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Introduction:

    The Berlin Wall fell and communism as the world knew it during the Cold War collapsed.  The Soviet Union disintegrated into independent states and coalitions of republics.  The United States military underwent downsizing and a re-focusing as a continental-based force with the ability to project power around the world, rather than depend on forward deployment.  North Atlantic Treaty Organization members de-emphasized Europe and withdrew to their respective home countries.  Military base use significantly changed around the world.  As bases closed, armed forces abandoned maneuver training areas, and local communities viewed nearby facilities as potential solutions…and problems.

    The United States Naval Base at Subic Bay, Republic of the Philippines, was one such military installation that converted from military to civilian use.  To those who lived on the base, in neighboring communities, or visited on a port call, the base represented a variety of political aspects, socioeconomic factors, and personal memories.  As a case study for analysis, the Subic Bay Special Economic Zone, or Subic Bay Freeport (see map in Appendix 1) demonstrated that base conversion was possible even under adverse conditions.  This paper will evaluate and analyze aspects of the conversion process, looking at how history and social conditions affected the planning and execution of the reuse.  Additionally, it will consider aspects from a wider range of base conversion and sustainable development principles to assess potential shortcomings or needs to address in continued development.

Subic Bay Naval Base:

    The former Subic Bay Naval Base is located 85 km (49 miles) north and west of Manila on Luzon, one of the largest islands of the Philippines Archipelago.  The base covered 15,130 hectares, 6,700 hectares of which were naval port.
  Relative to other naval bases, it was the largest outside of the United States.  Originally and briefly a Spanish naval port in 1895, this base saw continuous naval support activity throughout the 20th Century until the US departed on 24 November 1992.
  During a brief World War II absence of US troops, Japanese military forces occupied the area as part of combat actions.  However, the base essentially was a product of the United States and Filipino governments.

    Throughout the century, the US Navy ran logistics operations, maintained ships and equipment, flew air missions, molded terrain, ran combat training exercises, housed families, and shaped a micro-America abroad.  At the height of operations, the base employed 37,000 Filipino laborers
 in all positions from janitorial service to supervisory roles.  Complete with its own airstrip, a significant engineering effort in the 1950s reclaimed land from the bay to construct Cubi Point Naval Air Station and accommodate transport and bomber aircraft associated with US wars in Korea and Vietnam.

    When the Philippines Congress allowed US base leases to expire under the 1947 Military Bases Agreement, the Filipino president in January 1992 formed a Presidential Task Force on Bases Conversion.
  In March 1992 the decision to create the Subic Special Economic and Freeport Zone was formalized in accordance with the Bases Conversion and Development Act (Republic Act 7227).  The act also established the Subic Bay Metropolitan Authority (SBMA) to operate, administer, and manage the zone.
  This reuse authority would work with the United States government to plan what to do with the facility over the next eight months until the official closure on 24 November 1992.

    During this turnover period, the SBMA had to determine a development plan while contending with two significant aspects: Mother Nature and the United States Government.  Mount Pinatubo had erupted in June 1991, spewing ash and lava into the area, causing reason to believe that geologically this area might not even be a long-term option.
  Once it decided that the area was safe, and that further development would be cost-effective, the SBMA began to obtain the property and account for assets and liabilities while working with the US Navy.  The politics surrounding the base closure would prove to be lengthier, less predictable, and more difficult
 than dealing with volcanic eruptions, as this paper will show in a latter section on politics.  Ultimately, the process of developing the freeport concept bore economic fruit from the first year of operations.

Reuse Overview:

    Economically speaking, the SBMA has developed the model conversion project, drawing into the freeport area multinational corporations like Acer, Bank of Tokyo Mitsubishi, Ltd., and Sanyo Denki.
  Big name corporations coupled with strategic facilities, both air and sea, produced almost immediate revenues of $350 million (US) from 1992 to 1994,
 and commitments for $1.3 billion in the subsequent 5 years.
  The confirmed 11,821 jobs created by the end of 1995, coupled with an estimate that 40,000 total jobs would be available at full operation,
 offset the estimated loss of 40,000 jobs when the base closed.
  The neighboring city of Olongapo, billed as a tourist destination, thrives, priding itself on being the cleanest city in the Philippines.  The SBMA’s masterful combination of investments and land-use have exceeded--in terms of timing and volume--targets for the development of services, manufacturing, and tourism.

