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PREFACE
 

This document presents the results of an Urban Sector Study for Sri Lanka,
whose objective is to provide USAID/Sri Lanka and RHUDO/Asia with an 
information base for possible future activity in urban development. This 
assignment was carried out as RFS #138, under contract No. OTR-1 002-C
00-5189-00, with the Office of Housing and Urban Programs of the U.S. 
Agency for International Development. 

The authors wish to thank all those persons who gave of their t.ime in the 
elaboration of the present study. Their names appear on the listing that 
follows. A special thanks is due Ms. Dianne Tsitsos, Mission Housing
Advisor, USAID/Sri Lanka, for the guidance and insights provided over the 
course of the assignment. 

The field portion of the study was carried out by Robert Merrill, Team 
Leader, and Lee Baker, both of PADCO's permanent staff, during Decem
ber 1989 and January 1990. 



EXECUTIVE SUMMARY
 

1. 	 REVIEW OF CURRENT SITUATION-PRINCIPAL FINDINGS 

A. 	 POPULATION GROWTH AND DISTRIBUTION 
, 1971-81 population growth at 1.2 percent is less than total population

growth of 1.6 percent; urban growth usually twice total population growth 
at 2.5 percent to 3.0 percent in other developing countries. 

* 	percent urban remained roughly constant: 1963-19.1 percent; 1971-22.4 
percent; 1981-21.5 percent; projected at 20.5 percent in 1991. 

* 	primacy of Colombo and Colombo Metropolitan Region (CMR): 
-- 4 out of 5 largest cities in CMR 
-- Colombo 3.4 times larger than second largest city (Dehiwala-Mt. 

Lavinia)
 
-- Colombo 6 times larger than Jaffna
 

B. 	 THE URBAN ECONOMY 
* 	Approximately 73 percent of total GDP from non-agricultural prouuction.
" 	Urban employed approximately 1million, or 19 percent of total employment

in 1985-86. 
* 	Over half of urban employment is in services sector. 
" 	Western Province accounted for over half employment in: 

-- finance, insurance, real estate--56 percent 
-- transport--51 percent 
-- manufacturing--50 percent 

C. 	 URBAN INSTITUIONAL FRAMEWORK 
" Plethora of institutions: see USAID/Sri Lanka MHA chart (Annex 1)
" Inefficiency of UDA 
" Relationship of UDA to TPCD
 
" Role of GCEC
 

D. 	URBAN FINANCE 
* 	Three principal sources of Provincial Council revenues: Central Government, 

own source revenues, and loans from commercial banks. 
N Budget funds to be channeled through Provincial Councils to Urban Local 

Authorities (ULAs) in 1990. 
* 	Percentage of expenditures covered by Urban Local Authority (ULA) 

revenues is significant: 77 percent in 1986, 69 percent in 1987, and 76 
percent in 1988. 

* 	ULAa to lose electricity and water revenue. 
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" Rates (property tax) ac.,ounted for only 12 percent of ULA revenue in 1988. 
" Local Loans and Development Fund (LLDF) under-funded and non-active. 

E URBAN LAND 
" Land titling and registration based on antiquated deed and notary system. 
" Five types of legal and tenure forms of inheritance complicate government 

land assembly and private transactions. 
" 	Land values in Colombo Municipal Council (CMC) area increased by 15.5 

pGrcent per year in real terms from 1976 to 1989 and 13 percent per year 
in 13 surrounding ULAs, restricting middle- and low-income families to land 
on Colombo' urban fringe. 

" Growth presssure in Greater Colombo has forced local authorities to 
approve land subdivision without full provision of services. 

" Lack of coordination among government land development agencies in 
subdivision approval process, i.e., UDA, NWSDB, Land Reclamation, ULAs. 

F URBAN INFRASTRUCTURE CHARACTERISTICS 
" Less than 24 hour, untreated water supply in many ULAs.
 
" Electricity still being bought in bulk and sold by local councils.
 
" Many ULAs have flooding problems, but lack funds to correct them.
 
" Seepage of sewage into open drains and reservoirs (tanks).
 
" Circulation space in Colombo less than half that of most cities.
 
" Great need for solid waste disposal system, septic tank emptiers and fire
 

trucks in many ULAs. 

G. URBAN SHELTER jCT1VI1mES 
* 	Housing production increased vis-a-vis household formation between 1971 

and 1981; persons per room declined from 2.8 to 2.2. 
* 	Housing quality improved during 1971-1981 period; "permanent" dwellings 

increased by more than 33 percent. 
* 	Waster and electricity coverage in urban areas increased from 35 and 45 

percent, respectively, in 1971, to 46 and 49 percent in 1981. 
* 	 125,000 individuals, or 21.5 percent of Colombo' population, lived in 

"shanties" in 1981. 

* 	 80 percent of Sri Lankab housing investment originates with household 
resources. 

* 	 More than 800,000 families benefited by Million Houses Program (MHP) 
through September 1988. 

* 	Cost recovery under MHP suffered major setback with forgiveness by new 
Government of repayment for foodstamp holders. 
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H. 	 ENVIRONMENTAL CHARACTERISTICS OF URBAN AREAS 
, Principal environmental problems of urban development include: increased 

wastewater generation, increased flooding, uncontrolled land reclamation, 
and increased air pollution. 

" Environmental policy and control characterized by fragmented and generally
weak institutional framework: Central Environmental Authority (CEA), Urban 
Development Authority (UDA) and Naional Building Research Organization
(NBRO), and the Greater Colombo Economic Commission (GCEC). 

1. 	 MISSION ACTV1ES RELATED TO URBAN 
" USAID/Sri Lanka 1992-1996 CDSS strategy focuses primarily on employ

ment and income generation. 
" 	Agriculture/rural development and private sector development are principal 

sectors addressed in Mission strategy. 
" Housing Guaranty (HG) program contributes significantly to both Mission 

sectoral initiatives. 

II. 	 SECTOR DEFINmON/IDENTIFCATION OF KEY ISSUES 
The previous section outlined the characteristics of Sri Lanka' urban sector. Inattempting
to define the urban sector according to its size, growth trends, linkages to the rural sector 
and capacity to plan and manage urban growth, this section highlights what are felt to be
the sectorls key issues. Subsequently, the final section will outline the steps USAID/Sri
Lanka might take to address them. 

A. 	 URBAN POPULATION GROWTH TRENDS 
The lack of definition of and the rapid increase in the number of urban areas 

from 1953 to 1971, i.e. 43 to 135, complicates the analysis of urban growth. Due to the 
relative stability in the number of towns between 1971 and 1981, projections by town size 
have therefore been carried out based on this period rather than going back to prior 
censuses. In the absence of qualitative socio-economic data on various categories of 
towns, the projections contained inTable 2.4 of the text have been done on a straight line 
basis. ThL',, the trends from 1971 to 1981 have necessarily been intensified in that the
growth of towns in the 20-25,000 range and over 100,000 has increased, accounting for 
some 73 percent of the urban population in 1991, while population in the lower ranges
and the 50-100,000 range has fallen. Further, total urban population increased at roughly
1.7 percent per annum for a total of 3.7 million. According to Department of Census and 
Statistics population projections, this would be 20.9 percent of total population in 1991,
which is roughly the same as the urban population in previous censuses. 

B. 	 SPATIAL DISTRIBUTION OF POVERTY 
The spatial distribution of poverty in Sri Lanka can be approximated from data

pertaining to the distribution of food stamps, or poor relief, nationwide. Families with 
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incom .s less than Rs.700 per month are entitled to such relief. Table 2.5 of the text
shows the percentage of those receiving food stamps as a percentage of total population
for each district. The spatial variation of the population receMng food stamps is readily
apparent from the table. While Colombo and the surrounding districts have the lowest 
percentage on food stamps, i.e. an average of 28 percent, the districts in what is now the 
North Eastern province have by far the highest, an average of 67 percent. This might be 
expected since this province has been the location of most of the hostilities since 1983.
More than 50 percent of the population in the North West (Kurunegala) and Sabaraga
muwa (Ratnapura) provinces also receive food stamps. Since the figures are not broken
down by urban and rural areas, it is unknown whether the distribution of poverty as indi
cated by the distribution of foodstamps is highly associated with urban areas. The fact
that the urban mean and median per capita incomes increased by over twice as much 
as that in the rural sector from 1981 to 1985 (see Table 1.5), however, indicates that 
poverty, as measured by income, is still predominant in the rural areas. Further, the prov
inces with the highest percentage of foodstamps contain districts with some of the lowest 
population densities (see Map 4, Popu;ation Density by District). 

C. IMPACT OF DEVOLUTION ON PROVINCIAL COUNCILS AND LOCAL 
AUTHORITIES 
Given the importance of Governmentt new administrative structure on urban

development in Sri Lanka, several issues arise with respect to the impact of devolution 
on the provincial councils' and local authoritf!,3s' capacity to plan and manage urban 
growth. These issues can be grouped into administrative, planning and financial aspects. 

1. Administratie: The major linkages addressed to c' .4e inthe implementa
tion of the Governmentt devolution program are between the Provincial Councils and the 
Local Authorities. While the fact that 257 Pradeshiya Sabhas are reporting to only eight
Provincial Councils is an issue in itself from an administrative capacity perspective, a more 
crucial issue for urban development is the relationship of the ULAs to the Provincial 
Councils. This relationship is critical since urban growth and urban development will
henceforth be viewed in the provincial context. Although the relationship between the
Provincial Councils and the ULAs has become more cooperative, the principal danger is 
that, in the interests of 'provincial development', the administrative capacity of the
Provincial Councils will be concentrated on the Pradeshiya Sabhas to the detriment of the 
ULAs. Thus, without a spokesman at the center such as the former Commissioner of 
Local Government, many ULAs could be left on their own to deal with growing urban
problems. While Phase IV of the UPU will address this issue, it remains to be seen
whether the Ministry of State for Provinciai Councils will also become an advocate for ULA 
staffing and funding. 

2. Planning: Another issue basic to the capacity of Provincial Councils and
Local Authorities to plan and manage urban growth is the approach to planning as well 
as the planning capacity that exists at both levels. It was seen that, at the provincial level,
the approach is primarily economic development planning, and this capacity is generally
quite limited. On the other hand, at the level of the ULA, development planning exists only 
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in the selection of projects for the capital budget, which is a small minority of total
expenditure, while physical planning is concentrated on static land use control plans.
Thus, while there is an opportunity to effectively plan and manage urban growth since 
central development administration is being devolved to the field, this opportunity will be 
lost ifplanners of the provincial level are not made aware of the spatial consequences of 
their investments and planners in the ULAs continue to take a map oriented vs. a 
program oriented approach. Although the UDA has had contacts with several Provincial 
Councils and would assign planners to Provincial administrations if requested, the UDA
has yet to determine iftheir planning powers conflict with those of the Provincial Councils. 
The UDA, therefore, feels that the Provincial Councils have the prerogative to request
physical/structural planning assistance as needed. Thus, it seems that up to now the 
UDA has not seized the opportunity to integrate physical development planning with 
economic development planning such that urbanization and urban growth can be guided 
at the Provincial level. 

3. Finance: Financing urban development is the third crucial leg ingauging
the impact decentralization will have on the capacity to manage urban growth. Even if 
administrative and planning capacities were adequate, without sufficient funds, urban
problems would overwhelm provincial councils and local authorities. In view of the fact 
that property taxes, the main source of local revenue, accounted for only some 15 
percent of ULA revenue in 1988, and revenue grants at 31 percent of total revenue are 
mainly used for recurrent costs, the major issue in the financing of urban development
is the mobilization of funds to implement and maintain urban infrastructure and services. 
Since government has requested ULAs to limit capital expenditure, an increase in reienue 
grants through the Provincial Councils is highly unlikely. Thus, if the ULAs are to maintain 
expenditure commensurate with managing and controlling urban growth, local funding will
have to be mobilized on a hitherto unprecedented scale. This will entail not only an
increased effectiveness in the assessment of properties and the administration of the 
property tax, but also the initiation of various means by which to increase collections of 
the Business Turnover Tax, especially on small businesses, without stifling small enter
prise. Both of these are sophisticated exercises which will entail assistance from the World 
Bank Urban Program Unit (UPU). Another source of funds is a resuscitated Local Loans 
and Development Fund (LLDF) (see Section III.C.3). However, in order to receive loans,
ULA cash flows will have to be positive in the long run. In summary, under the new 
administrative structure, ULAs will have to take definitive steps to build their own resource
and revenue base if they are to finance local urban development as well as become 
centers of economic growth in the Provinces. 

D. IMPACT OF URBANIZATION ON COLOMBO 
The primacy of Colombo and the magnitude of its urban problems serve to 

highlight an essential characteristic of the urban sector in Sri Lanka, i.e. its duality. While 
the difference in urbanization and urban problems between Greater Colombo and outlying
ULAs is primarily one of scale, any assessment of the countryls urban sector should take
into account this basic duality. Although time and a lack of disaggregated socio-economic 
data has not permitted an indepth analysis of the duality, the major issues of urbanization 
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In Colombo can be set out along the same lines as those in the previous section. In this 
mannei; an idea of the duality can be obtained by comparing urban issues between 
Colombo and outlying ULAs along administrative, planning and financial lines. 

1. Admir Ve: 
In the creation of the provincial administration, itwas apparently decided 

not to create a separate governmental unit for the Greater Colombo area. Thus, Greater 
Colombo is still comprised of two municipal councils, five urban councils and nine town 
councils, an obvious fragmentation of urban government to which another layer of 
administration has been added, the Western Provincial Council. The lack of n Colombo 
metropolitan government has a significant impact on the coordination and implementation
of urban development. Although most of the primary infrastructure investment is
undertaken by line agencies, each local authority is responsible for development and 
maintenance of secondary and tertiary networks as well as local sanitation and health 
services. These services can only deteriorate as the growth of Greater Colombo outstrips 
a fragmented administrative capacity. 

In addition, although the Western Province is the most highly urbanized province, it will 
still have to serve the needs of its respective Pradeshiya Sabhas. Thus, as brought out 
in the previous section, the issue of lack of a central administrativra body or advocate in 
the central government also applies to the ULAs in the Greater Colombo area. A related 
aspect of this same issue is the relationship between the Colombo Municipal Council and 
the Western Provincial Council. Time did not permit the determination of their respective
responsibilities and to what extent the CMC will have autonomy in the formulation and 
implementation of urban programs and in what respects it will have to report to the 
Provincial Council. However, as indicated earlier, if the Western Provincial Council can 
play a planning coordination role among the various local authorities, this could be a step
towards the ultimate realization of a Greater Colombo administrative unit. 

2. Planning: The establishment of a definitive boundary for the Greater 
Colombo area as well as an area-wide planning commission could substantially ameliorate 
administrative and planning coordination problems in the metropolitan area. However, the 
same planning problems plague the local authorities in the Greater Colombo area as 
those in outlying areas, i.e., the approach to planning as a land use control mechanism 
rather than a dynamic, programmatk,, vuhicle with which to guide urban development. The
need for a structural development plan is particularly evident in the Western Province. It 
is here where the lack of attention to tho spatial aspects of planning are manifest. Thus,
the issue of integrating economic and physical planning, which has more time to be 
resolved in rural provinces, becomes an imperative in the Western Province where urban
growth is rapidly becoming uncontrollable. The major issue, therefore, is whether a 
Uynamic' planning capacity exists either at the Municipal or Provincial level to develop 
and implement such a plan. 

3. Financial: Given the increasing dernand for urban services in the
Colombo area, the financial requirements of the Metropolitan Colombo ULAs are even 
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greater than those for outlying ULAs. Thus, local resources should have been proportion
ately more developed to meet these needs. This, however, has not been the case since 
local authorities in and around Colombo continue to rely on central government revenue 
grants and, more significantly, investment by line agencies. ft will be seen in Section 
I.J. Other Donor Activities, that this investment has been heavily financed by external 
donors thereby creating a debt fur the country as a whole. ft is uncertain, however, if the 
central government will be willing to undertake additional debt in order to continue to 
finance urban infrastructure in Colombo. This along with the limitation on future revenue 
grants, leads to the same financial issue affecting outlying ULAs, i.e. the requirement to 
mobilize local resources. While assessment and taxing capabilities might be more sophis
ticated in Colombo, the financial need is also greater. Thus, not only will the property tax,
the B.TT and other local revenue sources have to be administered more effectively, but 
also the line agencies will have to become more efficient in charging the full costs of 
public services. 

E. URBAN-RURAL UNKAGES 
This section attempts to set out the relationships between the urban and riral 

sectors with a view to describing how the urban sector interacts with larger social and 
economic trends; and, perhaps more importantly for any urban development strategy,
how urban centers relate to rural areas. 

1. Urban Unkages to the National Economy: The Primacy of Colombo 
Based on available data, Section I.B, Urban Sector in Economic 

Development, summarizes the urban sectort role in the economy, viz: 
* 	Some 73 percent of GDP is from non-agricultural production. 
* 	 Urban employment was approximately 1 million or 19 percent of total employment in 

1985/86. 
* 	Over half of urban employment is in the services sector. 
* 	The Western Province accounted for over half the employment in: 

-- finance, insurance, real estate--56 percent
 
-- transport--51 percent
 
-- manufacturing--50 percent
 

With respect to the economic primacy of Colombo, it was seen in the previous section 
that: 
* 	36 percent of industrial en iployment and 65 percent of industrial output was associated 

with the Western Province, in particular with the districts of Colombo and Gampaha. 
* 	Between 1971 and 1981, 57 percent of the increase in manufacturing employment 

occurred in the Colombo district. 
* 	The Colombo district accounted for 42 percent of total manufacturing employment in 

1981. 
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2 Urban Lnkages to the Rual Sector 
USAID/Sri Lanka' strategy to increase income and employment

emphasizes the development of urban linkages to the rural sector as a primary means 
of relating its programs in agriculture and the private sector. To increase its knowledge
in this area, USAID has carried out several small studies in regional development in Sri 
Lanka (Berry, 1988) and urban-rural linkages as instruments of rural development (Berry,
1989). 

The latter Berry study calls for a full investigation to be undertaken on the structure of 
connections between rural and urban areas. The Study Team questions, however, 
whether a full-scale urban-rural linkage study is necessary to formulate -u, urban 
investment program, which would assist in the development of local authorities from 
market, trading and agricultural service centers to centers of exchange, employment and 
production. Given that both foreign and domestic investment funds are limited, a practical 
approach would be to locate investments in selected market towns that have growth 
potential and that serve a large population. 

Several approaches have been developed to identify market towns with growth potential.
The Study Team selected one specific methodology that has been successfully applied
in several developing countries. Since the approach emphasizes the importance of 
analyzing market towns in a regional context, it seems to be well suited not only to Sri 
Lankat newly decentralized administrative structure but also to the Missions regional 
development objectives. It also provides a practical framework within which to identify the 
key issues surrounding the discussion or urban-rural linkages in Sri Lanka and to identify
the next steps in carrying out the exercise. It is, therefore, summarized in Section II.E.2 
of the text. 

Ill. NEXT STEPS; POSSIBILITIES OF USAJD INTERVENTION 
Based on the review of the urban sector in Chapter I and preliminary findings in 

identifying key issues in Chapter II,a checklist of possible areas for USAID intervention 
was left with tne Mission at the end of Phase I of the Urban Assessment Stu... In view 
of the fact that many of the issues have been brought into clearer focus in Phase IIof the 
Study, it is worthwhile to review the list at this time as to its continued applicability. 

A. LAND 
" Examine -,e feasibility of extending the agricultural land titling project to urban areas. 
" Provide TA to review legislative framework for constraints re title transfer, land 

registration, and public sector land acquisition. 

B. INFRASTRUCTURE 
" Consider use of present and/or future HG to finance on-site infrastructure in slum and 

shanty upgrading areas. 
" Consider designing an HG sectoral loan to finance urban infrastructure, i.e., roads, 

drainage, footpaths, markets, etc., mainly in Urban and former Town Councils. 
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C. FINANCE 
" Participate in restructured and reorganized LLDF both for revenue generating and 

social infrastructure loans. 
" Support resuscitated LLDF with TAQ for restructuring, loan review, feasibility studies, 

loan monitoring, etc. 
" Ascertain role for private sector in providing housing and home improvement credits 

to low-income urban families. 

D. 	 DEVELOPMENT PLANNING 
* In Provincial Councils, ULAs and Pradeshiya Sabhas: 

-	 Provide TA to UDA, UPU and/or Provincial Councils on integration of economic 
development planning with physical plans at Provincial ULA and Pradeshiya Sabha 
levels. 

- Plans should focus on linking urban poor and small-scale informal enterprises with 
larger urban economy. 

* 	In Greater Colombo, assist Government to: 
Define Greater Colombo area of influence for purposes of planning and program
ming. 

-- Establish data management and mapping as statistical base for area of influence. 
-- Examine feasibility of establishing area-wide planning commission to coordinate 

and integrate growth of CMC and surrounding local authorities. 
-- Promote participation of private developers in the provision of services to low

income families. 
* Nationally, monitor the formulation of an Urban Development Policy by the Urban 

Development Cell in the Ministry of Policy, Planning, and Implementation and provide 
support where necessary. 

It can be seen from the foregoing that possible areas of intervention are numerous. How
ever, many of the areas are either too different from the urban sector, e.g., the agricultural
land titling project, or are presently being covered by other donor agencies, e.g., IDA 
technical assistance to the UPU and follow up financing through the LLDF, and World 
Bank and ADB funding of much of the primary urban infrastructure. 

One area, however, in which a small AID investment could have major influence on the 
direction and operations of the urban sector is through assistance to the Urban 
Development Cell (UDC) in the MPPI. According to a draft work program for the UDC 
(see attached), which was established in July 1989, its two major objectives are: 
1. 	 Formulation and implementation of an Urban Development Policy which will be 

broadly consistent with the countryt medium term economic growth and long-term 
development objectives. 

2. 	 Coordinate and spearhead the implementation of urban development projects and 
programs including World Bank and Asian Development Bank assisted urban 
sector projects. 
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The work program goes on to list the five basic responsibilities assigned to the UDC: 
1. 	 Study and review the countryl on-going urban development activities with the 

ultimate objective of evolving a comprehensive urban development policy. 
2. 	 Formulate medium- and long-term urban sector strategies and identify projects and 

programs to be implemented by the relevant agencies. 
3. 	 Coordinate urban-related development activities of all agencies and monitor their 

performance. 
4. 	 Coordinate implementation of donor funded projects, including projects to be 

funded by the World Bank and the Asian Development Bank. 
5. 	 Appraise all capital expenditure projects and programs implemented by UDA with 

the objective of satisfying the financial viability of projects and generating a net 
return on investment to UDA. 

As can be seen, the foregoing are formidable tasks. The UDC realizes this in that ithas 
set one year for completion of the first task--the formulation of an urban development
policy. However, the UDC essentially does not have a staff in that it is composed of senior 
government officials with full-time responsibilities elsewhere, viz: 
" The Chairman of the UDA, who is also the Chairman of the HDFC and Air Lanka; 
" The 	Director of the Division of Industry and Construction in the National Planning

Department of the MPPI, who also acts as the Economic Advisor to the UDA; 
" The Director General of the UDA; 
" The Additional Director General/Director of Planning of the UDA; 
" An Economist assigned to the UDA who acts as the Secretary to the UDC. 

It is evident that the officials composing the UDC will not have the time to fulfill the respon
sibilities set out in the work program. This fact is recognized, in part, in that the UDC has 
assigned the responsibility for formulating an urban development policy to the UDA. In 
discussions with the Additional Director of the UDA, however, there seems to have been 
no work carried out along these lines as yet. 

Inspite of the lack of staff, the UDC seems to be well positioned to have an overall coord
inating and guiding influence on activities in the urban sector as a wholb. Based jointly in 
the MPPI/Ministry of Finance, it is not only composed of high government officials but 
also has a Steering Committee of Secretaries of urban related Ministries. 

Further, the UDC seems to have a substantive appreciation of the problems of the urban 
sector. The work program recognizes that there is a vacuum in the formulation and 
implementation of a definitive urban development policy and goes on to cite many of the 
issues raised in this study, e.g., the lack of an urban information base, the lack of 
coordination of urban development agencies, the lack of capacity in local authorities to 
plan and coordinate urban services, the need for a skills upgrading program in the UDA,
the need for proper feasibility studies of urban development projects, and the require
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ments for investment plans for ...selected regional towns which may eventually be devel
oped into Secondary Cities of industrial development." 

By capitalizing on this initiative by Government, USAID/Sri Lanka has an opportunity to 
intervene in the sector at the highest level. Through the provision of assistance in the 
formulation of an urban development policy, the Mission would be involved in the joint
development of the framework for an urban sector HG loan with its concomitant policy
agenda. Among other policy items, the latter could define private sector initiatives in the 
provision of urban services, including privatization of relevant agencies, as well as feasible 
linkages with the rural sector. 

Since the present work program of the UDC is extremely ambitious and the staff practi
cally non-existent, it is recommended--given Mission approval--that a short-term consult
ancy be contracted to work with the relevant officials of the UDC in scoping out a realistic 
work program, as well as the terms of reference for longer-term technical assistance. 
Even if long-term assistance were not possible, the short-term initiative would show the 
interest of the Mission in assisting Government to come to grips with a sector which, until 
recently, has been largely ignored in Sri Lanka. 
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SRI LANKA
 
URBAN SECTOR STUDY
 

I. REVIEW OF CURRENT SITUATION 

A. URBAN POPULATION GROWTH AND DISTRIBUTION 
1. Urban Population Growth 

Compared to other countries in its income group, Sri Lanka' general
population growth rate of 1.6 percent per annum is low.1 Not only are Sri Lanka' crude
birth rate and death rate the lowest in the region, but, at 70, its life expectancy is the
highest. These indicators plus the fact that its population growth rate has been declining
since independence, indicate that Sri Lanka is well on the way to completing the demo
graphic transition attained by developed countries. 

Looking at the urban population growth rate since 1953, one is struck by the intercensal 
decline from 4.4 percent between 1963 and 1971 (5.0 percent from 1953 to 1963) to 1.2 
percent from 1971 to 1981 (Table 1.1). This resulted in an urban population growth rate 
for the period 1963 to 1981 of 2.6 percent which was only slightly higher than the total 
population growth rate of 1.9 percent. For the period 1971-81, urban growth was actually
slower than total population growth. This can be compared to most countries at Sri 
Lankat level of income which have urban growth rates that are usually 1.5 to 2 times total 
population growth rates.2 

TABLE 1.1
 
SRI LANKA: POPULATION GROWTH AND URBAN POPULATION GROWTH
 

ANNUAL GROWTH RATES
 

Annual Growth Rates 

1953 1963 1971 1981 1963- 1971-81 1963-81 
_______ ___ ____ ___71 

Population ('000) 8,098 10,582 12,690 14,848 2.3 1.6 1.9 

Urban Population ('000) 1,239 2,016 2,848 3,192 4.4 1.2 2.6 

Percent Urban 15.3 22.419.1 21.5 

Source: 1981 Population Census, Department of Census and Statistics 

11981 Population Census, Department of Census & Statistics. The median population growth rate for Asian 

countries is 2.1 percent per annum. 

