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SECTOR REPORT 8 ADMINISTRATION, FINANCE AND
INSTITUTIONAL FRAMEWORK

CHAPTER T ADI\'IIN.ISTRATION IN SRI' LANKA

M'magemcnt of the administrative functions in Sri Lanka is being pcrformed throu gh a multi-
- tier admmmtralwe system: consisting of the Central Government, the eight - provmcml

: councﬂs and local governments. Major parts of the adlmmstralwe functions are shared by

central ministiies and provmcnal ministries, although' local governmcnts handle some.
* administrative tasks wuhm their own junsdlcllons '

Sri Lanka's current admmlslralwe system is complex.  One reason i§ that it is still in_the
Eproccss:of dwoluhon. "It would be necessary to touch on this subjcct br:cﬂy before -
going into the description of the current system. - '

‘1.1 - Devolution of Administrative Functions

‘In Sri Lanka, decentralization has been discussfed since the colonial cra. . S.W.R.D;
=B'uumrm'nikc as a minister of goverament, pursied devolution in the 1940s. i order to -
achieve thc three objectives of "democratic’ decentralization, a responsive ' governmental
_'1dm|msir'mon ‘and- people's ' pariicipation . in developiment.” It was not untl the
‘Bandaranaike- Chelvanayagmn pact (B-C p’iCl) was signed in 1957, howcver that Sri Lanka
started to progress toward devolution.  Main features of the pact were: 1) ch_lonal_
Councils, 2) delegation of powers to the .chional Councils by Act of Parli:imcn_t. and 3)
block grants, taxation and borrowing as the basis for finances of the Councils. |

~ Following the B-C pact, a system of Dislrict Development Councils, with emphasis on
. developnient, was -proposed in 1963 under the then Prime Minister Mrs. Sirimavo
: Bandaranaike. The councils, however, were not set up b'ecﬁuse: of the same pfevcnlive
- forces which also prevented nnplcmenlalwn of the B-C pact. It was in 1980 when Mr. J.

" R. Jayawardenc of the new UNP government ﬁmlly eslablashcd the District D,\'elopmcnt'_
: Councils ([}DCS) DDCs were c01151dered a solution to the ethnic problem but, in fact

' lhcy covered not only the North and lhe East but also the rest of the Country. -However,
- the functions of DDCs' wese limited and \'(’l)’ litle financial allocauon was madc to themn.
‘These limitations caused dissatisfaction wilhm the {ocal populatlon. '



‘More progress toward devolution was ntade in 1987 with the Indo-Sri Lanka Accord and the
“Thirtcenth Amendment to the Constitution.  The framework of Sri Lanka's current
administrative system, the center-province set up, was institutionalized under the Provincial
Council Act, No. 42 of 1987 and the Thirteenth Amendment to the Constitution.  “The basic
concept of this system is a sharing of powers functions and ﬁn'mce between the center and -
the regions. ‘ |

Under the Thirteenth Aniendment; three lists in the Ninth Schedule lay out devolved
functions, as well as non-devolved funcliohs. List 1, the Provincial Council Lisl,
desctibes the Iuncliqns devolved to the provincial councils. List 2, the Reserved List, lists
non-devolved functions. l,is'_l 3, the: Concurrent List, defines matters on: which the
Parliament may make laws in consultation . with all the provincial_ councils. Frbvincial
councils may also make statutes in consultation with the P'tflianxent These threo lists were
prepared to clearly indicate devolved functions. . There ase, however, several ; qrw_s in wh!ch |
ambiguity remains. - Abstracts of the lhn,c lists are atmchcd in Appcndn

- The pmc\,ss of dcvo!uhon is cleariy not complcu, yel.  Changes in administration are siill
under discussion in various arenas. In pm:cuhr the Parliamentary Select Commitice is’
Indking into aspects of devolution. There would be further chan ges in the center- provmcz,,
provmcc local and center- loc:'il relations. '

‘Given this _bac}%gmund,_lhc structires of the administrative institutions at’ the central,

provincial and local levels are described in some detail in the following three sections. -
1.2 - Ceitral Gevernment
1.2.1 Central Government setup

Under the new government headed by President Chandrika Kuinar'nunga: an cxfe:{sii'c re-
organization of the Cenlr'il Government took place. Somc of lhc mm1stncs were lmrgcd
and, as of 1995, 24 llllnISlriCS consmuted thc Cenlral Govcmmenl

1) - Ministry of Buddha Sasana

-2)  Ministry of Defense |
3) Ministry of Foreign Affairs

" 4) Ministey of Internal and Extemal Trade, (,ommeuc and Food
5) Ministry of Media, Tourism and Civil Aviation

2



6) | Mihislry of Education and Higher Education
7) Ministry of Irrigation, Power and Energy
8) Ministey of Labour and Vocational Training
9) - Ministry of Housing, Construction and Pubhc Uuhly
10) Mmistry of lnduslrlal Development
i) - Ministry of Fm’mce Planning, E lhmc Affairs and National lntcgranon
12) - ~5M1m~;l:y of Transpo:t Environmesit and Women's Affiirs
| 13) ’thslry of Justice and Constitutional Affairs
{4) Ministey of Fisheries and Aquatic Resources
- 15) -Miriishy of Youth AT fairs, Sports and Rural De.vclopmém
16) - ‘_M]mslr}, of Posts and Tclccoamnumcauons : | :
17) " Ministry of Health, nghW'lyS and Socnl Serwus
18) ° Ministry of Agnculum, Lands and F Orcsuy :
: 19) . Mm:slry of Sh;ppmg, Ports, Rehabilitation and Reconslmmon
20 Mmisl:y of Livestock Deévelopiment and Rural Industries _
: 21) - Ministry of Co- 0pcr.1tn ¢s, Provincial Couxmls and Indlgenom Mcd:cmc
22y Ministry of Cultural and RL]IgIDUS Affairs :
23y Ministry of Science, chhnology and Human Resources Dev elopmcnt .
24) . Ministry of Public Adlmmslmuon Homic Affairs, Planhtlon Industeies and
© Parliamentary Affairs - '

Howcvu since Janmuy 1996, lhx, Ministry of Finance (MOF} fias been scpara!t,d from the
Mm:stry of Planning, Ethnic Affairs and National Intcgrauon (MPEANI). : Further,

MPEANI was renamed as lhc Ministry of Plan lmplcmenmuon Ethnic Affairs and National
Intcgratlon (MPIEANI) in March 1996 while the qurlmcm of National Planning (DNP)
~and the Department Census and Statistics (DC&S) were transferred to MOF. |

'_ Summar) of cslumied govcmmcm cxpcnduum by the ccmra] mmls{ms for 1995 n qhown.
in T‘xblc l l ' :

1.2,2 Ccnfrél ministries

“In general, the basic functions of each central ministry are divided into two parts.  One part
 consists of departments or divisions ‘which handlc internal administrative matters, mcludmg

. :fumlmns such as peraonnci accounting and finance, and: the other part consms of

o dcparllmnls or divisions which cover managenicnt functions’ (mcludmg p]'mnmg) of

ongoing and new projects implemented by the ministry concerned.



Although organizational structures vary among ministries, their hierarchical structures can be
generalized to some extent.  Each ministry is headed by a minister supported by deputy
ministers. A secretary is appointed by the President as the chie_fé;(ccutivc officer under the |
“minister conceined. - Under the sccectary, there are additional secretaries each of whom is |
assigned to a subject.  Department directors, senior assistant secretarics, director generals, |
chiel accountants and the like are iminediately’ under additional secretarics. - D:puty'
':dlreuom, assistanl d]l‘LLIOI‘\ and assistant su:rehrlcs are at the next level, supported by

administrative office

Non-profit oricm_éd institutions, statutory boards and public corporations which come under
the ministry concerned are indicated at the same level as the department directors of the
ministry.  Among such institutions, some are called :"authorilies™ such as- lhej_ Road
Dévelopme'nt Authority (RDA) and the Mahaweli Authority of Sri Lanka,

1.2.3  District secrclarfat_'

A district secretariat acts as the district representative, office of the Central Govcrmnenl n
¢ach district.. - The Mmlstry of Public Administration, Hoine Affairs, Plantation’ lnduslncs
~and Parliamentary Affairs admvinisters the distriet  secretariats, Dis{ncl secrefarics
administer non- dcvoli'cd functions. Under a district v.ccrdmy, there aré an accounlant, an
 additional dISlHCl sccrualy and 1dcpuly d:ru.tor pIannmg (Figure . l)

1.2.4 l)ii'isio_llal secrefariat

A divisional sccretariat is the divisional representative office of the Central Goverminent in
cach division. The power of former Government Agents has been transferred by the
Transfer of Powers Act to divisional secretaries.  Under a divisional secretary, then. are an
accountant, an 'mM'mt divisional sccrclfuy and an assnsl“ml dicector planning as well -as
divisional hcads of lmc ministries. - Like the relalxonshlps between district hcads and their
line ministries, dmsmnal heads have difect relationships. with lhc dlstncl heads of lhc
corresponding tine mmnsmcs



1.2.8 A(l:::liilistra!ive staff -

Major administrative staff of the Central Government belong (o the Sii Lanka All Island
Scrvices. It assigns pub!lc service officials to central ministrics, dnlncl sccictariats,
dwis:onal secretariats, provmcml counc;ls and loml authoritics.

‘Government officials in the Al Island Services are classified into three classes and their
assignments {0 respective posts are made accordingly : (Table 1.2). For:assignmém of
' govermmntofﬁcials, approval by the Public Seivice Commnission is required. © Secretaries
- and additional secretaries to the ministers, apponmed by the Presndmt from among senior
public service, are conmdcud above thc classes.

1.3 'Provincial Council .
1.3.1  Proviacial council setup

‘There are nine provinces in Sri Lanka. The current provmcml counc:l system is fr‘mted by
the Provincial Councils “Act No.” 42 of 1987 and the Thirtecnth Amcndmcnl o the .
Constitution, which have institutionalized the provincial councils and the Provincial Public
Service. l“lgure 1.2 schematically dcp:cls the provmc:a} council's sclup in felation lo the
cenlmj and other levcls of govunmcms L

In: cach provmcc one governor is- appomtcd by the President. The govérnoi‘ has three
impor tant roles: - 1) representative of !hc Pn,svclcnt '2) hcad of the provincial execulwcs and
' 3) COllslit_liIiOIlal_ and legistalive safeguard (Gunawardena, Asoka S. Provincial Councils -
Strictures and Orgeanization, The CRDS Monogeaph Series Vol. 14, Centre for Regional
- Developnent Studies,’ pp-11-12). All executive aclions of the governor are considered
 done in the name of the President. While the President is: poputarly clected, the governors

are not.

E Fi\{e prévinéial ministers, constituting lhé_ Board of Ministérs of a prdvincc, work with the
governor.” The chief minister, who acts as the chief 'of:provin'cial ministries, is appointed
by the governor from among the nijembcrs of provincial council of that pro{'incc on the
assumplion that he or she can best command the ‘majorily support from provincial council
members. Therefore, he or she is the political _heﬁd of the province and works as the chicf
executive of the province. - The other four provincial ministers are also appointed by the
: govc-.i'nor fiom among the provincial council members.



- Administrative work for devolved functions is conducted by five provincial ministries.  The
provincial ministrics are answerable to the provincial council for the public administration of
that province.  The relationship between the provinchl ministrics and the provincial councit
is the samie as the l'LlﬁI[Ol]Shlp between (he cultml ministries ‘md the Parllmmnt at the

nanonal lcvcl

For eath provincial mlmslry, a chief secrt,lary is appomlt.d by the Pn,s:dcnl wilh the
_concurrence of the chief minister. ‘The hierarchical structure of each provincial mmusﬂy is
:v:rlually the same as that of the central mmlslry, s{amng from the secretary al the lop down
to clerical ofllcer:. at the boltom of the orgammnon '

‘The appointment,: transfcr dismissal and disclplmary control of ofﬁccrs of lhc Provincial
Public Service is vested in the governor. - In practice, howcvcr lhc governor delegates.
power over such personnel affairs to the Provm_c:a! Public Service Commission (Provincial
Councils Act, p. 12). Moreover, the Cominission's approval is required for the personnel
matiers concerning officers who actually belong to the Central Public Service.

1.3.2 . Divisional secretariats
The _divisidnal _sccre!’trhts" represent both the Central Government and the respeclivc

provincial council. There is some confusion over- the division of authority for devolved -

and non- dcvolved functions between the Central Governniciit and the provmc:al couincils.

Although- lcg&l provmon is available under the Transfer of Powcr:, Act to cngage the. |

- divisional sccrelmes in 'lclmhcs of the ‘provincial councals in practice the divisional
secrctarics ust sort out issues into two categories based on the provisions wrilten in the
Ninth Schedule of the Thirteenth Amendment to the Constitution.  This is a difficult task
because of the exislence of ambiguous areas in the provision.

1.4 Local Governments -

1.4.1 | Local government setup

“There are three types of local governments.  They are:

1) Municipat council,
©2) Urban council, and



3)' - Pradeshiya sabha,

In Southern province, for instance, there currently are one municipal council (Galle), five

urban councils, and 36 Pradeshiya sabhas.

