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Abstract 
 
 
 
This thesis explores the concept and phenomenon of water privatization and how it has been experienced in 
Manila, Philippines among the urban poor. Using a case study approach the author has carried out field 
visits, distributed questionnaires within a few urban poor communities and conducted interviews with both 
NGO’s and representatives of the water industry in Manila to investigate what they think the risks and 
benefits of privatization are and how privatization has affected the situation for the urban poor. These 
findings are then discussed and analyzed using the debate on water privatization as a backdrop, with 
particular focus on human rights to water and sustainable development.  

The results of the case study indicate that privatization took place because of the Filipino 
governments’ belief in the private sectors’ ability to run services more efficiently and bring in much needed 
capital for infrastructural expansion and reduce governmental costs and help pay off past utility debts. The 
consequences of privatization for the poor have been highly uneven. True it has made some positive changes 
in the lives of some of the poor, but at a higher utility cost and the majority of the changes has taken place in 
the East zone of the city, run by Manila Water Company Inc., specifically in those areas targeted by their 
pro-poor programme called Tubig Para Sa Barangay. In the West zone, however, run by Manila Water 
Services Inc., privatization has affected the poor more negatively or made no difference at all, mainly 
because they have not managed to become bankable and hence their financial capacities has fallen short in 
the extension of services to the poor, in particular. Here intermittent water supply is generally high and some 
communities who used to have piped water before privatization currently has none and the company 
predominately blames lack of water supply for this. Moreover, the urban poor feel excluded and unfairly 
treated since they have to pay the same water price and connection fee as the rich, irrespective of their 
income. In addition, the bloc-tariff structure intended to make water less costly for the poor have backfired 
because the poor share their connection with others, consequently raising the water volume used, forcing the 
poor to pay higher bloc-rates. Furthermore, restrictions on affordability and access to water results in 
critically low volumes of water consumed and used among the urban poor and this has serious impacts on 
people’s health and in the long run their ability for income-generation. Findings also show that neither of the 
private companies has succeeded with reaching the service performance targets set in the concession 
agreement before privatization begun. A number of claims have been made for why the service performance 
by the two companies have failed; the structure of the bidding process, weak regulation office, company 
mismanagement, past incurred MWSS debts, miscalculations in the water infrastructure and effects of the 
Asian financial crises. All of these arguments combined, most likely, explain why service performance has 
been so low. The study also points out that there are vital issues to be dealt with in the future concerning 
water management. Indeed, salt-water intrusion and ground water depletion are serious threats to Metro 
Manila’s water supply today and privatization has not managed to deal with this or become as economic and 
environmentally efficient as argued for initially. As a result the first steps necessary for achieving sustainable 
development has not ensued. Significant changes thus has to be made to achieve social, economic, 
political/institutional and environmental sustainability in regard to water management in Manila, including; 
installing an autonomous regulation office, a cross-sectoral water management framework to increase and 
strengthen water monitoring and regulation, amendments in the concession agreement made and introduction 
of a legal guideline to focus more on the poor and include water and sanitation/sewerage coverage also for 
industrial and commercial users. Preferably these changes should be made under the sanction of a legal 
framework that entitles all citizens to a basic water requirement on the premise that water is a human right. 
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1. Introduction  
It is said that humans can live for a month without food, but less than a week without water. 
Humans consume, waste, discard, and poison water. We also restlessly change the hydrological 
cycles, and generally remain indifferent to the consequences. The global problem with water is, 
aptly put, that there are “too many people, too little water, water in the wrong places and in the 
wrong amounts”.1 Still, the worldwide availability of freshwater is 34 cubic kilometers, enough to 
give each and everyone of us living on this planet today 8000 cubic meters annually. So, the 
problem with the world’s water supply is not so much related to availability, but rather it is the 
distribution and stewardship of these resources that is the task ahead. 2 Consequently, five years 
into the new millennium the issue of water and sanitation management is at the centre of 
international development debates around the world, and rightfully so. Because not only is water 
indispensable for human survival and thus a key component in the alleviation of poverty but it also 
constitutes an integral part in the development of a society and as a result proper management of 
water is a fundamental requirement for achieving sustainable development.3  

No wonder then that the estimates brought forth by the United Nations indicating that out 
of the world’s more than six billion inhabitants, 1.1 billion have no access to safe drinking water 
and 2.4 billion lack access to sanitation have been given so much attention worldwide.4 And even 
though the international community seem to have taken these alarming statistics to heart and in 
response have set targets to reduce these numbers by half by 2015 through the Millennium 
Development Goal Number 75 (MDG) the future looks bleak when we consider the fact that the 
world’s population is still growing, and the growth is predominantly taking place in the regions of 
the world where water scarcity are expected to intensify even further within the next 25 years, 
possibly inhibiting poverty alleviation and slowing down necessary progress in achieving 
sustainable development in those areas.6  
 
For Asia this problem is particularly significant for four major reasons; the majority of the world’s 
people reside here, urbanization is increasing, poverty is widespread and the use and misuse of water 
in the region is extensive. Hence, there is a tremendous need for more efficiency and sustainability in 
the management of water and sanitation services in Asia today and even more so in the future. But it is 
not an easy undertaking given that most water and sanitation infrastructure currently in place in Asia is 
poorly managed and many governments lack the capital for the necessary investments for network 
improvements because of heavy debt loads and the fact that most countries here are still considerably 
poor from an economic point of view. 7

As a result, many Asian water and sanitation systems are gravely run down, with leaking 
substandard piping, heavy wastewater pollution, insufficient water pressures, distribution disruptions 
and high water user exclusion.8 All of which are taking a heavy toll on peoples’ health and well-being, 
both when it comes to household economy, social situation and environmental surroundings as well as 
the development and sustainability of society at large.  

                                                 
1 DeVilliers M., Water, (Toronto: Stoddart Publishing Co, 2000), p. 15. 
2 DeVilliers, 2000, p. 16. 
3 UN Water, [www.un.org/waterforlifedecade] 2005 
4 UN, A Framework for Action on Water and Sanitation (WEHAB Working Group, August 2002) 
5 UN Millennium Declaration, UNGA Resolution 55/2 (UN Doc. A/RES/55/2, 8 September 2000)   
6 Barlow M., and T. Clarke, Blue Gold-The Battle Against Corporate Theft of the World’s Water (London: Earthscan Publications 
Ltd, 2002), p. 7.  
7 Gleick P., G. Wolff, E. L. Chalecki and R. Reyes, The New Economy of Water: The Risks and Benefits of Globalization and 
Privatization of Fresh Water, (Oakland, CA: Pacific Institute, 2002) 
8 McIntosh A.C., Asian Water Supplies-Reaching the Urban Poor, (London, UK: IWA Publishing/ADB, 2003) 
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Managing water and sanitation requires more than just expansion of infrastructure, since the water 
and sanitation system is merely a subsystem of an even larger urban or rural system comprised of 
environmental, political/institutional, economical and social elements, which are all interacting 
with each other through various stakeholders and institutions.  

Due to the current situation in the water sector most Asian countries are in desperate need 
of improving their water and sanitation systems, hence its priority on the political agenda. But 
because of the preceding mentioned factors politicians are searching high and low for viable 
alternatives. Prior to 1990 however, few governments opted for water privatization as a way to get 
out of the water management problem but between 1990 and 1997 privatization accelerated rapidly 
in many countries of the south, particularly in Latin America and South East Asia. And even 
though water privatization arrangements have since started to decline, due in part to investor 
hesitation following the effects of the Asian crises and from the realization that managing water 
and sewerage is highly complex and may not even be as profitable as initially expected, there are 
already many privatization arrangements in place across Asia today. 9 Apart from the Philippines, 
other countries in Asia that decided to privatize in the 1990’s were Indonesia, Thailand, Malaysia, 
Maldives and India for example.10  

But everyone has not welcomed the push for privatization. Certainly, the response by 
civic society in those countries targeted by foreign investors and multilateral agencies such as the 
World Bank (WB) and the International Monetary Fund (IMF) has been forceful, sometimes 
resulting in mass protests and even violent conflicts. Water they contend; cannot and should not be 
owned by anyone, especially not by profit-driven trans-national corporations (TNCs).11 Although 
an interesting debate, the main concerns from such a shift in ownership and control; the effects on 
the urban poor and the potential for improving their livelihoods and overall sustainability have to a 
large extent been lost in the debate due to argumentations based on political ideologies rather than 
facts taken from regional and local contexts on the ground. For this reason, this thesis attempts to 
provide an alternative view and analysis of what the risks and benefits of privatization are for the 
urban poor by using Manila, Philippines as a case study example.  

 
2. Research Objective and Scope 

2.1 Objective 
The overall objective for the study is to; through a case study of different stakeholder groups’ 
understanding and personal experience of water privatization in Manila, Philippines critically 
discuss the consequences of water privatization and its relation to improving the livelihoods of the 
urban poor in Metro Manila and relate these findings to the international debate on water 
privatization, with particular focus on human rights to water and sustainable development.  
 
2.2 Scope and Limitations 
The scope of the study is limited to the debate on water privatization in the developing world, since 
there are specific and particular issues and factors at play there which are different from those 
countries in the developed world that have privatized their water sectors. In addition, the study only 
includes the effects of privatization on the poor in an urban setting, because only in rare cases does 
water privatization take place in rural areas.  

                                                 
9 Silva G., N. Tynan & Y. Yilmaz, 1998, cited in Budds J. & G. McGranahan, “Are the debates on privatization missing the point? -
Experiences from Africa, Asia and Latin America”, Environment & Urbanization, Vol. 15 No. 2. October 2003, p. 102. 
10 McIntosh, 2003, p. 163-18 
11 Runyan C., “Privatizing Water” in World Watch No.1 Vol. 16 2003, p. 36-39. 
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The most serious limitation to the research study comes from the fact that the Metro Manila area is 
not only vast when it comes to geographical size but also houses an immense number of people who 
resides in hundreds of barangays,12 which all have slightly different water situations depending on 
what environmental, economic, political, infrastructural and social factors have shaped that specific 
community. It is therefore impossible to make generalizations about the water situation for the 
urban poor in Manila based on this study alone, just because this is a case study and not a general 
comparative research study.  

Another limitation to the study is that the management arrangement of Metro Manila’s 
water and sanitation system is about to change considerably in the near future, because one of the 
concessionaires are selling off their part of the concession. Even so, this study will still contribute to 
an increase in our understanding of how water privatization has affected the urban poor in the Metro 
Manila area and hopefully give valuable insights on issues that ought to be taken into account 
before considering privatization as a viable water management option.  
 
2.3 Research Questions 
The following research questions provide the focus and foundation for what is to be answered in 
this research study:  
 

 What are the risks and benefits of water privatization in Manila and how  
does those risks and benefits influence water accessibility and urban poverty,  
in particular?  

 
 How do the results of water privatization influence social, economic, 

political/institutional and environmental sustainability of water  
management in Manila, in general? 

 
3. Background to Water Privatization 
 
The term ‘privatization’ according to Gleick et al. “involves the transferring of some or all of the 
assets or operations of public water systems into private hands”.13 Although a quite loose definition 
it serves its purposes and explains the process of increasing private sector involvement in the 
management of water and/or sewerage away from public control/ownership. Another commonly 
used term is ‘private sector participation’ (PSP) and that usually refers to the participation of private 
companies14 in water management, in contrast to small-scale operators that are still also considered 
to belong to the private sector.15 Also commonly used in the literature is ‘public-private-
partnerships’ (PPP) which unlike PSP supposedly involves contractual agreements with more 
emphasis on a mutual partnership between the parties involved, where the private company assume 
greater responsibility and/or risk.16 For the purpose of this thesis I shall use the term ‘privatization’ 
to encompass all of the above mentioned definitions, since it is the principal shift from public to 
private water management that is the focus of this research study, not the management type in 
specific.   
 

                                                 
12 The term refers to “community” or “neighbourhood” in the Filipino language Tagalog 
13 Gleick et al., 2002, p. 3.  
14 In the developing world these companies are predominately TNCs based in the western hemisphere. 
15 UN-HABITAT, 2003 cited in M. Kjellen, Globalization of Infrastructure Services, (Paris: Fourth Annual Seminar -N-AERUS, 
2003a) p. 6 
16 Crosslin, R., 1991 cited in Budds & McGranahan, 2003, p. 101   
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3.1 The Origins and Drivers of Water Privatization 
Even though some forms of privatization of water services have existed in the past, particularly in 
the developing world where capital have been lacking, through small scale private entrepreneurs 
that have invested and managed parts of water systems, recent privatization trends are more 
extensive and target far larger populations than ever before in history.17 This “shift” away from 
public management of water into private hands has been gradual it follows a universal trend of 
privatization that has been ongoing ever since the unraveling of the ‘development project’ in the 
end of the 1970’s and the advent of the ‘globalization project’ of the 1980’s which saw drastic 
changes in power and control away from the public in favor of the private sector and market rule on 
a global scale.18 And this ‘neo-liberal’ economic view of the world, which emphasizes 
liberalization, stabilization, privatization and internationalization does not only dominate today’s 
economic decision making but it also guides an increasing amount of the developmental policies 
around the world, especially those funded and supported by multilateral agencies like the WB and 
the IMF.19 As a result privatization is now taking place in all infrastructural sectors across the globe 
including; water, electricity, gas, telecom and transportation infrastructure.20  
In the developing world, where many countries are struggling with unstable economies and heavy 
debt loads ever since the debt crisis of the 1970’s, privatization policies have generally followed as 
a direct result of the introduction of structural adjustment programs (SAPs).21  The idea with SAPs 
then as well as now, although today with changed name,22 is that poor countries can get out of their 
indebtedness and economic heartaches by following a set of economic instruments, pre-determined 
by the multilaterals, which are included in the structural adjustment loans (SAL) that provides the 
core monetary means for these reforms.23 According to Mohan et al. the main components of the 
SAPs encompass five major areas;  

 
1) The opening up of markets for allowing the free market to determine prices. 
2) Reduction of state control on prices to allow prices to be set by scarcity values. 
3) The divestiture of resources held by the state into private hands.  
4) Maximum reduction of government spending.  
5) Reforming state institutions towards the facilitation of the private sector.24

 
With such an emphasis on the drawback of governmental/public responsibility to give way for 
private firms it is no wonder that trans-national corporations, including those in the private water 
business sector are increasingly taking advantage of these policy shifts and are extending their 
markets to also include many developing countries, because here they are alone on the market.25 
Indeed, by looking closer at the international water business we can see that only a few giant 
companies are running the show, the majority of them based in France or England. A perfect and 
illustrative example of the extensiveness of the typical water giant is the French water 

                                                 
17 Gleick et al., 2002, p. 21 
18 McMichael, P., Development and Social Change, (Thousand Oaks, CA: Pine Forge Press, 2000) p. 149. 
19 Bello, W., The Anti-development State- The Political Economy of Permanent Crises in the Philippines, (Diliman, Quezon City: 
University of the Philippines, 2004) p. 191.  
20 Bayliss, K., “Privatization and Poverty: the distributional impact of utility privatization” in Annals of Public and Cooperative 
Economics, 73:4, 2002, p. 605. 
21 Mohan G., E. Brown, B. Milward and A. Zachs-Williams, Structural Adjustment, Theory Practice and Impacts, (London: 
Routledge, 2000) p. 24. 
22 What was before termed SAPs are today referred to as Poverty Reduction Strategies (PRSs). 
23 Mohan et al., 2000, p. 25. 
24 Mohan et al., 2000, p. 33. 
25 Grunsky, S., “Bearing the Burden of the IMF and WB”, Multinational Monitor, September 2001, p. 2-3. 
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conglomerate, Suez Lyonnaise des Eaux26 that is active in more than 100 countries’ and claim to 
provide 110 million people with water and wastewater services around the world, 25 million being 
served in South America, 5 in Africa and 23 in the Asian Pacific region.27 Common for these water 
corporations are that they usually also have stakes in other companies related to other water 
services, like water treatment chemicals and filters etc. and many of them also have interlocking 
directorates or partial interests in each others companies, which gives them not only extreme 
financial power but also added negotiation power when water contracts are to be signed.28 So, not 
only does the water TNCs have a lot of capital and expertise, they also have the support from the 
international development community that they are the ones that can solve the problems of water 
and sanitation in the developing world, a claim best manifested in the “Framework for Action” 
released at the second World Water Forum in Hague in March 2000. Here greater involvement from 
the private sector was emphasized in the calling for $105 billion per year in new investments into 
drinking water, waste water treatment, sanitation and irrigation, 95 % of which they suggested 
should come from the private sector alone.29  

In sum then, developing countries have due to long term SAPs slowly transformed their 
economies to fit within the neo-liberal economic paradigm, and these policy shifts along with the 
increasing emphasis on water privatization from the outside sources mentioned before, have 
induced many low-income countries to adopt water privatization on the basis of both financial and 
pragmatic assumptions about the private water sector. According to a Global Water Partnership 
report these assumptions are based on two beliefs. First, it is believed that the private sector can 
mobilize capital faster and cheaper than the public sector and secondly, efficient and competent 
water system operations require private participation.30Whether or not this is true in the Manila case 
is something that will be discussed in greater detail later on in this thesis.  
 
