filipino claim-
ants hired John A. O’Donnell, likewise
of the former PWDC, as their lobbyist
in  Washington, D.C2 The latter
accepted his new role with alacrity,
knowing that under the Philippine Re-
habilitation Act of 1946 he stood to
collect a large enough commission if
he succeeded in getting a war damage
bill through the American Con-
gress.9

It was a bad time, however, for
O'Donnell and his clients, The Amer-
ican people were more preoccupied
with the on-going Korean War,
preparations for the San Francisco
Conference on the Japanese Peace
Treaty, and the presidential primaries
and elections, among others, during
the remainder of 1951 and the whole
of 1952; consideration of the unpaid
balance of war damage claims — the
“22.5%" — receded as an important
issue.

But only temporarily. Philippine
(i.e., Senator Delgado’s) agitation
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through O'Donnell prompted the in-
troduction of a joint resolution in the
US. House of Representatives in
1953, alsc by Congressman Miller,
calling for the appropriation of $130,-
000,000, later reduced to $100,-
000,000, to satisfy the remaining
22.5%.  Unfortunately, President
Dwight Eisenhower, like his predeces-
sor, was cool to the idea, and remained
so until almost the end of his second
term,*V a rather surprising stance con-
sidering that when he saw Manila in
May 1946 he had observed with sad-
ness that “with the exception of War-
saw [Poland’s capital which was devas-
tated in 1939 and again in 1944] this
is the worst destruction | have ever
seen.”11

Congressman Miller’s resolution was
frozen, like his 1949 bill, mainly be-
cause it was not endorsed by the White
House, to the dismay of O’Donnell,
Senator Delgado and their expectant
clients.

Philippine-American War
Claims Negotiations

Meanwhile, the Philippine Govern-
ment had decided to renegotiate the
Bell Trade Act, which had governed
Philippine-American trade relations
since 1946. For this purpose, President
Ramon Magsaysay sent an impressive
mission, headed by Senator Jose P.
Laurel and including Senator Delgado.
In addition to negotiating a new trade
agreement, the Philippine Economic
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Mission to the United States (PEMUs
was instructed to discuss the settle.
ment of outstanding monetary claimg
against the United States—the so-caljeg
“Omnibus Claims”, which includeq
the unpaid balance of the war damage
claims.12

President Magsaysay may haye
regretted he had listened too much to
Senator Delgado. The American Pang|
headed by Mr. James Langley refuseg
to receive, let alone discuss, the
claims: it had no instructions, to say
nothing of authority, to do so. As
President Magsaysay did not wish the
expensive PEMUS to return empty-
handed, he instructed Senator Laurel
to concentrate on the trade nego- |
tiations and to request the Department
of State, instead, for separate dis-
cussions on the omnibus claims. Thus,
while the PEMUS was successful in
obtaining a slightly more favorable
trade agreement,13 all that it could
accomplish  with respect to the
omnibus claims was to document
them—haphazardly in some cases, it
turned out—and later discuss them
with a not-too-distinguished Depart-
ment of State Panel in ten futile ses-
sions in January-April, 1955. The Phi
ippine Panel, now under the chairman-
ship of Ambassador Melquiades Gam-
boa, Senator Laurel having gone home,
lost its composure at one of the ses
sions when its counterpart refused
right then and there to admit the
validity of the claims, even as it com-




descendingly agreed that the American
Government would examine the claims
with sympathy and understanding, but
that it would take some time before
the American Government could give
its reply. 1%

True enough, the American Govern-
ment took its time and replied only in
August, 1959—almost five years later!
But for war damage claimants, it was
well worth waiting because theirs was
among the only three of the omnibus
claims that were favorably considered.
A portion of the American Note bears
quoting:

With respect to the Philippine
claim for payment of additional
war damage compensation
the executive branch of the
United States Government will,
at the next regular session of the
Congress, and in connection
with the legislative program for
fiscal year 1961, request appro-
priate legislation enabling the
settlement of this matter on the
basis of $73 million, which
amount reflects the statutory
maximum of unpaid private
claims according to the reports
of the War Damage Commis-
sion.15
However, the news had its negative

aspect too, because the American Gov-
ernment proposed to settle the claims
“directly with the Philippine Govern-
ment,” and in the process “‘consider
itself completely divested of all re-
sponsibility for payment of individual
private claims;” the claimants were not
sure of getting paid promptly, if ever,
on account of dilatoriness and ‘“‘graft
and corrupt.ion".16 Furthermore,
there was the plan, not made public at
the time, to reduce the $73 million by
an amount equal to the unpaid obli-
gation of the Philippine Government
under the Romulo-Snyder Agreement
of November 6, 1950, plus interest.17

These were the salient features of
the Fulbright Bill (S.B. 3329) which
was filed in the U.S. Senate on March
21, 1960, at the request of the Eisen-
hower administration. No action on
the bill was made, however, perhaps
because of the forthcoming presiden-
tial elections and the Berlin Crisis,

exacerbated by the U-2 Incident.