Some Pradcslnya qabha-; are organized on lhe basas of lhc dwmonal secretariat dms:ons
(S Dms:ons) formcrly assistant government '1gcn1 dw:snons (AGA Divisions). : Somu,
DS Divisions have more than one local govennmnl Local govcrmm_ms do not represent
the Central Government, : They have their 0wn_adnunislfalivc organizations separate from
the di\"isio'ml secretariats. - While the municipal councils and the urban councils are Tormed
under the ordinances which were passed before the Independence, Pradeshiya S":bhas are -
created under the Pradcshl ya Sabh1 Act ‘ |

1.4.2 -Municipai c’mmcil_‘

The municipal comimissioner is thé chief admiinistrative officer of the municipal council
appointed by thic governor. Each municipal council gcncra'llyi' consists of at least five
*depariments, although actual organization varies among the councils.: Typically, the
~departinents are administrative, engineering, health, recreation and finance.  Administrative
- staff of the municipal council are :1'ppoimed.b)'r the Provincial Minister of Local Government
 from cither the Provincial Public Service or the Sri Lanka Administrative Scrvice. '

: 143 Urban council

The secru'try is lhc chief a(imlmstrauvc of trcer and is ’ipp()lnl('d b) the goveror. - Under
the secretary, there usually are five departments of administration, finance, phys ical planning
and works, health, and recreation and welf: are.  Personnel matters are dealt with similarly to

: lhc mumc:pal council.
1:4.4 = Pradeshiya sabha

The secretary is the chief ad:1ﬂinislrali\;c officer appointed. by the governor. ‘Unl_i]-;c the
counterpart it the municipal or urban council, he or she is responsible for ‘all functions.
Therefore, there are no departments within the Pr'\dcshlya sabha. - Inslead, it is staffed
typically with a clerk, a technical officer, a revenue overseer, a bookkeeper, hbran:um, an
indigenous medical doctor and three school teachers, all under the secmary Pu‘_sonn_cl;
affairs are again dealt with similarly to the mumcnpﬂ council: ' '



As can be seen from the above descriptions of the three types of local authorities, both the
functions devolved to; and the capacity of the local authorities are limited.  In order to make
up for such shortages in the capacity of local authoritics, the Provincial Ministry of Local
_:chemment works as "the friend, plu!osopher and gmdc to the local governments.  The
‘oiﬁt.cr m charge of the local goummcnt within the Provincial Ministry of Local
Gm ernnient is the commissioner of local govcmmcm under the provmcnl sccrchry

1.5 Center-Periphery’ Coordina(ion

In order to provide consistent pnbhc services, a propcr coordmauon among the Central
Government 'md the provmcml councils is necessary.  In Sri Lanka this is supposed to be
donc mmnly al the district level.  ‘There exist two lypcs of coordlmhon channels: - the . |
' d;smct Loordumlmg comnullcc (DCC) and the sectoral coordmalmg conmittecs (SCCs).

1.5.1  District coordina(ihg commiltee (D'C_C)

Meinbers of the DCC are'1) all Parliament members in that district, 2) all provincial couiicil
“members in that district, 3) all provineial secrdancs related (o llm district, 4) all divisional
' secretarics in that dmnct 5) qll {unctional - hends of lln, line ministries in' the district

secretariat and 6) the district secretary. ioial lllCl‘[:erbhlp casily cxcecds 160. A senior

Parliament member ch'ura the DCC while the- dlSl[lCl sccru"uy qqsumcs the rolc of lhc
'sccrumy of the DCC. Du:vs.lom made by the DCC affect actions of the dlws:onal

sccrchncs directly or indirectly ellhcr lhrough the district secretarial “or lhc provmcnl

socremnal (Figure 1.2). '

1.5.2 Sectoral coordinating committees (SCCs) .

In 'addluon to the DCC there are also. scctoral coordummg comittees (SCCS) arganized i in

cach district, © SCC munbels are the dxslnct sccrnnry, relevant district heads of the line
mmnstncs in that dlSlrlCl secretariat, the provmc:al sccrc.my of the: sector and divisionat
funcliona_l heads of the sec_tor. _'lhc districl secretary assumncs the chmrmanshlp of such
SCCs. | Similarly to the DCC‘ decisions agreed on in the SCCs affect actions of the
divisional secretarics and the divisional functional heads dmclly or mdsrcctly either through
the dlslncl secretariat or the provmcnl secretariat.



1.6 Planning Process and Procedures within the Cenfral Government

“The Government's planning process for devolved issues starts with divisional secretaries,
each of whom has the duty i identify his/her division's needs and wishes (Figure 1.3).
Each divisional secretary compilés requests for fundmg 'md scnd:. lhe comp:lcd rcquesls to
the eecn.(ary of his/her provinge. '

Each province's secrctary then combin_es the divisional requests for funds into provinc'ial
level requests for submission to the Ministry of Co-operatives, Provincial Councils and
Ind:gcnous Medichine. - Before the 'submi‘ssi'cm ‘however, 'various:isstws must be
coordinated among the dlSlrlCl sccretarial, the provincial - secretariat and the divisional
secretariats w:ihm‘lhc districl. These issues are discussed in the DCC.

Fer non- devolved issues, each divisional head of the fine ministry concern‘cd: reports cucrent
needs to lhc tine ministty throu gh hisfher dlslncl head. However, required information for
: budgetmg in regard to some specific issues’ %uch as social service, [).cemr'ﬂt?cd Budg‘,t;
: (DCB) Samurdhi progiram and S0 fonh are COllCC(t.d lhrough dlslnct secretaries.

Each line ministry cdmbincé, sorts out and prioritizes the district level requests in order to
nnkc lnvcsnmnt p]'ms The investment plans under each ministry are sent to the
Dup'mmcm of Nauonal Plannmg (DNP) in lhc Mlmstry of Finance (MOI )

Within- D\IP mvcstment plans under the liné ministries are x,mmlmd pnonu:@cd and
: selected for submlssaon to the Cabinet of ministers for prclmumry approval Following the
preliminary Cabinet approval, the investment plans are sent to the D\,pm tment of External
Resources (DER) which is in charge of negotiating foreign-aided funds. DER checks the
possibility of funding from donors for each of the preliminarily approved projects. If
funds are available for a project, DNP produces project documents - which consist of a
détailed descnplxon of pI‘O_]CCl exccuhon and a proy.cl budget including both the consolidated
fund portion and the aid portion. Then, the p_mjecl documents are submgt(cd to the Cabinet
for final approval, | R ' e |

Once the Cabinet approves a pi‘oject, the p:bjccl will be included in the Pablic luwcslmcn(
Program {PIP) produced by DNP based on the information  described: in lhc'projcct.
documents.  PIP, which is a five-year rodling plan revised annually, is the guidelines for
planning in the line ministries. ' '



Plans covering devolved issues, other than mere prdviuciai project plans which are excluded

from PIP, are required to go through an additional process which takes place simnhanbously
with the above mentioned process.. Because devolved issues are handled by l_hc provincial
councils, provincial chief secretarics send their provincial investment plans to the Ministry of _
‘Co-operatives, Provincial Councils and Indigenous Medicine (MCPCIM). Thc'bl&ns theh '
‘are presented to the Finance Commission which makes recommendations for investment
plans produced by the provincial ministries.  With recommendation by the Finance
Commiission, plans ‘are submitted to the President, who preseats them to the Parliament for
ratification. ~ Plans ratified by the Parliament also are included in PIP pr_odubcd by DNP.
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CHAPTERZ = ADMINISTRATION FOR REGIONAL DEVELOPMENT

In addition to the line ministrics focusing on sectoral development projects, there is a central
ministry in charge of ‘promoting integrated regional development in Sri Lanka. [t is the
~ Ministry of Plan lmplemenlalion Eﬁlmic Aftairs and National Integration (MPIFANI) and,

i within this Ministry, thc chumnﬂ [)«,vnlopment Division’ (RDD) h'm dcaIt with n.gzonal:
1dcv.,lopmcnl issues. ‘ o

"To promote the Southern Arca. development specifically, the Southern Development
Authority of Sri Lanka (SDA) has also been established.  Although it is still in the
. preparatory s!agc SDA is expected to plny an important role in the Southern Area

© " development.

Because of the limportance and ‘relevance of RDD and SDA to:the Southern Arca
development; their functions and currént status are briefly reviewed in this chapter. In
addition, two closely ‘related scetions {the Monitoring and Plogmss Revicw Division, the

National Pl'mnmg quﬂmcnl) are touched upon.
2.1 _RbgidnaltDcveiopment:Division (RDD)
2.1.1  Responsibilities

" RDD is responsible for coordination of lhc_C0U11try's fregional.dcvclopmcht projects and
| programs including the Integrated Rural D:Vclopnictfl Programs (IRDPs), poverly
allévi._atior.s, nutrition and Sam'urdhi programs, and :_oihcr regional dex_’eiopmenl progranis.
RDD, however, is not an irilplcl11ca1ling agency itself; its responsibility lies in the
"implementation facilitation” of various regional dcvclopmcm projects.  RDD is thus
s'upposcd to plan regional development prbjects, facilitate olhér implementing agencies'
activities, -and monitor and rc»;ic'\wp'rogrcss of each project. - Figure 2.2 presents the '.
orgammhonal chart * of ‘RDD 'md indicates - funclloml rclauonsh:pq 'unong rn,glmml
~ development orgamzauons of Sri Lanka as of I cbm'uy 1996. '

At the top of RDD is the ‘di'rcclor-gehe'ral, which is a newly created post.  Under the
dircctor-gcnéra_l, there are four functional units and one administrative unit. - Thoseé are: '

}] District Development and Samwurdhi Unit,
2) Special Area Development Unil,
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‘3) : Noftﬁ East Dcvelopnwnl Unit, _
4)  Integrated Rural Development Projects Unit, and
5)  Administrative Support Cell.

~ The District Dcvclopmcnl and Samurdhi Unit (DDS) has "a main responsibility of -
- coordinating the District/Provincial Development and Povetty All;:via!ioh'PrografnS. “One
" unique function of l_hié Uait is the so-called public sector delivery system. This is a part of
- the problem E;scd'\.'i'ng.g system for the districts headed by the Minister for Public Administration,
"Home Affairs, Plantation l_ndus(ries and Parliamentary  Affairs (MPAI-{API‘PA). The
minister visits each district a few @iilxcs a year and holds district Progress review illeclings oﬁ
‘h:is?hc"r visit.  If the niinister can resolve the problems presenied to hinvher at the meeting,
3i|i1[1]cdi;llc actions are taken.: If 'any probleins are insoluble al once, they are n;por(ed and
‘sént from MPAHAPIPA to the relevant ministrics.  Among them, those related o
dcv’clopmé_ntp:rogr'a;m are sent to MPIEANI whére all such problems: at the district,
.provinciél or regional level are handled by RDD and national level or secloral'proble_mé are
handled by the Monitoring and Progress Revicw Division (M&PRD).  If no other suitable
unit can take care of the problems,' DDS is asked to do so. o '

The Special Area Dwel()pmcnl Unit (SAD) is rt,spons:blc for lhc 1dcni|ﬁc1non and
coordination of national fegional dcvclopmcnl programs for some designated areas, whu:h;
include Southcm Western and. Sabu’ngmnuwa provinces.. SAD currently coordinates the
Southern Area dey elopment progmm initiated cecently as it falls under SAD's Junsdlclmn

llow ever, wnh ihc establishinent of the Southern chlopmem Aulhonly of Sri LanLa
(SDA) lhen, arises a po:.clhihty of duphcatmg functions. To avoid tlus accordmg to the

director- gencral of RDD, SAD may limit itseif to pul'ormmg, on behalf of the secretary to '
the minister of MPEAN}, all the sccretarial work in regard to SDA's activities once SDA is _

lmnly in place.

The leh Last Dcvelopment Umt (NLD) is rospx)nsublc for dcﬁnmg the role of n,gioml
f dcvclol)mcnl md planmng in n.h*iblhlauon and n.conslrucuon of war ﬂffcctcd a_reas mamly
: norihem 'md eastern parls of Sri Lank'i ' :

: 'I he Intcgmtcd Ruml chlopment Pro;ccts Unit (lRDP) is in charge of 1) coordination of all
IRDPs, 2) management of computer and data base within RDD, and 3) coordination of
specific area programs copcerned.  Areas designated to this Unil include Ccnlm} North
 Western and North Central provinces. ' IRDP also keeps a data base created for the purpose
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of monitoring IRDPs.  However, this Unil's capacity is still weak and its data base is not
linked to that of the Census and Statistics Department or any other institution,

2,1.2 IRDP offices

To implcmc'ni the IRDPs, IRDP offices are established in rcqpéctivé districts throughout the
(‘ountry " Located at the district fevel under the pmvmcml council, JRDP diréctors are
dcmgnat:,d to the provincial minisliies.  In the case of the Southern Provmca Rural
Duclopmem Program, for instance, the SPRDP director conics directly under the chief
- secretary of Southern province (Figure 2. 2) In pr‘iclicc however, IRDP directors work as .
if they were dcs:gmted directly under the RDD directors.  This relalioﬁhip is indicated by
the dotted lmes (#3) in Figure 2.2. o

IRDP offices have the responsibility of implementation and coo:idina_lioin of IRDPs. - Actual
implementation activitics, however, are done mainly by'dcparinients under the line ministries |
‘and community organizations {(or people's organizations).  In coOpémlic‘mI with RDD -
directors, IRDP directors plan IRDPs, coordinate with nnplcmenimg agencics and monitor
'md review progress of IRDPs.

P

2.1.3 - District p!alminig offices and divisional planning officers

Dcs'ignatcd"dirécily' o RDD, district pl'mn.ing'ofﬁce% arc responsible . for phnni'ng,
lmplcmentation coordination; and momtoung of non- devo!ved local level developmem
- projects, such as the [lcemrallzed Budgci pro;ects and the S'mmrdhi progmm Like RDD,
those offices do not carry out any of lhc projects.- Their nnplcmenmtmn is ‘done by Imc
- departments of line ministries.

