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About this thesis 
 
This thesis attempts to answer the hotly debated question: 
 
"What is happening to Philippine policy with China and the West Philippine Sea???" 
 
While the defense of the Republic of the Philippines is the focal point for this thesis, there can 
be no effective discussion about defense if it is narrowly confined to weaponry and military / law 
enforcement considerations alone. You can't talk about a birthday cake by focusing on the icing 
while paying no attention to the underlying cake. 
 
Policies made outside the military sphere define what can be done within that sphere. For that 
reason, proper understanding of the Duterte administration's approach to the China problem in 
the West Philippine Sea -- regardless of whether the reader agrees with it or not -- is a 
precondition for meaningful discussions about Philippine sovereignty. 
 
The best way to read this thesis is to proceed linearly, from start to finish, in the order it was 
written. However, being over 80 pages long, use the table of contents to jump to specific areas 
of interest, 
 
At the end of the day, the goal of the thesis isn't to advocate any single political point of view. It 
is merely to understand what the current administration is attempting to do . . . 
 
. . . without the noise of partisan politics. 
 
Once that understanding is acquired, then -- and only then -- can the average Filipino come up 
with an INFORMED opinion of prevailing policies, and meaningfully argue for OR against these 
policies. 
 
"If you can't argue the other side, you aren't entitled to an opinion" 
 
- Anonymous 
 
  



Chinese timing 
In September 1991, the Philippine Senate rejected a treaty that would have extended the lease 
of US military facilities in Subic Bay and Clark Air Force base beyond its original expiration date 
in 1991. As a result, the bases closed sans a proper Philippine plan for how to fill the power 
vacuum that the closure created. That set the stage for the contest of national wills between the 
Philippines and China which began with an aggressive, but ultimately modest, incursion in 
Mischief Reef in 1995, and has since escalated to a regional land-grab in the form of Beijing’s 
unprecedented island building campaign. 
 
By 2014, China knew that conditions were right to advance its interests at the expense of its 
rivals -- and it did. 
 

● United States 
● Japan 
● Australia 
● ASEAN 

 
China knew that our most powerful allies were distracted by all the other concerns listed above, 
and would lack the political will to halt the construction of their artificial islands. As in all things, 
timing is everything. China timed their territorial power-play well. 
 
When Chinese dredgers started sacrificing precious coral reefs for their island-building project 
that reclaimed 1,294 hectares of land from the South China Sea, all that an incredulous world 
could do was watch in awestruck silence. Rival claimants were left with little to do but fume and 
protest. 

United States 
The US was in no shape to mount a conventional war. The two 
wars-without-end in Iraq and Afghanistan had left the US electorate with 
little appetite for yet another armed conflict. While the Global War on 
Terror continues even today, and has even expanded to Africa, these 
focus on counter-insurgency campaigns -- mounted by special 
operations forces -- designed to bolster the effectiveness of the armed 
forces of partner countries. These were not high-profile operations on 
the scale of either Gulf Wars I or II. In contrast, any direct conflict with 

China would be. 
 
Domestic challenges associated with sequestration and the 2008 financial crisis arguably gave 
additional reason to pause and reconsider the wisdom of committing resources for war. 



Manifestations of the effect of these constraints on US military spending range from the USAF 
crisis with its fighter readiness, to the cancellation or reduction of big-ticket acquisitions. 
 
Arguably both resulted in an anemic “Pivot to Asia” that left China emboldened. 
 
The timidity of the US -- and NATO -- response to Russian annexation of the Crimea in 2014, as 
well as successful nullification of the UN Security Council in the matter of the Syrian Civil War in 
2012 -- by way of a joint Russia-China veto, proved to Beijing that it would be able to challenge 
international order with little consequence to itself. 
 
While the Mutual Defense Treaty between the Philippines and the United States remains 
relevant, proper acknowledgement of the fact that the MDT does not give the Philippines license 
to do whatever it wants -- and then expect the US defend it blindly -- is essential to any rational 
geopolitical calculation. 

Japan 
Japan remains the US’ strongest ally in the region, and remains the 
Philippines’ top lender. While it has consistently flexed its muscles in 
response to Chinese aggression in the Senkaku islands, its 
engagements in the South China Sea remain focused on beefing up 
regional coast guards. 
 
But even on the matter of Coast Guard strength, China's shipbuilding 

spree has eclipsed the Japanese Coast Guard, both in terms of number and size of vessels. 
Therefore a favorable repeat of a Japanese salvage operation in waters that China claimed to 
be its own, in 2002, is no longer a certainty. By 2015, China had wrestled the title "largest coast 
guard cutter" from Japan, when it commissioned the 12,000-ton cutter designated CGC 2901. 
 

https://www.japantimes.co.jp/news/2018/04/07/national/japan-holds-kickoff-ceremony-nations-first-full-fledged-rapid-deployment-amphibious-force/#.WsnAa4jwbD4
https://www.jica.go.jp/english/news/press/2013/131216_01.html
https://www.jica.go.jp/english/news/press/2013/131216_01.html
http://cimsec.org/east-asian-security-age-chinese-mega-cutter/16974


 

Australia 
Another regional partner, Australia, is itself struggling to contain 
China within its own sphere of influence: from Vanuatu to Papua 
New Guinea. All this while grappling with the fact that China 
remains one of its most important trading partners. 
 

ASEAN 
ASEAN was not designed effectively engage China in a territorial dispute. First of all, it is not 
actually a military alliance the way NATO, or even the South East Asian Treaty Organization 
(SEATO), was. By definition, it is an economic and socio-economic alliance. 
 
From: http://asean.org/asean/about-asean/overview/ 
 

< Edited > 
 
AIMS AND PURPOSES 
 
As set out in the ASEAN Declaration, the aims and purposes of ASEAN are: 
 
To accelerate the economic growth, social progress and cultural development in the region 
through joint endeavours in the spirit of equality and partnership in order to strengthen the 
foundation for a prosperous and peaceful community of Southeast Asian Nations; 
 

http://www.abc.net.au/news/2017-02-12/australia-uneasy-over-chinese-investment-and-influence-in-png/8263384
http://www.abc.net.au/news/2017-02-12/australia-uneasy-over-chinese-investment-and-influence-in-png/8263384
https://www.news.com.au/finance/economy/world-economy/china-has-threatened-australia-with-a-trade-war-if-growing-lack-of-trust-continues/news-story/d32f3dc0267906034af733876e6e2ef3
http://asean.org/asean/about-asean/overview/


To promote regional peace and stability through abiding respect for justice and the rule of 
law in the relationship among countries of the region and adherence to the principles of the 
United Nations Charter; 
 
To promote active collaboration and mutual assistance on matters of common interest in the 
economic, social, cultural, technical, scientific and administrative fields; 
 
< Edited > 

 
It actually lacks any explicit obligation to defend associate member states. If anything, it 
emphasizes non-interference in each other’s affairs. 
 
Furthermore, it is an association that relies on consensus to accomplish anything. 
 
From: 
http://asean.org/storage/2012/05/The-ASEAN-Charter-21-th-Reprint-Amended-17-05-2017-1.pd
f 
 

CHAPTER VII 
DECISION-MAKING 
 
ARTICLE 20 
CONSULTATION AND CONSENSUS 
 
1. As a basic principle, decision-making in ASEAN shall be based on consultation and 
consensus. 
 
2. Where consensus cannot be achieved, the ASEAN Summit may decide how a specific 
decision can be made. 
 
3. Nothing in paragraphs 1 and 2 of this Article shall affect the mode of decision-making as 
contained in the relevant ASEAN legal instruments. 
 
4. In the case of a serious breach of the Charter or non-compliance, the matter shall be 
referred to the ASEAN Summit for decision. 

 
This makes ASEAN relatively easy for China to neutralize and assure that it does not become a 
venue for diplomatic opposition to its ambitions. While much has been said about Duterte’s 
refusal to use ASEAN as a venue for protesting Chinese actions in the West Philippine Sea, 
ASEAN had already been defanged years earlier when Cambodia actively blocked any attempt 
association statements that would be unfavorable to China. First in 2012, then again in 2016. 
Adding further insult to injury, China openly thanked Cambodia for taking its side at ASEAN. 
 

http://asean.org/storage/2012/05/The-ASEAN-Charter-21-th-Reprint-Amended-17-05-2017-1.pdf
http://asean.org/storage/2012/05/The-ASEAN-Charter-21-th-Reprint-Amended-17-05-2017-1.pdf
https://www.reuters.com/article/us-southchinasea-ruling-asean-idUSKCN1050F6?


The scramble for a Philippine response 
As with many democracies, the Philippines is rarely of one-mind on anything. It is, therefore, no 
surprise that the country is unable to achieve consensus on a solution to the China threat. 
Debate about how to respond to Chinese aggression has stirred up polarized social discourse 
rooted in political one upmanship compounded by racial and regional bias. 
 
These us-versus-them discussions are often characterized by “reductio ad absurdum”. Both 
President Duterte and his opponents are both guilty of this. Oversimplifying the opposing side’s 
objections to their respective positions. 
 
Duterte, for example, stated in his public pronouncements that his approach is an alternative to 
open war with China. The vocal opposition, in turn, accused the administration of treason for 
refusing to vilify China for its territorial encroachment at every opportunity. Both assertions are 
ultimately fallacious statements meant to compress geopolitical concepts into formats that fit 
within soundbytes, tweets, and memes. All at the expense of a more comprehensive fact-based 
understanding of the underlying strategies at play. 
 
The relative weakness of the Armed Forces of the Philippines in a conventional conflict is no 
secret and is a broadly accepted fact. No multi-role fighters. A navy largely composed of WW-II 
vessels, none if which were armed with missiles. The list of force deficiencies go on. 
Challenging a regional power, militarily, would be national suicide. 
 
On the other hand, giving up territory to China -- a charge often leveled against the 
administration by its detractors -- would actually be a crime. When questioned on this matter by 
Al Jazeera, Duterte said that any move to surrender territory to China would be an impeachable 
offense. The President, who is actually a jurist by education, knows this limitation to his power 
all too well and is arguably not inclined to give his opponents the legal basis to undermine his 
policies in other spheres of concern. 
 
Neither war nor surrender of territory, therefore, are actually valid options. Alternative options 
were necessary. 
 
This admission of martial weakness is, arguably, the only point where the President and his 
critics agree. For everything else, especially the role that the international community -- 
particularly the Philippines’ traditional allies -- played in Philippine efforts to reclaim lost ground 
in the WPS, they were in fierce opposition. 
 
The administration’s opponents -- championed by a loose collection of cause-oriented and 
political groups that included the likes of Justice Antonio Carpio -- prefer a “third option”. One 
that is merely a continuation of the foreign policies of the Aquino administration. 
 

https://youtu.be/77qewVIdo3c


Aquino adopted a public hardline against China. A stance that saw Aquino likening China’s 
South China Sea policies with the expansionist policies of Nazi Germany in the 1940s at a 
public forum in Tokyo. This policy also saw the Philippines filing an arbitration case with 
UNCLOS to nullify China's nebulous 9-dashed line which forms official narrative for the basis of 
its claims to the South China Sea. 
 
Although the Philippines brought nothing to the table militarily, they contend that the United 
States, and traditional partners, could actually fight China on the Philippines’ behalf if asked, or 
-- at the very least -- bluff China into capitulation with the mere threat of allied force. They often 
point to the Mutual Defense Treaty with the United States as a shield behind which the 
Philippines could hide should the Chinese respond in force. Other, more optimistic voices, 
contend that the MDT actually gives the Philippines license to do whatever it saw fit to do within 
its territory and in contested waters. 
 
MDT advocates also point to the fact that UNCLOS arbitration ruling, which declared that 
China’s claim to the South China Sea had no basis in fact, as yet another trump card that could 
be employed against China. They argue for its use as a legal instrument for forcing China to halt 
its territorial ambitions, and as a means to galvanize a coalition of nations that would that defend 
the region from the kelptomaniac dragon. 
 
Proponents of the 3rd option find validation in the actions of both Indonesia and Vietnam who 
both maintain the same position as the Philippines did during the Aquino administration. They 
point to these two neighbors as having a found a middle-ground between open hostility and 
submission. The President’s critics question why the Philippine cannot follow suit. 
 
It is, however, important to flesh out the specifics of this 3rd option. 
 

● Evaluating the 3rd option: UNCLOS 
● Evaluating the 3rd option: MDT 

 
A variation of the “third option” would have the Philippines avoid war, but adopt a public 
anti-China position that emulates of the vocal Vietnamese and Indonesian stances towards 
China. Like the Aquino administration that used any bully pulpit available to call out China’s 
aggression, this variation of the same theme would attempt to build upon the reported 
momentum that had been built up by the UNCLOS arbitration results that ruled against the 
validity of China’s 9-dashed line claim. 
 
When considering this alternative, it is important to take stock of how effective this approach 
actually has been over the past decade. As gratifying as the sight of Vietnamese coast guard 
vessels ramming Chinese vessels, or Indonesian vessels conducting Freedom of Navigation 
Operations in the South China Sea are to Philippine nationalists, their geopolitical effect -- in the 
face of Chinese obstinacy -- is actually minimal at best. 
 



● Vietnam's losses 
● Indonesian calculations 

 

Evaluating the 3rd option: UNCLOS 
The cold hard fact about the UNCLOS ruling is that it did not actually grant the Philippines 
anything. All it did was nullify the 9-dashed line for the benefit of the world at large. Therefore 
the ruling does not bind any country to support the Philippine cause. 
 

PCA Case No. 2013-19 
 
In the Matter of the South China Sea Arbitration before the Aribitral Tribunal Constituted 
Under Annex VII to the 1982 United Nations Convention of the Law of the Sea 
Between the Republic of the Philippines and the People's Republic of China 
 
https://pca-cpa.org/wp-content/uploads/sites/175/2016/07/PH-CN-20160712-Award.pdf 

 
From page 84 of the document 
 

5. Exceptions and Limitations to Jurisdiction 
 
161. Finally, the Tribunal examined the subject matter limitations to its jurisdiction set out in 
Articles 297 and 298 of the Convention. Article 297 automatically limits the jurisdiction a 
tribunal may exercise over disputes concerning marine scientific research or the living 
resources of the exclusive economic zone. Article 298 provides for further exceptions from 
compulsory settlement that a State may activate by declaration for disputes concerning (a) 
sea boundary delimitations, (b) historic bays and titles, (c) law enforcement activities, and 
(d) military activities. By declaration on 25 August 2006, China activated all of these 
exceptions. 

 
The key bit to understand the text above is Article 298, which states 
 
http://www.un.org/depts/los/convention_agreements/texts/unclos/unclos_e.pdf 
 

Article 298 
 
Optional exceptions to applicability of section 2 
 
1. When signing, ratifying or acceding to this Convention or at any time thereafter, a State 
may, without prejudice to the obligations arising under section 1, declare in writing that it 
does not accept any one or more of the procedures provided for in section 2 with respect to 
one or more of the following categories of disputes: 

https://pca-cpa.org/wp-content/uploads/sites/175/2016/07/PH-CN-20160712-Award.pdf
http://www.un.org/depts/los/convention_agreements/texts/unclos/unclos_e.pdf


 
(a) (i) disputes concerning the interpretation or application of articles 15, 74 and 83 
relating to sea boundary delimitations, or those involving historic bays or titles, 
provided that a State having made such a declaration shall, when such a dispute arises 
subsequent to the entry into force of this Convention and where no agreement 
within a reasonable period of time is reached in negotiations between the parties, at the 
request of any party to the dispute, accept submission of the matter to conciliation under 
Annex V, section 2; and provided further that any dispute that necessarily involves the 
concurrent consideration of any unsettled dispute concerning sovereignty or other rights 
over continental or insular land territory shall be excluded from such submission; 
 
(ii) after the conciliation commission has presented its report, which shall state the reasons 
on which it is based, the parties shall negotiate an agreement on the basis of that report; if 
these negotiations do not result in an agreement, the parties shall, by mutual consent, 
submit the question to one of the procedures provided for in section 2, unless the parties 
otherwise agree; 
 
(iii) this subparagraph does not apply to any sea boundary dispute finally settled by an 
arrangement between the parties, or to any such dispute which is to be settled in 
accordance with a bilateral or multilateral agreement binding upon those parties; 
 
(b) disputes concerning military activities, including military activities by government vessels 
and aircraft engaged in non-commercial service, and disputes concerning law 
enforcement activities in regard to the exercise of sovereign rights or jurisdiction excluded 
from the jurisdiction of a court or tribunal under article 297, paragraph 2 or 3; 
 
(c) disputes in respect of which the Security Council of the United Nations is exercising the 
functions assigned to it by the Charter of the United Nations, unless the Security Council 
decides to remove the matter from its agenda or calls upon the parties to settle it by the 
means provided for in this Convention. 
 
2. A State Party which has made a declaration under paragraph 1 may at any time withdraw 
it, or agree to submit a dispute excluded by such declaration to any procedure specified in 
this Convention. 
 
3. A State Party which has made a declaration under paragraph 1 shall not be entitled to 
submit any dispute falling within the excepted category of disputes to any procedure in this 
Convention as against another State Party, without the consent of that party. 
 
4. If one of the States Parties has made a declaration under paragraph 1(a), any other State 
Party may submit any dispute falling within an excepted category against the declarant party 
to the procedure specified in such declaration. 
 



5. A new declaration, or the withdrawal of a declaration, does not in any way affect 
proceedings pending before a court or tribunal in accordance with this article, unless the 
parties otherwise agree. 
 
6. Declarations and notices of withdrawal of declarations under this article shall be deposited 
with the Secretary-General of the United Nations, who shall transmit copies thereof to the 
States Parties. 

 
The Duterte administration’s critics rallying cry against his China-policy had been his refusal to 
emphasize the UNCLOS ruling in every diplomatic engagement with China. On August 30, 
2019, Duterte gave his critics what they wanted and brought up the ruling with Chinese 
President Xi Jinping at a state visit to China. The result was as Duterte had predicted since his 
assumption of office: Chinese rejection of the claim. 

Evaluating the 3rd option: Mutual Defense Treaty (MDT) 
A strategy that relies on the US-PH MDT is a line of thinking with 
direct lineage to the ill-fated pre-World War II “War Plan Orange” 
that was supposed to have sent the US Pacific fleet across the 
Pacific to repulse an Imperial Japanese attack. As USAFEE forces 
retreated to Bataan as part of the plan discovered -- the hard way in 
April 9, 1942 -- the mere threat of retaliation did not prevent 
invasion, and the promise of reinforcement could be hampered by 
other more-pressing concerns. Unfortunately for the defenders of 

Bataan, the attack on Pearl Harbor had put the United States on the defensive and the security 
of the continental US had become paramount. They had become expendable. 
 
