
Local Government Enhancement Sector Project-Additional Financing (RRP SRI 42459) 

 

SUMMARY OF PROJECT PERFORMANCE 
 
A. Background 

1. On 29 September 2011, the Asian Development Bank (ADB) approved financing of $59 
million equivalent from ADB’s special fund resources for the Local Government Enhancement 
Sector Project.1 The project was designed to improve local infrastructure and services in 
less-developed areas in seven provinces excluding the Northern and Eastern provinces and to 
support institutional strengthening of local authorities in these areas for improved and 
sustainable service delivery. The loan closing date is 31 December 2016.  
 
2. The project has three outputs. 
 

(i) Output 1: Improved Local Infrastructure and Basic Service Delivery: Local 
authorities will receive funding for eligible basic infrastructure subprojects.  

(ii) Output 2 : Local Government Policy Reform and Capacity Building Support: 
Support will be provided (a) to local authorities to institutionalize business process 
reengineering, with capacity development support provided to local authorities; 
and (b) for the development of information technology systems, including 
updating and computerizing databases of taxes, licenses, and other information, 
as well as developing financial accounting and asset-management systems for 
efficient and citizen-friendly administration, primarily in Pradeshiya Sabhas (local 
authorities).  

(iii) Output 3: Project Management and Administration Support: Support will be 
provided for project management, including support for implementation of the 
eligible subprojects; training programs, and incremental administration costs.  

 
B. Performance of the Project 

3. The project is performing well according to the ADB’s additional financing policy,2 and is 
likely to be completed on schedule, although contracts for a few works have been recently 
awarded. It is guided by experienced staff at central and provincial levels, supported by 
management and implementation consultants.  
 
4. Delivery of Expected Outputs. The project is expected to meet or exceed the target 
outputs as stipulated in the design and monitoring framework (detailed in Table 1).  
 

Table 1: Achievement Against Output Targets 
Performance Targets and Indicators Expected Achievements 

Output 1: Improved local infrastructure and basic service delivery 

Improvements to water supply schemes in 10 
local authorities (6,000 households newly 
served). 

21 water supply schemes (coverage of 9,000 
households).  

Improvement to solid waste management All project Pradeshiya Sabhas have each received 

                                                
1
  ADB. 2011. Report and Recommendation of the President to the Board of Directors: Proposed Loan and Technical 

Assistance Grant to the Democratic Socialist Republic of Sri Lanka for the Local Government Enhancement Sector 
Project. Manila (Loan 2790-SRI and TA 7877-SRI). 

2
  ADB. 2010. Additional Financing: Enhancing Development Effectiveness. Manila, Para. 41 of the policy paper 

describes measures to determine whether a project is performing well: (i) delivery of expected outputs, (ii) 
satisfactory implementation progress, (iii) satisfactory compliance with safeguard policy requirements, (iv) successful 

management of risk, and (v) an on-track rating.  

http://www.adb.org/Documents/RRPs/?id=42459-014-3
http://www.adb.org/Documents/RRPs/?id=42459-014-3
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Performance Targets and Indicators Expected Achievements 

systems including composting in 40 local 
authorities. 

200 home compost bins to minimize waste 
transportation. Solid waste management action 
plans have been prepared and are being 
implemented.  

Construction and/or improvement of 15 
kilometers of local roads. 

27 kilometers of local roads are beingimproved in 
different Pradeshiya Sabhas. 

Construction of 25 primary health care facilities. 31 primary health centers are being constructed  

Construction or improvement of 40 public 
markets. 

46 public markets are being constructed.  

Local authorities implement subprojects that 
particularly benefit women, such as maternity 
health centers. 

Maternity health centers, day care centers and other 
subprojects benefitting women are being 
implemented.  

Public toilets financed by project have separate 
toilet for men and women. 

All public toilets designed under the project are 
approved on provision of separate toilets for men 
and women.  

Women are represented in planning committees 
of local authorities in 50% of participating local 
authorities. 

94 of 108 (87%) project Pradeshiya Sabhas have 
women representatives on their planning 
committees. 

Output 2: Advanced local government policy reform and strengthened capacity 

Bylaws and regulations prepared in accordance 
with amendments of acts and ordinances related 
to local governments. 

The required legal amendments have been 
prepared and approved by the Ministry. These 
recommendations will be considered by the 
committee working on the major reforms to acts and 
ordinances for better democratic governance. 

Bottlenecks in current tax, licensing and approval 
systems of local governments analyzed and 
necessary improvements proposed. 

Guidelines and circular formats prepared. Initial 
training has been provided to Pradeshiya Sabhas 
and is being followed up by repeat training programs 
and support.  

IT system developed including the updating and 
computerization of databases on taxes, licenses 
and financial accounting and asset management 
system in select local authorities of seven 
provinces. 

Simple information technology solutions have been 
introduced. To date, the project Pradeshiya Sabhas 
have commenced issuing applications, processing 
applications and managing complaints through the 
information technology system. Assessment tax 
details have been computerized and payments 
through mobile phones introduced in 50 Pradeshiya 
Sabhas.  

