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Abstract:  The Telecom Regulatory and Policy Environment Survey (TRE Survey) is a tool to measure stakeholder 

perceptions about the effectiveness of the regulatory and policy environment, on a scale of 1 to 5 (1 being highly 

ineffective, 5 being highly effective, and 3 the mid-point for average performance).  Seven key dimensions of 

regulation (market entry, access to scarce resources, interconnection, regulation of anti-competitive practices, 

tariff regulation and quality of service regulation) based on the WTO regulatory reference paper assessed 

separately for 3 telecom sub-sectors (mobile, fixed and broadband).  Results of the TRE Survey for 2011 shows that 

stakeholders perceive the TRE in the Philippines to have declined overall, and in every segment (Fixed, Mobile and 

Broadband)  

More specifically, only market entry and interconnection for Mobiles had a better score compared to the last 

survey conducted in 2008.   As such, the overall average for mobile is practically the same as in 2008. As for Fixed 

Lines, considering that there has been very little development in the area, the decline could be attributed to 

sampling differences, especially with participation among small telephone operators in this round of the TRE. 

The segment with the biggest decline, and with the lowest overall score was in the broadband sector. This is 

indicative of the area where most of the telecommunication providers see as their primary growth area.  This is 

also the service that a growing segment of the market is increasingly becoming more concerned with. As an 

emerging field, it is also the area where policy has not yet caught up with the issues associated with the 

technology. Emerging concerns include access to frequencies, establishing standards for service quality, and the 

perennial question of universal access. 
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1. Executive Summary 
 

Between February 2010 and January 2011, the most significant 

regulatory environment in the Philippines 

2010, Benigno Aquino III became the Presi

President could appoint new officials 

Commission on Information and Communication Technology

to retain the NTC Commissioner from the previous administration

Chairman to the CICT, Atty. Ivan Uy. 

Congress to prioritize the passage of an anti

The Telecom Regulatory and Policy Environment Survey (TRE Survey) is a tool to measure stakeholder 

perceptions about the effectiveness of the regulatory and policy environment, on a scale of 1 to 5 (1 

being highly ineffective, 5 being highly effective, an

key dimensions of regulation (market entry, access to scarce resources, 

anti-competitive practices, tariff regulation and quality of service regulation) based on the WTO 

regulatory reference paper assessed separately for 3 telecom sub

broadband).  Results of the TRE Survey for 2011 shows that stakeholders perceive the TRE in the 

Philippines to have declined overall, and in every segment (Fixed, M

Figure 1: Philippine TRE 2008 vs. 2011

More specifically, only market entry and interconnection for Mobiles had a better score compared to 

the last survey conducted in 2008.   

2008. As for Fixed Lines, considering that there has been very little development in the area, the decline 

could be attributed to sampling differences, especially with participation among small telephone 

operators in this round of the TRE. 
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Between February 2010 and January 2011, the most significant event in the telecommunications 

in the Philippines was the political change in the nation’s leadership. 

2010, Benigno Aquino III became the President of the Republic. The change of leadership meant that the 

President could appoint new officials to the National Telecommunications Commission (NTC) and the 

n and Communication Technology (CICT). President Aquino, however,

to retain the NTC Commissioner from the previous administration, while also appointing a new 

. In his first State of the Nation address, President Aquinoalso asked

Congress to prioritize the passage of an anti-trust bill. 

The Telecom Regulatory and Policy Environment Survey (TRE Survey) is a tool to measure stakeholder 

perceptions about the effectiveness of the regulatory and policy environment, on a scale of 1 to 5 (1 

being highly ineffective, 5 being highly effective, and 3 the mid-point for average performance).  Seven 

key dimensions of regulation (market entry, access to scarce resources, interconnection, regulation of 

competitive practices, tariff regulation and quality of service regulation) based on the WTO 

latory reference paper assessed separately for 3 telecom sub-sectors (mobile, fixed and 

Survey for 2011 shows that stakeholders perceive the TRE in the 

overall, and in every segment (Fixed, Mobile and Broadband) (Fig

Figure 1: Philippine TRE 2008 vs. 2011 

More specifically, only market entry and interconnection for Mobiles had a better score compared to 

the last survey conducted in 2008.   As such, the overall average for mobile is practically the same as in 

2008. As for Fixed Lines, considering that there has been very little development in the area, the decline 

could be attributed to sampling differences, especially with participation among small telephone 
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The segment with the biggest decline, and with the lowest overall score was in the broadband sector. 

This is indicative of the area where most of the telecommunication providers see as their primary 

growth area.  This is also the service that a growing segment of the market is increasingly becoming 

more concerned with. As an emerging field, it is also the area where policy has not yet caught up with 

the issues associated with the technology. Emerging concerns include access to frequencies, establishing 

standards for service quality, and the perennial question of universal access. 

That said, one would think that with the convergence of technologies, and the alternatives that make 

competition possible, this would lead to better prices, quality and greater access. That this has not 

happened, and perceptions on these issues have declined suggest that even with many options, there is 

no real competition and the regulatory environment has not succeeded. The challenges are even more 

daunting because as the technologies converge the issues become more complex. 

With a new administration, there is always an opportunity for change. How the new administration 

prioritizes the ICT sector, and provides political support and institutional mechanisms to strengthen the 

NTC and insulate it from outside influence is important. A stronger, more stable and independent 

regulator is needed to make sure that the public’s interests are protected in the rationalization of 

frequency allocation, mergers, price regulation, and resolving interconnection issues.  

 

2. Country Overview 
 

The Republic of the Philippines is located in SouthEast Asia. It is an archipelago of 7,107 islands and is 

divided into three major islandgroups: Luzon, Visayas, and Mindanao. Administratively, the 

countryretains a three-tiered structure for local governance. At the first level are provinces. Provinces 

aresubdivided into municipalities and component cities, with each further subdivided into barangays, 

which comprise the country’s smallest political unit. All in all, the Philippineshas 17 administrative 

regions, 81 provinces, 136 cities, 1,495 municipalities and 42,008 barangays (DILG 2009).   

The Philippines has a population of approximately 102 million in 2011. Economic growth in the 

countryhadaveraged 4.5% per year between2001 to 2009. In 2010, the National Economic Development 

Authority (NEDA) reported thatcountry’s GDP grew by 7.3%, and its GNP by 7.2%. This was an 

improvement from the 1.1% in GDP and 4.0% in GNP growths posted in 2009. 

 

The Role of ICT in the economy 

The government considers the information and communication technology (ICT) sector as an important 

driver towards national development. From 2006 to 2010, more than Php156 Billion was invested in ICT-

related industries in the Philippines. More than 88% of this ICT-related investments were made 

byforeigners (Figure2).  

 



 

Figure 2

ICT-related investments declined in 2008 and 2009 due 

even then, with reduced investments, revenues in the industry continue

2009.  In 2010, with the global economy slowly recovering, 

and Filipino nationals increased almost four

or 97.4 percent came from foreign investors.

means that 28.5% of FDI was invested

In terms of contributions, the ICT services sector brings in a large amount of employment (see Section 5) 

and revenue into the country. The bulk of these services are with respect to customer care and back 

office services. The country’s industry associati

that require higher skills, such as Animation, software development and engineering services(see Table 

1).  In 2010, revenues in the sector increased by 26% earning US$8.9Billion in revenues for 

economy.1 
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Figure 2: ICT Investments in Billions (Pesos) 

investments declined in 2008 and 2009 due to the global economic depression. 

with reduced investments, revenues in the industry continued to rise, earning US$7.2B in 

In 2010, with the global economy slowly recovering,  investments in the sector made by foreign 

no nationals increased almost four-fold to PhP 57.5 billion. Out of this amount, PhP 56.0 billion 
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Table1 : Philippine IT Industry Revenue 

(in US$ Millions) 

Industry Segment 2004 2005 2006 2007 

Customer Care 1,024 1792 2353 3600 

Back Office BPO 123 187 302 398 

Transcription 72 115 159 197 

Animation 52 74 97 105 

Software (export) 170 204 271 423 

Engineering 

services 

34 48 68 152 

Total 1457 2420 3250 4875 

Growth (p.a.)  64% 34% 50% 

Source: BPA/P as cited in JETRO 2008 

 

 

3. Market Structure and MarketDynamics 
 

For most of the 20th century, the Philippine telecommunications industry was a private monopoly of the 

Philippine Long Distance Co. (PLDT). Over this period, the sector was characterized by low telephone 

penetration rates and long waiting times to own a telephone. Due to underinvestment in the sector, a 

huge telephone backlog existed, telephone service was generally unavailable and where it was, the 

service was unreliable (Aldaba 2011)2.Over the years, PLDT further consolidated its monopoly in the 

industry while having little incentive to expand its network and improve services. During those years, 

however, it was complemented by a government backbone that provided limited services to 

underserved regions in the country.  During this ‘monopolistic period’, the country’s 

telecommunications sector was characterized by very low telephone density and inefficient 

management (Townsend & Alampay 2011). 

In 1990, the government’s National Telecommunications Development Plan (1990-2010) sought to 

divest the state of its role in the delivery of telecommunications services through privatization and to 

encourage growth through more competition. At the same time, however, the plan was for government 

to continue facilitating official development assistance (ODA) for telecom projects in underserved and 

economically unviable areas.  

While there wereliberalization initiatives for the sector in the 1980s, only in 1993, with the issuance of 

Executive Orders (EO) 59 and 109, did real competition emerge.  The former required mandatory 

interconnection among telecommunication providers, while the latter introduced service obligations 

among international gateway facility (IGF) providers  and cellular mobile telephone service (CMTS) 

                                                           
2
http://www.bworldonline.com/content.php?section=Opinion&title=PLDT-Sun-acquisition&id=29109 
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interconnection and for revenue-sharing arrangements

But, as mobile technologies improved, the mobile phone industry then started to grow exponentially 

faster than the fixed line business. This transformed

which owned SMART, became the leader in the cellular

consolidated its position in the Philippine telecommunications industry by 
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number of cellular mobile telephone subscribers 
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policies to liberalize the provision of basic telecommunication services led to the entry of new 

helped speed up thedevelopment of the industry as foreign investment increased and new 

his though would not have happened had not technological advances 

(with fixed and mobile lines) in the sector possible (Figure  3

: Fixed, Mobile and Internet Subscription 1992-2008

e. Bayantel, Globe, Digitel, SMART), PLDT continued to dominate the 

country’s primary backbone network and accounting for the largest share in 

With this, it was able to influence the speed, terms, conditions for 

sharing arrangements (Aldaba 2011a). 

, as mobile technologies improved, the mobile phone industry then started to grow exponentially 

This transformed the landscape in the sector. The First Pacific

e leader in the cellular market. It then bought control of

consolidated its position in the Philippine telecommunications industry by mergingthe operations of 

Combined with PLDT’s Piltel, it also then had a combined share of 68% of the total 
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First Pacific group, 

bought control of PLDT and 

the operations of 
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After the consolidation, PLDT-Smart and Globe, emerged as the top two telecommunications companies 

in the country. Competition was limited as the two telecommunications giants offered basically the 

same prices for their services. For instance, text messages cost P1 each. In 2003, Sun Cellular of Digitel 

entered the market. A couple of years thereafter, Sun started offering 24/7 unlimited call and text 

messaging.  It can be noted in Figure 3 above that this offering, along with the Pasaload (peer-to-peer 

passing of credit) stemmed the apparent plateauing of subcribership and helped push access/mobile 

phone ownership even further. Hence, more people at the bottom of the market gained access to a line, 

and for other consumers,accessto a second line. 

With Sun introducing bucket pricing, SMART and Globe accused Sun of ‘predatory pricing’ and 

petitioned the National Telecommunications Commission (NTC) to stop Sun’s service offers, fix call rates 

at P5.50 per minute and bar Sun from charging lower rates (Aldaba 2011a). However, the NTC ruled in 

Sun’s favor, and allowed firms to set their own standards for as long as subscribers are told what these 

standards are (Alampay, J. 2007a).  Eventually both SMART and Globe also began to offer fixed rate or 

"bucket" plans for voice and text services. 

