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Introduction

There is a wave of hopdessness that is envdoping the Philippines A 2006 poll
found that one of every three Flipinos wanted to leave the country because “they see no
hope’.! Poverty continues to be a centrd development issue in the country. According to
the 2006 NSCB edimaes, 27.6 million Flipinos or 4.8 million families are living bdow
poverty line and povety has worsened between 2003 and 2006.°> Rather than exporting
manufactured goods, the Philippines is an aggressve exporter of Flipino workers. From
the 1990s, a feminization of OFWs (Oversses Flipino Workers) haes increesed. These
women have university degrees, such as teachers, nurses, and doctors (turned nurses)
leaving the country to become nurses, housemads, entertaings and caregivers in rich
countries. But dgns of a worrying socid cost ae dready showing. Recently,
policymekers and government officids were darmed by a ‘crigs in the country’s hedth
sector where some 200 public hospitals had to dose down and ancther 800 hospitds were
patidly cosed because nurses and doctors had left the country for a better future in
foreign lands® More then 6 million Flipinos work abroad and in 2006 they sent
US$11hillion in remittances to their families and this helped prop up a nationd economy
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that is up to its neck in debt. A fdtering economy and lack of economic opportunity are
what fudls the exodus of many Filipinos

This dudy was undertaken primaily to underdand why the Philippines is a
laggard when compared to East Adds ‘achievers. Numerous explanations have been
forwarded, and this sudy seeks to build on this body of scholarship. One of the recurring
themes in the literature explaning the falure of rapid indudridization is the ‘lack of
politicad will on the pat of the Philippine government to hamness stence, technology,
and innovaion in economic deveopment.” My research question, therefore, is Why does
the Philippine government seem to lack that ‘paliticad will’, and how did it come into
being? The chdlenge facing the Philippines is how to successfully tranform a mercantile
into a production- and service-oriented economy.® Unlike an economy characterized by
reinforcing dynamics of highly innovaive agriculture, indudry, and savice sctors a
trade-based economy continues to impoverish the mgority because it has the unintended
consequence of concentrating wedth only to a few. Politicd will is shown when an
activig government deploys a development drategy that combines trade with innovation
policy to successfully build a dosdy-linked innovetive agriculture and manufacturing
sectors, as discussed later.

| ague that the long higory of colonidisn (and neocolonidiam) and the
dominance of globd historic blocs of which the more cosmopdlitaf Filipino ruing dite
is a pat lagdy explans the ‘lack of poliicd will’ problem in the Philippines. What
troubles the Philippines of today ae an economy dominated by globa trade and financid
interests and a government controlled by cosmopolitan politicd leeders and bureaucrats
which, time and again, have privileged economic liberdism. These interacting paliticd,
economic and culturd (religious, intdlectud) dites established the much wider socio-
economic order in which technologica innovative activities required to bring about the
shift from trade- and financebased economy to production-oriented one  making
indudrid capitdids more predominant, were completdy margindized. These globd
hisoric blocs trade and financid interests and the technocrals commitment to economic
liberdiam imposad free trade policy not only too ealy in the Philippine deveopment
pah but entrenched inditutions and socid forces that effectivdy and subsequently
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magindized the roe of technologicd innovaion and production in economic
devdopment. The foundations of these enduring socid dructures were lad during the
Spanish colonid period.” In this paper my am is to trace the beginnings of the formation
and the subsequent entrenchment of the dominant higoric bloc in Spanish Philippines
(1565-1898). | will firg discuss the andyticd framework, and then proceed to show tha
the fird wave of globdization primarily for rav maerids and ‘home-spun’ goods, for the
firga time integrated the import-export busness interest of globd traders and financiers
(European and locads) who were not necessarily paliticaly in accord with the interest of
the colonid Spanish government. This will be followed by a discusson of the beginnings
of locd politicd and culturd forces in the Philippines highlighting the impact of
colonidiam as fragmentation of the locd dite or ther nationdig visons and the legacy
of the colonid Spanish education system. The sodd environment of Spanish Philippines
is examined againgt the backdrop of 16'" and 18" —century England.

Conceptualizing politics of technology and devel opment

To make sense of the lack of the lack of politicd will problem, 1 combine Prof.
Chris Freeman's concept of NSl and the higoricd materidist gpproaches advanced by
the Itdian politicd economic theorid, Antonio Gramsci and the Canadian interretiond
politicd economic theorist, Robet Cox. | suggest that NS is an higorica dructure,
emphaszing the role of a mdledble codition of politica, technologicd, and culturd
forces or human agents in the economic trandformation equetion. Here NSl is deployed in
an ingrumenta way, tha is it is something that is not naturd, but is crested by human
effort. Freeman defines NS as a nework of inditutions in public and private spheres
whose activities and interactions are geared towards the production, adeptation, diffuson
and gpplication of technology in the economy.® Later, he emphasizes the nationd and
regiond dimendon of the sysem within the context of an increesingly integrated world
economy, aguing tha dthough internationd linkages ae growing in importance, the
influence of nationd factors, paticulaly the education sysem, indudrid reations
technicd and sdentific inditutions, government policies culturd traditions and many
locdl indtitutions are fundamenta to establish NSI.°

" Hedman and Sidel argue that the present institutional environment in the Philippines is not so much a
remnant of Hispanic colonization, but of “state structures erected and imposed in the course of the
American colonial era” They reasoned that it was “the timing, phasing, and gructural design of
[American] colonial democracy” that “left several lasting legacies which have continued to shape
Philippine politics long after independence in 1946.” The ingtitutionalization of a multi-tiered system of
executive and legislative elections had entrenched the interests of the landed segment of the ruling classin
Philippine politics and economy. Once in public office, they not only practiced political patronage, but also
influenced the nature and direction of public policy to serve their own interests. See Eva-Lotta Hedman
and John Sidel, Philippine Politics and Society in the Twentieth Century: Colonial Legacies, Post-Colonial
Trajectories. London: Routledge, 2000, p.7.
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Frances Pinter, 1987.
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In a more recent work, Freeman puts a spotlignt on the complementarity and
integration of these ingdituions in order to promote economic growth.’® But most
importantly he diginguishes between “narow” and “broad” definitions of NS, with the
former focusng on “those inditutions which ddiberady promote the acquistion and
disssmination of knowledge and ae the man sources of innovation’, and the latter
“recognizes that these ‘narow’ inditutions are embedded in a much wider socio-
economic system in which politicd and culturd influences as wel as economic policies
help to determine the scale direction and relative success of dl innovative activities”
The synergies produced by this configuration of politicd, economic, technologicd, and
culturd forces conditute the ‘broader NS’ which higoricdly has provided an
environment hospiteble to the <hift from a trade- and finance-based economy to a
manufacturing one,

While the integration of inditutions is quite ggnificat in NS, this task can be
more gppropriately done by the date. Bjorn Johnson agues that forma and informd
rues on propaty rights cooperdtion, long-teem credit, and public good dgnificantly
dfect an organization like budness firms indingion to innovate and to share
information, hence arguably a ndion-dates inditutiona st-up influences innovation and
learning processes. ' This has serious implications for the role of governments because,
as is evident in the above ddfinitions of NS, there is a nead to integrate inditutions in
such a way tha synergies among them can be achieved. Nonethdess, the NS gpproach
does not have a theory of the date. Given these limitations, it is essentid that the NS
framework be combined with competible frameworks from other discplines, such as
politicadl economy. Susan Strange may exaggerate when she argues tha “the dae is in
reireet” in the ea of globdization because the dae, though undergoing some
transformation, certainly plays an important role in this whole process of change? As
Leo Panitch points out, the state is an active agent of the process of globdlization itsdf®®
(induding technological innovetion) because it is the only inditution empowered to make
and enforce collectivdly binding decisions in the intra and inter-state systemt* o much
that international governance indtitutions aso need the Sate to redize their gods.

Freeman's broader concept of NS corresponds with Gramsci's notion of a
modern date. The modern date, according to him is an ‘expanded one which
conditutes the interacting politicd, intdlectud, and meaterid forces which he termed a
national historic bloc. These interacting forces correspond to those forces (or
inditutions) which Freeman suggests as crudid in a functiond NSI. | propose that NSl is

19 Chris Freeman, ‘Continental, national and sub-national innovation systems — complementarity and
economic growth’, Research Policy 31, 2002, pp. 191-211.
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Towards a Theory of Innovation and Interactive Learning. London: Pinter Publishers, 1992, pp. 23-67.
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13 Leo Panitch, ‘ Rethinking the role of the state in an era of globalization’, Paper presented at the American
Political Science Association and reprinted in the Socialist Register, Mimeo, 1994.

14" Geoffrey Underhill, ‘Conceptualizing the changing global order’, in Richard Stubbs and Geoffrey
Underhill (eds.) Political Economy and the Changing Global Order. Don Mills, ON: Oxford University
Press, 2000.



an higorical dructure — a mdledble cadition of palitica, technologicd, and culturd
forces whose decisons and ‘often unessy dliance or interaction produce <ructures
which facilitate or condrain the development and effective use of productive knowledge
in an economy (Figure 1-1). The reaionship of these forces is non- determinidic. This
means that the politica (politicdians and bureaucrats) and culturd  dites (intdlectuds,
religious leaders, and educators) exert influence (intertiondly or unintentiondly) on the
economic dites jus as much as they are dso influenced. Furthermore, Gramsci’s idea of
power is exerdsed primaily in the foom of hegemony or mord and intelectud
leadership. The ruling édites are able to redize key decisons which are beneficid to
them, ether by mantaining the datus quo or promoting change, through consensus rather
than coercion. The consensud assent of the people ruled is achieved through the
promotion of ‘common sensg idess — thee ae unquestioned idess embraced by the
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Figurel-1 NSl asan historic bloc

A coalition of political, economic, technological, and cultural forces
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Source: Based on Cox (1996) and Freeman (2002)

Gramsti’s notions of nationd higoric bloc and hegemony were gopropriated by
Cox in the internationd aena Cox agues tha as a globd mode of production (eg,
Fordig or the present knowledge-based) penerates into dl countries it brings about links
among nationd productive forces thus forming a transndionad or global historic bloc.
The economic life of subordinate dates is penetrated by and intertwined with that of
dominant sate(s). Thus, there is “passve revolution” in dominated dates as the impetus
for politicd economic change does not aise out of the locd economic deveopment
dynamics, indead, it becomes a reflection of internationad or globd devdopments There
is dso the promotion of hegemonic consciousness a the globd leve through the
universdization of norms inditutions and mechanisms which lay down generd rules of
behavior for states and for those technological, economic and intelectua forces that act
across national boundaries This is underteken through internationd  organizations and it

15 See Robert Cox, ‘Gramsci, hegemony, and international relations: an essay in method (1983)’, in Robert
Cox with Timothy Sinclair, Approaches to World Order. Cambridge; New York: Cambridge University
Press, 1996, pp. 124-143.



dfects NS in the sense that the sum of dl arangements governing internationd  issues,
such as production, finance, security, knowledge, and devdopment, generdly termed
“world order”, influences the development, financing, regulation and protection accorded
to technology.

Higoricd dructures are frames of reference wherein the trends arisng from the
sequence of outdtanding higoricd events are andyzed in order to explan a technologicad
and economic development (or underdevelopment) phenomenon. The component socid
dements or higoric bloc are engaged in an interchanging sequence of action and reection
indicating the inextricdble linkege between politicss economics, and culture a the
naiond and globd levds There are rivd coditions of forces in a country, and the
rdionship between more insular nationdis and globdis higoric blocs is described as
both conflictudd and cooperative® Given that this unessy ‘dliance of forces is historicd,
there is the likdihood of a particular codition to emerge, flourish, and aso fal gpart.
Thus change is possble and such an impulse could come from any of the componert
forces given that the relationship among them is non-determinidtic.

Conceptudizing the broader NS as an hidorica dructure suggests that globa
cgpitdig accumulaion process are dways refracted through the prism of socid rdations
and inditutions prevaling within nationdates. The implication of Gramsc’s theory of
the date is tha there is higorical variability in the creation of daes. There are different
forms of satesociety complexes (or expanded date, if you will) which, according to
Cox, go beyond the blanket typology of strong and week dates. This is crucd to our
explanation of the varied responses or abilities of nation-dates to build technology- and
innovation-driven production and sarvice sectors. There are traditiond as well as moden
states. A modern dae is essentid to build an NSl because such a date is more indined to
use its politicadl power to extract surplus from its people in the private economic doman
raher than from the public poliicd domain. By providing an inditutiond environment
conducive for owners of private propety to use ther dlocative power to better
themsdves, freedom to use innovativeness and credtivity is increased. This fundamentd
gynergidic inditutional dynamic dlows innoveive processes to progress. As Erik Reinert
putsit

The modern state crestes the inditutions enabling improvements in
production and didribution, and creetes the incentives that meke the vested
interest of the entrepreneur coincide with the vested interests of society at
lage. Inditutions encompass everything from legidation to infrastructure,
patents to protect new idess, schools universties, and dandardization of
units of measurements, for example.*’

16 See, for example, A. G. Hopkins, ‘Capitalism, nationalism and the new American empire’, The Journal
of Imperial and Commonwealth History 35 (1), March 2007, pp. 95-117.

7 Erik Reinert, How Rich Countries Got Rich...and Why Poor Countries Stay Poor. New Y ork: Carrol &
Graf Publishers, 2007, p. 121.