3.2 The Plethora of Water Privatization Schemes  
Privatization of water and sewerage services encompasses an enormous variety of possible 
management arrangements, some of which are shown in Figure 1 below. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

                                                                                              
  Passive-Private    Service Contract     Mgm’t Contract     Lease Contracts    Concession    Divestiture 
 Investment          
  

 
Service Producer       Gov’t Role Enabler, Regulator & Provider 
 
 
Fig. 1 Spectrum of Possible Public and Private Water and Sanitation Management Schemes 

    
Source: Hukka & Katko (2003), modified by the author. 

FULLY                                  FULLY 
PUBLIC       PRIVATE 
SECTOR       SECTOR 
                        

                                                 
26 Also one of the main shareholders of Maynilad Water Services Inc. (MWSI). Which is one of the two concessionaires 
in Manila. The other concessionaire is Manila Water Company Inc. (MWCI). 
27 Suez official website available at [http://www.suez.fr/metiers/english/index.htm] 
28 Gleick et al.,2002 , p. 25. 
29 GWP, 2000 cited in Gleick et al, 2002, p. 21. 
30 GWP, 2000 cited in Gleick et al.,2002, p. 22. 
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The main varieties presented in the order of the extent of private decision-making from left to right, 
are: passive-private investment, service contract, management contract, lease contract, 
concession and divestiture. Here it is only divestiture that represents full privatization, i.e. when all 
the assets are sold to the private sector, the rest are various build-operate-transfer (BOT) contracts, 
which belong to either the PSP or the PPP category described in the introduction of chapter 3.31  

Governments’ role also differ quite a lot depending on if it is a private or a public utility.  
If the utility is fully public, then government’s role is to provide all the services, while in a fully 
private sector it would perform the role of enabler, provider and regulator. Which means that 
government must make sure that water supply is fully provided and they are also responsible for 
regulating the performance of the private companies and for allowing them to make extensions etc. 
 
In general however there are a lot of misunderstandings and misinformation involved in the debate 
over what privatization includes. Certainly, there are many functions within a water system that can 
be privatized, including: 
• Capital improvement, planning and budgeting      
• Finance of capital improvements 
• Design of capital improvements 
• Construction of capital improvements 
• Operation of facilities 
• Maintenance of facilities 
• Pricing decisions 
• Management of billing and revenue collection 
• Management of payments to employees or contractors 
• Financial and risk management 
• Establishment, monitoring, and enforcement of water quality and other service standards. 

  
But in most cases only a few of these functions are privatized.32 The plethora of these various types 
of arrangements however, are significant factors in the privatization debate because it either 
includes or eliminates the public in varying degrees, both when it comes to setting prices as well as 
in the discussion about when and where to develop new water and/or sanitation networks.33  
The risk, which many opponents of privatization argue, is that this may ultimately lead to a 
complete exclusion of communities from decisions about their own resources.34 These and other 
concerns will also be discussed and analyzed in relation to the Manila case study, particularly when 
it comes to transparency issues of the private water companies and the inclusion of the urban poor 
in decision-making. 
 
4. Conceptual Framework 
 
All scientific research includes theories and concepts which a study is built on; a theoretical 
framework that the researcher uses as a departure point and as a navigating tool throughout the 
research process. Such clarification also guides the reader in his or her understanding of what core 
issues actually are being studied. This section presents the core concepts and terminology 
underlying the discussion and analysis of this thesis. Because there is no cohesive theory underlying 
                                                 
31 J.J. Hukka & T.S. Katko, “Refuting the Paradigm of Water Services Privatisation” in Natural Resources Forum, No. 27, 2003, p. 
143.  
32 Gleick et al., 2002, p. 26. 
33 Hukka & Katko, 2003, p. 145. 
34 Gleick et al.,2002 , p. 21.  
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this debate or the other issues explored in this report I refer to this section as a conceptual 
framework rather than a theoretical one, since the terms presented do not follow one all-inclusive 
framework but rather a set of different ideas which occasionally interlink and overlap but can also 
be seen individually in certain contexts.  

The following section has been divided into three parts; the aspects of water management 
sustainability as a means to achieve sustainable development, the arguments used in the water 
privatization debate and the linkages between water and poverty.  
These are to be used to first identify what the individual concepts are and then use them as building 
blocks for the discussion and analysis in the later part of the thesis.  
 
4.1 Water Management Sustainability 
The debate on how water ought to be managed saw its birth after the release of Our Common 
Future in 1987. In that report the linkages between meeting basic needs, such as access to clean 
water and sanitation, and poverty eradication was made explicit, in addition that link also showed 
that without meeting those basic needs sustainable development will never be achieved.35 
Consequently, the United Nations Conference on Environment and Development (UNCED) and the 
International Conference on Water and Environment (ICWE), both held in 1992, set out new 
approaches to water resource management. In particular it was the introduction of a new concept 
referred to as ‘integrated water resource management’ (IWRM) that was the most important 
outcome of these conferences when it came to issues related to water and sanitation. The promotion 
of IWRM at the Earth Summit in Rio meant that managing water now had to be approached by 
valuing and seeing water as an integral part of the ecosystem, a natural resource, and a socio-
economic good.36 In Dublin the concept of IWRM was highlighted as one of the four principles to 
be used as a guide in coming up with recommendations for how to manage water resources 
sustainably on a local, national as well as on a global scale. Here two factors were specifically 
mentioned; the demand for a holistic approach in the management of water resources and the need 
for an all-inclusive participatory approach in the water management design. The first emphasized 
the importance of “linking social and economic development with the protection of natural 
resources.”37 Whereas the second called for a water management design where all stakeholders; 
users, planners, policy makers and the public would be involved in the decision making process at 
all levels of the planning and implementation of specific water projects. 38

Also the World Bank saw IWRM as a response to achieving sustainable development in 
the water sector, as seen in the following statement from 1993:  

 
“First, water resource management policies and activities should be formulated within 
the context of a comprehensive analytical framework that takes into account the 
interdependence among sectors and protects aquatic ecosystems. Such a framework 
would guide the establishment of improved coordination among institutions, consistent 
regulations, coherent policies, and targeted government actions. Second, efficiency in 
water management through the greater use of pricing and through greater reliance on 
decentralization, user participation, privatization, and financial autonomy to enhance 
accountability and improve performance incentives”39  

 

                                                 
35 WCED, Our Common Future, (Oxford: Oxford University Press, 1987) p. I-II  
36 UNCED, Agenda 21, Section II, Paragraph 18.8 (Rio de Janeiro, Brazil, 3-14th of June 1992) p. 197  
37 ICWE, “Principle No 1” of The Dublin Statement on Water and Sustainable Development, (Dublin: 26-31 January, 1992)  
38 ICWE, “Principle No 2”, 1992. 
39 World Bank, 1993, quoted in IBON Foundation, Water for the People, (Manila: IBON and Water for the People Network, 2004) p. 30 
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Here though, the WB emphasis was more on the responsibility of larger agencies and institutions 
and Dublin principle number four, which highlights the need for valuing water as an economic 
good and less on the importance of participatory inclusion in the decision making process.  
A common denominator for all of these definitions of the same concept, was/is the emphasis on 
changing the way water and sanitation is managed toward more efficiency and better governance 
with particular focus on reducing water use and demand and involving economic instruments in 
management.40  

The transfer and implementation of the core IWRM concepts to the countries of the south 
has proved difficult however. Because most developing countries do not only lack comprehensive 
water policies, specifically concerning effective regulation, water pricing, accountability, 
transparency, stakeholder participation, long-term sustainability and conflict resolution, but they 
also have to deal with the fact that water is still a life-and-death issue for millions of people in the 
south on a daily basis. Subsequently, nearly two million children per year die from diarrhoea 
because they do not have access to clean drinking water.41 To make matters worse most countries of 
the south are also struggling with other major long-term development problems, such as poverty, 
widespread environmental degradation, high population rates and increased urbanization. 
Consequently, the relevance of water resource management in the south is focused more on issues 
of scarcity and inequity in water access right now. That is to say how to improve the water supply 
for those that are not getting enough water for their needs today and making sure that as many 
people as possible get access to water where it is available. Moreover, sanitary issues are also of 
great concern here, specifically since so many people are dying every day because of inadequate 
sanitation.42 How to best provide such services with all those problems in the backdrop is of course 
a constant debate among professionals, even though they agree that the benefits of improving water 
supply and sanitation far outweighs the costs, since such improvements not only leads to better 
health and income generation but also increases peoples’ educational capacities, promotes gender 
equality and significantly improves the resilience of water and land resources, factors critical not 
only for meeting the MDG’s but also fundamental for achieving sustainable development.43  
So, preferably, governments would like to offer their citizens these services through formal 
distribution networks provided by the state or a private company but if that is not possible then 
provision will be done informally through water vendors, collectives, NGOs etc. Still, formal 
distribution either through the state or a private company has its own set of problems, which has 
led to yet another debate. And some of these issues will be discussed in the following section. 
 
4.2 The Water Privatization Debate – Public versus Private 
As mentioned briefly before the water privatization debate has primarily focused on the public-
private dichotomy, whether or not the public or the private sector should be in charge of water and 
sewerage provisioning. In many instances these arguments are made on the basis of assumptions 
about the nature and/or value of water as well as interpretations of certain terminology used in the 
debate. Next we will examine these arguments a little further and see what type of concepts they 
actually are built on. 
 
 
 
                                                 
40 Pearce, F., “Water Catches the Wave” in Tomorrow-Global Environment Business, Vol. IX, No. 3, May June 1999  
41 Serageldin, I., “Water Resources Management: A New policy for a Sustainable Future” in Water Resources Development, Vol 11, 
No 3, 1995, p. 224  and McIntosh, 2003, p. 9 & 20 
42 SIWI, Making Water a Part of Economic Development- The Economic Benefits of Improved Water and Management Services, 
(Stockholm: SIWI, 2004-2005) p. 12 
43 SIWI, 2004-2005, p. 14 

 13



4.2.1 Water as a Public Good and Human Right 
 

“Water is a limited natural resource and a public good fundamental for life 
 and health. The human right to water is indispensable for leading a life in  
 human dignity. It is a prerequisite for the realization of other human rights.”44

 
This statement comes from a General Comment issued by the United Nations Committee on 
Economic, Cultural and Social Rights in 2002, an especially important international document 
because it explicitly defines water as a human right in legislative terms.45 The General Comment is 
based on two fundamental principles, namely that water ought to be seen as a public good and a 
human right. The first principle is the public good, which can be defined as something that is shared 
by everyone, i.e. it is said that it is non-rivalrous because “each individual’s consumption leads to 
no subtraction from any other individual’s consumption of that good”.46 A public good is also non-
excludable and non-rejectable i.e. using the resource by one does not restrict it from anyone else 
and individuals cannot abstain from consumption even if they wish to. 47 As such, public goods are 
generally seen as bad for private business because “once they are produced, they benefit the public 
at large and cannot be sold to or used up by individuals” lowering the possibility for profit 
maximization and that is why it is argued that such goods should be subsidized and provided by the 
public sector instead.48  

Although not complete public goods, urban water, drainage and sanitation networks do 
provide some public benefits or social goods49 to use a term used in much of the water privatization 
literature, because it has significant ‘spillover’ benefits, the most vital being the protection from 
infectious diseases. The absence of a sanitation system in some areas of a city for instance, 
eventually affects everyone in the entire system (public risk) due to the nature of waste-water flows, 
but with a complete sanitation system covering an entire population the public benefits are 
enormous, thus rendering it uneconomical to exclude those who are not willing or able to pay.50  

Water provisioning on the other hand provide single individuals or households with 
private benefits and these consumers can be separated out and charged for their individual 
consumption, but in those cases where people are unwilling or unable to buy enough water for their 
needs to protect their own health they may end up putting everyone else’s health at risk. So, “the 
public benefits of water provisioning only really become significant where the private benefits are 
insufficient to finance adequate provision” 51 and this usually only happens in areas where people 
cannot afford to buy water or lack the awareness of the individual health benefits. Still, it can be 
argued that these services can be provided by a well-regulated private company just as well as by a 
public utility.  
 
The second principle in the UNCESCR’s General Comment is that of human rights. Here the core 
of the argument takes its departure point from the indisputable fact that water is essential for human 
survival and that is why it ought to be valued as a human right. In addition the comment also 
addresses the issue of water quantity and quality by saying that: “The human right to water entitles 
everyone to sufficient, affordable, physically accessible, safe and acceptable water for personal and 

                                                 
44 UNCESCR, “General Comment No. 15: The Right to Water” of the International Covenant on Economic, Social and Cultural 
Rights, (New York: UN,  November 26, 2002) p. 1. 
45 It has been articulated before however, but then only in the Convention of the Rights of the Child. 
46 Carter, N., Politics of the Environment-Ideas,Activism,Policy. (Cambridge: UK, Cambridge University Press, 2001) p. 162-163 
47 Budds & McGranahan, 2003, p. 92.  
48 Budds & McGranahan, 2003, p. 93.  
49 See Gleick et al. for a longer explanation of the term. 
50 Budds & McGranahan, 2003, p. 93 
51 Budds & McGranahan, 2003, p. 93 
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domestic uses.”52 Consequently, human rights advocates’ argue that water as well as sanitation 
ought to be seen as goods to which people have a right, regardless of their ability to pay.53 This in 
turn would imply that water should be provided for free or at least be subsidized for those users that 
have less money to spend on water. Interestingly enough, the UNCESCR does not say that water 
should be provided for free, neither does it later on in the comment say anything about who should 
be responsible for providing these services, only that countries that have ratified the covenant 
should take the necessary steps to ensure that this right is achieved.54 But one may argue that the 
covenant at least implies that water should not be commercialized, since that would automatically 
exclude some from the provision of affordable water.  

The opposition against privatization not only relies on the above argument, indeed rights 
advocates say that generally a state has the full jurisdiction and control over water resources. But in 
the advent of water privatization however, the state can transfer the right to water for the benefit of 
only a small and usually wealthy segment of society, who it is argued will disregard the interest of 
the majority of the public.55 As a result those unable to pay for services will suffer. Human rights to 
water should also be seen in connection with human rights to information and participation 
according to this approach. Hence a utility provider does not only have the responsibility to extend 
the network to all its potential users it also has responsibilities to its users when it comes to 
transparency of information and the inclusion of people affected by the water and sanitary 
distribution.56  
 
4.2.2 Water as an Economic Good 
The proponents of water privatization on the other hand have focused their attention on the 
promises and applicability of using economical tools to address the many problems and issues 
within the water and sanitation sector. This approach to water can best be seen in the “Dublin 
Statement” which was adopted at the end of the International Conference on Water and the 
Environment in Dublin, Ireland in January 1992. Here one of the four principles stated that: 

 
“Water has an economic value in all its competing uses and should be recognized 
  as an economic good”57  

 
The underlying idea here is that by considering water as an economic good, it can command a price 
in a market and as a result it can be managed by market forces which arguably will bring about the 
highest value use and efficiency.58 That is to say that a scarce resource, such as water will be 
managed in such a way that overuse will be deemed uneconomical and therefore people will 
minimize their overuse of such a resource. When the public on the other hand, provides these kinds 
of scarce resources with heavy subsidies or even for free, people have an incentive to overuse them. 
But by considering water as an economic good “the water will be allocated across competing uses 
in a way that maximizes the net benefit from that amount of water”.59 Additionally, this idea is used 
as a supporting argument to widen the scope of the concept to include full cost-recovery of water 
and sanitation infrastructure from users.60 What this implies is that the users themselves ought to 

                                                 
52 UNCESCR, 2002, p. 1 
53 Rogers, P., R. Bhatia and A. Huber, 1998, cited in Budds and McGranahan, 2003, p. 95 
54 UNCESCR, 2002, p. 1 
55 Razzaque, J., “Trading Water: The Human Factor” in Reciel, Vol. 13 No 1, 2004, p. 26. 
56 Barlow, M., and P. Söderbaum, “Workshop 4: responsibilities linked to ‘human rights approach’ to water-rules and roles” in Water 
Science and Technology, Vol 43 No 4, p. 141.  
57 ICWE, “Principle No 4”, 1992  
58 Budds & McGranahan, 2003, p. 95. 
59 Gleick et al.,2002, p. 6. 
60 Budds & McGranahan, 2003, p. 95. 
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pay for the full cost of the installation, consumption, operation and maintenance of the water and 
sanitation provisioning on the basis that only then will provision be economically sustainable. 
Following this logic, subsidies or other types of economic mechanisms to lower costs for some, is 
opposed because they distort the true costs of service provision.61  

The risks involved in this kind of argument are many, particularly when it comes to 
developing countries where many consumers are unwilling or unable to pay the full costs and 
therefore must resort to using polluted water or worse survive without any at all. In addition, small 
water businesses may very well be “priced out of the market” leaving them without enough of those 
public benefits discussed in the above section.62 Moreover setting the ‘right’ economic price on 
water is difficult, and currently because of the cost-based approach the public benefits that go along 
with water and sanitation services are not even included in the price, making it an even more 
problematical economic tool.63 An even more contentious issue is sanitation, which many find 
unsuitable for private provision on the grounds that; sanitation is often a municipal function 
requiring municipal reforms in order to extend services, and willingness to pay is also very low, 
rendering the service quite unsuitable from a market perspective.64 Despite the fact that the public 
benefits of extending sanitation services have even greater public benefits than extending water 
services.  

