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Introduction 

For too long, the poli t ical 
processes in Sri Lanka to 
resolve minority grievances 

have been preoccupied with the 
nature of the state (unitary, versus 
f e d e r a l ) , uni t of d e v o l u t i o n of 
political and administrative power 
(v i l l age , d is t r ic t , or p r o v i n c e ) , 
language, land, police, and other 
administrative issues. Very little 
d i scuss ions have taken p lace 
regarding the division of financial/ 
fiscal powers between the 'centre 
and the p e r i p h e r i e s . Al l the 
previous political processes have 
fai led on one po l i t i ca l a n d / o r 

administrative issue or the other. 
i 
i 

Even the e x t e r n a l l y - i m p o s e d 
provincial council system under the 
Thi r t een th A m e n d m e n t to the 
Constitution has not lived up to 
the expectat ion of the minori ty 
communities because of the lack of 
devolution of land, law and order, 
and fiscal powers. Though land, and 
law and order power devolution 
cont inues to be con tes ted , the 
matter of fiscal devolution has not 
a t t rac ted the a t t en t ion of the 
protagonists or the opponents of 
the Thirteenth Amendment thus 
far, So, this window of opportunity 
should be made use of to promote 
fiscal devolut ion as a s tepping 
stone towards a durable political 
solution to the grievances of the 
minorities, particularly the Tamils 
of the North and the East, of Sri 
Lanka, 

Therefore, this paper would analyse 
the current fiscal architecture in Sri 
Lanka and propose a devolved fiscal 
set-up that could possibly be a 
stepping stone towards a durable 
political and economic solution to 
the enduring ethnic conflict in Sri 
Lanka. 

Public Finance Dr.Muttukrishna Sarvananthan2 

Whilst the government revenue as 
a p e r c e n t a g e of G D P (gross 
domestic product) was just 15%, 
g o v e r n m e n t expend i tu re as a 
percentage of GDP was 25% in 2009. 
Therefore, the (national) budget 
deficit in 2009 was little over 10% 
of the G D P . Further , the total 
public debt as a share of the GDP 
was 86% in 2009 (Central Bank of 
Sri Lanka, 2009). Moreover, the 
total g o v e r n m e n t r evenue is 
inadequate to meet the recurrent 
expenditures of the government (it 
has been the case since 1989) or 
the annual servicing of the public 
debt. In other words, part of the 
recurrent expendi tu re and the 
entire capital expenditure of the 
government and a part of the public 
debt s e rv i c ing are paid for by 
borrowed money. 

In these precarious circumstances 
of the pub l ic f inance , it is 
impe ra t i ve to r a t iona l i se 
g o v e r n m e n t expend i tu r e and 
increase government revenue at the 
na t ional , p rov inc ia l , and local 
levels. The current government 
revenue as a proportion of the GDP 
in Sri Lanka (15%) is one of the 
lowest among the lower middle-
income count r ies . It has to be 
increased to at least 20%. Revenue 
mobilisation by the provincial and 
local government s is miniscule 
c o m p a r e d to the r evenue 
mob i l i s a t ion of the na t iona l 
g o v e r n m e n t (see the following 
section); therein lies the potential 
to increase public revenue through 
fiscal devolution. 

T w o - t h i r d s of the g o v e r n m e n t 
revenue accrues from consumption 
( ind i rec t ) t axes and jus t 20% 
accrues from income (direct) taxes 
( s ee Table 1). T h e o r e t i c a l l y , 
consumption taxes are regressive 
and income taxes are progressive, 
because the rates of consumption 
taxes are equal to all who purchase 
goods and services irrespective of 
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their income levels whereas the 
rates of income tax rise as the 
income of individuals or businesses 
rise (i.e., the amount of income tax 
is proportionate to the amount of 
income; higher the income, higher 
the income tax one pays - the 
principle of 'ability to pay"). . 

