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Professor Bill Wise, Director of John Hopkins University’s Southeast Asia Program 
Ambassador John Maisto, President of the US-Philippine Society, 
Mr. Hank Hendrikson, Executive Director, US-Philippine Society 
Students of John Hopkins University, 
Ladies and Gentlemen, 
Good afternoon. 
 
I take pleasure in addressing all of you today to open the Philippine Roundtable series 
this year. I will be discussing Philippine and regional issues which would be in the 
international community’s attention this year. 
 
I. South China Sea 

 
I will start off with the topic that has been consistently in the international headlines for 
the past few months, the South China Sea. 
 
• Maritime security continues to be a major issue in Southeast Asia. The 

Philippines remains concerned over the exacerbating tensions in our regional 
seas. China is still undertaking dangerous, reckless and forceful activities in an 
attempt to impose unilateral change in the maritime status quo of the South 
China Sea. China’s actions in advancing its 9-dash line position, an expansive 
claim of indisputable sovereignty over nearly the entire South China Sea, is in 
contravention of both the 2002 ASEAN Declaration on the Conduct of Parties in 
the South China Sea (DoC) and UNCLOS. 
 

• China is currently undertaking a series of massive reclamation projects, all of 
which look to be near completion as portrayed by photos shown by several 
organizations and media outlets. The reclamation, combined with other actions 
such as setting up of offshore observation networks and a future Air Defense 
Identification Zone (ADIZ), pose a threat to freedom of navigation and 
unimpeded lawful commerce. 

 
• We have protested the reclamation activities being undertaken by China in the 

Mabini (Johnson), Chigua (McKennan/Hughes), Calderon (Cuarteron) and 
Gaven Reefs.  

 
• We wish to underscore that the Philippines has undertaken a strong and 

consistent advocacy that the rule of law should prevail in settling the dispute in 
the South China Sea for the sake of peace, security and stability and the wider 
community of nations. 

 



• In the context of recent developments, this rules-based approach has two 
fundamental components: first is the conclusion of a substantive and legally 
binding ASEAN-China Code of Conduct (CoC); and second, is the third-party 
adjudication by way of arbitration of the various maritime disputes in the South 
China Sea in accordance with international law, specially Part XV1 of UNCLOS. 

 
• ASEAN has been working with China for the CoC for quite some time now. The 

pace of negotiations can only go as fast as the parties want it to proceed. The 
ASEAN Foreign Ministers recently met in Malaysia in January and discussed 
the matter, including the reclamation of China. The Foreign Minister of 
Malaysia announced that ASEAN will intensify its efforts to conclude the CoC 
under Malaysia’s chairmanship. The Foreign Minister also said that he had 
asked Thailand, the country coordinator for ASEAN-China relations, to increase 
the frequency of meetings between ASEAN and China so that the issue can be 
resolved and progress can be made in other aspects of ASEAN-China 
relations. We do hope Malaysia can achieve success in this undertaking under 
their chairmanship of ASEAN. 
 

• The Philippines notes that China’s construction in the features is plainly 
intended to change the character, status and maritime entitlements of the said 
features. Their work therefore prejudices the arbitration and undermines the 
work of the Arbitral Tribunal constituted under UNCLOS to hear and objectively 
decide the case. 
 

• The Philippines has strongly urged China to desist from its reclamation 
activities that are intended to alter the status quo and character of the features. 
The Philippines also called for the exercise of self-restraint in the conduct of 
activities pursuant to the Declaration of Conduct. 

 
• We would like to point out that the Senate Committees on Armed Services and 

Foreign Affairs released a joint letter on 19 March 2015 addressed to the 
Department of State and Defense regarding China’s reclamation activities. The 
letter expressed the sense of the Senate that the Obama Administration needs 
to do more on the reclamation. We are pleased that the legislative branch has 
spoken prominently on this issue and hope that the Chinese get the message 
that their activities are not going unnoticed. 

 
• On the arbitration case that the Philippines filed against China, it may be 

recalled that China circulated a position paper on the suit before the Arbitral 
Tribunal last 07 December 2014. In that paper, China reiterated its position not 
to participate in the arbitral proceedings. The Arbitral Tribunal already sent 
questions for the Philippines to answer since China is not participating. The 
Philippines submitted its answers posed by the Arbitral Tribunal nine days ago 
(16 March 2015). The oral hearings are scheduled in The Hague from 09-20 
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July 2015. We anticipate the issuance of a decision by the Arbitral Tribunal 
sometime between January and April 2016.  

