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Abstract 

Diplomatic credibility is increasingly treated as a strategic asset in the Indo-Pacific, yet it is often discussed as if it were 

produced primarily by external alignment rather than by domestic capability. This study analyzes the Philippines’ diplomatic 

credibility as an endogenous outcome of three internal pillars: governance integrity, economic resilience, and strategic 

adaptability. Using a descriptive–comparative design and secondary macro-level indicators, the paper benchmarks the 

Philippines against the ASEAN-6 (Indonesia, Malaysia, Singapore, Thailand, Vietnam, and the Philippines) and synthesizes 

evidence from the World Bank (including Worldwide Governance Indicators and World Development Indicators), IMF 

statistical series, and trade datasets (e.g., UN Comtrade/UNCTAD). Findings show that credibility-relevant signals are uneven 

across pillars: governance indicators exhibit persistent fragility relative to regional peers; economic resilience remains 

constrained by structural concentration and volatility-sensitive external exposure; and strategic adaptability is shaped by a 

compensatory reliance on alliance-based security and episodic policy recalibration. Taken together, the results are consistent 

with the Philippine Diplomatic Credibility Framework (PDCF), which posits that external legitimacy depends on disciplined 

institutions, productive and diversified economic capacity, and coherent strategic statecraft. The study concludes that 

strengthening credibility in the Indo-Pacific requires converting domestic reforms into durable external leverage through 

institutional professionalism, industrial modernization, and policy coherence. 
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1. Introduction 

1.1 Background of the Study 

The twenty-first-century Indo-Pacific order is 

undergoing a profound strategic transformation. As 

great-power rivalry intensifies between the United 

States and China, middle and small powers in the 

region confront a reconfiguration of alliances, trade 

networks, and security architectures. Within this 

volatile context, the Philippines occupies a pivotal 

yet precarious position—a democracy with deep 

historical ties to the West, growing economic 

engagement with China, and a renewed commitment 

to ASEAN multilateralism. Often characterized in 

earlier scholarship and public discourse as a 

prominent democratic polity with a predominantly 

Christian cultural heritage in Southeast Asia, the 

Philippines now faces the dual challenge of 

sustaining moral legitimacy at home while 

recalibrating its strategic posture abroad. 

The contemporary policy dilemma lies in 

reconciling domestic fragility with external 

ambition. Persistent issues of political volatility, 

corruption, and institutional inconsistency have 

eroded the coherence of Philippine diplomacy, while 

economic vulnerabilities—heavy dependence on 

remittances and services, limited industrial 

diversification, and exposure to regional shocks—

continue to constrain strategic autonomy. Yet the 

country’s diplomatic environment is simultaneously 

expanding: alliance modernization with the United 

States, deeper integration in the Regional 

Comprehensive Economic Partnership (RCEP), and 

multi-vector engagement with Japan, the European 

Union, and ASEAN collectively underscore 

Manila’s aspiration to reassert itself as a credible 

regional actor. 

Amid these intersecting pressures, the 

Philippines must answer a foundational question: 

Can a state reclaim international influence without 

first restoring domestic integrity and resilience? This 

study investigates that question by examining how 

internal economic, institutional, and ethical 

conditions shape the country’s diplomatic credibility 

and strategic behavior in the Pacific Rim. 
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1.2 Problem Context and Rationale 

Although the Philippines has exhibited 

periodic foreign-policy innovation—such as its 

2016 arbitral victory in the South China Sea and its 

current pursuit of multi-vector diplomacy—its 

capacity for sustained global engagement remains 

inconsistent. Shifts in leadership often produce 

abrupt re-orientations, eroding external trust and 

complicating alliance management. The erosion of 

democratic norms under populist administrations 

has likewise weakened Manila’s soft-power capital, 

once anchored in moral leadership and human-rights 

advocacy. 

In parallel, economic resilience remains 

partial. While recent trade agreements have 

expanded market access, the country’s industrial 

base and technological competitiveness lag behind 

regional peers. These internal weaknesses limit the 

Philippines’ bargaining leverage and magnify 

dependence on security guarantees from larger 

powers. Consequently, the Philippines risks being 

perceived as a reactive rather than a proactive 

actor—its diplomacy constrained by domestic 

fragility rather than guided by strategic vision. 

This study is therefore grounded in the 

proposition that foreign-policy credibility is 

endogenous to domestic reform. Strengthened 

governance, diversified economic structures, and 

moral leadership form the necessary preconditions 

for credible, sustainable diplomacy. Understanding 

these linkages can illuminate how the Philippines 

may transition from a position of vulnerability to one 

of principled agency within the Indo-Pacific order. 

Despite adaptive strategies, a persistent 

analytical gap remains in understanding how 

internal governance and economic structures 

condition external behavior. While existing 

literature often addresses the Philippines’ foreign-

policy oscillation between the United States and 

China, few studies empirically connect this external 

behavior with the country’s internal governance and 

economic realities. Much of the debate remains 

normative, focusing on alignment choices rather 

than the structural determinants of diplomatic 

credibility.  

This study addresses that gap by developing 

and applying the Philippine Diplomatic Credibility 

Framework (PDCF) — a model positing that 

credibility in international relations arises from the 

interaction of three domestic pillars: governance 

integrity, economic resilience, and strategic 

adaptability. Through comparative regional 

indicators and interpretive analysis, the study 

situates the Philippines within the broader Indo-

Pacific order and identifies how internal coherence 

translates into external legitimacy. 

1.3 Significance of the Study 

This research contributes to both scholarly 

discourse and policy design in several ways. First, it 

integrates economic, political, and ethical 

dimensions into a single analytical framework, 

addressing the fragmentation of current Philippine 

foreign-policy scholarship. Second, it situates the 

Philippines as a case study in integrative statecraft, 

demonstrating how internal governance reforms 

influence external legitimacy. Third, by 

synthesizing quantitative indicators with qualitative 

narratives, the study bridges empirical and 

normative analysis—linking macro-economic 

performance, alliance modernization, and moral 

authority within one conceptual structure. 

Practically, the findings aim to inform policy 

formulation within the Department of Foreign 

Affairs, the National Security Council, and 

economic planning agencies by clarifying how 

domestic strengthening can serve as leverage for 

diplomatic expansion. For academia, the study 

contributes to developing a Southeast Asian 

perspective on middle-power diplomacy that 

combines realism, institutionalism, and moral 

constructivism. 

1.4 Objectives of the Study 

The study aims to examine the internal 

foundations of Philippine diplomatic credibility 

within the Indo-Pacific context. Specifically, it seeks 

to: 

a. Assess the state of governance integrity in 

the Philippines relative to regional 

counterparts, focusing on institutional 

quality, transparency, and rule-of-law 

indicators; 

b. Evaluate economic resilience through 

macro-financial, trade, and industrial 

indicators that influence national autonomy 

and competitiveness; 

c. Analyze strategic adaptability and external 

positioning by mapping alliance networks, 

trade exposure, and regional participation; 

d. Integrate these domains within the 

Philippine Diplomatic Credibility 

Framework (PDCF) to determine how 

domestic strength conditions international 

credibility; and 
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e. Formulate policy recommendations to 

enhance the country’s governance, 

economic, and strategic coherence in 

support of sustainable diplomatic 

engagement. 

1.5 Theoretical and Conceptual Framework 

This study is anchored on three interrelated 

theoretical perspectives—realism, institutionalism, 

and moral constructivism—which together 

illuminate how the Philippines can sustain 

diplomatic credibility amid shifting regional 

dynamics. 

From the realist standpoint, a state’s external 

posture is conditioned by its capacity to protect 

national interests and balance power in an anarchic 

international system. However, realism alone cannot 

explain the enduring influence of norms and 

alliances that shape smaller states’ behavior. 

Institutionalism supplements this view by 

emphasizing the stabilizing role of international 

regimes, trade arrangements, and alliances that 

reduce uncertainty and expand policy options for 

states such as the Philippines. In parallel, moral 

constructivism highlights that state behavior is also 

guided by identity, ethical leadership, and shared 

values—elements central to the Philippines’ 

historical self-concept as a democratic polity with a 

predominantly Christian cultural tradition 

Integrating these perspectives, the proposed 

Philippine Diplomatic Credibility Framework 

(PDCF) posits that a country’s external credibility 

and strategic adaptability are functions of its internal 

economic resilience, governance integrity, and 

moral authority. These three domains interact 

dynamically: sound governance strengthens 

economic performance; economic resilience 

enhances strategic autonomy; and moral leadership 

legitimizes international engagement. Together, 

they determine the state’s ability to pursue coherent, 

value-driven diplomacy within the Indo-Pacific 

environment. 

Conceptually, the framework envisions 

Diplomatic Credibility (DC) as the dependent 

construct influenced by three core independent 

domains: 

a. Domestic Governance Integrity (DGI) – 

transparency, accountability, and 

institutional stability; 

b. Economic Resilience (ER) – 

diversification, fiscal soundness, and 

productive capacity; 

c. Strategic Adaptability (SA) – 

responsiveness to regional shifts through 

alliances, mediation, and policy flexibility. 

Ethical leadership and civic education serve as 

mediating variables, reinforcing the transmission of 

domestic credibility to external legitimacy. The 

PDCF therefore captures both the material and 

moral dimensions of statecraft, proposing that a 

nation’s influence abroad is inseparable from its 

discipline, unity, and integrity at home. 

2. Review of Related Literature 

2.1 Strategic Orientation and Realignment 

Scholarly and policy literature widely 

recognizes that the Philippines’ foreign policy has 

undergone a discernible transformation from a 

largely pro-Western alignment toward a form of 

pragmatic balancing within the broader Indo-Pacific 

order. De Castro (2016, 2020, 2021, 2023, 2024) and 

Heydarian (2016, 2017) trace this evolution across 

successive administrations, noting that Manila’s 

traditional reliance on the United States as its 

principal security guarantor—cemented by the 1951 

Mutual Defense Treaty—has gradually given way to 

a more complex hedging strategy. Under President 

Benigno Aquino III, the Philippines pursued legal 

and diplomatic balancing against China through 

international arbitration and deepened alliance 

cooperation with Washington. The Duterte 

administration, by contrast, sought accommodation 

with Beijing while rhetorically proclaiming an 

“independent foreign policy,” a shift that De Castro 

(2020) characterizes as appeasement tempered by 

institutional inertia. Despite Duterte’s overtures, the 

structural and bureaucratic foundations of the U.S. 

alliance—military interoperability, defense aid, and 

enduring public approval—prevented a decisive 

strategic reorientation (Velasco & Song, 2023; 

Heydarian, 2017). More recent analyses describe the 

Duterte and Marcos Jr. periods as instances of 

“dynamic” or “adaptive” hedging, in which Manila 

simultaneously pursues economic engagement with 

China and renewed defense collaboration with the 

United States to manage risk and maximize returns 

in an increasingly polarized regional environment 

(Chao, 2022; Küçükdeğirmenci & Zandamela, 

2020; Cook et al., 2024; Quilop, 2024). 

This balancing posture reflects a regional 

pattern in which few states have been able to sustain 

genuine neutrality amid intensifying U.S.–China 

rivalry. Comparative studies of Indo-Pacific 

diplomacy demonstrate that strategic neutrality is 

conceptually appealing yet operationally fragile. He 

and Li (2020) observe that the competitive 

interdependence between Washington and Beijing 

has blurred the boundaries between economic and 

security domains, reducing the policy space 

available for non-alignment. India and Indonesia 

have attempted to institutionalize “strategic 

autonomy” or “hedging-plus” policies—forms of 

calibrated flexibility that engage both powers while 
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avoiding formal alliance commitments (Anwar, 

2022; Liu & Jamali, 2021; Tuychiyeva, 2025). 

However, Rajagopalan (2020) and Liu and Jamali 

(2021) show that even these larger states exhibit 

episodic tilts when confronted with crises affecting 

core interests, suggesting that autonomy is 

situational rather than systemic. For smaller and 

middle powers such as the Philippines, neutrality is 

further constrained by treaty obligations, defense-

capability asymmetries, and geographic exposure to 

flashpoints like the South China Sea. The empirical 

consensus therefore situates Manila’s position not as 

neutral but as pragmatically non-aligned—a state of 

selective cooperation underpinned by alliance 

dependence. 

