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SECTOR ASSESSMENT (SUMMARY):  
WATER SUPPLY AND OTHER MUNICIPAL INFRASTRUCTURE AND SERVICES1 

 
A. Sector Performance, Problems, and Opportunities 

1. Core challenges. The urban sector must address the constraints to sustainable 
economic growth of towns and cities, including inadequate (i) infrastructure to attract 
investments; (ii) incentives to promote growth in regional centers; and (iii) policy and capacity for 
strategic and local economic development planning and implementation. Weak policies and a 
regulatory and institutional framework that results in fragmented urban development, plans, 
strategies, and programs have deterred investment. With the country’s population surpassing 95 
million in 2011, the difficulties in addressing this include a number of issues outlined below. A 
problem tree for the sector is provided on page 5. 

 
2. Uncoordinated government response. Urban population growth continues to outpace 
service delivery. Too many agencies with overlapping functions in the urban sector results in no 
overall sector leader, poor enforcement of rules and regulations, and slow responses and 
change. Inadequate vertical and horizontal coordination contributes to fragmented and 
conflicting urban policies. There is also the widespread negative influence of political patronage 
and power. In the water sector, more than 30 agencies have some roles in management of 
water resources and in water supply and sanitation, but there is currently no single department 
or body with overall responsibility for sector policy and coordination.  
 
3. Weak capacity for local economic development planning and implementation. 
Poor urban planning, which often sees plans as the end game, is common. There are 
insufficient knowledge and tools at both the local and national levels to formulate and implement 
strategic and local economic development plans ─ a process by which the public, business, and 
nongovernmental sectors work collectively to improve competitiveness. The database regarding 
the water supply and sanitation sector is sparse and conflicting. Proper systems necessary to 
gather reliable and complete data are not in place.   
 
4. Lack of incentives to promote growth in regional centers. Government policies and 
programs have generally failed to encourage higher growth outside the Metro Manila extended 
urban region. Public investments have been insufficient to stimulate a significant increase or 
expansion in the economic activities outside this region. There is a pressing need to address the 
urban imbalance and migration, given the limited absorptive capacity of major urban areas. This 
could involve the development of alternative but supporting growth centers and focusing on 
smaller but rapidly growing towns and cities to tackle problems before they become major 
deterrents to further economic growth. 
 
5. Inadequate environmental infrastructure to attract investments. Water supply, 
sanitation, flood control and solid waste management (SWM) systems still fall short of demand, 
and are relatively inefficient. The ongoing rapid urbanization compounds the supply difficulties 
already confronting local governments, as the increasing population creates additional demand 
for environmental infrastructure and for skills.2 This increases the transaction costs of doing 

                                                
1
  A detailed water supply and sanitation sector assessment, strategy, and roadmap, including comprehensive review 

of sector issues (e.g., water tariff; cost recovery), is available. Equally, there is a detailed assessment, strategy, 
and roadmap for the urban sector.  

2
  Para 4 of Environment Assessment Summary (accessible from the list of linked documents in Appendix 2 of 

Country Partnership Strategy, 2011–2016).  



 2 

business, hinders the private sector’s ability to operate competitively, and undermines salaries 
and wages. 
 
6. Rising risks from natural disasters and climate change, and inadequate central 
and local disaster risk management. More severe weather extremities are certain as climate 
change intensifies. Drier summers mean water and energy shortages, wetter rainy seasons, 
more severe flooding, having most severe impacts on informal settlements. The disruption and 
chaos resulting from the 2009 typhoons highlighted poor cross-boundary coordination and 
investment in structural and nonstructural flood management and the critical need for sanitation 
and hygiene promotion during the relief and rehabilitation phases due to numerous cases of 
waterborne diseases in the temporary evacuation centers and resettlement areas.3 Such 
disasters also drew attention to the problems of open defecation and groundwater 
contamination in the urban poor communities in Metro Manila and outlying peri-urban areas. 
 
7. Priority assistance. As a result, the urban sector in the Philippines requires continued 
assistance for environmentally relevant infrastructure, such as in water and sanitation, flood 
management, and solid waste management.  
  
B. Government's Sector Strategy 

8. Urban development. The National Urban Development and Housing Framework, 2010–
2016 and the Philippines Development Plan (PDP), 2011–2016 describe the vision for urban 
development as an urban system that facilitates economic growth, develops and strengthens 
local competitive advantage, and significantly improves the quality of life of its residents. The 
approach recognizes urban competition and the need to build on strengths, identify strategic 
priorities, and emphasize short-term actions within the context of strategic objectives. It 
recognizes the need to work with a decentralized bureaucracy and local autonomy to enhance 
coordination and encourage participatory governance. It sees the need to reorient political 
leaders. The elements of the framework center on (i) urban competitiveness; (ii) poverty 
alleviation; (iii) housing affordability and delivery; (iv) sustainable communities; and (v) 
performance-oriented governance. 
 
