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RISK ASSESSMENT AND RISK MANAGEMENT PLAN (SUMMARY): AGRICULTURE, 
NATURAL RESOURCES, AND RURAL DEVELOPMENT SECTOR 

 
A. Sri Lankan Governance Framework 
 

1. Macro Governance Framework 
 
1. The macro governance framework of Sri Lanka is contained in the 1978 constitution, 
with an executive presidency at the helm. The President is directly elected once every 5 
years, and enjoys wide executive powers. The President is a member and the head of the 
Cabinet of Ministers, which is collectively responsible for the executive arm of government. 
The President appoints the Prime Minister and the Cabinet from among members of the 
party that commands the majority in parliament, and allocates subjects and departments to 
ministers on the advice of the Prime Minister.  
 
2. The parliament consists of 225 members, the majority of which are elected under a 
proportional representation system, and the balance is appointed based on the number of 
seats the parties obtain at the general election, held once every 5 years. Crossovers from 
the opposition to the government and joining the executive arm of government as a minister, 
are permitted consequent to several judgments of the Supreme Court, impacting the 
effectiveness of parliamentary oversight.   
 
3. During the 30-year violent ethnic conflict, Sri Lanka introduced a devolved system of 
government by an amendment to the Constitution (13th amendment)—creating nine 
Provincial Councils at subnational level. Provincial Councils are semi-autonomous, 
exercising both legislative and executive powers, and are elected based on proportional 
representation. The division of power between the central government and Provincial 
Councils is contained in three lists of the constitution: the Provincial Council List, the 
Reserve List, and the Concurrent List. In terms of the Constitution, the center cannot 
exercise powers over subjects that are in the Provincial Council List. For those in the 
Concurrent List, the center can exercise its powers and those will be applicable to the 
respective provinces if the province agrees to apply them.1 According to the Constitution, the 
central government has the power to formulate the national policy on all subjects.  
 
4. Each provincial council is responsible for managing irrigation schemes located within 
its provincial boundaries. Multi-province river basin irrigation schemes remain under the 
central government.2 Some minor irrigation schemes are also managed by the Agrarian 
Development Department, with the approval of the respective Provincial Council. A 
provincial engineering department managed by senior professionals has been established in 
each provincial council, but the perception is that the Departments are not functioning 
optimally.  
 

2. Public Finances and Budgeting  
  
5. The Ministry of Finance (MOF) is responsible for the preparation of budgets and 
allocation of funds. Budgets are prepared based on the relevant national policies through a 
comprehensive process of receiving inputs from all levels of government, with each ministry 
submitting its financial requirements to MOF. The ministries then discuss their budgets with 
MOF to negotiate yearly allocations.  
 
6. Provincial councils enact revenue-raising statutes and collect taxes within their 
respective areas of power within the province. However, since the amount of provincial 
revenue is fairly low, with the exception of the Western Province, provinces still depend 

                                                        
1
 The Constitution of Sri Lanka - Article 154 and Schedule 8.   

2
 Either by the Department of Irrigation or by Mahaweli Authority of Sri Lanka. 
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heavily on budget allocations from the center. These allocations are based on the 
recommendation of the Finance Commission—an independent body created by the 
Constitution. Since the provinces depend on the center for most of their expenses, they are 
subject to financial and other regulations of the center.  
 
7. The Constitution also creates an independent auditor general, whose department is 
responsible for the audit of all public sector institutions. At the end of each financial year, the 
auditor general submits a report to Parliament based on the findings of the audits. This 
report forms the basis for the workings of the Committee on Public Accounts3 —one of two 
key oversight mechanisms within Parliament. Under spending is penalized. Public sector 
institutions follow international public sector accounting principles. Financial management is 
subject to financial regulations issued by MOF. The auditor general conducts both a financial 
and a performance audit, with more emphasis on the financial audit.   

  
3. Procurement  

 
8. In 1987, the Public Contracts Act No. 3 was enacted for the registration of public 
contracts and persons who tender or enter into public contracts with any public body for 
amounts exceeding SLRs5 million. Such registration is considered an eligibility criterion 
when bidding for public tenders. The registration can be cancelled on the grounds of fraud or 
other issues such as misrepresentation, deceit, or malpractice and for violating any of the 
conditions in the Certificate of Registration (Section 14). A party has to be given a hearing 
before a cancellation is effected. 
 
