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1 Sri Lanka Case Study

In Asia, as in many other regions of the world, decentralization occurs in countries of all sizes and in highly diverse contexts.  A few countries are large and have substantial and heterogeneous populations, while others are much smaller in area and have populations lower in number and less varied in composition.  Some countries have attained middle income status, while others remain poor.  A number of countries have some history of decentralization and democratization, while others have had little previous experience.

Despite the great variety, many Asian countries have chosen to pursue some form of decentralization. The way decentralization is structured and functions, however, is as diverse as the countries themselves, and not always in systematic ways. This variety results from considerable differences in country characteristics, histories and various political economy drivers that shape the dynamics underlying how public governance is managed. 

In order to better understand decentralization in Asia, EC DEVCO B2 prepared a set of short case studies--on Bangladesh, Bhutan, Cambodia, Indonesia, Nepal, Pakistan, Philippines, Sri Lanka, Vietnam and Yemen. This note presents the case of Sri Lanka.

Sri Lanka embarked on the decentralization of central power to subnational provincial governments in 1987 primarily in order to mitigate the considerable ethnic conflict between the Tamil minority in the North and the Singhalese majority populating the rest of the island. Decentralization is often considered a tool to reduce ethnic conflict and secessionism, although in practice the role of decentralization in addressing such tensions has been mixed (Brancati 2006). 

The civil war between the Tamils separatist groups in the North-East and the Singhalese central government officially ended in 2009. Today, there is an increasing sentiment, even among government officials, that the provincial system has not been successful in reducing tensions or improving service delivery in conflicted effected regions. This is attributed by some to inadequate devolution, as major power is still heavily concentrated centrally.  The central government continues to administer several functions that are intended to be executed at the provincial and local level (Senanayake, 2013).

1.1 Underlying political economy context/drivers of decentralization

The type, extent and speed of decentralization in Sri Lanka have varied over time since it gained independence in 1948. From 1948 to 1987, decentralization took the form of devolving administrative functions to deconcentrated government units at the local level. In 1987, the Sri Lankan government took significant political, financial and administrative steps to devolve power (Perera, Bedgar 2001). Some central powers were devolved to nine subnational provinces in early 1988 (Selvanayagam 2006). 

As noted above, the main driver for decentralization was to reduce ethnic conflict, but the creation of provincial governments was also intended to help achieve balanced regional growth (Herath 2009). The changes in the late 1980s were also mandated by the Indo-Sri Lanka Peace Accord. According to this treaty, the central government would devolve power to the northern and eastern states, withdraw their troops, and the Tamil separatist rebel groups would lay down their arms. 

In late 1998, the Sri Lanka government temporarily merged two provinces into one administrative unit, the northern and the eastern provinces, which have a Tamil majority. They did this in order to assuage tension and overcome the separatist agenda of the Tamil political parties and separatist groups (M. L. Marasinghe 1998). This temporary merger continued till 2006 when it was declared illegal by the Sri Lankan Supreme Court and the North-Eastern province was split into the Northern and Eastern Provinces respectively (Selvanayagam 2006).

The previous government seemed to be taking some steps to improve the execution of subnational functions, but much of the subnational power still remained with the provinces.  The direction of the new government, which came to power in 2015, on the decentralization front, remains unclear.

1.2 Decentralization policy

Decentralization policy has slowly evolved from 1948; deconcentrated central government ministries were first established in the 1950’s to improve service delivery in rural areas. In the 1970s, there was an attempt to bring decision making to the local level with the creation of District level and Divisional level councils. The creation of the District Decentralized Budget in 1974 allowed for conditional transfer of funds from central government for capital expenditures at the district level. These policies and institutions essentially continue to exist in Sri Lanka today.

Local governments today are protected by 13th Amendment to the constitution, which prescribes a service delivery system in which public service responsibilities are shared between deconcentrated line agencies at the district and divisional level and local governments at the provincial and rural/urban level. The subnational provincial governments were formally introduced by the Provincial Councils Act 1987. The third tier (local) governments were originally introduced by the Urban Councils Ordinance 1939, with additional provisions outlined by the Municipal Councils Ordinance 1947 and the Pradeshiya Sabhas Act 1987. 

The devolution of powers is defined through three lists that are enshrined in the 9th schedule of 13th amendment of the constitution. These lists define legislative powers and functional responsibilities of the central government, the provincial councils and the concurrent responsibilities of the provincial and central government.  Local governments were recognized in the 13th amendment as entities of the provinces, which devolve service responsibilities according to provincial legislative ordinances. In practice, most local authorities share spending responsibilities with the provinces, and the division of labor between them is murky and unstable. The central government has retained the constitutional power to directly intervene in subnational affairs for purposes of national planning, further constraining subnational autonomy. 
1.3 Basic structures, actors and mechanisms

The Sri Lankan governance system is divided into three tiers: central, provincial and local. There are 9 provincial governments and the local governments are divided into three types of local councils. The local councils include 23 municipal councils, which cover cities and larger urban areas; 41 urban councils, which cover smaller towns, and 271 rural councils, which are also called pradeshiya sabhas. 

