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I. Introduction

Today, Capitalism reigns supreme. Its great anti-thesis, Communism has been swept into the dustbin of history. Its former champions, Russia and China, in practice if not in name are now unabashed capitalists. The supreme irony in this triumph of Capitalism and in the defeat of Communism is that Communism as an ideology appealed to the higher impulses of men. The economic underpinning of Communism is that each person must selflessly contribute to the economy all his talents while responsibly getting from the economy only that what he needs. Or as stated in their slogan, “From each according to his abilities and to each according to his needs.”

In sharp contrast, the economic underpinning of Capitalism is self- interest. Adam Smith, its Karl Marx argued that as men pursued their self- interest, an invisible hand would somehow direct them to work for the common good. Or as proudly proclaimed in the film “Wall Street”, “Greed is good.”

In short, Greed beat Good Will.

While Capitalism rules triumphantly in Asia and the rest of the world, Democracy, its political twin has been wanting in followers. In fact, while all the countries in Asia with the exception of North Korea concede that capitalism is key to development, almost all argue that democracy is a hindrance to development. 

As their prime evidence that democracy is a hindrance to development, these advocates of authoritarianism frequently cite the Philippines where democracy is at its most robust and development is at its most niggardly.

The political summit participants therefore must set as their over-riding theme  “Making Democracy Work in the Philippines”.

This paper proposes a framework for making democracy work in the Philippines.

II. The Democratic Framework

When the American Founding Fathers met in Philadelphia to craft the framework by which their democracy would work, they, all men of goodwill did not premise the success of democracy on men’s goodwill. As Thomas Jefferson later observed, “Our democracy will best be safeguarded, not by men’s goodwill but by their ambition.”

As Adam Smith argued that an economy progresses by harnessing men’s greed; so the American Founding Fathers sought to make democracy work by harnessing men’s ambition. This meant that they deliberately set up a political system of “check and balance.” The Legislative Branch, with its power of the purse would restrain the Executive Branch and temper the Judiciary Branch. The Executive Branch with its power of the shield and sword would goad the Legislative Branch and prod the Judiciary Branch. The Judiciary Branch with its power of the law would circumscribe the Executive Branch and prescribe to the Legislative Branch. Thus, did the American Founding Fathers determine the rules of engagement by which men of ambition would do what men of goodwill yearn for.

As an aside, in the field of business, they adopted what is now termed as “Competition Policy”. The basic premise of Competition Policy is that men’s greed can only be harnessed for the public good by forcing them to compete. Appealing to their generosity is considered futile. For as Adam Smith himself observed, when businessmen get together, it is not to discuss what they must do for the public good.

We would argue that the primary reason why democracy has not worked in the Philippines is that Civil Society insists that democracy must work based on men’s goodwill. We find such premise to be tenuous. This is not to argue that the Philippines lack men of good will. For goodwill was shown in great abundance in EDSA One and Two. But apparently goodwill can be summoned only in times of crisis and is not sustainable in ordinary times. For ordinary times, ambition must be harnessed in the service of democracy just as greed has been harnessed in the service of economic progress. 

In sum then, the Philippines has not progressed because we have put in place an economic system that seeks to summon the generosity of businessmen instead of harnessing their greed and a political system that seeks to summon the good will of politicians instead of harnessing their ambition. 

And for ambition to be harnessed, we must first make ambition respectable. Consider greed. Businessmen love to admonish politicians to show “political will”. By this, they are asking politicians to act contrary to their political interests i.e. lose votes. As politicians like most of us do not harbor suicidal tendencies such admonition is largely ignored. On the other hand, politicians with the clear exception of the leftists have never admonished businessmen to show “business will” by acting contrary to their business interest i.e. lose money. 

Investors, both domestic and foreign can with utter candor and aplomb demand that government adopt the public policies and erect the public infrastructure to satisfy their private greed i.e. attract their investment by promising high returns. Political ambition must be made as respectable as business greed.

How did business greed become respectable? We argue that, like the marketing experts that businessmen were they repackaged greed into a highly desirable product:

1) They renamed greed and called it self-interest.

2) They sold the benefits of the products and not its attributes. Businessmen are not lovable but they create jobs and bring prosperity for everybody.

3) They defined the rules of engagement so their behavior does not offend public sensibilities. Politicians mudsling, businessmen engage in genteel debate.

4) They deified their older doddering members into wise gurus.

5) They choose as spokesmen, men of glib tongues and earnest faces.

In short, while politicians do not need to be sanctified, they should avoid being demonized.

