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For nearly three years now since its establishment in 2016, the Philippine
Competition Commission (PCC) has sustained its momentum in carrying out its
mandate under the Philippine Competition Act (PCA).
The enactment of the PCA has been a game-changing reform, helping the
country to sustain its rapid economic growth and to achieve more inclusive
development.
As the Commission’s inaugural Chairman, I am proud to say that we have
indeed gone far since our inception. Allow me to report our accomplishments in
2018 and share our priorities in 2019.
A New Competition Regime
On 8 August 2017, the two-year transitory period provided by the PCA ended.
To recall, affected parties were given this grace period after the law’s enactment
so that they could renegotiate their agreements and restructure their businesses
to fully comply with the law.
Since then, the Commission has issued several important rules to strengthen its
enforcement architecture. These include the 2017 PCC Rules of Procedure,
which applies to investigations, hearings, and proceedings in enforcement cases;
and rules and guidelines on mergers and acquisitions (M&As) to formalize the
processes for merger review, voluntary commitments, and adjudication of
merger cases.
Considering the lag that normally happens between policy issuance and firm
uptake, the Commission deems 2018 as truly the first full year of the new
regime of Philippine competition law and policy.

The past year also saw the country facing several economic headwinds. The
Philippine economy experienced shocks in the form of rising prices, especially
for necessities such as food and fuel. In his State of the Nation Address last
July, President Rodrigo Duterte declared that several groups have unfairly
profited from higher prices through the conduct of unscrupulous business
practices. Additionally, 2018 saw the rise of populist economic policies, as
major country players in the global market enacted protectionist measures that
disrupted trade flows worldwide.
Against this backdrop of transition to a new competition regime and amidst the
reality of pressing economic challenges, the Commission forged ahead steadily,
fulfilling its mandate to prohibit anticompetitive agreements, abuses of market
dominance, and anticompetitive mergers and acquisitions.
Mergers and Acquisitions
In 2018, the Commission pushed forward by significantly changing its merger
control regime. First, we adjusted our merger notification thresholds to better
filter notified transactions. That is, we raised the value of Size of Party
threshold from PHP 1 billion to PHP 5 billion, and the value of Size of
Transaction threshold from PHP 1 billion to PHP 2 billion. Beginning March
2019, these thresholds will be adjusted based on the nominal GDP growth of the
previous year.
We also issued several guidelines to simplify and further streamline our merger
review processes. These include the: (1) Guidelines for the Notification of Joint
Ventures; (2) Clarificatory Note on Consolidation of Ownership; and (3)
Guidelines on Requests for Noncoverage from Compulsory Notification. These
guidelines ensure that the Commission is able to improve the ease of doing
business for the merging parties and, at the same time, focus on the other
essential elements of a holistic merger control regime, such as market
monitoring, policy advocacy, and conduct of market studies.
As of 31 December 2018, the Commission has received a total of 168 M&A
transactions, cumulatively worth PHP 2.6 trillion. We had approved 159 of
these transactions. The status of the nine other transactions is as follows: 3 are
under the sufficiency determination stage, 2 are under Phase 1 review, 2 are
under the more in-depth Phase 2 review, 1 is pending with the courts, and 1 has
not been refiled.
In 2018 alone, the Commission received 40 M&A transactions, altogether worth
PHP 438 billion, of which 33 were approved. The sectors with the most
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transactions are real estate (9), manufacturing (8), electricity and gas (5), and
transportation and storage (4).
Notably, the Commission has exercised its power to review voluntary
commitments or impose remedies on transactions we deem problematic from a
competition point of view.
First, we subjected Grab’s acquisition of Uber to pricing and quality standards
after opening a motu proprio merger review. These conditions were part of
Grab’s voluntary commitments to address the competition concerns we raised in
view of the merger of the country’s two biggest ride-hailing apps. The
Commission issued a Commitment Decision that binds Grab to undertakings
meant to ensure that its quality of service and pricing are not unreasonably
different before and after it acquired Uber. The Commission stands to guard
against any breach through an appointed third-party trustee that independently
monitors Grab on its commitments.
