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SECTOR ASSESSMENT: WATER SUPPLY AND OTHER MUNICIPAL INFRASTRUCTURE 
AND SERVICES  

1. Sector Situation and Key Issues  

1. In 2010, the urban population was estimated to be about 7.3 million, about 35% of the total 
population. On average, the urban population is growing almost three times as fast as the rural 
population. The urban population is projected to reach 45% of the total population by 2015 and 
60% of the total population by 2020. Regional disparities in the quality of life and level of public 
infrastructure and services are wide, especially urban transport, urban water supply and 
sanitation as well as urban wastewater and drainage systems. The country’s urban areas exhibit 
problems associated with slums and squatter settlements, degraded environment, low standards 
of infrastructure and services, and overloaded physical infrastructure.1  
 
2. In Sri Lanka, 0.85 million of people do not have access to adequate water supply and 
sanitation, especially in the lagging regions, including the former conflict areas. In 2010, the 
country achieved 87% coverage of improved water supply.2 Some 99% of the population in urban 
areas is served by improved water resources, but only 72% in rural areas. Although 35% of the 
urban population has access to piped water supply, the overall coverage of piped water is only 
29%. Even in the capital region, only about 60% of the population is connected to piped water and 
only 50% has a continuous supply of piped water (24 hours). Considerable improvements have 
been achieved during past 10-15 years with respect to sanitation; the urban population with 
access to improved sanitation increased to 92% by 2009, but only 2.5% of the total population is 
connected to the public sewerage system. The vast majority of urban residents still relies on 
septic tanks or has no private sanitation facilities. The existing infrastructure is grossly inadequate 
and malfunctioning.  

 
3. Fast urbanization and higher incomes have led to a sharp increase in the demand for 
better transportation facilities in all major urban areas, notably in Colombo. Traffic congestion is 
now becoming severe, exacerbated by poor driver discipline, limited enforcement of traffic laws, 
lack of traffic management systems, absence of transport demand management policies, 
encroachment of the road carriageway by parked vehicles and commercial activities, and an 
eclectic vehicle mix. Most of these factors have a disproportionately greater impact on the urban 
poor because of their limited access to affordable transport services and ill health from pollution 
as well as road safety concerns. Urban transport planning and management is also poor, with 
responsibilities falling under many agencies with poor coordination.  

2. Government’s Sector Policy and Planning Framework 

4. The government’s long-term urban development policy framework focuses on achieving a 
systematic urbanization process, which will ensure creating a high-quality living environment for 
people by (i) introducing the concept of city and town development as an engine to regional 
development, (ii) arresting haphazard and ribbon-type urban expansions through land-use 
planning, (iii) having relevant agencies and local authorities exercise regulation and guidance, 
(iv) arresting migration to urban areas through city and town development programs, 
(v) improving local townships with modern amenities that make them more attractive, and 
(vi) introducing new laws and means for enforcing existing ones to protect the environment. The 
proposed strategies include (i) establishing national  

1 Deficiencies include deteriorated roads, inadequate potable water supplies, poor drainage and domestic sanitation, 
and lack of solid waste management facilities.  
2 Improved water supply means piped water supply, borehole, protected dug well, protected spring water, rainwater 
collection, and other technological means for improving water supply to consumers. 
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growth centers to ensure geographically balanced and environment-friendly development in the 
country, (ii) developing small and medium-sized townships throughout the country as second- 
and third-level cities, and (iii) developing the capacity of urban local authorities to ensure good 
governance and reduce regional disparities. 
 
5. The government’s water sector strategy and associated investment program focus on 
(i) providing support to lagging regions; (ii) investing through all three tiers of government 
mandated to provide water and sanitation (central government, provincial councils, and local 
authorities); (iii) establishing adequate regulatory and institutional frameworks; (iv) improving 
performance and reducing nonrevenue water; (v) pursuing community-driven schemes in rural 
areas, paying special attention to women’s participation; (vi) applying integrated urban water 
supply and management principles; and (vii) ensuring environmental integrity. In addition, the 
government’s strategy lays out (i) the importance of improving the management and sustainability 
of investments and the need to secure adequate (yet socially acceptable) tariffs for water supply 
and sewerage schemes; and (ii) the importance of diversifying patterns of finance. Private 
investors have already demonstrated their willingness to invest in water supply and sanitation.  
 