9. Water supply. The Philippine Water Supply Sector Roadmap, prepared in 2008, 
focuses development interventions on the following major sector outcomes: (i) institutional 
strengthening; (ii) capacity development; (iii) strategic alliance building; and (iv) adequate 
infrastructure provision, which will lead to improved water supply infrastructure and service 
provision. Opportunities in the water supply sector will also be facilitated by Local Water Utilities 
Administration institutional and financing reforms, and private sector participation. 
 
10. Sanitation. In 2009, the Philippine Sustainable Sanitation Roadmap was prepared, 
which will be the basis for the formulation of sustainable sanitation programs for at least three 
PDPs (2011–2028). The roadmap envisions that by 2028, universal access (100%) to safe and 
adequate sanitary facilities has been provided, that behavior change and proper hygiene 
practices are accepted norms within families and communities, and that mechanisms for 
sustainable sanitation (i.e., linkages with health, agriculture, and environment) are 
institutionalized. The achievement of the sanitation sector vision is linked, similar to water 
supply, to the following strategies: (i) responsive sanitation governance and regulatory 
strengthening; (ii) improved service delivery through communications and capacity 

                                                
3
  Climate Change and Disaster Risk Reduction Assessment Summary (accessible from the list of linked documents 

in Appendix 2 of country operations business plan,,2013–2015). 
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development; (iii) strengthened strategic alliances among multi-stakeholder groups, (iv) 
financing infrastructure investments; and (v) emergency sanitation response. 
 
11. Solid waste management. To improve its SWM, the Philippines enacted the Philippine 
Ecological SWM Act of 2000. The National SWM Framework provides for the reduction, reuse, 
and recycling of municipal solid wastes and residual waste management through sanitary 
landfills or the use of alternative technologies to process and or treat the waste. Compliance 
with the SWM Act has been weak. Only 338 local government units (LGUs) have completed 
their SWM plans (21% of the cities and municipalities in the country). Up-front capital costs of 
SWM facilities are high, and willingness of LGU constituents to pay for SWM services is low, 
thus limiting the financial capacity of LGUs to invest in such projects.4 The PDP, 2011–2016 
recognizes the need to address waste problems holistically and aims at full implementation of 
the SWM Act. This includes assistance to LGUs in formulating their SWM plans, establishment 
of a startup fund to accelerate the implementation of the SWM Act, and establishment of 
baseline data and indicators on SWM at the LGU level.    
 
12. Flood control. The cumulative impact of floods on the loss of lives, and damage to 
properties and livelihood, results in a deceleration of social progress and economic activity in 
affected areas. Existing flood control structures in identified high-risk areas have proved 
inadequate in handling the unexpected increase in storm water discharge in highly urbanized 
areas. In the PDP, the construction of flood management structures in highly vulnerable areas is 
prioritized. This includes (i) the development of hazard maps; (ii) the application of climate 
change adaptation and disaster risk management strategies in the planning and design of 
structures; (iii) the development of mechanisms to expedite financing; and (iv) increased LGU 
and community participation. Reducing water pollution to improve water quality in priority rivers 
and other economically and ecologically important water bodies is one of the objectives 
identified in the PDP. Priority areas for clean-up have been identified, including Laguna de Bay 
and the Pasig river, with funds collected from identified polluters.  

 
C. ADB Sector Experience and Assistance Program 
 
13. The Asian Development Bank (ADB)'s urban lending program, including water supply 
and sanitation, has shown that LGU-managed projects are resource intensive to implement and 
often marred by sub-loan cancellations.5  Sector loans performed better than project loans, 
since they allowed more flexibility. ADB's search for viable tools to assist the urban poor has 
remained inconclusive. There is no financial intermediary ready for lending to the urban poor to 
finance infrastructure and home improvements of those who rely for their work and housing on 
the informal sector.   
 
14. The way forward involves setting out principles for ADB's urban sector work: 
 

(i) Selectivity and focus—limiting interventions to one subsector or a limited 
number of LGUs, an urban region, or a cluster of LGUs. This could be a project 
in a single subsector with a number of participating LGUs, or a single LGU or a 

                                                
4
  To augment the financial capability of LGUs, the revised national government–LGU cost sharing framework for 

SWM as approved in 2009 allows the national government to provide grants to LGUs of up to 40% of the total cost 
of an SWM project.  

5
  ADB- financed urban interventions have been in the Clark and Subic special zones, Philippines Regional Municipal 

Development, Metro Manila Clean Air, Pasig River Rehabilitation, Mindanao Basic Urban Services, and 
Development of Poor Urban Communities projects. The performance of many of these projects has been partly 
successful.    
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cluster of LGUs covering projects in multiple subsectors; but preferably not a 
combination of the two. 

