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SECTOR ASSESSMENT (SUMMARY): MULTISECTOR 
 

Sector Road Map 
 
A. Sector Performance, Problems, and Opportunities 
 
1. Sector performance.1 Infrastructure enables access to work, markets, education, health 
care, housing, and other services that allow people to uplift their standards of living. Lack of or 
underdeveloped infrastructure has been identified as one of the most significant constraints on 
the Philippines’ growth prospects. While the country has improved consistently in the Global 
Competitiveness Ranking, from 65th in 2012–2013 to 57th in 2016–2017, its overall 
infrastructure significantly lags that of other emerging Southeast Asian countries.2 In 2016–
2017, the Philippines was ranked 112th out of 138 countries on infrastructure quality, well below 
other Southeast Asian countries such as Malaysia (19th), Thailand (72nd), and Indonesia (80th). 
The impacts of underdeveloped public infrastructure are high costs of doing business, which in 
turn undermine business potential and economic opportunities, especially in rapidly growing 
urban areas. The Philippines needs to step up its infrastructure development substantially to 
realize the country’s potential and remain competitive. 
 
2. Constraints on economic growth. Poor infrastructure has been consistently identified 
as a key factor inhibiting the country’s competitiveness because of the high attendant economic 
costs of insufficient capacity to meet demand, poor connectivity, and low quality. The country 
continues to experience severe infrastructure deficits brought about by decades of 
underinvestment in infrastructure—less than 3% of its gross domestic product (GDP) compared 
with the 5%–9% average of its Asian neighbours. Inadequate infrastructure in key 
areas—especially transport, water supply, and flood management—will continue to inhibit the 
development of existing industries and limit the country’s ability to attract new industries and 
needed investments. Poor infrastructure also exacerbates the inequalities in society because the 
marginalized population—the poor, women, and isolated communities—suffers disproportionally 
from limited access to economic opportunities. 
 
3. Core development problem. Underdeveloped infrastructure is attributed to five factors: 
(i) insufficient infrastructure investment; (ii) lack of inter-agency coordination; (iii) inadequate or 
incomplete infrastructure plans and implementation programs; (iv) limited access to international 
expertise, and poor technical and management know-how in project preparation and 
implementation; and (v) poor sustainability of infrastructure. Coordination between the two main 
agencies responsible for infrastructure—the Department of Public Works and Highways (DPWH) 
and the Department of Transportation (DOTr)—and with other key agencies is limited, which 
constrains project preparation and implementation. Infrastructure projects are often not delivered 
as planned because of poor project formulation or poor project implementation, or both. Delays 
in safeguard compliance, procurement, and land acquisition as well as poor project management 
systems delay timely project delivery. 
 
4. Sector planning. DPWH and DOTr are the primary agencies responsible for national 
transport, irrigation and flood management, and water infrastructure, which―either directly or 

                                                 
1 This summary is based on (i) the inclusive and sustainable growth assessment done in preparation of the country 

partnership strategy, 2017–2022 for the Philippines of the Asian Development Bank (ADB); (ii) ADB. 2017. 
Philippines: Transport Sector Assessment, Strategy, and Road Map. Manila; (iii) ADB. 2017. Philippines: Agriculture 
and Natural Resources Sector Assessment, Strategy, and Road Map. Manila; and (iv) ADB. 2017. Philippines: Water 
and Other Urban Infrastructure Sector Assessment, Strategy, and Road Map. Manila. 

2 World Economic Forum. 2017. Global Competitiveness Report 2016–2017. Geneva. 
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through their subordinated agencies―oversee policies, planning, operations, regulations, and 
investment. The National Economic and Development Authority (NEDA) is the premier 
macroeconomic planning agency, mandated to appraise, monitor, and coordinate the annual and 
medium-term public investment programs, as well as development assistance. Coordination 
among the various government departments and agencies is undertaken through 
interdepartmental committees, many of which are chaired by NEDA, and―at the highest 
level―by the NEDA Board, which is a cabinet committee comprising all departments concerned 
with economic and financial matters and is chaired by the President of the Philippines. 
 
5. This assessment covers three infrastructure areas—(i) transport (roads, railways, ports, 
and airports); (ii) agriculture and natural resources (irrigation and flood management); and 
(iii) water and other urban infrastructure (water supply)—that fall into the jurisdictions of DPWH 
and DOTr, the agencies responsible for the preparation of national public infrastructure 
investments to be prepared under the project. 
 