The breadth of functional responsibilities of local governments is limited to public health initiatives, solid waste management, public urban thoroughfares, public utility services and civil protection services like the fire brigade. Rural councils might be additionally responsible for certain development projects. The provincial governments have a greater portfolio of service responsibilities, including law and order, provincial economic development and housing and local development, among others. The bulk of public services is still planned and administered by the central government. The public service responsibilities at the local level are limited to operation and maintenance and collection of local taxes and fees (CLDF 2012). 

The higher level role is executed through a deconcentrated local administration. Deconcentrated administrative units of the different line agencies and ministries have been set up to match the electoral districts (Perera, Bedgar 2001). These deconcentrated units are  divided into two tiers, district and divisional. The functional responsibilities of these bodies include planning, coordinating between different line agencies and local government and implementing central government services at the local level (CLGF 2012). Although there is supposed to be coordination, there are reports of inefficiencies in service delivery due to the existence of multiple service delivery agencies and channels (World Bank 2006).

From a fiscal perspective, local government in Sri Lanka are heavily dependent on central and provincial government transfers and loans. Own source revenues, which include property taxes, user fees and licensing charges, account for less than 1 percent in total public sector revenue. Transfers are in the form of block grants that flows to the local government from Provincial Councils. The transfer includes resources for staff expenses, operations and maintenances, capital expenditure and recurrent expenditures related to subnational spending on roads, hospitals and other public service utilities (World Bank 2006).

Local bodies are permitted to develop their own budgets, create staff positions and hire personal. In practice, these roles are often not played for two primary reasons. In practice, staffing responsibilities at the local level have been large defined at the provincial level and staff are appointed through the Provincial Public Service. Tax and spending decisions are reflected in he annual budgeting process, but in practice the local level is allowed limited flexibility, and there is very little formal planning undertaken to produce an effective budget. 

The Ministry of Local Government and Provincial Councils is responsible for all national policy formation regarding local government, and this is then implemented by the provincial councils. The Ministry oversees local government legislation and has the power to define local authorities and extend or reduce the term of elected officials by one year. At the national level, there is also a Finance Commission that advises on the type and amount of transfer to provincial governments.  

The governance (legislative and executive) structures differ between the provincial and the local governments. At the provincial level, there is an elected council (for a five year term) led by a chief minister, who is the leader of the majority party. The chief minister appoints a cabinet of ministers to carry out the council’s executive functions.  

The local governments also have an elected council with a majority leader, but for a four year term; there is no executive council or cabinet (as noted above, the role of local government administration is small compared to higher levels). Municipal councils have a mayor (again the majority party leader). Although higher level roles are dominant, certain policy issues, such as housing and community development, are supposed to be directed through the local council and this is done by an appointed committee. The mayor also has some discretion in appointing standing committees. Urban councils and pradeshiya sabhas are also led by a majority leader but are not mandated to appoint special committees. Legislative powers are highly limited at the local level, but municipal councils do have some authority to introduce new user fees and taxes. 

As noted above, most local governments are unable to raise sufficient revenues to meet their service delivery obligations, so they are heavily dependent on central government for transfers. Revenues raised by municipal governments are differ greatly across different cities. Colombo raises over 50% of its own source revenue, 46% of which comes from property taxes. Batticola on the other hand has 60% of its revenues coming in from central and provincial government transfers and only 7% of its revenue coming from property taxes. Property taxes are reviewed by the central government every 5 years.  Some places have special revenue problems, e.g. Batticola’s property values suffered from the civil war and are only beginning to recover (Gunawardena 2013).

Downward accountability mechanisms from the local governments to the public have received some attention but remain weak. Unlike most other South Asian countries, Sri Lanka has no Right to Information Act. There is formal provision for public participation in planning and budgeting, but this does not happen extensively in practice. Recently the central government has been developing initiatives to encourage local consultation with the public; the Ministry of Public Administration and Home Affairs (MOPAHA) has developed an integrated Information Initiative with UNDP to help district and divisional governments provide real time information on service delivery to their constituents.  MOPAHA has also recently developed a citizen charter and is working with other department agencies to establish a standardized citizen feedback program (UNDP 2009). 

There are some challenges with horizontal accountability due to the above-noted conflicts or lack of clarity in responsibilities between administrative and government agencies. For example, the city/town planning functions of local governments have been taken over by the Urban Development Authority (UNDP 2009). Another concern is with solid waste management, one main municipal service delivery function. There is high absenteeism among laborers who collect and dispose waste and their supervisors. Since municipal governments have limited power under public sector employment regulations and they depend on provincial governments to subsidize their wage bill (and fear losing this revenue), they have little incentive to undertake any type of staff rationalization process.
1.4 Decentralization outcomes

Some of the challenges with service delivery and revenue generation and some basic statistics illustrating deficiencies were outlined above.  Beyond that there are few empirical studies available on the performance of provincial governments and almost no empirical studies undertaken on subnational government performance in Sri Lanka. There are, however, a few service specific studies that can highlight some of the results of decentralization. 