In addition to keeping the Bataan experience in mind, when weighing the value of the MDT as a 
shield, one must also be mindful of the wording of the treaty and the mechanics for 
enforcement. 
 
Article 4 and 5 of the US-PH treaty states 
 

ARTICLE IV 
 
Each Party recognizes that an armed attack in the Pacific Area on either of the Parties 
would be dangerous to its own peace and safety and declares that it would act to meet the 
common dangers in accordance with its constitutional processes. 
 
Any such armed attack and all measures taken as a result thereof shall be immediately 
reported to the Security Council of the United Nations. Such measures shall be terminated 
when the Security Council has taken the measures necessary to restore and maintain 
international peace and security. 

https://news.abs-cbn.com/focus/07/25/18/arbitral-ruling-book-author-slams-dutertes-defeatist-west-ph-sea-stance
https://news.abs-cbn.com/news/08/30/19/xi-rejects-philippines-arbitral-win-in-south-china-sea
https://www.globalsecurity.org/military/ops/war-plan-orange.htm
http://www.pacificwar.org.au/Philippines/FallBataanCorreg.html
http://avalon.law.yale.edu/20th_century/phil001.asp


 
ARTICLE V 
 
For the purpose of Article IV, an armed attack on either of the Parties is deemed to include 
an armed attack on the metropolitan territory of either of the Parties, or on the island 
territories under its jurisdiction in the Pacific or on its armed forces, public vessels or aircraft 
in the Pacific. 
 
Arguably, faith in the MDT’s use as a shield against China emanates from these two 
provisions in the treaty. Particularly in the segments that indicate that an attack on the 
“armed forces, vessels or aircraft” of either party will trigger the MDT. 

 
But how does this treaty ACTUALLY compare with other mutual defense agreements that the 
US has with its other allies and how is it enforced? 
 

● Treaty that created NATO 
● Treaty between US and Japan 

 
While the JP-US and PH-US mutual defense treaties both lack the automated response 
provision of the NATO treaty, the US has categorically declared that they recognize Japan’s 
claims to the Senkakus. The same cannot be said for the KIG. 
 
The discretionary nature of MDT activation, and the lack of overt commitment to defense of the 
KIG -- both of which represented the status quo long before the current administration came to 
office -- should give anyone pause when opting to rely on the MDT as a shield against Chinese 
aggression. 

Treaty that created NATO 
In the wake of 9-11 attack in New York City, the United States invoked 
Article 5 of the North Atlantic Treaty, thus paving the way for NATO 
involvement in Afghanistan. It was the first ever actual use of the treaty 
and demonstrated its mechanics. This how the NATO treaty laid out its 
obligation. 
 

Article 5 
 
The Parties agree that an armed attack against one or more of them in Europe or North 
America shall be considered an attack against them all and consequently they agree that, if 
such an armed attack occurs, each of them, in exercise of the right of individual or collective 
self-defence recognised by Article 51 of the Charter of the United Nations, will assist the 
Party or Parties so attacked by taking forthwith, individually and in concert with the other 



Parties, such action as it deems necessary, including the use of armed force, to restore and 
maintain the security of the North Atlantic area. 
 
Any such armed attack and all measures taken as a result thereof shall immediately be 
reported to the Security Council. Such measures shall be terminated when the Security 
Council has taken the measures necessary to restore and maintain international peace and 
security. 

 
As shown above, Article 5 of the NATO treaty has noteworthy differences with Article V of the 
US-PH MDT -- notably the use of the term “forthwith” in the stipulation for response to an attack. 
Unlike the treat with NATO, the MDT with the Philippines, instead, simply described the 
prescribed response as: 
 

“declares that it would act to meet the common dangers in accordance with its 
constitutional processes”. 

 
This difference in wording is arguably the result of the nature of the Soviet threat when the 
NATO treaty was drafted. Nevertheless, it means that as things stand, the US-PH MDT does not 
result in an automatic US response to a Chinese attack, as it requires observance of 
“constitutional processes” 
 
In United States jurisprudence, this would require a declaration of war. An inherently lengthy 
process that can be expedited depending on the perceived importance of the declaration. 
 
There is, however, an avenue for immediate military action in support of the MDT -- short of a 
declaration of war -- via executive action as permitted by the US War Powers Resolution of 
1973. Under this act, The President of the United States (POTUS) can authorize the use of 
military forces for a duration of 60 days, with an option to extend by another 30 days, after which 
congressional authorization would be required for continued operation. 
 
The MDT was written in 1951, at the height of the Cold War and when the Philippines was still 
host to numerous US military bases. The US needed unfettered access to these facilities, 
especially in the event of hostilities with the Soviet Union, so a treaty that tied the Philippines 
and the US to hip was a functional necessity. While post-bases relations with the US has 
improved in the wake of the 9-11 attacks, culminating in the drafting of the Enhanced Defense 
Cooperation Agreement (EDCA) which pseudo-institutionalized US presence in the Philippines 
as part of the Global War on Terror, the resources the US appears willing to commit to the 
Philippines is defined by the confines of counter-terrorism needs. For matters outside this scope 
the US remains unclear. 
 
In summary, triggering of the MDT is not automatic, and requires a political climate in 
Washington that is receptive to our point of view. This begs the question: 
 



Would the US be willing to go to war over territory that it doesn’t officially consider to be ours? 
 
Would any attempt, on our part, to enforce our claims that then results in China using deadly 
force on our forces constitute an act of defense . . . or could it be labelled as an offensive action 
and therefore declared as being out-of-scope for a “defense treaty”? 
 
These are CRITICAL questions to ask because contrary to common perception, not all defense 
relationships are created equal. 

Treaty between the US and Japan 
Japan and the US have codified their security relationship with their own security treaty. The 
treaty currently in-effect was ratified in 1960, and replaced the original treaty drafted in 1951. 
The wording of Article 5 of the US-PH MDT is actually closer in substance to the corresponding 
article in the Japan-US treaty. Even more so than the NATO treaty. 
 
However, while the form of the treaty has similarities, there is a fundamental difference in official 
pronouncements about how the US views the Kalayaan Island Group, and how it view’s Japan’s 
Senkaku islands, which are contest by both China and South Korea. 
 
Compare the stark difference in the US' statements about Chinese aggression with Japan and 
with their verbage with the Philippines.  
 
During the Obama administration: 
 

Obama: Senkakus Covered Under US-Japan Security Treaty 
U.S. President Barack Obama, for the first time, took a side on the Senkaku/Diaoyu dispute, 
backing Japan. 
By Ankit Panda 
April 24, 2014 
  
http://thediplomat.com/2014/04/obama-senkakus-covered-under-us-japan-security-treaty/ 
  
U.S. President Barack Obama opened his four-country Asia tour with a first stop in Tokyo. 
 
. . . 
 
In an interview ahead of his trip with Japan’s Yomiuri Shimbun, Obama said that the United 
States regards the Senkaku/Diaoyu Islands as falling under the purview of the U.S.-Japan 
security treaty and that the United States would oppose any attempt to undermine Japan’s 
control of the islands. “The policy of the United States is clear—the Senkaku Islands are 
administered by Japan and therefore fall within the scope of Article 5 of the U.S.-Japan 

http://thediplomat.com/2014/04/obama-senkakus-covered-under-us-japan-security-treaty/


Treaty of Mutual Cooperation and Security. And we oppose any unilateral attempts to 
undermine Japan’s administration of these islands,” Obama stated in the Yomiuri Shimbun. 

 
During the Trump administration: 
 

Mattis: US will defend Japanese islands claimed by China 
Brad Lendon-Profile-Image 
By Brad Lendon, CNN 
 
Updated 2:58 AM ET, Sat February 4, 2017 
 
https://www.cnn.com/2017/02/03/asia/us-defense-secretary-mattis-japan-visit/index.html 
 
(CNN)US Defense Secretary James Mattis on Saturday reaffirmed Washington's 
commitment to defending Japan, including a group of disputed islands which have been 
claimed by China. 
 
"I made clear that our long-standing policy on the Senkaku Islands stands -- the US will 
continue to recognize Japanese administration of the islands and as such Article 5 of the 
US-Japan Security Treaty applies," Mattis said in a press conference with Japanese 
Defense Minister Tomomi Inada. 
 
< Edited > 

 
While the Philippines is in greater need of US assistance with regard to Chinese aggression, 
Amercian verbiage is noticeably different. 
 
During the Obama administration: 
 

Aquino, Obama agree on Spratlys 
By: TJ Burgonio / @TJBurgonioINQPhilippine Daily Inquirer / 01:22 AM November 19, 2011 
 
http://globalnation.inquirer.net/18819/president-aquino-obama-agree-on-spratlys#ixzz4OYA
UUOmY 
 
< Edited > 
 
The two leaders squeezed in a 30-minute meeting before noon Friday at the Grand Hyatt 
Bali hotel on the sidelines of the Association of Southeast Asian Nations (Asean) annual 
summit, tackling maritime security, nuclear nonproliferation, disaster and humanitarian relief. 
 

https://www.cnn.com/2017/02/03/asia/us-defense-secretary-mattis-japan-visit/index.html
http://globalnation.inquirer.net/18819/president-aquino-obama-agree-on-spratlys#ixzz4OYAUUOmY
http://globalnation.inquirer.net/18819/president-aquino-obama-agree-on-spratlys#ixzz4OYAUUOmY


The Philippines is pushing to turn the disputed sea into a zone of peace, freedom, friendship 
and cooperation, which entails segregating disputed zones to allow free use and joint 
development of undisputed areas. This was  “noted” by other Asean countries. 
 
Despite the cool response, Philippine officials saw a glimmer of hope, after some of its 
neighbors manifested the need to move forward with a Declaration of the Conduct of Parties 
on the South China Sea and draw up a “binding set of rules” on the West Philippine Sea. 
 
< Edited > 
 
Paez said that while Obama made no commitment on the Manila proposal, Clinton clearly 
spelled out the US position  during her Manila visit early this week. 

 
During the Trump administration: 
 

No categorical commitment from US to defend PH in sea row 
By: Frances G. Mangosing - @inquirerdotnet INQUIRER.net / 04:09 PM June 02, 2018 
 
http://globalnation.inquirer.net/167418/no-categorical-commitment-from-us-to-defend-ph-in-s
ea-row-mattis-us-defense-mutual-defense-treaty-west-ph-sea#ixzz5MCxRF7o1 
 
SINGAPORE—US Defense Secretary James Mattis gave no categorical commitment on 
whether the Philippine-occupied features in the Spratly Islands in the West Philippine Sea 
(South China Sea) is covered by the 1951 Mutual Defense Treaty. 

 
While the JP-US and PH-US mutual defense treaties both lack the automated response 
provision of the NATO treaty, the US has categorically declared that they recognize Japan’s 
claims to the Senkakus. The same cannot be said for the KIG. 
 
The discretionary nature of MDT activation, and the lack of overt commitment to defense of the 
KIG -- both of which represented the status quo long before the current administration came to 
office -- should give anyone pause when opting to rely on the MDT as a shield against Chinese 
aggression. 

Vietnam’s losses 
Like China, the Communist Party of Vietnam -- particularly its Ministry of Foreign Affairs -- 
maintains a set of pre-programmed responses to perceived affronts to their interests. A protest 
for every action. While China claims “indisputable sovereignty” over the South China Sea, 
Vietnam’s response is a statement that describes their claims to be “incontestable”. It is, 
therefore, no surprise that they’ve taken a vocal stance towards China’s agenda. 
 

http://globalnation.inquirer.net/167418/no-categorical-commitment-from-us-to-defend-ph-in-sea-row-mattis-us-defense-mutual-defense-treaty-west-ph-sea#ixzz5MCxRF7o1
http://globalnation.inquirer.net/167418/no-categorical-commitment-from-us-to-defend-ph-in-sea-row-mattis-us-defense-mutual-defense-treaty-west-ph-sea#ixzz5MCxRF7o1
http://www.washingtonpost.com/wp-dyn/content/article/2010/07/30/AR2010073005664.html?noredirect=on
http://globalnation.inquirer.net/3631/vietnam-pm-says-sea-sovereignty-incontestable#ixzz5Husrjfk8


But despite the anti-China rhetoric, China actually continues to get its way even in areas actively 
claimed by Vietnam. Consider the following: 
 
Sansha City, the supposed Chinese capital of the South China Sea, is actually built on a former 
Vietnamese island in the Paracels 
 
The first large artificial island was built on Fiery Cross Reef, which is the site of a naval battle 
between China and Vietnam, where 3 Vietnamese transport ships were sunk, and 72 sailors 
were killed. Chinese construction there is essentially a national affront to the memory of lost 
Vietnamese lives. 
 

 
 
In March 2018, PetroVietnam withdrew an oil drilling contract from Repsol of Spain in response 
to Chinese threats. This resulted in a $200M loss for the Spanish company. 
 

South China Sea: Vietnam halts drilling after 'China threats' 
By Bill Hayton 
BBC News 
24 July 2017 
 
http://www.bbc.com/news/world-asia-40701121 
 
Vietnam has reportedly terminated a gas-drilling expedition in a disputed area of the South 
China Sea, following strong threats from China. 

http://defenseph.net/drp/index.php?topic=2995.0
http://www.bbc.com/news/world-asia-40701121


A source in the south-east Asian oil industry has told the BBC that the company behind the 
drilling, Repsol of Spain, was ordered to leave the area. 
It comes only days after it had confirmed the existence of a major gas field. 
 
Those reports have been corroborated by a Vietnamese diplomatic source. 
 
According to the industry source, Repsol executives were told last week by the government 
in Hanoi that China had threatened to attack Vietnamese bases in the Spratly Islands if the 
drilling did not stop. 
 
< Edited > 

 
Not surprisingly, this resulted in strained VN-Spanish relations. 
 

Repsol asks Vietnam for compensation after drilling project halted 
Reuters Staff 
MAY 4, 2018 
 
https://www.reuters.com/article/us-repsol-results-vietnam/repsol-asks-vietnam-for-compensa
tion-after-drilling-project-halted-idUSKBN1I517E 
 
MADRID (Reuters) - Spanish oil major Repsol is in talks with Vietnam’s state oil company 
and national authorities over compensation for the suspension of an oil drilling project in the 
South China Sea, its chief financial officer said on Friday. 
 
Vietnam halted the project in the “Red Emperor” block off its southeastern coast, which is 
licensed to Repsol, after coming under pressure from China, sources said in March. 
 
< Edited > 

 
This demonstration of Chinese power did not stop with Spain. Russian interests in Vietnamese 
waters were also threatened. 
 

Rosneft says South China Sea drilling is within Vietnam waters 
Reuters Staff 
 
https://www.reuters.com/article/rosneft-vietnam-southchinasea/rosneft-says-south-china-sea
-drilling-is-within-vietnam-waters-idUSL3N1SO39Z 
 
HANOI, May 17 (Reuters) - Drilling in the South China Sea by Rosneft is within Vietnamese 
territorial waters, the Russian state oil firm said in a statement on Thursday, two days after 
its Vietnamese subsidiary began drilling in Vietnamese waters claimed by China. 
 

https://www.reuters.com/article/us-repsol-results-vietnam/repsol-asks-vietnam-for-compensation-after-drilling-project-halted-idUSKBN1I517E
https://www.reuters.com/article/us-repsol-results-vietnam/repsol-asks-vietnam-for-compensation-after-drilling-project-halted-idUSKBN1I517E
https://www.reuters.com/article/rosneft-vietnam-southchinasea/rosneft-says-south-china-sea-drilling-is-within-vietnam-waters-idUSL3N1SO39Z
https://www.reuters.com/article/rosneft-vietnam-southchinasea/rosneft-says-south-china-sea-drilling-is-within-vietnam-waters-idUSL3N1SO39Z


Rosneft’s local unit, Rosneft Vietnam BV, is concerned that its recent drilling in an area of 
the South China Sea that falls within China’s “nine-dash line” could upset Beijing, two 
sources with direct knowledge of the situation told Reuters on Wednesday. 
 
“Offshore license areas of Rosneft on the South China Sea are situated within the territorial 
waters of Vietnam,” Rosneft said in its statement. 
 
< Edited > 
 

 
 
< Vanguard Reef > 
 
It’s worth noting that all these reversals unfolded despite Vietnam being the 8th largest importer 
of weaponry in the world, accounting for a third of all ASEAN imports in 2015. An arms spree 
that included Scud ballistic missiles . . . 
 
https://www.youtube.com/watch?v=P1iqatRTVXs 
 

 
Screen capture of a QPVN video 

 

https://thediplomat.com/2016/10/vietnams-military-modernization/
https://thediplomat.com/2016/10/vietnams-military-modernization/
https://www.youtube.com/watch?v=P1iqatRTVXs


. . . Sukhoi SU-27 multi-role fighters . . . 
 
https://www.youtube.com/watch?v=LXbt8y28EhU 
 

 
Screen capture of a QPVN video 
 

. . . and even submarines 
 

 
 
Military might alone was simply not enough to deter Chinese designs. Open belligerence alone 
did not create a clear path to victory. At least up to this point.  

Indonesian calculations 
Another country with which Philippine policies have been compared -- unfavorably -- is 
Indonesia. In contrast to Duterte’s strategy of conciliatory engagement, Indonesia’s Joko 
Widodo has opted for open resistance, punctuated by a cabinet meeting off the Natuna islands. 
It was a clear, public, rebuff of Chinese claims to the Indonesian portion of the South China Sea. 

https://www.youtube.com/watch?v=LXbt8y28EhU
https://www.reuters.com/article/us-southchinasea-indonesia-idUSKCN0Z909D


 

 
Indonesian President Joko Widodo stands on the deck of the Indonesian Navy ship KRI Imam Bonjol after chairing a limited cabinet 
meeting in the waters of Natuna Islands, Riau Islands province, Indonesia June 23, 2016 in this photo provided by Antara Foto. 
Antara Foto/Setpres - Krishadiyanto/ via REUTERS 

 
While the geopolitical position that Indonesia carved for itself appears appealing at first glance, 
the nature of that position must be thoroughly understood before it is replicated. Despite the 
obvious nationalistic appeal of a President sailing into waters that China claims as it own, it is 
critical to understand the Indonesian calculation that made this display worth-the-risk. Without 
that understanding, mounting a Philippine equivalent to this exercise would be putting the cart 
before the horse. 
 
Arguably, central to that calculation is the fact that Indonesia is the largest economy in South 
East Asia. Even China felt the sting of that power in 2014 when Indonesia adopted a nationalist 
export policy that forbade the export of raw mineral ore. This act, -- designed to stimulate 
development of in-country ore processing capability -- had a detrimental effect on a Chinese 
economy that was heavily dependent on Indonesian Nickel imports. Nickel is used to make 
stainless steel, and China sourced half of its Nickel requirements from Indonesia. 
 