 
• The Philippines hopes that the arbitral tribunal will issue an award in 

accordance with international law that will direct China to respect its sovereign 
rights2 and jurisdiction over  our EEZ, continental shelf, contiguous zone, and 
territorial sea over the West Philippine Sea. 

 
II. APEC hosting 

 
The next issue which is taking a lot of attention in Manila and in the international 
community is the Philippines’ hosting of APEC in November this year. This will be 
the second time the Philippines will be chairing APEC and it is leaving no stones 
unturned. 
 
• The Philippines is pleased to be hosting APEC in 2015. We believe that APEC 

is the premier multilateral intergovernmental forum for liberalizing trade and 
investment, facilitating business and fostering economic and technical 
cooperation in the Asia-Pacific region.  
 

• The Philippines believes that APEC, despites its non-binding nature, continues 
to play a significant part in the changing economic environment even as it 
deepens its role as a cornerstone for regional dialogue and engagement. In the 
last 20 years, APEC member economies have benefitted from their 
engagement with the group in areas of trade liberalization, structural and 
regulatory reforms and other attendant issues such as climate change, counter-
terrorism, transportation, education, services and health, among others. 
 

• As Chair, the Philippines’ goal for this year’s hosting can be gleaned from the 
theme it has chosen, “Building Inclusive Economies, Building a Better World.” 
This specific focus is in line with the Philippine Government’s own goal of 
promoting inclusive growth in the country. The Philippines is of the view that it 
is time for APEC to look into inclusive growth as this is the actual end product 
of APEC’s objective for trade liberalization and trade facilitation.  

                                                
2  The Philippines’ arbitration case against China is solely a maritime dispute and does not involve any 

territorial dispute (sovereignty).  
 

A coastal state has full sovereignty over its 12 NM territorial sea. Beyond the territorial sea, the 
coastal state has only specific “sovereign rights” up to 200 NM from its baselines. These “sovereign 
rights” are to the exclusion of all other states. The term “sovereign rights” refers to specific rights that 
do not amount to full “sovereignty.”  

 
 A coastal state’s “sovereign rights” to its EEZ beyond the territorial sea refer principally to the 

exclusive right to exploit the living and non-living resources in the area, without other sovereign rights 
like the right to deny freedom of navigation and over-flight, which a coastal state can deny in its 
territorial sea.  

 



 
• Inclusive growth can be promoted through the list of priorities which the 

Philippines is pursuing. These are: (1) accelerating regional economic 
integration; (2) investing in human capital development; (3) improving the 
regulatory environment; (4) expanding connectivity; (5) strengthening economic 
and technical cooperation; (6) mainstreaming SMMEs; and (7) advancing 
sustainability and resilience. 
 

III. Philippine economic performance 
 
APEC will also be an excellent venue for the Philippines to showcase its strong 
consistent economic performance. 
 
Philippine GDP growth  

 
• The Philippines recorded one of the highest Gross Domestic Product (GDP) growth 

rates throughout Asia in 2014 at 6.1%, maintaining the positive momentum of 7.2% 
in 2013. The fourth quarter of 2014 registered a growth rate of 6.9% in contrast to 
the same quarter in 2013, which pegged a lower 6.5%. This was the country’s 
highest economic expansion in the fourth quarter since 2010.  The Philippines is set 
to perform equally as strong in 2015, with forecasts at 6.9%. 
 

• The Philippines is further positioning itself to outperform China by 2016 with GDP 
growth forecasts of 7.3% for the Philippines versus the 6.7% according to Citibank's 
2015 Annual Outlook due to strong developments in business and industry, 
increases in foreign direct investments, and high-levels of remittances from overseas 
Filipino workers. 

 
Foreign Direct Investment  

 
• Based on official figures provided by the Bangko Sentral ng Pilipinas (BSP) on 10 

March 2015, FDI reached US$ 6.2 billion in 2014, a 65.9% increase from 2013’s 
US$ 3.7 billion. This record high FDI increase was stimulated by investor confidence 
in Philippines’ solid macroeconomic fundamentals. Top sources of equity capital 
investment came mostly from the U.S., Hong Kong, Singapore, Japan, and the U.K., 
and channelled mainly to the finance and insurance industries, manufacturing, real 
estate, mining, and wholesale and retail trade sectors. 