9. Sri Lanka does not have dedicated parliamentary legislation for public procurement. 
Guidelines, financial regulations, and finance circulars issued by the Cabinet of Ministers 
and MOF regulate public procurement. The National Procurement Agency, which has been 
absorbed into MOF, has formulated comprehensive guidelines and manuals of procedures 
with regard to public procurement.4 These have been accepted as having the force of law 
through decisions of the Supreme Court5.  
 
10. Generally, line ministries develop project proposals and the Department of National 
Planning appraises them. Potential projects are then sent to the Department of External 
Resources if foreign funding is required.  Funds for the approved projects are allocated 
through the Department of National Budget within a 3-year budgetary framework. Once 
initiated, project implementation is monitored by the Department of Project Management and 
Monitoring.  
 
11. All unsolicited or stand-alone development proposals must be submitted to the 
Standing Cabinet Appointed Review Committee for initial assessment and recommendations 
on the way forward. The project has to obtain clearance from MOF and approval from the 
Cabinet of Ministers.6 
 
12. Public procurement is decentralized based on the value of the procurement resulting 
in all high value procurements requiring approval at Cabinet level. Political influence, 
therefore cannot be ruled out. In the absence of a dedicated cadre of procurement 
professionals within the public sector, there is shortage of capacity in institutions that do not 
have recent past experiences in carrying out large scale procurements.  
 

                                                        
3
 Parliamentary oversight of public finances is through tow standing committees of Parliament; (i) Committee on 

Public Accounts (COPA); and (ii) Committee on Public Enterprises (COPE). 
4
 Sri Lanka, National Procurement Agency; Guidelines on Government Tender Procedures (Procurement 

Guidelines) 2006 (as amended).   
5
 E.g. SmithKline Beecham Biological S. A. and Another v. State Pharmaceutical Corporation of Sri Lanka and 

Others (April 16, 1997) 
6
 Part II of the Guidelines of Government Tender Procedures.   
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13. In 2011, several special procurement committees were appointed by the Cabinet of 
Ministers under paragraphs 2.71 and 2.72 of the Government Procurement Guidelines 2006. 
The committees include (i) the Procurement Committee for Works, Goods and Services for 
Procurements exceeding SLRs150 million of government funds and/or SLRs500 million in 
the case of foreign-funded projects; (ii) the Consultant Procurement Committee; (iii) the 
Negotiating Committee; and (iv) the Standing Cabinet Appointed Review Committee to 
assess and submit recommendations on unsolicited proposals. In addition, Standing 
Procurement (Special) Committees exist for selected sectors.  
 
14. A government agency can enter into a high-value contract only after the approval of 
the Cabinet of Ministers. The Cabinet of Ministers has the power to finally decide on the 
award or non award of the tender notwithstanding any decisions taken prior. However, the 
Cabinet is expected to arrive at a decision after following the due procedure as laid down in 
the Procurement Guidelines. Major transactions, including privatizations, have been 
overturned by the courts on the basis of violation of procurement guidelines.7 
 

4. Social and Environmental Safeguards  
 
15. Social and environmental safeguards in Sri Lanka are principally dealt with under the 
Land Acquisition Act No. 9, 1950; the National Environmental Act No. 47, 1980; and 
regulations issued under the above acts. Land acquisitions have to be effected by the 
Ministry of Lands at the request of the relevant agency. The Land Acquisition Act provides 
for land acquisition and payment of compensation. Generally, taking over of land or 
servitude can be effected only after payment of compensation, unless the minister considers 
possession is urgent, in which case the act allows immediate possession to be followed by 
payment of compensation.  
 
16. According to the National Environment Act, projects that need an environmental 
impact assessment (EIA) must obtain approval from the Central Environmental Agency prior 
to implementation. The EIA forms crucial criteria in the environmental clearance process. 
Judicial intervention has been sought on the contents of an EIA as well as decisions made 
consequent to the EIA . The Fauna and Flora Protection Ordinance, 1937 provides for 
environmental assessment for development activity within 1.6 kilometers of any national 
reserve and allows public comment and public hearing. In addition, various provincial council 
statutes also regulate safeguards.  
 