Coupled to this economic engine is a significant conventional-warfare-capable military that was 
well suited for projecting power over its maritime approaches. The Indonesian submarine force, 
for example, is the oldest organization of its type in South East Asia, and is an advantage that 
the Indonesian Navy is keen to maintain. 
 

http://www.insideindonesia.org/the-life-and-death-of-indonesia-s-mineral-export-ban
http://gentleseas.blogspot.com/2015/11/indonesian-submarine-history-and-youtube.html
https://navaltoday.com/2016/10/25/dsme-launches-second-chang-bogo-class-submarine-for-indonesia/


 
 
A vibrant domestic military shipbuilding industry not only supplies Jakarta’s navy with ships 
ranging from missile armed frigates to amphibious assault ships, but also caters to the demands 
of the export market, to include the Philippine Navy. 
 

 
 
The Indonesian Air Force, for its part, retains a potent mix of Western and Russian fighter 
aircraft that form the cutting edge of a force that is thoroughly modern, sophisticated, and is also 
embargo proof. If one block of suppliers withholds logistical support, the other block benefits 
from the shift in focus. 
 

http://defenseph.net/drp/index.php?topic=15.msg4672#msg4672
https://en.antaranews.com/news/83985/us-offers-24-f-16-fighters-in-grant-to-indonesia
http://defenseph.net/drp/index.php?topic=1162.0


 
A pilot from the USAF&#8217;s 514th Flight Test Squadron makes a high-speed pass in an Indonesian F-16C Fighting Falcon 
during a functional check flight in November, at Hill Air Force Base in Utah. The jet is the last of 24 F-16s to be delivered to the 
Indonesian Air Force as part of an acquisition agreement approved by the US government. (US Air Force) 

 
The third variable in this equation, one that puts the first two in the proper perspective is the 
nature of China's claims against Indonesia. China has already publicly announced that it 
recognizes Indonesian sovereignty over the Natuna islands — which is on the outer edge of 
China’s tongue-shaped 9-dashed line claim. The sole point of contention is Beijing’s insistence 
in the existence of overlapping claims betweens the ill-defined 9-dashed line and Indonesia’s 
EEZ. A claim that Jakarta has definitively rejected. 
 

 

http://www.scmp.com/news/asia/southeast-asia/article/2130258/us-may-upset-beijing-after-it-backs-indonesian-claim-south


 
The two earlier advantages, combined with the fact that China -- as of writing -- is not on the 
verge of occupying any particular Indonesian island or atoll, gives Indonesia the geopolitical 
flexibility that both the Philippines and Vietnam lack. 
 
The gravity of Sino-Indo tensions is arguably nowhere near as tense as those between China, 
Vietnam, and the Philippines. The Indonesian Foreign Ministry has defined their China-problem 
as merely a law enforcement matter. Given the Natuna islands’ location relative to the Philippine 
and Vietnamese claims, it is easy to understand why Indonesia would not expect to be as high 
on China’s priority list as either Manila or Hanoi. 
 
However, despite its relatively strong defensive position towards China, Indonesia still 
recognizes the value of engagement with China. In the wake of the Nickel ban meant to 
stimulate domestic industries, Chinese companies actually answered the call to build the 
facilities to achieve the Indonesian government’s ends. Indonesia is also poised to enter into 
“Silk Road” initiative projects with China worth $23.3B. 
 
Unlike Philippine nationalists, Indonesia understands that China is not merely a phenomenon 
that will disappear when ignored. It is here to stay. As Indonesia’s Coordinating Minister for 
Maritime Affairs Panjaitan explained: 
 

"We must be smart (as) all (countries are eyeing opportunities). It is a matter of being smart 
to eye opportunities to derive more benefits," he pointed out.” 

 
In keeping with this “being smart” approach, Indonesia continues to engage with China, but has 
opted to work with China through state-owned Indonesian corporations. Thus insulating the 
country from sovereign debt. 

Defining the parameters of the problem 
The Philippine Constitution describes what is at stake in the pseudo-war with China. 
 
From: http://www.officialgazette.gov.ph/constitutions/1987-constitution/ 
 

ARTICLE I 
 
National Territory 
 
The national territory comprises the Philippine archipelago, with all the islands and waters 
embraced therein, and all other territories over which the Philippines has sovereignty or 
jurisdiction, consisting of its terrestrial, fluvial, and aerial domains, including its territorial sea, 
the seabed, the subsoil, the insular shelves, and other submarine areas. The waters around, 

http://blogs.platts.com/2015/09/03/indonesia-ore-export-ban-china-nickel-resources/
https://en.antaranews.com/news/115354/indonesia-china-sign-us233-billion-cooperation-contracts-under-belt-and-road
https://www.straitstimes.com/asia/se-asia/indonesia-wants-bri-projects-to-be-in-line-with-national-development-plan-no-government
http://www.officialgazette.gov.ph/constitutions/1987-constitution/


between, and connecting the islands of the archipelago, regardless of their breadth and 
dimensions, form part of the internal waters of the Philippines. 
 

As with any properly drafted constitution, Article I does not actually layout the specifics of the 
boundaries of Philippine territory. Responsibility for those specifics has been given to the 
Legislative branch. 
 
From: http://www.officialgazette.gov.ph/constitutions/1987-constitution/ 
 

ARTICLE VI 
 
The Legislative Department 
 
SECTION 1. The legislative power shall be vested in the Congress of the Philippines which 
shall consist of a Senate and a House of Representatives, except to the extent reserved to 
the people by the provision on initiative and referendum. 

 
Congress performed its duty to define the country’s boundaries when it passed Republic Act 
9522, which defined the archipelagic baseline of the territorial sea of the Philippines. From: 
http://www.lawphil.net/statutes/repacts/ra2009/ra_9522_2009.html 
 

Republic Act No. 9522             March 10, 2009 
 
AN ACT TO AMEND CERTAIN PROVISIONS OF REPUBLIC ACT NO. 3046, AS 
AMENDED BY REPUBLIC ACT NO. 5446, TO DEFINE THE ARCHIPELAGIC BASELINE 
OF THE PHILIPPINES AND FOR OTHER PURPOSES 
 
Be it enacted by the Senate and House of Representatives of the Philippines in Congress 
assembled:: 
 
Section 1. Section 1 of Republic Act No. 3046, entitled "An Act to Define the Baselines of the 
Territorial Sea of the Philippines", as amended by Section 1 of Republic Act No. 5446, is 
hereby amended to read as follows: 
 
Section 1. The baselines of the Philippines archipelago are hereby defined and described 
specifically as follows: 
 
Basepoint Number 

 
This law, in turn, was written in accordance with the requirements set forth by the Philippines 
alignment with the United Nations Convention on the Laws Of the Sea (UNCLOS).  
From: http://www.un.org/depts/los/convention_agreements/texts/unclos/part2.htm 
 

http://www.officialgazette.gov.ph/constitutions/1987-constitution/
http://www.lawphil.net/statutes/repacts/ra2009/ra_9522_2009.html
http://www.un.org/depts/los/convention_agreements/texts/unclos/part2.htm


SECTION 2. LIMITS OF THE TERRITORIAL SEA 
 
Article 
 
Breadth of the territorial sea 
 
Every State has the right to establish the breadth of its territorial sea up to a limit not 
exceeding 12 nautical miles, measured from baselines determined in accordance with this 
Convention. 

 
The references above provide the official, legal, basis for the Philippines’ territorial claims. They 
are not only noteworthy for what is written in the letter of the law . . . but also for what is not 
codified in the document. While the law is very clear about what belongs to the Philippines, and 
therefore what the Philippines cannot part with, it is actually silent about how protection of such 
territory is implemented. 
 
The power to enforce laws and protect Philippine sovereignty is not given to Congress and its 
committees that produce a never-ending series of hearings-in-aid-of-legislation. That power also 
does not reside in the hand of jurists who, as private citizens enjoying their rights to free speech, 
choose to air their personal opinions about how laws ought to be implemented. This power is 
the sole responsibility -- and burden -- of the Executive department. 
 
From: http://www.officialgazette.gov.ph/constitutions/1987-constitution/ 
 

ARTICLE VII 
 
Executive Department 
 
SECTION 1. The executive power shall be vested in the President of the Philippines. 

 
At the end of the day . . . how the Philippines implements foreign policy is the purview of the 
Executive. 
 
Upon assuming office, the Duterte administration assumed responsibility for dealing with an 
agitated foreign dragon. The international rebuff of China’s policies by the UNCLOS tribunal was 
a blow to Chinese prestige. A blow at a time when the Chinese President, Xi Jin Ping was 
grapling with his own domestic political agenda that culminated in numerous high-profile 
prosecutions and/or imprisonment of retired generals, as well as a powerplay that abolished 
term limits for his office. 
 
While political reversals could spell the end of an administration in a Philippine setting, the 
consequences could be more significant for authoritarian regimes like China. In a system of 
government where legitimacy does not stem from consent of the governed -- as it is in a 

http://www.officialgazette.gov.ph/constitutions/1987-constitution/
https://www.theguardian.com/world/2016/jul/12/philippines-wins-south-china-sea-case-against-china
https://pca-cpa.org/en/cases/7/
https://www.npr.org/sections/parallels/2014/05/14/310695052/china-puts-brass-on-trial-in-fight-against-military-corruption
https://www.npr.org/sections/parallels/2014/05/14/310695052/china-puts-brass-on-trial-in-fight-against-military-corruption
http://abcnews.go.com/International/wireStory/china-defends-planned-scrapping-presidential-term-limit-53496512
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http://www.scmp.com/week-asia/opinion/article/2081494/xis-new-core-status-sign-strength-or-weakness


democratic system -- but rather from the perceived raw power of a central authority, perceptions 
of weakness are intolerable. 
 
Therefore, a Philippines that defiantly stands up for itself, but lacks . . . 
 
. . . the military strength of Vietnam . . . 
 
. . . the economic resilience and geographical distance of Indonesia . . . 
 
. . . and is dependent on allies that are either threatened by China or are embroiled in other 
domestic and geopolitical concerns . . . 
 
. . . could very well become low-hanging fruit for a display of Chinese political power. Not so 
much for international consumption, but for the benefit of the enemy that the Chinese leadership 
fears most: internal Chinese politics. 
 
Panatag Shoal, also referred to as “Scarborough Shoal” or “Bajo Masinloc’, has already been 
under virtual Chinese control since 2012 -- thanks, in no small part to a miscalculation during 
the previous administration. This involved a maritime law enforcement engagement by the BRP 
Gregorio del Pilar at the shoal. The use of the Philippine Navy flagship in the incident introduced 
a military vessel into what had been hitherto a purely coast guard affair and threatened to 
draw-in a military response from China. This, and the subsequent withdrawal from Scarborough 
by all Philippine forces -- both Philippine Navy and Philippine Coast Guard -- without a 
corresponding withdrawal by Chinese forces, created the situation that Secretary of National 
Defense Lorenzana described as “mismanagement”. 
 
The cold hard truth that the Duterte administration faced was that there was virtually nothing 
that actually prevented China from continuing its island building campaign on the shoal at our 
expense. In fact, such a move could remind Xi Jinping’s opponents of his ability, and 
willingness, to wield power. 
 
While Duterte’s usual rhetoric equates a Chinese response to a Philippine protest with military 
action, this is arguably hyperbole to simplify the message for the average Filipino. In reality, 
China does not even need to engage in an actual shooting war to wield power over the 
Philippines. It could achieve the same effect by simply holding the Philippine economy hostage. 
 
According to data compiled by the Philippine Statistics Authority, China, combined with Hong 
Kong, account for 24.5% of all Philippine exports, and 18.8% of Philippine imports. More than 
any other country, including either Japan or the US. 
 
From: https://psa.gov.ph/content/highlights-philippine-export-and-import-statistics-june-2017 
 

https://nationalinterest.org/commentary/learning-the-lessons-scarborough-reef-9442
http://globalnation.inquirer.net/167698/past-admin-mismanaged-west-ph-sea-dispute-lorenzana#ixzz5ICmwRX8y
https://psa.gov.ph/content/highlights-philippine-export-and-import-statistics-june-2017


 
 
China demonstrated their willingness to use exports as a means to express its displeasure at 
the Philippines during the PH-CN Banana War. The Philippine Banana Growers and Exporters 
Association first sounded the alarm about China’s actions in 2012. Between 2014 and 2016, 
exports of the product to China dropped from $300M to under $100M. 
 
At the start of the Duterte administration in May 2016, the Philippines launched a charm 
offensive aimed at reducing PH-CN tensions. What followed was a dramatic rise in banana 
imports. The war was over. 
 
The relative brevity of that engagement meant that China wasn’t given reason to apply its 
influence over a broader swath of the Philippine economy. Nevertheless, the point had already 
been made. The potential for consequences was clearly there. The global nature of China’s 
economic reach meant that it could theoretically bleed the Philippines dry, by directing its export 
and import needs to other countries that were be all-too willing to increase their share of the 
Chinese market. Indonesia witnessed the latter when it withheld Nickel ore exports from China, 
and the dragon easily found replacements, discussed earlier in this article, and has since 
reversed its ban. 

The way forward 
The President has never been known as a gifted orator. Something that his supporters point to 
as proof of his authenticity, while critics his have, thus far, not been able to see past. Duterte’s 
penchant for impromptu discussions and Visayan-style hyperbole don’t lend themselves to 
consistent and accurate reporting in the media, and have thus created a perception of policy 
flip-flopping. 
 

http://defenseph.net/drp/index.php?topic=305.0


But the core elements of the Preisdent’s policies, towards China and others, have remained 
consistent. The President reinforced this recently — in his characteristically broken, 
Visayan-structured, speech — during the Philippine Navy’s 120th anniversary. 
 
From: 
https://pcoo.gov.ph/wp-content/uploads/2018/05/20180522-Speech_of_President_Rodrigo_Roa
_Duterte_during_the_120th_Philippine_Navy_Anniversary.pdf 
 

"Ladies and gentlemen, I would have wanted to share with you my insights in the matter of 
the West Philippine Sea, its dynamics and, of course, the implication of geopolitics. But for 
lack of material time, I may do it some other venue which I think you‟d be more comfortable 
to wait and listen to the policy. 
 
It has something to do with my desire to defend but at the same time not to make any move 
that would be destructive to the nation. I cannot afford at this time to go to war. I cannot go 
into a battle which I cannot win and it would only result in the destruction and 
probably a lot of losses for our Armed Forces. 
 
Ako gusto ko, I really want to do something to assert. But you know, when I assumed the 
presidency, there was already this ruckus in the West Philippine Sea. It used to be China 
Sea. 
 
And because in my simple calculation, in every common sense that‟s available to me, I 
would have taken a stronger but probably a more violent way of doing it. And I said in my 
own estimation, it would be a great loss to the nation and probably end up losing a war. And 
all of these things I have wanted to made known to you and whether you accept it or not, 
that is the reality on the ground. 
 
It‟s geopolitics. You well know what are at stake. I cannot rely just on one nation and 
country to defend us and maybe to help us in our hour of need" 

 
War is clearly not an option, for reasons already detailed earlier and as outlined by the 
President in his speech above. Surrender would violate the constitution, and is therefore an 
equally invalid option. The ability to hide behind our allies is questionable as is the validity of the 
opposition’s 3rd option. 
 
Duterte needed a 4th option. 

The 4th option 
Star Trek fans would recognize the Duterte administration’s chosen course of action as a 
“Kobayashi Maru” solution. A re-writing of the rules of the game to win a “no-win” scenario. 
 

https://pcoo.gov.ph/wp-content/uploads/2018/05/20180522-Speech_of_President_Rodrigo_Roa_Duterte_during_the_120th_Philippine_Navy_Anniversary.pdf
https://pcoo.gov.ph/wp-content/uploads/2018/05/20180522-Speech_of_President_Rodrigo_Roa_Duterte_during_the_120th_Philippine_Navy_Anniversary.pdf
https://youtu.be/X6fMuUraWtc


A favorable solution to the China-problem requires levels of out-of-the-box-thinking at the 
executive level traditionally absent from Malancanang. It calls for a uniquely Filipino solution that 
matures relations with traditional allies -- that are more accustomed to either an overly 
agreeable Philippine stance or a mendicant mindset; engages non-traditional players to broaden 
the country’s geopolitical engagements, and redefines PH-CN relations to the Philippines’ 
advantage.  
 
The audacious goal of the 4th option is, simply put: to convince China to see things our way. To 
conduct itself in a manner that conforms to our own laws, thus blurring — if not eliminating — 
the distinction between how we would conduct our affairs had China simply vanished from the 
face of the Earth and Duterte’s desired end-state that grants us unimpeded use and access to 
resources that are ours to begin with. It results in full exercise of our sovereignty . . . but without, 
initially, the pomp and circumstance that comes with it 
 
If China were a bully, Option 1 would have started a fight with the bully that could only end with 
us in either a wheelchair or the grave. Option 2, surrender, would leave us with nothing. Option 
3 would have us pick a fight with the bully while hiding behind a big, but distracted neighbor that 
retains the option to go to the movies whenever he wants . . . regardless of our fitness to resort 
to option 1 when we are left alone. 
 
Option 4 would have the bully wonder why he had to act like a douche bag in the first place . . . 
and learn to play nice. It would not make the bully go away, but would essentially make him 
leave us alone. All the while . . . wondering who we would side with if he ever decided to pick a 
fight with our big neighbor. 
 
While the need to continue, even accelerate, the AFP modernization program remains, Option 4 
will not be achieved by a feat of arms, as the Philippines currently lacks the martial power to 
enforce its policies, and its allies remain uncommitted to support Philippines claims. It will not be 
a result of international pressure, as force and shame simply gives China a 
domestic-politics-based incentive to dig in its heels. 
 
It will require the use of a mix of incentives, gamesmanship, and polite resolve, to maneuver the 
kleptomaniac dragon into recognizing our claims, and to conduct its activities -- whatever they 
may be -- on our terms. IF this plan works . . . it will be a triumph of unconventional diplomacy 
AND financial deterrence. 
 
Chinese financial self-interest -- not the threat of war -- will force China to respect Philippine law 
and Philippine claims. 
 
If this approach sounds far fetched and fantastic, contrast it with the alternative: 
 



Cowering behind our allies in the hope that they would fight our battles for us while we 
have no practical means to join the fight alongside them, and hope that our economy 
doesn’t stall in the meantime as they finish OUR job for us. 
 