 
Heritage Foundation 2015 Index of Economic Freedom  

 
• The Philippines’ strategic gains in economic competitiveness and transparency have 

been validated by a number of institutional indices. For example, the Philippines 
leaped 13 notches in the 2015 Index of Economic Freedom released by the Heritage 
Foundation in January this year. The Philippines jumped from 89th to 76th in the 
prestigious rankings. The Philippines made significant improvements in the areas of 
freedom of corruption, labor freedom, and financial freedom as the banking sector 



has opened foreign equity ownership to 100%.The Philippines charted an upward 
trajectory with a total gain of 39 notches from 115 in 2011 to 76 in 2015, thereby 
making the Philippines the most-improved ASEAN economy in the rankings.  
 

• Ambassador Terry Miller, Director of the Heritage Foundation’s Centre for 
International Trade and Economics said that the “Philippines’ performance is one of 
the best by far in any country where we have the Index.”  

 
• You will also recall that in the World Economic Forum Global Competitiveness 

Report, Philippines improved from its 85th ranking in 2010-2011 to 52 in 2014-2015, 
moving up by 33 notches. Additionally, in the Transparency International Corruption 
Perceptions Index, Philippines improved 49 notches from having been ranked 134 in 
2010 to being ranked 85 out of 175 countries in 2014. 

 
Bright prospects in infrastructure 

 
• We see excellent prospects in Philippine infrastructure development. A 

memorandum of Cooperation between the Philippines and the US on infrastructure 
development was signed on 25 February 2015 during the 8thGlobal Infrastructure 
Leadership Forum in New York. The Memorandum of Cooperation establishing the 
PH-US Infrastructure Collaboration Platform was signed on 25 February 2015 during 
the Forum. Department of Commerce representatives indicated that there is a global 
infrastructure need for investment amounting to more than US$ 8 trillion dollars for 
the next ten years. The expeditious signing of the Memorandum of Cooperation 
sends a strong signal to the US government and American private sector that the 
Philippines is attractive to Foreign Direct Investment, particularly in infrastructure 
investment. Infrastructure investment will be moving up to 4% of GDP by the end of 
2015 and 5% by 2016. 

 
Renewed avenues for tourism 
 
• 2014 was also a good year for tourism with an estimated 5 million arrivals that 

brought in earnings amounting to US$ 4.84 billion. Based on figures from the 
Department of Tourism, the US is the second largest market for tourism in the 
Philippines comprising about 15% of total visitor volume. 
 

• We expect this number to grow with the resumption of the national flag carrier’s 
routes to and from the Philippines and the US East Coast. On 16 March, I joined 
Philippine Airlines in New York’s John F. Kennedy International Airport to celebrate 
the resumption of the flights. The expansion of PAL’s routes will contribute to 
increased tourism and encourage greater business and investment to be directed to 
and from the Philippines. 

 
Improvements with business permits and licensing 

 



• We also see more business growth with improvements in the Philippine 
Government’s implementation of the Business Permits and Licensing Systems. This 
system would decrease the number of steps and lessen the documentary 
requirements for permits and licenses. In 2014, approximately 95% of cities and 
77% of municipalities have been streamlined into this system3.  

 
IV. US economic assistance 
 
Our economic performance can be credited to the good governance model of President 
Benigno S. Aquino III under his “Straight Path” Program as well as sound 
macroeconomic fundamentals that have been achieved under the leadership of 
economic managers. At the same time we also acknowledge the positive contribution of 
our partners to our economic gains. The US, in particular, included the Philippines in 
two important programs—the MCC and PFG—which have helped a lot in our economic 
growth. 
 
Millennium Challenge Corporation Compact 
 
• Since its entry into force on 25 May 2011, the projects implemented under the US$ 

434 million Millennium Challenge Corporation Compact has:  
o allowed poor communities to develop small-scale projects and manage assets in 

a sustainable way,  
o facilitated increased commerce by reducing transportation costs,  
o increased the efficiency and sustainability of revenue collection through the 

redesign and computerization of business processes.  
 
The Compact symbolizes the strong bilateral ties between with the Philippines and 
the US and highlights the economic aspect of our bilateral relations.   
 

