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The report presents a current assessment of the Philippines’ water supply and sanitation 
sector, and the strategic investment priorities of the Government of the Philippines and 
Asian Development Bank (ADB) regarding it. In particular, the report highlights the sector’s 
past performance, the current constraints facing its development, and the Government’s 
plans and strategies for future development of the sector. The report also reviews 
ADB’s overall experience with the sector, as well as the support and experience of other 
development partners.

The sector road map presented in the report outlines key ADB initiatives for reducing 
water supply shortages and improving sanitation in urban areas. For 2013, these initiatives 
include preparation of loans for financing (i) the Water District Development Sector Project, 
(ii) the Urban Water and Sanitation Sector Project, (iii) the Angat Water Transmission 
Improvement Project, and (iv) future technical assistance and lending activities to be 
discussed with the Government that may include a sector project for water utilities 
administered by local government units and other agencies.
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I  Sector Assessment:  
Context and Strategic Issues

A. Introduction

1. This sector assessment, strategy, and road map (ASR) documents the current assessment of 
and strategic investment priorities for the Philippine water supply and sanitation sector of the Asian 
Development Bank (ADB). It highlights the sector performance, priority development constraints, 
government plans and strategies, past ADB support and experience, other development partners’ support, 
and ADB’s future support strategy. The ASR is linked to and informs ADB’s country partnership strategy 
for the Philippines, and will be updated as strategic developments and program changes arise. This ASR 
will help provide sector background information for investment and technical assistance operations.

B. Sector Context

1. Overall Context 

2. Rapid urbanization. The Philippines is one of Asia’s fastest urbanizing countries, with 138 cities, 
1,496 municipalities, and 42,027 barangays.1 Since 2000, the country’s population has increased 1.9% 
annually on average, and reached a total population of 92.34  million in 2010 (as reported by the 2010 
census). Rapid urbanization is putting significant pressure on urban infrastructure, especially in secondary 
cities which are growing the fastest. Of the 17 regions in the Philippines, the corridor comprising the urban 
areas of Cavite, Laguna, Batangas, Rizal, and Quezon (CALABARZON), which are adjacent to Metro 
Manila, is now the most populated area in the country with 12.61 million inhabitants. The population of the 
CALABARZON corridor now surpasses that of the National Capital Region ([NCR], which is comprised 
of Metro Manila) (11.86 million), and Central Luzon (10.14 million). Further, 33 cities, including all 16 
cities in the NCR, are now classified as “highly urbanized cities” (HUCs), 4 of these being home to more 
than 1 million inhabitants.2 These latter four HUCs include three located in the NCR (Caloocan City [1.49 
million], the City of Manila [1.65 million], and Quezon City [2.76 million]), as well as Davao City (1.45 
million) on the southern island of Mindanao. Cities in the Philippines are contending with urban problems 
such as congestion, overcrowding, poor quality of life, and rapidly growing poor urban communities. The 
government needs to address the current situation, and plan for and finance substantial urban development 
needs. This is a particularly urgent concern in light of the fact that the urban population is expected to grow 

1 The barangay is the Philippines’ lowest-level governmental administrative unit. This Filipino word is variously translated as 
“village,” “district,” or “ward.” Municipalities and cities thus comprise numerous barangays. Data are from Government of 
the Philippines, National Statistics Office (NSO). 2012. Provincial Summary, Number of Provinces, Cities, Municipalities and 
Barangays, by Region as of 31 March 2012. Manila.

2 Highly urbanized cities (HUCs) are cities with a minimum population of 200,000 inhabitants (as certified by the NSO), and with 
an annual income of at least P50 million in 1991 constant prices, as certified by the city treasurer.
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by as much as 67% by 2030, adding an additional 34.8 million inhabitants to the country’s urban areas. 
This rapid rate of urban growth is being driven by limited employment opportunities in rural areas, land 
shortages, natural disasters, and the negative impacts of climate change.3

3. Urban economies: The main driver of economic growth in the Philippines. The expansion 
of major cities and municipalities as centers of consumption, productivity, and employment has been 
instrumental in the general improvement in living standards of the country’s population. However, while 
the Philippine economy grew by 4.64% per annum on average from 2007 to 2011 (a rate faster than the 
world average), gross domestic product (GDP) per capita increased at a slower rate because of higher 
population growth during the same period (2.66% per annum on average).4 The NCR accounted for 
32.5% of 2009 GDP. While still the largest regional share in GDP, this was slightly lower than its 33% share 
in 2008. The service sector accounted for the largest share of the NCR’s economy (67.6% in 2009, up from 
65.4% the previous year).

4. Widening urban–rural disparities. While International Monetary Fund figures show the 
poverty incidence in the Philippines has fallen in recent decades, this decline has occurred at a relatively 
slow rate. Further, during the past decade, some of this progress has reversed.5 Based on 2009 official 
poverty statistics, the poverty incidence for the country overall increased slightly, reaching 26.5% of 
the population in 2009, up from 26.4% in 2006 and 24.9% in 2000.6 Importantly, the income disparity 
between the country’s urban and rural populations continued to widen over the period, as the urban 
poverty incidence declined at a faster rate than rural poverty, with the 2008 Annual Poverty Indicators 
Survey reporting significantly lower poverty incidence in urban than in rural areas (19.7% compared 
with 42.5%).7 As in other developing countries in the region, urban areas in the Philippines are seen 
as offering better employment opportunities and higher incomes than rural areas. The NCR continued 
to register the highest level of real per capita GDP in the country in 2009 (P40,838), which was nearly 
3 times that of national real per capita GDP (P15,528) in that year.8 

5. Low marks for infrastructure, quality of public institutions, and corruption. Deficiencies in 
the investment environment have resulted in slower growth in private sector investment, and relatively 
low levels of foreign direct investment inflows. The Philippines ranked 75 (of 142 countries) in the World 
Economic Forum’s Global Competitiveness Report 2011–2012, 10 places higher than in the previous 
report, mainly due to the country’s lower public deficit and debt, its improved credit ratings, and moderate 
rate of inflation. However, it lagged behind neighboring countries such as Indonesia (46) and Viet Nam 
(65) due to low marks for infrastructure, quality of public institutions, and corruption.9 

6. Water resources and climate change. According to the searchable database of the World Resources 
Institute, the Philippines has total annual renewable water resources of 479 billion cubic meters (m3) from 
its surface water and groundwater sources. This translates into an annual per capita availability of about 
6,100 m3, which is twice that of the rest of Asia, and 6 times the global scarcity threshold of 1,000 m3.10 

3 ADB and the Government of Australian. 2011. Competitive Cities in the 21st Century: Cluster-Based Local Economic Development. 
Manila.

4 ADB. 2012. Asian Development Outlook 2012. Manila. 
5 IMF. 2012. Positive Signs for the Philippines Amid Global Gloom. Washington, DC.
6 Government of the Philippines, National Statistical Coordination Board. 2012. http://www.nscb.gov.ph/pressreleases/2012/PR-

201206-SS2-01_pov2009.asp
7 Government of the Philippines, NSO. 2006. Family Income and Expenditures Survey (FIES, 2006). Manila; Government of the 

Philippines, NSO. 2008. Annual Poverty Indicators Survey. Manila.
8 Government of the Philippines, National Statistical Coordination Board. 2010. 2009 Gross Regional Domestic Product. Manila.
9 http://reports.wcforum.org/global-competitiveness-2011-2012/#=
10 Government of the Philippines.  2007. Philippine Water Supply Sector Roadmap. Manila.
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The National Water Resources Board (NWRB) estimates total available groundwater supply to be 20,200 
million m3/year. Based on an 80% probability for surface water, the total dependable surface water supply 
is 206,230 million m3/year, implying a total mean supply of 226,430 million m3/year. Agricultural use 
accounts for 83% to 85% of this amount, the remainder being shared by the industrial, commercial, 
and domestic sectors. Growing population especially in the urban areas together with water pollution, 
wasteful and inefficient use, continued denudation of forest cover (particularly in watersheds), and 
saltwater intrusion caused by excessive withdrawal of groundwater (particularly in the metropolitan area 
of Cebu, Davao City, and certain areas of Metro Manila), are the major challenges facing the country’s 
water resources.

7. In the Philippines, climate change is also a concern for planners, particularly with regard to its 
impact on mean and extreme precipitation rates. Modeling 50 years into the future, a time-series-based 
analytic model formulated by the United Kingdom-based Climate Research Unit showed two key results 
for the Philippines: an increase in June–August precipitation under all scenarios, but a decrease in 
December–February precipitation under the high carbon dioxide emission scenario. How these changes 
might affect the wet and dry seasons in the country is still to be studied. In any case, there seems to be 
a general consensus among climatologists that over time, climate change will heighten the severity of 
droughts and deluges.11 A challenge will be downscaling relevant global data on climate change to the 
city and municipality level, and translating this data to the sector level. A further challenge is compiling 
a comprehensive and meaningful information database. A report such as the Philippine Environment 
Monitor,12 for example, could be a good tool for monitoring and reporting this comprehensively, including 
data related to the health of the environment and water supply and quality degradation.

8. Summary of sector performance: Limited by inadequate data. In the Philippines, water systems 
are classified into one of three levels: Level I, stand-alone water points (e.g., hand pumps, shallow wells, 
rainwater collectors); Level II, piped water with a communal water point (e.g., bore wells, spring systems); 
and Level III, piped water supply with a private water point (e.g., a household service connection). The 
World Health Organization (WHO)–United Nations Children’s Fund (UNICEF) Joint Monitoring 
Programme (JMP) reported in March 2012 (the JMP March 2012 Report) that the Millennium 
Development Goal (MDG) of 92% coverage has been met for drinking water.13 The JMP estimated that 
national coverage in the Philippines was 92% in 2010, with 93% coverage in urban areas and 92% in rural 
areas. The National Statistics Office (NSO) reported a lower figure of 84.8% of the population nationally 
having access to potable water (Levels I, II, and III) in 2011, noting a slight increase from 82.9% in 2007.14 

9. The JMP March 2012 Report stated that 43% of the country’s population had access to water piped 
into private premises (Level III) in 2010. However, the report highlighted a wide disparity in access 
between urban and rural areas: 61% in urban areas compared to only 25% in rural areas. There are no 
validated numbers for Level III water service providers (WSPs), and there is no harmonized national 
database for water supply coverage. In several sector reports, the number of Level III water systems in 
the country is estimated to range from 3,000 to 6,000, reflecting the broad array of WSPs, including 
many small-scale WSPs in smaller cities and municipalities, especially in rural areas. There are numerous 
community-based small-scale WSPs such as cooperatives, rural waterworks and sanitation associations 

11 Manila Observatory for the Congressional Commission on Science & Technology and Engineering. 2010. Technical Primer on 
Climate Change. 15–16 March. Manila. 

12 The Philippine Environment Monitor Series is a World Bank initiative that seeks to present a snapshot of key environmental 
trends in the country. It was last published in 2007.

13 The WHO–UNICEF JMP for Water Supply and Sanitation is the official United Nations mechanism tasked with monitoring 
progress toward achieving Millenium Development Goal (MDG-7), or halving the proportion of the population without access 
to water and basic sanitation. http://www.wssinfo.org/ (accessed July 2012).

14 Government of the Philippines, National Statistical Coordination Board. 2011. Summary of StatDev 2011 Indicators by Sector and 
by Pace of Performance. http://www.nscb.gov.ph/stats/statdev/2011/Accelerating_infra/Chapter_accelerating_infra.asp
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(RWSAs), barangay water and sanitation associations (BWSAs), homeowners associations, and property 
developers that supply water. The vast majority of these are not registered with the NWRB, nor are they 
attached to a national agency. There are also no comprehensive sector statistics on water distribution 
service levels and quality among WSPs (i.e., continuity of water supply [e.g., 24 hours per day, 7 days per 
week], quality of water supplied, or supply of water on a per capita basis).

10. The Philippine Sustainable Sanitation Roadmap (PSSR) forecast that the 2015 MDG sanitation 
target can be achieved.15 The JMP March 2012 Report noted 74% national sanitation coverage in 2010, 
with 79% in urban areas and 69% in rural areas. However, according to NSO figures cited by the National 
Statistical Coordination Board (NSCB) in July 2012, 92.5% of households had access to basic sanitation 
(i.e., sanitary toilets) in 2011, up from 76.0% in 2008, though the figure is projected to decrease to 83.8% 
by 2016. 

11. While statistics from various sources differ, consistent observations are that inadequate water 
supply, sewerage, and septage management investments have kept sector coverage low, and that 
infrastructure spending has been biased toward Metro Manila (including investments by the two 
private concessionaires in Metro Manila) and other urban areas. Overall, lack of up-to-date, integrated, 
harmonized, and comprehensive data on the sector continues to handicap both planning of developed 
water and sanitation infrastructure, and assessment of development gaps.

2. Strategic Issues 

12. The country’s water resources are under mounting stress because of rapid population growth, 
increasing demand for food production, urbanization, pollution, excessive and inefficient use of water, 
and climate change. Ensuring adequate availability of water in the future will require protecting the 
country’s water sources through improvement of catchment areas and watershed protection, regular 
assessment and monitoring of consumption patterns and trends, and efficient allocation of existing water 
supplies. All of the latter need to be taken into account in the institutional decision-making framework. 
The challenge is to assess and manage water resources comprehensively, covering urban and rural areas 
in a holistic manner.

13. Water supply coverage has not kept pace with the growing population in the last few decades. 
Many water utilities face financial difficulties because tariffs are too low to recover costs and systems are 
too small to work efficiently. Persistent problems in water supply include (i) institutional fragmentation,  
(ii) weak sector planning and monitoring due to lack of sector information, (iii) poor performance of 
many water utilities, (iv) low public and private sector investment and limited access to financing for 
service expansion, and (v) inadequate support for poor urban communities and rural water utilities. 

14. The challenges posed by sanitation are even greater. Few households are connected to a sewerage 
network (less than 5% by most estimates). The majority of households with toilets are connected to septic 
tanks that are poorly designed or maintained, therefore, most effluent is likely to be discharged without 
treatment. Weak management of solid waste and sanitation is a large challenge, since this contributes to 
contamination and pollution of surface and ground water sources. Problems include (i) lack of policies 
and effective governance and regulation, (ii) low levels of awareness and political will for improving 
sanitation; (iii) inadequate funds for financing infrastructure; and (iv) lack of sanitation capacity.16

15 Government of the Philippines. 2007. Philippine Sustainable Sanitation Roadmap. Manila, and Government of the Philippines, 
National Economic Development Authority and Department of Health. 2010. Philippine Sustainable Sanitation Plan. Manila.