Would the US and our other allies really want to fight for us while we had no skin in the game? 
It’s worth noting that merely agitating China with diplomatic protests isn’t actually synonymous to 
“skin in the game”. Poking the dragon without an overall plan for success is a plan to fail. 
 
Option 4 shows our allies that we have matured as a nation, are able to think for ourselves, and 
is now a capable partner for any nation that chooses to call us friend, rather than a dependent 
state to be propped up. 
 
How do we know its working? 
  
The key to understanding The President’s intentions is remembering that he is a nationalist first 
. . . all other labels second. Not communist . . . not internationalist . . . it is Pinoy-first. Any 
actions in pursuit of that holy-grailish 4th option must, therefore, be viewed in this context. 
 
Words are infamously cheap. Therefore the average Filipino understandably expects to see 
proof of Duterte’s policies. 

What has been prevented 
On May 29, the Department of Foreign Affairs revealed that there were “red lines” that it said 
would indicate that the 4th option was not working. Namely: A change in the status quo in 
Scarborough / Panatag / Majo Masinloc shoal, any moves taken against the garrison on 
Ayungin Shoal, onboard the BRP Sierra Madre. 
 
Despite having virtual control over the shoal since 2011, the island building campaign on 
Philippine shoals undertaken in Subi and Mischief Reefs in 2015, have not been replicated on 
Panatag . . . at least for now. For as long as that status quo remains, then that is actually a win 
for the 4th Option. 
 

https://thediplomat.com/2016/10/is-duterte-nation-building-in-the-philippines/
http://defenseph.net/drp/index.php?topic=1180.0
http://defenseph.net/drp/index.php?topic=3477.0
http://defenseph.net/drp/index.php?topic=393.0


 
 
Recently, the plight of Filipino fishermen from Masinloc town, that depend on Panatag for their 
livelihood were brought to the spotlight because of harassment by Chinese Coast Guardsmen 
who would selectively confiscate their catch. 
 

 
 
 

http://www.gmanetwork.com/news/news/nation/656099/chinese-coast-guard-take-pinoy-fishermen-rsquo-s-catch-in-scarborough-shoal/story/


 
 

 
 
While this disruption of livelihood is unacceptable, it is worth noting that up until the the closing 
months of the Aquino administration, Filipino fishermen were not even able to approach 
Panatag without being told to leave. As intolerable as the sight of Filipino fishermen being 
robbed of their catch is . . . in the grand scheme of things, this remains an improvement of over 
what activities that transpired prior to 2016 In the video below, fishermen who sought shelter in 
Panatag from rough seas were actually forced to leave with water cannons. 
 

https://www.youtube.com/watch?v=yxzo3JS7snw


 
 
A virtual quarantine of the shoal had been in effect since 2012, as an Al Jazeera news crew 
experienced for itself. 
 

 
 
Relaxation of this quarantine policy started shortly after the change of administration in 2016. By 
any rational measure, this is a CLEAR win for the 4th option. 
 

https://www.youtube.com/watch?v=R28-b-nNtR0
https://www.youtube.com/watch?v=0fAMh9WXxmM


 
 
Filipino fishermen still lack full, unfettered access to the fishing grounds to which they are 
entitled by Philippine and international law. But enduring extortion remains a step-up from 
quarantine. 
 
In February 2018, the Philippines and China established a communication channel for 
grievances. Upon receipt of the report about the conduct of Chinese Coast Guardsmen towards 
Filipino fishermen, the Department of Foreign Affairs reportedly escalated the grievance to their 
Chinese counterparts using this mechanism. Only time will tell how this progresses. 

What has, or is currently being done 
On the matter of what is being done. In keeping with the objective of de-escalating tensions, the 
Duterte administration has deliberately been low-key in its efforts to improve its defenses on 
Pag-asa. As a result, releases of information are few and far in-between and only available after 
completion of the activity. 
 
Whereas the previous administration would publish plans years in advance and often 
under-deliver . . . the current administration actually takes the opposite track, going so far as to 
either claim that defensive measure aren't worth doing, or down play their value, but quietly 
implement these defensive measures. It is an approach that feeds the "flip-flop narrative", and 
continues to provide the vocal opposition with sound bytes. But remains in-keeping with the 
overall strategy. 
 
On April 2017, the administration publicly issued a directive to bolster its defenses in the 
Kalayaan Island Group. Within that month, the Secretary of National Defense, Sec. Delfin 
Lorenzana, visited Pag-asa Island in the KIG via a C-130 transport aircraft, and in the shadow of 

http://www.pna.gov.ph/articles/1037298
http://globalnation.inquirer.net/167692/cayetano-dfa-acting-shoal-harassment#ixzz5I4soZlnW
http://www.gmanetwork.com/news/story/606119/news/nation/duterte-orders-afp-to-occupy-phl-islands-in-south-china-sea#sthash.ejJtvBfa.dpuf


the Philippine Navy flagship, the BRP Gregorio del Pilar, to inspect existing facilities. It is worth 
noting that cabinet-level representatives of the previous administration never mounted such a 
display. 
 

 
 
In August 2017, the Philippine Navy was permitted to reveal noticeable improvements in the 
material condition of the Ayungin Shoal outpost. 
 
https://www.facebook.com/navalforceswest/posts/1448060261915503 
 

 
 

https://www.facebook.com/navalforceswest/posts/1448060261915503


While photos of improvements within the ship were never revealed, photos showed to select 
community members -- in confidence -- revealed noteworthy improvements to the habitability of 
the grounded ship. 
 
Such secrecy is in keeping with the administration’s fence-mending policies. However, satellite 
photos of ongoing repairs to Rancudo airfield on Pag-asa Island provided conclusive proof that 
despite the ongoing “charm offensive” with China, the administration was not actually meekly 
surrendering territory in pursuit of the dreaded “Option 2” . . . and that Option 4 was well 
underway. 
 
https://amti.csis.org/philippines-launches-spratly-repairs/ 
 

Philippines Launches Spratly Runway Repairs 
Published: May 25, 2018 
 
The Philippines has begun long-delayed repairs to its crumbling runway at Thitu, or 
Pag-asa, Island, the largest of its nine outposts in the Spratly Islands and home to upwards 
of 100 civilians and a small military garrison. Thitu sits just over 12 nautical miles from 
China’s air and naval base at Subi Reef, and was the site of a tense standoff with a Chinese 
flotilla last August. Philippine defense officials in April 2017 announced that they would be 
upgrading facilities at the country’s occupied islands and reefs, but little work was apparent 
until now. In addition to the runway repairs, a comparison of recent imagery with photos from 
February 2017 shows minor upgrades to facilities on Thitu and three other outposts in the 
last year. 
 

 
 
Satellite imagery from May 17 shows two barges anchored just off the western edge of the 
Thitu Island runway, which collapsed into the sea years ago. It appears that a grab dredger, 
consisting of a crane with a clamshell bucket, is installed on the smaller barge to the west, 
while the other carries a backhoe. Loose sediment from dredging can be seen in the water 

https://amti.csis.org/philippines-launches-spratly-repairs/


around the two barges and freshly-deposited sand is visible along the northern edge of the 
runway. 
 
This method of dredging is similar to that used by Vietnam at several of its outposts in recent 
years. While still harmful to the marine environment, it affects surrounding reefs at a smaller 
scale and is far less environmentally destructive than the suction cutter dredging undertaken 
by China, which destroyed thousands of acres of reef from late 2013 to early 2017. 
 
 

 
 
According to 2014 reports, when repairs were previously mooted, the repair process would 
involve two steps. First, dredgers would clear a small harbor on Thitu near the runway. The 
coral reef surrounding Thitu makes it impossible for large ships to approach, as evidenced 
by the rusting hulk of the BRP Lanao del Norte, a Philippine Navy ship that ran aground in 
2004 while trying to dock. Once dredgers have cleared a harbor and an approach, larger 
ships carrying the heavy machinery necessary to repair the runway would be able to dock 
and begin the second step, focused on the runway. 
 
The airstrip at Thitu Island was originally constructed in the 1970s and was the first runway 
in the Spratly Islands. It is officially 1,300 meters long, but the real figure is closer to 1,200 
due to the collapse of the western end. That, along with the poor condition of the runway 
surface, makes landings and takeoffs difficult for Philippine C-130s like the one that carried 
Gen. Gregorio Catapang Jr., then chief of the Armed Forces of the Philippines, to the island 
in May 2015: 
 
In addition to the start of work on the runway, other upgrades are visible around Thitu. At 
least seven new buildings have been constructed in the last year, with four near the 
residential area on the eastern side of the island, one near the administrative facilities at its 
center, another along the northern shore, and one at the western end next to the island’s 
basketball court, which has received a fresh coat of paint. Defense secretary Delfin 



Lorenzana said in November that the country had started building a new beach ramp to 
more easily bring in supplies, but that site cannot be seen in the May 17 imagery due to 
cloud cover and no new ramp was visible as recently as February. 
 

 
 

 
 



 
 

 
 
 
The new beaching ramp is a priority 
 

Lorenzana sees repair of Pag-asa runway in Spratlys finished by end of 2019 
By: Frances Mangosing - Reporter / @FMangosingINQ INQUIRER.net / 07:40 PM August 
14, 2018 
 
http://globalnation.inquirer.net/169046/lorenzana-sees-repair-of-pag-asa-runway-in-spratlys-
finished-by-end-of-2019 
 

http://globalnation.inquirer.net/169046/lorenzana-sees-repair-of-pag-asa-runway-in-spratlys-finished-by-end-of-2019
http://globalnation.inquirer.net/169046/lorenzana-sees-repair-of-pag-asa-runway-in-spratlys-finished-by-end-of-2019


The eroded airstrip on Philippine-occupied Pag-asa Island (Thitu) in the West Philippine Sea 
(South China Sea) will be completed before the end of next year, Defense Secretary Delfin 
Lorenzana said. 
 
Asked about the status of the rehabilitation of the island, the defense chief said the 
construction of the beaching ramp continues and may be finished by yearend. This will allow 
ships to transport construction materials for the runway later on. 
 
“They are trying to build the beaching ramp. We need the beaching ramp because, without 
that, we cannot bring any equipment, we cannot bring in the bulldozers, plus the materials to 
rebuild the runway,” he told reporters Tuesday on the sidelines of the formal acceptance 
ceremony of a surveillance system from the US. 
 
< Edited > 
 
===== 
 

 
 
LONG-NEEDED UPGRADE A May 17 satellite photo (left) from the Washington-based think tank, Asia Maritime Transparency 
Initiative, shows two barges off the western tip of the airstrip on Pag-asa Island dredging the seabed to repair the dilapidated 
runway. The May 16 photo at right shows a closer view of one of the barges at work on the 1.3-kilometer crumbling coral 
airstrip that has become dangerous to aircraft. 

 
Contrast this to Aquino’s position of distancing itself from Pagasa. Despite having funds to 
actually undertake repairs of Rancudo airfield, previous SND Voltaire Gazmin admitted to 
congress that he halted repair efforts for fear of Chinese retaliation. 
 
Despite having one of the most active mayors in KIG history at the helm of the municipality, the 
previous administration opted to ignore Mayor Bitoonon’s pleas for aid for his island and for 
assistance against Chinese poachers who who were harvesting giant clams at the time. The red 
tape and excuses are documented here. 
 



Switching the contrast back to today, even one of the current administration’s vocal international 
critics, the Asia Maritime Transparency Initiative (AMTI), begrudgingly admited that Option 4 had 
caused China to pause to re-assess the situation. AMTI also provided satellite imagery of 
physical improvements to Rancudo airfield. 
 
As of April 2019, progress with the beaching ramp was visible on Google Earth 
 

 
 

 



Implementing the 4th option 

 

Step one: Rebooting PH-CN relations 
Arguably, step one for the process was a reboot of PH-CN communications since diplomatic 
relations were considerably strained during the previous administration. This is an all-important 
precondition because if we're not talking . . . there can be no negotiation . . . and in this 
diplomatic climate, the Chinese would be hard-pressed to signify acquiescence to our demands 
without fear of losing face. 
 
Aquino opted for an overtly anti-Chinese stance. Likening Chinese actions to Nazi Germany’s 
behavior in the 1930s. For the 4th option to work . . . a dialogue had to be restarted. 
 
Reaction to the lengths to which the Duterte undertook this necessary first step varied. For 
observers who are unfamiliar with Duterte’s methods, are skeptical of his 20+ years of fiscal, 
executive, and legislative experience, are incapable of thinking beyond regionalistic concerns, 
or simply not mindful of the need for a 4th option, his words were at the very least nauseating, 
and at worst horrifying. 
 
Jokes that invited China to turn the Philippines into a Chinese province were met with disgust 
and outrage. Duterte's vehement anti-US rhetoric, was outright shocking and often attributed to 
a socialist, if not pro-communist, predisposition that would end with capitulation to the whims of 
the Communist Party of the Philippines (CPP). 
 
A notable number of long-time fixtures in PH defense social media -- including a number of 
self-declared defense analysts -- heralded the end the country’s alliances with its traditional 
partners — US, Japan, ASEAN, etc — in the wake of the litany of tirades launched in the 
opening days of the Presidency. Whether or not the administration went overboard with this 
phase of effort -- derided as “appeasement” by impatient critics -- is for future historians to 
assess. But today, the policy remains polarizing. 
 
It is, however, important to acknowledge that today, contrary to these ominous narratives, the 
health of relations with the country's allies actually remains unaffected. Well into the 
administration’s second year US-PH relations has itself gone thought its own reboot from a low 

https://www.theguardian.com/world/2015/jun/03/china-nazi-germany-south-china-sea-philippine-president-benigno-aquino
http://nationalinterest.org/blog/the-buzz/duterte-china-%E2%80%98if-you-want-just-make-us-province%E2%80%99-24599
http://defenseph.net/drp/index.php?topic=210.0
http://www.pna.gov.ph/index.php?idn=&sid=&nid=&rid=929917
http://defenseph.net/drp/index.php?topic=2831.0
http://www.philstar.com/headlines/2016/05/19/1584863/obama-names-north-korea-expert-ambassador-philippines


point at the start of the current administration. Japan continues to provide aid despite a 
supposed “slight” due to a rejection of an offer for missiles. Diplomats and defense officials of 
our allies are simply taking the unfamiliar verbiage in stride. 
 
On the domestic front, the health of US-PH relations were actually affirmed during the Battle of 
Marawi where the US contributed to defeat of ISIS sympathizers in a multi-month battle. To the 
apparent surprise of the CPP leadership, the President had leveraged the party's lack of 
effective control over its military arm -- the New People's Army -- as means to paint the 
organization as a fractured organization that did not deserve status as a "belligerent state", and 
affirmed the government's role as the sole enforcer of law and order. 
 
This disparity between dismissive or pessimistic headlines and the ACTUAL state of 
relationships is no surprise to observers who are already familiar with the President’s penchant 
for hyperbole — which is actually common for his generation Visayans, especially those who 
are politically inclined. This is simply “classic Duterte”. A brawler for whom all legal options were 
the table — from threats to sugary flattery — all of which could be brought bear to match the 
intended audience. 
 
A key takeaway from this disparity between what pundits say . . . and what actually takes place . 
. . is that despite insistence to the contrary, there is a method to the President’s seeming 
madness. There is “a plan”. 
 
To understand Malacanang's actions, an observer must acknowledge -- even begrudgingly -- 
that the administration is "nationalist" first, all other labels second. All actions, no matter how 
outwardly chaotic are ultimately directed towards a single nationalistic -- albeit 
provincially-biased -- agenda (see Metro Manila will be dead in 25 years). Using this nationalist 
slant as a guide to understanding Duterte's dealing with China, one can take the adage “The 
enemy of my enemy is my friend” and transform it -- in a PH-China context -- into “To make a 
friend of my enemy, make him believe we have a common enemy”. 
 
Hence the seemingly baffling anti-US, anti-West, rhetoric. This is all part and parcel of 
geopolitical theater designed to play on China's perceived historical "injustices" at the hands of 
the west, Japan, and other enemies. All this is done to implement the 4th option, and NOT 
actually an attempt to destroy existing favorable relationships. 
 
This approach banks on the strength of US-PH relations. The US understands that overall 
Filipino-on-the-street sentiment remains predominantly pro-US. The US also knows that its 
diplomatic and military relationships run deep throughout the bureaucracy. Its mind-share in the 
Philippines is as secure as it has always been, and it will take more than one administration to 
change that. 
 
The administration is equally aware of these relationships, and is taking calibrated liberties with 
its ties with the US to dial-down tensions with China -- by making it appear that it was making a 

http://defenseph.net/drp/index.php?topic=474.msg1181#msg1181
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http://www.manilatimes.net/the-puzzling-appeal-of-president-dutertes-ill-mannered-projection-of-power-2/285469/
https://youtu.be/VK4vfzBoBus
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pivot towards China at the US' expense. Duterte knows fully-well that had it actually been 
possible to undo PH-US ties in a single administration . . . then the "special relationship" with the 
US would be exposed as a lie . . . and the President's public distrust of the US would have been 
proven true. Either way, it was a risk worth taking. The President knew that US-PH relations 
would survive such gamesmanship . . . and has leveraged it to the hilt. 
 
It is worth noting that the administration is careful about making outwardly hostile verbiage with 
the Philippines' other allies. Note the generally conciliatory tone that Duterte takes towards 
Japan, South Korea, and other South East Asian neighbors. 
 
From: http://www.philstar.com/headlines/2016/10/29/1638445/duterte-says-japan-true-friend 
 

Duterte says Japan a true friend 
By Edith Regalado (The Philippine Star) | Updated October 29, 2016 - 12:00am 
 
DAVAO CITY, Philippines – Japan is and will always be a true friend of the Philippines, said 
President Duterte as he cited gains from his three-day state visit to Tokyo. 
 
< Edited > 
 
“I discussed with Prime Minister Shinzo Abe in full detail the state of Philippines-Japan ties 
and we identified points of collaboration that would lead to a common path towards the 
achievement of shared objectives,” the President said. 
 
The President stressed that by all counts and by any measure, the Philippines’ relation with 
Japan is excellent. 
 
< Edited > 
 
“Economic cooperation remains a linchpin between our dynamic relations. As I sought 
greater partnership to create an enabling environment for both our businesses to thrive, I 
encouraged private businesses in Japan to invest in the Philippines,” the President added. 
 
The President likewise cited Japan’s being the No. 1 Official Development Assistance 
partner of the Philippines. 