2Urban population growth trends are discussed in detail Insection II. 
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A number of factors seem to be associated with these low growth rates (for more detail 
see ADB, Urban Sector Profile, pp.4-9). Since independence, Government has placed a 
continuing emphasis on the rural sector with welfare, education, health and development
expenditure spread widely over the country. Further, most likely due to the success of 
national family planning campaigns, fertility rates have fallen since independence. The 
urban fertility rate as a percent of rural has declined from 83.4 percent in 1963 to 76.2 
percent in 1981 (see Annex Table 1 for rural and urban fertility differentials). 

With respect to the role of the urban sector in the economy, perhaps the most significant 
reason for the decline in urban population growth is the fact that most urban areas 
outside of Colombo are primarily market, trading and administrative centers. They
therefore perform more of a passive or reactive role in the economy of Sri Lanka. Up to 
now little industrial development on any scale has been associated with the urban sector 
outside of Colombo. Thus, with no large-scale urban commercial and industrial activity,
which is traditionally associated with rural-urban migration, occurring outside of Colombo, 
urban population growth has been closely associated with growth of the rural sector.3 

(See Annex Table 2 for population growth and density by districts.) 

Moreover, according to various reports, it seems the form of urban growth has changed
in recent years. Suburbanization in the late 1970s and 1980s, particulaly around 
Colombo, has been an important phenomenon. Given the definition of 'urban' used in Sri 
Lanka,4 suburban growth during these years was not classified as urban growth. The 
urban sector comprising an urban core, periphery and suburban areas, therefore,
probably represents a higher proportion of the national population than is apparent from 
official statistics.5 

However, several factors may ensure that Sri Lankat urban population grows at only a 
moderate rate in the future. Firstly, the continuing decentralization efforts of the Govern
ment which have focused on rural areas and rural settlement programs. Secondly, cheap
and abundant road transport allows commuting from farms and villages to urban 
areas. Thirdly, if the functional role that the urban sector plays in the economic develop
ment of Sri Lanka remains unchanged, one major factor causing urban population growth,
industrialization, will be found only in a small number of towns. 

3Based on rural and urban fertility differentials and rural population growth rates, the World Bank Urban 
Sector Report Implies that significant urban to rural migration occurred. World Bank, Sri Lanka Urban Sector 
Report, p.3. 

4The urban population In Sri Lanka is defined as the population residing In Municipal, Urban and Town 
Council areas. (Department of Ccnsus and Statistics.) The criteria for creation of urban council areas Is 
discussed at greater length In Chapter I1. 

51t Is estimated that w ,he 200,000 people lived In built-up areas adjacent to Colombo and Kandy, which 
were defined as rural Inthe 1981 Census. Once local council boundaries are fixed, they remain the same 
whether the council Isupgraded to urban or municipal status. Thus, annexation of surrounding built-up areas 
does not occur and is not a factor In urban population growth. 
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2. Urban Population Distribution 
The urban population of Sri Lanka is concentrated in the south western

'wet zone' and in a small number of large towns. Map 1 geographically illustrates the
importance of the wet zone to urban growth. While the wet zone comprised approximately
25 percent of total land area, in 1981 itaccounted for nearly 75 percent of the total urban 
population. Map 2 shows that most of the large towns are also located in the wet 
zone. Colombo is the largest with nearly 589,000 people in 1981 followed by the adjacent
urban areas of Dehiwela/Mount Lavinia, nearly 175,000 and Moratuwa 135,610. Table 1.2
shows the 1981 population of principal towns along with Department of Census and
Statistics projections to 1986. It can be seen from the Table that four of the five towns 
with population over 100,000 in 1987 were Colombo and adjacent urban areas. If the 
population projections of the Department of Census and Statistics are accurate, by 1986 
there were seven towns over 100,000 of which six were in the wet zone. 

According to Table 1.3, the fastest growing towns between 1953 and 1981 were the
medium-sized towns (20-50,000 population) which increased their size by over 500 
percent and the smaller towns in the 5-10,000 range with greater than a 600 percent
increase. The population of towns in the 50-100,000 range decreased as four towns
graduated to over 100,000 but only two towns joined the 50-100,000 range. However, the
large increase in the number of towns over the period complicates the analysis of urban 
growth. Section II.A discusses population growth trends by size of urban center ingreater
depth. 

B. URBAN SECTOR IN ECONOMIC DEVELOPMENT 
Although Sri Lanka is predominantly a rural country in terms of population,

non-agricultural production currently contributes some 73 percent of total GDP. This
production is heavily concentrated in the urban sector, predominantly around Colombo. 
Typically urban-based activities include manufacturing, heavily concentrated in Colombo 
(16.9 percent of GDP),e construction (7.3 percent), commercial services (21.7 percent),
financial services (5.0 percent), and utilities, transport and other services (13.0 percent).
(See Annex Table 3 for industrial origin of GDP from 1984 to 1987.) 

In 1985-86, Sri Lankab urban economy provided employment for nearly one million
people or about 19 percent of the total number of persons employed as well as an 
estimated 27 percent of those with unpaid jobs or unrecorded work (Table 1-4). However,
activity rates were higher overall in both the rural and estate sectors. Unemployment in
the urban sector in 1985-86 was about 12 percent vs. 9 percent in the rural sector and 
4 percent in the estate sector. 

aCentral Bank of Sri Lanka, nnua pol, 1988, p.32. 
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MAP 2. 
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TABLE 1.2
 
POPULATION OF PRINCIPAL TOWNS
 

(Thousands) 

PRINCIPAL TOWN 1981 1983(1) 1984(1) 1985(1) 1986(1) 

Colombo 
Dehiwala-Mt.Lavinia 

589 
175 

623 
181 

643 
184 

664 
188 

681 
191 

Jaffna 
Moratuwa 

119 
136 

128 
137 

1,33 
138 

138 
138 

143 
138 

Kotte 101 102 102 102 104 
Kandy 
Galle 
Negombo 

99 
78 
62 

114 
88 
68 

120 
95 
72 

125 
102 
76 

130 
104 
79 

Trincomalee 
Matara 
Anuradhapura 
Badulla 

45 
39 
36 
33 

48 
47 
41 
39 

50 
52 
44 
42 

51 
57 
46 
44 

52 
62 
48 
47 

Kalutara 32 39 43 47 51 
Batticoloa 
Matale 
Ratnapura 

43 
31 
37 

45 
36 
44 

46 
39 
47 

47 
41 
51 

49 
45 
54 

Kurunegala 
Nuwara Eliya 

27 
22 

36 
22 

40 
23 

44 
24 

49 
25 

Chilaw 
Puttalam 

21 
22 

24 
23 

24 
24 

26 
25 

29 
27 

Kegalle 
Mannar 

16 
15 

17 
16 

17 
17 

21 
18 

24 
18 

Vavuniya 19 20 21 22 22 
Hambantota 09 11 12 13 14 

TOTAL 1,806 1,949 2,035 2,110 2,186 

Source: Registrar-Generals Department
Department of Census and Statistics 

Note: (1)Provisional 
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TABLE 1.3
 
SRI LANKA URBAN POPULATION CLASSIFIED BY TOWN SIZE
 

Town Size No. of 
Towns 

1953 Urban 
Population 

Percent 
of Total 

Number 
of 

Towns 

1981 
Urban 

Popula-

Percent 
of Total 

%Change 
Urban Pop

ulation 
tion 1953-81 

100,000+ 1 426,127 28.9 5 1,115,265 37.8 + 161.7 
50-100,000 6 383,038 26.9 4 292,132 6.1 - 23.8 
20-50,000 6 154,727 10.5 31 991,837 30.4 + 534.6 
10-20,000 15 213,150 14.5 34 498,002 16.5 + 133.6 
5-10,000 4 29,691 13.8 30 214,521 6.2 + 622.5 

5,000 11 37,400 6.3 30 90,832 3.0 + 180.4 

TOTAL ] _43 1,239,133 1001 134 3,192,489 100 + 117.9 
Source: Statistical Abstracts 1985, Department of Census and Statistics ADB, Urban Sector Proll, p.1 1. 

TABLE 1.4 
LABOUR FORCE PARTICIPATION RATES 

1985-86 

TOTAL WORKING AGE UNPAID/ ACTIVITY
POPULATION POPULATION EMPLOYED EMPLOYED UNRECORDED RATE 

(15-60) WORK 

Urban Male 1,588,658 968,545 708,729 132,800 127,016 73.2%
Female 1,689,591 1,036,970 267,929 103,550 665,491 25.8% 

Rural Male 5,601,645 3,124,012 2,650,501 278,506 195,005 84.8%Female 5,548,092 3,245,907 1,066,342 288,557 1,891,008 32.9% 

Estate Male 431,882 253,208 222,110 21,942 9,156 87.7%
Female 475,961 275,097 216,134 14,906 44,057 78.6% 

NOTE: The Activity Rate is the numbers employed as a percentage of the Working Age Population.
Source: The Labour Force and Soclo-Economlc Survey, 1985-86, ADB Urban Sector Profile, p.92. 
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Urban-rural income disparities, however, have increased since 1981. From 1981 to 1935, real 
mean urban per capita incomes increased by more than twice as much as rural mean per
capita incomes, 88 percent vs. 38 percent. Table 1.5 also shows that income disparities have 
increased within both the urban and rural sectors. According to the Labor Force and Socio-
Economic Survey of 1985-86, Gini co-efficients, which reflect income inequality, rose by 41 
percent to .62 in the urban sector, and 34 percent to .56 in the rural sector since 1981. 

It can be seen in Table 1-6 that the urban economy is heavily oriented towards the service 
sector, with an estimated 27 percent employed in community, social and personal services,
and 20 percent in the wholesale, retail, restaurant and hotel trade. Given Greater Colombob 
high Dercentage of the total urban population, it is not surprising that this service-oriented 
growth was concentrated in and around Colombo. Table 1-7 reveals that the Western 
Province accounts for the majority of employment in all the non-agricultural and mining 
sectors. As a percent of national employment, the Western Province accounted for more
than half the employment in finance, insurance and real estate (56 percent), transport (51
percent), and manufacturing (50 percent). Thus, it seems that the economic liberalization of
the late 1970s and the export-oriented nature of Sri Lankab economic policy have 
contributed further to Colombot already dominant role in the economy. The capitalt
economic dominance has also been reinforced by the fact that the Export Promotion Zones 
(EPZs) established after 1977 are located near the city. 

Furthermore, it seems that the functions of the urban sector did not change in response to 
the changing economic conditions of the 1980s. The form of export-oriented economic 
growth during the decade did not require large-scale decentralized urban development. In 
addition, the existing plantation economy continued to function with traditional production,
distribution and marketing patterns, which did not require extensive urban development. 

C. URBAN INSTITUTIONAL FRAMEWORK 
The urban institutional framework is currently undergoing a major structural 

change from one which has been highly centralized to one that will be more decentralized 
in that many functions will be devolved. The process of devolution, which can be defined as 
an irrevocable transfer of power along with functions, was codified in the Thirteenth 
Amendment to the Constitution passed in November 1987. This Amendment effectively
dissolved the former system of local government through 24 districts run by Government 
Agents (GAs) and District Development Councils 7 and replaced it with nine Provincial 
Councils, now eight since the Northern and Eastern provinces have merged, and 308 local 
governments comprised of 12 municipal councils, 39 urban councils and 257 Pradeshiya
Sabhas or village councils. The 51 municipal and urban councils are known as urban local 
authorities or ULAs. 

7According to Interviews with vadous Government officials, itseems that the GAs will continue to coordinate
 
all 'non-devolved' functions Inthe Provinces.
 



TABLE 1.5
 
MEAN AND MEDIAN PER CAPITA INCOME


1981, 1985 (Rs. per month)
 

1981 1985 (1981 prices) Feme., Change 

Urban Rural Urban Rural Urban Rural 

Mean per capita Income 251 169 474 233 + 88% + 38% 
Median per capita Income 181 143 266 171 + 47% + 20% 
Mean as a proportion of medan* 1.4 1.2 1.8 1.4 

Note: *The larger the figures, the greater the Inequality.
 
Source: The Labour Force and Soclo-Economic Survey 1985-86; ADB Urban Sector Profile, p.96.
 

TABLE 1.6 
URBAN AND RURAL EMPLOYMENT STRUCTURE 

1985-86 
SECTOR 

Agriculture 

Mining and quarry 

Manufacture 

Electricity gas, and water 

Construction 

Wholesale, retail, restaurants and hotels 

Transport, storage and communications 

Finance, Insurance, real estate and business services 

Community social, and personal services 

Others 


TOTAL 

Urban Percent Rural Percent 

109,716 11.2 2,017,299 54.4 

6,636 0.7 57,401 1.5 

193,554 19.8 447,826 12.0 

8,788 0.9 12,345 0.3 

63,101 6.5 161,191 4.4 

199,547 20.4 309,886 8.3 

76,032 7.8 141,741 3.8 
32,336 3.3 32,759 0.9 

259,385 26.6 361,024 9.7 

27,561 2.8 175,375 4.7 

976,656 100.0 3,716,847 100.0 
Source: The Labour Force and Soclo-Economic Survey, 1985-86; ADB Urban Sector Profile, p.93. 



TABLE 1.7

EMPLOYMENT BY PROVINCE AS PERCENT OF NATIONAL EMPLOYMENT BY SECTOR
 

Agricul- Manu- Electri- Con- Wholesale Finance, Social AllProvince ture Mining fact- city/ struc- & Retail Trans- Ins.,Rea & Other Other Sectors 
uring Utilities tion Trade port Estate Services 

Western 7.5 17.5 50.3 46.5 34.8 42.1 50.8 56.0 40.1 29.0 25.8Central 20.1 3.6 7.1 15.9 12.5 10.6 9.5 8.5 12.4 13.1 15.2Southern 11.2 5.4 10.0 7.2 13.6 10.3 9.3 7.7 10.7 9.6 10.7Northern 7.0 3.4 5.7 8.1 7.2 6.2 5.3 5.1 6.9 6.0 6.6Eastern 7.1 1.0 5.8 4.4 4.8 5.1 3.9 4.4 4.9 5.7 6.0Northwestern 13.9 5.9 11.4 5.2 7.3 9.9 8.4 6.2 9.1 13.6 11.8North Central 9.5 4.2 2.2 3.8 7.2 3.8 3.1 3.5 4.2 5.7 6.5Uva 11.5 2.3 1.8 4.0 4.8 3.9 3.3 4.4 4.5 4.1 7.2Sabaragamuwa 12.2 56.8 5.7 5.0 7.8 8.0 6.4 4.2 7.1 13.2 10.3 
Total (1,000) 1,875.8 33.8 408.7 16.0 134.0 427.3 199.6 56.9 587.8 369.3 4,109.2
Percent of Total 45.6 0.8 9.9 0.4 3.3 10.4 4.9 1.4 14.3 9.0 100.0 
Source: Ernst, U.and Samaranyake, D. Socio-Economic Characteristics of Sri Lankas Provinces, USAID, unpublished. 1988. 
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Although the Constitutional Amendment was passed in November 1987, actual establish
ment and staffing of the Provincial Councils has only commenced since the elections of
December 1988. ,.,, impetus to the establishment of Provincial Councils' authority will be
the 1990 Governr, urt Budget which will allocate total operational and development funds 
to the Provincial Councils for distribution to ULAs and Pradeshiya Sabhas. The funds will 
be under the budget of the Department of Provincial Councils of the Ministry of Public
Administration, Provincial Councils and Home Affairs. This Ministry has the responsibility
for the coordination of the Provincial Council system and to act as liaison between the line 
Ministries and the Provincial Councils. 

Although specific responsibilities of the Provincial Councils vis-a-vis the Central 
Government are still being worked out, the main responsibilities of ULAs remain
essentially unchanged, i.e., regulation and administration of all matters rolated to public
health, public utility services, public thoroughfares, and general welfare and amenities
including solid waste collection and disposal, drainage, sanitation, and community and
recreational facilities. Responsibility for water and electric power lies with local authorities 
in some cases, while in others they are dealt with by the line agencies and utility
departments. (See Annex Table 4 for services provided by ULAs in 1986 and 1987.) 

Inthe Central Government, the urban institutional framework remains complex with a large
number of ministries, departments, parastatal and utility companies involved in the
planning, operation, construction and maintenance of urban services. The office of the
Mission Housing Adviser in USAID has prepared a chart of urban related institutions at
the national, regional and local levels. The chart vividly illustrates not only the large
number of institutions involved in urban development but also, up to the present time, thepredominant centralization of the institutions (see Annex 1). Urban planning is primarily
the responsibility of the Urban Development Authority (UDA) and the Town and Country
Planning Department (TCPD),both of which are located in the Ministry of Policy Planning
and Implementation (MPPI). 

1. Urban Development Authority:
The UDA was created by the Urban Development Authority Act of 1978

which specifies the UDAb organization and functions. Passage of the Act was the result 
of the UNDP financed Colombo Master Plan Project which, from 1974 to 1978, developed
a comprehensive land use plan for Colombo along with the respective development
controls. 

The Act also declared all municipal and urban councils as Urban Local Authorities and 
gave the UDA power to prepare development plans in ULAs "...with a view to promoting
and regulating the integrated planning and physical development of land and buildings
of a development area or part thereof." The UDA is, therefore, responsible for the
preparation of development plans in all the ULAs with the exception of those falling under
the authority of the Greater Colombo Economic Commission (GCEC). 
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While some 50 plans are in the process of preparation, only one, the Colombo Master 
Plan, has thus far been gazetted. The key planning official in any ULA is the local 
planning officer. Out of some 700 total employees in the UDA, about 50 have been 
attached to ULAs over the past four years. Although the local planning officer plays a 
major role on the ULA planning committee, which also approves building permits, buys
and sells land, etc., the local development plan itself is prepared at UDA headquarters.
Further, under its Act, the UIDA has the authority to approve the location of all ULA 
investments. 

The UDA Development Control Division also polices land uses specified by the various 
master plans. Although the UDA maintains that land use is adequately policed,8 massive 
conversion of residential to commercial uses and various other mixed land uses would 
seem to indicate otherwise. 

At the present time, it is still an open issue as to what extent the UIDA will be devolved 
and whai its relationship to the TCPD will be. Consideration is being given to placing more 
staff in the Provincial Councils where plans and development regulations will be prepared
for ULAs within the province. However, no final decision has yet been taken. 

2. Town and Country Planning Department (TCPD): 
The TCPD operates under the Town and Country Planning Ordinance of 

1946. It was created primarily as a planning cunsultancy service to assist local 
authorities. Howevcr, since the implementation capacity of the local authorities was weak,
the UDA Act was passed in 1978 to assist them to plan and implement. Thus, the major
functions of the TCPD became assisting the Village Councils or Pradeshiya Sabhas in 
plan preparation and implemern-.ation; planning of sacred areas, which requires close 
coordination with the UDA when the areas are in a ULA since the UDA retains 
responsibility for planning the non-sacred areas; and the Gam Udawa or Village
Reawakening Program. Up to now, TCPD has done eleven9 villages, which are essentially 
integrated rural development projects. 

According to TCPDs Director, who as Director is the Government Town Planner, TCPD 
is also becoming involved in assisting Provincial Councils with various physical
development plans, provincial structural plans and the supply of development informa
tion. Furthermore, according to the 1946 Ordinance, TCPD has the responsibility to do 
a National Physical Plan which has never been done for Sri Lanka. Organizationally, a 
committee has also been established to determine whether TCPD remains a Department
of MPPI, becomes a division within the Ministry, or is merged with the UDA to create one 
planning and development authority. 

ain Colombo, the Act allows amaximum of three years to revert to the original use with a penalty of Rs.40 

per square foot after three years. 

9Interview with Mr. S.W.P. Bulankulame, Director, Town and Country Planning Department. 
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3. Greater Colombo Economic Commssion (GCEC)
The Greater Colombo Economic Commission (GCEC) was established 

by Act No.4 of 1978 as an autonomous body directly responsible to the President. The 
Act gave the Commission jurisdiction over a 415 square kilometer area just to the north 
of the City of Colombo that extends from the Kelani River to the Maha Oya Canal north 
of Negombo. Act No.43 of 1980 amended the law to empower the President to declare 
other areas to be part of the GCEC jurisdiction. The Commissiont objectives are to 
broaden the economic base of the country; generate economic development, promote
foreign investment and foster the establishment of commercial enterprises in the country. 

While sections 21 and 22 of the original Act authorized GCEC to assume all the 
administrative responsibilities of the 21 local authorities that comprise its area of authority, 
a subsequent 1982 amendment returned all of these functions, with the exception of 
planning and zoning approval, to the local authorities. The Commission did retain all prior
administrative responsibilities in the Biyagama local authority where one of its zones is 
located. To carry out the review of all development projects in its area of authority, the 
GCEC prepared, with assistance from the Urban Development Authority, two manuals 
dealing with planning, building and zoning regulations. The Commission leaves individual 
dwelling unit approval to the local authorities. 

Section 20 of the Act allows the GCEC to compulsorily acquire agriculture land under the
Land Acquisition Act to meet its economic development objectives. For an initial period
of five years following adoption of the law, GCEC was able to acquire land at 1978 market 
values. This privilege expired in 1983. 

Since its inception in 1978, the GCEC has undertaken the development of two export
processing zones (EPZ). The GCECs first EPZ is located near the international airport at 
Katunayake, and it has commenced the development of a second EPZ at Biyagama, 25 
kilometers northeast of Colombot Fort. 

Historically, the GCEC has financed its operation from Central Government grants, as well 
as its own resources. Central Government subventions financed infrastructural 
development at the two EPZs, while its recurrent costs are financed from 99-year leases 
on industrial sites. It charges an up-front fee of US$20,000 per acre of industrial site and 
an annual ground rent of approximately US$2,800. The GCEC offers a package of tax and 
financial incentiv6s to attract foreign investment. Incentives include no restrictions on 
equity ownership, 100 percent tax exemption for 15 years, and duty-free import of 
construction materials, plants, equipment and raw materials and export of the final 
product or semi-finished goods. 

Since its establishment in 1978, the GCEC has created direct employment for over 57,000 
persons. From the latest available information for the second quarter of 1989, new
projects were approved for a total investment of approximately Rs.840 million, a net 
foreign exchange earnings potential of Rs.615 million and an employment capacity of 
2,500. 
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D. URBAN FINANCE 
Provincial Councils have three sources of revenue for financing their operations

and development plans: (a) Central Government allocations, made on the recommenda
tion of the Finance Commission; (b)own source revenue, e.g., turnover tax, motor vehicle 
tax, licenses and stamp duties; and (c) loans from commercial banks, with the approval
of the Ministry of Finance. As mentioned previously, beginning in 1990, the major source 
of revenue for the Provincial Councils will be Central Government allocations. 

ULAs also have independent taxing and charging authority. They levy various types of 
property, business and trade taxes, and fees and service charges. Urban development
works are funded both by the central and local governments with national funds being
provided through direct expenditures by line ministries and expenditures by agencies such 
as the National Water Supply & Drainage Board, the Central Electricity Board and 
others. In addition, up to now, members of Parliament and District Development Councils
have received Rs.2.5 million each year, part of which may be invested in urban areas. 
ULAs can also borrow from the Local Loans and Development Fund (LLDF), which is 
allocated about Rs.5.0 million annually for their capital needs. 

Although the local revenue of ULAs rarely covers total expenditure, the percentage of 
expenditure covered is significant. On average, total revenue of 37 urban authorities 
covered 76 percent of total expenditure in 1988 vs. 69 percent in 1987, and 77 percent
in 1986.10 Local authority deficits are, in general, covered by Government revenue 
grants, which amounted to about 31 percent of total revenue in 1988. This amount,
however, does not include the subsidies required to pay verdue NWSDB and CEB 
accounts. At the end of 1986, 34 ULAs collectively owed the CEB some Rs.1 15 million,
but in turn had payment arrears from local consumers of Rs:i48 million. From January
to June 1988, the amount owed by private consumers to ULAs for electricity was Rs.264 
million, but the amount collected was only Rs.1 16 million. With respect to water, amounts 
owed ULAs increased from Rs.17 million in 1985 to more than Rs.21 million at the end 
of 1988. In spite of these figures, the trend in arrears as a percent of collectibles owed 
to ULAs from 1985 to 1988 was generally downward. 

Table 1.8 summarizes the revenue and expenditures for all ULAs and the 24 District 
Development Councils for the years 1986 and 1987. It can be seen that, while revenue
increased by some 58 percent between the two years, roughly 20 percent of the revenue 
for both years was from electricity charges. However, although total expenditure remained 
roughly the same, expenditure on electricity increased from 22 to 32 percent of total 
expenditure. Thus, although many ULAs are resisting LECO taking over electricity
distribution and billing due primarily to the loss in revenue, ULAs should be better off
without responsibility for electricity, if electricity expenditures continue to increase faster 
than revenue. 

'DULA revenue and expenditure figures quoted Inthis section are from the Urban Program Unit financial 
tables for the year 1988. 



TABLE 1.8
 
LOCMl_ GOVERNMENT STATISTICS
 

REVENUE AND EXPENDITURE FOR 1986 AND 1987
 

REVENUE (Rs.O0s)
 

Type of Councl Number of Ge
Councis 
 1 IEecbdcy TOTotal
 
'CotaacT1986 -1) 1986 1987( ] ")19r6 lc6 J 1987( 1986 , 197'" 

Municipal 12 12 748,418.5 1,310,139.5 I 173,812.2 213,556.5 922,230.7 1,523,696.0 
Urban 39 39 397,963.4 376,855.9 84,377.4 171,760.9 482,340.8 548,616.8 

Distict Deveopment 24 24 481,976.6 1,010,650.8 230,251.5 258,126.9 712,228.1Council 1,268.777.7 

TOTAL 75 75 1,628,358.5 2,697.646.2 488,441A 643,43 3,341,090.5 

EXPENDITURES (Rs.O0s) 
Municipal 12 12 487,276.9 633,178.4 141,728.8 194,876.1 629,005.7 828,054.5 
Urban 39 39 305,989.7 344,789.3 55,695.8 183,000.0 361,685.5 527,789.3 
District Development 24 24 600,332.5 412,704.0 194,506.6 264,318.2 794,839.1 677,022.2Councl[ 

TOTAL [ 75 75 1,393,599.1_ 1,390,671.7g 391,931.2 642,194.3 1,785,530.3 2,032,866.0 
Source: Local Government Department
 
Note: (1) Provisional (Budget Revenue and Expenditure of Councils 1987)
 

CA 
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The other major revenue head that dominates lucal authority finances is property taxes. 
Since electricity revenues are, in principle, used to repay the CEB for bulk purchases of 
electricity, property taxes are the main source of local revenue. While collections from 
1985 to 1988 increased by 57 percent, the property tax accounted for only 15 percent of 
total revenue collected by 38 urban authorities in 1988 vs. 11 percent in 1985. (See Annex 
Table 5 for details.) 