A comparative study on the degree of decentralization in various countries found Sri Lanka to be weak--provincial governments made up only 9% of the central government expenditure. This is far less than other unitary governments’ public expenditure spending in developing and developed countries. The study indicated that the degree of decentralization in Sri Lanka was too small to have a significant impact on regional economies (Herath, 2009). The decentralization of most public schools to the provincial level has resulted in greater student enrollment but quality of education has deteriorated, as reflected in poorer performance in standardized tests (Herath, 2009).

Most available data on service delivery do not take into account quality of service, therefore does not paint the whole picture when it comes to efficiency and effectiveness of service delivery. Where such data are available, the results are not encouraging. For example, while Sri Lanka is well connected by roadway, over 90% of the roads are considered to be of poor quality (World Bank 2006). Most roads, other that main inter-provincial arterial highways, are operated and maintained by the provincial or local governments.  Local governments are, as noted above, responsible for solid waste collection and disposal, but it is estimated that only 40% of the solid waste is actually collected, and there is currently no treatment facility for solid waste in any municipality (CLGF 2012, World Bank 2006). 

There is some documentation of huge regional variations in the extent of service delivery. Households in Western Province and the capital city Colombo enjoy 95% access to sanitation and electricity, while Trincomalee has only 46% coverage for sanitation services. The conflict effected regions of North and East province are particularly impacted by poor services. These regions have poor roads and only 9% and 36% of households have access to electricity in these areas respectively (World Bank 2006). 

Another key objective for the creation of provincial councils was to reduce conflict and improve service delivery in conflicted effected regions. The North and East province do not enjoy the same access or quality of service as the rest of the country, although some reports have indicated that this is slowly improving. Although it is not recent, one piece of empirical research into conflict reduction and decentralization concluded that local governance structures and institutions that were not yet capable of reducing conflict and accommodating minority groups. The local government’s inability to respond to local needs was rooted in its limited statuary powers, planning and budgeting capability and inadequate attention to priority issues of the local elected leaders (Bigdon 2003). 

On the broader governance front, although there has been effort to increase in the representation of minority groups in local and provincial politics, there is only 6% representative of women in elected central government positions, and even less in local governments (UNDP 2009). Broader representation of minorities at the local level is in any case not necessarily very meaningful without local autonomy. 

One study on local governments in Sri Lanka found that there has been an increase in corruption, insufficient transparency and poor accountability. There is a lack of transparency during elections as political aspirants can raise their own campaign financing, resulting in corrupt practices. For example there have been instances of vote buying and corruption in the issuance of voter ID cards. There is also a lack of audits of local government financial documents--there are internal procedures but the audits are not comprehensive, and there is no well functioning external audit. More generally, the financial activities of provincial councils are not made transparent to the public, and there is limited trust between the public and their elected local politicians and public servants (Ramesh et al 2013). 

Power in Sri Lanka is still concentrated at the center. Tamil political parties continue to call for decentralization reform and the introduction of a federal structure, which will provide the Tamil provinces with more power. During the 2015 elections, the opposition leader, and current prime minister indicated that he would not consider a proposal to federalize Sri Lanka when he comes to power (The Hindu 2014).

1.5 The evolution of decentralization and local government performance

While Sri Lanka has always had some form of administrative decentralization since independence, the main impetus for the creation of provincial governments was to reduce ethnic tensions and conflict. The performance of provincial governments have been considered to be disappointing in some circles because they have not played a major rule in reducing ethnic conflict nor have they substantially improved service delivery at the local level or generated more balanced regional development.  The role of local governments, by design and in practice, has been even more limited. 

Sri Lanka has made considerable progress in improving its human development indicators, but there are major regional variations in these indicators as well as in the quality and access to public services.  The role of local governments in the gains that have been made is probably quite limited given the institutional architecture of the state, and as noted above there is some lack of clarity in service delivery channels and not much revenue or managerial power vested at the local level. Local participation and accountability is largely limited to the public elections (which have unclear accountability significance given the structure of the system), although some efforts are being made to introduce greater citizen feedback in policy making. 

There are some movements to push for stronger subnational governments, and international development partners seem willing to help support such efforts. Tamil political parties in particular continue to call for decentralization reform and the introduction of a federal structure, which will provide the Tamil provinces with more power. During the 2015 elections, however, the opposition leader and current prime minister indicated that he would not consider a proposal to federalize Sri Lanka when he comes to power (The Hindu 2014).

For Sri Lanka to truly capitalize on the benefits of decentralization there must be some willingness to devolve more power and provide greater autonomy in planning and budgeting at the local level. This could not only potentially improve the central government’s relationship with the Tamil majority states but also go a long way in improving local service delivery and local participation.  Some want stronger provincial governments, while others also see a stronger role for local governments, especially cities.  Such reforms would require substantial changes in administrative and fiscal arrangements as well as significant augmentation of managerial, technical and governance capacities at all levels. There is currently no strong indication that there are plans to introduce decentralization reforms, but there may be some space for beginning reforms as the new government finds its footing and works to improve the performance of the overall public sector.
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