The following year, this time with a
more sympathetic President Kennedy
at the White House, another war dam-
age bill was filed by Senator Hubert
Humphrey. Unlike the Fulbright bill,
Humphrey’s bill (S.B. 2380) provided
for direct payments to individual
claimants, ‘‘in order to generate a re-
servoir of goodwill” towards the
United States. A similar bill was filed
in the lower house (H.R. 8617) by
Congressman Clement Zablocki, a con-
firmed friend of the Philippines. Both
bills were not taken up in 1961,
either.18

Prospects of the Zablocki Bill’s
enactment in 1962 were brighter, the
Philippine Government having settled
its Snyder obligation — $21,242,584 —
in April, 1961; at the same time, it
categorically stated that it was in favor
of- payments to individual claimants
directly and not to, or even through,
itself.19 During the extensive hearings
on the Zablocki Bill by the House
Sub-Committee on the Far East and
the Pacific under its chairman, Con-
gressman Zablocki no less, almost all
the witnesses favored the latter’s
bill.20 Finally, the Garcia administra-
tion had been replaced by that of
Diosdado Macapagal, who showed
carly promise of ridding the govern-
ment of graft and corruption once and
for all. Hopefully, this would convince
earlier opponents of the war damage
bill, who did not believe that a “cor-
rupt” Philippine government was a
worthy recipient of even indirect as-

sistance through individual claimants,
to change their minds. In view of all
these, House passage of the Zablocki
Bill seemed certain, a mere formality;
the Kennedy administration felt that it
could afford to be complacent and
hardly sent any congressional liaison
officers to Capitol Hill.

Ironically, one of President Maca-
pagal’s actions, coupled with pro
forma endorsement from the White
House, may have contributed to the
defeat of the war damage bill when it
finally came to a vote. This was his
voiding of the importation of P70
million worth of Virginia Leaf tobac-
co, which had been authorized by his
predecessor and was already awaiting
unloading at the pier. Although the
Supreme Court eventually overruled
President Macapagal, the House of Re-
presentatives rejected the war damage
bill by a vote of 201-171.21

The defeat of the measure touched
off a series of reactions in the Philip-
pines. President Macapagal forthwith
cancelled a state visit to the United
States already scheduled for the latter
part of June, 1962;22 for good meas-
ure, he accepted a hastily extended
invitation by Generalissimo Francisco
Franco to visit Spain.23 More pointed-
ly, he changed the date of Philippine
independence from the traditional
July 4th to a more historically ac-
curate June 12th.24

President Macapagal was treading
on solid ground. The national leader-
ship, with a very small minority coun-
selling sobriety, and. public opinion
were behind him.

Suddenly, Philippine-American rela-
tions scemed to be reaching a low
point. Not since the publication of the
Dulles draft of the Japanese Peace
Treaty in 1951 had there been a com-
parable upsurge of anti-American feel-
ing in the Philippines.2®

President Kennedy had to move
fast to repair the harm done by the
congressional rejection of the War
Damage Bill. He personally assured
President Macapagal that he would
work more than he had done for the
eventual passage of the bill, even as he
regretted the latter’s decision to cancel
or postpone his projected state visit.2
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The House of Representatives was
persuaded to revive the Zablocki Bill
(now H.R. 11721) and Senators Ful-
bright and Humphrey reintroduced
their respective bills. More hearings
were conducted, partly to assuage the
legislators’ fears that the Philippines
was ‘“‘veering” away from the United
States as evidenced by their changing
the date of independence. Averill Har-
riman, elder statesman and a Kennedy
adviser, assured the legislators that
such was not the case, and that the
change in the date of Philippine inde-
pendence ‘““was in no sense any ill will
toward the United States.”27 Senator
Fulbright himself, as if to indicate
that he was not going to insist on his
own bill, authorized the printing of a
letter he had received from Helena Z.
Benitez, a portion of which reads:

We feel very strongly that the
remaining funds should go di-
rectly to the parties that were
adversely affected and therefore
realistically handicapped in their
rehabilitation. The Government
of the Philippines, already ad-
versely affected all educational
institutions, including those de-
vastated during the last war, by
imposing a postwar tax of 1
percent on school income in
order to bolster Government
funds for rehabilitation. It took
us 10 years to have this unfair
tax subsequently  re-
pealed.28
Due partly to a dramatic appeal by

General MacArthur, who personally
believed that it would “amount to a
national tragedy” if the Congress
failed to approve the bill, the House of
Representatives reversed its earlier
position and approved the bill with
only 35 negative votes. Senate appro-
val of the House version followed in
short order, and on August 30,1962, a
beaming President Kennedy signed the
Zablocki Bill into law (PL 87-616).29

Under the Act, only the unpaid
balance of awards made by the former
PWDC were to be considered, thus
precluding new claims. Payments un-
der the War Claims Act of 1948, and
its amendment in 1955, were to be
taken into account, such that the ag-
gregate amount for each claim would

not exceed the statutory maximum
established by the Philippine Rehabi-
litation Act of 1946. This was expli-
citly stipulated so as to avoid double
compensation, especially since in the
course of the hearings on the bill it
was brought out that some religious
corporations in the Philippines had
already collected some $25 million
under the War Claims Act, as
amended, for damage done to their
religious, educational, hospital and
other facilities.