  
Since China is the prickly neighbor that had to be "won-over", to redirect them from their 
island-building mindset, naturally the tone of the conversation had to be overly positive. 
Therefore, giving in to the demands of the opposition to take a hard-line stance against China -- 
backtracking towards an Aquino-style "3rd option" -- would be counter-productive. It would undo 
progress already made in this all important first step. At the end of the day, only the people that 
didn't, couldn't -- or flat out refused to -- understand the delicate balancing act would insist on a 

http://www.philstar.com/headlines/2016/10/29/1638445/duterte-says-japan-true-friend


public display of protest and depart from the recently-created bilateral communication 
mechanism. 
 
As for low-key, bilateral communication with the Philippines' traditional allies, expanded 
participation in the recently concluded Rim of the Pacific (RIMPAC) exercise -- where China was 
actually dis-invited -- should already provide indication that these allies are appraised of the 
situation. Where once there was US resistance to being given access to advanced weaponry, 
there is now greater access as shown by the photo below. 
 

 
 
To the consternation of the same pundits, the outrage at the President's actions actually lends 
credibility to the President's feint-to-China. The vehemence of opposition to the pro-China 
rhetoric, which includes an ongoing effort to impeach Duterte for his policies, actually reinforces 
the plausibility of these efforts and presents China with a basic conundrum: "Does it take 
Duterte's overtures at face value, or could it actually get a better deal with the next President?" 
Thanks to the opposition . . . the latter appears unlikely. Consequently, the dragon now is under 
pressure to close deals as fast as possible . . . and hopefully without the same kind of due 
diligence it normally would, which could very well be to our advantage. 
 
Ergo, the more outlandish the jokes and statements and the more vehement the reaction from 
the opposition, the louder the ticks on the constantly winding-down Duterte clock will be for 
China. If all these are played right, the more agreeable China would be to a mutually favorable 
resolution. 
 
As for our allies, the new US ambassador appears to have found his footing. As already stated 
earlier, Japan has actually increased its commitment. On the domestic front, the President 
continues to enjoy broad base support. In the Social Weather Survey poll conducted in 
September, Duterte actually received the highest approval ratings of any Philippine President 
since the overthrow of Ferdinand Marcos in the wake of the EDSA revolution. 
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Step two: Acclimatize China to submitting to Philippine law 
Once a dialogue is established, the next step is to test that relationship with activities that are, at 
the very least mutually beneficial, if not heavily slanted in favor of the Filipino people. 
 
Conducting joint military exercises is a quick-win, as it establishes lines of communication that 
could be called upon in the event of contentious encounters. For example, both countries 
pledged to work towards greater cooperation, and establish a hotline between their respective 
coast guard organizations in December 2016. Bilateral exercises are also being considered. 
 
Beyond military engagements, government sanctioned commercial engagements would be the 
next logical confidence building measure. It also serves as a means for establishing precedent 
for getting China to conduct itself on Philippine terms. Commercial engagements are significant 
for the following reasons: 
 

● It acclimates China to an environment where it is made to play by Philippine rules 
● Creates a monetary incentive for China to obey those rules 
● It creates a revenue stream that enables the Philippines to afford the acquisition of 

defenses in case China misbehaves 
 
For commercial engagements, oil exploration is a logical starting point. With the Philippines’ 
largest productive oil field -- Malampaya -- nearing the end of its useful life the Philippines needs 
to find a viable replacement and find it fast. Otherwise we will lose an irreplacable revenue 
stream for the AFP Modernization Trust Fund, which is allowed the DND-AFP to receive funds 
beyond what is allocated by the National Budget. 
 
The Department of Energy has identified numerous potential drilling sites around the country for 
petroleum exploration, both within Philippine territorial waters and within the country's EEZ. 
Whether it be by design, or by happy circumstance, the first drill site to reach commercial 
viability is a site whose Service Contract had already been sub-contracted to a Chinese 
company for exploitation: The Alegria Oil Field in Cebu. 
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President Rodrigo Duterte dials the valve of one of the Polyard wells and the pipe (left side) lights up which signals fuel is coming 
out. The oilfield is located in Alegria, Cebu. Photo by Arni Aclao. 

 
Not only does the Alegria field serve as a viable supplement, and eventually an alternative, to 
Malamapaya, it serves as an acid test for PH-CN cooperation, which can then be use a 
template for future collaboration -- even in the contested waters of the West Philippine Sea. 
 
The Alegria Oil field is not the only opportunity to test China's ability to behave itself. The 
Calamian oil field, which is covered by Service Contract 57 and had been awarded to a Chinese 
company since 2006, would be an incremental increase in Chinese involvement. Like Alegria, 
Calamian would be clearly within Philippine territory, and thus conducted under Philippine laws. 
 
From: https://news.mb.com.ph/2018/03/05/ph-to-have-control-over-china-in-service-contract-57/ 
 

PH to have control over China in Service Contract 57 
Published March 5, 2018, 3:49 PM 
By Argyll Cyrus Geducos 
 
Presidential Spokesperson Harry Roque issued the statement days after he announced that 
there are two areas that may be subjected to joint exploration by the Philippines and China, 
namely SC 57 and SC 72. 
 
< Edited > 
 
“As far as 57 is concerned, they will comply with the decision with La Bugal [ruling]. They 
can participate in exploration and exploitation provided, as the decision says, we have 
ultimate control over the exploration and the development,” Roque said. 
 
The Palace official also confirmed that China would be under the control of the Philippines 
during the joint exploration on SC 57. 
 

https://news.mb.com.ph/2018/03/05/ph-to-have-control-over-china-in-service-contract-57/


“They’re only a foreign entity engaged in exploration and development. But they have to do it 
under Philippine laws,” Roque said. 
 
 
< Edited > 

 
These test cases are not only important for PH-CN relations, it is also important for the morale 
of the country. While Duterte's supporters remain as rabid as ever, and Social Weather Survey 
results show that the President continues to enjoy healthy popular support, it remains important 
to help the "the other side" get past the obfuscation-laden discourse and, at the very least, reach 
a common understanding of the plan. Because it is only with that common-understanding that a 
rational discussion about the merits, and demerits, of the plan can be had. 
 
For both supporters and critics, ventures like the Alegria Oil field provide an opportunity to 
observe how the Chinese government conducts business, and see for themselves if China will 
attempt to replicate the horror stories reported in other countries: from debt traps to deals that 
allegedly impose a form of neo-colonialism in partner countries. 
 
While the administrator's detractors point to these international examples as the inevitable 
outcome of the President's pivot-to-China and are integral to their allegations of Duterte's intent 
to "sell-out" to China, the 4th option actually requires the country to muster the fortitude to court 
danger -- to create the monetary incentive mentioned earlier and coax China have 
skin-in-the-game with a rules-based relationship with the Philippines -- while firmly keeping all 
enforceable agreements within the bounds of what is in the best interests of the Philippines. 

Step three: Ongoing cooperation 
Step 1 initiated a re-boot of CN-PH communications. However, this could only halt Chinese 
encroachment and buy time for subsequent steps. Desperate times called for desperate 
measures and the administration did not shy away from resorting to unconventional, even 
embarrassing, methods that critics have labelled as anything from "appeasement" to being 
outright disgraceful. Thus far, despite the controversy over these triage measures, this approach 
appears to be working. 
 
Step 2 established mechanisms designed to acclimatize China to observing Philippine law. 
Activities in this stage range from establishing hotlines between Chinese and Philippine 
agencies, to leveraging Department of Energy Service Contracts to open commercial activity 
with Chinese companies. 
 
Theoretically, Chinese investment in ventures that required a measure of stability in CN-PH 
relations would create financial incentives for the Chinese government to "behave" in it its 
dealings with Philippines. Financial self-interest on part of the Chinese -- not the threat of war -- 

http://defenseph.net/drp/index.php?topic=286.0
http://defenseph.net/drp/index.php?topic=1583.0
http://thediplomat.com/2017/06/why-chinese-infrastructural-loans-in-africa-represent-a-brand-new-type-of-neocolonialism/


was the administration's preferred approach for de-escalation of tensions, and for achieving the 
previously stated goal of getting China to accept the Philippine point-of-view. 
 
Step 3 builds upon whatever progress the previous steps achieved. This would require even 
greater commercial engagement with China. So much so that it would actually compel China to 
respect Philippine law and Philippine claims, to avoid jeopardizing these investments. 
Therefore, instead of merely fearing Chinese embargoes on Philippine goods as things stand 
today, Duterte's desired end-state would have China experience "economic pain" should it 
choose to violate Philippine interests. 
 
Of the three steps, this is arguably the most challenging, and the one that must be handled with 
the most care. In an ideal world, this step would not even be undertaken till after achieving 
national-buy-in to the "4th option". But with the 2 of the 6 years of the administration already part 
of history and much more that needs to be done in the same unconventional manner as in 
previous steps -- Duterte has little choice but to forge ahead with his existing mandate. 
 
The irony of the disconnect between the President and his critics is that they are both ultimately 
moving towards the same objective. The 4th option, particularly Step 3 discussed here, will 
actually better enable protests like the one shown below by making them more meaningful. 
Conducting a boycott like this today -- as the administration's critics insist, would prove his 
allegiance to the country -- would ultimately be futile, as China is not sufficiently invested in the 
Philippines to be affected by it. Once commercial engagements related to the 4th option take 
hold, the Philippines would actually have the resources that it could boycott, that would be of 
value to China. 
 

 
Photo c/o USP4GG 

 
The pain points that a Philippine reprisal to Chinese aggression could range from nationalization 
of Chinese assets to cessation of loan payments. The country's PRIMARY defense, therefore, 
lay not in fighters, missiles, or submarines. Instead, it lay in the threat of economic retaliation -- 
essentially taking a page from the Chinese playbook (which they used to great effect starting in 
the Clinton administration) and using it against them. The DND-AFP would then be used as a 
SECOND line of defense should China retaliate with force -- an act that would present our allies 
with "righteous justification" to come to our aid . . . IF it were even needed in the first place. 



 
 
In contrast, Carpio's 3rd option could actually be spun as a juvenile poking-of-the-dragon. 
Political support for instigation -- as opposed to retaliation as would be the case with the 4th 
option -- would arguably be weaker, if not non-existent. 
 
Step 2 created preliminary commercial engagements c/o of cooperation in the energy sector. 
However, to achieve the desired effect of creating a meaningful economic deterrent, much 
larger engagements -- valued in the billions -- would be needed. It is clear that the vehicle for 
this deterrent would be China's Belt and Road Initiative (BRI), and the associated loans. 
 
Arguably, the following are key facets of this step: 
 

● Continued build up of Philippine economic defenses 
● Learn from the experiences of Sri Lanka, et. al. 
● Pakistan's gamble 
● Israel & Indonesia: Dancing with a dragon 
● A winning endgame, rather than a strategy for "how not to lose" 
● Responding to Chinese aggression 

 
While the list above is, by itself, dauntingly ambitious, the ultimate challenge to the "4th option" 
was the fact that it would be virtually impossible to complete them in the time that was left on the 
administration's term. The various programs designed to prepare the country to retake its own 
EEZ, would require a succession of administrations to implement, and it will require a 
whole-nation effort that will require multiple executive departments to work together to shepherd 
the effort. The Department of National of Defense cannot conceivably undertake this alone. 
 
Only time will tell if the policy endures. 
 



Continued build up of Philippine economic defenses 
If the Philippines is to muster the economic resources to be able to defend itself against 
Chinese aggression, it cannot focus solely on its collaborative efforts with China on the energy 
sector, or on the generosity of its allies such as the United States. It actually needs genuine 
progress as a nation. A sustainable response to Chinese aggression isn't just about buying 
weaponry, it is actually about making the Philippines -- as a country -- globally competitive.  
 
A globally competitive Philippines is a national imperative, and essential for the defense of the 
Republic of the Philippines. 
 
As part of its mandate to promote national progress, the National Economic & Development 
Authority (NEDA) maintains the Philippine Development Plan. This plan outlines how the 
government intends to improve the lives of the citizens it is supposed to serve. Among the 
metrics it uses to measure progress of the plan is the annual Global Competitive Index, 
maintained by the World Economic Forum. This index ranked perceptions about the difficulty of 
doing business in specific countries. 
 
According to the Competitiveness Report (WEF-GCR)  2015-2016, the  Philippines  ranked 97th 
out of 140 countries in terms of quality of road infrastructure and 84th our of 140 countries for 
the quality of rail infrastructure. The following spider chart shows how the Philippines compared 
with other countries in East Asia and the Pacific. 
 
From: 
http://reports.weforum.org/global-competitiveness-index-2017-2018/countryeconomy-profiles/#e
conomy=PHL 
 

http://pdp.neda.gov.ph/
http://pdp.neda.gov.ph/wp-content/uploads/2017/01/19-04-07-2017.pdf
http://reports.weforum.org/global-competitiveness-index-2017-2018/countryeconomy-profiles/#economy=PHL
http://reports.weforum.org/global-competitiveness-index-2017-2018/countryeconomy-profiles/#economy=PHL


 
 
One key area where the Philippines lagged was infrastructure. Addressing this deficiency will 
enable improvements in other areas of national concern. Bridges, railways, and roads that allow 
the transport of goods and services for the benefit of the national economy, will also allow the 
Armed Forces of the Philippines to respond to threats and crises faster and with more 
resources. 
 
The trillion-peso question, therefore, is: If the Philippines needs to invest in its infrastructure 
anyway, why not use this need for investment as an opportunity to leverage the 4th option? 
 
Enter the administration's much maligned "build, build, build" program, which seeks to initiate, or 
complete, 64 major infrastructure projects whose total value is expected to reach PHP1.832 
trillion by 2022. This flagship program is essentially an acceleration of construction programs 
that had been started as far back as the Marcos administration.  
 
The need to bridge the major islands of the archipelago has been on the national agenda for 
decades, but had never gone beyond the planning stage. Bridges in this plan appear below. 
 

http://www.pna.gov.ph/index.php?idn=&sid=&nid=&rid=958387


 
 
The long over-due rehabilitation of the Philippine National Railway (PNR), and other railways 
systems are on the administration’s priority list:  
 

● The Japan-funded P225-billion Manila-Clark Railway 
● The China-funded P175.3-billion North-South Railway 

 
https://ppp.gov.ph/wp-content/uploads/2015/08/NSRP_PIM_FINAL.pdf 
 
 

http://defenseph.net/drp/index.php?topic=3870.0
https://ppp.gov.ph/wp-content/uploads/2015/08/NSRP_PIM_FINAL.pdf


 
The first ever subway system in Metro Manila, worth 225.17 billion, went into its design page in 
2017, received financing in 2018, and broke ground in 2019. 
 



  
 
Beyond the Luzon-based railways systems, efforts to build the first railway on Duterte’s home 
island are also ongoing. 
 

 
 
Duterte sought to initiate these initiatives -- among others -- as a way to jump start development 
of the countryside, and he wanted to start as many of these projects during his term. 
 
It is also worth noting that "strengthening of defenses" isn't limited to industrial development or 
military power. It is also as much about giving the average Filipino a sense of progress. That 



their localities, their provinces, are given their due share of development and that wealth 
creation is not unduly concentrated in the capital. 
 
The boost to nationalist sentiment and the country's morale, that tangible pursuit of projects like 
the one below will cause will arguably be more sustainable than the short-term impact of 
patriotic displays inspired by public protests. While Carpio's 3rd option puts the cart before the 
horse, Duterte's 4th option works to get its priorities with the horse in order. With that 
nationalism . . . comes the political will to truly fund the country's defense . . . and with it, the 
means to prevail against China.  
 
Heavy media reporting on Chinese interest in participating in infrastructure projects, visibly 
egged on by the President who openly welcomed Beijing's involvement, drew vehement 
criticism from observers who branded Duterte's behavior as "selling out to China". Critics often 
question the wisdom of entertaining loan offers from China given the availability of historically 
superior offerings from either Japan (between 0.25 and 0.75%) or South Korea (0.15% interest 
rate for 40 years). 
 
To provide clarity about these loans, the Philippine Department of Finance published the 
following table, comparing loans from China, Japan, South Korea, and France. 
 

 
 

http://defenseph.net/drp/index.php?topic=3764.msg15660#msg15660


Official documents showed that interest rates often published in conventional news outlets 
described the nominal interest rate, and not the actual rate at the signing of the credit facility. In 
fact, in at least one instance, the Philippine government obtained a Chinese loan that was 
actually less than those of the Japanese. The matter was not a clear-cut as portrayed in the 
press.  
 
If the dangers posed by Chinese loans are viewed in complete isolation -- without thinking about 
the underlying strategy behind such actions -- the cautionary notes from Duterte's critics had 
merit. There are, after all, many examples of countries that availed these credit facilities and 
then became indebted to China to such an extent that that their sovereignty is threatened. 
 
However, when Duterte's 4th option is taken into account, then it becomes clear that this risk 
had a purpose. Any loans accepted from China are actually CALCULATED risks taken in 
support of Step 3 of the President's Kobayashi Maru strategy. While counter-intuitive to 
sino-phobic observers, the power of the Philippines' retaliatory capability is actually proportional 
to the size of Chinese involvement in the 4th option. As will be discussed later, the Philippines is 
not alone in this approach. 
 
Malacanang is not oblivious to the advantages of loans from the Philippines' traditional lenders. 
In fact, the administration continues to court Japanese and Korean investment. While Japanese 
and Korean loans tend to be cheaper, geopolitical decisions have a role to play. The decision to 
avail of Chinese credit isn't solely based on prevailing interest rates: the 4th option. 
 
Socio-economic Planning Secretary, Ernesto Pernia, shared the following insight into the 
thinking behind exploring Chinese involvement. From: http://www.pna.gov.ph/articles/1026070 
 

PH securing financing from China to speed up infra projects: Pernia 
By Leslie Gatpolintan  February 21, 2018, 9:30 pm 
 
MANILA -- The Philippine government is securing financing from China for its infrastructure 
projects in an effort to fast-track their implementation, according to the country’s chief 
economist. 
 
During the joint membership meeting of the Makati Business Club and Philippine Chamber 
of Commerce and Industry on Wednesday, Socioeconomic Planning Secretary Ernesto M. 
Pernia said China charges the loans with an interest rate of 2 to 3 percent, while that of 
Japan is only at 0.25 to 0.75 percent.  
 
“We cannot get all the loans from the ODA (official development assistance) of Japan. They 
have to give to other countries as well… Between 2 and 3-percent interest rate is still much 
better than commercial (loans),” he told reporters. 
 

http://www.pna.gov.ph/articles/1026070


While the Philippines has long standing good relations with Japan, Pernia noted Japan’s 
slowness in the processing of projects. 
 
“We don’t want to be left behind,” he said, stressing China has been aggressive in financing 
Philippine projects.  
 
But Pernia, also Director-General of National Economic and Development Authority (NEDA), 
stressed that the country has not signed yet any loan agreement with China.  
 