17. The National Involuntary Resettlement Policy directs project executing agencies to 
address key resettlement planning and implementation issues—including alternative project 
design options to avoid or minimize impacts; compensating all affected parties, including 
non-title holders; and providing for social and economic integration.  
 
18. The Land Acquisition Regulations give effect to the national policy on the payment of 
compensation. These regulations enhanced the basis and scope of compensation, allowing 
payments for “injurious affections8 and severance9”, disturbances and other expenses, and 
resettlement costs. The Regulations provide for compensation relating to both physical and 
economic displacement.  
 
 

                                                        
7
 The Asian Development Bank is conducting a sector procurement capacity assessment. 

8
 A legal concept meaning a “negative effect on the value of land caused by something done or proposed to be 

done on the land or nearby”.   
9
 Reduction of value of a person’s remaining land caused merely by the taking of part of the person’s land; that 

is, by the severance of part of the person’s land from his remaining land, not caused by the public work for which 
land was acquired.   
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5. Anticorruption and Accountability  
 
19. Legal framework for bribery and corruption is in three dedicated pieces of legislation: 
(i) the Bribery Act No. 11, 1954; (ii) the Declaration of Assets and Liabilities Law No. 1, 1975; 
and (iii) the Commission to Investigate Allegations of Bribery and Corruption Act No. 19, 
1994. Prior to a dedicated legal framework, bribery was considered a criminal offence 
(Sections 158–161 of the Penal Code). Bribery laws of Sri Lanka impose criminal liability on 
both the receiver and the giver. The legal framework is applicable to all public servants as 
well as scheduled institutions. The Permanent Commission to Investigate Allegations of 
Bribery and Corruption was established in 1994 to enhance and consolidate power, and 
provide more independence as a dedicated institution. The commission consists of three 
commissioners appointed by the president, and a secretariat headed by a director general, 
consisting of legal and investigative officers. Sri Lanka is ranked 85th in the 2014 Corruption 
Perceptions Index of Transparency International.10 
 
B. Irrigation and Water-based Natural Resources Management Subsector 

Institutional Framework 
 

1. Overview 
 
20. The institutional framework of the irrigation and water-based natural resources 
management subsector consists of central level institutions, provincial institutions, and local 
level institutions. At the central level, the Ministry of Irrigation and the Ministry of Mahaweli 
Development and Environment are responsible for the formulation of policies and 
implementation of national level projects. The Department of Irrigation, Mahaweli Authority of 
Sri Lanka (MASL), the Water Resources Board, the Central Engineering Consultancy 
Bureau, and Kotmale International Training Institute are under the purview of the ministries. 
In addition, ministries dealing with finance, planning, land, wildlife resource conservation, 
national heritage, disaster management, and energy, also have influence on the subsectors. 
Seasonal shortage of water, high degree of spatial variation in water resources and pollution 
due to agricultural, industrial and domestic effluent are some of the key challenges.  
 
21. For every medium and small irrigation scheme, a farmer organization is formed for 
crop cultivation planning, and undertaking operation and maintenance duties. In major 
irrigation schemes, several farmer organizations are involved, depending on the extent of 
cultivation and the canal network. A project management committee consisting of the 
leaders of all farmer organizations and the representatives of all line agencies that contribute 
to irrigated agriculture, is formed for each major scheme; and a project manager is 
appointed to manage the committee.11 The seasonal cultivation calendar and irrigation water 
scheduling is discussed and finalized at seasonal cultivation meetings with the farmer 
organizations (or project management committees for major schemes), irrigation officials, 
and representatives of other stakeholder organizations. All decisions taken at the cultivation 
meeting are ratified by the district secretary, who is the head of the district agriculture 
committee.  
 