Divisioml planning officers are indirectly connected to the disteict planning offices,  'they
Care responsnhlc for coardmahng lhc lmplcmcnlanon of dcvclopmcnl pmjccts wuhm their
own dmsmns L ' S

2.2 Southera Dé‘velopmenl Authority of Sri Lanka (SDA)

The Southern &\'eIOpnlenl Authorily of Sri Lanka (SDA) is established for the development -
initiative in Sowthern Area under the Southern Development Authonly of Sri Lanka Act, No.
18 of 1996. According to the act, SDA is responsible for coordmatmg, planning and
j implementing development projects within the designated Southern Area.
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©.2.2.1  Constitution of SDA

The Authority in itsclf is a board which consists of seven members *tppomted by the
President: © an official of MPIEANI ‘rominated by the mlmstcr an official of MOF “also
noininated | by the minister and five other members.  The Chairman of the board is furlhcr
nominated by the Prc&:dent from among the seven board “members, and prt,SIdes at all
meetings of SDA.  Fach appointed member. holds office for, five years. Thc Jaw
- dlsthﬁcs any mcmbu of Parliament,” provincial councnl or local authority for the SDA
menmbership.

2.2.2  Objectives, powers and functions
Accdrding to the la:w, the objectives of SDA are:

1) toplan and impleiment dcvelop;nenl projects in the designated area to improve
productivity, foster cconomic dcvc10pmcnt and genemte income and
cmploymcnt oppoztumncs

2) to carry out detailed  studies of the, prOJccts identified in the ovcr”d!
dcvulopment plan for the dcs:gnatcd agea on przomy basis;

3) to request - lhc mm:s{cr of MPII«ANI to sc;k forugn fundmg for spcmﬁc

-'pmjects.. o -

4)~ S o sccurc thccoopcratlon of govcrnmcnl depariments, state institutions, focal
authorities, public corporations and other persons in ‘doing -detailed sludlcs
and lmpluncnl'luon of development pro;ccls in the dcsngmted areq; and

5) (o secure the participation of foreign and local private sector agencies in doing

detailed studics and implementation of development projects in the designated
area, '

One nomblc aspect of lhese objcclwcs is the cmphaSus cxpllculy phced on lhc prlvatx, sector
parllmpauon in the dcvx,lopmem ¢fforts, '

To achlcve its objectives SDA is vested with authonly to alry out various funcuons
Si gmf icant among them are as follows: '

1} - tocarry out dcve'lo'pmenl research;
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2) | ' to prepare an environmental impact assessnent rcporf for each development

project;
"3 tosccure local and foreign collabomhon for detailed studies and development
o projects;
4) to request governnient ‘ministries,  departments and all other agencies

; nsponsnble for project 1mplcmentallon (m lhc dcmgmtcd area), (o coopcmtc
i planmng and nnplcmenlmg projects; : ‘
5) 1o implement dcvclopment pI‘(}_]CClS lhrough pubhc or prwalc 1mmuuons or

| jointly by private and public institutions; _
6) to sccure and obmm kchmcal and financial assistance f rom local 'md forugn

- sources; _ . ‘ : |
7 to borrow, raise money or securé obhgﬂllons from uthu domcshc or forcign

‘imancnl sources (a function lo be performed wuh the LOllLU[I’LIle of ‘the

_ -minister of finance); and _
8)  io request government ministrics, “departments or authorities 10 take over,
o fmamtmn and operaie dcvelopmcnt pro;ocl:. commnss‘.loncd by SDA, with the '

ConCurence of the President.

In addillon to the 'lbovc funulons. SDA has spccml powers of aulhonl) i.e. SDA may gwe .
:dmchons requiring any department or corporation o pcrform functions or dutics relating to '
a dcvclopmem project in or in relation to Southern Area Itis lawful that any départiment or
corporahon to which directions are given by SDA comply with such directions. . In respect
“of all matters connected with SDA's dircction, the dx,partmcnt or corporation in qucshon is

‘supervised and controlled by SDA.-

With the approval of the minister of MPIEANI, SDA can also allocate funds to any public
cotporation or government department to have it carry out such functions as directed by SDA.
The corporation or depariment should be accountable for the expenditure of the allocated

_fuhds.-

‘l‘urlhcrmoru, SDA nny acquire any land or i 'my 1nu,rcsl in land in Soulhun Area for us‘
purposes by an approval of the minister of MPIEANL.  Such propcny is fthmred undef the
Land Acqmstuon Act and transl’crred to SDA '



2.2.3 Organization : . i

S.DA’s functional and resident organization is separated from the "Authority members.
Therclore, description of SDA's organization is separated from the description of Authority
members.  Here in this repont, the “organization” of SDA denotes SDA's functional and
:rusulcntorgammhon whcre as the “constitution” of SDA deiotes SDA'S Aulhonly mcmbu
setup. ' -

Since SDA‘is:sI'ill in the pr@ccsé of formation, its organizational struciure is far from firmly
faid oul. The provisional chart prepared by the Presidential Task Force for Southern Area
: I):vclopmehl s shown' in Figure 2.3. The following. is a dcscnpnon of SDA's ‘
" _Orgam?ailoml suup as provldcd by the Task Force.

'lhc Chairman also assumes the post of the director- -general of SDA. Under the director-

gencml is the '1ddmonal director- -general. Since the director- general is not serving ‘on a full

*time ' basis,  the addmonal director- gcncral will . h'm overall responsibility for  the
.u!m;msir.mon of SDA. o

The basic organimﬁonal principle adopted for SDA is zonak i.e. rcspons:ibilily is o'rganizcc_l .
and divided according to gcogr'iphlcal units. - Thus, there are two regional directors under
lhc additional dlrcclor-gcncral Each regional director i‘nS respbh’sibilily to plan and
coordinate the entire dcvcl_opmenl cffort in histher zone. - Under two n,gloml directors will
be four resident directors. = Each rmldcnl director will cover a sub-zone consisting of
approimately 10-15 divisions. There will also be two deputy resident directors, éach of
whom will assist the two resident directors in his/her designated zone. &vctopment
administration for Southern Area is thus divided into a nuinber of small zones all the way
down to the development managers” lcvel as seen in F: gure 2.3

‘Within the orgmxi?alion of SDA, there also will be a director in charge of monitoring and
evalealion, a dmclor in charge of admumtrai:on and’a chiel mlcmal audnor dmclly under
the .uidmonal director- geneml 4 ' :

Oné unique feature of the proploscd structure is chlopinint Trusts.  The Dx,velopmen(.
Trusts are decentralized, penpheml units of SDA whose main function is to plan and.
administer Rcsou:cc Centers’ in respective areas. - They will be managed by a board of
rdstees.  ‘The board will consist of seven membeis including (wo appointed by SDA.
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In addition, there will be one consultancy company and joint i\'éillllrc .cdmpanics:u.ndcr‘: '
- SDA's broad jurisdiction.  The consultancy comp:ihy, also a joint venture in itself, will be

formed with SDA's equily participation.  This company will provide SDA with various
“kinds of sectoral experlises, such as infrastructure, jrrigation, agticulture, industries and so
* forth, needed to pcr[orm its functions..  Other joint venture companies will be created as.a.
“means to seck private sector pquncnpahon in development efforts. Many of those: are
- supposed to belong to lhe productive sector such as agro-industries and textiles.

2.3 '- Monitoring and Progress Reviewj Divisiolh '(M&PRD)

The Momtonng and Progrcss Rcvaew Division (M&PRD) was established at the end of :
1994 w:thm the then MFPEANL. : Before its establishment, momtormg function was
pcrformcd by the Dsp'arimenl of Nauonai P!anmng (DNP) in addition to project p]zmnmg .
function.  Within this setup, however, _project - monitoring  was - not properly done. .
- Considering that such malfunction was derived from that particular ‘organizational setup -
under which project pl:mning':mid mo'nitoﬁng _.were performed together: by a single |
departiment, the Government established M&PRD-in_order'to’ introduce a: third ‘parly's

obje_ctivc' view into projccl monitoring. -

M&PRD was strenglhened in 1995 in ordcr to step up the Counlry 3 momlormg and
progress review function. M&PRD is currently responsibie for monitoring of nauonal and
sectoral déveloiamcm prolcc_ts and programs . planned: by DNP. Thetefore, ' M&PRD's
current functional and brgﬁli?alional setwp is principally para‘llci to that of DNP. | However,
the Post [lvaimuon Unit, in charge of the cvaluation of pr0_|ccls and programs implemented
in the past, is unique to M&PRD M&PRD's five functional units are:

1} Agriculture Sector Unit,

2)  Industries Sector Unit,
3) - Human Resources Dcvélo'pment Unit,
4 lnfraétnlcltafc Sector Unit, and '

5) . Post Bvaluation Unit:

M&PRD's majoi‘ activity is'quaﬁeﬂy progress review of national and sectoral projects.  Its -
" quarterly progress review meetings are held, in general, with the attendance of officials
concerned, and representatives of DND, the Department of External Resources (DER) and
the concerned line ministry.  After such a progress review meeling, a quaterly report is

prepared for the consideration of necessary actions.
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* The Post Evaluation' Unit evaluates those past projects which satisfy the following four

criteria:
1§ the prdjcct has nalional importance;
2) the project is forugn funded,
: _3) the basic project documents are avallablc and '
“ 4y 0 the prOJccl s evaluation can be hzmdicd by the ﬂleldbk: staff and resources in
lhc unit. ' :

'_EValualion is carricd out in consul_(alioh with DNP and DER. Funding instiiu[ions may
also request the unit to evaluate some specific projects by paying evaluation fees. .

2.4 '.Dep'arlme'nt of Natiogal Planning (DNP)

The Department of National: Planning (DNP): preparcs and produces cach year a Public.
Investiment ngram (PIP), which is the Sri Lanka's national mvcslmenl five-year rolling

pl:m Line ministries use the PIP as a gwdelmc for their investinent activities.

Foi'llie;ly, DNP was part of MEPEAN] but, following the Ministry's reorganization in

March 1996, it has éome under the new Ministry of Finance. . Under the direclbr—'gcnua! of

. DNP, there are four major funcnom] umls headed by four dlrectcm., namely, the Direclor of
Agncultun, Sector, the ])1reclor of Induslrics Sector, the Direclor of Human Resources |
Dx,vclopmcm and the Dircctor of Infr'lslmctun, Sector.  Bach of these directors looks to

 his/her fesponsible ‘sector for the plannmg purposc. ' ' |
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CHAPTER 3 ~ PROBLEMS WITII ADMINISTRATION

‘Having analyzed the administrative organizations and system of Sri Lanka in terms of the
development administration, several probiéms are identificd.  Rationalization of central
govc"'rnmcnl porlfolids‘ is investigated under the ADB technical 1%Sishncc project. Duc
attention should be given o cxlstmg proh!cm» in : planning  for lhc Soulhcm Arnj
| developmient.. ' i

3.1 l)ifficullly in Coordination and Implementation

" The foremost problem is the dif ficully in coordin'uing'agcﬁcic&;' concerned and in geting
" things done. ~ Admittedly, this is not a problem vnigue to Sti Lanka but puvmlmg siluations

are such that the problem appears pamc_u}arly serious. - - Several aspects nccd mcnllomng
3.1t Disorganiz_cd sectoral administration

Sbctorftl afrrangement among central ministries is neither systematic nor’-ra'lidnal . Some
sectors such as transportation are finely ubdwnded and the subsectors are qdmunslcr:,d by
several munstrlcs comcmed There is no reason o justfy such a particular sectoral
arrangement. Convcracly, there are cases whm, several scctors which are totally unrelated
to each other comé under onc single mmmry This kind of ministesial setup. certainly
canses, inefl: iciency and works as unpcdmx,ms in ';cclomt coordm'mon - Becausc there is no
hierarchical order speaﬁcd among : ministrics hfmdhng the related subsectors, no onc
ministry can “have _lh(_: aulhonly t0 make decisions in the sectoral coo_rdmauon process.
Furthermore, such a multi-subsector-ministry setup makes comprehensive evaluation of the
peirformanc_c of sectoral projects difficult.  For instance, an accurate sector aggregate of
investment amount becomes hard to oblain because of this setup.

3.1.2  Little initiative and accountability

' Undér the present miuiStdi’tl syslem described abbv “most decisions with rég‘ard o
planning and coordination of - dcvclopnmnt projects are jointly - made’ by - coordinating
* committees consisting of rgpru.enl'mvcs from several government organizations concerned.
Those represented org‘unmuons arc thus jointly responmblc for the pro;u:ts ‘under
* discussion.  In other words, no single organization is held responsible for the pcrfornnnce
of aﬁy development project. Lack of initiatives and accountability casniy results from thls

arrangement.
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3.1.3 Frequent discontinuity

Project coordination and implenkntation have also been hampered by [requent organizational
‘changes in the Central Government, I Sri Lanka it is fairly common to create a new
“institution or sccnon when one exisling section or agency is found to function poorly The
new orgammhon takes Over the functions of the existing one but this causes duplication and
‘discontinnity. - Past cibcricnces accumulated in the existing Ox'éaniyntion é_rc:ha.rdly_ passed

over to the newly created one because of this ‘organi.zalional as well as pcrsu:{ncl

discontinuity, Crealing a new insliliation may appear an casy solution bul it dflen-prO\'es
~otherwise in practice. Coordinaling and implementing dcveIOpment projects require good
'cxpcnencc and in many cascs it would be a 'more advisable Opuon to try to 1mprovc the -
cmsung orgamzanon when its performance is below expu:l‘mon

3.1.4  Policy nol .fOrn_l:lﬂEll.(,’d by thé ministry

One of chief rcsponsnblltucs of aline nnmslry is to fonmulaie policy on lhc, sector in charge.
However, there ase several case% in which policy formulauon is, in effect, delegated to
: respective unplcmcntmg agencncs undu the ministry. Stncliy speaking, this can be a BIOsS
' ncgligenc«, of the ministry's duty - Without a clear sectorwide policy set out'by itself, a‘line
: ministry can nc:thcr review nor evaluate properly the pcrformancc of the nnplcmcnung
agencies. ’ :