• The Philippines is due to complete its current Compact next year.  Recognizing the 
gains in the past years and seeing the continued future potentials in the Philippines,  
the Millennium Challenge Corporation approved the selection of the Philippines as a 
country eligible for a second compact last December 2014. The Millennium 
Challenge Corporation stated that “the selection of the Philippines for a subsequent 
compact recognizes the significant progress achieved under the current compact 
and its strong efforts at policy reform, including successful efforts to root out 
corruption.”  This  statement  ensures the Philippines’ eligibility for a second compact 
following the release of the FY 2015 scorecard where the country passed 13 out of 
20 indicators and passed Control of Corruption. 
 

• The Philippines will continue to work with the Millennium Challenge Corporation in 
preparing for a second compact.  We will work closely with indicator institutions to 
convey an accurate picture of Philippine reforms and further improve the Philippines’ 
scorecard.  We also hope to share our successes on the results of the first compact 

                                                
3  137 out 144 cities and 1,152 out of 1,490 municipalities were streamlined 



as well as our lessons learned with other countries.  The Philippines has made 
tremendous progress in terms of maintaining our growth momentum, improving 
competitiveness, institutionalizing good governance, and moving closer to our goal 
of inclusive growth. 

 
Partnership for Growth 
 
• In November 2011, the governments of the Philippines and the U.S. agreed to 

the five-year, Joint Country Action Plan to align objectives and policy reform to 
promote growth and stimulate, enhanced inclusive economic expansion. The 
Philippines is one of just four countries selected to join the PFG.  
 

• PFG, is one of the country’s key policy and program priorities for bilateral 
engagement with U.S. government agencies in achieving the Aquino 
Administrations goals of inclusive growth and poverty reduction.  
 

• On the U.S. side, PFG is part of President Barack Obama’s Presidential Policy 
Directive on Global Development, a program which elevates economic growth 
and resilience in countries committed to good governance as an approach to 
unlocking the economic growth. 
 

• PFG represents the enhanced engagement of 15 USG agencies. The U.S. 
Agency for International Development and the Millennium Challenge 
Corporation account for the majority of PFG financial resources amounting to 
more than $750 million. The U.S. Government has launched 19 projects to 
implement the PFG. The U.S. Treasury made possible the conversion of $31.8 
million in GPH debt owed to USAID. USAID partnered with six Philippine 
financial institutions to make available up to $90 million for financing needs of 
small and medium enterprises in secondary cities and priority sectors. 
 

V. US-Philippine security cooperation 
 
With President Barack Obama’s visit to the Philippines as a participant in APEC, 
an inevitable question that has always been raised is what has happened to the 
Enhanced Defense Cooperation Agreement (EDCA) which was signed when 
President Obama was in the Philippines over a year ago. I have been asked many 
times what progress has been made under the new agreement and what issues 
still need to be worked out. My answer is this: 
 
Enhanced Defense Cooperation Agreement (EDCA) 
 
• Yes, it has been almost a year since EDCA was signed just before President 

Barack Obama visited the Philippines on 28-29 April 2014. Many things, 
however, have happened since then.  
 



• A month after signing, a suit was filed in the Philippine Supreme Court by 
cause-oriented groups who believe that the agreement is not Constitutional4 or 
are not convinced on its merits. This is but natural in a democracy. I have had 
the privilege of witnessing firsthand the discussions and negotiations and the 
mutual respect and consideration between the US and the Philippines has 
been very evident.  

 
• I am hopeful that after the Supreme Court deliberates on the case, the 

mutuality of benefits that is characteristic of the agreement will be brought to 
fore and a ruling will be made manifesting the agreement’s full accord with the 
Philippine Constitution. 

 
 
 
 
 
 

                                                
4  Petitioners contended that the Respondents (SND, SFA, Panel members) committed grave abuse of discretion 

when they entered into EDCA as: 
(1) It constitutes a derogation of national sovereignty and territorial integrity (they gave US full control over 

Agreed Locations) 
(2) It contravenes national interest and is contrary to public policy and public interest (Philippine authorities were 

deprived of the power of taxation; EDCA violated Constitutional provision against presence of nuclear 
weapons in Philippine territory) 

(3) It amounts to lack or excess of jurisdiction since EDCA is essentially a basing agreement in violation of the 
Constitution and contrary to the tenets of international law. 

(4) It is not in implementation or furtherance of the Mutual Defense Treaty and the Visiting Forces Agreement 
(5) It is a Treaty and not merely an Executive Agreement and must therefore comply with the Constitutional 

requirements for the validity of a Treaty. 


