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On the Asian Century, Pax Sinica & Beyond
The Philippines and the Belt and Road (1)

Siegfried O. Wolf

This is the first comment in a series concerning the Philippines’
quest to define its role in the Belt and Road Initiative (BRI). It aims
to shed light on the social and economic aspects of BRI-related
projects in the Philippines from a comparative perspective, using the
China-Pakistan Economic Corridor (CPEC) as the major point of
reference.

The BRI, a Chinese-initiated, large-scale international development
scheme, became the centre of debates in the political, academic, and
broader public spheres in the Philippines. As is the case in numerous
other countries, both government and society are at odds regarding
a crucial choice - whether to join the BRI or not. Also in
consideration are issues relating to what an extent might the nation
participate, and what might be the patterns of collaboration as well
as the benefits and risks involved. There was initially some
confusion in Manila regarding whether the island-state was invited
to be part of the BRI at all. The lack in clarity was linked to the
obvious fact that the Philippines’ geographic position does not fall
within the scope of land-based BRI-related schemes (the ‘Silk Road
Economic Belt”) - nor was the country explicitly mentioned in the
context of Beijing’s maritime section of the BRI (the ‘21st Century
Maritime Silk Road’). Growing tensions relating to maritime
disputes and the Philippines’ deep entrenchment within a US-guided
security architecture were perceived as additional inhibiting factors.
However, today the Philippines’ role in the BRI seems to be taking
shape. The participation by Philippine President Rodrigo Roa
Duterte in both the first and second Belt and Road Forums (2017 and
2019) underlined Beijing’s interest in incorporating the Philippines
into the BRI (Rabena, 2018, p.6; Estrada, 2018, March, p.1). In the
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last couple of years Sino-Philippine interactions increased through a number of new bilateral
agreements, collaboration mechanisms, and Chinese investment projects in the Philippines.
President Duterte, who launched an ambitious socio-economic program (known as Duterte
Economics) under the ‘Build, Build, Build’ infrastructure plan®, seems to have identified substantial
congruence between the Chinese President Xi Jinping’s vision of the BRI and his own strategy ‘to
reduce poverty, promote economic growth and reduce congestion’ (PCOO, 2017, April 2018) .
Manila hopes that the participation in the BRI will translate into improved access to the Chinese
market as well as help attract investments and additional financial development assistance from
Beijing (Rabena, 2018). It is also expected that BRI-related projects will strengthen both inter- and
intra-island connectivity and as such foster social inclusiveness and decentralisation.

Another crucial feature of Mr Duterte’s rationale is that a country-wide economic development will
contribute to political stabilisation in the restive southern island of Mindanao, the second largest in
the country. This island hosts a large Muslim community (24 per cent of 24,1 million citizens are
Muslims) and faces severe insurgency movements. The ‘Southern Philippines’ as a whole seems to
suffer from the growing link between domestic and international Jihadist groups, particularly the
Islamic State (IS) and al-Qaeda. One of the most remarkable examples of this phenomenon is the
battle over Marawi?, conducted by local terrorists supported by IS fighters (Gunaratna, 2017, July).
It is interesting to note that Marawi was the first city outside the Middle East and Africa to be
temporarily taken over by the IS in conjunction with local allies®.

Nevertheless, despite the enthusiasm among the Duterte administration regarding the BRI and the
potential benefits of Chinese investment, the debate over the country’s approach towards Beijing is
far from over. Obviously, there are widely diverging perceptions regarding Chinese engagement in
the Philippines. The government’s positive attitude towards China is not shared by large segments of
civil society, including local entrepreneurs, political opposition, and foreign policy observers.
Chinese projects in general are associated by many with corruption, lack of transparency, absence of
competitive bidding, and over-pricing (Cardenas, 2017). There are growing fears about deteriorating

labour standards and losses in national sovereignty as well as political and economic decision-making

1 The Build, Build Build Infrastructure Program is - along with the ‘Agenda 2030’ (long-term development
agenda) and the ‘Ambisyon Natin 2040’ (long-term vision) - part of the Philippine Development Plan (2017-
2022) by the Duterte administration, which aims to achieve a ‘Golden Age of Infrastructure’ (Rabena, 2018, p.
7).