Parallel to this strategic recalibration is a 

growing scholarly debate over the continuing 

relevance of the Association of Southeast Asian 

Nations (ASEAN) as Manila’s principal diplomatic 

vehicle. Historically, ASEAN embodied the 

Philippines’ multilateral identity, serving as a 

platform for regional economic integration and 

normative consensus-building (Saravanamuttu, 

1994; Nesadurai, 2008; Noble et al., 2022). Through 

ASEAN, the country pursued initiatives on counter-

terrorism, trade facilitation, and disaster 

management (Umam et al., 2023; York, 2015). Yet 

the limits of ASEAN’s consensus-based decision-

making have become increasingly apparent in the 

face of great-power rivalry. De Castro (2020) argues 

that ASEAN’s reluctance to confront China’s 

assertiveness in the West Philippine Sea has eroded 

its strategic utility for Manila, prompting a shift 

toward bilateral and minilateral partnerships with 

the United States, Australia, and likeminded 

partners. Sianturi and Wiswayana (2024) similarly 

find that Philippine defense policy documents now 

treat ASEAN as a supporting framework rather than 

a security instrument, reflecting the bloc’s internal 

divisions and limited capacity for collective 

deterrence. Nevertheless, ASEAN continues to 

provide diplomatic legitimacy and economic 

coordination, allowing Manila to sustain regional 

engagement while pursuing more decisive 

alignments elsewhere (Noble et al., 2022; Kadir, 

2024). 

Taken together, these studies portray a foreign-

policy trajectory defined by strategic pragmatism 

rather than ideological alignment. The Philippines’ 

position within the Indo-Pacific is characterized by 

three intersecting realities. First, its alliance with the 

United States remains the structural core of national 

defense, even as the government courts Chinese 

trade and investment. Second, neutrality has proven 

more rhetorical than real: Manila, like its regional 

peers, practices hedging under conditions of 

constrained autonomy. Third, ASEAN retains 

symbolic importance but has ceded functional 

primacy to bilateral and minilateral mechanisms 

better suited to hard-security cooperation. In sum, 

contemporary scholarship situates the Philippines 

within a wider pattern of hedging small and middle 

powers that navigate systemic rivalry through 

calibrated flexibility—a balancing act that preserves 

agency but tests coherence. This evolving strategic 

orientation sets the foundation for examining how 

domestic governance and institutional credibility 

condition the sustainability of such diplomacy in the 

succeeding thematic domain. 

2.2 Domestic Governance and Credibility 

The corpus of contemporary scholarship 

establishes a robust connection between domestic 

governance quality and diplomatic credibility. 

Analysts concur that the Philippines’ external 

influence has been circumscribed by internal 

political volatility, weak institutional continuity, and 

entrenched corruption, but they also suggest that 

well-designed reforms could restore the country’s 

standing as a credible regional actor. The evidence 

reveals a dynamic relationship: domestic fragility 

constrains diplomacy, while institutional renewal 

strengthens it. 

Studies by Lischin (2022) and De Dios (2021) 

locate the decline in Philippine diplomatic leverage 

within a broader pattern of democratic backsliding. 

The Duterte administration’s concentration of 

power, erosion of checks and balances, and 

politicization of the bureaucracy weakened policy 

coherence and professional accountability across 

government agencies. By sidelining institutional 

expertise in favor of executive discretion, Manila 

forfeited key diplomatic opportunities—most 

notably its failure to operationalize the 2016 arbitral 

ruling on the South China Sea, which undermined its 

negotiating position with Beijing. Nguyen and Tok 

(2024) describe this tendency as “personality-driven 

diplomacy,” wherein foreign policy follows 

domestic political calculus rather than strategic 

design, producing oscillations between 

confrontation and conciliation that erode trust 

among allies. Camba (2023) adds that these shifts 

reflect a deeper logic of political survival: 

successive administrations recalibrate external 

alignments to manage internal legitimacy crises, 

resulting in erratic signaling to partners and 

investors. 
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The problem extends beyond volatility to the 

structural effects of corruption and weak 

institutional continuity. Patronage networks, opaque 

procurement processes, and politicized 

appointments have historically distorted foreign-

policy priorities and discredited state commitments 

(Camba, 2023; OUP, 2022). Such governance 

deficits invite external skepticism about the 

Philippines’ reliability as a partner and increase 

vulnerability to great-power influence. Lischin 

(2022) notes that inconsistent alliance 

management—illustrated by Duterte’s suspension 

and later restoration of the Visiting Forces 

Agreement—exposed the fragility of commitments 

rooted in executive discretion rather than 

institutional consensus. In this context, corruption 

functions not only as an ethical liability but as a 

strategic one: it signals unpredictability and reduces 

the country’s capacity to uphold treaty obligations 

over time. 

Yet the same body of literature offers an 

optimistic counterpoint. Domestic reform emerges 

as a pathway to diplomatic rehabilitation, echoing 

comparative insights that link internal renewal with 

external credibility. Waqas (2025) conceptualizes 

this linkage in his “Boat Bridge Diplomacy” model, 

arguing that the consolidation of domestic 

governance strengthens bargaining power and 

reduces dependence on external patrons. Goldfien, 

Joseph, and McManus (2022) empirically 

demonstrate that states exhibiting consistent rule of 

law and bureaucratic professionalism enjoy higher 

levels of international trust and alliance durability. 

Parallel evidence from China’s post-reform 

experience shows how institutional 

professionalization and policy alignment with global 

standards translated into enhanced diplomatic 

reputation (Martin, 2021; Zhang, 2021; Lin & 

Katada, 2020). Likewise, Demir (2025) finds that 

Turkey’s democratization reforms improved 

alliance stability by curbing executive volatility. 

These comparative cases suggest that reforming 

administrative capacity, depoliticizing foreign-

policy institutions, and embedding transparency can 

collectively transform domestic integrity into 

strategic credibility. 

In synthesis, the literature portrays the 

Philippines’ diplomatic performance as a mirror of 

its internal governance condition. Political 

instability, corruption, and institutional 

fragmentation have constrained its capacity to 

project consistent influence, yet credible domestic 

reforms could reverse this trajectory. Strengthening 

bureaucratic professionalism, restoring checks and 

balances, and reinforcing the rule of law would not 

only stabilize policy formulation but also rebuild 

confidence among allies and investors. Ultimately, 

the country’s ability to sustain effective diplomacy 

depends less on external alignment than on domestic 

renewal—the restoration of integrity, predictability, 

and institutional memory within the state itself. This 

theoretical consensus frames domestic governance 

not as an ancillary concern of foreign policy but as 

its determinant foundation, a principle that 

underpins the succeeding discussions on economic 

diplomacy and soft-power regeneration. 

2.3 Economic Diplomacy and Resilience  

The literature on Philippine economic 

diplomacy underscores a recurring paradox: while 

the economy demonstrates enduring resilience and 

incremental integration into regional frameworks, its 

structural underpinnings remain fragile and 

insufficiently diversified to guarantee long-term 

stability. Scholars agree that the country’s external 

economic engagement—through trade 

liberalization, foreign investment, and regional 

cooperation—reflects a strategic adaptation to 

global and regional transformations. Yet these 

external linkages expose internal vulnerabilities, 

particularly the narrowness of the production base 

and institutional barriers that constrain full 

participation in dynamic value chains. 

Analyses of the Philippine growth model point 

to limited structural diversification despite 

consistent macroeconomic expansion. Villareal, 

Vigonte, and Abante (2024) and Balaoing-Pelkmans 

and Mendoza (2024) emphasize that the economy 

continues to depend heavily on services, 

remittances, and consumer-driven demand, leaving 

it vulnerable to cyclical and external disruptions. 

While sectors such as IT-BPO, tourism, and 

financial services have expanded, they have not 

generated sufficient backward linkages to 

manufacturing and agriculture. Monsod and 

Gochoco-Bautista (2020) argue that this imbalance 

was starkly revealed during the COVID-19 

pandemic, when lockdowns and global supply-chain 

interruptions exposed the absence of a robust 

industrial base capable of absorbing shocks. As 

Baladjay and Carlos (2024) further note, resilience 

built on fiscal stability and remittance inflows may 

mask deeper structural fragility. Their study of 

critical industries—particularly energy, 

telecommunications, and digital infrastructure—

warns that continued dependence on external 

suppliers and geopolitical exposure in the Asia-

Pacific could undermine economic sovereignty and 

complicate diplomatic flexibility. 

Within this context, regional trade integration 

has provided a partial counterbalance. Participation 

in RCEP, APEC, and ASEAN Free Trade 

Agreements has yielded measurable but uneven 

domestic benefits. Peng et al. (2023) and Faiz et al. 

(2025) demonstrate that these frameworks expanded 

market access, reduced trade barriers, and 

strengthened regional production networks, 
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producing tangible welfare gains among ASEAN 

members. For the Philippines, Rivera and Tullao 

(2024) identify growth opportunities in services and 

digital trade, where comparative advantages align 

with liberalization trends. However, they also 

caution that such gains depend on domestic 

capacity—logistics, regulatory quality, and 

productivity—to translate access into 

competitiveness. In essence, regional agreements 

provide an enabling environment rather than a 

guarantee of prosperity. Without internal 

modernization, the Philippines risks becoming a 

peripheral beneficiary of integration rather than a 

shaping force within it. 

Parallel developments in foreign investment 

dynamics reinforce this conditional narrative of 

resilience. Globally, FDI flows have rebounded 

since the pandemic, but recovery trajectories vary 

widely across regions. Džogan, Lacko, and 

Hajduová (2025) report that the European Union 

sustained investment efficiency through adaptive 

management and digitalization, while Firdos et al. 

(2024) show that South Asia’s recovery hinges on 

governance quality, control of corruption, and 

macroeconomic stability. Sulvani and Fafurida 

(2024) identify similar patterns in Indonesia, where 

targeted fiscal and monetary coordination 

accelerated FDI resurgence. These findings resonate 

with Kutovoi (2021) and OECD (2021), who argue 

that post-pandemic economic diplomacy 

increasingly centers on investment climate reform—

transparency, regulatory predictability, and 

institutional credibility—as determinants of 

sustained inflows. The implication for the 

Philippines is clear: while regional frameworks 

create opportunity, the realization of investment 

gains depends on domestic governance and the 

quality of policy execution. 

Taken together, these strands of evidence 

converge on a consistent conclusion: the 

Philippines’ economic diplomacy is constrained by 

domestic structural limits but holds significant 

potential if underpinned by institutional reform and 

industrial upgrading. The literature portrays the 

country as resilient yet reactive—able to adapt to 

regional trends but unable to shape them. Genuine 

resilience, scholars suggest, requires not only 

participation in trade and investment networks but 

also the development of autonomous productive 

capacity and credible economic institutions. In this 

sense, economic diplomacy is not merely about 

external negotiation; it is the externalization of 

internal strength. The capacity to negotiate, attract 

investment, and withstand shocks ultimately rests on 

the country’s success in diversifying its economy, 

modernizing critical industries, and 

institutionalizing coherent, predictable policy. Only 

then can the Philippines transform its adaptive 

resilience into strategic economic influence in the 

Pacific Rim. 

2.4 Soft Power and Cultural Diplomacy 

The literature consistently underscores that the 

Philippines’ soft power is rooted in its moral, 

religious, and cultural heritage, yet its influence has 

evolved from clear exemplarism toward a more 

pluralistic, contested, and adaptive form of cultural 

diplomacy. Historically, the Philippines was 

recognized as a democratic and Christian beacon in 

Asia, its moral authority derived from the 

convergence of Catholic social values and the 

People Power Revolution’s global symbolism of 

peaceful resistance (Bautista, 2020; Miazin, 2022). 

The Catholic Church, acting as a moral arbiter and 

political intermediary, wielded substantial influence 

in democratization and civic life, helping to define 

the Philippines as a moral voice in the region. 

However, the rise of new religious movements and 

evangelical groups has diversified the national faith 

landscape, fragmenting the once-unified Catholic-

political identity and moderating the country’s 

symbolic clarity as a Christian democracy (Yuchen, 

2025; Heydarian, 2021). Scholars such as Aguilan 

(2024) observe that globalization, political 

disillusionment, and persistent inequality have 

further complicated this moral image, transforming 

the Philippines from a singular exemplar into a 

complex moral actor negotiating competing values 

within its own polity. 