Even though concepts of ‘dateé  devdoped differently in other dtates, and for this
reason are not necessarily equivaent to the English concept of ‘state’®, “the ingpiration
for it, in the find andyss’, Greenfdd assats, came from ndiondism, which is
“incommensurable with a persond government”’® Seving as “the cohesive factor” of
ovelgoping dements of a sodd formaion, a moden dae is cgpable of defining a
nationd vison of collective dedtiny rather than of particular interest. Such a form of date
is crudid in the integration of forces and ingtitutions necessary not only to reach a certain
level of technologicad achievement but to have tha achievement reflected in a
compareble levd of innovaion, used by socey for economic modernization. For this
reason, Nicos Poulantzas argues, the state becomes the object of “paliticd dass struggle’
which is “the motive force of higory”, the “nodd point of the process of
transformation” . 2°

Hannes Lacher argues that the variability of nation-dates as a socia form can be
andyzed by usng property relations rather than production rdations as the andytica
tool.”t Here, property relations refer to the struggle over the control of ‘authoritative
power (or politicd power) and the ‘allocative’ power (or economic power). The power
for surplus extraction, through the control over people is cdled authoritative resource
the control over things and eventudly nature is cdled dlocative resource? In other
words, we can determine whether a date is modern (capitdit) or pre-modern (eg.
abolutig, parimonid) by examining the rdaionship beween authoritative and
dlocaive powers as far as economic surplus extraction is concerned. In essence, in pre
modern or precgpitdis (eg. absoluti and patrimonia) societies, there is a red unity of
the politicd and economic (and culturd) forms of power. The authoritative (i.e, the
bureaucratic, military, and judicid) powers possessed by the feudd ruling dites were
used to exploit the pessantries usng the date office?® Lacher argues that the ownership
of the means of production through the accumulation of authoritative power by lords
gives them politicdl and legd rights over access to economic surplus, enabling lords to
reproduce themsdves as lords Economic development then is prevented because the
logic of wedth accumulation by the ruling dites is not governed by the criteria of
e‘ficiem}/ of production, rather through coercion or exploitation through extra-economic
means?* Hence, Robert Brenner argues that pre-modern property relationships are a

18 For example, in France the ‘etat’ originally acquired its political meaning from association with the
person of the king, and later meant the government bureaucracy because the powers delegated to and
exercised by king's officials during Richelieu’s ministry grew very extensive, and Richelieu insisted that
the officials represented the king' s authority itself.
19 Greenfeld, ‘ Nationalism and modernity’, p. 26.
20 Nicos Poulantzas, Political Power and Social Classes, trand. T. O’ Hagan. London: NLB and Sheed and
Ward, 1973, pp. 76-77.
1 Hannes Lacher, Beyond Globalization: Capitalism, Territoriality and the International Relations of
Moder nity. London and New Y ork: Routledge, 2006, p. 51.
%2 |bid., p. 37.
2 Richard Lachmann, ‘Comparisons within a single social formation: a critical appreciation of Perry
ﬁnderson’ slineages of the absolutist state’, Qualitative Sociology 25 (1), Spring 2002, p. 91.
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hindrance to overdl economic deveopment, hence the importance of transforming
property relations anong societies >

By contrast, Max Weber pointed out that the modern state is didinct from pre
modern inditutions because power rdations in the economic and paliticd spheres ae
sepaated “from dl persond authority of individuds’, such as the monarchy and feudd
warlords and power become “an atribute of the community.”?® A modern state form of
government, by definition, was impersond, based on popular mandate rather than on the
authority of individuds This idea of the ‘modern dat€ is shared by dructurd historica
materidists who refer to the modern date as a capitalist gate. This form of Sate, Lacher
argues, is“autonomous’ and “not just rdatively”. He notes:

[Capitdid] dates never just codified the prevaling world market
draegies of firms nor did they smply execute the globa interests of
‘their capitdist classes States condruct socia  spaces, credting a
goecific nexus between teritoridly based politicd  authority and  the
different scdes of accumulation, from the loca to the globd. They
thereby shape and limit possible strategjies of firms and classes®’

In a modern or capitdist society, the power to extract surplus is premised on the
control over property in the means of production located in the market (rather than the
posesson of politica authority) which, Lacher argues, is “the decisve aspect in the
dynamic of productive and commercid development’.?® Labour is transfomed as a
commodity sold in the market or in the private sphere, producing a dass of wage-earning
workers, and the edtablishment of &bsolute private property, creaing an indudrid
cgpitdis cdass The dae is no longer directly implicated in capitdist exploitation
because of the privaization of some forms of politicd domination in the economy (or
market). The privatization of surplus extraction in the economic domain leaves the role of
the date in the public domain to be the formulation and enforcement of rules for a market

economy to function.

Ellen Meksns Wood mantans tha Western conceptions of modernity conflate
the rise of Enlightenment rationdism (the eevation of resson over ignorance and
superdition) with the development of capitdism® This conflation is adso reflected in an
underdanding of ‘bourgeocis as identica to ‘capitdis’. Capitalism is usad in this sudy
to differentiate from mercantile capitadism. The later is the age-old exploitation of price
differentid between segmented markets, buying chegp products in one maket to sdl a a
higher price in another, but which crestes only opportunities for exchange. It marked the

25 Robert Brenner, ‘The socia basis of economic development’, in John E. Roemer (ed.), Analytical
Marxism. Cambridge, England: Cambridge University Press, 1986.

26 Max Weber, Economy and Society: An Outline of Interpretive Sociology, edited by Guenther Roth and
Claus Wittich, transl, Ephraim Fischoff et a. Berkeley, CA: University of California Press, 1978, pp. 600,
998; Liah Greenfeld, ‘ Nationalism and modernity’ Social Research 63 (1), Spring 1996, p. 9.

27 |_acher, Beyond Globalization, p. 155.

28 | bid., p. 37.

29 Ellen Meiksins Wood, ‘Capitalism or enlightenment?, History of Political Thought 21 (3), Autumn
2000, p. 405.



beginning of “the pursuit of ever-increesng wedth” through “profit-oriented production
for market exchange where it becomes imperative for producers to produce for the
market”.® In other words, this disinct type of capitdism emerging is production-oriented
(and not necessarily equated with indudtrid capitdism because it actudly first deveoped
in English faming practices in England). Higtoricd accounts indicate rationdization or
enlightenment to have not necessarily manifested itsdf in dl time and space in a culture
of cgpitdiam. For example, in France, the enlightenment idea of ‘progress and ‘equdity’
(eg., Condorcet) was thought to be achieved through reason, while in England (eg.
Locke) progress was pared with ‘indudriousness dosdy associaed with “productivity
and profit meking’. The 18"-century French bourgeoise was not an industrid capitalist
class but an officeholder, a professond, even an intdlectud whose materid interests
were bound up with the date through dipends from the dae or through exemption from
taxes which burdened the Third Estate.®*

Essentidly, the interest of non-capitdis bourgeois was typicdly expressed in the
commitment to civil equdity which, more often than not, meant access to date office
Wha is of most dgnificance here is tha the culture of the French Enlightenment led to a
materid and inditutiond interest of the intdlectuds toward access to the dae to the
lucrative resources of date sdaries, pensons and privileges But this was “less a
symptom of ‘modernity’ than a festure of the ancien régime and the corporate structure
of the absolutist date...[where] the dtate and office were primary economic resources.”
Research projects of those intdlectuas or professonds in the Paris Academy, for
indance, were dictated by the essentiad functions of the date raher than of the
economy.® This means the rationdisn and modemity in France did not result in a
‘capitaist state’.

By contragt, the English bourgeoise some, of whom were dso members of the
Royd Society as stientiss and politicians (eg. Issac Newton, Robert Boyle, and William
Petty) came from the landed class, especidly from the gentry — men who did not regard
ther intdlectud pursits as a kind of professond activity, let done a type of office
holding. The ealy preoccupation of the Society was with the improvement of the
agriculture sector through enhanced productivity. One of the Society’s ealies projects
was a countrywide survey of the technologicl nesds of English farming, which in 17
century or earlier was dready subjected to the requirements of a competitive market or
agrarian cgpitdism. In England the landed were tranformed into capitdids and were
dso the palitica ruling dass. The fird agrarian capitdis and indudrid capitdis systems
were edablished firg only in England and not in France ad the entire Western Europe
(except Holland) and was presented with a unique ideology of progress based on
technology, innovation and the enhancement of Iabour productivity. >

% william Welch, ‘In the national interest: interview with Liah Greenfeld’, Vision: Insights and New
Horizons, Spring 2006, http://www.vision.org/visionmedia/article.aspx?d=1329, accessed November 3,
2007; Ellen Meiksins Wood, ‘ From opportunity to imperative: the history of the market’, Monthly Review
46 (3), 1994, pp. 14-26.

31 Wood, ‘ Capitalism or enlightenment? , p. 408-413.

%2 bid., p. 413-17.

% \bid., p. 417.



There is nothing <df-evident about a moden socid formation that  supports
innovation and production sysems. The integration process that Freeman underscores
requires politicd power. This is where Gramsd’'s higoric bloc, which conditutes
interacting politicd, culturd, and economic dites, is sdient because they provide the
intdllectudl, political, and economic leadership to develop that sysem® The task of
intellectuds and other culturd actors is very important in the crestion of NS as they
devdop and susan mentd images to promote the desred norms and achieve
consensus®® | then underscore the role of ‘belief-systems or idess in the transformation
process. Nationdisn engenders a developmentd mindset, a symptom as wdl as a cause
of a modenizing society. Although devdopmentd ruling dites ae dosdy associated
with the East ASan developmenta dates, some scholars point out that they have existed
ealier in higory as in England and Western Europe, especidly Holland and Germany.®
Ba Gao points out that ideology or “a way of seeng things’ influences the nationd
srategy to secure a dynamic economy.3”  On this account, idess are a significant part of
the NSl as they provide societies with what Margaret Jacob termed a“ mentd shift”.

A worldview persuades economic and political actors to accept a definition of the
Stuation s0 tha the date gains control over the outcomes. How a ndiond problem is
defined determines the nature of the solution.®® Hence, intellectuas or technocrats, and
more recently think tanks, are dgnificant actors in edablishing NS, actively integrating
technologicd change in economic devdopment discourses Mak Beeson notes that
politicd economic visons not only inform about “what gopropriate policy looks like, but
wha an economy is the way it should be thought of, and the purposes to which it should
be put”®* Wha policymakers envison of an economy and its purpose will “both reflect
and help to construct the very economic processes and forms policymakers and
theoreticians seek to comprehend and manage”® Whether a nationd economy is sdf-
regulaing or managed is a nationd vison tha is conteted by rivd power blocs ie
netiondis and globdig.

34 Antonio Gramsci, Selections from the Prison Notebooks of Antonio Gramsci, edited and transl. Quintin
Hoare and Gerard Nowell Smith. New Y ork: International Publishers, 1971, p. 258.
35 Cox, ‘ Gramsci, hegemony’, p. 132.
36 See, for example, Amiya Kumar Bagchi, ‘ The past and the future of the developmental state', Journal of
World-Systems Research 11 (2), Summer/Fall 2000, pp. 398-442; Ha-Joon Chang, Kicking Away the
Ladder: Development Strategy in Historical Perspective. London: Anthem Press, 2002.
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It is the beief-sygem in a government that is biased towards production, focused
on credting innovative production and savice sectors that is of dgnificance in the
edablishment of NS because bdief-sysems shape the way the rulers think about how
things are to be done. A modern dSate requires three conditions (1) an ideology thet
embraces a universe of assumptions, vaues, and expectaions centred on production,
technologicd competency, and innovative culture as the means to build a srong nationd
economy; (2) the dominance of a capitdis mode of production; and 3) the ability of an
higoric bloc to haness this bdief-sysem as a moving force towad nationd
devdopment. A devedopmenta vison sarves as the glue tha integrates the actions of
politicians, busnessmen, educators, and the generd public with ther perception and
underganding of the naiond economy. As Freeman emphesizes, the integraion and
coherence of a socidy’'s inditutiond dements provides a supporting overdl dructure for
rapid diffuson of core leading technologies in dusters of industries® The ahbility of the
date to promote technologicd and indudrid devdopment lagdy depends upon its
rddionship with purveyors of technologicd, politicd and socdd power a the ndiond
and internationd leves This rdationship is characteridicdly of a ‘conflict-cooperation’
type. The date is involved in ‘games a two levels — domedic and globd — with each
game having its own st of rules At the domediic levd, the dae is involved in a palitica
game to provide a secured and high standard of living for its people, but a another leve,
the internationd, the deae is involved in another game tha has its own rules favouring
market forces.

The idea of collective degting was expressed by Friedrich Lig in what is now
conddered his dassc book, National System of Political Economy, when he sad: “It is
the task of politics to avilise the barbarous nationdities, to make the smdl and wesk
ones grest and strong, but, above dl, to secure to them existence and continuance.”* And
to accomplish this task, he adds, requires ‘the economical development of the nation” for
the ultimate god of preparing the nationd economy “for admisson into the universd
society of the future” It is cdear tha Lig, whose name has been associated with
protectionism, was actudly not aganst a concept tha is presently referred to as
globdization. Rather, protectionig policies were a temporary drategy until the nationd
economy atains a certain leve of development of its productive capability.

The intelectud dimate in today’s globd world, as it was during Lis's time hes
rendered ‘market mechanism’ the ‘new gospd of truth’ in wedth cregtion and
‘devdopmentad mechaniam’  drangdy old-fashioned. The badc agument is tha
economic liberdian promote efficiency in the sense that individuds exercisng ther
freedom ae given the opportunity to maximize benefits by choosng from the avalable
‘commodity’ and ‘cgpabilities options to be adle to function. Economic liberalism
refers to the maximum role of makets and competitive forces in an economy. The
legitimate role or ‘order policy’ of the dae is limited to the edtablisment of the
necessxry framework in which markets can operate and to the provison of services which

! Freeman,  Continental, national’, pp. 191-211.
42 Friedrich List, National System of Political Economy. London: Longmans, Green and Co., 1885, pp. 175,
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private enterprise canot provide  These theordicdly guarantee price ability, open
markets, private property, ligbility and the freedoms of trade, associaion and contract

through the establishment of rules to ensure predictability.

