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1. Public Resource Management Sector Issues and Opportunities 
 
1. The problems in Sri Lanka are multifaceted and require multi-track solutions. These include 
enhancing coverage of social safety nets, and creating economic opportunities to improving access 
to basic services, particularly in the less developed regions. The response of the government to 
these challenges has been encouraging, ranging from building a peace economy, revitalizing the 
economy of the northern region, and identification of indicative costs of rebuilding and committing to 
protecting social sector investments while reducing overall expenditures. However, the successful 
implementation of this strategy is predicated on substantial improvements in the public resource 
management system to enhance targeted social expenditures and human development.  
 
2. Improved revenue administration. One of the issues currently impairing the government’s 
ability to undertake greater investments in infrastructure and social development is the decline in 
growth of revenue collection, from 18.3% in 2007 to 16.0% in 2008. While in 2010 the budgeted 
revenue as a percentage of gross domestic product (GDP) was 14.9%, actual revenue was 14.6%. 
The fact that government revenue has increased more slowly than the tax base and non-tax sources 
of potential revenue highlights that increasing national income sources have not been successfully 
tapped, which could be due to policy issues and/or administrative loopholes. The augmentation of 
revenues becomes more imperative in the face of large investments being channeled for 
reconstruction in the Northern and Eastern provinces that have recurrent cost as well as debt 
servicing implications.  
 
3. Another major issue across the revenue management departments is related to the 
underfunding of upgrading and simplification of business processes. This includes mainstreaming 
information and communication technology (ICT) services and systems that are necessary to enable 
more efficient revenue administration. The success of the Fiscal Management Reforms Program, 
which funded necessary ICT infrastructure for the Inland Revenue Department, points to the need for 
an integrated revenue administration system to run on this infrastructure backbone to reduce human 
interventions and increase efficiency and transparency in revenue collection. Better revenue 
administration is supported through the Fiscal Management Efficiency Project. However, this system 
needs to cater to the tax and financial management needs of municipal corporations and municipal 
bodies across the country in the near future.  
 
4. Efficient public budget and expenditure management. The rebuilding process depends 
on appropriate investment choices within limited fiscal space, with implications for sustainability and 
indebtedness. These choices and the quality of decision making are, in turn, determined by the 
systemic capacities covering the availability of requisite information, skills sets, and institutional 
arrangements for effective oversight that feed into informed decision making on public resource 
allocation. Large funds are being channeled by donors and development partners toward 
reconstruction and rehabilitation. To improve the efficiency of public investments and to manage the 
associated fiduciary risks, it is critical for expenditures to be well-planned and for a results-based 
monitoring and evaluation mechanism to be established to increase the accountability of spending 
units. Although development-oriented expenditures are constrained by high recurrent expenditures 
related to salaries, pensions, subsidies, and support to public enterprises, the expected decline in 
defense expenditures is an opportunity for the government to reorient its expenditures to 
investments in pro-poor social and physical infrastructure, and for reconstruction and rehabilitation 
activities. Sectoral expenditure plans that focus clearly on outcomes could significantly increase the 
allocation efficiency of public expenditure.  
 
 2. Government’s Strategy 
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5. At the core of the government’s strategy for development in Sri Lanka is the 10-year 
development policy framework (Mahinda Chintana)1. The framework has developed a three-pronged 
approach to stimulate economic growth and to ensure that it trickles down equitably: (i) increasing 
investment levels, (ii) enhancing international competitiveness, and (iii) strengthening global 
connectivity. The framework also specifies ways to enhance social development through (i) special 
strategies for lagging regions, (ii) nationwide investment to ensure more equitable access, and 
(iii) village development. The government strategy focuses on more equitable growth, and argues for 
a more prominent role for the state in economic development. In line with this development 
framework, strengthening the investment climate is an important agenda to be urgently addressed. 
Continued public resource management is critical to create more fiscal spaces needed to allow the 
government to increase investments, and thus to establish enabling environments for investments. 
Continued revenue administration, treasury management, and other revenue-generating reforms will 
help secure more resources to much-needed social and economic infrastructure. This will promote 
private sector investment, leading to an enabling environment for more investments as well as more 
income generation and employment. 
 

3. ADB Sector Experience and Assistance Program 
 
6. ADB’s country partnership strategy (CPS) for Sri Lanka, 2009–20112 is based on lessons 
learned, especially on conflict sensitivity and governance issues, and also on the Independent 
Evaluation Department’s assessment of the country’s development challenges. Consistent with the 
need for stronger government ownership, ADB’s strategy for Sri Lanka focuses on two pillars 
identified in the 10-year development framework: (i) strengthening the investment climate, and 
(ii) achieving socially inclusive development. Governance, including capacity development, private 
sector development, and gender mainstreaming are crosscutting themes in ADB’s strategy for the 
country. 
 
