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The global economic crisis of the 1980s had
governments preferring privatization in economic
development and the delivery of public services.
Privatization followed World Bank and International
Monetary Fund conditionalities for loan packages
and prescriptions for structural adjustment programs
and austerity measures and had the following
objectives:

(1) Reduce government involvement in
business;

(2) Promote competition, efficiency, and
productivity;

(3) Stimulate private entrepreneurship; and

(4) Avoid the monopolies and bureaucracies of
state-run enterprises.

Jomo Sundaram (2018),
however, maintains that privatization’s promises

Economist

remain unfulfilled, failing to stimulate private
entrepreneurship and investment as assets “are
[...] diverted to take over [state-owned enterprises]”
making private funds less available for the real

economy while crowding out small and medium-

sized enterprises presumed to emerge in the post-
privatization era.

Sundaram (2016) notes that since many “state-
run activities are public monopolies, privatization
will” simply transfer “monopoly powers to private
interests likely to use them to maximize profits” As
“[plrivate interests are only interested in profitable
or potentially profitable [...] enterprises [...], the
government will be saddled with unprofitable and
less profitable activities” (ibid.).

Privatization also results in inequalities in service
delivery as private services often cost more leaving
the poor to “rely on subsidized public services”
(ibid.). Lastly, patronage and corruption frequently
accompany “privatization in many developing and
transition economies[,] [...] enrich[ing] a few with
strong political connections [...]” and “sacrific[ing
the public interest] to [...] powerful [...] business
interests” (ibid.).

The Philippine water privatization

In 1997, the Philippine government privatized its
publicly-owned water provider, the Metropolitan
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Waterworks and Sewerage System (MWSS)—the first
large-scale water privatization in Asia. Privatization
was meant to address (1) inadequate coverage, (2)
unreliable services, (3) inefficient management of
water utilities, (4) unsustainable service, and (5)
low institutional capacity by local government units
(LGUs).

Maynilad, together with a French partner, won
the concession for the western half of Metro Manila,
while Manila Water and three foreign partners
were set to serve the eastern portion of the region
(Corral 2003). They offered rates of Php 4.96/m? and
Php 2.32/m’ respectively, which are significantly
lower than the previous rate of Php 8.78/m’ (ibid.).
A Regulatory Office (RO) for the MWSS was also a
result of the concession agreement.

Twenty years later, however, the goals of
Philippine water privatization continue to fall
short of its promises.* The 2007 takeover of a
failed Maynilad by a new set of private companies
epitomizes the shortcomings of Philippine water
privatization. A 2000 MWSS RO-World Bank survey
revealed that 67 percent of households think that
water services did not improve or had become worse
since privatization (IBON 2003a). This perception is
due to the following long-standing problems:

1. High water prices and excessive profit taking

In October 2003, basic water rates for Manila
Water and Maynilad were PhP19.50/m® and
PhP24.32/m?, respectively or eight and five times
higher than their 1997 winning bids (IBON
2003b). In succeeding years, the increases in
rates were around 500 percent for Maynilad and
700 percent for Manila Water (Rovik Obanil,
unpublished interview, July 31, 2018).

For 2018, Maynilad secured a Php 5.73/m?
rate increase, while Manila Water got a
Php 6.26/m> rate hike—both spread over five
years (Mallari 2018). There were also “hidden
increases” in the approved water bills (ibid.). A
December 2003 Commission on Audit report
noted excessive profit taking as “Manila Water’s
actual rate of return [...] [of] 40.92 percent

[...] exceed[ed] the allowable [rate of return] of
12 percent stipulated [in] the MWSS Charter”
(PCIJ 2006).

Lack of consultation and public participation

The water rate increase and its hidden costs
were not fully disclosed to the public consumers
especially since “any [rise] in basic charges will
[...] result in [...] increase[s] in environmental
and sewerage charges” (Mallari 2018). Public
consultations were confined to rate rebasing
issues.

Increase in non-revenue water (NRW)

NRW refers to losses due to leaks and pilferages.
Both companies failed to meet targets set in
1997. For Maynilad, its NRW increased from 56
percent in 1997 to 66 percent in 2001 (Fajardo
n.d.). By 2018, Manila Water had decreased its
NRW but still hovered around 11 percent, while
Maynilad’s is worse at 30 percent.