3.1.5  Insufficient hﬁll’ds-dlliexpei-iéllce

One reason for the underdeveloped skills for project coordination is timited opportunity for
officials to gain fusthand experiences in oversecing'lhe project implemenlation. Because
foreign funded projects are closely monitored and evaluated by do’nors,' lne ministries could
simply rely on thcsc'rcpdrts produced by donors wit'hdul monitoring and reviewing -the
'pll'oj-cc'{s for tltcn{sclvcs.: Lacl\mg flhlh'md t,xpcncncc of going lhrough such a process, ’
:Imc ministries gcnelally fail to acqum, compclenm, in project: coordlmlion because '
monltormg, progress review and situation amiysns are the main part of project coordmation
Although it may be unncczssmy in the short run for edch line mlms!ry to pcrform its own
monitoring and progress review of forugn funded ;)r()jects, it should acquire such capablhly
in the long run. ‘ '
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3.1.6 Insufficient del_cgalionl of aulhority

Most government organizations are hierarchically organized, wilh a few top officials
assuming an unproportionately heavy b:sponéibility over various, often even minute, maters,
: DLlcgauon of aulhomy is very limited. * This, on the one hand, reduces the top ofﬁc;'ﬂs

:. productivity, On the other, this situation nnkus decision making process extremely time
. consuming bu:ause of lhe unduly lcnglhy c1rcu|al|0n prom;s needed from the botlom to the
- very lop. ' L

3.2 | Ambiguous ‘Ce:;ter-Provinée-Local' Relations

- One major problem lies in the relationship among the cenlr'ﬂ provincial and local
: gchrmhcnls Because * the ‘whole' administrative syslem is not clear- cul yet with this
rcspecl confusmns and dupllcatmns r»sull

'3.2.1  Devolution as a national issue

: Wuh n,gard to devoluuon sone peoplc cxpn,ss hcqntauon in unpowenng the provmces on

the ground that the devolution nught jeopardize the Country's unity. - Such a fear may have _
affected the formation of Sri L‘Iﬂk’l s public administration system in spite of the clear :
' conmmmcm to devolution indicated in the ’lhlriccnth Amendment to the Constitution. This f
Country's current syslem 1$ actually a highly centrahzcd one in us pmcuce despite the

conslmltlom} provnsnon to lhe comrary
3.2.2 Devolution wilhdul financial backing

There is an inconsisténc’:y between the laws and actual practices with regard (o devolved
issucs.  Although the Provincial Councils Act, No. 42 of 1987 and the Thirteenth
Anwndmenl to lhe Consmullon indicate the devolv ed functions to the provmcml councils,’

necessary n,sourccs ‘to properly exert such funcnons arc-not made avarlab]e to provmcnl
ministrics.  Since pxovmcnl councils cannot carry out whal they are supposed o, the
Central Government often mtcrvcncs créating functional sections of its own to pcrform the
dcvolvcd funclions, apmcuce totally contradictory o the lcgal provlsmn '
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| -‘;'3‘.2'.3 “Ambiguity as (o Pradeshiya sabha

The Pradeshiya Sabhas Act, No. 15 of 1987 is not clear about to what extent Pradeshiya
sabha can exert its power. régarding publié health, public utility services, public
'lhoroughhrcs and other general ficlds.  Also, Pradeshiya sabha's financial basc is. very
limited. - Such l"manc;al hmltauon makes it 1!most |mpo';51blc to carry out their funciions
sti puhlcd in the Act.

3.2.4  Parallel secrelariats at the local level

- A more serious problem is that lhere" exist two parallel adniinis(rativc units at the local fevel.

" One is the secretariat of local aulhonly, Pradeshiya sabha, and the other is the divisional
secretariat of the Central Goverament. © Such a dual system is confl using on the one side and
not efficient on the other in ‘the utlhzauon of human resources available within the provincial
council. Gcner'ﬂly, Pradeshiya sabhas and divisional secretariats dre both staffed with
officers from the same personncl pool, the Provincial Public Scrvrcc There is no reason lo
: keep the two secrefariats separate for local adnumstrahon

'3.2.5  Little feedback from the local to lhé Central de_efnment

Devolution has removed local gox ernments out of (he Ccnlral Govemment s comrol to place -
vnder proviricial councils. As a result, formal direct channels of conimunication between
the Central Government- and the local governmeats  hive _becn lost with rt,gar_d o
dcvcldpmc:nl_proj@xts.: The only reniaiﬂing channel is DCC which representatives of both
Peadeshiya sablas and central fine ministrics are supposed to attend. - However, DCC is not
a formal reporting mechanism among the government secretarials, I cannot be cxncctcd
that all the issues brought up 1o DCC by representatives of Pradeshiya sabhas are duly
rsportcd to relevant lmc ministries.

3.3 Resource Constraints

Resources are always in lmuh,d supply -mcl their shorlages should be regardcd as'a gwcn
- condition, nol a problem Nonetheless, some aspccls deserve keen altention.
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3.3.1  No incentive towards achievement or efficiency

There is no incentive for government officers to make efforts to achieve administrative
-efficiency. They are treated virlually equally regardless of their competence or achievement.
* Also, there is no _pé;nalty for podr per_formancé other than revealed illegal activitics. © Under
such circumstances, administrative productivity cannot bc‘cxpcct:‘cd_td i]jlprO\'cﬁof itsclf.

3.3.2 :Lack‘of monitering and evaluation skills

Usually, line ministrics monitor cach dcvélopmcm project only by disbursement. © A mere
disbursement |1_10hilbring. however, does not indicate to what extent a development p_mjcci
has been completed.” Tn order for the ministries {o know progress of development. projects,
they have to monilor physical performance by aclml!y Jooking at conslmclion' silcs scuing
suitable mdlcalon. which reflect project pmgmss and checking the disbursement account of
cach project with its physical development. - Even though most of the projects are fomgn
funded, liic ministrics “should not completely rely on donors’ monitoring.  Without
" accumulating’ their own experience, line minislries cannot acqmrc compclulcc to pmperly:

carry, out thc monitoring function.”

In project evaluation, not only. results but also impacts on socicly should be taken into
account.  However, impacts are exciuded from cvaluation dohc' by ministries.

- Furthermore, pro;ccl cvatuation should include review of difficultics f'tccd in the course and _
of actions taken by the lmplemcutmg agencies (o solve them. Thcsc are valuable -
information o be fed into future project plmnnfllg and i;hplci_ncmmion. Unfortunately, such
conmprehensive project evaluation does not seem bcing practiced.

.33 Insufficicnt technical expertise and competence in the province

‘D'_cv:olutio'n has legally authorized provincial ministries to have their own ju’tisdiétion.
:Howwcr, this move .h'is not been sﬁpplcmcntcd wilﬁ necessary human_resources. Asa
result, & shonage of human resources is keenly R.Il in the provmcm] ministries. © For
instance, according 1o the 'Ihlrlecnlh Amendnient to lhe Constitution, IRDPs should be
coordinated solely by the provmmal ministries.  In practice, however, coordination or
implementation facilitation of IRDPs is done by RDD of the central ministry, MPII;ANI
. One reason for RDD's involvement may be that provinces do not have sufficient technical
expertise for such coordination. = The fact that government efficers in general do not



welcome assignments to peripheral arcas suggests the difficulty in posting qualified officers
in resident offices located in provinces.

3.3.4.  Limited capability of Pradcslliya:sabha _

- Human resources available to local governments are seriously limited. The situation is
“ worse than: that of provinciaj ministeics. As shown in the organizational chart of the
: Alpiliyfi Pra:dcfshiy'a sabha {Figure 3.1), "Pmdes'hiya sabha does not perform planning and
coordination furictions, | ' - :

'3.3.5  Gap between the devolved functions and funds

Thcrn, is an 1mb-1]ance belween the {unctions’ dwolvcd to lhc provmcc and lhc fuuds available
o it. Although: various administrative powers and functions have been devolved to the
. provincial counycds,- they ar¢ financially weak and thus unable to take relevant actions for
their provinées' development.  As will be ‘discossed in lhe fol[owmg section ‘on the
estimated investmient allocation to Soulhem Area, most public m\mslmcnls in the provmccs
are done cither by national institutions or by usmg transfers from the Central Government to
~the provinces for already spccrﬁed puiposes.  To be tnie to the spirit of devolution, the
provmas have to be awarded sufficient dlscretlomry funds. T he provincial cotncils have
lmnlc-d power (o generate their ow incomes through various axes, fecs, stamp duucs fines

'md the hkc but sta!f 'md other fesolice comlmmls prumt them to eXCICISe lhur power
3.4 - Problems with SDA

The newly created Southern Development Authorily (SDPA) is stifl in the process of
organizing itself.  Some drganjzational problems are already evident, however.

3.4.1  Zonal organization

~ According to the present proposal, 'SDA will be organized zonally; thatis, its administrative
. responsibility will be divided a]ong the geogrdpluca] rather than sectoral boundaries,  This
~zonal organization has a few, potentially very scuous shoncommgs First, it will not
- fosler regionwide perspective essential to the SDA's mlss:on. SDA must sce 1o it that each
-and every project in Southern Area be formulated, prioritized, planned and implemented
“within a consistent regional fl’améWO{l{C. “The zonal division of duty does not facilitate this.
-Second, the zonally organized SDA would mc'rcly duplicate the functions of the existing
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govemm{*nl apparatus in the provinees, districts and dw:s:ons ]i)cal cominunitics are
alrcady represented zonally; what they lack and need is the sectoral rcprcscnlat;on across the
region.  SDA should spearhead them in this dircction.  In this connection, resource
centers originally proposed by SDA may be instrumental in infusing the vision and
frameworks for the Southern Arcaregional dwelopmcnt and encoumgmg loml mstmlwes for‘
- project dcvclopmem and lmplcmenlfmon o

' 3.4._25 'Demarca(ion between' SDA'and other government institutions

“The law is not clear-cut about how SDA's duties’ fit ‘into the existing system of
- administration. * Funclional demarcation between SDA and other government institutions
‘has not been "‘c[ea'rly drawn.  Consequently, misunderstandings, -::i_xisgivihgs and
- duplications tend to happén among'lhem.:‘ Itis urgchtly needed for the Government ©o draw
" aclear, effective and sustainable demarcation among the related government institutions.

3.4.3  Heavy reliance en outside technical expertise -

-SDA has a pfmi to rely heavily on outside le'chni(:ai expertises by establishing a joint venture
consultancy cdmpahy. : The conccpf of tapping oulside expertises is justifiable in itself. |
li_owcvcr, if SDA does not keep its own corps of technical staff at the same time, this
concept can be' counterproductive. Lacking its own cxpcrlsfo'n Scclo’ral development and
projecl coordination, SDA could ncither oversee the consullancy conipany's work nor
evaluate its owtputs. . Smnlm ly, SDA could not coordinate lme ministries swhshctoniy, if it

lacks experienc'cd _admm}slralors within.
3.4.4  Equily participation schemes

SDA is also planning to éshblish various joint venlure companics of commercial nature
' 'lhrough eqmty pmmpauon There is a nnsgwlng that this schcmc could be t'mhunount toa
: dlscmmnatory subsidy for a limited number of mvcs{or:. in Southern Area. SDA's

mlennon is to sell of{ its shares to other cquity hoIdcrs of the investee company aftcr its
: operauons are stabilized. Cons:dermg the prevaiting situation, however, it is dubious that
SDA's holding shares will be valued properly or that shareholders can easily sell their shares.
It is therefore very ltkely that this equily pasticipation scheme ends up with giving away land
to the sclected entrepreneurs.  If such companies ‘suceeed in cstablishing themselves as
viable business, this scheme may be justified to the extent that it cuatcs,mlp!oymmt
opportunilies in Southern Area. ~ If they fail, the benefit of the investment will be totally lost.
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~SDA's equity participation in infrastructure and atility companies can be justified, however.
Joint ventures of this nature should be regarded as the private sector’s pasticipation in the
public investment projects.  This scheme deserves [ull suppori and active promotion.

i
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'C}IAPTE:R 4 f RECOMI\'IENI)A_TIONS‘
4.1 Development Adminisiration
E 4;__1.1 Reorganize :ihe'm_inislries sectorwise

]l is q{longly rwommcnded o reorganize the c-,nlral ministries 1long lhc clnar—cul scaoml
lines. Bccausc of the past frequent struclural changcs within the Govunlmm qomé
sectors have been dn ided into a few subscclars to be administered by as many scparalc
ministries. It 15 necessary to rc,orgam/c the iinistrics so that closely related subséctors
. come wunder one . mmlslry 'lhls setup will ffzcmmte secloral coordination because the
ctary (o that numsuy can’ without ambiguily assume the pwot'll rolu to coordinate the

subsectors wn!h rcga:d to sucio:al issues.