Amid this internal diversification, researchers 

identify faith-based diplomacy and humanitarian 

engagement as enduring sources of moral leverage 

in Philippine international relations. Faith-based 

organizations (FBOs) continue to occupy a distinct 

position within global diplomacy due to their 

credibility, community networks, and capacity to 

operate in politically sensitive environments 

(Marshall et al., 2021; Phillips, 2021). Studies across 

Asia and Europe demonstrate that religious 

institutions can supplement formal diplomacy by 

providing access, mediation, and humanitarian 

coordination where states are constrained (Husein et 

al., 2024; Adam & Surwandono, 2025; Sulewski, 

2025). These findings align with Nadziak and 

Bógdał-Brzezińska’s (2024) analysis of interfaith 

peace initiatives, which show how moral legitimacy 

can substitute for material power in negotiations. For 

the Philippines—a nation with deep religious roots 
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and global humanitarian credentials—such moral 

capital constitutes an alternative axis of influence, 

complementing its limited economic and military 

capabilities. Strategically institutionalized, this 

humanitarian diplomacy could reestablish the 

country’s regional identity as a moral and 

compassionate actor, capable of bridging divides 

through empathy and shared ethical values rather 

than coercive power. 

Alongside religious and humanitarian 

dimensions, the literature highlights cultural 

diplomacy—particularly through education, media, 

and diaspora networks—as a modern extension of 

Philippine soft power. Gumenyuk et al. (2021) argue 

that digitalization has revolutionized cultural 

engagement, allowing nations to project identity and 

values through online platforms and global media 

ecosystems. Comparative case studies reveal that 

sustained investment in cultural diplomacy yields 

measurable gains in influence and reputation: South 

Korea’s creative-industry diplomacy (Sokolova & 

Karaseva, 2025), the United States’ Cold War 

cultural programs (Klynina, 2022), and the 

European Union’s educational exchanges (Ahn & 

Lim, 2023) all demonstrate how culture functions as 

a durable instrument of attraction. For the 

Philippines, its global diaspora—over ten million 

strong—represents a living conduit of cultural 

exchange and transnational advocacy. Filipino 

professionals, artists, and educators embody the 

country’s values of compassion, adaptability, and 

solidarity, making the diaspora both a symbolic and 

functional extension of its diplomatic reach. 

However, as the literature notes, maximizing these 

assets requires strategic coherence and institutional 

coordination: cultural initiatives must be 

deliberately aligned with national policy objectives 

to sustain impact and counter narrative 

fragmentation (Gumenyuk et al., 2021; Ahn & Lim, 

2023). 

Synthesizing across these strands, the 

literature portrays the Philippines’ soft power as 

transitional rather than diminished. Its moral 

influence—once derived from religious unity and 

democratic idealism—has become diversified, 

refracted through humanitarian diplomacy, cultural 

creativity, and the global Filipino presence. This 

transformation reflects both loss and renewal: while 

the nation’s role as Asia’s uncontested Christian 

democracy has waned, its capacity for faith-

informed, people-centered, and culturally dynamic 

diplomacy endures. The country’s soft power now 

lies in its hybridity—a blend of faith, compassion, 

and cultural resilience that allows it to mediate 

across ideological, religious, and regional divides. In 

the evolving Pacific and Indo-Pacific arenas, where 

moral legitimacy increasingly complements 

strategic power, the Philippines’ cultural and 

humanitarian diplomacy offers not nostalgia for past 

moral leadership, but a reimagined form of influence 

grounded in empathy, pluralism, and human 

solidarity. 

2.5 Security and Regional Mediation 

Contemporary literature positions the 

Philippines at a strategic crossroads in the evolving 

Indo-Pacific security architecture—a state with 

proven peacebuilding expertise and deep alliance 

ties, yet constrained by structural asymmetries and 

great-power rivalry. Scholars converge on the view 

that the Philippines’ security role oscillates between 

moral mediator and strategic partner, reflecting the 

tension between its normative aspirations and 

material dependencies. 

Domestically, the Philippines has developed a 

credible foundation for mediation and conflict 

management through decades of peacebuilding and 

interfaith engagement. Its success in the Mindanao 

process, as documented by Candelaria (2020), and 

the emergence of faith-based initiatives that promote 

interreligious dialogue (Corpuz 2025), illustrate the 

country’s ability to operationalize trust-based 

diplomacy. These experiences generated what 

analysts describe as a grass-roots peace 

infrastructure—a reservoir of social capital that 

lends moral legitimacy to the Philippines’ external 

engagements. Such moral authority, however, 

encounters limits when transposed to regional 

theaters where power asymmetry and alliance 

politics dominate. 

In the South China Sea and Taiwan Strait, the 

Philippines’ potential role as a neutral mediator is 

tempered by its dual identity: a claimant state and a 

treaty ally of the United States. Putra (2024) 

characterizes Manila’s posture as one of 

“acquiescent ascension,” constrained by security 

dependence and strategic hedging. Yusuke (2024) 

similarly identifies the Philippines as an emergent 

middle power—active in multilateral forums but 

structurally tied to U.S. deterrence frameworks. As 

De Castro (2022) argues, this alignment situates the 

country within Washington’s Indo-Pacific grand 

strategy, limiting its credibility as a neutral broker 

vis-à-vis Beijing. Thus, while the Philippines retains 

moral credibility derived from its peacebuilding 

record, its mediation potential in great-power 

conflicts remains largely symbolic rather than 

instrumental. 

Conversely, literature on alliance 

modernization underscores how renewed defense 

cooperation with the United States is enhancing 

national readiness and interoperability. Kih (2020) 

demonstrates that modernization transforms the 

U.S.–Philippines alliance from a dependency model 

into a capability-building partnership, emphasizing 

localized defense development and joint operational 

planning. This evolution mirrors patterns observed 
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in other U.S. alliances, where modernization 

initiatives in Japan and Australia have elevated 

strategic coordination and regional deterrence 

(Canfield & Haddad 2021; Matsuda 2023; Gosling 

2023). Through shared exercises, technological 

transfers, and joint contingency planning, the 

Philippines has begun to close critical capability 

gaps in maritime surveillance, logistics, and cyber 

defense, thereby reinforcing both national and 

collective security resilience. 

Integrating these strands, scholars depict the 

Philippines’ contemporary security identity as 

hybrid and transitional—anchored in moral 

diplomacy yet increasingly defined by strategic 

alignment. Its soft-power strengths in mediation, 

interfaith engagement, and humanitarian 

cooperation complement its hard-power 

modernization through alliance systems. However, 

genuine regional mediation will depend on whether 

Manila can translate its domestic peacebuilding 

legitimacy into a broader framework of confidence-

building diplomacy within ASEAN and Indo-Pacific 

mechanisms. The emerging consensus is that the 

Philippines’ most viable role is not that of a neutral 

arbiter but of a moral bridge and credible partner—

one that advances rule-based order, fosters dialogue, 

and strengthens collective deterrence while 

navigating the complex realities of alliance politics 

and regional multipolarity. 

 

2.6 Policy Priorities and Future Directions 

The literature converges on a central premise: 

the Philippines’ future diplomatic credibility and 

strategic resilience depend fundamentally on the 

sequencing and integration of internal reforms, 

economic consolidation, diversified diplomacy, and 

moral renewal. The country’s capacity to navigate 

complex geopolitical realities and reclaim its 

symbolic regional influence rests not merely on 

external alignments, but on how effectively it 

strengthens its internal foundations—economic, 

institutional, and ethical. 

Scholars underscore that economic 

fortification must precede or accompany diplomatic 

expansion. Waqas (2025) articulates this through the 

“Boat Bridge Diplomacy” model, which posits that 

a state’s global influence is inseparable from its 

domestic stability and economic robustness. 

Without solid fiscal management, institutional 

coherence, and productive capacity, diplomatic 

initiatives risk overextension and dependency. In 

comparative perspective, China’s global ascendance 

illustrates how economic consolidation precedes 

geopolitical assertiveness: internal reforms and 

industrial upgrading created the material basis for 

sustained diplomatic engagement (Feng et al., 2024; 

Yuan, 2024). For the Philippines, this literature 

implies that diplomacy rooted in internal economic 

strength—characterized by fiscal integrity, 

industrial diversification, and social stability—will 

yield more credible and autonomous engagement in 

international forums. 

Building on this foundation, the literature 

widely endorses multi-vector diplomacy as the most 

viable strategic path for the Philippines in the Indo-

Pacific. Rather than aligning exclusively with any 

single great power, the Philippines has progressively 

institutionalized a layered, multi-directional 

approach to foreign policy—balancing defense 

cooperation with the United States, economic 

engagement with China, and developmental 

partnerships with Japan, ASEAN, and the European 

Union (Chao, 2022; De Castro, 2023, 2024; Quilop, 

2024). This multidimensional engagement preserves 

strategic flexibility while enhancing national 

bargaining power. However, as Wu and Velasco 

(2022) and Ibarra (2024) note, its success hinges on 

strong state capacity and coherent policy articulation 

to prevent contradictions across overlapping 

commitments. In this sense, multi-vector diplomacy 

represents not indecision but calibrated pluralism—

a grand strategy of engagement that aligns economic 

diversification with geopolitical prudence. 

Beyond material and strategic concerns, the 

literature also highlights the moral and democratic 

dimension of national renewal as a vital component 

of future foreign policy credibility. Cullen (2020) 

and Mozumder (2021) emphasize that sustained 

ethical leadership and visible integrity are 

prerequisites for restoring public trust and global 

legitimacy. Democratic resilience, according to 

Ughulu (2025), depends equally on intellectual 

cultivation and civic education, which empower 

citizens to hold leaders accountable and sustain 

moral governance. MacKenzie (2025) further argues 

that while procedural trust can temporarily uphold 

democratic systems, long-term legitimacy 

ultimately rests on transparent justification and 

moral consistency. For the Philippines, reclaiming 

its image as a credible democratic actor with 

historically significant religious soft-power 

resources in Asia requires integrating ethical 

governance, civic education, and restorative justice 

into its national and foreign policy agenda. 
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In synthesis, the policy priorities of the 

Philippines must evolve through three interlocking 

trajectories. First, internal economic strengthening 

should serve as the foundation of diplomatic 

credibility, ensuring resilience against external 

shocks and dependency. Second, multi-vector 

diplomacy must be institutionalized as a permanent 

doctrine—anchoring the Philippines within a 

dynamic web of alliances, partnerships, and regional 

networks that reinforce autonomy. Third, moral and 

democratic leadership must be revitalized as both a 

domestic imperative and a soft-power resource, 

reinforcing the country’s traditional identity as a 

moral actor in regional politics. The literature thus 

points toward a strategic vision of the Philippines as 

a principled, pragmatic, and pluralistic middle 

power—one capable of advancing national interests 

while contributing to the ethical and cooperative 

stability of the Indo-Pacific region. 

 

2.7 Integrated Synthesis and Identified Literature 

Gaps 

Across the six thematic domains, a coherent 

picture emerges: the Philippines occupies a 

transitional position within the Indo-Pacific order—

a state simultaneously rediscovering its strategic 

identity, rebuilding internal credibility, and 

redefining its role as a moral and pragmatic actor in 

regional affairs. The literature collectively reveals 

that the country’s external posture is inseparable 

from its domestic conditions. Strategic realignment, 

economic diplomacy, and moral leadership all 

converge on one analytical principle: national 

resilience precedes international influence. 

In Strategic Orientation and Realignment, 

scholarship establishes that the Philippines has 

evolved from a purely pro-Western orientation 

toward a pragmatic balancing strategy that engages 

both the United States and China while maintaining 

ASEAN linkages. Yet this shift remains reactive 

rather than programmatic; it reflects adaptation to 

external pressures rather than an internally coherent 

grand strategy. Studies by De Castro (2024) and 

Chao (2022) conceptualize this as “dynamic 

hedging,” but few works examine how such 

balancing is institutionalized within Philippine 

foreign-policy bureaucracy or sustained across 

political transitions. 

The second domain, Domestic Governance 

and Credibility, underscores that internal political 

instability, corruption, and populist leadership 

cycles weaken diplomatic leverage and policy 

continuity. While several authors (Lischin 2022; 

Nguyen & Tok 2024) trace the causal links between 

domestic volatility and foreign-policy inconsistency, 

the empirical scope remains limited to elite decision-

making. There is scant analysis of how bureaucratic 

professionalism, civil-service reform, or anti-

corruption mechanisms directly shape the 

Philippines’ external credibility—a significant gap 

this study seeks to illuminate. 

The literature on Economic Diplomacy and 

Resilience reveals partial diversification and modest 

gains from regional trade frameworks such as RCEP 

and ASEAN FTAs. Authors agree that structural 

vulnerabilities persist due to reliance on remittances 

and services (Villareal et al., 2024). However, few 

studies integrate macro-economic data with 

diplomatic behavior, leaving unanswered how 

economic diversification—or its absence—

translates into negotiating power, alliance 

dependency, or crisis resilience. The interaction 

between trade policy and geopolitical positioning 

remains theoretically underdeveloped. 