16 Footnote 15, p. 4.
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15. Significant need for water and sanitation infrastructure, but low investment relative to overall 
public spending. The bulk of expenditure in the sector is undertaken through (i) the Department of 
Public Works and Highways (DPWH), (ii) two government-owned and controlled corporations (i.e., the 
Metropolitan Waterworks and Sewerage System [MWSS] and the Local Water Utilities Administration 
[LWUA], both of which are agencies attached to DPWH), and (iii) the two private concessionaires in 
Metro Manila (Manila Water Company, Inc. [MWCI] and Maynilad Water Services, Inc. [MWSI]). 
Significantly, after 2007 water and sanitation investments funded by national government agencies declined 
dramatically in Metro Manila, as the private concessionaires began to fund significant investments. 
However, beginning in 2007, the national government once again began increasing investments in the 
sector outside Metro Manila, although its overall level of spending remained low. Most DPWH water 
projects are flood-control related; its other projects relate to roads, highways, and bridges.

16. Environmental degradation and poor health conditions. In 2007, the Philippines Environment 
Monitor reported that much of the surface water in most large urban centers comprises rivers that pose a 
public health risk (Class C standard or below).17 Levels of coliform bacteria in all rivers in Manila, including 
the tributaries of Laguna de Bay, exceed Department of Environment and Natural Resources (DENR) 
standards, in some cases by several orders of magnitude. Many beaches in Manila Bay, especially those 
along the eastern side, also have levels of bacteria that present a significant health risk to those using the bay 
for transport, fishing, or bathing. The report estimated that 95% of the wastewater from urban households 
flows into groundwater, public canals, drainage systems, rivers, and other water bodies, either directly, 
or after only receiving minor treatment in poorly designed or maintained septic tanks. This leaves urban 
drainage systems and groundwater contaminated with human waste. Urban communities living close to 
open drainage systems and those that rely on groundwater, wells, and leaky water distribution systems for 
their water supply are thus at risk. Contaminated surface water from open defecation and sewage in rural 
areas is also common, which threatens biodiversity and reduces overall quality of life.18

17. Waterborne diseases are clinically manifested in diarrhea, typhoid, cholera, and helminthiasis. 
Acute watery diarrhea remains one of the top five causes of morbidity in the Philippines. The National 
Objectives for Health for 2006–2010 of the Department of Health (DOH) set a target of diarrhea 
morbidity levels of not more than 750 per 100,000 population, and a target of mortality levels of less than 
one death per 100,000 population.19 Based on 2009 DOH Philippine Health Statistics, the morbidity target 
was met for Acute Watery Diarrhea (322,799 cases; 355 per 100,000). Notably, the 2009 figure is almost 
half the 2004–2008 average (545,362 cases; 653 per 100,000). This decline in morbidity was largely due to 
an increase in access to safe water and sanitation services, and the promotion of hygienic practices such as 
hand washing. The incidence of other water- and sanitation-related diseases such as typhoid and cholera 
have shown similar declines. Soil-transmitted helminthiasis (e.g., ascariasis, trichuriasis, and hookworm 
infection) exists in areas where personal and environmental sanitation practices are poor. However, with 
reported deaths from diarrhea remaining flat (5,540 cases; 6 per 100,000), the diarrhea mortality target in 
2009 was still well above the DOH target. 20

18. In spite of the general reduction in the incidence of most waterborne diseases, access to safe 
water and sanitation services remains a critical factor, considering its effect on the overall economy 
and the environment. In 2008, a joint study of the United States Agency for International Development 
(USAID) and the World Bank reported, that based on 2005 data, sanitation-related economic losses in 

17 Water Usage and Classification for Fresh Water Systems used by the Department of Environment and Natural Resources. Class 
C Category means a “good” fishery and industrial water supply.

18 World Bank. 2007. Philippines Environment Monitor. Manila.
19 Government of the Philippines, Department of Health. National Objectives for Health 2005–2010. http://www2.doh.gov.ph/

noh2007/NohMain.htm
20 Government of the Philippines, Department of Health. 2009. Philippine Health Statistics 2009. http://www.doh.gov.ph/serial 
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the Philippines amount to P78 billion annually, of which premature death costs account for P51 billion.21 
An inordinate share of this health-related financial burden falls on the poor, as it is manifested in lost 
time for productive work and therefore lost income. The study also showed that improvements in hygiene 
practices, particularly hand washing, can reduce annual health costs by up to P25 billion; improved 
physical access to sanitary toilets, by about P2 billion; and improved physical access to improved toilet 
systems, by P18 billion. Improvement in the treatment or disposal of waste also has a large impact on 
water resources and tourism, and can reduce costs by P20 billion. On the other hand, gains to sanitation 
markets were estimated to be about P83 billion, which is a one-time benefit arising from the construction 
of toilets for people who currently practice open defecation or use unimproved pit latrines.

C. Core Sector Issues, Causes, and Effects

19. This assessment covers the Philippine water and sanitation sector disaggregated into its urban and 
rural components (as defined by the government), and as stated in the JMP March 2012 Report.22   

1. Water Supply  

20. Institutional Responsibilities. National planning in the Philippines is performed by an integrated 
planning structure, the function of which is coordinated by the country’s independent economic 
development and planning agency, the National Economic and Development Authority (NEDA). 
NEDA is the key agency for policy formulation and planning in the water supply sector, specifically 
with regard to preparing national development plans and investment programs; formulating sector 
policies and strategies; and monitoring the implementation of policies, programs, and projects. 
NEDA is headed by the President of the Philippines as chair of the NEDA Board, with the Secretary 
of Socio-Economic Planning, concurrently NEDA’s director-general, as vice-chair.23 The Committee 
on Infrastructure (InfraCom) is an interagency committee under the NEDA Board that is mandated to 
oversee the formulation and monitoring of the annual infrastructure program,24 and to ensure that the 
program relates to, and supports, the development goals and objectives in the Medium-Term Philippine 
Development Plan (MTPDP)—the blueprint of the country’s development strategy for the next 6 years. 
It also advises the President and the NEDA Board on matters concerning infrastructure development 
and coordinates the activities of agencies, including government-owned and controlled corporations, 
involved in infrastructure development. InfraCom is chaired by NEDA’s director-general, while the 

21 The United States Agency for International Development (USAID) and the Water and Sanitation Program–East Asia and the 
Pacific funded a five-country study that included the Philippines, which analyzed the economic impacts of sanitation. Using 
2005 data, the study estimated the economic losses due to (i) health impacts, (ii) water resource impacts, (iii) other welfare 
impacts, and (iv) tourism impacts.

22 Based on the government’s nomenclature, urban classes are defined as municipal jurisdictions or divisions with a population 
density of at least 1,000 persons per square kilometer, regardless of whether these are designated as chartered cities, provincial 
capitals, or not. The same is true of poblacions (central districts of municipalities) or cities with a population density of at least 
500 persons per square kilometer.  Conversely, rural areas are all central districts and barrios (areas or districts) that do not meet 
the above criteria. 

23  The following are members of the NEDA Board: secretaries of Agriculture, Budget and Management, Energy, Environment and 
Natural Resources, Finance, Public Works and Highways, Science and Technology, Tourism, Trade and Industry, Transportation 
and Communications; the executive secretary; the presidential advisers for New Government Centers and Job Creation; chairs of 
Housing and Urban Development Coordinating Council, Metro Manila Development Authority, Commission on Information 
and Communication Technology, Subic-Clark Area Development Council; the President of the Union of Local Authorities of 
the Philippines, the governor of the Autonomous Region in Muslim Mindanao, and the deputy governor of Bangko Sentral ng 
Pilipinas (Central Bank of the Philippines).

24 The NEDA Board approves the country’s annual infrastructure program in early November, after which the Department of Budget 
and Management immediately issues Advices of Allotment for the projects in the program on a comprehensive basis.
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DPWH secretary serves as its co-chair.25 Other agencies involved in sector planning include the DOH, 
through its Environmental and Occupational Health Office, the Environmental Management Bureau of 
the DENR, the National Solid Waste Management Commission, the Housing and Land Use Regulatory 
Board, the National Housing Authority, and the Metro Manila Development Authority.

21. Consistent with the objective of decentralized development, NEDA’s regional development offices 
formulate regional development plans and policies for regional and local development, and link with 
provinces, cities, and municipalities in the preparation of the regional development plans for these 
lower-level administrative units, as well as their investment programs and annual budgets. However, 
planning and monitoring of sector activities are hampered by a lack of reliable data and the absence of 
systematic and regular monitoring of sector activities. The NWRB has the legal mandate for overseeing 
water governance, but has a structure and budget that are inadequate to allow proper exercise of this 
administrative function. To address this existing leadership gap, InfraCom’s Subcommittee on Water 
Resources, which was initially created to ensure implementation of the Philippine Water Supply Sector 
Roadmap (PWSSR), was given the expanded mandate as the key policy coordination body for the water 
sector.26 However, sector regulation and allocation of water resources remains weak. The government’s 
need to create a lead agency to coordinate development in the water sector is well-recognized.

22. Table 1 summarizes information from various sources regarding Level III coverage. Coverage in 
urban areas is much higher than in rural areas. Thus on average, only an estimated 42%–48% of the 
population has piped water into private homes.

Table 1 Estimated Level III Coverage, Philippines

 

Population (2010 
Census) (millions) 

Est. % 
of Total 

Population 

Est. Level III 
Coverage 

Water Supply Provider(s) 

Urban - NCR 11.9 13% 88% (1) Manila Water, Maynilad 

Urban - outside NCR 33.0 36% 50%–65% Water Districts 

        LGUs 

        Private operators

Rural 47.4 51% 25% (2) Coops, BWSAs, RWSAs

Total 92.3 100% 42%–48%   

BWSA = barangay water and sanitation association, est = estimated, LGU = local government unit, NCR = National Capital Region, RWSA = rural 
waterworks and sanitation association.

Sources: (1) MWSS; (2) JMP March 2012 Report.

25 Other members of the InfraCom include the executive secretary, and the secretaries of the Department of Transport and 
Communications, the Department of Finance, and Department of Budget and Management.

26 The Subcommittee on Water Resources is an interagency committee for the water sector established through the NEDA Board’s 
InfraCom (Board Resolution No. 2, Series of 2008). It is composed of representatives of key national agencies, leagues of cities 
and municipalities, academe, and civil society. Its key function is to advise the NEDA Board and InfraCom on policies and issues 
relating to the water sector. 
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Urban Areas

23. Urban Water Supply Services. Services in Metro Manila and adjacent provinces are provided 
by the MWSS and its two private concessionaires: Manila Water Company, Inc. (MWCI), which is the 
concessionaire serving Manila’s east zone, and Maynilad Water Services, Inc. (MWSI), the concessionaire 
serving Manila’s west zone. 

24. Outside Metro Manila, local government units (LGUs) are responsible for providing frontline basic 
services, including water supply. The Provincial Water Utilities Act of 1973 (Presidential Decree 198) 
created the LWUA–Water District concept. LGUs were thus encouraged to transfer their water supply 
systems to water districts, which are corporatized stand-alone entities supplying water in a franchise area. 
A government-owned specialized lender to water districts, LWUA was also established with the dual role 
of tariff regulator and institutional development advisor. At present, the major utilities operating Level 
III systems in urban areas are (i) water districts, which are local corporate entities formed at the 
option of the LGU; (ii) LGU-owned and operated water utilities; and (iii) a few private sector 
operators that have been given a franchise or authority to operate within the geographical jurisdiction 
of an LGU or an industrial zone. According to the LWUA, as of the end of 2011, 861 water districts had 
been established, of which 502 were operational, their number of service connections ranging from 500 
to 200,000 (with an average of 7,011 connections each). 

25. It is estimated that about 1,000 LGU-run water utilities operate in urban and rural areas throughout 
the country. According to the Project Management Unit of the Department of the Interior and Local 
Government (DILG), there are about 350 LGU-operated Level III systems, with an average of about 
900 connections each. These utilities are part of the LGU concerned, with budgetary allotments coming 
directly from the LGUs. These systems are basically self-regulated by the LGU’s executive and legislative 
units. LGU-run water utilities face strong political pressure to keep water tariffs low, often below cost-
recovery levels, and the absence of commercial practices such as “ring-fencing” likely masks the indirect 
material subsidies they receive for water supply.  

26. Table 2 summarizes information from various sources concerning Level III connections in urban 
areas outside the NCR. The table shows that outside the NCR, water districts account for most Level III 
connections.

Table 2 Water Supply Providers Outside NCR

Urban Outside NCR: 
Est. Level III Coverage WSP

Est. Number 
of WSPs

Est. Average 
Connections per 

WSP

Est. % of Level 
III Connections 

in Urban-outside 
NCR

Est. % of Urban 
Outside NCR 
Population

50%–65% Water Districts 502 7,011 (1) 82 53

  LGUs 350 900 (2) 7 5

  Private operators       11 7

Est = estimated, LGU = local government unit, NCR = National Capital Region, WSP = water service provider.

Sources: (1) Local Water Utilities Administration as of 31 December 2011; (2) Department of Interior and Local Government estimate.

27. Collectively, the two Metro Manila concessionaires, the 502 operational water districts, and the 350 
LGU-run water utilities comprise 850 or so water utilities that provide Level III water supply, primarily 
in urban areas. Together, they service about 1,009 LGUs, or 60% of all cities and municipalities in the 
Philippines (Table 3). 
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Table 3 Estimated Number of LGUs with Level III Service

Total Number 
of LGUs (1) Est. LGUs with Level III Service

Est. LGUs without or with limited  
Level III Service

  LGUs served by Metro Manila concessionaires 17  

  LGUs served by water districts (2) 642  

  LGUs served by LGU-run water utilities (3) 350  

1,617   1,009 608 

Est = estimated, LGU = local government unit. 

Sources: (1) Department of Finance Order No. 23-08,  as of 30 June 2010; (2) Local Water Utilities Administration as of 31 December 2011; (3) 
Department of Interior and Local Government estimate.