6. Roads, railways, ports, and airports. Water and air transport play an important role in 
the Philippines, given its archipelagic nature, but road transport has gradually emerged as the 
dominant mode. It is estimated that about 98% of passenger traffic and 58% of cargo traffic are 
moved on roads. Rail transport is limited to passengers in the Metro Manila area. While transport 
infrastructure has steadily expanded since the 1990s, the demand for transport consistently 
surpasses the capacity and quality of service provided. Nonetheless, the penetration and 
coverage of transport infrastructure in the Philippines is adequate and compares favorably with 
other Asian countries. Future priorities should be placed on bridging connectivity gaps and on 
removing the congestion that has built up in cities and towns choking traffic and resulting in high 
costs to the economy. 
 
7. Water and flood management. The poorest areas of the country tend to be clustered in 
Mindanao, the Western Visayas, and the Cordillera Administrative Region. These areas do not 
have the production infrastructure, especially for irrigation and flood management, that the rest of 
the country has. They are also increasingly vulnerable to the impacts of disasters and climate 
change. Most national and communal irrigation systems are old and deteriorated, and some are 
not even operational anymore because they lack adequate operation and maintenance budgets 
and funds for speedy repairs after seasonal floods and typhoons. The canals on some 
360,912 hectares of irrigated land are aging or dysfunctional, and inefficient water management 
practices add to the underperformance of the systems. Delays in fund release, peace and order 
problems, and right-of-way issues hamper the implementation of programs and projects. 
Degrading watersheds reduce the quantity and quality of irrigation water and cause flooding 
during the rainy season and scarcity in the dry season. This also leads to rapid soil erosion, which 
in turn affects the alignment of irrigation and drainage canals. 
 
B. Government’s Sector Strategy 
 
8. Accelerating infrastructure investment. The Ten-Point Socioeconomic Agenda of the 
current administration aims to ramp up public infrastructure investments such as national roads, 
expressways, bridges, airports, subways, and railways. Public spending on infrastructure is 
expected to reach 7% of GDP by 2022, or around $14.5 billion annually, from 2.6% of GDP in 
2015. With official development assistance from the People’s Republic of China and Japan, the 
government is gearing up infrastructure projects. 
 
9. National Development Plan. The Philippine Development Plan (PDP), 2017–2022 
translates the government’s Vision 2040 (AmBisyon Natin 2040) into strategies, policies, 
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programs, and activities. Goals of the PDP are the preservation of national peace and security, 
strategic and accelerated infrastructure development, resiliency, and ecological integrity.3  
 
10. To support a higher growth trajectory and improve the quality of life in both urban and 
rural communities, infrastructure development remains a top priority of the PDP, giving rise to the 
most ambitious infrastructure program in Philippine history. The PDP also emphasizes the need 
to solve persistent issues and challenges that could hamper program implementation.  
 
11. Transport strategy. The guiding principles of the PDP’s strategy for the transport sector 
are to encourage private participation in the financing, construction, and operation and 
maintenance of projects. In addition, the policy and regulatory framework for the sector will be 
strengthened by enacting a national transport policy and by creating independent regulatory 
bodies for railways, airports and seaports. The sector program covers all modes of transport.  
 
12. Irrigation and flood management strategy. The government aims to improve some 
43 irrigation schemes, of which four are assisted by the governments of Japan and the Republic 
of Korea, and the World Bank. Beyond this, the National Irrigation Administration has recently 
announced a 10-year master plan for irrigation development. The plan envisages expanding the 
irrigated area from the current 57% of total potentially irrigated area to 70%. The cost is 
estimated at $7.6 billion. The People’s Republic of China has already committed approximately 
$900.0 million for six irrigation schemes under the plan. 
 
C. ADB Sector Experience and Assistance Program 
 
13. Overall sector experience. The Asian Development Bank (ADB) has experience in 
supporting the Public–Private Partnership Center for the Philippines, which is performing well 
and has enhanced government agencies’ institutional set-up and their capacity to identify, 
finance, and implement public–private partnership projects. However, ADB’s operations in the 
Philippines have encountered various problems such as implementation delays, issues with land 
acquisition and resettlement, and insufficient counterpart finance. The underlying causes are 
budget constraints, insufficient project management capacity, weak performance of contractors, 
and noncompliance with project requirements. Procurement-related issues include inaccurate 
bid invitations and incomplete bid evaluation reports. The government has made credible efforts 
to simplify the procurement procedures for civil works by using advanced information technology. 
As the government plans to ramp up public spending on infrastructure, it will have to direct 
further reforms at streamlining its project management systems to ensure absorptive capacity 
and timely project delivery. ADB support has demonstrated the important role that improvements 
to infrastructure can play in achieving social inclusion and creating economic opportunities for 
the poor, women, and isolated communities. 
 
