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Executive summary
 T
he Philippines successfully conducted its 16th presidential and vice presidential elections on
May 9th 2016. According to partial, unofficial results (at the time of writing just over 96% of the
votes were counted), the incumbent mayor of Davao city, Rodrigo Duterte, is certain to win the
presidency, having secured more than twice as many votes as his closest rival.
 M
r Duterte was a divisive presidential candidate and does not have natural political allies within
the country’s Congress. However, his relatively strong popular support base provides him
with substantial credibility. The transition to a new government will therefore be smooth and
uncontested.
 T
he president-elect comes with a strong mandate to improve domestic security by cracking down
on crime and drug trafficking. As mayor of Davao city, Mr Duterte boasts a successful track record
in reducing crime, but his methods have been dubious and there are serious doubts about Mr
Duterte’s human rights record.
 T
he Economist Intelligence Unit offers three scenarios for economic growth under a Duterte
presidency. Overall, we conclude that fears for the future under Mr Duterte are valid, but gross
economic mismanagement is not a foregone conclusion. We believe that the new president is likely
to be so focused on his internal law-and-order drive that he will leave the management of the
economy to technocrats. His tough-man approach is still likely to retard the development of the
country’s institutions, but this will not exert a significant drag on economic growth in the shortterm. Although economic growth is set to slow, the Philippines will still boast one of the highest
rates of real GDP growth among its Southeast Asian neighbours.
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Strongman rising: What a Rodrigo Duterte
presidency will mean for the Philippines

F

ollowing a smooth political transition after the last presidential election in 2010, the Philippines
went from being seen as the “sick man of Asia” to a rising star. Recording real GDP growth of 6.2%
a year on average in 2010-2015, the country attracted the attention of international investors. In
the same period, the country’s ease of doing business ranking (compiled by the World Bank) jumped
from 144 to 97. The outgoing president, Benigno Aquino, was responsible for much of this change in
the Philippines, although his predecessor, Gloria Macapagal Arroyo, had already introduced economic
reforms that led to dramatic improvements in the country’s fiscal accounts and debt profile.

Real GDP growth
(% change, year on year)
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Given the recent strong economic performance of the Philippines, the outcome of the 2016
presidential election came as a surprise to many observers, who had predicted a win for a candidate
from the political elite. The preliminary results of the May 9th presidential polls show that the mayor of
Davao City, Rodrigo Duterte, secured almost twice as many votes as with his closest rival.
3
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Mr Duterte’s rise was quick and unexpected. A seasoned politician from the province of Mindanao,
he will be the first president to come from the South. Many believe that Mr Duterte’s victory represents
a blow to the political elite of the North. However, it is also symptomatic of a widespread exasperation
with high levels of crime (particularly drug-related crime) and the corruption that permeates daily
life. Mr Duterte’s victory is, nonetheless, surprising because of the brazen and sometimes offensive
statements he has made regarding the current Pope and other matters during the campaign period.
Yet his remarks and questionable human rights track record only seemed to boost his approval ratings
ahead of the election.
Even though Mr Aquino remains well respected and one of the few presidents to have emerged
with a relatively clean political track record, the wider electorate appears to have concluded that his
government favoured the urban elite and educated middle class. The outgoing administration was
dominated by technocrats. It stabilised the country’s macroeconomic fundamentals and kick-started
infrastructure development, but economic growth during Mr Aquino’s term did not percolate to the
grass roots. Unemployment levels remained stubbornly high and, after years of stagnation, real wages
have only just begun to rise. Notably, about one Filipino in every four continues to live in poverty.
There is also anecdotal evidence that development has been concentrated in the affluent parts of
Metropolitan Manila (National Capital Region) and, to some extent, the suburban regions of Luzon, the
largest island in the Philippine archipelago.
Mr Duterte’s success may also be a reaction against Mr Aquino’s designated successor, Manuel
Roxas, who came in second place in the votes counted so far. Mr Roxas failed to shake off criticism over
his slow response as secretary of the interior to Typhoon Haiyan, which struck the county in 2013. Mr
Duterte is seen to be everything Mr Roxas is not, and, crucially, someone who will deliver action in
government.