PL 87-616 also stipulated that only
claims filed within a twelve-month
period would be entertained. Finally,
before payment could be made to any
claimant residing outside the Philip-
pines, he must establish to the satis-
faction of the Foreign Claims Settle-
ment Commission, which was going to
implement the Act, that hehad invest-
ed, or will soon invest, in ‘“‘the rehabi-
litation or economic development of
the Philippines an amount not less
than the claims [ previously] approved
in his favor under ... the Philippine
Rehabilitation Act of 1946” (Section
4). The latter stipulation was the alter-
native to a last minute attempt to
revive the Fulbright Bill.

In view of these stipulations, and
the possibility that many claimants
may have either died without rightful
heirs or may simply not wish to go
throu%h the ordeal of filing claims
again, 0 it was calculated that a sub-
stantial portion of the $73 million
would not be awarded.

But there was also the provision
that the unspent or unawarded balance
would revert to the United States
Treasury. This might generate resent-
ment on the part of many claimants,
especially private corporations and
schools, as well as the Philippine Gov-
ernment itself which had expected the
money for economic development.
There was, moreover, the appre-
hension that lobbyists, like O’Donnell,
stood to collect huge commissions if
no restrictions were imposed, thereby
lessening the amount that would be
plowed into the Philippine economy,
if the savings were to be turned over to
the Philippine Government. These con-
siderations, among others, led to the
amendment of the War Damage Act on
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the expiration of the deadling )
filing claims.3 for
The amendment limited awards ¢
maximum of $25,000 for each daioa
thus further ensuring that there woul
be substantial savings. It was express
stated that the acceptance by an
claimant of payment under the amend.
ment would be “considered to be in
full satisfaction and final settlement of
all claims by such claimant arising oyt
of awards for war damage compep.
sation.” This meant that claimans
would no longer have any legal claimg
to additional compensation upon ac.
ceptance of the amendatory ceiling of
$25,000; if they refused, they stood to
gain nothing. In addition, the ameng-
ment penalized any former employee
of the PWDC, and anyone paying the
same, in connection with the filing of
claims under the Act.32
The Special Fund for Education
The centerpiece of the amendment
insofar as private educational instity-
tions in the Philippines were con-
cerned, however, was the stipulation
that the unpaid balance of claims be-
yond $25,000, which would have been
payable were it not for the amend-
ment, and after deducting adminis
trative expenses,
shall be placed into a special
fund in the United States
Treasury to be used for the pur-
pose of furthering educational
exchange and other educational
programs to the mutual ad-
vantage of the Republic of the
Philippines and the United
States in such manner as the



presidents of those two Repub-

lics shall from time to time de-

termine.” (Emphases added)

Thus was born the Special Fund for
Education.

Before continuing with our nar-
rative, it might be interesting to point
out that this was not the first time
that the United States, in its financial
dealings with other countries, had
channelled excess funds which would
have gone back to its treasury, for the
promotion of “educational exchange
and other educational programs to the
mutual advantage” of those countries
and the United States, regardless of
whether such countries wanted such
programs or not. One readily recalls to
mind the American “remission” of the
Boxer Indemnity in 1908 and pay-
ments for U.S. surplus property by
countries where such properties were
located at the end of the last global
war. The Boxer Indemnity was used to
finance the studies of Chinese students
in the United States, notwithstanding
the preference of the Chinese govern-
ment at the time.34 Surplus property
payments, on the other hand, initially
subsidized the now well-known Ful-
bright Scholarship Program that has
been going on for the last three
decades.3%

Returning now to the War Damage

Act, numerous applications were ex-

pectedly filed for the $73 million. Out
of 93,226 claims, however, the U.S.
FCSC Manila Office accepted only
78,928 for consideration because of
multiple filings and spurious ones. Of
these, 2,678 were eventually denied
for a variety of reasons, and awards
were issued on 76,250 adjudicated
claims amounting to $40,802,059.72.
The unawarded balance of meritorious
claims beyond $25,000—the statutory
maximum-—was $29,197,544.73. Since
$1,065,000 went into administrative
costs, there was therefore a balance of
$28,132,544 for the Special Fund for
Education,36

This figure would not be official
until a year later, when official deter-
minations of claims were completed,
but it was simply assumed when the
deadline for filing claims expired on
December 23, 1963, that there would
be a huge saving from the $73 million.