14. Transport experience. ADB’s country partnership strategy, 2011–2016 for the 
Philippines focused on better accessibility, sustainability, and climate resilience of transport 
infrastructure and services. It envisaged development and upgrade of nonurban roads, 
development of urban public transport, and national and regional connectivity. The assistance 
program for the next three years contains three projects: (i) Improving National Roads for 
Inclusive Growth in Mindanao,4 (ii) Davao Public Transport Modernization Project,5 and (iii) 

                                                 
3 Government of the Philippines, National Economic and Development Authority. 2017, Philippine Development Plan 

2017–2022. Manila. 
4 ADB. 2013. Technical Assistance to the Republic of the Philippines for Improving National Roads for Inclusive 

Growth in Mindanao. Manila. 
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Improving National Connectivity for Mindanao Development Project. The expected project 
outcomes are improved accessibility of transport infrastructure and services. The ongoing Road 
Improvement and Institutional Development Project6  and the proposed Improving National 
Roads for Inclusive Growth in Mindanao project are expected to contribute to the targeted sector 
outcomes. A significant addition to the ADB program is the Metro Manila Bus Rapid Transit 
(BRT) for the Epifanio delos Santos Avenue (EDSA) Project. It marks the beginning of a major 
program for the development of BRTs across Metro Manila. 
 
15. Agriculture and natural resource experience. ADB has contributed to local income 
increases and poverty reduction through support for agriculture, rural development, and service 
improvement. The delivery of assistance to rural areas was hampered by weaknesses in project 
design and delivery, the absence of uniformly strong and well-coordinated national and 
decentralized institutions supporting agriculture and rural development, and recurrent funding 
constraints. While the assistance program was relevant to the range of development constraints 
and needs, the solutions have proved difficult because of uncertainties about the Philippines’ 
decentralization process; overlapping roles and responsibilities of many agencies involved in the 
rural agenda; lack of access by the local government units to development finance; wide 
geographic dispersion and complex operational designs; and, in some instances, insufficient 
follow-through in any one location. Careful consideration is needed of which institutions best 
support decentralized services for agriculture and rural development, since the government’s 
rationalization of these institutions is still incomplete. 
 
16. ADB assistance program. To help achieve more inclusive growth and remove income 
inequalities and regional disparities, ADB’s country operations business plan 2017–2019 focuses 
on four interrelated priority areas: (i) sustainable and climate-resilient infrastructure; (ii) good 
governance and finance; (iii) inclusive employment and education; and (iv) regional integration. 

                                                                                                                                                             
5 ADB. 2015. Technical Assistance to the Republic of the Philippines for the Davao Public Modernization Project. 

Manila. 
6 ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Loan for the Road 

Sector Improvement and Institutional Development Project. Manila. 
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PROBLEM TREE FOR MULTISECTOR INFRASTRUCTURE 
 
 
 
 

Lack of 
inter-agency 
coordination 

Poverty and inequality 

Reduced economic 
activity and growth 

High cost of doing business Weak global competitiveness 

LACK OF, OR UNDERDEVELOPED, 
INFRASTRUCTURE 

Inadequate 
investment, 

both public and 
private 

Low 
government 

spending 

Low private 
sector 

involvement 

Excessive 
political 

influence 

Poor 
sustainability 

Increasing 
population/ 

urbanization 

Poor 
maintenance 

plan for 
existing 
assets 

Lack of 
maintenance 

funds 

Inadequate capacity to 
take advance actions 

Weak safeguard, 
procurement, and land 

acquisition systems 

International best 
practices not applied in 
project management 

Poor project 
implementation 

Core development 

problem 

Lack of knowledge and 
tools in planning, design, 

and implementation 

Poor feasibility studies 

Poor project planning/ 
master planning 

Poor engineering designs/ 
methods 

Limited resources for 
improving capacity among 

line agencies 

Poor project formulation 

Unclear division 
of 

responsibilities 
among agencies 

Weak governance and 
project management 

Constrained 
technical 

and 
management 
know-how in 
design and 
construction 

Inadequate 
or incomplete 
infrastructure 

plans 