In Cultural Diplomacy and Soft Power, the 

Philippines retains residual moral influence as 

Asia’s oldest democracy and largest Catholic nation, 

yet the rise of plural religious movements and global 

secularism has diffused its once-singular narrative. 

While studies highlight faith-based and 

humanitarian diplomacy as alternative leverage 

(Marshall et al., 2021; Husein et al., 2024), empirical 

assessments of their diplomatic impact are scarce. 

No comprehensive framework currently links 

cultural exports, diaspora networks, and religious 

soft power within a measurable model of Philippine 

influence—a major conceptual void addressed by 

the present inquiry. 

Security and Regional Mediation research 

identifies the paradox of the Philippines as both a 

peacebuilder and a claimant state. Its domestic 

successes in interfaith conflict resolution 

(Candelaria 2020; Corpuz 2025) contrast with its 

constrained neutrality in the South China Sea and 

Taiwan Strait. Alliance modernization with the 

United States has improved defense readiness (Kih 

2020), yet most analyses remain descriptive, 

focusing on military logistics rather than the 

normative dimensions of alliance credibility or 

mediation potential. Integrating security 

modernization with ethical statecraft represents an 

underexplored frontier in Philippine strategic studies. 

Finally, Policy Priorities and Future Directions 

articulate a consensus on sequencing: internal 

economic strengthening and moral reconstruction 

must precede diplomatic expansion. Waqas (2025) 

and Ughulu (2025) highlight that ethical governance 

and wisdom-based leadership underpin durable 

diplomacy, while De Castro (2023, 2024) and 

Quilop (2024) advocate multi-vector engagement as 

the pragmatic expression of sovereignty. Yet 

existing works tend to treat these trajectories—

economic, diplomatic, moral—as discrete 

phenomena. The literature lacks an integrated 



 
 

   

 

 

@2025 International Journal of Health and Business Analytics. All rights reserved. 10 

framework linking economic performance, 

institutional ethics, and strategic posture under a 

unified analytical model of national credibility. 

Synthesis 

Taken together, these bodies of work suggest 

that the Philippines is transitioning from positional 

to purposeful diplomacy. Its emerging grand 

strategy hinges on combining hard-power 

modernization with soft-power renewal, while 

restoring democratic integrity as the moral substrate 

of foreign engagement. The interdependence 

between internal governance and external influence 

is clear, but under-theorized: the current scholarship 

describes “what” is occurring but not sufficiently 

“how” or “why” domestic variables transform into 

diplomatic outcomes. 

Identified Gaps 

1. Integrative Gap: No comprehensive model 

links domestic institutional strength, 

economic resilience, and moral legitimacy 

to the Philippines’ diplomatic credibility. 

2. Operational Gap: Limited empirical 

measurement of how alliance 

modernization, economic diversification, 

or faith-based diplomacy tangibly improve 

national leverage. 

3. Temporal Gap: Few longitudinal analyses 

trace the continuity of Philippine foreign-

policy behavior across administrations in 

relation to internal reforms. 

4. Normative Gap: The moral and ethical 

dimensions of leadership are 

underexplored as determinants of foreign-

policy trust and soft-power capital. 

5. Comparative Gap: Insufficient cross-

national comparison of how middle powers 

with similar constraints (e.g., Indonesia, 

Vietnam) institutionalize multi-vector 

diplomacy. 

Conceptual Implication 

These gaps justify a research agenda that 

positions the Philippines not merely as a subject of 

geopolitical alignment but as a case study in 

integrative statecraft—where economic strength, 

institutional ethics, and strategic adaptability jointly 

determine international credibility. Addressing these 

lacunae will contribute to theory-building on small- 

and middle-power diplomacy, while offering 

empirical grounding for policy frameworks that link 

domestic reform to foreign-policy effectiveness. 

The preceding review established that while 

the Philippines’ diplomatic evolution has been 

widely documented, the interlinkages among 

domestic governance, economic resilience, and 

diplomatic credibility remain theoretically 

underdeveloped and empirically untested. Existing 

research describes the country’s shifting alignments 

and moral challenges but rarely integrates these 

dimensions into a unified explanatory model. To 

address this gap, the present study employs a mixed 

descriptive–analytical design that systematically 

examines how internal economic and governance 

factors relate to the Philippines’ external credibility 

and strategic adaptability in the Pacific Rim. The 

following chapter outlines the methodological 

framework through which these relationships are 

investigated. 

3. Methodology 

3.1 Research Design 

The study employed a descriptive-analytical 

design anchored in secondary quantitative data and 

qualitative interpretive synthesis. It operationalized 

the Philippine Diplomatic Credibility Framework 

(PDCF) through three analytic pillars — 

Governance Integrity, Economic Resilience, and 

Strategic Adaptability — to examine how internal 

structural factors shape external diplomatic 

credibility. 

3.2 Data Sources and Scope 

Data were drawn from authoritative 

international databases and regional statistical 

portals, including: 

a. World Bank’s World Development 

Indicators (WDI) for macroeconomic, 

fiscal, and social metrics; 

b. Worldwide Governance Indicators (WGI) 

for governance integrity scores (voice and 

accountability, government effectiveness, 

regulatory quality, rule of law, and control 

of corruption); 

c. UN Comtrade and IMF Direction of Trade 

Statistics for trade structure and export 

destination data; 

d. SIPRI and supplementary defense-

capability indices (used cautiously and for 

contextual triangulation) for defense-

related measures; and 

e. ASEAN Statistical Yearbook and ADB 

Outlooks for regional comparison. 
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The primary analytical window centers on the 

post-pandemic and re-alignment period (2020–

2025). However, several indicators—particularly 

governance series such as the WGI—are analyzed 

longitudinally (1996–2023, based on the latest 

available release) to establish structural baselines 

and trajectory effects. Where appropriate, the study 

uses multi-year averaging to reduce noise and 

emphasize structural rather than short-term variation. 

3.3 Analytical Procedure 

The research proceeded in three sequential 

stages: 

3.3.1 Indicator Mapping. 

Each PDCF pillar was represented by selected 

measurable indicators: 

a. Governance Integrity — WGI composite 

averages; 

b. Economic Resilience — GDP growth, FDI 

inflows, export diversification ratios, 

current-account balance; 

c. Strategic Adaptability — trade 

concentration indices, alliance 

memberships, and regional cooperation 

participation. 

 

3.3.2 Comparative Regional Analysis. 

Philippine data were benchmarked against 

ASEAN-6 economies (Indonesia, Malaysia, 

Singapore, Thailand, Vietnam, and the Philippines) 

to identify relative strengths and asymmetries. 

Descriptive statistics and proportional comparisons 

were used to highlight structural dependencies and 

divergences. 

3.3.3 Integrative Interpretation. 

Quantitative patterns were interpreted through 

qualitative geopolitical context, linking domestic 

performance with external behavior. This step 

synthesized the three pillars to derive implications 

for diplomatic credibility, supporting an applied 

assessment of the framework’s explanatory 

plausibility in Section 4. 

3.4 Limitations 

As a macro-level interpretive study, the 

analysis is limited by data availability and the use of 

aggregate national indicators that may not capture 

sub-sectoral nuances. Nonetheless, triangulating 

multiple international datasets and presenting cross-

temporal comparisons strengthens interpretive 

confidence, while remaining bounded by the limits 

of secondary, aggregate indicators and the varying 

methodological rigor of supplementary indices. 

 

4. Results and Discussion 

Although the study’s central interpretive 

window focuses on 2020–2025, governance 

integrity is presented longitudinally using WGI 

series data (1996–2023) to establish the structural 

trajectory within which the post-pandemic period is 

embedded. This long-run view clarifies whether 

recent diplomatic and policy shifts reflect durable 

institutional change or short-cycle fluctuation. 

4.1 Governance Integrity and Democratic 

Credibility: WGI Trends (1996–2023) 

4.1.1 Voice and Accountability 

 

Figure 1.  Governance Indicators - Voice and 

Accountability  (1996-2023) 

The World Bank’s Worldwide Governance 

Indicators dataset (WGI 2023 update) shows a 

steady and substantial decline in the Philippines’ 

Voice and Accountability score—from 58.5 

percentile in 1996 to 46.6 percentile in 2023, with a 

temporary peak at 62.2 percentile in 1998 and a 

trough of 40.1 percentile in 2021. This indicator 

reflects perceptions of citizens’ ability to participate 

in governance, freedom of expression, and media 

independence. The downward trajectory of roughly 

−12 percentage points over 27 years signals a 

systematic erosion of participatory and civil liberties 

within Philippine political life. 

This pattern aligns with the broader literature 

on democratic backsliding under populist 

administrations and politicization of institutions 

(Lischin 2022; De Dios 2021). Notably, the post-

2016 dip coincides with the weakening of 

institutional checks and the centralization of 

executive power, while the modest recovery after 

2021 parallels the transition to the Marcos Jr. 

administration and the gradual reopening of political 
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space following pandemic restrictions. However, the 

current 2023 ranking remains below its late-1990s 

level, suggesting that structural repair rather than 

cyclical adjustment is required to restore the 

country’s former standing as a participatory 

democracy. 

 

Figure 2. Political Stability and Absence of 

Violence/Terrorism (1996-2023) 

4.1.2 Political Stability and Absence of 

Violence/Terrorism 

According to the World Bank Worldwide 

Governance Indicators (WGI), the Philippines’ 

percentile rank for Political Stability and Absence of 

Violence/Terrorism declined sharply from 29.26 in 

1996 to an all-time low of 5.21 in 2010, reflecting a 

period marked by recurrent insurgencies, terrorist 

incidents, and political upheavals. Although partial 

recovery followed—rising to 22.17 in 2022 and 

23.70 in 2023—the country remains in the lower 

quartile globally, indicating persistent fragility in its 

internal security environment. 

This long-term pattern illustrates the 

vulnerability of Philippine governance to both 

structural and episodic shocks. The post-2000 

deterioration corresponds with the escalation of 

domestic insurgencies in Mindanao, high-profile 

political assassinations, and successive leadership 

transitions that destabilized security policy. The 

2010 nadir coincides with intensifying terrorist 

activity and institutional turnover in the security 

sector. Incremental improvement since 2016 reflects 

the institutionalization of the Bangsamoro 

Autonomous Region in Muslim Mindanao 

(BARMM) and gradual modernization of the Armed 

Forces of the Philippines, though political volatility 

and regional tensions continue to constrain stability. 

4.1.3 Government Effectiveness 

 

Figure 3. Government Effectiveness (1996-2023) 

4.1.3 Government Effectiveness 

The World Bank’s Worldwide Governance 

Indicators show that the Philippines’ Government 

Effectiveness percentile rank improved from 44.81 

in 1996 to a high of 65.87 in 2014, before easing to 

58.02 in 2023. The long-term trajectory thus reveals 

notable gains in institutional capacity, service 

delivery, and bureaucratic quality over the past three 

decades, albeit with recurrent fluctuations linked to 

political turnover and fiscal constraints. 

The steady rise from the mid-2000s to 2014 

corresponds with intensified public-sector 

reforms—particularly in fiscal management, anti-

corruption initiatives, and performance-based 

budgeting—introduced during the Aquino 

administration. The subsequent plateau after 2016 

suggests that while administrative modernization 

and digitalization initiatives have continued, 

governance efficiency remains uneven across 

sectors and levels of government. Pandemic-related 

disruptions (2020–2021) and the slow rebound of 

local administrative functions partially explain the 

moderate decline after the 2014 peak. 
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Figure 4. Regulatory Quality (1996-2023) 

4.1.4 Regulatory Quality 

The World Bank Worldwide Governance 

Indicators show that the Philippines’ Regulatory 

Quality percentile rank began at 54.89 in 1996, rose 

to its highest recorded level of 61.41 in 1998, and 

stood at 57.55 in 2023. The pattern indicates relative 

stability within the mid-range of global rankings, 

suggesting that while the Philippines maintains a 

reasonably open and reform-oriented regulatory 

environment, it has not achieved sustained 

improvement over time. 

The modest rise during the late 1990s reflected 

post-liberalization reforms that improved market 

entry, competition, and transparency in key sectors. 

However, the subsequent stagnation from 2004 to 

2023 points to structural bottlenecks in policy 

enforcement, frequent regulatory reversals, and 

politicization of economic decision-making. 