Persistence of corruption and irregular practices

Maynilad admits that “a greater volume of their
NRW is lost to theft as corrupt employees take
bribes to install illegal connections for both small
households and big corporations” (IBON 2003b,
9). A 2002 MWSS RO audit disallowed Php 8
billion in Maynilad expenditures as “inefficiently
and imprudently incurred, including high
advertising costs, huge compensation packages,
and the purchase of luxury cars for executives
(Corral 2003, 16). Irregular practices take place
as when Maynilad convinced the RO’s Chief
Regulator to push for a contract amendment
allowing an “increase [in] tariff rates through
an automatic currency exchange rate adjustment
(...) mechanism” (ibid.) that is absent in the
concession agreement.

In 2012, a consumers’ group filed an estafa
complaint with the Quezon City Prosecutor’s
Office against both Manila Water and Maynilad,
stating that the two companies collected from
consumers the future costs of two mega-billion

4 See Tadem 2004; Obanil 2018; Malaluan 2003; Serrano 2001, 10; Freedom from Debt Coalition 2003; Barlow 2001a, 6; Balce
2001, 20; IBON Facts and Figures 2003a, 132; IBON Facts and Figures 2003b; IBON Facts and Figures 2003c; Mallari Jr. 2018,

A13; Fajardo n.d., 2; Esguerra 2002, 4; and Dargantes et al. 2011.



projects, the Laiban Dam and the Angat Dam
irrigation projects (Cruz 2012a, 2012b). The
collections continued even after the projects
were discontinued or officially cancelled.

Underspending by the private sector

Instead of generous allocations for improving
services, private water providers have been
underspending. In 2002, Maynilad disobeyed
an MWSS order to repair a damaged portion
of the Angat-La Mesa aqueduct, reasoning that
its business plans had no such budget allocation
(IBON 2003b). Maynilad had committed “to
spend Plhp] 6.8 billion for infrastructure
upgrades from 1997 to 2001, but spent only less
than 50 percent of said amount” (IBON 2003a,
7).

Limited and poor water services and sanitation
coverage

Exaggerated claims of improved coverage are
based on redefining “water connection” and
miscalculating what makes up an average
family household. Maynilad, for one, admits
that 600,000 residents in Metro Manila have
no access to water (Obanil 2018). The two
companies have failed to build major waste
water treatment plants as provided for in their
1997 contracts (Aning 2018).

Absence of an efficient regulatory process

In the haste to privatize water services, a
stronger and more independent regulatory office
was dispensed with. The MWSS RO is merely an
appendage of the MWSS Board, as its decisions
only recommendatory and the Board has the
final say. Some high-profile attempts at stricter
regulation were only due to the transitory
presence of conscientious public officials (R.
Obanil, unpublished interview, July 31, 2018).
The perception persists, therefore, that MWSS
mainly favors the private companies over the
consumers. This is known as ‘regulatory capture’
by the private companies. Close ties between the
regulatory agency and the private companies
pave the way for the ‘revolving door syndrome’
whereby some public officers, upon leaving the
agency, eventually find lucrative positions in the
private companies they had previously regulated.
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Alternatives to water privatization

While the Philippines continues to favor privatization
of public services, particularly water supply, the fact
is, public delivery of water remains a viable and
sustainable form of public service. Dargantes et al.
(2012) mapped the degree of public versus private
sector service delivery in Asia via a survey of 646
water utilities servicing 10 million people. Kishimoto
et al. (2017) narrated initiatives at the town level to
reverse the privatization process and reclaim public
services. The following alternatives to privatization
of water services have arisen:

1. Reforms to water privatization

Water services can be regulated more intently
by the local governments under the guiding
principle that water is not a commodity to be
privately controlled where the profit motive
rules. This involves instituting and implementing:
(1) a stop to raiding the water systems of rural
communities; (2) watershed cooperation to
protect river and lake systems; (3) national and
international legislation to end abusive corporate
practices; (4) government taxation of private
sector to pay for infrastructure repair; and (5)
effective citizens’ participation (Barlow 2001b).