In Lig’s theory of productive powers, he argued that the power of producing
wealth is more important than wedth itsdf because “it insures not only the possesson
and the increase of what has been gained, but aso the replacement of what has been logt.”
Lig, in the present parlance, was arguing for the vaue of innovaion. He explaned that
the cause of a naion's wedth and progress lies in “productive cgpabilities’ which he
agues as the “accumulaion of dl discoveries inventions, improvements perfection, and
exertions of dl generaions which have lived before us they form the mental capital of
the present human race.” For him, free competition between two nations can only be
mutudly beneficid when they compete in a nearly equa podtion of deveopment. Lid's
words of advice to the developing countries of his time remain gpplicable today:

[Alny nation which owing to midortunes is behind others in indudry,

commerce, and navigation, while she neverthdess possesses the mentd

and maerid means for devdoping those acquigtions must firg of al

drengthen her own individud powers in order to fit hersdf to enter into

free competition with more advanced nations. 3

Devdopmentdism (or mercantiliam) as origindly advanced by Lig agues tha
nations must modify ther sysem according to the measure or progress they have
achieved. Free trade with the mare advanced nations introduces to a nationd economy
the impetus to move from barbarism into meking advances in agriculture, after which
redricions on commercid activity must be imposad to promote the growth of
manufactures, fisheries, navigaion, and foreign trade. After a certan level of wedth and
power has been achieved, free trade and unredtricted competition must be established.
Esstidly, the god of mercantilian was to dign private and public vesed interests to
establish increesng return industries (production and service) that creete virtuous circles
of devdopment by creding wedth, employment, and obtaning synergies between
agriculture and manufacturing.  When devdopmentaism is successfully carried out, the
naturd consequence is ecavmic libedism** As Erik Reinet agues production
focused mercantiligt policies have been “a mandatory passage point for nations that have
taken the step from poor to wedthy.” The problem, he says is tha snce the early times,
when the economy is in trouble mongaids try to cure the symptoms evident in the
financid sohere rather than in indudry. Hidoricdly, the vicious problems of povety and
low productivity and economic growth were only solved by atacking the problem a the
root — changing the productive structure or by “ getting the economic activities right.”

The gtudtion, however, is more complicated in countries that had colonid
experiences, and thus “multiple spaces of development knowledges'®® and | would say
‘multiple nationdiams a a ocondition of movement over-determined by globa forces

43 Ibid., p. xxvi.
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enacted & a locd levd. Colonidism, which was motivated by what Amitav Ghosh refers
to as the “unquenchable, demonic third” of colonid powers for the control of trade land
and resources complicated the nature, teems and ground of dlegiance, and imaginaions
of the politicd posshiliies of locd colonized dites*® Colonidism compromised
ndiondian and the notions of ‘home, ‘nation’, and ‘bdonging, egpecidly among the
coamopaliten indigenous dite which does not necessarily bear nationdigt sentiment, as
Smith points out. 47 In this Stuation, nationaism as “the foundation of the mora order of
modern society, the source of its vaues the framework of its characterigtic — nationd
identity, and the bass of sodd integration in it” is effectivdy compromised. Nationdism
becomes ditig rather than collectivig in its gods. Some scholars argue that “there are
dmilarities  between colonidian and pod-colonidiam”’  despite  the tempord  bresk
asociated with poswar independence and decolonizetion.  Franz Fanon's “usdess ndive
dass’ as oppressors of their own people merdly replaced the colonid masters®  In sum,
the fundamentd synergisic dynamic generated in the interaction among materia interest,
and visons and idess of modernizing politicd and intelectud lesders largdy shepes
development drategies that dlow innoveive processes to progress Such an higtoric bloc
embraces the notion that technology and innovation are centrad to economic change, but
as socd processess ther utility in the economy depends not only on technologicd forces
and cgpitdids, but dso on other socid forces, such as technocras, politicians and
educators. A broader NSl is cregted, thusit is politicd.

My answer to the question of ‘lack of politicd will’ in the Philippines is that the
long higory of colonidism (and neccolonidiam) has entrenched a dominant globd
higoric bloc in the country of which the more cosmopalitan Flipino ruling eite is a part.
To test this man theds | proposed the hypothess that political will is demonstrated
when a nationalist historic bloc (politicians, intellectuals, and capitalists) uses political
power to transform a trade- and finance-based economy (pre-capitalist) to a production
oriented (capitalist) national economy. This form of capitdiam characterized by the
unigue system of market dependence in food production — agrarian capitdism — would
st in motion a rdentless compulson to compete, to produce codt-effectively, to
maximize profit, to reinvest surpluses, and sysematicdly to increase labour-productivity
through innovation and by improving the productive forces.

Agraiian capitdism, which had completdy trandormed the mos basc human
relations and practices, had impacted a dynamic English economy in the 17" century and
would eventudly give rise to capitdism in its mature, industid form in lae 18"-century
England. It was when nationadism was trandated into ‘scientism’ (different from the 20
century scientism) and innovativeness, and the widespread gpplication of mechanica
skills and condderable creativity in conception and desgn in machines that capitdism
had matured, and the English economy was dominated by indudrid capitdigs. By

46 Amitav Ghosh, In an Antique Land: History in the Guise of a Traveller's Tale. New York: Vintage,
1992, p. 288.
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contrad, in the Philippines what links the present to the past is the dominance of
cosmopalitan traders and finanders backed by imperid politicd rulers. From the Spanish
period, the Philippine economy has dways been characterized by bdance-of-payment
crisss mess povety, and low productivity. The Philippines until today is not a moden
politicd economy. The politicd, economic, and culturd gructures can be traced back to
Spanish Philippines. While mogt devdopment scholars take the post-World War 11 period
as the ‘new beginning for mogt of the countries in the developing world, Atul Kohli
condders this as unfortunate because “it is likdy that a Sgnificant component of the
explandion for why the countries traverse different developmentd peahs lie in ther

colonid heritage”*°

Theorigins of trade and financial economic interest

| discuss the origins of the mercantile and financid economy dominated by the
Spanish merchants [both in colonid Philippines and New Spain (now Mexico)] and the
Chinese merchants Spain ruled the Philippines, its only colony in Ada through the
viceroy of Mexico. | then go on to examine the continuity and changes of this materid
interest in mid 18" century through late 19" century when Spain was under the English
sphere of influence. At that time the mercantile forces were dominated by English and
American merchants and they were joined by the emerging landed Filipino dite engaged
in export-crop busnesses. At this time the economy was srongly linked with American
markets.  Free trade devadtated the pre-colonid society’s growing agriculture and
traditiond indudry. The decimation of locd entrepreneurship and a consarvative Spanish
colonid education's long-lasting consequences for the margindization of primordid
indugtria forces are discussed.

Span in the ealy moden period was a leading imperid power in Europe and
beyond. At the height of Span's greainess, it had edtablished its inditutions and socid
forces in its vagt colonid domains induding the Philippines. However, Spain ruled the
Philippines through the viceroy of Mexico, prompting one scholar to say that “From the
beginning, Spanish colonization of the Philippines was a Mexican enterprise’>® While
the occupation was a “fiscd nightmare for the Spanish adminidration in the Philippines
for the viceregd authorities of Mexico, and for the Castilian crown in Madrid” >, it was a
peiod of enormous profit-making and enrichment for merchants and financiers engaged
in importexport busness. More than that, however, it crested an enduring economic
dructure which entrenched mercantile and financid interess in the loca economy  until

tody.

The politics of Spanish colonization of the Philippines were influenced by and
intertwined with broader imperid, drategic, palitica, culturd, and commercid gods in

49 Atul Kohli, “Where do high growth political economies come from? The Japanese lineage of Korea's
“developmental state”? . World Development 22, no. 9 (1994): 1269-1293,
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the Ada-Padfic. As ealy as 1569 a controversy aose among opposng coditions of
government  officids and friars over the practicdity of the colonid occupation. Those
who were opposed argued that it was a losng propodtion as far as the exploitative
potentidl and financid viability were concerned, as it was a “deficit government”,
receving a yealy situado (subsdy) from the wedthier Mexico®? However, if the
occupation was to be mantained, converting the Philippine Idands into a trading pos
was a must.>® The Philippines was hdd as a colony from 1565 until 1898 not only to use
the archipdago as “a center of missonary effort in the Orient”. In the minds of the
Soanish  authorities, Las Idas Filipinas were “absolutdly necessary”: “to maintain the
authority, grandeur, and reputation of [the Spanish] crown”, to serve as a “defense of the
Moluccas and the spice trade’, and “to protect for both crowns [Cadtilla and Portugd] the
commerce of China.”*

The entrenchment of trade interests in Spanish Philippines was influenced by the
muchcoveted and burgeoning foreigntrade dynamic surrounding the Chinese  dlver
trade and the Moluccas spice trade. The Spanish officids saw the Philippines continued
occupation as crucid to their success in the druggle agang the Dutch and Portuguese
merchants for control over the Moluccas spice trade™ Moreover, it was to preserve for
both Cadilian and Portuguese crowns the “commerce of Chind’ tha Span mantaned
the Philippines as its colony.>® The gdleon trade was regarded as “one of the most
beneficid and lucrdive of those in the entire Orient”. In fact, the drength of this import
export busness had s0 impressed the Itdian Gemdli Careri, who vidted the Philippines
in 1696 that he dated that Manila “was to be accounted one of the greatest places of trade
in the world’>" The gdleon trade was significant for Spain to maintain and preserve —
“For if they were log”, as Grau argued in his memarid, “the resulting dameage would be
grest and excessve beyond any possble comparison or proportion to what the idands
now cost us.”>®

Manila was crudd to the globd trading process®® For some 250 years the
gdleons provided the link of a budling trade driven by Chinds unlimited demand for
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dlver from Mexico and Peru and Europes demand for Chinese finished goods, such as
porcdan wares, slk, and tea. Some scholars argue that this was a sSgnificant period as it
ushered in a new era of world trade linking an exising sophigicated Asan commercid
network centred on China with an expanding Europeen world sytem.®® Between the
1500s and the 1800s, a third or aout 40 percent of dl the Slver produced by Peru and
Mexico, which supplied about 85 percent of the world's demand, flowed into China®*

Chinds emperor repulsed embasses seeking to edtablish trade, dating that “the
Cdedid Empire, ruling al within the four sees [i.e, the world], Smply concentrates on
carying out the affars of Government properlgl, and does not vdue rare and precious
things’, yet “there was one exception: siver.”®? The Chinese market for coins was what
devated the vdue of the dlver commodity and provided the impetus for trade around the
globe®®, thus Katherine Bjork contends that the Asian trade was not externd to the world
gydem: “Slver was one medium of the European world sysem tha had a place in
Chinese world sysem schemes”®  The Chinese ‘slver interet’ was matched with the
Soanish  merchants  (both in the Philippines and Mexico) interests to control the
monopolidic gdleon trade. The keen interests of the merchants made the Manila
Acapulco trade not only endure but dso prosper. However, it placed the Spanish crown in
a difficult dtuation where it was torn between “maintaining a foothold in Aga’, which
meant tolerating or even encouraging the gdleon trade, and protecting the metropolitan
merchants or curbing the flow of glver to China The merchants of Seville who
dominated the Atlantic trade in European goods had aways been opposed to the
colonizetion of the Philippines because the Chinese merchandise carried by the Manila-
Acapulco gdleons, paticulaly Chinese slk “undersold those of Span in Mexico and

80 Curtin used the concept of “transit market” to describe the function of Manilain “linking a Chinese trade
diaspora” with the galleons from Mexico. Philip D. Curtin, Cross Cultural Trade in World History.
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Peru”.®® In Grau's memorid he notes that “the Chinese goods were so cheap that those of
Castillawere estimated at three times their price.”®®

The degp compstition from Chinese products prompted Philip Il to abolish the
gdleon trade in order to “protect Spanish industry and to presarve to Spanish producers
the American market.” A successon of decrees was then made by the crown to the
viceroy of Mexico. In 1587 the shipment of Chinese doths from Mexico to Peru was
prohibited. In 1591 dl direct trade between Peru or other pats of South America and
China and the Philippines was banned, and in 1593 a decree, not rigoroudy enforced till
1604 “abolutdy limited the trade between Mexico and the Philippines to $250,000
annudly for the exports to Mexico, and to $500,000 for the imports from Mexico.”®” The
suspenson of the trade link was “very injurious to the Philippines’ as “the idands have
experienced so grest a decline in their commerce.”®® The King pointed out: “if thet trade
[Manila-Acapulco] continues, the trade in cloth exported from these reams would cease
or be greatly decreased.” Also, the textiles “are bartered only for gold and dlver, or coin,
because there is aundance of everything dse there’, which means that Spain loses “that
whole amount”. But despite the strong oppostion of producers in Spain trade has been
continued. Bjork maintains that this was largdy because of the commercid interests of
both Mexican officds and merchants who “were in a pogtion to control the trade for
their benefit”® Edicts were not dways enforced, as William Lytle Schurz points out:
“Sddom was the execution of any group of laws in the colonid code of the empire
insisted on with equa persistence or rigor.””°

In the minds of some colonid authorities, Spain did not benefit from the trade.
They thought the gdleon trade sphoned slver to China Concerned about the flow of
dlver to China and the strength of Chinese merchants, the auditor, Mechor Davdos,
wrote Philip 1l in 1584 informed the King of the sStuation. "' Efforts to prevent the
continuous flow of glver to China led an ‘Ordinance Forbidding the Indians to Wear
Chinese Swuffs. The governor Juan de Cudlar argued that the purchase by naive
Flipinos of Chinee garments caries avay 200,000 pesos “This money leaves the
relms of his Mgedy, and is caried to a foregn country, in violaion of royd edicts this
would be prevented if the sad natives were not to cothe themsdves with the sad
stuffs” "2 Moreover, the Ordinance was seen by the governor to be important to stop the
exportation of rav maerids from the Philippines for Chinds indudries In prohibiting
the Flipino ‘Indians from wearing Chinese doths “another serious evil would ceese; the
natives would no longer sdl raw cotton to the Chinese, who take it to their own country
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and make it into doth, and then return to sl it to the natives and with these goods
deprive them of their money.” "3

The intetwining of trade and financid interests in the Philippines began during
the Spanih regime. Nicholas Cushne notes that a financid-cum-philanthropic
organizetion, Santa Hermandad y Cofradia de la Misericordia (Misaricordia of Manila)
was edablished.”® The primary sources of the Misaicordids income came from
donations, edates, legecies in the form of obras pias (charitable foundation), taxes on
property, and tributes from the encomiendas. The income was apportioned three ways
one pat was lent to the Spanish merchants involved in the Manila gdleon trade; one part
was usad to finance the Chinese Asian trade, and one pat was used as reserve capitd.”
At the end of the 18" century, the Misericordia was a powerful economic force in the
Philippines “Indead of being a smple source of chaiteble works, it was the financid
motor of the galleon trade’. Some of its resources were invested as stocks in the Banco
Esparol-Filipino (now Bank of the Philippine Idands) edablished in 1852, The Cahdlic
friars finandd investments in Hong Kong which sphoned money from the Philippines
were the object of atacks by the young Filipino ilustrados in their propaganda writings.”®
Thee aguments, Megan Thomas points out, “ae surprigngly familiar to an ealy
twenty-fird-century ear: friar orders were accused of being transnationd corporations
(which they literdly werg), with loydty to no nation, and which could, therefore, escape
obligations to any nation.”