Overall then, there are many contentious issues involved in considering water and 
sanitation as an economic good, especially when it comes to the considerations of the poor and the 
fact that their economic situation usually have been gravely overlooked in water and sanitation 
discussions.  
 
There is also another aspect that generally is ignored in this debate. By viewing water only from an 
economic point of view the ecological value of water is ignored, indeed a watershed has an 
economic value in and of itself for the purposes of providing other environmental services to other 
species than humans, which is usually not included in economic calculations on the value of water. 
In addition, “any monetary gains from managing water as an economic good must be weighed 
against any adverse social impacts of managing water as an economic good”.65 From this 
perspective water cannot be separated as one or the other but has to be viewed as a public good as 
well as an economic good because there are economic as well as social benefits to be found from 
that valuation.  
 
4.2.3 State Failure 
In the context of developing countries, the claim that private water companies would be more 
efficient at running a water and sanitation system is a persuading and compelling argument for 
adopting privatization for a government who has failed to provide its citizens with water and/or 
sanitation services. Although true that most developing countries do have failing water and 
sanitation systems and lack the capital for maintenance and further extension of these services many 
of the problems are connected to the economic and political history of that country, which has 
resulted in that only a small share of most governmental budgets has been set aside for 
infrastructural developments and in some cases even these shares have been subjected to corruption 
and ‘invested’ elsewhere. Hence, the principal problem for the public sector has been the lack of 

                                                 
61 Budds & McGranahan, 2003, p. 95  
62 Gleick et al., 2002, p. 7. 
63 Budds & McGranahan, 2003, p. 96 
64 Ibid. 
65 Gleick et al., 2002, p. 8. 
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assets and creditworthiness, which are critical factors for getting ‘access to sources of commercial 
finance’, to use the language of the WB.66  

Despite this knowledge, the state failure argument is still frequently used by proponents of 
privatization, specifically in regard to privatization in developing countries. The argument goes that 
the poor in particular will be the overall winners of this arrangement. Simply because of the 
commercial incentives, which will encourage “private operators to seek the highest possible 
efficiency in order to maximize commercial returns and reduce possible losses from inefficiency 
and non-paying customers.”67 Following the logic of this argument all service users will become 
paying customers, therefore even the poor, who before were excluded from services will now get 
connected and take part of such services too. Whether or not this means that companies are going to 
provide water at a price that the poor can afford or if money is going to be transferred from more 
developed and economically efficient areas into areas where the network has not yet been 
developed and bill collection is low is not something that this argument provides an answer to 
however.    

In sum then, this argument rests on the assumption that all private water companies make 
profits from being efficient, something that can easily be disputed if the company can persuade, or 
in some cases, mislead the regulator into thinking that a tariff raise is justified, on the grounds that 
they are being inefficient.68 And even though most willingness-to-pay studies have shown that the 
poor have been used to pay between 10-100 times more for vended water than for piped water from 
a privatized utility and therefore can handle a raise in water tariffs, these studies have not taken into 
consideration that usually this only includes consumption of small quantities of water and/or at 
times when water is particularly scarce. Furthermore, piped water is not always reliably, while 
informal water vending is and people also know where to find such water, hence they may rather 
resort to such water sources because they know how it works.69 In addition, just because the poor 
can handle such raises does not mean that they are not already struggling financially and have to go 
without something else that is vital for their well-being like food items or gasoline etc. because of 
the high price.  

Whether or not the privatisation in Manila has resulted in the benefits described in this 
section or if the water companies have managed to deal with the potential risks explained here will 
be explored further in the sections following the conceptual framework and research process. What 
is clear however is that these issues are highly complex due to the fact that they involve concepts 
that are difficult to define and stakeholders with different needs. The next section examines some of 
these issues in an effort to clarify how the management of water relates to the urban poor in 
particular.  
 
4.3 Urban Poverty and Water  
There is a general agreement within the international water community that “poverty and water are 
inextricably linked in many parts of the world” and that the problems involved with its use and non-
use is something that permeates the lives of the poor completely.70 In an urban setting these 
linkages are much dependent on the way the urban water system works. Before going any further 
into these direct linkages between poverty and water however we need to first establish an 
understanding of the various elements composing the urban water systems and their interaction.  

                                                 
66 Haarmeyer, D. & Mody, A., 1998, cited in Budds and McGranahan, p. 97. 
67 Bakker, K., 2003, cited in Budds & McGranhan, 2003, p. 97. 
68 Budds & McGranahan, 2003, p. 97 
69 Ibid & Kjellen, M, From Public Pipes to Private Hands- Water Provisioning in Dar es Salaam, Tanzania, (Stockholm: Dept. of 
Human Geography, Stockholm University, 2003b) p. 152-153.  
70 ADB, “Water and Poverty: The Themes. A Collection of Thematic Papers” in Water for All Series 4, (Manila: Asian Development 
Bank, 2004) p. ‘overview’ 
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The urban system can be defined as a “large system comprised of artifacts, biological and 
sociological subsystems, which convert resources into energy and waste.”71  
The environment provides the basis for the entire system, other components of the system include 
the economical, social and infrastructural aspects while the political/institutional element permeates 
all of the other four and makes interaction possible. Figure 2 presents an overview of the various 
elements and the overlaps/interaction between them. For instance, the political/institutional element 
determines if the water and sanitation system (W&SS) should remain in the hands of the public or if 
it should be privatized. Similarly politicians also decide how much people and commercial interests 
should pay for the services provided, that decision can either deter or increase water and sewerage 
usage.72

 
 

  
 
Policies also determine how the W&SS should be regulated, as well as how much capital should be 
spent on managing and developing the system. The economic sector, driven mainly by revenues 
from commercial enterprises and industries, influences the financial means for maintenance of the 
system and any further extensions of the piped network. But industries may also cause serious 
environmental and human health problems, due to release of heavy industrial pollutants and if not 
regulated these pollutants may potentially contaminate the environment and disrupt the water 
system and thus contribute to diseases and malnutrition among people.73   

Similarly, residents excluded from the W&SS may also contribute to people’s 
deteriorating health and in the pollution of the water system from waste discharges and contribute to 
the exploitation of the available water supply by having to resort to using non-renewable ground 
water, which eventually leads to salt water intrusion of the water system and land subsidence.74  
The implementation of a working W&SS is also important for the efficiency of the water 
distribution because a leaking network leads to losses in both water and money. In addition without 
fully functioning roads and ditches, flooding of wastewater may become a potential hazard and any 
further development of the water distribution system impossible, the same goes for building and 
extending a sewerage and sanitation network.75

 

                                                 
71Mwaiselage, A., Organized Chaos, Water and Sanitation Systems in Housing Areas in Dar es Salaam, Tanzania, (Lund, Sweden: 
KF Sigma AB, 2003), p. 68. 
72 McIntosh, 2003, p. 15 
73 Serageldin, 1995, p. 224 
74 Serageldin, 1995, p. 227 
75 McIntosh, 2003, p. 17 
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Interaction from the social element, by city residents, i.e. the potential water and sanitation 
customers are equally important here. Indeed, their cooperation and social organization can 
influence the management of the W&SS both from putting pressure on regulators and utility owners 
to provide services at an affordable price and at an acceptable service level and in the way they may 
build public awareness about sustainable sanitation practices and water conservation.76 
Additionally, it is the residents’ ability and willingness to pay for the services provided that is the 
main driver of the system. Hence, in a sustainable W&SS, more paying customers leads to rising 
economic revenues for the utility owner, which means that more money is available for 
infrastructural improvements and extensions, and that in turn results in less stress and negative 
impacts on the environment and more water and sanitation available for customers.  
The following section identifies more specific details about the linkages between water and urban 
poverty in particular using the same urban systems framework as above.  
 
4.3.1 Water and Urban Poverty Linkages  
The links between water and poverty in an urban setting is many. Indeed, in his book “Asian Water 
Supplies – Reaching the Urban Poor” Arthur C. McIntosh has compiled an extensive list of the 
most pertinent links between water and poverty, some of which are highlighted and presented here 
in topical groupings depending on what elements of the water management system they are linked 
to. Overall, the factors related to economic issues and the poor are in absolute majority here, due in 
part because water costs makes up such a big share of a poor family’s expenses. For instance, poor 
people are more economically affected by inadequate water services because of the tremendous 
differences in prices between vended and piped water. Poor people are also the last in line to get 
piped water, because they are not seen as economically viable for business, and this is particularly 
true when it comes to private water businesses. In addition, poor people cannot afford to buy large 
amounts of bottled water, so therefore they have to expose themselves to more health hazards than 
rich people. Another problem which the poor face is that they do not have the same ability to pay 
water connection fees up front, and saving money to pay later is difficult when vended water on a 
daily basis is so expensive. And although illegal connections are against the law, rich people can 
use bribes to get water this way while the poor have no financial means to exploit this option.77

 
Factors related to the political/institutional aspects of the W&SS also constitute a large part. 
Indeed, poor people suffer more from corruption, both because they themselves are forced to use 
bribes to get service and because subsidies intended for extending networks disappear before it gets 
down to the ones who needs them. Also, poor people are the ones who eventually will suffer the 
most when private operators with concessions who initially promised to bring investment funds to 
improve coverage later on do not keep their promises. Hence, leaving them outside the water 
service network, where water is more expensive, polluted and unreliable. In addition, poor people 
generally do not have any say in the way water and sanitation services are managed, even though 
they are in greatest need of it.78

 
When it comes to the infrastructural and environmental elements it can sometimes be difficult to 
separate the two. It is undeniably so that poor people’s access to potable water is much more 
restricted than for rich people, because either they have no access to piped water and therefore have 
to rely on vended water, which is usually of less quality and the reliability of the water supply is not 
always dependable, or they have access but are not receiving adequate service due to service 
                                                 
76 GWP, Towards Water Security: A Framework for Action, Executive Summary (Stockholm: Global Water Partnership, 2000) p. 4 
77 McIntosh, 2003, p. 33 
78 McIntosh, 2003, p. 34 
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disruptions, insufficient and/or substandard piping and waste water pollution from extensive 
leakages. It is also here that the social aspects comes in to play, since some of the problems 
mentioned above like disruptions in the water service creates extra inconveniences for the poor, for 
instance they get sleep disorders from getting up late at night to collect water and they expose 
themselves to higher personal safety risks. In addition tension is created among neighbours because 
of the necessity for dividing up the time for water collection, and there is an overall anxiety 
involved with not getting any water or the financial burden that comes along with having to bribe 
someone to get any access at all. Ultimately, some of the above mentioned infrastructural and 
environmental problems also lead to serious health problems and it is the poor, and children and 
women in particular, who suffers the most ill-health from this because of higher deficiencies in their 
immune system.79

 
5. The Research Process 
 
“I find that a great part of the information I have, was acquired by looking up something and finding something else on 
the way.”                                                                                                                 ~Franklin P. Adams 
 
In order to best achieve the objectives of this thesis the ‘case study research method’ was chosen. A 
case study in the words of Robert E. Stake is “the study of the particularity and the complexity of a 
single case, coming to understand its activity within important circumstances.”80 The gains from 
using this type of methodology is that one does not have to explain everything, which in this case is 
crucial, since the chosen research topic otherwise has the potential to become a dissertation, 
considering the complexity and the scope of the concepts and issues dealt with. So, by using the 
case study framework, the data collected and analyzed can within a limited space give the reader 
some insights into the experiences of water privatization among the urban poor. However, the 
downfall of this method is that one case study can never fully represent reality, which limits the 
ability of the researcher to draw conclusions and come up with grand generalizations.81 Still, the 
primary aim of the case study method is particularization rather than generalization.82 And because 
this research study is more focused on qualitative data, through interviews and observations, rather 
than quantitative data, where cause and effect is sought to produce generalizations, this study is 
more aimed at finding the uniqueness of the Manila water privatization experience in order to come 
up with some form of understanding of the factors and issues involved. The only way to be able to 
do this is through “vigorous interpretation” throughout the entire research process, which in a way 
also includes drawing conclusions, or arriving at ‘assertions’ to use Erickson’s terminology, and 
that in itself is a form of generalization.83 Hence, even though the methodology chosen is a case 
study, which is limited by its particular framework, some form of generalizations can still be made 
even though they may be petite generalizations.84

 
The following sections explain the various steps involved in the research process. A process which 
was specifically chosen and conducted building on one another in order to; increase overall 
understanding of the research problem, maximize the content in the gathered material from the field 
and finally enhance the quality of the data analysis.   
 

                                                 
79 McIntosh, 2003, p. 35-36. 
80 Stake, R.E.,  The Art of Case Study Research, (Thousand Oaks, CA: Sage Publications, 1995) p. xi 
81 Ejvegård, R., Vetenskaplig Metod, (Lund: Studentlitteratur, 1993) p. 31, Stake, 1995, p. 7 
82 Stake, 1995, p. 8 
83 Erickson, F.,  quoted in Stake, 1995, p. 9 
84 Stake, 1995, p. 7 
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5.1. Literature Study ~ Step 1 
Before going out in the field a general literature study on the current academic research relating to 
concepts such as water privatization, poverty, water rights and sustainability was conducted. Here 
the overall objective was to get a general understanding about the different perspectives and 
opinions that exist about public versus private ownership and their relation to the urban poor 
respectively. Indeed many of the issues discussed in the thesis had been initially reviewed and 
written about in the research proposal that I had to submit in order to receive the Minor Field 
Studies grant from the Swedish Development and Cooperation Agency several months before I left 
for the Philippines, which only improved my understanding of the subject matter even more. 
Additionally, other more fundamental topics, such as the state of the water situation in the world, 
economic history of developing countries, globalization, role of TNC’s and international financial 
institutions was also considered here. For comparative purposes case studies of water privatization 
in other parts of the world was also reviewed: Bolivia, Jakarta, Tanzania and South Africa to name 
a few in order to get an overview of the different problems from each case and look for similarities 
with the Manila case. 

A two week travel grant to the Nordic Institute of Asian Studies (NIAS) in Copenhagen 
upon my arrival back from South East Asia also gave me the opportunity to search in their 
databases for written material on issues relating directly to the Philippines, such as poverty 
indicators, economic development etc., material that was difficult to find in Lund or elsewhere.  
In addition, reports and articles authored and given to me by some of the agencies and non-
governmental organizations on site in Manila were reviewed once again and used in the report. 
 
5.2. Interviews ~ Step 2 
The brunt of my gathered material on site in Manila came from qualitative interviews with certain 
actors that were indirectly or directly concerned with the water privatization process. Here the 
emphasis was put on people’s own expressed ideas and views, even though some of course also 
expressed the standpoints of the agencies or organizations that they represented. 
All in all 10 interviews were conducted.85 The respondents covered the whole spectrum of actors 
having opinions about the privatization of the water and sewerage system in the city, including; 
representatives from both water companies; Manila Water Company Inc. (MWCI) and Maynilad 
Water Services Inc. (MWSI), the chief regulator of the Manila Water Works and Sewerage Service 
(MWSS) regulation office, three representatives involved in the “Water for All” Programme of the 
Asian Development Bank (ADB), researchers from two major think-tanks; Freedom From Debt 
Coalition (FDC) and the Institute for Popular Democracy (IPD) who are directly involved in the 
water privatization debate in the Philippines as well as spokespersons from two NGO’s, the IBON 
foundation and the Philippine Centre for Water and Sanitation (PCWS) who conducts research and 
implements projects on issues related to water, sanitation and the poor specifically; a scholar and 
city planner from De La Salle University (DLSU) one of the Philippines most prestigious 
universities as well as a purok86 leader from Matandang Balara, one of the most dis-privileged 
barangays in Metro Manila.  
 
The typology of the interviews changed depending on the targeted respondent. For interviews with 
government officials, representatives of NGO’s and the water industry interviews mainly followed 
the interview guide approach, where issues to be covered follows an outlined form specified in 

                                                 
85 See the full list of interview respondents, organizational belonging and dates in the reference section.  
86 A purok leader is in charge of the day to day issues in a section of a community such as getting gas for the deep well pump etc. The 
purok leader cooperates with other purok leaders and they have the responsibility for reporting to the barangay captain who serves as 
the head representative for the entire barangay. 
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advance but the sequencing of the questions asked may change during the course of the interview to 
make the interview fairly conversational and situational in mode but still systematic and 
comprehensive in scope.87 The downside of these types of interviews is usually that the 
comparability between responses decreases, but for my purposes this did not matter much since 
questions differed somewhat between interviews with representatives from NGO’s and officials 
from government and industry.88 The duration of these interviews ranged between one and one and 
a half hour. All interviews but one were recorded on a mini-disc player and transcribed onto my 
computer afterwards. In the single case where recording was not done extensive note taking was 
used, mainly because the respondent spoke very little English and some of the answers were 
translated to me on site instead. 