28. During the past 2 decades, there has been increased private sector participation and investment in 
urban water supply outside Metro Manila, as private companies have secured congressional franchises, 
entered into concessions with LGUs or special economic zones, or built systems located in new property 
developments. Medium- to large-scale private WSPs include Manila Water’s new subsidiaries operating 
outside Metro Manila including Boracay Island Water, Laguna Water, and Clark Water, the latter being 
the concessionaire at Clark Freeport Economic Zone; Subic Water and Sewerage Company Inc., which 
is the concessionaire at Subic Bay Freeport Zone; Balibago Waterworks System; Mactan Rock Industries; 
PrimeWater Infrastructure Corporation, which is affiliated with a major property development company; 
and Calapan Waterworks. There are also many small and medium-sized public–private partnerships 
(PPPs) operating in the sector, often as bulk water suppliers to water districts.

29. There are several institutions with economic regulatory responsibilities in the sector. These include 
the primary regulatory agencies, the NWRB, LWUA and the various LGUs, and special regulatory units 
such as the MWSS Regulatory Office and the Subic Bay Water Regulatory Board which were created under 
charters and operate under contract-based regulation. Regulation of drinking water falls under LWUA 
and the DOH through the city and municipal health offices of the LGUs, while the DENR regulates 
effluent standards for wastewater quality.

Rural Areas

30. In rural areas, water is generally supplied by LGUs and small-scale community-based organizations, 
including cooperatives (around 180 water cooperatives are registered with the Cooperative Development 
Authority), BWSAs, and RWSAs.27 Some households have their own shallow or deep wells. Within 
their respective areas of responsibility, some of these WSPs (i) have been granted certificates of public 
conveyance by the NWRB (such as RWSAs, BWSAs, cooperatives, and other community-based 
utilities); (ii) have entered into a management contracts with LGUs; (iii) have been granted authority 
by LWUA in the case of some RWSAs; or (iv) are operating without any permit at all. Sustainability  
is often a challenge for these mainly small-scale systems, especially those run by LGUs, because capacity 
is weak and water tariffs are often too low to recover costs or are not collected at all, resulting in poor 
utility performance. 

31. There have been relatively few projects for improving access to water supply services in rural 
areas, mainly because investment costs are difficult to recover and the government has not been able 
to provide the required grants on a sufficient scale. Initiated during the late 1990s, the Rural Water 
Supply and Sanitation Sector Project constructed new water supply and sanitation facilities in selected 
municipalities in the Mindanao and Visayas. Although this project was well received and was regarded 

27 About 180 water cooperatives are registered with the Cooperative Development Authority. There are an estimated 3,000 BWSAs 
and about 500 RWSAs.
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as highly beneficial to customers as per its benefit monitoring evaluation report, sustainability was an 
issue. More than half of the registered BWSAs had deficient revenue streams and were not consistently 
collecting the revenues due them as stipulated in their water tariffs. Further, standard technical designs 
were not applied.  

32. Current performance. In March 2012, the JMP reported that the MDG target of 92% coverage had 
been met for drinking water (footnote 13). Estimated national coverage in the Philippines in 2010 was 
reported to be 92%, with 93% coverage in urban areas and 92% in rural areas. Further, the JMP noted a 
large difference in the sources of drinking water used in urban and rural areas. In urban areas, 61% was 
piped onto premises, and 32% came from other improved sources; for rural areas, only 25% was piped 
and 67% came from other improved sources. The NSO reported a slight increase in the percentage of the 
population with access to potable water (Levels I, II and III), this rising from 82.9% in 2007 to 84.8% in 
2011 (footnote 14).28

33. As a result of committed efforts by the Metro Manila concessionaires to improve their operations, 
water service in Metro Manila has substantially improved in all respects, particularly in terms of 
coverage, non-revenue water, and hours of service. As of the end of 2011, MWCI served 857,981 water 
connections and more than 99,300 sewer connections, with an estimated non-revenue water level of 
11.2% in its service area (Manila’s east concession).29 Similarly, as of August 2011, MWSI served 963,740 
water connections and 55,900 sewer connections, with non-revenue water levels estimated at 47% in its 
service area (the west concession).30 

34. The MWSS, the water utility regulator for Metro Manila, reports Level III service coverage of 88% 
for Metro Manila households, and 11% for all households in the country. At the end of 2011, LWUA 
reported that the 502 operational water districts serviced about 3.5 million households. This is roughly 
53% of urban households outside the NCR, or 19% of total households nationally. Assuming 350 LGU-
run water utilities with approximately 900 service connections on average, these utilities supply Level III 
water to about 5% of the country’s total number of households. Looking specifically at urban areas outside 
the NCR, water districts are estimated to account for about 80% of Level III connections, compared with 
about 7% for LGU-run water utilities. 

35. This information indicates that 60%–71% is a rough estimate for Level III water service coverage 
in all urban areas in the country (broadly in line with the JMP’s March 2012 estimate of 61% in 2010). 
The estimated 50%–65% Level III coverage in urban areas outside the NCR is much lower than the 
88% already achieved in Metro Manila. While coverage appears to be increasing, a report prepared for 
the World Bank in November 2009, which evaluated the performance of water utilities outside Metro 
Manila, found that many of the performance targets for water service (including access to safe water, 
hours of service, compliance with national drinking water standards, and cost recovery) are not being 
met, particularly in the case of LGU-run utilities.31 Other sector studies have found that water districts 
provide better water service, citing the corporatized nature of water districts and the benefits of LWUA’s 
credit and institutional development support.

28 Government of the Philippines, National Statistical Coordination Board. 2012. Summary of StatDev 2011 Indicators by  
Sector and by Pace of Performance. http://www.nscb.gov.ph/stats/statdev/2011/Accelerating_infra/Chapter_accelerating_infra.
asp (accessed July 2012).

29 Manila Water. http://manilawater.com/downloads/sec.FORM.17A.verApril13-2012.pdf
30 Maynilad Water Services, Inc. 2011. Report Card on Key Performance Indicators and Business Efficiency Measures Report. Manila.
31 World Bank. 2009. Diagnostic Study of the Philippine Water Sector. Manila.
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2. Water Supply Constraints

36. The lack of water supply facilities results from institutional fragmentation, weak planning and 
monitoring, poor water utility performance, low levels of investment, and inadequate support for peri-
urban and rural areas. Appendix 1 shows the problem tree relating to water supply. 

37. Institutional Fragmentation. More than 30 different agencies in the Philippines have some role 
in water resources and water supply and sanitation, but there is currently no single department or body 
with overall responsibility for sector policy and coordination, or for overseeing implementation of sector 
reforms, especially outside Metro Manila. For example, the DILG, the DOH, the DPWH, and the LWUA 
have all at one time or another started to pursue rural water supply improvement programs based on 
various parameters. More effective interagency coordination for sector planning and monitoring is 
thus imperative for sustainable development to become a reality. In October 2011, Executive Order 62  
created an interagency committee that was to draft a master plan addressing all water sector issues. 
This task was to be led by the secretary of the DPWH, whom the President appointed “water czar” in 
2010. That said, the government is expected to announce the creation of the National Water Resources 
Management Office, a “superbody” under the Office of the President, which will absorb all economic 
regulation functions of agencies in the water supply sector. The new body is expected to be mainly 
responsible for management and protection of the country’s water resources for domestic water supply; 
sanitation; irrigation; hydropower; fisheries; aquaculture; flood control; navigation and recreation, 
including enhancement and maintenance of water quality; conservation of watersheds; and control 
of water pollution and environmental restoration; without compromising the natural ecosystems’ 
functions and services. Similarly, in October 2011, a bill (commonly referred to as “the Angara bill” after 
its proponent) was filed with Congress, that sought to adopt the integrated water resources management 
(IWRM) approach to water supply management by dividing the country into provincial water resource 
zones, within which all water utilities would be synergized and integrated. This bill also proposed 
strengthening the NWRB, renamed the Water and Sanitation Regulatory Authority, which would serve 
as the lead agency.

38. Weak sector planning and monitoring due to lack of sector information. Sector planning is 
severely constrained by the lack of updated local master plans, as well as by the lack of, or conflicting, 
sector information. Different methodologies used in monitoring and limitations regarding the accuracy 
of data make quantifying actual improvements in water supply access and coverage difficult. The vast 
majority of water utilities are neither registered with the NWRB nor attached to a national agency, as there 
are no penal provisions for noncompliance in this regard. There is also no clear flow of information from 
the utilities to the development planners. Importantly, there is no common methodology for tariff review, 
and no economic regulatory body prescribing performance standards or monitoring and benchmarking 
performance. National agencies have inadequate financial and technical capacity for their oversight 
roles: LWUA monitors more than 500 water districts, at least half of which have less than 3,000 service 
connections. The NWRB has to oversee several thousand domestic WSPs such as the private developers, 
homeowners’ associations, water cooperatives, and other small water utilities, and the DILG oversees 
about 1,000 LGU-run water utilities. Updating, harmonizing, and consolidating sector information from 
all the various agencies with an oversight role in the water and sanitation sector is important for purposes 
of planning and monitoring. It is equally as important to have adequate technical capacity and financial 
resources for enforcing policies and environmental regulations.

39. Poor performance of many water utilities. Water districts are financially independent, and do 
not receive subsidies from LGUs. Therefore, they are compelled to generate enough income to cover 
operating and maintenance costs, debt service, and essential capital expenditure. Water districts are 
generally viewed as being better run than other public sector water utilities. Among the utilities sampled 
for the DILG’s benchmarking exercises for the Philippines Small Towns Water Utilities Data Book, water 
districts were reported to have higher coverage rates on average (69%) compared to other water operators 
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(62%).32 Most water districts provided water 24 hours a day, while many LGU-run systems, cooperatives/
rural water utilities, and private systems fell short of this standard. However, the water districts’ autonomy 
in planning and managing their operations has limitations that may negatively affect their efficiency and 
sustainability. Increasing water tariffs to cost-recovery levels is often politically unpopular. Several central 
government agencies set the conditions for institutional arrangements, labor conditions, procurement 
procedures, and accounting practices. For many water districts, limited access to affordable long-dated 
investment capital impedes their ability to expand and improve services, which would allow them to 
achieve operational and technical efficiencies. Scale is also an issue for many water districts. LWUA 
reports that more than half of the 502 operational water districts at end of 2011 had less than 3,000 service 
connections. 

40. Most LGU-run water utilities are characterized by an absence of commercial practices, such as 
ring-fencing of accounts, and a general lack of ability to service loans. Many LGUs have also shown 
little interest in pursuing water supply projects due to local leadership uncertainties brought about by 
3-year electoral terms. A 2005 World Bank study reported that “in general, water utilities under direct 
LGU management are poorly operated because of the lack of technical, financial, and management 
capabilities at the local level.”33 High non-revenue water also characterizes many LGU-run WSPs. 
Another study on Management Models for Small Towns Water Supply (Water Supply and Sanitation 
Performance Enhancement Project, 2003) found that “direct management by LGUs was the least 
successful management model for small towns’ water supply.”34 The DILG, which has oversight function 
over LGUs, does not have enough capacity and resources to be able to provide capacity-building support 
to the LGUs. The DILG Water Supply and Sanitation Program Management Office, which is assigned 
this particular function, primarily manages foreign-assisted water supply and sanitation projects. The 
PWSSR offers an explanation for this situation by saying that even after almost 20 years of issuance of the 
Local Government Code, the major sector agencies “have not changed their paradigm of direct planning 
and implementation of projects to that of providing support to and developing the capacity of LGUs to 
plan and implement water supply projects.” The PWSSR further reports that the situation is made more 
difficult by the absence of a national government department or an apex body that can resolve conflicts 
and translate government policies, strategies, and goals into a comprehensive water supply program at the 
appropriate level. 

41. Performance of community-managed systems has also been constrained by a lack of technical 
and management capabilities, although this is less pronounced than in LGU-run utilities. In the 2005 
benchmarking study funded by the World Bank’s Water and Sanitation Program, RWSAs, cooperatives, 
and private operators were found to generally perform better than LGU-run water utilities.35 

42. Low levels of public and private sector investment for service expansion due to regulatory 
risk and limited access to financing. The absence of a common methodology for tariff review, as well 
as political pressure to keep tariffs low—often below cost-recovery levels—has often been cited as a 
reason why water utilities are reluctant to borrow to finance urban infrastructure projects. For the same 
reasons, many of those who seek financing are faced with scarcity of affordable medium- to long-term 
funding, since many lenders, such as commercial banks, and government financial institutions remain 
uncomfortable with the current regulatory framework for the sector. Investments have likewise been 
constrained because government funding for water supply has declined. 

32 World Bank, Water and Sanitation Program, Government of Australia, and Government of the Philippines. 2006. Philippines 
Small Towns Water Utilities Data Book 2005. Manila.

33 World Bank. 2005. Philippines: Meeting Infrastructure Challenges. Sectoral Chapter: Water Supply and Sanitation Sector. Manila.
34 World Bank Water and Sanitation Program. 2003. Water Supply and Sanitation Performance Enhancement Project – Management 

Models for Small Towns Water Supply: Lessons Learned from Case Studies in the Philippines. Manila.
35 Footnote 34, p. 12.
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43. The more creditworthy water utilities, including a small number of water districts, now have 
access to relatively low-cost debt (from private sector banks and government financial institutions), as 
local private-sector banks and government financial institutions such as the Development Bank of the 
Philippines and the Land Bank of the Philippines seek to mobilize growing local liquidity. Rates are 
attractive, and have fallen in recent years, with loan tenors of up to 10–15 years, but they still generally 
require collateral. Still, the amounts and tenors fall far short of what the sector requires for significant 
expansion of distribution. These lenders are also keen to finance the water supply investments of larger 
and stronger LGUs, but generally require a pledge of the LGU’s internal revenue allotment from the 
national government as collateral for a loan. Available through the Development Bank of the Philippines, 
the Philippine Water Revolving Fund (PWRF) has also been targeting such creditworthy water utilities 
for its lending operations, combining official development assistance, local, and national government 
funds, as well as local private-bank financing. 

44. Many relatively small public sector WSPs (water districts and LGU-run water utilities) are plagued 
with low profitability, high levels of non-revenue water, weak institutional capacity, and limited technical 
capacity. The government remains their major source of grant or debt financing through the LWUA and 
the Municipal Development Fund Office, but both have limited funds or capacity for on-lending. Thus, 
less creditworthy public sector water utilities have very limited access to medium- to long-term capital 
for major infrastructure investment. 