Although recent initiatives—such as the Ease of 

Doing Business Act (2018), streamlining of business 

permits, and digital transformation in government 

processes—have incrementally strengthened 

administrative predictability, inconsistent 

implementation continues to weaken investor 

confidence and external perceptions of regulatory 

reliability. 

4.1.5 Rule of Law 

The World Bank Worldwide Governance 

Indicators show a steady long-term erosion in the 

Philippines’ Rule of Law performance, declining 

from 53.77 percentile rank in 1996 to 37.26 in 2023, 

with the lowest point recorded in 2021 (26.19). This 

sustained weakening reflects persistent judicial 

inefficiencies, politicization of legal processes, and 

limited public trust in law enforcement institutions. 

 

Figure 5.  Rule of Law (1996-2023) 

The late-1990s to mid-2000s decline 

corresponded with unresolved corruption cases and 

institutional instability following successive 

transitions of power. Although incremental recovery 

was observed after 2015, the country’s rule-of-law 

environment remains below its historical average, 

constrained by case backlogs, uneven regulatory 

enforcement, and human-rights controversies. 

Despite modernization initiatives—such as e-courts, 

judicial transparency portals, and internal reforms in 

the Department of Justice—perceived 

accountability gaps and inconsistent implementation 

continue to dampen external confidence in the 

Philippine legal system. 

 

Figure 6.  Control of Corruption (1996-2023) 

4.1.6 Control of Corruption 

The World Bank Worldwide Governance 

Indicators reveal that the Philippines’ Control of 

Corruption percentile rank declined from 45.70 in 

1996 to a low of 20.00 in 2006, briefly recovered to 
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44.08 in 2013, and settled at 32.55 in 2023. This 

long-term regression highlights the persistent 

challenge of systemic corruption and the limits of 

episodic reform campaigns. 

The steep fall in the early 2000s coincided with 

heightened perceptions of grand corruption and 

political patronage, while the partial recovery in 

2013 reflected the institutional reforms undertaken 

under the Aquino administration—such as the Good 

Governance and Anti-Corruption Plan and enhanced 

budget transparency measures. However, 

subsequent years saw renewed decline amid 

controversies surrounding executive discretion and 

opaque procurement processes. Although 

incremental progress has been achieved through 

digitalization of public transactions and civil-society 

monitoring, corruption remains embedded in 

political and bureaucratic networks, undermining 

state credibility and investor confidence. 

4.1.7 Governance Integrity and Democratic 

Credibility: WGI Trends (1996–2023) 

The trajectory of Philippine governance from 

1996 to 2023, as reflected in the World Bank’s 

Worldwide Governance Indicators (WGI), reveals a 

pattern of early promise followed by protracted 

decline and uneven recovery across all six 

dimensions: Voice and Accountability, Political 

Stability and Absence of Violence/Terrorism, 

Government Effectiveness, Regulatory Quality, 

Rule of Law, and Control of Corruption. Together, 

these indicators demonstrate that the country’s 

democratic institutions have remained functional yet 

fragile—capable of reformist surges but vulnerable 

to political volatility and ethical regression. 

Table 1.  Summary of Philippine Governance Indicators 

(WGI 1996-2023) 

 

 

 

Voice and Accountability 

The Philippines’ percentile rank fell from 

58.50 in 1996 and a peak of 62.19 in 1998 to 46.57 

in 2023, with its lowest point at 40.10 in 2021. This 

erosion signals growing public disillusionment with 

political participation, civil liberties, and media 

freedom. The decline corresponds with periods of 

populist rhetoric, weakened party systems, and 

politicized communication infrastructures that have 

diluted institutional checks on executive power. The 

data indicate not only diminished civic confidence 

but also a narrowing of spaces for policy 

deliberation—an essential foundation of diplomatic 

legitimacy. 

Political Stability and Absence of 

Violence/Terrorism 

This indicator shows the sharpest fluctuations, 

dropping from 29.26 in 1996 to an all-time low of 

5.21 in 2010, before modestly recovering to 23.70 in 

2023. The persistent low rankings mirror chronic 

insurgency, terrorism threats, and recurrent political 

crises. Despite the peace process in Mindanao and 

the establishment of the Bangsamoro Autonomous 

Region, the WGI data underscore that security 

fragility continues to constrain both domestic 

governance and international confidence in the 

Philippines’ political predictability. 

Government Effectiveness 

From 44.81 in 1996, government effectiveness 

climbed steadily to 65.87 in 2014—the country’s 

historical high—before declining slightly to 58.02 in 

2023. The improvements of the early 2010s reflected 

bureaucratic professionalization and public-sector 

reform under institutional modernization initiatives 

such as the Performance-Based Incentive System. 

However, subsequent deterioration reveals 

governance inconsistency and the politicization of 

appointments, highlighting that procedural reform 

without continuity yields only temporary efficiency 

gains. 

Regulatory Quality 

The country maintained a mid-range 

performance—54.89 in 1996, peaking at 61.41 in 

1998, and stabilizing at 57.55 in 2023. This relative 

steadiness suggests partial success in maintaining 

open-market and pro-investment regulatory 
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frameworks. Yet the absence of structural 

improvement over nearly three decades exposes the 

limits of reform in the face of administrative 

fragmentation and policy reversals. Regulatory 

predictability remains conditional on leadership 

transitions, undermining the Philippines’ reputation 

for institutional reliability. 

Rule of Law 

A more serious long-term decline is observed 

in the Rule of Law dimension, which fell from 53.77 

in 1996 to 37.26 in 2023, bottoming out at 26.19 in 

2021. This trajectory reflects enduring weaknesses 

in judicial enforcement, uneven contract protection, 

and perceptions of impunity. Although digitization 

and judicial transparency initiatives have been 

introduced, progress remains offset by human-rights 

controversies and case backlogs. Weak rule of law 

directly erodes the moral capital essential for 

credible international engagement. 

Control of Corruption 

Corruption control demonstrates the most 

volatile pattern: 45.70 in 1996, collapsing to 20.00 

in 2006, rebounding to 44.08 in 2013, and declining 

again to 32.55 in 2023. This cyclical trend reveals 

the episodic nature of Philippine anti-corruption 

efforts—periods of reformist activism followed by 

regression. Despite digital procurement systems and 

transparency initiatives, political patronage and rent-

seeking persist, deterring investment and weakening 

international trust in Philippine commitments. 

Integrated Interpretation 

Taken collectively, the six indicators depict a 

governance system caught between institutional 

modernization and political fragility. Gains in 

government effectiveness and regulatory quality 

coexist with regression in rule of law, political 

stability, and civic accountability. The overall 

pattern suggests that while bureaucratic competence 

has improved intermittently, the normative and 

ethical foundations of governance have eroded. For 

the purposes of the Philippine Diplomatic 

Credibility Framework (PDCF), these trends 

confirm that the credibility of foreign policy is 

endogenous to domestic integrity. Declining 

governance scores correlate with diminished soft-

power projection, weakened bargaining leverage, 

and reduced trust among allies. Conversely, the 

partial improvements in effectiveness and regulation 

demonstrate that policy consistency and institutional 

reform can directly enhance external legitimacy. 

The steady deterioration of voice, stability, and 

rule of law underscores a moral deficit that 

quantitative reform alone cannot resolve. Thus, the 

empirical evidence affirms a dual imperative: first, 

to institutionalize technocratic competence, and 

second, to restore ethical governance as the moral 

anchor of Philippine diplomacy. 

4.2 Economic Resilience: National Accounts, 

External Balances, Trade Openness, and 

Connectivity (UNCTAD, 2024–2025) 

Building on the governance trends in Section 

4.1, this section evaluates the Philippines’ Economic 

Resilience (ER) using UNCTAD indicators for 

2024–2025: national income (GDP per capita), 

external balances (current account), foreign direct 

investment (FDI) inflows, trade openness, and 

maritime connectivity. These measures capture the 

country’s capacity to finance growth, attract long-

term capital, participate in trade networks, and 

reduce logistics frictions—mechanisms that, in the 

PDCF, transmit ER gains to Strategic Adaptability 

(SA) and, ultimately, to Diplomatic Credibility (DC). 

4.2.1 National Accounts: GDP per Capita (Current 

US$, 2024) 

UNCTAD’s 2024 national-accounts snapshot 

places the Philippines’ GDP per capita at US$3,986 

(current prices), a level characteristic of lower-

middle-income economies and broadly consistent 

with the country’s long-standing service-led growth 

profile. Relative to key regional and global 

benchmarks, the per-capita output gap remains 

substantial. The Philippine figure is roughly one-

third of Malaysia (US$11,864) and China 

(US$12,862), about one-eighth of Saudi Arabia 

(US$31,955) and Brunei (US$33,263), 

approximately one-fourteenth of Canada 

(US$55,553), and close to one-twenty-third of 

Singapore (US$92,583). Within ASEAN, Indonesia 

(US$4,924) stands only modestly higher—around 

one-quarter above the Philippine level—

underscoring that while Manila outperforms the 

region’s lower-income cohort, it trails the bloc’s 

upper-middle-income members by a wide margin. 

The pattern corroborates UNCTAD’s broader 

observation that developed-economy per-capita 

incomes often exceed those of poorer economies by 

an order of magnitude. In the Philippine case, the 

arithmetic of convergence is correspondingly 

demanding: even sustained per-capita growth in the 

vicinity of 8–10 percent annually over more than a 

decade would only bring the country toward 

Malaysia’s current income level, assuming the latter 

does not itself move ahead at comparable speed. 

This gap is not merely a descriptive statistic; it is a 

structural signal. Per-capita income embodies the 
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economy’s productivity mix, and the Philippines’ 

position—significantly below high-income 

benchmarks and the upper tier of ASEAN—reflects 

a production structure still anchored in services, 

remittances, and consumption, with limited 

deepening in high-value tradables such as advanced 

manufacturing and technology-intensive segments 

of global value chains. 

From the standpoint of the Philippine 

Diplomatic Credibility Framework (PDCF), these 

national-accounts indicators link directly to 

Economic Resilience (ER) and, through it, to 

Strategic Adaptability (SA) and Diplomatic 

Credibility (DC). Low per-capita output constrains 

fiscal space, narrows the pool of domestically 

generated capital for long-horizon investments, and 

reduces the scope for counter-cyclical stabilization 

during external shocks. It also weakens bargaining 

leverage in trade and investment negotiations, where 

counterparties price in expected productivity growth 

and institutional reliability. Conversely, raising per-

capita income through productivity-enhancing 

reforms—industrial upgrading, logistics and energy 

reliability, skills development, regulatory 

predictability—would compound through ER to 

expand SA (via greater policy room and supply-side 

credibility) and ultimately strengthen DC (via 

improved external confidence). In this sense, GDP 

per capita is not only a welfare measure; it is a 

strategic variable that conditions the Philippines’ 

ability to translate domestic reform into durable 

influence within the Indo-Pacific order. 

4.2.2 External Accounts (Current Account Balance, 

% of GDP, 2024) 

According to UNCTAD data, the Philippines 

recorded a current account deficit of –3.8 percent of 

GDP in 2024, reflecting the excess of imports of 

goods and services, primary income payments, and 

transfers over corresponding receipts. In 

macroeconomic terms, such a deficit signifies that 

the country absorbs more resources than it 

produces—financing the gap through external 

borrowing, foreign direct investment, or portfolio 

inflows. The magnitude of the deficit situates the 

Philippines within the range typically observed 

among emerging economies undergoing 

consumption- and investment-driven expansion. 

When interpreted in the context of the country’s 

post-pandemic recovery and infrastructure build-up, 

a moderate shortfall of this scale may indicate 

renewed domestic demand and capital formation 

rather than structural imbalance. 

Nonetheless, the persistence of current-

account deficits poses risks to external stability. If 

not offset by long-term capital inflows, continued 

deficits can pressure the exchange rate, raise the cost 

of foreign borrowing, and narrow policy space 

during global liquidity contractions. The experience 

of other developing regions—particularly parts of 

Africa and Latin America—illustrates how 

sustained deficits, when coupled with weak export 

diversification, can precipitate external financing 

stress. By comparison, the Philippines’ –3.8 percent 

ratio remains within a manageable threshold, largely 

buffered by robust remittance inflows from overseas 

Filipino workers (OFWs), which constitute a quasi-

permanent source of foreign exchange and have 

historically tempered balance-of-payments 

volatility. These remittances, averaging over US$30 

billion annually in recent years, provide a stabilizing 

counterpart to the trade deficit and underpin 

consumer spending, thereby cushioning the current 

account from sharper deterioration. 

