
 sustainability.hapres.com 

J Sustain Res. 2020;2(2):e200012. https://doi.org/10.20900/jsr20200012 

Article 

Why Developing Countries Go through an 
Unsustainable Energy Transition Pathway? The 
Case of the Philippines from a Political Economic 
Perspective 
Phoebe Grace Saculsan *, Akihisa Mori 

Graduate School of Global Environmental Studies (GSGES), Kyoto University, 

Kyoto, 606-8501, Japan 

* Correspondence: Phoebe Grace Saculsan, Email: pjsaculsan@gmail.com; 

Tel.: +81-8095450407. 

ABSTRACT 

A shift toward a sustainable energy system takes place when renewable 
energy technologies become much more appealing energy options. 
However, political factors deter many developing countries from 
deploying renewable energy. This paper aimed to elucidate how 
exogenous actors and regime incumbents exercise power to block 
renewable energy technologies from emerging in developing countries, 
using the Philippines as a case study. This work uses a combination of a 
multi-level perspective in socio-technical transitions with power exercises 
as the analytical framework. The results show that in the Philippines three 
types of power exercises have moved the country toward a coal-based 
energy system. First, multilateral banks and foreign investors exercised a 
transformative power to pressure the government to liberalize the energy 
system, and currently exercise this power to support the development of 
both coal and renewable energy, albeit more indirectly. Second, “energy 
oligarchs” exercise reinforcive power to create and reproduce a new 
private oligopolistic energy structure by acquiring energy assets, building 
coal power plants, and dominating the energy supply chains. Lastly, the 
government exercises the constitutive and transformative power to 
induce these foreign investors and energy oligarchs to continue investing 
in coal power unless renewables can sufficiently contribute to energy 
security and affordability of electricity prices. These findings imply that in 
developing countries the liberalization of the electricity market can result 
in a change to the dominant power structure from a government 
monopoly to a private oligopoly and accelerate the transition to a coal-
based energy system. 
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ABBREVIATIONS 

MLP, multi-level perspective on socio-technical transition; EPIRA, Electric 
Power Industry Reform Act; FIT, feed-in tariff; clean coal technology (CCT) 

INTRODUCTION 

Growing concern about climate change and volatility in the price and 
supply of fossil fuels is leading many countries to allow more renewable 
energy in their current energy system [1]. Renewables are seen to have the 
potential to address the environmental and climatic challenges that are 
associated with the use of fossil fuels, and to bring about co-benefits such 
as employment generation [2]. These potentials have propelled the 
continued growth of renewables in recent years. Wind, solar, bioenergy 
and waste, geothermal, small hydro, and tidal account for nearly 62% of 
net additions to the global power generating capacity, increasing from 161 
GW in 2016 to 181 GW in 2018 [1]. Most of this increase occurred in 
wealthy nations such as the United States, China, and the UK, whereas 
relatively small contributions were seen from developing countries 
(except China and India). In fact, in any given year since 2010, no more 
than 27 developing countries have attracted over 100 million USD for the 
construction of a single utility-scale wind or solar project [3]. 

Developing countries have suffered from a number of barriers to 
renewable energy deployment, ranging from difficulty accessing finance, 
bureaucratic and administrative red tape, and social acceptance 
(“NIMBY”), to concerns regarding energy security. All of these barriers are 
related to weak institutions and governance, and the dynamic social-
political conditions that exist in developing countries [2,3]. Additionally, 
the transition from a fossil fuel-based energy system toward a renewables 
based system requires higher reconfiguration capacity and the process of 
experimentation, configuration, and selection [4]. It also encompasses 
high sunk costs associated with large-scale generation, social embedding, 
and complementarities around the renewables-based system that lead to 
transaction costs in the transition from a fossil fuel-based energy system 
to a renewables-based one. These transaction costs can be especially high 
for regime incumbents, who may lose their vested interests and coalitions 
by promoting such a transition [5] and may therefore resist spreading 
renewable energy to protect their interests [6]. These regime incumbents 
exercise constitutive power over a long time period, and therefore 
conventional energies such as coal and nuclear energy are becoming more 
institutionally and technologically “locked-in”, making it ever more 
difficult to transition to renewable energy [7]. 

Political factors potentially affect energy transitions [8], but the effects 
remain unclear in the literature [5]. Understanding this influence is crucial 
to facilitating energy transitions. Instead of merely investigating how to 
facilitate the adoption of renewables, this paper considers how regime 
actors obtain and maintain power that inhibits the adoption of 

https://doi.org/10.20900/jsr20200012


 
Journal of Sustainability Research 3 of 24 

J Sustain Res. 2020;2(2):e200012. https://doi.org/10.20900/jsr20200012 

renewables [9]. Understanding these factors could help clarify the 
complexities of power dynamics at the regime level and could perhaps be 
utilized to weaken and topple the regime actors. 