Property taxes are based on an assessment of the Annual Rental Value (ARV) of a 
property. The assessment is conducted by the local authority and the tax, which is a 
percentage of the ARV, is paid by the owner. Different percentages may be applied in 
different parts of a town dep3nding upon the level of services available. At present an 
increase in the percentage levy requires Ministerial approval. While evaluation is supposed 
to be conducted every five years, according to the Urban Program Unit, the first round 
is only now being completed. Inthe future, it is expected that land valuation will become 
a responsibility of the Provincial Councils. Other revenue sources such as taxes and 
charges on entertainments, businesses and trades and various licenses and fees yield 
only small amounts. Since Government is seeking to curb expenditure and limit local 
subsidies, it is unlikely to substantially increase revenue grants to local authorities. Thus, 
in the future if local authorities are to balance their budgets, they will have to more 
efficiently administer the property tax. 

In order to improve ULA financial and management capabilities, the World Bank, through 
an IDA credit, has been assisting the Urban Program Unit, which was established by 
Government in 1985 as a result of the World Bank Urban Sector Report. This assistance 
has resulted in significant improvements in the managerial, financial and service delivery 
performance of ULAs. 

The final technical assistance report of the UPU lists the major accomplishments to Sep
tember 30, 1989. Although Section II.C discusses the operation of ULAs in greater detail, 
some of the major achievements can be highlighted here. As mentioned above, collection 
of arrears in property taxes by ULAs increased from Rs.48 million in 1985 to Rs.77 million 
in 1988. Efforts to limit recurrent expenditure increases while ensuring an adequate level 
of service operation and maintenance have resulted in an increase in expenditure of 36% 
from 1985 and 1987 or a real increase of only 8 percent per year. These and other results 
have been achieved largely through extensive training of ULA staff. The UPULs training 
capability has been built up to the point where the Unit is now providing training and 
technical assistance to 44 ULAs. 

One of the main accomplishments of the project is the introduction of the "points system" 
to assess the performance of local authorities. At present, the disbursement of 
Gcvernment funds to local authorities is based on the number of points earned by each 
local authority as follows: 
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Criteria 	 Maximum Points 

1. Revenue Collection 	 19 
2. Locally generated revenue 	 5 
3. Payments to Creditors 	 11 
4. Provision of Financial Information, etc. 	 6 
5. General Financial Position 	 3 
6. Accuracy of 1986 budget 	 4 
7. Other factors 6 
8. 	 Standards of maintenance if
 

Total 
 70 

Source: Urban Program Unit, Ministry of Public Administration,
 
Provincial Councils and Home Affairs.
 

The points system has been refined and modified each year since its inception. In 1989 
the system is stressing the elimination of budget deficits, a halt to the further deterioration 
of infrastructure and the need to generate increased revenue. It remains to be seen,
however, to what extent the points system will be used by the Provincial Councils in the 
allocation of funds to ULAs from 1990 onwards. At the present time, a Phase IV to the 
IDA technical assistance is being prepared. It isenvisioned that this phase will provide for 
financial and managerial assistance to both Provincial Councils and Pradeshiya Sabhas. 

E. URBAN LAND 
This section examines Sri Lankat urban land sector from the perspective of 

its relationship to overall shelter program design and implementation. A well functioning
urban land sector is essential for successful shelter program implementation. It is 
important that land can be acquired on a timely basis and at affordable prices, that land 
can be transferred and registered effortlessly and at minimal cost, and that the approval 
process and institutional arrangements for carrying out land development schemes are 
not onerous, overly time-consuming, nor poorly coordinated. 

This section presents an overview of the principal components in the land development 
process in Sri Lanka and attempts to identify the key constraints and bottlenecks that 
tend to obstruct successful implementation. 

1. Legal Framework for Current Pattern of Land Ownership 
There are two major categories of land ownership in Sri Lanka - private

land (about 9,050 square kilometers, or 14 percent) and the remaining 86 percent in 
Crown (State) land. State land can be subdivided into three distinct classes: 
" land vested in Government agencies; 
" alienated land (land assigned to large development projects such as the GCEC econo

mic development and the Mahaweli areas); 
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n unalienated land (8,000 square kilometers).
This national predominance of State-owned land has resulted from various legislative acts
adopted over the previous 150 years. The principal ones include: 
" The Crown Lands Encroachmpnt Ordinance of 1840 declared that all forest and

unused or unoccupied land will be vested with the Crown where title could not be 
established; 

" The Land Acquisition Act of 1950 established the procedure for the acquisition of land 
for public purposes; 

" The Land Reform Act of 1973 placed an upper limit on private ownership of land at 50 
acres for highland plantation land and 25 acres for paddy lands. 

While the State owns the great majority of land islandwide, the reverse is true for the
Greater Colombo area. Indications are that private ownership is much more prevalent in
the Greater Colombo area. While statistics are not available for this entire area, the land
ONnership patterns for the city of Colombo (Colombo Municipal Council, see following 
map) are as follows:
 

Private Land 72.7 percent

State Land 21.8 percent

Municipal Land 5.5 percent 

The fact that State-owned land is in the minority in Greater Colombo complicates urban
land management and the land developr,, ent process. 

Government often has to rely on the acquisition of private land for many of its develop
ment projects in Colombo. The next section touches briefly on the point that Sri Lanka
does not have a system of land titling and registration. Rather, private land transactions 
are based on an antiquated deed and notary attestation process. Private ownership and,
therefore, private land transactions are further complicated by the complexity of the tive
distinct legal and tenurial forms of inheritance prevailing in the island. While current land
ownership patterns in Colombo apparently do not greatly deter private developers nor
Government from acquiring land, it was impossible to determine its impact on land
transactions between two private parties, particularly the cost implications for poorer
families. 

2. Mapping, Titling and Registration 
The Land Development Ordinance Act of 1935 required the mapping of

all State land. Since 1935, the Survey Department has surveyed and tied into the nationalgrid approximately 80 percent of the island' land area. Unfortunately, the Colombo area
has been excluded from this ongoing mapping exercise. Perhaps this is due to the 
predominance of private ownership. 
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While no overall land titling and registration system exists for the country, the Land 
Commission in 1985 introduced an experimental mapping and title registration program
for the Wellawatta and Krillapone districts of Colombo. Apparently this trial program was 
never finalized nor extended to include other areas of the city. The consultants were 
unable to determine the results of this program. In the meantime, land sales continue to 
be formalized through a cumbersome and time-consuming system of deed registration 
within Government' Land Registry. 

Ina first step to improve the entire process of land titling, and to facilitate rate collections 
through a modernization of property assessment and taxing procedures, the Ministry of 
Lands is planning to undertake an islandwide cadastral survey and to introduce a system 
of property titling and registration. 

3. Land Value 
Land values increased dramatically in Colombo and its suburban local 

authorities between 1976 and 1989. Incertain zones of the City of Colombo, norninal land 
values increased by 30 to 40 times over the 13-year period (see Table 1.). In terms of 
annual real growth, land values within the City' 15 postal zones (see Tables 1.10 and 
1.11) increas3d at an average rate of 15.5 percent between 1976 and 1989. This overall 
increment in land values, which is significant in comparison to international experience in 
other Third World cities, masks geographic and temporal differences throughout the City 
over this 13-year period. 

A substantial part of the overall increase in land values was realized between 1976 and 
1980. During this four-year period, land values within the CMC grew at a phenomenal real 
annual rate of approximately 45 percent. This extraordinary growth in land value was 
unleashed by Governmentt introduction of open market economic policies in 1977 and 
the resultant boom in land speculation in anticipation of Government and private sector 
projects. 

Land prices in the City of Colombo continued to increase in real terms between 1980 and. 
1984/85, but at reduced rates. Increments in land prices decreased to approximately 10 
percent per year as Government tried to check spiralling land prices by increasing the 
supply of land through reclamation programs and sale of State-owned land. 

With the advent of social unrest in the country in 1983, overall land prices have tended 
to stabilize in real terms in the City of Colombo. However, within the City, certain zones 
have continued to experience appreciable increases in land values up to the present.
Commercial land in the central business district of zones 1 and 2 and along Galle Road 
in zones 3 and 4, and the prime residential areas of Cinnamon Gardens, Havelock Town, 
and Borella in zones 7 and 8 have grown at real annual rates of 10 to 20 percent. 



TABLE 1.9
 
LAND PRICES IN THE CITY OF COLOMBO BY POSTAL ZONE


1976-89 (Current Rs.per perch)
 
Postal 
ZoneI 

1976 1980 1984/85 1989 

1 25,000 - 30,000 >150,000 >150,000 450.00-750,000 

2 4,000 - 6,000 40,000 - 50,000 >150,000 150,000 - 350,000 

3 6,000 - 15,000 75,000 -100,000 125,000 - 150,000 150,000 - 300,000 
4 N/A N/A N/A 125,000 - 300,000 
5 3,000 - 5,000 30,000 - 40,000 80,000 - 100,000 125,000 - 175,000 
6 20,000 - 30,000 40,000 - 50,000 75,000 - 100,000 150,000 - 250,000 
7 6,000 - 8,000 60,000 - 75,000 75,000 - 100,000 200,000 - 275,000 
8 4,000 - 10,000 40,000 - 60,000 75,000 - 100,000 100,000 - 275,000 
9 2,000 - 5,000 20,000 - 25,000 50,000 - 75,000 50,000 - 75,000 

10 3,000 - 8,000 20,000 - 50,000 80,000 - 100,000 80,000 - 250,000 

11 35,000 - 40,000 > 150,000 > 150,000 350,000 - 700,000 
12 5,000 - 8,000 40,000 - 50,000 75,000 - 100,000 75,000 - 100,000 

13 2,000 - 3,000 12,000 - 15,000 75,000 - 100,000 75,000 - 100,000 
14 20,000 - 50,000 15,000 - 20,000 50,000 - 100,000 50,000 - 125,000 
15 1,000 - 2,000 10,000 - 12,000 25,000 - 30,000 30,000- 45,000 

Source: PADCO update of Table 4.4.1: Land Prices in Colombo, Urban Sector Profile for Sri Lanka, Asian Development Bank,
December 1988, using GSL Land Valuation figures for 1989. 
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TABLE 1.10
 
LAND PRICES IN THE CITY OF COLOMBO BY POSTAL ZONE
 

1976-89 (Constant 1952=100 Rs.per perch)
 

Postal 1976 1980 1984/85 1989 
Zone 

1 25,000 - 30,000 N/A N/A 133,195 - 229,345 

2 4,000  6,000 30,089 - 37,090 N/A 47,631 - 115,808 

3 6,000  15,000 57,323 - 72,886 50,026 - 62,488 45,869- 89,720 

4 N/A N/A N/A N/A 

5 3,000  5,000 22,567- 29,582 36,698- 44,666 40,110- 55,215 

6 20,000  30,000 25,923 - 31,716 28,010 - 36,825 40,531 - 68,312 

7 6,000- 8,000 45,133 - 56,141 31,982 - 42,643 62,842  86,621 

8 4,000- 10,000 30,089 - 43,346 33,278 - 41,659 30,579- 84,831 

9 2,000 - 5,000 15,044 - 17,774 22,798 - 32,576 15,290- 21,785 

10 3,000  8,000 14,577 - 36,240 36,698 - 42,643 24,602  78,053 

11 35,000 - 40,000 N/A N/A 97,568  206,660 

12 5,000 - 8,000 29,582 - 36,240 32,576  42,643 21,785  28,510 

13 2,000 - 3,000 8,669 - 10,664 35,484 - 46,811 23,816 -31,421 

14 20,000 -50,000 8,541 - 10,262 17,772 - 34,574 11,931 - 29,828 

15 1,000 - 2,000 7,522- 8,669 11,399 - 13,030 9,327- 13,620 

Source: PADCO Analysis. 

A 0 Y , 
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TABLE 1.11PERCENTAGE CHANGE IN LAND VALUES IN THE CITY OF COLOMBO 
BY POSTAL ZONE

1976-89 (Constant 1952=100 Rs.per perch) 

Postal 1976-1980 1980-1984/85 1984/85-1989 1976-1989/5 17&9ZoneEE 

I N/A N/A N/A 14.3-17.6 
2 57.7 - 65.6 N/A N/A 21.9 - 26.7 
3 48.5- 75.8 (3.4)- (0.5) (4.9)- 9.5 15.4- 17.6 
4 N/A N/A N/A N/A 
5 56.0 -65.6 9.6-11.4 2.2- 5.4 21.1 - 23.0 
6 1.4- 6.7 1.7- 3.4 9.7-16.7 5.8- 6.8 
7 62.8- 65.6 (7.4)- (5.9) 18.4- 19.4 20.6- 21.0 
8 44.3- 65.6 (0.9)- 2.3 (2.1)- 19.5 17.6- 18.6 
9 37.3- 65.6 9.2 -14.4 (9.5)- (9.6) 12.5 - 17.6 

10 45.9- 48.5 3.7 - 22.6 (9.5)- 16.3 18.3- 20.0 
11 N/A N/A N/A 8.5-14.0 
12 45.9- 56.0 2.2 - 3.7 (9.6) 10.7- 12.5 
13 37.3 - 44.3 36.4 - 38.5 (9.5) 20.6 - 21.9 
14 (32.7)-(19.2) 17.6- 30.7 (9.5)- (3.6) (4.1) 
15 44.3 - 65.6 9.5 - 9.7 (4.9)- 1.1 16.6- 19.5 

Source: PADCO Analysis. 
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The price of land also increased substantially between 1978 and 1987 in the suburban
local authorities that comprise the Greater Colombo area. Land in the 13 local authorities 
grew at a real compound annual rate of approximately 13 percent between 1978 and
1987 (see Table 1.12). Although individual growth rates are not available for intervening
periods, itcan be assumed that increments in land values are similar to those registered
for the City of Colombo. 

If the five slower growing local authorities (Hendala, Wattala, Dalugama and Kelaniya)
located to the north and northeast of the City of Colombo are removed from this analysis,
land value increments increase to 15-16 percent per year. The highest suburban land
values occur along the corridor stretching eastward from the City' limits to Kotte and
Battaramulla. Along this corridor, land currently costs up to Rs.15,000-25,000 per perch
and has increased at a compound annual rate of 20-30 percent between 1978 and 1987. 

Undoubtedly, land values in Colombot suburbs were driven up by the optimism and
speculation generated by Governments new economic policies. However, the significant
appreciation in land values was also fueled by the demand of new middle- and lower
income households and by informal commercial activities that were unable to find
affordable, buildable land within the CMC. 

As a result of these dramatic increases in land value between 1976 and 1989, the
accessibility of middle- and lower-income households to the local land markets within the
Greater Colombo area has shifted. Poorer households, that in 1976 were able to afford 
a minimum plot of land in the City c' Colombo, or in one of its better served suburbs, are 
now forced to look for land beyond the perimeter of existing urban services. 

4. Land Acquisition
The ability to acquire land on a timely basis is a critical element in both

private and public sector land development. Private sector developers acquire land from
both private landowners and public sector agencies. On the private land market, a
developer will often use a broker to identify several tracts of land within a desired area.
For this service, the seller normally pays the broker a commission of 1.5 percent of the
selling price. According to discussions with local developers, there is sufficient land
available in the Colombo suburbs for their scale of development that is on the order of 
25-50 units per subdivision. 

The cumbersome land deed system and land ownership patterns prevailing in Sri Lanka
do not appear to disrupt the activities of private developers. A developer will only enter
into negotiations for a parcel of land with a landowner who can provide a clear and
unencumbered deed. Verification of clear title can take up to two months to complete at
the Land Registry. As added protection against future claims on his land, a developer will
normally purchase title insurance through either a public or private insurance company. 



TABLE 1.12

LAND PRICES IN COLOMBO AND SUBURBAN LOCAL AUTHORITIES
Current and Constant Terms 1978-1987 (Rs./perch)
 

Local 
Authority 

Residential Land Value 
(Current Terms) 

Residential Land 
Values 

(Constant Vaiues) 

Annual Percentage 
(Change in 

Constant Terms) 

1978 1987 1987 1978-1987 
Minimum Maximum Minimum Maximum MinimumJ Maximum Minimum Maxi)mu 

Colombo M.C. 8,000 50,000 30,000 300,000 10,998 116,077 3.6 9.8 
Hendala LA. 750 1,900 3,000 12,500 1,108 4,884 4.4 11.1 
Wattala U.C. 650 2,000 3,000 15,000 1,126 5,946 6.3 12.9 
Pellyagoda U.C. 1,000 1,900 5,000 12,500 1,895 4,884 7.4 11.1 
Kolonnawa U.C. 500 2,100 5,000 12,500 2,045 4,831 16.9 9.7 
Kotte, U.C. 800 1,000 10,000 25,000 4,184 11,191 20.2 30.8 
Dehiwala-Mt.LavInla M.C. 1,000 3,000 15,000 30,000 6,387 12,268 22.9 16.9 
Dalugama LA. 750 2,000 3,000 11,000 1,108 4,213 4.4 8.6 
Kelanlya LA. 750 2,200 3,000 10,000 1,108 3,749 4.4 6.1 
Kotiklwtta LA. 400 2,000 2,500 12,500 971 4,857 10.3 10.4 
lettaramulla T.C. 500 1,000 9,000 15,000 3,903 6,392 25.6 22.9 

Maharagama LA. 900 2,000 9,000 15,000 3,681 5,946 16.9 12.9 
Moratuwa U.C. 1,000 2,000 6,500 15,000 2,537 5,729 10.9 12.4 

Mulleriyawa TC. 300 1,700 2,500 10,000 1,002 3,860 14.3 9.5 
Source: National Building Research Organization Land Values with PADCO Analysis. 

0) 
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Larger developers will also purchase land at periodic auctions held by public sector
development agencies such as the UDA,NHDA, and the Reclamation Board. On certain
occasions, these public agencies will also entertain direct requests from individual 
developers to purchase land. 

There is a difference of opinion regarding the ease of land acquisition by Government 
agencies.11 In most cases of public acquisition, Governmenti Land Acquisition
Department compulsorily acquires land under the Land Acquisition Act of 1950. Although
the entire acquisition process can take two years or longer, Government manages to 
circumvent this lengthy process by the application of Section 38(a) of the Law. This
section allows the interested Government agency to take possession of a parcel of land
following the surveying of the property and the gazetting of its intention to acquire. Most
Government line agencies take advantage of this mechanism, which allows them to get
access to a parcel of land in approximately six months. Since Section 38(a) allows
Government technicians to proceed quite rapidly with project design and execution, they
believe public land acquisition works satisfactorily. However, they cannot transfer title to 
the beneficiaries until the acquisition process is complete. 

5. 	 Subdivision and Zoning Approval for Land Development
In theory, the UDA, through the assignment of planning officers to the

local authorities, has the responsibility for "one-stop" planning and zoning approval for
land development. Planning and zoning regulations form part of the development plans
that are provided for in the UDA legislation as amended in Act No.4 of 1982. 

To date, 11 municipal councils, 37 urban councils, 14 town councils and 20 village
councils have been declared as Urban Development Areas that require development
plans. Excluded from direct UDA planning supervision are the Greater Colombo Economic 
Commission (GCEC) and towns not designated as urban or municipal councils such as
those in the Mahaweli area. However, the GCEC applies development norms and
standards to its industrial parks that are patterned on UDA regulations. It also calls on the 
UDA on an informal basis for planning advice. Although they are in the process of
preparation, many local authorities within the Greater Colombo area, particularly the
smaller ones, still lack development plans. This severely limits their ability to review current
lano development projects and to apply sound planning criteria to ongoing development
decisions. Even when this first round of development planning is completed, it is unclear
how they will be implemented in a coherent and integrated manner from the standpoint
of the entire Greater Colombo area. 

The lack of development plans, and thus approved planning and zoning regulations, has
encouraged the indiscriminate subdivision of land in Colombob suburban local authorities
by private developers and land brokers. Even where development plans exist, such as the 
case with the CMC and the larger municipal and urban councils, the sale of land 

"'SeeSection 4.4, Urban Land and Property Market, Urban Sector Profile for Sri Lanka, ADB, December1988; and Section IV 13.a 3.06, Urban Land. Sd Lanka Urban Sector Report, the World Bank, June 1984. 

http:agencies.11
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subdivisions is proceeding without the proper attention to the provision of essentialinfrastructure such as water, electricity and storm drainage. Surprisingly, N,i,developmentpattern is apparently occurring with the approval of the local authoritieb it, those caseswhere the Water and Electricity Boards agree to provide service within pre-specified timeperiod. This adj= provision of services causes an inefficient and ineffective allocationof resources at a time when local authorities face severe financial constraints. The UDA,in conjunction with the local authorities, should examine the 	feasibility of requiringappropriate site planning and infrastructure standards to serve the cityb differentsocioeconomic groups prior to subdivision approval and occupancy. 
Where they exist, the zoning regulations of local authority development plans are quitestringent with respect to the type and location of permitted land uses. Discussions withlocal 	professionals, however, clearly indicate that zoning regulations are not beingfollowed. As noted in Section L.H on environmental matters, the indiscriminate location ofindustries in certain areas of Greater Colombo has caused substantial environmental
problems to their inhabitants. 

The 	competition for affordable and buildable land within the City has created anotherproblem that goes unchecked by the authorities. This is the conversion of residentialbuildings to non-residential uses that has placed an inordinate strain on existing public
services in the affected areas. 

6. 	 Institutional Framework for Land Development ApprovalWhile in theory the local authorities are responsible for subdivision andzoning approval, discussions with private developers invariably mention the involvementand lack of coordination among several other government land development agencies.The primary agencies involved in this process in the Greater Colombo area are the: 
" Local Authorities; 
* Urban Development Authority;
" Land 	Reclamation Development Corporation;
" National Water Supply and Drainage Board. 

In addition to the UDA planning officer assigned to the individual local authorities, theLand 	Reclamation and Water Supply Boards play an important role in the approvalprocess. The Land Reclamation Corporation has the responsibility for reclaiming marshylands, particularly in urban areas, and for the maintenance of major drainage canals. TheCorporation has recently become active in the reclamation and development ofmarshlands in the Greater Colombo area. Inthis capacity, all private proposals to reclaimmarshlands have to receive approval of the Corporation. 

Prior to receiving subdivision approval from the local authorities, a private developer mustalso receive verification from the Water Board that a sufficient supply of water exists toserve the proposed subdivision. A private developer normally must obtain these twoadditional certificates independently of the local authority review process, often withunforeseen costs arising during the process. Assuming no major difficulties are 
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encountered in obtaining these approvals, subdivision approval can take anywhere from 
two to eight weeks, still a relatively short period in terms of international experience. 

E URBAN INFRASTRUCTURE CHARACTERISTICS 
The following summarizes the findings of the World Bank' UraSetor 

Bept (1984) and the ADBt Urban Sector Profile (1988) with respect to the existing
infrastructure situation and problems of infrastructure provision. Both reports generally
conclude that the overall standard of existing urban infrastructure in Sri Lanka isgenerally
better than that found in other countries of the region. This seems to be due primarily to
the relatively small number of people living in urban areas, the small size of cities outside
Colombo, and the relatively low rate or urban population growth as a whole. These
factors have enabled the urban sector in Sri Lanka to avoid to a large extent the intense 
pressures on urban services and other infrastructure experienced by most other countries
in the region where urban growth rates are higher. 

There are, however, various deficiencies with respect to some important urban ser
vices. There are clear signs that urban infrastructure in Sri Lanka is deteriorating and, par
ticularly in Colombo, is increasingly over-burdened as a consequence of urban agglomer
ation in the area. The ADB Urban Sector Profile cites various infrastructure problems that 
were having serious effects on private sector business activities, the most important of
which were: traffic congestion inside Colombo and transport difficulties outside the city
caused by narrow, damaged and inadequately maintained roads; poor telecommunica
tions connections, both local and foreign, complicating market transactions; electricity
blackouts and brownouts resulting in production interruptions, making it necessary to
invest in generators and adding to business costs; difficulties in retaining highly qualified
professional and managerial personnel who prefer to seek employment abroad because
of housing shortages, lack of social amenities, good schools and health services; and
scarcity of skilled labor stemming from the current shortage of good vocational and tech
nical schools. 

To correct some of the major deficiencies and improve service levels, the Government has 
made substantial investment in infrastructure in recent years. These programs are 
summarized by infrastructure components below: 

1. Water Supply 
Since the establishment of the National Water Supply and Drainage Board

(NWSDB) in 1975, there has been a dramatic increase in the level of Government invest
ment in the water supply and sanitation sector. For example, one water supply system
now serves all the urban local a3uthorities that comprise Greater Colombo. Water supply
schemes are currently under construction or nearing completion in several urban areas
including Kalutara, Beruwala and Point Pedro. The past few years have seen major invest
ment in schemes for a large number of urban centers throughout the country including
Greater Colombo, Trincomalee and Negombo. However, in almost all urban areas now
served with a piped supply, the emphasis is shifting towards rehabilitation of existing
systems and devolution of the responsibilities of the NWSDB. 
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There are three major water supply programs currently under implementation or prepara
tion, and a large number of smaller projects are also being undertaken through the 
NWSDB or individual ULAs. Through these programs, it is the intention of Government 
to achieve 100 percent coverage of urban areas with piped water supply networks by 
1995. 

Organizational and operational changes within NWSDB over the past few years have in
creased efficiency and financial performance. However, failure of revenue generation to 
meet operational and maintenance costs has proved a barrier to future expansion. Only
recently has a strong emphasis been placed on the billing and collection of fees for 
NWSDB services. With the assistance of USAID, a financial recovery program has been 
initiated with the objective of achieving revenues to cover total operational and mainten
ance costs plus debt service by 1990. Improvements have already been made and 
recovery of operating costs and working capital requirements have increased from 31 per 
cent in 1984 to 75 percent in 1987. 

2. 	 Sanitation and Sewerage 
The urban sanitation sector has not enjoyed the same level of support

that has been afforded the water supply sector in recent years. Investment in sanitation 
and sewerage projects has generally been restricted to Colombo and one or two district 
sanitation programs which cover largely rural areas. The largest scheme has been the 
extension of the previously existing Colombo sewerage network to include three more 
local authorities of Greater Colombo."2 However, due to the technical and financial 
problems faced by the authorities in undertaking the maintenance of the system, and the 
lack of agreement on the sewer charges to be levied, most households have yet to be 
connected to the system. 