(ii) Ownership commitment—direct funding, and adopting national government-
local government cost-sharing principles—proportions of grants, loans, and 
equity, and an approved strategic development plan with investment priorities 
clearly identified by the potential participating LGU. 

(iii) Interagency coordination—projects managed by a single agency are preferred. 
(iv) Sustainable development impact—focus on major growth areas or regions 

where projects are interrelated to promote synergies. 
(v) Demand driven—those that support the attainment of a city vision and represent 

the priority investments of the LGU and its community. 
 
15. ADB's operational strategy for the urban sector in the Philippines will adopt the strategic 
thrust to support sustainable urban economic growth and development through (i) support to 
urban competitiveness; and (ii) to sustainable communities, both of which will be enhanced 
through (iii) assistance to performance-oriented governance. As such, ADB's urban operational 
strategy will be consistent with three of the strategic recommendations of the National Urban 
Development and Housing Framework, 2009–2016.  
 
16. The strategy focuses on two core areas—(i) water and sanitation; and (ii) SWM. Support 
will be given to solving the causes of deficiencies in the sector—the poor urban environment. 
ADB's interventions will support a sustained economy, enhanced equity, and an improved 
environment—the three "E's." ADB intends to prioritize support to institutional reforms of urban 
sector entities to facilitate more systematic national and local government strategic attention to 
sustainable communities and sustainable financing of urban infrastructure. 
 
17. ADB private sector operations will continue to be responsive to the needs of the private 
sector and the priorities of the government in the water and sanitation and SWM sectors. These 
operations will be specifically directed towards supporting private sector projects that (i) expand 
or rehabilitate water supply distribution networks; (ii) construct and operate bulk water supply 
projects; (iii) implement wastewater management systems; and (iv) provide SWM. A sector 
results framework is provided on page 6. 
 
18. ADB will adopt two principal approaches: 
 

(i) Single subsector approach. Support single subsector interventions in multiple 
cities/LGUs, financed through government finance institutions, the Municipal 
Development Fund Office, or line departments. 

(ii) Single agency approach. Support multiple subsector interventions in a single 
city/LGU through lending to line departments, development authorities, or first tier 
LGUs (subsovereign loans).  

 
19. Gender. Projects will support the involvement of women as key stakeholders in 
planning, capacity development, and implementation activities related to community-based 
water and sanitation infrastructure development as well as in operation and maintenance of 
such systems. In addition, where relevant, gender-sensitive public promotion campaigns will be 
developed to enhance women's knowledge and skills related to household sanitation, health, 
and waste disposal. 
 
 



5 

Problem Tree for Water Supply and Other Municipal Infrastructure and Services  
 
 

CORE 
PROBLEM 

 
CONSTRAINED ECONOMIC GROWTH IN THE URBAN SECTOR 

Lack of 
resources to 

fund 
infrastructure 

projects 

Lack of 
investments 
in identified 

regional 
growth poles 

Lack of 
knowledge and 

tools for 
effective 

economic 
development 

planning 

Overlapping 
functions of 
concerned 
agencies 

Limited 
knowledge on 

disaster 
preparedness 
and climate 

change 
adaptation 

Inadequate and 
inefficient water 

supply and 
sanitation 
facilities 

Weak 
capacity to 
plan and 

implement 
infrastructure 

projects 

Ineffective 
economic 

development 
planning 

Inadequate data 
and resources to 
properly assess 

competitive 
advantage 

Absence of a 
clear urban 

sector leader 

Unclear 
government 

champion and 
policies on 
strategic 
disaster 

preparedness 

Financing not 
rationalized 

 
EFFECTS 

Inadequate employment 
opportunities for urban 

residents 

Limited competitiveness of urban areas 
because of under investments in  
urban infrastructure and services 

Limited private sector 
investments 

 
CAUSES 

Inadequate 
infrastructure 

to attract 
investments 

Lack of 
incentives to 

promote growth 
in regional 

centers 

Weak capacity 
for economic 
development 
planning and 

implementation 

Uncoordinated 
government 

response 

Unpreparedness 
for natural 

disasters and 
climate change 

Deteriorating 
health and 

sanitary 
conditions 
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Sector Results Framework (Water Supply and Other Municipal Infrastructure and Services Sector, 2011–2016) 
Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with ADB 
Contributions 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

 

Planned and 
Ongoing ADB 
Interventions 

Main Outputs 
Expected from ADB 

Interventions 

1. Water and Sanitation      

Enhanced access to safe water 
and sanitation infrastructure 
facilities and services 

Increase in percentage of 
population provided with 
access to improved water 
from 82.9% in 2007 to 
86.6% by 2016.  
 