Jubilation initially blinded those who
had a potential vested interest in the
Special Fund into thinking that the
amount paid to individual claimants—
$40,802,059—was the Special Fund or
War Damage Education Fund.37

It was probably just as well, To the
Filipinos in December 1963, especially
private school heads and educators,
nothing could have been more wel-
come for Christmas. They were under
no illusions, of course, that their insti-
tutions would automatically receive a
portion of the Special Fund, let alone
one-half of it. For them, therefore, the
pursuit had just begun. Their vigilance
and determination, their persistent but
never invidious approaches and efforts
to activate or channel a portion of the
Special Fund for the improvement of
private education in the Philippines —
activities which spanned the last two
years of President Macapagal's ad-
ministration and almost three of Pres-
ident Marcos’ first term—all this con-
stitutes a fascinating chapter of the
human drama which led to the estab-
lishment of the Fund for Assistance to
Private Education, or FAPE.

Plans for the Special Fund

At the vanguard of this movement
were three prominent Ateneo Jesuits,
namely: Reverends John W. McCarron,
Pacifico A. Ortiz, and ThomasR. Fitz-
patrick.38 Each performed distinct, al-
though at times overlapping, roles: Fr.
McCarron's was to convince the Amer-
ican Government to accept the basic
principle that private education in the
Philippines was entitled to a share of
the Special Fund;3® Fr. Ortiz’s role
was primarily that of mobilizing the
private schools and institutionalizing
their efforts to tap the Special Fund;
while Fr. Fitzpatrick’s special concern
was the search for the best possible
formula that would assure optimum
earnings of the Fund earmarked for
assistance to private education. As we
shall see presently, were it not for Fr,
McCarron's adventure in private diplo-
macy from 1963 through 1965, it is
conceivable that most of the Special
Fund for Education would have gone
into agrarian reform education,*?
FAPE might never have been born. It
is, therefore, appropriate to discuss Fr.

McCarron's role in this section of this
history, since it served as the unofficial
backdrop of the official negotiations
on the Special Fund; those of the
other two, which would not have been
possible but for the former, will be
treated in the next two chapters.

In the belief that the best way to
apply pressure on the Philippine Gov-
ernment was through Washington, Fr.
McCarron left for the United States in
December, 1963, initially on a per-
sonal mission but subsequently on be-
half of COCOPEA. He returned after
more than half a year, apparently
without getting any commitment from
the American Government that private
education would be considered in any
disposition of the Special Fund.49 He
was at least relieved to find out that
during his absence, Fr. Ortiz had al-
ready mobilized COCOPEA and estab-
lished the Foundation for Private Edu-
cation in the Philippines (FPEP),
about which more will be said in the
next chapter. At the same time, he was
disappointed that the representatives
of these two organizations had not
been received by President Macapagal
before his departure for the United
States on October 3, 1964; they had
hoped to get his assurance that he
would intercede in behalf of private
education in his forthcoming meeting
with President Lyndon B. Johnson.

As expected, Presidents Macapagal
and Johnson talked about the Special
Fund, especially since it meant so
much to President Macapagal. The re-
levant portion of the statement issued
after their discussions reads as follows:

Both Presidents discussed the
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disposition of the Special Fund
for Education provided for in
the Philippine War Damage legis-
lation. They agreed to consider
plans including the possible for-
mation of a joint committee
which would ensure use of this
fund to further educational pro-
grams to the mutual advantage
of the Philippines and the

United States, among which

educational programs pertaining

to land reform would be

eligible.*2

The following July, President Maca-
pagal created the Committee For Land
Reform Education as the Philippine
component of the joint committee
mentioned above, under the Chairman-
ship of the Chairman of the National
Land Reform Council, not the Secre-
tary of Foreign Affairs.43 This, of
course, was understandable because
President Macapagal had meant to
utilize almost the entire Special Fund
for agrarian reform education, a pro-
gram which, sui generis, was not ac-
tually incompatible with national de-
velopment—the original intent of the
War Damage Act of 1962 and the
parent Rehabilitation Act of 1946.
But to do this, after having promised
COCOPEA and FPEP representatives
that private education would receive a
share of the Special Fund during an
audience the previous May,44 was
something else.

That was as far as President Maca-
pagal could go, however. The United
States in the end decided not to re-
lease the Special Fund for his pet
program, or for any other purpose for
that matter, in 1965;%5 not yet, any-
way. Perhaps, it was because 1965 was
a presidential election year, or that it
did not think that pouring the bulk of
the educational fund into land reform
education would be to the mutual
advantage of both the Philippines and
the United States. For this, Fr Mc-
Carron could claim considerable
credit,46 thanks to his persistence and
contacts in the United States and his
own close relationship with U.S. Am-
bassador William McCormick Blair, Jr.,
and other embassy personnel.47

The American policy not tq
mit, let alone release, the war da
educational fund to agrarian e
education alone—probably maq
late July or early August, 1965._.
paralleled by a decision not to excly
the private sector, i.e., private edy
tion, from the disposition of o=
fund.4®  Fr. McCarron, howc:he
would not even settle for this, insisue':
that private education must be Clea:l‘
identified as a possible recipient, As he
wrote Fr. Hurley again:

All 1 can say is that this is damp

nice of the bureaucrats i

Washington. Hence, within 2 gp

3 days | shall be off to Washing.

ton to become not excluded byt

included.%®

So in September, 1965, Fr. Mc.
Carron would make a second extendeq
trip to the United States in behalf of
private education. This time, he re.
turned with the unofficial assurance
by the U.S. Government that it would
only be too willing to set aside one-
half of the Special Fund for private
education in the Philippines —and
through FPEP at that—if the Philip-
pine Government proposed it, indeed,
even with just the latter’s “merest
suggestion.” 90

f()rm
S

Thus ended Fr. McCarron’s success-
ful private missi'on.51 Although now
remembered only by a few of his close
associates, 2 it was a good enough
starting point for the next round of
official negotiations on the Special
Fund for Education—this time under
the new regime of President Marcos
and that of President Johnson, who
himself had been elected in his own
right as U.S. President a month after
his discussions with President Magca-
pagal in October, 1964 on the disposi-
tion of the Special Fund.