Outside of Colombo, although there are considerable deficiencies in the sanitation facilities 
provided in all the urban areas in the country, progress is being made towards providing 
every house with a sanitary on-plot toilet facility. This is being achieved partly through the 
Million Houses Program which provides financing for the construction of water sealed pit
privies in new housing schemes and for the construction of household toilets or 
communal toilets under the slum upgrading schemes. Progress is also being made 
through the UPU which has been successful in replacing almost all bucket latrines by 
more sanitary toilets in the 41 ULAs that come under the project. 

3. 	 Stormwater Drainage 
Stormwater drainage projects within the urban areas come under the 

responsibility of the individual ULAs and the UDA. The only major projects being
undertaken at present are a comprehensive drainage improvement scheme for Colombo 
and its suburbs, a drainage maintenance project for the Colombo Municipal Council, and 
proposals for a major canal and drainage improvement scheme. 

12Inaddition to the Colombo Municipal Council, Dehiwala-Mt. Lavinla M.C., Kolonnawa U.C., and Kotte U.C. 
have not been connected to the sewerage system. 
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Outside Colombo, there are no major surface water drainage projects in progress or pro
posed. ULAs are generally carrying out their own improvements with the assistance of
the UDA (or UMP of UPU), or in some cases the NWSDB. There are flooding problems
in a number of ULAs, but the local councils currently lack the funding to undertake the
works necassary to eliminate these problems. 

4. 	 Solid Waste Management 
Improvements are being made to the system of solid waste collection and

disposal inthe ULAs through the UPU. The improvements are concentrated on enhancing
the operational efficiency of collection and disposal of solid waste by maximizing the use
of existing resources. Although improvements have been made using existing resources,
these are inadequate to meet the solid waste collection and disposal requirements of the
growing urban populations in the ULAs. There is, therefore, a need for the provision of
additional collection equipment and improved facilities at disposal sites. 

5. 	 Electricity
The CEB is currently undertaking a Master Plan Study for electricity

supply with the assistance of the World Bank and GTZ of West Germany. Within the next
ten years it is estimated that installed capacity will have to increase from the current level
of 1,146 MW to 1,645 MW Many ULAs buy power from the CEB off the national grid and
operate and maintain their own 11 Kv medium tension and 400/240 volt low tension 
system. The problems with this arrangement are: 
(i) 	 although CEBt collection performance is satisfactory from those consumers which 

itbills directly, as documented in Section I.D., many local authority licensees are far
behind with their payments and fail to achieve a high collection efficiency;

(ii) 	 many ULAs do not have the technical capability to operate the distribution system
at maximum efficiency or provide adequate system maintenance; 

(iii) since most ULAs have very few commercial and industrial consumers, no cross 
subsidy ispossible to bring down the price to domestic consumers. Hence the cost 
of electricity is high and people do not want to, or cannot, pay. 

The result of the foregoing isthat the CEB is losing revenue but isunable to cut off sup
plies from major municipal debtors because of the political unacceptability of such a 
move. At the same time, consumers are reluctant to pay for a poor service that suffers 
frequent breakdowns and voltage drops. 

The establishment of the Lanka Electricity Company (LECO) in1982 has assisted with the
improvement in efficiency of distribution, billing and collection, initially inthe urban areas
around Colombo for which ithas so far taken responsibility. LECO is supposed to take 
over all responsibilities previously held by the ULAs and thus far has achieved dramatically
better collection efficiency and considerable reductions in arrears. While LECO is
assuming responsibility for and rehabilitating distribution systems in ULAs around
Colombo, the CEB is undertaking similar improvements and assuming responsibility for 
the smaller urban settlements around the country. 
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6. 	 Roads and Highways:
The transport sector has long been recognized by the Government as 

one of the key elements in meeting declared national objectives of economic growth and 
decentralization. The problems are being addressed through an extensive program of
internationally-funded road and railway projects. These include two World Bank and two
ADB-funded road rehabilitation projects which will rehabilitate some 1,300 km of roads
and 70 bridges. Within the Greater Colombo area an ODA-funded road improvement and
traffic planning project has been underway since 1985. In the railway sector, track
maintenance and rehabilitation and repair of rolling stock has accounted for the bulk of 
expenditure. 

7. 	 Telecommunications: 
The telecommunications sector has recently benefitted from support by

the ADB and IDA for the improvement of telecommunications in the Colombo area arid
in a number of districts outside Colombo. Rehabilitation and extension of the system in 
and around Colombo is continuing as is a FINNIDA assisted project to improve facilities 
in the Hambantota district. 

Further improvements will be required in the next few years and additional assistance is
likely to follow the proposed institutional changes which will make the Department of
Telecommunications and Posts first a parastatal and eventually a private company. This
should also have the effect of dramatically improving the revenue collection efficiency
which is currently poor. 

G. 	 URBAN SHELTER CHARACTERISTICS 

1. 	 Housing Characteristics 
According to a housing needs assessment carried out in Sri Lanka in 

.41984. the country! housing needs for urban areas are estimated to average about 38,000units annually over the next 20 years. However, it was observed in Section I.A. that the
urban population was growing at only 1.2 percent per annum, or 12.15 percent from 1971 
to 1981. As a result the urban population percentage dropped somewhat from 22.4 
percent in 1971 to 21.5 percent in 1981 (see Table 1.1). During the same 10-year period,
however, the number of urban houses increased from 421,155 to 511,810,13 or 21.5 
percent, indicating that the country is housing its urban households more rapidly than 
they are increasing. 

Furthermore, from Table 1.13 it can be seen that, in general, the urban population was
housed in a better quality stock than in 1971. While some 24 percent and 8 percent of
housing units in 1981 were of semi-permanent and improvised materials, respectively,
their absolute number remained nearly constant over the decade. This can be compared
to the significant growth in permanent dwellings of 33 percent. 

3Department of Census &Statistics, Census of Population and Housing. 1981. 
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TABLE 1.13 
DISTRIBUTION OF URBAN OCCUPIED HOUSING UNITS

BY TYPE AND SECTOR 1971 AND 1981 
1971 1981 

Number 
I 

Percent 
I 

Number Percent 
IIncrease 

Perce 

Total 421,155 100.0 511,810 100.0 21.5 

Permanent 264,757 62.9 351,301 68.3 32.7 
Semi-Permanent 118,968 28.1 120,500 23.5 1.8 
Improvised 38,000 9.0 40,009 7.8 5.3 
Source: Department of Census &Statistics, Census of Population and Housing 1981 

Further, from an amenities point of view, the percentage of urban houses supplied with 
water and electricity increased from 35 percent and 45 percent in 1971 to 46 percent and 
49 percent in 1981, respectively. In addition, the number of persons per room declined 
from 2.8 to 2.2 in the intercensal period. 

Although the foregoing statistics indicate a general improvement in the quality an !
amenities of the urban housing stock, itseems that the third of the stock constructed of
semi-permanent and improvised materials is found mostly among low-income families in
Colombo. According to the 1981 census, total occupation of improvised housing had 
increased from 160,000 in 1971 to 182,000 in 1981. Of this number, more than 40,000 
were in the urban sector with more than 20,000 of these units in Colombo. Of the popula
tion in the city of Colombo, itwas estimated that more than 125,000 or 21.5 percent lived 
in shanties. 

The high densities and congestion in urban areas present greater health and safety risks 
when coupled with the level of amenities. In the urban areas as a whole, about 24.4 
percent of the population shared their toilets with others, while nearly 20 percent were
reported to not even have shared toilet facilities. 14 In Colombo, almost 59 percent of 
the slum population did not have access to suitable toilets even on a shared basis, and
less than 28 percent had a flush or water-sealed toilet. Only 36 percent of all low-income 
housing units in Colombo had exclusive use of a source of water, and the slums had as 
little as one water tap per 128 persons and one toilet for more than 36 persons.15 

Most of the houses in Sri Lanka are built by individual households or small private
contractors. It is estimated that 80 percent of housing investment was associated with 

141981 Census of Population & Housng, Department of Census and Statistics, Table 13.18, p.226. 

"5World Bank, Urban Sector Report, p.51. 

http:persons.15
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household resources, 15 percent with public sector investment and the remaining 5 
percent with the banking sector. Outside of Colombo, most of the houses built are one 
or two-roomed structures costing as little as Rs.40,000. A reasonable middle income 
house outside of Colombo would cost about Rs.300-400,000, including serviced land. 

2. Housing Provision 
Since 1977, the public sector has played an active and innovative role in 

the provision of housing, initially with the Hundred Thousand House Program (HTHP) and 
then with the Million Houses Program (MHP). The major initiative in the housing sector 
over the past few years has been the MHR The concept is of a national shelter program
which includes both the public and private sectors and both the rural and urban 
populations, covering the period 1984 to 1989. The estimated total number of families 
benefited through the program up to September 1988 was 801,382.16 The two major
sub-programs of the MHP are the Urban Housing Sub-Program (UHSP) and the Rural 
Housing Sub-Program (RHSP). Table 1.14 shows the progress of both programs in terms 
of total funds disbursed and number of families reached up to mid-1988. 

TABLE 1.14 

UHSP 1984 1985 1986 1987 1988 

I _I I (up to July) 

(Rs.Mi) 

Total Disbursements - 38.4 60.7 57.4 45.1 

Families Reached: Loans - 7,584 10,419 7,334 5,547 

Other - 14,788 6,539 7,013 4,025 

RHSP 

Total Disbursement 189.8 217.6 255.8 194.5 106.1 

Families Reached 43,213 42,077 60,337 36,502 22,454 

Source: World Bank Memorandum on NHDA, 1988. 

It can be seen from Table 1.14 that the RHSP is the major sub-program of the MHP. This 
program is targeted to beneficiary families whose monthly income is less than Rs.1000,
while the UHSP is targeted to urban low-income families earning less than Rs.1200 per
month as well as those living in unserviced slums and shanty developments. The UHSP 
is comprised of four option packages: 
(a) Slum and Shanty upgrading 
(b) New Housing 

l'This Section is summarized from ADB, Urban Sector Profile, pp.100-110, and data from NHDA contained 
Ina World Bank Memorandum, 1988. 

http:801,382.16
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(c) Utilities 
(d) Sites and Services 
Annex 2 sets out the details of the options, requirements and loan terms for each 
package for both the RHSP and the UHSR The success of the MHP, in particular the
UHSP and the RHSP, has been its unprecedented scale and outreach, its target on the 
poor of Sri Lanka, and its emphasis on low cost, indigenous construction methods. The 
program has also generated initiatives whereby the resources provided by NHDA have 
been supplemented by the resources of the beneficiaries. According to the NHDA, over 
80 percent of the beneficiaries of the program have been in low-income groups. 

The USAID Housing Guaranty program has been a major supporter of both the RHSP 
and UHSP, especially in the use of the Thrift and Credit Cooperative Societies (TCCS) for
effective cost recovery under the RHSP. However, cost recovery through the TCCS, which
had increased to some 65 percent of total amounts outstanding, suffered a major setback
with the forgiveness by the new Government of MHP loans for all foodstamp holders. 
However, since TCCSs do not exist and have been found difficult to establish in urban 
areas, an alternative means, perhaps through the HDFC or the SMIB, will have to be 
found to effect improved cost recovery under the UHSR 

With respect to the Slum and Shanty Upgrading option of UHSP, it seems that the USAID
HG program has not as yet included eligible expenditure for infrastructure work carried 
out under the program. Since this is often the major expenditure in upgrading programs,
consideration might be given to such disbursements in the future. This issue takes on
added importance when it is seen that NHDA; effectiveness in implementing the program
has been affected by declining budget allocations (Table 1.15). Since the MHP was com
pleted in 1989, a follow-on 1.5 Million Housing Program, composed of 13 sub-programs,
has been launched in 1990 and will run for the next five years. It seems however, that 
the same budget constraints will apply in that out of the projected budget of Rs.1.0 billion 
for 1990 only some Rs.200 million has been allocated. 

TABLE 1:115 
BUDGET ALLOCATIONS FOR MHP 

Year Actual Allocation %Increase (Decrease) 
Rs.Million from Base Year 

1984 480.0 

1985 500.0 4.2 
1986 465.0 (3.1) 
1987 373.8 (21.5) 
1988 400.0 (16.7) 

1989 437.0 (8.9) 
Source: NHDA 



36 

H. 	 ENVIRONMENTAL CHARACTERISTICS OF URBAN AREAS17 

Sri Lanka currently faces a range of environmental problems. They include
deforestation, soil erosion and land degradation; losses of wildlife habitat and related
biological resources; mismanagem3nt of coastal resources and wetlands; and, health and
welfare problems caused by industrial pollution and accelerating urban development.
Given the urban focus of this study, the present section briefly addresses the latter two 
elements of the country's environmental context. 

The first sub-section describes the environmental problems of urban areas related to
industrial pollution and urban development. The second sub-section outlines the legislative
framework adopted to ameliorate these urban environmental problems. Finally, the third 
sub-section briefly discusses the Government institutions that have been created to 
develop environmental policy and plans. 

a. 	 The Problem 
(I) 	 Industrial Pollution: 

Sri Lanka's environmental pollution problems, directly related to manufacturing
activities, are most prevalent in the Greater Colombo area. 	Nearly all the island's 
larger industrial complexes and about 80 percent of the medium and small industries 
are located in and around Colombo. These industrial activities have caused serious 
water, air and so;' pollution problems. The problems can be highlighted as follows: 

Surface Water Pollution: 
The often illegal discharge of untreated industrial effluent into storm water drains has
caused the heavy pollution of most of the Cityls canals and lakes. These bodies of 
water suffer from high concentrations of carbon dioxide and nitrogen. Many of the
lakes of the Greater Colombo area are also brackish (high chloride concentration)
due to their periodic connection with the sea. 

Groundwater Pollution: 
The infiltration of industrial and human wastewater into the groundwater has resulted
in the unsuitability of many shallow wells for drinking purposes. The contamination 

17Ths section on the environmental characteristics of urban areas synthesizes material taken from the 
following five sources: 
1. Environmental Study of Sri Lanka, Status Assessment Programme for Environmental Cooperation, Main 

Report, NORAD/Colombo, June 1989;
2. Environmental Laws and Institutions of Sri Lanka, Assessment of USAID/Colombo, Malcolm F.Baldwin,

December 1989. 
3. Water Pollution Survey, Greater Colombo Area, Phases I and II,BHK Consulting Engineers, 1986;
4. Environmental Assessment Procedure for Development Activities In Urban Areas, Manual for Planners 

and Decision Makers, National Building Research Organisation, March 1988;
5. Urban Sector Profile for Sri Lanka, Asian Development Bank, December 1988; and

Interviews with Dr. LR. Sally, National Building Research Organisatlon; K.A.H. Ranaweera, Director General,

Central Environmental Authority; and Malcolm Jansen, Environmental Officer, USAID/Colombo.
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of groundwater has been caused by the disposal of industrial effluents into
soakaway pits, a common form of human waste disposal in Sri Lanka. This effluent,
still containing pollutants, mixes with the groundwater. Since it is not totally absorbed 
by the soil, it continues to pollute the groundwater. 

Air Pollution:
 
A number of industries pollute the environment by emitting dust, fibres and/or

noxious fumes originating from the use of volatile solvents.
 

Soil Pollution:
 
Colombo lacks sufficient sites for the disposal of industrial, as well as domestic,

solid waste. Dumping in many areas is uncontrolled. Waste is dumped in storm
 
drains along the roadside and in easily accessible low-lying areas. This uncontrolled
 
dumping frequently clogs drains and creates serious soil and groundwater pollution

problems. It has also increased the likelihood of periodic flooding in many of the
 
islandis municipal urban centers.
 
The problem of industrial pollution in Sri Lanka, as in many other developing coun
tries, is compounded by the siting of industrial activities in close proximity to residen
tial areas. Many polluting industries in Colombo are located next to residential areas
 
without any buffer zones or open space to separate them. The residents are con
fronted daily by polluted drains, stagnant water and drains blocked by industrial
 
wastes.
 

i) 	 Urban Development: 
Although Sri Lankat recent urban population growth has been low in comparison
to international norms, urban sprawl has occurred in Colombo, Kandy and other
 
urban centers. This urban growth has significantly altered the land use patterns of
 
these urban areas and has exacerbated an already deteriorating urban ervironment.
 
Several key issues will take on greater importance over the next 5-10 years as Sri
 
Lankal urban areas continue to increase in population and expand their built-up
 
areas.
 

Increased Wastewater Generation:
 
Considerable recent foreign investment in the water supply sector will likely result

in increased water consumption, with a consequent increase in wastewater gene
rated. While on-plot sanitation systems are generally working satisfactorily, the
 
combined effects of increased wastewater production and increasing population

densities in urban areas will tend to overload soakaways and to elevate the ground
water table. Already, water-logging is evident in certain urban areas where there is

insufficient soil capacity to absorb all the wastewater generated.
 

Increased Flooding:

Periodic flooding has become a problem in many urban areas. Flooding has intensi
fied due to encroachments into canals, rivers and low-lying marsh lands, as well as
 
the uncontrolled dumping of solid waste into these waterways.
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Uncontrolled Land Reclamation:
Uncontrolled and/or poorly designed land filling for residential and other usesincreases the likelihood of flooding by reducing the volume of natural flood storage
areas and the potential for discharge of waterways. 

Increased Air Pollution: 
In addition to industrial pollutions, air quality has decreased, especially alongColombot major thoroughfares, due to the emissions of vehicular traffic and the 
poor 	condition of the road surfaces. 

b. 	 Legal Framework for Environmental Protection in Urban AreasDating from the mid-1800s, Sri Lanka has a long history of environmentallegislation. Much of it is applicable to the countryl urban areas. The principal environ
mental legislation can be classified according to objective as follows: 

(i) 	 Environmental Policy
* The National Environmental Act (NEA), No.47 of 1980 established a Central Environmental Authority (CEA) to develop policies, standards,studies and educational programs concerned with environmental and natural resources; 
* 1988 amendments to the National Environmental Act require that the CEA issue newair, water and land pollution standards and emission permits, and establish environmental impact assessment procedure for development projects. 

(ii) Urban and Town Development
* 
 The Town and Country Planning Ordinance, 1915, authorizes planning and zoning forthe conservation and management of the environment; 
" The Urban Development Authority Law, No.41 of 1978, as amended, authorizes devel

opment plans and regulations, including zoning and the issuance of permits, for desig
nated Development Areas; 

" The Housing and Town Development Ordinance, 1915, provides for the regulation anddevelopment of housing and related facilities in municipal councils, urban councils and
other 	declared Development Areas. 

(Iii) 	 Pollution and Toxic Substances
a For the purposes of the present study, the Nuisance Ordinance No.15 of 1862, (asamended) complements common law of nuisance by prohibiting the fouling of water 

courses, the maintenance of stagnant and/or polluted water, etc.; 
a The Marine Pollution Prevention Act, No.59 of 1981, provides for the prevention, reduc

tion and control of the islandt waterways. 
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Aquatic and Coastal Resources
* 	 Land Reclamation and Development Corporation Act, No.15 of 1968, as amended by

Act No.27 of 1976 and Act No.52 of 1982, authorizes Government to reclaim and
develop areas declared as low-lyinn, marsh, waste or swampy areas for residential,
industrial, commercial or agriculturu use. 

c. 	 Responsibilities of Urban Environmental Institutions 
This section examines Sri Lankab principal Government institutions thatdevelop policies and carry out plans and programs related to urban environmental man

agement: 

) 	 Central LnWronmental Authority (CEA)-
The CEA is Sri Lankat primary environmental agency. It was established under the
National Environmental Act (NEA) of 1980 and is responsible for developing national
environmental and natural resource policies and public education programs. Under 
- subsequent cabinet order, it is also responsible for implementation and oversight
of environmental impact assessments. The CEA consists of a three-person board,
assisted by a small staff of professionals. It has developed, and oversees, an envir
onmental impact assessment process for other Government agencies. The CEA
forms part of the Ministry of Policy Planning and Implementation and has soleresponsibility for assessing and developing Sri Lankat approaches to environmental 
and 	pollution control. The NEA calls for the CEA to conduct and 	coordinate
research on environmental degradation and to develop environmental protection
criteria and standards. 

(li) 	 Urban Development Authority (UDA) and its National Building Research Organisation
(NBRO) 
The UDA is part of the Ministry of Policy Planning and Implementation. Under theUrban Development Authorities Act, the UDA must evaluate developm3nt proposals
for all industrial and infrastructure projects. UDA has decentralized its approval
authority, while maintaining oversight through d UDA planning officer based in eachlocal authority. The UDA research wing, the National Building Research Organiza
tion (NBRO), assists the UDA to meet its environment assessment review require
ments. To help the UDA evaluate development projects, the NBRO has prepared a
manual for "Environmental Assessment Procedure for Development Activities in 
Urban Areas." 
Since its inception, the NBRO has largeiy financed its operational requirements
through the provision of consulting and testing services. In 1986, however, it re
ceived a three-year US$1.08 million grant from UNDP to support seven technical
divisions including Human Settlements and an Environmental Division. The Environ..
mental Division reviews about 10-12 development projects each month. Comments 
are sent to the local councils where they are normally incorporated as conditions for
approval. The NBRO recently completed a 	 study of industrial pollution in the
Ratmalana Urban Council south of Colombo. 
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(iii) Greater Colombo Economic Commission (GCEC)
The GCEC exercises development authority over 415 square kilometers of land
within the Greater Colombo area. Any industrial, commercial or residential develop
ment in this region must be approved by the GCEC. It directly administers two
industrial export zones (Katunayake and Biyagama) and two pocket industrial devel
opments at Ekala and Jaela. 
GCEC has developed these zones following its own in-house economic and environ
mental review. In addition, it has planning and zoning authority for the remaining
areas outside the export zones. Implementation authority, however, rests with thelocal authorities. Under its authority, the GCEC environmental section has reviewed over two thousand projects in accordance with their own procedures for environ
mental assessment. Approximately, 5-10 percent fail to receive GCEC approval. 

I. MISSION ACTIVTIES RELATED TO URBAN 
The majority of this section is based on the USAID/Sri Lanka Action Plan 1989

(March 1989) anc' interviews with various USAID officers. 

As itprepares to undertake the 1992-96 CDSS, USAID/Sri Lanka is completing a strategy
based on a series of projects that have focused on addressing Sri Lankat problems inemployment and income. This strategy has emphasized income growth by promotingprivate enterprise with respect to farmers ac well as entrepreneurs and low-income house
holds. Based on past analyses and previous experience, interventions were primarily
designed to strengthen the technology-produce-market linkages a:s a means to raise
incomes and maintain an acceptable income distribution. 
In implementing this strategy, linkages among key sectors in USAID/Sri Lankat portfolios
become increasingly important. Advances in agriculture are linked not only to the adoption of technological advances in the sector, but also to increased employment outside
agriculture leading to increased demand for agriculture products. Thus, the development
of urban local authorities, which up to now have been primarily market, trading and agricultural service centers, is seen as a promising link between the two major sectors of theMissiont strategy, agriculture and the private sector. Selective extension of the Housing
Guaranty program into urban development might therefore accelerate the agriculturetransformation process while simultaneously creating increased employment in the private
sector. 

1. 	Agricultural/Rural Development
In pursuing the goals of increasing rural incomes, productivity and food

consumption, agriculturels portfolio combines: 
(a) support for the improved performance of irrigation systems;
(b) assistance to efforts to diversify agricultural production; and
(c) an evolving policy dialogue in favor of market based policies to promote rural 

income growth. 
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Originally concentrating on raising rice production and developing the institutional structure to support agriculture development, the Mission has moved to a more deliberateeffort to increase both farm and non-farm incomes and productivity. Agricultural diversification provides a means to enhance the stability of earnings, improve nutrition, increasethe profitability of farm entarprises and make better use of scarce resources, in particularirrigation water. The agriculture portfolio, therefore, provides substantial support to: 
" The formulation of GSL diversification policies 

the National Agriculture, Food and Nutrition Strategy (NAFNS), and the Agricultural
Planning and Analysis Project (APAP-383-0083); 

" The development of improved production technologies for non-rice field crops 
the Diversified Agriculture Research Project (DARP-383-0058); 

" Efforts to promote production and marketing of high-value export crops the Mahaweli Agriculture and Rural Development project (MARD-383-0086), and the
Mahaweli Enterprise Development project (MED-383-0090). 

USAIDt portfolio has, therefore, emphasized food crop technologies, institutional development and irrigation management, and areas of comparative advantage for U.S. assist
ance. 

Related to the subsector on irrigation management is the Mission!3 work under the WaterSupply and Sanitation Sector (WSSS) project. This project, which is an integral part ofdevelopment of the urban sector, has achieved major improvements in the institutionalcapabilities of the National Water Supply and Drainage Board (NWSDB) to plan, design,rehabilitate/construct, operate and maintain water and sanitation systems throughout SriLanka. Increased emphasis on improved operations and maintenance has loweredNWSDB's unit operations and maintenance costs and has increased revenues considerably. It has also encouraged the Asian Development Bank to provide significantfunding for further capital expansion. A comprehensive tariff increase is to take effect in1990, which will cover operations and maintenance costs with debt service and/or
depreciation (whichever is greater) being included by 1993. 

In the area of land tenure policy and related issues, the Missiont policy dialogue with
Government has been broadened beyond support for expedited land titling under a PL480self-help measure. Options for a comprehensive assessment of the pertinent land tenureissues in agriculture and rural development have been explored with GSL. In negotiations
during the development of the Mahaweli Enterprise Development project, USAID was ableto obtain agreement on land transfer to encourage small-scale enterprise. Considerationmight be given to extending this effort to the urban sector where land conveyance can
also be difficult (see Section L.E). 

The rural development effort has also benefited from the rural component of the
Governmentt Million Houses Program, supported under the Housing Guaranty program.The program has substantially rc_.Lributed to a strengthening of rural financial markets.Policy dialogue has succeeded in moving the program to greater reliance on private financial institutions, specifically the Thrift and Credit Cooperative Societies. In addition, 
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support for housing construction also provided valuable lessons in capital formation and 
uses of formal credit for low-income rural families. 

2. 	 Private Sector Development
USAID/Sri Lanka has succeeded in incorporating a private sector focusinto its entire portfolio: the PL480 Section 108 program of local currency loans to theprivate sector; the privatization of the seed industry through the DARP project; theintroduction of the Thrift and Credit Cooperative Society system into loan origination andservicing under the Million Houses Program; the PVO co-financing of sub-projects whichencourage small-scale industries; the MARD project to increase the role of private sectormarketing in the Mahaweli areas; and the productive enterprises component under RAR. 

Perhaps the project in the Private Sector Development portfolio, which could be closelyrelated to urban development, is the Mahaweli Enterprise Development (MED) project.This project is designed to develop small-scale enterprises within the MahaweliDevelopment area with the intention of attracting larger scale enterprises. As mentionedabove, a Condition Precedent to disbursement was the transfer of 750 lots to individualsfor the development of small enterprises. 