6. The urban transport sector has no dedicated policy. Institutional arrangements and the 
development of plans are on an ad hoc basis under line agencies, providing limited integration 
into a comprehensive policy. Policies for urban transport tend to be based on individual projects, 
primarily focused on roads. Traffic management and enforcement requires urgent attention to 
address the deterioration of urban transport systems. At the national level, the government’s 
development policy framework (DPF), 1presents a 10-year planning framework for the country 
and includes a number of components related to urban development and sustainable urban 
transport. 

3. Government’s Institutional Arrangements and Capacity in the Sector 

7. The central government, through the Ministry of Urban Development and Sacred Areas 
(MUDSA), has the responsibility for policy making, regulation, and development of the urban 
sector. The Urban Development Authority attached to MUDSA, coordinates urban planning and 
sustainable urban development and is responsible for designating urban areas, planning, and 
development. Both agencies have extensive experience in their areas of responsibility. Through 
the 13th amendment to the Constitution, institutions of local self-government that had operated 
under a centralized system became a devolved subject of the provincial council, and operational 
aspects were assigned to the provinces. Local authorities should be fully responsible and 
accountable for providing local urban services.  
 

8. The central government, through the Ministry of Water Supply and Drainage (MWSD), has 
responsibility for policy making, regulation, and development of the water sector; provincial 
councils and local authorities are responsible for ensuring equitable resource allocation, quality, 
and standards of service under the National Policy on Rural Water Supply and Sanitation Sector. 
The National Water Supply and Drainage Board (NWSDB) is the primary implementing agency 
for publicly-financed development projects in the sector. However, the government’s 
decentralization policy, supported by the 13th amendment to the Constitution in 1987, drove the 
NWSDB to return municipal services to local authorities and devolve its role in investment and 
operation of water supply and sanitation services to local authorities. Generally, the NWSDB is 
responsible for planning, designing, constructing, and managing larger urban schemes, as well as 
for developing rural schemes in areas declared under the NWSDB Act. All other rural areas are 
                                                 
1 Department of National Planning, Ministry of Finance and Planning. 2010. Sri Lanka, The Emerging Wonder of Asia: 
Mahinda Chintana—Vision for the Future. Colombo. 
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within the purview of local government. The capacity of institutions varies within the sector. While 
the NWSDB’s capacity is generally adequate, support remains necessary to implement its vision 
for gradual devolution of operational, capital planning, commercial, and financial functions to the 
provincial centers. Local authorities’ human resource capabilities need to be improved, 
particularly in financial management and technical skills, to manage infrastructure under their 
control. Progress in policy reforms has been affected by change of governments having different 
approaches to sector policies.  
 
9. For sustainable urban transport, the capacity to look at wider implications, both in terms of 
interaction of plans between agencies and linkages of programs and operations, is limited. The 
excess number of agencies and often overlapping roles restrict development. Capacity 
development for a more inclusive approach to traffic planning, programming, implementation, and 
operation is required.  

4. ADB’s Sector Experience 

10. ADB’s approach to assisting urban development has been balanced, integrating urban 
infrastructure, community development, and institutional development. While investment initially 
concentrated on the provision of economic and commercial infrastructure, it later recognized the 
importance of basic urban service delivery. The main lessons in the urban sector, which have 
been incorporated in the design of recent projects to redress the issues, include the following: 
(i) government ownership is important—the local government must be involved in preparing and 
implementing the project; (ii) investment priorities should be discussed extensively at the council 
level to prevent major revisions when the local government changes; (iii) continued political 
commitment is necessary for successful policy implementation—a systematic approach in 
institutional strengthening should be adopted; and (iv) dialogue should be facilitated and relevant 
knowledge disseminated in a timely manner to a broad audience. 
 
