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Indo-Pacific Explainer: The Philippines

Why the Philippines matter

The Philippines matter to Australia, and the wider region. The country has the second largest
population in Southeast Asia and is one of the fastest growing economies in Asia. Its strategic
location puts Manila close to key trade routes but also geopolitical flashpoints in the Indo-
Pacific - notably Taiwan and the South China Sea. Finally, the Philippines have one of the largest
diaspora communities. More than 10 million Filipinos live and work overseas, approximately
250,000 of them in Australia.' Their remittances amounted to US$ 37,2 billion in 2023 or

8.5 per cent of the Philippines’ GDP.?
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How the Philippines see the world

The Philippines endured a long history of external interference and colonialism. In the 16™
century, the islands that would become the modern archipelagic country were first colonised
by the Spanish. But following US victory in the Spanish-American War in 1898, control over
the territory was transferred. It was only in 1946, following vast destruction during the
Second World War and a period of Japanese occupation (1942-45), that the US granted the
Philippines independence.

Historical ties with the US continue to shape Filipino foreign policy to this day. In 1951, the
Philippines entered a Mutual Defence Treaty with the US, which committed both to support
each other in case of an external armed attack. Under another post-independence agreement,
the US is also allowed to this day to maintain military bases on Filipino territory. As such, the
US remains an important security provider for Manila. For Washington, in turn, the Philippines
constitutes a strategic partner and an important pillar of US engagement in Asia.



These ties do not, however, mean that the Philippines wholly aligns with the US. Indeed, the Filipino
Constitution calls for an “independent foreign policy” to maximise Philippines’ autonomy, security,
and prosperity. In 1991, the Filipino government put into law three interlinked priorities that continue
to guide foreign policy. These include the protection of sovereignty and territorial integrity, economic
development, and the protection of Filipinos abroad. To support these interests, the Philippines foster
diverse relationships. It is a founding member of the Association of Southeast Asian Nations (ASEAN)
and pursues external cooperation based on shared interests - including with China, which is an
important economic partner for Manila’s development and infrastructure objectives.
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Australia’s relationship with the Philippines

The Philippines is one of Australia’s longest-standing bilateral relationships. Early ties date back to at
least the 19" century when Filipino pearl divers arrived in Broome in Western Australia and Thursday
Island in Queensland to join the growing pearl shell industry. Their modern relationship began during
the Second World War when the Philippines’ government evacuated to Australia. Australia also
played a pivotal role fighting alongside Philippines forces in the campaign that liberated the country
from Japan.

Canberra established formal diplomatic relations with the Philippines immediately after it gained
independence in 1946. During the Cold War, both countries developed a close political and security
relationship based on shared strategic interests. Both were ‘spokes’ in the US alliance system. And
both supported US efforts to contain Communism to maintain stability in their shared neighbourhood.

After the Cold War ended, they continued to deepen their partnership. Cooperation grew particularly
close in defence and security matters. A milestone in in the relationship was the visiting forces
agreement, which outlined the legal terms for the presence of one country’s forces in the other. It
entered into force in 2012 and made Australia the only country next to the US which has such an
agreement with the Philippines.

To support their common interest in regional peace and stability, Canberra and Manila

have also cooperated closely on transnational security threats. For example, Australia has
supported counterterrorism efforts in the Philippines’ south, where a Muslim insurgency has
simmered for decades. After an attempt by Islamic insurgents to capture the city of Marawi in 2017,
Australia assisted recovery and peacebuilding in the region with a further AU$ 25 million.”

Diplomatic relations reflect the stable trajectory of the partnership over the past eight decades. In
2005, both governments agreed on a regular ministerial-level meeting to review and set direction for
bilateral relations. The elevation of ties to a Comprehensive Partnership in 2015 aimed to advance
cooperation across a range of areas including trade, development assistance, and people-to-people
linkages. In 2023, Canberra and Manila once again elevated their diplomatic relations to a “strategic
partnership”, responding to emerging challenges in the Indo-Pacific with key priorities on maritime
cooperation and cyber security.
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The Philippines’ security and regional outlook

Given its geographic location, many flashpoints of US-China competition converge in the
Philippines’ neighbourhood. Its northernmost island lies less than 90 miles from Taiwan,

whose independence the US has pledged to protect but China claims as part of its territory. To
the west lies the South China Sea, where the Philippines’ territorial waters are challenged by
China’s historical claims under the so-called nine-dash line (see Box 1). Perhaps unsurprisingly,
therefore, a recent survey revealed that 76 per cent of Filipinos see China as the “greatest
threat” to the Philippines.®

BOX 1: The 2016 arbitral ruling on the South China Sea

The South China Sea is home to key global trade routes as well as rich
natural and marine resources. China and the Philippines have been
embroiled in a territorial dispute over parts of these waters for decades.

Under the so-called nine-dash-line, China asserts sweeping claims of
sovereignty over much of the South China Sea. But these claims conflict
with the UN Convention on the Law of the Seas (UNCLOS), which confers
coastal states jurisdiction over all resources in the waters extending 200
nautical miles from its shore and 12 nautical miles for other features such
as rocks.

In 2013, therefore, the Philippines lodged a claim against China with the
Permanent Court of Arbitration (PCA), an inter-governmental dispute
resolution mechanism located in The Hague. In 2016, the PCA gave the
Philippines rights in all its 15 submissions.

The ruling was a milestone event because it clearly established before the
international community (and other claimant states) that major elements
of Beijing's claim such as the nine-dash line, land reclamation activities,
and other activities such as fishing in Philippine waters were unlawful.
Beijing, however, did not accept the verdict.

The strategic priorities of the Philippines and Australia in the Indo-Pacific align in many ways.
Australia has an interest in protecting both the rules-based order and free access to ‘global
commons' like waterways in the South China Sea. Therefore, Canberra supports Filipino efforts
to protect its territorial integrity and sovereignty against Chinese incursions. For example,
Canberra has committed to joint patrols in Filipino waters and participates in joint military
exercises such the annual Balikatan (shoulder-to-shoulder) drills between the Philippines and
US. At the same time, both rely on China as major economic and trading partner. They therefore
face similar challenges in navigating great power competition, seeking to avoid direct conflict by
maintaining good relations with both great powers and diversifying their external partnerships.



Economic cooperation

Although Australia’s trade relationship with the Philippines is underpinned by two free

trade agreements, the ASEAN-Australia-New Zealand Free Trade Agreement (AANZFTA) and
the Regional Comprehensive Economic Partnership (RCEP), bilateral economic cooperation is
lagging. Australia was only ranked 15 among the Philippines top trade partners in 2023, while
the Philippines was not even among Australia’s top 15 that year.® Overall, Australia’s two-way
trade with the Philippines is three to four times smaller than with other Southeast Asian states
like Singapore, Vietnam, Malaysia, and Indonesia.’

This is a missed opportunity given the rapidly growing Filipino economy, its big domestic
market, and young population. Two recent government policies, therefore, aim to boost economic
cooperation: the Strategic Partnership and the Southeast Asia Economic Strategy to 2040.

Both documents identify numerous areas to leverage the respective strengths of each country

to enhance two-way trade and investment (see Box 2). Moreover, the Strategic Partnership
declaration includes practical steps such as new visa policies and educational scholarships to
strengthen people-to-people ties.

BOX 2: Priority areas for enhanced economic cooperation

Resilient supply chains Food security

Energy transition Digital and creative economies

Mining and minerals processing Blue Economy

Education Infrastructure

Further reading

7 The state of bilateral relations in 2023
2 Territorial disputes in the South China Sea
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