Given the dualistic nature of the Sri Lankab private sector, i.e., small-scale, informalenterprises versus large-scale capital intensive enterprises, the Private Sector Programis contemplating a two-pronged strategy:
" suppurt to accelerate the formation and growth of viable micro and small-scaleenterprises that thrive in a market environment; and
" assistance to 	improve the competitiveness of Sri Lankan industry by shaping anappropriate policy environment, and by encouraging the development and adaptation

of efficient technologies. 
As stated in the Action Plan: 

"Agood deal more needs to be known abut the distribution and activity
of the labor force. The Central Bank annual report of 1987 states thatonly 1.5 million jobs can be identified, 1.2 million of which are 	in thepublic sector. (The economically active population was estimated at 5.7million 1984.) That suggests a vast array of small scale operationsaround the country, contributing much to GNP without being part of theformal economic system. This is an area of particular concern to both theGSL and USAID, and a field in which USAID can make a substantialcontribution through the Mahaweli Enterprise Development project." 

The foregoing is a good description of the informal manufacturing and service sector.Since small-scale enterprises and employment schemes form an important aspect of thepoverty alleviation program, intervention by USAID in this area could have a significantimpact both on poverty alleviation and employment creation. 
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A final area with links between Private Sector Development and the Housing Guaranty
Program is the Million Houses Program (MHP). USAID interest has concentrated on
making the MHP more self-sustaining by encouraging higher interest rates and increasing
the rates of recovery of the loans. A major policy advance has been the privatization of 
part of the loan origination and servicing functions by channeling some MHP loans
through the Thrift and Credit Cooperative Society system (TcS). Loans handled by the
TCCS,so far almost all in rural areas, have had recovery rates approaching 65 percent,
compared to the lass than 50 percent recovery rates achieved by the overall propram. 

Although these recovery rates have fallen substantially due to the Government ordered
relief from loan repayments by foodstamp holders, according to the Action Plan, 

The TCCS' success in the financial aspects of housing has been due,
at least in part, to its use of less onerous lending practices than banks 
and other formal sector lenders, enabling them to fill a credit market
niche that the other formal financial institutions were not interested in, but
which has demonstrated itself to be creditworthy under the right 
circumstances."
 

While serious damage has been done to many of the newer thrift societies and to credit
discipline overall, this seems to be an important area to pursue in ascertaining how theprivate sector can be mobilized to provide housing and home improvement credits to low
income urban families. 
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II. SECTOR DEFINmON/IDENTIFICATION OF KEY ISSUES 

INTRODUCTION 
The previous section attempted to give an overview of the characteristics of the 

urban sector in Sri Lanka. Although a considerable body of knowledge exists on the 
urban sector in Sri Lanka, a significant lack of data was found in crucial areas. For 
example, data on socio-economic characteristics of the urban population were found only 
on a national basis or, based on individual studies, for various urban neighborhoods in 
Colombo. Perhaps, with additional time, recent socio-economic data can be obtained by
city size through the UA or from other sources. At present, however, urban socio
economic data, with the exception of population, are not disaggregated by province or 
city size. 

Given the aspatial economic policies of Sri Lanka, the spatial consequences of economic 
growth both formal and informal have also only been documented in general terms, 
e.g. increased pollution, increased traffic congestion, increased concentralion of growth
in and around Colombo, etc. Outside of the quantitative data on the contribution of the 
urban economy to GDP, employment, types of employment, etc. which are set out in 
Section I.B., there seems to be little or no documentation on the links of the urban sector 
to national economic growth or urbanization characteristics and how they relate to econ
omic growth. Perhaps the lack of data in these areas is an issue in itself. 

In spite of this lack of data, the review of the urban sector inthe previous section brought 
out various issues with respect to various components of the urban sector. In attempting 
to define the urban sector according to its size, growth trends, linkages to the rural sector 
and capacity to plan and manage urban growth, this section will highlight what are felt to 
be the key issues inthe sector. Subsequently, a final section will outline what steps might 
be taken to address them. 

A. URBAN POPULATION GROWTH TRENDS 

1. Growth Trend 
Very little data seem to exist not only on the socio-economic 

characteristics of urban population in Sri Lanka but also on their demographic aspects,
i.e. population trends and projections by size or type of urban areas.' Although data 
are limited, an idea of the trend in urban population by type of urban area can be 
obtained from Table 2.1, which shows the distribution of urban population in municipal
councils, urban councils and town councils in the 1963, 1971 and 1981 censuses. 

18Population projections for urban centers were carried out by UDA at the request of the consultants. 
However, Inspite of the differing characteristics of various urban centers, the projections were calculated 
on a straight line basis resulting Ina similar urban population profile as existed In1981. See Annex Table 
6. 

,, " "'j" 
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TABLE 2.1 
DISTRIBUTION OF URBAN POPULATION BY TYPE OF URBAN AREA 

1963, 1971, AND 1981 
Type of 
Urban 1963 1971 1989 
Area 

# of 
Units 

Population 
I I 

% # of 
I Units 

Population 
I I 

% # of 
Units 

Population 
_ I 

% 

M.Cs. 10 1,031,557 51.2 12 1,219,682 42.8 12 1,304,846 40.9 

U.Cs. 35 581,279 28.8 37 771,095 27.1 39 898,466 28.1 
T.Cs. 54 403,449 20.0 86 857,339 30.1 83 989,17-7 31.0 

Total 99I 2,016,285 100.0 135J 2,848,116L 1=00.0 134[ 3,192,489 100.0 

Although the number of municipal councils increased by two and the population in munici
pal councils by 26.5 percent from 1963 to 1981, the municipal council share of urban
population continually declined from 51 percent in 1963 to 41 percent in 1981. While the 
urban council share of urban population remained constant at roughly 28 percent in spite
of an increase of four urban councils and a population increase of 55 percent, the town
council share jumped from 20 percent to 31 percent. This was mainly due to the increase
in the number of town councils from 54 to 83 which was concomitant with a town council 
population increase of 14 percent. Both of these factors indicate significant growth at the
lower end of the urban spectrum. This is confirmed by the fact that, outside of Colombo,
the three municipal councils with growth rates greater than the national average, i.e.Batti
(;aloa, Ratnapura and Nuwara Eliya, are the smaller municipal councils. This is also true 
tor the urban councils with growth rates greater than the national average, i.e., Panadura,
Kogalle, Hambantota and Moneragala. 1 

Another factor is operating here, however, and that is the criteria for creating urban local 
authorities. It can be seen from Table 1.3 and 2.1 that the number of each type of urban 
area changed from one census to the next, and consequently the percentage urban. The
criteria for establishing new authorities and for upgrading existing ones is, therefore, basic 
to the definition of urban in Sri Lanka. Indiscussions with Government officials, however, 
no definitive criteria such as population, revenue base, density, etc., were mentioned. This 
is confirmed by the fact that in 1981 five urban councils had larger populations than five
municipal councils; and several former town councils and rural ACAs have populations
greater than urban councils. 

It seems that, based on the Urban Council Act of 1939, the original urban local authorities 
were created on the basis of existing Sanitation Boards, population and/or location as 
district capitals.2° However, over time, many Town Councils were created based on
application to the Commissioner of Local Government and adecree by the Minister. Local
authorities also applied to be upgraded to urban and municipal councils, or could refuse 

19See Annex Table 6. 

'*The original Act will have to be reviewed to confirm these and any other criteria. 
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to be upgraded. Further, due to the rural emphasis of Government programs, no new 
authorities were created since 1970. Thus, as detailed later in this section, the present
definition of urban areas in Sri Lanka, based as itis on the population in municipal, urban,
and town council areas, is extremely amorphous since no definitive criteria seem to exist 
for creatin. or differentiating these areas. 

With respect to urban growth outside of the Colombo Metropolitan area, it is more 
meaningful to gauge urban population trends according to the urban population share 
of each district as well as the change in the population in the inter-censal period. Table
2.2 shows that the share of the urban population in most districts is well below the 
national average of 21.5 percent. In about one third of the districts less than one tenth of 
the population lives in urban areas. The heavy urbanization in the Colombo district is 
evident in that it is the only district which is over 50 percent urban, i.e., nearly 75.percent,
with the next highest urban district, Jaffna, only 33 percent urban. 

With respect to the pace of urbanization, it can be seen from Table 2.2 that the districts 
have in general experienced similarly slow urban growth as the country as a whole. Some 
two thirds of the districts experienced an actual decrease in the share of urban 
population. Only in the case of Colombo was there a dramatic increase in urban popu
lation from 55.2 percent to 71.4 percent. 

This apparent growth, however, is due to a boundary change ra'her than any real growth
in urban population. Essentially, it is a result of the creation of the Gampaha district which 
was more rural than the remainder of the Colombo district from which it was separated.
Thus, it seems that in the 1971-81 inter-censal period none of the country's districts has 
experienced any significant degree of urban growth. 

Regarding future urban growth, Table 2.3 shows the breakdown of the urban population
by town size for the last four censuses. As mentioned earlier, the lack of definition of and 
the rapid increase inthe number of urban areas from 1953 to 1971, i.e. 43 to 135, compli
cates the analysis of urban growth. Due to the relative stability in the number of towns 
between 1971 and 1981, projections by town size have therefore been carried out based 
on this period rather than going back to prior censuses. In the absence of qualitative
socio-economic data on various categories of towns, the projections in Table 2.4 have 
been done on a straight line basis. Thus, the trends from 1971 to 1981 have necessarily
been intensified in that the growth of towns in the 20-25,000 range and over 100,000 has
increased, accounting for some 73 percent of the urban population in 1991, while 
population in the lower ranges and the 50-100,000 range has fallen. Further, total urban 
population increased at roughly 1.7 percent per annum for a total of 3.7 million. According
to Department of Census and Statistics population projections, this would be 20.9 percent
of total population in 1991, which is roughly the same as the urban population in previous 
censuses. 
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TABLE 2.2DISTRICT DISTRIBUTION OF URBAN POPULATION, SRI LANKA 

Growth ARd@sofLkbUi PopAstion Shm of ToW DIct Lkbmn PopuLA
Coc) _ _ _ _ _ _ Popuation Niorn0rwd) 

Dhk 19W3 1ii1 1961 190 1971 1981 197141 
- o - -_--t) - -_ _ _

Colombo 1,023.8 1,470.1 1,262.0 48.5 55.0 74.3 1.2
 
Gampaha 
 - - 386.1  - Z.8 1.4
 
Kalutara 126.4 
 161.4 177.0 20.0 22.1 21.4 1.1
 
Kandy 
 119.2 148.2 147.4 11.4 12.5 13.1 0.6 
Matale 29.4 38.2 38.0 11.5 12.1 10.6 0.1
 
Nuwara-E]iya 
 24.5 21.8 37.9 6.2 4.8 7.3 2.3 
Gallo 130.0 1,57.5 168.1 20.2 21.4 20.6 0.8
 
Matara 60.5 
 66.4 71.5 11.8 11.3 11.1 0.8 
Hambantota 22.3 33.3 41.4 8.1 9.8 9.8 2.4 
Jaffna 150.8 235.6 270.6 24.6 33.5 32.6 1.6 
Mannar 9.0 11.2 14.5 15.0 14.3 13.5 3.0 
Vavunlya 11.2 20.6 18.5 16.3 21.5 19.3 1.8 
Mulaitivu - - 7.2  - 9.3 4.6
 

Batticaloa 49.3 70.9 79.6 25.2 27.5 24.0 1.4
 
Amparal 28.6 32.1 53.6 13.5 11.8 13.8 -

Trincomalee 34.8 74.8 C3.3 
 25.1 38.9 32.4 1.5
 
Kurunegala 30.1 
 43.1 43.9 3.5 4.2 3.6 0.4 
Puttalam 38.2 52.2 61.8 12.6 13.8 12.5 1.8 
Anuradhapura 32.9 38.9 41.7 11.8 10.0 7.1 0.7 
Polonnaruwa 5.9 16.1 20.8 9.0 9.8 7.9 2.7 
Badulla 42.3 51.7 51.5 8.1 8.4 8.0 0.7 
Moneragala 3.4 4.2 6.0 2.5 2.2 2.2 4.5 
Ratnapura 26.3 47.8 59.2 4.8 7.2 7.4 1.9 
Kegalle 17.5 46.0 53.5 3.0 7.1 7.8 1.6 
Sourcm-.Cnsus of Population-1971 and 1981, and Statistical Abstract of Ceylon-1977, Department of Census and Statistics, 

Colombo.
Note: Two new districts of Gampaha and Mulaitivu were carved out of Colombo and Vavuniya Districts respectively, for the 1981 

Census. 



DISTRIBUTION TABLE 2.3OF URBAN POPULATION ACCORDING TO SIZE OF TOWN 

IF : SIZE OF TOWN IN TERMS OF POPULATION 
Census 

Year 
Below 
2,000 

2,000 to 
4,999 

5,000 to 
9,999 

10,000 to 
19,999 

20,000 to 
49,99 

50,000 to 
99,999__ 

100,000 
and Ovr 

1953 Number of towns 3 8 4 15 6 6 1 
Population 4.062 28,338 29,691 213,150 154,727 383,038 426,127 

1963 

Percentage of total urban 

Number of towns 

0.3 

9 

2.3 

21 

2.4 

23 

17.2 

21 

12.5 

18 

30.9 

5 

34.4 

2 
Population 15,342 74,681 158,280 278,153 487.986 379,265 622,578 

1971 

Percentage of total urban 

Number of towns 

Population 

0.8 

6 

10,819 

3.7 

32 

104,095 

7.9 

30 

215,848 

13.8 

34 

499,561 

24.2 

31 

781,874 

18.8 

4 

411,311 

30.9 

5 

823,798 
Pecentage of total urban 0.4 3.7 7.6 17.5 27.5 14.4 28.9 

1981 Number of towns 
Population 
Percentage of total urban 

3 
5,15-3 

0.2 

27 
85,679 

2.7 1 

30 
214,521 

6.7 

34 

498.002 
15.6 

31 
981,837 

30.8 

4 

292.C 12 
9.1 

5 

1,115,2R_ 
34. 

Source: Department of Census and Statistics. 

CD 
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TABLE 2.4 
PROJECTION OF URBAN POPULATION BY TOWN SIZE 

SIZE OF TOWN IN TERMS OF POPULATION 
Census 

Year 
Below 
5,000 

5,000-
10,000 

10,000-
120,000 

20,000-
50,000 1 

50,000-
100,000 

Over 
100,000 

All 
Towns 

1971 Number of towns 38 30 34 25 5 3 135 
Population 114,914 215,848 499,561 781,874 411,311 823,798 2,848,116 

Percentage urban 4.1 7.6 17.5 27.5 14.4 28.9 100.0 
1981 Number of towns 30 30 34 31 4 5 134 

Population 90,832 214,521 498,002 981,837 292,032 1.115,265 3,192,489 
Percentage urban 2.9 6.7 15.6 30.8 9.1 34.9 100.0 

1991 Population 71,794 213,202 493,448 .,232,940 207,344 1,509,856 3,731,584 
Pecentage urban 1.9 5.7 _ 13.3 33.0 56 40.5 100.0 

Source: Department of Census and Statistics, PADCO Analysis. 
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2. 	 Definition of Urban 
A major issue in the foregoing attempt to gauge urban population growth

by size and type of urban center is how the urban population in Sri Lanka is defined. As 
mentioned previously, the official definition of the urban population in Sri Lanka is that 
population residing in municipal, urban and town council areas, the criteria for creation 
and definition of which are uncertain. Thus, an increase or diminution in the number of 
local councils affects the size of the urban population accordingly. For example, the 1987 
Constitutional Amendment creating the Provincial Councils and Pradeshiya Sabhas 
effectively abolished town councils in that all town councils were absorbed into the 257 
Pradeshiya Sabhas. Thus, if the definition of the urban population as the population in 
local council areas remains unchanged for the 1991 census, the 'urban' population will 
decline to an estimated 13 percent of total population.2' 

The present definition will, therefore, be extremely misleading as to the extent of 
urbanization and the share of urban population in Sri Lanka. This definition and the 
percent urban in Sri Lanka can be compared to other countries in the region as 
follows:22 

Percent 
Country Urban

11981) DcInition of Urban 

Bangladesh 15.2 Places having a municipality, a town committee or a cantonment 
board. 

India 
23.3 Towns (places with municipal corporations, municipal area, town 

and notified area committees and cantonment boards); also, all 
places having 5,000 or more Inhabitants, a density of not less 
than 390 persons per square kilometer, pronounced urban char
acteristics and at least 75 percent of the adult male population
employed In tha non-agricultural sector. 

Indonesia 22.4 Municipalities, regency capitals, and other places with urban 
characteristics. 

Iran 49.6 All Shahrestan centers, regardless of size, and all places of 5,000 

or more Inhabitants. 

Malaysia 37.2 Gazetted areas with population of 10,000 or more. 

Nepal 6.4 Localities of 9,000 or more Inhabitants (Panchayats). 

Pakistan 28.3 Places with municipal corporations, town committees or canton
ments. 

Thailand 21.5 Municipalities. 

21This estimate Is based on the 1991 population of municipal and urban councils as projected in Annex 
Table 6, and the 'central' population projection for 1991 for the country by the Department of Census and 
Statistics. 

22United Nations, Demographic Yearbook, 1985. 
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It can be seen from the foregoing that the definition of urban differs greatly by country,
with several (Bangladesh, Indonesia and Pakistan) similar to Sri Lanka's. Perhaps India
is the most comprehensive in that it includes all places with 5,000 or more inhabitants but 
also a minimum density (390/square km), urban characteristics and at least 75 percent
of adult males employed in the non-agricultural sector. With respect to the economic base
and characteristics of an area, the latter is a key component. For example, if all areas with 
a population of more than 5,000 inhabitants were defined as urban areas in Sri Lanka, the
urban population percentage would have been 38.8 percent in 1981.23 Many cf these
localities, however, are estate areas or rural villages which would not have 'pronounced
urban characteristics' nor an employed population of more than 75 percent in non
agricultural sector. However, many areas which are presently considered rural AGA
divisions, especially those adjacent to the Colombo Metropolitan area and the Municipality
of Kandy, could be considered urban by the foregoing definition.24 These suburban 
areas alone have a population of nearly 200,000. 

Thus, it seems that the percentage share of urban population could very well have been 
greater than 21.5 percent in 1981. While it is not as high as 39 percent, it certainly is not 
as low as 13 percent. Given the fact that activity pursuant to carrying out the 1991 Census
has already begun, it might be beneficial to convey the foregoinq definitional issue to the
Department of Census and Statistics such that a realistic definition of the urban population 
can be agreed upon--and a precipitous decl:ne from 21.5 percent urban to some 13 
percent, avoided. Such a decline would havu serious implication3 for, inter blia, under
standing the characteristics of the urban population, acsertaining internal migration
patterns, designing 'urban' development programs, estimating urban poverty, and 
perhaps most importantly calculating the role the urban sector performs in the economy.
Thus, the urban problems detailed in the previous Chapter could continue to mount until
diseconomies of agglomeration (c.f. p.31) become a serious disincentive to funher invest
ment, internal and external, with the consequent implications for basic employment
creation, income generation, and economic growth in general. 

B. SPATIAL DISTRIBUTION OF POVERTY 
Although Sri Lanka is a poor country, comparatively it is better off than most 

developing countries. In 1984, the country's GNP per capita was US$300 compared to 
an average of US$260 for all developinIcountries and a median for Asia of US$370 (Ban
gladesh-US$180; Malaysia-US$1980). In addition, with respect to other low-income 
countries in Asia, Sri Lanka has a more equitable distribution of income. Since the bottom
quintile of the population earns the highest percentage of income vis a vis other Asian
countries, 7.5 percent vs. 6.2 percent Asian median, and the lowest percentage of income 

23Based on an Investigation carried out by the Office of the Mission Housing Advisor, USAID. 
24Map 4,Inthe next section, shows that, on the average, eight of Sri Lanka's 24 districts have densities over 
400 per square kilometers. 

ZS8iLankaComDared, compiled by USAID/SrI Lanka Projects Office, 1989. 

http:definition.24
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is earned by the top quintile, 43.4 percent vs. 49.4 percent Asian median, Sri Lanka's 
income distribution curve is flatter than that for other countries in the region. 

In spite of these comparatively favorable figures, poverty in Sri Lanka is experienced by
the majority of the population. An indication of this poverty is the number of the
population receiving food stamps. Although abuses have been reported with respect to 
eligible incomes, in 1988 more than 8.5 million, or more than half the population, received
food stamps. Further, on the basis of caloric intake, nearly 25 percent of the population 
are below the absolute poverty line. In addition, it is estimated that 37 percent of the pre
school age children suffer from malnutrition and more than 50 percent are affected by
nutritional anemia.2 

The spatial distribution of poverty in Sri Lanka can be approximated from data pertaining
to the distribution of food stamps, or poor relief, rationwide. Families with incomes less
than Rs.700 per month are entitled to such relief. Table 2.5 shows the percentage of 
those receiving food stamps as a percentage of total population for each district. The 
spatial variation of the population receiving food stamps is readily apparent from the table. 
While Colombo and the surrounding districts have the lowest percentage on food stamps,
i.e. an average of 28 percent, the districts in what is now the North Eastern province have 
by far the highest, an average of 67 percent. This might be expected since this province
has been the location of most of the hostilities since 1983. More than 50 percent of the 
population in the North West (Kurunegala) and Sabaragamuwa (Ratnapura) provinces
also receive food stamps. Since the figures are not broken down by urban and rural 
areas, it is unknown whether the distribution of poverty as indicated by the distribution of
foodstamps is highly associated with urban areas. The fact that the urban mean and me
dian per capita incomes increased by over twice as much as that in the rural sector from
1981 to 1985 (see Table 1.5), however, indicates that poverty, as measured by income,
is still predominant in the rural areas. Further, the provinces with the highest percentage
of foodstamps contain districts with some of the lowest population densities (see Map 4, 
Population Density by District). 

26Govemment of Sri Lanka, Reort on Poverty Alleviation Throuah Peogle-Based Develooment, May 1988, 
as quoted InADB, Urban Sector Profile, 1988, p.29. 
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TABLE 2.5
DISTRIBUTION POOR RELIEF STAMPS (Food Stamps)

UNDER PUBUC ASSISTANCE PROGRAMME 
ALL ISLAND (Si Lanka) FOR THE YEAR 1987 

Districts 
Numbeir of 

Persons Recelv-
gStmp 

Mid-Year 
Populatlo 

Percert of Popu-
latlon Who Receive 

Ss 

Provkxca 
Average 

___ 

Colombo District 337,833 1,833,000 18.4 
Gampaha 505,125 1,535,000 32.9 
Kalutara 370,839 896,000 41.4 (28.) 

Kandy 487,913 1,075,000 45.4 
Matale 218,072 386,000 56.5 
Nuwara Ellya 151,326 617,000 24.5 (41.) 

Galle 364,720 867,000 42.1 
Matara 290,872 682,000 42.6 
Hambantota 234,872 480,000 48.9 (44.) 

Jaffna 694,648 919,00 75.7 
Mannar 79,030 128,000 61.7 
Vavunlya 80,757 118,000 68.4 
Mullaitlvu 63,047 100,000 63.0 (67.) 

Battlcalca 270,008 379,000 71.2 
Ampara 287,702 466,000 61.7 

Trincomalee 151,803 301,000 50.4 

Kurunegala 744,055 1,335,000 55.7 

Puttalam 331,487 568,000J 58.4 (57.) 

Anuradhapura 308,405 720,000 42.8 
Polonnaruwa 119,425 327,000 36.5 (41.) 

Badulla 238,018 658,000 36.1 
Moneragala 218,493 327,000 66.8 (46.) 

Ratnapura 465,399 879,000 52.9 
Kegalle 331,169 713,000 46.4 (50.) 

TOTAL 7,345,018ia309000 45.0 
Source: Department of Social Services, Sri Lanka, 1987. Unpublished data and Health Bulletin, 1986.Published by the Ministry of Health of Sri Lanka. As quoted in ADB Urban Sector Profile, p.30. 
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Those families receiving food stamps are also the target population for the Government's 
new poverty relief program, Janasawiya or 'peoples effort'. Under this program, those 
families with five or more persons earning less than Rs.700 per month will receive
Rs.2,500 per month. Of the Rs.2,500, however, only Rs.1,458 is allowed for consumption
while the i-maining Rs. 1,042 is deposited in a bank for two years. At the end of two years
the ar,iount saved (Rs.25,000) is to be used for investment in an income earning trade 
or business. The Rs. 1,458 per month, ifnot consumed, is intended to help the recipient
in acquiring skills to conduct his future trade or business. In some areas of the country,
this portion is being paid after the recipient has participated in a local public works project
such as minor road or drainage project. If the program were designed with this objective
in mind, i.e. to teach the recipient a marketable skill over two years through community
and/or public works programs, the recipients would more likely be able to productively
invest his savings at the end of the two years. 

One indication of urban poverty is the number of semi-permanent and improvised
dwellings in urban areas. It was seen in section I.G that while this number decreased as 
a percentage of urban dwellings from 37 percent to 32 percent in 1971 and 1981,
respectively, the absolute number rose from 157,000 to 161,000 in the intercensal period.
According to the NHDA, there is still a high incidence of squatter and shanty settlements 
both in Colombo and other urban areas of the country. The 1981 Census indicated that 
such dwellings accounted for 53 percent of the housing stock in the Colombo Municipal
Council and an average of about 20 percent in other urban areas. Although no figures are 
available, this percentage should have declined based on the progress of the Million 
Houses Program since 1985 (see section I.G). 

Surveys undertaken in several squatter areas in Greater Colombo indicated that the 
majority of families earned less than Rs.500 per month, and there was high unemploy
ment and underemployment and poor access to services. Further, more than 75 percent
of family expenditure was on food, allowing little, if anything, to amortize a plot and/or
housing loan (see Table 2.6). While the MHP slum and squatter upgrading program has 
made a significant impact in providing services, tenure and housing loans to these areas,
unemployment is still a major problem. It is in this area that the Janasawiya program
could have an impact if,in fact, low-income urban dwellers could learn a trade and/or set 
up a business in their local area. Further, a portion of the two year savings might also be 
used to obtain title to their lot or house which in turn could be used as collateral for a 
larger business or trade loan. 