With the increase in competition in the sector, the telcos’ profit margins have come under pressure 

even as demand for more network services increased. For instance, PLDT’s consolidated EBITDA was at a 

high in 2008 with Php87.6 billion, with the margin representing 61% of revenues. However, in 2009, this 

went down to 86.2 billion at 59%, and went down further in 2010 with Php83.7 billion at 

59%.3Competition is also coming from various fronts, with Internet services such as Skype focing 

companies to keep prices low (Montecillo 2011). 

While daily outbound text messages increased from 800-900 million text messages to 1.2 billion, yields 

declined from 18 centavos to 13 centavos/text. In 2010, revenues from cellular data/text dropped 13% 

to P31 billion despite a 25% increase in text volume (Reyes, 2010). Overall, this is reflective of the 

declining trend in ARPU for both prepaid and postpaid mobile since 2005 (See Figures 4 and 5). 

  

                                                           
3taken from PLDT press releases and annual reports. 



 

Figure 4: Mobile Phone Gross ARPU 

(Prepaid, Year-on-year Basis) 

This trend has continued on to the first quarter of 2011. PLDT reported that its ARPU, had dropped 13 

percent year on year, leading to net profit slipping 6 percent to P10.7 billion in the first quarter. In a 

separate statement, Globe Telecom Inc. on the other hand said its net profit rose 1 percent in the 

January-to-March period. This, however, was their first increase in quarterly profit since the start of last 

year (Montecillo 2011). 

Figure 5: Mobile Phone Gross ARPU 

(Postpaid, Year-on-year Basis) 

 

As 

of 

the end of 2010, the three main telecommunications providers in the Philippines were PLDT/SMART, 

Digitel, and Globe Telecommunications, Inc.  They all provide mobile, fixed line as well as Internet and 

broadband services. PLDT continues to control the largest segment of the market, with Digitel also 
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gaining significant share. A fourth operator, Bayantel, as well as several smaller 

members of the PAPTELCO, werealso active in the market.

million SIMs in circulation, or a penetration rate of 91% of the population (see Figure 6).

 

Figure 6: Mobile Phone Subscription Growth 2005
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Figure 7: Mobile broadband quarterly growth 

 

4. 

Infrastructure: availability, usage and quality 
 

This section will review (i) availability of infrastructure equipment and services (coverage) and (ii) 

access and usage for fixed and radio infrastructures in terms of voice, SMS, internet, rural 

connectivity, national and international broadband networks (affordability). 

Gateways and Telecommunication Backbone 

 

International Cable Landings 

 

The Philippines is connected to the rest of the world by several large commercial undersea cable 

systems.  The main international cables that serve the Philippines connect to the terrestrial (land-based) 

Internet system in Batangas, which is located South of Manila and in San Fernando La Union, on the 

west coast of Northern Luzon.  

 

These cable landings also become more critical today given that the Philippines has an important 

position in the business process outsourcing (BPO) industry worldwide. Submarine networks serve as 

critical components to the BPO industry, providing reliable and diverse links between the Philippines and 

the rest of the world. 

 

There are now seven submarine cable systems landing in the Philippines, including Asia Pacific Cable 

Network (APCN), APCN-2, C2C, East Asia Crossing (EAC), Tata Global Network- Intra Asia (TGN-IA) , Asia-

American Gateway (AAG) and Guam-Philippines (G-P), South-East Asia - Middle East - Western Europe 3 
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(SEA-ME-WE 3) distributed in five cable landing stations in Batangas, Ballesteros, Capepisa, La Union and 

Nasugbu (Figure 8 and Table 2).4 

 

Figure 8:  Map of Cable Landings in the Philippines 

 

Source: Screen Capture: http://www.cablemap.info/ 

 

As far as connecting to these cables are concerned, the  NTC has a memorandum circular implemented 

in 2008 that called for the mandatory interconnection backhaul operations to landing sites. Backhaul 

networks transmit traffic to and from international optical cable systems. It allows for faster 

communication not just within the country but also between the Philippines and other countries. 

Existing cable landing stations in the Philippines were established by Philippine Long Distance Telephone 

Co. in Nasugbu, Batangas and La Union; Globe Telecom, Inc. also in Nasugbu and Cagayan Valley; and 

Digital Telecommunications Philippines, Inc. in Cavite. Each company has separate backhaul facilities. 

The NTC sees that the opening of backhaul-network services to other suppliers will bring down the 

prices to market levels to the benefit of the consumers. Since the backhaul networks are necessary to 

bring the traffic to and from the international optical submarine-cable systems, the cost of the backhaul 

networks is part of the prices of international circuits. Hence, according to NTC Director Edgardo 

Cabarrios it can bring down prices of services that require international connections like fixed-line, 
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mobile, and text messaging. It can benefit companies that do not have their own cable landing stations 

by providing them with the choice of backhaul networks (Lectura 2008) 

 

Table 2: Summary of Submarine Cable Systems in the Philippines 

 
Submarine 

Cable System 

Length & 

Design 

Capacity 

Year 

Started 

Landing 

Point in PH 

Other Landing Points Owner/Maintenance 

Authorities 

AAG (Asia-

America 

Gateway) 

20,000 km, 

2.88 Tbps 

2010 La Union Malaysia, Singapore, 

Thailand, Brunei, 

Vietnam, Hong Kong, 

Guam, Hawaii, 

Continental USA 

West Coast 

AT&T Inc., Bayan, Bharti, BT 

Global Network Services, CAT 

Telecom, ETPI, FPT Telecom, 

the Government of Brunei 

Darussalam, PT Indosat, PLDT, 

Saigon Postel Corporation, 

StarHub, Telcotech, TELKOM 

Indonesia, Telstra, Telekom 

Malaysia, TNZL, Viettel, and 

VNPT 

TGN-IA (Tata 

TGN Intra-Asia) 

6,700 km, 

3.84 Tbps 

2009 Ballesteros, 

Cagayan 

Hong Kong, Vietnam, 

Singapore and Japan 

(with connectivity via 

the TGN Pacific 

Network to Guam 

and US) 

Tata Communications, Globe 

(exclusive landing party in PH) 

EAC-C2C (East 

Asia Crossing) 

19,500 km, 

2.5 Tbps 

2007 Capepisa Japan, South Korea, 

Taiwan, China, Hong 

Kong, Singapore, 

Vietnam, Guam, USA 

Asia Netcom 

APCN 2 (Asia 

Pacific Cable 

Network 2) 

19,000 km, 

2.56 Tbps 

2002 Batangas Japan, Korea, Taiwan, 

China, Hong Kong, 

Malaysia, Singapore 

CT, Reach NHK, CTM, TM, 

Singtel, KT, NTT Com, KDDI, 

PLDT, CHTI 

SEA-ME-WE 3 

(South East Asia 

- Middle East - 

Western Europe 

3) 

39,000 km, 

960 Gbps 

1999 Batangas China, Brunei, 

Vietnam, Malaysia, 

Singapore, Hong 

Kong 

CT, Reach NHK, CTM, PLDT, 

JTB, MPTC, VNPT, TM, Singtel 

G-P (Guam-

Philippines) 

3,600 km, 

40 Gbps 

1999 Batangas Guam AT&T, PLDT 

APCN (Asia 

Pacific Cable 

Network) 

12,084 km, 

5 Gbps 

1997 Batangas Japan, Korea, Taiwan, 

Hong Kong, Malaysia, 

Singapore, Thailand, 

Indonesia, Australia 

KT, KDDI, Chunghwa Telecom 

International, PLDT, Reach 

NHK, TM, Singtel, CAT, 

Indosat 

 

Cable Landings in Development 

 

In 2009, Globe Telecom, invested in a new submarine fiber optic cable facility – the $400-million new 

Southeast Asia Japan Cable (SJC) System.  The SJC was intended to help increase the capacity and boost 

the resiliency of the Globe network. Total investment for the project was then estimated at $400 million 



 

with  Globe’s share being $60 million, including end-to-end facilities. The landing station is in Nasugbu, 

Batangas. It uses wavelength transmission technology with design capacity of 17 terabits per second 

(Tbps) that could be upgraded to 23 Tbps. About 1.2 Tbps to two Tbps will be going through the 

Philippine branch. Globe is the exclusive SJC landing party in the Philippines. 5The SJC will link Brunei, 

China Mainland, Hong Kong, Philippines, Japan, and Singapore, with options to extend to Indonesia and 

Thailand and is expected to be ready for service in the second half of 2013. The project will bring more 

available bandwidth to Asia to support future applications and next-generation technologies. The SJC’s 

length is 8,900 km which could extend up to 10,700 km.6 

 

More recent, the PLDT has sought permission from the National Telecommunications Commission (NTC) 

to build another cable landing facility in Daet, Camarines Norte, which is found in the country’s eastern 

coast. The facility forms part of the $304-million next-generation high-bandwidth optical fiber 

underwater cable system known as Asia Submarine-cable Express (ASE). The phone giant was chosen as 

the landing party for the ASE submarine cable system in the Philippines. PLDT’s committed investment is 

expected to reach $55 million, or the equivalent of 18-percent investment share which will be financed 

through internally generated funds, added the telecom giant.7 
 

The planned ASE system will link the country with Japan, Hong Kong, Malaysia, Singapore and mainland 

China as well as other Southeast Asian countries.  The 7,200-kilometer system is envisioned to provide 

seamless interconnection with other major cable systems connecting Europe, the Middle East, other 

parts of Asia, and the United States. It will carry commercial traffic beginning third quarter of 2012.ASE 

is designed to provide more than 15 terabits capacity of field proven 40 gigabits per second (Gbps) 

transmission technology and has the capability to incorporate 100Gbps optical technology in the future. 

 

Domestic Networks 

 

The Philippines connects to undersea cable end points (to the rest of the world) typically through two 

large domestic undersea cable systems that for a ring around the Philippines, landing at more than 20 

Philippine population centers, the National Digital Transmission Network (NDTN) managed by TelicPhil , 

and the  Domestic Fibre Optic Network( DFON), owned and operated by PLDT.8 

 

Alternative backbone networks were initiated in 1996 by existing telecommunications providers. A fiber 

optic backbone called the National Digital Transmission Network (NDTN), capable of transmitting about 

150,000 simultaneous calls runs from La Union in the north through Western Visayas to Davao City in 

the south. The NDTN was made possible by the Telecom Infrastructure of the Philippines (TelicPhil), a 

consortium of six LECs (Bayantel, PT &T, Digitel, SMART, Globe Telecom, Express Telecom and ETPI) who 

put up the network. Another backbone network which can route up to 3,780 simultaneous voice and 

data transmissions, applying Synchronous Digital Hierarchy (SDH), was also commissioned to link up 

Manila and Cebu.The Domestic Fiber Optic Network, on the other hand, uses a fiber optic cable network 

and operates at 2.5 gigabits per second, also applying SDH technology. This provides nationwide digital 
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6
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coverage. The government, also has a national backbone infrastructure because of its municipal 

telephone program which was implemented to establish public calling offices (PCOs) in municipalities 

across the country to provide local and long distance services nationwide. This was done with through 

the participation of both government and private institutions.9 

 

Also, satellite communications in the country has been developed in case of disasters or emergencies. 

Satellite technology now links Metro Manila government stations to all regions of the country. The 

Mabuhay Philippines Satellite Corporation launched the first Philippine satellite, the Agila II, in August 

1997.10 

Aside from this, the government also has the Philippine Research, Education and Government 

Information Network (PREGINET). It is the country’s only Research and Education Network (REN) that 

interconnects academic, research, and government institutions and has links to International Research 

and Education (R&E) networks such as the Asia-Pacific Advanced Network (APAN), the Asian Internet 

Interconnection Initiatives (AI3), and the Trans-Eurasia Information Network 3 (TEIN3). 