The interview with the representatives of the ADB and the purok leader was even less 
formal following what is sometimes referred to as an informal conversational interview, where the 
questions emerge from the immediate context and are asked in the natural course of things, with no 
“predetermination of questions, topics or wording.”89 The reason for this is that I already had 
substantive knowledge about a whole range of issues at this point in the fieldwork and did not need 
any more comparative material, instead I was now more interested in the personal aspects of 
privatization and in the case of the ADB there were some more specific issues that needed 
clarification, hence that interview became more of a mini focus group discussion where the main 
topics discussed centred on the privatization debate, economic and infrastructural factors that led to 
the decision to privatize and the issues involved in the subsequent failure of one of the 
concessionaires.  
 
5.3 Questionnaires ~ Step 3 
Initially I had planned on including some interviews with the water users themselves, as a part of 
the research study. But, while in Manila I soon came to terms with the fact that finding suitable 
respondents was much more difficult than what I had anticipated for several reasons. Firstly, the 
person I had been in close contact with before I arrived in Manila who supposedly would help me 
set up interviews and find respondents did not follow through, hence leaving me to fend for myself 
in this mega city. Secondly, I learned quite early on that doing interviews as well as visiting some of 
the most depressed areas was impossible without the approval of the community’s barangay 
captain, whom it not only was difficult to locate and get a hold of but they usually also required me 
to write formal letters and a monetary donation in order for me to enter their premises. This turned 
out to be a huge ordeal and most of my time there had already been spent on setting up and 
conducting the other interviews so now I was really pressured for time. As a result I decided to skip 
the water user interviews and instead I decided to distribute a questionnaire among some poor water 
users covering what I perceived to be the most significant issues and topics in the poorer areas.90  
To get a fair representation of both of the water companies several barangays were selected; Balara, 
UP Diliman Employment Village and a community within Malate, the first two located within the 
Manila Water concession area and the latter within the area serviced by Maynilad. All in all the 
number of distributed questionnaires came to 50, spread out equally on the two sides of the city, 
meaning that 25 was covered by Balara and UP Diliman Employment Village while 25 was 
distributed in Malate. The questionnaires included 31 questions that were written both in English 
and in Tagalog and contained some open-ended questions but the majority had yes or no answers to 
increase reply frequency. However, on some questions the reply frequency still turned out very low, 

                                                 
87 Patton cited in Mikkelsen, B., Methods for Development Work and Research  (New Delhi: Sage Publications, 1995) p. 103.  
88 A table of the interview questions can be found in Appendix I. 
89Patton quoted in Mikkelsen, 1995, p. 102. 
90 A sample of an answered questionnaire can be found in Appendix II. 
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which the author thinks cannot be blamed entirely on the formulations of the questions but rather 
because of the fact that the respondents do not actually know in some cases who are in charge of the 
water distribution in their barangay, additionally many people also get water from an array of 
sources which are constantly changing depending on season and water availability. Even so, the 
objective of the questionnaires was to get an overview of the economic as well as the water 
situation in each barangay and find out if the water users themselves had observed any differences 
since privatization when it came to water distribution, pricing, and volume for instance. Because the 
sample was fairly low and it is considered that questionnaires with less than 40 respondents are 
hardly scientifically useful from a statistical viewpoint, it should be noted that the author 
acknowledges this fact and has instead focused the analysis of the questionnaires on tendencies in 
the answers rather than causal relationships.91  
 
5.4 Community Visits ~ Step 4 
As a complement to the interviews and the questionnaires I also visited three other barangays in 
order to experience the water situation in Metro Manila’s low-income areas first hand.  
However, finding a barangay that would allow me in on their premises took a lot of time and effort 
(in one case about three weeks of negotiations) and it would not have been possible without 
assistance from one of the local NGO’s. But after much diplomacy as well as monetary donations I 
was finally approved to go to; Sun Valley in Pasay City, St. Lucia in Pasig City and Matandang in 
Quezon City. In some ways these visits were a form of was Magnus Öhlander refers to as 
participatory observation, meaning, an observation of the social and environmental phenomena of 
daily life of a group of people in a specific location.92 For me this meant observing and reflecting 
over the living situation in the poorest areas of Metro Manila, how water is transported, used and 
distributed between houses and buildings, from where and how far, to name a few examples. The 
grade of participation was fairly low however, because the visits only lasted between a few hours 
and half a day and many hesitated to talk to me because their English was poor or they felt to shy to 
talk to an outsider. 93 Still, I was fortunate and had the opportunity to talk to a few water users as 
well as two purok leaders in charge of water bill collection etc. Above everything else during my 
entire field study in the Philippines these visits meant the most to me on a personal level because it 
was only here that people invited me into their living space and shared their lives and heart aches. 
Indeed, it allowed me to really see what a life in ‘the slum’ entails, which also of course proved to 
be very useful for my research study since it gave me a glimpse of the studied groups’ everyday 
life, adding an extra dimension to the overall picture of the water situation in Manila.  
 
5.5 Analytical Framework ~ Step 5 
If the conceptual framework provides the basis or departure point for what is being studied, on a 
more theoretical level then the analytical framework provides the means to how it is being studied. 
That is to say that the analytical framework is the looking glass through which the gathered 
empirical material is analyzed. For my research purpose I have chosen to focus on a couple of 
specific factors relating to the different elements described in section 4.3 prior and after 
privatisation and their linkages to the urban poor in specific. The main points investigated are 
differences in; water accessibility and reliability, water usage, water costs, water quality and water 
demand. These are then used as a backdrop for the discussion and analysis to make generalizations 
about the overall social, economical, political/institutional and environmental sustainability of water 
management in Metro Manila and how that has affected the urban poor more specifically.    

                                                 
91 Ejvegård, 1993, p. 53.  
92 Kaijser, L., & Öhlander, M., Etnologiskt Fältarbete, (Lund: Studentlitteratur, 1999) p. 73 
93 Kaijser & Öhlander, 1999, p. 74. 
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6. Empirical Findings from the Manila Water Privatization Experience  
6.1 Brief History of the Country’s Political and Economic Development   
It was a late night in June when the capital city of Manila with its 13.8 million inhabitants first 
greeted me.94 Outside of the taxi window scores of people, young and old were out and about, some 
zigzagging across the heavy trafficked highway, while others tried selling snacks cigarettes, toys 
and even their own bodies to cars passing by. Many had bandanas or shawls covering their faces in 
an effort to minimize the burden from the diesel exhausts so apparent in the air. Upon arrival to the 
hostel I first encountered the lingering aftermath of the sticky heat and humidity outside, even 
though the sun had set several hours ago. To say that I was overwhelmed by the city during my first 
couple of days would be a grave understatement.  

In fact it took me several weeks before I had a full grasp of the main transportation routes 
in the city and how to handle the cultural quirks of the Filipinos. Although challenging those issues 
could not compare with the difficulties I had with processing all the experiences of poverty 
however, especially when it came to the day to day encounters with the immense disparity between 
peoples’ economic situations, a situation which for me was quite different from other places in the 
developing world where I have travelled and done research.   
 

The reasons behind such an uneven development follows 
a long and complex political and economical history 
which cannot fully be accounted for here but to 
summarize these events the country was founded in 
1946, after 47 years of American colonial rule and more 
than 300 years of Spanish domination of the 7100 
islands.95 See Figure 3 to the left. 
But even though the country had won its independence 
and with that, democracy, the new Philippine state did 
not manage to change the power structure of the state in 
any significant way because of the concentrated political 
and economical power of a few elite families in the 
country.96 Since independence, all presidents in the 
country have come from these privileged families, 
including the infamous dictator Ferdinand Marcos, who 
held office between the years 1965 to 1986. Then in 
1986 a step toward general democracy came about after 
the so-called “yellow revolution” when the people, under 
the guidance of Corazon Aquino and her political 
alliance, overthrew Marcos from the presidency.97  
Still, at present the political climate in the country is 
dominated by instability, corruption and military conflict 
between the state army and the minority groups of 
Muslim separatists, which have led to blood shed not 
only on the southern island of Mindanao but also more 
recently in the capital Manila.    

                                                 

Fig. 3  Map of the Philippines 
Source: Landguiden (2005) 

94 Landguiden, Filippinerna [www.landguiden.se/pubCountryText.asp?country_id=47&subject_id=0] 
95 Villanueva, T.T., Economic Geography of the Philippines, (Quezon City: Phoenix Publishing House, Inc, 1995) p. 20  
96 Gabrielsson, A., Bangsamoro, från nationalism till Islamism, unpub Master’s Thesis, (Lund: Lund University, 2003) p. 14 
97 Friend, T.,”The ”Yellow Revolution”: Its Mixed Historical Legacy” in Rebuilding a Nation. Philippine  
Challenges and American Policy, ed. Carl H Landé (Washington DC: Washington Institute Press, 1987) p. 69 
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The economic development of the country has followed the same shaky pattern as the political 
development. One major reason for that is a type of patronage that exists among and within the elite 
families, as a result an independent bureaucracy has not been established.  
The power elite have also traditionally favoured short-term investments through the exploitation of 
natural resources instead of increasing investments in agriculture, exports and savings.98 In 
addition, there has been a lack of investment in human capital, such as education and primary 
health.99 These factors explain why the economic development of the Philippines has been so 
uneven during the last couple of decades. Consequently, economic growth since 1992 has stayed 
around four percent and the GDP per capita is still low at around US $1020.100  

Needless to say it is the Filipino population who are taking the brunt of this uneven 
development and poverty indicators show that about a third of the population, around 28 million 
people live below the poverty threshold today.101 Another explicit proof of the uneven economic 
development in the country is the Gini coefficient, which shows that the economic inequality 
between the poorest and the richest inhabitants has increased in the last decades from 0.451 in 1988 
to 0.487 in 1997, indicating that the rich families now have more wealth than ever before.102 When 
it comes to the capital region recent poverty studies also show that as many as 40 percent of all 
inhabitants in the Metro Manila area reside in slums and squatter settlements.103 Here living 
conditions are harsh, lack of clean water, sewage treatment and congestion of both air and space all 
contribute to diseases, which in turn leads to even greater poverty as illness progresses and makes 
working tremendously difficult.104

 
6.2 Factors Leading up to Privatization in Manila  
As briefly mentioned, the Philippines have struggled financially for many decades, consequently it 
has also been the recipient of nine SAPs on top of other international fund programmes, which has 
resulted in a severe restructuring of the economy since the beginning of the 1980s.105 Then in the 
mid 1990s, when state finances were wavering and debt loads were putting severe restraints on 
governmental spending, the country was stricken with what was perceived to be a looming water 
crisis due to the events that followed the El Nino.106 Fast changes thus had to be made and the 
sitting president at the time, Fidel Ramos had a plan and a vision, which included the belief in a 
new and modernized nation a “Philippines 2000”.107 Included in this plan was privatization of the 
water sector and this was also pushed for by the WB Group, spearheaded by the International 
Finance Corporation (IFC) who according to the ADB came to consult the Filipino government 
about the situation already in 1995 when they had come to the conclusion that passing on the cost to 
the private sector was necessary in order to get the water sector to work again. They based this 
conclusion on two main factors: “One, we don’t have the money for future expansion and two; who 
is going to service the debt of 800 million dollars?”108 Indeed, the public company responsible for 
water services in Metro Manila, the Metropolitan Waterworks and Sewerage System (MWSS) 
“Had 880 million dollar in debts and the government said that if we cannot continue paying off 

                                                 
98Utrikes Departementet. Landsstrategi: Filippinerna 1 Januari 2001 - 31 December 2005, (Stockholm: UD-PIK-INFO, 2001) 
99Utrikesdepartementet, 2001. p. 4  
100 Krinks, P.,The Economy of the Philippines; elites, inequalities and economic restructuring (London: Routledge, 2002) p. 8 
101 Krinks, 2002, p. 83 
102 Krinks, 2002, p. 80 
103Balisacan, A. “Urban Poverty in the Philippines: nature, causes and policy measures” in Asian Development Review, No 12:1, 
1994, p. 117-52  
104 Balisacan, 1994 
105 Bello et al., 2004, p. 195 
106 Interview, IPD, June 29th 2005. 
107 Interview, DLSU, July 7th 2005. 
108 Interview, ADB, July 11th 2005 
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these debts based on the operations of MWSS and it is not a profitable business anyway then we 
will be able to pay this debt out of the concession fees from the privatization instead.”109 So what 
happened next was that the government who were now all in favour of this policy shift from public 
to private passed a law in 1995, referred to as the Republic Act 8041 or the National Water Crisis 
Act, “Which called for the private sector to improve the services and reduce the capital investment 
used by the government to be transferred to the private sector.”110 But these policy changes was 
not completely new to the Philippines, after all, the country had been primed by pro-market reforms 
ever since the introduction of structural adjustment, so privatization of the water sector really only 
followed as a logical extension of these reforms. Moreover a legal framework in form of BOT laws 
had been passed by the former administration to fast-track the privatization.111 Even ADB loans and 
technical assistance funding related to MWSS assignments gave the impression that MWSS itself 
was being prepared for such a shift in ownership as far back as 1991.112 In addition, Ramos had 
already had some success from privatizing the electricity sector and therefore believed that the same 
model could work for water.113 Above all however, it was the inefficiency of MWSS that seems to 
be the most commonly used argument for explaining why privatization took place in the first place. 
A former MWSS employee and now a representative of Maynilad Water Services Inc. (MWSI) 
stated that MWSS, “could not perform its duties any more” and that in the long run meant that the 
government was not doing its job either because they could not afford to pay its debts.114 In view of 
that the Manila privatization ensued and the concession model was specifically chosen in order to 
tap into the economic workings of the private sector to reduce governmental costs and relieve the 
government from its responsibility of distributing water and sewerage services with the bonus of 
having the private companies pay off the incurred MWSS debts of the past.115 Box 1 and 2 below 
briefly presents the two companies that won the bidding process in 1997 and thus took over the 
water services in Metro Manila.116

 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
                                                 

Box 1.  Maynilad Water Services Inc. (MWSI) 
• Operates the West concession area covering 

        8 cities, parts of 2 cities and 7 municipalities 
• Company shareholders include; Benpress 

Holdings Corporation (60 %), the flagship 
company of the Lopez Group, and the  

     French water giant Suez (40 %).  
• Concession agreement includes: Treating and 

distributing drinking water, bill collection and 
manage sanitation/sewerage until 2022.  

• MWSI Bid-rate was 4.96 Ph Pesos/cubic meter.  
  

            
             Source: MWSS-RO (2003) 

B Box 2. Manila Water Company Inc. (MWCI)     
• Operates the East concession area covering 

8 cities, parts of 2 cities and 12 municipalities 
• Company shareholders then; The Ayala 

Corporation holding majority control of the 
partnership (51.1 %) International Water  
Limited (USA), United Utilities (UK) and         
Mitsubishi Corporation (JPN). Today though, the 
Ayala Group owns 100 % of MWCI.  

• Responsibilities includes: Treatment, distribution 
of drinking water, bill collection and management 
of sewerage/sanitation service until year 2022.  

• MWCI Bid-rate was 2.32 Ph Pesos/cubic 
    meter.   