The arivd of the Spaniards and the presence of a lucrative market for Chinese
goods both for the domestic economy and the gdleon trade drew the Chinese to sHtle in
the Philippnes in the ealy 1580s’® Ship-owning Chinese merchants seized the
progpects. This trade route was very profitable for the Chinese especidly from the 1570s
to 1670s’® There was, however, an unessy relationship between the Spanish government
and the Chinese due to culturd, economic, and politicad reasons which resulted in the
Spanish government  discriminating againg the Chinese traders Policies towards them
were characterized by heavy and arbitrary taxation, control, and converson. There were
dso episdes of Chinee expulson from the idands in 1686, 1744, 1755, and in 1766
following Chinese collaboration with the English during the invadon of the Philippines in

3 |bid.
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1762-64. Only the native women and their Chinese mestizo children and a few Catholic
Chinese were dlowed to reman. Nonethdess, the colonid government reopened the
colony to Chinee immigrants and busness adtivities in 1778, A highanking Spanish
offidd, Tavora wrote to King Philip IV: “the country cannot get dong without the
infiodd Sangleys [Chinesg], for they are the ones who bring us food from China"® The
Chinee brought practicdly everything that was needed in the locd economy — from
cotton, slk yan and doth, pegper, umbrelas, crockery, porcdan, dried and fresh fruits,
gices, sAt, meat, furniture, iron, jewdry, tea, wheat flour, gunpowder, nals and metas
Why the locd economy was unable to supply the loca nesds will be explained later.

As pat of the Seven Years War, the English occupied Manila between 1762 and
176481 Manila was made open to Wesen ships and Spanish Philippines was
incorporated  within  the sphere of influence of the British Empire. After English
occupdion ended, and Spanish government power was reganed in Manila in 1766, the
free trade regime Started by the English in 1762 was drengthened by the restored Spanish
government; this dlowed the legd entry of imported goods caried by European ships,
dthough it was believed that European and American cargoes had been imported to the
Philippines illegaly. Moreover, Spain in mid 18" century was in dedline and in deep
turmoil. Guided by the Bourbon monarchs ‘enlightened polides, Spain  indituted
reforms in its colonies induding the Philippines From 1764 to 1787, an internd
economic  devdopment policy was indituted in the colony’s economy. The Spanish
Governor-Generd  José de Basco y Vargas was a product of Spain's middle dass and a
firm bdiever in a professondly-based commercad sodety. His philosophy of economic
devdlopment “was based on the exploitation of colonid products and the liberdization of
foreign trade’ to alow foreign competitors to the galleon trade.®?

When the English occupied Manila, foreign busnessmen other than the Spanish
“entered the maket for Philippine agricultura produce and pushed up land vaues by
meking it profitable for landowners to specidize and produce [cropg for the export
markets.”®® This bendfited the landed Chinese mestizos and native indios. As the Chinese
were expdled from the colony, a group of Chine-Hlipino mestizos and ndive indios
who were landed and engaged in export crop production “took over the role of economic
middemen”. The Chinee-Hlipino mestizos and native indios were to become the locd
Hlipino paliticd and intdlectud dites known as ilustrados whose economic interest was
in the export of crops | will discuss this later. Outsde of Manila, the mestizos and rich
indios were involved in buying agricultura produce from native famers and <dling it in
Manila® In fact, the openings of Sud port in Centrd Luzon, lloilo in the Visayas and
Zamboanga in Mindaneo in 1855, and Cebu port in 1860 were largely due to the Chinese
mestizos export-crop activity. Soon after the Suez Cand was opened in 1869, two more
Philippine ports were opened for foredgn entry in 1874: Legazpi in south Luzon and
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Tacloban in Leyte Peter W. Stanley points out that from 1850 to 1893 sugar exports
largdy produced by the landed medtizos, indios and Spaniards, financed by English and
Americen commercid houses in Manilay multiplied 600 times with the US as the mgor
market®> The simulus for the devdlopment of these plantations in the Philippines was
provided by “advances of Ameican capitd’, and thee foreign cgpitd infusons
redirected the local economic activity towards the production of export crops.

It became incressingly dear in the 19" century that Spain had ceased to be a great
world empire and had only margind Satus in Europe. Its non-indusion in the Concert of
Europe was indicative of its daure in world politics As Span's new liberd regime was
undable, it had to depend on France and Britan for finencid, military, and diplomatic
upport. In other words, Spain was within the French and English politicd and diplometic
spheres of influence.®® This of course, had repercussons on Spain's ambition to gain
more liberd access to the Chinese market and its dedlings with the Philippines, especidly
the further entrenchment of trade and financid interests in the colony. The redrictive
Soanish policy towards the Chinese eased out with the removd in 1828 of mohility taxes
imposed only upon Chinese importers. With this policy reversd, “the Chinee were
continuing to gravitate toward mercantile occupations’, and the Spanish government was
resgned to the idea that it could encourage the Chinese to go into agriculture, which was
centrd to the debate between the Spanish conservatives and liberds on how “to
encourage Chinese assistance in Philippine  economic  devlopment®” The ‘new’ policy
adso inaugurated a more liberd policy toward the Chinee in terms of mobility within the
colony. Ingead of being confined only to Manila, they were dlowed to penetrate the
entire archipdago, and become actively involved in locd trade and digribution. After the
1840s, the Chinee dominated domesic marketing and didribution in cooperation with
English and American firms® As the Philippine economy grew, paticulaly in the
1850s, coffee, sugar, and coconut oil began to be exported. The Chinese traders acted as
wholeders, didributors, purchesng agents and money-lenders for English and American
merchant firms®® As middlemen, they controlled not only the markeing of locd
agricultural production, but dso the flow of consumer goods imported into the country
through retall trade. Unsurprisngly, the Chinese population increesed in the abaca
producing provinces such as Albay, Leyte, Samar, Cebu and Camaines Sur, in the sugar-
producing arees of lloilo and Negros Occidentd, and in the tobacco growing aress of
Cagayan and Issbela® The opening of severd domestic ports in the colony ensured the
penetration of imported products to the fathest corner of the domestic economy. A head
of an European importing firm in Manila sad of the Chinese didributors and purchasing
agents:

The firms here, with very few exceptions, only sdl in Manila and to the Chinese,

who ae the inteemediaries for the provinces...For importers and exporters it
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would have not been posshle to do any work a dl; in fact, the trade of the
idands, amdl as it is compared to what it might be, has depended entirdy upon
the Chinese, because on one gde they sl to the men in the interior, and barter
with the natives for produce in exchange for imports—you will see the Chinese
hawker everywhere, he will go to the last nook and corner, and he will offer his
goods...A European cannot work outside here for any length of time®*

The mgor player in the 19"-century Philippine economy was principaly English
and American busnessmen, which controlled the impart-export, insurance, shipping,
banking, and red edae busnessees Frms such as Ker, McMicking & Co., Wise & Co,
George W. Hubbdl (laer Pede, Hubbdl & Co) which origindly functioned as
commisson houses had divasfied their adtivies Sanley motes®  Ango-American
trade and financid intereds began to dominate the economy. According to Benito
Legarda, Jr.:

They...traded on ther own account; were agents for marine, fire and life
insurance companies, were agents or consgnees of shipping lines, or
shipowners, owned shares in such enterprises as cordage works, banks,
and dipways owned red estae induding plantaions engaged in foreign
exchange operdtions, and, mogt interesting of dl, received funds a interest
and made advances...the key funcion of the Anglo-American
entrepreneurs in Manilawas banking.**

Egablished in 1873, two English merchant banks — the Chartered Bank of India,
Augrdia and China and the HSBC (Hong Kong and Shangha Banking Corporaion) —
were responsble for the expason of commercid busnesses underteken by the English
Amgican in dliance with the Chinee® In fadt, credit avalability often speled the
difference between financid success and falure for many a member of the Chinese
community, Irene Jensen argues. The English and American firms served as guarantors
for bank loans to the Chinese for ther commercid operaions. The Chinese traders were
mainly concaned with the didribution of manufactured products especidly textiles.
Also, the bank provided a crucid sarvice to the Chinese traders in supplying information
on new foreign markets for exports and firms keen to import to the Philippines® The
organization of credit in conjunction with the didribution and marketing of both imports
and exports, known as the cabecilla-agent system, ensured a Chinese monopoly.® The
cabecillas or wholesde merchants edablished themsdves in Manila and crested a
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network of agents in the provinces®’ This loose organization of wholesdlers ensured that
the Chinese presented a united front when bargaining with the European importers, which
dlowed them to control prices. The cabecilla-agent sysem made the rivd Chinee
mestizo busness less profitable, causng them to shift ther interests from commerce to
agriculture.

Nicholas Cushner argues that the many centuries of “preoccupation with a smple
exchange trade had formed a mentdity in economic affars which preferred heavy
investment with quick and large returns’.®® The trading activity did not have substantia
and rapid returns to creste aufficdent wedth for the Spanish government in the colony,
which had to be supported by an anud subsdy from Mexico. Writing in 1788, Frandsco
Mufioz y San Clemente succinctly described the problem of private wedth concentration
in a trade-based economy in that only a fraction went to the government coffers and most
of the proceeds were “in the hands of the biggest merchants’; the poor natives, he adds,
“get nothing but a tiny share of it, in payment for the items’ they sdl. He concludes “It is
therefore not surprisng that the netive lives in a dae of indolent activity, tilling only the
bit of land sufficient to feed his family and supply the locd market”®® This supports the
thess tha a commercid economic dructure which is based on the exploitation of price
differentidds between segmented makets rather than through production had only
concentrated wedth on a few.!® Effective wedth creation depends on the materid
cgpabilities of a country. An economy that relies heavily on trading rather than a robust
agriculture and industry does not benefit most of the people because trade does not create
mass employment opportunities. The edablishment of import-export economic activity in
Soanish  Philippines would not have been possble without a corresponding idegtiond
dructure. Free trade led to the devagtation of the growing agriculture and proto-industry
sectors and the demise of loca entrepreneurship.

The Spaniards accused the ndive indios of indolence, but Antonio de Morgds
accounts belied this dam. Before the conquest, the native population, both men and
women, were engaged not in idleness but in profitable agriculturd and home-based craft
industries®* Moreover, the natives were entrepreneurid and possess the drive for profit-
meking.'®® The natives dso had the capability to make products which were unique and
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expendgve, and were sought out by ther Jgpanese customers. This shows that they had
cregtive potentid. A domegtic and internationd trade with Jgpan, China, Cambodia, ad
other neghbouring countries exiged which indicates the ndives entrepreneurid
activities. The naives produced eathenware jars (tibores), which were sold to the
Japanese for great sum of money and are used for planting their tea plant and adorn them
degantly in their inner rooms and chambers. 1% In fact, in Grau's letter to the East Indies
Councll in 1640, he indicaed that there were commodities “produced and manufactured
in the Philipines Idands’, such as talingas (llocos blanket), table-covers, and lampotes
(pieces of cotton canvas) which were incduded in the gdleon trade’®® In Sebu, Morga
notes, the ndives “were less given to agriculture but they are <killed in navigation..”
Panay, which is located in the same middle-idands region (as Sebu) hosts natives who
hed primitive engineering <kills — “who are magters in building dl kinds of ships...[and]
are highly skilled carpenters. They have no other trade than this, and though there is not a
sngle tree of any size in dl the idand yet they practise this art with grest competence”!®
But these were al gone. In Morga s account:

The native Indians are very fa from exercisng those trades, and have
even forgotten much of farming, and the raisng of fowls, cattle, and
cotton, and the weaving of cloth, which they used to do in the days of

their paganism and for a long time after the conquest of the country
[emphasis added] 1°°

Why had the natives forgotten ther trades and entrepreneurid skills? Seeking to
undersand the myth of the “lazy native’, Jose Rizd, the Philippines nationd hero, sought
to reconstruct precolonid Philippine society and culture as bads for his assessment of the
impact of Spanish colonidism. He launched a ndiondid project to redam the higory of
his country. He devoted a four-month intendve research of the accounts of Spanish
chroniders in the English Museum in 1889, from the coming of Magdlan (Pigdfetta) to
the early years of the Spanish regime (Morga, Chirino, Colin, de Sen Agudtin, Combes
eic) and compared these with the more modern anthropologicd, ethno-historicd, and
ethnolinguistic studies of Europesn, mosly German, orientdists’®’ He understood the
causes. Rizal argued that:
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The coming of the Spaniards to the Filipinas, and their government,
together with the immigration of the Chinese, killed the industry and
agriculture of the country. The terrible competition of the Chinese with
any individud of another race is wel known, for which reason the United
Sates and Audrdia refuse to admit them. Argensola says the same thing,
and could not have copied Morga, snce their works were published in the
same yea, in countries very digant from one another, and the two contain
wide differences’[emphasis added].1%®