45. Many water districts prefer to work with LWUA, which is often the preferred conduit of funds and 
technical advisor, in preparing investment projects for financing. However, water districts face several 
crucial issues that need formal clarification if their long-term sustainability is to be ensured, and to 
facilitate attracting the necessary amounts of capital for infrastructure investment. These issues include 
the following. First, in geographic areas in which the water districts draw groundwater, a major issue is 
whether water districts are liable to pay LGUs a share of national wealth.36 Second, regulatory guidelines 
for waterworks operators within a water district’s service area are lacking (e.g., guidelines relating to 
resource regulation, or servicing poor and rural areas). This is unfortunate, because such guidelines would 
create a level playing field in the wake of a court decision that ended exclusivity of water districts in their 
franchise areas.37 Finally, there remains the issue of who actually owns water districts, since the latter were 
intended to be quasi-public corporations, but now bear the characteristics of non-stock, government-
owned or government-controlled corporations.38 

46. Both Metro Manila concessionaires (i.e., MWCI and MWSI) have mobilized massive amounts of 
private resources for capital expenditure programs. These programs have included large-scale investments 
such as pipe rehabilitation and extension projects, refurbishment, and construction of water reservoirs 
and pumping stations, as well as development of new water sources, and aggressive leak detection and 
repair operations. With no significant new water source for meeting the increasing demand for water 
in their service areas, both concessionaires have focused on non-revenue water reduction initiatives to 
increase available supplies. Total water saved in this manner has reached more than 1.2 billion liters per 
day.39 MWSI is also tapping Laguna Lake, a large but polluted lake that lies east of Manila as a new source 

36 Republic Act 7160 (the Local Government Code of 1991) provides for host LGUs to be entitled to an “equitable” share in the 
proceeds derived from resource utilization and development within their service areas.

37 In the court case “Metropolitan Cebu Water District vs. Margarita Adala” (G.R. No. 168914), the Supreme Court struck down as 
unconstitutional Section 47 of Presidential Decree 198 that gave water districts the exclusive franchise for water service within 
their districts.

38 Presidential Decree 198 declared water districts to be private corporations for the public benefit (specifically quasi-public 
corporations), but water districts bear all of the characteristics of non-stock, government-owned or government-controlled 
corporations.

39 I. Dimaano. 2012. The Challenge of Reducing Maynilad’s Non-Revenue Water. IWA Water Loss Manila. 26–29 February and  
L. Luczon, G. Ramos. 2012. Sustaining the NRW Reduction Strategy: the Manila Water Company Territory Management Concept 
and Monitoring Tools. IWA Water Loss Manila. 26–29 February. 
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of water, and has invested in a treatment facility in nearby Muntinlupa. Attention has now refocused on 
Metro Manila’s long-term water security, since 97%–98% of the water used in Metro Manila comes from 
Angat Dam, a multipurpose dam completed in 1967 that is located about 40 km northeast of Manila 
that also provides water for irrigation and hydropower generation. Since the mid-1990s, the MWSS has 
considered the construction of a new water source, but construction of a dam for this purpose has been 
repeatedly delayed. To meet projected future water demand increases in the NCR, the MWSS is planning 
to upgrade the older aqueducts that carry water from Angat Dam to Manila, the MWSS having completed 
one new aqueduct in July 2012. 

47. The government’s Public–Private Partnership Center (PPP Center)40 seeks to scale up private 
investor interest in priority infrastructure and development projects that have traditionally been 
undertaken by the government, including water projects. The PPP Center provides technical assistance 
to national government agencies, government-owned and controlled corporations and LGUs, as well 
as to the private sector to help develop and implement critical infrastructure and other high-priority 
development projects. Specifically, in December 2011 the MWSS secured a funding commitment  
from the PPP Center for pre-investment studies, including one for its new water source. However, 
other private sector participation and PPP initiatives have been largely confined to bulk water supply, 
dam development, pipeline extensions, and rehabilitation of provincial waterworks. This can be seen 
in the water and sanitation projects listed under a proposed PPP program in the NEDA’s 2009–2013 
Comprehensive Infrastructure Investment Program (CIIP) that amounts to P100.80 million. Private 
sector attempts at working with LGUs have not been so successful, as noted by the Local Government 
Unit Urban Water Supply and Sanitation Project of the World Bank. Aside from election-related issues, 
this relative lack of success can be attributed to the complexities of working at the LGU level. 

48. Another government strategy for attracting private capital is to offer incentives through the Board 
of Investment, such as income tax holidays or reduced income tax for priority initiatives.41 The 2011 
Investments Priorities Plan included water supply and/or distribution infrastructure in the country’s  
30 poorest provinces and less-developed areas, and in the Autonomous Region in Muslim Mindanao. 
For example, the Balibago Waterworks system secured such tax incentives in 2011 when it won the bid to 
supply water on behalf of the LGU of Passi City, Iloilo. One of the PWRF’s components seeks to help put 
in place incentives for investments in the water sector by private financial institutions. Such incentives 
would include getting approval than the Central Bank of the Philippines for allowing the requirements 
for compliance with the Agri-Agra Reform Credit Act of 2009 to be fulfilled by bank lending to water 
supply and sanitation projects. This Act requires banks to set aside at least 25% of their total loanable 
funds for credit to agriculture and agrarian reform in general.42

49 Inadequate support for peri-urban and rural areas. The delineation of responsibilities among 
national agencies such as water districts and LGUs is unclear. Under Presidential Decree 198, water 
districts are responsible for providing potable water to the population within their service areas, including 
rural areas. In reality, water districts’ efforts gravitate toward the town center (often referred to as the 
poblacion) due to economic considerations. Only very few water districts serve the fringe areas. This is 
because LWUA, the regulatory body for water districts, does not monitor service area coverage. In other 

40 The Government of the Philippines allocated P300 million (about $7 million), and the Government of Australia contributed $6 
million as counterpart financing (administered by ADB) to the PPP Center’s Project Development and Monitoring Facility.

41 The priorities for 2012 as well as development initiatives consistent with existing laws such as Republic Act No. 9275 (the 
Philippine Clean Water Act of 2004, which covers establishment of wastewater treatment facilities; sewage collection integrated 
with treatment facilities; and adoption of water pollution control technology, cleaner production and waste minimization), 
and Republic Act 9003 (the Ecological Solid Waste Management Act of 2001, which covers establishment of waste recycling 
facilities).

42 Banks that fail to comply with the mandatory credit allocation face monetary fines amounting to an annual penalty of half of 1% 
of the amount of noncompliance or under-compliance.
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major urban areas that have not formed water districts, utilities are either run by LGUs or operated by 
private companies under management contracts with the LGUs. LGU-run utilities generally also mainly 
serve the poblacion. Thus communities in peri-urban and fringe areas are often left to organize themselves 
(e.g., as RWSAs, BWSAs, or other small-scale WSPs), or remain unattended to, and thus deprived of basic  
water supply and sanitation services.

50. It is worth noting that nearly 2 million people from the marginalized communities in Metro Manila 
now have access to safe water, in part because concession agreements included several pro-poor elements 
such as universal access. Recognizing also that illegal connections contributed to high system losses in 
Metro Manila, technical, engineering, and social interventions were developed by the concessionaires to 
address water theft. MWCI launched “Tubig Para Sa Barangay” (Water for the Poor) in 1998, a program 
designed to make piped water available to low-income communities and informal settlements where illegal 
connections were then rampant. MWSI launched “Bayan Tubig” (Nation Water) and “Bayanihan Bayan 
Tubig” (National Water Hero), and more recently in May 2009, “Samahang Tubig” (Water Association) to 
address the problems of water inaccessibility and irresponsible use in its concession area. The advantages 
of having regular and legal connections were highlighted to the consumers, foremost being the ensured 
quality of water. MWCI’s project is supported by the Global Partnership on Output-Based Aid.43 The 
$2.8 million grant is expected to benefit 20,000 poor households through connection fee subsidies. The 
Metro Manila experience confirms that highly efficient water supply operations can sustainably serve 
marginalized communities with limited subsidies. 

3. Sanitation

51. Institutional responsibilities. NEDA, the key agency for policy formulation and planning on 
sanitation, works with other government agencies including DENR, the National Housing Authority, 
and the Metro Manila Development Authority. 

52. Institutions mandated to construct, operate, and maintain sanitation and sewerage systems include 
the MWSS for Metro Manila (Republic Act 6234 of 1971), and the water districts (Presidential Decree 198 
of 1973), and LGUs for areas outside Metro Manila (Republic Act 7160 of 1991). MWSS concessionaires, 
which include MWCI and MWSI, are the largest providers of sewerage and sanitation services in the 
country. The Clean Water Act of 2004 requires LGUs and water districts to create septage management 
programs in areas without sewerage systems. However, most LGUs and water districts have lacked the 
capacity, technical knowledge, or funds to take much action since the passage of the act. There are private 
companies in major cities providing septic tank desludging services, but in many cases, treatment and 
disposal of sludge are likely to not be noncompliant with environmental regulations, and little enforcement 
for from non-industrial sources of waste remains the rule.44 The same financing agencies that provide 
capital funds for the water sector outside Metro Manila also fund sanitation and sewerage projects. These 
include the national government, LWUA, the Development Bank of the Philippines, the Land Bank of the 
Philippines, the Municipal Development Fund Office, and the PWRF. 

53. At the local level, LGUs monitor sanitation programs that are implemented through provincial, 
city, or municipal health offices, as well as barangay health offices. About 40% of the country’s 41,840 
barangays have barangay health stations, each with an average staff strength of five health workers 
(footnote 15).

43 The Global Partnership on Output-Based Aid, a multi-donor trust fund administered by the World Bank, provides a one-time 
full subsidy for the connection fee for eligible households.

44 German Technical Cooperation Agency–World Health Organization. 2010. Sector Assessment Report. Manila.
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Current Performance

54. Access to sanitary facilities. Despite several national sewerage and sanitation policies such as 
the Sanitation Code of 1975 and the Clean Water Act, investment in sanitation, sewerage, and septage 
facilities has remained low. Improper handwashing or none at all is still common. Open defecation is still 
practiced in many areas, especially is highly populated ones, as toilets are not available in the majority of 
poor households. This results in polluted waterways and the spread of fatal and infectious diseases. The 
PSSR predicts that the 2015 MDG sanitation target can be achieved (footnote 15). The March 2012 JMP 
Report estimated national coverage for sanitation facilities in the Philippines to be 74% in 2010, with 79% 
coverage in urban areas and 69% in rural areas. According to NSO figures cited by NSCB in July 2012, 
92.5% of households had access to basic sanitation (i.e., sanitary toilets) in 2011, up from 76.0% in 2008, 
with a decrease to 83.8% by 2016 projected. The Annual Poverty Indicator Survey reports that the regions 
with the lowest percentage of households with sanitary toilets are the Autonomous Region in Muslim 
Mindanao (50.0%), Region VIII (77.7%), Region IX (78.6%), and Regions VII and IVB (79.9%).  

55. Wastewater treatment facilities are increasing, but many more are needed. After the Supreme  
Court ordered 10 government agencies including the MWSS and, by extension, the two Metro Manila 
concessionaires, to clean up Manila Bay in December 2008, the concessionaires established ambitious 
investment plans for sewerage and wastewater treatment. As of 2011, the concessionaires had a total 
of 43 wastewater facilities.45 The effort to clean up Manila Bay has widened to include the Laguna de 
Bay–Pasig River–Manila Bay watershed, and the seven major rivers that drain into Manila Bay. Many 
LGUs in the area are investing in wastewater and solid waste management facilities, ecotourism, and local 
drainage and flood control facilities along the river systems that lead to Laguna de Bay, in an effort to 
reduce pollution in the lake and prevent degradation of its watershed. The Supreme Court decision also 
ordered LWUA, through the local water districts and in coordination with the DENR, to provide, install, 
operate, and maintain sewerage and sanitation facilities, and to institute efficient and safe collection, 
treatment, and disposal of sewage in the provinces of Bataan, Bulacan, Cavite, Laguna, and Pampanga, 
where needed “at the earliest possible time.”46 

56. Outside Metro Manila, only a few cities (including Baguio, Vigan, and Zamboanga) have sewerage 
systems, that serve less than 3%–5% of the service area population.47 Therefore, domestic wastewater 
largely goes untreated into groundwater or public canals and drainage systems, and eventually into 
rivers and other water bodies, thus exposing the majority of the population to raw sewage. A few LGUs 
have adopted ordinances regarding septage management and have constructed treatment facilities. 
These include Baguio, Dumaguete (jointly with the water district), and Sarangani. Other cities have also 
initiated septage or sewage outfall treatment programs, such as Calbayog, Cebu, Davao, Iloilo, Laguna, 
San Fernando (La Union), and Zamboanga. Several water districts have septage management initiatives. 
These include Baliwag, Cabanatuan City, Calamba, Davao City, Laguna, Metro Cebu, Metro Naga, 
San Pablo City, and Zamboanga City. The PWRF has conducted workshops for disseminating septage 
management business models, and has even set up a help desk for water districts preparing septage 
management plans. Still, there has been limited tangible progress in this subsector outside the NCR.

45 Figure is taken from company reports as of 31 December 2011.
46 In 1999, 14 concerned residents filed a case against 10 executive departments and agencies alleging neglect of duties, which 

contributed to the degradation of Manila Bay, and the resulting threat to public health, the maritime economy, and marine life. 
The 10 agencies were the Metropolitan Manila Development Authority, the DENR, the Department of Education, the DOH, 
the Department of Agriculture, the Department of Public Works and Highways (DPWH), the Department of Budget and 
Management, the Philippine Coast Guard, the Philippine National Police Maritime Group, and the Department of the Interior 
and Local Government (DILG).

47 The systems for Vigan and Zamboanga were built by the Americans in the late 1920s or early 1930s.
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2.2  Sanitation Constraints

57. The core problem of the subsector is the lack of sanitation facilities, particularly in rural towns 
and low-income provinces. The capacity of LGUs and water districts must be strengthened, and the 
private sector needs to be engaged if effective and sustainable sanitation programs are to be developed. 
The problem tree in Appendix 1 summarizes the main reasons why subsector goals have not been fully 
met, policies have not been implemented, and rules have not been fully enforced, despite the numerous 
legislative actions and policies addressing sanitation (footnote 10). 

