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1. Sector Performance, Problems, and Opportunities  

1. Sri Lanka is experiencing rapid gross domestic product growth of 7.4% per year (2014), 
and increasing urbanization; in 2014 18% of the population was urban, and it is estimated the 
proportion will increase to 30% by 2050.1  
 
2. Water supply and sanitation. The Government of Sri Lanka’s sector targets for 2015, 
according to the National Water Supply and Drainage Board (NWSDB), were to increase (i) safe 
water supply coverage to 87%, (ii) access to piped water supply to 47.3%, (iii) adequate 
sanitation to 89.7%, and (iv) piped sewerage coverage to 3%. As of 31 December 2014, the 
government had achieved (i) safe water supply coverage of 84.6%, (ii) access to piped water 
supply of 44.3%, (iii) adequate sanitation of 86.7%, and (iv) piped sewerage coverage of 2%. 
The responsibility of the NWSDB extends over the entire country, but its services in rural areas 
are very limited; investments are inadequate to undertake such projects, low population densities 
result in high costs to pipe water to rural areas, and achieving cost recovery from rural 
populations is problematic. The NWSDB is not the only provider of drinking water. Many local 
authorities, especially Pradeshiya Sabhas,2 provide drinking water, but the supply is insufficient 
and not available throughout the day. In addition, community-based organizations (CBOs) 
operate piped water supply schemes in rural areas. The piped water supply services provided by 
Pradeshiya Sabhas and CBOs represent about 10% of the total piped water supply services in 
Sri Lanka.  
 
3. Chronic kidney disease and safe drinking water. Chronic kidney disease (CKD) of 
uncertain origin was first detected in the early 1990s in the North Central Province, and gradually 
detected in some areas in the Central, Eastern, North, North Western, and Uva provinces as 
well.3 CKD is caused by wide range of precipitating factors, with the lack of safe drinking water 
considered a major factor. The World Health Organization has recommended that provision of 
safe drinking water be prioritized for investment. The government has made addressing CKD a 
top priority, and established a presidential task force on CKD prevention in 2015. 
 
4. Roads. Road improvements produce significant economic and social benefits. Sri Lanka 
has 115,862 kilometers (km) of roads. There are 11,671 km of major roads (class A and B), 
15,532 km of provincial (class C) roads, 64,659 km of local authority (class D and E) roads, and  
24,000 km of others (unclassified) roads.4 Class A and B roads are maintained by the Road 
Development Authority, class C roads by provincial councils, and class D and E roads by local 
authorities. The central government provides local authorities with annual grants for road 
maintenance, including improvements and modernization. In addition, local authorities can make 
funds available from their budgets for road maintenance. However, the resources available from 
the central government and other sources are hardly sufficient to undertake the improvement of 
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more than a few km per year in each local authority. The main problem with these roads is their 
rapid deterioration, especially after the rainy season, negating any improvements carried out. 
 
5. Solid waste management. Solid waste management is a key responsibility of local 
authorities, which are making efforts to improve solid waste management through locally and 
externally funded projects. Small local authorities generate less than 2 tons per day (estimated), 
and in some areas market wastes are used for composting. However, most local authorities, 
irrespective of size, find it extremely difficult to deal with this responsibility because of a lack of 
expertise, funds or suitable sites for treatment and disposal. A few landfills and a number of 
compost plants have been constructed through the national solid waste management project 
implemented by the Central Environmental Authority, and support provided by the National Solid 
Waste Management Support Center, but the situation that local authorities face with respect to 
solid waste management continues to be a major concern. The focus has now shifted on 
reducing waste generation and transportation by encouraging onsite composting through 
compost bins.  
 
6. Community health. The provision of primary health care is a responsibility of local 
authorities, which are generally expected to provide clinics, midwifery services, and other 
community health services. Health service centers that are not part of the central government 
receive drugs and equipment from provincial councils. Senior professional medical staff such as 
doctors serving in large hospitals are governed under the national services and appointed to 
provincial authorities on release from the central government. Some local authorities have their 
own directly recruited medical officers. The project can contribute to strengthening local 
governance in community and preventive health care, but this would necessitate clearly defining 
and realigning the responsibilities of various authorities. The Ministry of Health highlights the 
needs to strengthen and develop screening methods and an early detection program in areas 
affected by CKD. Prevention is recommended as essential for addressing CKD.  
 
7. Local finance and governance. The 13th amendment to the constitution introduced in 
1987 created nine provincial councils. There are currently nine provinces, 25 districts, and 336 
local authorities (23 municipal councils, 41 urban councils and 272 Pradeshiya Sabhas). 
Although falling under the purview of provincial councils, local authorities continue to be 
governed by dedicated laws enacted by the central government prior to 1987, and are also 
bound by national policies. The central government supplements the budgets of provincial 
councils, because the revenue raised by local and provincial governments is insufficient. The 
regulatory framework applicable to local authorities needs to be updated to reflect the current 
costs of service delivery and to strengthen own-source revenues. Improving service delivery 
depends on enabling governance and related financial enhancement measures. At present all 
externally funded projects to support service delivery in local authorities have revenue 
enhancement measures as one of their key components, and are attempting to raise the 
awareness of local authorities regarding the creation of own-source revenues for service 
delivery. The Ministry of Provincial Councils and Local Government is in the process of 
amending local government ordinances and acts to enhance democratic governance.  
 