    
           Source:MWSS-RO (2003)              

109 Interview, FDC, Sept 3rd, 2005. 
110 Interview, MWSS, June 23rd 2005.  
111 The BOT Law, passed by the Aquino administration in 1990 allowed for contractual arrangements between private companies and 
the gov’t in infrastructural development with the inclusion of operation & financing.  
112 Perrez-Corral, P., 2002 cited in People’s Resistance and Alternatives to Privatization of Water and Power Services, Nacpil, L., M. 
Buenaventura, B. Lozada and D. Subingsubing Eds. (Quezon City: Jubilee South & FDC, April 2004) p. 68 
113 Interview, IPD, 29th of June 2005 
114 Interview, MWSI, June 27th 2005. 
115 Interview, MWSS, June 23rd 2005 
116 MWSS-RO, 2003 Annual Report, (Manila: MWSS, December 2003) p. 10 
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6.2 Water and Sanitation Services in Manila Pre- and Post Privatization  
As concluded before the MWSS was financially crippled prior to privatization, and so were its 
operations. In fact, according to a study done by the ADB, MWSS piped water connections were 
estimated to have reached only about two thirds of its household coverage in 1997. In addition, 
service levels were low with low water pressure and intermittent supply; averaging about 16 hours a 
day while at the same time NRW was extremely high amounting to more than 60 % of water 
production. The public utility also had high over-staffing at 9 employees per 1000 connections, in 
comparison with a ratio of 7.7 in Jakarta and 4.6 in Bangkok. As a result, a third of the population 
in the Metro Manila area along with much of the cities industries and commercial businesses have 
had to rely on either vended water, own deep wells and/or private water works for their water 
needs.117 The biggest problem with this, apart from the fact that such water is effectively more 
expensive for the consumers because of “additional costs incurred by middle sellers, the use of 
storage tanks and booster pumps (…) and initial capital costs of the private water system”118 is that 
this water predominately comes from groundwater sources instead of from surface sources like the 
Angat Dam (Reservoir) which supplies 97 % of the water system in Metro Manila.119 Hence, such 
water usage and consumption was and still is contributing to the depletion of groundwater sources 
at a rate of 6-12 meters annually in some parts of the service area and that in turn has led to salt 
water intrusion and land subsidence along the coastal areas. Apart from these apparent 
environmental effects it was/is the poor that suffers the most from MWSS under-coverage, because 
they have to rely on vended water that has up to ten times higher price than piped water. The irony 
however is that much of that vended water actually came from illegally tapped MWSS pipes.120   
When combining these factors together with          
the troubled finances of MWSS operations it  
was no wonder that water privatization was 
looked upon as a golden opportunity for 
government to finally get rid of their economic 
burdens caused by an inefficient public utility 
and at the same time solve the city’s water and 
sewerage/sanitation needs. But achieving 
success was not a straightforward task; indeed 
many issues and troubles would develop along 
the way. And some of them started already at 
the negotiating table. Besides the fact that this  
was the first water privatization to take place in 
Asia and the biggest in the world, dividing the 
city into two service areas proved difficult, both 
from an infrastructural point of view but also 
from a financial one, since the former MWSS 
debt was also to be divided up. Figure 4 shows 
the geographical area of the East (MWCI) and 
the West (MWSI) Concession Area and its 
borders.  

Fig. 4  East and West Concession Area 
Source: FDC (2004)

 

                                                 
117Davis, C.C., MWSS Privatization: Implications on the price of water, the poor and the environment, (London: Workshop on 
Private Sector Participation in Water Supply and Sanitation, Nov 26-27, 1998) p. 6 
118 Costs incurred by the consumer from buying the materials and drawing own pipe lines. 
119 Davis, 1998, p. 4 and 7 
120 Davis, 1998, p. 7 
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The reason stated for making such a division however was that it would break up the monopoly and 
allow regulators to check the performance of one concessionaire against the other.121  
Mai Floor, part-time employee at the ADB and also one of the negotiators for SUEZ explains the 
problems with such a division in more detail: 
 

“Finally we decided to split the city in to two, then with 11 million people. Based on a 
technical aspect they split it into 60/40 using rivers systems as a dividing line. That in itself 
poses problem because the system is one and cutting it up into pieces is quite difficult. But 
people at the time only looked at papers and decided to do this. Then came the issue of the 
debt. The difficulty was dividing it up, why did they decide on 90/10, I have some ideas but 
it has not been confirmed. They say that 90 % went to the west because the area is fully 
developed already and the pipelines are already there, whereas the east is quite dispersed 
and you need a lot of capital. At that point people only looked at papers, no one really dug 
in the ground to find these things out, because there was no time. So they said the east side 
need so much capital to expand the system, let’s only give them 10 % of the debts.”122

 
MWSI has later argued that this division together with the detrimental effects of the Asian financial 
crises of 1998 was the main contributor to the downfall and final termination of their concession 
agreement in 2004/05. Philip E. Cases of the MWSI explains; “The decision of 90/10 was a 
problem, because when there was a financial devaluation during the 98 financial crises of Asia, the 
west side shouldered a big portion of foreign loans, which are paid in dollars. They needed more 
money to pay those loans, which was a priority.”123 Mai Floor continues;  

 
“When we signed the contract in 1997 the peso was 26 to a dollar by January 1998 it was 
46, by mid 1998 it was at 50 and today it is 56 and counting. So obviously from day one we 
had that problem. And the contract did not allow for tariff increases, because we had to 
cover the losses over the life time, so you can imagine, 800 million in debts (west side), no 
increases in tariffs, so the money we did get in went to servicing the debts.”124  

 
Financial issues aside there were also some infrastructural factors that proved to make a difference 
in service performance. For instance, the length of the pipes in the MWCI east zone was supposedly 
1500 km but it turned out later, when the ground was dug up, that it was actually 3500 km, while at 
the same time MWSI had to deal with not only the oldest pipes in Asia but they were also “leaking 
left right and centre, and according to the MWSS NRW was supposedly 56 % when we took over but 
this was a lie, it was actually somewhere closer to 70 %.”125 So allegedly it was really uneven from 
the start because not only was MWCI given the lower debt burden of 10 % based on the assumption 
that “When the east zone would start to operate they would have to spend a lot of money on 
expansion” and that would require a lot of capital, but now they also actually had more existing 
pipes than expected and therefore less money would be required to start expansion than assumed 
initially.126 In addition, the government who were responsible for this decision may not fully have 
taken into consideration the fact that replacements of pipes can actually be more expensive than 
expansion.127 Especially in the case of the West zone, which is composed to 40 % of depressed 
areas, where profitability is lower and extensive replacement of the pipe network would be 
necessary, hence requiring narrow central streets with the most volume of traffic to be dug up 

                                                 
121 Esguerra, J., 2002, cited in Bello, 2004, p. 199 
122 Interview, ADB, July 11th 2005  
123 Interview, MWSI, June 27th 2005 
124 Interview, ADB, July 11th 2005 
125 Ibid 
126 Interview, MWSI, June 27th 2005 
127 Interview, DLSU, July, 7th 2005 
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before any money could be made, compared to the east zone which is composed of richer 
communities, with larger and less busy streets.128  

Despite all these potential risks and problems, issues that already ought to have been 
considered by both of the concessionaires before bidding so low (MWCI offered only 26.39 percent 
of the former MWSS rate, while MWSI offered 56.59 percent) and actually enter into the 
agreement. Still, both parties signed onto the concession agreement for the duration of 25 years with 
an obligation to achieve a number of set targets. To summarize these targets the concessionaires 
agreed to; overall expand the coverage of water supply, sewerage, and sanitation services; provide 
24-hour water supply to all connections no later than by June 2000; maintain water pressure at 16 
psi by 2007 for all connections, reduce NRW drastically and meet the national health and 
environmental standards of quality of drinking water, wastewater discharge and industrial 
effluents.129 In more detail it was expected that water coverage would increase from an initial 67 % 
pre-privatization to 85 % by 2001, 96 % by 2006 and beyond. The water service obligation 
however, did not include people who already had piped water from a source other than the MWSS 
system.130 And regarding sewerage and sanitation, only households already connected to the 
MWSS water system is to be targeted, but sewerage services are still expected to rise from 7 % in 
1997 to 14 % in 2001 and 18 % in 2006 and eventually end up at 62 % in 2021 when the 
development of the sewerage system is suppose to be complete, and the rest will have to make due 
with septic tanks.131  

In addition, in order to fully recover the capital investments and costs related to events 
beyond their control, such as inflation and currency devaluation the contract also included three 
bases for water price adjustment, which were; inflation, extraordinary price adjustment (EPA) and 
rate re-basing.132 The rate re-basing would be allowed on a five-year cycle, while the other two 
were allowed at any time after the first year.133 A selection of the performance targets and claimed 
actual implemented services in 2001, 2003 and 2006 by the two companies between the years of 
1997-2003 can be seen in Table 1. And the results speak for themselves. Indeed, actual 
implemented services indicate severe discrepancies between reality and the targets set in the 
contract.  

First, water coverage has as of yet not reached its targets as a result of the slow rate of 
extensions of water connections. Despite this MWSI claims that they have increased connections 
considerably; “I think that we have increased from almost 400 000 to 600 000 connections.”134 The 
reason for why they have not been able to connect to more people is blamed mainly on the lack of 
water in certain areas of the west zone. Consequently;  

 
“In the south we have not put up much because of the water supply problems. We are 
waiting for the government to put up a treatment plant with a throughput of 300 000 m3 per 
day. We are willing to buy the whole thing but at the moment it will not be put up until 
2008-2009. Then we can connect another 200 000 to 250 000 households in the south, 
where the treatment plant will be located and water will be taken from Laguna lake.”135

 
 

                                                 
128 Interview MWSI, June 27th 2005 
129 Davis, 1998, p. 11  
130 According to Davis this meant that people who have their own deep wells or get water from private water works located in areas 
where the MWSS water service is unreliable and/or are not reached by the distribution network at the time of their establishment are 
not covered by the service obligation.  
131 Davis, 1998, p. 13-14 
132 Esguerra, 2002 cited in Bello, 2004, p. 199 
133 Davis, 1998, p. 17 
134 Interview, MWSI, June 27th 2005 
135 Ibid 
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Table 1. Water and Sanitation Service Performance by MWCI and MWSI 

 
Service 

Indicators 
Prior to 
Privat-
ization 

MWCI MWSI 

  
Actual  
2001 

 
Target  
2001 

 
Actual  
2003  

 
Target 
2003 

 
Target  
2006 
 

 
Actual 
2001 

 
Target 
2001 

 
Actual 
2003 

 
Target 
2003 

 
Targ
et 
2006 

Population 
Served in 
Millions  

 
7.3M 

 
3.2M 

 
4.2M 

 
3.7M 

 
** 

 
** 

 
5.3M 

 
6.7M 

 
** 

 
** 

 
** 

Official # of 
Water Service 
Connections 

 
779,380 

 
352,982 

 
378.670 

 
383,936 

 
396,778 
 
 

 
** 

 
574,590 

 
577,637 

 
585,953 

 
** 

 
** 

*Water 
Coverage in 

% 

 
67 % 

 
84 % 

 
77 % 

 
85 % 

 
** 

 
94 % 

 
84 % 

 
87 % 

 
78,26% 

 
** 

 
97 
% 

Water 
Availability 

(hrs) 

 
16 

 
** 

 
** 

 
21 

 
** 

 
** 

 
** 

 
** 

 
21 

 
** 

 
** 

NRW (%) 
 

 
61 % 

 
48.3% 

 
16% 

 
52.09 % 

 
15 % 

 
** 

 
66.3% 

 
30.8% 

 
69.5% 

 
29.8% 

 
** 

Sewerage 
Coverage in 

% 

 
7 % 

 
** 

 
3 % 

 
7 % 

 
** 

 
16 % 

 
** 

 
16 % 

 
10% 

 
** 

 
20 
% 

***Services 
Extended to 
the Urban 
Poor (# of 

Connections) 

 
 

** 

 
 

** 

 
 

** 

 
 
33,833 

 
 

** 

 
 

** 

 
 

** 

 
 

** 

 
 
74,226 

 
 

** 

 
 

** 

Number of 
Septic Tanks 
Desludged 

 
** 

 
** 

 
** 

 
11,130 

 
7,200 

 
** 

 
** 

 
** 

 
16,017 

 
** 

 
** 

 
Water 

Tariff/m3 

 
PhP 
8.78 

 
PhP 
2.95 

 
** 

 
PhP 
15.53 
 

 
** 

 
Jan-05 
PhP 
17.83 

 
PhP 
6.58 

 
** 

 
PhP 
26.75 

 
** 

 
Jan-
05 
PhP  
30.2 

Financial 
Profits/ 
Losses  
(In M 

dollars) 

 
MWSS 
(-880)  

 
 
$176M 

 
 
$220M 

 
 

** 

 
 

** 

 
 

** 

 
 
$ 
(-1037)M 

 
 
$477M 

 
 

** 

 
 

** 

 
 
** 

* Based on Official # of Water Service Connections                                          Sources: MWSS-RO (2003), FDC (2004), Esguerra (2005)                
(Number of Total Households in 1995= 2,392,272)                                                  and Davis (1998) compiled and modified by the author. 
** No Data Available                                                                                                                   
***Tubig Para Sa Barangay for MWCI and Bayan Tubig for MWSI 

 
Second, NRW rates are still high and far from their concession targets of around 15 and 30 % for 
MWCI and MWSI respectively. Despite this poor performance MWCI still boasts with their 
achievements by saying; “Because we started a massive mainline replacement when we took over 
from MWSS then the NRW was 63-68 % but now it is only 37 %. And we can attribute that largely to 
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main line replacement.”136 On top of that MWCI today proclaim that because of the central 
distribution system they have extended their 24-hour water supply to as many as 92 % of their 
customers.137MWSI failure to reduce NRW is blamed both on illegal connections and long 
distribution lines resulting in much lost water. MWSI explains that when the new treatment plant in 
the south will be built then; “that will also improve our loss of NRW water because we don’t have to 
drive water all the way from De La Mesa and Angat Dam all the way down to the south.” 138  

Third, the sewerage and sanitation coverage is less than what is to be desired. As of today 
MWSI only “covers about 14 percent of the service area in the west zone and they are concentrated 
in Manila, Caloocan and Quezon City. These are the old areas. Then we have a sanitation 
programme where 86 percent of our customers are covered, through septic tanks, these are 
collected every 7 years for free by Maynilad.”139 MWCI figures are similar here “less than 7 % is 
covered as of today.” But MWCI is about to invest heavily into this area in the future and they are 
therefore “allocating 4 billion for the CAPEX140 and largely 7 Billion until 2022 is supposed to be 
on sanitation. By next month we are signing a new loan with the WB to do the 3rd sewerage project, 
worth 64 million, for an additional septic treatment plant.  The rest is sanitation.” 141 Still, at 
present the largest problems seem to be related to finding capital and space for the treatment of raw 
sewerage and convince customers of the importance of having sewerage and sanitation to increase 
revenues for such purposes. Because as Jennifer Francis (ADB) put it; “shit is not an exciting 
subject so people don’t want to have it. As long as they don’t have to see it they don’t bother, so to 
make them understand that you have to treat it and all of that is not interesting. Because for them as 
long as you can get rid of it, they don’t think further, so yes it is ignorance first and lack of 
education.”142 But because the companies themselves cannot set up a treatment plant it is up to the 
government to make such decisions and as of yet the companies are waiting. Mrs. Floor explains;  

 
“For our area we have already agreed with the government to delay all sewerage expansion 
until 2013, and by then at least 15 million people will live here. So all that is delayed. The 
company cannot afford it and the government does not want to raise tariff any more. So where 
do you put it and who is going to pay for it? Maynilad even has an area with sewerage but 
people do not want to pay for being connected to the service. Because they don’t want to pay 
for things they cannot see.”143

 
And the problem is exacerbated by the fact that the Metro Manila area is so densely populated and 
“the population is continuously expanding (…) and the expansion of sewerage services is 
arithmetic while the expansion of the population is exponential, so the two will never meet.” 144 
Indeed, an ADB report indicates that the Philippines’ population will double in 30 years to 160 
million and many of them will be living or moving into the Metro Manila area.145 Furthermore, 
putting up a sewerage network costs four times more than a water network because the facility itself 
costs, the chemicals cost, land for dumping is needed and that is complicated in the Philippines, 
since most of it is not flat.146  

Fourth, the rise is water prices since privatization have also been significant. In the 
beginning these increases followed the price mechanisms made out in the concession agreement but 
                                                 
136 Interview, MWCI, July, 18th 2005 
137 Interview, MWCI, July 18th 2005 
138 Interview, MWSI, June, 27th 2005 
139 Ibid 
140 Capital Expenditure 
141 Interview, MWCI, July 18th 2005 
142 Interview, ADB, July 11th 2005 
143 Ibid 
144 Interview, DLSU, July 7th 2005 
145 ADB, Country Economic Review- Philippines, (Asian Development Bank: Quezon City, August 2003) p. 11  
146 Interview, MWSI, June 27th 2005 
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after the Asian Financial crises both companies were struggling financially, particularly MWSI, and 
eventually the MWSS Board was convinced by the companies that a large amendment in the 
concession agreement had to be made that would allow the companies to “make up for their forex 
losses” by raising the water tariffs even higher and thereby bailing the companies out so they could 
get “enough cash-flow for projects, management or payments.”147 MWSI argued that it was their 
debt burden together with the devaluation was to blame, while MWCI said that the Asian Financial 
crises together with the overruns of the Omiray project was the reason for why the amendment had 
to be made.148  

Critics however, have stated that the even though “the Asian crises caused a devaluation 
of the peso of a hundred percent, they (MWSI and MWCI) got rate increases on both sides that are 
more than 500 %, and Maynilad still remains unbankable.” On top of that “they were also given a 
new mechanism for recovering such extra ordinary costs arising from the Asian crises which 
allowed them to collect currency related expenses immediately instead of over two decades as in the 
original contract.”149 Consequently, many critics of privatization, such as FDC, IBON  and IPD 
argue that not only has the companies breached the contract from a technical aspect they have also 
breached it from a legal standpoint, since they failed to live up to their promises and then had 
customers pay for their failures with increased water tariffs. They continue by arguing that it was 
the structure of the bidding process, the weakness of the regulators and the mismanagement and 
inefficiency of the separate companies that is to be blamed for these unjust tariff increases and the 
poor service performance.150Still, despite the inability of the companies to live up to their agreed 
obligations more people are now actually connected to the water network than before privatization 
and water supply is also more reliable with less interruption than before. Above all however, it is 
probably the quality level of water and the reliability in that water that has had the most positive 
changes since privatization begun. Water quality is now checked in about 1500 sampling places 
across the entire Metro Manila area every month by both companies respectively as well as by the 
MWSS. And this has resulted in improved water quality, with less adverse outbreaks of cholera, 
typhoid and echoli respectively.151 Furthermore, according to Dr. Gerardo V. Bayugo, Director of 
the Department for Health in the National Capital Region; “There has been a 36 % reduction in 
infant mortality rate in 2004 (in the East Zone) due to diarrhoea because of improvements in water 
supply, and in particular the extension of 24-hour service to deprived areas.”152

 
6.3. Water Provisioning among the Urban Poor in Metro Manila 
Even though the water situation is slowly starting 
to improve in some parts of Metro Manila, the 
daily heartaches with receiving and fetching water 
from a multitude of sources is still common where 
the urban poor reside. Fig. 5 shows the water 
source options available for those living in the 
barangays’ covered by the questionnaire. Note 
that deep well is not one of them here. 