11. Since 1998, ADB’s water and sanitation sector strategy has aimed to improve service 
coverage, enhance cost recovery, and promote the self-financing capacity of sector agencies. 
However, ADB has maintained its focus on secondary urban centers and the concomitant 
strengthening needed at the local level. Lessons drawn from ADB’s and other development 
partners’ operations in Sri Lanka in the water and sanitation sector are as follows: (i) outcomes of 
physical investments can only be sustained if they are accompanied by well-programmed 
capacity building and institutional strengthening; (ii) handover of management of water schemes 
to local authorities and community-based organizations requires continued support during the 
transition and follow-up period to ensure the sustainability of the schemes; (iii) while tariff 
adjustments have been effective in recovering a large portion of operation and maintenance  
costs, they are generally insufficient for reinvesting and replacing assets—continued efforts are 
needed to improve self-financing performance through implementation of sector reforms, 
covering cost recovery and commercial discipline of service agencies; (iv) capacity development 
efforts need to include not only technical aspects of operation and maintenance but also planning 
and financial management; and (v) institutional arrangements should lead to broader participation, 
such as through public awareness programs and capacity building activities for end-users.  
 
12. Sustainable urban transport is a new subsector for Sri Lanka and for ADB, but it is at the 
heart of the recently approved ADB Sustainable Transport Initiative, which recognizes the need to 
align its transport operations with Strategy 20202 and with the emerging needs of developing 

                                                 
2 ADB. 2008. Strategy 2020: The Long-Term Strategic Framework of the Asian Development Bank, 2008–2020. 
Manila. 
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member countries. Development of urban transport systems that are accessible, safe, 
environment-friendly, and affordable will be promoted.  

5. Role of Other Development Partners in the Sector 

13. Since 2005, ADB has been the major development partner in urban development and 
water supply and sanitation. Several externally funded projects in urban infrastructure have been 
implemented since 2000. About eight countries and development agencies have supported water 
and sanitation. In rural areas, the MUDSA and the MWSD, with support from the World Bank and 
ADB (and to a lesser extent Japan International Cooperation Agency [JICA]), have extensively 
promoted community participation in water and sanitation since 2000. Since 2000, ADB, the 
Government of Australia, and the Government of Japan have been the major development 
partners in water supply and sanitation in urban areas. Other development partners working in 
this sector include the Governments of Austria, Denmark, Germany, Netherlands, Republic of 
Korea, and Spain.  
 
14. For urban transport, the World Bank’s 1990 Colombo Urban Transport Study, Stages 1 
and 2, JICA’s 2006 Study on the Urban Transport Development of the Colombo Metropolitan 
Region, and ADB’s 2007 Colombo study case on Sustainable Urban Transport were not followed 
by tangible improvements and projects. Most of the recommendations included in those studies 
are still relevant.  

6. Intended Sector Outcomes and Key Outputs Supported by ADB 

15. ADB’s strategy in the urban sector will focus on (i) strengthening local governance by 
broadening the scope of local government and building its capacity; (ii) exploring investment 
opportunities to assist sustainable development of small and medium-sized cities/towns, which 
should help arrest the urban migration pressure and haphazard urban sprawl; and (iii) improving 
urban facilities to promote tourism development. The strategy will seek to strengthen the capacity 
of local urban authorities to ensure adequate implementation and management, and local 
enforcement capacity. ADB’s strategy for urban transport sector will focus on assisting the 
government to build urban infrastructure and consider embarking on an urban renewal initiative 
through integrated development of urban transport and housing, facilitate development of 
streamlined procedures for private sector participation, and partner with the private sector in 
provision of urban services. ADB will improve the sustainability of the urban transport systems. 
ADB’s strategy in the water sector will focus on (i) bridging the lagging region and rural–urban gap 
with regard to access to water supply and sanitation; (ii) providing large-scale water supply and 
sewerage schemes to serve the needs of large cities and industrialized areas; and (iii) providing 
basic water supply and sanitation infrastructure and services in small and medium-sized 
cities/towns as a means to promote economic development and growth in small centers across 
the country. ADB will focus to expand the sewerage coverage and solid waste management to 
reduce environmental pollution. The strategy will align itself with essential governance principles, 
including increased accountability, participation, and transparency. ADB, along with other 
development partners, will continue to work with the government on sector reforms, especially to 
create an enabling environment through improving the cost recovery, regulatory mechanism, and 
investment climate; and to assist project execution by the private sector through direct financing 
from ADB’s private sector window as well as through the introduction of innovative financing 
mechanisms for private sector interventions.  