This paper aimed to elucidate how exogenous actors and regime 
incumbents in developing countries exercise power to block the adoption 
of renewables, using the Philippines as a case study. The rest of the paper 
is organized as follows: First, we provide an analytical framework to 
justify why the concept of power should be incorporated into a multi-level 
perspective (MLP) of socio-technical transitions. Second, we describe the 
historical energy transition pathway in the Philippines. Third, we analyze 
how the power exercise between exogenous actors and endogenous 
regime incumbents blocks the emergence of renewables. Fourth, we 
provide an in-depth exploration of the implications of power relations on 
energy transitions, and finally, we present the conclusions. 

ANALYTICAL FRAMEWORK 

Central to the discussion of sustainable energy transitions is the 
mechanism by which clean energy alternatives could overthrow the 
prevailing fossil energy regime, which is locked-in and path-dependent in 
relation to fossil energy sources. Unruh [10] describes these two mutually 
related concepts as being driven by the interlocking and co-evolution of a 
technological system, institution, and social forces, which create a 
development pathway that makes replacement of fossil energy with 
sustainable energy sources difficult. Economy of scale of a carbon-based 
energy infrastructure and the strengthening of the technological 
institutions that support this infrastructure further entrenches the 
traditional energy system.  

The MLP allows deeper understanding of the process of knowledge 
politics, political conflict and accommodation, and bargaining and 
disciplining in energy transitions [11]. It has been used to analyze the 
developments and interactions between three levels: landscape, regime, 
and niche innovations [12]. The top-tier landscape level is the exogenous 
macro-level environment that can induce pressure on or affect the 
incumbent socio-technical regime and technological niches. It can put 
pressure on the regime or provide opportunities for technological niches 
to prosper. One example is the global impetus to mitigate and adapt to 
climate change. The regime level is a socio-technical regime and is the 
most dominant functioning system. It is composed of prevailing 
infrastructures, technologies, rules, norms, institutions, industrial 
networks, markets, and user practices that are characterized as stable and 
defend the status quo. Lastly, the bottom-tier niche level is composed of 
so-called “protective spaces” where radical innovations may arise that 
could challenge the existing regime. One example is the development of 
renewable energy technologies. At the heart of the interactions and 
developments between and within each level are actors who have 
competing claims and interests in the transition [13,14]. 
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The MLP has a strong capacity to explain the transition process from a 
fossil fuel-based energy system to a renewables-based one. It has been 
used to consider specific types of transition pathways that fit with green 
or technological innovations by drawing from the experience of developed 
countries [7,9]. However, it cannot capture the conflicts and coalition-
building between and among actors that could affect the transition at the 
system level because these actors are deemed to be self-interested and to 
act strategically [14,15].  

In addition, applying the MLP to energy transitions in developing 
countries requires in-depth understanding of the role of a few powerful 
elites because these countries often have a market system that is not well 
developed and is controlled by actors that affect transition at the systems 
level [8]. For example, in Nigeria, powerful political and economic elites 
who have business stakes in fossil fuels dominate the political and rentier 
systems [8]. These elites use their market and political power to influence 
agenda-setting or institutional strategies to favor their interests, even 
when this means adhering to the status quo [16]. 

Incorporating the concept of power into an MLP approach enables 
analysis of the political economic process during a transition. Two basic 
definitions of power are given in the Oxford English Dictionary: (a) “the 
ability or capacity to do something or act in a particular way”; and (b) “the 
capacity or ability to direct or influence the behavior of others or the 
course of events” [17]. Drawing from this definition, we take the actors and 
the power they exercise to direct the course of outcomes to their will, as 
the focal point of our analysis. This research complements the study of 
Geels [18] on the dynamic interactions between rule-regimes and actors, 
which shows that different actors have different strengths, power, 
resources, and opportunities to change the prevailing rules-regime [19]. 

A typology of power exercise provides tools to analyze how actors play 
the game to achieve their goals. Power can be defined as innovative, 
destructive, constitutive, transformative, systemic, or reinforcive [14]. 
Innovative power is the capacity of actors to create or discover new 
resources, especially when they cannot gain existing ones. In the process, 
actors are enabled to become visible to other actors in the system. 
Conversely, destructive power—the opposite of innovative power—is the 
ability to destroy or annihilate existing resources. Meanwhile, constitutive 
power is the ability of actors to formalize the distribution of resources 
using existing established structures and institutions, thereby enforcing 
their legitimacy. This is contrary to transformative power, which is 
defined as the ability of actors to transform the mechanism of resource 
distribution through the development of new structures and new 
institutions. Systemic power is the combined ability of actors to mobilize 
resources towards a collective goal, regardless of whether or not these 
actors have the consciousness to do so. Lastly, reinforcive power is the 
capacity of actors to reinforce and reproduce existing structures and 
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institutions according to how these actors value and distribute the 
resources. 

With these definitions of power exercise, it is possible to analyze how 
actors act in a way that could lead them to win or lose the game [19,20]. In 
this sense, power can be said to always be relational in that an actor 
exercising power against another could either empower or disempower 
themselves to gain or lose access, strategies, skills, or willingness to 
exercise power [19,20].  