    However, with the positive comes a degree of negative.  The heavy development load on the facility has already strained infrastructure, particularly roads and bridges, requiring an estimated $28.1 million
 to repair or upgrade.  The Navy turned over an installation that it had maintained with its own personnel, but did not supply the Philippines with the maintenance crews or equipment upon departure.  Although in 1993 the base was in “relatively good condition,” during the three-year period until the second World Bank appraisal “only perfunctory maintenance work” was performed.
  Additionally, the other major components of power generation and fresh water supply required upgrades and meter installation, for accountability and revenue generation.
  These negatives exclude allegations, too, that the US Navy had insufficiently protected or cleaned the environment, a subject that merits greater exploration in a following section.  However, given the awareness that the SBMA showed for the need to improve, and the proactive manner in which they sought technical and financial assistance, the positive effects far exceed the negative.

The Filipino Context:

    Having completed a cursory look at the military use and transition to civilian reuse, a short discourse on the national political, societal, and cultural aspects is in order.  This section will investigate and describe several pertinent aspects of the Philippines, exploring issues germane to the Subic Bay reuse case.  As background, we will look at the factors of the Filipino political system, the Philippines economy, the role of citizens and nongovernmental organizations, and tie them together in a section on the base closure and reuse process.

    Politics in the Philippines is as exciting as any spectator sport, and at times becomes a fully participatory exercise.  At the time of writing, the overthrow of the elected President Joseph Estrada — in jail awaiting trial for corruption — is an ongoing saga.  In January 2001, the impeached president lost power to his vice president by way of a bloodless, military-supported coup that combined with a popular uprising to unseat him from office.
  On 1 May 2001, Gloria Macapagal Arroyo withstood an uprising against her own tenuously-held presidency, leading to tension over the “state of rebellion” and violent uprisings that resulted in four dead among the fewer than 40,000 marchers.
  This nominally democratic country has historically faced challenges to the free democratic system, suffering from cronyism, corruption, martial law, and bossism.

    Despite the turmoil, the Republic of the Philippines has been a functioning democracy since independence from the United States in 1946.
  With universal suffrage for citizens aged 18 and up, the legal code is a mix of Spanish and Anglo-American influence, with a Bi-cameral Congress sharing power with the Executive Branch, monitored by a Judicial Branch under the United States model.
  With a comment that “political parties are highly fluid and personalistic; the major parties as of May 1998 are - Lakas-NUCD, LMMP, and LP,”
 the CIA World Factbook 2000 lists five parties, one of which was not listed in 1998.
  While exemplifying the right to participate that the people feel throughout the country, these changes in participants add to the overall turmoil and instability.  During an April 2000 visit to the US Embassy, Manila, the author heard on numerous occasions that the freedom people have to write in the press is almost excessive.  Many sources reported that “anyone can write anything and get it printed.”  Again, while freedom manifests itself in a participatory, open democracy, it also leads to an amount of turbulence and occasional upheaval that some may deem counterproductive.

    Evidence that tumultuous politics might be critiqued as counterproductive would involve a quick look at the economic situation.  With international participation in the G-77, as recipients of aid from the Asian Development Bank, and considering that 32% of its growing population who live in poverty,
 the economy is currently undergoing reform as a developing country.  The internal, national institutions require reduced bribery and corruption, and the rule of law must eliminate or minimize the impacts of traditional bossism that are a part of the history and culture.
  Overall, the slow economic development inconsistent with the high degree of human capital, and the high number of people living in poverty, stress the political system and create a climate that is not conducive to the stable environment investors seek.  These factors play a large part in both domestic and international activities; however, with the Subic Bay Naval Base reuse case, the role that the SBMA played insulated the project from a large number of these factors.  One only needs to look at the Clark Air Base reuse, a short 30 miles to the east of Subic, to see the contrast of a reuse authority that could not protect its assets and maximize the potential.

