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1. Introduction

The acceleration of economic globalization and integration has led to a dramatic increase in
the flow of people and goods worldwide. With increasing demand follows advancements in various
sectors of the supply chain especially in maritime transport. Trujillo and Nombela (1999)
summarized the technological changes in two points: (1) containerization of cargo; and (2)
development of larger and deeper specialized ships. These technical changes are argued to enable a
competitive environment in the seaport industry. The development of integrated transport chains
which reduced transport costs has saturated and broadened the port catchment areas in favour of ports
with better facilities and connections regardless of distance. In theory, modern ports must be
competitive in providing efficient services through capital investments and optimal pricing.

Globalization brought economies of scale and comparative advantage of major manufacturing
and producing countries in the limelight. As larger and deeper specialized ships dominate the global
fleet and global supply chain becoming more integrated, vulnerabilities have started to show up. The
recent Suez Canal blockage and impacts of the global pandemic materialized the concerns of
governments on the weak links of the supply-chain. Among the concerns is the ship turn-around time
and port congestion. The world watched as the USA struggles to normalize the situation at the port
of Los Angeles as the backlog intensifies. It is therefore important to look at port congestion when
discussing port efficiency and competition.

Ports have been traditionally the responsibility of the state as it is considered a public good.
There have been a lot of comparisons in literature between public and private ports and its nuances.
Millan et. al. (2016) investigated the impact of public relations on the efficiency of the Spanish Ports
from 1986-2012. Their research concluded that regulatory reforms that focused on the promotion of
port autonomy, privatization and inter-port competition had a positive impact on the efficiency of
the Spanish port system. On the other hand, Cullinane et. al. (2005), in their study on the top 30
container ports of the world in 2001 using panel data from 1992-1999, rejected the hypothesis that
greater private sector involvement in the container port sector irrevocably leads to improved
efficiency. There is no consensus on the direct effects of any form of privatization in port efficiency
which tells us that the situation in each country is rather unique. One dimension is that port
administration is not entirely the same for all countries and has their own nuances in terms of policy.
Therefore, it is of best interest to compare efficiency at the national level.

1.1. The Philippine Ports System

The Philippines consists of 7,641 islands' and a 36,289-km long coastline. With this
archipelagic setting, seaports play an important role in nation building wherein according to the
Philippine Statistics Authority (PSA) commodity flow survey almost all (99.9%) of the total quantity
of commodities (domestic trade) were transported by water (coastwise) in 2019 and 2020 while the
remaining were through air (Figure 1). In 2017, there were about 1,800 public and private ports in
the country, excluding fishing ports. These ports are managed and operated by various port
management bodies namely: (1) the Philippine Port Authority (PPA) ports system consisting of
public and private ports; (2) ports under the jurisdiction of independent ports authorities (IPA); (3)
municipal ports devolved to the local government units (LGUs); and (4) Road RORO terminal
System (RRTS) (Figure 2).

There are seven major container ports in the country which are operated by private companies
with a combined design capacity of about 7.9 million twenty-foot equivalent units (TEUS). The Port
of Manila is the busiest port in part due to its central location in the National Capital Region (NCR),
with facilities and terminals for processing maritime trade to serve primarily the Metro Manila Area
and surrounding provinces and cities. This port is the premier international shipping gateway to the
country, fronting Manila Bay. Three privately managed container ports with large capacities are

1 World Bank. 2003. Philippines: Environment Monitor 2003. Manila, Philippines.
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situated in the Port of Manila, namely: Manila International Container Terminal (MICT), 2.5 million
TEUSs; Manila North Harbor (MNH), 2.0 million TEUs; and Manila South Harbor (MSH), 1.2 million
TEUs. MITC handles primarily international container cargo, while MNH handles mainly domestic
cargo. Outside of the NCR, there are four other major ports, including (in the order of capacity), the
following: Davao International Container Terminal (DICT) (0.075 million TEUSs) in Region 11,
Subic Port (0.600 million TEUSs) in Region 3, Cebu International Port (0.580 million TEUSs) in
Region 7, and Batangas Port (0.350 million TEUSs) in Region 4A. These major ports also handle
international container cargo.
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Figure 1. Quantity of domestic trade by mode of transport 2019 and 2020 (Source: PSA, 2021)
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Figure 2. The Philippine port system

1.1.1. Independent Port Authorities (IPA)

There are six IPAs outside the jurisdiction of the PPA, namely: (1) Subic Bay Metropolitan
Authority (SBMA), which operates and manages the Subic Bay Freeport (SBF) in Zambales; (2)
Cebu Port Authority (CPA), for all ports in the province of Cebu; (3) Cagayan Economic Zone
Authority (CEZA), for the Port Irene; (4) Phividec Industrial Authority (PIA), for the Mindanao
Container Port Terminal (MCPT) located within the Phividec Industrial Estate in Cagayan de Oro;
(5) the newly reorganized Bangsamoro Ports Management Authority (BPMA), which manages all
the ports in the Bangsamoro Autonomous Region in Muslim Mindanao (BARMM) which includes
the Polloc Freeport and Economic Zone, Jolo, and Bongao ports; and (6) Bases Conversion and
Development Authority (BCDA), which supervises the port in San Fernando, La Union, and manages
the former US facility in Clark Field, Pampanga.