President Marcos had scarcely set-
tled down in Malacafang when he
took concrete steps to make full use of
the Special Fund. Realizing the poten-
tial uses of the Fund for urgent educa-
tional requirements, and under pres-
sure from the private education sector
to redeem a campaign promise,53 he



pursued negotiations with the Amer-
ican government with more vigor and
determination than his predecessor.
This resulted in the general “under-
standings” of April 26, 1966, among
which were:

1. The fund shall be used to
further enduring educational
projects in the broadest sense
which shall promote the gen-
eral development of the Phil-
ippines. Such projects shall be
developed and determined by
means of consultation be-
tween the two Governments.

2. Disbursements from the fund

for approved projects
shall be made from time to
time as provided in a schedule
of payments to be mutually
agreed upon for each proj-
ect....The two governments
agree to negotiate the release
of the Special Fund for Edu-
cation within the minimum
time consistent with the for-
mulation and implementation
of each project developed.54

President Marcos next created, in

less than a fortnight thereafter, the
Special Fund for Education Commit-
tee, “‘to establish guidelines and to
review project proposals screened by
the Department of Education and to
consult with the representatives of the
United States Government on the proj-
ects to be financed under the
Fund...."5% The Committee was as-
sisted by a Secretariat headed by Dr.
Onofre D. Corpuz, then Under-
secretary of Education, and who had
been given specific oral instructions
from President Marcos to take care of
the Special Fund.58 This Committee
subsequently published an “Infor-
mation Bulletin [on the] War Damage
Special Education Fund,” inviting
public as well as private agencies to
submit project proposals in accordance
with a set of eight guidelines, among
which was the “promotion of Filipino
culture” (Guideline 2).57 It set Octo-
ber 15, 1966 as the deadline for sub-
mission of project proposals.

Meanwhile, President Marcos would
Pay a state visit to the United States.
Like President Macapagal two years
earlier, he and President Johnson dis-
cussed the Special Fund. The pertinent
portion of their communique reads:

The two Presidents agreed to put

to effective and creative use the

special fund for education avail-

able from, and pursuant to, the
war damage appropriations for
the Philippines. They directed
the joint panel established Jast

Spring to accelerate discussions

already underway on project

proposals and concurred in the
rapid implementation of projects

as they are mutually agreed

[upon]:58

The Secretariat of the Special Fund
for Education Committee (henceforth
referred to as the Education Assist-
ance Committee), thereafter feverishly
shaped up the project proposals for
the Committee’s consideration and
submission to the American Panel 59
In a span of six years, the Committee
drew from the Special Fund a total of
seven funds.60 Of these the Fund for
Assistance to Private Education —
$6,154,000 — is the second largest,
although it was much less than the
“$10,000,000 or one-half [of the Spe-
cial Fund] (whichever is larger),”
which the private schools lobbied and
worked for,61

Why a fund for private education,
in the first place, how it should be
utilized, and through what kind of
instrumentality or entity, will be dis-
cussed in the next chapter.
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NOTES

TQuoted in Alejandro M. Fernandez, The Philippines and the United States: The Forging of New Relations (Quezon City: Nso%

Integrated Research Program, 1977), p. 205.
2Cq-author of the Philippine Independence Act of 1934 and its amendment in 1933.

3y .S., Congress, Report of the Special Investigation Mission, 79th Cong., 1st Sess.

4public Law 370, 79th Cong. _
Spresident Harry Truman would later claim that he had recommended $500 million for private war damage pay

m .

“*Memorandum of Conversations with President Elpidio Quirino, September 14, 1951,” in U.S_, Department of State, Foreign Re’::"o.n,v
the United States: 1951, Vol. VI, Pt. 2, p. 1663. j

8| imiting payment of claims to the first $500 was related to a provision of the Bell Trade Act, which withheld payment of rehab“i'ﬂll‘
funds beyond that amount until the Filipino people had amended their constitution to allow Americans in the .Phlllppings to do q@
here as if they were Filipino citizens—the so-called “parity rights”. Happily for us, parity rights endgd with th_e expiration of 2,
Laurel-Langley Agreement on July 3, 1974. The text of the Bell Trade Act is reproduced in Fernandez, op. cit., Appendix 21. the