    One aspect that the SBMA must still ward off or deal with is the increasing nongovernmental organization (NGO) community.  With the understanding that the role of public pressure unseats rulers from power, as with the Marcos regime in 1986
 and the Estrada presidency in 2001, the SBMA must recognize the power that local and international groups wield.  Internet technology, combined with the freedom the Filipino people enjoy, particularly in the press, create conditions that could prove troublesome to future SBMA management and growth.  A scan of Internet resources quickly shows numerous “hits,” particularly through environmental and conflict management avenues, indicating fears and reports on the legacy the US Navy has left.  Several noteworthy articles include: the Environment News Service’s August 2000 report on “Toxic Waste Victims Sue Philippine, U.S. Governments;”
  the United States Department of Defense’s Defense Environmental Network & Information eXchange (DENIX) web site article on the environmental activism pushing the governments to take responsibility;
  and the Bonn International Center for Conversion (BICC) states in general that, “even when environmental clean-up is possible, it can delay economic recovery and is often the greatest obstacle to productively using closed bases.”
  The biggest question in this arena is legal standing, especially the US government liability, and the issue will soon be tested in a reported June 2001 trial in the Philippines.
  If the courts find the US liable, the SBMA could gain substantial resources in financial assistance and (potentially) manpower to execute a proper cleanup.  In a following section, this paper will delve more deeply into issues surrounding the environmental aspects of Subic Bay.

Closing Subic Bay Naval Base:

    These prelude issues affected the base closure process in a manner that combined facets of each into an intriguing mixture of nationalism, pride, independence and dependence, colonialism and anti-colonialism, and a measure of greed and power-play.  Beginning in 1988, two years after President Corazon Aquino had ousted Ferdinand Marcos from 21 years of power, the government had to weigh the issues of national sovereignty and independence against the economic gains US bases provided.
  While US military base spending and activity accounted for nearly 3 percent of the Philippines’ GNP, and employment second only to the Philippine government, dignity and independence appeared to be the best path for growth.
  Ironically, the 1947 Military Bases Agreement was up for renewal in 1991,
 and negotiations would determine their fate under a growing, volatile sense that the Philippines needed to reduce ties with the US.

    In October 1988, when it appeared that the US negotiators would bully the renewal of the base agreement, factions with the freedoms previously referred to moved into position to attack both the head Filipino negotiator, Foreign Minister Manglapus, and President Aquino.
  The US clearly saw that an exit from the Philippines was impending as the September 1991 deadline to renew or prepare for departure drew near. In 1991, the US countered the Filipino demand for annual rent payments of $825 million with a $203 million offer for Subic, and abandonment of Clark Air Base.
  With principles at stake, eleven of the twenty-three voting members in the Philippines Senate rejected the offer, failed to ratify the treaty, and sent the US Navy away from Subic Bay.

    After the fall of the Berlin Wall in late 1989, the collapse of the Soviet Union a year later, and the eruption of Mount Pinatubo in June 1991,
 Subic Bay Naval Base increasingly became a liability rather than an asset.  Furthermore, the 1990 US Base Realignment And Closure (BRAC) Act coincided with these events, emphasizing greater concentration of US military forces at home in the United States rather than abroad.  The prevailing US strategic plan favored rapid deployment from installations in the United States rather than posturing in forward-deployed bases overseas.  

Reusing Subic Bay Naval Base:

    With the expiration of the lease agreement, the Filipino government prepared for the reuse of the former US installations.  In January 1992, President Aquino formed the task force on bases conversion, which created the Subic Special Economic and Freeport Zone and the SBMA in March 1992.
  The designation was a formal result of Republic Act 7227 (RA 7227),
 and assisted in focusing efforts to convert the former US Navy installation into a usable civilian entity through visionary planning and redevelopment.  Many forces worked together to make Subic Bay a success.  Appendix 2 is the SBMA Organizational Chart.