T h e r e f o r e , it is h igh t ime the 
government thinks out of the box 
to fix i ts f i scal de f ic i t by 
transforming the nature, content 
and extent of the fiscal architecture 
of the national government vis-a­
v is the p r o v i n c i a l and loca l 
governments. The Presidential Tax 
Commission in deliberations during 
2009-2010 could, hopefully, come 
up with some innovative ideas to 
na r row the g a p be tween 
g o v e r n m e n t r e v e n u e and 
expenditure and thereby practice 
fiscal prudence (in place of fiscal 
profligacy of the post-1977 period). 
If need be, a m e n d m e n t s to the 
present Const i tu t ion should be 
made , for which the necessary 
parliamentary majority is within 
the g rasp of the p resen t 
government. 

Provincial Finance 

The total provincial revenue (from 
all e igh t p r o v i n c e s ) has been 
between 3.5% (1999) and 4.3% 
(2004) of the total revenue of the 
national government during the 
1999-2004 period. Whilst the total 
provincial revenue as a percentage 
of the na t ional G D P has been 
constant at 0.6% during 1999-2004 
period, the total revenue of the 
na t iona l g o v e r n m e n t as a 
pe rcen tage of the G D P has 
consistently dropped from 17.7% in 
1999 to 15 .3% in 2004 
(Waidyasekera, 2005). 
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On the other hand, the 
total p rov inc i a l 
expenditure (by all eight 
p rov inces ) has been 
between 10.2% (1999) 
and 11.7% (2003) of the 
total expenditure of the 
nat ional g o v e r n m e n t 
during the 1999-2004 
per iod. In abso lu te 
amount, for example, 
whi le the total 
provincial expenditure 
in 2004 was L K R . 5 7 
bi l l ion, the total 
provincial revenue was 
LKR. 14 billion in 2004 
(Waidyasekera, 2005). 

Table 1: Composition of Government Revenue — 2009 

Source: 

In te rna t iona l ly , the 
s u b - n a t i o n a l 
government revenue as 
a pe rcen tage of the 
central g o v e r n m e n t 
revenue has been high 
as circa 50% in Brazil 
(in 1998) and India (in 
1999), moderate in Malaysia (15.4% 
in 1997) and Thailand (17.0% in 
2002), and low in Indonesia (3.2% 
in 1993), Ph i l ipp ines (2 .7% in 
1993), and Sri Lanka (4.3% in 2004) 
(Waidyasekera, 2005) . The sub-
national government expenditure 
as a pe rcen tage of the centra l 
government expenditure has been 
high as 88.7% in India (in 1999), 
moderate in Indonesia (13.7% in 
1993), Malaysia (12.4% in 1997), 
and Sri Lanka (11.7% in 2003), and 
low in Philippines (5.5% in 1993) 
and Tha i l and ( 6 . 0 % in 2 0 0 2 ) 
(Waidyasekera, 2005) The foregoing 
international comparison data is 
based on different y e a r s and 
therefore should be considered 
cautiously. 

Dur ing the pe r iod 2 0 0 0 - 2 0 0 4 , 
provincial revenue growth has been 
higher than the provincial GDP 
growth in all but the North-East 
and Uva provinces (Waidyasekera, 
2005) . For ins tance , the total 
revenue of the Nor th -Eas t 
Provincial Council in 2004 (LKR. 141 
million) was only 0.08% of the 
Provincial GDP of the combined 
North-East P rov ince in 2 0 0 4 
( L K R . 1 6 6 , 2 0 0 mi l l i on ) 
(Waidyasekera, 2005). 

LKR Million Percentage 

Taxes on Income (direct) 
Personal 28,229 
Corporate 66,751 
Tax on interest 44,578 

1,39,558 20 

Taxes on Expenditure & Production (indirect) 
VAT 1,71,510 
Sales Taxes 97,604 
Import duties 79,810 
License fees 3,269 
Stamp duty/Cess l evy /SRL/RIDL/ 81,190 
SCL/NBT & other 
Debit tax 8,036 
Port & Airport development Levy (PAL) 36,286 