7Presidant Truman pleaded ‘““financial restraint” in 1950, but the reason given by thg Departrpent of State was that y
appropriation [now] would probably eliminate the possibility at some later date of securing anything ?Ise from the Congress o:"‘if';
Philippines which would be more economically productive.”” Dean Acheson to Truman, February 2, 1950, in For. Rels.: 1950, Vol.y
1409. The Truman-Quirino Meeting took place on February 4th. P,

In 1951, President Truman told President Quirino that while he “personally favored™ additional war damage payments, “hg did ol
think there was the slightest chance that Congress would agree.” /bid., 1951, Vol. VI, Pt. 2, p. 1563. By that time, the report of the St
Department’s Economic Survey Mission to the Philippines—the so-called Bell Report—had been released, and the information it CONtaingy
that additional war damage payments would not contribute materially to economic development (p. 103) had become a strong argumen,
against any war damage legislation.

8Nicholas 0. Berry, “Representation and Decision Making: A Case Study of Philippine-American War Claims* (unpublisheq Php
dissertation, University of Pittsburgh, 1967.) A microfilm copy is available at the U.P. Library and in the National Library, o
documents not available to Berry have since been published, and archival sources not then open have been declassified, but some oﬂ*

observations have retained their validity.
9y.s. Code, Congressional and Administrative News, 88th Cona., 1st Sess., pp. 794-803. This gives a brief legislative history of the War
Damage Act and its amendment. See, also, Berry, op. cit., citing contemporaneous congressional records. :
10lJnlike Truman, Eisenhower was actually for fiscal restraint; indeed, the Eisenhower years were noted for retrenchment in “WJ
aspects of American policies. % -
" As quoted in Mamerto S. Ventura, United States-Philippine Cooperation and Cross-Purposes: Philippine Post-War Recovery ang
Reform (Quezon City: Filipiniana Publications, 1974), p. 52. b
12This was mainly at the suggestion of Senator Delgado, who chaired the Sub-Committee on War Dam
Committee.
13This is more popularly known as the Laurel-Langley Agreement of 1955. Dr. Aurelio B. Calderon of De La Salle University h-
recently published The Laurel-Langley Agreement: A Critically Annotated and Selected Bibliography (Manila: De La Salle Univum'y'
Research Council, 1979). It is limited only to the Manuel Roxas, Jose P. Laurel, and Miguel Cuaderno Papers, but it is a handy beginning
guide for anyone who wishes to write on the background of that historic document, which expired on July 3, 1974. i
14Primary data on the PEMUS have been obtained from the files of the Philippine Embassy in Washington, D.C. and the Migusl
Cuaderno Papers at the U.P. Archives. See also, Berry, op. cit., especially pp. 98-108. I
1E’At:ting Secretary of State Douglas C. Dillon to General Carlos P. Romulo, Ambassador of the Philippines, August 4, 1959, in
’ Al
Philippine Embassy File No. 295.2 An excerpt is printed in U.S., Congress, Senate Report 1882: Philippine War Damage Claims, 87th Cong,,
2d Sess.
ool
16'l’here are many letters by both Filipinos and Americans along this line in the files of the U.S. Foreign Claims Settlement Commillhj'f.:‘
in the Washington National Records Center (NNRC), in Suitland, Maryland. ) ]‘_‘:
17The intention of the U.S. Government to off-set this obligation ($24 million, including interest) against the $73 million was clea J‘
spelled out in several inter-office memoranda on the omnibus claims in the Treasury Department. It was argued that in agreeing to pay
additional war damage compensation, the U.S. was merely redeeming a “moral”, not "legal”, obligation to the Philippines; in the case of the
Philippines, it was clearly a “treaty”, i ., legal, obligation. See Treasury Files, Phi 2 201 00, in WNRC, Suitland, Maryland.

age Claims of the PEMUS Claims




18The official reason given by President Kennedy was “lack of time", which could very well be true because of the aftermath of the Bay
of Pigs Fiasco, the Kennedy-Khrushchev Vienna Meeting, and renewed tension over Berlin. However, according to Berry (op. cit.), it was
pecause many solons were disenchanted with the Garcia administration’s putative reputation of “graft and corruption”.

197he U.S. agreed“lo waive the interest on the Snyder loan. As for the modality of payment, General Romulo said that Eisenhower’s
mommendaﬁOﬂ was “‘unwelcome in the Philippines.” And since 1961 was an election year, the U.S. might be dragged into the campaign as
simposing” its will and thus the issue might generate ill-will instead of goodwill. See his Aide Memoire of his conference with Dillon,
Kennedy's Treasury Secretary, on February 10, 1961, Philippine Embassy File 295.2.

20gqe, for instance, U.S., Congress, House Subcommittee on the Far East and the Pacific, Hearing: Philippine War Damage Claims (June
1, 1961) and House Report No. 1042 (August 26, 1961), both during the 87th Congress, 1st Session. The latter contains a letter from
Ganeral Douglas MacArthur, dated August 7, 1961, enclosing a copy of his remarks following his visit to the Philippines the previous July as
special guest of t_he Philippine Govemmer,t, in which he had said that “the restitution of the damage . . .necessitated by the exigencies of
war has not received ac.!equa!a co!n.pansanon" and that “‘the belief of the Filipinos in the American sense of justice is a very precious ideal
which should not be lightly sacrificed.”” In effect, the “Liberator'” of the Philippines was strongly recommending approval of the war
damage bill.