Increase in percentage of 
population with access to 
basic sanitation from 
76% in 2008 to 83.3% of 
households by 2016. 
 

Improvement in 
quality and service 
area of water supply 
and sanitation service 
providers. 
 
Improvement in the 
frequency and 
coverage of waste 
water collection and 
desludging by service 
providers.  
 
 

Increase in number of 
water and sanitation 
service providers 
operating efficiently.  
 
Increase in private 
sector investments in 
water supply and 
sanitation services.  
 
Appropriate waste 
water and sludge 
treatment/disposal 
mechanism identified 
by 2016. 
 
 

Pipeline projects  
 

Urban water supply 
and sanitation 
project (2013 
standby: $70 million)  
 

Water District 
Development Sector 
Project (2013 
standby: $50 million) 
 
Alternative Water 
Source for Metro 
Manila (2014 
standby: $50 million) 
 
Angat Water 
Transmission 
Investment Program  
(2015 standby; $50 
million) and related 
PPTA (2012: $0.8 
million) 
 
CDTA Water Sector 
Governance 
Strengthening in 
(2013: $0.5 million) 
 
 

Pipeline projects 
 

Urban water supply 
and sanitation 
project 
 

Project feasibility 

studies for Cebu and 

Davao Water 

Districts 

 

Raw water supply 

expanded from 

390,000 m
3
/day to 

600,000 m
3
/day in 

Metro Cebu and 

Davao City.  

 

Number of house 

connections 

increased from 

300,000 to 400,000 

in Metro Cebu and 

Davao City 

 

Length of pipes 
installed 
/rehabilitated 
increased from 2,175 
km to 3,000 km in 
Metro Cebu and 
Davao City 
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Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with ADB 
Contributions 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

 

Planned and 
Ongoing ADB 
Interventions 

Main Outputs 
Expected from ADB 

Interventions 

    Ongoing projects  
 

PPTA Water District 
Development (2008: 
$1.2 million) 
 
PPTA Urban Water 
Supply and 
Sanitation Project 
(2010:  $2.0 million)  
 
Grant Promoting 
Partnerships and 
Innovation in Poor 
and Underserved 
Communities (2012: 
$1.5 million) 
 
 

The percentage of 
people that practice 
proper personal 
hygiene is increased 
from 10% to 30% 
 
70% of beneficiaries 
of the pilot sanitation 
and hygiene projects 
are women. 
 
Total leakage 
percentage from 
aqueducts 1 to 5 
reduced from 20% to 
less than 2%. 
 
Structural strength of 
transmission system 
sufficient to support 
external forces, 
including 
earthquake, typhoon 
and floods. 
 
System redundancy 
increased from 0% 
to at least 30% of 
maximum potential 
transmission 
capacity.  
 
Agency organization 
adjusted in line with 
water safety and risk 
management plans. 
 
Plans incorporated in 
MWSS business 
planning 
 
PPP framework to 



 8 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 

Outcomes with ADB 
Contributions 

Indicators with Targets 
and Baselines 

Outputs with ADB 
Contribution 

Indicators with 
Incremental Targets 

 

Planned and 
Ongoing ADB 
Interventions 

Main Outputs 
Expected from ADB 

Interventions 

improve the delivery 
of water services 
developed and pilot-
tested in Calauan, 
Laguna 

2. Solid Waste Management     

Improved access of urban 
population to improved solid waste 
disposal 

Total number of LGUs 
served by sanitary landfill 
increased from 2.7% in 
2010 to 7.76% by 2016 
 

 Solid waste 
management facilities 
compliant with 
RA9003 operated in 
LGUs outside Metro 
Manila. 
 

 Increase in number of 
LGUs outside Metro 
Manila with solid waste 
management facilities 

Pipeline projects  
 

Solid Waste 
Management Sector 
Project (2015 
standby: $70 million) 
 
Ongoing projects 
 

PPTA on Solid 
Waste Management 
Sector Project (2012: 
$1.0 million) 

Pipeline projects 

 
Disposal of solid 
waste in line with 
government 
requirements in 
participating LGUs. 

ADB = Asian Development Bank, CDTA = capacity development technical assistance, JICA = Japan International Cooperation Agency, LGU = local government 
unit, MFF = multitranche financing facility, MMDA = Metro Manila Development Authority, MWCI = Manila Water Company Inc., PFR = periodic financing request, 
PPTA = project preparatory technical assistance, TA = technical assistance, UFPF = Urban Financing Partnership Facility. 
a
  Waste diversion refers to activities which reduce or eliminate the amount of potentially recyclable material or solid wastes diverted out from the waste disposal 

stream and therefore not put into landfills.  
 