Second, we issued a Statement of Concerns on the Udenna-KGLI-NM (2Go)
transaction, following a more in-depth Phase 2 review. The Commission found a
substantial lessening of competition in the market for passenger and cargo
shipping services due to the transaction. This led to a review of the voluntary
commitments proposed by the parties to correct potential harm to the market.
Last and more recently, we are reviewing Universal Robina Corporation’s
acquisition of Central Azucarera Don Pedro. We are studying the parties’
voluntary commitments to address potential loss of competition in the market
for sugarcane milling services. The Commission has raised concerns that this
merger-to-monopoly transaction may adversely affect sugarcane planters in
Batangas, Laguna, Cavite, and Quezon.
In 2018, the Commission bared its teeth and imposed stiff fines and penalties on
entities found to violate merger rules. It exacted fines totaling PHP 47.74
million for various cases involving violations of the compulsory notification
requirement and noncompliance with interim measures. Entire transactions were
also adjudged void for non-notification, forcing erring parties to have their
transactions undergo the Commission’s merger review. It is our hope that the
imposition of these fines and penalties sends a strong message to deter future
violations and encourage compliance among businesses.
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Competition Enforcement
The Commission considerably ramped up its enforcement activities in 2018. To
date, it has received a total of 152 queries and informal complaints on possible
anticompetitive agreements and conduct.
We opened 11 preliminary inquiries: 4 based on verified complaints and 7 motu
proprio by the Commission. Nine of the 11 preliminary inquiries led to full
administrative investigations: 7 investigations are ongoing and 2 have been
closed.
Recognizing that price increases in basic goods disproportionately harm the
poor, the PCC’s Enforcement Office continues to investigate the rice, energy,
and fuel markets, in addition to the other sectors already under our enforcement
radar. We are committed to vigorously pushing for more and better enforcement
action to protect consumers from anticompetitive business practices.
In 2018, the Commission executed Memorandums of Agreement with the
Department of Justice–Office for Competition (DOJ-OFC) and the Office of the
Ombudsman (OMB) to further strengthen our enforcement capacity. We also
had our personnel undergo training with the National Bureau of Investigation
(NBI) to sharpen their investigation skills.
Most recently, the Commission has published the Rules of its Leniency Program
after months of conducting public consultations with stakeholders. The program
will grant an entity immunity from suit or reduction of fines in exchange for
voluntary disclosure of information on cartels. It is expected to significantly
improve our level of cartel detection and increase the number of cartel
investigations in the coming years. We are targeting to roll out the Leniency
Program in January 2019.
Competition Research
The Commission has a pool of economists who conduct rigorous competition
analysis for merger review and competition enforcement. We have tasked them
to undertake also issue papers on sectors that fall under our priority areas. Thus
far, we have commenced issue papers and studies on manufacturing, rice,
pharmaceuticals, air and land transport, logistics, e-commerce,
retail/supermarkets, telecommunications, agricultural credit, poultry and
livestock, baked products, milk products, and fertilizers.
The issue papers will enable the Commission to identify key structural
characteristics in the market or along segments of the industry supply chain that
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render the market more susceptible to anticompetitive practices. These studies
not only inform the Commission when it weighs in and decides on cases
brought before it, but also provide guidance in prioritizing enforcement and
advocacy activities.
For example, the issue paper on air transport, which reviewed past regulations
that led to significant improvements in the country’s air transport, flags possible
competition concerns due to the highly capital-intensive and oligopolistic
structure of the market. In particular, it recommends the review of airfare
regulation in routes served by only one carrier and the government’s policy
stance in negotiating bilateral air service agreements. Similarly, the issue paper
on rice helped focus our investigation on the alleged rice cartel.
Competition Advocacy and Engagements with Other Jurisdictions
The Commission recognizes that effective advocacy is a cost-efficient way of
ensuring that stakeholders internalize the principles of healthy competition.
Mainstreaming a culture of competition allows the Commission to prevent
anticompetitive practices—which may be difficult to detect or dismantle—from
occurring in the first place, thus freeing up resources for use in carrying out its
other core functions.
In 2018, the Commission submitted several critical inputs to the Executive and
Legislative branches to advocate for pro-competitive government policies.