In line with the above arguments, this paper fills the scholarly gap in 
studies on the transition from a fossil-based energy system to a 
renewables-based one by incorporating the concept of power into an MLP 
to investigate why a developing country goes through an unsustainable 
energy pathway, taking the Philippines as a case study. We employ an MLP 
in combination with the concept of power to study the effect of the roles 
and power exercises of actors in shaping and directing the country’s 
energy transition pathways.  

BRIEF HISTORY OF THE PHILIPPINES’ ENERGY TRANSITION 

Challenges in the Philippines’ Energy System 

The Philippines has among the highest electricity prices in Asia, at 
roughly 20 USD per kWh or 10 PHP per kWh [21]. This is higher than some 
developed countries, such as Japan and Singapore. The Philippines’ high 
electricity price is partly due to the fact that the Philippine government 
does not provide subsidies to its citizens and that it is expensive to build 
and maintain the transmission and distribution networks that cover the 
country’s over 7100 islands [22]. 

As the country’s economy and population continue to grow, so too does 
the demand for energy. The population is already more than 100 million 
and is growing at an annual rate of 1.72% [23], and during the Aquino 
administration from 2010 to 2016 the economy grew at an average annual 
rate of 6.3% [24]. Furthermore, the Duterte administration began in 2016 
and by its end in 2022, it is projected that the economy will have grown at 
an average of 6–8% annually [24].  

The country’s electricity is primarily obtained from fossil energy 
sources (coal, oil, and natural gas), which accounted for about 75% of its 
total electricity generation in 2017 [25]. Coal supplied the bulk of this, with 
a 46.6% share—46.8 TWh—of the country’s total electricity generation; this 
was 8.2% higher than in the previous year (2016), when the generation 
was 43.3 TWh [25]. The next largest energy sources were natural gas 
(20.5%) and oil (3.8%). Most of the coal (88.3%) was imported from 
Indonesia, while almost all (99%) oil imports came from the Middle 
East [25].  

Such a heavy reliance on foreign fossil fuel not only puts the country’s 
energy and financial security at risk, but also makes it harder for it to meet 
its nationally determined contributions to the Paris Agreement, namely a 
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reduction of its greenhouse gas (GHG) emissions by 70% relative to its 
business as usual scenario for 2000–30 [26]. Despite this obligation, in 2017 
the country’s total GHG emissions from energy-related activities increased 
by 10% compared with the previous year [25]. Electricity generation 
contributes the biggest share (49.2%) of the country’s total GHG emissions 
from energy-related activities, and this share is growing due to the 
increasing demand for energy [25]. The share of renewables in the 
country’s energy mix has been declining in recent years, decreasing from 
40.7% in 2012 to 21.8% in 2018 [27,28].  

History of Major Landscape Developments and Policy Responses 

There are many regulatory barriers and much opposition to 
renewables becoming the Philippines’ primary source of energy. One such 
barrier is that the energy policy of the present government focuses on 
increasing the country’s generation capacity at an affordable cost in line 
with the country’s growing economy and population. 

Table 1. Key events in the history of the Philippine energy system. 

Year Events 

1890s Electricity first came in the Philippines 

1973 The oil crisis led to increased prices of imported energy, decreased foreign concessional loans, and hiked the cost of 

borrowing used for the government’s electrification program. 

1976 Marcos declared Martial Law and the National Power Corporation (NPC) was made a monopoly owning the 

generation and transmission assets as a means to keep electricity prices at bay and pacify public clamor. 

1986 Aquino scrapped most of the previous administration’s policies, including the dissolution of the Bataan Nuclear 

Power Plant (BNPP) and the Department of Energy (DOE) (replaced by the Office of Energy Affairs) 

1987 Private participation increased with the independent power producers (IPPs), including renewable niches, in the 

build-operate-transfer (BOT) and build-own-operate (BOO) arrangements to create new generating capacity, but in 

the end they still couldn’t keep up with the demand. 

1993 Ramos mandated the Electric Power Crisis Act of 1993 to fast-tracked energy projects. A new policy called “take-or-

pay” was formulated forcing the distribution utilities to pay for a specified amount of power produced by the 

generation companies whether the generated electricity is required or not.  

1997 Peso depreciated in the midst of the Asian financial crisis, resulting into the NPC’s contracted IPP payments through 

the “take-or-pay” to balloon. 

2001 Arroyo mandated the ‘Electric Power Industry Reform Act’ (or the EPIRA Law) to liberalize the electricity system. 

1998–2013 The Philippines ratified the Kyoto Protocol. 

Several devastating typhoons hit the country most notably: Ketsana, Washi, Bopha and Haiyan, the strongest ever 

recorded typhoon that made a landfall. 

2015 The Philippines ratified the Paris Agreement and submitted its INDC pledge to reduce its greenhouse emissions by 

70% relative its BAU scenario by 2030. 

Source: Authors compilations based on sources. 