21 panila Times, May 11, 1962.

22pyipsdado Macapagal, A Stone for the Edifice: Memoirs of a President (Quezon City: Mac Publishing House, 1968), pp. 298-9. See,
also, the Manita Times, May 14, 1962.

23/bid.,

234pid., p. 341. The state visit to Spain took place on June 30-July 6, 1962.

24p oclamation No. 28, May 12, 1962. It is probably unfair and too facile to attribute a causal relationship between the rejection of the
war damage bill a_md Eroc!amaﬂon No. 28, for as early as 1959 there had developed a strong clamor especially by Filipino historians and
surviving revolucionarios — particularly General Emilio Aguinaldo — for changing the date of Philippine independence, something which
could not be ignored for long. But the timing does give the impression that there was such a causal relationship.

257he Dulles draft did not provide for reparations from Japan. For this, angry student demonstrators burned his effigy at Plaze Miranda.

26k ennedy to Macapagal, May 28, 1962, in Macapagal, op. cit., Appendix T.

In a way, Kennedy and Macapagal were re-enacting history. During the colonial period, if the Filipino leadership made a loud enough
noise against American “high handedness", or lack of simpatica, or policies they did not like, they always managed to get what they wanted.
This was particularly true during the first decade of American rule, See my Filipino Reaction to American Rule, 1901-1913, cited earlier,
and Dr. Peter W. Stanley's later book, A Nation in the Making: The Philippines and the United States, 1899-1921 (Cambridge: Harvard
University Press, 1973).

27 For Harriman’s statement, see U.S. Congress, Senate, Committee on Foreign Relations, Hearings on S. 2380 and S. 3329 (Philippine
War Damage Claims), 87th Cong., 2d Sess., p. 11. By coincidence, Harriman testified on June 12, 1962.

28penitez to Fulbright, June 14, 1962, ibid., p. 54. Miss Benitez was then Executive Vice President of PWU, eventually becoming
President herself. Elected to the former Senate of the Philippines, she is currently a member of the /nterim Batasang Pambansa for Southern
Tagalog region.

panil Times, September 1, 1962.

For his role in the enactment of the Zablocki Bill, General Romulo received the two pens which President Kennedy used in signing PL
87-616. See the Philippine Collegian for September 18, 1962. By coincidence, General Romulo was the Secretary of Education when the
Special Fund for Education, created in 1963 by an amendment to the War Damage Act, was being apportioned for educational and cultural
development programs. See Chapter |11,

30The Manila Office of the Foreign Claims Settlement Commission (FCSC) conducted an extensive information compaign on the
features of PL 87-616 before setting the deadline for filing applications, which was originally set for December 15, 1963 and subsequently
extended to December 23, 1963. Still, many claimants—over 700—failed to file on time. Fortunately, upon representations by the
Philippine Government as “Parens Patriae” and/or as trustee, such claims were considered for adjudication on their merits. However, for
claimants who had died without legal heirs and those who could not be located or did not file at all, in spite of the filing of a claim in their
behalf by the Philippine Government, also as Parens Patrise, the FCSC said no. See U.S., FCSC, Decisions and Annotations (Washington:
U.S. Government Printing Office, n.d.), pp. 669-674, FCSC Claim No. 1393.

31kor the U.S. Senate hearings leading to the enactment of the amendment (PL 88-94), see U.S. Congress, Senate, Committee on
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37geg, for instance, Dr. Sotero Laurel’s speech in March, 1964, wherein he adverted to the '$40,000,000 surplus War Damage Fund-.‘

Emphasis added. See Chapter I11.
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Er. McCarron’s.| am deeply grateful to Reverend Jose A, Cruz, S.J., and Fr. Thomas R. Fitzpatrick, S.J., President and Treasurer of Ateng,
de Manila University, respectively, for having gone over this section. i
40y first learned about Fr. McCarron’s role from Dr. Waldo S. Perfecto during an interview on August 29, 1978. “We almost lost lhe!
money that went 10 FAPE," he said. "It was @ good thing Fr. McCarron lobbied hard for itin Washington."’ |
41£, McCarron was recalled by the Provincial of the Society of Jesus so that he could, among others, resume his academic duties g
Ateneo. But he was in continuous communication with fellow churchmen in the United States who knew influential people and governmen; |
officials. For the letter of recall, see Rev. Francis X. Clark, S.J. to McCarron, 15 July 1964, in McCarron Papers. !‘
424 y5int Statement Following Discussions with the President of the Philippines, October 6, 1964," in Public Papers of the Presidents of |
the United States: Lyndon B. Johnson . .. 196364 (Washington: U.S. Government Printing Office, 1965), Bk. I, p. 1214. Emphases added.
See, also, the Manila Times for October 8, 1964. i
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Director-General of the Program Implementation Agency.