First, we provided technical inputs to the Department of Information and
Communications Technology and the National Telecommunications
Commission to ensure that the principles of robust and dynamic competition are
considered in their selection of the third player in the telecommunications
market. We also provided substantial comments on the following key legislative
measures that would complement the entry of the third player: mobile number
portability, open access in data transmission, spectrum management reform, and
the common tower policy. Such measures are seen to shake up and transform an
industry that has long been characterized by high consumer charges and poor
quality of service.
Second, the Commission submitted a position paper on the amendments to the
Retail Trade Liberalization Act. The entry of foreign retailers is ultimately
beneficial to consumers and domestic retailers. Entry can be encouraged
through the removal of the minimum capital requirement for foreign retailers,
thereby allowing small domestic retailers to source their products from more
cost-efficient entrants. This is a significant step towards undoing distortions in
the market and promoting healthy competition to benefit end-consumers.
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Third, we have supported initiatives in Congress to amend the 80-year old
Public Services Act, particularly the lifting of foreign equity restrictions on
certain industries such as telecommunications and transport. The Commission
has proposed to redefine public utilities, thereby limiting the application of the
foreign equity cap. This will encourage foreign direct investments, which in
turn will boost economic growth, foster more competition, facilitate technology
transfer, generate more jobs, and provide wider choices for consumers.
Aside from providing inputs to the Executive and Legislative branches, we also
successfully organized 35 advocacy and capacity-building activities for external
stakeholders. Among the flagship activities are the inaugural Manila Forum
focusing on competition policy in developing countries, the Call for
Collaboration with law schools, roadshows and campus tours throughout the
country, and several dialogues with business associations and the judiciary.
A fruit of our advocacy efforts is the Legal Education Board’s integration of
competition law in the corporation law subject and its inclusion as a stand-alone
elective in the curricula of law schools. This is a milestone for the country’s legal
education landscape and for PCC.
As the government’s official representative in international competition matters,
the Commission has been engaging with counterpart authorities in other
jurisdictions to strengthen competition enforcement frameworks and enhance
institutional capacity.
For example, we have actively participated in the adoption of the ASEAN
Regional Cooperation Framework (ARCF) on Competition. The ARCF allows
for mutual convergence in implementing competition laws in the ASEAN,
especially in combatting cross-border anticompetitive practices. It complements
the creation of the Virtual ASEAN Research Center for Competition, which
serves as a platform to stimulate research on competition issues in the region.
With technical assistance of experts from more mature jurisdictions, the
Commission conducted numerous capacity-building activities to enhance the
competencies of its staff. These include workshops on investigating cartels and
abuse of dominance, conducting dawn raids, merger assessment, and a
roundtable with Chief Economists from other competition authorities. The
inaugural Manila Forum—attended by local and foreign competition experts,
academics, development practitioners, business leaders, and sector regulators—
aimed at encouraging a dialogue on pressing issues at the frontier of
competition law and policy.
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2019: Forging Ahead amidst Continuing and New Challenges
The Commission has indeed made strides in the past years, yet many challenges
are still to be hurdled in the coming year and beyond.
In an economy where oligopolistic market structures persist, there are high
external expectations for the Commission to deliver more and better
competition enforcement. Now, more than ever, our goal is to effectively
investigate anticompetitive agreements and conduct, keeping in mind that
effective deterrence not only requires the threat of penalties, but also effective
detection and prosecution of infringements. We consider the effective
enforcement of the PCA as the most obvious criterion on which our credibility
as a young agency will be judged.
From the Commission’s market scoping of the manufacturing sector, we have
identified industries to add to our priority sectors for competition analysis and
enforcement in 2019. These include the logistics supply chain, corn milling and
trading, refined petroleum manufacturing and trading, sugar, and pesticides.
Once the ongoing issues papers and studies are completed by early 2019, we
intend to transition to specific enforcement and advocacy work. Issue papers are
only the beginning of our work in a market, providing us with essential
knowledge, putting industries on notice, and providing a framework for future
enforcement and advocacy actions.
This January 2019, we will be rolling out the Commission’s Leniency Program.