He also reassured that mechanisms would put into place for Chinese companies keen on 
participating in the government’s infrastructure program. 
 
< Edited > 

 
While keen to take advantage of Chinese credit facilities, the Philippines -- like Indonesia -- is 
also not oblivious to the risks that China’s lending policies present. From: 
https://www.rappler.com/business/205903-philippine-government-extra-careful-china-loans-ned
a 
 

Philippines 'extra careful' with China loans – NEDA 
Socioeconomic Planning Secretary Ernesto Pernia says he is well-aware of the experiences 
of countries like Sri Lanka which fell into Beijing's debt-trap diplomacy 
 
Ralf Rivas 
Published 4:30 PM, June 27, 2018 
Updated 4:30 PM, June 27, 2018 
 
MANILA, Philippines– The government is "extra careful" not to fall into the Chinese debt 
trap, said Socioeconomic Planning Secretary Ernesto Pernia on Wednesday, June 27. 
 
"Given the various experiences already felt by the other countries that have already dealt 
with China, we are more cautious," said Pernia, the director-general of the National 
Economic and Development Authority (NEDA). 
 
The socioeconomic planning chief was reacting to recent news reports underscoring how a 
port in Sri Lanka was taken over by China because the former could no longer pay for it. 
 
Sri Lanka pushed through with the $1-billion project despite feasibility studies concluding 
that it would not work. 
 
< Edited > 
 
Pernia said only one China-funded infrastructure project has been signed and started. 

https://www.rappler.com/business/205903-philippine-government-extra-careful-china-loans-neda
https://www.rappler.com/business/205903-philippine-government-extra-careful-china-loans-neda


 
Beijing has loaned the Philippine government P3.14 billion for the Chico River Pump 
Irrigation Project. The project drew flak since the loan carried an interest of 2% a year and 
will mature in 20 years. 
 
< Edited > 

 
Chinese loans are not a replacement for credit facilities from Japan, South Korea, or our other 
traditional lenders. They simply diversify the credit-source mix by way of credit instruments that 
have a different -- arguably less stringent -- vetting process. The high interest rates of Beijing's 
loans are the price of expediency and ease of access. 
  
There can be no reward without risk. The President is clearly banking on his economic team -- 
and inner-circle which includes the likes of Cesar Virata -- being able to navigate the country 
around the pitfalls of Chinese loans. Judicious use of these facilities would thoroughly empower 
the 4th option, and strengthen the Philippines' defensive position. 
 
It is also worth noting that "strengthening of defenses" isn't limited to industrial development or 
military power. It is also as much about giving the average Filipino a sense of progress. That 
their localities, their provinces, are given their due share of development and that wealth 
creation is not unduly concentrated in the capital. 
 
The boost to nationalist sentiment and the country's morale, that tangible pursuit of projects like 
the one below will cause will arguably be more sustainable than the short-term impact of 
patriotic displays inspired by public protests. While Carpio's 3rd option puts the cart before the 
horse, Duterte's 4th option works to get its priorities with the horse in order. With that 
nationalism . . . comes the political will to truly fund the country's defense . . . and with it, the 
means to prevail against China.  
 

Learn from the experiences of Sri Lanka, et. al. 
When critics bring up the folly of joining Xi Jinping's Belt-and-Road Initiative (BRI), discussions 
inevitably involve the current state of affairs in Sri Lanka. 
 
Sri Lanka has become a cautionary tale for what can go very wrong when accepting Chinese 
loans.  China-Sri Lankan cooperation started growing in 2007 when China provided military and 
diplomatic support for the country's efforts to crush Tamil rebels. After successful conclusion of 
that conflict, credit facilities were then applied to reconstruction efforts. By 2017, debt 
represented 77.60% of Sri Lanka's GDP. The country then had to resort to extreme measures to 
reduce its debt burden. See below. 
 

Sri Lanka: A country trapped in debt 

http://defenseph.net/drp/index.php?topic=3707.0


By Yogita Limaye 
BBC News, Sri Lanka 
 25 May 2017 Business 
 
https://www.bbc.com/news/business-40044113 
 
< Edited > 
 
Hambantota port in southern Sri Lanka . . . 
 
< Edited > 
 
Unaffordable' 
 
Hambantota was built by a Chinese company and funded by Chinese loans. 
 
But now Sri Lanka is struggling to repay that money, and so has signed an agreement to 
give a Chinese firm a stake in the port as a way of paying down some of that debt. 
 
The terms of the deal are still being debated in Sri Lanka's parliament, but the share it 
gives could be as high as 80%. 
 
< Edited > 

 
While Philippine pundits are aghast at the prospect of Chinese loans with interest rates of 2 or 3 
percent, which are significantly higher than the Japanese loans that between 0.25 and 0.75% or 
South Korean facilities that were offered at 0.15% interest rate for 40 years, Sri Lanka was 
granted an 8-year $1B loan -- which was designed to cover loan repayments that were coming 
due in 2019 -- with an effective interest rate of 5.3%. 
 
The difference between the terms offered to Sri Lanka and terms offered to the Philippines 
illustrates how direct comparisons between the experience of different countries are actually 
difficult to make. More details later in this paper. 
 
The Sri Lankan experience with China's buyer-beware approach to aid is not unique. Other 
countries that are either already in the same situation, or on the way to it, include: 
 
 

Djibouti Djibouti Opens Chinese-Backed Free Trade Zone 
Mohamed Siad Doualeh / Twitter 
 
By MarEx 2018-07-12 16:58:16 
 

http://defenseph.net/drp/index.php?topic=1644.0
http://defenseph.net/drp/index.php?topic=3544.0
http://defenseph.net/drp/index.php?topic=3712.0


https://www.maritime-executive.com/article/djibouti-opens-chinese-backed-free-trade-zone#gs.qht0Y
zk 
 
Djibouti has opened the first phase of an ambitious project to build an 18-square-mile, $3.5 billion 
free trade zone, the largest development of its kind in Africa. 
 
< Edited > 
 
However, the initiative has also raised concerns about Djibouti's legal liability and debt burden . . . 
 
. . . and financial analysts say that the construction costs will make the nation overly dependent upon 
Chinese financing. 
 
< Edited > 
 
According to an analysis from the Center for Global Development, Djibouti has already accumulated 
government debt equal to about 85 percent of its GDP, almost all of it lent by Chinese entities. The 
debt could give China leverage to demand additional concessions, like rights for port operations or 
an increased forward-deployed military presence. 
 
< Edited > 

Kenya Why Chinese Infrastructure Loans in Africa Represent a Brand-New Type of Neocolonialism 
How will African countries repay massive debts to China? 
 
By Xiaochen Su 
June 09, 2017 
  
http://thediplomat.com/2017/06/why-chinese-infrastructural-loans-in-africa-represent-a-brand-new-typ
e-of-neocolonialism/ 
  
Amid much fanfare, the Nairobi-Mombasa railway line opened in Kenya on May 31, 18 months ahead 
of the schedule. It represents the second major railway undertaken by China on the African continent 
recently, after the launch of Addis Ababa-Djibouti Railway in January. 
 
< Edited > 
 
But there is strong doubt as to whether African countries have the financial capabilities to put such 
ambitious plans in action. In the case of the Addis Ababa-Djibouti Railway, for instance, its total 
building cost of roughly $4 billion is almost a quarter of Ethiopia’s 2016 government budget of $12.57 
billion. Even at concessional rates, servicing and repaying the debt will be a significant burden for the 
government in the coming years and decades. It is unfathomable how that the government will be 
able to undertake other infrastructural projects even if the economy, and the government budget, 
grow at a steady clip, as it has done in recent years. 
 
It begs the question, then, of how African governments will possibly repay the Chinese for all this 
infrastructure construction. Given the ballooning amount of debt from more and more loans taken on 
to finance infrastructural developments in the future, African states are likely to require more than just 
portions of their limited budgets to complete repayment. More likely than not, many states will have to 
resort to payments in kind. 
 
The concept of “in-kind payments” smacks of colonialism in some ways. The historical precedent of 
European colonists comes to mind.  Europeans built infrastructure in Africa at the turn of the century, 
purportedly also for local economic development, but in essence the projects were used for natural 
resource extraction. 
 



< Edited > 

Laos Laos merely a bystander as China pushes Belt and Road ambitions 
 
Costly China-led railway project offers questionable benefits to host 
MARIMI KISHIMOTO, Nikkei staff writer 
October 06, 2017 11:45 JST 
 
https://asia.nikkei.com/Economy/Laos-merely-a-bystander-as-China-pushes-Belt-and-Road-ambition
s 
 
LUANG PRABANG, Laos -- An ambitious $6 billion high-speed railway project in Laos that would link 
China with the Laotian capital of Vientiane on the Thai border is meant to be a symbol of cooperation 
under Chinese President Xi Jinping's flagship Belt and Road Initiative. But with Beijing calling the 
shots and leaving out locals, it has instead become another example of the pitfalls faced by small 
Southeast Asian countries in relying economically on their much larger neighbor. 
 
Situated about a 20-minute drive from this ancient former capital of Laos is a construction site that 
could be described as a little China. Workers' conversation is all in Chinese, as is an instruction 
manual for heavy machinery resting on a drum. No one at the site, not even the foreman, can speak 
the local language. 
 
One worker, asked where he hailed from, curtly replied "China," adding that he was there only 
because his boss told him to go. 
 
< Edited > 
 
Initial estimates indicated that building the railway would require 100,000 workers. For Laos, which 
lacks much notable industry aside from exporting hydroelectric power and mining such resources as 
copper and bauxite, this seemed like a golden opportunity to spur new activity and create jobs. 
 
But these hopes have been dashed. All of the construction work was handed off to China Railway 
Group, and Chinese engineers and laborers have descended on the country in droves. 
 
Not even the Laotian government is clear on the exact number of Chinese workers in the country. 
"We want to use local labor as much as possible, but ... " lamented Lattanamany Khounnyvong, vice 
minister of public works and transport, whose purview includes the rail project. 
 
Lattanamany was alluding to the massive leverage held by China, which is shouldering 70% of the 
cost of the project. With no experience with railway construction, Laos "has no choice but to depend 
on China" for technology and personnel, Lattanamany said. 
 
< Edited > 
 
Because of the country's mountainous terrain and many rivers, the project entails building dozens of 
tunnels and some 170 bridges. The total cost is nearly twice the Laotian government's $3.6 billion 
annual budget. How necessary the railway is for a country with a population of just 6.9 million is 
debatable. 
 
The government is responsible for 40% of Laos' share of the costs, or $730 million. It is borrowing 
65% of this sum from China -- a debt that will be burdensome to repay. 
 
< Edited > 

Maldives The Maldives Crisis and the China-India Chess Match 
 



The state of emergency comes amid a high stakes game of regional rivalry. 
By Sunaina Kumar and Angela Stanzel 
March 15, 2018 
  
https://thediplomat.com/2018/03/the-maldives-crisis-and-the-china-india-chess-match/ 
 
< Edited > 
 
The inception of the crisis goes back to 2013, when Yameen staged a coup and wrested power from 
the country’s first democratically elected president, Mohammad Nasheed, who has since been living 
in exile in Sri Lanka. Soon after Yameen declared the emergency last month, Nasheed reached out 
to India and requested a military intervention to resolve the crisis. 
 
< Edited > 
 
Yameen, during his first official visit abroad to India in 2014, said that while the Maldives has “close 
ties” with China, “nothing will precede ties with India, which are far more precious.” However, his 
actions have not matched those words. Today, Chinese loans for projects already account for around 
70 percent of the Maldives’ national debt. From his exile, Nasheed has accused the Yameen 
government of allowing a Chinese “‘land grab’ of Maldivian islands, key infrastructure, and even 
essential utilities,” which in his view “not only undermines the independence of the Maldives, but the 
security of the entire Indian Ocean region.” China has dismissed accusations from the former leader 
Nasheed as “absolute nonsense.” 
 
Nevertheless, China’s massive lending to the Maldives puts into question the island state’s ability to 
repay its debts, with speculation that this translates into increasing political leverage for China. In 
addition, it appears that the BRI is not only about increasing economic ties but also about expanding 
China’s geostrategic ventures in the maritime realm. In August 2017, three Chinese warships docked 
in the Maldives for joint training sessions. More recently, amid the state of emergency in the 
Maldives, 11 Chinese warships reportedly sailed into the eastern Indian Ocean in February. Some 
assume this “may have helped deter an Indian intervention in the Maldives.” 
 
< Edited > 

 
The prevailing narrative in the Western press, and by extension the Philippine media and the 
administration's critics, has come to equate any engagement with China as a replication of the 
Sri Lankan quagmire. This perception is not without merit, and is driven by a combination of Sri 
Lankan governance-mis-steps, and China's geopolitical policies. The following internal critique 
of China's foreign policy emphasizes the self-serving nature of Chinese foreign policy, in the 
words a Chinese analyst / journalist imploring China to recognize the counter-productive nature 
of its default foreign policy 
 

How to Understand China’s Foreign Policy 
China can become a beacon for the world -- if it trades in its conservative foreign policy 
for one that emphasizes universal values. 
BY DENG YUWEN | APRIL 23, 2013, 5:30 PM 
 
https://foreignpolicy.com/2013/04/23/how-to-understand-chinas-foreign-policy/ 
 



With Xi Jinping’s elevation to the presidency in March, China’s leadership transition is 
now complete. Yet Beijing still has not elevated foreign affairs to the top level of decision 
making — it still prioritizes its domestic situation, even though China is the world’s 
second-largest economy, with interests that stretch across the globe. 
 
Indeed, China remains constrained by its own internal problems, including the rise of 
nationalism; defects in democracy and human rights; lagging political reform; an 
unbalanced economy; and the dangers posed by a society in transformation. These 
problems mold Beijing’s current conservative foreign policy, which focuses on avoiding 
problems. When a problem happens, China’s Foreign Ministry mobilizes all of its 
resources to extinguish it — the same strategy it deploys with domestic affairs. 
 
< Edited > 

 
Beijing’s international economic affairs policy, meanwhile, lacks principles. It needs to 
stop emphasizing profit and ignoring justice, and start emphasizing both. Its diplomacy 
now serves the domestic economy. As a country with a relatively low per capita income, 
and a relatively large number of poor people, that is necessary, for now. But economic 
diplomacy doesn’t mean ignoring human justice, or some of the most basic international 
moralities. Beijing has been giving up the moral high ground when it should have been 
holding fast to it. 

 
Yes, Third World countries should be allowed to prioritize "peaceful development." And 
Beijing’s advocacy of this concept has been a useful counterweight to the West’s 
aggressive human rights diplomacy. However, when large-scale human rights violations 
erupt around the world, development has to give way to human rights. At the very least, 
the two should be equally important. 
 
< Edited > 

 
While these in-progress economic disasters are worth noting, it is also important to assess if 
these are actually applicable to the Philippines. The following table presents points-to-ponder 
when assessing the likelihood that the Philippines will follow the same downward slide. 
 

 Philippines Sri Lanka Djibouti Kenya Laos Maldives 

Competitiv
eness 
ranking 
(137) 

56 85 n/a 91 98 n/a 



Population 106,512,07
4 

20,950,041 971,408 50,950,879 6,961,210 444,259 

GDP 
(official 
exchange 
rate, 2017) 

$313.4B $83.57B $2.082B $78.29B $17.15B $4.648B 

Revenues $49.07B $12.64B $699.8M $15.43B $3.144B $1.19B 

 
Sources: 
 
http://reports.weforum.org/global-competitiveness-index-2017-2018/countryeconomy-profiles/#economy=PHL 
 
http://www.worldometers.info/world-population/population-by-country/ 
 
https://www.cia.gov/library/publications/the-world-factbook/index.html 

 
The competitive rating that the Philippines earned vis-a-vis the other countries in the table, plus 
the relative economic potential c/o of population size and GDP should make readers question: 
 

● "Wouldn't the Philippines be better able to gamble with China?" 
● "Should they even be compared?" 
● "Given the strength of the Philippine financial sector . . . would it really make the same 

mistakes as it pursued the 4th option?" 
 
Only time will tell. However, as the next posts will illustrate, disaster is not a forgone conclusion 
when dealing with China and the BRI. 

Pakistan’s gamble 
Another country whose finances are under Belt-and-Road-Initiative (BRI)-driven stress is 
Pakistan. In June of this year, Pakistan had to avail of a $1B emergency loan from China to 
address a foreign exchange crisis. The loan boosted Islamabad's reserves to cover two months 
of imports. Imports that were made necessary by machinery acquisitions related to the 
China-Pakistan Economic Corridor (CPEC). 
 
The Center for Global Development, a Washington-based think-tank, identified 68 countries that 
were potential BRI-borrowers, and concluded that among this number 8 were likely to face 
challenges servicing their debt. The country that flagged as facing the largest risk is Pakistan. 
 
Whatever the outcome of this BRI-generated crisis, Pakistan remains an example of a country 
that chooses to gamble on their ability to beat China at its own game. Pakistan's reaction to 
these ominous warnings is a simple . . . albeit risky . . . geopolitical response. 
 

http://reports.weforum.org/global-competitiveness-index-2017-2018/countryeconomy-profiles/#economy=PHL
http://www.worldometers.info/world-population/population-by-country/
https://www.cia.gov/library/publications/the-world-factbook/index.html


Is China's Belt and Road working? A progress report from eight countries 
 
https://asia.nikkei.com/Spotlight/Cover-Story/Is-China-s-Belt-and-Road-working-A-progre
ss-report-from-eight-countries 
 
< Edited > 
  
Mushtaq Khan, an economist and former chief economic adviser at the State Bank of 
Pakistan, acknowledges that the country's debt to China is rising. But he says Beijing 
"cannot afford" to bankrupt Pakistan -- in part because of the country's importance as a 
counterweight to India, a regional rival of China's. 
 
"China's primary interest in Pakistan is geopolitical rather than strictly economic, and 
therefore, for China, repayment of the debt burden will be secondary to maintaining a 
good political and economic relationship with Pakistan," he said. 
 
< Edited > 

 
The basis for this belief is simple: China needs Pakistan . . . and Pakistan knows it. 
 
A failed Pakistan not only represents a loss of investment, a loss of a friendly hedge against 
India, it will also be a liability on China's border. A border with its Xinjiang province — the home 
to its problematic Muslim Uyghur population. An unstable Pakistan is a potential for avenue for 
extremist fighters that could potentially stoke the fires of Uyghur nationalism. 
 

The Human Costs of Controlling Xinjiang 
Beijing has strong incentives to exert control in Xinjiang. The Uyghurs pay the price. 
 