Anolhcr benefit' of the reorganuauon is “that it will expcdm, the formulallon and3
3 lmpluncntahon of CO!_]lp[Ch{'.ﬂSlVC : pohc:cs‘pcrtmcnt lo the sector. By collogatmg
“subscctors under one minisiry, communicalion among thein will increase leading (o better :

informed and inlégfa(cd planning and policy making.
4.1.2 'fCIa'rify'l(:*a(lc:'slli'])“ail(!‘ responsibility in coordination

Ui}cicc_ the cun"ent';ypiéal sctup, no single séction or organization can take the ultimate
responsibility for project coordinilion This is bcbause most project coordination is jointly
done by several sections from different nnmstms wnlhout spcm{'ymg who will take the
ultimate rcsponsiblhly. It is recommended to always clarify who should take initiative and
responsibility in coordinating a project. By making a smglc scction accountable for the
results of each project coordination, the Government can expect better performance from the

scction in question.
4.1:3.  Stop creating redundant organizations

- There is a tendency in the Go.vémlmi:n‘l to éstablish a new institution or section scparately. if
the institution or section currently in charge performs poorly ‘This approach appears an
- easy and quick solution but, in rcallly, it may prove very costly. Itis coslly because past
© experiences will not be fully utilized. It is particularly so when lwo organizations do
practically the same job and cither one becomes redundant,  Crealing a new organization
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should always be a last resort. It is recommendable to use the approach of intcremental

improvement in existing organizations.
4.1.4 Have ministry do policy making

. Some line ministries dclcga'lc'thc funclion of sectoral ;poliéy formulation tb their rc<:pcciiv

- imiplementing agencics. © In ‘such cases the line ministry cannot prOpcrIy regulate the
implementing agencies lackmg its own policy with ug'trd to the sector. Palicy formulat:on
- is the forunosl function of the line ministry and, without i, the line nnnisirjf' role will be
reduced to a mere fund provider, channeling the government budget o the mlplemcmlng
“agencies. Thc line ministries should formulate the sectoral policies for lhc:mclves '

Expertises needcd to reinstall the pohcy making funcuon in thc !mc mlmslnes may: be
lransfcmd from their lmplemcnlmg agencies . as a shorl-term measure.  In the long rim,
'howcver each ministry's own ofﬁccrs should be trained to take over the function. This is

‘prcfcrred for neulrallly
4.1.5  Xiprove imonitoring and evaluation

'lhcre are many momtormg org'm:zauom among central ministries as wcll as provmcml
ministries. Howcvcr their momtormg is largely luthd to a status rtpor!mg aboul budgf:lE
d:z.buracmuu In view: of bcltcr prOJcct m:magcment it is nccessary to stcp up their
momlormg from a mere dcscnpl:on of the project's cumnt smtus {"passive momlormg“) o
one onented to the identification of problcms and correclive acuon:. ("active momlormg")

Some departinents in central ministries hav e already started moving in this direction rualmng
the importance of physical as well as budgetary monitoring of a project.  However, what is
monitored as phyucal performance is far from detailed indicators : of lhc pr0jcct s 1ctmj-_
progrev.s © B most cases; indirectly collected information is used for physical monitoring.
Furthermore, progu.ss of the project is measured and indicated i in \'cry general terms: level 1,
level 2 and level 3, or as the pergcm'igc pomts to the project completion.  This typc of
information is just appropriate n’some cases but there are other cases where it is aot, - For
them more detailed physical momtormg is in order. |

To promo!e dctive menitoring and cvalmlmn wluch ldcnuﬁns obslacles, suggesls sohmons
and dc\’lSBS corrective action plans, {wo major recommendations can be made.  First,
monitoring should be done in close contact and collaboration with the people working at the
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projéct site.  When a project is undcr W‘\y, peoplc whe are in the bcsl posmon o acqum,
information about the project status is those who are at the project site. * Directly faced with
various obstacles day by day, they know what the critical problerns are. By utilizing the
firsthand information at the project site, aconsnder‘\blc number of problcms can be propcrly
- identified and qolvcd '

‘_ Sccond, use of standardized formats for monitéring and evaluation will hélli lh order to-
fully nmtltullomlwe and utilize accumulated experiences of the pI‘O_]CCl implementation,

uniform formats by types of project mom[ormg should be developed and used as official -
momtormg and evaluation formals across the Governnwent.  For example, such formats

may include the following mi‘ormallon

1) - quantitative information,
- 2)  qualitative information,
3) pérfonimn’éc appraisal,
4y suggested actions, | .
5y - proposed revisions in the Tinpléementation Plan, and

- 6) other special meations.

| 'Although the '1b0vc list appears very extensive, the l'ormals shoulcl be concise. Qualitative
mform'mon has to be brief but ohjcclwc and COI]CFL(L '

4.1.6 | Chaugeilhc' ways how jobs ave done

- Itis necessary to drastically modify the ways how jobs are done throughout the government:

offices. Three major recommendations arc as follows.

- First, there should be a clear principte of lhe'division: of labor particularly between top
~ officials and middle-tier officers. _T._hal is, ihf_: lop officials miake policy,:and the middle-tier
3 C;fﬁcers'c:irr:}' it out, Hfgh rank officials s'hc_)ul'd delegate some d_ulhojrity to the z_niddic—_ti'cr |
officers'so that the Tatter can make decisions with regard to matters requiring relatively sriwall |
“amount of disbursement and having little bearing on the national policy. In this way, the
top officials will not have to use their time for routinc or miscellancous works and will be
“ablé to concenlrate more on policy-i’elatéd matters. * Itis thus the top officials’ responsibility

in cach ‘organization to formulate and announce the organization's administrative policy

clearly so that the subordinates can understand their organization's policy and malac -

decisions on the basis of it.
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Second, the middle-tier officers should be made accountable for their judgments and
decisions once some authorily is delegated to them. ~ An officer's accountability, in this case,
“means the strict © esponsibility owed by hinvher as the resulls of his/her decision making
based on the authorlly dclcgatcd to hlmlhcr With their accountability clearly defined, their
-pcrfonmancc can be judged accordmgly | The officers’ performance in terms of reliabiiity

‘and responsivencss will improve.

:Thifd, there should be a-rcward-pcnaily'systcm institutionalized for the middle-tier officers.
Thcy should receive a reward for good performance and a penalty for poof performance.
In order for such a system to be effective, job demarcation among all officers needs to be
‘clearly specified. - In the case of shared rcspo_hsibility of a single task to be _donc by more
than two people, those who are jointlyi responsible should be treated in a uniform manner or
the teader responsible for the whole result should bc"c[carl); determinied b_eforizhand.

Needless to say, the above recommendations are all based on one crucial assumption. That'
- is, the top officials can trust and believe in ihc1r subordlmtcs in terms of their compctcnce in
"iChl{:Vll'lg the tasks ass1gncd to them.

- 4.1.7 ° Allacate more resources to provinces -

In order to make the current pr_mrinbia_t council system effective and, accordingly, for the true
' d_ex}ol_ution to take place, the imbalaice be{:wce'n th¢ devolved functions and the available
| rcs_ou:rccs in the provincial ministries has to be resolved.  Even when nécéséary expertises
are not available in the provinces, the Central Government, as a matter of principle, should
not take over the provincial ministries’ role as in the case of the IRDP coordination, . The
Central Government should instead provide required human resources by transferring
competent officers to the p}ovinlcial ministrics. '

- With regard to financial resources, the Min_islry of Finance's policy change is nec‘esswry:as' o

“how (o allocate the government budget. lm,reasmg financial resouree dlscmuonanly
available to lhe provmcnl ministries is crucnal {e} vmluc them.

4.1.8  Streamline lhe geviernlnent system at the local level

As in the case of the provincial ministrics, the local governments, particularly Pradeshiya
sabhas, are faced with serious shortages in human as well as financial cesources.  In spite’
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of these shortages, the government system at the local level dupiicatcs its major' functions.
Besides the local govcmmentsf, there also are the divisional secretariats at the same local level
as the agent of the Central Government and the provincial council concerned. Bcing
secretarials to the governments, the divisional seeretariat and the secretariat of Pradeshiya
sabhas share similar tasks "aﬁd arc both staffed wih officers from‘ the Provincial "Public
Service. If the Central Gowmmem decides to entrust the work currently doric by: lhc
divisional secretarials to the comspondmg local govunmcnts by pr owdmg necessary budgct
the two secretariats can be mlcgr'itcd into a strengthened government secretariat at thc local

level, which works for bothi the central, provincial and local governnients.

'Wllh regard 1o thc ﬁnancml resouuc shortage, thc Central Govuument as well as the -
provmua] councils should change their bud geting pohucs $0 that the aclual budgct 'ﬂlocalton

is cons:stcut with the dwolved functtons to the lom] govunmcnls
4.2 SDAs Organization and Fuiictions

Some problems associated wilh SDA are-described in Chapter 3. This scction elaborites -
two sets of ncommendauons to ucufy the proh[ems One scl deals with its organization,

and the other with its functions.
4.2.1 Recommended organizational structare of SDA

SDA’ s‘orgmimlionat structure sh'ou“ld be rcco::sidcnicd As mentioned in Chapter 3, SDA's
orgﬁmmuonal stricture proposed by the 1 l'ask Force has two l‘[ﬂjOl’ problems: - 1) lack of
functional (or sectoral) directors within SDA ‘and 2) difficuly to foster an smcgratcd view of
Southern Area for regional development. . Also, some important seclions are missing from

the present proposal.

Sy 'S¢ctorat‘DC\_’clc'>pmenl Divisibny

- First l'LCOl]]IHLI]d'l[lOI‘I is that SDA should be organmd ajong secloml lmu;, nol zonal
- boundaries. It will be cffectwc to create the Sectoral Development Division which may
have the Agncullu_m! I)..ve]opmenl “Unit, Industrial D«,vdopmun Umt Commemal
- Development Unit and Infrastructure Dovelopment Unit.  SDA is cumntly movmg in tlns
direction, recruiting its own sector experts, ' ‘



@ Regional Planning Division

The Regional Planning Division as a staff function of SDA should be created to ensure the
integrated ' regional development.  The division will wtilize informatioi acquired by the
sectoral development units for its regional p}ﬁnning.

3y - Panicipatory Development Unit

It is rewlmnuldcd to Lsi‘\bhsh the Pmllmpatory Development Uml headed by Addmonmlf
Disector P:uhc;paton} Dwelopmcnl - SDA should have its own dxscn.honary funds to
. finance some local projects for the Southern Arca dcvclopment As elaborated laler, one of
© SDA's recommended functions should be ﬁn'mcmg development pchcts proposed by local |
. conununities or NGOs. Pr()]ecl proposals are fust sereened and selected by the provincial

ministrics responsible for the local dcvclopmcnt issues.  SDA will then decide which
- proposals be aclually funded by SDA based on its own ﬁmncmg policy or guxdclmcs in line

with the regional de\elopm{'m vision.  This Unit will handle al lmltcrq related to this
, procc’dlire If this scheme is msi;luuonah?ed local communmes and NGOs will have nol '
5 only funds to implement their own pr())cct'; but also opporlunmcs for on- the-job lrammg in

development activitics.
(4)  lovestor Support Unit -

'Anoliur rt.commended sectioin whuh as nat mcludccl in the l'lSk }'ouc s orgmumuon'd
slnlcturc is the support service seclron to private lﬂ\’CSIOI'b n'unely the Investor Support Uml

~(ISU), headed by Additional Dircctor Investor Support.. The inain responsibility of ISU is
to provide private investors with useful information.  For hiring of employees, ISU will
provide investors with referral service by which investors can reach, for example, a job
placcmcm écntér in order to find out-what kind of human resource are availnbic to them.
Another key service of ISU is land .acqu;smon support service for investors. - ESU will hclp:
investors find their’ business sites. Some other support services will also be ava;lablc
_Fihml(ing service will be provided through a joint venture company t(_) be established by
SDA for 1his:péarlicul'u purpose. - ISU is important bct'ausé investors once satisfied with
ISU's services may beconie slrong investment promoters lhmmclvcs in favor of Southern
Area. ' As prov ed clsewhere, referral by the satisfied investors is a very effective means of
invesiment promotion, ' ‘ '



o) lnvcslmem_Promotién_Unit

Another section to be recommended is the Investment Promotion Unit, which will ¢ carry oul
1) image building of Southern Area as a new investment destination and 2) investment
inducement through direct contacts with' prospccuvc investors. Inage building aclivities
include advcrl|scmcnl thfough media, attendance lo investment cxhlhnlons, anangcmcnl of
investment promouon il‘llSSlOl‘lS, and arrangemeit of gcncral investment information sessions.
Imeslmenl inducement aciw:ucs are aiming at direct conhct with investors such as sending
direct mails, investment promohon mlssmns and sess:ons for spemﬁc industty sectors, and

Compan) vm{s

F}gun, 4 1 shows the rccommcndcd ‘organizational structure of SDA.  The proposed
functions of the lnvcstor Support . Uml and the Investment Promotion Unit may be -
'performcd by the newly cruascd Busmess Center of SDA. A few additional notes will

follow.

Under the current plan, SDA will depend largely dn the joint cénqt:llmcjr company for the

noccssary sectoral cxpcrhscs - Although prwatc sector expertises should be helpfol, such -

an independent consultancy company should not be the body r»sponmblc for secctoral
coordination.  There should be SDA's internal sections cach of which has its clear policy
for the sector concerned so that &t can superv;sc and coordm'ue scctoml development from
“the public standpoint.  In-house experllacs are needed in order for S‘DA (o perlorm'
phnmng and coordmau()n functions properly. ' ' Lo

- Induostriat ztming is on SDA's agenda. - Et should be noted, however, that zoning itself does
not guarantee that private investors will come to invest in the designated zones.  On the
contrary, such zoning cotild hinder investment if some restrictions are placed on the land use.

- One restriction Should be posed :wilh' régmd to joint vémurc companies to be established by

- SDA's equity pmmpahon SDA may pammpatc in companies in the infrastructure sector '
or any business of public natun, such as tclcconmmmcatlons but should not parlicipate in
the produclwe sector such as texnlc and agro- proc;ssmg If SDA enters busmesses of very
- private nature, its investment ‘in kind can be cqua] to subsidies for such comp‘tmcs In
these cases, the benefit of SDA's investment will not be exténded to the public.



