
Education Sector Development Program (RRP SRI 39293) 

EXPENDITURE AND FINANCING ASSESSMENT 
 

A. Adequacy and Effectiveness 
 

1. The proposed results-based lending program supports the Government of Sri Lanka’s 
Education Sector Development Framework Program (ESDFP), 2013–2017,1 which includes a 
medium-term expenditure framework. The ESDFP projections for required capital expenditures 
are based on plans for provincial and national schools using disaggregated baselines and 
targets in keeping with national policies and the vision for the sector.2 According to the medium 
term expenditure framework (entitled “Medium term budgetary requirements”), the ESDFP is 
estimated to cost $4.9 billion over 5 years (2013–2017).3  
 

2. Since the medium-term expenditure framework is based on costing of individual 
programs and is updated annually, it is adequate to meet the key sector results. It utilizes 
realistic costs and incorporates the needs of provincial and national schools.4 The process of 
translating these costs into the medium-term expenditure framework needs to be strengthened 
to accurately incorporate all capital costs based on this bottom up process. In addition, most 
recurrent expenditures are excluded from the framework except those that are needed to 
support additional capital investments. Future iterations of the framework will need to 
incorporate projections for all recurrent expenditures to enable better planning and budgeting. 
 

3. An analysis of the ESDFP capital budget requirements reveals that almost 40% of the 
needs are for the flagship 1,000 Secondary Schools Development Program to invest in science 
and technical laboratories and equipment, computers, libraries, and upgrading basic facilities 
across all divisions of the country. The expected expenditure on good quality textbooks and 
education publications is also significant. The ESDFP includes a capital budget of more than 
$100 million to provide free textbooks to all students in grades 1–11 as well as free uniforms 
and scholarships to selected students, according to national policies. The expected capital 
expenditure to improve the quality of science, math, technical, information and communication 
technology, and English education is about $60 million. These capital investments are expected 
to be effective in supporting the government to achieve key program targets.  
 

Table 1: Capital Budget Requirements for  
Education Sector Development Framework Program, 2013–2017 

($ million) 
Expenditure Item Amount 

1,000 Secondary Schools Development Program (flagship program) 278 
Textbooks and education publications 147 
Provision of free textbooks, uniforms, and scholarships 108 
Improving the quality of science, math, technical, ICT, and English education 60 
Others 127 

Total 720 
 ICT = information and communications technology. 

                                                
1
  Government of Sri Lanka, Ministry of Education. 2012. Education Sector Development Framework and Program 

(2013–2017). Colombo. 
2
   Each province makes it medium term and annual provincial plan based on plans from individual schools. 

3
  The recurrent expenditure requirements were estimated based on the projected capital budget requirements and 

estimated percentage shares for recurrent expenditure.  
4
  The total capital budget requirements in the medium-term expenditure framework are $96 million lower than the 

aggregate costs of the individual programs. This is because of the complexities involved in coordinating a 
decentralized system where costing done by the Ministry of Education and the Provincial Departments of 
Education might sometimes differ and reconciliation is difficult. For the purposes of this analysis, the sum of the 
costs of all the individual programs is used to reflect the total requirements of the program. 
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 Source: Asian Development Bank computations based on ESDFP costing of individual programs. 

4. Investments in improving equitable access to quality schools have been constrained by 
the declining financial priority given to education over the past few years. While nominal 
spending has grown, Sri Lanka spent only 1.9% of GDP and 8.6% of its total budget on 
education in 2011, down from a high of 10.8% in 2006.5 This is substantially less than the 3–5% 
of GDP and 15–20% of total budget spent elsewhere in the region. More importantly, however, 
the major share of expenditures on school education have been for recurrent expenditures (an 
average of 92% for 2008–11), in the past years thus constraining the amount of new 
investments that can take place especially in secondary schools where major investments are 
required. An analysis of the Government of Sri Lanka’s funding for the education sector reveals 
that while the Ministry of Education (MOE) manages about one-third of total recurrent 
expenditure, it manages more than half of capital expenditures (Table 2), thus being responsible 
for a major share of capital investments.  

 

Table 2: Government Allocations for School Education: 2013-2015 

($ million) 

$ Million Budget 
Estimate 

2013 

Budget 
Projections 

2014 

Budget 
Projections 

2015 

MOE allocation on capital account  56 57 70 
MOE allocation on recurrent account  232 246 257 
MOE (Ministry of Education for General Education) 288 303 327 
PCs allocation on capital account  38 47 52 
PCs allocation on recurrent account  458 495 534 
Provincial councils for general education  496 542 586 
MOED (Ministry of Economic Development for General 
Education)  

12 13 13 

Total general education–capital account  106 116 135 
Total general education–recurrent account  690 741 791 
Total GOSL general education  797 857 926 

GOSL = Government of Sri Lanka, MOE = Ministry of Education, MOED = Ministry of Economic Development, 
PC = provincial council. 
Source: Asian Development Bank.  
 

5. A brief analysis of the economic composition of government spending on school 
education is revealing. While only 8% of total school education sector expenditures were capital 
expenditures in past years (2008–2011), this proportion increased to over 11% in 2012.6 The 
2013 budget proposes to increase the proportion of total outlays on school education spent on 
the capital account to 13% during 2013–2015 as reflected in Table 3 below, largely due to 
investments in the 1,000 Secondary Schools Development Program. The changing economic 
composition of planned expenditures in favor of capital outlays will have a positive impact on 
secondary school outcomes, especially since a large proportion of these capital outlays are 
planned to be spent on much needed investments in higher order assets such as Science and 
Information Technology laboratories and other quality improvements as detailed above in Table 
1. The capital expenditures are front-loaded and will decrease incrementally. 
 