    The eight-month withdrawal of the US Navy allowed cooperation and coordination between the newly formed SBMA and the US military authorities.  Additionally, the significant freedoms in RA 7227 provided the investment climate conducive to enticing substantial foreign direct investment (FDI) into the freeport. Incentives included duty-free imports and exports, ingress and egress without visa restraints, foreign banking establishments operating with minimal central bank involvement, and waiver of exchange control policy applied to foreign exchange, gold, securities and futures traded in the freeport.
  Furthermore, the SBMA had authority to autonomously procure loans from international lenders and investments from corporations abroad.
  Finally, the act mandated the 15-member SBMA Board of Directors composed of:  representatives of the local government units that concur to join the Subic Special Economic Zone;  two representatives from the National Government;  five representatives from the private sector coming from the present naval stations, public works center, ship repair facility, naval supply depot and naval air station; and the remaining balance to complete the Board composed of representatives from the business and investment sectors.
  The President of the Philippines appointed the Chairman of the SBMA Board to a six-year term, the first such individual the mayor of Olongapo City, Mayor Richard Gordon.
  Simply stated, the SBMA and freeport area were nearly a government and an independent country of its own.

    With these freedoms, however, came responsibility, and the first term of SBMA management exceeded World Bank estimates not only in dollars of revenue but also in shortening the time frame for development.  With a $40 million World Bank loan on a $52 million project to rehabilitate and upgrade infrastructure, the SBMA had attracted commitments of $1.3 billion from 201 firms by the end of 1995.
  The industries these firms represented, along with the nationalities of the parent companies, reflected the diversified portfolio the SBMA had intended to attract to the freeport.  As of the 1996 report, the SBMA had earned the business of 123 firms employing 11,821 people in manufacturing, tourism, services, warehousing, utilities, and banking occupations.
  The largest number of firms were Taiwanese, about 54 percent, with other Asian firms from Singapore, Malaysia, Japan and the Philippines (about 13 percent), US/Canada (14 percent), Europe (12 percent), and others (seven percent).
  On an extended scale, the SBMA claimed that by 24 November 1996 it had created 200,000 jobs with revenues of $2 billion.
  The SBMA also proudly claimed the honor of hosting the Asia Pacific Economic Conference (APEC) attended by heads of state from that august body.  Financially, the base has been an overwhelming success, with little sign of slowdown to attract more business into the freeport.

Environmental and Social Aspects:

    The only potential blot on the record of the Subic Bay success story would be the effects on society of the environmental legacy that the US Navy left behind.  Although RA 7227 explicitly established an Ecology Center “to adopt and implement measures and standards for environmental pollution control,”
 the World Bank report makes clear the purpose was to protect the environment in freeport development.
  Rather than focus on cleanup and restoration of damages that base operations had incurred throughout the 20th century, the clear purpose of the Ecology Center was to preserve what the SBMA had gained, and attempt to prevent further degradation.

    Considering the history of the Subic Bay Naval Base, a foreign outpost in Filipino territory contested during a world war, the state of environmental integrity could be questionable at best.  The US forces knew from the start that they were temporary occupants, while the Japanese held disdain for the people and the land and treated them as the conquests they were.  The US conducted war games maneuvers, instituted the Jungle Survival Training course, and prepared for combat operations in WWII, Korea, and Vietnam.  The Japanese and American forces engaged in combat actions for the base throughout WWII.  Subic Bay has been a strategic resource worthy of combat.

    A second factor is the cost of cleanup.  In the US, three naval facilities that closed under the BRAC Act provide a basis of comparison that demonstrates why the SBMA focus is on the future, not the past.  Looking at area and manning, the Naval Air Station Alameda,
 the Mare Island Naval Shipyard,
 and the Long Beach Naval Shipyard
 combine for a total of 3,401 hectares, with manpower at 14,555 (civilian).  When combined, they represent missions and types of facilities comparable to what Subic Bay Naval Base had during its operations, but only half the size and population.  This size estimate excludes the remaining 8,430 hectares of Subic that lies beyond the so-called secure area of the freeport, formerly used for training and maneuvers.  With area less than one fourth Subic’s total, the estimated cost of contamination cleanup for all three US bases conservatively is $498 million.
  The World Bank listed the Philippines’ 1999 GDP at market price $76.6 billion;
  if the Philippines had cleanup costs comparable to the three naval installations in California, it could cost more than 2.5 percent of the GDP.  Relating to an earlier point, the “rental” attitude that US sailors and marines likely felt in training and living on the base in the Philippines exacerbated environmental damages.  Actions that were uncommon in the United States occurred because it was a foreign training base; activities that caused slight damages in the US were multiplied in the overseas scenario.  Attitudes during war are far more concerned with survival and protection of self, the troops for which one is responsible, and equipment one needs to complete the mission than with being a good environmental steward.  Because the land, air, and water surrounding Subic were part of the combat actions of World War II, the damage in the Philippines most likely far exceeds any in the United States.