In the present parlance, politics and economics cannot be separated in any red
sene and the domedic and internationd pheres were intimately linked. The bottom line
is tha Span was not moden. Under the colonid rule the monumentd task of
modemnizing the Philippines was on the shoulders of the Spanish authorities. However,
Spain was incapable of modernizing its colony because as Stanley reminds us, it was Ao
“mired in an impotent traditiondism of its own.” He asked, “How was Span to lead a
colony to the modernization and cultura integration that duded it a home?*%° There
was an “absence of the spirit of progress’ and “hostility to new idess’ in 16'-century
San. 1% The Europesn enlightenment had a different outcome in 17"-century Spain than
England. Smilar with France, rationdization or the idea of “progress’ and “equdity” in
Spain crested a bureaucratic class whose idea of wedth cregtion was bound up with date
privileges. Foremogt of these privileges is the use of date office to extract surplus from
the peoples. As Wood contends this is far from beng a symptom of a modernizing dae.
It is a feature of an old regime and a fused paliticd economic Sructure of a ‘trangtiond
state “where the state and office were the primary economic resources” ! Essentidly,
the interet of a non-moden baurgeois was typicaly expressad in the commitment to
cvil equaity which, more often than not, meant access to date office. Thus, it was not a
aurprise that “financid corruption honeycombed the whole colonid civil service® and a
remarkable policy falure to develop resources and to provide an environment conducive
for the devdopment of the locd industry characterized the non-moden colonid
government in Spanish Philippines™*2

The competition for the China trade and the ambition to Catholicize East Asa
conditute the thread that connects dl the politicd actions and manoeuvrings, and
produced enduring undesrable consequences on the colony. The fird was unfar
competition or monopalisic control of credit and marketing condderably de-motivaied
the locds to continue and improve ther profitable pre-colonid economic activities.
Unfar compdtition from the China trade which was funded by ‘transnaiond’ Spanish
merchants and financiers in Manila and Mexico resulted in the decline of the locds pre
Spanish trade between other neighbouring countries such as Jepan, Siam, and India'®®
However, Rizd notes, “With the exception of trade with Ching, the rdaions with the
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other nations had ceased more than two centuries'* “In Morgds time, Rizd adds, the
Philippines exported dlk to Jgpan whence now [1889] comes the best qudity of that
merchandise”*®> Morga did not explan why the natives abandoned their trades and
economic activity, “preferring to live in povety”. | would argue tha the natives had
control over the pre-Spanish trading activity and it was directly connected to their own
productive activity. Suddenly, dl these were logt. Profit — the economic motive, if you
will — was no longer in the control of the naives hands. Crop production and home
based crafts were a usdess economic activity for them as profits were concentrated in the
hands of the middlemen, such as the Chinese traders and the Chinese mestizos and indios
who had a monopoly on locd buying and sdling. This monopolisic control over locd
trade generated ethnic hatred and violence directed againgt the Chinese. The hodile
atitude and negdive sentiments of the locd people was reflected in their involvement in
the occasond massacres of Chinese traders. They lodged complants with the
government gating thet:

The Spaniads advanced them [Chinese tradersy money for ther
transactions in commerce and their traffic in the country, what they cdl
ther cepitd. They have obtaned from the natives in the provinces
everything that they wanted, they have lived quietly in the towns they
have been served in their persons, they have lived in large, comfortable
houses, they have brought in whatever merchandise they wanted at prices
agreegble to them, they have been pad in slver or coin according to the
vadues which they have st for ther paticular transactions, al of which
has been to their grest profit and benefit...” 11

The gdtuation of the locd economy had provoked debates among the liberds and
the oconsavatives within the Spanish govenment. The liberds bdieved that the
encouragement of Chinese immigrants and ther subsequent digoerson  throughout the
colony would benefit the economy. They contended that “exposure to Chinese
competition would teach the indio the vaue of hard work ...the Chinese in every town
would serve as a simulus and an education to him [indio]”.'*” Ardent conservatives
decried the liberd policy, arguing that this obsesson with the Chinese to provide the
revenue to fill the government treasuries was a fundamental contradiction to the Spanish
reigious-culturd and economic obligations of protecting the indios from the Chinese
They deplored the policy because it was pursued “even a the cost of converting the
achipdago into a Chinese colony with a Spanish flag’.*'® The Archbishop of Manilg,
Don Calos Bermudez de Cadro, argued that the natives falure to take over the
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businesses of the Chinese was not because they were lazy.'*® Moreover, Justice Calderon
Heriquez argued that “it was not because the naives were usdess but because the
Chinee confederaied among themsdves so that they did not mind losng a thousand
pesos to bankrupt a few men who tried to get into a new business’.*?° The Chinese had
ready access to credit because they were linked with Spanish cepitd. Such was a
dructure tha oould have been corrected had the colonid government been
developmenta. Second was the policy of military conquest to control the Moluccas spice
trade which resulted in the decline of native population and waste of humen and finencd
resources'?! Third, the trading economy dominated by globd merchants and financiers
was a dructurd condraint that channdled the entrepreneurid activity of an emerging
locd dite to trade. The mestizos shifted from financing the home-based weaving indudry
to export-crop production when the former was no longer a viable business because of the
competition from chegp imports Morga criticized the colonid government for neglecting
the devdopment of the economy by focusng on the China trade. He took note of the
many economic opportunities by which wedth could have been generated by the colonid
government.}%2

Evidently, a trade-bassed economy magindized the devdopmet of the
agriculture and indudry sectors Adde from the merchants, Chinese atisans from the
southern provinces of China dso came to sHtle in the Philippines, and they brought with
them technology in boat-building, furnituremaking, manufacture of boilers, shoes, soap,
and dyes in sndting, mesonry, and foundry working.'*®> They dso introduced sugar-
refining technology and equipment, new condruction techniques, movable-type printing
and bronze meking or metd working. The opportunity to build an indudry usng this
ssgment of the Chinese immigrants and lean from the technologies to improve the
primitive skills of the natives was not provided. The absence of modenizing Spanish
bureaucrats falled to channd Chinee entrepreneurid activity into indudtry. Fourth, the
free trade policy in Spanish Philippines dedt a devedaing blow to the rurd craft
indusry. In mid 18" century an ‘enlightened despotism’ in Europe led to reforms in
Span and its colony. Span was in degp turmoil, but the liberd Spanish reformers
believed tha ineffective and corrupt government was the fundamental reason why
revenues from the colonies were inadequate for imperid defence, and why Spanish
commerce had dwindled. Strong governance was seen as the answer to this problem.
There is thus no change in the arguments of present day liberd regime promoters. In
large pat, corruption was respongble for Spain's economic difficulties but the mgor
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contributor to Spain's declining political power was its dagnating economy, which was
characterized by lack of productivity and competitiveness, exacerbated by ten years of
unsuccessful wars (with France 1793-1795 and with England 1796-1802) and the later
unstoppable revaltsin its American colonies?*

Many scholas have described Span's economy as backward and  faled
indudridization. As one author notes Span's faled indudridization was based on its
“inability to reproduce the English modd” of indudridization; among the contributing
endogenous factors were backward Spanish agriculture and a lacklustre industry.”*?
Reinat (2007), however, points out that Spain's palicy is a “frightening example of what
not to do” He notes “The discovery of the Americas led to immense quantities of gold
and dlver flowing into Spain. These huge fortunes were not invested in productive
systems but actudly led to the de-industridization of the country.”*?*® England was
dready producing goods a a record high productivity with the introduction of meachines
and factories, thus Spain's and its colonies trade-based economy could not compete on
an equd footing. Spanish intelectuds “bdieved thet the only way to pull ther huge yet
impoverished empire together was to make each and every pat of it contribute to the
whole the commodities it could best produce or manufacture™?’ In other words, these
intelectuds believed comparative advantage could draw Spain from the economic
quagmire. But trade is basad on the premise that those economies engaged in trading
have a production sector competitivedly producing whatever product they could
manufacture. This was not the case in Span and Spanish Philippines Even before the
EnglidrSpanish war, Horacio de la Coda points out, there were those in the Spanish
bureaucracy who believed that some radicd change in the dructure of Philippine trade
was necessary to meet the dtered conditions of world trade®® One of the main ressons
for the change was the deep competition that Adan products encountered with those
produced from Europe. As de la Coda argues “It would seem, then, that the old system
of buying chegp from Ada and sling dear to America, which is what the gdleon trade
was in essence, had seen its day...The Philippines could not continue merely as a center
of transhipment and survive”12°

To correct the problem, the Spaniards created the Economic Society of Friends of
Manila (Sociedad Econdmica de Amigos del Pais de Manila) in 1781 to encourage locd
enterprise. 1t helped to edablish a traditiond textile indusry by inddling 300 looms for
tapestry and doth production for domedic consumption. The indudry produced
quantities of blue-and-white checked cloth, and 50-60,000 blankets between 1785 and
1795 in the hope of gaining a share of the profits of Adan trade for Spain, a tha point
dominated by the Dutch, English, and French. The new economic policy promoted an
agrarian economy and homebased or atisan handicraft and service activities such as
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ginning and weaving of doth, Prng and milling of rice the manufacture of
assorted implements, and o forth. The production of cash crops for export, such as
indigo, sugar, abaca, rice, maize, cocoa, Spices, cotton and tobacco, was intended to
increese revenues for the government. It was during this period that haciendas emerged:
large tracts of land devoted to agricultural production for export’®! Indigo or afiil, a dye,
which was sought after by the European textile industry, was a much desred product.
Baxxo dso promoted increesed activity in mining iron, copper and gold.  In the hand
woven textile industry, Maria Lourdes DiazTrechudo notes that llocos beautiful woven
cotton cdoth was highly priced in Mexico, Laguna produced excdlent dockings, and
goecidized handkerchiefs and ribbons were produced in Tondo. All these goods were
mede “by those whom the Speniards called usdess natives’.'*? Clathing mede from
naturd fibers, such as snamay, jusi, and pifia, had entered the internationd market and
achieved remarkable levds of volume and sophlstlcetlon For example the locd weaving
industry accounted for a totd of $720500 in 1855.%° Impressed by the variety of naturd
fiber materids and colors that were produced, a French scholar who made a systematic
aurvey of the Philippine weaving indudry remaked: “the combingtion of their desgns
and colours is o bright and varied that they have the admiration of the whole world”.**
Even the English vice-conaul, Nicholas Loney, was not oblivious to the thriving indudry,
asindicated in his consular report of April 1857.1%°

However, the ‘infant’ loca indugry practicdly vanished. The free trade regime
edeblished by the colonid govenment smply had the locad economy flooded with
imported goods meade avalable by Chinese merchants to the remotest towns and villages
An open economy that did not integraie polices to hep build a fledgling locd industry
was a recipe for dedruction. The liberd regime adopted by the Spanish reformers
exposed the locad indudry to foreign competition a a time when Britan was producing
its cotton goods udng advanced mechanicd technologies, which enormoudy  improved
its productivity. The primitive industry, of ocourse, could not compete All these
incoherent  policies were nedtly captured by Frandisco Xavier Sdgado in his ldter to
Antonio Porlier in 1769. He points out that during his more than three decades of day in
the country, there were many obgtacles he thought were hindering development: (1) the
dtizens lack cepitd; (2) those who do have capitdl employ it in nothing but imported
goods, whether for re-export on the gdleon or for sde in the domesic maket; (3)
security risks for investors outsde of Manila (4) underdeveloped trangportation and
communication problems of an archipelago. **°
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The reult of the policy falure was the absence of a productive sector and a
dynamic domesic maket for about 25 million Flipnos in mid 18"-century. The
sverdy-affected puttingout sysem brought economic dedtitution for thousands in the
traditiond weaving villages. Locd capitd, particulaly from the Chinese mestizos dhifted
from textiles to commercid agriculture, which displaced the entrepreneurid skills and
labour of the weaving indudry. The rich mestizos and indios were quickly absorbed by
the rapidly expanding commercia sugar production in nearby Negros Province. Ffth, the
ditis and traditiond eductiond sysem in Spanish  Philippines prevented  the
devdopment of innovetive culture. Margaret Jacob argues that “where science remained
uspect or suppressed in - Catholic countries, as occurred in Catholic Europe, reative
intellectual  stagnation in science was the price to be paid.”*®’ As pat of the reforms, the
Spanish  govenment promoted a scentific goproach to agriculturd  and  craft-based
production in mid 18"~ century Philippines, but this did not ‘take off’. Cushner notes that
“The Society had regular meetings and made proposas and suggestions. It offered prizes
to cultivators farmers, and inventors. But unfortunatedly no one seemed to pay avy
attention” 1*® While the locds response could be due to the monopolisic trade which
renders production unprofitable, one possble reason that industry and scientific crop
production did not fly was because of an ditig colonid educatiiond sysem where the
objective was “not generd enlightenment” 0 much 0 as “sodd  refinement and
disinction”**® The devdopment of an inquisitive mind was not pursued among students
because of the church’'s fear of losng ther grip on their consciousness when modern
science is embraced. It was the oppodite of wha occurred in modernizing England where
the cultivation of a criticd mind, a preference for empiricd knowledge and distrust for
dogmatisn were promoted. This will be discussed dongsde the deveopment of locd
political and intellectud dlites.