2. Public/non-profit partnerships (PuNPP) or co-
privatization

Under PuNPPs, “one or more public sector
agency works with one or more civil society
or community-based organization (CBO) to
deliver water services” (Dargantes et al. 2012,
227). The local citizenry are not only consumers
but also co-owners. The partnership between
local communities and the water utility for joint
management of water resources is “based on
equity, resource management, reduction of water
consumption, improvement of reliability, and
reduction in operating costs” (ibid.).

3. Deprivatization and/or remunicipalization

A third alternative is deprivatization or
remunicipalization, ie., returning public
services to the government. This involves public
management and democratic control that is
transparent, accountable, and participatory.
Under remunicipalization, LGUs source the
capital needed for water service through cheaper
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loans and undertake the socialization of costs.
LGUs may also benefit from tax advantages and
the profits generated. Remunicipalization assures
the participation of citizens and civil society
organizations through seats on the boards of the
new public operators (Petitjean and Kishimoto
2017). Remunicipalization has, so far, resulted
in 835 successful case studies in 1,600 cities
and towns in 45 countries around the world
(Kishimoto et al. 2017).

4. Public-public partnerships (PuPs)

PuPs involve collaboration among public sector
agencies in preventing privatization of water
utilities by opposing privatization of financially
viable water districts, collectively developing
performance benchmarks, implementing tertiary
level treatment of wastewater and reducing
demand for piped water, use of excess water,
and access to other water sources, e.g., natural
springs (Dargantes et al. 2012).

5. Single non-profit agencies (SiNPs)

Non-government organizations (NGOs), acting
as SiNPs, “have the capacity to develop non-
commercialized water systems” (Dargantes
et al. 2012, 231). These involve establishing
rain harvesting structures and dams using
an integrated water resources management
approach, water system improvement, and
securing dependable water supply from third-
party bulk providers.

The challenges to alternatives to water
privatization

While exploring the possibilities of alternatives to
water privatization, certain challenges have to be
addressed (Petitjean and Kishimoto 2017):

(1) The difficulty in modifying or terminating

contracts. Experience  shows  that
concessionaire’s contracts are not easy to
get out of.

(2) Non-disclosure of information. Private
companies generally refuse to share
information  thus  preventing  public

regulatory authorities to control and

monitor their activities.

(3) Economic  power. Private
have vast legal resources to confront
deprivatization. They could invoke the
Investor State Dispute Settlement (ISDS)

mechanism against deprivatization.

companies

(4) Central government as the obstacle. In some
cases, the central government can also be
an obstacle to remunicipalization efforts.

(5) Large funding requirements. Like any
public service, water utilities entail large
investments and capital costs.

The importance of political criteria and
tripartite cooperation

The above obstacles have not stopped the general
trend by an increasing number of towns seeking
alternatives to privatization. The Asian experiences
show viable public ownership of water services
and success in preventing privatization. Political
criteria are essential factors that values participation,
empowerment, equity, accountability, quality, safety,
efficiency, transparency, solidarity, and replicability
(Dargantes et al. 2012).

The key is the strong tripartite cooperation
between national and local public officials, water
services workers, and communities (Petitjean and
Kishimoto 2017). The crucial drivers are vibrant
citizens movements working hand-in-hand with
municipalities to claim back ownership of basic
services.

References

Aning, Jerome. 2018. “Cleanup drives pointless sans
water treatment - Atienza” Philippine Daily
Inquirer, December 20, 2018. https://newsinfo.
inquirer.net/1064781/cleanup-drives-pointless-

sans-water-treatment-atienza.

Balce, Joffre. 2001. “People-Powered Economic and
Financial Reforms: Co-privatization” PAID:
Official Publication of the Freedom from Debt
Coalition 11, no. 1-2 (November): 20-35.

Barlow, Maude. 200la. “The Water Privateers.”
PAID: Official Publication of the Freedom from
Debt Coalition 11, no. 1-2 (November): 3-6.


https://newsinfo.inquirer.net/1064781/cleanup-drives-pointless-sans-water-treatment-atienza
https://newsinfo.inquirer.net/1064781/cleanup-drives-pointless-sans-water-treatment-atienza
https://newsinfo.inquirer.net/1064781/cleanup-drives-pointless-sans-water-treatment-atienza

———. 2001b. “Protecting Water: Ten Principles.”
PAID: Official Publication of the Freedom from
Debt Coalition 11, no. 1-2: 69-82.