58. Lack of policies, effective governance, and regulation. The PWSSR identifies the lack of an 
effective national sanitation policy, including the lack of a clear policy on sanitation regulation, as one 
of the critical gaps in the sector (footnote 10). Policies on sanitation regulation should include national 
targets, a strategy for eliminating open defecation, and a strategy for facilitating localized sanitation 
improvement plans and budgets, and national investment priorities and plans for sanitation. Based on 
the concession agreements, the regulatory arrangement of the MWSS has effectively defined standards, 
targets, and tariffs for the sanitation and sewerage programs of the two private concessionaires in Metro 
Manila. This could be used as a model, as no similar arrangements exist elsewhere. The standards and 
targets are being closely monitored by the MWSS Regulatory Office. However, to achieve comprehensive 
wastewater treatment, there is a need to align the two concessionaires institutionally in terms of targets, 
action plans, and community awareness campaigns.

59. Water districts, on the other hand, are not obligated by LWUA to plan or implement sanitation 
and sewerage projects, despite the mandate they have under Presidential Decree 198. Water districts that 
initiated sewerage projects increased their water tariffs, causing water bills to rise by 8%–50%. Lack of 
enforcement of existing laws and regulations is also a critical gap in the sector.

60. Similar to water supply, the government’s efforts in addressing the inadequacy of sanitation 
infrastructure are also constrained by a weak and fragmented regulatory framework, and inadequate 
monitoring mechanisms and financial resources. There are many institutions with sanitation-related 
mandates, but the responsibilities under these mandates are unclear. The leadership required to push 
efficient, effective, and sustainable sanitation programs is also lacking. While the DOH plays a key role in 
the sector due to the health impacts of poor sanitation, the only unit at the DOH addressing sanitation 
issues is the Environmental and Occupational Health Office of the National Disease Control and 
Prevention Center, the mandate of which in sanitation is limited to policy formulation and monitoring of 
laws and policies. 

61. Many laws and standards relating to sanitation and wastewater management need to be integrated 
and updated. Mandates regarding the implementation and monitoring of existing laws, policies, and 
standards remain vague. LGUs—very much in the forefront of implementing, monitoring, and, to some 
extent, regulating sanitation programs and projects—are generally not adequately informed about these 
standards (footnote 10). 

62. The continual degradation of water resources is a manifestation of the poor enforcement of existing 
laws and policies. The complaint filed in 1999 by concerned residents who lived along the shore of Manila 
Bay against specific government agencies with mandates for controlling pollution is an illustration of the 
public’s dismay regarding poor enforcement of national policies relating to pollution control. The Supreme 
Court’s 2008 landmark decision ordering 10 government agencies and by extension, the two Metro 
Manila concessionaires, to coordinate the clean-up, restoration, and preservation of Manila Bay, took  
9 years to achieve. 

63. Low awareness and political will for improving sanitation. LGUs are responsible for data 
generation, specifically that relating to water supply and sanitation coverage, as well as investment and 
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financing, but most do not, or are unable to regularly provide updated information for monitoring 
purposes. To date, very few LGUs have initiated sanitation plans and programs. Possible reasons for this 
outcome are low awareness about the costs and benefits of sanitation as evidenced by the small budget 
for their local sanitation programs and projects, an overall lack of feasible project packages, and poor 
advocacy campaigns regarding the importance of sanitation. Moreover, there is a need to demonstrate 
sustainable models from successful sanitation projects to show how such programs should be implemented.  
A “champion” for sanitation is thus required to get LGUs to recognize the importance of sanitation and 
to take action.

64. While some LGUs recognize sanitation problems, they are also constrained by the high investment 
and operating costs of sewerage systems, limited willingness-to-pay, and space restrictions in low-income 
urban areas where sewage is disposed of indiscriminately (footnote 10). Septage management systems 
are currently being promoted as a cheaper alternative to sewer systems, but consumers already burdened 
by the cost of getting adequate and potable water supply are hesitant to spend additional money on 
improving sanitation facilities. Water districts also have similar concerns. As a result, only 12 feasibility 
studies were done by the LWUA over the last 2 decades that related to sewerage,48 and only one (in 
Baguio) was implemented.  

65. Inadequate funds to finance sanitation infrastructure; uncertainties about willingness to pay. 
There have been few investments in proper sewage collection and treatment, especially outside Metro 
Manila. The benefits of sanitation projects are still not broadly appreciated, as the effect of improved 
sanitation is often not immediately felt. More advocacy and awareness-raising programs are necessary. 
Beneficiary willingness to pay also depends on the cost recovery and tariff strategies adopted. The tariff 
collection and cost recovery for Dumaguete City’s septage treatment facility could be one example 
promoted for replication elsewhere. Under a memorandum of agreement between the LGU and 
the water district in Dumaguete, the LGU enacted the required legislation to obligate households to 
desludge septic tanks regularly. The water district manages the facility and collects user fees from service 
connections that are included in monthly water bills, thus raising sufficient revenue to cover operation 
and maintenance expenses, and to recover capital investments over a reasonable timeframe. Fees are 
collected from unconnected households directly. According to both LGU and water district officials in 
Dumaguete, households now spend less on desludging compared to the fees charged by private operators,  
and have the added comfort of knowing that such waste is treated in a manner consistent with 
environmental regulations.49

66. Lack of sanitation capacity. Effective service delivery is hampered by lack of capacity. Since 
there isn’t a separate sanitation agency, personnel from various agencies usually handle both water and 
sanitation. People working in the sanitation sector come from varying backgrounds, a situation that has 
both its advantages (being multidisciplinary) and disadvantages (lack of required skills and expertise). 
There do not appear to be enough sanitation specialists. Very few universities offer sanitary engineering 
courses. Educators report continually declining enrollment in such courses. Many reasons are cited for 
this, including the fact that LGUs at the city and municipal levels do not require sanitary inspectors to 
hold degree in sanitary engineering (footnote 15).

67. Sanitation crisis in emergency situations. During typhoons Ondoy, Pepeng, Santi and Sendong, 
and intense monsoon rains that caused massive flooding, one of the more problematic issues that 
confronted the government was that of sanitation during emergency situations. Both sanitation and 

48 In the 1980s, the LWUA funded feasibility studies for Baguio City, Butuan City, Daet, Ozamis City, and Zamboanga. In the 1990s, 
USAID funded feasibility studies for the cities of Cagayan de Oro and General Santos. The World Bank also funded feasibility 
studies for Calamba, Cotabato, Dagupan, Davao, and Roxas in 1996.

49 United Nations Environment Programme. Local Initiatives for Affordable Wastewater Treatment (LINAW Project), Case of 
Dumaguete City (Public Market and Septage Treatment Plant). 
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hygiene promotion were identified as highly critical during the relief and rehabilitation phases due to 
increasing cases of waterborne disease, health risks due to open defecation, groundwater contamination, 
and the generally unsanitary condition in evacuation centers and resettlement areas. In some evacuation 
centers, the toilet to population ratio was 1:116 against an ideal ratio of 1:20 (footnote 10). Low-cost 
portable sanitation solutions such as the EcoSan or waterless toilets were deployed to evacuation centers 
and scattered communities in Iligan and Cagayan de Oro after Typhoon Sendong. These could be 
considered a form of scalable disaster preparedness, especially as over time, extreme storms and floods 
are expected to increasingly occur as a result of climate change.50 Research on innovative technologies for 
providing economic, ecological, and efficient sanitation, sewerage, and septage facilities is lacking.

3. Key Constraints, Strategic Development Needs, and Solutions

68. The main constraints for development of the urban water and sanitation sector are (i) institutional 
fragmentation and weak sector planning and monitoring, (ii) low public and private sector investment, 
and (iii) weak performance of utilities. The constraints are more severe in the rural water supply and 
sanitation sectors due to unclear delineation of responsibilities and very limited access to financing, 
which has resulted from a decline in available government funds. 

50 Sustainable Sanitation in Emergency and Reconstruction. http://susanawg8.wordpress.com/2012/01/02/urine-diversion-
dehydration-toilets-after-typhoon-sendong-in-the-philippines/ 
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II  Sector Strategy

A. Government Sector Strategy, Policy, and Plans

1.  Medium-Term Philippine Development Plan, Medium-Term Public Investment Plan, and 
Comprehensive and Integrated Infrastructure Program 

69. In collaboration with other related government agencies, NEDA prepared the Philippine 
Development Plan results matrix for the 2011–2016 Mid-Term Philippine Development Plan (MTPDP) 
and the Medium-Term Public Investment Plan (MTPIP). The results matrix integrates the results 
envisioned under the various strategies, programs, and projects outlined in the MTPDP. It thus facilitates 
tracking of gains achieved, and serves as a tool for monitoring and evaluating the progress in implementing 
the MTPDP to ensure that the goals of all strategies are met in the medium term. For water supply, 
the MTPDP focuses exclusively on the goals and programs adopted under the PWSSR. The MTPDP 
reaffirms the goal to eliminate waterless areas by 2016, by ensuring that all barangays and municipalities 
that will be provided with water supply will have corresponding sanitation facilities for proper disposal 
of wastewater, and by continuing to provide capacity-building programs and technical assistance relating 
to water supply and sanitation planning, management, and project implementation, for all WSPs needing 
assistance. 

70. Several government reform initiatives are designed to help ensure that the MTPDP objectives and 
MDGs are met. In 2007, the government prepared the PWSSR with the participation of stakeholders 
from both government and civil society. About the same time, World Bank’s Water and Sanitation 
Program launched the Sustainable Sanitation for East Asia Project (SuSEA), SuSEA-Philippines being the 
component under which the project was to be implemented in the Philippines. This project assisted the 
DOH in preparing the National Sustainable Sanitation Plan, 2010–2016. This was followed 2 years later 
by the preparation of the National Sewerage and Septage Management Program (NSSMP), formulated in 
consultation with multi-stakeholder technical working groups. 

71. The 2011–2016 MTPIP earmarked nearly P2 trillion for infrastructure development, including significant 
investment in the water and sanitation sector through the DPWH, LWUA, and the MWSS. The MTPDP and 
the MTPIP are concretized in the 3-year rolling Comprehensive Infrastructure Investment Program. The 
program lists the projects that the government would like to prioritize, and specifies priority projects to be 
implemented by the government using purely public resources either through the PPP framework or official 
development assistance.

2. Water Supply

Philippine Water Supply Sector Roadmap

72. The overall goal of the PWSSR is “access to safe, adequate, and sustainable water for all.” The vision 
of the road map is that all waterless municipalities will have achieved a coverage rate of more than 50%, 
that utility operations will have become sustainable, and that existing formal (i.e., legal) utilities will have 
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expanded coverage to the unserved. It also envisions that by 2015, the water supply sector will  
have achieved the MDG target of halving the percentage of the population that lacks sustainable 
access to safe drinking water and basic sanitation, and that 60% of WSPs will be regulated. Importantly, 
its vision is that by 2025, all of the following will have been achieved: (i) universal access coverage and 
sustained utility operations, (ii) continued coverage expansion of existing formal utilities on a par with 
population growth, and (iii) regulation of all WSPs.

73. The PWSSR adopted the IWRM framework in sector management, and is guided by the 
Philippine IWRM Plan Framework. It outlines medium- and long-term sector development 
goals and outcomes, and supports operationalization of the MTPDP strategies by focusing development 
interventions on three major sector outcomes: (i) institutional strengthening, (ii) capacity 
development, and (iii) strategic alliance building. The purpose of these 3 core outcomes is to 
improve the operating environment of the water supply sector, and to complement a fourth 
outcome—adequate infrastructure provision. These four sector outcomes are inter-linked, 
and support the national development goals as embodied in the government’s commitments 
to achieve the targets of the 2011–2016 MTPDP and the United Nations MDGs. Outcomes 
are disaggregated into outputs and activities for easy monitoring through the use of verifiable 
indicators. Implementation of the PWSSR will be monitored and evaluated using results-based 
monitoring and evaluation.51 

Other Programs

74. Economic Regulation. An equally important concern is the outcome of Executive  
Order 62. While independent economic regulation is desired, legislation must address 
enforcement by creating a mechanism for this purpose. A centralized body responsible for 
more than 6,000 utilities may be too daunting a prospect for implementation, thus rendering 
the body with that responsibility ineffective. In addition, in the light of the Clean Water Act of 
2004, regulating wastewater tariffs could also fall under the purview of this agency. Further, 
the outcome of the “Angara Bill,” which proposes merging water utilities into provincial water 
utility management agencies, remains to be seen.

75. Government Funding for Waterless Communities. Under the 2004–2010 MTPDP, 432 waterless 
municipalities52 were targeted for water service coverage, which was to reach more than 50% by 2010—an 
initiative which that to be funded through a P3 billion allocation from the national government. This 
target was not met for a number of reasons. LWUA received about P2.25 billion in 2009–2010, of which 
about P325 million was released to 37 water districts in the 432 waterless municipalities identified. Under 
the 2010–2016 MTPDP, the list of waterless municipalities was updated, and the government launched 
the “Sagana at Ligtas na Tubig sa Lahat” (or “Salintubig”) (Abundant and Safe Water to All) President’s 
Priority Program on Water that was to increase water access by at least 50% by 2015. The National Anti-
Poverty Commission was designated the lead coordinating agency for ensuring that the goals of the 
programs were met. In 2011, the program targeted 115 waterless municipalities, 58 waterless barangays, 
55 waterless health centers, and 24 waterless resettlement sites, using the P1.5 billion funds released to the 
DOH. In 2012, program leadership remained with the Natonal Anti-Poverty Commission, which worked 
in close cooperation with the DILG for capacity development activities, the DOH for sanitation, and 
LWUA for areas with water districts. The program was allocated P1.5 billion in 2012 (DILG, P800 million; 
LWUA, P700 million). The 2012 program targeted 110 waterless municipalities (DILG, 80; LWUA, 30), 
62 waterless barangays, 25 waterless health centers, and 8 waterless resettlement sites. The remaining 
waterless municipalities, and a number of waterless barangays, health centers, and resettlements sites 
were to be covered from 2013 to 2016 through the DILG. 

51 Government of the Philippines. 2010. Philippine Water Supply Sector Roadmap. 2nd Ed. Manila.
52 “Waterless municipalities” are defined as municipalities with less than 50% service coverage.



22 Philippines: Water Supply and Sanitation Sector Assessment, Strategy, and Road Map

76. Eco-efficient Water Infrastructure Roadmap. NEDA is also currently drafting the Eco-Efficient 
Water Infrastructure Roadmap, a tool that will help address water supply problems in the country through 
short-, medium-, and long-term strategies. This road map aims to provide guidance and direction for 
mainstreaming and decentralizing implementation of its initiatives, guided by the IWRM principle. It 
envisions attaining efficient and sustainable water resources management in the Philippines within the 
next 25 years.

