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Thank you for the opportunity to speak at this meeting. My task for this session is to
discuss the actions that the Philippine Competition Commission has taken to
advocate for competitive neutrality. I am happy to share with you the significant
gains our jurisdiction has realized in this endeavor in the last few months.

To contextualize our discussion, allow me to briefly paint a picture of our national
situation with respect to State-Owned Enterprises or SOEs. In the last few years,
reforms in the Philippine SOEs have been undertaken at quite a fast pace. This was
precipitated, in part, by the enactment of a landmark law called the GOCC
Governance Act of 2011, which created the Governance Commission for
Government-Owned or Controlled Corporations and which strengthened corporate
governance of SOEs. The law built on an Administrative Order in 1988 that enacted
reforms in response to the excessive proliferation of SOEs. Notably, the law also
saw the need for a clear separation between the regulatory and the proprietary
activities of SOEs to achieve a level playing field with the private sector.
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As you can see, from 2010 to 2016, operational subsidies have remained small
relative to the dividends remitted by Philippine SOEs. Between 2011 and 2016, 35
SOEs have been abolished, privatized or rationalized.

However, while significant headway has been made in rationalizing the use of state
resources allotted for SOEs, cross-country indices such as the World Bank Product
Market Regulation (PMR) indicators show that much remains to be done to unlock
the country’s economic potential. Relative to comparator countries such as Chile,
Poland and Romania, Philippine markets exhibit higher levels of restrictiveness to
competition, and state control restrictions significantly contribute to this outcome.
Zooming into this particular sub-indicator, we find that public ownership, composed
of lower-level indicators such as the governance and the scope of SOEs, account for
much of this restrictiveness.

Enter the Philippine Competition Commission or PCC. In 2015, the Philippine
Competition Act or PCA was passed. Under the PCA, SOEs fall under the
jurisdiction of the PCC. The PCA also gave the Commission the power to review
economic and administrative regulations, as well as the mandate to advise the
government on the competitive implications of its policies and programs. In
addition, we are tasked with assisting the National Economic and Development
Authority or NEDA, the country’s socioeconomic planning agency, in the
formulation of the National Competition Policy, a key policy reform which I will
elaborate on later.

Within the first few months of its establishment, the PCC wasted no time and
organized an independent Experts Review Team that conducted a National
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Competition Policy Review, an evidence-based exercise which allowed the PCC to
assess the competition landscape by identifying sectors with serious competition
challenges. The output of this exercise then served as a key document in the drafting
of the National Competition Policy Chapter of the Philippine Development Plan
(PDP) 2017-2022, the country’s medium-term development blueprint.

The PDP identifies competitive neutrality as a key policy challenge since the
Philippine economy has long been troubled by issues with state-enabled policies and
barriers. These include: (1) longstanding government-owned monopolies; (2)
government-authorized private monopolies; (3) government control of entry and
expansion of market players; and (4) government provision of goods and services
similar to those provided by private entities. SOEs do not have a large direct output
contribution to the Philippine economy, but the aforementioned interventions create
non-trivial wedges in prices and relative profitability which then distort market
incentives and reduce market efficiency. Hence, while these policies may be justified
on certain grounds, they can be problematic from a competition standpoint.

Under the Competition Chapter, the PDP also lays out several targets that the
relevant government agencies need to achieve by 2022. For instance, the PCC works
closely with the Governance Commission for GOCCs or GCG to initiate corrective
measures for SOEs with competitive neutrality issues.

In addition, one of the functions of the GCG is to review the mandates of all SOEs
and to recommend actions for cases where there is a conflict between their regulatory
and commercial functions. Earlier this year, the GCG recommended the privatization
of state-owned casinos operated by the gaming regulator—a clear case of conflict of
interest which can have consequences on the competition landscape for this sector.
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Even more recently, a state-owned sugar corporation was abolished because its
functions and purpose were essentially redundant with what other state institutions
already do. These efforts are welcome improvements in the Philippine government’s
effort to correct the many state-enabled inefficiencies constraining the country from
reaching a higher growth trajectory.

In fact, the Philippine government has taken this endeavor one step further. To
strengthen and formalize the internalization of competition principles, the
Philippines will adopt a National Competition Policy or NCP through an Executive
Order by early next year. It is expected to be endorsed to the Cabinet’s Economic
Development Cluster by next month.

The NCP acts as a comprehensive framework that steers regulations and
administrative procedures to promote effective competition. The NCP framework is
based on three complementary pillars: (1) pro-competitive policies and government
interventions; (2) competitive neutrality; and (3) enforcement of competition law.
With competitive neutrality as one of the policy’s pillars, the NCP provides that
SOEs and private sector businesses shall compete on a level playing field. When the
NCP is executed, all government agencies will effectively be directed by the
President to assess and remedy competitive neutrality issues. As I have mentioned
earlier, the PCC is mandated to assist and collaborate with the NEDA in the
formulation and adoption of this policy, as well as to create an inter-agency
mechanism to operationalize it.

Under the NCP, all agencies exercising oversight functions over SOEs are directed
to: (1) review the mandates of SOEs and examine conflicts in their proprietary and
regulatory functions; (2) adopt structural measures to address identified anti4

competitive behavior relating to their mandate and/or operations; (3) assess existing
subsidies in favor of SOEs and enforce measures to prevent them from deriving
advantages in obtaining credit; and (4) implement measures to neutralize any
advantages or disadvantages that may accrue by reason of public sector ownership.

In summary, the efforts I have described demonstrate how dedicated the PCC has
been in advocating for competitive neutrality and fair competition. Ill-advised
policies have long constrained the growth potential of the Philippines. The
resurgence of the economy in recent years has provided an impetus for policymakers
to further deepen economic reforms. After several decades, competition policy has
finally been recognized to be part and parcel of the country’s development strategy
to sustain economic growth and make it more inclusive. The anticipated enactment
of a National Competition Policy, with competitive neutrality as one of its pillars, is
a significant milestone that brings us closer towards achieving these goals.

Correcting for inefficiencies and distortions caused by state policies and SOEs is
crucial to leveling the playing field and strengthening the private sector—an effort
which will hopefully encourage more investments and greater innovation, healthier
competition, and ultimately, cheaper and better products. Importantly, the political
commitment needed to further deepen these reforms is stronger than ever— a good
signal for both Philippine consumers and businesses.
Once again, thank you for inviting me to share my country’s experience, and I look
forward to the discussions ahead.

A pleasant afternoon to all.
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