The Philippines has a record of turbulent politics
Despite being one of the more established democracies in Asia, the Philippines has had its fair share
of populist leaders. Years of autocratic governance under Ferdinand Marcos (president from 1965–86),
who quashed the pro-democratic opposition, left the country’s political institutions underdeveloped
and mired in corruption. Since the Marcos era, the record has remained mixed. The electorate has had
a tendency to confuse celebrity status with good leadership, with unfortunate results. Graft remains
rampant in high office, and many elected leaders have shown authoritarian tendencies. For instance,
in 2006 Ms Macapagal Arroyo threatened to clamp down on press freedom, claiming that criticism in
the media was fuelling political instability.
Mr Aquino managed to clean up some of the mess left behind by his predecessors and even to
strengthen some of the country’s institutions, but was unable to raise the standard of living for many
of the less well-off. Mr Aquino has also been relatively passive on many pressing domestic issues,
such as pushing through the Bangsamoro Basic Law, which would have granted greater autonomy
to disputed areas in Muslim-dominated Mindanao. His cautious approach is partly the reason why
an overzealous and outspoken individual such as Mr Duterte was able to achieve such success in the
latest elections. Moreover, Mr Duterte’s efforts to promote himself as a “man of the people” resonated
strongly with the electorate.
4

© The Economist Intelligence Unit Limited 2016

Strongman rising
What a Rodrigo Duterte presidency will mean for the Philippines

The Philippines
(Selected events)
Ferdinand
Marcos
elected

Benigno Aquino Jr.
assassinated on
return from US exile
Marcos
imposes
martial law
Martial law
lifted

1965
MARCOS

70

75

80

RE-ELECTION

PRESIDENTS:

Source: The Economist.

Joseph Estrada resigns during
impeachment proceedings

Marcos ousted
Asian
financial
crisis
starts

New constitution

“People
Power”
revolution

85
RE-ELECTION

Duterte first
elected mayor
of Davao
Coup
attempts
90
CORAZON
AQUINO
(Wife of
Benigno Jr.)

95
RAMOS

Estrada
convicted of
corruption

2000

05

ESTRADA

44
Corazonpolicemen
Aquino
dies
killed in
bungled
MsBIFF
Arroyo
raid
arrested

10

15 16

BENIGNO
AQUINO III
(Son of Corazon
& Benigno Jr.)
DUTERTE (President elect)

RE-ELECTION
GLORIA MACAPAGAL
ARROYO

Why pick “the punisher”?
Several additional factors worked in favour of Mr Duterte. He won the support of young Filipinos,
who are eager to see a change from the status quo. Mr Duterte has warned his supporters that he will
not shy away from autocratic measures, because he believes that previous democratic leaders have
failed to make any major improvements, particularly in terms of law and order. This has not deterred
his young supporters, who have no memory of the atrocities committed during the Marcos era. Mr
Duterte’s determination to fight crime using any means necessary has resonated particularly among
the electorate in Metropolitan Manila, who expect the capital to be run like Davao city, with a sense
that law and order will be restored.
Mr Duterte also had weak and divided opponents. Hounded by corruption charges, the outgoing
vice-president, Jejomar Binay, who might have secured the populist vote, lost his credibility.
Independent senator, Grace Poe, who at one point led the presidential race, could have clinched the
presidency had she not been forced to prove her legitimacy for office. As a foundling, she had to prove
that she met the country’s ten-year residency requirement in order to take part in the presidential
contest.
Manuel Roxas, despite being Mr Aquino’s designated successor, was unpopular from the beginning
because he was viewed as an underperformer in the Aquino administration. Nevertheless, Mr Roxas
managed to secure second place in the polls. That raises the possibility that the liberal camp might
have achieved a much stronger result if Mr Roxas and Ms Poe had run on the same ticket.
During the campaign period, rival candidates attempted to counter Mr Duterte’s popularity. For
instance, Mr Binay said that he believed that a Duterte presidency would be worse than the days of
martial law. Ms Poe claimed that the “executioner” Mr Duterte would set the country back by four
decades, and another senator, Miriam Santiago (a minor candidate in the presidential race) labelled
him the “most dangerous” presidential candidate. Despite these attacks, the public overwhelmingly
preferred Mr Duterte to any of his rivals.