The genesis of cosmopolitan palitico-ethical eite

This section discusses the beginnings of the Hlipino politicd and intelectud dite
in 19" century Philippines, known as the ilustrados  Forged in the crucible of locd
reponsss to Spanish colonid expanson and  enlightenment  rationdism, they were
fragmented not only economicdly but dso ideologicdly.!*® Some were cosmopdlitan in
their outlook, lacking any form of nationdig sentiment, and thus unable to edablish a
‘vitd link’ with the poor and the digpossessed of the country. From this group would
emeage the politicd and bureaucratic leeders who would later become pat of the
American colonid political dructure. Others were segped in naiondism and dlied with
the Katipunan [Society], a popular nationdis movement which reached its apogee in the
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1896 Philippine Revolution. The more than 300 years of Spanish colonid ause and
mdtreatment was the womb that fodtered Flipino nationdism. The ‘un-forming and ‘re
forming effects of colonidism® engendered a fragmented Flipino  politicd  and
intellectua  dite, which bear dgnificance to the present devdopment mdase
Colonidism and the unique culturd and geogrgphica Stuation of the Philippines prior to
colonizetion engendered “a paradoxicd development” which was a contrag to the
devdlopment of naiondism and culture in other pats of Asal#? Unlike some Asan
countries, such as Jgpan, the Philippines & the time of conquest lacked nationd identity
and a nationd ruling dite’*® The Idands “politicd and socid organization was deficient
in coheson”***  Moreover, cosmopolitanism was promoted in the education system.'®®
One of the unfortunate results of these factors combined was the formation of a
fragmented dite. The cosmopolitan segment which became pat of the subseguent
American colonid rule lacked nationdis sentiment which, FHlomeno V. Aguilar argues,
informed their “ pro-imperid-cumranticolonia politics’ 14°

Education was dominated for centuries by the friars and its content was to
cultivate a rdigious culture*’ It was in the hands of the Jestits and the Dominicans that
the friars influence on education “was for a long time dmogt totd.”**® The reigious
orders took totd regponghbility for providing and financing higher educaion in the
Philippines.  Univerdsty education which was in the hands of the Dominicans (Universty
of Santo Tomes founded in 1611) was caught in the politicad druggle and the church's
atempt to “contan the dangers of modern stience’. As Thomas points out, the
“fundamental  conflict between church doctrine and modern  knowledge”  left  the
univerdty education system in an “awkwad predicament: they needed to assmilae the
new stences and disciplines into the universty without giving up its Catholic nature”
This inherent contradiction left the Spanish educaiors on the one hand, “preoccupied
with touting the advancements in teaching science that the universty was making” and,
on the other hand, “many of them went to great lengths to undermine the philosophicd
bases of modern science” They ended up “mocking the idess of the new sciences’ or
“asserting the supremacy of Catholic theology over al other branches of knowledge”#
The poor qudity of indruction in the naturd and physcad sciences in the universty was
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described by one of its dumni, Riza. The stience laboratory was there for diglay to be
shown to foreigners and high officials from Spain, not for learning. *>°

Higher education a that time was “a sysem chaacterized by ditism, church
control, and culture orientation”, and it was used as a tool for the higpanization of the
dite — tudents were required “to act, dress and spesk like the Spaniards’.*®! Filipinos
were denied access to wedtern literature, according to Stanley, for fear that this might
exposxe the populaion to unhedthy thoughts. Spanish consarvatives consdered that those
who took therr higher education in Europe were likdy to become filibusteros, agitators
for change®® Those who aspired to become engineers had to go to Europe, modly to
Bdgium.™® The only moden secondary school in the country was the Jestit-run Ateneo
Municipal de Manila which taught badc aithmetic, agebra geomelry, trigonometry,
dementary stience, geogrgphy, poery, higory, rhetoric, philosophy, Latin, and Greek.
The Spaniads had introduced higher education for men long before a naionwide
dementary and secondary school system was esteblished in 1863.°* By the 1880s more
than 10,000 maes mogly sons of the rich had enrolled in secondary schools and those
wedthiet sent their sons to European universities™ A report by the Schurman
Commisson indicates tha there were only 1,914 teachers who served a totd population
of 6,709,810 in the conduding years of Spanish rule; a census in 1903 reveded that about
56 percent of the poPuIation 10 years of age or older could nether read nor write in any
language or didet.’*® Deliberatdy keeping the mgority of the people in a dae of
ignorance by severdy limiting educationd  opportunites and  suppressng  the
dissemination of new idess hindered the edtablisiment of a culture of science and
innovation in the Philippines, which is crucid to modern transformation. Tirades agangt
modern science discouraged materid  pursuits. Teke for, example, Fr. Matias Gomez
Zamoras comments “So dso anti-Chrisian modern philosophy has torn up the bowes
of knowledge.. aandoning hersdf compledy to her idol..And who is her iddl,
gentlemen, who... Don't you know? ..It is dear enough: materidiam saturated with pride,
or, if you prefer, pride sauraed with the maerid.” Ironicdly, the contradictions in
advance education eventudly contributed to the emergence of “naiondist thought which
was S0 to hurt Spanish interests in the Philippines” >’
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How was cosmopolitanism intertwined with the formetion of a Flipino date class
engaged in what Aguilar cdls “proimperig-cum-anticolonid politics’? The encomienda
was a colonid politicd economic and adminigretive inditution established for exacting
tribute from the natives in return for the encomendero’s undertaking to defend his region
agang internd or extend disorders'® The Spanish authorities adapted a pre-Spanich
indigenous socid  organization that was primaily decentrdized and based on  kinship,
mariage or dependency cdled barangay; this became “the cornersone of locd
government”. > A barangay was typicd of an Asatic society characterized by small,
sdf-contained, scattered agriculture and fishing village communities condgting of 45 to
50 families There were about 6,000 barangays exising in 1768%° A barangay was
ruled by a datu, a traditiond leader whose pogtion was ordinarily hereditary but might be
obtained by force, wedth, and wisdom. This hispanized socetd form of organizing the
relations of domination and exploitation was fused in the State-building process to hagten
pecification. The duties of the encomenderos wee not only to dispense politicd
functions such as mantaning order, enforcng lavs exerdsng cimind and  dvil
juridiction, but dso to support the priests, build churches, and diffuse Spanish culture. In
fact, the encomienda embedded the Spanish friars in the evolving Philippine date-society
complex. Unlike in Spain, the friars widded enormous power and were influentid in both
governance and pecification processes The degy played a cucd roe in the
pecification process through religious constiousness. John Phdan reminds us that Philip
II, influenced by the Dominican theologian, Francisco Vitoria was dear in his
ingructions to the Legazpi expedition of a bloodless pacification of the archipelago.’®
Quibuyen points out thet “the higtory of the Philippines is replete with pessant rebelions
(on the average one every two years throughout the 300 years of Spanish rule) that sought
to overthrow the dergy and the landed dites”*%? In the locad uprising of pessants agangt
the principales in northern Philippines, such as the Sarat revolt in March 3, 1815, where
famers gormed government offices and killed some principales, the priets mediation
led to an end of the revolt and set the principales free.

In most cases parish churches became dtes of civil adminigration. The early
ascendancy of the friars over the date in the Philippines was the result of the confluence
of seved fators This is of ocourse, condgent with the rdigious and politicd
arangement between Vaican and Span. However, it was due to the scarcity of officid
adminigrators that Spanish friars increesngly assumed government functions, such as
ingpection of schools, taxation, prisons, public works, censoring of budgets plays
comedies, auditing of accounts, etc. Eva-Lotta Hedman and John Sdd dam that the
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Catholic Church hierarchy has been one of the pillars of “a bloc of dominant socid forces
in Philippine society” right up to the present day.’®® As an adminigrative system
edeblished on a primitive economy, the encomienda, essentidly, rather than changing the
socid dructure, merdy maintained the fused politicdl and economic powers of the feuda
locd aigocracy who were pat of the colonid gpparatus. The encomenderos modly
resded in the cties 0 tha they ddegaed ther functions to the locd nobilities or
chieftains (datus). As locd politicd adminidraors Phdan agues “The naive
magidracy acted as intermediaries between the materid demands of the Spanish regime
and the productive capacities of the masses”.*%*

The introduction of privaie propety and surplus production by the Spanish
(through forced labor) and the gradud adoption of this innovation by the locad megisracy
trandormed the rdaionship into exploitation. The loca offices became the venue by
which the loca dites participated in the exploitation of their own people, and enriched
themselves in the process. The transformation from communa property and subsstence
into private propety and surplus production cregted ‘economic inequdity’ among the
native communities, and “the deavage became both politicd and economic”.1°®> When the
Spaniards introduced the notion of private property as opposed to commund land use, the
locd nobility assumed formd ownership of lands cultivated by their dependents, and this
trend increesed in the 17" century. Private property ownership introduces the idea that
land itsdlf is a source of wedth, and it was through land ownership that they perpetuated
their dominant gatus, and control of local palitics Thus dthough it may not be true in dl
cases, posesson of wedth based on land propeties and paticipation in the locd
adminigration tended to coincide The abodlition of the encomienda sysem coincided
with the reforms of the Bourbon morerchsin the mid 18" century. 16

Enlightened despotiam, esgpedidly during the ragn of Chales Il (1759-88),
motivated Spanish authorities to creste a “more rationd, efficient, and uniform sysem of
imperid administration” so that other units of locad government were created.!®’ Phdan
agues that pat of the ‘modernization’ of the politicd organization was the introduction
of dection for a minimum term of three years indead of leadership in the barangay
following the principles of hereditary successon; this gave rise to a Higpanized Hlipino
politicd sytem.'®® It is worthy of note tha modernization was equated with
centrdization and dectord inditutions rather than the creation of a dsrong and capable
bureaucracy. Moreover, ‘modernization’ was focused on date gpparatus rather than on
the economy.'®® The indios took their locd politics serioudy, with some politicdians
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vigoroudy pushing ther candidecy for the office of gobernadorcillo to the point of
holding ‘politicd rdlies and wooing voters through fietas in which entertainment and
rice wine were supplied by aspirants to office’’® Phdan notes “the Filipinos were

rapidly responding to some Hispanic political practices’.*"*

The enthusiagic response was expected given tha ascendancy to public office
meant possessing that property in the means of coercion to give them access to socidly
produced surplus. In fact, this may explan the high incddence of violence during
dections in the Philippines up to today as the ruling dites compete for the means to
power and riches in the public rather than in the private spherel® Their postions in
public office provide them opportunities for extra legd enrichment and adso power over
their people. Where the principales involved in running town offices as gobernadorcillos
were nather necessrily men of means nor paliticdly influentid, they were, as Glenn
May refers, “politicl surrogates’’® By examining municipd dections in the late 19"
century in Baangas Province May obsarves that politicd power resded among the
“protagonigs’ or “power brokers’, coming from various factions of interets such as
economic, rdigious, and anti-clerical or antFSpanish. Mot of them possessed proprietary
wedth through money lending, landownership, and marketing of commercid crops Even
though they did not seek public office themsdves, their control of the municipd office
through their surrogates ensured, as May points out, ther control of tax collection, law
enforcement, distribution of public works, and monopoaly of franchises’”

The politicd economic sydem edablished by the Spanish colonid government
generated an upper dass coming from the locad magidracy, known as the principalia.
Other than the gobernadorcillo, the members of the upper dass induded the bureaucrats,
such as the deputy, a condable, an inspector of pdm trees, an inspector of rice fidds, and
a notary; those in the sarvice of the church, such as the fiscales (the sacristans) and the
cantors of the choir were dso pat of the upper class and enjoyed the datutory privileges
of the cabezas. 1" The principalia was composed primaily of the Chinese mestizos and
therich indios the precursor of mog of the ilustrados. It is important that we understand
the socd oconditions surrounding the emergence of the wedthy and landed Chinese
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mestizos and native indios because they later would form the country’s locd ruling dlite,
the ilustrados. Ther rise was interlinked with the imperidisic ams of Spain engaged in
a dynamic rdationship with the Chinee world sysem. Wickberg points out that
“assmilation was a congtant process throughout the period of Spanish rule”*”® From the
beginning the Spanish edablisments in the Philippines were “a misson...founded and
adminisered in the interests of religion.”'’’ The objective was “to Catholicize and
higpanize the peoples’, and this of course included the Chinese in the country. The friars
longterm goal was to convert Adan peoples, especidly the Chinese and Jepanese, to
Catholicism with the Philippines as the base.* "8

However, this attempt a culturd assimilation of the Chinese had little success®’
This is not surprisng because Chinese identity based on Confudianism does not admit
culturd equdity with “barbarians’ as expressed by Chinds sdf-image as Zhongguo (the
Centr  Kingdom).®®® Europe was an outsder to the Chinese world culturd system, not
the other way aound.?®! In 17" century or earlier, Spanish policy shifted towards
encouraging Chinee and ndive women mariages as a “fird sep toward assmilaion”,
thereby creating a mestizo progeny tha was higpanized, Caholic, and pro-Spanish. By
1810 there were about 120,000 mestizos in a totd Philippine populaion of 25 million.'®
Span's god of cregting a higpanized wedthy locd people loyd to Spain had been findly
achieved with the emergence and increasing presence, socidly and paliticaly, of the new
local landed dites in mid 18" century. This meant that the Spanish government no longer
had to rdy so much on an economy dominated by the culturdly ‘uncompromisng
Chinee. As the native aigocrats economic and politicd danding incressed, they
became more cosdy associated with the colonid power and became “pillars of colonid
administration and intermediaries between the rulers and the rued”’.*®® They were the
riched and politicdly dominant in the provinces and sought to mantan their being
different as more higpanized and pro-Spanish than the indios. There was prestige
associated with the mestizo culture, and being amestizo was a status symbal. 184
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It was the landed Chinese megtizos and native indios that benefited enormoudy
when the free trade regime was edtablished by English authorities in 1762 and further
drengthened in 1766 by the Spanish colonid government under the sphere of English
influence. An export-crop economy was edtablished and this new form of wedth based
on owneship or control of large tracts of plantation, and the adoption of rdativey
sophigticated Spanish  culture became the new dandards of prestige and socid moblity —
a “filipinized Hispanic culture’ emerged. The ‘didinctive dite culture shared by the
wedthy HFlipinos was ds0 experienced in education. As the newly-rich mestizos and
indios and those who were not as wedthy as the caciques of the provinces sent their sons
to Manila for education “a smdl but highly important professond group, whose
membership transcended ethnic lines developed in Manila” An educated dite was
formed where “identity of professond interet and atitude was more important than
differences in culture practices” Moreover, Mexican independence forced Spain to have
doser links with the Philippines and the opening of the Suez Cand in 1869 and
geamship technology made travel between Europe and the Philippines speedier. These
factors brought new liberd idess and culturd influences into the colony as aspiring
ilustrados educated in Europe became important sources and trangmitters  of
Enlightenment idess from Europe then to Manila and to the locd regions'®®  Liberd
idess, such as individud libety, univesa equdity, and free makets took root in
Manila s educationd centers.