 

Internet Exchange 

 

The Philippine Internet Exchange (PhIX), formally launched on July 3, 1997, was the first interconnection 

or network access point established in the Philippines by the Philippine Long Distance Telephone 

Company (PLDT). PhIX allowed local Internet Service Providers, with a primary connection to the global 

Internet, to access and exchange local Internet transactions without accessing the Global Internet. 

 

By 2002, there were already three Internet Exchanges in operation, two of which were commercial and 

operated by telcos. After PhIX, the second telco-run exchange was the Manila Internet Exchange (MIX), 

which is operated by the Eastern Telecommunications Philippines (ETPI) (Paraz& Yu 2002).  Both 

exchanges offered network monitoring and security and were also peered together.  However, some 

local technology bloggers notedthen that “The link between MIX and PHIX (was) so congested that it 

(was) actually faster if the traffic passed International cable networks!” 11 

The third exchange was run as a non-profit, and called CORE (Common Routing Exchange) which 

was operated by the Philippine Internet Foundation (PHNet). It had a lower level of service, 

although it was completely free of charge.  It was also the very first Internet Service Provider 

(ISP) in the Philippines, having started in 1994 (Paraz& Yu 2002).   

 

In order to address the problem of network congestion, the Applied Science and Technology 

Institute (ASTI), the research and development arm of the Department of Science and 

Technology (DOST) initiated the Philippine Open Internet exchange (PHOPENIX) in 2007.  This 

                                                           
9
 http://www1.american.edu/carmel/bree/telecom.html 

10
 http://www1.american.edu/carmel/bree/telecom.html 

11
 See http://hip2b2.yutivo.org/2007/01/13/the-rebirth-of-philippine-internet-exchanges/ 



 

Internet exchange was meant to be operated as a neutral institution, as it is maintained by a 

consortium of commercial, non-government, academic and government institutions. The 

significance of the project is that Philippine-based Internet service providers will be able to 

route their traffic locally without depending on their telecommunications providers, especially 

during major disasters  which could damage undersea cables. Among the majorinternet 

providers, only PLDT  had not joined PHOPENIX12 (see Alampay TRE 2008).  

 

What are the main challenges to telecom infrastructure development (e.g., demographic pressure, 

disposable income, planning issues, lack of external financing for network expansion, 

maintenance/rehabilitation issues, geography/distance, regional integration, institutional distrust and 

inadequate regulatory frameworks)? 

 

Cellular networks 

The main cellular mobile providers in the country use GSM/GPRS networks. There are also other 

technologies now available in the market.  These include new 3G /4Gservices that can be used to access 

the internet in new cellular phones, the emergence of next generation networks, and other technologies 

for linking the last mile (i.e. ADSL, Wi-Fi, VSAT, WiMax, etc.) (Lallana and Soriano 2007). 

In 2010, for instance, Globe Telecom 47% growth in its WiMAX user base in the three months ending 30 

June 2010. It was able to reach 100, 000 subscribers by then. Its wireless broadband network, based on 

the 802.16e standard, is currently available in nearly 60 provinces across the country, covering 365 

cities, including Manila, Caloocan, Cainta, Antipolo, Taytay, Plaridel, Cabanatuan, Dasmarinas, Bacoor, 

Imus, Tanza, Calamba, Batangas City, Cebu City, Cagayan De Oro and Zamboanga. Prices for access start 

at PHP795 (USD16.50) per month. 

PLDT, on the other hand, is also exploring the commercial use of broadband over power lines (BPL), 

after having acquired MERALCO (an electric company). 

As far as coverage is concerned, both SMART and Globe have continued to expand the number of cell 

sites and base stations throughout the country, with both already claiming 99% coverage since 2007 

(see Table 3). 
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Table 3: Mobile Phone Coverage 

(Base Stations, Cell Sites and Coverage) 

  2005 2006 2007 2008 2009 2010 

Smart Base Stations 5982 6099 7825 8477 9727 10316 

Smart Cell Sites 4305 4377 5001 5284 5539 6037 

Coverage 82% 99% 99% 99% 99% 99% 

Globe Base Stations         10333 11660 

Globe Cell Sites 5159 5884 6217 6446 6226 6698 

Coverage 93% 96% 99% 99% 99% 99% 

(Source: Annual Reports of SMART and Globe) 

 

 

5. Applications andServices 
 

Applications and Services 

 

The Philippines has been at the forefront of many innovative mobile applications, especially in the area 

of SMS and m-commerce (Mendes, et.al 2007).  

Among the reasons for these are the following: Filipinos are highly literate, and short messaging system 

(SMS) use was a driver to the early growth of the mobile industry in the mid-1990s.  Eventually, SMS was 

embraced to the point that the Philippines was among the first countries to directly make use of it for 

services like complaints and feedback (see Lallana 2004, CSC 2003), and exchanging load credits for 

payment which would become a precursor to mobile money. Innovation is being driven by a large and 

well-educated pool of ICT software development specialists, with each major telecom company having 

their own dedicated units for developing new mobile applications (Intelecon 2010b).  However, 

innovative use for m-services is not purely commercially driven, as some innovation is also developed by 

the country’s extensive base of government agencies and non-governmental organizations. Examples of 

these include a Farmer’s texting service (Pascua et.al. 2010) a police reporting system (Alampay 2003) 

and complaints about government services (CSC 2003). 

The Philippine telecommunication operators were one of the first developers of mobile currencies, 

particularly with SMART-Money, and then later, G-Cash (Alampay&Bala 2010).  Currently a third offering 

has been introduced, Sun-Cash.  These different platforms, allow competition, even in the m-money 



 

field, that also allows for innovation in how they can be applied. Some of these innovations, especially in 

transactional use online, are driven by users themselves (Alampay 2008b). At present, the three 

different m-currencies are not directly interchangeable. 

 

One of the primary applications of mobile money in the Philippines is in the area of money-transfers and 

remittances. This is because the Philippines has a large internal and external migrant workforce. This has 

lead to the need for greater use of ICTs to communicate between families that have been separated, 

and the need to coordinate financial transactions. This, in turn, has helped not only in the innovation in 

the area of financial transfers using mobile phones, but also make it more feasible given the large 

numbers of transactions being made.  The need for this alternative is also coupled with the poor banking 

penetration in the countryside that is hampered by the archipelagic nature of the country having more 

than 7000 islands (Alampay&Bala 2010). 

 

The Philippine Central Bank has also been quick in recognizing the importance of e-money and have 

already made policy circulars that defines what e-money is, and have regulatory authority over e-money 

issuers, including those that provide m-money services (BSP 2009). Hence, this helps address some of 

the financial issues that telecommunication regulators do not normally address. 

 

 

Human Resources and Innovation 

 

The Philippines is one of the top off-shoring and outsourcing destinations with a 5% of the world’s 

outsourcing market at the end of 2006.  The BPO sector contributedto  roughly 2% of the country’s GDP.  

The country’s inherent advantage is its highly educated work-force, with a good command of the English 

Language, and low-cost base (BPAP 2007). In its 2010 roadmap, the country targeted to grow this 

market share to 10%. 

The thrust to develop this sector further is reflected in the sustained growth in number of jobs created 

since. Currently, employment in the ICT-sector is largely services-based. The government’s strategy is to 

expand investments,thereby creating jobs, to “New Wave Cities” or cities outside of Metro Manila.  This 

thrust has implications on getting better broadband services in other parts of the Philippines. 

Approximately 47,500 new jobs in the ICT-services sector have been created annually from 2006-2010.  

This represents 84% of all jobs created in the ICT sector for the period.By the end of 2010, the industry 

already employed 525,000 skilled workers and professionals (See Figure 9). 

 

  



 

Figure 9: Employment from ICT Investments, 2006

Source: National Statistical Coordination Board (NSCB)
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6. Institutions and the Policy & Regulatory Environment 
 

The main government players that were responsible for the Philippines’ telecommunications sector over 

most of the past few decades were Congress, the Department of Transportation and Communication 

(DOTC), and the National Telecommunications Commission. 

Congress’ role in the sector is mainly in the policy environment, and foremost because of market entry. 

In order to operate in the country,a telecommunication company must first secure a congressional 

franchise as provided for in the Constitution. This franchise must get the approval of both houses of 

Congress (Salazar 2007).  

On the otherhand, while the Philippine Congressalso develops broad legislation that can impact on 

telecommunication laws, the Department of Transportation and Communications (DOTC)is the 

Executive branch’s policy-making body for telecommunications.  The Administrative Code of the 

Philippines provides that DOTC’s mandate is to be “the primary policy, planning, programming, 

coordinating, implementing, regulating and administrative body of the Executive Branch… in the 

promotion, development, and regulation of dependable and coordinated networks of … communication 

systems as well as in the fast, safe, efficient and reliable… communication services”  (Sec. 2, Title XV). 

The DOTC also works with the National Economic Development Authority (NEDA) to set the country's 

telecommunication development goals and strategies. 

The industry’s regulator is the National Telecommunications Commission (NTC), created in July 1979 by 

Executive Order 546.  It was created as an attached agency of the DOTC with quasi-judicial powers, and 

responsibilities for developing tariff regulations, licensing conditions, technical regulation, competition 

and interconnection requirements, and similar regulatory measures.  The NTC’s commissioners are 

appointed by the President of the Philippines and it draws its funds from the general appropriations of 

the government.  As such, it is easily influenced by the incumbent administration, and Congress which 

deliberates on the budget.   

Aside from the national agencies, local government units (LGUs) have also been provided by theRepublic 

Act 7160, also known as the Local Government Code of 1992, to “exercise powers and discharge such 

other functions and responsibilities as are necessary, appropriate, or incidental to efficient and effective 

provision of the basic services and facilities enumerated herein… (which) include, but are not limited to, 

the following:… (3) For a Province: (XI) Inter-municipal telecommunications services, subject to national 

policy guidelines…. (4) For a City: adequate communication and transportation facilities.” (Philippine 

Congress 1992: Sec. 17). 

The consensus was that the government’s rolewas “1) to provide the correct policy environment to 

private investments in ICT development; and 2) to be a lead user of info-communications  services, and 

as such, to stimulate economic activities” (DOTC 2000b:9).  By becoming less of a provider, the 

government’s work now involves maintaining more inter-organizational relations to ensure the delivery 

of services by the private sector, and to create incentives for universal access without direct operational 

or funding involvement.  



 

The Telecommunications Office (TELOF)

telecommunications service provider. TELOF is responsible for providing

services in regions in the country that are unserved or underserved by commercial providers. 

these services have also been converted to provide Internet services.

In 2004, a reorganization of ICT related agencies took place with the creation of the Commission on 

Information and Communication technologies. 

 

Commission on Information and Communication Technology (CICT)
 

The Commission on ICT (CICT) was created under Executi

primary policy, planning, coordinating, implementing, regulating and administrative entity of the 

executive branch of the Government

telecommunications were effectively transferred to it. 

The CICT then was tasked to promote, develop, and regulate integrated and strategic ICT systems and 

reliable and cost-efficient communication facilities and services. The National Computer Center (NCC), 

Telecommunications Office (TELOF) and the Communications component of the Department of 

Transportation and Communications (DOTC) 

National Telecommunications (NTC) and the Philippine Postal Corporation (PPC) a

(see Figure 8)   

Figure 10
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services in regions in the country that are unserved or underserved by commercial providers. 
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Information and Communication technologies.  

Commission on Information and Communication Technology (CICT)

was created under Executive Order 269 in January 2004 to serve as the 

primary policy, planning, coordinating, implementing, regulating and administrative entity of the 

executive branch of the Government with respect to the ICT sector. With its creation, policies related to 

munications were effectively transferred to it.  

promote, develop, and regulate integrated and strategic ICT systems and 

efficient communication facilities and services. The National Computer Center (NCC), 

) and the Communications component of the Department of 

Transportation and Communications (DOTC) were integrated to form parts of the CICT,

National Telecommunications (NTC) and the Philippine Postal Corporation (PPC) as attached agencies
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Organization of the CICT  

The CICT was headed by a Cabinet-level ranking 
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10).  The Commissioners were incharge of four key pillars in

of the E-government development group, the Chief of the TELOF

Development Programs, one Commission
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also included the training institute of government employees or the National Computer Institute (NCI).