From the perspective of the Philippine 

Diplomatic Credibility Framework (PDCF), the 

current-account position forms an integral 

component of Economic Resilience (ER). A 

moderate and well-financed deficit reflects 

productive domestic absorption and investor 

confidence; a widening or persistently negative 

balance, however, would constrain Strategic 

Adaptability (SA) by heightening dependence on 

foreign capital and external policy conditionalities. 

Strengthening export competitiveness, diversifying 

product and market bases, and developing higher-

value tradables would enhance ER by improving the 

country’s ability to earn foreign exchange 

autonomously. In turn, a stable external position 

enhances Diplomatic Credibility (DC)—signaling 

fiscal prudence, macroeconomic coherence, and 

reliability to international partners whose 

cooperation hinges on perceptions of financial 

stability. 

4.2.3 Foreign Direct Investment (FDI Inflows, US$ 

billions, 2024) 

In 2024, the Philippines registered foreign 

direct investment (FDI) inflows amounting to 

US$8.9 billion, a figure that underscores its 

continued position as a secondary investment 

destination within the ASEAN region. Comparative 

data from UNCTAD reveal the magnitude of this 

disparity: Singapore attracted US$143.4 billion, 

China US$116.2 billion, and the United States 

US$278.8 billion, while regional middle-income 

peers such as Indonesia (US$24.2 billion), Malaysia 
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(US$11.3 billion), and Thailand (US$10.6 billion) 

also outperformed the Philippines. Collectively, 

these figures illustrate a high degree of global and 

regional concentration of capital flows, a trend 

UNCTAD notes by observing that ten developing 

economies collectively account for nearly three-

quarters of total FDI directed toward the Global 

South. 

Measured against this backdrop, the 

Philippines’ US$8.9 billion inflow corresponds to 

roughly 6 percent of ASEAN-6 FDI, a modest share 

considering the country’s demographic scale, 

service-sector dynamism, and liberal investment 

framework. The relative underperformance points to 

enduring structural constraints: infrastructural 

bottlenecks, regulatory inconsistencies, energy and 

logistics costs, and policy reversals that generate 

uncertainty among long-term investors. Although 

successive administrations have undertaken 

reforms—such as the Foreign Investment Act of 

2022, amendments to the Public Service Act, and the 

rationalization of fiscal incentives through the 

CREATE Law—the cumulative effect has yet to 

translate into a decisive improvement in investor 

confidence or large-scale capital formation 

comparable to regional peers. 

From a macroeconomic standpoint, the 

Philippines’ FDI profile remains dominated by 

equity reinvestment and inter-company loans, 

concentrated in real estate, manufacturing, 

information technology–business process 

outsourcing (IT-BPO), and financial services. This 

composition suggests an economy attractive to 

efficiency-seeking and service-oriented investment 

but less compelling for export-platform or high-

technology production, which are critical for value-

chain upgrading and industrial diversification. The 

limited presence of greenfield projects also reflects 

the perception of infrastructure gaps and regulatory 

frictions as barriers to entry. 

Within the framework of the Philippine 

Diplomatic Credibility Framework (PDCF), FDI 

inflows constitute a core indicator of Economic 

Resilience (ER) and an indirect barometer of 

Strategic Adaptability (SA). High and diversified 

FDI levels not only expand the capital base and 

technology transfer but also strengthen international 

confidence in domestic governance and policy 

stability. Conversely, subdued inflows signal latent 

constraints in the institutional and logistical 

environment that may undermine Diplomatic 

Credibility (DC) by projecting limited absorptive 

capacity for foreign partnerships. Enhancing FDI 

performance therefore requires sustained 

commitments to regulatory transparency, dispute-

resolution efficiency, and infrastructure 

modernization, complemented by sector-specific 

industrial policies that anchor foreign capital within 

longer value chains. By addressing these 

foundational conditions, the Philippines can 

transform its modest FDI recovery into a durable 

engine of economic and diplomatic credibility 

within the Indo-Pacific region. 

4.2.4 Trade Openness Index (Exports + Imports as 

% of GDP, 2024) 

UNCTAD ’ s 2024 data indicate that the 

Philippines recorded a trade‐ openness ratio of 

57.76 percent of gross domestic product (GDP), 

signifying that the combined value of exports and 

imports equals over half of national output. This 

level of openness situates the country within the 

moderately open category by global standards—

higher than large, continental economies such as the 

United States (25.25 percent), China (38.93 

percent), and India (46.71 percent), yet substantially 

below the exceptionally open, trade‐ dependent 

city‐states of Singapore and Hong Kong, where the 

ratio often exceeds 150 percent. The Philippines thus 

occupies a middle position in the global trade 

spectrum: significantly integrated into international 

markets, but not to the extent of economies whose 

growth is overwhelmingly export‐driven. 

This intermediate openness profile reflects the 

structural character of the Philippine economy as 

both externally engaged and import‐reliant. The 

country’s trade composition is dominated by 

manufactured exports (notably electronics, 

semiconductors, and transport equipment) and 

commodity and capital‐goods imports essential for 

domestic production and consumption. Such 

dependence renders the economy sensitive to 

international price movements, exchange ‐ rate 

fluctuations, and logistical disruptions — a 

vulnerability exposed during recent episodes of 

global supply‐chain instability and fuel‐price 

volatility. At the same time, the openness ratio 

underscores the enduring importance of trade to 

employment, investment, and fiscal revenues, as the 

external sector remains a major conduit for growth 

and technological diffusion. 

From an analytical standpoint, the 57.8 percent 

trade‐to‐GDP ratio also suggests the Philippines

’  reliance on external demand to complement 

domestic consumption. While a moderate degree of 

openness is advantageous for economic 

diversification and efficiency, excessive dependence 

on imports — particularly for intermediate and 

capital goods—can widen current‐account deficits 

and expose the economy to external shocks. The 

challenge, therefore, lies in rebalancing openness: 

sustaining high trade participation while expanding 

domestic productive capacity and deepening 

value‐added activities within export sectors. 
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Within the Philippine Diplomatic Credibility 

Framework (PDCF), trade openness serves as a 

critical expression of Economic Resilience (ER), 

mediating the country’s capacity to engage with 

global markets and to leverage regional partnerships 

under frameworks such as the Regional 

Comprehensive Economic Partnership (RCEP). A 

balanced and competitive trade structure enhances 

Strategic Adaptability (SA) by allowing the 

Philippines to diversify partners and markets, 

mitigating overdependence on any single power 

bloc. Conversely, structural import reliance without 

parallel export upgrading diminishes Diplomatic 

Credibility (DC) by constraining policy autonomy in 

trade negotiations and exposing the state to 

asymmetric interdependence. Hence, the 2024 

openness index encapsulates both the strength and 

the fragility of the Philippine economic 

architecture—its integration into global trade 

networks as a source of opportunity, and its 

continuing need for industrial deepening as the 

foundation for credible and sustainable diplomacy. 

4.2.5 Maritime and Transport Connectivity (2025 

Q3) 

4.2.5.1 Merchant Fleet and Shipbuilding 

UNCTAD’s 2025 maritime statistics show that 

the Philippines accounts for only 0.932 percent of 

the world’s total merchant fleet and shipbuilding 

output, in stark contrast to China’s commanding 

54.6 percent, which positions it as the global leader 

in both ship ownership and ship construction. This 

imbalance highlights the structural asymmetry of the 

Philippine maritime sector: while the country 

remains one of the world’s largest suppliers of 

seafaring labor, it possesses minimal capital 

ownership, shipbuilding capacity, or technological 

infrastructure within the global shipping industry. 

The data suggest that the Philippines’ 

participation in maritime trade continues to rely 

primarily on labor exports rather than industrial 

integration. This dependence on human capital—

though significant in generating remittances and 

sustaining the maritime workforce’s global 

reputation—represents a missed industrial 

opportunity. Neighboring economies such as China, 

Japan, and South Korea have leveraged maritime 

expertise to anchor high-technology shipbuilding 

and port-related industries, linking logistics, finance, 

and manufacturing under integrated industrial 

clusters. By contrast, the Philippines’ 

underdeveloped shipbuilding base constrains both 

its economic resilience and its capacity to capture 

value-added segments of the maritime supply chain. 

4.2.5.2 Maritime Connectivity Index (2025 Q3) 

In terms of maritime network integration, the 

Philippines recorded a liner shipping connectivity 

index of 2.0 percent of the world total in 2025 (Q3), 

indicating moderate integration into international 

maritime routes. Comparative figures underscore the 

country’s relative position: China registered 6.2 

percent, India 15.1 percent, Indonesia 5.3 percent, 

the United States 1.4 percent, and Australia 1.1 

percent. The Philippines’ connectivity, therefore, 

trails behind the major Asian hubs that dominate the 

region’s maritime corridors but exceeds that of more 

geographically isolated economies. 

This modest level of connectivity is 

symptomatic of infrastructure and logistical 

constraints that elevate trade costs and limit 

competitiveness. The world’s most connected 

ports—Shanghai, Ningbo, Singapore, Busan, and 

Qingdao—remain concentrated in East Asia, 

reflecting the region’s sustained dominance in 

maritime logistics and transshipment. The 

Philippines, though strategically located along key 

Indo-Pacific routes, has yet to capitalize on this 

geographical advantage through large-scale port 

modernization and integrated logistics systems. 

Current initiatives to expand and upgrade the 

Batangas and Subic terminals, alongside public–

private investments in digital customs and cold-

chain infrastructure, represent promising steps 

toward enhancing connectivity and trade facilitation. 

UNCTAD further notes that ship-recycling 

and ancillary industries remain heavily concentrated 

in the Indian subcontinent—particularly 

Bangladesh, India, and Pakistan—revealing an 

untapped niche for Southeast Asian economies such 

as the Philippines. By developing green ship-

recycling, vessel repair, and maritime engineering 

services, the country could strengthen its 

participation in the circular economy and generate 

high-value employment linked to sustainable 

maritime practices. 

Within the Philippine Diplomatic Credibility 

Framework (PDCF), maritime and transport 

connectivity form an integral component of 

Economic Resilience (ER), influencing both 

Strategic Adaptability (SA) and Diplomatic 

Credibility (DC). Enhanced connectivity facilitates 

export diversification, logistical efficiency, and 

regional integration—each of which expands the 

state’s policy leverage in trade and investment 
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diplomacy. Conversely, weak maritime 

infrastructure and limited shipbuilding capacity 

reinforce dependence on foreign logistics networks, 

constraining the Philippines’ ability to assert 

maritime sovereignty and negotiate favorable terms 

in regional economic corridors. Strengthening port 

systems, investing in green maritime industries, and 

linking seafaring excellence with domestic 

industrial development would thus not only elevate 

national competitiveness but also enhance the 

country’s credibility as a maritime nation in the 

broader Indo-Pacific order. 

4.2.6 Merchandise Exports Growth Rate (2024) 

UNCTAD’s 2024 international trade statistics 

show that the Philippines registered a negative 

merchandise exports growth rate of –0.7 percent, 

marking the country as the only economy in the 

Southeast and East Asian comparison group to 

record a contraction for the year. In contrast, nearly 

all regional counterparts posted positive growth: 

Vietnam ( +14.4 %), Cambodia ( +13.6 %), 

Singapore ( +6.2 %), Malaysia ( +5.6 %), Thailand ( 

+5.4 %), China ( +5.8 %), and Indonesia ( +2.3 %). 

This performance divergence highlights the 

Philippines’ relative underperformance in the 

regional export recovery that followed the post-

pandemic reopening of global trade. 

A negative growth rate of this magnitude 

implies that the Philippines’ export sector has not 

regained the momentum achieved by its ASEAN 

peers, despite comparable exposure to resurgent 

regional demand. The contraction suggests 

structural and supply-side weaknesses, including 

production bottlenecks in key industries 

(particularly electronics and semiconductors), 

logistical and energy-cost constraints, and delays in 

investment-driven manufacturing expansion. The 

data indicate that while regional economies 

capitalized on the rebound in global manufacturing 

and supply-chain diversification away from China, 

the Philippines was less able to capture those 

spillover opportunities due to limited domestic 

capacity and incomplete industrial linkages. 

This sluggish export performance also mirrors 

the country’s narrow product concentration—

dominated by electronics, copper cathodes, and a 

small number of agro-industrial goods—combined 

with a geographically concentrated market base, 

heavily reliant on East Asian and North American 

destinations. As a result, external shocks such as 

semiconductor cycle downturns or shipping cost 

surges have outsized effects on total merchandise 

export values. In contrast, Vietnam and Cambodia 

have broadened their export portfolios toward 

textiles, machinery, and intermediate 

manufacturing, while Malaysia, Thailand, and 

Singapore benefit from mature electronics 

ecosystems and logistics networks that sustain high 

export elasticity. 