We need, however, to recognize that the ilustrados were not a homogeneous
group. Horo Quibuyen argues tha the term ilustrado could not be used as aclass concept
because not only were the ilustrados heterogeneous in economic background, but a grest
divison in idedlogicd or politcd commitments exised among them. Poliicd and
ideologicd  divison exiged among the most prominent of the ilustrados in the
Propaganda Movement — Jos2 Rizd, Marcdo H. dd Pilar, and Graciano Lopéz Jeena —
than sy, for example Rizd (the recognized mord and intelectud leader of the
Movement) and Andrés Bonifacio (the Great Plebeian) who was the leader of the
Katipunan, a mass-based revolutionary group led by petty derks, laborers, and artisans in
Manila®®  Quibuyen argues that the extremely wedlthy among the ilustrados belonged to
the far right of the politicd spectrum among the Filipinos, and they were cosmopoalitan in
their outlook. This highly privileged locd dite never advocaied independence and were
the firg to shift their dlegiance to the US when it became dear that the Revolution had
been defedted. The fird Flipino members of the Philippine Commisson, which governed
the Philippines after the American conquest, came from this wedthy and conservative
sector — Jose Luzuriaga, Trinided H. Pardo de Tavera, Benito Legarda — and so did the
res who filled the native dots in the American colonia bureaucracy. Other ilustrados
though not as wedthy, had enough means to dudy in univergties, locdly or droad, and
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eventudly became the country’s firgd professonds (doctors, pharmecids, lawyers) and
busnessmen. These ilustrados became active paticipants of the revolution, such as
Gengds Antonio Luna, Jose Algandrino, Edilbeto Evangdiga, Mameto Naividad,
Migud Mavar, Po Vadenzuda, Vicente Lukban, and of course, Riza’'s brother, Paciano,
ec. They were nationdist to the very core, unlike their richer counterparts®’ In this
sudy | use the politica/ideclogicd categories ‘cosmopolitan’ and ‘nationdis’ ilustrados
rather than ethnic and class categories.

The moden world came to Spanish Philippines hdtingly with the penetration of
western commerce toward the end of the 18" century and produced stultifying effects on
the lives of the people ldeas of nationdism as perceived by the pessants, middle class
and ilustrados in terms of ther own experiences in a rgpidly changing world olidified
into a hegemonic naiondis movement, the Katipunan (Society), which culminaied in
the 1896 Philippine Revdlution — the fird anti-colonid democratic revolution in Ada
The period from 1892 to 1902 was an higoricd moment in Philippine nationd higtory
when Spanish colonidiam resulted in the formation of the Filipino nation. In his path
bresking work, Pasyon and Revolution, Reynddo lleto brilliantly showed the connection
between a ‘folk tradition’, pasyon, and the 1896 Philippine Revolution. He argues that the
Cahalic-church-gpproved epic of Chrigendom that was sad to replace the dedining
native epic traditions in the 16" and 17" centuries, “continued to maintain a coherent
image of the world” of the Filipino masses and that dthough the pasyon “appears to be
dien in content” it “reveds the vitdity of the Filipino mind’.*®® The Pasyon frame was
“the ndive gppropriation of [the] Judeo-Chrigian themeé” and “provided the masses with
a coherent framework for interpreting and changing their world.”*8°

Building on the works of Ileto and others, Quibuyen argues that the process of
nationd formation in the later pat of 19" century was made possible through a grand
naratiive of emancipaion which comprised of two drands of counte-hegemonic
nardives. the Enlightenment narrative(s) of the nationdig ilustrados and the Pasyon
narrative of the popular massesit was “used by the Spanish colonizers to inculcate among
the Indios loydty to Span and Church” but it dso had an unintended consequence of
providing the “lowland Philippine society with a language for aticulating its own vaues,
idedls, and even hopes of liberation.”*® In his own study, Quibuyen strongly asserts thet
it was Rizd’s mord and intdlectud leadership and through Andrés Bonifacio's and the
Katipunan's organizationd leadership on the ground tha the hegemonic naiondig
project which had resched its gpogee in the revolution of 1896 was edtablished, no maiter
how short-lived it was® The idea that because “the nation was ... embodying a sacred
covenant between mord individuds... the means with which to fight for the naion, a
sacred end, have to be mora and sacred as wdl.” It was this nationdist sentiment shared
by the nationdig ilustrados and the masses which became the ‘spirit of the naiond
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revolution whose endgod was to recover what was logt because of colonidism.
Quibuyen argues that “it was by this conjuncture of sentiments — the ilustrados and the
fok's — that the nationdist tradition became truly nationd-popular in the Gramscian
sense.”19? Bonifacio’s manifesto was largdy informed by Rizd's historical work. Written
in the fom of pasyon, Bonifacio's manifeto begins with preSpanish period where a
flourishing indigenous  sociely  exided, and empheszed the negaive impact of
colonidiam. A cdl to attion among the Hlipino folks wes dso deployed appeding to
ther reason.'®  Issbdo de los Reyes dams based on interviews of hundreds of
Katipuneros in 1898, “that the Katipunan was an association to be feared, because t was
composed of common ignorant 1people yet dthough the plebdan thinks little, for this
little he will die before giving it up.” *°*

Rizd’s broader underganding of nationdism made him ress a totd embrace of
the Pasyon's redemption naraive or the ndiondid ilustrados nardive of
independence. His hedtation was because he knew degply in himsdf tha a nationdist
project whose only am is an independent date was doomed to fal to truly liberate the
Flipino people '® During his trid for tresson, Rizd made a diginction between being
free and being independent: “...many have taken my phrase “to enjoy democratic rights’
for “to have independence’, two entirdy different things A people can be free without
being independent, and a people can be independent without being free™*® For Rizd a
free nation is fird ataned a the soiritud and mord levd. In other words Riza
problematized what would later conditte Patha Chetterjees an  interndiondly
renowned subdtern and pogtcolonid scholar of the 20th century, critique of “the dl-too
essy connection, daimed by every nationdid, of the dae with the nation and the nation
with the people”’® Rizd's thoughts resonate in Chaterjees own work in which
Chatterjee argued that nationaism —

launches its most poweful, cregtive and hidoricdly most dgnificat project: to
fashion a ‘modern’ nationd culture that is neverthdess not Western. If the nation
Is an imagined community, then this is where it is brought into beng. In this its
true and essentid domain, the nation is dready sovereign, even when the dae is
in the hands of the colonid power. The dynamics of this hidorica project is
completidy missed in conventiond hidories in which the dory of nationdiam
begins with the contest of political power.*%8

Rizd, Quibuyen notes, had “succeeded in putting his message across, a@ least to
the ilustrados, for whom the two noves were origindly meant — after dl, the ilustrados
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were going to be the leaders in the task of socid redemption” The message was
uncompromising: “the masses did look up to the ilustrados as their leaders’ and that if
the ilustrados fal to embrace the red essence of their nationdist undertaking then “the
evening twilight” rather than a “brilliant, dear ... and beautiful day” was sure to come to
the country. Such disssters are not uncommon today in post-colonid societies where
what Frantz Fanon describes as the “usdess native dass’ has just replaced the colonid
megters as the new oppressors of their own people. This locd dite which absorbs much
of the vdue sysdem of thar colonizers renders nationdism not exactly the antidote of
imperidian. Rizd’s genius endbled him to see a that time the tragedy in the Philippines
of today. 1°° Many elements of society who were anxious for change were attracted to the
leegue, among them Bonifacio, who became one of the founders of the Liga and had
proven himsdf an astute organizer of the movement.

It is important to examine what kind of a Flipino nationdate Rizad ad the Liga
imagined. Because people behind the Liga did not redly have the chance to rule the
country, the movement's Condiitution, written by Rizd in Hong Kong while on his way
home to the Philippines, would be a useful indicator. It was clear that the imagined nation
by the nationdist ilustrados was indusive, just, and developmentd.”® Rizd, having seen
in his travds Japan, the US, Germany, and other modernizing countries of the 19"
century, possessed a modenizing outlook. In the mind of the foremagt Hlipino
intellectud of the time and other naiondis ilustrados was an image of a Philippine
economy with a robust agriculture and indudry. In the league's Conditution, the ams
and drategies of the Liga were to encourage agriculture and the introduction of machines
and industries®®® Of course, as Chatterjee asserts, the development of the spiritud and
materid domains are two ddes of the same coin, and are fundamentd to build a just and
progressve society. He writes:

By my reading, anticolonial naiondism creges its own doman of sSovereignty
within colonid society well before it begins its political betle with the imperid
power. It does this by dividing the world of socid inditutions and practices into
two domans — the materid and the spiritud. The materid is the doman of the
‘outsde of the economy and of datecraft, of stience and technology, a doman

199 The Liga was founded and inaugurated on July 3, 1892 with Ambrosio Salvador as the President,
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where the West had proved its superiority and the East had succumbed. In this
doman, then, Wedean wupeioity had to be aknowledged and its
accomplishments  carefully dudied and replicated. The spiritud, on the other
hand, isan ‘inner’ domain bearing the ‘ essential’ marks of cultural identity.?%2

This wisdom reverberates as the perils of assmilating the outdde aspects of
netionalism without interndizing the indde, the more difficult reformation of men's irit
which Chaiterjee cdls “the essentid maks of culturd identity”. The Philippines,
epecidly Manila in the 19" century, deceptively appeared to be a society undergoing
modernization. However, it was a supeficid modernity characterized by consumeriam
andogous to what Yukichi Fukuzawa cdled “the outward forms of maerid dvilization”.
Wickberg describes the superficid culturd transformation:

The urbanization of Manila and the devdopment of more cosmopolitan
tastes and a more sophidicated brand of Spanish culturd influence found
expresson in a vaiety of ways For one thing, there was a gradud, but
impressve — for a colonid Asan country — devdopment of newspapers
and peiodicds in Manila after 1850. [B]eddes periodicads there was
some deveopment of other forms of literature, paticularly poetry and the
novd in Spanish. [Seveard thedtres were maintained, presenting dramas
and comedies in Spanish and Tagdog. Wedern dyle dress became
characteridics of men of the upper cass in Manila during the last decades
of the ningteenth century. In household effects, as in dress, the increase in
Wesern influence was noticegble. Those who had become wedthy from
the sde of export crops indulged themselves in a taste for European luxury
goods, paticulaly items of furniture, as wdl as European cariages in
which to parade about.?%

The cosmopolitan development was, of course, enjoyed by the rich segment of the
Spanish Philippine sodely — that segment of the ilustrados who had no connection with
the poor and the dispossessed of the country. They worked for the assmilation of the
Philippines into the colonid politicd dructure. In the end, Rizd’s execution by the
Spanish authorities for treason, Bonifacio’'s assassndtion by and the subsequent triumph
of the wedthy consarvative ilustrados paved the way for the triumph of American
imperidism.

The English nationalist historic bloc and a culture of innovation

This section examines the broader socid environment in 174" —century England to
show that the absence of colonid dructures and the devdopment of <solid nationdist
politicd, economic, and culturd dites provided the leadership to edablish a sodd
environment that nurtured innovative activities. Precticdly dl of today's deveoped
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countries, including Britain and the US, the supposed homes of the free market and free
trade, have become rich on the bass of policy recipes tha contradict today's
orthodoxy.2%* Nationdism, that sense of collective destiny — the common wed- and pride
in the nation which form the foundation and bass of sodd integration, was the
moativation for deveopmental polices. However, the Renaissance period, Reinet notes
“rediscovered and flagged the importance and credtivity of the individud” which
promotes a culture of technology and innovation.?® It is importatt to note here thet
naiondism and dentiam fashioned common wed and individudism together as
insgparable components of the socid fabric of modernizing societies.

A sudy by Cay Nederman shows that medievd England (second hdlf of 15"-
century) was dready pregnent with nationdiam. During this period ‘collectivigt
naiondisn promoted those economic vaues, such as economic  achievement,
competitiveness and progperity, which became the bass of the economic reform
movement of the early Tudor period, hence providing evidence tha (early) English
naiondian may have impdled the capitdig trandormation which was initidly redized
in 16™ —century English agriculture. 2% It is possble to argue that, unlike the more
convertiond  nation, politicad consciousness  (nationdism) could precede  economic
change (capitdism)?°’ It is not inconceiveble that idess for change could emanae from
the politico-ethicd dructure, and not dways from the economy. Nederman points out
that Sir John Fortescues (an English jurist, legd theorist, and consdered a ‘forerunner’
of the economic reform movement) idess influenced the English monarchy under King
Edwad on the form of government — dominium regale et politicum — based on
conseensud lav and the shaing of power. He agued that the English government
“organized politicdly and roydly, generales a legd dructure superior to those systems
found in continental Europe” The rule of law prevented the monarchy from abusing its
powe and dso dlowed for the enactment of policies that “enhance the wedth of the
entire nation.”