4,77,704 67 

Profits, Dividends & Interest 41,025 6 

Gross Receipts of Trading Enterprises 
Railways 4,020 
Posts 4,546 

8,566 1 

Other Current Receipts 
National Lottery 1,542 
Other 42,986 

44,526 6 

TOTAL 7,11,379 100 

Hence, the Provincial Councils in 
Sri Lanka depend heavily on the 

Colombo 

t rans fe rs from the na t iona l 
government. For example, while the 
total provincial revenue from all 
e igh t p rov inces was L K R . 13.6 
billion, total transfers to all eight 
p r o v i n c e s by the na t iona l 
government amounted to LKR.38.5 
billion in 2004 (see Table 2). The 
Finance Commiss ion set up to 
assess the needs and disburse the 
f inanc ia l t ransfers f rom the 
na t iona l g o v e r n m e n t to the 
p rov inc i a l g o v e r n m e n t s has 
published only one Annual Report 
(2004) in the past twenty two years, 
w h i c h is an ind ica t ion of the 
lacklustre in the implementation of 
the Thirteenth Amendment to the 
Constitution. 

T h e r e is an a rgument that the 
second tier of government ( i . e . , 
p rovinc ia l council sy s t em) is a 
costly exercise with overlapping of 
functions and very little benefits to 
the p rov inces (Hewav i tha r ana , 
1997) J . It is true that in 2009, the 
Ministry of Local Government and 
Provincial Councils (LKR. 102 billion 
or USD.0.90 billion) was the fourth 
largest spending ministry after the 
Ministry of Finance (largely public 
debt repayment) (LKR.831 billion or 
U S D . 7.23 b i l l i o n ) , D e f e n c e 
(including Public Security and Law 
and Order) (LKR.2 12 bi l l ion or 

U S D . 1 . 8 5 b i l l i o n ) , and Publ ic 
Administration and Home Affairs 
( L K R . 106 b i l l ion or U S D . 0 . 9 3 
bill ion). 

However, it has to be noted that 
bulk of the expend i tu re of the 
Ministry of Local Government and 
Provincial Councils is for salaries 
and o the r c o n s u m p t i o n 
expenditures (76% in 2009) of the 
provincial public servants, who 
were transferred from the national 
public services to the provincial 
public services when the provincial 
counc i l s we re set up in 1988. 
Currently, out of the 1.3 million 
public servants (including semi-
gove rnmen t e m p l o y e e s ) , a lmost 
3 0 0 , 0 0 0 a re in the p rov inc i a l 
services. Thus, only a small number 
of new r e c r u i t m e n t w a s m a d e 
d i rec t ly to the p rov inc i a l 
administrative services since 1988. 
Further, there were hardly any new 
bui ld ings put up to house the 
provincial public administration in 
any province. Largely, the existing 
public buildings were used by the 
provincial councils or were hired 
from private property owners. 

Therefore, there was hardly any 
a d d i t i o n a l p u b l i c e x p e n d i t u r e 
incurred due to the setting up of 
the provincial councils. It was a 
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Table 2: Provincial Finances — 2004 

Share of Central Share of 
Provincial Government Provincia l 
Public Sector Grants to Revenue 2004 

Province Share of Employees 2002 Provincial (LKR million) 
Population 2004 Councils 2004 

(LKR million) 

Central 12.9 12.9 14.4 7.9 
(2,506,000) (39,762) (5,764) (1,073) 

North Central 5.9 7.8 9.1 2.6 
(1,145,000)' (24,143) (3,514) (356) 

North East 13.7 15.8 16.6 1.0 
(2,662,000) (48,643) (6,403) (141) 

North West 11.4 12.0 14.3 7.2 
(2,214,000) (36,949) (5,533) (977) 

Sabaragamuwa 9.4 8.8 10.7 4.6 
(1,840,000) (27,044) (4,140) (623) 

Southern 12.1 13.5 13.7 7.6 
(2,346,000) (41,628) (5,286) (1,028) 

Uva 6.3 7.3 9.3 2.3 
(1,223,000) (22,523) (3,596) (317) 

Western 28.4 21.9 11.0 66.8 
(5,526,000) (67,548) (4,236) (9,079) 

Sri Lanka 100.0 100.0 100.0 100.0 
(19,462,000) (308,240) (38,472) (13,594) 

Source: Waidyasekera (2005), Decentralization and Provincial Finance in Sri Lanka: 2004 An 
Update, pp7&30-31; Department of Census and Statistics, Census of Public Sector and Semi-
Government Sector Employment 2002, Colombo. 

mere transfer of public expenditure 
from the national to provincia l 
level. In other words, suppose the 
prov inc ia l counc i l s were to be 
abolished today, there would not be 
much sav ings on pub l i c 
expenditure because the provincial 
public se rvan t s have to be re­
absorbed into the national public 
services. 