Furthermore, previously existing unit

Telecommunication Policy and Planning Office

Chairman. Under EO 269 the NTC receive

Commission shall not exercise any power which will tend to influence or effect a review or a notification 

of the NTC’s quasi judicial functions.” (EO 260, Sec. 5).

EO 269 also mentions the transitory nature of the CICT.  At present, there is a 

proposed in Congress for the creation of a Department of ICT (DICT). 

the Cyber Corridor Super region, the CICT has been directed to oversee all programs and projects related 

to activities being implemented in the Cor

competitiveness of the ICT industry, develop human capital, advocacy for universal access/service, and 

promote the use of ICT in government.

remains uncertain as newly elected President Aquino has expressed the belief that another department 

is unnecessary given the existing size of the bureaucracy.  This position was supported by more recent 

developments whereby the President 

DOST. 
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The Information and Communication Technology Office 

President Aquino issued Executive Order 47, on June 23, 2011, which effectively abolished the CICT and 

transferred it along with its attached agencies to the Department of Science and Technology (DOST)13. 

This developed caught many in the industry off-guard as it was issued just two days after naming Mr. 

Oliver Chato to his post as CICT Commissioner, and issued at the tail end of the ICT-month whereby the 

CICT also launched its newest roadmap14.  

EO 47 abolished the posts of the CICT chairman, and its commissioners, and transferring its functions to 

a new bureau under the DOST called the Information and Communication Technology Office (ICTO). The 

ICTO, in turn, was to be headed by an Executive Director with the rank of Undersecretary. 

With this reorganization, the NCC and TELOF were placed under the new ICTO, while the NTC and PPC 

were placed directly under the Office of the President. 

 

7. Effectiveness of the Telecom Policy and Regulatory environment 
 

The Telecom Regulatory and Policy Environment Survey (“TRE survey”, for short)  is a tool to measure 

and compare regulatory risk due to policy maker’s and regulator's actions or inactions. The 2011 survey 

was administered in the Philippines from February 1 to March 15, 2011.  

The survey was a part of a regional study (where TRE surveys were also conducted simultaneously in 

India, Pakistan, Sri Lanka, Bangladesh, Indonesia, and Thailand) in order to understand how key 

stakeholders in the sector viewed the regulatory and policy environment in the Philippines. 

The TRE Survey asked senior stakeholders to evaluate the effectiveness of the regulatory and policy 

environment in three telecom subsectors (fixed, mobile and broadband) along seven dimensions: 

market entry, access to scarce resources, interconnection, tariff regulation, anti-competitive practices, 

universal service obligation (USO), and quality of service (QoS) for the past year (January, 2010- January, 

2011).  Stakeholders evaluate each dimension in each sub-sector on a scale of 1 to 5: 1 being highly 

ineffective, 5 being highly effective and 3 being the mid-point for average performance.  

The survey respondents were grouped into three categories:  

Category 1: Stakeholders directly involved and can be affected by telecom sector regulation, such as 

operators, industry associations, equipment suppliers, etc.  
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 This reorganization occurred a few months after the TRE Survey was administered. 
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 Some local ICT organizations have already made a petition to repeal EO 47, and are considering creating a 

private-sector led version of the CICT (see http://newsbytes.ph/2011/07/06/indignant-ict-groups-eye-private-sector-

%E2%80%98cict%E2%80%99/ ). 



 

Category 2: Stakeholders who analy

consultants, equity research analysts, etc. 

Category 3: Stakeholders with an interest in improving the sector to help the public, such as people from 

academia, research organizations, jo

All in all, there were 59 respondents 

respondent category contribute the same amount (i.e. one

dimension, it is necessary to assign weight to under or over emphasize the score for categories. 

Table 

Category 

Category 1 

Category 2 

Category 3 

TOTAL 

 

The sampling frame from which the respondents who were invited to participated was also based on the 

initial list used in the 2008 TRE. Additional people were invited to participate and were added to the list, 

but only 59 people opted to participate. Among

telephone companies operating in rural areas. 

Only eleven (11) people answered the survey manually. 
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Stakeholders who analyse the sector with broader interest, such as lawyers, telecom sector 

consultants, equity research analysts, etc.  

Stakeholders with an interest in improving the sector to help the public, such as people from 

academia, research organizations, journalists, civil society organizations, etc.  

All in all, there were 59 respondents from the 3 categories as shown in Table 4.  In order to have each 

respondent category contribute the same amount (i.e. one-third) towards the final score of each 

it is necessary to assign weight to under or over emphasize the score for categories. 

Table 4: Respondent Breakdown 

No. of Respondents 

19 

11 

29 

59 

The sampling frame from which the respondents who were invited to participated was also based on the 

initial list used in the 2008 TRE. Additional people were invited to participate and were added to the list, 

but only 59 people opted to participate. Among the new survey participants were people from smaller 

telephone companies operating in rural areas. Most of the respondents for the survey answered online. 

Only eleven (11) people answered the survey manually.  

The evaluation was for the regulatory and policy environment in the previous year (1stFebruary 2010

).  As such, respondents were sent a list of significant regulatory/policy events that 

in the country during that period (see Annex 2).  But in the course of writing the 

an important policy issue came about pertaining to the acquisition by PLDT (the leading 

of Digitel-Sun (the third largest operator in the country)

comments by stakeholders in that forum is included in this analysis, even though the period in which the 

forum was held, was a couple of weeks after the actual survey. 

survey show that stakeholders perceive the TRE in the Philippines to 
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have declined in overall, as well as in every segment (Fixed, Mobile and Broadband)

time the survey was carried out (Fig

 

More specifically, only market entry and interconnection for Mobiles had a better score compared to 

the last survey conducted in 2008 (F

The segment with the biggest decline, and with the lowest overall score was in the broadband sector. 

This is indicative of the area where most of the telecommunication providers see as their primary 

growth area.  This is also the service that a growing segment of the market is increasingly becoming 

more concerned with, as reflected by the lowest marks for Broadban

Telecommunication companies recognize the need to invest in broadband 

competitive. 

Figure 13: Summary of 2011 TRE Scores for Fixed, Mobile and Broadband
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As an emerging area, broadband is also the area where policy needs to keep pace with many issues 

associated with the technology. Convergence, for one, means competition is no longer between fixed 

operators, or between mobile operators, as some stakeholders mention Skype as now being the largest 

carrier of international voice traffic. Emerging concerns include access to frequencies, establishing 

standards for service quality, and the perennial question of universal access. 

 

7.1  Market Entry 

 

Market entry into the telecommunications industry in the Philippines is heavily regulated and involves 

two important processes.  First, a company that wants to operate in the sector is required to secure a 

congressional franchise as provided for in the Constitution. This franchise must get the approval of both 

houses of Congress (Salazar 2007). The Constitution also limits foreign ownership of a 

telecommunication company to 40 percent with the life of a franchise not more than 50 years. This 

explains why all the major telephone companies are owned by commercially powerful and politically 

influential families, and have strong partnerships with overseas investors (e.g. NTT Docomo, Singapore 

Telecom, Deutsche Telecom) (Ure, 2004).As such, it is difficultand costly to enter the industry due to 

these barriers. 

After securing a franchise, a company also has to apply to the National Telecommunications Commission 

(NTC) for a Certificate of Public Convenience and Necessity (CPCN) for the type of service that it wants to 

offer.  Through the CPCN, the NTC assigns the area of operation, determines the allowable rate that 

could be charged for a service, and manages the allocation of radio spectrum or frequency. 

Moreover, access to radio spectrum is another constraint that new entrants have to consider, especially 

if this is concentrated in the hands of only one player. Until these entry barriers are addressed, 

competition will be limited and the industry would continue to reap oligopoly rents (Aldaba 2011b). 
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Figure 14 shows that the perceived regulatory environment for market entry for the fixed sector has 

continued its decline from 2006 and 2008

line market, as competition has mainly been on the mobile and broadband front.

Market entry in the mobile sector is perceived much better than the fixed line sector, and better than 

the broadband sector. Also, it is one of the few TRE scores that improved from 2008.  

because there have been a number of new players (e.g. Sun, Cure, San Miguel) who have entered the 

market since 2000.  However, it should also be noted that 

number of consolidations, over the same peri

2000 while Globe Telecom acquired Islacom. In 2003, Digitel formally launched its mobile service under 

the brand name, Sun Cellular. In 2008, SMART purchased CURE and subsequently launched another 

wireless brand, Red Mobile. During the same year

Telecom and bought interests in Liberty Telecom Holdings, Inc., and announced plans to enter the 

mobile and broadband businesses. In 2009, Schutzengel Telecom,

CMTS franchise. It filed an application with the NTC for a provisional authority (PA) to construct, install, 

operate and maintain a nationwide 3G mobile telecommunications system in February 2010

and Alampay 2011).  At present, the recent acquisition by PLDT of DIGITEL/Sun is being reviewed by the 

NTC. 

Stakeholders have also given a higher rating for the 

differences may also have to do with perceived market poten

relatively flat, in comparison to both mobile and broadband.  Also, providing 

which is classified as a value added service, is easier because it does not require a legislative franchis
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Figure 14: TRE Scores for Market Entry 

shows that the perceived regulatory environment for market entry for the fixed sector has 

continued its decline from 2006 and 2008, albeit only slightly.  No new players have entered the fixed 

as competition has mainly been on the mobile and broadband front. 

Market entry in the mobile sector is perceived much better than the fixed line sector, and better than 

, it is one of the few TRE scores that improved from 2008.  Perhaps this is 

because there have been a number of new players (e.g. Sun, Cure, San Miguel) who have entered the 

market since 2000.  However, it should also be noted that the mobile sectorhas also experienced a 

over the same period. PLDT acquired and consolidated SMART and Piltel in 

2000 while Globe Telecom acquired Islacom. In 2003, Digitel formally launched its mobile service under 

the brand name, Sun Cellular. In 2008, SMART purchased CURE and subsequently launched another 

less brand, Red Mobile. During the same year (2008), San Miguel Corporation partnered with Qatar 

Telecom and bought interests in Liberty Telecom Holdings, Inc., and announced plans to enter the 

mobile and broadband businesses. In 2009, Schutzengel Telecom, Inc. was granted a congressional 

CMTS franchise. It filed an application with the NTC for a provisional authority (PA) to construct, install, 

operate and maintain a nationwide 3G mobile telecommunications system in February 2010

At present, the recent acquisition by PLDT of DIGITEL/Sun is being reviewed by the 

Stakeholders have also given a higher rating for the broadband sector than the fixed line sector.  These 

differences may also have to do with perceived market potential, as growth in the fixed sector has been 

relatively flat, in comparison to both mobile and broadband.  Also, providing broadband 

which is classified as a value added service, is easier because it does not require a legislative franchis
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This however is different when considering mobile broadband, which is technically part of the franchise 

given to mobile companies.   

It should be noted, however, that under Philippine law telecommunication services are considered a 

public utility.  As such, its Constitution limits foreign ownership in telecommunication companies to 40 

percent. There are policy questions, however, on what this 40 per cent ownership means, whether it 

pertains to common share, or all outstanding capital stocks. In a recent ruling in June 2011, the Supreme 

Court said that Section 11, Article 12 of the Charter refers to common shares, which entitle a holder to 

participate in the voting for the firm's directors. The Supreme Court clarified that the term "capital" does 

not refer to the total outstanding capital stocks, which constitute common shares and non-voting 

shares. If this ruling holds, this has an impact on PLDT, since some estimate foreign ownership of PLDT 

to already be around 59%.15 

 

 

7.2 Access to Scarce Resources 

This section analyses stakeholder’s perceptions with respect to regulating access to scarce resources. 