It can be seen from the foregoing that a major issue with respect to urban poverty is that,
in the absence of recent socio-economic and Iiousing data, it is unknown to what extent 
urban poverty as measured by income, caloric intake, and/or dwelling status, exists both
in the Colombo Metropolitan area and other urban local authorities. While the MHP slum 
and squatter upgrading program should have made an impact on reducing the number 
of squatter areas, until the results of the 1991 census are published, it will not be known 
what effect the Urban Housing Sub-Program has had on decreasing the total number of 
semi-permanent and improvised housing units. 
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TABLE 2.6
 
RESULTS OF SURVEYS OF SQUATTER SETTLEMENTS
 

Year of Study 1988 1986/87 1985 

Location Glntuphilya and 
Wanatamulla wards 
of CMS 

Bloemendhal wards 
of the CMC 

Nediwala in Dehi
wela, Mt.Lavinla MC 

Income 63% earn less than 
Rs.1500 per family 
per month 

42% earn less than 
Rs.12.O per family 
per month 

87% earn less than 
Rs.1500 per family 
per month 

Expenditure 76.4% of the in-
come on food 

75.4% of the In-
come on food 

79.5% of the in
come on food 

Unemployment 10% males, 94% 
females of the work 
force 

15.8% males, 31.7% 
females of the work 
force 

58% of the work 
force or seasonal 
workers 

School Dropouts 22% Not available 44% 

Infrastructure Sur-
vey 

At Gintupitlya, pipe 
bome water Is avail-
able Inadequate 
quantities 

One community 
tap, tap per 222 
persons or 515 
households 

Ong community tap 
for 30 households 

Water for drinking, 
working, washing, 
etc. 

Wanathamulla-no 
water service to 
settlement. Water 
obtained from ad-
Joining 
housing scheme 

Toilet facilities 91% of the house-
holds use public 
toilets 

75% of the com-
mon garden toilets; 
25% no toilet facili-
ties 

41% of households 
have no toilet facili
ties 

Solid waste 
disposal 

85% of the house-
holds are provided 
poly sacks by CMC 

80% of the house-
holds dump waste 
on open space 

85% of the house
holds dump waste 
on open space 

Source: As quoted in ADB Urban Sector Profile, p.33 
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The two major features which are required to reduce urban poverty as measured by hou
sing characteristics and dwelling status (tenure) are land and infrastructure. Itwas seen
in section I.E, Urban Land Issues, that land prices in the Colombo Municipal Council area
increased by 15.5 percent per year in real terms from 1976 to 1989 and 13 percent per
year in the 13 surrounding ULAs. These price increases, along with an outdated land
titling and registration system, have forced an increasing number of urban low-income
families to squat on marginal land where they have access to employment sources or to
settle on the urban fringe without adequate services or employment opportunities. 

Further, as documented in section I.E, population growth pressure in Greater Colombo
has forced many local authorities to approve land subdivisions without provision of 
services. This problem is compounded by the lack of coordination among government
land development agencies, i.e. the UDA, NWSDB, Land Reclamation Corporation, ULAs,
etc., 	in the subdivision approval process. 

With 	respect to ULAs outside Colombo, lack of time did not permit the collection of land
prices nor the determination of the extent of slums and squatter settlements. The one field 
visit was enlightening, however, in that a squatter settlement in Kurunegala was visited
which was located with easy access to casual urban employment. What council officials
had 	said were some 50 houses were in fact some 200 houses without services, the
original ones having been there for 50 years. Further, the occupants who were questioned
had not heard of any government housing assistance. Thus, as is the case in many de
veloping countries, lack of access to urban land and services is a major issue,
compounding not only urban housing problems but also urban transportation problems.
Further, although not a primary cause of urban under and unemployment, the lack of
affordable serviced land certainly constrains amelioration of the problem. 

C. 	 IMPACT OF DEVOLUTION ON PROVINCIAL COUNCILS AND LOCAL 
AUTHORIES 

1. 	 Organization 
As referred to in Section I,the Government of Sri L.anka is undergoing a

basic structural change in which many of the responsibilities of line ministries are being
devolved, not just decentralized, to Provincial Councils, Urban Local Authorities andPradeshiya Sabhas. This process, which began in 1988, has accelerated in 1989 with the
result that provincial council administrations have been established in all eight provinces
along with sub-provincial administrations of municipal and urban councils in urban areas 
and Pradeshiya Sabhas in semi-rural27 and rural areas. 

a. 	 Provincial Councils: Inth Provincial Council organizations, activities 
are concentrated at two levels: the Provincial Council level where activities are primarily
associated with development planning, finance, personnel management, law and order, 

27Town Councils, some of which have populations up to 56,000, were absorbed Into Pradeshlya Sabhas In 
1987. 
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etc; and the Pradeshiya Sabha level where operations are concerned with the implemen
tation of programs and the delivery of services. The basic organization of the Provincial 
Council Administration is composed of the Chief Minister and not more than four sectoral 
ministries, each of which is responsible for a group of somewhat related sectoral subjects.
Each sectoral minister has a sector secretary who is supposed to report to his minister 
through the chief secretary. In reality, however, the sector secretary deals directly with his 
minister keeping the chief secretary informed of major decisions. Reporting to each 
secretary are the respective department heads, accounting officers and 'discipline'28 
specialists. 

The Chief Secretary himself heads four divisions: 
a) Planning and Monitoring 
b) Finance 
c) Personnel Management 
d) Internal Audit 

In addition, the Provincial Engineering and Construction Agency, which carries out plan
ning, design and tendering for most provincial physical works, reports to him as well as 
the Divisional Secretaries of the Pradeshiya Sabhas. 

The Planning and Monitoring Division essentially performs economic development
planning. It is organized such that it has linkages with: 
" Central Cabinet Ministers from whom Provincial Ministers receive policy directives,
" Provincial Ministers end Sector Secretaries, 
" Divisional Secretaries of the Pradeshiya Sabhas. 

Thus, as a result of devolution, it is the Planning Division of the Provincial Councils that 
will be primarily responsible for economic development planning and plan implementation
in the region. While the provincial planners will have to take into account aspects of the 
national plan which impact on their region, their major functions will be the development
of a provincial plan which is primarily based on the development plans of each Pradeshiya
Sabha. At present these plans are being developed on a four-year timeframe. Moreover,
due to the lack of skilled economic planners, the Planning Divisions are currently
dependent either on staff from the Ministry of Policy Planning and Implementation, or local 
consultants specifically engaged for various planning tasks. 

b. Pradeshiya Sabhas: At the Pradeshiya Sabha level, the key official 
is the Divisional Secretary or Assistant Government Agent (AGA) since the Pradeshiya
Sabha covers the same area as the former AGA divisions. In additional to performing the 
traditional regulatory functions which have been devolved, the Pradeshiya Sabha is the 
key organizational unit for the coordination and implementation of Government programs 

28DIscipline Is used here Inthe sense of professional dlscipline. 



60 

and services. In general, the following types of officers are attached to the Pradeshiya
Sabha: 

Division Officers attached to the Pradeshiya Sabhas 
(bbagamuwa 

1. Community Development Officer 
2. Agricultural Advisor 
3. Divisional Officers 
4. Coconut Development Officers 
5. Minor Export Crops Developmt Officers 
6. Agriculture Managers 
7. Fresh Water Fish Inspector 
8. Divisional Agricultural Officer 
9. Regional Subject Matter Officers 

10. Adult Education Officer 
11. Area Forest Officers 
12. Public Health Officer 
13. Family Health Nurse 
14. Education Officer 
15. Veterinarian Officer 
16. Livestock Advisor 
17. Livestock Development Officer 
18. Technical Officer (Civil) 
19. Technical Officer (Electrical) 
20. Technical Officers 
21. Irrigation Engineer 
22. Technical Officer 
23. Cooperative Development Officer 

P.S., Kurunegala) 

1 Department of Local Government 
5 Department of Agriculture 
5 Department of Agrarian Services 
3 Coconut Development Board 
1 Minor Export Crops Developmt Bd. 
I Agriculture Development Authority
1 Department of Fisheries 
1 Department of Agriculture
3 Department of Agriculture 
1 Department of Education 

11 Wildlife Conservation Department 
5 Department of Health 

13 Department of Health 
2 Department of Education 
1 Veterinary Department 
I Veterinary Department 
1 Veterinary Department 
4 Provincial Council 
I Provincial Council 
3 Department of Agrarian Services 
1 Department of Irrigation
9 Department of Irrigation 
1 Dep rtment of Cooperatives 

75 

It can be seen from the foregoing that the Pradeshiya Sabha includes a very large
number of officers often performing overlapping functions. The Ibbagamuwa Pradeshiya
Sabha in Kurunegala Province performed some 23 functions, five of which were overlapping, through 75 officers. Since the Pradeshiya Sabha is the level at which program
implementation and service delivery occur, it seems that substantial consolidation and
rationalization of staff functions could improve the operational efficiency of the Divisional 
Secretary's office. 

Improved efficiency takes on added importance when itis seen that, nationally, b6low the
Provincial level there are 257 Pradeshiya Sabhas. While administrative branches of the
Provinces still exist at the District level, of which there are 24, this still means that on 
average over ten Pradeshiya Sabhas report to each District, and more directly, 32 report
to each Province. Moreover, in order to bring government services even closer to the
people, each Pradeshiya Sabha is divided into Grama Sevaka divisions. These divisions,
of which there were 116 inthe Ibbagamuwa Pradeshiya Sabha, are usually based in existing villages of some 250 families. The Grama Sevaka officer, who lives in the village, 
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performs basic administrative and development functions and reports to the Pradeshiya 
Sabha Division Secretary. 

The foregoing has concentrated on the two tier organization of Provinces and Pradeshiya
Sabhas because the principal ties in the administration of Provincial Government exist 
between these two units. The links between the Provincial Councils and Urban Local 
Authorities are still being forged. Traditionally, ULAs in Sri Lanka have had strong,
somewhat autonomous organizations reporting directly to the Commissioner of Local 
Government. Understandably, with the advent of the Provincial Councils, many ULAs felt 
their revenue base ifnot their functions would be eroded. 

Inmany cases, this created a series of problems between aggressive Provincial Councils,
who at times took over the premises of local councils,2 and ULAs struggling to maintain 
their authority. However, once itwas clarified that Provincial Councils could not usurp the 
revenue base nor the functions of ULAs in ULA areas, the respective organizations have 
begin to cooperate more closely. This is imperative since, beginning in 1990, ULAs will 
be receiving their revenue grants through the Provincial Councils. 

c. Urban Program Unit Phase IV: In order to support the institutional 
development of the Provincial Councils vis-a-vis the local authorities and the Pradeshiya
Sabhas, Government has decided to continue the IDA financed technical assistance 
provided through the Urban Program Unit into a fourth phase. The technical assistance 
has several objectives, the principal of which will be to: 
" Assess the existing capacity of the ULAs and Pradeshiya Sabhas to implement devolved

functions and determine technical assistance and training required to meet the devolved 
responsibilities.

" Integrate the development functions of the ULAs and Pradeshiya Sabhas with those of 
the Provincial Councils. 

A portion of the work to achieve these objectives will be the design of a format for the 
preparation of strategic development plans for local authority areas which will combine 
both economic and physical aspects. While many local authorities have physical land use
plans developed by the UDA, outside of the capital budget, they do not have economic 
development plans. Conversely, it was seen above that the Provincial Councils are
developing comprehensive economic development plans but have thus far given no 
consideration to the spatial aspects of these plans. Thus, an issue for the MPPI and the 
UDA would seem to be assistance to the Provincial Councils in the formulation of 
integrated economic and physical development plans. It is understood that an Urban 
Development Cell has been established inthe MPPI to investigate this issue in the context 
of formulating an urban development policy. 

NAccordlng to officials Inthe UPA, the Southem PC took over the premises of the Golle M.C. 



62 

It might be added here that in order to more effectively assist Provincial Councils, ULAs 
and Pradeshiya Sabhas to achieve the foregoing objectives, the UPU itself will be 
decentralized with some three to four officers assigned to each Province. 

. F'nance 
a. Provincial: As mentioned in Section I.D., the Provincial Councils obtain

their funds from three sources: the central budget, own sources and commercial 
borrowing. Since the Provinces are assuming the responsibility for all devolved functions,
their major source of funds will be from the central budget. Table 2.7 shows the 
breakdown of the allocation of funds to the eight Provincial Councils for fiscaf year 1990. 

Of the Rs.13.3 billion being allocated to the Councils, the nearly Rs.10.0 billion in Block 
Grants is by far the largest portion. Criteria Based Capital at Rs.1.0 billion differs from
Public Investment Plan (PIP) capital, Rs.928 million, in that the former is a percentage of 
receipts in the previous year and can be used at the discretion of the Provincial Council,
while the latter is designated for certain services of which education is the largest at 
Rs.566 million. 

The breakdown of the Block Grants in Table 2.8 illustrates the funding profile of the 
devolved functions for which the Provincial Councils are responsible. Social services are 
receiving the largest share with education and health services coming next. The Table 
also reveals that the North East Province has been allotted the most at more than Rs.2.2 
billion while the Uva Province allocation is less than one-third of that amount. 

Based on documentation from Kurunegala Province, the Provinces are presently in the 
process of submitting budget Fiocations for Provincial Sector Ministries to the Provincial 
Council for approval. Since breakdowns of budget proposals for each Sector Ministry 
were obtained in Kurunegala, itwas interesting to note that the budget line items for each 
Sector Ministry were set against expected outputs for the year. Although it is unknown 
whether this is being done in other Provinces, this form of 'performance budgeting' is 
definitely an improvement over line item budgeting in that expected outputs per budget
item can be monitored. 



TABLE 2-7 
DRAFT ESTIMATES 1990

ALLOCATION OF FUNDS TO PROVINCIAL COUNCILS 
Province Recurrent 

Establishment 
Block Grants Criterla-oased 

Capital 
Capital PIP Rehabilitation & 

Reconstr,Lion 
I.R.D.P. Total$ 

Western 47,182,000 1,891,187.700 211,530,000 132.253,000 5.500,000 60,000,000 2,347,652,700 
Central 41,648,000 1,253,631,000 137,960,000 121,240,000 5,300,000 53,000.000 1.612,779,000 
Southern 40,873,000 1,181,942,800 147,740,000 114,732,000 29,500,000 58,000,000 1,572,787,800 
North-East 44,731,000 2,212,592,000 146,530,000 113,448,000 665,006,000 4,000,000 3,186,307,000 
North-Western 39,812,000 1,195,833,900 118,160,000 117,443,000 7,700,000 12,000,000 1,490,948,900 
North Central 37,401,000 735,757,500 62,770,000 107.413,000 25,800,000 500.000 969,641,500 
Uva 37,624,000 568,162,000 65,810,000 114,315,000 5.800,000 68,000,000 859.711,000 
Sabaragamuwa 38,490,000 957,578,100 109,500,000 107,151,000 8,500,000 55,000,000 1,276,219,100 

TOTALS 327,761,000 9,996,685,000_ 1,000,000,000 927,995,000 753.106,000 310,500,000 13,316,047,000 
Source: Government of Sri Lanka Budget, 1990. 
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b. Urban Local Authorities: With devolution, the local authorities will have to 
cope with two major changes to their revenues. In the first place, they will be receiving 
Government revenue grants from the Provincial Councils rather than directly from the 
former Department of Local Government. Secondly, most ULAs are aware of the fact that 
they will have to turn over electricity rates and maintenance to LECO/CEB in the near 
future and, subsequently, water distribution and maintenance to the NWSDB. 

Revenue Grants have been a major source of funds to the ULAs accounting for 23 
percent of total revenue in 1985 and 31 percent in 1988. The ULAs have therefore been 
concerned that these grants would continue under the Provincial Councils. They have 
been assured by the Ministry of State for Provincial Councils, which has taken over most 
of the functions of the former Commissioner of Local Government, that these Revenue 
Grants will continue as designated funds for local councils in the province. Further, in a 
similar fashion to operations prior to devolution, 75 percent of revenue grants will be 
received outright and 25 percent will be subject to the UPU point system. As mentioned 
in Chapter I, however, the loss of electricity and meter revenue combined with limited 
government resources should force ULAs to exert greater effort in the assessment and 
collection of property taxes and fees if previous levels of expenditure are to be 
maintained. The decentralization of the UPU to the ULA should assist them in this effort. 

With respect to electricity and water revenue, itwas seen in Chapter I that between 1986 
and 1987, electricity expenditure increased faster than revenue for all ULAs. It seems, 
however, that in some ULAs where security is less of a problem, i.e., less lighting at night 
is required, substantial profit is made by ULAs from the sale of electricity. In 1985, 
electricity sales accounted for 43 percent of ULA revenue versus 41 percent in 1988.30 
In addition, skilled staff exist in most ULAs to install and maintain electrical connections. 
However, up to now, in local councils where electricity has been taken over by LECO, 
many local employees have not been retained. Moreover, for the distribution system 
usually owned in large part by local authorities, they have been offered stock in LECO, 
which is still an untried enterprise, rather than much needed cash. Although most ULAs 
have therefore resisted the takeover of electricity by LECO or CEB, foreign donors, mainly 
the ADB, have made this a loan condition such that LECO and CEB can become 
financially self-sustaining enterprises. 

The importance of electricity to ULAs on both the revenue and expenditure side can be 
seen from the 1990 projected revenue and estimated expenditure for the Kurunegala 
Municipal Council (see Annex 3 for details). Revenue from the sale of electricity is 41 
percent of total revenue while expenditure is 47 percent. The Municipal Council budget 
also reveals that only 5 percent of revenue is projected from consolidated rates or 
property tax versus 19 percent from government grants. While the loss of electricity 
revenue and expenditure should result in a net increase of some Rs.2.5 million to the 
Kurunegala M.C., only Rs.2.4 million, or 5.7 percent of total expenditure, is estimated for 
capital expenditure in 1990. This is due to a general request from Central Government to 

3°This can be compared to water revenue of 4 percent of ULA revenue from 1985 to 1988. 
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limit capital expenditure. Thus, it seems increased capital expenditure in ULAs will be 
entirely dependent on increases in local revenue. 

c. Local Loans and Deveopment Fund (.LDF): The LLDF was created 
in 1916 as a Central Government vehicle for providing loan financing to local authorities.S...for the purpose of any work of public utility which such authority may be authorized by 
law to undertake.' 31 Although the legislation has been anended seven times since 1916,
by the late 1980s, the LLDF was practically defunct due to: bad loans, heavy arrears, low 
level of Government funding, staff deficiencies and a policy that only revenue generating
projects would be eligible for financing. In 1988, under a policy of strengthening local 
governments, the Ministry of Local Government, Housing and Construction undertook to 
restructure and reorganize the LLDF. Although loan funds were to have been increased 
and the professional staff expanded, the LLDF is still not fully functional. It has a skeleton 
staff which is based in the Ministry of State for Provincial Councils and its authorized 
capital base remained at Rs.10 million. Further, lending is still restricted to revenue 
generating projects. 

Based on consultant reports written in 1988, however, the LLDF Board met in December,
1989 to consider whether to adopt the recommendations for restructuring and 
reorganization. Since the World Bank has agreed to support the LLDF with a US$25 
million loan, it is envisaged that the recommendations will be activated beginning in 1990. 
At the present time the LLDF borrows from the Ministry of Finance at 9.25 percent and 
lends to ULAs at 9.5 percent for 25 years, or 20 years in the case of water supply. Most 
loans have been made for market complexes' and local water supplies. Under the 
restructuring, loans can be made to Local Authorities for new construction, upgrading and 
equipment purchases and can be of either a revenue or non-revenue generating nature. 
The latter includes civil works equipment, solid waste equipment, roads, footpaths, street 
lighting and other social infrastructure. 

Since it was the understanding both of officials in the UPU and the Kurunegala M.C. that 
loans must be for revenue generating projects, lending for social irfrastructure is a major
departure from previous policy. Although such loans will be based on projected revenues 
of the local authority, they should be of significant assistance to most ULAs. In the 
Kurunegala M.C., for example, the major municipal requirements were a garbage truck, 
a septic tank emptier, central market drainage and a fire truck,3 all of which cannot be 
financed under current LL.DF procedures. It would seem, theretore, that if the LLDF is 
restructured as planned, it should be an effective vehicle for making both revenue 
generating and social infrastructure loans not only to local authorities but also to 
Pradeshiya Sabhas. 

31MLGHC, Guidelines for Executive Officials of the Restructured and Reorganized Local Loans and 

Develooment Fund, July 1988. 

321n 1987, of 9 loans, 8 were for market complexes and one was for a town hall. 

33Four shops were recently destroyed by fire since fire trucks had to come from Colombo, a two-three hour 
drive. 
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TABLE 2.8BLOCK GRANTS TO PROVINCIAL COUNCILS-1990 
Functlons/ 

Details 
Western Central Southern North-East North-West North 

Central 
UVA Sabara

gamuawa 
Policy Plannlng/Imple. 

Irrigation 

4,796,000 3,705,000 4,610,000 

-

3,787,000 

8,353,000 

3,688,000 1,914,000 

-

1,904,000 

-

2,818,0(0 

-
Land Commissioner 4,000,000 4,400,000 6,200,000 10,536,000 5,500,000 3,500,000 3,500,000 3,500,000 
Education 635,200,000 380,400,000 373,000,000 816,000,000 390,100,000 236,400,000 221,200,000 245,700,000 
Social Services 

Local Government 

Commsnr. Motor Traffic 

715,757,600 

210,057,000 

1,930,000 

514,408,600 

103,360,500 

332,800 

503,514,800 

61,261,50 

332,700 

1,026,488,700 

10.,385,300 

232,900 

503,503,800 

53,378,000 

366,000 

319,209,300 

25,194,000 

232,900 

162,444,000 

28,127,000 

&5,500 

463,967,000 

36,851,00 

266,200 
Highways 

Agriculture 

Export Agriculture 

Agrarian Services 

12,886,000 

9,100,000 

1000,000 

12,409,000 

14,374,000 

14,145,000 

2,500,000 

14,411,000 

9,858,000 

10,730,000 

1,375,000 

12,409,000 

12,652,000 

12,935,000 

-

11,408,000 

10,072,000 

11,480,000 

850,000 

13,410,000 

7,990,000 

6,965,000 

-

7,406,000 

8,087,000 

7,450,000 

425,000 

6,406,000 

6,661,000 

6,159,000 

850,000 

6,406,000 
Animal Husbandry 4,643,500 5,920,000 3,050,000 5,170,000 4,569,000 3,400,000 2,138,000 4,110,000 
Cooperative Deveiopmt. 14,126,600 10,850,000 

Health Services 230,911,000 169,490,000 

Ayurvedha 12,140,000 5,241,000 

Probation/Child Care 11,289,000 2,376,000 

Textiles/Rural Indus. 4,303,500 2,364,800 

Small Industries 3,088,000 2,649,000 

Rural Development 3,556,000 2,743,000 
TOTALS 1,891,187,700 1,253,631,000 

Source: Government of Sri Lanka Budget, 1990. 
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1,645,400 

727,000 

3,306,900 

2,212,592,000 

9,512,300 

170,718,000 

8,761,000 

2,233,000 

2,277,100 

2,835,000 

2,580,700 

1,195,83,900 

6,426,300 

103,319,000 

8,213,000 

2,377,000 

1,218,100 

160,000 

1,834,900 

735,757,500 

5,233,400 

99,201,000 

11,443,000 

2,539,000 

699,100 

439,000 

1,805,700 

578,162,000 

7,467,000 

157,724,000 

9,924,000 

1,045,000 

1,251,500 

1,605,000 

2,110,500 

97,578,100 
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3. Issues 
Given the importance of the new administrative structure to urban

development in Sri Lanka, several issues rise with respect to the impact of devolution 
on the provincial councils' and local authorities' capacity to plan and manage urban
growth. These issues can be grot iped into administrative, planning and finance aspects. 

a. Administrative: It can be seen from the foregoing that the major
linkages in the implementation of government programs are between the Provincial 
Councils and the Pradeshiya Sabhas. While the fact that 257 Pradeshiya Sabhas are
reporting to only eight Provincial Councils is an issue in itself from an administrative 
capacity perspective, a more crucial issue for urban development is the relationship of the
ULAs to the Provincial Councils. This relationship is critical since urban growth and urban
development will henceforth be viewed inthe provincial context. Although the relationship
between the Provincial Councils and the ULAs has become more cooperative, the
principal danger is that, in the interests of 'provincial development', the administrative 
capacity of the Provincial Councils will be concentrated on the Pradeshiya Sabhas to the
detriment of the ULAs.34 Thus, without a spokesman at the center such as the former
Commissioner of Local Government, many ULAs could be left on their own to deal with
growing urban problems. While Phase IVof the UPU will address this issue, itremains to
be seen whether the Ministry of State for Provincial Councils will also become an 
advocate for ULA staffing and funding. 

b. Planning: Another issue basic to the capacity of Provincial Councils
and local authorities to plan and manage urban growth is the approach to planning as
well as the planning capacity that exists at both levels. It was seen that, at the provincial
level, the approach is primarily economic development planning, and, at least in the
Provincial Council visited, the capacity is quite limited. On the other hand, at the level of
the ULA, development planning exists only in the selection of projects for the capital
budget, which is a small minority of total expenditure, while physical planning is
concentrated on static land use control plans. Thus, while there is an opportunity to
effectively plan and manage urban growth since central development administration is 
being devolved to the field, this opportunity will be lost if planners of the provincial level 
are not made aware of the spatial consequences of their investments and planners in the
ULAs continue to take a map oriented vs. a prograrn oriented approach. Although the
UDA has had contacts with several Provincial Councils and would assign planners to
Provincial administrations if requested, the UDA has yet to determine if their planning
powers conflict with those of the Provincial Councils. The UDA, therefore, feels that the
Provincial Councils have the prerogative to request physical/structural planning assistance 
as needed. Thus, it seems that up to now the UDA has not seized the opportunity to
integrate physical development planning with economic development planning such that
urbanization and urban growth can be guided at the Provincial level. 

34The foregoing has documented the huge administrative superstructure whiluh has been established to deal 
with provincial rural populations. 
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C. 	 FRnance: Financing urban development is the third crucial leg ingauging the impact decentralization will have on the capacity to manage urban growth.
Even ifadministrative and planning capacities were adequate, without sufficient funds,
urban problems would overwhelm provincial councils and local authorities. In viow of the
fact 	that property taxes, the main source of local revenue, accounted for only some 15 
percent of ULA revenue in 1988 and revenue grants at 31 pe.tnt of total revenue are
mainly used for recurrent costs, the major issue in tka financing of urban development
is the mobilization of funds to implement and maintain urban infrastructure and services. 
Since government has requested ULAs to iimit capital expenditure, an increase in revenuegrants through the Provincial Councils is highly unlikely. Thus, if the ULAs are to maintain 
expenditure commensurate with managing and controlling urban growth, local funding willhave to be mobilized on a hitherto unprecedented scale. This will entail not only an
increased effectiveness in the assessment of properties and the administration of the 
property tax, but also the initiation of various fleans by which to increase collections of
the BusinesS Tj"rnover Tax, especially on small businesses, without stifling small
enterprise. Both these are sophisticated exercises which will entail assistance from the. 