Since the 1970s, at least four major landscape developments have 
substantially affected the energy regime in the Philippines. The first such 
development started during the oil crisis in the 1970s that occurred under 
the Marcos administration. In an attempt to keep electricity prices low 
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during the increased fuel prices at that time, Marcos implemented 
Presidential Directive 40 to make the National Power Corporation (NPC) a 
state-owned entity, which enabled it to control all the power generation 
and transmission assets of the country [29]. This move forced private 
businesses to sell their generating facilities to the NPC. However, poor 
planning and a weak financial position made the NPC incapable of 
markedly increasing the country’s power generation capacity. 
Consequently, power supplies became unreliable and load-shedding was 
frequent. A combined power- and economic crisis eventually ensued [29]. 
This started with the cancellation of the Bataan Nuclear Power Plant due 
to heightened fears about the safety of nuclear power following the 
Chernobyl incident, and continued with the dissolution of the Department 
of Energy (DOE) during the Aquino administration [30,31]. A rapid growth 
in the demand for electricity combined with a lack of sufficient generating 
capacity led to brownouts averaging 7 hours per day in many regions of 
the country in 1992 and 1993 [32]. This crippled the economy and led to 
massive unemployment, causing an estimated annual loss of 600–800 
million USD, or 1.5% of GDP [32]. 

The second landscape development was the Asian financial crisis of 
1997. This crisis caused the NPC’s contracted independent power producer 
(IPP) payments to balloon due to the depreciation of the Philippine peso 
[31,32]. According to Woodhouse [33], this was due to the following 
reasons: First, as a result of a shortfall in electricity demand at the same 
time that a significant amount of new power generation capacity came 
online, the electricity sector entered a period of excessive oversupply in 
the late 1990s. Constrained by the take-or-pay provisions of the IPP 
contracts, the NPC began paying higher unit prices for electricity as the 
dispatch of plants sank to as low as 30–40%. Second, while recovering its 
IPP payments from a dwindling number of kilowatt hours sold, the NPC 
also saw its IPP payments substantially increase due to the depreciation of 
the Philippine peso. These problems led to the NPC accumulating more 
debts. By 2001, the NPC owed approximately 16.39 billion USD to 
creditors—consisting of 10.42 billion USD of IPP obligations and 5.97 
billion USD of debt—which represented 31.3% of the country’s total 
external debts at that time [34].  

The third landscape development was increased pressure from the 
World Bank, International Monetary Fund (IMF), and Asian Development 
Bank (ADB) for the liberalization of the Philippines’ energy system. Similar 
pressure was applied to neighboring countries such as Indonesia and 
Thailand at that time, which were both pressured to implement structural 
adjustment agreements such as reforming their power sectors in exchange 
for external assistance [35]. In 2001, the Arroyo administration signed the 
Republic Act 9136, also known as the Electric Power Industry Reform Act 
(EPIRA). This law had two stated primary objectives, namely (i) to secure 
the country’s energy supply, and (ii) to lower its high electricity prices [36]. 
In line with this, specific provisions were set to (i) disaggregate the 
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country’s energy industry into generation, transmission, and distribution; 
(ii) introduce competition in generation and supply; (iii) introduce a 
wholesale electricity spot market (WESM); (iv) privatize generation and 
the operation of transmission by a concessionaire; (v) allow open access to 
distribution networks; and (vi) set up an independent agency to regulate 
the energy industry [37]. Since the signing of the EPIRA, the Philippines’ 
energy system has been increasingly liberalized. Between 2003 and 2004, 
the government completed the unbundling of electricity prices; in 2006, 
the WESM started its operations for the largest electricity consumers in 
Luzon [37]; and in 2010, the Visayas grid was integrated into the WESM 
[36]. This latter event was immediately followed by the start of Retail 
Competition and Open Access, which aims to provide more power to 
consumers to choose their electricity provider [37]. At present, the 
Mindanao grid is developing plans to construct a separate WESM [37]. 

The fourth landscape development was the start of the ongoing global 
action to combat climate change. Climate change has been implicated in 
several recent extreme natural disasters in the Philippines. For example, 
between 1998 and 2013, the country was struck by the most devastating 
typhoons in its history, which claimed billions of pesos in damaged 
properties and claimed thousands of lives [38,39]. Most notable among 
these was Typhoon Haiyan in 2013, which was the strongest typhoon ever 
recorded in terms of sustained maximum wind speeds [40]. The 
Philippines ranks 5th out of the 10 countries in the world which were most 
affected by climate change in terms of annual average between 1998 and 
2015 [41]. In part due to the country’s vulnerability to natural disasters, 
the Philippines was one of the first developing countries to sign the Kyoto 
Protocol, which it did in 1998 [42]. Additionally, in 2015, the country 
ratified the Paris Agreement and submitted its nationally determined 
contributions to lower its GHG emissions by 70% relative to its business-
as-usual scenario by 2030. However, despite this, in 2016 the share of 
renewables in the Philippines’ energy mix was only 25% (10% geothermal, 
10% hydro, 3% wind, 1% solar, and 1% biomass) [43]. Meanwhile, the 
share of coal power is currently increasing [43].  