Within the context of the Philippine 

Diplomatic Credibility Framework (PDCF), the 

decline in merchandise export growth directly 

constrains Economic Resilience (ER) and weakens 

Strategic Adaptability (SA). Exports are not merely 

a source of income; they constitute the foundation of 

foreign-exchange stability and industrial 

competitiveness that underpin diplomatic and 

economic leverage. Persistent export stagnation 

limits the Philippines’ ability to finance its current-

account deficit, sustain currency stability, and 

negotiate from a position of economic strength in 

regional trade arrangements. Furthermore, declining 

export growth undermines perceptions of reliability 

among trading partners and investors, diminishing 

the country’s Diplomatic Credibility (DC) as a 

stable economic partner. 

The policy implications are therefore clear. To 

reverse the negative trajectory, the Philippines must 

broaden its export base beyond traditional 

electronics and low-value commodities by investing 

in industrial upgrading, renewable-energy 

technologies, and agro-processing sectors that can 

capture higher value-added segments of global value 

chains. Simultaneously, logistics modernization, 

trade facilitation reforms, and energy-cost 

rationalization are required to restore price 

competitiveness. Expanding trade agreements under 

the Regional Comprehensive Economic Partnership 

(RCEP) and exploring niche opportunities in green 

and digital trade could further accelerate recovery. 

In synthesis, the –0.7 percent merchandise 

export contraction serves as an empirical warning of 

the country’s fragile external competitiveness amid 

a broadly expanding regional trade environment. 

Unless accompanied by deliberate structural reforms 

and targeted industrial policy, trade openness 

without export dynamism risks perpetuating 

dependence on imports and remittances—conditions 

incompatible with the sustained economic and 

diplomatic credibility envisioned in the PDCF. 

4.2.7 Regional Economic Indicators: ASEAN-6 

Comparative Analysis 

Table 2. Regional Economic Indicators – ASEAN-6 

 

The comparative dataset for ASEAN-6 

economies and key regional peers reveals that the 
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Philippines remains externally integrated yet 

structurally constrained, displaying an economy 

characterized by openness without corresponding 

industrial depth. Across income, external accounts, 

investment, trade, and connectivity, the indicators 

collectively depict a pattern of participation without 

transformation—an economy active in global 

markets but lacking the internal capacity to convert 

integration into sustained productivity gains. 

At US $ 3,986 GDP per capita, the Philippines 

trails behind Indonesia (US $ 4,924), Thailand (US 

$ 7,336), and Malaysia (US $ 11,864), and is far 

removed from Singapore’s high-income level (US $ 

92,583). Even Vietnam (US $ 4,499), once 

positioned below the Philippines, has now overtaken 

it in export dynamism and industrial diversification. 

This disparity underscores the Philippines’ enduring 

dependence on services, remittances, and 

consumption-based growth, with limited transition 

to high-productivity manufacturing and technology-

intensive sectors. The structural gap in per-capita 

income thus reflects not only resource constraints 

but also the slow pace of industrial modernization. 

The current-account deficit of –3.8 percent of 

GDP further evidences structural imbalance. While 

Malaysia (+1.7 percent), Singapore (+17 percent), 

Vietnam (+6.2 percent), and Thailand (+2.2 percent) 

maintain external surpluses that signal export 

competitiveness and strong savings-investment 

dynamics, the Philippines’ deficit points to 

excessive import dependence and insufficient 

domestic capital formation. Although remittance 

inflows provide partial stability, persistent deficits 

limit fiscal flexibility and expose the country to 

exchange-rate and financing vulnerabilities. 

Foreign-direct-investment inflows likewise 

highlight the challenge of attracting long-term 

industrial capital. At US $ 8.9 billion, Philippine 

FDI remains low compared with Indonesia (US $ 

24.2 billion), Malaysia (US $ 11.3 billion), and 

especially Vietnam (US $ 20.2 billion) and 

Singapore (US $ 143.4 billion). This disparity 

reveals continuing investor hesitation rooted in 

regulatory uncertainty, high logistics costs, and 

energy-infrastructure constraints. The investment 

pattern remains skewed toward real estate and 

services, rather than toward technology, 

manufacturing, or green industries that would 

enhance productivity and export capacity. 

The trade-openness ratio of 57.8 percent of 

GDP portrays the Philippines as a moderately open 

economy; however, openness has not translated into 

export competitiveness. The merchandise-export 

growth rate of –0.7 percent in 2024, in contrast to 

positive performances by Vietnam (+14.4 percent), 

Cambodia (+13.6 percent), Singapore (+6.2 

percent), and Malaysia (+5.6 percent), reflects 

structural stagnation in manufacturing exports. 

Philippine participation in global value chains 

remains confined to lower-value assembly segments 

and commodity processing, leaving it vulnerable to 

supply-chain shocks and commodity-price 

volatility. The data thus portray integration without 

productivity—a condition where trade participation 

does not yield proportionate development gains. 

Logistics and maritime indicators further 

reinforce this structural asymmetry. The Philippines 

accounts for only 2.0 percent of global liner-

shipping connectivity and a mere 0.932 percent of 

world shipbuilding output, in stark contrast to 

China’s 54.6 percent. This disparity underscores a 

persistent paradox: the Philippines is one of the 

world’s leading suppliers of maritime labor yet 

remains marginal in maritime ownership, capital 

investment, and technological innovation. 

Consequently, the country participates primarily at 

the periphery of regional supply chains—exporting 

human capital while importing logistics services and 

maritime technology. Within ASEAN, the 

Philippines ranks below Indonesia (5.3 percent), 

Vietnam (14.1 percent), and Singapore (5.5 percent) 

in connectivity, indicating limited integration into 

major shipping routes. Chronic port congestion, 

aging infrastructure, and elevated logistics costs 

continue to constrain competitiveness. Strategic 

investments in the modernization of Batangas, 

Subic, and Davao ports could enhance connectivity, 

reduce trade friction, and position the Philippines as 

a more active participant in regional logistics and 

supply-chain networks. 

Taken together, the ASEAN-6 comparison 

reveals an economy that is open but shallow, 

adaptive but under-empowered. While neighbors 

have leveraged industrial upgrading, value-chain 

participation, and infrastructure modernization to 

enhance resilience, the Philippines remains 

constrained by institutional inconsistency, 

infrastructural deficits, and limited diversification. 

Its pattern of growth—service-driven and 

consumption-led—produces stability but not 

autonomy, integration but not influence. 

Within the Philippine Diplomatic Credibility 

Framework (PDCF), this configuration represents a 

partial and asymmetric form of Economic Resilience 

(ER). The country’s participation in global trade and 
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finance has not matured into structural 

independence. As a result, Strategic Adaptability 

(SA)—the ability to maneuver diplomatically within 

the Indo-Pacific’s economic and security 

architectures—is bounded by reliance on external 

financing and imported technology. Consequently, 

Diplomatic Credibility (DC)—the state’s capacity to 

project reliability and policy coherence—is 

weakened by the lack of internally generated 

economic strength. 

To convert openness into autonomy, the 

Philippines must pursue a deliberate transformation 

of its economic foundations through an integrated 

policy agenda encompassing: 

a. Industrial and Export Diversification – 

Expanding beyond electronics into 

renewable energy, agritech, and advanced 

manufacturing. 

b. Infrastructure and Energy Modernization – 

Prioritizing logistics, ports, and green-

energy investments to lower transaction 

and production costs. 

c. Investment-Climate Reform – Enhancing 

regulatory coherence, contract 

enforcement, and investor protection to 

attract long-term capital. 

d. Maritime Industrialization – Channeling 

seafaring labor advantages into domestic 

shipbuilding, repair, and green maritime 

services. 

e. Innovation and Human-Capital Alignment 

– Strengthening STEM education, digital 

capability, and R&D ecosystems to support 

high-value sectors. 

In sum, the Philippines is a globally engaged 

but domestically constrained economy—a nation 

integrated into trade and finance networks but 

limited by underdeveloped industrial and 

institutional capacity. Achieving genuine Economic 

Resilience (ER)—and thereby reinforcing Strategic 

Adaptability (SA) and Diplomatic Credibility 

(DC)—requires a decisive shift from consumption-

led participation to production-driven 

competitiveness, from dependency to capability, and 

from regional reactivity to strategic leadership 

within the ASEAN-Indo-Pacific economic order. 

4.3 Strategic Adaptability and External Positioning 

4.3.1 Trade Exposure and Economic Alignment 

UN Comtrade data for 2024 (Table 3) reveal a 

highly concentrated structure of Philippine 

merchandise exports, totaling US $ 73.3 billion. As 

shown in Table 3, the top 10 destinations account for 

virtually the entire export portfolio, with China (26.4 

%), the United States (19.9 %), Hong Kong SAR 

(15.7 %), and Japan (12.9 %) together absorbing 

more than 75 percent of total exports. The remaining 

shares are distributed among Germany (6.8 %), the 

Republic of Korea (6 %), Singapore (5.5 %), Mexico (4.9 

%), Thailand (4.4 %), and the Netherlands (3.4 %). 

Table 3.  Top 10 Export Destinations for Philippine 

products (2024) 

 

This distribution highlights a dual-core 

orientation of Philippine trade—anchored on both 

the United States and the China–Hong Kong bloc—

which mirrors the country’s long-standing foreign-

policy dilemma between economic engagement with 

China and security alignment with the U.S. While 

diversification toward Japan, Korea, and ASEAN 

partners provides partial balance, the data confirm 

that a small cluster of economies continues to 

dominate export demand. In structural terms, this 

high degree of partner concentration represents both 

opportunity and vulnerability: opportunity in terms 

of stable demand from major markets, and 

vulnerability in exposure to geopolitical or supply-

chain shocks emanating from these same partners. 

The prevalence of East Asian destinations—

China, Hong Kong, Japan, and Korea—illustrates 

the Philippines’ deep integration into regional 

production networks, particularly electronics, 

semiconductors, and intermediate goods that 

circulate within the broader Asian manufacturing 

ecosystem. However, this pattern also underscores 

the limited value-added capture by Philippine 

industries, as many exports remain embedded in 

assembly and re-export chains dominated by higher-

income economies. The relatively modest shares of 

the European Union and other advanced markets 

further emphasize the geographic asymmetry of 

Philippine trade and the need to cultivate new 

linkages under the Regional Comprehensive 

Economic Partnership (RCEP) and other 

preferential frameworks. 

Within the Philippine Diplomatic Credibility 

Framework (PDCF), trade exposure operates as a 

quantitative indicator of Strategic Adaptability (SA). 

Balanced trade relationships enhance SA by 
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broadening policy space and reducing dependence 

on any single partner, while concentration narrows 

options and heightens susceptibility to external 

coercion. The 2024 data reveal a mixed picture: the 

Philippines enjoys robust engagement with both 

Western and Asian markets—demonstrating plural 

alignment—but remains heavily reliant on a few 

dominant actors whose economic leverage can 

translate into diplomatic constraint. Strengthening 

export diversification—both in products and 

markets—would therefore not only advance 

Economic Resilience (ER) but also expand the 

nation’s diplomatic maneuverability within an 

increasingly polarized Indo-Pacific order. 

 

4.3.2 Regional Influence and Alliance Positioning 

According to the Lowy Institute’s Asia Power 

Index (2024), the Philippines ranks 15th of 27 

regional states in Comprehensive Power, with an 

overall score of 14.7 out of 100—a one-rank 

improvement from 2023 and a 15 percent gain in 

overall performance. This upward movement, 

though modest, underscores incremental recovery in 

the Philippines’ regional posture following years of 

institutional and economic turbulence. Nevertheless, 

the country remains within the lower tier of “middle 

powers”, well behind leading states such as India 

(39.0), Japan (38.9), Australia (31.9), Russia (31.1), 

South Korea (31.0), and Singapore (26.4). The 

Philippines’ position thus reflects an emerging but 

constrained influence profile, combining strategic 

location and alliance participation with limited 

material capability and institutional depth. 

In terms of Economic Capability, the 

Philippines ranks 15th with a score of 5.6, placing it 

below all major ASEAN economies (Vietnam, 

Thailand, Malaysia, Indonesia, and Singapore) and 

even non-ASEAN actors such as Taiwan and 

Australia. This pattern corresponds closely with 

UNCTAD and World Bank data showing structural 

reliance on services, remittances, and consumption-

driven growth rather than industrial productivity. 