Rationale for Fiscal Devolution 

Fiscal decentralisation has gained 
m o m e n t u m in cap i ta l i s t and 
c o m m u n i s t / s o c i a l i s t coun t r i e s 
(such as, China and Myanmar, for 
instance) and in unitary and federal 
States alike since the last quarter 
of the twentieth century. Country 
experiences have shown that fiscal 
decentralisation do enhance public 
goods and services delivery and 
poverty reduction (Ehtisharh and 
Brosio, 2009). However, designing 
of fiscal decentralisation should be 
country-specific (Fedelino and Ter-
Minassian, 2009). This author's 
case for fiscal devolution is not 
based on the dichotomy of unitary 
versus federal constitutional cum 
political models, but stems from 
the e v o l v i n g bus iness m o d e l 
globally towards subcontracting and 

outsourcing the production line and 
the supply chain (Sarvananthan, 
2 0 0 9 ) . H o w e v e r , not eve ryone 
agrees that administrative, political 
and fiscal decentralisation is the 
panacea for economic efficiency 
(see, for e.g. Hewavitharana, 1997). 

Publ ic a d m i n i s t r a t i o n is most 
effective when it is closer to the 
peop le , wh ich a p p l y to tax 
administration as well. Closer the 
revenue authorities to the people, 
h igher the r evenue co l l ec t ion . 
T h e r e f o r e , the p resen t Inland 
Revenue Department and Excise 
D e p a r t m e n t shou ld be 
decentralised. Thus, provincial and 
local inland revenue and excise 
departments should be set up to 
collect direct and indirect taxes 
effectively at the lowest possible 
publ ic admin i s t r a t i on unit. 
Information on local businesses 
and professions could be gathered 
more effectively by the local offices 
of the inland revenue and excise 
departments rather than by the 
centralised departments located in 
Colombo. 

The devolved government revenue 
raising departments should have 
app rop r i a t e i ncen t ive s and 

pena l t i e s for 
performance or 
lack thereof . 
Tha t is , the 
n a t i o n a l 
g o v e r n m e n t 
shou ld set 
annual target 
of revenue at 
each leve l of 
the d e v o l v e d 
uni t s of 

r e v e n u e 
m o b i l i s a t i o n . 
I n c e n t i v e 
p a y m e n t s 
should be paid 
to those units 
that overshoot 
the t a rge t . 
C o n v e r s e l y , 
p e n a l t i e s 
shou ld be 
i m p o s e d to 
those un i t s 
that fall short 
of the target . 
By this way , 
the na t iona l 
g o v e r n m e n t 

cou ld i n c e n t i v i s e the r evenue 
collection at the provincial and local 
levels with rewards and penalties. 

F i n a n c i n g the 
Reconstruction 

Post W a r 

Government's avowed strategy for 
the economic revival of the conflict 
r eg ion is focused on 
physical(dwellings, roads, bridges, 
etc.), economic (electricity, water, 
t e l e c o m m u n i c a t i o n s , r a i lways , 
e t c . ) , and social ( s c h o o l s , 
h o s p i t a l s , e tc . ) in f ras t ruc ture 
d e v e l o p m e n t , which are 
i n d i s p e n s a b l e . Howeve r , th is 
author has serious reservations 
about the proposed financing of 
such infrastructure projects. Given 
the very tight fiscal space of the 
government as noted above, I do not 
think the government has adequate 
r e sou rce s to f inance such 
in f ras t ruc tu re d e v e l o p m e n t , 
because they are costly. Moreover, 
in the context of global financial 
cr is is coup led with p r e c a r i o u s 
external political relations of the 
present government, it is unlikely 
that the government will be able to 
mobilise adequate concessionary 
finance from external donors (both 
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bi la tera l and m u l t i l a t e r a l } . 
Infrastructure development is not 
a one-off capital expenditure, It has 
a recurrent expenditure in terms of 
the ma in t enance cos t of such 
infrastructure for a long period of 
time. 