    In researching this case, the official US Navy documentation of environmental issues at Subic Bay is scant and potentially nonexistent.  In the references for a thesis on Subic Bay closure, the documents pertaining to environmental hazards were Navy fact sheets for internal use.  Attempts to obtain copies through the Naval Postgraduate School library, where the thesis itself was filed, did not succeed.  The resource librarian said the reports were unavailable for interlibrary loan, and the naval officer who wrote the thesis likely used contacts within the Navy to refer to these issues in his master’s dissertation.  Therefore, for the specifics on types of toxics at Subic, looking at parallel cases in the US would lead to reasonable conclusions of the contaminants and scope of damage one can presume exists on the Subic Bay Naval Base.

    Starting with the airfield, documentation on Maine’s Brunswick Naval Air Station shows waste oils, contaminated fuels, solvents such as trichloroethylene, acids, pesticides, herbicides, and asbestos.
  For munitions storage and testing, as occurred in the magazine area, a similar list recurs with the addition of heavy metals, while ship repair and refitting involved solvents and paint treated with anti-organism compounds to prevent organism buildup on surfaces.
  Waste from nuclear vessels, both surface and submarine, adds long-term effects that scientists and medical experts often debate causality and linkages to determine validity in fixing blame.  Subic Bay had these items and myriad others on land, in the air, and in the water.

    One final note on the environmental and social impacts, the stance on financial cleanup liability the US government took in 1992 was that if the base at Subic Bay were in the US, the it would be a Superfund site;  but, the bases agreement failed to clearly impose responsibility on the US.
  The same report noted that the incomplete sanitary sewer system and treatment facility discharged directly into Subic Bay, treating only 25 percent of the 5 million gallons of sewage generated daily.
  It also reported heavy metals from the ship repair sandblasting site drained into the bay, unless they were buried in the landfill, and that neither procedure complied with US standards on handling and disposal of this type of hazardous waste.
  While environmental officers at Subic had called for measures to remedy these dangers to health and safety, when the appropriate projects had costs estimated at $15 million, they remained unfunded as of May 1991.
  The bases agreement stated that the US would be held “harmless” for damages to base infrastructure.  There was also no requirement -- aside from watershed protection -- to return the bases in their original condition, creating conditions where the impetus for the US to clean up was nil.
  The future medical implications of watershed contamination and underground migration of toxins could be harrowing.  The biodiversity challenges of contaminants in the bay may exceed abilities to take remedial action;  perhaps only time will repair the damages, and potentially the cause for concern is unwarranted because the need to care does not make itself heard.

Conclusion:

    The Subic Bay Naval Base conversion to the Subic Bay Metropolitan Authority is a remarkable case.  The extreme, and sometimes adverse, conditions of politics, economics, social, and military that converged on the base and its surrounding communities easily could have led to predictions of failure and despair.  However, the vibrancy and prosperity that the freeport exudes displays a different truth, one of confident, competent, and careful planning and management.  A superb case from the economics standpoint, the future of the political and social conditions would be the only apparent variable.  In the Philippines, though, the power flows through hands with money, and the Subic Bay Freeport represents large amounts of both.  As long as the SBMA continues with aggressive, strong leadership and administration, this autonomous entity will shine as a productive jewel in the Republic of the Philippines.
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Source:  World Bank Report 15956-PH, IBRD Map No. 28291.

Appendix 2

Subic Bay Metropolitan Authority Organizational Chart
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Source: World Bank Report 15956-PH, Annex 3
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