Duterte’s motives
At this stage, Mr Duterte’s policy programme remains short on detail. In particular, none of the
candidates, including Mr Duterte, has put forward concrete proposals to improve the fortunes of the
5
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poor. We expect that the incoming government will
continue to push for more inclusive economic growth. A
long-term plan, known as “Filipino 2040”, is being drawn
up by the National Economic Development Authority
Rodrigo Duterte
38.6%
(with technical assistance from the Asian Development
LUZON
Manuel Roxas II
Bank, which is based in Metropolitan Manila) and will
23.4%
provide a blueprint for economic development. Mr
Grace Poe
12.9%
Duterte is likely to be guided by this.
Jejomar Binay
One of Mr Duterte’s campaign pledges, which is likely
3.4%
to
have
resonated with the electorate, was to change
MANILA
the constitution to devolve more power and funds to
local governments. However, constitutional reforms are
notoriously difficult to pass in the Philippines. Whether
MINDORO
Mr Duterte will make real progress on this front remains
SAMAR
to be seen.
ISLANDS
Mr Duterte’s main focus during the campaign period
PANAY
was on tackling crime by any means necessary. As the
president-in-waiting, he has so far proposed to institute
a nationwide ban on serving alcohol publicly after a
BOHOL
certain time in the evening and to impose a curfew for
NEGROS
PALAWAN
minors. More drastically, he has spoken approvingly
of the extrajudicial killing of suspected criminals.
Such policies will no doubt irritate the middle class in
Metropolitan Manila, but this is unlikely to affect Mr
Duterte’s overall popularity. Research conducted by
the University of Immaculate Conception (UIC, a local
MINDANAO
higher-education institution), found that one of the
main reasons for Mr Duterte’s exceptionally long mayoral
Source: Comelec - GMA7 Mirror Server.
tenure was his determination to maintain law and order
in the area under his jurisdiction. A supporter of Mr Duterte told the UIC researchers, “as long as there
is peace and order, development follows”. Many believe that he can translate his achievements in
Davao City (now one of the star performers among metropolitan centres in the Philippines) to the rest
of the country.

Top presidential candidate by region

(based on 96.14% of votes counted as of 18th May)

The Philippines 2016-2020: Scenarios
Core scenario: Mr Duterte will not completely reverse the policy course of his
predecessor, but investment spending growth slows
Mr Duterte inherits a fairly robust economy and he will be hard-pressed to shake its established
fundamentals in the short term. The Economist Intelligence Unit therefore believes that the economy
will expand by at least 5% a year in 2016–20. Over recent weeks, Mr Duterte has outlined economic
6
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policy goals that are fairly similar to those of the outgoing government and his opponents. He has even
acknowledged that the economy did well under the Mr Aquino’s leadership. In line with this, he has
said that he will consider retaining members of the Aquino cabinet in economic and finance related
portfolios. Mr Duterte has, however, made foreign investors jittery and we expect capital inflows to
slow until there is further clarity on his economic team and its strategy. Our basic assumption is that
private consumption, fuelled largely by the inflow of remittances, will hold up despite any political
turmoil.
Under this core scenario we assume that Mr Duterte will be open to foreign direct investment and
will adopt measures to boost competition in the domestic economy. He has promised to reform a
foreign investment cap that limits foreign ownership to a maximum 40% stake in a local entity. Such
reforms have been proposed by presidents in the past, but have been thwarted by opposition from the
local business community.
We assume that policy implementation will be a key challenge and any progress is likely to be
slow. The president-elect’s antagonistic attitude towards Congress (the legislature) and his threats
to shut it down should its members not cooperate with his agenda are signs that his presidency
could be tempestuous. Clashes between the executive and the legislature could end up undermining
government effectiveness more generally. Efforts to challenge incumbent elites will also run up
against vested interests.

Alternative scenario 1: Security remains Mr Duterte’s primary focus, resulting in a
slowdown in economic growth (35% probability)
“After the first hanging there will be another ceremony for the second time until the head is completely
severed from the body,” Mr Duterte claimed after he announced his intention to reinstate the death
penalty (abolished in 2006). This may not be empty rhetoric. The methods through which he has
promised to restore law and order in the country are legally dubious. Human-rights groups have long
campaigned against his alleged use of “death
Risk assesment on real GDP growth
squads” to eradicate crime in Davao, which they (% change, year on year)
Core scenario*
Alternative Scenario 1
say have claimed the lives of over 1,000 people.
8
Similar campaigns in other countries, such as
Thailand have, in the long run, often served to
7
stoke social tensions.
6
We see a significant risk that Mr Duterte will
prioritise security at the expense of pursuing
5
development goals. We believe that under
these circumstances, private investment would
4
weaken, as some businesses become more
concerned around the rule of law and political
3
stability, and some of the Philippines’ major
trading partners are deterred by concerns about 2
2010 11 12 13 14 15 16 17 18 19 20
human rights violations. Meanwhile, government * Assumption that no change to domestic policy takes place
Source: The Economist Intelligence Unit.
expenditure would become more focused on
7
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the domestic security forces, and be diverted away from other priorities, including infrastructure
spending. However, we assume the sustained growth in private consumption would continue to
support overall growth.