'4.2.2 Recommended functions of SDA

According to the law, SDA may have all power and authority necessary to develop Southern
~Arca.  However, one question quickly ariscs: how (o draw a line of functional |
‘demarcation between SDA and line ministrics/agencies oh the one hand and between SDA
‘and the provincial councils on the other. - At the national level, line m_inislrics and agencies
‘ -thavc responsibility to implement national sectoral p_r'ojeels,' some of which may cover _
 Southern Area partially or eatirely. ‘Even though SDA should be concerned with those
projects, itis neither likely nor practical for SDA to completely take over the line ministrics'
jurisdiction over the sectoral projects related to Southern Arca: At the provincial level,
provincial minisiries are also coordmmmg provincial dc\clopmcm projects based on the
‘ '_Consmuuonal provns:on over the devolved i iSSues. Thcruforo, SDA, a Central Government

agency, cannot and should not take over lhc provmcnI councul s Icgltlmatc funcnons

Wilh regard to this gestion, _lhc. follcw;fing thee principles should apply: 1) as for the
public investiment projeets, SDA : should limit its function to planning, coordination
- facilitation and monitoring; 2) as for private investment promotion, SDA should be active in
close cooperauon with BOI and provincial niinistries; and 3) as for inter-provincial pmjecls,
public or prwate SDA should take leadershlp to coordmate them. |

Prmmple l precludes SDA from -1cqmrmg its’own budg:,l for public investment pro_]ccl% o
- be implemented by line ministrics ‘and ptowncnl ministrics. In this rt,latlon it should be
clarified that SDA should not directly negotiate with DN'P"as part of the formal budgeting
procedure to chsuré respective ministrics” budget all_ocatiori in favor of Soinhcfn Atea. If
“SDA dirccll:y ncgﬁliﬁlcs of coordinates with DNP by using its 'po\vcr cntitled by its
establishment Act, any project in Southein Area can be given discriminatorily high priority.
~ This is against the basic canccpi of equitly in terms of the regional allocation of budgels.
Therefore, SDA's comnmmcauou with DNP should be sclf—rugulated to ‘the extcnt of
;mﬂucncc Ihrough lobbymg for such pro;cc!s o o '

‘Prmuple 2 is itmoduced bwausc BO] is thc rugulatory body for prwatc investment and
pmvmual ministries are also in the position of promoung pnvalt, investment wuhm the
province concerned. '

Principlc' is particularly called for as a function umqm, and highly rdcv‘mt o SDA
Because an inter- provmctal project is usually treated as a combination of a few separate
provmcmi projects and implemented accordmgly, their coordination becomes crucial.
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However; overall resulis have not been 50 satisi‘aczo:ry'. One éx:ﬁnplé is an ‘intcr-provixrlcial
road development project. - In sucha 'pr‘ojcct, adjoining provinces do not necessarily placd
similar priority on their respective road scctions.  Consequently, the condition of the same
road may vary significantly from province to province.  One provirice's investment in its
road §cétions is thus inadvertently discounted by the adjoining province's decision to invest
Jess.  Such'problems can be solved by SDA's intér-provincial coordination, |

* Following are some detailed descriptions of SDA's functions fcgar'ding development

projecls.
(1) Regional planning

One of SDA's inain funcuons is to envisage Southern Areq's l'ulun, and pmpzm, a long-term |
regional development plan mc!udmg national, provxmnl and mlcr—provmcnl projects in |
consultano_n with' line ministries and provmcml ministrics.  Based on ' the ‘regional plan
which'is indicative by nature, SDA will be able to negotiate with-the line ministrics and
influence their decisions aboul the priority of Sou:thcrn Area in- their national sectoral
development plans. SDA will also usc the regional plin as a guide to influcnce and assist
the provihcial ministrics by submiuing. its comments and recommendations (o them: Those
r;commend'mom will help tlic provingial mmlc;meq subst'unmh, lhcnr requesls to the Ceatral

Govemmcm for acquu mg their development budgcl
(2)  Coordination and' monitoring

SDA's role in coordination and monitoriig of the developmenlt projects will differ according
to the project category. Following are the categories considered relevant to SDA's

involvement:
;l) : chlonal dcvelepmenl prOJccls by lmc ministries,
2)  Provincial development projects by provmcnl mi ms!ncs
K} I lmcr-pmvmcml projects by adjmnmg provmcml ministrics,
4)  Private sector de\clopmcnl projects of commercial nature,
- 5) - Privaté scctor det clopmcnl projects of public nature, and

- 6)  Bottom up development projects.

[For those projects in categories | and 2, SDA's major role is implementation facilitation of
the projectls and assistance to the ministries coordinating the prbj;:c(s.- In other words, SDA

)
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will Cxp{‘dltb the prOqu :mplcmentauon by ass:s(mg lhc ministries rcspomublc for lhc'

prajects.

- Tor those projects in category 3, SDA’s major role is inter-provingial coordination which so
far has been taken up by no institution, and implementation facilitation of the projects

through the assislarice to provincial ministries concerned.

‘For those projects m category 4, SDA's responsibility is- private investnient promotion and
investor support in cooperation with BO! and provincial ministrics.: However, SDA should
carefully select prbjects falling in this category when it has to form joint venture companies. .

For those projc'cm in category S, SDA may p’litltlp‘i[c ina p[OjCCl by Crealmg a Jomt vemun,
co_m'pa,ny lnvatmg investment in this calego:y is a very nmpoﬂant lask of SDA.

For those projects in category 6, SDA may take lflc,initiatii'c'to solicit project proposals, but
the first screening df the proposqls; should be done by provincial ministrics because they
have the rt,Sp{)nSlbllll)' to- promote local level dcvclopmenl pmJu:ls Project proposals’
- selected and nqucs!cd for. funding by the provmcn] mmsslncs will then be approved or
- rejected by SDA on its own bws of fundmg gmdcimcs a

- The nbové l'unclion's arc si:;nmarized'in Tabled. 1. It also_in_cludcs some functions of other |

related government inslitutions.



' CHAPTER §  FINANCE FOR THE SOUTHERN AREA
' DEVELOPMENT '

Adminislralion and finance are one and indivisible.  In this sense, recommendations for the
’devclop;mnt administration suggest some necessary changes in the devclopmenl finance.
- Howcvcr avmhblhly of financial resource may be a constraint to such 1mprovcmcnt in
finance. Therefore, in this Chapter, major conslraints to the Southern Area dewlopmcnl
are rcv:cwed and required changes are recommendéd bncﬂy

5.1  Constraints
5.1.1  Current expenditure cxceeding fax revenue

In 1994, Government Budgct deficit increased because of the increase in recurrent
expenditure while capitat expenditure remained alinost thé same.  Despite a relatively high
level of tax revenue collection which accounted for 17. 2 % of GDP; tax revenue was less
than current expenditure in 1994. © Major factors conlrnbutmg to the increase in cu_mnt_
expenditure in '1994 were: 1) salaries and wages, 24.1% of current expenditure, which
accounted tor 6.0% of GDP, 2) domcsuc interest payments, 27.4% of current expenditure, |
which accounted for 6.8% of GDP, and 3) transfers to hous;holds 21. 9% of current
: expcnduun,, which accountcd for 5. 4% of GDP { I"tble 5.1). '

Although there was a policy’ of ?at_iohalizing publi_c scclor employment, the G_O\}emmcm
~ relaxed the policy. and decided to provide employment (o S.Oﬂﬂ-gradiraics as well as to
providé permanent employment to all casual employces in the public secvice (Central Bank
Annual Report 1994, 1526). Also, the Government decided to increase all schodl teachers'
- salaries Sllbslanli’i")' “The policy with regard to welfare was also reversed in 1994,
Consequemly, transfers to households increased by 25.3% from Rs. 22, 557 million in 1993
10 Rs 28,274 million in 1994. * The policy changes about administered pnccs a]so resulted
in (he increase of_ the §ubsudms on wheat flour, brcad, femhzcr_, and so forth.

- Thc above mentioned significant increase in corrent expéndiluré was caused by the sudden
policy cﬁangcs in 1994, * Such current expcndiﬁtrc increase, together w:ith_ the inclastic tax .
“revenue stream, not only resulted in the increase in the government budget deficit accounting -
': for 10.0% of GDP in 1994 but also hindered public investment including caj}ital expenditure
‘of the Government on' infrastructure deﬁclopnwnl. ‘Governmen! capital - expenditure
accounted for only 13.1% of GDP whereas tolal expenditure was 38.2% of GDP in 1994.
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5.1.2  Limited financial resource discretionarily available to provinces

Financial allocation to the provinces from the Central Governinent has been maintained at a
very low level. There are three categorics of funds allocated to the provinces. One
category is Block Grant, a current transfer for the recurrent expenditure of each province.-
- Another is Criteria Based Grant,. a transfer based on population criteria and* economic
indicitors  such as the per capita income. The other category is transfers under the
-investment  programs called Medivm ‘Term Investment Prbgrams (MTIPs), which are
“budgeted through line ministries of the Ccntrai Goverament and !rfmsfcrred to provincial

mlmslm,s for 1mplcmcmauon

"Public investment projé’c{S planned and cdorciinl_atcd by provincial mfnistﬁcs are financed
with either Criteria Grant or provincial revenue as the aggregate of each provinee's in'tcmally '
collected taxes, fees and so forth. -_Provincial_ revenue other than transfers frdm‘ the Central
Government is scarce (Table 5.2). - To cite the case of Southern province, ils Criteria Grant

“received was Rs. 118 million and the provincial revenue 'was;Rs 247 million in 1994.
'However the recurrent expenditvre of the provinee, Rs. 2,120 million, was larger than its
Block Grant,” Rs. 1 854 miltion, in 1994 (Table 5.3). Accordmgly, funds available to

-caplt.ﬂ investment in Southern province bcc*unc Rs. 10{) xmlhon in: 1994 Tlns was the
only funds at the province's discretion.

Total capml tr'msfcrs to Soulhcrn provmcc walh regard to MF !Ps whtch were allocated
based on the lm(: ninistries’ secloral plans, were Rs: 665 million in 1994 (Table 5.4). The
sum of such MTIP transfers to Southern province was more than six tines larger than its
discretionary capital of Rs. 100 million. Expenditure distribution of Southern province for
1993 is available and shown in Table 5.5.

 5.1.3  Financial resource hardly available to local govérnments-

: Finnn_ciél resource avatlable o a ioqal gouiemlﬁent jconsisls‘of 1) the fines and penaltics
collected within each local govcrnlﬁcm's bou’n_daiy‘, 2) the stamp dutics, 3) aH taxes, duties,

fecs and other charges under the authority of local goverameat, and 4) special grants
- allocated by the Central Government.. However, locat govermneni budgél is too small in its
scale.
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5.2 Recommendations to Increase Public Investment in Southern Arca
5.2.1 Reduction in current expenditure

:The pohcy to rationalize govcmmcnl rccurn.m cxpendnure should be enforeed, and frcquem
‘policy changes: which can cause w.'crqal eftects to the fiscal reform should not be madc
The main current cxpcndltun, items 10 be reduced are: 1) sa!anes and wages and 2) :
transfers’ to houscholds. JSust giving cmploymcm to the pcoplc by creating unncccsqary
jobs in the public service increases recutrent expenditure and, consequently, causes an
adverse cftecl to the economic growlh in the long ma by sacrificing capital investment on
II]fl"lSll'llCltllt, Smnhrly, providing wclﬁn W 'ﬂl citizens in the Country will sacrifice

investment forlhc futuwre. o L L

By scfccuvely prwallzmg puhhc cntupnscs, ‘the Govcmmcnt can reduce its expenditure on
salaries and wages as well ‘as other transfers to such pubhc cnlupnscs - Welfare

cxpcndmlr«, has to be delECLd by creating a well mrgclgd Wt.lf'll't.- program
- 5.2.2 Increase in capital allocation to the province

: Nahoml budget should be so o allocated that provmcml ministrics can pcrform their cxp{.‘cud'
furictions propuly ‘Under the current funds '1ll0cal|0n to the pmvmccs effective
provincial dcvclopmcnt projects cannol be 1mplcmultcd by them. Rcsolvmg imbalance "
. between the devolved - funcuons and the - financial resources. wmlable to- the pro\rmcmli
councils is crucn] to make the provincial counml syslcm cﬂ’cctw» in terms of regional
dC\C]Oplllcnl ‘ ‘

5.2.3 lncrease in capital al!ocalion to the local government

As in the ¢ase of the provmc:al budgel loc"ﬂ gcvcmmcnt s Tunds availability should '1150 be
- unprovcd Cum.ntly a local govei nment is nol fully funcliomng p’trually because of the
financial shorlagc 1Ithough lhere is also shortage in human resource: wmhhle at the local 1
devel. By slrcngthcnmg fi nzmcnl as wcll as human r»sourc»s ‘of the loml governmenl local

level development activitics will be activated.
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5.2.4  _.Creating a new financial source for prejects in Southern Area

There is acontiﬁuons resource gap between investment and savings in Sri Lanka.  In order
to finance development projccts without offselting such a resource gap, 'dcvélopmcnt of a
lollcry might be cffective, because a lottery can g'ﬁh'cr maity people's petty cash into a large
sum of fund available to a spcmﬁc purposc at the expense of relatively small amount of

‘refunds to some peopk. who win the lottery.
5.3 Projeé(ibn of Investment Allocation to Southern Province

~ Public investment allocation to Southern provime is estimated for the 1991- 1999 pcriod
(Table § 4) ‘According to the results, the share of Southera province is between 11.8%
and 13.7% of national total” durmg the 1991- 1997 period.  After 1998, the cshmated |
'lllomuon decreases slightly. - Compared to’ the population share of Soulhem province .
(l’% 0 %), the public investment share of Southern province is not sngmﬁcanlly hlgh but
- may be at the av emgc levcl among the cight provinces.

§.4  Estimation of Southern Avea GDP Gl;ﬂli'l]l
.In this sccuon the average annual growth rates of gross fegional domcsnc product (GRDP)
of Southern Area are csmmlcd in order to set scctoral dcvelopmenl targets in the Areain

each phase. F,slumlcd rates for the three phases are sumnmnzcd as follows

 Phase 1(1996-2000) 6.0 ‘%'

Phase I (2001--2010) . -~ 85 %

Phasc HI (2011--2015) 8.0 %
Estimated GRDP distributions by sec_tor in 1995 and 2015 are showi in Table 5.6.