2 Marawi is the capital city of Lanao del Sur province in the Southern Philippine island of Mindanao.

3 More concretely by its local branch, the ‘Islamic State Lanao’ (ISL)/Islamic State Philippines’ (ISP) set up by
the Maute Group (Gunaratna, 2017, July).
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power Vis-a-vis China. Concerns exist that closer ties with Beijing will harm relations with
Washington (Ni, 2018, April 12) and create mistrust among ‘western investors’. The fact that Foreign
Direct Investments in 2018 dropped remarkably (around 4.5 percent lower than prior year’s inflow,
Reuters, 2019, March 11) - and despite the growing influx of Chinese capital - must be seen as an
indication that traditional economic partners are starting to take a more cautious approach towards
the country.

Philippine decision-makers must consider a number of questions. Will Chinese assistance lead to
sustainable economic growth and improve living conditions among the citizenry? How will the BRI
influence political dynamics - most particularly, will it lead to more political stability and to the
eradication of religiously-motivated violence? And what are the impacts of increased Chinese
engagement on the social and cultural fabric of the country?

In order to address these questions, it might be insightful for the Philippine government to apply an
international comparative assessment approach. This implies a detailed monitoring of negotiation
processes, terms and conditions, and actual planning and implementation phases of Chinese projects
under the ‘BRI framework’ in other countries so as to evaluate probable outcomes for its own land.
Here, it is argued that the China-Pakistan Economic Corridor (CPEC) - known as the flagship project
and ‘showroom’ of the BRI - can serve as an important point of reference®. Many challenges the
CPEC implementation is facing are caused and embedded in the specific context of Pakistan.
Nevertheless, when considered carefully, there are a number of issues related to the CPEC which
could offer valuable, thought-provoking impulses when it comes to delineating Manila’s strategies
regarding the BRI.

To begin with, it is reported that the CPEC is accompanied by an increasing influence by Beijing in
Pakistan’s domestic political trajectories. Some of the most outstanding examples in this context
include the systematic suppression of critical voices (critics are perceived as ‘enemies of Pakistan’,
Sharif, 2018, May 22). This truncation of freedom of speech and press is tightly linked to severe
violations of human and political rights.

Furthermore, there are clear indications that Beijing intervened in Pakistani state agencies’ regulatory
processes. For example, power producing companies involved in CPEC power plant projects jointly

exercised tremendous pressure on the NEPRA (National Electric Power Regulatory Authority) to

4 For an detailed assessment of the CPEC, see: Wolf, Siegfried O. (2019). The China-Pakistan Economic Corridor of
the Belt and Road Initiative: Concept, Context and Assessment. Heidelberg: Springer (Forthcoming, July).
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design reglementary clauses (namely as relates to security costs and project insurance) favouring
them at the expense of Pakistan’s consumers. This not only overturned the NEPRA’s initial decisions
but also violated the constitutional mandate of the agency - which is mandated to balance and protect
the interests of all actors involved, most especially consumer interests. There are no doubts among
independent observers that this move to outmanoeuvre the NEPRA was orchestrated by China. The
Philippine government must assess its institutional safeguards so as to keep undue influence out of
political and regulatory process and thus ensure that citizens’ rights and interests are protected in the

face of China’s commercial agenda.

As in Pakistan, Philippines face a grave threat that the BRI enforces a nation-wide dynamic of
militarisation and securitisation - in the form of a massive increase of security forces, foremost
Philippine but also possibly Chinese (most likely through private security contractors). The major
reason for this is that Chinese projects and citizens might become the focus of both domestic and
international Jihadist organisations aiming to hurt Beijing’s interests and assets. This trend can be
seen as a consequence of the harsh treatment given to Muslims in China, especially the Uighurs in
the western Xinjiang province. In Pakistan, attacks against Chinese projects and workers are
increasing despite the large-scale build-up of security forces exclusively dedicated to the protection
of CPEC projects and agents. One should mention that Beijing insists that these growing security
costs are to be financially covered by Pakistan - a remarkable constraint on the national budget.
Manila may come to be confronted with a similar situation. Furthermore, one must seriously doubt
the expectation by President Duterte’s administration and the country’s defence establishment that
the BRI will help address any insurgency problem, Jihadism, or political instability (GMA News,
2017). On the contrary the BRI may worsen the security situation, either by inflaming simmering
tensions or by creating new conflicts. Philippine insurgents (and terrorists) may well identify BRI-
related projects as instruments of suppression and exploitation instead of as measures intended to
improve the social and economic conditions in their ‘homeland’.