Access to scarce resources is defined here as the timely, transparent and non-discriminatory access to 

spectrum allocation, numbering, rights of way, and tower location rights. 

Republic Act 7925 states that “radio frequency spectrum is a scarce public resource that shall be 

administered in the public interest and in accordance with international agreements and conventions to 

which the Philippines is a party and granted to the best qualified. The government shall allocate the 

spectrum to service providers who will use it efficiently and effectively to meet public demand for 

telecommunications service and may avail of new and cost effective technologies in the use of methods 

for its utilization.” Furthermore, the allocation of radio frequency spectrum allocation and assignment 

shall be subject to periodic review and its use is subject to reasonable spectrum user fees. Where 

demand for specific frequencies exceeds availability, the open tenders for the same and ensure wider 

access to this limited resource (Sec 15) (Salazar 2007). 
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Figure 15: TRE Score

 

For the 2010/11 TRE survey, access to frequencies

Notable is thatstakeholder perceptions with regard to 

has been trending downwards for the past 3 TRE surveys

dominant player remains PLDT/SMART. PLDT, now owning Smart, Talk 

pushes through by getting the NTC’s and Congress’s approval

larger portion of the wireless spectrum compared

In the mobile sector, the biggest concern is that PLDT/SMART has gained control over more frequencies 

than its primary competitors. A more recent development that occurred after the survey, was in fact 

PLDT gaining control over Digitel/Sun, which not only 

subscribers, but also more control over the national backbone, and frequencies.
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new telco players who may wish to ent

to expand relatively cheaply. 

 

Currently, the PLDT group controlsa disproportionately large chunk of the 
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: TRE Scores for Access to Scarce Resources 
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communications frequencies evenly amon

out that the ratio of the spectrum holdings of Globe and PLDT on the 3G 2100 

stands at 1:3.5 in favor of the latter given its acquisition of Digitel

more than thrice as many 3G frequencies than Globe 

services because of limited resources.

 

7.3 Interconnection 

 

This section looks at how interconnection issues are addressed by the regulator. Respondents were 

asked to rate whether interconnection with major operators 

feasible point in the network. They were asked to

interconnection, there is unbundling of interconnection, and if these are offered without delay.  Other 

interconnection issues that they were asked to consider include the sharing of incoming and outgoing 

IDD revenue, the payment for cost of interconnection links and switch interface and penalties for cost of 

technical disruption of interconnection.

 

Figure 

In practice, interconnection rates are mutually negotiated betwee

Although the government can impose ra
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communications frequencies evenly among competing telecommunications companies

out that the ratio of the spectrum holdings of Globe and PLDT on the 3G 2100 MHz spectrum now 

stands at 1:3.5 in favor of the latter given its acquisition of Digitel-Sun. Further, with PLDT controllin

more than thrice as many 3G frequencies than Globe — it would be difficult for the latter to improve its 

services because of limited resources. 

This section looks at how interconnection issues are addressed by the regulator. Respondents were 

asked to rate whether interconnection with major operators is adequately ensured at any technically 

They were asked to consider whether there are reasonable rates for 

interconnection, there is unbundling of interconnection, and if these are offered without delay.  Other 

interconnection issues that they were asked to consider include the sharing of incoming and outgoing 

D revenue, the payment for cost of interconnection links and switch interface and penalties for cost of 

technical disruption of interconnection. 

Figure 16: TRE Scores for Interconnection 

 

 

In practice, interconnection rates are mutually negotiated between telecommunication operators.

impose rate ceilings, as in the case of SMS between operators, it cannot 
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intervene extensively because of the provisions of RA 7925 also known as the Public 

Telecommunications Act. Hence, interconnection rates are more or less set because of the non-

discrimination clause in RA 7925 (Alampay 2008). Also, under Executive Order 59, pre-negotiation rules 

govern the agreement between parties, as mentioned in Section 6: 

“Interconnection shall be negotiated and effected through bilateral negotiations 

between the parties involved subject to certain technical/operational and traffic 

settlement rules to be promulgated by the NTC…” 

In connection to this, the NTC, in 2007, issued a Memorandum Circular (MC 10-07-2007) on new rules 

mandating Reference Access Offers (RAO).  RAOs would refer to a default offer or agreement containing 

the terms and conditions, including prices, on which a public telecommunication entity is prepared to 

provide access and related services to any access seeker. With this, it also required public 

telecommunication companies to develop and publish their RAOs for specific services. This was done 

with the intent of facilitating fair and expeditious interconnection among telecommunication networks. 

In turn, it can also foster easier entry by small players into the market and lead to more competition.  

This may be the reason why one of the few areas where perception has trended upwards in the past 

three TREs has been in Mobile Interconnection (Figure 14).  In 2006, when the major concern was 

interconnection issues with the then new and upcoming third player, Sun Cellular. With better TRE 

scores this is reflective of how Interconnection issues among them has been resolved. 

Perception with landline interconnection has declined slightly in the fixed line business. 

A larger decline, however, was seen in the broadband business. In the Philippines, there are a number of 

Internet Exchanges in operation (see Part 4: Section on Internet Exchanges). Given that there are a 

number of exchanges, problems of interconnection among them is still apparent. According to NTC 

Director Edgardo Cabarios only 3 percent of the Internet traffic is directly transmitted within the country 

while 97 percent is rerouted outside the Philippines. 17 

 

A stakeholder illustrated the problem it creates with respect tothe gaming industry in Internet cafes.  He 

said: Bayantel is losing customers to PLDT because most of the players are on PLDT and because there is 

a lack of local data exchange PLDT &Bayantel  (meaning they don't talk to each other straight - data from 

Bayantel  must first leave the country and pass through international servers and  before they can look 

back to the Philippines and talk to PLDT's  servers). Effect: when you're on Bayantel, you can barely play 

with someone who's on PLDT because of the high lag/latency.18 

More recent developments has seen the NTC release draft guidelines for domestic Internet Protocol 

peering after the urging of Globe Telecom. Globe said IP peering is similar to interconnection among 

local telecommunication companies for calls and text messages, as it involves connecting subscribers 

and applications of one ISP to another. Globe said domestic IP peering can be free-of-charge as data 
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taken from e-group exchanges. 



 

need not be pushed out of country. To date, Globe has been able to establish IP peering with other 

telcos and ISPs with sufficient bandwidth, except for PLDT which has refused to allow connection 

upgrades.19 

The draft memorandum orders all internet service providers in the country with direct connections to 

foreign ISPs to the IP exchange of the Applied Science and Technology Institute (ASTI), an attached 

agency of the government’s DOST, without passing t

directs the operation and maintenance of the ISPs’ links to ASTI will be left in the ISPs hands. With IP 

peering, it expects to reduce internet access costs, while also enhancing the quality of interne

connection. While it is the objective of the NTC to 

PLDT’s opposition to the move is based on the argument that “Compelling Internet service providers to 

connect via a single Internet exchange as proposed 

Commission) order may create a bottleneck that could hamper rather than raise the service quality of 

Internet service providers. ”  

The interconnection problem in broadband is thus a present problem. The NTC is

conducting public hearings on this, and the impact of this initiative should be evident in the next TRE. 

7.4 Tariff Regulation 

Figure 
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connecting subscribers and applications of one ISP to another. Globe said domestic IP peering can be free

as data need not be pushed out of country. To date, Globe has been able to establish IP peering with other telcos and 

ISPs with sufficient bandwidth, but PLDT has refused to allow connection upgrades.
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need not be pushed out of country. To date, Globe has been able to establish IP peering with other 

telcos and ISPs with sufficient bandwidth, except for PLDT which has refused to allow connection 

The draft memorandum orders all internet service providers in the country with direct connections to 

foreign ISPs to the IP exchange of the Applied Science and Technology Institute (ASTI), an attached 

agency of the government’s DOST, without passing the traffic across the nation’s border. It also further 

directs the operation and maintenance of the ISPs’ links to ASTI will be left in the ISPs hands. With IP 

peering, it expects to reduce internet access costs, while also enhancing the quality of interne

While it is the objective of the NTC to lower domestic internet rates for consumers, the 

PLDT’s opposition to the move is based on the argument that “Compelling Internet service providers to 

connect via a single Internet exchange as proposed in the draft NTC (National Telecommunications 

Commission) order may create a bottleneck that could hamper rather than raise the service quality of 

The interconnection problem in broadband is thus a present problem. The NTC is still currently 

conducting public hearings on this, and the impact of this initiative should be evident in the next TRE. 

 
Figure 17: TRE Scores for Tariff Regulation  
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Overall, competition in cellular mobile service intensified with the entry of Sun Cellular. But, as mobile 

services become a mature market— with 90 percent SIM card penetration by the end of 2010, almost all 

of the marketing from existing providers targets customers of their competitors.  Customers threatening 

to switch, force providers to offer steeply discounted retention deals that are often infinitely 

renewable.20The telecommunications companies (telcos) have continued to fight for market share, 

particularly in the mobile sector largely focused on unlimited plans and aggressive bucket offers21.  

While traditional revenue sources like international and national long distance (IDD and NDD) are 

already on a decline, demand has been strong for new revenue sources, broadband Internet services 

whose prices have also been declining due to unlimited plans and bucket offerings (Aldaba, 2011). For 

P50 a day, a Globe subscriber is given unlimited access to the Internet using a Globe Tattoo Broadband 

USB or mobile phone for one day. Smart also offers unlimited mobile surfing for P50 per day while Smart 

Broadband has its unlimited Internet access promo at P200 for five days. Sun Broadband prepaid has a 

similar offering (one day unlimited for P50) (Aldaba, 2011). 

Nonetheless, interconnection charges in the Philippines is considered among the highest in the region, 

averaging $0.10, compared to its neighbors whose rates range from $0.03-0.05.22  Only after the TRE 

survey were there initiatives by the regulator to address this through a draft memorandum circular that 

proposed to reduce interconnection charges for voice calls and text messages. The NTC’s proposed 

recommendation was to reduce voice interconnection charges between networks to Php1/min from the 

current Php4/min within the next three years, and SMS interconnection charges be reduced from 

Php0.35 to Php0.15 per text over the same period. 23 The basis of the NTC for this rates was by 

benchmarking against neighboring countries in the Southeast Asian region, where charges for 
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Ex.: Globe’s Super All Txt 20 which, for P20 a day allows a subscriber to send 200 text messages to any network 

(P0.10/SMS). Globe’s Unli Txt All Day allows one to send unlimited text messages to Globe/TM subscribers for one 

day. Smart Buddy’s AllTxt Combo Plus at P25 gives a subscriber 100 text messages to another Smart subscriber, 10 

texts to other networks, plus five minutes of calling. Sun Cellular’s P25 Superloaded Call and Text Unlimited has 

free 30 minutes of mobile Internet on top of unlimited Sun-to-Sun calls and 10 texts to other networks. Sun’s 

TextALL at P15 a day enables a subscriber to send 150 text messages to any network. 
22

http://mb.com.ph/node/326560/local-telecom-interconnection-rate 
23

At present, the access charge for SMS is at P0.35 per and P4 per minute on voice calls between cellular 

networks.   

Based on current SMS rate, which is pegged as low as P0.15 per SMS within the respective networks of cellular 

firms and P1 for interconnecting carriers, the NTC is proposing that access charge should not be higher than P0.25 

per SMS on the first year of the implementation;a maximum of P0.20 on the second year; and not higher than 

P0.15 on the third year and onwards. If implemented, a text message would cost only P0.50 each on the first year; 

P0.40 on the second year; and P0.30 on the third year of implementation. For cellular voice calls, the 

interconnection charge between two separate networks shall not be higher P2 per minute during the first year; not 

more than P1.50 on the second year; and a maximum of P1 on year 3 onwards. 