77. The MDGF-1919 and other capacity-building initiatives for local government units and 
small water utilities. Utility reform measures such as ring-fencing, benchmarking, business planning, 
and performance contracting have been introduced as part of a capacity-building and performance 
improvement path for water utilities.53 Commenced in May 2009, the MDGF-1919 is a program jointly 
implemented by the government and the United Nations to enhance provision of, and access to water 
services with the participation of the poor, by filling in the “soft” component gaps of existing national 
government programs that focus only on provision of infrastructure or “hard” components. NEDA, the 
DILG, the NWRB, the United Nations Development Programme, and the UNICEF have partnered over 
a 3-year period. The program aims to contribute to partially addressing issues of low investment and low 
capacity by establishing investment support mechanisms for improving efficiency, access, affordability, 
and quality of water and enhancing capacities at the local level in developing, operating, and managing 
water utilities in order to benefit 122,000 households in 36 municipalities in Regions II, V, IX, X, and XIII. 
Previous similar initiatives include ADB’s Regional Technical Assistance for Implementing Pilot Projects 
for Small Piped Water Networks (2005–2008) which developed the small piped water networks toolkit 
and implemented two pilot projects in the Philippines.54 The toolkit featured five modules: project study, 
business models and instruments, financing, sustainability and acceptability measures, and regulatory 
measures. 

78. Corporatizing water utilities run by local government units. Most LGU-run water utilities are 
characterized by their absence of commercial practices, and thus could benefit from ring-fencing of their 
water utility operations. Ring-fencing leads to more accurate information that can be used for making 
decisions about resource allocation, management, operational changes and improvements, and water 
tariffs. Better decision making is expected to lead to better water supply services for the community.  
In July 2009, staff from the DILG, the Municipal, the Cooperative Development Authority, and the 
Local Government Academy, in association with mentors, deployed by the PWRF Support Program, 
pilot-tested the ring-fencing approach for water utilities with eight LGUs and three cooperatives. Of the  
11 pilot utilities, 6 went on to develop their own ring-fencing guidelines, while the LGUs of Lasam and 
Lumban committed to ring-fence once they formally begin operating their water utilities. The World 
Bank–Water and Sanitation Program also financed a program for accrediting consultants for assisting 
water utilities to improve their operations and/or to refine their technical and financial proposals to the 
NWRB, and to offer small loans to water utilities to pay for these services. According to the Water and 
Sanitation Program, 19 water utilities were assisted in 2011–2012, and the program was extended to 
benefit up to 30 more through 2015. In addition to this, it could be worth evaluating what would motivate 
LGUs to expand their water supply operations. An LGU could be reluctant to form a water district or 
grant a concession to a private operator if it is planning to upgrade its status (e.g., from a municipality 
to a city) in order to get a larger internal revenue allotment from the national government (the internal 
revenue allotment is equal to 40% of all revenues collected by the Bureau of Internal Revenue), and to 

53 Ring-fencing of regulatory accounts is needed when a regulated public utility (e.g., water supply) financially separates itself from 
a parent entity that engages in non-regulated business. This is done mainly to protect consumers of essential services such as 
power, water, and basic telecommunications from financial instability or bankruptcy on the part of the parent corporation that 
might result from losses in the parent’s open-market activities. Ring-fencing also keeps customer information within the public 
utility business private from the parent corporation’s other business.

54 ADB. 2008. In the Pipeline: Water for the Poor: Investing in Small Piped Water Networks. Manila.
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be able to increase its tax revenues.55 The requirements under the Local Government Code of 1991 and 
Republic Act No. 9009 of 2001 include a minimum amount of locally generated income including income 
from water sales. Forming a water district or granting a concession to a third party could result in an LGU 
no longer receiving credit for revenues from water sales. For cityhood, P100 million in locally generated 
revenue is required for the previous two consecutive years, based on 2000 constant prices as certified by 
the Department of Finance. Local income is also an important consideration in achieving classification as 
a city or municipality (first to sixth class). A higher-level classification for a city or municipality generally 
gives the LGU access to more credit, allowing it to undertake a wider range of projects.

79. Integrated Water Systems. The LWUA reported that more than half of the 502 operational 
water districts at the end of 2011 had less than 3,000 service connections. A 2009 World Bank study 
reviewed the 45 integrated water districts (i.e., water districts that supply water to two or more cities 
and municipalities).56 Together they accounted for one-fourth of the total connections served by the 468 
then-operational water districts, with 14 having 10,000–30,000 service connections. The study generally 
confirmed the benefit of economies of scale of non-integrated water districts: cost per cubic meter 
decreased with growth in utility size from less than 1,000 to less than 6,000 connections, before rising and 
remaining constant until more than 30,000 was reached. It found that at then-current production levels, 
the average per unit cost of production was lower for non-integrated utilities than it was for integrated 
utilities, but that the potential gain from increasing production is greater for integrated systems because 
of the higher proportion of fixed expenditure in their cost structures (e.g., longer pipelines, satellite 
offices). The advantages and disadvantages of water district integration could be further reviewed, and 
if appropriate, ways to promote or encourage water district integration could be seriously considered 
as increased scale and sustainability would likely improve access to financing and water service. Based 
on year-end 2011 statistics, there are currently 50 operational water districts operating integrated water 
systems. These 50 utilities service a total of 191 LGUs, or 3.8 LGUs each on average.  Of these, 29 cover 
only 2 or 3 LGUs, another 14 cover 4 or 5. Only seven cover more than five LGUs.

80. Replicating Successful Pro-Poor Solutions. As noted above, the performance of community-
managed systems was constrained by the lack of technical and management capability, but the 2005 
benchmarking study funded by the WSP of the World Bank still found that the rural water and sanitation 
associations (RWSAs), cooperatives, and private operators generally performed better than the LGUs 
(footnote 28). Transferring ownership to the communities in a sustainable manner seems critical so that 
NGOs and interventions will no longer be needed. In the same manner, a number of pro-poor pilot 
projects for low-income or remote communities in the Philippines have been successful. These low-
cost, small-scale yet sustainable solutions appear suitable to many other communities in the country. 
Examples of such solutions include (i) the water connection fee subsidies piloted in Metro Manila;  
(ii) EcoSan or urine-diverting latrines for water-scarce or waterless areas; (iii) hydraulic ram pumps for 
upland and remote communities; and (iv) microfinancing for water connection fees, latrines, and the 
like. Successful initiatives undertaken in other countries are also worth considering, including sanitation 
marketing, pay-for-use toilets, and mobile public toilets. On balance, successful initiatives of these types 
have built on strong local leadership and creative use of private sector financing (e.g., a reputable local 
nonprofit organization with appropriate expertise in targeted water and sanitation transformation) and 
impact capital (debt and/or equity financing that is seeking some type of social, environmental, as well as 
financial return). Strategies for identifying communities suitable for testing the scaling-up and replicating 
of such pilot initiatives through innovative strategic partnerships and alliances, including those with 

55 The 1991 Local Government Code established internal revenue allotment entitlements: provinces (23%), cities (23%), 
municipalities (34%) and barangays (20%). Republic Act No. 9009 of 2001 set a minimum amount of locally generated income 
(e.g., P100 million for the previous 2 consecutive years, based on 2000 constant prices, as certified by the Department of Finance) 
for cityhood. Each LGU’s annual internal revenue allotment allocation is based on population (50%), land area (25%) and equal 
sharing (25%).

56 World Bank. 2009. An Analysis of 35 Water Districts Prospects and Pitfalls in Integrated Water Services in the Philippines. Manila.



24 Philippines: Water Supply and Sanitation Sector Assessment, Strategy, and Road Map

nongovernment organization and other private-sector players, should be explored. Ensuring adequate 
funding is also very important.

81. Flood Management: Master Plan for Metro Manila. Metro Manila sits on a flood plain of 
three rivers: the Marikina, the Napindan, and the Pasig. In August 2012, this flood plain experienced 
severe flooding, as monsoon rains swelled rivers and creeks and overwhelmed drainage canals already 
clogged with rubbish. The result was the worst flood since the catastrophic floods caused by Typhoon 
Ondoy. Ironically, the DPWH had just announced a master plan for effective and comprehensive flood 
management in Metro Manila up to 2035, which was to reduce the vulnerability of Metro Manila and 
outlying provinces to flooding during heavy rain.

82. An updated Metro Manila flood control master plan has long been awaited. In September 2010, a 
synthesis report titled Climate Risks and Adaptation in Asian Coastal Megacities was issued by the World 
Bank, with findings from studies jointly conducted by the World Bank, ADB, and the Japan International 
Cooperation Agency (JICA). The report highlighted the fact that an existing JICA-supported flood-
control master plan from 1990 continued to serve as the basis for flood control infrastructure projects. 
As such, the initiatives focused mainly on mitigating flooding from Laguna de Bay, and channeling flood 
waters from Metro Manila into Manila Bay.

83. The new flood management master plan was approved in July 2012 by NEDA’s Sub-Committee 
on Water Resources. In September 2012, it was approved by the NEDA Board, along with P5 billion in 
funding for Metro Manila and surrounding areas for financing immediate high-impact flood control 
interventions such as continuation of construction and rehabilitation of dikes, strengthening of seawalls, 
dredging of rivers, and construction of river control works. The plan calls for at least P351.72 billion  
($8.4 billion) in infrastructure spending under 11 infrastructure projects, including construction of a 
large dam in Marikina, and improvements to the Pasig and Marikina river embankments. The projects 
are likely to require resettlement of thousands of people, many of whom are illegal settlers living along the 
rivers (Pasig–Marikina, San Juan, Upper Marikina-Wawa, Malabon-Tullahan, Meycauayan, and South 
Parañaque-Las Piñas), in Laguna lakeshore towns, and in the Manggahan Floodway. The plan was funded 
by a $1.5-million technical grant extended by the World Bank-administered Global Facility for Disaster 
Reduction and Recovery Trust Fund.

3. Sanitation 

84. As reported by the JMP in March 2012, the Philippines recorded a 17% improvement in sanitation 
coverage in 2010 compared to 1990 levels. The country seems on track to meet the 85.9% MDG sanitation 
target by 2015.

Philippine Sustainable Sanitation Roadmap and Plan

85 The PSSR serves as a guide for the country in achieving universal sanitation coverage, and will 
be the basis for formulation of sustainable sanitation programs for at least three MTPDPs (2010–2028) 
and corresponding MTPIPs. The PSSR presents the vision, goals, outcomes, outputs, activities, and 
inputs required to make sustainable sanitation a reality in the entire country. It was approved by the Sub-
Committee on Water Resources in February 2010. The DOH prepared its national sustainable sanitation 
plan based on the PSSR (the Philippine Sustainable Sanitation Plan or PSSP), and has agreed to be the 
lead driver in pushing the country’s sanitation agenda in order to achieve the overall vision of a clean and 
healthy Philippines. The DILG has also adjusted its water and sanitation strategy so as to align it with the 
requirements of the PSSP (footnote 15).
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86. According to the PSSP, the sustainable sanitation sector vision is “a clean and healthy Philippines 
through safe, adequate, and sustainable sanitation for all” (footnote 15). It envisions the following:

•	 By 2015, a strong and vibrant sanitation sector will have achieved the MDG target of halving 
the proportion of the population currently without sustainable access to basic sanitation;

•	 By 2016, the following will have been achieved:

 – at least 70% of LGUs will have local sanitation plans and budgets in place under their 
respective Provincial Investment Plan for Health; Autonomous Region in Muslim 
Mindanao; Investment Plan for Health; or City Investment Plan for Health;

 – basic sanitation coverage will have been achieved in 92 priority cities and provinces, 
ensuring that at least 85% of the population has access to sanitary toilets;

 – sewerage and/or septage management will have been achieved in HUCs (NSSMP 
targets); and

 – national agencies such as the DOH, the DILG, the Department of Agrarian Reform, the 
Department of Social Welfare and Development, the National Housing Authority, the 
LWUA, the DENR, the Department of Agriculture, and the Department of Tourism will 
have put into place sanitation policies, plans, and programs consistent with the PSSP.

•	 By 2028, universal access (100% coverage) to safe and adequate sanitary facilities will have 
been provided, behavior change and proper hygiene practices will have become accepted 
norms within families and communities, and mechanisms for sustainable sanitation (i.e., 
link with health, agriculture, and environment) will have been institutionalized. 

87. Achievement of the sanitation sector vision is based on the following strategies: (i) responsive 
sanitation governance and regulatory strengthening, (ii) improved service delivery through 
communication and capacity development, (iii) strengthened strategic alliances among multi-stakeholder 
groups, (iv) financing and adequate infrastructure investment, and (v) emergency sanitation response. 
Each of the five strategies is translated into a cluster of related priority programs planned for the long 
term, within the context of the three MTPDP periods that include 2010–2028.

88. For 2010–2013, 18 priority programs have been identified. These include, formulation of frameworks 
for sanitation at various levels of governance; capacity development of stakeholders, including research 
and development; a national campaign for zero open defecation and a national advocacy program on 
sanitation; and a number of studies that would facilitate and ensure a comprehensive infrastructure and 
investment program relating to sanitation, including sanitation for emergency situations (footnote 15).

National Sewerage and Septage Management Program

89. The NSSMP was prepared by the DPWH with an interagency steering committee and technical 
working group that included the DENR, the DOH, the LWUA, the MWSS, the MWCI, and MWSI. 
NEDA, the DILG, the Department of Budget and Management, and LCP, and with technical assistance 
from the World Bank and ADB, as required by the Clean Water Act 2004. The primary focus of the 
NSSMP is sewerage and septage management infrastructure projects that will help cities manage 
wastewater, and promotion and creation of a supporting environment needed to make these projects 
successful. The goal of the NSSMP is to improve water quality and public health in urban areas of the 
Philippines by 2020. Other objectives are to enhance the ability of local implementers to build and 
operate wastewater treatment systems in urban centers, and to promote behavior change and to create 
the supporting environment needed for systems to be effective and sustainable. The main strategy is to 
facilitate a bottom-up, demand-driven project development process by providing national government 
support in the form of training and financial incentives, including national government cost share for 
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sewerage. The DPWH (in coordination with the DOH) will conduct a high-impact nationwide training 
and promotion campaign.