22. No overarching statute regulates subsectors. Instead, several statutes apply to 
different aspects, with a degree of overlap of powers and functions. Foremost among these 
are the Irrigation Ordinance (originally enacted in 1856), the Crown Land Ordinance, the 
State Land Encroachment Ordinance, the Mahaweli Authority of Sri Lanka Act, and the 
National Water Resources and Drainage Board Act. Sri Lanka has an adequate number of 
institutions, covering all aspects of water resource management and development aspects. 
However, many studies have found that the water resources are diminishing, and have 
called for action to enhance the sustainable management function.  
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 Transparency International. 2014. Corruption Perception Index. http://www.transparency.org/cpi2014.    
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 The project manager is appointed by the Irrigation Department, MASL, or the Ministry of Irrigation. 
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23. The Irrigation Ordinance, which primarily contains provisions for the management of 
irrigation schemes, also introduces decentralized structures such as district agriculture 
committees. An amendment in 1994 introduced the concept of a management committee for 
irrigation works that form part of an interprovincial land and irrigation scheme. The ordinance 
also makes a connection between the mandate of the Irrigation Ordinance and the Agrarian 
Development Act No. 46, 2000. The act introduces an institutional structure in the form of 
farmer organizations to encourage grassroots participatory irrigation and water 
management, and sets up advisory committees for major irrigation works.  
 
24. The subsector does not demonstrate a holistic approach to better management of 
water resources under an overarching policy. Attempts in 2000 to set up a national water 
authority failed, as some of the provisions of the draft bill conflicted with the devolution 
norm—the Supreme Court interpreted provision of pipe-borne water as a provincial issue 
over which the center lacked legislative jurisdiction.  
 
25. The main agencies responsible for water resources management are MASL, the 
Department of Irrigation, the National Water Supply and Drainage Board, Ceylon Electricity 
Board, the Department of Agriculture, district and divisional secretaries (central 
government), and provincial authorities such as provincial irrigation departments. 
 

2. Mahaweli Authority of Sri Lanka  
 
26. MASL was established in 1979 by an act of Parliament, with wide and overarching 
powers and a mandate to implement the Mahaweli Development Program. 12  It is an 
autonomous statutory board and a separate legal entity, with its own governing structure. 
According to the act, MASL’s authority covers areas declared Mahaweli areas. Its powers 
include those relating to irrigation systems, hydropower generation, watershed management, 
soil erosion, resettlement of families, managing farming and cultivation, promotion of agro-
based industrial or commercial enterprises, sports recreation, and entertainment, among 
others.  
 
27. The MASL Act was enacted in 1979, long before the start of the intense civil conflict 
that ended in 2009. It was drafted when the devolution norm, introduced by the 13th 
amendment to the Constitution in 1987, was not part of Sri Lanka’s governance system. The 
Mahaweli Development Program is trans-provincial, so in the implementation of the Act, 
some of its provisions may conflict with the devolution of power to the provinces effected by 
the 13th amendment to the Constitution in 1987.  
 

3. Department of Irrigation  
 
28. The Department of Irrigation is tasked with developing land and water resources for 
irrigated agriculture, hydropower, and flood control, as well as sustainable use of water for 
domestic, agricultural, and industrial purposes. The department is also custodian for the 
provision of irrigation and drainage facilities for cultivable lands.  
 
29. According to the 13th amendment to the Constitution, agriculture and agrarian 
services—including rehabilitation and maintenance of minor irrigation works, and rural 
development within the province irrigation—fall under the purview of the provinces.  
Therefore, each of the provinces would have provincial irrigation departments. They mainly 
focus on development and maintenance of provincial irrigation schemes, flood control, 
preparation of provincial irrigation plans, and provision of project implementation support. 
Provincial authorities also work closely with local level irrigation and agricultural governance 
structures such as farmer organizations.  
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 MASL is also a river basin organization registered at the Network of Asian River Basin Organizations.   
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Key Sector Governance Risk Assessment and Mitigation Measures 
 

Dimension Risks Mitigation measures 

Institutional Risks 

1.1 Policy 

Slow progress in finalizing a comprehensive 
national water resources management policy 
factoring in other policies from other sectors 
such as hydroelectricity. 
 
Stakeholders -sensitivity in decision making in 
irrigation and agriculture sub sectors. Potential 
of water sharing to be a cause of (ethnic and 
other) conflict. 
 
Complex institutional arrangements resulting in 
coordination challenges in policy formulation.  
 

Assess policy coordination initiatives in project 
design and implementation. 
 
 
Integrate conflict sensitivity safeguards into project 
design and implementation; particularly in sharing 
water across areas that are ethnically significant.  
 
Sufficient stakeholder consultations, including with 
the central and provincial political authority in 
project design and formulating expected (project) 
outcomes. 