Fig. 5 Types of Water Sources 
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147 Interview, MWSS, June 23rd 2005 
148 Interview, MWCI. The Omiray Project involves the building of a transmission line from Omiray river to the Angat Dam that will 
provide an alternative water source for the MWCI area during the dry season.  
149 Interview, IPD, June 29th 2005 
150 Interview, FDC, Sept. 3rd 2005,  IPD June 29th 2005 & IBON, 23rd of July 2005 
151 Interview, MWSS, June 23rd 2005,  MWSI, June 27th 2005, MWCI, July 18th 2005 
152 MWCI, Sustainability Report, (Quezon City, MWCI- Sustainable Development Cluster, 2004) p. 25 
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The daily water struggles in the depressed areas of Metro Manila became even more apparent to me 
when I visited a barangay called Sun Valley in Pasay City close to the country’s largest airport and 
the southern most part of the MWSI concession area. Four years ago people in this community had 
water in their taps because most of them were already connected to the distribution network and 
therefore have individual connections coming into their homes, but since then the water meters have 
stopped ticking and the pipes have been dry. Lack of supply has been the explanation by the 
company and the government. Not surprisingly then, the general sentiment among people here 
today is that things were better under MWSS, because then water was flowing through their taps.  
So now people have to resort to other water sources to satisfy their water needs. Hence, a few of 
them currently are lucky to get water from deep wells, while others have to rely on water coming 
through a rubber hose from the neighbouring barangay’s community tank, which is filled up and 
supplied by government trucks and MWSI a couple of times a month. But the majority are getting 
their water from street vendors where large five gallon containers cost 25 pesos and smaller ones 
with room for only a couple of litres cost two pesos. And even those who have a well or get most of 
their water from tanks buy vended water on a regular basis because it is fairly accessible and close 
to hand. 

On the surface life seems pretty comfortable and easy-going here, but once you get the 
chance to scratch that surface and get to know more about peoples life situation you soon realize 
that there is also a great deal of distress residing here and the current water situation is definitely 
one of the issues that people find most troubling. Not only is vended water a big expense for 
households, it is also unreliable since the neighbouring community gets their water needs met first 
and refilling of the tank is not consistent. On top of that people complain about the yellow 
colouring of the water at times, but mostly it is the bad smell that deter people from using it for 
drinking.. Instead a family has to buy and share small amounts of bottled drinking water at an 
expense of around 40 PhP per day for a family of four to six. This is a huge expense in a 
community where daily wage earnings stay around 300-500 PhP a day, which is also considered 
minimum wage in the Philippines.153 Most of the men and older boys here work at the airport, 
while their wives, daughters, sisters and grandmothers work in the community having small sari-
sari shops or survive on doing laundry for other people. 

 
On the other side of the Pasig River, right beside the river floodway lays another poor urban 
barangay with the name of St. Lucia. Here the living conditions are similar to the barangay in Pasay 
City but the water situation is dramatically different. Due in part by that this community is located 
in the east zone of Metro Manila and has been lucky enough to be targeted by MWCI’s flagship 
initiative for community outreach, the so called “Tubig Para Sa Barangay” (TPSB) programme.154 
The project expressed in MWCI’s first Sustainability Report from 2004 “is a means to provide 
water delivery services to the poorest communities in the Manila Water’s concession area.” And 
according to MWCI data, 700,000 residents of Manila had been connected to water services through 
the TPSB programme by 2004 and it was projected that an additional 100,000 urban poor would 
take part in it by the end of 2005.155 The TPSB project has many variations, depending on the 
community targeted, but can be group into three major categories. First, individual connections; 
second, groupings with four to six connections and last it is the mother meter kind, “which is used 
when it is difficult to build a tertiary line that goes through their premises because more often that 
not these properties are still under juridical indecisiveness because ownership has not yet been 

                                                 
153 Interview, IPD, 29th June 2005 
154 “Tubig Para Sa Barangay” means Water for the Community and was launched soon after privatization. 
155 MWCI, 2004, p. 24 
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established.”156 According to Annabel Rebosora, the MWCI Territory Business Manager for Pasig 
City, the communities selected for the programme do not follow a scheme, rather it follows the 
concessions agreement and where the water system allows for new connections and where areas on 
their distribution map are red, indicating high intermittent water supply.   

Two significant requirements for taking part in the TPSB programme is that the barangay 
settlers are certified as bonifide residents157 and are also organized into different associations that 
have local leaders, so called purok leaders, who are able to take care of delegating the tasks of 
collecting water bills, reporting leaks and suspicious illegal connections. In St. Lucia there are nine 
mother meters that are directly situated outside the border of the community. In the neighbourhood I 
visited one mother meter had 50 connections running it supplying water for 127 families. A strong 
connection to the local government made it possible for this neighbourhood to partake in the TPSB 
because the city mayor provided the financial means to buy PVC pipes to be used by the 
association. A local government initiative also made it possible for the barangay to have a 
socialized pricing scheme of the mother meter bill, meaning that the bill is divided by the number of 
residents, giving an average price for people rather than actual usage rates, which have decreased 
average water costs for all the community’s residents. On average five people share one individual 
connection here and they pay about 100 pesos per month for water that is supplied 24 hours a day 
with optimum pressure.158 Another positive aspect of the seemingly strong organization of the 
community is that the associations has created a security fund which all residents contributes 10 
pesos to each month to make sure that if one individual household for some reason cannot pay their 
part of the mother meter bill then the water bill will still get paid and hence the water service will 
not be disconnected.  

   

Fig. 6 Water Meters and 
Pipelines in St. Lucia  

Fig. 7 View Across the Pasig 
River from St. Lucia  

                                                                                                                                        Photo: Andreas Gabrielsson 
The general sentiment here, in comparison to Sun Valley, is that the water situation has improved 
tremendously since privatization. People today not only have direct supply of water into their 
homes and can access it around the clock they also drink the water straight from the tap without 
boiling it because they consider it to be safe having water available at all times also means that they 
can more easily flush away the human waste that is later collected in septic tanks underneath their 
water toilets. Furthermore, people pay much less for water today than what they did prior to 
privatization. Because then they also had to resort to buying water from vendors at a price of six 
pesos per five gallon container or get it through government truck delivery from neighbouring 
barangays.  
 

                                                 
156 Interview, MWCI, July 18th 2005 
157 A tag number, a type of legal status as a resident rather than a squatter in a particular area.  
158 In comparison with the pressure we had in our apartment in Ermita during our stay in Manila. 
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In the northeastern corner of the metropolitan area, in Quezon City, there is a barangay called 
Matandang with 47,000 residents. Not all inhabitants here belong to the lowest income brackets. 
Indeed, there is also a subdivision area in this barangay called Loyolla Grand Villas (LGV) where 
some extremely rich people live in grand houses that look more like mansions. A short walk away 
from LGV on the other side of a steep lush green hill lays the neighbourhood of Sitio Payong, 
which consists of about 500 families with a range of 5-13 people in each household. Living 
conditions here are very basic and most houses are built using a mix of cement blocks, odds and 
ends of lumber wood and galvanized steel for roofs. As many as 80 % here work in construction for 
a living, while the rest survive on being tricycle or jeepney drivers and selling vegetables which 
brings in on average around 250 PhP a day.  

Peter Mateo is Purok leader here and he tells me about the water and the living situation in 
the community. The main sources of water come from natural springs, deep wells and a water 
station run by MWSI one kilometre away. The well water is retrieved by the help of a diesel pump 
that runs 10 hours a day and supplies 50-100 families with water for washing, laundry, and 
sometimes for cooking but not for drinking because it is not clean and it contains a lot of iron and 
therefore has an orange tone, which some people find dangerous. Instead all water used for drinking 
comes from the water station on the other side of the hill at five pesos per four-gallon container. 
Because of the distance some families pays someone to carry it across the hill for an additional 20 
pesos a piece. When it comes to sanitation only a few residents have septic tanks, most have no 
toilets at all and therefore wrap their human waste in newspapers, which are later either buried in 
the ground or thrown out in the forest. In addition, since privatization, an armed guard also patrols 
the community several times a day to make sure that people do not make any extensions to their 
houses’, hence it makes it difficult for people to build a room for sanitary purposes.  

In 1995, before privatization took place this community had a public water connection 
installed, which was shared by the entire community. But it later turned out that the connection had 
been installed illegally, by corrupt MWSS workers looking to make some extra money. So in 1999 
when MWSI surveyed the area they found the connection and wanted to charge the villagers a 4000 
pesos/family connection fee plus a 300 pesos penalty fee for having bought water illegally. But 
none of the families could afford to pay this so they negotiated with the company if they could 
maybe pay the fees in instalments but MWSI said no and so the connections was shut down and 
dismantled. Later, in 2001 the community applied for a legal connection from MWSI but they 
replied that the community had to get a “right of way” which would allow their pipes to go through 
their property from the LGV subdivision area, as of today however they have not been granted this 
right and that is due in part because they are still legally considered squatters, even though some of 
the residents have lived here since the 1930’s. Consequently, there is still no water connection in the 
community, despite the fact that the water distribution network is close at hand. More acute 
problems however, relates to where people here will live in the future because both the Ayala 
Group and the Lopez family (the corporate owners of MWCI and MWSI respectively) are interested 
in the area for real estate purposes which would result in a complete demolition of this community 
and the two directly adjacent to it, a decision that would affect an estimated 10,000 people.159 In 
sum, the outcome of privatization for this particular community has been devastating, not only in 
the short term with higher costs and inconveniences for accessing water and disposing of sewerage 
but potentially also in the long-term if people are forced to move somewhere else. 
 
The programme corresponding to MWCI’s TPSB at MWSI is called “Bayan Tubig” and this is 
quite different from the structure and management of TPSB because it generally only involves the 

                                                 
159 Interview with Peter Mateo, 14th of July 2005. 
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instalments of individual connections and hence does not rely as much on the organization and 
cooperation with and between communities as the TPSB programme does. Both MWSI and MWCI 
states that targeting poor areas are good for business, maybe not for the sake of incoming revenues 
from water consumption, since the poor use less water, but more because of the reduction of NRW, 
and this is particularly true in MWCI areas covered by mother meters, where leaks and illegal 
connections now are almost non-existent.160

 
The most pro-poor element of the concession agreement was the near-universal coverage of water 
services. But the failure of both companies161 to extend these services to the urban poor at the same 
rate as agreed to in the agreement (See Table 1) has had serious consequences, some of which has 
been described above. Data collected from pilot studies in depressed areas conducted by the IPD 
also indicate some other problems namely; “If you have a connection to the water system and your 
household is at the threshold of poverty you will be consuming about 97 litres per person/day (…) if 
you are a poor family but do not have a pipe connection you have to rely on vendors and then your 
per capita consumption will be less than 20 litres.”162  The result of such a minimum water usage is 
that people are more likely to get sick because they have less ability to fend off diseases. 
Furthermore, the statistics board who measures the incidence of poverty in the Metro Manila area 
says that poverty is really low in Manila, around 12 % while IPD studies along with ADB estimates 
indicates that at least 40 % of households in Metro Manila are poor and live in informal settlements 
with an average annual income of PhP 18,000 for a family of six. 163 These differences in numbers, 
skews a lot of the statistics about service performance reported by both of the companies, especially 
regarding their progress in the depressed areas. In addition studies carried out by both the IBON 
Foundation and the IPD also show that there are many instances where the TPSB and the Bayan 
Tubig programme has been implemented where many more people that was first intended share the 
same connections164 and that reselling of water from such connections also is a frequent occurrence, 
which may lead to exploitation of those with least money in the community. Another issue which 
the PCWS has noted is that due to the arrangements of the companies they have no liability to the 
communities beyond the mother meters or community connections, therefore when there are 
problems with the quality of water and an outbreak occurs it is up to the community themselves to 
handle that. Moreover, the lack of a subsidy structure when it comes to the connection fee165 has 
resulted in that many poor families have not been able to afford to get a connection because they 
generally have to pay it upfront and even if they sometimes can pay it in instalments they usually do 
not have enough money left over for savings when other necessary expenses have been paid.166  

With that understanding in mind the NGO’s interviewed argue that those who belong to 
the lowest income classes are the ones most marginalized and financially punished by the current 
privatization set-up, because they have to rely on bought water from other sources than from a 
private tap, which is at least seven times more expensive than water provided by the private 
companies.167 Responses from the distributed questionnaires also indicate that compared to the 

                                                 
160 Interview, MWSI, June 27th 2005 and MWCI, July 18th 2005 
161 All NGO’s interviewed agree that MWSI’s poor performance is much more severe than that of MWCI who at least have managed 
to extend water services to the urban poor with less interruptions, better quality and pressure but they have still not lived up to the 
targets set in the contract.  
162 Interview, IPD, 29th June 2005 & ADB, Proposed Grant Assistance to the Republic of the Philippines for Strategic Private Sector 
Partnership for Urban Poverty Reduction in Metro Manila, (ADB: Quezon City, September, 2002) p. 1 
163 Ibid 
164 In one case as many 26 households instead of 10 shared one mother meter.  
165 The connection fee is the same for everyone in the city, no matter if you are rich or poor, as of today it averages around 4000-
5000 pesos/connection depending on which company it is. 
166 Interview, PCWS, June 28th 2005 
167 MWCI, 2004, p. 24 
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average income and waters costs in St. Lucia of 300-500 pesos/day and 100 pesos per 
month/household respectively, people living in the poor communities of Malate, Balara and UP 
Diliman Employment Village are generally paying much more for water than what residents in St 
Lucia are. See figure 8 and 9. Indeed, a majority of the questionnaire respondents answered that 
their household spent between 300-600 pesos per month on water and as many as 10 of them even 
paid over 900 pesos per month.  
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Fig. 10  Comparison of Water Availability
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Fig. 11 Observed Pipe Reparations and 
Extensions 
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The questionnaire responses illustrated in Figure 10 also show that there are considerable 
differences between how many hours water is available between the two concession areas.  
Indeed, as many as 18 of the 25 respondents in the MWCI area has answered that they have 24-
hour water supply, while only eight have it in the MWSI area. In addition, seven people said that 
they only have water available between one to five hours a day. These numbers thus concurs fairly 
well with the data on intermittent water supply within the metropolitan area submitted and 
surveyed by the two companies and the MWSS regulation office.168 In Figure 11 the differences 
between the respective companies’ performance when it comes to reparations and extensions of 
                                                 
168 MWSS-RO, 2003, p. 8 
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pipelines can be compared. Responses here seem to point out that it is MWCI who are out on the 
streets doing repairs, while MWSI has been less productive in these particular areas.   

Figure 12. Opinions on Water 
Improvements since Privatization 
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Fig. 13 Responses to If Water Needs Are 
Currently Met
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Similarly, opinions about the improvements of water privatization on the respondents respective 
water situation seen in Figure 12 seem to indicate some positive changes within the MWCI area, 
since as many as 14 say that improvements have been made, while respondents in the MWSI area 
is not entirely satisfied with the work performed in their particular barangay, here 11 say that some 
improvements have been made but they are not enough. Many also hesitate to answer, probably 
because of the contentious nature of the question asked. Even though the responses from the 
questionnaires gives the impression that there are sizeable differences between the two service 
areas, a noteworthy majority of the respondents from both areas answered that they indeed have 
enough water to satisfy their needs, as seen in Figure 13. 
 