The relatively weak economic foundation limits the 

Philippines’ ability to convert trade engagement into 

geopolitical leverage, reinforcing the earlier finding 

in Section 4.2 that integration has not yet translated 

into autonomy. 

For Military Capability, the Philippines ranks 

17th (8.0), reflecting ongoing modernization but 

limited deterrence power compared to regional 

peers. While procurement of advanced systems 

under the Revised AFP Modernization Program has 

strengthened defense readiness, capability gaps 

remain in maritime domain awareness, logistics, and 

indigenous defense production. However, this 

quantitative limitation is partially offset by strong 

Defense Networks, where the Philippines ranks 10th 

(18.9)—above most Southeast Asian neighbors. 

This relatively high standing reflects its networked 

alliances, especially the Mutual Defense Treaty with 

the United States, participation in EDCA (Enhanced 

Defense Cooperation Agreement), and growing 

interoperability with Japan, Australia, and South 

Korea. The country’s alliance depth provides a 

crucial offset to its modest hard-power capabilities 

and enhances its Strategic Adaptability (SA) through 

multilateral deterrence and cooperative security 

frameworks. 

Under Economic Relationships, the 

Philippines ranks 14th (10.7), showing moderate 

engagement with major economies but limited 

regional influence compared to ASEAN leaders 

such as Singapore, Thailand, and Malaysia. This 

outcome aligns with its trade exposure structure 

(Table 3), where over three-fourths of exports 

depend on four markets—China, the U.S., Hong 

Kong, and Japan—highlighting a pattern of bilateral 

dependency rather than multilateral reach. Similarly, 

its Resilience score of 20.2 (rank 20) and Future 

Resources score of 6.7 (rank 13) depict an economy 

with latent demographic and geographical 

advantages but constrained institutional 

adaptability. While demographic momentum and 

strategic location confer long-term potential, weak 

governance and environmental vulnerability temper 

the country’s future-readiness profile. 

In the domains of Diplomatic Influence and 

Cultural Influence, the Philippines performs 

comparatively better—ranked 13th (49.2) and 14th 

(12.5), respectively. The country’s historical soft-

power assets—its democratic institutions, English-

speaking population, diaspora networks, and active 

participation in multilateral organizations—

continue to project cultural visibility 

disproportionate to its economic size. The 

incremental rise in diplomatic ranking (+1 place in 

2024) reflects the government’s recalibration of 

foreign policy toward multi-vector diplomacy, 

balancing traditional alliances with renewed 

ASEAN and Indo-Pacific engagement. 

From a composite perspective, the Lowy data 

reveal that the Philippines remains a minor middle 

power—a state with significant geographic 

importance and alliance connectivity but limited 

autonomous influence. Its regional profile is that of 
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an anchored but dependent actor: strong enough to 

matter in coalition politics yet too constrained to 

shape outcomes unilaterally. This duality 

encapsulates the nation’s Strategic Adaptability 

(SA) challenge—leveraging alliances to amplify 

influence while avoiding overdependence on 

external patrons. 

Within the Philippine Diplomatic Credibility 

Framework (PDCF), these metrics illustrate the 

external manifestation of internal constraints 

identified in Section 4.1. Weak economic and 

institutional resilience limit the conversion of 

defense partnerships and diplomatic visibility into 

sustainable regional power. Conversely, 

improvements in governance integrity, economic 

diversification, and strategic connectivity could 

elevate the Philippines’ Comprehensive Power 

trajectory and enhance its Diplomatic Credibility 

(DC)—transforming alliance participation from 

reactive alignment to proactive regional leadership. 

4.3.3 Integrative Interpretation: Strategic 

Adaptability and External Positioning 

Taken together, the 2024 UN Comtrade and 

Lowy Institute datasets portray a Philippine foreign-

economic profile characterized by dual dependence 

and limited conversion capacity. On the one hand, 

the country sustains active participation in global 

markets and regional institutions; on the other, its 

material base and policy autonomy remain 

circumscribed by structural concentration, modest 

economic capability, and external security reliance. 

From the trade side, the high concentration of 

exports—over 75 percent directed to China, Hong 

Kong, the United States, and Japan—illustrates a 

pattern of bilateral asymmetry that exposes the 

country to both economic coercion and cyclical 

shocks. The configuration confirms the Philippines’ 

continuing position as a peripheral assembler within 

Asian production networks, heavily reliant on 

imported inputs and foreign logistics. While this 

arrangement ensures market access and short-term 

stability, it also restricts upward mobility in global 

value chains and limits the domestic capital 

accumulation necessary for independent industrial 

policy. 

From the geopolitical side, the Lowy Asia 

Power Index positions the Philippines as a “minor 

middle power” whose strengths lie in alliance 

density and diplomatic visibility rather than 

autonomous leverage. Its relatively high ranking in 

defense networks (10th) offsets low scores in 

economic capability (15th) and resilience (20th), 

indicating a classic case of borrowed influence: 

external partnerships enhance security and visibility 

but cannot substitute for endogenous power. In 

essence, the Philippines’ external position is 

robustly linked to the stability of its alliances rather 

than to the intrinsic dynamism of its domestic 

economy. 

Within the Philippine Diplomatic Credibility 

Framework (PDCF), these findings suggest that 

Strategic Adaptability (SA) is currently sustained by 

networked alignment rather than structural strength. 

The capacity to maneuver diplomatically—whether 

in balancing the U.S.-China rivalry or engaging 

ASEAN, Japan, and the EU—depends less on 

coercive or economic weight than on institutional 

reliability, normative credibility, and reform 

momentum at home. Consequently, improvements 

in governance integrity (Section 4.1) and economic 

resilience (Section 4.2) constitute preconditions for 

any durable enhancement of external positioning. 

The empirical synthesis yields three 

overarching insights: 

a. Integration without autonomy. The 

Philippines remains deeply integrated into 

regional trade and security systems but 

lacks sufficient domestic depth to steer 

them. 

b. Alliances as compensatory mechanisms. 

Strong defense and diplomatic networks 

cushion capability gaps but risk 

entrenching dependency if not balanced by 

internal reform. 

c. Credibility as endogenous power. 

Diplomatic legitimacy and bargaining 

leverage derive increasingly from 

governance quality, economic coherence, 

and moral authority—domains measurable 

within the PDCF as pathways from 

Economic Resilience (ER) to Strategic 

Adaptability (SA) to Diplomatic 

Credibility (DC). 

In sum, the Philippines’ 2024–2025 regional 

profile reflects a nation standing at a strategic 

crossroads — engaged in the Indo-Pacific’s 

economic and security networks yet constrained by 

limited structural autonomy. The country remains a 

participant rather than a shaper of regional 

dynamics: its alliances and diplomatic visibility 

offset, but do not replace, enduring gaps in 

governance integrity, economic resilience, and 

industrial depth. While defense modernization and 

multilateral cooperation sustain visibility, these 

gains continue to compensate for domestic 

weaknesses in productivity, infrastructure, and 

policy continuity. Strengthening institutional 

governance, industrial competitiveness, and fiscal 

autonomy will determine whether the Philippines 

can evolve from a reactive partner into an agenda-

setting contributor to Indo-Pacific stability. Strategic 

adaptability, in this sense, requires more than 

diplomatic agility; it demands the internal 
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consolidation of capability, coherence, and 

credibility. 

The preceding analyses collectively affirm that 

diplomatic credibility is not an exogenous asset but 

an endogenous outcome of governance integrity, 

economic resilience, and strategic adaptability. 

Credibility abroad mirrors coherence at home: 

improvements in institutional reliability, fiscal 

discipline, and ethical leadership directly expand the 

country’s strategic maneuverability and 

international trust. The Philippine Diplomatic 

Credibility Framework is thus empirically validated 

— demonstrating that sustainable influence arises 

when domestic reform, economic diversification, 

and moral leadership converge. Ultimately, the 

Philippines’ path to enduring relevance in the Indo-

Pacific depends on its capacity to transform internal 

strength into external leverage, projecting not 

coercive power but the quiet authority of integrity 

and consistency. 

5. Conclusions and Recommendations 

5.1 Conclusions 

This study examined how domestic 

governance integrity, economic resilience, and 

strategic adaptability jointly determine the 

diplomatic credibility of the Philippines within the 

evolving Indo-Pacific order. Drawing from 

empirical indicators and comparative regional data, 

the analysis revealed that the country’s external 

posture is inseparable from its internal conditions: 

the credibility of Philippine diplomacy arises not 

from its alliances alone but from the moral and 

institutional strength that underpins them. 

First, governance integrity remains the pivotal 

foundation of diplomatic legitimacy. The long-term 

decline in rule of law, control of corruption, and 

voice and accountability metrics underscores the 

fragility of democratic institutions and the cyclical 

nature of reform. Yet periods of administrative 

modernization and fiscal transparency have shown 

that institutional renewal directly enhances the 

country’s external reputation and policy 

predictability. 

Second, the study confirmed that economic 

resilience functions as the operational core of 

strategic influence. The Philippines’ persistent 

current-account deficits, weak export 

diversification, and modest foreign direct 

investment inflows reveal an economy that is open 

but shallow—integrated into global markets yet 

limited in productive depth. Genuine resilience 

requires structural transformation toward industrial 

upgrading, logistical modernization, and 

technology-driven sectors that can sustain fiscal 

autonomy and policy continuity. 

Third, strategic adaptability—manifested 

through alliance networks, trade diversification, and 

regional engagement—remains the Philippines’ 

most visible but least autonomous dimension of 

power. The country’s position as a “minor middle 

power” reflects its active participation in regional 

diplomacy but continuing dependence on external 

security and economic partners. The effectiveness of 

this adaptability depends on its ability to draw 

strength from domestic reform rather than alliance 

substitution. 

Collectively, these findings support the 

analytical logic of the Philippine Diplomatic 

Credibility Framework (PDCF): diplomatic 

credibility is not an exogenous asset but an 

endogenous outcome of governance integrity, 

economic strength, and strategic coherence. 

A nation’s influence abroad ultimately mirrors 

its discipline and integrity at home. For the 

Philippines, sustainable diplomacy will depend on 

restoring institutional professionalism, deepening 

economic productivity, and renewing moral 

leadership as the pillars of credible statecraft. 

5.2 Recommendations 

A. Institutionalize Governance Reforms. 

Reinforce bureaucratic professionalism, 

transparency, and accountability mechanisms within 

public institutions. Strengthen the civil service 

system to minimize political turnover effects and 

ensure policy continuity across administrations. 

B. Deepen Economic Diversification and Industrial 

Upgrading. 

Promote policies that expand high-value 

manufacturing, renewable energy, and digital 

industries to reduce dependence on remittances and 

low-value exports. Prioritize infrastructure 

modernization—ports, logistics, and energy 

systems—to lower production costs and enhance 

global competitiveness. 

C. Enhance Strategic Economic Diplomacy. 

Align trade and investment policies with 

emerging Indo-Pacific frameworks such as RCEP 

and IPEF. Pursue sector-focused bilateral 
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agreements emphasizing technology transfer, green 

industries, and digital trade. 

D. Rebalance Alliance and Autonomy. 

Maintain robust defense cooperation with the 

United States and allied partners while expanding 

strategic partnerships with Japan, ASEAN, and the 

European Union. Calibrate multi-vector diplomacy 

to ensure that external alignments serve national 

interests rather than substitute for internal weakness. 

E. Revitalize Moral and Cultural Leadership. 

Reclaim the Philippines’ traditional identity as 

a principled, compassionate, and democratic actor in 

regional affairs by integrating ethics and civic 

education into governance reform. Institutionalize 

humanitarian and faith-informed diplomacy as tools 

of moral influence complementing strategic 

objectives. 

F. Integrate Policy Coherence Through the PDCF. 

Adopt the Philippine Diplomatic Credibility 

Framework as a strategic planning tool within the 

Department of Foreign Affairs, National Economic 

and Development Authority, and National Security 

Council. The framework’s integrative design—

linking governance, economy, and diplomacy—can 

guide cross-agency coordination and long-term 

strategic foresight. 

In conclusion, the study reaffirms that the 

Philippines’ future role in the Indo-Pacific will 

depend less on external alignments than on the 

restoration of its internal coherence—its ability to 

govern ethically, grow inclusively, and act credibly. 

Only through disciplined governance and sustained 

reform can the nation transform participation into 

leadership and presence into influence within the 

Pacific community of nations. 
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