 



 

calls only cost around P1.24 to P1.30 per minute in Malaysia and Thailand (see Table 5). In fact, mobile 

phone interconnection charge rates in the Philippines were last adjusted in 2003.24 

Table 5: Interconnection Rates in Asia 

Country Access Charge 

Indonesia Php 1.70 

South Korea Php 1.46 

Malaysia Php 1.14 

Hongkong Php 1.09 

Thailand Php 0.96 

Pakistan Php 0.87 

China Php 0.35 

India Php 0.30 

Philippines Php 4.00 

Ovum Interconnection Market Research, 2008 as cited in Veloso 2011: 66 

Among the major players, Globe concurs with the proposal, but requested a delay of 6 months in its 

implementation.  PLDT and Digitel, on the other hand initially questioned whether the NTC had the 

authority to do this arguing that there is no legal basis for doing so since rates, as provided by law, are 

negotiated bilaterally between networks.25Digitel also called for lowering of access charges for 

international calls.26 

While all three sectors registered lower TRE scores compared to 2008, it was in broadband where there 

was the largest decline. This is ironic, since the major players have also started to offer bucket prices, 

and prices in internet cafes have also dropped, but perhaps perception of tariffs is also connected to 

perceptions of value (e.g. price vis-à-vis the quality and speed of connections). 

7.5 Regulation of Anti-competitive practices 

 

Anti-trust laws and regulations are not new in the Philippines and were introduced through old anti-

trust provisions of U.S. laws that found their way into the Constitution, the Revised Penal Code and Civil 

Code. Anti-trust enforcement is also implicitly vested in various regulatory agencies and bodies, 

including the National Telecommunications Commission. Under the Constitution, for instance, the State 

is mandated to regulate or prohibit monopolies, combinations in restraint of trade and other unfair 

competition practices, for the sake of public interest. They are not illegal in themselves, as opposed to 

combinations in restraint of trade and other unfair competition practices. The latter are to be prohibited 

without exception (Abad 2005:3). 
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However, the Philippine government, also realizes the deficiencies of the existing legal and regulatory 

systems for enforcing competition. In fact, it has been attempting to pass new anti-trust or competition 

legislation since the early 1980s. A number of bills have been drafted based on various existing anti-trust 

and competition laws around the world. But, a lack of appreciation and political will have kept these 

proposed laws out of the government's priority list (Abad 2005:12).Given the continued absence of such 

legislation, in President Aquino’s first State of the Nation Address to Congress, this was one of the 

policies he said he wanted Congress to prioritize. 

As far as competition policies in the telecommunications industry is concerned, Executive Order 109 and 

subsequently Republic Act 7925 demonopolized the telecommunications industry such that there are 

now at least two operators allowed to compete in all geographic areas in the country. Even so, however, 

many areas of the country are dominated by a single carrier. In fact, thirty-seven of the 85 provinces in 

the Philippines are dominated by companies with market shares exceeding 75% of the fixed line market 

(Alampay, JG 2007a:25).Given this, the National Telecommunications Commission (NTC) between May 

2005 to April 2006, at the request of its then Commissioner Ronald Solis, asked the USAID for help in 

formulating a competition policy/framework for the telecommunications sector. Its intentions was to 

develop a framework that can provide guidelines for the implementation of the provisions of the Public 

Telecommunications Policy Act that call for a competitive telecommunications market (Alampay J. 

2007a). The technical assistance extended to the NTC resulted in the development of a Consultative 

Document on Competition Policy for theTelecommunications Sector which identified four key policy 

steps thatthe NTC should be considering, namely: 1) Imposition of Significant Market Power (SMP) 

Obligations onDominant Carriers, 2) Local Loop Unbundling, 3) Resale of Services; and 4) Ex-Post 

Regulation. It also included a draft consultative document focused on the issue of SMP (Alampay, J. 

2007b). However, after a change in leadership in the Commission shortly thereafter, nothing has 

happened of these proposed competition policy for the sector. 

 

As such, perceptions regarding Anti-competitive practices continue to be low in all three areas, Fixed, 

Mobile and Broadband. Moreover, there was also a significant drop in both Fixed and Broadband from 

2008 scores, while in the Mobile segment it retained the same low overall mark of 2.5 (see Figure 16). 

 

  



 

Figure 18: TRE Score

 

 

 

The large decline in the Fixed segment may 

methodology, in this round of the TRE, there were some representatives from smaller telephone 

operators who were based in rural municipalities. As such, they may have been more critical of the way 

the dominant operators behaved.  As for the large decline i

pertained to Internet peering policies. Local providers complain that 

traffic internationally even when linking with another local network. This problem, which the NTC has 

recently tried to address, is also a factor that impacts on interconnection issues and tariffs for the 

broadband segment. 

At present, the key institution involved in resolving disputes 

Commission.  However, given the growing trend of m

stakeholder, given that it is Congress that grants franchises

franchise Congress gives to one company cannot be simply transferred through acquisition.

currently proposing to investigate PLDT’s purchase of Digitel

underscored the danger of reduced competition and possible price manipulation should the buyout be 

finalized. Some Senators also were of the opinion that the NTC or S

Congressional approval.28 In the end, however, it has been resolved that the NTC shall decide on this 

issue. 

7.6 Universal Service Obligations
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: TRE Scores for Anti-Competitive Practices 

The large decline in the Fixed segment may also have to do with sampling differences. As noted in the 

methodology, in this round of the TRE, there were some representatives from smaller telephone 

operators who were based in rural municipalities. As such, they may have been more critical of the way 

the dominant operators behaved.  As for the large decline in broadband, one issue that was raised 

nternet peering policies. Local providers complain that they often have to route their 

traffic internationally even when linking with another local network. This problem, which the NTC has 

to address, is also a factor that impacts on interconnection issues and tariffs for the 

At present, the key institution involved in resolving disputes is the National Telecommunications 

Commission.  However, given the growing trend of mergers and acquisitions, Congress is also a key 

, given that it is Congress that grants franchises, and some lawmakers contend

one company cannot be simply transferred through acquisition.

y proposing to investigate PLDT’s purchase of Digitel.27Congressman Teddy Casino, for one, 

underscored the danger of reduced competition and possible price manipulation should the buyout be 

finalized. Some Senators also were of the opinion that the NTC or SEC can not act on the deal without 

In the end, however, it has been resolved that the NTC shall decide on this 

Service Obligations 
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This section evaluates whether the administration of the universal service program is transparent, non-

discriminatory and competitively neutral and is not more burdensome than necessary for the kind of 

universal service defined by the policymakers.  

 

In the Philippines, the policy is not that of universal service, but that of universal access.The Philippine 

government defines universal access as the availability of a minimum set of reliable and affordable 

telecommunications services in all urban and rural areas (DOTC 2000). This definition seems to have 

been left intentionally broad/vague to allow for targets to be adjusted with technological and national 

developments.  It is based on nationally set indicators (MTPDP, ICT Strategic Roadmap of CICT), with a 

wide set of access types and services. Further, the purpose for access is defined as access to “basic 

government services”, information, and quality education through ICTs”. However, it is not very clear 

what constitutes the basic services and information that the government aims to provide (Lallana and 

Soriano 2007). 

 

  



 

 

Figure 19: TRE Score

 

The TRE scores for universal access all declined for the three sectors. The score for Fixed services has 

significantly declined. This could be because since the SAS, in 1993, there has really bee

for universal access to the fixed phones, and this issue has already been superseded by the dramatic 

increase in access to mobile phones. 

The score for Mobiles is the highest among the three, and also 

In fact, for the past three TREs, the score for mobiles has remained practically the same

because there are no policies that call for universal access to mobiles, 

such a policy, there has been a high penet

continues to rise (see Figures 3 and 6

It is universal access to broadband services that had the lowest score.  This is indicative of the challenges 

and real state of broadband in the country toda

fiber infrastructure and mobile broadband services in the 

infrastructure of these networks is crucial for conne

availability of broadband infrastructure in Philippine provinces. It shows that more than a fifth of 

provinces in the country do not have a fiber infrastructure for Broadband services, and a third (33%) do 

not have access to 3G/HSPA Mobile 
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The TRE scores for universal access all declined for the three sectors. The score for Fixed services has 

significantly declined. This could be because since the SAS, in 1993, there has really bee

for universal access to the fixed phones, and this issue has already been superseded by the dramatic 

increase in access to mobile phones.  

is the highest among the three, and also showed the slightest decline

In fact, for the past three TREs, the score for mobiles has remained practically the same

there are no policies that call for universal access to mobiles, given that even in the absence of 

such a policy, there has been a high penetration rate with respect to access to mobiles 

and 6).  

It is universal access to broadband services that had the lowest score.  This is indicative of the challenges 

broadband in the country today.  Access to broadband services is dependent on the 

obile broadband services in the country.  Access to the backbone 

infrastructure of these networks is crucial for connecting to the last mile. Table 6 summarizes the 

availability of broadband infrastructure in Philippine provinces. It shows that more than a fifth of 

provinces in the country do not have a fiber infrastructure for Broadband services, and a third (33%) do 

not have access to 3G/HSPA Mobile services. 

FiberInfrastructure and Mobile Broadband services
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The TRE scores for universal access all declined for the three sectors. The score for Fixed services has 

significantly declined. This could be because since the SAS, in 1993, there has really been no new policy 

for universal access to the fixed phones, and this issue has already been superseded by the dramatic 

showed the slightest decline from 2008. 

In fact, for the past three TREs, the score for mobiles has remained practically the same. This could be 

in the absence of 

 and access 

It is universal access to broadband services that had the lowest score.  This is indicative of the challenges 

dependent on the 

Access to the backbone 

summarizes the 

availability of broadband infrastructure in Philippine provinces. It shows that more than a fifth of 

provinces in the country do not have a fiber infrastructure for Broadband services, and a third (33%) do 

and Mobile Broadband services 
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2008

2011



 

Provinces w/ Fiber Infrastructure Provinces w/ 3G/HSPA Mobile Services 

At least one 

operator 

None 2 or more 

operators 

At least one 

operator 

None 2 or more 

operators 

63 17 38 54 26 18 

79% 21% 48% 68% 33% 23% 

 Source: Intelecon 2010 

 

Highlighted in the next table (Table 7) are the demographic conditions of those provinces that still do 

not yet have fiber connectivity.   As would be expected, these tend to be among the lowest income and 

lowest population density locations in the country.  The absence of connectivity in these Regions are 

reflected in the problems faced by some projects and programs, such as connecting schools and in the 

government’s Community e-Center (CEC) program (Townsend and Alampay 2011). 

According to CICT Commissioner Frank Perez the government is currently in the process of drawing up a 

telecoms/broadband roadmap. He says that this process will be more transparent and will be done with 

the open consultations with the public.29 
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Table 7:  Provinces without Fiber connectivity 

 

Region Provinces Per cap income 

(Php)(National average:  

Php 27,442) 

Population 

II Cagayan Valley Batanes, 

Quirino 

29000-33000 180,000 

III Central Luzon Bataan  31000 662,000 

IV-B MIMAROPA Palawan, 

Marinduque, 

Oriental 

Mindoro 

17000-20000 1,858,000 

V Bicol Catanduanes 18000 233,000 

VII Central Visayas Siquijor 24000 88,000 

VIII Eastern Visayas Eastern Samar 16000 405,000 

XI Davao Davao Oriental 18000 405,000 

XII SOCSARGEN Sarangani 16000 475,000 

 CARAGA Surigao del 

Norte, Surigao 

del Sur, 

DInagat Islands 

18000-19000 1,072,000 

 ARMM Basilan, Tawi-

tawi, Sulu 

6000-12000 1,708,000 

 Source: Intelecon 2010 

 

7.7 Quality of Service 

 

Quality of Service was a recent metric that was added to the TRE survey in 2008. Hence, this is only the 

second time the metric has been asked.  In all three categories, perceptions regarding quality of service 

has declined, with very large drops in the scores for mobile and broadband service quality. 



 

One problem with Mobile and Broadband sector is that clear standards for measuring their quality has 

either not been set, or has not been measured or 

between the two are also blurring as mobile broadband becomes more and more popular.  In the recent 

national elections, for instance, where access to mobile services was crucial in the transmission of 

electoral results, the Commission on Elections (

any reliable cellular signal that was needed for the transmission of results.