7. Discussion and Analysis 
7.1 Water Management Sustainability in Manila – Compromised or a Possibility? 
There are a number of reasons for why the potentially positive impacts of water privatization on 
sustainability may be compromised in Manila. And they can be loosely grouped into factors relating 
to water price, water demand and water quality. First, the pricing policy implied by the concession 
agreement does not take full account of the opportunity cost of externalities in water production and 
consumption, hence neither the cost of effluents discharged from water production or the water 
wasted after usage is included in the price of the water, even though that significantly affects the 
quality of the natural environment and that in turn also has economic costs for society.169 Second, 
there are no price charged on the raw water from the Angat Dam, despite competing uses170 this not 
only results in a misallocation of water resources in favour of lower valued uses but it also worsen 
groundwater depletion, and promotes wasteful usage of water.171 Third, the increasingly higher 
water tariffs combined with the failure of the concessionaires to meet their coverage targets is 
further promoting use of deep wells, where such sources are available, again leading to a reduction 
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of ground water tables, an external cost not reflected in the price of water.172 Fourth, the increasing 
bloc tariff structure that is suppose to charge industrial and commercial users more for water than 
what households have to pay is about to backlash, because as many as 80 percent of industries and 
businesses are excluded from the concession agreement and they are therefore getting their water 
from deep wells, free of charge.173 Hence, water conservation in the industrial sector is almost non-
existent and the private water companies are not getting revenues from their water use, despite the 
fact that they presumably use vast amounts of water in their production. The exclusion clause in the 
agreement was not deemed as a problem at first because it was presumed that it would be in the 
interest of the water companies to expand coverage also to these users. But as Davis points out;  

 
“That is only true if the marginal revenue is greater than marginal cost of 
increasing water supply, or when Angat water priced at zero, is plentiful (...) 
given the present water rate structure, however, the marginal cost of increasing 
water supply by further reductions of NRW through pipe rehabilitation or 
intensifying groundwater pumping will likely be higher than marginal 
revenues.”174  

 
Hence, it is not in the economic interest of the private companies to include industrial users because 
that would mean a lot of infrastructural expansion at a high cost. In addition, reducing NRW only 
increases revenues for the companies but it does not address the issue of conservation of water 
supply, even though that in the long-term perspective is a critical factor for company survival.175

Furthermore, Davis also prove that the water demand projections used in both companies’ 
financial and technical bids were grossly underestimated and much of that was due to population 
growth being underestimated and the lack of monitoring and reliability in the information given on 
water usage by the industrial and commercial sectors.176 A serious consequence of this is that water 
supply from surface sources may become scarce sooner than expected, resulting in both water 
shortages for users, and put limitations on meeting water supply performance targets in the future. 
Additionally, the impacts of such scarcity on the natural environment are potentially detrimental.  
Underestimation of demand projections also has the potential for postponing new developments in 
surface water supply, since that has such high capital costs.177  

Moreover, privatization’s potential for improving health and reducing water pollution is 
much dependent on the success of internalizing the externalities in water consumption, expanding 
sanitation and sewerage services and in the enforcement of stricter water and waste water 
standards.178 Unfortunately only two out of these three factors can be viewed as seemingly 
successful in Metro Manila. The main reason for this is the obvious and inexcusable failure of the 
concessionaires to extend utility services at a reasonable rate to its customers, especially regarding 
sanitation and sewerage. In addition, “the exclusion of a segment of the population and the 
commercial and industrial users of water in the water supply and sanitation coverage targets leave a 
significant part of the population with little government support to ensure good quality of drinking 
water.”179 Certainly, the failure to include industries into the sanitation and sewerage network 
tempts me to question where their industrial effluents end up. Wherever it may be, it is hardly 
environmentally sustainable. Still, both water and wastewater standards have increased since 
privatization and the positive results of this, as mentioned before, have been reductions in the 
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number of cases of water-borne diseases among the population in the capital. In addition, MWCI as 
one of the first companies in the Philippines has written and published their first sustainability 
report using the guidelines prescribed by the Global Reporting Initiative, something at least worth 
mentioning, even though the report itself may leave readers less than satisfied when the 
performance indicators are further scrutinized.180

In sum, out of the four principals suggested by Serageldin for why current water policies 
and management practices are failing to achieve social, economic, political/institutional and 
environmental sustainability, at least two correspond to the current situation in Manila; the 
fragmentation of the water management between sectors and institutions, and the neglect of health 
and environmental concerns in the water management performed by the private companies.181 
Moreover, there is also a general absence of a strong, autonomous regulatory and institutional 
framework governing the water sector in the Philippines and that combined with the other risks just 
mentioned in this section seriously compromises the ability for achieving the goals of integrated 
water resource management advocated in Agenda 21, the Dublin Principles and by the WB, and 
without those vital elements it is impossible to see how water management sustainability can ever 
come about in Metro Manila.182  
 
7.2 Privatization - Success or Failure? 
It is undoubtedly so that my interview respondents had their own agendas that they wanted to convey 
and persuade me with. Consequently, the proponents of water privatization hesitated to critique their 
own sides’ failed performance by blaming it on factors beyond their control, such as the Asian 
financial crises and the El Nino, while opponents on the other hand had a difficult time giving credits 
to the improvements that have been made since privatization because of their strong opposition 
against water privatization in principle. Surely, there are ample of examples from the field that 
shows that water privatization in Metro Manila has been a complete failure but also in some specific 
cases a success, depending on where you choose to look.  

Seen from a purely economic standpoint we can now say that MWSI failed miserably with 
the privatization of the west zone, since they remained unbankable throughout because expenditures 
turned out to be much higher than projected and actual operating revenues fell short, hence its profit 
losses of $1037 million in 2001 (See table 1). These losses also explain for MWSI’s pathetically low 
capital expenditure level of $0.1 million in 2001, compared to MWCI’s $16.8 million in the same 
year.183 A direct result of this was that MWSI in early December 2002 sought to withdraw from their 
concession, citing failure to agree on new tariff rates and a new five year moratorium on the payment 
of the concession fee as factors for its decision to pull out.184 The case went to arbitration court and 
eventually their termination was granted in 2004/05. MWCI on the other hand also had financial 
difficulties at first but managed, through the rate-rebasing mechanism in 2002, which allowed for 
rate increases and the scaling down of targets, to stabilize their economy significantly and are now 
instead making huge profits.185 As a matter of fact, MWCI profits were accounted to exceed the set 
rate on return base (RORB) limit of 12 % for public utility companies by 28.92 % in 1999.186 Due to 
this critique mounted from the opponents and a modification of the actual duties of the private water 
companies was made by the MWSS board to ensure that MWCI could continue profit maximization. 
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So now MWCI is no longer seen as a manager of a public utility but rather an “agent and contractor” 
of the MWSS.187 Whether or not that is really not the same thing is open for discussion. The level or 
RORB is off less importance here though; rather it is the profit maximization drive of private 
companies versus providing public needs that is of interest. Indeed, meeting performance targets is 
difficult for private companies when these new investments hinges on the revenues and profits made 
from their current services. Consequently, restrictions have to be made, and that limits the scope of 
infrastructural reparations and expansion of services for some. That in itself is not consistent with 
assumed societal goals of universal service coverage.  

 The way profits is made is also an issue to be debated, if such profits come from increased 
efficiency, by improving water billing, reducing NRW and number of workers per connection that 
is one thing and those are also examples of success with privatization, but in the case of MWCI 
much profits also come from raised water tariffs. In fact, since privatization in 1997 water tariffs 
have increased by as much as 670 %.188 One must wonder if such a hefty price increase is 
justifiable, true some of these rate increases had legitimate reasons,189 but others are more 
questionable, considering that the privatization scheme is still young and massive capital 
investments still have to be made to meet the performance targets of yesterday and even more will 
be needed to meet the growing demand for water and sanitation in the future, hence even higher 
rates are to be expected. But will customers be able to afford such increases in the future? Only time 
can tell of what will happen, but it is uncertain if the private water companies can actually provide 
fair services at affordable prices in the long run. Indeed, the water privatization in Cochabamba, 
Bolivia was terminated due in large part to people’s resistance to extensive rate hikes.190

 
Calculating performance is another major failure since privatization. Indeed, both concessionaires 
claim population coverage based on a count of 9.2 persons per connection. This number was used 
for all calculations across the service areas, irrespective of the density of the population in those 
communities. According to Esguerra this number has likely led to significant overestimates in some 
areas. Table 2 indicates an alternative calculation of what the water supply coverage performance 
would be using advice from an expert demographer.191

 
Table 2. Performance in Water Supply Coverage 2001 (Percent) 

MWCI MWSI 
Target Estimated Claimed Target Estimated Claimed 
77.1 65 84 87.4 76 84 

        Source: Esguerra (2005)  
 
McIntosh uses even more moderate numbers when calculating piped water coverage. In his 
estimates MWSI only covered 37 % of their service area and MWCI fared even worse, a mere 34 % 
in 2001, based on a household connections with five people per connection.192 These numbers are 
drastically lower than what the concessionaires themselves have reported to the MWSS-RO, 
indicating that their lack in performance was even bigger than initially reported. These findings of 
course also puts doubts on the reliability of other performance indicators, such as sewerage 
coverage, intermittent supply and NRW. Clearly, it is important that such indicators are correct 
because it is otherwise difficult for other stakeholders to see if the water companies are meeting 
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their targets and hold them accountable for potential failures. Regarding this matter, the MWSS-RO 
is also to blame, because they have failed to live up to their responsibility of monitoring the 
different concessionaires’ technical and customer service performance. The fact that the RO was 
created as a result of the contract and gets its primary funding from the concessionaires may be one 
of the major reasons for this.193 Because of this one may argue that the RO is not really an 
independent agency and that limits their ability to objectively monitor the concessionaires. Gleick et 
al. also warns about the risks of this kind of set up, by saying that “weaknesses in monitoring 
progress may lead to ineffective service provision” and in Manila this is exactly what has 
happened.194 To make matters worse, the MWSS Board of Trustees and thus the chief of the RO is 
politically appointed, indicating potential for political pressure from above. Moreover, additional 
duties of the RO include making recommendations about water tariffs to the MWSS Board.195 With 
both of these factors in mind together with the rate hikes of late it is not difficult to see that the 
current MWSS-RO is severely crippled and potentially even subdued by the economic interests of 
the concessionaires’ and the political pressure from the ruling party of the country, since they 
effectively allowed for such hikes and also in the end made it possible for MWSI to terminate their 
contract even though they had failed to pay their concession fees. A serious outcome of this is that 
the critical elements of transparency, accountability and public participation is being compromised, 
elements fundamental for safeguarding the interest of the public, for whom the MWSS-RO should 
be expected to work for. In addition, using benchmarking, as a tool for monitoring and pushing for 
improvements in service performance has proved risky and quite useless in the Manila case.196 
Mainly due to the fact that benchmarking and water rates have differed considerably between the 
concessionaires, hence competition between the companies have been omitted and the only ones 
paying for that is the customers, either by not receiving services or by paying a higher tariff than 
their zone neighbors.  
 
Another potential risk of privatization, which appears to have been materialized by MWCI, is the 
degree of transfer of governmental assets into the hands of the already wealthy.197 Certainly, water 
privatization in Manila meant that the Ayala’s, one of the richest and most influential families in the 
Philippines now also have a foot in the water sector and that together with their stronghold in the 
real estate market makes them extremely powerful in the political arena.198 This may cause 
problems, specifically for the urban poor, who mostly live in illegal settlements, which are perfect 
targets for new subdivision areas. A problem perfectly exemplified and felt during my visit to the 
neighborhood of Sitio Payong in Matandang.  
 
7.3 Water for All or Only for Some? 
 
“If the misery of our poor be caused not by the laws of nature, but by our institutions, great is our sin.”                                           

~Charles Darwin 
 
The results of the questionnaire showed that as many as 26 out of 50 of the respondents’ accessed 
water through a tap. These numbers are not an accurate representation of the water situation among 
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the urban poor in Metro Manila. In actual fact, as McIntosh indicates in his book, as many as 5 
million urban poor where still living without access to piped water in 2001 and even though both 
concessionaires claim to have extended services by several hundred thousand since then, it is far 
from enough, when population growth and increased urbanization is also taken into account. 
Furthermore, the miscalculations referred to in the last section, also puts doubts on the reliability of 
the reported figures regarding extensions to the poor as well. Additionally, the exclusion clause in 
the concession agreement have resulted in that “a smaller un-served population helps the 
concessionaires make progress toward their coverage targets,” again a factor contributing to an 
overestimation in the coverage completed by the companies.199 Moreover, surveying and calculating 
people served in squatter settlements may be more difficult than in a subdivision area, for the simple 
reason that they live closer together but are more transient than formal settlers, because they are 
constantly on the move to escape authorities and find work. This predicament also affects the way 
the urban poor access water because even if they are able to afford the connection fee they may 
eventually have trouble paying the bill, and only one missed payment results in an automatic 
disconnection, ultimately setting them back to square one. Indeed, a series of focus group 
discussions (FDG’s) conducted by the PCWS in four urban poor communities showed that after 
disconnection from the network most families could not afford the reconnection charge stipulated by 
the private companies. In addition, people felt that it was unfair that they had to pay the same water 
tariffs, connection fees and other add-on charges, such as paying for pipes and installments beyond 
the meter, as the rich.200  

A major reason for these economic inequities follows upon treating water merely as an 
economic good, and thus introducing full-cost recovery schemes, which supposedly will improve 
economic efficiency and prevent water being wasted. But for the urban poor in Manila this has 
effectively meant that all subsidies on water and sanitation have been removed, hence they are now 
paying as much for water as the CEO of MWCI is, irrespective of their income level. To make matters 
worse, despite rate increases service provision has not improved in many poor communities, hence 
water pressure is still low and intermittent water supply high and an inconvenience for many, and for 
some, as in the case of Sun Valley, people are paying for water that is not even being delivered to 
them.201 These specific problems were also seen in Dar es Salaam, Tanzania after water privatization 
took place in 2003. Here water tariffs also increased substantially after privatization, which arguably 
may have been justified since the Tanzanian government previously had provided large subsidies to 
those with individual connections. Soon after privatization begun however, poor consumers started to 
complain about increased prices since services were not improving or lacking all together, hence in 
many instances people had to pay twice to get water, once to the private company City Water and then 
to a street vendor. Furthermore, households that refused to pay for undelivered water were threatened 
with complete disconnection, forcing some to bribe their bill collector.202 Still, development studies 
show that people’s willingness to pay for water and sanitation when such services are reliable is quite 
high, even among the urban poor.203 This sentiment was also pointed out in Manila in the responses 
made in some of the questionnaires, especially in the answers regarding opinions on water prices and if 
current water needs were met. Many did not find water prices to be beyond their level of affordability 
yet. But there were also some respondents, and even more opinions among the people in the 
communities visited that voiced their concern regarding water prices being raised several times a year.  
So what these residents along with the participants’ taking part in PCWS FGD’s are calling for is a 
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“socialized or subsidized” water and sanitation rate for the poorest urban poor, so that they will not 
risk financial ruin every time they receive their water and sanitation bill.204

Certainly, all subsidies are not appropriate, especially not those that deal with natural 
resources because the real cost of extraction, use and handling of wastes are rarely included in the 
set price. But when it comes to water, a basic necessity for human survival, a removal of subsidies 
may have disastrous results, particularly for the poor, since that may force people to use water 
sources that are either polluted or highly unsustainable in the long run.205 Sitio Payong is a good 
example, since people here are resorted to using seemingly dirty water from deep wells for washing 
and bathing, mainly because of the inconvenience and with that a higher cost of accessing water 
that is supposedly clean from the MWCI water station, one kilometer away. Accordingly, lack of 
subsidies may in some cases actually result in a failure to protect the most vulnerable groups in 
society, which in this case are the urban poor.  
 
Another important economical issue for the poor since privatization is the increasing bloc tariff 
structure that was inherited from the MWSS. This pricing structure was adopted because it was seen 
as a way to cross-subsidize poor households, on the assumption that they use low amounts of 
water.206 It has later been recognized however that this pricing structure has serious disadvantages 
and most of the time it even defeats its purpose because poor people cannot usually afford an 
individual connection, instead they share one with other households or get water from a group or 
mother meter, which increases the total amount of water used to such levels that they end up paying 
water at the highest bloc rate, four times more expensive than the first bloc consumers.207 Such high 
costs for water means less money for other household expenses and may arguably also restrict the 
overall water amounts used. These price differences within and between communities was also seen 
in both questionnaire responses (See Fig. 9) and highlighted by people in the visited communities.  
 