Changes in the Energy Mix in Electricity Generation 

Policy responses have led to significant change in the Philippines’ 
energy structure. First, electricity supply has shifted from government-
owned assets to privately owned assets. Second, coal has surpassed 
renewable energy to become dominant in the energy mix, despite 
increased renewable energy production. Most of the new coal-powered 
plants are owned by a private oligopoly (Figure 1A,B). 
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(A) 

 

(B) 

 

Figure 1. (A) Ownership and Fuel-Type before Liberalization (1990–2000). (B) Ownership and Fuel-Type 
after Liberalization (2003–2016). Source: Author’s calculations based on World Bank’s Philippines Power 
Study, page 17 in 1994 for data on “dependable power capacity” for pre-EPIRA and from the website of the 
Philippine Department of Energy (DOE) on Power Statistics in 2017 for data on “dependable generating 
capacity” for post-EPIRA [29,44]. Note that for data on power by ownership (NPC vs. non-NPC), the original 
figures are in MwH rather than MW and is a “gross generation” rather than “dependable generating 
capacity”. To make the data consistent to MW, we assumed full capacity for now thus dividing the current 
figures to 8760 (365 days multiplied to 24 h). Although there are still some flaws in the computation, this 
chart shows a general change on the type of fuel and ownership that happened before and after the 
implementation of EPIRA Law in 2001 and the implementation of the Renewable Energy (RE) Law in 2011. 
We will continuously update and correct this flaw as soon as data becomes available. 

EXERCISING OF POWER IN THE ENERGY TRANSITION 

Role and Power Exercise of Exogenous Actors 

The role of exogenous actors in the Philippine electricity system started 
to become more prominent in the 1990s when the country suffered a 
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power and economic crisis before liberalization. At this time, multilateral 
organizations such as the ADB, IMF, and World Bank began to take a more 
aggressive role in the Philippine energy sector by providing loans, grants, 
advice, and technical expertise to the Philippine government to 
restructure its power sector [35]. In 1998, the ADB approved the Power 
Sector Restructuring Program for 300 million USD, and the Japan Bank for 
International Cooperation provided a loan of 300 million USD to support 
the program [45]. The ADB also provided technical assistance to support 
the restructuring and privatization of the NPC [45]. Moreover, after the 
government implemented the EPIRA in 2001, the ADB further offered 
partial credit guarantee through the Power Sector Assets and Liabilities 
Management (PSALM) corporation and funds to create the WESM [46]. In 
1997 and 1998, the IMF and World Bank also provided a rehabilitation loan 
conditional on privatization and restructuring, which required the 
privatization of the NPC for its standby credit facility [46]. Currently, 
foreign investors are exercising a transformative power by funding coal 
power projects with either one or a combination of direct or bilateral 
funding, loans, credit guarantees, policy lending, or technical assistance. 
Two of the top investors are China and Japan, who are both investing in 
coal projects overseas to expand their already saturated domestic market 
while strengthening their political ties in developing countries [47]. China 
and Japan have invested more in overseas coal projects than any other 
country, and together contributed more than half of the total global 
financing for coal between 2013 and 2016 (China: 15 billion USD; Japan: 10 
billion USD [48,49]). The majority of China and Japan’s investments for coal 
projects were in developing countries in South and Southeast Asia, 
amounting to a total of nearly 20 billion USD between 2013 and 2016; in 
the same period, China and Japan invested only 4 billion USD in renewable 
projects [48]. In the Philippines, Japan has exported their coal technology 
and funded some of the biggest coal projects in the country via major 
companies such as Toshiba, Tokyo Electric Power Corporation, and Chubu 
Electric Power. For example, in 2017, a joint venture between Tokyo 
Electric Power Corporation, Marubeni, and Aboitiz resulted in the 
expansion of the Pagbilao and Sual plants, which are now estimated to 
generate a combined 3500 MW of power [49,50]. Meanwhile, between 2010 
and 2016, China funded four coal projects totaling 2000 MW, and the 
country is currently developing several coal projects, including a 1500 MW 
project by the China Energy Development Corporation [51,52].  

This is not to say that these foreign countries are not investing in 
renewables. Countries such as China, Japan, and the United States are 
driven by their own commitments to the Paris Agreement, the increasing 
awareness of climate change, and the declining cost of renewable energy 
technologies worldwide, and have invested heavily in their domestic 
renewable energy industries. These three countries contributed almost 
half of the total global investments in renewable energy made between 
2013 and 2016 [3,48]. Although these countries seem committed to 
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investing in renewable energy at the domestic level, they are supporting 
coal power abroad. Multilateral banks including the World Bank, ADB, 
African Development Bank, and European Bank for Reconstruction and 
Development used to do the same; however, a lawsuit against the 
International Finance Corporation discouraged these multilateral banks 
from exercising transformative power, and in 2013 they publicly 
announced that they would support and finance the development of more 
sustainable energy resources and would fund coal only in rare and 
exceptional circumstances [53].  