Alternative scenario 2: Mr Duterte is impeached within a couple of years of his
election, resulting in political paralysis (20% probability)
Partly owing to the weakness of political
Risk assesment on real GDP growth
institutions, senior government officials are
(% change, year on year)
vulnerable to impeachments in the Philippines.
Core scenario*
Alternative Scenario 2
8
These can be messy, particularly in cases
involving the head of state. Joseph Estrada
7
(1998-2001) was the last president to face an
impeachment trial. His alleged involvement in
6
graft and mismanagement of government funds
eventually led to his resignation from office—Mr 5
Estrada was later convicted of “plunder”.
4
In his two-decade term as mayor, Mr Duterte
has maintained a fairly clean record. If that
3
continues to be the case in his presidency,
building a case for graft or mismanagement
2
2010 11 12 13 14 15 16 17 18 19 20
against him would be difficult, and could be
* Assumption that no change to domestic policy takes place
more easily portrayed as a politically motivated
Source: The Economist Intelligence Unit.
initiative by the political elite. Nevertheless,
there is a chance that the elite might try to engineer impeachment proceedings should relations
with Mr Duterte continue to deteriorate. It should also be noted that Mr Duterte generally has a weak
political base within the House of Representatives (the lower house) and the Senate (the upper house).
His position will be weakened as his running mate is unlikely to win the vice presidency. This position
looks set to be won instead by a candidate from the Liberal Party, Leni Robredo, who would thus take
over if Mr Duterte were forced from office.
The relatively low probability for the impeachment scenario reflects the fact that some progress has
been made under the outgoing Aquino government to strengthen political institutions, and that more
broadly legislators will be reluctant to try to overthrow the president. Mr Duterte’s widespread support
among the electorate might also act as a deterrent against impeachment.
Nonetheless, should an impeachment occur, the Philippines would return to its grim tradition
of political instability. In the run-up and aftermath of impeachment, private investment would
be expected to contract in subsequent quarters and remain depressed for a prolonged period. The
ensuing political paralysis would be likely to constrain government spending, which would eventually
stagnate over a number of quarters, before increasing strongly as lawmakers attempted to appease
the electorate in the aftermath of Mr Duterte’s dismissal. However, the Philippines would still avoid
slipping into recession as sustained inflows of workers’ remittances would continue to underpin
private consumption growth.
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Too soon to spot a falling star?
The May 9th polls were an indictment of the political elite from the northern provinces. The electorate
not only voted for more inclusive economic growth, but also for the promise of improved security across
the country, particularly in the metropolitan centres. They chose a strongman president who promises
to eradicate crime and corruption, but has little regard for due process. There is a risk that Mr Duterte
will undermine both the country’s already feeble political institutions and its legal fabric with his
proposed hard-line methods.
Fears over the future are valid: bad leadership in the Philippines has led to severe misappropriation
of wealth in the past, wasting the country’s opportunities. Local observers fear that a political focus
on tackling crime alone will jeopardise the country’s economic prospects and undermine its hard-won
status as Asia’s star performer.
Nevertheless, more positive outcomes are also possible. We believe that the new president is likely
to be so focused on his internal law-and-order drive that he leaves the management of the economy
to eminent advisers and established lawmakers. His tough-man approach is still likely to retard the
development of the country’s institutions, but this will not exert a significant drag on economic growth
in the short-term. Moreover, if he is able to enhance levels of security and to shake up the political
and business status quo, the resulting improvements in the business environment may be sufficient to
offset any long-term damage caused by his cavalier attitude towards institutions. This assessment is
certainly subject to downside risks, but it is still too soon to write off the dynamism of the Philippine
economy under a Duterte presidency.
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