7. While the CPS was prepared against the background of the conflict, it built on ADB’s 
experience of operating in the country’s conflict-affected areas. Support to areas affected by the 
conflict is, therefore, an important dimension of the CPS. This includes the (i) continued 
implementation, wherever possible, of the existing pipeline of projects for the North and East; 
(ii) design of new projects for conflict-affected areas and adjacent areas and provinces; and 
(iii) development of new nationwide projects with components for the North and East. Despite the 
end of the conflict, ADB’s strategy in Sri Lanka is to adhere to the conflict sensitivity guidelines, as 
set out in the CPS, to ensure that ADB-supported activities do not inadvertently create social 
tensions. The proposed projects also adhere to these guidelines. 
 
8. Public budget and expenditure management. In line with public budget and expenditure 
management, an e-procurement system is needed for supporting the government to standardize 
procurement approaches and practices across government agencies by introducing (i) a standard 
bidding document; (ii) standard contract documents and implementing an ICT system to support the 
government in planning and procurement of goods, works, and services. The proposed system can 
support the government during the entire procurement lifecycle covering (i) procurement planning, 
(ii) identification, (iii) consolidation and aggregation of procurement requirements, (iv) bidding 
process and vendor selection, (v) contract management, and (vi) payments to the suppliers. Many 
countries have adopted a customized development solution for implementation of the e-procurement 
system, considering that government procurement practices are significantly different from those of 
the private sector, and government procurement is guided by the procurement act and regulations. 
The scope of integration between the Integrated Treasury Management Information System (ITMIS) 
and the e-procurement system is important, especially in the area of payment management. 

 

                                                 
1 Department of National Planning, Ministry of Finance and Planning. 2010. Sri Lanka, The Emerging Wonder of Asia: 

Mahinda Chintana—Vision for the Future. Colombo. 
2 ADB. 2008. SRI Country Partnership Strategy 2009-2011. Manila 



3 
 
9. Enhanced human resources management. Capacity constraints related to human 
resources in the public sector financial management system were identified through the Fiscal 
Management Reforms Program and the Fiscal Management Efficiency Project. Constraints in this 
area include (i) ensuring an effective management information system in revenue administration and 
integrated treasury operations to derive maximum benefits from technology; (ii) developing the skills 
and knowledge of relevant staff members and managers at the Ministry of Finance and Planning 
(MOFP) to use the new information technology (IT)-enabled systems effectively; (iii) ensuring 
effective project management for relevant projects; and (iv) ensuring that, institutionally, there is 
greater awareness of other aspects of budgeting and revenue and treasury, such as how to enhance 
gender responsiveness in budgets. Furthermore, given the lack of a systemic approach for human 
resources management, the establishment of a Human Resource Management Information System 
(HRMIS) for the entire lifecycle management of government employees in Sri Lanka is required to 
cover recruitment through retirement. The proposed system can support the government in effective 
management of human resources through planning, deployment, career development, and 
day-to-day administration of employment terms and benefits. 
 
10.  Revenue-generating land record management. The present land management pattern 
and registration system is extremely complicated in Sri Lanka. There are diverse methods in which 
land records are updated and the problems associated with each of them give rise to numerous 
disputes. Difficulties in redressing the problem arise from (i) the absence of an up-to-date database 
on land records and cadastral index maps, (ii) the lack of transparency in land registration systems, 
(iii) inadequate land laws, (iv) unclear delineation of state land, and (v) the weakness and inability of 
the justice system to deal with land disputes. The use of ICT in land records management enables 
accelerated storage, processing, and retrieval of information in land records. Land record digitization 
can help generate revenue, since proper land records are essential for the collection of significantly 
higher revenue from land. Furthermore, automation of land registration should also promote more 
efficient and secured lending based on land collateral. The land title program started in 1998, and the 
Land Settlement Department had registered 9,633 land parcels in 2002, including state and private 
ones. The Land Ownership Act was approved by the Cabinet in 2003. A World Bank project funded 
$5 million, and subsequent to a long period of preparatory work and a public awareness campaign, 
3,000 parcels computerization was completed and the World Bank project was closed. It is proposed 
to continue these efforts through funding support from ADB. 
 
11. Enabling the investment climate. The investment climate in the country has a direct bearing 
on the overall economic growth. Business registration reforms and supporting IT systems have a 
significant role to play in improving the investment climate and business/investor friendly image of 
the nation. The proposed business registration system implementation for the country (for Registrar 
of Companies) can support in (i) simplifying the business registration processes and subsequent 
compliance-related procedures stipulated for businesses/companies operating in the country; and 
(ii)  establishing an online system for (a) registration of business entities, and (b) online filing of 
documents (balance sheets, audited statements, etc.) for compliance requirements.  
 