Output 3: Project management and administration support 

Timely and effective support provided for smooth 
project implementation. 

The project is being implemented with the 
necessary support from the ministry for smooth 
implementation. 

Project management unit and subproject 
coordination units fully staffed 

The project management unit and subproject 
coordination units staff are adequately staffed. 

Quarterly Progress Reports of satisfactory quality 
submitted on time 

All required quarterly reports have been submitted. 

Sex-disaggregated data pertaining to project 
activities are collected and reflected in project 
performance management system.  

Sex disaggregated data pertaining to project 
Pradeshiya Sabhas have been collected and 
reported in quarterly progress reports.  

Project staff trained on gender and social 
inclusion. 

Gender sensitization programs are conducted 
regularly. 

Source: from the PMU project progress report (quarterly). 

 
5. Output 1: Improved local infrastructure and basic service delivery. The original 
target aimed to assist 10 local authorities (6,000 households) to improve water supply schemes, 
while as implemented the project will assist 21 local authorities (about 9,000 households). The 
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project has provided home composting facilities in all 108 Pradeshiya Sabhas, exceeding the 
target of improving solid waste management systems in 40 local authorities. The target for 
construction or improvement of 15 kilometers of local roads is being exceeded by improving 27 
kilometers of roads. The target for construction of 25 primary health care facilities will be 
exceeded, through construction of 31 such facilities. The target of construction or improvement 
of 40 public markets has been exceeded through construction or improvement of 46 markets. 
The project includes construction of maternity health care centers and daycare centers to benefit 
the women as targeted in the design and monitoring framework. Public toilets in the project have 
separate units for men and women, and most Pradeshiya Sabhas have resolved to follow the 
same procedure in construction of toilets and/or public buildings under their funds in line with the 
output targets. Most (87%) of the participating local authorities have women representatives on 
their planning committees, exceeding the target of 50%.   
 
6. Output 2: Advanced local government policy reform and strengthened capacity. 
There has been considerable progress on this output. (i) The legal amendments required for 
implementing business process re-engineering have been finalized. The Ministry of Provincial 
Councils and Local Government (MPCLG) has recently taken steps to study all the required 
amendments to the Acts and Ordinances to enhance democratic governance and appointed a 
committee to consider the recommendations made by the Local Government Service 
Enhancement Technical Assistance (TA) (footnote 2) in this process. MPCLG expects this to be 
concluded by the end of 2016. (ii) The TA consultants have prepared guidelines for improving 
systems in the Pradeshiya Sabhas and relevant staff are being trained. It is expected that by the 
end of the project period, the Pradeshiya Sabhas will adopt the recommended procedures. (iii) 
New IT systems are installed in all 108 Pradeshiya Sabhas. More specifically, (a) issuance of 
computerized forms and receipts has commenced in most of the Pradeshiya Sabhas; (b) 
applications such as building licenses, and new registrations are now being processed using 
software; (c) complaint management and/or grievance redressal exercises has been established 
through the software developed under the project; (d) tax assessment data (around 125,000 
entries) have been computerized and databases created; (e) the assessment tax software to 
allow payment of tax through mobile phones and/or mobile currency outlets have been 
introduced in 50 Pradeshiya Sabhas under the project; and (f) a database of around 127,000 
library books and 12,000 members have been created under the library management software 
developed under the project.  

 
7. The project has mandated the preparation of reform plans by all 108 local authorities 
participating in the project, with targets for (i) improvements to service delivery; (ii) streamlining 
of taxation, licensing and approval systems and processes; (iii) ensuring effective management 
of infrastructure facilities; and (iv) improving systems, management and/or institutional 
strengthening. Good progress has been made in implementing these reform plans with around 
72% of planned achievements enacted with 80% of the allotted time elapsed; follow-up by the 
project on the implementation of reform plans is ongoing.  
 
8. Output 3: Project Management and Administration Supported. The project has a 
well-defined institutional structure, and project staff have experience with similar projects. The 
central project management unit (PMU) and provincial subproject coordination units are 
adequately staffed. The national steering committee and the ministerial committees oversee 
implementation through regular reviews and make policy decisions for smooth subproject 
implementation. Quarterly progress reports of satisfactory quality are submitted on time, and 
sex-disaggregated data on project-related issues are collected and regularly updated. Regular 
training on gender sensitization and safeguards is being provided to Pradeshiya Sabhas and 
project staff. 
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9. Implementation Progress.: The project is on schedule and expected to be completed by 
the loan closing date, with implementation progress considered to be satisfactory. As of 11 July 
2016, of the $52.5 million equivalent loan amount, cumulative contract awards equaled $48.5 
million (92.8%) and disbursement is $34.2 million (65.1%). The uncommitted balance of the loan 
is expected to be committed within the third quarter (Q3) with plans to complete the works before 
the loan closing date. The loan has achieved a physical progress of 90% against an elapsed 
period of 92%. Details are provided in Table 2. 
 