Corral, Luis. 2003. “IFIs and Privatization in the
Philippine Power and Water Sectors” Asian
Labor Network on International Financial
Institutions (IFIs) (ALNI)-Philippines,
November 2003. https://www.citizen.org/wp-
content/uploads/ifiphilippines.pdf.

Cruz, Neal H. 2012a. “Water firms illegally collecting
fees” As I See It, Philippine Daily Inquirer, July 8,
2012. https://opinion.inquirer.net/32234/water-
firms-illegally-collecting-fees.

———. 2012b. “Maynilad, Manila Water evading the
issues” As I See It, Philippine Daily Inquirer, July
16, 2012. https://opinion.inquirer.net/32665/

maynilad-manila-water-evading-the-issues.

Dargantes, Buenaventura B., Mary Ann B. Manahan,
and Cheryl C. Batistel. 2011. Treading Troubled
Waters. Quezon City: Focus on the Global
South-Philippines.

Dargantes, Buenaventura, Cheryl Batistel, and
Mary Ann Manahan. 2012. “Springs of Hope:
Alternatives to Commercialization of Water
Resources and Services in Asia” In Alternatives
to Privatization: Public Options for Essential
Services in the Global South, edited by David A.
McDonald and Greg Ruiters, 222-55. New York/
London: Routledge.

Diokno-Pascual, Ma. Teresa, Jude Esguerra, Rhoda
Viajar, and Joffre Balce. 2001. “Co-privatization,
No Rate Hike, the Answer to Maynilad’s Woes.”
PAID! Official Publication of the Freedom from
Debt Coalition 11, no. 1-2 (November): 14-19.

Esguerra, Jude. 2002. “Reckoning Time for Water
Privatization” Political Brief: A Quarterly Digest
of the Institute for Popular Democracy 10, no. 6
(Special Issue, December).

Fajardo, Jolette. n.d. “The Mess that is Maynilad:
Legal Wrangling at the Expense of Consumers
and  Taxpayers”  Unpublished document,
Freedom from Debt Coalition-Water Team,
Manila.

Freedom from Debt Coalition. 2003. “Philippine
(Under)Development and the Role of the ADB”

UP CIDS POLICY BRIEF 2019-08 5

Public Forum on the role of the ADB in the
Philippines, June 26, 2003.

IBON Foundation. 2003a. “Maynilad and MWSS:
Basic Contradictions Behind a Failed Union”
IBON Facts and Figures Special Release 26, no. 7
(April): 1-8.

. 2003b. “MWSS Privatization: A General
Failure” IBON Facts and Figures Special Release
26, no. 7 (April): 9-13.

2003c. “Take Over Maynilad, Reverse
Privatization” IBON Facts and Figures Special
Release 26, no. 7 (April): 13-16.

Kishimoto, Satoko, Olivier Petitjean, and Lavinia
Steinfort, eds. 2017.  Reclaiming  Public
Services: How Cities and Citizens are Turning
Back Privatization. Amsterdam and Paris:
Transnational Institute, Multinationals
Observatory, Austrian Federal Chamber of
Labour, European Federation of Public Service
Unions, Ingenierfa Sin Fronteras Catalufia,
Public Services International, Public Services
International Research Unit, We Own It,
Norwegian Union for Municipal and General
Employees, Municipal Services Project, and
Canadian Union of Public Employees.

Mallari, Delfin Jr. T. 2018. “Hidden Hikes in Water
Bills Additional Burden on Public” Philippine
Daily Inquirer, November 16, 2018. https://
newsinfo.inquirer.net/1054162/hidden-hikes-in-
water-bills-additional-burden-on-public.

Malaluan, Nepomuceno A. 2003. “The Philippine
Electric Power Industry Reform: A Tragedy
of ADB and World Bank Private Sector
Fundamentalism and Unaccountable
Government”. Unpublished document, Action
for Economic Reform, March 2003.