90. The draft NSSMP was approved by the interagency steering committee in October 2009, and the 
final NSSMP was confirmed by the NEDA Board in May 2012. Recognizing the prevalence of septic 
tanks nationwide and the expense and difficulty of building sewerage infrastructure, the government is 
increasingly focusing on septage treatment as a near-term sanitation solution. The objective of the NSSMP 
is for all LGUs to have septage management programs serving their urban barangays, with capital costs 
that range from P4 million to P71 million per project and per LGU. For sewerage, the NSSMP is targeting 
17 HUCs outside Metro Manila, serving 50% of urban barangays. This is to be done in two phases of 
25% each (interceptor-type systems), with capital cost estimates averaging P820 million per HUC at 
P410 million per project per phase. Estimates of total capital costs are P26.3 billion: (i) P12.3 billion in 
total for all the septage management undertakings, and (ii) P14 billion in total for sewerage systems in 
17 HUCs. The LGUs or local water districts are expected to shoulder the cost of all septage management 
programs, while a 40%:60% cost sharing for the sewerage systems will be implemented (40% from the 
national government, and 60% shared by HUCs and water districts). The 40% national government share 
(estimated to total P5.6 billion, with an annual budget of P656 million–P984 million) will be spread from 
2013 to 2020. This 40% national government share is consistent with solid waste management policy for 
first- and second-class cities.

91. Institutional arrangements under the latest NSSMP are as follows: (i) together with a task force, 
DPWH as lead agency will create an NSSMP office and administer the national government cost share; 
and (ii) the DPWH, the DOH, and the DILG will oversee capacity-building and assistance in developing 
local and regional plans and projects as follows: (a) the DOH will issue guidelines and standards, and 
environmental sanitation clearances; (b) the DENR will enforce the Clean Water Act and wastewater 
standards, and issue permits; and (c) the DILG will oversee water and sanitation governance, and 
performance monitoring. The DPWH will provide the national government share, and will establish a 
national and area-specific water quality and management funds (for project preparation and feasibility 
studies). DOH is expected to fund septage management project preparation, and possibly infrastructure 
costs under its Province-wide Investment Plan for Health. 

B. ADB Sector Support Program and Experience

92. Since 1974, ADB assistance in the sector has totaled $743.47 million. This includes 20 loans totaling 
$731 million, and 25 technical assistance projects with a total value of $12.41 million (Appendix 3). In 
addition, several of ADB’s other urban infrastructure and water development projects have contributed 
significantly to institutional strengthening of participating agencies and institutions, although not all of 
these initiatives have attained the desired outcomes. In its 2008 country assistance program evaluation, 
overall assistance to the water supply, sanitation, and waste management sectors was rated as relevant. 
Metro Manila water projects were judged to be relevant, but less effective, the issues being cited including 
“continued dependence on the Angat Dam as the single water supply source, and inability of the projects 
to reduce levels of non-revenue water.” Overall support to the municipal and rural water subsector was 
rated as effective, but less likely sustainable.57 The key lessons learned from these projects are summarized in  
paras 93–98. 

93. The key lesson learned relating to institutional arrangements was that having multiple executing 
agencies complicates project implementation and monitoring. This was experienced, for example, 
during implementation of the Rural Water Supply and Sanitation Sector Project. The project required 

57 ADB. 2008. Philippines Country Assistance Program Evaluation: Increasing Strategic Focus for Better Results. Manila.
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management skills from participating institutions, as cooperation was needed from a minimum of  
3 government agencies at 3 levels, and communities in 20 provinces.58 Monitoring of project delivery and 
physical works was further constrained by decentralized implementation, a large number of locations, 
and the remoteness of certain subproject areas.  

94. Coordination and information critical to achieving service efficiency. The roles of LWUA and 
water districts as executing and implementing agencies need to be clearly defined in order to avoid 
unnecessary overlaps and project management conflicts. LWUA’s role should focus on coordination 
with national government offices, and the water districts should assume project implementation and 
management functions.59

95. Water district service model is still preferred in urban areas. A review of ADB’s first urban 
generation projects, the Regional Municipal Development Project,60 Subic Bay Area Municipal 
Development Project,61 and Clark Area Municipal Development Project, has led to the conclusion that 
LGU-operated utilities and community-based systems faced challenges in preparing, financing, and 
implementing expansive waterworks systems.62 In contrast, under ADB’s Philippine Small Towns Water 
Supply Sector Project (STWSSP), the water districts’ service coverage expanded during the loan period, 
and improved monitoring and administration by the water districts allowed overall collections from 
water sales to increase, allowing the utilities to improve their debt positions and day-to-day operations.

96. Capacity building critical to long-term success and performance of water utilities. Among the 
principal concerns during implementation of the Municipal Water Supply Project was that LWUA and 
the water districts lacked sufficient capability to supervise contractors.63 On the other hand, the STWSSP 
emphasized the need to extend additional institutional and capacity-building assistance to newly formed 
and smaller water districts to ensure overall viability and operability of investments.64 

97. Lessons learned. The major lesson learned regarding financing concerned uncertain counterpart 
funding. The unavailability of national counterpart funding threatened the implementation schedule of 
the STWSSP. Mitigating measures should have been in place when fund releases were delayed, including 
the possibility of direct sub-sovereign lending. The STWSSP contended that the irregular availability 
of counterpart funding from national agencies was a threat to the implementation schedule. However, 
measures should have been in place to provide options in instances in which fund releases were 
delayed.65 Larger water districts have demonstrated the capacity to implement projects efficiently, using 
a combination of equity and loans. The more serious financing issue on the part of LWUA and water 
districts is how to resolve the dilemma of providing water to low-income, marginal communities as this 
runs contrary to the objectives of financially viable water districts. The experience under the Rural Water 
Supply and Sanitation Sector Project highlighted this difficulty further, as more than half of the registered 
water associations in this project were found to have deficient revenue streams and were not viable.  

98. Lessons learned in infrastructure and service delivery covered the areas of water sources, demand 
forecasts, and viability. The STWSSP stressed the importance of firmer and more decisive assurances 

58 ADB. 2006. Completion Report: Rural Water Supply and Sanitation Sector Project in the Philippines. Manila.
59 ADB. 1999. Completion Report: Metropolitan Cebu Water Supply Project in the Philippines. Manila.
60 ADB. 2006. Completion Report: Regional Municipal Development Project in the Philippines. Manila (Loan 1367-PHI).
61 ADB. 2004. Completion Report: Subic Bay Area Municipal Development Project in the Philippines. Manila (Loan 1599-PHI).
62 ADB. 2006. Completion Report: Clark Area Municipal Development Project in the Philippines. Manila (Loan 1658-PHI).
63 ADB. 2003. Completion Report: Municipal Water Supply Project in the Philippines. Manila.
64 ADB. 2004. Completion Report: Philippine Small Towns Water Supply Sector Project in the Philippines. Manila.
65 The STWSSP also recommended fast-tracking formulation of the project performance monitoring system as a management, 

planning, and advisory tool.
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with respect to exploitation of new water sources (footnote 63). The Municipal Water Supply Project 
emphasized securing an adequate water source as the first step in developing water supply projects, and 
highlighted issues relating to water demand forecasts. The project completion report suggested that these 
should be realistic in order to mitigate excess supply infrastructure and wastage (footnote 64). LWUA has 
attributed many of the nonviability issues faced by water districts to high demand estimates which were 
not met.66 

C. Other Development Partners’ Support

99. External assistance to the sector has been largely dominated by ADB, the World Bank, WHO, and 
a few bilateral agencies. World Bank supports localization of infrastructure projects by directly engaging 
LGUs, community-based organizations, and the business sector in investment financing. In recent 
years, World Bank’s advocacy for private-sector-led provisioning of water and sanitation infrastructure 
has translated into specific loan investments such as the $100-million Manila Water and Wastewater 
Improvement Project, the $125 million Manila Water Supply Financial Strengthening and Service 
Expansion, the $69 million World Bank–Global Environmental Facility Manila Third Sewerage Project, 
and the $30 million LGU Urban Water and Sanitation Project.67 

100. Monitoring levels of service delivery, water quality, and operating efficiency have also been given 
priority by the World Bank through its Water and Sanitation Program. The Benchmarking Study of Small 
Towns Water Utilities, for example, analyzed the performance, efficiencies, and weaknesses of 45 selected 
utilities nationwide. A recent initiative being pursued by the World Bank with the Global Partnership 
on Output-Based Aid is output-based aid (OBA) aimed at improving the delivery of, and access to basic 
services. The initiative is a partnership of donors and international organizations working together to 
support output-based aid approaches.68

101.  Through USAID, the United States extends bilateral assistance through grants and loans, and is 
currently the largest grant donor. For the water supply and sanitation sector, its major involvement is 
establishment of the PWRF, which was recently updated with a study on the rationalization of water 
supply and sanitation investments. This national rationalization program was prepared to advance the 
MDGs, to help achieve the objectives of Executive Order 279, and to support the strategies outlined in the 
sector road maps. By 2012, the PWRF had assisted 22 water districts in executing loan agreements totaling 
P4.3 billion for financing source development, transmission, and distribution network expansion. With 
the advocacy work under the PWRF, some interest has been generated from water districts for septage 
programs; Baliwag and Dumaguete built septage treatment plants, and Metro Cebu, Cabanatuan, San 
Pablo and Zamboanga City are also interested. USAID also has a co-guarantee agreement (re-insurance 
of up to 50%) with the LGU Guarantee Corporation, which effectively expands the corporation’s ability 
to mobilize private capital lending for LGU and water district water supply and sanitation facilities.

102. Another partner instrumental in attaining water supply and sanitation resource development, 
performance management, and improvement is the German Government, through the Water Program 
of the GIZ. The program aims to improve basic conditions for development of the Philippine water 

66 Local Water Utilities Administration. 2009. Excerpt of Interview with Engr. Emmanuel Malicdem, Deputy Administrator for 
Institutional Development Services. Manila.

67 Obtained from the World Bank’s official resource site. http://siteresources.worldbank.org/
68 Output-based aid is the use of explicit, performance-based subsidies to complement or replace user fees. It involves the 

contracting-out of basic service provision (e.g., infrastructure, health, education) to a third party, such as private companies, 
nongovernmental organizations (NGOs), community-based organizations, and possibly even public-service providers, with 
subsidy payments tied to delivery of previously specified outputs (e.g., per network connection, or per kilometer of road 
constructed or maintained).
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and sanitation sector through sustainable water management, customized technological solutions, 
strengthened inter-agency coordination, and decentralized WSS exercises. In 1999, GIZ partnered 
with the DILG to initiate IWRM as a means for linking together water supply and sanitation resources, 
activities and capacities at the local, provincial, and national level.69 Recognizing further the pervasive 
gaps and challenges in the sector, the GIZ Water Program in 2007 and 2010 extended technical assistance 
to the Philippine government, led by the NWRB and the DILG, in preparing and updating the Philippine 
Water Supply Sector Roadmap (PWSSR), respectively. 

103. The Government of Japan’s National Water Resources Board program of work in the country 
for the past 25 years, which has been channeled through the JICA, reflects priority bilateral thrusts 
in sustainable development, poverty reduction, social amelioration, and good governance. It includes 
the improvement of small water districts, and institutionalization of a Five-Year In-Country Training 
Program on Water Supply Management and Technology which strives to retool LWUA management and 
staff on water quality, supply management, and non-revenue water reduction techniques. In addition, 
part of the agency’s existing portfolio is its integral infusion of funds in the PWRF, a cofinanced lending 
program for water supply and sanitation projects chaired by USAID. 

104. The involvement of WHO in the Philippines, through its country or representative office, supports 
state commitments to developing, promoting, and meeting both international standards and national 
targets established for health and human development. Lodged within WHO’s three major program areas 
(combating communicable disease, building healthy communities and populations, and health sector 
development) are various coordination and monitoring activities and technical advisory initiatives that 
drive forward the national government’s ongoing work in achieving the MDGs in the sector, and the 
corollary reduction of waterborne illnesses through improved water quality and use.70 

D. ADB’s Sector Forward Strategy

105. The water and sanitation sector strategy needs to be within the strategic thrust of ADB’s 
urban operations in the Philippines, which is to support sustainable urban economic growth and 
development. The urban operations strategy is consistent with, and supportive of Strategy 2020, ADB’s 
long-term strategic framework.71 Of the five core areas of ADB operations identified in Strategy 2020, 
infrastructure and environment are the two areas directly relevant to addressing the urban challenges 
facing the Philippines. To support sustainable urban economic growth and development, ADB will 
align its future operations with: (i) urban competitiveness, (ii) sustainable communities, and (iii) 
performance-oriented governance.72 This establishes the urban sector, including the water supply and 
sanitation  subsectors, as the strategic focus of ADB’s assistance in the coming years. In past years, 
the urban water supply and sanitation subsector benefitted from donor assistance in developing 
strategies and investment plans, capacity-building, and infrastructure provision. This assistance needs 
to be continued in order to result in sustainable improvement. The rural water supply subsector has 
received some assistance in the past, but this has not resulted in substantial capacity improvement. 
Due to numerous problems encountered in rural water supply and sanitation projects, it appears that  
an urban focus in ADB assistance will be more effective. While not a priority, ADB will continue to 
support ongoing initiatives that support sector reforms that accelerate infrastructure and service delivery 
to rural areas.

69 GTZ–Department of Interior and Local Government.  2008. Water, Sanitation and Solid Waste Management Program in the 
Philippines. http://www.watsansolid.org.ph/gtzphilippines.html

70 WHO. Philippines: Country Cooperation Strategy 2005–2010. 2005. Manila.
71 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020.  Manila.
72 ADB. 2010. Urban Sector Assessment, Strategy, and Road Map for the Republic of the Philippines. Manila.
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106. The ADB Urban Sector Assessment, Strategy, and Road Map further states that to support urban 
competitiveness, ADB will focus on economic infrastructure, and to promote sustainable communities, 
emphasis will be on environmental infrastructure. Performance-oriented governance will be a cross-
cutting theme in all ADB operations in the sector, and will thus be integrated into loan projects, as well 
as being a central element in stand-alone technical assistance initiatives. The core elements of ADB’s 
operational strategy for the urban sector in the Philippines are illustrated in the figure below.