Table 2: Contract Award and Disbursement of ADB Loan by Category  
(as of 11 July 2016, In US$) 

Category Allocation Contracts 
Total 

Disbursement 
Balance to be 

Disbursed 

Civil Work and 
Equipment 

41,509,150 39,038,001 23,044,767 18,464,383 

System Development 426,274 277,832 260,781 165,493 

Consulting Services 5,895,105 5,692,491 3,735,912 2,159,193 

Incremental Recurrent 
Cost 

3,458,428 3,506,783 2,694,559 763,869 

Interest Charges 886,972  380,909 506,063 

Unallocated 259,980   259,980 

Imprest 42,638  4,000,000.00 (3,957,362) 

 52,478,546 48,515,107 34,116,929 18,361,618 
( ) = negative, ADB = Asian Development Bank. 
Source: from the PMU project progress report (quarterly). 
 

10. Safeguard policy requirements. The project has satisfactorily complied with safeguard 
policy requirements. The project is classified category B for environment, resettlement, and 
indigenous peoples based on the initially envisaged subprojects. Following subproject 
finalization, all are considered to be category C for all three safeguard issues. The project has 
had  no major safeguard issues and has complied with all safeguard requirements. No major 
environmental impacts have been recorded and the net environmental benefits are positive. 
There are no cases of involuntary resettlement for any of the subprojects, and all the land 
required for the subproject activities is owned by the local governments. The project grievance 
redress mechanism is established and functioning. A total of 9 grievance cases were reported, 
all of which were satisfactorily resolved. The PMU submits regular safeguard monitoring reports 
which are reviewed and disclosed in accordance with the ADB Safeguard Policy Statement 
(2009). 
 
11. Risks. Management of risks has been successful. The significant risks identified for the 
project are (i) lack of commitment from the local authorities to implement the reform plans,; (ii) 
commitment to subprojects and their priority affected by change in political power, (iii) lack of 
financial and technical capacity in local authorities for operation and maintenance, (iv) alternative 
funding sources made available without reform commitment and implementation, (v) acts and 
ordinances governing local governments not amended in a timely and appropriate manner, and 
(vi) local communities oppose landfill construction. 
 
12. The project has successfully managed the above mentioned risks. (i) The PMU and 
subproject coordination units, supported by the project management consultants, are 
continuously guiding the local authorities in implementation of the reform plans and the  
progress report for the fourth quarter of 2015 indicates overall  progress in implementing the 
reform plans stands at 72%, over an elapsed time of 80%. (ii) The subprojects are selected with 
due consultation and priorities expressed by local people are taken into account when finalizing 
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the subprojects, thereby minimizing the likelihood that changes will be madefor political reasons. 
(iii) The reform plans included improvement of the operation and maintenance of assets by local 
authorities, and training programs have been organized by the PMU with the help of the project 
management consultant. (iv) Local authorities are using additional funds (own-source and other 
sources) to implement the reform plans; and MPCLG is advancing additional funds on a regular 
basis to implement betterment activities, with the result, that reform plan implementation is 
proceeding. (v) The legal amendments required for implementing improved practices have been 
prepared and approved by the National Steering Committee. These amendments are being 
taken into consideration by the committee appointed to study the required amendments to the 
Acts and Ordinances to enhance the democratic governance by MPCLG. It is expected these will 
be passed prior to project closure. (vi) Home composting is encouraged under the project, and 
home composting bins have been supplied to all local authorities to reduce the transportation of 
waste. Solid waste management action plans have been prepared and are being implemented in 
all the 108 local authorities; implementation progress is at 62%, against an elapsed time of 80%. 
This shows that the project has managed the risks effectively, and that the successful 
implementation of the project is not threatened by major risks. It is important to continue 
strengthening the capacity of local authorities so that they can sustainably operate and maintain 
the assets built by the project.  
 
13. Initial delays in subproject finalization and consultants selection caused a risk of 
inordinate delays, but efficient handling of design and procurement work by the project 
authorities have largely minimized these.  
 
14. On track. The performance indicator in the performance overview gives a rating of 0.9, 
and rates the project on track.  
 
15. Scope of additional financing. During implementation of the project, the government 
approached ADB for funding of water supply projects in areas affected by chronic kidney disease 
that currently lack a safe drinking water supply. Given the high priority of the works, ADB agreed 
to allocate the savings (around $3 million) under the original project (footnote 1) to quickly 
commence work. But almost $50 million in funding is needed for water supply improvements in 
these areas. The government also requested that 29 Pradeshiya Sabhas that have received no 
development interventions for infrastructure improvements and basic service deliveries from 
externally funded projects since 2006 be included to provide incentives to further local 
government reforms. In addition, capacity building measures initiated under the project need to 
be continued and strengthened to ensure the measures already implemented are sustained.  
 
C. Conclusion 

16. The current project is performing well and the additional financing is required to scale up 
a well-performing project. The proposed additional financing will include (i) improvement of water 
supply systems in areas affected by chronic kidney disease, (ii) improvement of local 
infrastructure and basic services delivery, and (iii) advancing the policy reforms governments 
and strengthening their capacity.  
 