UPU. Another sourcr, of funds is a resuscitated LLDF. However, inorder to receive loans,
ULA cash flows w,,i have to be positive - he long run. In summary, under the new
administrative structure, ULAs will have to t6 ;-. definitive steps to build their own resource
and revenue base V they are tc finance local urban development as well as become 
centers of eco,"omic growth in the Provinces. 

D. 	 IMPACT OF URRPNIZATION 1N COLOMBO 
According to 1981 Census figures, the population of Colombo and its suburbs

(including Dehiwela-Mt. Lavinia, Moratuwa and Kotte) was about nine times greater than
Jaffna, Sri Lanka's next largest urban center. Although population grew at a relatively slowrate between 1971 and 1981, the City and its suburban local authorities added over 80
thousand new inhabitants. Even if Colombo continues to grow at previously low levels,
its population will increase to more than "1.3 million by the year 2000. This section 
summarizes the major impacts of these urbanization trends on Greater Colombo and 
attempts to identify issues related to its capacity to plan and manage future growth. 

Impacts of Past Urbanization 

1. 	 Economic Spatial Concentration: 
The pr"macy of Colombo in the hierarchy of Sri Lanka's urban centers has

been established since colonial times. By 1981, the vast majority of all secondary and
tertiary economic activity was located in the Western Province, of wh;ch Colombo is the
capital. In addition, 56 percent of finance, businesses and real estate employment; 51 
percent of transportation employment; 50 percent of manufacturing employment; 46
percent of employment in utilities; 42 percent of wholesale and retail employment; and,
40 percent of social and other service employment was centered inthe Western Province 
in 1981 (see Table 1.7). 
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The economic dominance of the Western Province, and particularly the Greater Colombo 
area, is further highlighted by examining the distribution of industrial employment and 
output in 1983. During that year, 36 percent of all industrial employment and 65 percent
of industrial output was associated with the Western Province, and with the Districts of 
Colombo and Gampaha in particular. Finally, most of Sri Lanka's formal sector and large
scale industry, including the two GCEC EPZs, is located in the Greater Colombo area. 

Aglomeration economies, including the presence of Government offices, largely account 
for the dominance of Greater Colombo. One study notes that between 1971 and 1981,
57 percent of the increase in manufacturing employment in Sri Lanka occurred in the 
Colombo district, which consequently increased its share of ,otal manufacturing
employment from 31 percent in 1971 to 42 percent in 1981. 35 The study goes on to 
hypothesize that Colombo has maintained its economic primacy due to the concentration 
of industries and the existing network of physical and social infrastructure. There is every 
reason to believe that Colombo will maintain this primacy position into the foreseeable 
future. 

2. Increasing Land Values and Conversion of Peripheral Lands: 
Section I.F.3 noted the dramatic increase in land values in Colombo and 

its suburban local authorities between 1976 and 1989. Interms of real annual growth, land 
values in the City of Colombo increased at a rate of 15.5 percent during the period. Due 
to the scarcity of buildable land (26 percent of all land in the City of Colombo is marshy
and subject to flooding), development pressure was exerted on the undeveloped land of 
surrounding local authorities. Thus, land value inthese areas also increased substantially,
growing at a real annual rate of approximately 13 percent between 1978 and 1987. 

The growth of Colombo's peripheral local authorities took place primarily as the result of 
the conversion of agricultural land to residential and other uses. The development of the 
new government center in Kotte spurred growth along the eastern axis radiating from the 
City of Colombo. Land values in the Kotte area alone grew at annual rates of 20-30 
percent between 1978 and 1987. If the uncontrolled development trends of the past 10-15 
years continue, future growth in the Greater Colombo area will lead to the unnecessary 
loss of valuable agricultural land. 

35See Pasanayagam Y., "Industrial Structure. Chanae and Satial Distribution of Manufacturing EmDlovment
InSri Lanka,' University of Colombo, Review No.7, 1987. 
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3. Growth of Slurn and Shan Areas:
 
Over the past decade, the price of land and formal shelter solutionsescalated beyond the paying capacity of most of Colombo's middle- and lower-incomefamilies. This price escalation exacerbated an already serious slum and shanty problemin the Greater Colombo area. Of the almost 39,000 substandard housing units countedin urban areas by the 1981 Census, more than 20,000 were located in Colombo. Thisindicates that more than 120,000 persons, or 21.5 percent of Colombo's total population,

live 	in shanty conditions. 

4. 	 Spatial Accessibility to Local Land Markets:
As a result of the dramatic increase in land values between 1976 and1989, many middle- and lower-income households are currently excluded from purchasingwithin the City of Colombo. Poorer households, who in 1976 were able to afford aminimum plot of land in Colombo, or in one of the better located suburbs, are now forced

to live beyond the perimeter of the built-up area. 

5. 	 Traffic Congestion:
Traffic congestion has reached serious proportions in GreaterColombo. It has been estimated by the World Bank that traffic in the CMC grew at 10percent per year for the five years 1979-1984. The development of the port and airport,the new administrative center at Kotte and the export production zones at Katunayakeand Biyagama have not been matched by improvements in primary transportationnetworks. As a result, there are increased levels of congestion on all approaches to the

City center. 

Adding to increased traffic congestion caused by the continued siting of majordevelopment projects in the Greater Colombo area has been the dramatic increase intotal vehicular population. Between 1980 and 198Y, the total number of registered vehiclesin Colombo increased from 337,600 to 587,600, an increase of 75 percent. Most of thisincrease was in motorcycles, which increased by 190 percent. On the other hand, privatecars increased by 23 percent, while private buses increased by 300 percent from 5,750
in 1980 to 24,200 in 1987. 

6. 	 Environmental Degradation:

As mentioned previously, nearly 
 all the island's larger industrialcomplexes and about 80 percent of the medium and small industries are located in andaround Colombo. In many cases, these industrial activities have caused serious water,air and soil pollution problems. This problem is exacerbated by the siting of industrialactivities in close proximity to residential areas, many of which are located without any

buffer zones or open spaces to separate them. 

Although Sri Lanka's urban areas have not experienced the growth pressures of othersimilarly sized developing country cities, uncontrolled development has still occurredwithin Colombo and peripheral local authorities. This urban growth has significantly alteredprevious land use andpatterns has compounded an already deteriorating urban 
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environment with respect to increased waste water generation, increased flooding, 
uncontrolled land reclamation and increased air pollution. 

Development Framework for the Planning and Management of Colombo's Future Growth 
The 	Greater Colombo area will continue to play a primary role in the hierarchy of Sri
Lanka urban centers for the foreseeable future. Given anticipated growth for the next 5-1 
years, seven key elements of an overall development framework for Colombo and its
suburban local authorities have been identified. The adoption of this development
framework should ensure the successful planning and management of anticipated growth.
While only an outline of these elements is possible at this time, it does provide a basis for 
further discussion and additional analysis. The seven key elements of the proposed
development framework are as follows: 

(1) 	 Identify Area of Influence for Greater Colombo Area: Several disparate events of the 
past 10-15 years, when taken together, underscore the need for the identification 
and 	formalization of an area of influence for the Greater Colombo area that will
define the spatial frame of reference for future planning and programming. These 
events include: 
(a) 	Urban development pressure and accelerating conversion of agricultural land to 

residential, commercial and industrial uses in suburban local authorities; 
(b) Creation of two major Government development programs with jurisdiction over

large tracts of land--the New Capital Project Development Area in Kotte to the 
east of the CMC; and the GCEC area of authority immediately to the north of the 
CMC; 

(c) Proliferation of new development agencies with overlapping responsibility for 
various aspects of land development: 
i. Urban Development Authority
ii. National Housing Development Authority 
iii. National Water Supply and Drainage Board 
iv. Land Reclamation and Development Corporation. 

(2) 	 Establish data management and mapping system: for the adopted area of influence 
for Greater Colombo in order to provide the statistical base necessary to plan and 
program future urban development, i.e., population, housing quality and needs,
infrastructure coverage, household incomes, local authority financial resources and 
expenditures, etc. 

(3) 	 Examine the feasibility of establishing an area-wide planning commission: or body
to begin to coordinate and establish linkages among the various local authorities 
that comprise Greater Colombo in order to: 
(a) 	manage and guide future peripheral growth;
(b) effectively and efficiently allocate scarce financial resources; 
(c) coordinate development of new land areas that overlap local authority 

boundaries; 
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(c) coordinate development of new land areas that overlap local authority 
boundaries; 

(d) 	integrate and coordinate the development of primary trunk infrastructure and the 
siting of new industrial activities. 

The Urban Development Authority would have a principal role in any proposed area
wide planning body since it already has responsibility for planning and zoning at the 
local authority level. Discussions with CMC municipal officials indicate that the new 
Provincial Council for the Western Province could possibly play a planning 
coordination role among the various local authorities that comprise the Greater 
Colombo area. 

(4) 	 Prepare 5-10 year development or structure plan: for the adopted Greater Colombo 
area that would serve as the basis for decision-making regarding future develop
ment 'rhe proposed development or structure plan would be driven by projections 
of future population growth and the residential and non-residential land required to 
cater to this growth. The plan would identify priority areas within Greater Colombo 
subject to, or with the potential for, rapid growth. Specific, action-oriented area 
development plans would be prepared for these areas. These action plans would 
emphasize the planning and design of primary infrastructure networks required to 
serve these areas and the preparation of total cost packages arnd potential central, 
local and foreign funding sources. The adoption of a development or structure plan 
for the Greater Colombo area would assist the local authorities that still have not 
finalized their individual development plans. It would also allow the integration and 
coordination of these plans within the overall development strategy and objectives 
for the City. 

(5) 	 Support Government's Urban Management Program to strengthen the financial and 
administrative self-sufficiency of the local authorities: Special attention would be 
given to: (i)increased efficiency and effectiveness of property tax administration (i.e., 
assessment based on market value of annual rent); (ii) recovery of all costs 
associated with provision of public services; and (iii) an aggressive program to 
collect all arrears on property tax and service payments. 

(6) 	 Examine in more detail the legislation framework for land development: In order to 
alleviate existing constraints and/or bottlenecks related to definition of privately 
owned land, transfer and registration of title and public acquisition of land. 

(7) 	 Promote the participation of private land developers in the provision of serviced 
land: Private land developers, especially real estate brokers who specialize in small 
land subdivisions, currently have a poor reputation in Colombo. They are associated 
in public opinion with subdividing land without full consideration for providing all the 
necessary services. However, they are only partially to blame for this problem as the 
Government infrastructure agencies have not performed very well regarding the 
timely provision of trunk infrastructure, particularly water and storm drainage facil
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ities. To meet the accelerating demand for new residential and commercial/industrial
land, the local authorities have felt pressured to approve subdivisions where the ulti
mate provision of services is left to the individual plot-holder and the local authority,
not the private developer. This has obviously placed a severe strain on the existing
capacity of the local authorities when they are least able to make additional financial 
commitments. 

Within the context of the guidance and direction provided by an area-wide develop
ment or structural plan, Government infrastructure agencies must be encouraged
to plan, and in some instances install, major trunk infrastructure in advance of actual
development of an area. In this way, local authorities and private developers can 
combine forces to provide appropriate secondary and tertiary levels of public
services to cater to the City's various socioeconomic groups. 

Issues 
The primacy of Colombo and the magnitude of its urban problems serve to highlight an 
essential characteristic of the urban sector in Sri Lanka, i.e. its duality. While the difference
in urbanization and urban problems between Greater Colombo and outlying ULAs is
primarily one of scale, any assessment of the country's urban sector should take into 
account this basic duality. Although time and a lack of disaggregated socio-economic
data has not permitted an indepth analysis of the duality, the major issues of urbanization
in Colombo can be set out along the same lines as those in the previous section. In this 
manner, an idea of the duality can be obtained by comparing urban issues between 
Colombo and outlying ULAs along administrative, planning and financial lines. 

1. Administrative: 
Inthe creation of the provincial administration, itwas apparently decided not 

to create a separate governmental unit for the Greater Colombo area. Thus, Greater 
Colombo is still comprised of two municipal councils, five urban councils and nine town
councils, an obvious fragmentation of urban government to which another layer of
administration has been added, the Western Provincial Council. The lack of a Colombo 
metropolitan government has a significant impact on the coordination and implementation
of urban development. Although most of the primary infrastructure investment is
undertaken by line agencies, each local author;ty is responsible for development and
maintenance of secondary and tertiary networks as wal! Ss local sanitation and health 
services. These services can only deteriorate as the growth of Greater Colombo outstrips 
a fragmented administrative capacity. 

In addition, although the Western Province is the most highly urbanized province, it will
still have to serve the needs of its respective Pradeshiya Sabhas. Thus, as brought out
in the previous section, the issue of lack of a central administrative body or advocate in
the central government also applies to the ULAs in the Greater Colombo area. A related 
;-3pect of this same issue is the relationship between the Colombo Municipal Council and
the Western Provincial Council. Time did not permit the determination of their respective
responsibilities and to what extent the CMC will have autonomy in the formulation and 
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implementation of urban programs and in what respects it will have to report to theProvincial Council. However, as indicated earlier, if the Western Provincial Council canplay a planning coordination role among the various local authorities, this could be a step
towards the ultimate realization of a Greater Colombo administrative unit. 

2. Planning:
As mentioned above, the establishment of a definitive boundary for the

Greater Colombo area as well as an area-wide planning commission could substantially
ameliorate administrative and planning coordination problems in the metropolitan area.However, the same planning problems plague the local authorities in the Greater Colombo 
area as those in outlying areas, ;.e., the approach to planning as a land use controlmechanism rather than a dynamic, programmatic vehicle with which to guide urban
development. The need for a structural development plan is particularly evident in theWestern Province. It is here where the lack of attention to the spatial aspects of planning
are manifest. Thus, the issue of integrating economic and physical planning, which has 
more time to be resolved in rural provinces, becomes an imperative in the Western
Province where urban growth is rapidly becoming uncontrollable. The major issue,
therefore, is whether a 'dynamic' planning capacity exists either at the Municipal or
Provincial level to develop and implement such a plan. 

3. Fnancial: 
Given the increasing demand for urban services in the Colombo area, thefinancial requirements of the Metropolitan Colombo ULAs are even greater than those for

outlying ULAs. Thus, local resources should have been proportionately more developed
to meet these needs. This, however, has not been the case since local authorities in and
around Colombo continue to rely on ce.itral government revenue grants and, moresignificantly, investment by line agenci . It was seen in Section I.J. Other Donor
Activities, that this investment has been heavily financed by external donors thereby
creating a debt for the country as a whole. It is uncertain, however, if the central govern
ment will be willing to undertake additional debt in order to continue to finance urban
infrastructure in Colombo. This along with the limitation on future revenue grants, leads
to the same financial issue affecting outlying ULAs, i.e. the requirement to mobilize local 
resources. While assessment and taxing capabilities might be more sophisticated in
Colombo, the financial need is also greater. Thus, not only will the property tax, theB.T.T. and other local revenue sources have to be administered more effectively, but also
the line agencies will have to become more efficient in charging the full costs of public
services. 

E URBAN-RURAL UNKAGES 
This section attempts to set out the relationships between the urban and rural 

sectors with a view to describing how the urban sector interacts with larger social andeconomic trends- ond, perhaps more importantly for any urban development strategy,
how urban cente,. relate to rural areas. Although no full-scale study of urban-rural
linkages has been undertaken in Sri Lanka, there have been several smaller studies for
USAID on regional development in Sri Lanka (Berry, 1988) and urban-rural linkages as 
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instruments of rural development (Berry, 1989). This section therefore draws on the 
findings of these studies as well as others by Louis Berger (Sri Lanka Transport Sector 
Planning Study,1987) and Rondinelli (Market Town Analysis for Rural Economic Growth: 
Applied Methods and Techniques, 1988). 

1. Urban Linkages to the National Economy: The Primacy of Colombo 
Based on available data, Section 1.B, Urban Sector in Economic Development, 

summarized the urban sector's role in the economy, v*
 
" Some 73 percent of GDP is from non-agricultural production.
 
" Urban employment was approximately 1 million or 19 percent of total employment in
 

1985/86. 
" Over half of urban employment is in the services sector. 
" The Western Province accounted for over half the employment in: 

- finance, insurance, real estate--56 percent 
-- transport--51 percent 
-- manufacturing--50 percent 

With respect to the economic primacy of Colombo, it was seen in the previous section 
that: 
* 	36 percent of industrial employment and 65 percent of industrial output was associated 

with the Western Province, in particular with the districts of Colombo and Gampaha. 
* 	Between 1971 and 1981, 57 percent of the increase in manufacturing employment 

occurred in the Colombo district. 
* 	The Colombo district accounted for 42 percent of total manufacturing employment in 

1981. 

It is evident from the foregoing that Colombo has maintained its economic primacy due 
to agglomeration economies, including the presence of government departments. In 
addition, the existing network of physical infrastructure, primarily road and railway, has 
abetted this concentration. Maps 5 and 6 (Berger, 1987) of the Class A and B road 
system and railway system illustrate that, as in the pre-independence era, Colombo 
remains the hub of the transportation network. 
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MAP 6. 
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MAP 9. 
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MAP 10. 
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In an analysis of freight transport demand, the Louis Berger study derived a series of
interzonal flows of major commodities for the country as a whole. Equating transport 
zones to districts (with the exception of zone 1, which is the Colombo Municipal area 
within the Colombo district, zone 2), the study mapped interzonal flows for 17 commodity 
groups. The maps of the interzonal flows of tea, a major export product, petroleum
products and industrial inputs, as well as the overall interzonal freight flows are 
instructional as to Colombo's role as primary exporter and importer and, therefore, the 
center of freight flows (see Maps 7,8,9, and 10). Not only do flows of tea focus on 
Colombo, but also the flows of petroleum products and industrial inputs, many of which 
are imported and subsequently shipped up country. These, plus the flow charts of 14 
other commodity groups, predominantly center on Colombo, defining it as the core 
economic region. 

2. Urban Unkages to the Rural Sector: 
As mentioned in Chapter I,advances in agriculture are linked not only to the 

adoption of technological advances in the sector but also to increased employment
outside agriculture leading to increased demand for agriculture products. With respect to 
USAID Sri Lanka's strategy to increase incomes and employment, the development of 
urban linkages to the rural sector is therefore seen as a promising area in which to relate 
USAID's programs in agriculture and the private sector. 

Pursuant to this approach, a study on urban-rural linkages in Sri Lanka was carried out 
in early 1989 (Strengthened Urban-Rural Linkages as Instrument of Rural Development.
Berry, B., 1989). According to the study, concern for urban issues in rural development 
programs has mainly been restricted to ensuring that essential services are accessible to 
the farming population. Little work has been done on the numbers and types of services 
required by markets of different sizes and income levels. 

Since the study holds that programs to promote small-scale enterprise in local service 
centers must be based on an understanding of the demand for services in the target
region, it applies a simple urban hierarchy model to an irrigated settlement area in the 
Hambantota district. Based on the findings in this area and an application to the wider 
Mahaweli case, the study concludes that it takes five rural households to generate
sufficient direct and indirect expenditure flows to support two urban households; and, an 
average of 2.36 rural jobs is required to support one urban household. 

The study goes on to cite the activities of three different Regional Rural Development
Banks (RRDBs) as examples of urban-rural linkages not only through the provision of 
cultivation loans to farmers and project loans to sm""1 enterprises, but also through the 
development of intermediation agents who link pote, , . producers and the vendors who 
contract for their output. It concludes that: 

"Amuch better understanding of these linkages and of the ways small towns link into 
broader urban hierarchies is required ifproject interventions targeting the develop
ment of small enterprise or the transformation of traditional agriculture are to be put 
in proper perspective." (Berry, p.33) 
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It, therefore, calls for a full study to be undertaken on the structure of connections be
tween rural areas and urban regions: •....the actors and their intermediation activities, the 
structures that can be strengthened, and the gaps that need to be filled." (Berry, p.34) 

It is questionable, however, whether a full-scale urban-rural linkage study is necessary to 
formulate an urban investment program, which would assist in the development of local 
authorities from market, tading and agricultural service centers to centers of exchmnge,
employment and production. Given that both foreign and domestic investment funds are 
limited, a practical approach would be to locate investments in selected market towns that 
have growth potential and that serve a large population. 

One approach tc identifyii ig market towns with growth potential which has been applied 
successfully in several developing countries is that set out in Rondinelli's paper, Market 
Town Analysis for Rural Economic Growth: Al~pied Methods and Techniques. Since the 
approach emphasizes the importance of analyzing market towns in a regional context, it 
seems to be well suited not only to Sri Lanka's newly decentralized administrative 
structure but aiso to the Mission's regional development objectives. It also provides a 
practical framework within which to identify the key issues surrounding the discussion or 
urban-rural linkages in Sri Lanka and to identify the next steps in carrying out the 
exercise. It is, therefore, summarized here. 

The approach is based on the "Urban Functions in Rural Development" (UFRD)
methodology for analyzing market towns developed by AID in the 1970s and modified 
through field testing in the 1980s. The UFRD approach is based on research that shows 
that urban centers in the form of market towns, rural service centers and intermediate 
cities--and the services, facilities, infrastructure, and productive activities located within 
them--can and do play important roles in facilitating rural development. Towns and cities 
that act as agricultural markets, that provide basic social services and public facilities for 
rural people, and that are linked to each other and to their surrounding rural areas can 
serve as the physical base fcr rural and regional economic growth, 

UFRD, therefore, provides a technique to rapidly assess the spatial distribution of social 
and economic functions in market towns to address the following questions: 

1. What types of services, facilities, infrastructure and productive activities (urban 
functions) do market towns within a region now have? 

2. How accessible are these services and facilities to the people living in the surrounding 
region? 

3. 	Which areas in a region lack services, facilities and infrastructure that are important for 
agricultural development and employment generation? 

4. 	How can new investment needed for rural economic growth be distributed so that they
reduce geographical disparities by better serving the areas and groups of people that 
do not now have access to basic market functions? 
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The purpose of the analytical approach is to identify strategically located towns and cities 
that have sufficiently large population and volume of market trade to accommodate new 
investment efficiently and effectively. Another purpose is to identify the investments in 
economic services, facilities and infrastructure that will increase the access of rural 
population to market towns. 

The principal components of the approach are the following: 
1. 	Regional resource analysis. 
2. Analysis of the system of market towns. 
3. 	Analysis of the economic and physical linkages among market towns and between 

market towns and rural areas. 
4. 	Analytical mapping. 
5. Accessibility analysis. 
6. Analysis of "gaps" in urban functions. 
7. Formulation of market town development strategies.
8. 	Identification of investment projects and programs for market town development. 

The first three stages essentially provide the baseline information for the later analytical
and programmatic states. The following sections try to provide a sufficiently detailed 
overview of the approach, in addition to insights into available data in Sri Lanka, in order 
to determine how one could proceed to carry out a rapid assessment of urban-rural 
linkages in Sri Lanka. 

1. 	Regional Resource Analysis
This stage of the analysis provides baseline data and regional profiles to 

determine economic growth potential. The purposes of this initial phase are: 
a. To describe the strengths and weaknesses of the regional economy by assessing the 

types, charact,.ristics and distribution of human and physical resources; 
b. To compare the levels of development and the social, economic and physical 

resources of different localities within the region. 

Given Sri Lanka's current emphasis on the devolution of urban responsibilities to the 
provincial level and previous analyses of various socioeconomic indicators at that 
administrative level (Ernst and Samaranayake, 1988), the province could be the highest 
order spatial unit for the application of the approach. 

2. 	 Analysis of the Market Town System
This stage of the analysis: (a) identifies market towns by size and location;

(b) examines the types of services, facilities, infrastructure and productive activities 
presently located in them; (c) describes the hierarchy of market towns based on the 
number and type of market functions they offer, and (d)determines the spatial distribution 
of, and association among, functions within the region. 



85 

EXHIBIT 1 
MAJOR UNKAGES IN SPATIAL DEVELOPMENT 

TYPE j 	 ELEMENT 

Physical Unkages 	 Road Networks
 
River and Water Transport Networks
 
Railroad Networks
 
Ecoiogcal Interdependencies
 

Economic Unkages 	 Market Patterns. 
Raw Materials and Intermediate Goods Flows 
Capital Flows 
Production Unkages-Backward/Forward/LateraI 
Consumption and Shopping Patterns 
Income Flows 
Sectoral and Inter-regional Commodity Flows 
"Cross Unkages" 

Population Movement Migration-Temporary and Permanent 
Unkages Journey to Work 

Tecnnological Technology Interdependencies 
Unkages Irrigation Systems 

Telecommunications Systems 

Social Interaction 	 Visiting Patterns 
Unkages 	 Kinship Patterns
 

Rites, Rituals, and Religious Activities
 
Social Group Interaction
 

Service Delivery 	 Energy Flows and Networks 
Unkages 	 Credit and Financial Networks 

Education, Training, and Extension Unkages 
Health Service Delivery Systems 
Professional, Commercial, Technical Service Patterns 

Political, Administrative, and Structurdl Relationships 
Organizational Unkages Government Budgetary Flows 

Organizational Interdependence
Authority-Approval-Supervision Patterns 
Inter-jurisdictional Transaction Patterns 
Informal Political Decision Chains 
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3. 	Market Town Linkage Analysis
Linkage analysis describes the patterns of physical, economic, social andorganizational interactions among market towns as well as those between market townsand the rural areas surrounding them. Exhibit 1 lists the types of linkages that can beanalyzed within a region. Unkages are the means through which people who live in small or rural areas obtain access to services, facilities, infrastructure and productive activitieslocated in market towns. Two types of studies are most useful in providing a profile of

economic linkages within a region: 
a. 	Market place studies that attempt to trace the flow of goods into and out of market 

centers;
b. Transport origin and destination studies that show the flow of people and goods

among market towns and rural areas. 

In Sri 	Lanka, two types of origin and destination studies exist: 
a. Comparative Study on Migration. Urbanization and Development inthe ESCAP Region

(1971), United Nations, New York, 1980.
b. 	Sri Lanka Transport Sector Planning Study, Louis Berger, 1984. 

4. 	 Analytical Mapping
The information collected in stages 1-3 can be graphically illustrated onbase maps to determine the service areas of market towns in the region and the resultant 

linkage patterns. 

5. 	 Accessibility Analysis
Accessibility analysis provides a better idea of which areas are lackingimportant functions needed for rural development. Using the information from stages 1-3,it is possible to identify areas within a region (provinces and districts in the Sri Lankacase) where people have little or no physical access to town-based functions. This typeof 	analysis can help determine where linkages are weak or nonexistent, and whereimportant functions are missing that could facilitate economic growth. 

6. 	Functional Gap Analysis
Gap analysis provides information that can be used to identify the lack ofspecific services and/or productive activities in particular market towns or areas within a 

region. 