Figure 20

 

respect to mobiles, the current CICT Chairman, Atty. Ivan Uy has been quoted as saying that there is a 

need to look into: “the deteriorating service availability or accessibility due to network congestion 

brought about by the unlimited plans. Customer

frequency of dropped calls, delayed SMS, and line unavailability.”

improved significantly, network congestion and bucket offerings

of services. 

For broadband, recent tests on the quality of broadband access in the Philippines are also indicative of 

poor quality of services.  LIRNEasia, in its latest Quality of Service Experience (QoSE) report), compared 

download speeds, Round Trip Time (RTT, or the time delays in data transfer), Jitter (the variation in time 

between the arrival of data packets) and Packet Loss (the percentage of data packets that did not reach 

its destination) of broadband packages in 11 cities across 7 countries i

test, Smart’s 2 Mbps package in Manila failed to deliver the do

regional perspective, the BayanDSL package failed to impress with a maximum of just 35 Kbps per US$. 

This is consistent with Internet world statistics 
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One problem with Mobile and Broadband sector is that clear standards for measuring their quality has 

n set, or has not been measured or reported with regularity. Likewise, the distinctions 

as mobile broadband becomes more and more popular.  In the recent 

national elections, for instance, where access to mobile services was crucial in the transmission of 

Commission on Elections (COMELEC )noted that 30% of the count

any reliable cellular signal that was needed for the transmission of results. 

20: TRE Scores for Quality of Service 

respect to mobiles, the current CICT Chairman, Atty. Ivan Uy has been quoted as saying that there is a 

“the deteriorating service availability or accessibility due to network congestion 

brought about by the unlimited plans. Customer dissatisfaction has been rising because of higher 

frequency of dropped calls, delayed SMS, and line unavailability.”30  As such, while access to mobiles has 

improved significantly, network congestion and bucket offerings may have started to affect the qual

on the quality of broadband access in the Philippines are also indicative of 

sia, in its latest Quality of Service Experience (QoSE) report), compared 

Time (RTT, or the time delays in data transfer), Jitter (the variation in time 

between the arrival of data packets) and Packet Loss (the percentage of data packets that did not reach 

its destination) of broadband packages in 11 cities across 7 countries in South and Southeast Asia. In this 

test, Smart’s 2 Mbps package in Manila failed to deliver the download speed advertised. Also, f

regional perspective, the BayanDSL package failed to impress with a maximum of just 35 Kbps per US$. 

world statistics that find that in terms of average Internet

-real-reasons-for-the-philippines-Internet-overcharging-2010

3.2

2.72.7

2.3

M7 - MOBILE B7 - BROADBAND 

2008

2011

One problem with Mobile and Broadband sector is that clear standards for measuring their quality has 
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as mobile broadband becomes more and more popular.  In the recent 

national elections, for instance, where access to mobile services was crucial in the transmission of 

noted that 30% of the country did not have 

With 

respect to mobiles, the current CICT Chairman, Atty. Ivan Uy has been quoted as saying that there is a 

“the deteriorating service availability or accessibility due to network congestion 

dissatisfaction has been rising because of higher 

As such, while access to mobiles has 
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Internet broadband 
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download speed alone, the Philippines lags behind roughly two-thirds of the world. The country is 

bested not just by world superpowers such as China and the U.S., it is also surpassed by small countries 

such as Lithuania and Kenya, and ranks 139 out of 185 countries.31With the proposed domestic IP 

peering policy, which was issued several months after the survey, the sluggish and unreliable quality of 

internet connection in the country is expected to somehow improve. However, discussions between the 

regulator and industry stakeholders on this matter are still ongoing. 

Further, with respect to broadband, there have been a series of consultations from late 2010 to early 

2011 about service standards (See Annex on Key regulatory events). In December 2010, the NTC drafted 

a Memorandum Order on the Minimum Speed of Broadband Connections. In this draft order, it was 

proposed that broadband service providers shall specify the minimum broadband/Internet connection 

speed and service reliability and the service rates in their offers to consumers/subscribers/users in their 

advertisements, flyers, brochures and service agreements and service level agreements. The minimum 

service reliability shall be 80%. It also said that service providers may offer broadband/Internet 

connection on a “best efforts” basis.  What became controversial, was the provision that said service 

providers “may set the maximum volume of data allowed per subscriber/user per day.” However, on 

January 12, 2011, with mounting public pressure, the NTC removed the Internet Data Cap provision 

from the proposed memorandum circular on minimum speed of broadband connections saying it is 

counter-productive to increasing the Internet usage in the country. 

Given that these issues were being discussed only a few weeks before the TRE, respondents mayhave 

retained stronger sentiments about it. As such, this explains the very large drops in perception for both 

mobile and broadband Quality of Service.  A few months after the TRE, given the absence of a law that 

actually prohibited them from doing so, Ayala-led Globe Telecoms still pushed ahead with data capping 

by invoking a “fair use" doctrine in imposing a data limit on the Internet subscription of its customers as 

a supposed way to curb unrestrained use of just a few broadband users.32 

That said, it is interesting that not only does the Philippines lag behind most countries in terms of 

Internet speed but now some telecom companies are limiting downloads. Some stakeholders view these 

daily download caps to be due to deficient infrastructure or over-subscription. This kind of strategy is a 

stop-gap that does not cost the telcoswhile temporarily improvingQuality of Service for subscribers. 

Some see it as another mechanism to protect companies from investing in costly upgrades in its 

infrastructure.33 

Summary and Recommendations 
 

                                                           
31 http://www.gmanews.tv/story/210108/infographic-the-state-of-broadband-Internet-in-the-philippines-and-the-

world 
32

http://www.gmanews.tv/story/216965/technology/globe-moves-to-cap-Internet-data-volume 

 
33

http://stopthecap.com/2011/01/10/the-real-reasons-for-the-philippines-Internet-overcharging-2010-was-a-rough-

year-for-profits/ 

 



 

Stakeholders in 2011 TRE are most concerned about b

average it received. Business sees this as the next growth area, 

becoming more demanding of access, and 
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Figure 21: Summary of 2011 TRE Scores for Fixed, Mobile and Broadband

 

 

 

 

As such, competition with respect to broadband, has been fierce. The 

technologies, as various means of delivering internet services abound. New players are entering the 3G 
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investing in the infrastructure that is needed to connect to other networks around the world, with the 

intention of providing better broadband services. All these make for an interesting and complicated 

competitive market.  Together with a fast changing technological landscape, this would raise new policy 

questions that require a strong and capable regulator. 

Evidence of these challenges were recent developments, particularly the acquisition of PLDT/SMART of 

Digitel, a few weeks after the TREsurvey was completed. The acquisition raisedimportant concerns 

about the telecommunications regulatory environment, because it brings about the creation of a 

duopoly and brings to the forefront issues about access to scarce resources, particularly control over 3G 

frequencies.   This development also impactson other TRE dimensions such as competition, whether it 

would actually improve the quality of services, whether it leads to lower costs, and in the long run, 

whether it leads to the country getting universal access to broadband in a faster and more efficient 

manner. 

Given the trend towards more mergers and acquisition in the telecommunications industry, in the 

Philippines and elsewherehow NTC, and to some extent Congress, handles these developments is worth 

watching.Will it make the market less competitive? What will its impact be on quality, cost and universal 

service? 

There is pressure from the leadingtelecommunications provider for the NTC to resolve the issue quickly.  

Would the NTC now be more insulated from political pressure and influence after being transferred 

directly under the Office of the President? In the few months of the new administration, there have 

been some successes for consumers (e.g. reduction in texting fees, pull-back of data capping, policy in IP 

Peering). But, in the long run, revisiting past efforts to introduce a competition policy framework in the 

telcommunications industry (Alampay 2007a, 2007b) and the President’s resolve to prioritize anti-trust 

legislation would be crucial in creating a stabilizing confidence in how these issues are resolved. 

With many alternative technologies for delivering telecommunication services, one would think that this 

would translate to a competitive market that delivers good quality services, better value and greater 

access. The fact that quality, tariffs and universal access remain among the lowest rated (along with 

anti-competitive practices)suggests that the market is far from working as it should. This suggests the 

need to further strengthen the NTC and provide it with better regulatory instruments (e.g. 

benchmarking against other countries) to make sure a really competitive market environment is 

developed.   



 

Annex 1: TRE Survey Methodology 
The TRE asks senior level stakeholders to assess the Telecom Regulatory Environment in a 

country across a number of dimensions (listed below).  

It makes considerable effort to keep to a small number of questions because the ideal 

respondents are senior managers, including CEOs of operators. A lengthy questionnaire runs 

the risk of being ignored or passed to more junior staff to complete.  

The respondents are asked to rate the quality of the regulatory environment for each dimension 

on a scale ranging from 1 (highly ineffective) to 5 (highly effective). So the respondent has to 

select a score (1, 2, 3, 4 or 5) and simply circle it (or click, in the case of a web-based survey). 

Posing questions in this format ensures that responses can be easily analysed without losing 

any qualitative information as often occurs when using open-ended questions.  

The TRE survey is administered at the same time in multiple countries (nine in the 2008 survey, 

six in the 2006 cycle) by a team of researchers. The survey questionnaire is sent out with a 

cover letter stating that participation is voluntary and that respondent’s confidentiality is 

guaranteed.  

Each survey questionnaire is accompanied by a short narrative statement describing each of 

the dimensions, using language from the accompanying Reference Paper as much as possible. 

A brief summary of significant telecom policy and regulatory actions that were taken within the 

previous 12 months is also included.  

Questionnaires are sent to large number respondents representing agreed-upon sector 

categories. Follow-up emails and phone calls are made to ensure a high response rate.  

While the TRE Scores are the most direct output of a TRE study, more meaningful analysis is 

done by analysing the TRE scores in light of actual sector performance indicators for a 

particular country.  

The three sectors 
From 2008 onwards, TRE surveys are designed to address three sectors – fixed, mobile and 

broadband (prior to 2008, only the mobile and fixed sectors were surveyed). 

It has been argued that with increased fixed-mobile convergence, the separation between the 

fixed and mobile sectors is irrelevant. While this was apparent in the 2008 survey findings, 

regulation of fixed sectors still remains different to the regulation of the mobile sector in several 

countries. Therefore analyzing them separately may be quite important. Indeed, the 

convergence of fixed and mobile TRE scores will be one of the best pieces of evidence on 

actual (as opposed to wishful) fixed-mobile convergence. On the other hand, India has now 

converged regulation of the two sectors; so, for this country, the two sectors are treated as one 

and it may be appropriate to send out a joint “fixed + mobile” questionnaire instead of two 

separate questionnaires.  

As previously mentioned, in addition to the fixed and mobile sectors, the broadband sector was 

added to the 2008 survey. In the developing world, broadband access is emerging as a new 



 

ground for policy making and private sector service provision. Unlike the developed world, 

broadband may not mean the traditional fat pipe is reaching homes. Instead, most access may 

come from mobile broadband. Therefore, the term broadband refers to multiple modes of 

accessing the higher speed Internet – be it through mobile phones, other mobile devices, 

Internet kiosks or home PCs. Given that the survey is predominantly conducted in emerging 

economies, we take the lowest (slowest) commonly accepted definition of Broadband, which 

defines it as “an ‘always on’ Internet connection with a minimum download/upload speed of 

256kbps” (OECD 2007).  

As noted above, all three sectors may not be applicable to all countries. Furthermore, other 

minor definitional changes may also need to be made. These country-specific variations to the 

methodology should be discussed with LIRNEasia/RIA!/DIRSI or the relevant coordinator and 

agreed upon prior to conducting the survey.  