Perez-Corral, Violeta. 2001. “Monitoring the MWSS
Privatization: Water Rates” PAID! Official
Publication of the Freedom from Debt Coalition
11, no. 1-2 (November): 31-35.

Petitjean, Olivier and Satoko Kishimoto. 2017.
“Conclusion: Cities and Citizens are Writing the
Future of Public Services” In Reclaiming Public
Services: How Cities and Citizens are Turning
Back Privatization, edited by Satoko Kishimoto,
Olivier Petitjean, and Lavinia Steinfort, 157-77.


https://www.citizen.org/wp-content/uploads/ifiphilippines.pdf
https://www.citizen.org/wp-content/uploads/ifiphilippines.pdf
https://opinion.inquirer.net/32234/water-firms-illegally-collecting-fees
https://opinion.inquirer.net/32234/water-firms-illegally-collecting-fees
https://opinion.inquirer.net/32665/maynilad-manila-water-evading-the-issues
https://opinion.inquirer.net/32665/maynilad-manila-water-evading-the-issues
https://newsinfo.inquirer.net/1054162/hidden-hikes-in-water-bills-additional-burden-on-public
https://newsinfo.inquirer.net/1054162/hidden-hikes-in-water-bills-additional-burden-on-public
https://newsinfo.inquirer.net/1054162/hidden-hikes-in-water-bills-additional-burden-on-public

6

RECLAIMING PUBLIC SERVICES

Amsterdam and Paris: Transnational Institute,
Multinationals Observatory, Austrian Federal
Chamber of Labour, European Federation of
Public Service Unions, Ingenieria Sin Fronteras
Catalufia, Public Services International, Public
Services International Research Unit, We Own
It, Norwegian Union for Municipal and General
Employees, Municipal Services Project, and
Canadian Union of Public Employees.

Philippine Center for Investigative Journalism. 2006.

“SC asked to declare Maynilad, Manila Water
as public utilities, not mere MWSS agents.” The
PCI] Blog, June 29, 2006. https://old.pcij.org/
blog/2006/06/29/sc-asked-to-declare-maynilad-
manila-water-as-public-utilities-not-mere-

agents-of-mwss.

Serrano, Isagani. 2001. “Globalization and Poverty

Eradication in Asia and Pacific” Paper presented

at the Asia and Pacific Forum on Poverty, Asian
Development Bank, February 5-9, 2001.

Sundaram, Jomo Kwame. 2016. “Privatization the

Problem, Rarely the Solution.” Inter Press Service
News Agency, October 20, 2016. http://www.
ipsnews.net/2016/10/privatization-the-problem-

rarely-the-solution/.

———. 2018. “Revisiting privatization’s claims.” Inter

Press Service News Agency, September 4, 2018.
http://www.ipsnews.net/2018/09/revisiting-

privatizations-claims/.

Tadem, Teresa S. Encarnacion. 2004. “Engaging the

State and International Financial Institutions:
The NGO Campaign Against Water Privatization
in the Philippines” Asian Studies 40, no. 2: 39-
63.

The UP CIDS Policy Brief Series features short reports, analyses, and commentaries on issues of national significance and
aims to provide research-based inputs for public policy. The views and opinions expressed in this policy brief are those of
the author/s and neither reflect nor represent those of the University of the Philippines or the UP Center for Integrative and
Development Studies. UP CIDS policy briefs are not for quotation or reprinting without permission from the author/s and
the Center.


https://old.pcij.org/blog/2006/06/29/sc-asked-to-declare-maynilad-manila-water-as-public-utilities-not-mere-agents-of-mwss
https://old.pcij.org/blog/2006/06/29/sc-asked-to-declare-maynilad-manila-water-as-public-utilities-not-mere-agents-of-mwss
https://old.pcij.org/blog/2006/06/29/sc-asked-to-declare-maynilad-manila-water-as-public-utilities-not-mere-agents-of-mwss
https://old.pcij.org/blog/2006/06/29/sc-asked-to-declare-maynilad-manila-water-as-public-utilities-not-mere-agents-of-mwss
http://www.ipsnews.net/2016/10/privatization-the-problem-rarely-the-solution/
http://www.ipsnews.net/2016/10/privatization-the-problem-rarely-the-solution/
http://www.ipsnews.net/2016/10/privatization-the-problem-rarely-the-solution/
http://www.ipsnews.net/2018/09/revisiting-privatizations-claims/
http://www.ipsnews.net/2018/09/revisiting-privatizations-claims/