12. Common service centers are to support the government in delivering the critical Government to 
Business (G2B) and Government to Citizen (G2C) under one roof through single window service 
delivery centers and common service centers. The objective is to improve convenience for citizens 
and businesses to interact and complete the services and transactions of multiple government 
agencies under a single roof, without having to travel to each ministry and department for different 
services. These centers will be established on a pilot basis in designated districts, including major 
tax and revenue circles. These centers will be primarily used for delivering the services of the Inland 
Revenue Department, and the Ministry of Land and Land Development at the beginning; they can be 
expanded to other government agencies at a later stage. ADB supported activities will include (i) 
creating an effective design for these centers, (ii) procuring computer hardware, (iii) planning and 
designing the information and service contents of these centers, and (iv) recruiting customer service 
associates to manage these centers for a limited period.  
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Problem Tree for Public Resource Management 
 
 

 
 
 
 
Source: Asian Development Bank. 
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Sector Results Framework (Public Sector Management, 2012–2016) 
 

Country Sector Outcomes Country Sector Outputs ADB Sector Operations 
Sector Outcomes with 
ADB contribution 

Indicators with Targets 
and Baselines 

Sector Outputs with 
ADB Contribution 

Indicators with Incremental 
Targets 

Planned and Ongoing ADB 
Interventions 

Main Outputs Expected  
from ADB Interventions 

Greater sustainability 
and more efficient use of 
public finance  

Increase in gross 
investment to GDP ratio 
to 34% by 2014  
(2010 baseline: 27.8%) 

Increase in private sector 
investments to 27% by 
2014  
(2010 baseline: 21.6%) 

Year-on-year decrease in 
total outstanding public 
debt stock to GDP ratio to 
67% by 2014  
(2010 baseline: 81.9%) 

 

Improved revenue 
administration and 
compliance, and 
efficient public financial 
management system  
 
 

Budget deficits are 
progressively reduced to 
reach 5.2% in 2012 and 
remain within the 5% 
prescribed limit of the Fiscal 
Management Act  
(2010 baseline: 7.9%) 

Year-on-year increase in tax 
to GDP ratio to 14.8% by 2014 
(2010 baseline: 13%) 

Reduce current expenditure 
to 15.1% in 2014  
(2010 baseline: 16.9%) 

Revenue administration 
management information 
system, and integrated 
treasury management 
information system 
established  
(2010 baseline: 0) 
 
1,800 officials trained in public 
financial management  
(2010 baseline: 0) 
 
3,000 officials trained in basic 
information technology skills  
(2010 baseline: 0) 

Planned key activity areas 
Strengthening an HRMIS 
 
Strengthening 
investment-related business 
registration and e-procurement 
system  
 
Expanding local government’s 
tax management information 
system 
 
Strengthening capacity building 
and training for officials and 
related stakeholders 
 
Ongoing projects 
Modernization of the Revenue 
Administration ($15 million) 

Fiscal Management Efficiency 
Project ($50 million):  
(i) Establishment of automated 
revenue administration 
management information 
system  
(ii) Establishment of integrated 
treasury management 
information system 

 

Supporting for Fiscal 
Management Efficiency 
($2 million) 

Pipeline projects with 
estimated amounts 
Second Fiscal Management 
Efficiency Project ($50 million) 

Project Preparatory Technical 
Assistance for Fiscal 
Management Efficiency 
Project II ($0.5 million) 

Planned key activity areas 

Enhanced treasury management including 
e-procurement and human resource 
management  
 

Strengthened and streamlined enabling 
environment for investments 
 

Pipeline projects 

Establishment of electronic database of all 
government employees 
 

Generation of payroll electronically for employees 
 

Usage of HRMIS for human resource 
administration activities  
 

Establishment of electronic database and registry 
for businesses  
 

Commencement of online service for business 
registration 
 

Commencement of online services for 
compliance 
requirements (filing of documents)  
 

Amendment of companies act to facilitate 
electronic transactions  
 

Establishment of e-procurement portal with online 
services for bid opportunities and bid submission  
 

Establishment of electronic database of suppliers’ 
registry 
 

Commencement of usage of e-tendering and 
e-procurement system for public procurement  
 

Ongoing projects 
Increased number of tax filers and electronic tax 
return filing 

Unique tax identification number for taxpayers 

Introduced computerized risk-based selection of 
audit files 
 

Daily reconciliation of expenditure  
ADB = Asian Development Bank, GDP = gross domestic product, HRMIS = human resource management information system. 
Source: ADB staff estimates. 
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