7. Links to Country Partnership Strategy Outcomes and Other Sectors and 
Themes 

16. The proposed urban sector outcomes will directly support country partnership strategy 



5 
 

 

(CPS) outcomes under CPS Pillar I that aim to achieve inclusive and environmentally sustainable 
economic growth. The proposed sustainable urban transport, and water and sanitation sector 
interventions will directly link to CPS Pillar I, as urban areas are the most important place for 
economic growth, mobility is crucial to sustain this growth, and water is a vital resource, 
indispensable to life and essential for the economic and social development of a country. The 
productivity and health of the urban poor will benefit from environmental infrastructure 
investments, as they suffer disproportionately from the ill effects of adverse environment. Sector 
outcomes will further support CPS Pillar II, catalyzing private investment in all urban and water 
projects by providing direct financing; exploring cofinancing opportunities with commercial banks, 
and multilateral and bilateral funding sources; extending ADB’s credit enhancement products like 
guarantees for commercial and political risks; syndicating with other commercial lenders or 
insurers, with ADB taking on the role of lender on record or guarantor on record; and providing 
loans in local currency, where appropriate, to eliminate the exchange risk and deepen the 
domestic capital markets through local currency bond issues. Sector outcomes will also support 
the CPS Pillar III on knowledge development by assisting in building institutional capacity for 
undertaking policy-oriented analytical work, and governance in the form of greater accountability 
and participation. 

8. Indicative Areas for Interventions 

17. ADB will continue to provide assistance to develop urban infrastructure in lagging regions, 
and small and medium-sized cities/towns and rural areas suffering from greater shortages in 
water and sanitation. The situation is worse in sanitation and sewerage. It is proposed that during 
2012–2016, ADB provide financial assistance to the government through (i) the ongoing Local 
Government Enhancement Project with countrywide coverage; (ii) the Water Supply and 
Sanitation Project in rural and small towns; (iii) the preparation of a follow-up wastewater and 
sewerage project in greater Colombo (phase II); and (iv) new direct investment in the form of a 
new urban environmental sustainable development project in the secondary cities/towns. ADB 
will also help local government authorities to provide basic urban facilities in a more consultative 
and gender-responsive manner. Technical assistance is proposed to help achieve the 
government’s vision to decentralize basic urban service delivery. 
 

18. ADB will focus its future interventions in the urban transport sector on people’s mobility 
needs and accessibility. Solutions that induce a modal shift from private vehicles to public 
transport, promote walkability and nonmotorized transport, are responsive to gender issues in 
transport, and integrate environmental and land use control into the transport system will be given 
priority over infrastructure and road projects. ADB will help to develop an urban transport system 
for Colombo.  

9. Monitoring Mechanism 

19. Monitoring mechanisms in this sector will include (i) joint semiannual reviews of ongoing 
projects, (ii) sector performance reviews, and (iii) aid coordination meetings led by the 
government. Programs to ensure the projects do not prevent the poorest from benefiting have 
been introduced in the latest project and are regularly monitored. More private sector 
participation will be encouraged to reduce the risks of political interference; lack of staff at the 
Local Loan and Development Fund will be countered by implementing assurances of sufficient 
counterpart staff. The decentralization drive will be pushed at project level to pass down the 
responsibility for implementation to the regions. Intense policy dialogue, supported by the 
Sri Lanka Resident Mission’s governance experts and economists, will be aimed at 
strengthening the local authorities’ ability to increase their revenue base. Intense training of key 
government officials, including study tours to successful schemes in other countries, will increase 
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the understanding of proposed reforms. 
 

PROBLEM TREE  
(WATER SUPPLY AND OTHER MUNICIPAL INFRASTRUCTURE AND SERVICES) 

 
 

 
O&M = operations and maintenance. 
Source: ADB Staff.
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Sector Results Framework (Water Supply and Other Municipal Infrastructure and Services, 2012–2016) 
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 
Sector Outcomes with 

ADB Contribution 
Indicators with 

Targets and Baselines 
Sector Outputs with 
ADB Contribution 

Indicators with 
Incremental Targets 

Planned and Ongoing ADB 
Interventions 

Main Outputs Expected from ADB 
Interventions 

Total population has 
improved access to 
drinking water and 
sanitation services 
 