Another equally important matter has to do with public inclusion and participation in the decision 
making process before and after privatization took place. The FDG’s held by PCWS have indicated 
that many of the urban poor have felt left out in the privatization process because there is a lack of 
transparency in the operations of the water utility and its dealings with government as well as severe 
shortages in the information given out to the public about water quality and quantity. These combined 
factors has led the urban poor to believe that the regulators protect the water companies, not the 
consumers, and that they argue has been the main reason for why investments been so low in the urban 
poor communities so far.208 Similar problems were also specified in Dar es Salaam, where consumers 
argued that the privatization process did not involve any meaningful public participation, nor any 
public discussions about the policy alternatives to privatization, instead consultations were only 
conducted to inform people of what had already been decided.209 These types of consultations with the 
public were also held in Manila, but after the decision to privatize had already been made.210  
 
As mentioned in earlier sections, restrictions on affordability and access to water result in less 
consumption and usage of water among the urban poor. In Metro Manila the differences in water 
usage from having an individual connection or having to rely of vended water is significant and 
noteworthy, indeed it may mean a seven times difference in water amounts, from 15 liters per 
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person and day (l/p/d) to 97.211 Surely, the water situation in Sun Valley proved that the low level 
of water usage is compromising people’s health and contributing to an unsustainable living situation 
overall, particularly among those who have to resort to buying and sharing of bottled water for 
drinking, but can only afford one or two per day, thereby limiting their water intake per person to a 
critically low level. From a health perspective this is especially worrisome, because even though 
many urban poor drink purified water as a preventative measure to avoid prohibitive medical care, 
the high cost of such bottled water limits their water consumption and that ironically increases the 
risk of dehydration and the attraction of other illnesses that requires medical attention with a price 
tag. According to Peter Gleick, low levels of water usage, such as those referred to above, is not 
sufficient for all of the human functions that water is required for. In his analysis he recommends 
that the minimum amount of water that a human being needs amounts to 50 l/p/d.212 Included in this 
amount is five liters for drinking, 20 liters for basic sanitation, 15 liters for bathing/showering and 
10 liters for food preparation.213 These numbers are also in line with other basic water 
recommendations suggested by the WHO, WB, and in the Agenda 21.214  

Implementation of such water standards, however, would require a shift away from 
valuing water merely as an economic good, towards valuing it also as a human right. Because only 
then will there be an obligation for States or other parties to provide those water resources when 
they are lacking.215Acknowledging water as a human right also brings attention to an issue, often 
discussed on a global level but generally ignored on a national level, down to its proper scale, where 
it more easily can be implemented through national legal obligations. In addition, it may help set 
priorities for water policy, particularly regarding basic water requirements (BWR) for the poor.216 
Internationally, one could argue that the legal basis for this suggested basic water requirement has 
already been made in the second principle of the UNCESCR’s general comment, which states that 
“the human right to water entitles everyone to sufficient, affordable, physically accessible, safe and 
acceptable water for personal and domestic uses.”217 The problem here, however, does not relate so 
much to what the BWR should be, that is merely dependant on climatic, environmental and 
technical factors, but instead how to get States to take such a statement to heart and incorporate 
them into their national laws and finally put them to into practice.  

But in the Philippines, there are no current laws that explicitly consider water as a human 
right and a review conducted by the PCWS, of the legal frameworks for delivering water services 
for the poor revealed that “there is no specific mention of the poor, nor are there any references to 
pro-poor regulation.”218 Without these types of laws, policies and guidelines, specifically targeted at 
the poor, it is hard to imagine that the poor will ever be helped by water privatization, since the 
economic mechanisms of privatization are constantly at odds with the financial capacities of the 
poor.       

Moreover, the alleged pro-poor programs created by the private water companies, such as 
the TBSP and Bayan Tubig, also has some limitations. Despite them being seemingly successful in 
the few communities that have been selected, as experienced in St. Lucia, the progress of both 
respective programs have been rather slow, and since the majority of the population in Metro 
Manila belong to the urban poor category, current expansion rates are far from matching the 
tremendous water and sanitation needs of the city’s residents. Additionally, both respective 
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programs have created new problems of their own, such as issues of multiple usage of one 
individual connection, reselling of water beyond the mother meter at higher prices and higher rates 
due to bloc tariffs, which as of yet has not been addressed by the companies. Unfortunately, neither 
of these factors has been conducive to meeting the suggested BWR of the poor or allowing water to 
be valued as a human right in the Philippines.  
 
When it comes to sanitation and sewerage services among the urban poor, it is not an exaggeration 
to say that such service are completely absent in the majority of the city’s barangays. In the long-
run this situation is much more worrisome than the one with water because failure to provide 
sanitation to people means probable disposal of human waste in places where contamination not 
only slowly degrades environmental surroundings and ultimately the water supply but also harms 
other species and jeopardizes human health. Indeed, water pollution caused by poor sanitation leads 
to an economic loss of about 67 billion PhP in the Filipino health, tourism and fishery sector every 
year.219 A small, but noteworthy, response to the enormous challenges of disposal of untreated 
waste in Metro Manila, has been the introduction of Community Based Sanitation projects in low-
income areas by PCWS.  The purpose of these projects have been to educate people in community 
participation and decision making as a means for a community to plan, design and construct cost-
effective and low-maintenance waste-water treatment systems, which they later supervise and 
manage themselves.220 The success of such projects on a small scale is easy to imagine, but due to 
the magnitude of the problem in Metro Manila it is hard to see that such a project actually makes 
any real difference on the overall sanitary situation. It is more like a drop in the bucket.   
 
8. Conclusions and Suggestions for the Future 
From the onset water privatization had many promises, such as infuse capital for rehabilitation of 
the water system, reduce NRW and provide universal coverage of water supply and sanitation at a 
lower cost for the consumers than before privatization began. Eight years later, these promises have 
largely failed to deliver. The gathered empirical data combined with the analysis made in this thesis 
indicates that this have many reasons. True, the private companies made some major misjudgments 
before and during the bidding process that later proved to be financial suicide for at least of one the 
two companies as investors from both companies were too optimistic about the companies’ future 
financial and service performance. Due to this, revenues and expenses did not add up and customers 
had to bear the costs through significantly increased water tariffs. Water planners also contributed 
to the failure because they grossly underestimated NRW rates, quality and length of water pipes of 
the actual water system before privatization and that resulted in higher capital expenses for the 
companies than expected. The government also played a huge role here, because they not only 
allowed for the low bid rate to go through, they also suggested the 90/10 split of the MWSS debt. 
On top of that they did not examine the unrealistic financial forecast and service targets predicted 
by the private companies. Neither did they question; the design of the concession agreement that 
excluded a large part of the population, the majority of industries and commercial centers from the 
water companies’ responsibility or the structure of the bloc tariff, which proved financially 
discriminatory towards poor water users sharing an individual connection. Furthermore, 
government also failed to question the absence of an implementation plan for extending services to 
the poor in particular, even though they make up the majority of the population. And when both 
companies breached their contract by either failing to meet performance targets or by not paying 
concession fees, the government proved that they lacked the political will to penalize the 
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companies, instead they showed leniency by allowing them to make amendments to the contract, 
with yet higher water tariffs as a result. All these errors combined with the impacts of the Asian 
financial crises provide some of the reasons to why privatization in Manila so far, have largely 
failed. Maximization of profits may provide another. Indeed, profits can only be made in areas 
where revenues are steady, hence the exclusion of many poor urban communities and the 
companies’ adherence to the full-cost recovery scheme, and that has made it impossible for many 
urban poor to take advantage of seemingly clean, reliable, low-cost water forcing them to buy and 
use vended, dirty, high-cost water instead, at the expense of their health, social well-being, 
educational capacities and income-generation, all critical factors for escaping poverty.  
 
Still, water privatization in Manila seemed necessary, since the Filipino state had failed, miserably, 
to provide such services to its citizens in the past. But if the critiques made about privatization in 
Manila is ever going to be silenced, significant and comprehensive changes in water management 
has to be made in the future. First, an autonomous regulation office, preferably without any 
politically appointed positions, must be installed, to lessen political and economic pressures from 
above and increase objectivity and transparency in the monitoring of the private companies, this 
will in part also increase the inclusion of the public into the privatization process, since the 
workings of the private sector is no longer hidden from public scrutiny, that in itself also increases 
the trust in government, since they are not relinquishing themselves from their responsibilities to the 
public. Second, water management must become more cross-sectoral involving not only the RO and 
the water companies but also other governmental agencies, such as state health department, 
environmental department and local water boards. This will increase comprehensiveness and 
cooperation and lead to stronger regulations, better monitoring and enforcement capabilities. All of 
which are critical factors in the protection of human health and the environment. Third, the 
concession agreement will have to be amended, which will likely happen anyway since MWSI now 
have terminated their contract and rumor has it that MWCI is taking over the West Area as well. 
One suggested amendment in the contract could be to allow the poorest of the poor to be exempted 
from paying an individual connection fee. True, the cost would be higher for the company at first 
but with a RORB rate of above 40 %, MWCI can afford it, and the benefits will far outweigh the 
costs in the long run since many people’s personal health and household economy will improve 
considerably as a result of the increased water consumption and use and the overall reduced water 
costs. In addition, implementation methods relating to improving and extending services to the poor 
must be clearly defined and made possible in the contract, preferably sanctioned by a legal 
framework that entitles all citizens to a certain basic water requirement, as the one suggested by 
Peter Gleick. The poor must also be included in new water regulation as a specific target group, 
since their economic, social and infrastructural situation is quite different from that of the middle 
and high-income earner group. Fourth, the private sector must expand water supply and 
sanitation/sewerage coverage for industries and commercial centers, because without their 
inclusion, water pollution and unsustainable ground water extraction will remain generally 
unabated.  
 
All of these suggested changes in combination have the potential for increasing overall 
sustainability in Manila by reducing environmental degradation, increase water supply and make 
water from the tap and sanitation services available to all, instead of today, a novelty afforded by 
only a few. Ultimately however, these changes require decisive state action and a socially and 
environmentally conscious private water sector, which can treasure water not only for its monetary 
value but also for its critical contribution to meeting the goals of sustainable development and to a 
life in human dignity.   
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Appendix I 
 

Interview Questions for Water Company Representatives 
1) Male/Female? 
2) What are the main tasks of this company? 
3) What areas of Manila do you cover with your services? 
4) How many people work for the company overall? 
5) From what area of the company’s services do your biggest revenues come from?  
6) How long has this company been involved in the water and sanitation sector?  

 
7) How big is the percentage of in-house water connections in Manila? 

a) And public connections 
 

8) What is the most common way to access water in the poorest Barangays’?  
a) How common are public/community water points? 
b) What is the average distance between the different water points? 
c) Where do people usually go when they cannot get water from a private or a public tap? 

 
 
9) What are the major reasons for interruptions in the water distribution? 
 

a) Do these interruptions differ across sections of the city covered? 
b) If so, why? 

10) How common is it that people access water by connecting illegally to the distribution network? 
11) How common is it that people get water from leaking pipes in the system? 
12) How much of the water going through the system is non-revenue water? 
 
13) Why is non-revenue water so high/low? 
 

a) How do the factors, illegal connections, leaking pipes affect the effectiveness of the water 
distribution? 

b) What can be done in the future to make the water distribution network work better? 
 
14) How many new connections have been built since privatization? 
 

a) How much capital is invested in reparations and extensions of the distribution network/year? 
b) In what areas of the city have new connections been built since privatization? 
c) What about in the poorer Barangays? 
d) What are the future distribution plans? 

15) What is the price per liter/bucket etc of water? 
 

a) Is the water subsidized for the poor in any kind of way? 
b) Does water pricing differ in various Barangays’? 
c) Do water prices differ between the privately distributed water and the water distributed by the state?  
d) Are the set water prices reasonable 

16) How does the water billing work? 
a) How are water prices set? -Is it by tap or by quantity? 
b) What does the water tariff cover? 
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c) Is there a starters connection fee? 
d) Are water customers aware of what the tariff covers? 
e) What is the biggest problem related to collecting water tariffs? 

17) What happens when people cannot pay their bills? 
 
18) Has water prices increased or decreased since privatization? 
 
 
19) How often is the water quality checked? 
 

a) What sorts of contaminants are checked for? 
b) What is the minimum level of accepted contamination of these contaminants? 
c) Who set the these minimum standards?  

20) What is the most common health problems related to water in the poorer Barangays? 
21) How many of the city’s population is covered by a sanitation network? 
 

a) What is the state of the sanitation network in the poorer Barangays? 
 

22) Where do people who do not have access to the city sanitation network get rid of the waste water from 
their toilets? 
23) A common result of increased efficiency in the water network (inflow of water into the city) is increased 
usage of water, this will also increase waste water outflow. 
 Do you perceive this to be a possible problem in the future? 

a) If so, what? 
b) If not, why not?  

 
 
24) What is your opinion on water privatization? 
 

a) If against, what are the arguments for resistance towards privatizing water? 
b) What influence did ADB and WB policies have on the privatization in Manila? 
c) In your opinion, how should water be managed in Manila in the future? 
d) If for, what are the arguments for supporting the privatization of water? 
e) Is privatization the ultimate solution to managing water or are there other solutions? 

25) In your opinion, why did water privatization take place when it did? 
 

a) What kind of political and economical conditions made it possible? 
b) Had it made any difference if it took place earlier or later? 

26) Can the water privatization scheme that took place in Manila be compared with other cities of the 
developing world where privatization has occurred? 
 

a) If yes, what are the similarities? 
b) If no, what are the differences? 

27) Where there any public consultations held before the decision to privatize was made? 
 

a) If yes, how where these organized? 
b) And what was the outcome? 
c) If no, why do you think they weren’t held? 
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28) Have there been any projects set up by your company targeted at improving the water situation for the 
poorer Barangays in Manila since privatization? 
 

a) If yes, how have they been working? 
b) If no, why do you think they have not taken place? 
c) What can your  company do to improve the water situation for the poor in the future? 

29) In your opinion has water privatization improved the lives of people living in the poorer Barangays of 
Manila? 
 

a) If yes, how has it improved their lives? 
b) If no, why not? 
c) What can be done to improve their lives overall? 
 

 
 

Interview Questions for NGO’s & Barangay Captains 
1) Male/Female? 
2) What are the main issues/problems that your NGO work with? 
3) In what areas/Barangay’s of Manila do you mainly work?  
4) How many members and staff does the NGO have? 
5) Where do you get your funding from? 

 
6) What is the most common way to access water in the poorest Barangays’?  

a) How common are public/community water points? 
b)  What is the average distance between the different water points? 
c) Where do people usually go when they cannot get water from  a private or a public tap? 

 
 
7) What are the major reasons for interruptions in the water distribution? 
 

a) Do these interruptions differ across sections of the city covered? 
b) If so, why? 

 
8) How common is it that people access water by connecting illegally to the distribution network? 
 
9) How common is it that people get water from leaking pipes in the system? 
 
10) Why is non-revenue water so high/low? 
 

a) How do the factors, illegal connections, leaking pipes affect the effectiveness of the water 
distribution? 

b) What can be done in the future to make the water distribution network work better? 
 

11) Have your NGO seen any changes in reparations or extensions in the distribution network in the poorer 
Barangays’ since privatization?  
 

a) Why do you think this has happened 
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b) Why do you think this has not happened? 
 
12) What is the price per liter/bucket etc of water in general? 
 

a) Is the water subsidized for the poor in any kind of way? 
b) Does water pricing differ in various Barangays’? 
c) Do water prices differ between the privately distributed water and the water distributed by the state?  
d) Are the set water prices reasonable? 
 

13) How does the water billing work? 
a) How are water prices set? 
b) What does the water tariff cover? 
c) Are water customers aware of what the tariff covers? 

 
14) What happens when people cannot pay their bills? 
 
15) Has water prices increased or decreased since privatization? 
 

a) How has the price difference/lack of difference affected the lives of the poor? 
 

16) In general is the water supplied in the pipes safe for drinking? 
a) If not, what do people do to make it safe? 
 

17) Have any of the NGO’s conducted any water quality analysis of the water in the poorer Barangays of 
Manila? 
 

a) What was the result? 
b) Have there been any changes prior and after privatization? 

 
18) What is the most common health problems related to water in the poorer Barangays? 
 
19) What is the state of the sanitation network in the poorer Barangays in Manila? 
 
20) Where does the waste water from toilets usually go?  
 
21) What is your opinion on water privatization? 
 

a) If against, what are the arguments for resistance towards privatizing water? 
b) What influence did ADB and WB policies have on the privatization in Manila? 
c) In your opinion, how should water be managed in Manila in the future? 
d) If for, what are the arguments for supporting the privatization of water? 
e) Is privatization the ultimate solution to managing water or are there other solutions? 

 
22) In your opinion, why did water privatization take place when it did? 
 

a) What kind of political and economical conditions made it possible? 
b) Had it made any difference if it took place earlier or later? 
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23) Can the water privatization scheme that took place in Manila be compared with other cities of the 
developing world where privatization has occurred? 
 

a) If yes, what are the similarities? 
b) If no, what are the differences? 

 
24) Where there any public consultations held before the decision to privatize was made? 
 

a) If yes, how where these organized? 
b) And what was the outcome? 
c) If no, why do you think they weren’t held? 

 
25) Has there been any projects set up by the water company’s themselves targeted at improving the water 
situation for the poorer Barangays in Manila since privatization? 
 

a) If yes, how have they been working? 
b) If no, why do you think they have not taken place? 
c) What can the company’s do to improve the water situation for the poor in the future? 

 
26) In your opinion has water privatization improved the lives of people living in the poorer Barangays of 
Manila? 
 

a) If yes, how has it improved their lives? 
b) If no, why not? 
c) What can be done to improve their lives overall? 
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