By Zachary Torrey 
October 10, 2017 
  
 https://thediplomat.com/2017/10/the-human-costs-of-controlling-xinjiang/ 
  
The Uyghurs, one of the largest ethnic minority groups in China, have an unfortunate lot. 
As a group, they possess two key factors which encourage the ruling Chinese 
Communist Party (CCP) to repress them. First, they have a strong ethnic identity which 
is separate from the principal Han ethnic group which dominates the CCP. Indeed, many 
Uyghurs are beginning to view a major component of their identity as “being non-Han.” 
Second, the land they inhabit, Xinjiang Province, is rich in resources and economic 
importance. It holds one-third of the country’s natural gas and oil reserves in addition to 
large deposits of gold, uranium, and other minerals. Renewable energy also factors in: 
Xinjiang is a prime location to harvest solar, wind, and nuclear energy. Moreover, 



Xinjiang sits along the historic Silk Road, which the CCP is intent on rebuilding via its 
Belt and Road Initiative. 
 
< Edited > 
 
The Chinese Communist Party views Xinjiang Province and its Uyghur population as a 
potential hotbed for separatism, what the party terms “splittism.” This stems from the 
Uyghur’s strong and non-Han ethnic identity. Further, the Uyghurs are concentrated in 
Xinjiang; 49 percent of Xinjiang’s 20 million people are Uyghurs, and few Uyghurs live in 
China’s other provinces. This density, the CCP believes, adds fuel to secessionist fires. 
A major component of the perceived difference is religion: the vast majority of Uyghurs 
are Muslim and consider Islam a defining part of their ethnic identity. In addition, Uyghur 
literary and cultural traditions differ greatly from the Han Chinese, often seeing the Han 
as foreign imperialists while Uyghur historical heroes are those who fought against the 
Chinese empires. The Uyghurs do not even speak a Chinese language; their language, 
simply called Uyghur, is a Turkic tongue using Arabic script. 
 
< Edited > 

 
The China-Pakistan Economic Corridor (CPEC) connects the Uyghur nation, which China refers 
to as the Xinjiang Autonomous Region, with access to the Indian Ocean, thus opening it up for 
economic development with all its pacification benefits. For this reason, it is unlikely that China 
would ever "turn off the tap" on aid to Pakistan. 
 
 

China-Pakistan Economic Corridor . . . . . . ends in the province of the Uyghur 



 

 
 
http://asiapacific.anu.edu.au/mapsonline/base-maps/xinjiang-a
utonomous-region 

 
This is geopolitical Mutually Assured Destruction at its finest. While Pakistan’s finances are 
under China’s control, Pakistan’s role in Central Asia gives China multi-dimensional incentives 
to “see things Pakistan’s way.” 
 
How much of Duterte’s own calculations draws inspiration from this model is unclear. But the 
key components of the Kobayashi Maru / 4th option are there: 
 

● Pakistan gets what it wants (e.g., infrastructure, economic development catalyst, etc.) 
● China's military power is muted by its geopolitical needs 

 
In light of the latter,  it would be reasonable to ask: "Who REALLY has who over a barrel"? 
 
Only time will tell if Pakistan's pact-with-the-devil bears fruit. 
 
Pakistan's solution, however, will only work for Pakistan. It is not a model that can be readily 
replicated by other nations developing their own solutions to the problem posed by China's rise. 
Nevertheless, it remains noteworthy for its home-grown character, driven by its own agenda and 
not those of external influences. 
 

http://asiapacific.anu.edu.au/mapsonline/base-maps/xinjiang-autonomous-region
http://asiapacific.anu.edu.au/mapsonline/base-maps/xinjiang-autonomous-region


Israel & Indonesia: Dancing with a dragon 
Despite the well-publicized problems related to participation in BRI, not all countries that choose 
to engage China are actually automatically at a disadvantage. Duterte's critics who've latched 
on the Sri Lankan experience with Chinese loans as evidence of treason, have chosen to dwell 
solely only on situations where Chinese aid is used irresponsibly. They ignore instances where 
countries have entered into Chinese arrangements with eyes-wide-open and with a proper plan. 
 
The following are examples of countries that appear to be holding their own. 
 
Israel's dragon dance 
 
Israel's perspective on its dealings with China merit a closer look. It is food for thought for 
pundits who have come to equate Chinese engagement with either treason or disaster. 
 
The following article looks at the baseline conventional-wisdom commentary about the 
challenge to the established world-order that the Belt-Road Initiative presents. 
 

 
 

China's Belt and Road initiative: What's in it for Israel? 
The initiative is "the new game in town" for China - and perhaps Israel. 
By TERRANCE MINTNER 
January 10, 2018 21:18 
 
https://www.jpost.com/Jpost-Tech/Business-and-Innovation/Chinas-Belt-and-Road-initiati
ve-Whats-in-it-for-Israel-533408 
 
< Edited > 



 
What is Belt and Road, broadly speaking? Richard Griffiths is a professor of international 
studies at Leiden University in the Netherlands. His recent book, Revitalising the Silk 
Road: China’s Belt and Road Initiative, takes a long-term, historical perspective of the 
Silk Road trading routes. Griffiths shows how the Silk Road – by connecting Europe to 
Chinese civilization thousands of years ago – reshaped much of the world’s commerce 
and culture. He then looks at how Xi is reinventing the memory of this ancient route for 
our times. 
 
< Edited > 
 
Right off the bat, it’s easy for Westerners to be skeptical. We are used to seeing 
European countries or America as the privileged players when it comes to these kinds of 
global investments. China, in this sense, seems the undeserving upstart. 
 
“Because it is China, and because China is a ‘rising power,’ the initiative has been 
greeted by suspicion and scorn – its ambition derided and its occasional setbacks 
magnified to the point of ridicule,” Griffiths said. 

 
As with many matters, context is everything. Griffiths continues to provide context that deserves 
to be taken with a grain of salt, BUT should not be dismissed outright. To do so could very well 
result in a misreading of both dangers and opportunities. 
 

Instead of heaping on more disparagement, Griffiths offered three points to better place 
China’s efforts in context. First, he said, China’s plans to improve its energy and 
transportation position in Eurasia are not new. Second, China has been part of these 
planning efforts, though not as the leading partner. Third, national and international aid 
organizations and private businesses have been, and still are, active in constructing 
infrastructure in the region. 
 
“What is new and different,” he said, “is China’s willingness to commit its financial 
resources and expertise to making things happen.” 

 
The last line above summarizes what is both good and bad about China's unprincipled use of its 
resources. 
 
In the hands of depots, dictators, and other heads of state whose governments are not truly 
accountable to their respective populations, China's loose vetting process for its credit facilities 
can result in financial ruin for these countries, resulting in one-way benefits for China. 
 
In contrast, when Chinese largess is put in the hands of technocrats who are taking calculated 
risks . . . the results are potentially much more favorable. 
 



So, what does Israel stand to gain from it all? Israel is already gaining and can do so 
directly, Griffiths said. 
 
< Edited > 
 
But Israel can also gain indirectly, Griffiths said. 
 
“Behind the efforts to improve connectivity lies the rationale that lowering ‘transaction 
costs’ [the costs involved in doing business] will stimulate demand,” he said. “Following 
this logic, Israel could work on reducing the costs of obtaining trade documentation or 
the time lost waiting at border crossings. Alternatively, it could more actively cut trade 
costs. A railway to Eilat, or between Ashdod and Eilat, would produce a major 
time-saving over the Suez route for both direct and for transit trade.” 

 
The second half of the article, below, dwells on the opportunities that an alternative to existing 
funding vehicles (e.g., Asian Development Bank, World Bank, etc.) provides to any country 
inclined to use them. It also emphasizes that the end-goal encompasses both geopolitical and 
economic victories. 
 
Quote from: adroth on July 13, 2018, 01:39:35 PM 

‘The new game in town’ 
 
Offering another perspective on Israel’s interests in the initiative is Alexander Pevzner, 
founding director of the Chinese Media Center, the only Israeli outlet that engages 
Chinese media in systematic dialogue over important issues and professional exchange. 
The center endeavors to promote understanding between the two peoples, thus 
enhancing bilateral relations. 
 
< Edited > 
 
It’s a bit like the EU, not in the sense of political, but of economic integration, Pevzner 
said, and as such, it offers an opportunity for Israel to participate in economic 
cooperation on a global scale. “If you are not there at the table, you miss out by 
definition,” he said. 
 
THIS IS why Pevzner believes Belt and Road is so vital to Israel’s interests. Just by 
being involved in it, sitting at the table, Israel has a connection to countries with which it 
does not have diplomatic ties. 
 
“So even if the immediate economic benefits are not so obvious – though I think there 
are and will be such benefits – it’s important for Israel just to be there,” he said. 
 



But why have Muslim countries not opposed Israel’s participation in Belt and Road like 
they did for other international investment groups? Pevzner cited Israel wanting to join 
the Asian Development Bank in 1993. In the end, it couldn’t because Muslim 
countries were opposed. 
 
“Now, because of the Belt and Road initiative, we are there with Iran and Pakistan, as 
well as many Muslim and Arab countries, a situation that demonstrates China’s influence 
in bringing countries together,” he said. “That is a huge positive for Israel.” 

 
Like Pakistan, Israel made its own geopolitical reckoning about what involvement in the BRI 
meant for them. As shown above, it wasn't all for the specifics of China's credit facilities. There 
were other far-reaching considerations. 
 
==== 
 
Update: Duterte’s engagement with non-traditional partners extends to Israel. Broadening the 
audience for his “4th option” message. 
 
From: https://news.abs-cbn.com/overseas/multimedia/photo/09/03/18/duterte-meets-netanyahu 

 

 
 
Israeli Prime Minister Benjamin Netanyahu (right) shakes hands with Philippine President Rodrigo Duterte during their meeting in 
Jerusalem on Monday. President Duterte is also scheduled to meet with President Reuven Rivlin and witness the signing of several 
partnership agreements with Israel. 

 
 
 
 

https://news.abs-cbn.com/overseas/multimedia/photo/09/03/18/duterte-meets-netanyahu


Revisiting Indonesian calculations 
 
As already stated earlier in this thesis, Indonesia was also mindful of the opportunities that 
continued relations with China would provide.  
 

Indonesia, China sign US$23.3 billion cooperation contracts under Belt and Road 
Reporter: Suharto  
14th April 2018 
 
https://en.antaranews.com/news/115354/indonesia-china-sign-us233-billion-cooperation-
contracts-under-belt-and-road 
 
Jakarta, (ANTARA News) - Indonesia and China have signed five cooperation contracts 
worth US$23.3 billion under the Silk Road Economic Belt and 21st Century Maritime Silk 
Road initiatives. 
 
< Edited > 
 
"We want to see continued cooperation not only between the governments but also 
investors of the two countries," Coordinating Minister for Maritime Affairs Panjaitan noted 
in a press statement released on Friday. 
 
< Edited > 
 
As the Indonesian president`s special envoy to establish strategic cooperation with 
China, Panjaitan highlighted the importance of encouraging business relations between 
both nations in line with the national interests. 
 
"We must be smart (as) all (countries are eying opportunities). It is a matter of being 
smart to eye opportunities to derive more benefits," he pointed out. 
 
< Edited > 

 
In the Philippines, Duterte's critics have seized upon his public inclination to avail of these 
Chinese loans as further evidence of Duterte's intention to "sell out" to China. They point to Sri 
Lanka, Laos, the Maldives, and a host of African countries as cautionary tales about the 
dangers of availing of Chinese assistance in pursuit of projects related the Belt and Road 
Initiative. Going so far as to equate dialogue with China with either treason or disaster. 
 
These same critics, however, are either oblivious -- or have chosen to ignore . . . 
 
. . . Pakistan's pursuit of the China-Pakistan Economic Corridor, at the risk of economic ruin, on 
the calculation that China could not afford to allow it go bankrupt 



 
. . . how Israel is parlaying access to Israeli tech, and participation in the BRI c/o of the Port of 
Haifa, to find common ground with its erstwhile enemies in the Arab world, with China as 
mediator . . . 
 
 
. . . how Indonesia has its railway projects and its economic engagements with China. 
 
 
The Philippines must make its own calculations. Today, such assessments come in the form of 
the 4th option. 
 

A winning endgame rather than a strategy for “how not to lose” 
Previous posts have already established that open war and surrender are unacceptable options. 
These posts have also outlined how Justice Carpio's preferred "third option" -- which puts all its 
faith on the US-PH Mutual Defense treaty, without a proper assessment of how that treaty really 
works -- actually lacks a meaningful end-game. In the final analysis, the Chief Justice's much 
publicized pronouncements are more of a defeatist, "bahala-na", prescription for "how not to 
lose" rather than a proper strategy for winning. 
 
To achieve what Carpio wants to do, Duterte's "4th option" -- which reduces PH-CN tensions 
while building up its economic defenses --  needs to be given the leeway to work. That means 
continuation of the administration's continued use of use of low-key -- bilateral -- 
communication. Demands for open diplomatic protest over China's infractions — despite the 
establishment of grievance mechanisms — are actually counter-productive, run counter to 
efforts to dial-down the rhetoric, and undo the progress made in support of the 4th option. The 
financial-deterrent built up as a result of engagement with China, as well as the windfall benefits 
for the AFP modernization program, would be undone . . . and we would be back where we 
started in 2016: Waiting for China to resume its island building campaign without any realistic 
strategy for keeping such a catastrophe from happening. 
 
The goal of the 4th option is to give China an incentive to respect Philippine law and obey 
Philippine instructions. That incentive is based on the threat of financial retaliation -- not military 
force. Picture a scenario where the Philippines unilaterally decides to default on its debts to 
China in retaliation for violations of the red lines that DFA secratary Cayetano laid out in May of 
this year. This will adversely impact the Chinese financial institutions that are party to these 
loans, and would thus create powerful voices of dissent within China about their own actions 
towards the Philippines. The ripple effects of this action upon other countries who are 
themselves holders of Chinese debt would intolerably unpredictable for a China. More on this 
point later in this thesis. 
 



The effectiveness of that incentive is proportional to the risk that China faces if it violates 
Philippine law and directives. For that reason, calibrated exposure to Chinese debt is actually an 
investment in the country's overall defense posture. 
 
As outlined earlier, Pakistan and Israel have -- thus far -- all shown examples of how BRI 
investments can be made to work. Both have found their own respective, unique, approaches 
for managing risk with reward. The Philippines needs to distill these examples and develop its 
own equivalent initiatives. By the administration's calculation -- for good or for ill -- it apparently 
found part of the answer in its build-build-build program. 
 
For the same reason that discussions about defense cannot be viewed in isolation -- it cannot 
just be about fighters, missiles, frigates, and other weapons -- the "build, build, build" program 
also cannot be viewed purely as being about infrastructure development or be measured bythe 
associated loan interest rates alone. It's value can only be properly assessed in terms of how it 
well it keep China at bay . . . and compliant. 
 
The 3rd option actually needs to be pursued AFTER the 4th option. Only through progress with 
the 4th option can the Carpio approach even be contemplated . . . if it remains necessary at all. 
 
The Philippines only has so many bridges and infrastructure projects it can build. It cannot 
afford to build indefinitely. So the measures outlined in steps 1 and 2 can really only go so far. 
To maintain, if not improve, the ability to strike back at China financially the Philippines actually 
needs to further broaden its economic engagement. At some point . . . the Philippines has to 
talk about the West Philippine Sea. 
 

 
https://defenseph.net/drp/index.php?topic=2038.msg6443#msg6443 

 
This is where discussions about the future of the 4th option becomes purely theoretical, as 
Duterte is unlikely to see the endgame of this gambit within his Presidency. Without indications 
about who the next President will be, and what his or her policies will be vis-a-vis the current 
template, all that any observer can offer is wild speculation in the form of "usapang barbero". 

https://defenseph.net/drp/index.php?topic=2038.msg6443#msg6443


 
What is clear, however, is that the future of exploration ventures in the WPS will have to be a 
collaborative effort among multiple countries . . . to include unwelcome guests such as China. 
With the settling of territorial claims being unlikely in this generation, the most that could 
reasonably be expected is some form of a treaty between claimant nations. 
 
Malacanang highlighted this need in March of this year with the following statement. 
 

http://defenseph.net/drp/index.php?topic=2098.msg10969#msg10969 
 
However, Roque said the same does not apply to SC 72 as there is an ongoing dispute 
in the said area between the Philippines and China. 
 
SC 72 was awarded to Sterling Energy Ltd in June 2002. It is located in the West 
Philippine Sea, west of Palawan Island and southwest of the Shell-operated Malampaya 
Gas Field. SC 72 covers 8,800 square kilometers. 
 
“As to [SC] 72, the agreement on joint exploration will be governed by 
international law because there has to be a treaty to be signed between the 
Philippines and China first on the joint exploration before it can be implemented by 
juridical entities of the contracting states,” Roque said. 
 
“That’s why if we enter into an agreement, we’ll have to spell out the respective rights 
and obligations of the parties by way of a compromise,” he added. 
 
< Edited > 

 
Duterte can only complete steps 1 and 2 of the 4th option, and lay the ground work for the 3rd 
step. The Philippine ambassador to China described the ground-work efforts as follows: 
 

PH, China to work out how to tap oil, gas that both sides claim 
Published February 14, 2018, 2:42 PM 
By Reuters 
 
https://news.mb.com.ph/2018/02/14/ph-china-to-work-out-how-to-tap-oil-gas-that-both-si
des-claim/ 
 
The Philippines and China have agreed to set up a special panel to work out how they 
can jointly explore oil and gas in part of the South China Sea that both sides lay claim 
without having to address the explosive issue of sovereignty. 
 

http://defenseph.net/drp/index.php?topic=2098.msg10969#msg10969
https://news.mb.com.ph/2018/02/14/ph-china-to-work-out-how-to-tap-oil-gas-that-both-sides-claim/
https://news.mb.com.ph/2018/02/14/ph-china-to-work-out-how-to-tap-oil-gas-that-both-sides-claim/


China claims most of the South China Sea, where $3 billion in sea-borne trade pass 
every year, and has competing claims in various parts of it with Brunei, Malaysia, 
Taiwan, Vietnam and the Philippines. 
 
“It’s just the start of a process,” Philippine ambassador to China, Chito Sta. Romana, told 
reporters late on Tuesday after diplomats from both sides met for the second time under 
a bilateral mechanism aimed at defusing longstanding maritime tensions. 
 
He said the decision to form a working group on cooperating on energy was a 
“breakthrough”. 
 
Forming an agreement for a joint project would be extremely complex and sensitive as 
both countries claim jurisdiction of the site of the oil and gas reserves, so sharing them 
could be deemed legitimizing the other side’s claim, or even ceding sovereign territory. 
 