 
 
 
 
 
 
 

 By 2020 
 

Safe water coverage 
100.0% (baseline: 
85.0% in 2009) 

 

Increasing the water 
connections from 
1,267,000 in 2009 to 
1,600,000 in 2015 
 

Pipe-borne water 
availability 60.0%, 
(baseline: 37.0% in 
2009)   

Pipe-borne sewerage 
coverage 7.0%, 
(baseline: 2.5% in 2009) 

 

Increasing the number of
households with pipe 
sewerage connection 
from 2.5% in 2009 to 
2.8% in 2016 
 

Access to improved 
sanitation to reach 
87.0% in 2015 and 
100.0% in 2025 
(baseline: 86.5% in 
2010) 
 
 

 
  
 
 

 
Water supply and 
sanitation systems 
expanded, improved, 
and well managed 
 
 
 
 
 
 
 
 
 
 
  

By 2016
 

1,450 km of water supply 
pipes installed or 
upgraded during 
2011–2015  

 

Reduce nonrevenue 
water (island-wide) 
31.0% in 2010 to 25.0% in
2016 

 

Reduce nonrevenue 
water (Colombo city) 
54.0% in 2008 to 42.0% in
2016 
 

 
 
 
 
 
 
 

Planned key activity areas
Water supply and sanitation 
Pipeline Projects 
2012: Water Supply Service 
Improvement ($42 million) 
2013: Ekala and Ja-Ela Urban and 
Industrial Sewerage Project with 
cofinancing (PPP) ($20 million) 
2014: Environmentally Sustainable 
Urban Development Project 
(Secondary Towns $50 million) 
2015. Greater Colombo Wastewater II 
($100 million) 
2016: Urban Transport II ($100 million) 
Ongoing Projects 
Local Government Infrastructure 
Improvement 
Secondary Towns and Rural 
Community-Based Water Supply 
and Sanitation Project ($137.9 million) 
Dry Zone Urban Water Supply and 
Sanitation Project ($85 million) 
Jaffna Water Supply and Sanitation 
($90 million) 
Improving Community-Based Water 
Supply and Sanitation in Post-Conflict 
Areas of Jaffna  and Kilinochchi ($2 
million) 
Greater Colombo Wastewater 
Management Project ($100 million)  
Local Government Enhancement Project
($50 million) 
 

Planned key activity areas
Pipeline projects: 
2012: Water Supply Service Improvement 
Reduce nonrevenue water in Colombo city from 
50% to 20% by 2016 
50 km of water supply pipes installed or 
upgraded by 2017 
Ongoing projects: 
Length of water supply pipes installed: 
Secondary Towns and Rural Community-Based 
Water Supply and Sanitation Project: 799 km 
Dry Zone Urban Water Supply and Sanitation 
Project: 586 km 
Jaffna Water Supply and Sanitation Project: 594 km 
No. of new water connections: 
Secondary Towns and Rural Community-Based 
Water Supply and Sanitation Project: 1,000 
Dry Zone Urban Water Supply and Sanitation 
Project: 120,000 
Jaffna Water Supply and Sanitation Project: 
60,000  
Length of sewer mains and networks  installed 
or improved: 
Jaffna Water Supply and Sanitation Project: 
331 km  
Greater Colombo Wastewater Management 
Project: 25 km 
No. of new households connected to the 
sewer network: 
Jaffna Water Supply and Sanitation Project: 20,000 
 

Construction of low-cost latrines: 
Secondary Towns and Rural Community-Based 
Water Supply and Sanitation Project: 60,000 
Jaffna Water Supply and Sanitation Project:  
20,000 

ADB = Asian Development Bank, km = kilo meters, PPP = public private partnership. 
Source: Asian Development Bank. 


	Sector Situation and Key Issues1. In 2010, the urban population was estimated to
	Government’s Sector Policy and Planning Framework
	Government’s Institutional Arrangements and Capacity in the Sector
	ADB’s Sector Experience
	Role of Other Development Partners in the Sector
	Intended Sector Outcomes and Key Outputs Supported by ADB
	Links to Country Partnership Strategy Outcomes and Other Sectors andThemes
	Indicative Areas for Interventions
	Monitoring Mechanism