2. Government’s Sector Strategy  

8. A new government was formed in September 2015, and its budget speech for 2016 
indicated the government’s policy direction, 5  with proposed medium-term strategies of (i) 
generating employment opportunities, (ii) enhancing income levels, and (iii) developing rural 
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economies that show the government’s initiative for overall development of the water supply and 
other municipal Infrastructure and services sector.  
 
9. The vision is thematic, with a focus that goes beyond market-based economic prosperity 
to improving access to services that will boost growth—such as roads, power, 
telecommunications, and information technology—as well as social and environmental services. 
The focus is not only on return for investment, but aims to provide equitable access to 
infrastructure to enable people to engage in gainful economic activities.  
 
10. Local authorities are to diversify patterns of finance by accessing private capital and 
retaining earnings; improving the management and sustainability of investments through better 
operation and maintenance; improving the reliability of services; fostering environmental 
protection and conservation; and enhancing the financial and managerial autonomy of public 
providers, private participation, and efficiency incentives. The government is focusing on (i) 
strengthening responsiveness by local authorities to the needs of citizens, and (ii) infrastructure 
upgrading. The overall objective of enhancing infrastructure in response to community needs is 
governed by the principles of equity, inclusiveness, and responsiveness.  
 
11. The targets for water supply and sewerage are in Table 1. In addition to physical targets, 
the policy stresses the sustainability of water sector operations through a variety of measures, 
including reducing nonrevenue water, improving operation and maintenance, introducing 
institutional financing for the sector, improving the quality of services, and preventing pollution 
through better sanitation facilities. The government stresses the role of small townships as local 
service centers and thus intends to fully upgrade and augment the water supply and sanitation 
services in these towns to a level that can be managed locally.  
 

Table 1: Safe Water and Sewerage Coverage, 2009–2020 
Item 2009 2015 2020 

Safe water coverage (%) 85 94 100 

Piped water availability (%) 37 44 60 

Water connections (NWSDB schemes) (‘000) 1,267 1,600 3,000 

Piped sewerage coverage (%) 2.5 3.0 7.0 

NWSDB = National Water Supply and Drainage Board. 
Source: Government of Sri Lanka. 2010. Mahinda Chintana—Vision for the Future: The Development 
Policy Framework. Colombo. 

 
12. Due to the high likelihood that unsafe drinking water is linked to CKD, the NWSDB has 
been tasked with preparing projects for safe drinking water supply in the affected areas. A total 
investment of about $850 million is estimated to be required over the long term. NWSDB is 
supporting safe drinking water supply through installation of reverse osmosis plants, 
procurement of water bowsers to carry safe drinking water to remote areas, extension of the 
existing water supply network, and rainwater harvesting, but large-scale interventions to provide 
safe drinking water supply are required to address the urgent need of local communities to 
reduce the risk of CKD.  
 
13. For quality of life and environmental conservation, solid waste management is considered 
an important national priority. The focus is to ensure improved collection, treatment, and disposal 
of waste, adhering to the principle of reduce, reuse, and recycle.  
 

3. ADB Sector Experience and Assistance Program  

14. Asian Development Bank (ADB) assistance in local development has taken a balanced 
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approach, integrating infrastructure development, inclusiveness in planning and design, and 
institutional development. ADB programs have stressed the importance of basic urban service 
delivery and investment sustainability, and the need to integrate these into institutional reform. 
Lessons in the sector include the following:6 
 

(i) considering the importance of government ownership, the local government must 
be involved in preparing and implementing the project; 

(ii) planning and investment decisions should be inclusive;  
(iii) continued political commitment is required for successful policy implementation;  
(iv) projects should facilitate dialogue with a broad audience and the timely 

dissemination of relevant knowledge;  
(v) investments need to be linked with reforms and continued institutional 

strengthening;  
(vi) after handing over the management of water schemes to local authorities and 

CBOs, continued support during the transition and follow-up period is required to 
ensure sustainability. Capacity development needs to include not only technical 
aspects of operation and maintenance but also financial management, water 
demand management through public awareness campaigns, and the protection of 
water sources, including water conservation;  

(vii) traditional approaches to least-cost options for planning water supply and 
sanitation projects should yield to a more integrated approach, including supply 
and demand considerations, to achieve more sustainable resource use; and  

(viii) better linkage between health outcomes and water supply and sanitation should 
be promoted through the inclusion of sanitation, hygiene, and health-promotion 
programs in the design of water projects.  
 

15. The importance of developing small-scale enterprises, enhancing the capacity of local 
services delivery institutions, empowering local bodies to undertake development initiatives, and 
decentralizing decision-making processes was emphasized in the validation report of the Sri 
Lanka country partnership strategy for 2009–2011.7  
 
16. The lessons outlined above have been upheld in more recent ADB-financed projects 
supporting local government infrastructure, including the original Local Government 
Enhancement Sector Project.8 Support will be more effective and more likely to be sustainable 
when infrastructure improvement is demand-driven and linked with local government reform and 
capacity strengthening. The design of the project has incorporated these lessons and intends to 
support infrastructure development and strengthening of local authority capacity, including local 
fiscal improvement and governance reforms. ADB is taking the lead in financing safe drinking 
water supply in CKD-affected areas in line with the current country partnership strategy, which 
prioritizes inclusive and sustainable economic growth, including improving access to drinking 
water in lagging regions.9
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9
  ADB. 2015. Interim Country Partnership Strategy: Sri Lanka, 2015–2016. Manila. 



5 

 

Problem Tree for Water Supply and Other Municipal Infrastructure and Services 
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