Government’s Power Exercise in Policy Making Process 

Learning from the experience of the subsequent oil and financial crisis 
on the economy and on political approval of the present regime, the 
government has attempted to achieve a stable energy supply and cheaper 
electricity rates to a growing economy and population by promoting coal 
as the main source of energy. This echoes the statement of the current 
Secretary of Energy, Alfonso Cusi, that “coal-fired [power plants] are more 
dependable and more reliable sources of power than renewable energy 
alone. “As a developing country, we can’t afford not to have coal. You find 
that balance—the energy mix cannot all be renewable energy. I’m not 
against solar and the other renewables, and I’d like to promote it some 
other way” [54]. By using so-called “clean coal” technologies (CCTs), the 
Philippine government is able to defend the continued building of coal 
power plants [55] by promoting the adoption of “high efficiency 
supercritical coal-power technology”. This technology is said to be more 
efficient and burns less coal than the traditional sub-critical power plants 
that are mostly operating in the country at present [55]. Ironically, China, 
the U.S and even Japan, as among the largest investors of coal projects 
worldwide are primarily exporting its subcritical coal technologies instead 
to these emerging economies of Asia including the Philippines [56,57]. Plus, 
even this high efficient coal technology still emits CO2 and runs counter to 
the global aim of reducing the global temperature to a maximum 2 degrees 
Celsius.  

As a result of the ongoing drive for coal power, the Philippines’ coal 
production and consumption are estimated to increase fivefold by 2040, 
despite the country’s modest domestic coal reserves [55]. The Semirara 
Mining Company (a subsidiary of DMCI, Inc.) is the largest producer of coal 
in the Philippines; however, most of its output that is exported as domestic 
plants cannot use the lower-grade coal it produces [25]. In December 2011 
alone, the DOE offered 30 new operating contracts to expand coal mining 
exploration and operations in the Visayas and Mindanao regions in an 
attempt to double domestic coal production by 2030 [55]. Furthermore, 
between 2018 and 2019, the DOE announced a combined new power 
generation capacity of around 5688 MW, at least 63% of which will come 
from coal-fired power plants [21]. 
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To attract investment in the coal sector, the current government is 
exercising a transformative power by implementing policies such as the 
“automatic pass-through”, which creates secure profit and protects 
businesses against volatility risks in fuel prices and foreign exchange rates 
[46,58]; this policy essentially allows energy companies to pass the 
financial burden and investment risks caused by such volatility to 
consumers [58], thereby making coal the most secure and preferred 
energy choice for energy companies and investors [46,58]. 

However, the government also exercises its constitutive power for the 
deployment of renewable energy on two grounds: the variability of its 
supply, and its high investment costs [59,60]. Although the previous regime 
legislated a renewable energy law that aimed to implement the Feed-in 
Tariff (FiT) program in 2008, it took 4 years to implement its guidelines 
and rates. The “first come first to commercialize” policy requires project 
developers to construct the renewable facility and pass specific criteria 
before they can qualify for the FiT incentive [61], thereby imposing high 
upfront costs on the developers; consequently, despite the government 
defending the “first come first to commercialize” policy as a strategy to 
deter speculators, it has had the effect of inhibiting the development of 
renewables. Additionally, the planned introduction of the “FiT Allowance” 
(FiT-All), a uniform monthly deduction from the electricity bills of 
consumers to fund the FiT program, has suffered from many delays. In 
determining the FiT-All, Transco, as the collector for this fund, is required 
to submit its FiT-All application to the Energy Regulatory Commission, who 
then decides and approves its rates. The FiT-All for the following year 
must be determined and approved by the ERC each year no later than 
31 October . However, for the 2018 FiT-All application, Transco was a 
month behind schedule to submit its application, and the Energy 
Regulatory Commission had still not approved the its rates as of August 
2018, almost a year passed the deadline [62]. 

At the local institutional level, the local government exercises its 
constitutive power by a complex permitting process that slows down 
(potentially by months) and increases the costs of renewable energy 
development. For example, building a 3 kW retrofit solar power facility in 
the Philippines is estimated to cost 56,840 PHP, equivalent to 11% of total 
project costs, and takes 28 man-days to complete [63,64]. The delays caused 
by the permitting process can be especially large when renewable energy 
developers have to obtain permission from Local Government Units (LGUs) 
and/or indigenous peoples (IPs). For example, the developers may be 
required to secure a permit from the National Commission for Indigenous 
Peoples when the land that they wish to build on is within the ancestral 
domain of an IP [63,64]. To obtain the land permit, the developers must 
consult and receive the signatures of the chieftains of the IP. Furthermore, 
LGUs may also have powers that allow them to overrule national 
directives, particularly those pertaining to the issuing of permits and 
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licenses, and this can sometimes perpetuate bribery and corruption at the 
local level [6,63,64].  