EDITORIAL RESPONSIBILITIES

The Editor-in-Chief and the Program Editors ensure that the policy briefs contain
research findings on issues that are aligned with the core agenda of the programs
under the University of the Philippines Center for Integrative and Development Studies
(UP CIDS).

The responsibility of the Editor-in-Chief and the Program Editors is towards high
standards of scholarship, the generation of new knowledge that can be utilized for the
good of the public, and the dissemination of such information.

EDITORIAL BOARD

EDITOR-IN-CHIEF
Teresa S. Encarnacion Tadem

PROGRAM EDITORS

EDUCATION AND CAPACITY SOCIAL, POLITICAL, AND
BUILDING CLUSTER CULTURAL STUDIES CLUSTER

EDUCATION RESEARCH PROGRAM PROGRAM ON SOCIAL AND
Dina S. Ocampo POLITICAL CHANGE

Maria Ela L. Atienza
PROGRAM ON HIGHER EDUCATION

RESEARCH AND POLICY REFORM
Fernando DLC. Paragas

ASSESSMENT, CURRICULUM, AND

TECHNOLOGY RESEARCH PROGRAM

Marie Therese Angeline P. Bustos

PROGRAM ON DATA SCIENCE FOR
PUBLIC POLICY

Fidel R. Nemenzo
Jalton G. Taguibao

DEVELOPMENT CLUSTER

PROGRAM ON ESCAPING THE
MIDDLE-INCOME TRAP:
CHAINS FOR CHANGE

Karl Robert L. Jandoc
Annette O. Pelkmans-Balaoing

POLITICAL ECONOMY PROGRAM
Antoinette R. Raquiza
Maria Dulce E Natividad

PROGRAM ON ALTERNATIVE
DEVELOPMENT

Eduardo C. Tadem
Karl Arvin E Hapal

Jorge V. Tigno

ISLAMIC STUDIES PROGRAM
Macrina A. Morados

STRATEGIC STUDIES PROGRAM
Herman Joseph S. Kraft
Aries A. Arugay

DECOLONIAL STUDIES PROGRAM
Marie Aubrey J. Villaceran
Frances Antoinette C. Cruz

LOCAL-REGIONAL STUDIES
NETWORK
CORDILLERA STUDIES CENTER,
UP BAGUIO
Leah Enkiwe-Abayao

CENTRAL VISAYAS STUDIES CENTER,

UP CEBU
Belinda E Espiritu

EDITORIAL ASSOCIATES Clarisse C. Culla « Ace Vincent P. Molo
COPYEDITOR Virna Liza O. Guano

The UP CIDS Policy Brief Series is published quarterly by the
University of the Philippines Center for Integrative and Development Studies.

Editorial Office: Lower Ground Floor, Ang Bahay ng Alumni, Magsaysay Avenue,
University of the Philippines, Diliman, Quezon City 1101
Telephone: 981-8500 loc. 4266 to 68 / 435-9283 e Telefax: 426-0955
Email: cids@up.edu.ph / cidspublications@up.edu.ph




UNIVERSITY OF THE PHILIPPINES
CENTER FOR INTEGRATIVE AND DEVELOPMENT STUDIES

Lower Ground Floor, Ang Bahay ng Alumni
Magsaysay Avenue, University of the Philippines
Diliman, Quezon City 1101

Telephone: 981-8500 loc. 4266 to 4268 / 435-9283 e Telefax: 426-0955
Email: cids@up.edu.ph / cidspublications@up.edu.ph
Website: cids.up.edu.ph



	Reclaiming public services: Giving back ownership and control of the water sector to local governme
	The Philippine water privatization
	Alternatives to water privatization
	The challenges to alternatives to water privatization
	The importance of political criteria and tripartite cooperation
	References