7. 	 Formulation of Spatial and Sectoral Development Strategies
Information from the previous stages can be combined with other economic,social and physical studies to formulate investment strategies for promoting widespread

economic growth. Alternative strategies include: 
a. Strengthen existing functions in towns with growth potential that serve a 	 large

hinterland; 
b. Invest in new functions in existing towns; 
c. 	Strengthen existing linkages by upgrading roads or improving transportation lInks; 
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d. Create new linkages among market towns. 

8. Identfication of Sectoral Investment Projeds and Programs 
The last stage in the approach is the identification and integration of strategies 

for sectoral projects within investment programs for a range of areas and market towns 
within a region. Using the results of market town studies and sectoral analyses, the 
Government and/or the Mission can develop specific development programs for selected 
regions, based on its economic potential and comparative advantage. 

Based on experience in Nepal, an urban-rural linkage study using the foregoing approach 
could take at least 3-4 weeks for two persons. Given the importance of selecting potential
growth centers such that individual investments can effectively accelerate rural 
development and increase off-farm employment, the basic issue is whether a full-scale 
urban-rural linkage study is required. On the other hand, given present political 
considerations and the existing priorities of the Mission, it would seem that a set of 
selection criteria based on Government and USAID development oiectives can be 
defined such that a region or province could be selected for a partial application of the 
methodology. 
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Ill. 	 NEXT STEPS: POSSIBILITIES OF USAID INTERVENTION 
Based on the review of the urban sector in Chapter I and preliminary findings

in identifying key issues in Chapter 1,a checklist of possible areas for USAID intervention 
was left with the Mission at the end of Phase I of the Urban Assessment Study. In view 
of the fact that many of the issues have been brought into clearer focus in Phase IIof the 
Study, it is worthwhile to review the list at this time as to its continued applicability. 

A. 	 LAND 
Examine the feasibility of extending the agricultural land titling project to urban
 
areas.
 
Provide TA to review !egislative framework for constraints re title transfer, land
 
registration, and public sector land acquisition.
 

B. 	 INFRASTRUCTURE 
* 	 Consider use of present and/or future HG to finance on-site infrastructure in slum 

and shanty upgrading areas. 
* 	 Consider designing an HG sectoral loan to finance urban infrastructure, i.e., roads, 

drainage, footpaths, markets, etc., mainly in Urban and former Town Councils. 

C. 	 FINANCE 
* 	 Participate in restructured and reorganized LLDF both for revenue generating and 

social infrastructure loans. 
Support resuscitated LLDF with TA for restructuring, loan review, feasibility studies, 
loan monitoring, etc. 
Ascertain role for private sector in providing housing and home improvement 
credits to low-income urban families. 

D. 	 DEVELOPMENT PLANNING 
In Provincial 	Councils, ULAs and Pradeshiya Sabhas: 
--	 Provide TA to UDA, UPU and/or Provincial Councils on integration of 

economic development planning with physical plans at Pmvincial ULA and 
Pradeshiya Sabha levels. 

--	 Plans should focus on linking urban poor and small-scale informal enterprises 
with larger urban economy. 

* 	 In Greater Colombo, assist Government to: 
-- Define Greater Colombo area of influence for purposes of planning and pro

gramming. 
- Establish data management and mapping as statistical base for area of 

influence. 
-- Examine feasibility of establishing area-wide planning commission to 

coordinate and integrate growth of CMC and surrounding local authorities. 
--	 Promote participation of private developers in the provision of services to low

income families. 

• ,
l4 at.
"l~nI 
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* Nationally, monitor the formulation of an Urban Development Policy by the UrbanDevelopment Cell in the Ministry of Policy, Planning, and Implementation and 
provide support where necessary. 

It can be seen from the foregoing that possible areas of intervention are numerous. However, many of the areas are either too different from the urban sector, e.g., the agriculturalland titling project, or are presently being covered by other donor agencies, e.g., IDA
technical assistance to the UPU and follow up financing through the LLDF, and WorldBank 	and ADB funding of much of the primary urban infrastructure. 

One area, however, in which a small AID investment could have major influence on thedirection and operations of the urban sector is through assistance to the UrbanDevelopment Cell (UDC) in the MPPI. According to a draft work program for the UDC(see attached), which was established in July.1989, its two major objectives are:
1. 	 Formulation and implementation of an Urban Development Policy which will be

broadly consistent with the countryb medium term economic growth and long-term
development objectives. 

2. Coordinate and spearhead the implementation of urban development projects andprograms including World Bank and Asian Development Bank assisted urban 
sector projects. 

The work program goes on to list the five basic responsibilities assigned to the UDC: 
1. 	 Study and review the countryt on-going urban development activities with theultimate objective of evolving a comprehensive urban development policy.
2. Formulate medium- and long-term urban sector strategies and identify projects and programs to be implemented by the relevant agencies. 
3. 	 Coordinate urban-related development activities of all agencies and monitor their
 

performance.
 
4. 	 Coordinate implementation of donor funded projects, including projects to be

funded by the World Bank and the Asian Development Bank. 
5. 	 Appraise all capital expenditure projects and programs implemented by UDA withthe objective of satisfying the financial viability of projects and generating a net 

return on investment to UDA. 

As can be seen, the foregoing are formidable tasks. The UDC realizes this in that it hasset one year for completion of the first task--the formulation of an urban developmentpolicy. However, the UDC essentially does not have a staff in that it is composed of seniorgovernment officials with full-time responsibilities elsewhere, viz: 
" 
 The Chairman of the UDA, who is also the Chairman of the HDFC and Air Lanka;
* The Director of the Division of Industry and Construction in the National Planning

Department of the MPPI, who also acts as the Economic Advisor to the UDA; 
* 	 The Director General of the UDA; 
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* The Additional Director General/Director of Planning of the UDA; 
* An Economist assigned to the UDA who acts as the Secretary to the UDC. 

It is evident that the officials composing the UDC will not have the time to fulfill the respon
sibilities set out in the work program. This fact is recognized, in pait, in that the UDC has 
assigned the responsibility for formulating an urban development policy to the UDA. In 
discussions with the Additional Director of the UDA, however, there seems to have been 
no work carried out along these lines as yet. 

Inspite of the lack of staff, the UDC seems to be well positioned to have an overall coord
inating and guiding influence on activities in the urban sector as a whole. Based jointly in 
the MPPI/Ministry of Finance, it is not only composed of high government officials but 
also has a Steering Committee of Secretaries of urban related Ministries. 

Further, the UDC seems to have a substantive appreciation of the problems of the urban 
sector. The work program recognizes that there is a vacuum in the formulation and 
implementation of a definitive urban development policy and goes on to cite many of the 
issues raised in this study, e.g., the lack of an urban information base, the lack of 
coordination of urban deveiopment agencies, the lack of capacity in local authorities to 
plan and coordinate urban services, the need for a skills upgrading program in the UDA, 
the need for proper feasibility studies of urban development projects, and the require
ments for investment plans for "...selected regional towns which may eventually be devel
oped into Secondary Cities of industrial development." 

By capitalizing on this initiative by Government, USAID/Sri Lanka has an opportunity to 
intervene in the sector at the highest level. Through the provision of assistance in the 
formulation of an urban development policy, the Mission would be involved in the joint 
development of the framework for an urban sector HG loan with its concomitant policy 
agenda. Among other policy items, the latter could define private sector initiatives in the 
provision of urban services, including privatization of relevant agencies, as well as feasible 
linkages with the rural sector. 

Since the present work program of the UDC is extremely ambitious and the staff practi
cally non-existent, it is recommended--given Mission approval--that a short-term consult
ancy be contracted to work with the relevant officials of the UDC in scoping out a realistic 
work program, as well as the terms of reference for longer-term technical assistance. 
Even if long-term assistance were not possible, the short-term initiative would show the 
interest of the Mission in assisting Government to come to grips with a sector which, until 
recently, has been largely ignored in Sri Lanka. 
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ANNEX TABLE 1
 
SRI LANKA: RURAL AND URBAN FERTIUTY DIFFERENTIALS*
 

(Children 0-4 years of age per 1,000 women aged 15-49)
 
Year Urban Rural Urban %Rural 

1953 549 672 81.7 

1963 594 712 83.4 
1971 492 569 86.5 
1981 393 5,6 76.2 

*Ten percent sample of 1981 Census. Women aged 15-49 comprised 26% of both rural and urban 
populations. Death rates are less easily compared. 



ANNEX 2
 
MIUWON HOUSES PROGRAM
 
URBAN AND RURAL HOUSING
 

Options and Loans Package
 

A. Slum and Shanty Upgrading Package 
Purpose Upgrading, repairing or extending 

tenement, or additional space. 
an existing house, latrine, 

Requirements Applicant should own and occupy pr
need should be apparent. 

operty to be upgraded, and 

Loan Amounts 

Interest Rate 

Urban -- from Rs.4,000 - Rs.8,000 
Rural -- from Rs.5,000 - Rs.12,000 

Urban -- 3-6% depending on loan amount 

Rural -- 3-10% depending on loan amount 

Repayment Period 15 years for both urban and rural 

B. New House Package 
Purpose To construct a basic house (where water and facilities are 

provided, or house with facilities, or starter house where land is 
available. 

Requirements 	 Applicants should own land on which house is to be constructed, 
should not own permanent house, and for urban houses, should 
be permanent resident of ULA. 

Loan Amounts 	 Lrban -- from Rs.8,000 - Rs.15,000 
Rural -- from Rs.5,000 - Rs.7,500 

Interest Rate 	 Urban -- 6-10% depending on loan amount 

Rural -- 3-6% depending on loan amount 

Repayment Period 	 15 years for both urban and rural. 

C. Utilities Package
 
Purpose To meet needs of services like water connections, latrines,
 

electricity connection, survey and registration of deeds,and/or 
other services. 

Requirements 	 Need should be apparent, and applicant should own and occupy 
property. 



Loan Amounts 	 Urban - from Rs.1,000 - Rs.5,000
 
Rural - from Rs.3,000 - Rs.12,000
 

Interest Rate 	 Urban - 3%
 
Rural - 3-10% depending on loan amount
 

Repayment Period 	 Urban - 5 years
 
Rural - 15 years
 

D. Sites and Services Package 
Purpose To acquire serviced plots, or plots with shelters, and/or common 

amenities. 

Requirements 	 Applicants should not own land or house of permanent nature, 
and for urban areas, should be permanent members of ULA. 

Loan Amounts 	 Urban -- Rs.4,000 - Rs.15,000 plus cost of land 
Rural - Rs.3,500 - Rs.16,000 plus cost of land 

Interest Rate 	 3-10% for both urban and rural, depending on loan amounts 

Repay",,ent Period 	 15 years for both urban and rural 

Source: NHDA "Implementation Guidelines to the MHP" 



ANNEX TABLE 2
 

POPULATION BY DISTRICTS*
 

District Census of Population Density (per sq.km) % Increase 

1971 1981 1971 1981 1971-1981 

Colombo 1,498,393 1,699,241 2,297 2,605 13.4 

Gampaha 1,173,872 1,390,862 839 994 18.5 

Kalutara 729,514 829,704 454 516 13.7 

Kandy 1,008,710 1,048,317 508 486 -4.4 

Matale 384,841 357,354 158 180 23.5 

Nuwara-Eliya 629,493 603,577 377 420 11. 

Galle 735,173 814,531 439 487 10.8 

Matara 586,443 643,786 470 516 9.8 

Hambantota 340,254 424,344 131 163 24.7 

Jaffna 696,664 830,552 336 401 19.2 

Mannar 74,125 106,235 37 53 43.3 

Vavuniya 60,212 95,428 23 36 58.5 

Mullaitivu 43,625 77,180 22 39 76.9 

Battlcaloa 256,721 330,333 104 134 28.7 

Amparal 272,605 388,970 60 86 42.7 

Trincomalee 188,245 255,948 72 98 36.0 

Kurunegala 1,025,633 1,211,801 215 254 18.2 

Puttalam 378,430 492,533 127 165 30.2 

Anuradhapura 388,770 587,929 55 82 51.2 

Polonnaruwa 163,653 261,563 48 77 59.8 

Badulla 615,405 640,952 218 277 4.2 

Moneragala 193,020 273,570 35 49 41.7 

Ratnapura 673,558 797,087 208 246 18.4 

Kegalle 642,538 684,944 387 412 6.6 

SRI LANKA 11,689,897 14,846,760 196 f 230 17.0:] 
Source: Department of Census and Statistics. 
*All figures according to present boundaries. 

cK\
 



II ANNEX 3 

MUNICIPAL COUNCIL, KURUNEGALA 

PROJECT REVENUE FOR THE YEAR 1990 

Consolidated Rates 2,460,000 

Entertainment Tax 1,320,000 
Ucense duties and taxes on trade 878,500 

Rent 2,434,600 

Service charges (recoverable services like water service 4,935,300 
connections 

Water supply charges 2,350,000 

Government Grant for recurrent charges (to meet partially, 8,134,800 
expenditure on emoluments) 

Others 2,634,300 

Subtotal J 25,147,500 

income from sale of electricity 17,400,000 

TOTAL I 42,547,500 

Municipal Accountant 12/12/1989 



MUNICIPAL COUNCIL, KURUNEGALA 
ESTIMATED EXPENDITURE FOR THE YEAR 1990 

RECURRENT EXPENDITURE 

General Administration 5,302,000 
Health Services 4,263,300 

Physical Planning (thoroughfares and buildings) 3,629,000 
Water supply scheme (distribution) 3,619,900 
Other utility services (markets, street lighting,etc.) 2,387,800 
Welfare services and amenities 1,007,100 

Subtotal 20,209,100 
Expenditure on electricity distribution 19,915,800 

(Recurrent Expenditure) Total 40,124,900 

Capital expenditure 2,412,200 

Total expenditure 42,537,100 

Anticipated surplus from operations/1990 10,400 

=_ 42,547,500 

Municipal Accountant 12/12/1989 



ANNEX TABLE 3
 
INDUSTRIAL ORIGIN OF THE GROSS DOMESTIC PRODUCT
 

AT CURRENT PRODUCER PRICES
 

Sector 

Agriculture, Forestry Fishing 

Mining and Quarrying 

Manufacturing 

Construction 

Electricity, Gas, Water 

Transport and Communication 

Wholesale, Retail Trade, Restaurants 
and Hotels 

Banking, Insurance, Real estate, etc. 

Ownership of Dwellings 

Government Services 

Private Services 

Total 

Add: Import Duties 

Total GDP 

1984 1 19851 196 

37,292.9 38,505.8 39,529.4 

1,209.2 1,226.3 1,669.9 

24,301.0 26,179.9 26,913.4 

11,306.0 11,939.0 13,197.4 

2,506.5 2,999.1 3,062.4 

15,621.2 17,429.4 19,660.9 

26,950.5 29,061.5 32,716.0 

6,120.7 6,455.9 7,743.4 

2,228.8 2,501.9 2,588.3 

8,236.9 9,243.6 11,124.2 

3,624.4 3,823.9 4,220.7 

139,398.1 149,366.3 162,426.0 

7,945.4 8,397.0 10,014.3 

147,343.51 157,763.3 172,440.3 

Source: Department of Census and Statistics. 

Note: Processing of Tea and Rubber Included under Agriculture, Forestry and Fishing earlier are 
now included under Manufacturing. 



ANNEX TABLE 4

LOCAL GOVERNMENT STATISI1CS-SERVICES PROVIDED FOR 1986 AND 1987
 

TYPE OF COUNCIL 

Municipal Urban District Development Total 
(Sub-Offices) 

1986 19871 1986 19871 1986 19871 1986 19871 

Vehiculr Road 1,405.1 00 2,282.1 00 58,936.1 00 62,093.3 00
(k.m.) 

Dispensaries3 09 09 22 22 229 229 260 260) 
Cemeteries3 12 12 39 39 562 562 613 613 
Pipe-borne water2 , 3 12 12 34 34 210 210 256 256 
Electrcfty3 4 12 12 39 39 391 391 442 442 
Conservancy3 12 12 39 39 301 301 352 352 
Parks/Playgrounds3 12 12 37 37 332 332 381 381 
UbraEes 3 12 12 39 39 584 584 635 635 

Source: Local Government Department.
 
1 Provisional.
 
2 Includes water pipes supplied by the Water Supply and Drainage Board.
 
3 Number of Councils and D.D.C. (Sub-Offices) providing the services.
 
4 Includes electricity supplied by the Electricity Board.
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ANNEX TABLE 5
 
REVENUE COI-LECION IN URBAN AREAS: 1988 (January-July)
 

Rs.mWUon)
 

:te : -Totl levenue
 
S' : -: 9aes Collected is:Amount :Perceatte:at ouat:Percetate: .1Percta¢te of
 

*Collected:- .Due OueD :Collected ' ocat Collectei
 
* . I I 

Nunicica 1iW . - ' .
 
.............. :
 

•.ra : -r:. !4.10 
4 Glle io 31.M: 34. : - 6.40 1 
3 sI zsO : 7.4.5;; st." 

i;a
 
5 [urueefsia 1.40 61.40: 17.50 15." 0 : .10:
 
i fiatil: M.o : ooo ii.io 4.6e :.00 : 
i Litnaiuri . 2. . 12..0 ' . 54.0; I.i0
 
i x:01 5.6* 45.30 : is.i.) : 57.50 ISM,

45.50
H SO.8:1.00 45.30 .5O
 

scitoecal 4.34 44.40 2s5;..: 41.m4 ii.l
 

Urbau C "ocil: 

;10Korati I:~ 44..444.401:.12.20 $0.00
.11[Otte 3.40 I .m0 5.14 11.54 i4.N0
 
112stethvxiit:m 1.2 4.50 lt.50
I . 4;(a( 


;15 Gis:u a2lI.0 L,;ai( 5i.40 


N; fiv4itittQ 0 if 5.10 41.io IZ.50 
1IEtet*=2 6.!0 12.10 1.6 11i; 14.3i 
1 1'1eh 6.40 4. .00 0.60N o.00 
71 acca-0ickeu: * 0.40 4.4 i.5 .30 S.O 
:1olba~ic4 1.40 11:.9o M.0 u1.1 3.0 
:1I iolifnociiz : .30 HA5.0 4.I0 41.8 NO 
:11 iand riveig 0.20 11.30 1.30 (.10: 1.40:N hoeutile 0.3 M1A.O 0.34 1i.0 .1il
 
:21 sohot 37.70 $).10 .
0.; 4.10 
;5 \ lttrt i.oG 4S.20 : ii. 41.44 i. 
:1; ".elitaza .30 I.; 3.60 3.i: 4.10 
:2 hE~bZet@o.05 Il.i: 2.16 li5.0 4.1i 
:71 Teelie : .0 0.00 0.00 : .o0 :.00. 
:Z3 Futtiti 1.40 21.30: 7.50: UL : 1.04 
:30 Ckilin 0.o 7.3O 10.70 ;LS 1.10 
.31Cs:uus 0.50: 101.4: 10.00 54.; 5,Z0 

.;I J&;it i.10 47.40 1.40 (0.60 23.30 
:5j vttsis 1.1: 31.3: 4.14 U/.10 :S.O 
:i4 i.lfivt.- I.t0 0.O 1.;0 41.4; 13.00 
;5i giouvwcA,'d .30 2.i 3.5 44 1.50.0 
:31 s!liqr 2.0 o :. 1 4.10 i.10 :.00 

; i;r,&l: 60 VI.5O 7.10 44.40 1.(0 
. Korsa ;.40: O.Co : : 1.o0 .. 40 

Ai jiVt,1-11 i.so O.04 : .14 : 4 0 ..

;ztie ~163.io N.3i (5.jo M;.
 

--------------------------- *
oc......o.o........o.....
 

St.iO 40.10 :2MAO4: 4s.42.
 

wm' i.002i. 

....... ... ... .. ..... . . ........................... ................................ ... .. ..
 

ott : 1.4 to ti ca.5tiviaUl foci&: Nertst. iL vis got vossible to colect
 
iczirvstiio rot all of thkurban coancii.
 

S'jurc!: nua sueolied by the Urbia Fretrazte Unit
 
El5ttLy of Local GoT!rAseot and ilvuliG
 

From: ADB, Urban Sector Profile, p.66
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ANNEX TABLE 6 
V W - 16 ..-A;V .. . ..T--.. .. - --.. .- ..=..------ . 6. . .L. . A . . .. '-i: o -T-CZZ 	 . . . ...........-


I.Division Nam Rate ---------------------------------------------------------
. ,.. 1 9 7 1 !: ,93 ! ,A ! A ,20 1 1 ! 2 o Z 1
 

I COLOMBO MC 0.42 , S62160;: 50221! 611312! 637477! 664762! 63215!
 

2 ,NEGCMiDO C ! 0.75 ! 57115! 61546! "320! 71465! 77009! 82983!'
 

* 3 	 !HANOy MC , 0.82 ! 
 936021 101566! 110208! 119585! 1,29760! 140801!
 

* 4 	 !JAFFNA MC ! 0.98 ! 107663!1 118691! 130849! 114252! 159028! 175318!
 
S'"-'CALLEM .0.... 7.. 8..2124! 927.45!;;
61;- 720;!; 7279! ..87273! " 560!
 

* 	 7 !MATALEM .C ! 0.31 ! 30704!! 31669! 32664! 33690! 34749! 35641!
 

!h'd3G,,LA9 ! 3.,658,- 36394!7! . .21.1! 44252!
40131! 


79 !ODIIWEA MT LAV ! 1.27 ! 30701! 175165! 199225! 2260! 
 2564724! 301!
 

------------------------------------- ;
 
4.-.. 0. C ...... .. .3663! 5 ..
......... ...... 1. 8.! .. ..3.' 
 .. ..
.. 51 97 60596! ... .3583! .. ...... !
---------------------------- ---------------------------------------------- !
 , 13
12 'RATU AAleMTi LA ! ! 32692! 30237! 40'126! 50312!9 'AA3f11AELi I 1.10 29116! I718'913' 23379'- Q45099 2V977!3.20 I1637!F 0S 25! I24! 

---------------------------------------------r- -----------------------------------------------

* 3'!0ALA UCOOAM.. , 3.10 0653!' 10768'---------	 9653! 11012! 13400! 10919! 

1 15 	 'HOLLONIJA--L ! 1.10 ! 37022! '1)"02! '6076, 51402! 7341-m-097':
 

I16 !HO1T "C ! 1.10 92062 302682! 1'552! 
 12795! I402569! 157051,
 

I 17 'MURATLAJA Hr.. ! 3.31 ! 96'489!1 109900! 125175! 1'42574! 16,2391! 30,963!
 

18 04VOORAICLA ,T ! 1.10 9'4037' '4503.! 5023!
----------	 5603' 6250! 6972!
17 !CIAMP/4IA tic ! 0.30 ! 10059!1 10679! 11)37! 12035!1 12776' 13563! !
 

20 !TNNCCMRALEE A0 ! 0 ! 117' 450! '02516! 603! 6330! 60708!!
 

* 	21 !3AELA p, I 1.10 I 21737! 214249! 27052! 30179! 33667! 37559!
 

!22' rALALIANELE uc ' 1.10 ! 4016!, 44162' 5000! 6222!
3602! 	 5578! .. . .
. .
 .
. . . . . . . . . . . . ..-------------------------------------------------------------------------! 
.23 !PELLYAGOOA Rc. . 0.19 ! 25035! 2551'' 26002' 26500' 27007! 2752'11! 

! 
2'I IATTON DICHOYAAC ' 0.'S ! 9122! 9029' 30591! 11312' 12297! 13)51 ! 

205 !MINUWtCOOA ,( ! 0.95 ! 5043! 64,22' 7050! 7757! 8526! 9371!
!
 

,

26 'AtfAODIIPUf A 41L 0.41 3'4036' 36190' 37005! '11027!' ! 	 393.3' 42740! 

1.17 '14ATnAL MA0OLE 41L! 3.06 * L10039! 20041! 22272! 2'47116! 2750', 30558!
 
293 'HAPUTALE L ! 0.12 ! 2404! 2"43! 2462! 2491 ! 2521 2551!
 

29 'tIJALAPLTYA pt ' 0.4')1 - 13515' 12731! 12373! 11039' 11328 10039!
 

30 'WAIrECAMit IC . 1.10 ' 3065! '4131! '009' 53614- 59q! 6675'
 

!
 
31 'C 'VtlLAUc ' 0.'10 ! 21599' 22170' .I3393! 214345' 25336! 26367!
 

!
32 'HActCnaa'4 " '.10.41 15625 1632! 1705! 1761' 1060, 19.43!
 

33 !HULIYAPITIYA t, ! 0.77 ! 5393!4 5822! 6286' 6707! 7328' 7912!
 
----------- -------------------------------------------------------------------------!
34 . I.. L Ltic ! 1.10 - 20'1231 1270! 25'418! 29356! 31634!_ERL 3511!
 

!
35 !1f44,RN lt ! 1.10 ! 7797. 0696! 9703! 1082 1! 12075! 13 70!
 

36 !HALUTARA Nct ! 0.96 ! 2870' j1630' 3801! 3629! 42127 46350!
 

37 'PAAOURA it ! .20 ! 27718! 31229! 35385! 39612! 4'46614! 50322!
 

.38 _ '.'kVJ_ A u, 3.10 ! 15639! 19462! 24220!
1 174,,! 21711' 27020!
 

!

.39 !CIIILA4JMC ! 1.10 ! 17603! 196303! 21908! 244/10! 27265! 30'41!
 

!
'40 'PUTTALAM i - ! 1.10 ! 17992! 20060' 22379! 24966! 27852! 31071'
 

!
41 '-MrARA (it ! 0.69 ! 36641 , 392'19! 42042! 45031! 48239! 51672!
 

-42 !WELICAn4 14 ! 0.6'1 ! 1680! 17917! 1?480! 21179 23026! 25034;
 

'43 !HECALLE ICC ! 1.21 ! 13262! 1'1956! 1667! 19022! 21'1531 2'lq!
 

!
'44'!TA'ALLE it ! 0.?11 ! 8746! : 9605! 105"7! 11591! 12716! 13963! 

5 livIJANTOTA uc. ! 1.20 I 6908! 1 7703! 769! 9679! 11130! 12510!
 

'6 'AiOALtG00A uc- ! 0.87 ! 14352! ' 15650' 17066! 13610! 20293! 22129!
 

'47 ClfWA,CHCHEUIa' 1.02 ! 1729! 19733! 21,40! 21172! 2675)! 29610!
 

--------------------------------- !
 
4611 !POLNI-PED4U ,,, . 0.76 ! t3739! 
 151416! 16697! W0'107' 202192' 22370! 

I
'39 !HULIYAPZTIYA m ! 0.77 ! 5393! 5022! 6-6! 6767! 732! 7912!
 

50 'MONAAGALA it ! 120 ! 1166! 1651! 360! 2095' 2360! 2658!
 

T 0 7 A L1960339! 2122123! 23003741! 24196967' 2714032! 29539119!
 
...........................................................................
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