107. In structuring future investment projects in the urban sector, ADB will adopt two principal 
approaches: (i) the subsector approach, and (ii) the single-agency approach. For the subsector approach, 
ADB will support single subsector interventions in multiple cities or LGUs. In other words, projects will 
be designed to support investments and capacity-building involving a single subsector, such as solid waste 
management, in more than one city. This approach seeks to avoid the problems of earlier integrated urban 
development projects involving multiple executing agencies, subsectors, and cities. By concentrating on 
addressing the investment needs and associated policy, institutional, and regulatory reforms in a single 
subsector, cumulative local development impacts can contribute to long-term and sustainable results at 
the national level. For the single-agency approach, ADB will seek partnerships with large cities and will 
develop long-term investment and capacity-building programs in multiple subsectors. This approach 
will be linked to the common strategic objective of supporting sustainable urban economic growth and 
development through the three core themes of urban competitiveness, sustainable communities, and 
performance-oriented governance.

108. The water and sanitation sector will focus on promoting sustainable communities through 
environmental infrastructure, as well as performance-oriented governance, mainly using a single-
agency approach by seeking partnerships with the DPWH, the DILG, LWUA, MWSS, and the DOH, and 
developing long-term investment and institutional strengthening and capacity-building programs in the 
water supply and sanitation subsectors. Whenever possible, water and sanitation programs and projects 
will be developed jointly, although substantial effort will be necessary in promoting sanitation programs, 
particularly during the initial years.

Consistent with Three Strategic 
Recommendations of NUDHF 2009-2016

Urban 
Competitiveness

Sustainable 
Communities

Operational Strategy for the Urban Sector in the Philippines

Strategic Thrust
Support Sustainable Urban Economic Growth 
and Development

Performance-Oriented Governance

NUDFF = National Urban Development and Housing Framework.

Source: Housing and Urban Development Coordinating Council and Philippine Institute for Development Studies, United Nations 
Agency for Human Settlements and United Nations Development Programme (UNDP). 2009. NHUDF 2009–2016. Manila.
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109. The sector strategy generally follows the major principles that underlie the identification and 
prioritization of ADB’s activities in the urban sector as follows (footnote 69):

•	 Ownership and commitment: use of the cost-sharing principle in the provision of grant, 
loan, and equity financing should promote local ownership with commitment demonstrated 
through well-defined strategic development plans with clear investment priorities.

•	 Inter-agency coordination: projects should be managed by a single coordinating agency, 
and be implemented by a minimal number of implementing agencies.

•	 Sustainable development impacts: the single subsector and single-agency approaches, 
in combination with capacity-building support, should be used to promote sustainable 
development impacts.

•	 Demand-driven: investment projects and capacity-building initiatives must be demand-
driven, and represent priorities defined by the LGUs or water districts and their respective 
communities.
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III  Sector Road Map and  
Results Framework

Country Sector Outcome Country Sector Outputs ADB Sector Operations

Outcomes with
ADB Contributions

Indicators with 
Targets and 
Baselines

Outputs with ADB 
Contributions

Indicators with 
Incremental Targets 
(Baselines Zero)

Planned and 
Ongoing ADB 
Interventions

Major Outputs 
Expected from ADB 
Contributions

Reduce water 
supply shortages 
and improve 
sanitation in urban 
areas

a. Increase in 
number of water 
and sanitation 
service providers 
operating efficiently, 
and sustainably 
increased from XX 
to YY by (date)

b. Increase in private 
sector investments 
in WSS services 
from XX to YY by 
(date)

c. Incidence of 
waterborne diseases 
reduced from XX to 
YY by (date)

d. Quality of 
receiving water 
bodies improved 
from XX to YY by 
(date) or through 
treatment of 
ZZ quantity of 
wastewater. 
Improvement in 
regulation and 
monitoring capacity 
of sector institutions 
by (date)

a. Improvement in 
quality and service 
area coverage 
of WSS service 
providers

b. Improvement 
in frequency 
of wastewater 
collection and de-
sludging by service 
providers

a. Increase 
in number of 
customers provided 
with WSS service 
from XX to YY by 
(date)

b1. Increase 
in volume of 
wastewater and 
sludge collected by 
service providers 
from XX to YY by 
(date)

b2. Appropriate 
wastewater 
and sludge 
treatment/disposal 
mechanism 
identified by (date)

c. Capacity of WSS 
in participating 
LGUs increased 
from XX to YY by 
(date)

Ongoing: 
Project feasibility 
studies for the 
Water Districts 
Development Project

Ongoing: 
PPTA-Water District 
Development Sector 
Project ($1.2 million)

Project feasibility 
studies for Cebu 
and Davao Water 
Districts Project

 PPTA–Davao and 
Cebu Water Districts 
($2 million)

Project feasibility 
studies for Angat 
Water Transmission 
Improvement Project

PPTA–Angat Water 
Transmission 
Improvement Project 
($0.8 million)

Planned:
WSS project of 
water entities 
outside Metro 
Manila implemented

WSS projects of 
Cebu and Davao 
Water Districts 
implemented

Partial rehabilitation 
of Angat water 
supply transmission 
system and 
operationalization 
of water safety, 
risk, and asset 
management plan

Improvements in 
service quality and 
coverage of MWCI 
and MWSI

Planned:
Water District 
Development Sector 
Project ($50 million)

Urban Water Supply 
and Sanitation 
Project ($50 million)

Angat Water 
Transmission 
Improvement Project 
($50 million) 

Private Sector 
Office—
Infrastructure 
financing for MWCI 
and MWSI

LGU = local government unit; MWCI = Manila Water Company, Inc.; MWSI = Maynilad Water Services, Inc.; PPTA = project preparatory technical assistance; 
WSS = water supply and sanitation.

Source: Asian Development Bank.
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Appendix 1 
Problem Tree Analysis:  
Water Supply Subsector

Effects

Core Problem

Causes

 
Poor Health Conditions

 
LACK OF WATER SUPPLY FACILITIES

Low levels of public 
and private sector 

investment 
 

 
Difficulties in 

implementing policy 
reforms

Lack of water supply 
and sanitation sector 

information
 

Weak and 
fragmented 

regulatory framework

PSP difficulties  
 

Institutional 
fragmentation

Weak planning and 
monitoring 

Poor performance of 
water utilities

Inadequate support 
to rural water supply

Lack of supply of 
responsive 
financing 

Unclear delineation of 
responsibility

Absence of a 
recognized sector 
leader (national 
department or 

apex body) 

Standard commercial 
reporting systems not 

fully established

Lack of clear and 
rationalized 
framework

Lack of capacity 
and resources

LGUs 
overwhelmed by 
other concerns

water districts 
motivated by 

economic returns

High levels of 
non-revenue water

Limited political will 
for borrowing 

Small-scale Limited grant 
funding

Lack of capacity and 
resources 

Sector agencies doing 
direct planning and 
implementation of 

projects 

 Inadequate Supply 
of Potable Water

LGU = local government unit, PSP = private sector participation.

Source: Asian Development Bank.
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Appendix 2 
Problem Tree Analysis:  
Sanitation Subsector

Effects

Core Problem

Causes

Poor Health Conditions Environmental 
Degradation/Losses in Tourism

LACK OF SANITATION FACILITIES

Lack of policies, 
effective governance, 

and regulation

Lack of effective 
national policies 

particularly regarding 
regulation

Uncertainties about 
willingness-to-pay and 

how to collect fees

Low LGU awareness 
and political will for 
improving sanitation

Inadequate funds for 
financing 

infrastructure

Inadequate service 
delivery

Weak, fragmented 
institutional framework

Low willingness to 
charge, politically 

unpopular

High cost of the 
facilities versus low 
willingness to pay

Low priority 
assigned to 
sanitation

Lack of tested 
management models in 
sustainable sanitation

Sanitation and hygiene 
not a priority in 

disaster preparedness 
and relief response

Poor enforcement of 
policies 

Inadequate 
capacity

LGU = local government unit.
Source: Asian Development Bank.
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continued on next page

Appendix 3 
ADB Assistance to Water Supply and 
Sanitation Sector in the Philippines

Number Title Type
Approval 

Date
Amount  

($ million) EA

A Loans

1 190 Manila Water Supply 28-Aug-74 51.30 MWSS

2 251 Provincial Cities Water Supply 16-Dec-75 16.80 LWUA

3 351 Second Manila Water Supply 7-Sep-78 49.00 MWSS

4 457 Manila Sewerage 24-Jun-80 42.80 MWSS

5 545 Water Supply Sector 25-Nov-81 46.00 LWUA

6 645 Manila Water Supply Rehabilitation 27-Oct-83 39.30 MWSS

7 812 Island Provinces Rural Water Supply Sector 4-Dec-86 24.00 DPWH

8 947 Second Manila Water Supply Rehabilitation 24-Jan-89 26.40 MWSS

9 986 Angat Water Supply Optimization 14-Nov-89 130.00 MWSS

10 1052 Second Island Provinces Rural Water Supply 20-Nov-90 24.00 DPWH

11 1056 Metropolitan Cebu Water Supply 29-Nov-90 16.00 LWUA

12 1057 Metropolitan Cebu Water Supply 29-Nov-90 6.00 LWUA

13 1150 Manila South Water Distribution 19-Dec-91 31.40 MWSS

14 1217 Umiray-Angat Transbasin Technical Assistance 22-Dec-92 2.60 MWSS

15 1269 Municipal Water Supply 25-Nov-93 43.20 LWUA

16 1379 Umiray-Angat Transbasin 21-Sep-95 92.00 MWSS

17 1440 Rural Water Supply and Sanitation Sector 4-Jun-96 18.50 DPWH

18 1441 Rural Water Supply and Sanitation Sector 4-Jun-96 18.50 DPWH

19 1472 Small Towns Water Supply Sector 30-Sep-96 50.00 LWUA

20 2012 MWSS New Water Source Development 14-Oct-03 3.26 MWSS

Subtotal 731.06

Technical Assistance

1 72 Laguna de Bay Water Resources Development Study PP 8-Aug-72 1.28

2 87 Manila Water Supply PP 5-May-73 0.05 MWSS

3 433 Bulacan Bulk Water Supply Scheme PP 25-Nov-81 0.15 LWUA

4 737 Island Provinces Water Supply Sector PP 26-Dec-85 0.08

5 77 Water Supply and Sanitation Sector Profile PP 20-Jun-86 0.05 DPWH

6 1039 Angat Water Supply Optimization PP 21-Sep-88 0.10 MWSS

7 1057 Manila Metropolitan Region Environmental Improvement 
Study

AO 8-Nov-88 0.50

8 1219 Cebu Water Supply Phase II AO 10-Nov-89 0.30 MWSS
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Number Title Type
Approval 

Date
Amount  

($ million) EA

9 1268 Cebu Water Supply Phase II PP 29-Jan-90 0.67 LWUA

10 1270 Umiray-Angat Transbasin Study PP 19-Feb-90 1.27 MWSS

11 1422 Training System for Rural Water Supply Personnel AO 20-Nov-90 0.13 DPWH

12 1423 Second Manila Sewerage PP 23-Nov-90 0.25 MWSS

13 1513 Manila North-East Water Supply PP 7-May-91 1.28 MWSS

14 1268 Cebu Water Supply Phase II (Supplementary) PP 24-Jul-91 0.05 LWUA

15 1845 Second Provincial Towns Water Supply PP 25-Jan-93 0.10 DPWH

16 1513 Manila North-East Water Supply (Supplementary) PP 23-Jul-93 0.05 MWSS

17 1995 Institutional Strengthening of Local Water Utilities 
Administration

AO 25-Nov-93 0.59 LWUA

18 2089 Socioeconomic Survey and Evaluation of the Island 
Provinces Rural Water Supply Sector

AO 12-May-94 0.10

19 2254 MWSS Operational Strengthening Study AO 24-Dec-94 0.60 MWSS

20 2263 MWSS Water Supply Improvement Study PP 27-Dec-94 0.58 MWSS

21 2272 Small Towns Water Supply and Sanitation Sector PP 27-Dec-94 0.10 LWUA

22 2401 MWSS Privatization Support AO 21-Sep-95 0.58 MWSS

23 2417 Water Resources Management (Angat Reservoir) AO 6-Oct-95 0.10 MWSS

24 2803 Pasig River Environmental Management and Rehabilitation PP 29-May-97 0.80 PRRC

25 2916 Water Supply and Sanitation Sector Plan Study AO 24-Nov-97 0.60

3703 Capacity Building for MWSS Regulatory Office AO 8-Aug-01 0.80 MWSS

3848 Metro Manila Solid Waste Management AO 18-Mar-02 1.25

Subtotal 12.41

Total Loans and Technical Assistance 743.47

AO = advisory and operational, DPWH = Department of Public Works and Highways, EA = executing agency, LWUA = Local Water Utilities Administration, MWSS = 
Metropolitan Waterworks and Sewerage System, PP = project preparatory, PRRC = Pasig River Rehabilitation Commission.

Source: Asian Development Bank.

table continued



Philippines: Water Supply and Sanitation Sector Assessment, Strategy, and Road Map

The report presents a current assessment of the Philippines’ water supply and sanitation 
sector, and the strategic investment priorities of the Government of the Philippines and 
Asian Development Bank (ADB) regarding it. In particular, the report highlights the sector’s 
past performance, the current constraints facing its development, and the Government’s 
plans and strategies for future development of the sector. The report also reviews 
ADB’s overall experience with the sector, as well as the support and experience of other 
development partners.

The sector road map presented in the report outlines key ADB initiatives for reducing 
water supply shortages and improving sanitation in urban areas. For 2013, these initiatives 
include preparation of loans for financing (i) the Water District Development Sector Project, 
(ii) the Urban Water and Sanitation Sector Project, (iii) the Angat Water Transmission 
Improvement Project, and (iv) future technical assistance and lending activities to be 
discussed with the Government that may include a sector project for water utilities 
administered by local government units and other agencies.

About the Asian Development Bank

ADB’s vision is an Asia and Pacific region free of poverty. Its mission is to help its developing 
member countries reduce poverty and improve the quality of life of their people. Despite 
the region’s many successes, it remains home to two-thirds of the world’s poor: 1.7 billion 
people who live on less than $2 a day, with 828 million struggling on less than $1.25 a day. 
ADB is committed to reducing poverty through inclusive economic growth, environmentally 
sustainable growth, and regional integration.

Based in Manila, ADB is owned by 67 members, including 48 from the region. Its main 
instruments for helping its developing member countries are policy dialogue, loans, equity 
investments, guarantees, grants, and technical assistance.
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