In order ‘to sel hrgx,t growth rates for SCClOfb lhm, arc guidelines derived from the
: dc,ve!opmcnt strategy. ' In Phase I (1996- 2000), the charactefistics of the indigenous
- fesources: based growth: are: n,l'uwcly strong. Accordmgly, lhc traditional qgncullure'

sector's growth rate is high al 3% and the non-traditional ﬂgncullurc sector's growth rate is

- slightly Iower than that of the raditionat agriculture sector.” Growth of the industry sector

as well as lhc services sector is already respectable but h'lS nol realized its full potcnual
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In Phase 1 (2001-2010), the external resources/market driven growth pushes the Southern
Arca development.  The traditional agriculture sector's growih rate decreases to some extent,

“and the non-traditional agricullure sector grows at a high rate of 5%. - During this phase, the
industry seclor grows at a very high rate of almost 11%. - The services sector's growth rate
is also high. ‘ : : '

In Phasc II (2011 2015), lhc support industry and services OrlCl‘IILd growth is the major_
dnvmg foru:: of the Southern Area development. ' The agrlculwrc sector’s growth becomes
margma] in comparison to the population increase in Southern Area.  The industry’ sector's
growth ratc goes down to a sustainable level.  The services sectot maintains its high growth
rate at higher than 9%. o '

" Having cdﬁsidcrcd such output estimation and the guidelines derived frc;m the de’velo;ﬁmcﬁt '
strategy, the range between the upper limit and the lower limit of each sector’s farget growlh ‘
rate in each phase are narrowed.  In lhIS ‘way, a larget annual growth rate for each seetor in -
" each phase has been set with some further minor adjustments in order to be consistént with -
" the average annual growth rate of Southern Area for the planning pcnod - The estimated
growth rates are summanzcd in Table 5.7. '

‘5.5 Estimation of Required Investment in Southern Arca

In order to adueve the mgetcd GRDP growlh for the p!anmng pcnod pubhc as wcll as
prnmtc investment within the Area is nmpemuve Esumauon of uqumd investient is made
based on the past GRDP growlh and investment of the Country as well as the estimated
.GDP growlh rates of Southern Area. In this estimation process, the concept of muuncnta]
cz{pilal 'dutput ratio (ICOR) is used. ICOR is an indicator which shows the efficiency of
invésted capital. - ' '

By deﬁmuon ICOR is thc ratio belween lhe 'umount of investment )] and the amounl of '
GD[’ increase (PGDP) “The smaller ICOR i is, the better the investment cfncn_ency is.

L Gross Domestic Fixed Capital Formation I
‘Increase in GDP s - "AGDP.

* Therefore, required investment capital in Year (t) for the targeted GDP growih in Year (1+1)
. is expressed as below. - :
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1t = IJCOR X  GDPt

'The data used for the estimation of Sti Lanka's national ICOR are shown in Table 5.8. * The .
1COR for Southern Arca in cach phase of the planmng period is estimated based on the past |
"ICOR for the Country. ~ Additional conslduallon with regard to the Southern Area ICOR is
the currently less dcvctopcd econoruic sifuation of Southern Area in comp’mson with the rest
j of the Country and the estimated 'mnual growth rate for Sou(hcm Area in each phase.

* Estimated Southen Are‘1 ICOR and csnmalcd rt,qmn,d lmeslmenl capital for the 1995-2015.

period are shown in- Table 5.9.  During; the phnnlng period, Southern Arca ICOR
continues o dcclmc bccausc ‘of the increased cfflcu,ncy in capital investment from 5.5 in.
. 1995 to 4.75'in 2015. - However, such improvenienl in investment cfﬁcncncy has to be
~ realized by the intensive fixed capital formalioh_during the period.  The ratios of Southern
- Area fixed capital formation (o Southern Area GRDP are 35.8 % in Phasc I, 42.7 % in the
- fisst hal_f of Phase 11, 37.9 % in the second half of Phase IF, ‘and 37.1 % in Phase [IL. In
- order to achieve the larget; such-a very high level of in‘vcslment!GRDP ratio has to be
- miaintained by not only pub!lc investuient but also pnvau, investment durmg the planning |
period. ' ' :
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Appendix : List of Dévolved and Non-Devolved: Functions

Provincial Council List

Provincial Council list' shown here is not a complete version,  For a detailed description, see the Ninth

Schedule of the Thirteenth Amendment to the Cpniﬂli{ulion'

(y
Q)
ERY}
)
()
Q)

)
(8}

®
(10)

(1

(12

_(|3)i

4

sy
(16)
(7

(18

(19
0
2D

(22)

23)

24)

(25}

‘Planning

'Police and public order

Education and édu'caiional sorvices
Lacal government

Provincial housing and constnection .

Roads and bridges and Rmu. lhm‘an vulhm the Pm\snc\: other than national h;gh\m)s as well as

bridges and feivies on the nalional hlg,hwa)s '

Social services and re habilitation.

Rtgulahon of road [nsscngur carriage serviees and the carmiage of goods by molor vehicles \mhm the -

Pravince and Ih» prowsmns of inter- pm\mcm! road (ransport sery las

Agriculture and Agmnan SEEVICes

Ru?al development | |

Health '

Indigmous medicine

Rest houas i ntai ned by loml authonu«,s and cm.mt bung'ilows proscally aehumlstm'd hy

Government du pastinents

: Pawnbrokcr:s :

Markets fairs )
“ood supply and distribution within the Province

Ca-operatives

" Land

“lmigations

Animal hushandry

 Promotion of ¢nte rpnscs and other mcomc—gg ncrmmg pIOjt.ClS ‘
‘Rel’ormatonts ‘Borstal institutions and othet msumlmns a fike nature a.nd persons defaingd !huun

‘amangeme nis with other Prounces for thu use of such instilutions

Possession, lransporl purch'asc and salé of intoxicating liquors :
Burials and bunal grounds creniations and cremation grounds, other than 1hosc d\hmi by or under
Jaw made by Pariament to the national memorial cemeicrics ‘ '

Librarics, muscums and simitar institutions, as well as ancient and Hislbrilcal. nfmnu!ncnls and

records othet than those docarod by or under law made by Parliament 1o be of national importance
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(26)
(27

(28)

(29)

(30)
(31

(32)
B!
(1)

(35)

6y

The tegulations of mines and mineral development _
Incorporation, regulation” and judicial winding up of corporations with objocts confined 1o the
Province

Regu!at:on of umncorpordml lndmg, literary, scieotifie, rligious and other socictics and

' 1ssocralmns

.='Ih\azcrs and the tike

Beliing'and gambling
Provincial dobt

Offenses against statutes

Fees

Developutent, conservation and management of sites and facilities in the Province for the geneeation

‘and premotion of electrical energy |

'_The borfowing of money

Tumover taxes on wholesale and retail sales, betting taxes, license taxes, lquor license fees, motor
vehicle license foes, dealorship license taxes, staimp dutics on transfoe of properties, toll ‘collections,
finies, and the tike ' :

Protection of environment

Reserved list shown hete is not a complde version. - For a detailed description, sce the Ninth Schédule of the
Thirtee nth Anu ndnient to the Constitution. ' " : :

0
@)
)
)
)
©
)
@)
©)
(10)
(1)

Y

U3y
(14)

National policy on all subje¢ts and functions

" Defense and national séourity

Foreign affairs :
Pasts and telecommunications; broadcasting; television
Justice in so far as it relates to the judiciary and the courls structure

Finance in relation to natlonal revenue, monetary policy and external re sources; cusloms

:Pomgn trade; inter- pm\lr\c:, lmdu and connerce

Ports and harbours

Aviation and airports

National tmnspdrl _

Rivers and witer supply; shipping and navigé!ién; maritime zones; staté lands énd forests except to
the extent specified in item 18 of List 1 |

Min{'ﬁfs and mines

Immigration and emigration and citizenship

'l‘:Icclion_'s including Presidential, Parliamentary, Provincial Councils and Local Authorities
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as

(16
an

- (18)

Census and statislics‘

Professional occupations and [rainin.g

National archives; archacological activities and sites and antiquities doctared by or under any law
made by Parliament te be of mliohél imporhnc-; | '

AII SUbjLClS and functions not pc 1ﬁxd in List ¥ or List

* Concurient List -

_Concurreit Jist shawa here is mot a complete version. . For a detailed dcsbriplion. see the Ninth Schedule of

the Thirteenth Ameﬁdmenl 1o the Constitution. .

(B

2

(0N

(5
6
G
®)
&)

(10)

an
(12)
(3)

(14) -
C {15y

(16)
a7
(18
AP
. (203

el
Q2)

23)

@y
@8

26)

‘ Plahning

Education and educational services

. Higher cducation
“National housing and censtruction

- Acquisiion and rcqijisitionihg of propeity .

Social services and rehabilitation
Agiicu!lural and agrarian services
Hca]lh

Re glslrallon of births, marnages and deaths

| Renaming of towns and villages '

Priv'ale lotteries within the Province

Fulnm! and exhibitions

Rahomng of food and mamknancc of food stocks

Co- opcmmcs

Surveys

: ir}igalion_

Social forestry and protection of wild animals and binds
Fisherics _

Animal _hu'sband_ry'

Emptoyménl. |

Tourism 7

'Imd. -and commerce in, and the pmducuon, supp!y, and dstributicn of the products of any mdhs!ry

'comml!Ld by the Government, lmpom‘d goods and the ilke

\'msmpgrs books, and punodua1s and prmlmg Presses
Offenses against statules
Fees

Charities ard charitable institutions, and the tike
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" Price conirol

Inquiries and statistics for the puspose of any of the matters in this hist or in the Provincial Council
List

Adulteration of foodslu:[ fs and other goods

Drugs and poisons

Extension 'of electification within the' Provinee and the promotion and regulation of the' use of
electricity within the Province : ' ‘

Protection of the environment

“Archacological sites and remains other than those doclared by or under any law mad: by Patiament -

1o be of national importance

Prevention of the extension from one Province to another of infoctious or contagious diseases or

© pests affecting human beings, animals or plants

Pilgrimages
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Table 1.2 Classification of Gevernment Officers
“within the Central Government, Provincial Governments,
Public Corporations and Statutory Boards.

Classification |Positions Posts
| Sccrodary, Additional Secretary *
Classt = © |Heads of Departments Director General, Additional Director General, Scu:or
[ : Assistant Secrelary
Class 2-1 |Heads of Divistons ~ |Director, Additional Director, Assistant Sccrchry,
i : . Commissioner
Class 2-2 Heads of Subjects and Projects - | Deputy Director, Deputy Commissioner, Assistant
' Director, Assistant Comnmcsoncr

¥ Appointed by the President from senior public service, majorily belongs to SLAS.

Note: The above classification nhlc is A general gmdelmc to understand orgmszauonal hlerarchy
* However, in some cases where there are human resource shor lages, there may be exceptions
S in terms of the pcrsonnel assi gnmcnl ' : . K

- Source: Intervww m!h RDD Addl Director.
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T, 1ble ‘i 2

* Revenue Coltected by Southern Province in 1993 and 1994, and Estimated Revenue in 1995

(Rs. Million)

. - 1993 1994- 1995
Turnover Tax 11934 126.21 180.00
Nottery and Prize Competition Tax 0.00 0.00 Q.50
{iguor Related Rent and Fees : 042 1.08 vyl
Motor Vehicles Registration Fegs for \‘msuu_ Homes 50.32 5721 0 7300
Stamps including Composmon Duties other than Postal and Count Ptupoaes: 13.08 4182 50,00
Rent on Government Buildinigs P IR .15 L300
" |Revenue from Crown Forests : - 0.00 ©0.00 13250
Agricultral Acmslus Ammal Pr oduchon and Health Activitics 1.67 L2001 2350
Sundries . 7.45 - 316 200
Cound Fees ' 0.00 000 S 010
I'ees vader the Motor Traflic Act and Other Receipls of Motoy Comm 5.04 C BT 7.00
Fecs Recovered under the Weight and Measures Ordinance S 000 - 0.00 010
Repistar of Business Names Activities o 0Bs3 " 138 T 060
I'ees Recovered under the Pmatc Omnibus Act S 346 i 3.50
Count Fines | ; F0.00 L3S0 UL
Interest on Loans : .69 0.5 Q.50
Other Misellaneous Revenue :0.01 - D05 0.65
Total Revénue . 239.13 247.35 - 363.07
- %) -
_ R 593 199 1593
Turnover Tax 521 . 510 488
Lottery and Prize Competition Tax 00 00 N
[iquor Related Rent and ees : 0.2 04 - ¢6
Motor Vehicles Registiation Fees for \!umns: Homes .. 220 211 198
Stamps including Composition Dutics other’ than Postal and Coint Purposes 6.6 lﬁ 9 136
Rent on Government Buildinigs ‘ 0.5 : 0.8 0.8
Revenue from Crown Forests _ 0.0 S 00 8.8
Agriculivral Activilies, Ammal Production and H alth Activities - 0.7 - 0.8 0.7
Sundhics : 13 K R
Court Fees ' ' 0.0 T 00 0.0
Fees under the \iotm T:alf:c Act aml Qiher Receipts of Motor (’omm 22, R 19
Fees Recoverdd under the Weighi and Measures Ordinance ' 0.0 0.0 “ 00
Regisiar of Business Namies Activities _ 0.2 0.s 0.2
I'ecs Recovered under the Private Ommbus Acl LS 1.3 09
Court Fings : : (0.0 b6 LA
nterest on Loans 0T .02 LA
Other Miscllancous Revenue ‘0.0 0.0 0.2
[Total Revenue 100.0 S 1000 100.0

- Source: Southern Province Minisuy of Finance..
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Table 5.3

Financial Situation of Southern Province

- (Rs. Million)

1993 - 1994 _ 1995(Est.)