1.2 Legal 
Framework 

Multiple laws and ambiguous lines of authority 
and responsibilities, including between center 
and provinces, necessitating updating/review.  
 
Mismatch between physical and 
legal/jurisdictional boundaries of irrigation and 
waterways. 

Strategic project design and implementation 
modalities based on an assessment of the legal and 
governance framework.  
 
Agreement with the relevant stakeholders, 
especially provincial authorities, on the respective 
roles and functions in project implementation. 
 

1.3 
Regulations 

Absence of a national and a sector regulator. 
 
Non law based traditional practices forming part 
of the informal/self regulatory systems in some 
parts of the sector. 
 
Limited capacity in areas where self-regulation 
is encouraged. 

Factor in existing regulatory systems (including self 
regulatory mechanisms) in project design and 
implementation.  
 
Provide capacity enhancement support.  
 
Ensure close coordination and consultation with 
provincial and local authorities throughout the 
project life cycle. 
 

Organizational Risks 

2.1 Planning 

Insufficient focus on sustainable and integrated 
water resources management as an overarching 
national objective. 
 
Limited multi-sectoral coordination in long term 
planning. 
 
Duplication due to insufficient coordination 
among large number of institutions. 
 
Frequent amalgamation and separation of 
ministries dependent on political expediency.  
 

Support initiatives that are underway for formulating 
and implementing national integrated water 
resources management policy. 
 
Ensure adequate coordination and consultation with 
stakeholders. 
 
Support sector capacity enhancement. 
 
Clearly define roles and functions of different 
entities in project implementation following 
consultations.  

2.2 Financial 
management 

Insufficient stakeholder participation in financial 
decision making, management, and public 
accountability. 
 
Weak internal auditing with limited transparency 
(public availability of financial data). 
 
 

Comprehensive stakeholder consultations 
throughout project preparation and implementation. 
 
Encourage and support internal audit and 
processes in implementing agencies. 
 
Coordinate with the Auditor General on financial 
and performance audits 

2.3 
Procurement 

Insufficient capacity for independent oversight. 
 
Insufficient long term experiences in 
implementing ADB-funded projects in the sector. 
Weak capacity for procurement planning and 
preparation of accurate cost estimates. 
 
Weak competition due to limited numbers of 
experienced and capable national contractors. 
 

Close supervision of procurement planning by the 
executing and implementing agencies, and 
providing capacity enhancement support as 
needed.  
 
Assessment of the local contractor capacity in 
formulating procurement plans. 
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Dimension Risks Mitigation measures 

2.4 Human 
resources 

Inability to attract and retain well qualified sector 
professionals as a result of pay structures. 
 
Possibility of political influence in appointments 
to senior positions. 
 
Possible jurisdiction based conflicts between 
central and provincial officials. 

Ensure availability of staff with direct recruitment on 
market based salaries. 
 
Capacity enhancement to the executing and 
implementing agencies in project implementation, 
financial management, procurement, and integrity 
systems. 
 
Stakeholder consultation and coordination with 
central and provincial authorities to capture “local 
knowledge”. 

Subsector Operations 

3.1 Water-
based natural 
resource 
management 

Multiple agencies result in regulatory overlaps, 
gaps and shortfalls. 
 
Absence of an independent mechanism for 
water allocation between bulk users. 
 
Insufficient planning for possible impacts of 
climate change. 
 

Conduct institutional and governance assessments 
during project formulation. 
 
Factor in climate change in long-term project 
decision making and conduct impact assessments 
on the environment as required.   

3.2 Irrigation  

Weak monitoring. 
 
Limited staff capacity to design and implement 
large scale projects. 
 
Insufficient staff and other resources to 
effectively manage and implement sustainable 
operation and management of irrigation system 
comprising a large number of small systems. 
 
Disparity between the percentage of agricultural 
lands and the availability of water. 
 
Poor oversight of the operation and 
management function. 

Ring-fence project resources.  
 
Obtain clear commitments for governmental 
counter-party funds and other resources, if any. 
 
Complement staff capacity by engaging qualified 
consultants to assist design and implementation of 
projects. 
 
Provide capacity development in effective 
monitoring and evaluation.  
 
Engage and support Farmer Organizations to assist 
with project implementation, operation and 
maintenance.  
 

 
Source: Asian Development Bank. 

 