The seven dimensions 
For each of the three sectors mentioned above, the respondent will assess (i.e. provide a score 

on a scale of 1 – 5 for) each of the following seven dimensions:  

1. Market entry 

2. Allocation of scarce resources 

3. Interconnection 

4. Regulation of anti-competitive practices 

5. Universal service obligation 

6. Tariff regulation 

7. Quality of Service 

Of these, the first five dimensions are based on the Reference Paper of the Fourth Protocol of 

the General Agreement on Trade in Services and reflect the broadest international consensus of 

the most important aspects of telecom regulation.34 

Tariff Regulation was added following pilot studies and input from researchers.  

Based on early 2008 discussions at LIRNEasia, it was agreed that Quality of Service (QoS) is 

increasingly important. While the traditional (incumbent-led) fixed sector always had basic QoS 

measurements, increasingly QoS for mobile is becoming important – for example, completing a 

financial transaction via the various m-payment methods is only feasible if the mobile signal 

does not drop half-way through the transaction. Similarly, depending on the application being 

used, Broadband QoS becomes increasingly important (e.g. simply browsing can tolerate higher 

levels of latency that VoIP applications simply cannot).At the moment, objective measures for 

                                                           
34

 The WTO Reference Paper also contains a dimension for independence of the regulator. However 
because it is seen as a process variable different from the other outcome variables, it is not included in 
the TRE dimensions.  



 

measuring Broadband and Mobile QoS are neither common nor standardised. However, 

meaningful perception measures about regulation relating to QoS can go a long way in putting 

QoS on the regulatory and policy agendas.  

The Likert Scale 
Using the Likert Scale, each of the seven dimensions is scored on a scale of 1 to 5, where 1 is 

Highly Ineffective and 5 is Highly Effective. The Likert Scale is a well-known psychometric 

response scale often used in questionnaires. 

The raw data collected for the survey using the Likert Scale is ordinal data and, therefore, the 

distinction between neighbouring points on the scale is not necessarily always the same. For 

instance, the difference in effectiveness expressed by giving a score of 4 rather than 3 might be 

much less than the difference in effectiveness expressed by giving a score of 5 rather than 4.  

Since the data collected is summarised in the final TRE scores, it is possible to transform the 1 

to 5 scale to a different scale like -2 to 2 which makes it easier to interpret. However, there is a 

possibility that a transformed scale portrays a different level of perception to the respondent. For 

example, giving a score of 3 in a 1 to 5 scale and giving a score of 0 in a -2 to 2 scale might not 

appear the same for some respondents. Therefore it is recommended that the 1 to 5 scale be 

kept constant in doing the TRE survey. 

Clearly, the Likert Scale may be subject to distortion. Respondents may avoid extreme scores 

(central tendency bias); or may try to portray themselves or their organisation in a more 

favourable light (social desirability bias). 

The Respondents: Categories, Weights, Minimum Numbers 

Categories 

The different stakeholders that are involved in the TRE have been grouped into three categories 

according to their common interests.  

• Category 1: Stakeholders directly affected by telecom sector regulation  

o E.g. Operators, Industry associations, Equipment suppliers, Investors 

• Category 2: Stakeholders who analyse the sector with broader interest 

o E.g. Financial institutions, Equity Research Analysts, Credit Rating Agencies, 

Telecom consultants, Law firms 

• Category 3: Stakeholders with an interest in improving the sector to help the public 

o E.g. Academics, Research organisations, Journalists, Telecom user groups, Civil 

society, Former members of regulatory and other government agencies, Donors, 

Current government employees from organizations related to the telecom sector 

EXCLUDING those in the telecom regulatory & policy hierarchy (i.e. excludes 

anyone from the regulatory agency, policy making body (often Ministry of Post 

and Telecom or similar), the Minister in charge of Telecommunications etc.) 



 

Note that certain Financial Institutions (listed in category 2) may take an equity stake in an 

operator and, thereby, may also be an Investor (category 1). It could also be that within the 

same financial institution, respondents from one unit (say, the Equity Research division) falls 

into Category 2 (since they analyse the sector as a whole) while another unit (say, the 

Investment/Asset Management division that owns shares of the operator) falls into Category 1. 

In such instances the researcher must deal with the categorisation of respondents on a case-by-

case basis.  

Weights 

Contributions from each category are of identical importance to the final TRE scores. Therefore, 

if there are an equal number of respondents for each category, the TRE Assessment will reflect 

the views of the respondents of each category in an equal manner.  

However, if response rates differ and the sample selection procedure does not produce an 

equal numbers of respondents from each category, then an overrepresentation of some 

categories and underrepresentation of others will result. This will cause problems in 

comparison. 

Ideally, each category should make the same contribution to the final result. In order to achieve 

this balanced representation, overrepresented categories are given a weight of less than one 

and underrepresented categories are given a weight of greater than one, in such a way that all 

three categories equally contribute to the final score.  

Minimum number of respondents 

Even though weighting deals with numerical imbalance, it is important to have a sufficient 

number of respondents for all three categories because the sample size determines the 

precision with which population values can be estimated; i.e. the larger the sample, the more 

precise the estimate. As a practical matter, sample size is often the dominant factor in 

determining the precision because very few respondents from a particular category will make 

the final TRE score highly sensitive to each respondent’s input in that category.  

Having taken the above factors in to account, as well as the practical constraints associated 

with the survey, it is necessary to have a minimum of 15 respondents from each category in any 

country (for a minimum of 45 total respondents). Only in micro-states (e.g. Bhutan, Maldives 

and countries with populations of under or around 1 million), a minimum of 5 respondents from 

each category is accepted (for a minimum of 15 total respondents).  

Having a larger number of respondents per category also allows more sophisticated analysis 

without compromising the respondent’s anonymity. For example, category 1 represents players 

who are already in the market. Certain regulatory regimes may unduly favour those who have 

already passed (by whatever means) the barrier to entry. For these respondents, overly 

cumbersome market entry procedures may indeed serve as a positive and keep new entrants 

out. However to analyse at the level of respondent categories, a larger data set is required.  

 

All in all, there were 59 respondents broken down into the following per Category:  



 

 

Table 6: Respondent Breakdown 

 

Category No. of Respondents 

Category 1 19 

Category 2 11 

Category 3 29 

TOTAL 59 

 

Most of the respondents for the survey answered online. Only eleven (11) people answered the survey 

manually.  

 

  



 

Annex 2: Summary of Regulatory and Policy Events for the Philippines January 

2010-January 2011  

Date Subject 

26 Jan 2011 An Act Providing for the Establishment of the No Calls and No Text 

Registration System was filed in the Lower house. 

26 Jan 2011 Some groups debate prepaid SIM registration amidst terrorist 

bombing of a public bus in Manila. 

21 Jan 2011 President Aquino is reported to have retained NTC Commissioner 

Gamaliel Cordoba as Head of the NTC.   

  

Also, Carlo Jose A. Martinez was named deputy commissioner while 

Delilah F. Deles was appointed as acting commissioner for the NTC. 

12 Jan 2011 The NTC removes the Internet Data Cap provision from the proposed 

memorandum circular on minimum speed of broadband connections 

saying it is counter-productive to increasing the Internet usage in the 

country. 

12 Jan 2011 A House Resolution was filed ‘Urging the NTC to Scrap Its Proposed 

Imposition of a Ceiling on Internet Speed and on the Amount of Data 

Broadband Users Can Download Per Day’. 

11 Jan 2011 NTC continues public consultation regarding the minimum speed of 

broadband connections 

21 Dec 2010 NTC holds public consultation regarding the minimum speed of 

broadband connections 

December 

2010 

NTC proposes to cap broadband data (see below) 

  

Draft memo: MEMORANDUM ORDER on the MINIMUM SPEED OF 

BROADBAND CONNECTIONS 

1.      Broadband service providers shall specify the minimum 

broadband/Internet connection speed and service reliability and 

the service rates in their offers to consumers/subscribers/users in 

their advertisements, flyers, brochures and service agreements 

and service level agreements. The minimum service reliability shall 



 

be 80%.   

  

Service Reliability is measured over a period of one (1) month and 

calculated as : 

(Hours in a day x Days in a month) – (Time Internet connection speed 

is below minimum) (Hours in a day x Days in a month) 

The service offers shall specify the service rates for a minimum 

broadband/Internet connection speed and the service reliability, 

e.g., PhP900.00/month for 512Kbps minimum connection speed 

and 80% service reliability, PhP1,000.00/month for 512Kbps 

minimum connection speed and 85% service reliability, etc. 

  

2.   Service providers may offer broadband/Internet connection on a 

“best efforts” basis.   

3.   The subscribers/consumers shall be properly informed of the 

broadband/Internet connection service being offered to them. 

4.   Service providers offering committed information rate (CIR) shall 

comply with NTC MC No. 12-19-2004.  

5.   Service providers may set the maximum volume of data allowed 

per subscriber/user per day. 

  

26 August 

2010 

House Bill 02858/An Act Abolishing the Interconnection Charges 

Imposed by Telecommunications Companies, Amending for the 

Purpose RA No. 7925, Otherwise Known as the ‘Public 

Telecommunications Policy of the Philippines’, was filed. 

10 August 

2010 

House Bill 02380/An Act to Prohibit Cell Phone Network Companies 

from Sending Unsolicited Material to their Subscribers via Text or 

Short Message Service (SMS), was filed. 

09 August 

2010 

House Bill 02253/An Act Mandating the NTC to Install a Regulatory 

Metering Device to Interlink with the Telecommunications Industry 

Players as an Enhancement to Its Supervisory Functions, and for Other 

Purposes, was filed. 

August 2010 Lawmaker proposes to regulate Facebook and Twitter use in 

government agencies 



 

July 2010 Atty. Ivan Uy is appointed new CICT Chair by President Aquino 

May 2010 Benigno Aquino III is elected President of the Philippines 

27 July 2010 Senate Bill No. 2100 or the “Anti-Cable Television and Cable Internet 

Pilferage Act” (An Act Prohibiting and Penalizing the Pilferage and 

Theft, Unauthorized Use, Interconnection or Reception of any Signal 

or Service Offered over a Cable Television or Cable Internet System 

and/or Network or through Any Unauthorized Installation, Access or 

Connection through the Use of Cable or Other Equipment and 

Prescribing Penalties) was filed. 

13 July 2010 Senate Bill No. 1407 or the IT Venture Capital Fund of 2010 (An Act to 

Accelerate the Development of Information Technology Start-up 

Companies by Providing an IT Venture Capital Fund) was filed. 

08 July 2010 Senate Bill No. 828 or the Philippine VOIP Act of 2010 (An Act to 

Promote and Govern the Development of Voice Over Internet Protocol 

in the Philippines) was filed. 

07 July 2010 House Bill 1011 (An Act Promoting the Development and Use of 

Free/Open Source Software [FOSS] in the Philippines, Amending RA 

8293 Otherwise Known as the ‘Intellectual Property Code of the 

Philippines’, Providing Penalties Thereof, and for Other Purposes) was 

filed. 

07 July 2010 House Bill 01030/An Act Requiring Cell Phone Companies to Set Up 

Local Assembly and Packaging Plants for the Manufacture of Cell 

Phone Units for the Purpose of Taxation 

July 2010 RP logs highest Facebook penetration rate 

11 June 2010 NTC issues Memorandum Circular 

No. 02-06-2010 

Subject: Standard for Digital Terrestrial Television (DTT) Broadcast 

Service 

  

May Philippine holds first national electronic polls 

29 April 2010 NTC holds public hearing regarding proposed Memorandum Circular 

Regarding Guidelines to protect Children from Child Pornography 



 

  

7 April 2010 NTC issues Draft Guidelines to protect Children from Child 

Pornography 

  

Feb 2010 COMELEC reports 30% of RP has no reliable cell signal 

19 Feb 2010 NTC issues updates on Memorandum Circular regarding Rules on the 

Assignment of the remaining allocated 3G radio Frequency Band 

18 Feb 2010 The NTC conducts public hearing regarding Rules on the Assignment of 

the remaining allocated 3G radio Frequency Band  

  

4 February 

2010 

The NTC issues Memorandum Order 001-02-2010 on the 

Prohibition of Cellular Phone Jamming Devices  
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