Excluding SBF, MCPT and Cebu International Port (CIP) under CPA, which were relatively
recent developments funded in part via JICA loan, all other IPAs were devolved from the PPA. IPAs
can set their own rates but usually follows suit from adjustments done by the PPA. These IPAs, with
their various individual charters, were created to decentralize control of the PPA in hopes of creating
a more competitive maritime industry and allow LGUs to have larger autonomy of its own ports. It
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is important to note that both SBF and MCPT are being operated by Subic Bay International
Container Terminal Corp. (SBITC) and Mindanao International Container Terminal Services, Inc
(MICTSI) respectively, which are affiliate companies of Philippines-based global port operator
International Container Terminal Services, Inc. (ICTSI). CIP was also operated by an ICTSI
affiliated company Cebu International Container Terminal, Inc (CICT) until it was sold and
transferred to another private company in 2014,

Figure 3. Subic bay freeport (left) and Mindanao Container Port Terminal (right) (Source:
ICTSI, 2020)

1.1.2. Local Government Units (LGU) and fish ports

The Department of Transportation (DOTT) as part of its mandate also develops and funds the
construction of small landing stages and feeder ports, which eventually are handed over to the LGUs.
As of 2018, 1,190 municipal ports are owned and managed by LGUs that provide linkage among
neighbouring small islands and nearby urban centers. Municipal ports generally cater to small
passenger and fishing boats. Fishing ports also operate at the regional (8 ports) and municipal (79
ports) levels, managed either by the government or the private sector, primarily to serve the fishing
business. Ports under the jurisdiction of LGUs are those built by the national government but then
devolved to municipal governments and those built by the LGUs themselves. Fishing ports are
basically used for fishing but nevertheless handle some commercial cargo transfer under the
agreement of the PPA and the Philippine Fisheries and Development Authority (PFDA).

Some LGU ports such as in Malalag, Davao del Sur were reverted to PPA’s administration
after considerations on funding for the operations, maintenance, and development of the port
facilities. On the other hand, the PFDA as a national government agency and a GOCC have enough
resources to operate and develop its nine regional and 136 municipal fish ports which moved 2,931
metric tons of fishery products in 2020.

Figure 4. Malalag Port (left, Source: PPA, 2019) General Santos fish port complex (right,
PFDA, 2019)

1.1.3. Road-RORO terminal system (RRTS)

The Road-RORO terminal system (RRTS) was established in 2003 through Executive Order
(EO) 170 serving as an integral part of the national highway network functioning as movable bridges.
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It is a network of terminals all over the country linked by RORO vessels which goal is to provide
greater access to the island provinces and better integration among different regions. The system is
primarily a response to connect with greater efficiency and lower cost in transporting passengers and
goods from Mindanao to Luzon. EO 170 is among the few radical policies in the maritime industry
that pushes for greater participation of the private sector. It calls for private sector and LGU
collaboration in the establishment of RORO links as part of the national highway network (Basilio,
2003). It does this by mandating the privatization and/or devolution of existing public RORO ports
under the PPA and CPA. Existing private port operators were facilitated to integrate their operations
to the RRTS. While there is no consensual agreement on the effects of the RRTS in the maritime
industry in that a study by Kobune (2008) indicated that the inter-island shipping in terms of total
transport cost is competitive only within a 200-km distance whereas Odchimar and Hanaoka (2015)
highlighted the positive effect of the RRTS in the development of intermodal transport network in
the Philippines, as seen in Figure 5, its effect on expanding inter-island connectivity is evident.
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Figure 6. RO poﬁg Liloan (Ie;ft) and -Lir'Jata (right) (source: JICA, 2004)
1.1.4. The Philippine Ports Authority (PPA)

The PPA port system is the most critical and extensive network of ports in the country. As of
2019, PPA’s jurisdiction covers a total of 291 ports wherein 177 are private (30 commercial and
around 147 non-commercial) and 114 are PPA-owned ports (89 are terminal ports and 25 are
baseports) which are being managed through 25 Port Management Offices (PMO). On July 11, 1974,
the Philippine Ports Authority (PPA) was created through the issuance of Presidential Decree (PD)
No. 505 as amended by PD 857 issued on November 16, 1978, recognizing the need to integrate and
coordinate port planning, development, control, and operations at the national level while at the same
time promoting the growth of regional port bodies referred to as Port Management Units (PMU),
which are now called PMO, with localized perspective.

The PPA-owned ports were developed and are being maintained by the PPA. The largest
common-user ports in the Philippines are concentrated in the NCR, Manila. In particular, it is
concentrated in the Port of Manila, located at the west end of the City of Manila directly facing
Manila Bay. It is divided into the MICT and the South and North Harbors. The MICT and South
Harbor are under long-term concessions with the private sector whereas North Harbor cargo handling
services are provided by a private cargo handling company. Other major PPA-owned ports outside
of Manila are also being served by private cargo handling companies such as the case of General
Santos and Cagayan Port. Private ports are mostly operated for industrial use; there are, however,
some which were given permits by the PPA to operate for commercial purposes such as the Harbour
Centre Port Terminal (HCPT) in Manila that operates both as a domestic and a foreign port. HCPTI
competes with PPA-owned ports South Harbor, and North Harbor.

The PPA has no investment in the private ports but receives a share of port dues (i.e., 50%
share from usage/berthing fees and wharfage dues). There are around 30 private commercial ports,
e.g., Allen Port in Samar, San Lorenzo Port in Guimaras, Bredco in Bacolod, Tefasco port in Davao
and the recent DICT also in Davao. In the past, private commercial ports rarely provide competition
to PPA ports apart from HCPT that operates in the same area in Manila where the PPA ports operate.
The PPA is financially autonomous from the government and earns revenues from (a) concession
fees from the lease of South Harbor and MICT; (b) port charges such as wharfage, berthing, pilotage,
etc.; and (c) a share of cargo handling revenues from private cargo handling operators and from port
charges of privately operated ports. Its ports handle domestic and foreign cargo (containerized and
bulk) and passengers while some PPA-owned ports include RORO operations.
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