44pore on this in Chapter I11.
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1965, in McCarron Papers. ’
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vis-a-vis the Special Fund, adding that “as far as excellence in higher education goes, the securing of part of

46g, McCarron's objection to using the Fund for land reform education was rather strong, perha i
s ’ > ¥ ; ps, because he thought it would mean
genying private education a sizable share of the Special Fund. See his letter to Fr. Hurley, dated July 20, 1965 (loc, cit.). £

e Gollagh On'e':f FS. McCar:n;;' gt Wf‘shington-_ was apparently close to Vice-President Hubert Humphrey, Congressman
forralius Gatisghtr o e Sevaey. r. Jack Valenti—all confidants of President Johnson. Fr. McCarron had earlier said that he could
reach President Kennedy through Robert Kennedy. McCarron to Garcia, 3 September 1963. But then President Kennedy was killed in
November that year.

48p;. McCarron probably learned about this from Ambassador Blair or Mr. Albert Ravenholt. McCarron to Hurley, 16 July and 12
August 1965, foc. cit.
49/dem, 20 September 1965. Emphases are Fr. McCarron’s.

50For more details on this, and the documentation, see Chapter 111.

this money is basic.”

51g;. McCarron’s mission remingls one of an earlier, and far more ambitious, mission by two churchmen to avert hostilities between the
United States and Japan in 1340. Bishop James E. Walsh of the Maryknoll Saciety and his able assistant, Fr. James M. Drought, went to
Japan armed with ﬂfgthmg but a letter of introduction to a private Japanese citizen, whose retired uncle happened to know Foreign Minister
Matsuoka and Premier Konoye, both of whom they met. Far from preventing the spiral of tension between the two countries, however,
they may have even contributed to the confusion. See John H. Boyle, “The Drought-Walsh Mission to Japan," Pacific Historical Review,
Vol XXXIV, No. 2 (Mpy. 1965), 141-161, and Robert J.C. Butow, “The Hull-Nomura Conversations: A Fundamental Misconception,”
American Historical Review, Vol. LXV, No. 4 (July, 1960), 822-826.

52p obably because, eccordfng to those' who knew him, he was so “secretive’’ about his work, Fr. McCarron's role has not been properly
recognized by FAPE and the private education sector. It is not too late to honor him.

53C0COPEA officials saw President Marcos in March, 1966 to remind him of his commitment. See Chapter I11.

54gxchange of Notes ... Regarding the Special Fund for Education under the War Damage Act, as Amended, Manila, April 26, 1966.
Emphases added.

55 Administrative Order No. 11, May 13, 1966, in Official Gazette, Vol, 62, p. 4533. This order also dissolved the Committee for Land
'Reform Education earlier created by President Macapagal.

The members of the Committee were: the Secretary of Foreign Affairs, or his representative, as Chairman, and the Secretaries of
Finance, Education, 'aﬂd Agrlculyure and Natural Resources, the Chairman of the National Economic Council, the Chairman of the National
Land Reform Council, and the Director-General of the Presidential Economic Staff, or their representatives.

5645 told to the author by Dr. Corpuz during an interview (July 24, 1978) in his office at the University of the Philippines. As will be
seen in the next chapters, Dr. Corpuz played a crucial role in the birth of FAPE; he was, to borrow Acheson's title to one of his books,
“'present at the creation’’ of FAPE.

57This guideline made it possible for the Cultural Center of the First Lady, Madame Imelda Romualdez-Marcos, to submit a project
proposal, which was approved.

58The text of the Marcos-Johnson Communique, following their talks on September 14-15, 1966, is in Ministry of Foreign Affairs
Library and Archives, Joint Communique Files. Typescript, paragraph 22, p. 11. Emphases added.

59The American Panel was headed by the American Ambassador to the Philippines, or his representative; its Philippine counterpart was
the Education Assistance Committee.

The Philippine Panel submitted in 1967 alone three project proposals to the American Panel, this, in spite of the length of the
- documents, The school building construction project, for example, occupies twenty-seven pages (English text) of very fine print in the UN
Treaty Series.
] 607 hese were, in the order of approval by the Joint Panel: a) the Fund for the School Building Construction Project, May 18, 1967; b)
the Fund for the Textbook Production Project, June 26, 1967; ¢) the Fund for the Cultural Development Project, August 11, 1967; d) the
Fund for Assistance to Private Education Project, June 11, 1968; e) the Fund for the Philippine Science High School Building Project,
September 5, 1969; f) the Fund for Assistance to Students Project, March 30, 1971; and, lastly, g) the Fund for the Project for Assistance
to the Philippine Agrarian ReformsEducation Program, March 21, 1972,
61The evolution, or rather devolution, of this figure is treated in the next chapter. It may be suggested now, however, that had it not
‘been for the Fund for Cultural Development Project (i.e., the $3.5 “seed money” for the Cultural Center of the Philippines), the fund
allocated for assistance to private education would have been considerably larger.