Once ambition has been made respectable, we would argue that our primary task is to strengthen the legislature. To go back to the American and the British models, revolts against the establishment have often been triggered by the imposition of unfair and onerous taxes coupled with lavish waste of public funds. To avert such popular uprisings, the British and the American systems sought to lodge the power to tax and the power of the purse in that branch of government that is most in touch with the people, the House of Commons in Britain and the House of Representatives in the United States. The legislators drawn from the people and drawing their power and position from the people would be the vigilant guardian of their interest.

Such is the theory. But practice runs into what management experts call the “Agency Problem”. The Agency problem arises when the interest of the agent i.e. the legislators are not aligned with the interest of the principal i.e. the people. Agency Problem analysts therefore seek to set up a system that would provide assurance that the agent will, out of self-interest (greed or ambition) act in the interest of the principal. Our paper argues that certain aspects of our political system perversely misalign the interests of the politicians with those of the people. These aspects are the subject of our proposed political reforms.

III.
Proposed Political Reforms

Cast in Agency Theory terms, we argue that political reforms are necessary due to the following:

1) Politicians and rightly so, see themselves as the agent only of the people who have the power to vote and not as the agent of all the people. Enfranchisement of all stakeholders especially the Overseas Filipino Workers is a necessary reform.

2) Politicians need funds to be elected as agent of the people. They are therefore under pressure to act as agents for vested interests. Electoral finance reform, which enables them to draw both their financial and political support from the people, is a necessary reform.

3) Vested interests as part of the electorate can legitimately work for their own agenda subject only to transparency and accountability. Legitimizing the lobbying process is a necessary reform. Our analogy in the business field is in foreign exchange. For so long as dollar trading was not legitimized, we had to resort to the Binondo Central Bank. For so long as lobbying is not legitimized, politicians will continue to depend on the Binondo Lobby Forum. The elements of a Lobby Reform Act would be the following:

a) Legalization of lobbyists, foreign and domestic once they are registered. In the United States, one can legally lobby for Philippine interests so long as one is registered.

b) Legalization of political contribution by lobby groups.

c) Rules of conduct for both politicians and lobbyists.

III. Proposed Political Agenda

Thus far, we have suggested two items as the political agenda of this summit, 

1. Political ambition must be made as respectable as private greed. Agreeing during this summit on political rules of engagement would be a good start.

A further move would be the organization of a working group tasked with improving the image of politicians.

2. Political reforms must be made to align the interest of the politicians with the people. These reforms would involve enfranchisement of our Overseas Filipino Workers, the passage of an Electoral Finance Law and the Lobby Act.

To these two items in the political agenda, we propose a third for our legislators, regaining the power of the purse. Only by regaining the power of the purse could Congress achieve full equality with the Executive Branch of Government. Again, if we look at the American model, we note that they have achieved parity through the existence of two crucial congressional agencies.

2. The General Accounting Office (GAO). As expressed in its web page:

The General Accounting Office is the investigative arm of Congress. GAO exists to support the Congress in meeting its Constitutional responsibilities and to help improve the performance and accountability of the federal government for the American people. GAO examines the use of public funds, evaluates federal programs and activities, and provides analyses, options, recommendations, and other assistance to help the Congress make effective oversight, policy, and funding decisions.

In contrast, the Commission on Audit is an independent Constitutional body. It lost its power when it lost the power of pre-audit. Now it is as effective with the Executive Branch as Andersen has been with Enron. Congress must work out a constructive partnership with our Commission on Audit

3. The Congressional Budget Office. As expressed in its website:

The Congressional Budget and Impoundment Control Act of 1974 created the Congressional Budget Office (CBO). CBO's mission is to provide the Congress with the objective, timely, nonpartisan analyses needed for economic and budget decisions and with the information and estimates required for the Congressional budget process.

In contrast, while the House of Representatives has the Congressional Planning and Budget Department (CPBD), the Senate has no such body. Congress must enact a law to create an agency similar to the Congressional Budget Office of the American Congress.

In sum then, we propose that the All Parties Conference adopt a three-fold agenda:

1.
Political ambition must be made as respectable as private greed. Agreeing during this summit on political rules of engagement would be a good start.

2.
Political reforms must be made to align the interest of the politicians with the people. These reforms would involve enfranchisement of our Overseas Filipino Workers, the passage of an Electoral Finance Law and the Lobby Act.

3.   Power of the Purse must be regained by Congress through a closer working relationship with the Commission on Audit and the creation of a Congressional Budget Office through legislation.

IV. Conclusion

We close by expressing the hope that on the historic occasion of the “All Parties Conference” on May 3, 2002, the politicians, all men of good will cast into the role of statesmen will craft a political system that will harness their ambition to make democracy work in the Philippines.
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