Clearly, the embryonic modern idea of authoritative power separate from the
persond authority of individuds developed in England much ealier than dsewhere in
Europe, and it was a ‘pdliticd innovation’ to ensure economic deveopment. In
Fortescueg s edimation, rulers who govern by the rule of law benefit because, as private
persons, subjects are “encouraged (indeed, expected) to contribute to the public good by
seeking ther personad advantage in economic activity.” If the peopl€s ruler “adopts

204 | argely influenced by the thought of Friedrich List, National System of Political Economy. London:
Longmans, Green and Co., 1885, Ha-Joon Chang’s, Kicking Away the Ladder: Development Strategy in
Historical Perspective London: Anthem Press, 2002 argues that an activist developmental state is
necessary in economic development, and history tells us that. Taking similar cues from List, Reinert (2007)
prescribes to developing countries a focus on building national productive power by establishing a critical
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policies that impoverish them, they will express thar disdleasure directly and violently.”
Providing a politicadl environment by which the privete initiaives of the subjects in the
economy are dlowed to flourish was for the English the best policy to ensure paliticd
dability, security and prestige for the monarchy and wedth for the country: “The grestest
safey, truly, and dso the mogt honor that may come to the king is tha his relm should
berich in every estate’ 2%

Evidently, the English monarchy was very different from that of the 16'"-century
or the absolutis monarchies drongly entrenched on the Continent of Europe The
Glorious Revolution of 1688 placed England in its new conditutiond path towards
paliamentary sovereignty uncondraned by a fixed conditution or judicd review,
centrdization and the conflation of executive and legidative powers. This system offered
more fle<|b|I|ty and freedom from hamdringing over-legdization tha difles politica
debate®®® The politicd sysem engendered many other democratic ingtitutions, such as
trid by jury, the common law, the edablishment of nationd news pgpers the philosophic
tradition of Bacon, Locke, and Hume the ‘Dissenting Academies, and the non
conforming sects, which “if not entirdy unique to England, were in combingion
impressve evidence of a democratic culture providing a fetile soil for the flowering of
locdl initiativesin dl parts of the country.” 210

Nationdism manifested in Fortescugs ‘political innovaion’ had to wat until it
found expresson in the ‘knowledge innovaion' (the so-cdled scientific revolution) that
the firg Indudrid Revolution materidized in English society. Nationdisn was key in the
inditutiondization of science in the English society (Chapter 1). The power of idess as
‘a way of saing things influenced the English nationa development Strategy to secure a
dynamic economy. The beief in the posshility of achieving indudrid progress by the
method of observation and experiment came to the 18™ century England largely through
Francis Bacon's idess, enlarged by the genius of Robert Boyle and Issac Newton?!! In
mid-16" century, Francis Bacon, a lawyer, a statesman, intellectud reformer, philosopher
and champion of science wrote the essay, Of Innovations. In his The New Atlantis, Bacon
elevated the dature of science — a new sysem of leaning based on empiricd and
inductive principles and the active devdopment of new ats and inventions a sysem
whose ultimae god would be the production of practicd knowledge for “the use and
benefit of men” and relief of the human condition. The genius about the Sdentific
Revolution was in findly throwing off the shackles of dogma that had impeded human
progress. Although 18"century science was, of course, very different from the 20
century science, Chris Freeman and Francisco Lougd argue that “an experimentd,
enquiring, rationad spirit and gpproach was necessary condition for the work of scientiss
and inventors dike” In fact, they point out that “the scientific revolution, dated ether a
the foundation of the Royd Sociey in 1660 or ealier in the century, preceded the
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finandd revolution, the commerca revolution, the trangport revolution and the
Industrial Revolution, as these overlapping changes are conveniently dated.” 22

It was when these visons and idess left the hands of these intdlectuds and were
trandated into politicd visons of rulers and economic gods of busnessmen and ordinary
people that the power of idess was unleashed to transform English society. English
politicd leeders took to heart the ideds of rationd governance and the role of technology
in the economy. Many economic higorians point out that the monarchs from Edward 111
(1327-77) to the Tudors, especidly Henry VII (14851509) and Hlizabeth | (1558-1603),
used devdo d policdes tha would today be dexribed as “infant indudry
protection” >**  Protectionist policies were dearly practiced in England under Edward 1|
(1312-77), but it was during Henry VII's rule (1485) when emulation became a draegic
economic policy of England®'* During his visits to Burgundy, Henry VII of England
redized that the wedthy aess were those with a woollen textile industry. So convinced
tha England should change its devdopment drategy, the king deployed a combination of
trade and innovaion polides to build the English wool indusry and meke England a
producer and exporter of manufactured textiles rather than an exporter of raw materid.

These policies were continued by the English Paliament. For example in 1721,
HaJoon Chang notes Robet Wadpole the fird English prime minider, launched an
indudrid program “that protected and nurtured English manufacturers aganst superior
competitors in the Low Countries, then the centre of European manufacturing.” Wdpole
declared that “nothing o much contributes to promote the public welbeng as the
exportation of manufactured goods and the importation of foreign raw materid.”?*®
Renat (2007) points out that the economic policy toolbox induded impodtion of export
duties to ensure that foreign textile producers importing raw materid from England
produced more expensve products than those of English producers. Wool manufecturers
were ds0 guaranteed tax exemptions for a cetan peiod and granted monopolies in
certain areas and for cetan periods The Tudor economic reform movement established
a strong industrid sector, a rawv materid monopoly (wool), and oversess trade®® In fact,
Chang notes, from Wapole's time when Britain began to reduce its tariffs the average
tariff rate was between 40-50 percent, gill high compared to France's (20 percent) and
Germany’s (10 percent).

The vidons of a prosperous England were trandaed into economic ectivities of
increasing returns as the ideas of reason and progress were embraced by English dites.
Thee enlightenment ideds were promoted in English socdety with ‘industriousness
cosdy associated with ‘productivity and profit meking' rather than holding public office.
The English bourgeoise, some of whom were dso members of the Royd Society as
scientists and politicians (eg. Issac Newton, Robet Boyle, and William Petty) came
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from the landed dass egpecidly from the gentry — men who did not regard ther
intdllectua pursuits as a kind of professond ectivity, let done a type of office holding.
Ellen Meksns Wood mantains that a different capitdist sysem fird emerged in Britain
in the agrarian sector of 16-century England (Chapter 1). The expansion of wool exports
induced the government to implement the Firs Endosure Movement in 15" - and 16'™
century England, resulting in the converson of open ardble fidds to privae pastures in
aress slitable for grazing. This crested market-dependent wage workers from the smadl
pessant cultivators, and manorid lords rented their lands to large famers. The growing
disequilibrium between the fixed rent that landlords receved and the higher economic
rents expected from the adoption of new technology led to the Second Endosure
Movement in the 18" century.?*

The English agrarian ‘revolution’, regarded by many economic higorians as the
criicd  component of the Indudrid Revolution, was characterized by intensve,
integrated, crop-livesock husbandry sysems. Intensve rotation of aable land between
food grans and feed crops and the use of green forage and fodder were key innovations.
The primary impact of the English agriculturd ‘revolution’ was to increese land, not
labour, productivity. According to Peter Timmer “[tlhe agrarian revolution apparently did
not supply surplus labour for an indudrid army of workers. It did provide food for the
rapidly risng populaion from which both an increesed agriculturd and industrid  labor
force were recruited”?'® Agraian capitdism had completdy transformed the most basic
humen relations ad practices, and had impacted a dynamic English economy in the 17"
century and would eventudly gave rise to its industrid form in late 18™ century. It had to
wat for the Scentific Revolution when the pursuit of mechanicad knowledge was widdy
goplied inindudry.

Margaret Jacob argues that varied idess in regad to the utility of science
generated different responses and consequences in the English and French societies®™®
Although it was from René Descartes®, a French philosopher and mathematician, that a
new order of ganing knowledge based on sdentific method and rationd thinking hed
originated, England was much more successful in exploiting science for indudry than
France. The ideologicd responses were conditioned by the “very red socid, religous
and political differences’ that separated the English from the French. Under a
conditutiond monarchy, the Protesant English society was presented with a science
within an ideologicd framework that encouraged materid prosperity through the
practicdl indudrid goplication of new mechanicd philoophies — the socdled
Newtonian synthesis of Catesan science. By contradt, in the Catholic French society,
Catedan stience was “idedlogicdly absolutist in politics’, directing the scientific energy
towards promoting order in the date rather than towards the utility of mechanica science
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in indudrid devices It presnts a dmilaity to SpanishPhilippine sodety not only in
terms of palitics but dso the influence of rdigion in the education system. Jacob points
out that there was popular secularization of Newtonian science as it became an essentia
pat not only of the world of inventors and entrepreneurs but aso of English people from
dl waks of life. Sdentific culture was not a mere adjunct to the merging mechanized
indudry, it was its essntid source The gpplicaions of technologicadl knowledge in
practical agpects of life were widdy discussed across broad sectors of society, with the
proliferation of locad dubs societies and assodations, creating a huge and enthusagtic
audience for scientific demondrations by itinerant London lecturers.  Moreover, Jacob
argues that “British education in mathematics was superior ... must be seen as one pat in
the complex story why Britain industrialized first.”?%

In England, the exduson of the Dissenters from Grammar Schools and in Oxford
and Cambridge led to the edtablishment of ‘Dissenting Academies where the Baconiant
Puritan modd of education was promoted. The schools emphasized empiricism and the
naurd sciences duitable for young men who were to go into busness or professon in
trades and engineering. There was little by way of separate education in stience and
enginesring. %> They desired education that was more relevant to daily life than dassica
curricula Reformers cdled for replacing Scholagtic studies with classes that taught a
practicd undersanding of the world. As Dissenters were excduded from holding public
office, able men were more likdy to go into professons such as the Nonconformist
minigry, a branch of medicine or into a family busness s0 much so tha indudry firg
took root in Socotland and Glasgow. Charles Webster's book, The Great Instauration:
Science, Medicine and Reform, 1626-1660 (1975), put beyond reasonable doult the link
between Puritan ideds the promotion of scence. It was not so much “the origin of
revolutionary idees’, as Peter Harrison argues, “but rather in the emergence of an ethos
tha would promote what we cdl a ‘sdentific culture, in which the vaues of
utilitarianism, empiriciam, and rationdism are given primary space”%?

Webger successfully edtablished the “chronology and  connexions of  the
movement, showing it to be more extensve, more deeply rooted, and more practicaly-
oriented than generdly imagined”??* The Puritan intdligentsa battled for intellectud
revolution and sought to promote rationd reforms on many issues such as education,
technologicd and agrarian improvement. But their reforming ams came to an end with
the falure of the Revolution and the restoration of the monarchy in 1660. Consequently,
Margaret Jacob argues tha the reforms were taken up by one group led by Robert Boyle,
John Wilking, John Wadlis, Wadter Charleton, John Eveyn, Chrigopher Wren and others
who “continued to advocate and engage in the organized pursuit of experimentd science
.. but they dissociated this project from any radicd reform of church, date, the economy

221 Jacob, Scientific Culture, p.58.
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or society.” Jacob further argues that “they did not cease entirdy to be reformers, but
couched ther reforming sentiments in vague terms of improving man's hedth and edae
through science” In fact, these reforms would progress without necessarily changing the
prevaling socid sructure in the direction of grester socid equity.”® Moreover, English
sientids, inventors and entrepreneurs founded the Derby Philosophical Society and their
idess as to the ided factory organization and divison of labour led to the emergence of
factory-based production, which defined the future paths to cost-reducing mechanization
of the cotton textile, iron, and water power, ralways and steam power industries®?® This
replaced the preindudrid smdl workshops of individud inventor-entrepreneurs and
cottages of puttingout rurd indudries The supeimposition of new technologies, new
procedures and new best practices supported a rapid increese in productivity and led to
radicd advances in the rdative podtion of English indudries and firms in the world
economy. Congdering the sorry date of science education in the Spanish Philippines it is
undergandable that the scientific and technologica ectivities of the Economic Society of
Friends of Manila during the Spanish time were unlikdly to have any sgnificant result.

Conclusions

This dudy traces the roots of the deveopment chdlenge in the Philippines to
develop its technologicd capability. The higoricd andyss was undertaken to locate the
beginnings of the formation and the subsequent entrenchment of the dominant globa
higoric bloc(s) in Spanish Philippines  (1565-1898). A broader sodd  environment
crested by an interacting ndiondig higoric bloc tha nurtures innovation is crucid in
technologicd innovation and industry growth. This chapter’'s andyss shows Spanish
colonidisn to hae edablished and entrenched a globa trade- and financid-based
economic interes in the Philippines comprisng foreign merchants (Spanish, Chinese,
English, and Ameicans) and their locd counterpart, the landed, wedthy Filipino
ilustrados who emerged from the politicd gructure and the liberd economic reforms
indituted by Spain. It was the colonid government's economic policy of free trade and
economic openness as a means of wedth cregtion, which facilitated the entrenchment of
trade interests. A trading economy does not creste massve employment opportunities
Genarding high profits through the mere buying and sdling of goods traders generdly
do not by themsdlves venture into manufacturing, which entails more risks

While globd trade with more advanced ndions initisted by the Spanish and
Chinee merchants, gave the Philippine economy the impetus to move from a condition
of backwardness into making advances in agriculture, the colonid free trade regime from
the mid-18" century was a wrong path as far as devdopment of the productive powers of
the locd economy was concerned. If Lig had been heard, redtrictions on commercid

22> James Jacob and Margaret Jacob, ‘The Anglican origins of modern science: the metaphysical
foundations of the Whig Constitution’, Iss 71 (2, June 1980, pp. 251-267.
http://www.compilerpress.atfreeweb.com/Anno%20Jacob%20& %20Jacob%20A ngli can%20Fdn%200f %2
OM odern%20Science.htm
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activity would have been imposed to promote the growth of production and service
indugtries. The interaction between an exising Chinese world sysem and an expanding
Europeen sysem provided the milieu in which foreign trade activities by the Chinese
during the preSpanish period and the subsequent drengthening of this trading activity in
dliance with the Spaniads and then later the English and Ameicans crested an
inditutional  condraint which channdled the economic activities of the locd dites
towards wedth-cregtion based on land and crop exportation. It did not provide the venue
for an indudrid trandformation; indead a rurd proto-industry, a precursor for
mechanized manufacturing industry, was ruined.

Soanish  colonidian engendered a fragmented locd dite and nationdism. The
more cosmopolitan ilustrados which had a higpanized naiond identity, culturd and
economic afinity with the colonizers did not have natondig sentiment. Hence their
agenda was for assmilation. However, the nationdis ssgment of the ilustrados provided
mord and intdlectud leedership to the masses as wel as combat hedp during the 1896
revolution. Through a robugt dliance of the middle dass and the masses, the higoric bloc
edablished what Quibuyen cdls a “hegemonic naiondig-popular will” which toppled
the threeand-a-hdf century Spanish rule over the Philippines The vauable lesson
learned was tha nationdist sentiment borne by educated nationdig middle dass and the
poor famers was a potent force for ‘change in Spanish Philippines. The formation of a
globd higoric bloc committed to free market democracy has been presented by some
scholars as a quintessentid  phenomenon in the era of globdization. But countries which
have colonid experiences such as the Philippines have been confronted with such a
condraining dructure a long time ago, and the formideble chalenge faced by these
countries is how to creste a counter-hegemonic naiondist deveopmentad bloc.
Moreover, the andyss shows tha among the mgor inditutional bottlenecks which
hindered the devdopment of industry in Spanish-Philippines besides free trade are lack of
financid capitd, technology, and a consarvative educeationd system that did not promote
an ethos of scientific culture,
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