 
 
 
 

                                                
5
 Calculations based on GOSL budgets. These figures include higher education. 

6
 This is based on revised estimates since actual figures for 2012 are not yet available. 
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Table 3: Historic and projected percent of school education budget spent on capital 

account 
($ million) 

 
2008 2009 2010 2011 2012 2013 2014 2015 

 
Actual Actual Actual Actual RE BE BP BP 

Total School Education 528 577 656 686 742 797 857 926 

% capital 8% 8% 8% 9% 11% 13% 14% 15% 
RE = revised estimate, BE = budget estimate, BP = budget Projections. 
Source: GOSL budgets and Asian Development Bank. 

 
B. Efficiency and Economy  

6. The Education Sector Development Program (ESDP) brings three major benefits that 
will improve efficiency in expenditures and optimal resource use in the school education sector: 
it will (i) strengthen budget execution; (ii) ensure better predictability of funds from Ministry of 
Finance and Planning (MOFP); and (iii) protect priority programs to meet the ESDFP results. 
 
7. Despite the planned increases in capital expenditures, the ESDFP medium-term 
framework is not fully funded by the treasury. The MOFP’s 2013 approved capital budget 
allocation for the school education sector would finance only 51% (71% including ADB funding) 
of the capital budget requirements as outlined in the ESDFP if all costs are included. The 
program action plan includes steps and targets to ensure that MOFP better aligns approved 
allocations for school education with ESDFP requirements. Furthermore, the approved 
allocations run the risk of being cut even at midyear, sometimes due to unspent balances held 
by the MOE or Provincial Departments of Education. Between 2008 and 2012, actual allocations 
were 15% less than budget estimates and as much as 47% less than budget projections, on 
average. A disbursement-linked indicator on improving capital budget execution has been 
included to ensure adequate actual spending by MOE and the Provincial Departments of 
Education as well as adequate budget releases by MOFP. 
 

8. The total difference between the projected capital expenditure requirements for the 
sector program, as reflected in the 2013–2017 ESDFP when the costing of all the individual 
subprograms are summed, and budget estimates and projections based on the 2013 
government budget is as high as $388 million without ADB financing (Table 4). This assumes 
that the actual amounts the government allocates to education will be 15% lower for 2013 and 
about 47% lower for future years.7 Thus, the $200 million financing from ADB for 2013–2017 
would partially finance this gap and help ensure the key sector outcomes are attained. ADB’s 
financing to the sector will strengthen the planning and budgeting process, and ensure better 
predictability of funds and protection of priority programs for the sector to meet the ESDFP 
goals. If the government’s commitment to the sector matches the 2013 budget estimates and 
projections, the estimated financing gap will be reduced to about $132 million. This would 
ensure that ADB financing is more than adequate to finance the gap and protect priority 
expenditures. 
 
 
 
 

                                                
7
  Budget projections for 2016 and 2017 are not available. The estimates are based on assuming a nominal growth 

rate of 8% (based on the average for 2008–2015) in total allocations to the sector. The capital budget allocation for 
these years is assumed to be 11% of the total (based on the average for 2008–2015). 
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Table 4: Estimated Difference between Expenditure Requirements of Education Sector 
Development Framework and Program and Government Budgets, 2013–2017 

($ million) 
Government budget vs. ESDFP requirements $ million 

Government budget projected allocations (A) 588 
Government projected allocations reduced by predicted budget cuts(B) 332 
Proposed ADB financing (C) 200 
ESDFP needs as per medium term framework (D) 624 
Additional needs as per costing (E) 96 
Total ESDFP needs (F=D+E) 720 
Financing gap if no ADB financing (G=B-F) (388) 
Remaining gap with ADB financing (H=G+C) (188) 
Financing gap if no Government cut and no ADB financing  (I =A-F) (132) 
Remaining gap if no Government cut with ADB financing (J=I+C) 68 

( ) = negative, ADB = Asian Development Bank, ESDFP = Education Sector Development Framework and 
Program.  
Source: Asian Development Bank. 

 

C. Sustainability 

9. ADB’s $200 million will contribute 4% of the total education sector budget requirements 
but 28% of the capital budget requirements, making this a significant and sustainable 
contribution. If World Bank funding is added to ADB funding, the combined contribution is 
almost 40% of total required capital expenditures for the program. The long-term sustainability 
of the ESDFP will depend on (i) adequate financing by the MOFP for the ESDFP expenditures; 
and (ii) improvements in quality and efficiency of expenditures, as envisaged in the program. 
The rapidly growing economy and government’s current tax reforms, including expansion of 
VAT, are likely to increase the fiscal space allowing sustained financing for ESDFP.8 Reliance 
on external financing is likely to diminish once ESDFP reforms are institutionalized. It is 
expected that recurrent expenditures, such as teacher salary budget, will be maintained at 
reasonable levels, as the government plans to limit new recruitment only for specialized subject 
teachers while addressing inequitable distribution of teachers through redeployment. The ESDP 
program action plan outlines more details of the planned teacher mapping and redeployment 
exercise. Since salaries comprise about 95% of all recurrent expenditures in the sector, limiting 
additional teacher hiring will rein in any unsustainable increases in recurrent expenditures. The 
program also includes innovative methods such as promoting public-private partnerships to 
introduce a school facilities maintenance fund to manage recurrent costs. This is also detailed in 
the program action plan. The likelihood of sustainability is further strengthened by the sector-
wide support modality where ADB funds flow into treasury funds and are released using the 
government’s budget management procedures.  
 
 

                                                
8
  International Monetary Fund. 2013. IMF Country Report No. 13/120. Sri Lanka: 2013 Article IV Consultation and 
Proposal for Post-Program Monitoring. Washington, D.C. 