The idea of joint development was first hatched in 1986, but disputes and the 
sovereignty issue have stopped it from materializing. 
 
But time is of the essence for the Philippines, which relies heavily on energy imports to 
fuel its fast-growing economy. That is complicated by estimates that its only domestic 
natural gas source, the offshore Malampaya field, will be depleted by 2024. 
 
< Edited > 

 
Later in the year, the Technical Working Group was created. 
 

PRRD okays TWG on PH-China joint exploration 
By Joyce Ann L. Rocamora  August 7, 2018, 6:07 pm 
 
http://www.pna.gov.ph/articles/1044041 
 
MANILA-- President Rodrigo Duterte has approved the establishment of a technical 
working group (TWG) on the Philippines-China joint exploration in the disputed West 
Philippine Sea, Foreign Affairs Secretary Alan Peter Cayetano said Tuesday. 
 
"I just got his approval in principle, but I can tell you that the areas where I want to have 
experts at the highest level, meaning we have Cabinet level," he told a press briefing in 
Taguig City. 
 
For the environment, Cayetano said the TWG will have representatives from the 
Department of Environment and Natural Resources; for oil and gas, the Department of 
Energy; for security, the Department of National Defense, National Security Council, 



National Intelligence Coordinating Agency and the Department of the Interior and Local 
Government. 
 
There will also be a legal team, composed of the Department of Justice and the Office of 
the Solicitor General to advise and help in the negotiation stage. 
 
"In our arbitration award, we had a team, there's a legal team. In this case, it's not a legal 
team that's going to file a case, but a legal team that's going to advise us and help us 
negotiate," he said. 
 
The legal team will focus on three components -- on oil and gas, on Constitutional law, 
and on the United Nations Convention on the Law of the Sea. 
 
Cayetano also disclosed that the Chinese side is ready with its own technical working 
group. 
 
"I'll let them make their own announcements. But as soon as both sides have working 
groups, at least we can talk. I'm not sure if we can agree but at least we can start 
talking." 
 
Cayetano said the timeline is still "as soon as possible." 
 
With the creation of working groups on both sides, he said they are hoping to finish the 
draft framework by September 2018. 
 
"I am even more optimistic that we can come up with something by September. I've 
always told you it can happen tomorrow, it can happen in a year, but why are we 
rushing? Because Malampaya will run out in 2024," Cayetano said. 
 
Cayetano maintained that any deal on the joint exploration talks will be in favor of the 
Philippines, which may be equal to the 60-40 Malampaya sharing or even better. 
 
"Malampaya is structured on 60-40 but we're negotiating for better than that," he said. 
 
Cayetano clarified that same as China, the Philippines also has an "indisputable claim" 
in the strategic waters. 
 
But opting for a joint exploration talks instead of settling the territorial dispute first does 
not necessarily mean giving up the country's sovereign rights in the region, he said. 
 
"We also have indisputable sovereignty over our territory which is defined by the 
Philippine Constitution, and we also have indisputable claims under the UNCLOS. But 
again, where do we take it from there?" 



 
He said if the country is to wait for a decision on territory, "it might take forever." 
 
"For us to come to some agreement, which is the same with the Code of Conduct in the 
South China Sea, we have to put aside territorial and sovereign rights claims but not 
abandon them," Cayetano said. (PNA) 

 
But the decision to complete the step to its logical conclusion, or to pursue a completely 
different tack, is purely the purview of the Philippine Senate. No President can make unilateral 
decisions on territorial integrity. 
 

Responding to Chinese aggression 
The financial deterrent created by the 4th option only works if China values PH-CN relations, 
and fears the financial retribution that the loss of that relationship brings. China's financial 
self-interest becomes integral to the country's defense. 
 
However, if China actually decided to test Philippine resolve and violate one of the "red lines" 
laid out by the Department of Foreign Affairs, how would the Philippines respond? 
 
The following scenario presents a plausible answer to this question. For purposes of this 
thought exercise, the following parameters will be assumed: 
 
- This events takes place in the near future, with a Presidential administration that continues 
Duterte's approach 
 
- Key build-build-build projects are either already underway or have already been completed, 
with calibrated percentage of these projects paid for by Chinese loans . . . in accordance with 
the "4th option" 
 
- At a minimum all Chinese-operated petroleum service contracts, in Alegria and Calamian are 
producing oil and generating income for the Philippines. Others Service Contracts, within 
Philippine territory, operated by other countries (e.g., Sulu) may also be operational. 
 
- All facets of the "4th option" are operational 
 
The scenario lays out a sequence of events that would follow a Chinese violation of the Ayungin 
red line, and presents one way that Malacanang could use its retaliatory options. 
 

1. For reasons unknown, China takes over the BRP Sierra Madre in Ayungin Shoal 
 



2. The PH uses the PH-CN bilateral communication mechanism to protest the action, but 
to no avail. 
 
3. The Philippines protests Chinese actions to the UN security council, but experiences 
the power of China's veto power as a permanent member of the UN Security Council 
 
4. Philippines announces a moratorium on loan payments to Chinese banks in retaliation 
the red line violation, resulting in billions of dollars of losses. Malacanang declares that 
the moratorium stays in place until Chinese troops release AFP personnel on the 
Ayungin garrison, withdraws, and compensates the Philippines for material losses 
resulting from the invasion. 
 
5. Philippines nationalizes all Chinese-held oil rigs and assets in Philippine territory to 
ensure their continued operation. All Chinese consultants and workers at these facilities 
are arrested and expelled. 
 
6. The AFP calls up Affiliated Reserve Units (ARU) who are qualified to replace the 
Chinese personnel to ensure continued operation of the nationalized facilities. 
 
7. DND organizes Task Force Ayungin which: 
 

● Deploys both of the Philippine Navy's South Korean frigates to Ayungin. Frigate 
#1 is tasked with a line-of-sight show of force function both to express 
displeasure at Chinese actions, and to re-assure AFP personnel on Ayungin that 
they have not been forgotten. Frigate #2 is tasked with air, surface, and 
sub-surface over watch duty 

 
https://www.globalsecurity.org/military/world/rok/hdf-3000.htm 

 

 
 

https://www.globalsecurity.org/military/world/rok/hdf-3000.htm


● One Tarlac class SSV is deployed to provide Underway Replenishment capability 
to the frigates, serve as a local command center, and to deploy amphibious 
assault assets that could be used for retaking Ayungin. 

 
● Deploy AW159s on either the Frigates or the the SSV for ASW protection 

 
http://defenseph.net/drp/index.php?topic=281.msg13441#msg13441 

 
 

● Deploy FA-50s for Combat Air Patrol over Ayungin garrison 
 

 
 
8. The Philippines waits for the Chinese response. 

 
In the scenario above China chose to impose a "new normal" upon the Philippines, and the 
Philippines decided to take a stand and even up the ante by resorting to the financial-retaliation 
options that the 4th option created.  
 

http://defenseph.net/drp/index.php?topic=281.msg13441#msg13441


This leaves China with two courses of action: 
 

● Trade war (TW) 
● Military action (MA) 

 
Both courses action will be discussed in their respective sub-sections, both of which could lead 
to the same positive outcome for the Philippines. 

Trade War 
With the Trade War option, China would penalize the Philippines economically for its standing 
up for itself, in an attempt to force the Philippines to accept a "new normal". This harks back to 
the days of the PH-CN banana war, but will be much far-reaching in its impact. 
 
However, unlike the last time China flexed its economic muscles in 2012, 4th-option initiatives 
already in place by the time of this scenario would have already put the Philippines on 
war-footing as far as the economy was concerned. A trade war is essentially a war of economic 
attrition. The side that wins is the one that cannot out-wait the other side. The nation-building 
benefits of the build-build-build program, designed to strengthening regional economies across 
the country, should allow the country to mitigate the effects of a Chinese embargo. 
 
Nevertheless, no country is immune from the effects of a trade war. Even the United State feels 
the sting of its prevailing tensions with China. For this reason strategic engagement with the 
international community . . . 
 
. . . focusing on economic self-interest rather than military alliances . . . 
 
. . . to force China to alter its trajectory is key. 
 
If China opts for a Trade War, the Philippines could respond with the following measures. 
 
Quote 
TW 1. To manage international perceptions of the loan default, the Department of Foreign 
Affairs (DFA) works to assure international creditors that the default is solely targeted towards 
China and is not because of the country's ability to meet its debt obligations. The PH would also 
open discussions for replacing Chinese loans with Japanese, South Korean, and perhaps even 
US alternatives. Since Chinese actions have already invalidated the need for financial 
deterrence, the Philippines no longer needs to maintain the pretense. 
 
TW 2. The DFA, theoretically, can work with other countries suffering from Chinese debt service 
— such as Pakistan — to coordinate demands for loan restructuring and similar activities that 
would have the side benefit of disrupting the Chinese usury-economy. (See Thailand initiative). 
 



TW 3. The Department of Labor, working with the DFA, recalls OFWs in China and Hong Kong. 
They are directed to safe zones, for eventual repatriation to the Philippines. This is a defensive 
measure to avoid having Filipino citizens caught in an escalating conflict. This also has the 
added benefit of bringing the pain of Chinese actions down to the private Chinese individual. 
Imagine Hong Kong families without their Filipina house helpers :-) 
 
To ease this transition, these OFWs would be given similar support that workers brought back 
from Kuwait received during the PH-Kuwait row early in 2018. 
 
Quote from: adroth on July 29, 2018, 07:12:28 AM 
What is the Repatriation Program? 
 
Repatriation is bringing distressed workers back to the Philippines. This includes airport 
assistance, temporary shelter at the OWWA Halfway House, and provision for their travel back 
to their provinces. 
 
Non-kinetic, financial support from our allies, coupled with a coordinated attack on China's 
finances by way of other countries that face similar fiscal challenges with China, would amplify 
the effect of the Philippines' retaliation. 
 
In the end . . . 
 
. . . Beijing would be forced to re-assess its Trade War calculations. 
 
Financial self-interest would force China to back off from its aggressive actions in the WPS, and 
could -- theoretically -- even open discussions about its illegal occupied possessions in the WPS 
and South China Sea. 
 

Military Action 
Instead of a trade-based response to Philippine retaliation, China could take punitive military 
action AFP forces in the WPS, to include but not limited to the take over of additional Philippine 
garrisons and re-imposition of quarantine conditions in Scarborough Shoal. 
 
Unlike the Philippines' predicament in 2016, economic activity generated in Step 2 should 
actually enable additional investments in defense with a corresponding increase in capability. 
But it remains unlikely that the Philippines would ever be able to match Chinese military power. 
While it remains important to pursue the AFP modernization program, the end-goal would not 
actually be to able to outpace Chinese defense spending. 
 
If step 2 & 3 of the 4th option are done right, these would benefit the Philippines' defense 
posture beyond the capability to acquire, if not develop indigenously, more advanced weaponry. 



The economic benefits of the 4th option, CAN lead to improved standing with our allies, and 
enhance our value as a security partner. 
 
For an example of the relationship between economic progress and the strength of defense ties, 
let us examine Japan. 
 

 
Photo by Kaijō Jieitai （海上自衛隊 / Japan Maritime Self-Defense Force） 

 
The achilles heel of the 3rd option -- which hinges on the value of the PH-US Mutual Defense 
Treaty as a shield behind which the Philippines would cower and pretend to be free to do 
whatever it willed in its EEZ -- was the absence of assurance that the treaty would indeed be 
triggered if China responded with force. As stated earlier, the MDT doesn't actually guarantee 
an automatic response, is solely dependent on the discretion of the President of the United 
States, and beyond 90 days from the initiation of combat operations will require approval of the 
US Congress to continue. 
 
US defense treaties with both Japan and the Philippines are worded similarly, and both lack a 
NATO-like automated response. HOWEVER, while public US policy towards Philippine claims to 
the WPS remains ambiguous, the US' stance with regard to Japan's claim is unequivocal. It is 
important to recognize this disparity for two principal reasons: 
 

1. To avoid a mis-assessment of the value of the MDT and dispel the notion that the 
Philippines is "entitled" to US support 

 
2. Prompt discussions about why that disparity exists in the first place. 

 



Unlike the Philippines that had been dependent on US aid and patronage for decades, opting to 
focus on internal security concerns at the expense of its external defense capability thus 
resulting in its current state of martial weakness, Japan emerged from the devastation of WWII 
as a true defense partner to the US. Whatever recognition the US gives to Japan's claims are 
commensurate to the value that Japan brings to the table and to its willingness to devote 
resources to defend those claims. 
 
Despite having branded itself a "self-defense force", and going so far as to labeling its latest 
aircraft carriers as "helicopter destroyers", Japan has a thoroughly modern and potent force that 
is able to inter-operate with US forces. The country's investments in its defense allow it to 
contribute to the US' ballistic missile defense capability, care of its AEGIS-equipped destroyers 
and missile batteries, and adds to the inventory of stealth fighters that the alliance can call upon 
for its collective defense. 
 
Japan earned the right to be called a TRUE defense partner. Hence was treated as such. 
 

Japan rolls out first domestically built F-35 
IHS Jane's 360 - 05 June 2017 
 
The conventional take-off and landing (CTOL) F-35A for the Japan Air Self-Defense 
force (JASDF) was unveiled at the site of the Mitsubishi Heavy Industries (MHI) F-35 
Final Assembly and Check Out (FACO) facility in Nagoya in central Japan. 
 
Japan is one of only two F-35 customers outside of the United States to have a FACO 
production facility, with Italy being the other. The JASDF is to receive 42 F-35As, of 
which 38 will be built by MHI at its FACO (the first four aircraft are being built by 
Lockheed Martin at its Fort Worth facility in Texas). Designated AX-5, work on this first 
Japanese-produced aircraft began in December 2015. 
 

 
 
As well as assembling F-35As, the FACO will also provide maintenance, repair, overhaul, and upgrade services to F-35s 
based in the North Asia-Pacific region from about 2018. Source: Lockheed Martin 
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The United States can rightfully be worried about the Philippines being a liability. Of being 
dragged into a fight with China by a Manila government that expects the US to do the fighting 
for it. 
 
Tokyo, in contrast, has demonstrated a willingness to face China alone -- in tangible terms, 
through palpable investments in defense. It's ability to mount such a strong defense is closely 
tied to the strength of the Japanese economy. While Japanese defense spending has 
traditionally been capped at 1% of GDP, an annual GDP in excess of US$4.9 trillion still 
marshalls a significant amount for defense.  
 
The US needs Japan as much as Japan needs the US. Arguably, for that reason, the US will 
not hesitate to openly commit itself to its treaty partner. 
 
From a US perspective, what does the Philippines really bring to the table? Why should more 
US servicemen and women risk their lives for yet another foreign entanglement? 
 
The lack of overt support for Philippine claims in the WPS is NOT something the Filipino people 
should take as a "slight". It is simply a product of our geopolitical . . . insignificance. It is . . . just 
what it is. Progress with the 4th option should change that. 
 
Help from our traditional allies will come AFTER the Philippines actually demonstrates its ability 
to look after its own interests. Integral to that demonstration is a mature, calculated, policy of 
engagement of China. We need to show that we can think for ourselves, and that we will not 
mindlessly draw our allies into a Chinese quagmire. 
 
For that reason, successful pursuit of the 4th option, is actually a precondition to the viability of 
the 3rd option which may -- or may not -- still be required when the time comes. This is the 
critical piece of the Duterte-strategy -- the 4th / Kobayashi Maru option -- that the likes of Justice 
Antonio Carpio and other pro-opposition pundits fail, or refuse, to acknowledge. 
 
4th option --> Economic growth --> More money for modernization 
 
The Philippines, as a nation, needs to come to grips with the fact that if it is to mount an 
effective defense against China AND entice its allies to commit to its cause, it needs to spend 
on defense. But to be able to spend on defense, it needs a whole-nation effort to mobilize the 
entire country to shift its economic engine into high-gear. 
 
The AFP modernization program has a prominent line-item in the National Budget. But the 
funds actually applied to the modernization acquisitions comes from the AFP Modernization 
Trust Fund, which can draw additional funding other sources -- to include funds designed by the 
Office of the President. 
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One example of the use of Executive power to benefit the AFPMTF was the use of Malampaya 
proceeds to fund the acquisition of the BRP Gregorio del Pilar, at least one of the Mk.I 
Multi-Purpose Assault Craft (MPAC), and a rehabilitated S-76 helicopter. While the controversy 
surrounding pork-barrel funds put a stop to the fund's use during the Aquino administration. It is 
not inconceivable that the combined income from Malampaya, Alegria, and potentially Calamian 
oil fields could applied to the AFPMTF again in this administration as part of "4th option" 
initiatives. 
 

 
Sail-by of the Malampaya Oil Field in 2013. Photo c/o of the Philippine Navy 

 
In its current incarnation, the AFP modernization program is divided into three "horizons", 
curated by the various planning staff (i.e., J5, G5, N5, A5). The timelines each horizon are 
explained in the following DND graphic. Horizon 1 was the result of the work of DND-AFP 
personnel working during the Arroyo and Aquino administrations, and was completed at the 
start of the current administration. Duterte signed off on the P300 billion acquisition list for 
Horizon 2 on June 20, 2018. 
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The sooner 4th option activities bear fruit, the sooner the AFP Modernization Program can shift 
into high gear and kick-start the following already-announced projects: 
 
- PN submarine program 
- Multi-Role Fighters 
- Long-Range Patrol Aircraft 
- Surface-to-surface missiles 
 
The faster the modernization program gains traction, the greater the likelihood that the 
Philippines' allies will view it the way it does Japan: As a country that is a full-partner in defense. 
 
Success of 4th-option funded efforts to build a credible defense posture would embolden the 
United States, and other allies, to OFFICIALLY and PUBLICLY recognize Philippine claims -- on 
par with how it supports Japan. Duterte's 4th option, therefore, would make Carpio's preferred 
3rd option viable. 
 
Circling back to the scenario laid out here: 
 

MA 1. In the wake of overt Chinese military action, the Philippines invokes the Mutual 
Defense Treaty with the US 
 
MA 2. The United States responds with accelerated Freedom of Navigation Operations 
in the WPS, delivery of logistical support items to allow the AFP sustain military 
operations in WPS 
 
MA 3. Finally . . . and most importantly . . . the United States OFFICIALLY and 
PUBLICLY declares that is recognizes the KIG as part of Philippine territory, and that 
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any and all military action that violates Philippine sovereignty would be treated as an 
attack on the United States itself and would merit a military response . . . forthwith. 

 
Regardless of whether or not China resorts to a trade war or military action, with the 4th option 
the Philippines will be able to mount an independent response, that will benefit from 
international support, but will not require international participation as a pre-condition for any 
action in the first place. 