Emergence of Energy Oligarchs and Their Power Exercise 

The Philippine energy system is moderately concentrated yet within 
the 30% limit set by the EPIRA Law [65] (Section 45 of the EPIRA states that 
“a company/person or related group is allowed to supply energy demand to 
a maximum of 30% of the installed generation capacity of a grid (e.g., Luzon 
grid) and 25% of the national installed generating capacity.”). The San 
Miguel Corporation (SMC), the Aboitiz Group, and the First Gen 
Corporation (FGC) currently command the largest shares of the total 
produced energy in the country (SMC, 20%; FGEN, 17%; Aboitiz, 16%) [65]. 
These companies are the three largest companies in the Philippines, and 
own businesses in a wide range of markets, such as telecommunications, 
food and beverage, and real estate. Furthermore, these companies have 
longstanding familial histories of wealth and power tracing back to the 
times of Spanish and United States colonial rule. As McCoy (2009: xi) writes, 
“the Filipino oligarchy has survived from generation to generation, 
amassing ever greater wealth and power with every twist in this tangled 
national history” [66]. These companies grew in power and replaced the 
government as the main suppliers of energy in the Philippines beginning 
around the time of liberalization in the 1990s, when PSALM began to sell 
its government assets and contracts. These 3 companies together with 
other 7 energy oligarchs command more than 70% market share of power 
generated in the country [65]. Meanwhile, the government-owned PSALM 
and NPC have only a 13% combined market share in the total produced 
energy in the country, and all the other IPPs have only a combined 15% 
market share [65,67]. 

Although SMC entered the power industry only in 2008, SMC is now the 
largest single supplier of energy in the Philippines [68,69]. SMC supplies 
about 20% of the total fossil energy (i.e., coal, oil, and natural gas) used in 
the country, of which 60% comes from coal (Table 2). As of 2017, it had no 
small-scale renewable energy generation plants in its energy portfolio. The 
second-largest supplier of energy, Aboitiz Power, has been in the energy 
business for a long time [70]. As of 2017, its generated energy came from 
mainly fossil energies, contributing roughly 10.6% of the fossil energy 
consumed in the Philippines. The renewables in Aboitiz Power’s energy 
portfolio are mostly large geothermal and large hydropower projects 
commanding 25.5% of the total market share. The company only began to 
include small-scale renewables (e.g., solar and biomass) in its energy 
portfolio in 2016. Currently, Aboitiz Power contributes around 1.5% of the 
total renewable energy produced in the Philippines. Meanwhile, the Lopez 
Holdings Corporation via FGEN is the controlling shareholder of the 
Energy Development Corporation, which is partly owned by the 
government and the largest producer of geothermal energy in the world 
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[71,72]. Therefore, of the three aforementioned companies, the Lopez 
Holdings Corporation has the “greenest” energy portfolio.  

Our findings suggest that energy oligarchs in the Philippines can be 
classified into incumbents and newcomers. The incumbents—namely 
Aboitiz and the Energy Development Corporation (EDC)—have a 
significant proportion of large geothermal and hydropower in their 
generation capacity, whereas the newcomers—namely SMC and First Gen, 
Inc.—contain mostly coal power in their energy portfolios (Table 2). 
However, regardless of the differences in their energy portfolios, these 
oligarchs have capitalized on the capital of both external actors and 
technology provision, and on governmental liberalization and coal-
favoring policies to expand their coal power generation capacity. As these 
companies have become dominant in the Philippines’ energy market, so 
has coal become dominant in its energy mix. 

Table 2. Energy by type owned by the energy oligarchs, as of June 2017. 

Company 
Total installed 

capacity (in MW) 

Fossils 

(in MW) 
Coal (in MW) 

Geothermal 

Hydro (in MW) 

Small RE (solar, wind, run-

of-rive hydro, biomass) (in 

MW) 

SMC (San Miguel) 3586.0 2905.0 1734 681.0 0 

Aboitiz (Aboitiz) 2998.8 1558.6 951.6 1416.8 23.4 

FGEN (Lopez) 2297.5 2163.9 ~2163.9 133.6 cannot be determined 

EDC (majority Lopez, 

partly government) 
1271.4 0 

cannot be 

determined 
114.6 156.8 

Government’s PSALM 284.1 921.9 232 163.1 0 

TOTAL 13,037.80 749.40 217.6 509.1 180.2 

Source: Authors’ calculation based on the data from DOE on Existing Power Plants as of June 2017 [44]. Note that the data is installed 

capacity in MW. Fossils refer to the aggregate total of coal, oil-based and natural gas. It should be noted that these figures are just 

conservative estimates given that some companies have partnerships or co-ownership of these power plants. Thus, the authors only 

could consider the power plants that these companies have ‘direct ownership’. Also, excluded here are the power plants in off-grid 

areas. The merit of showing this table is to show a rough estimate of the energy portfolio of these companies to see which type of energy 

they are mostly investing. 