This program is expected to significantly improve our ability to detect cartels
and increase the number of cartel investigations in the coming years. To use our
enforcement resources more efficiently, we will be issuing the Rules on
Forbearance, which will allow an entity or group of entities to be exempted
from certain provisions of the PCA under very specific circumstances and
stringent conditions. Finally, to add to our armory of investigative tools, we
shall endorse to the Supreme Court our proposed Rules on Inspection Orders or
dawn raids. These three items—Leniency Program, Rules on Forbearance, and
Rules on Inspection Orders—are critical components expected to strengthen and
complete our enforcement framework.
With the Office of the Ombudsman and the Commission on Audit as key
partners, the Commission will adopt a tripartite action plan and formally
constitute a joint task force to investigate bid-rigging in public procurement. As
the government ramps up its Build, Build, Build program, ensuring a clean
selection process in public procurement is key to extracting the best value for
our taxpayers’ money.
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For Mergers and Acquisitions, we shall adopt a more simplified notification
process to further expedite the review of non-problematic merger cases. We will
continue our efforts in proactively monitoring non-notified transactions and
evaluating the merging parties’ compliance with their voluntary undertakings.
One continuing challenge has been the general population’s low level of
awareness of the Commission and the PCA, as well as the limited understanding
of the principles of healthy market competition among businesses, consumers,
and even many government agencies. This significantly constrains our
operations, as limited awareness and understanding potentially lead to the
proliferation of anticompetitive conduct, noncompliance with the Commission’s
rules, and the misinformed adoption of policies and regulations with
anticompetitive features.
Still, there has been progress: in 2017, household awareness of the PCC was at
0.5% and the PCA at 0.4% only. In 2018, awareness of the PCC rose to 4.1%,
but that of the PCA remained low at 0.99%. These figures indicate the need and
opportunities for more targeted competition advocacy efforts among the
Commission’s stakeholders. Again, keeping in mind that advocacy is a costeffective way of preempting anticompetitive conduct, the Commission is
committed to its objective of mainstreaming a culture of competition, not just
among consumers and businesses but among the members of Congress, sector
regulators, and the Judiciary as well.
To this end, we intend to implement a multi-year work plan to review laws,
bills, and regulations that hamper competition. As the nation’s competition
champion, the Commission shall be more proactive in its engagement with
Congress and sector regulators by reviewing existing laws and regulations that
restrict competition in various markets. We hope to organize a quick-response
mechanism, tapping competition and sectoral experts in the provision of
targeted, timely, and informed comments on legislative proposals and executive
issuances.
Lastly, I am pleased to report that we have started the establishment of a longterm research program. We deem this a necessary initiative so that we can
assess the impact of the Commission’s interventions and encourage knowledge
creation in the field of competition law and economics.
Conclusion
In under three years, the Commission has worked tirelessly to quickly set up the
necessary architecture for an effective competition policy centered on the
objective of promoting consumer welfare. Over time, we have gained
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experience and built competencies in our core functions of competition
enforcement, merger review, and competition advocacy.
By end of 2018, we have filled up 160 of the 200 available plantilla positions in
the PCC, with 46 lawyers and 20 economists in our staff. Last June, we moved
our offices to a new home, significantly improving workplace productivity and
our capacity to hire new personnel. Soon, we will study the possibility of
establishing the Commission’s first regional office so that we may better fulfill
its broad and far-reaching mandate.
As we expand the Commission’s portfolio of cases and advocacy efforts in
2019, we reaffirm our commitment to attain the Commission’s vision of
becoming a world-class competition authority. We will continue to aim for the
frontier, employing best practices and meeting the standards set by model
jurisdictions.
One of our latest accomplishments is a testament to our efforts towards
excellence: the Commission’s ISO certification for quality management system.
This certification covers the review processes of mergers and acquisitions,
competition enforcement, competition policy formulation and research, capacity
building, and advocacy. It demonstrates the Commission’s firm commitment to
executing its mandate while meeting international standards.
It is our belief at the Commission that improvements in consumer welfare lead
to a fairer distribution of incomes and opportunities. In the Philippines, where
the disparity between the rich and the poor is glaring, the Commission commits
to steadfastly serve as a force that works to correct the many distortions in the
market that disproportionately affect the poor.
I look forward to what will surely be an exciting year ahead for competition.
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