CARevenuwe - 22942 . 4735 ._ 285,51
‘| Expendiluee o R i :

Recurrent Expenditure 1,853.42 S 2,12000 2,139,100

- Capital Expenditure 113,56 C 10047, 14774

Total Expenditure 1,966.99 222047 - 2,286.90

Rev. - Total Exp. . -1,737.86 - -1,973.12 .-2,001.39
Grant : . ‘ : T

- Block Grant L 1,522,70 1,854.44 1,903.65

_ Criteria Grant C 147,74 - 118.19 C 1474

Total Grants C1,67044 . 1,972.63

2.051.39

~ - Source: Mini:slry of Co-operatives, Provincial Councils and Indigenous Medicine
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T ab[e 5 4 ,
. Summary of Public Iny cstment and ﬂn Southern Investment AHlocaion”

Re Mithon} - _

SL‘U\‘! .. . . - “A_ - “‘“i"‘)“)—l—ghwr‘-.kiAi

Toral Publi lnvestnent f264103s 2999343 33,191,

1994 -

1995 ]

1996

1997 1998 ¢

199

E10l’l?")4 41077!9 50,082.40. 43.3?6‘53 405‘)910 MA01Y

Not: Some minoe seckors ia tenns of investment are excluded.

Smu_rcv's,: PIP, Esmation of e Govérnment Budgés, Dat from Public Insiitytions, Dala from Miizisti,’ of Pm\.inciﬂ Councits and ntervicw.

54

Public tavestment --- Southern Alloeation S 354188 4838, S 513878 5645, :6‘ 622669 ﬂmzlo 454:09 135461
ToulAgicdiee 7,375, ss 6191, 21i 6700, ﬂz 60:-,0?4""?; FTYRTY 8,1.65.601 660610 495110' 3357080
Aericultuse - Southorn Allocation 66968 lﬁ?mli I6m79. I,6‘)4.15; 177022 _1.353.13: :9«:541 1308, ni s
Toal Indarics A sm.oo: 929.00. mwoo 1617’W : Hw)a“ 136250 1965, w zm«)o 1;4m.5n
fnduﬂuics-'-Sé\uih\‘rngh-!!ocalimi T TIRTIAL ML 13035 18436, nm{ -24576' 28471 1581
'r?EaTicmom'cnxrraqmum - - d.m.bof‘a.s:s.ooj 9243, w :295@ 10 nsoou mm?o uzwoo |4 mso AT
Ecennmic inl’rdf-tluuun L= Southers Allocation '56.50:" 43.?1; 5?9,83: 530-97; ‘ S-ﬂJS; 51660, | 500 12 - 327‘.4]; _3327.23
Toasl Transpont : : z.n?gm'rz.rm_.;oz T:Ei'oif z_ijsv‘zfﬁof‘s‘.wﬁ.mi 5.334.5({ 123358 3.501,0)3 3.'403._00
© Trasspoet - Southern Alocaricn Coasess 250,94; 4SS00 . S76.38 f.sﬂssi 37} 50; 45163, - 42 Qz-ﬁu
T S Tnfeasirus ture ' S ¥y wmnE TEH0 45006 sz, m 625380 622540 620150 6130
Shcia!!nfms_lmrturc . S(!-lilhu‘m Aliocalion‘ 452.14? ' fll‘*S.()l§ 495.1?% 6-12.20i ?0(-.19; ; 5.3!4.29 {0930 806,235 80067
Tl iaman Saikements — 3.4&6‘66'-"6.&"#6.(\()3:"6;311'43_2@%' 1.330.00, 7.99:.503 T R065.00 GIRI20 5.1!8.805 4093 30):
 Human Setlomants - Southern Allocation Doaeats 72000 900 LGN LIESA 100045 9S8 2201 SIS
r_m.nimup T "'"“f";""""ré'i.sréod 1.6_77.qu§ 060 155519 364891 ,3,2?0so‘f:"fféz”iﬁo';"5?:':'('-?'762 R
' mn’p.nsmnmm,}Mu_cmnn ' _ ‘ 363,10, 3|3,01E; _m.]si 19289 651.7\); 13245, m.n;% -62.’-.56§ 06,0
— T B S R T
Share of Southern Pranvinee in - ) ! i1 ig‘); ' 1993 1994 1995 1 9961 1997 1993 1999
pﬁmxcimcsrmcg_ : _ ' : L1249 n.az:g- '13.67;; 1250 1200 |2.43;' 1286 1110 968

' i L : R ; H

Agriculranal bavesungot : ner 24.61? L LR 2_1.505 'z'sAssf 0,08 26._15? 1499]
1ndustris] [ 2sunent sy |z.sof : nz‘sof- ‘ |z,sof 12.50% |z<50? 1250 nz.sn;j 12.50
Ecoavnic Infrastracture Tnvestment _____ - ﬂ'H G.SOZ ) 627 4.I0% 457; '3‘553 CAsE 2.2.‘% .2.5.5
Transpont Iavestncel ' o 5 :z.snj : |z.4i§ SRR s 12.06% 9401090 a6 1250
Social Infrastructyre Imvesimnerd . : : llOOi HOO IS.OOf C 1300 llﬂ(} |3.(io€. nm I.l.f)(); 15.00]
Huean Seitheiment lm\.nlmcm. o o aa |'|.|s? 150 146 _ 14.5:{‘ s, _'13.302 L
BUIP . : e a6 sest 266 1821 2% 196 znm% 19.13
o j 191 1992 19N ieM ] 1938 1996 19977 9% mgi)]
|Southera Frovinge Public lnvesuntnl Total ' 160.00 :lmm; . lm.m; mn.oojE 100,00, 100.005 ton.mf 10000 10000
Share of Agricelivral Investaet _an '415.20!_ 350 mer oy is.xzqf 2811500
Stre of tadsirial bavesimgnt 0} 3{.231 iseé 2.553' O 271 4%6 627, s
@Euj Econcmic lni’ra;uuciurt‘ Investment L I?:‘nI : I.Hé 12 H :10.1_33 - 9‘»6 9.265 R.SF; _}‘_LIE 9‘;]
Share (;f Tranipory Tnvcsn_n\‘r..l : ‘ . . 3.05?‘ ?03 ’ IOm . .lI.H; := 7!!.4_55_____2.13? ) B.IS% . 9.38% 12,63
Share of Soxial |n{_sa<iru{mrc rm'-csu_m;n - ' u.m? 12:025 w.mi |2.50; ' :tz.ltzé : |3.03§ 1j4.34'i : n.?s% 2182
Slare of Human Seukiment aycetiment : L2 -20.37; - 20.353 mﬂs ‘ zn.sof' : IE;.IZ? 16.46i ) 15.59% s
$hare of MIIP ‘ ' ﬁ_mugn_.g;;'__g.g;;____wﬂs 989 11.695 ||.ws-i 12600 1.1.73§ 137



T‘ibl(‘

’Soulhcm Province Pxpuulltumm 199’! o

[Expenditure {Rs. Million)

Share %

1993

Recurrent Capital

Total

Recurrent

Capital Total

Governor

Provincial Council .
Public Service Commission
Co-op. Commission

Chief Minister . ]

l‘ducahon

Ministry of }hg'-‘x-‘l‘?}fﬁ....:.___;_____'___;_'

Highways A
Ministry of Hcal!h..-_._,..'__‘;___.m_'__.___,_
Health services

\*hmslr) of Food L{'CO OP

Building

Ministry ¢ of Agncullnrc
Chicf Secretary, -

Policy Planning N
|IRDP Matara

IRDP Hambantota 7L
, ]RDP Southery Provmca

Others

" ".f KTENE

‘[ igo0s ST

368 0.05
1202 0.30
195 007
1057 0.00

9585
1018427
10290
2908
"0.57
82,49 .

10000
0.00°

0.00

AT
9,59
2770

7538
000 .
000
000 ¢
100

000

[3.88

LJ081;

2436
0 DO o

0470 64701 ..
64.63 6

0. 00=

373
12.32)
- 2.03¢
0571
23430
Tilgdel T
S102.90|°
9989 .
-0.57

nt

S —initia oo o —0

e

sitiwo-nnoFovwo oo

S oo

i
[ AL HI L

qual

1837.84

$13.01 235088]

3
Bl = e )

100

- Source: Southern Province Ministry of Finance. -




Table 5.6

~ Souwthern Arca Regional GDP by teononiic Sector

{Rs. Millions in 1982 prices)

56

11995 (%) 2015 (%)
| Agiiculiure | ¢ 4,658 27.3 8,900 117
|ndusteies | 3,773 221 | 22069 29.0
| Services 8,605 | 905 45,008 [ 592
Total 17,036 100.0 75,977 100.0
Table 5.7 A\."ctagc EAnnuai Growth Rate of Southern Arca chioudl
" GDP by Economié Sector | o
o L ()
| 19962000 | 2001-2010 | 20132015 | 19962015
| Agriculore | 2,89 3.88 251 329
Industics 7.88 | 1073 | 764 9.23
Services 6.72 9.14 95t | 862
Total _ 6.00 | 853 800 | 776
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Tablc 5. 9

Projected GDP and Soulhern Area GRDP aud chmrcd Investment for 1995-2015 Perled
(Rs.Millions, at 1982 Constant Puces)

Year 1995 2000 2005 2010 2015
L 1995-2000 2000-2005 2005-2010 2010-2015 1995-2015
Natiomat ;. |GDP OE27 .042 302,847 414,927 581,956
(GDPIncrease L. 280905 . _8!_3_0_5 _________ | !29_559“______!@? 029 . 4_1,2,52.‘3‘.
.I_C_QED_BE’QE*?'). RO IR S S N 8 il A5 i 45 i 1 _-33_5_
Cummudative Gross ) ;
Fixed S‘?P!l?'. Formation - _~ . 2 84905 .. .3_42 060 409024 9_5? J3 oL '.Ql(’?'_
" lAversge GFCF 56,981 68.41 2 31305 91,946 105,384
Southern ¢ |Southern Area GDP 17,036 19,142 21,508 24,744 29,147
: Southem Area GDP :

Area Werease oo oo Ad06 2366 . . ... e 4405 . 58, ?4,‘!
iQQSJ??HLhEE*L!\_'?%) _____________ X B S5 L. 5 SR TS ST 4.7%,
Cumnmulative Southem - '

Area Gross Fixed Cap. ]

(Formation_, ______.___._.___ 36770 . . 7 . A8eSy i 66356 . ____ ... ;287,821

Average Southem Area : )

GFCF ) 7,354 9,102 1,73 I3,2?t 14391.026

Averape \'atmmi '

GFCF/GDP Rat 10("») :

(U S, i laaeiio 28.50% .. 3250% 0L, ‘_'_C_‘S"fﬁ _________ S0k L 3105%

Average Southerm Atea

GFC [-‘GDP Ralio (%) : : : ) . - :

@y il SIS S s . A26T% L M92% ] 32.00% . 31.00%,

23/ (1) 1201% - ___I}_.__()_OEG _;_ - 14.34% 14.43% . 13.66%
" [Public/ Total - . T

Assmnptions {1avestment (National} 50% 45% 40% 40% 43%

- 1Private / Total . :

Investment (Natienaly ... 0% L. $S% L 80% . 680% o 37%

Public { Total o

favestment  (Southers - - :
HAreay L 60% 55% 30% 45% 51%

Private ! Total ' :

Investmient  {Southern

Atea) 40% 45% $0% 55% 49%

fnvestment

(Wational}{ 2} 142,452 153,927 163,610 - 183,593 643,882

Investmem .

{Nalional4) ‘ 2452 188,133 245,414 __ 275,835 851,839

Cumnwlative Public : ' . o A

!meslmcnf {Southern . :

Atea) (S) | L L IEN062 L FER | I 307 29860 . .. I_QG_EE-‘EO_

(5)/{1). 7 15% 17% 15% 16% 1738

Cuminulative Private '

Fnvestment {Southem . :

Awa)6), oo o] 14308 .. 20930 - . 29327 L. 36496 .. 1_0_' ‘_‘5_0_

i (5 F{$) §0% 3L L12% 13% §2%
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Figure 1.1

Line of Authority for Non-Devolved Issues

' | National Level )

( District Level )

District Secretariat
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Minister of Public -
Administration
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Y.y
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T L {Secretary - - || Planning 'y
g :
é j--'---.'t-ua.
; g : . I .
.3 [

D.S. Division
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Divisional Secretaria
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,'----I--IIHE
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]

22

[RENESESANRNSRLN R RN
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LY Y

1 |
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IIIIIIIIII...!IIII*

Divisional Functicnal Headsy .

_{Field Officers)

meemncmg Line of Authority (Command and Report Relation ship)

=mwnnwP FExchange of information

Source: Interview with Sri Lanka Institute of De'velo'pmcni Administration,
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National Leve! ne———w _
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E———Division LevelsmmmatmDistrict Leve] ——€~— Province Level
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Figure 1.2 Structwre of Government Administration
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Sri Lanka Institute of Development Administration; Provincial Ministry of Southern Province;
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Figure 1.3

Divisional Requests &
Demands for Non
Devolved Issues

Divisional Requests &
- Demands for Devolved Issues

Process of Public Investment Plz{nnin;gi

Y

Investment Projects under Ministry

Dept. of National Plan

+ No: Turn Down

.
o

ning

Divisional . |D.S. Division . |
Functional " | Divisional Secretary
Heads : —K
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: - Y T Y
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Fé?;:iforlal District [ - o f District Coordina‘ti@(;.} Erov}ncga: g{m‘st")’ aE
Secreta mmi rovincial Secretary ke @ o :
Heads _ v : Commxttee L _ - Reconsideratien
] District Requests & Demenads " & Revision
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Line Minist ~ Y P
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[nvestmeni Projecls
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No: Turn Down

e

President

 for Projects -

-
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Report to Parliament

f
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Parliament ;

\ Yes
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\ .

Project Documents -

Cabinet of Mi:nister_s
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\ B
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Project Execution

Public Investment Programme

Soutce: nterview with Ministry of Finance, Pla_nn'ing. Ethnic Affairs and National Integration.
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