The cross-ownership provision in the EPIRA further discourages 
prospective investors from investing in renewable energy. The cross-
ownership clause allows a distribution company to source “only 50% of its 
total energy demand” from its affiliate company. Meralco, the largest 
electricity distribution company in the Philippines, commands a 70% 
market share in Luzon and about a 55% market share in the country as a 
whole [73]. (It should be noted that SMC has a 43% business stake in 
Meralco [74].) Meralco generates energy via its subsidiary, Meralco Power 
Generation [75]. Meralco Power Generation’s energy portfolio consists of 
coal and natural gas, and the company is aiming to increase its total 
combined installed capacity of coal and natural gas to 3000 MW by 2020 
[75]. It also has bilateral contracts with Aboitiz Power. Aboitiz Power has 
at least one energy distribution subsidiary on all of the three major islands 
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and archipelagos of the Philippines—Subic and Lima Enerzone on Luzon, 
the Visayan Electric Co. in the Visayas, and the Davao Light Company on 
Mindanao [76]—and these subsidiaries have been criticized for blocking 
small stand-alone generating plants from attracting a buyer because they 
prefer obtaining power from an affiliate generating company (e.g., owned 
by the energy oligarchs) [31]. 

IMPLICATIONS FOR THE DEPLOYMENT OF RENEWABLE ENERGY 

Figure 2 summarizes the results of our analysis of the relations and 
exercising of power between actors in the Philippine energy system.  

 

Figure 2. Role and power relation among actors. Source: Authors’ illustration. This is a simple illustration 
summarizing the relations and power exercise between and among actors in the Philippine energy system. 
The dark-shaded arrow shows a direct link while the light-shaded arrow shows a weaker link between these 
actors. The broken arrow between the national and the local government shows that in theory the LGU is 
under and must follow the national government policies and directives on renewable energy but in practice, 
due to the disconnect and weak coordination between them, the LGUs can rule these policies and directives 
out and implement their own. 

The landscape developments during the severe economic and power 
crises in the 1990s forced the government to place energy security and 
affordability as top priorities without envisioning the longer-term 
sustainability of the energy mix; due to the cheapness and stability of 
supply of coal, the government exercised its constructive power to 
formalize its position in the country’s energy mix while promoting 
renewables only as an “add-on” to existing energy sources.  
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Power producers and foreign investors took advantage of the 
government’s prioritization of energy security and affordability by 
positioning themselves to supply the Philippines’ energy demand with coal 
power. The “energy oligarchs” who grew to dominate the country’s energy 
system—partly due to the certain flaws in the provisions of the EPIRA—
are now the biggest coal producers in the country. In brief, we find that 
the liberalized energy system provided these large producers with a 
reinforcive power given that they had the resources to (1) buy energy 
assets from the government during its privatization, (2) construct power 
plants (mostly coal plants), which could help meet the priority of the 
government to ensure a stable supply of energy, and (3) purchase affiliate 
companies in all electricity sub-sectors, thereby expanding the extent of 
their power. Meanwhile, foreign investors, mainly from China and Japan, 
are investing in coal projects abroad as a means to strengthen their 
political ties and find alternatives to their dwindling domestic demand for 
coal. Although such countries are investing in renewables domestically, 
they are prioritizing coal in their overseas energy investments.  

The results of this study have two implications for energy transitions in 
developing countries. First, the liberalization of the electricity market does 
not necessarily create a level playing field, and may merely result in a shift 
in the dominant power structure from a government monopoly to a 
private oligopoly. Second, unless the government perceives renewable 
energy as a proven, competitive technology that can provide a stable and 
affordable energy supply, coal becomes the dominant source of electricity 
supply. In the past, energy crises have proved to be a source of political 
instability that could end the term of a sitting president. Developing 
countries with both a promising economic potential and a growing 
population, such as the Philippines, may prioritize the increase of their 
electricity generation capacity over sustainability, even though they 
recognize and have experienced the impacts of climate change.  

CONCLUSIONS 

A shift toward a sustainable energy system is greatly facilitated when 
renewable energy technologies become much more appealing energy 
options. However, political factors deter many developing countries from 
deploying renewable energy. This paper aimed to elucidate how 
exogenous actors and regime incumbents exercise power to block the 
emergence of renewables in developing countries, using the Philippines as 
a case study. By combining the MLP with an analysis of power exercises, 
we found that three types of power exercises have moved the Philippines 
toward a coal-based energy system. 

First, multilateral banks and foreign investors can exercise 
transformative power to pressure the government towards liberalizing 
the energy system, and these actors are currently supporting both coal and 
renewables. They may provide capital and technologies for coal power, 
and to a lesser extent and more indirectly for renewable energy. Second, 
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“energy oligarchs” can exercise reinforcive power to reproduce and create 
a new private oligopolistic energy structure by acquiring energy assets, 
building coal power plants, and dominating energy supply chains. Lastly, 
the government can exercise constitutive and transformative power to 
induce foreign investors and energy oligarchs to continue to invest in coal 
power. Coupled with the governmental exercising of constitutive power 
that makes FiT incentives difficult to obtain and administrative red tape, 
these power exercises and their interplay are more likely to hinder the 
deployment of renewable energy technologies. 

The Philippine case study suggests that in developing countries the 
liberalization of the electricity market may merely result in a shift in the 
dominant power structure from a government monopoly to a private 
oligopoly and thereby lead to the transition toward a coal-based energy 
system. This trajectory is unlikely to change unless the government 
perceives renewable energy as a proven, competitive technology that 
meets its energy goal of a stable and affordable energy supply. 
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