The case of Pakistan shows that the BRI can create severe economic distortions in participating
countries. Pakistani entrepreneurs are being squeezed out of their own markets by Chinese both state-
owned and private enterprises which benefit from huge financial resources and political backing by
their government. By contrast the Pakistani government is unable and/or unwilling to protect the
legitimate interests of its local businesses. In order to attract Chinese investors, Islamabad enacted

foreign, trade-bound and economic policies clearly disadvantageous for its own entrepreneurs. A
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policy which is not reflected in Chinese goodwill, as Beijing maintains technical barriers to trade and
other obstacles for Pakistani products ambitioning to enter the Chinese market. As a result of
Islamabad’s efforts to win over BRI-related projects, the country’s economic development is
essentially hampered by a - exponentially growing - trade deficit with China. One should be aware
that any major engagement by a country into the BRI needs to be flanked with an ‘enabling economic
policy’ which not only creates incentives for foreign investments but also considers the interests and
needs of domestic companies and markets. Another form economic distortion effected in Pakistan
through the BRI is the fact that the CPEC led to an further entrenchment of the Pakistani Armed
Forces in business activities. In other words, instead of promoting private-sector development, the
large size of Chinese development projects and the way respective tenders are formulated - and
contracts negotiated and implemented - favours ‘big companies’ in the construction, communication
and telecommunication sectors. All these are owned and operated by different branches of the armed
forces (or their subsidiaries). This is leaving little or no space for the usually much smaller-sized
private entrepreneurs (particularly the SMEs®) to become meaningful engaged in the CPEC process.
Since economic activities by the military are not an unknown phenomenon in the Philippines (Hall,
2017), Manila has to ensure that BRI-related projects don’t lead to distortions and dysfunction in the
country’s economic sector due to military involvement or processes of monopoly.

Another important point regarding assessments of the BRI is to realise that one of Beijing’s most
significant overall goals is to boost socio-economic development in China’s poor, remote western
border provinces. The focus of industrial expansion follows a strategy of internal regional-
rebalancing from prosperous south-eastern coastal areas towards China’s underdeveloped west.
International industrial expansion — of the kind Manila hopes to profit from - is seen as secondary by
Beijing. Despite the enthusiastic rhetoric proponents of Beijing’s vision for international
development and the concept of economic corridors, the BRI is not designed to push for the
industrialisation and modernisation of non-Chinese economic areas. This is especially true as regards
industries perceived as crucial for the achievement of China’s goal to become the world leader in
advanced high-tech products and the setter of global technological and engineering standards. Higher-
value economic expansion is likely to be observed within China rather than in countries along the
BRI. In consequence, it remains be seen whether BRI infrastructure projects are to be followed by

the settlement of industrial units for manufacturing advanced technological products (the transfer of

5 SMEs (Small and Medium-sized Enterprises).
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R&D?® units is extremely unlikely) enabling the island state to provide jobs for its highly qualified
workforces (and to avoid and/or reverse the brain-drain process). Otherwise, the country will remain
a destination for ‘low-tech’ industries - due to cheaper labour - and a market for Chinese products.
Regarding Chinese leverage, the Philippines may experience a rapidly increasing ‘Sinization process’
reflected in an extraordinary influx of Chinese workers, companies and products. The plans for
constructing a real estate project for around 500,000 Chinese immigrants in the Pakistani port city of
Gwadar gives a hint regarding the dimensions of the ‘Chinese overseas colonies’ Beijing aims to
establish. Pakistan is already witnessing the first clashes between Pakistani and Chinese citizens. It
is interesting to note that Bangladesh, another South Asian country and major destination for BRI
projects, was recently shaken by a deadly confrontation involving hundreds of Chinese and
Bangladeshi labourers (BBC, 2019, June 19). Such incidents could occur in the Philippines as well -
if and when domestic workers feel exploited by Chinese companies (due to poor payments and
miserable working conditions) or disrespected in their religious beliefs and cultural practices
(especially those of the Muslim community).

Last but not least, an unfortunate feature of the CPEC is that apparently not one of the major energy
and road infrastructure projects involves an adequate Environmental Impact Assessment/EIA. It is
reported that corridor-related projects are creating tremendous ramifications for the country’s
environment, public/human health, indigenous cultures and traditional livelihood of local
communities, among others. Considering the already severe environmental problems the Philippines

face, such phenomena should be avoided.

To sum up: from an international, comparative perspective, there is a concrete threat that BRI-related
projects in the Philippines will lead to economic distortions, add to political instability, reinforce
negative environmental impacts and fail to fulfil the government’s expectations regarding a
contribution to sustainable economic growth and improvement in living conditions among the
citizenry. However, if carefully considered, Manila might be able to attenuate some of the above-
mentioned potential ramifications. This depends on the capacity and willingness by the Philippine
leadership to make each Chinese development project subject to a comprehensive, rigorous, and

transparent assessment process.

6 R&D (Research & Development).
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