In this scenario, the best option 
left for the government is to attract 
private capital (both domestic and 
ove r seas ) for i n v e s t m e n t in 
infras t ructure in the former 
conflict-affected region and beyond 
under BOO (Build, Operate, and 
Own) or BOT (Build, Operate, and 
Transfe r ) m o d a l i t i e s . T h e 
government's attempt to re-build 
the rail line beyond Vavuniya up to 
Kankesanthura i (in the Jaffna 
peninsula) is laudable, because the 
northern rail line (legendary 'Yarl 
D e v i ' ) used to be the h ighes t 
revenue earner for the erstwhile 
Cey lon Gove rnmen t R a i l w a y s 
(CGR) prior to its termination in the 
mid-1980s as a result of the civil 
war. Bes ides , rail t r anspor t is 
cheaper than road, ocean or air 
transport due to lower fuel cost per 
passenger , and the absence of 
traffic congest ion and securi ty 

checkpoints. 

Howeve r , 1 do not th ink the 
government has sufficient financial 
r e sources to spend on this 
ambitious but worthwhile project. 
T h e g o v e r n m e n t is exp l i c i t l y 
appea l ing to the peop le for 
contr ibut ions , and Sri Lanka 's 
diplomatic missions abroad are 
o rgan i s i ng 'benef i t show ' to 
mobilise finance from the diaspora, 
which are highly unlikely to yield 
desired results. According to the 
Central Bank Annual Report (2008), 
the D e p a r t m e n t o f R a i l w a y s 
incurred operating loss of Rs.12.5 
million every single day during 2008 
(annual loss was LKR 4,553 billion 
or approximately USD 43 million). 
Our suggestion is that, whilst the 
government could invest its own 
money as well as borrow from foreign 
donor/s to re-build the rail tracks 
and stations (infrastructure), it 
should open up the passenger 
transport to private capital (both 
domestic and fore ign) . Tha t is, 
locomotives and rail cars/carriages 
could be invested, managed, and 
operated by the private sector. This 
kind of public-private partnership 

could be the best way to beat the 
fiscal c runch faced by the 
government. Although the national 
government could re-build the rail 
tracks and stations initially, the 
maintenance of the same should be 
h a n d e d - o v e r to the r e spec t i ve 
provincial governments. 

Similar public-private partnerships 
for infrastructure development in 
the former conflict- affected areas 
could be explored amidst shrinking 
fiscal space at the national level. 

Tax Reform Propositions 

Presently, income tax collection is 
based on self-assessment made by 
the payee (ei ther individual or 
corpora te en t i t y ) , which is not 
satisfactory. Instead income tax 
should be collected at source (PAYE 
- Pay As You Earn) as much as 
prac t ica l ly possible to improve 
compliance. 

Tax reforms in Sri Lanka should be 
based on streamlining and reducing 
the number of direct and indirect 
taxes payable by individuals and 
corpora t ions and rates of such 
taxes, and increasing the number 
of i n d i v i d u a l and c o r p o r a t e 
taxpayers. That is, widening the tax 
base is the need of the hour, rather 
than deepening the number of taxes 
and the i r r a t e s . Impos i t ion of 
i n c o m e tax on pub l ic sec tor 
employees and professionals is sine 
qua non for the widening of the tax 
base. Public sector employees in 
Sri Lanka are in an e n v i o u s 
p o s i t i o n , v i s - a - v i s most o the r 
countries, because their income is 
not subjected to PAYE tax. In India, 
for instance, the income of public 
sector employees (including armed 
forces personnel) is subjected to 
PAYE tax. Similarly, professionals, 
such as, doctors (who work privately 
as wel l in add i t i on to the i r 
g o v e r n m e n t j o b ) , l a w y e r s , 
accountants, and teachers, should 
be brought under the PAYE tax 
scheme. 

The foregoing propositions could be 
best achieved under a devolved 
t axa t ion sys t em w h e r e tax 
avoidance and evasion could be 
minimised by being closer to the 

people . Bribery and corrupt ion 
involved in tax evasion could also 
be minimised when the unit of 
surveillance is smaller and local. 
In post-war Sri Lanka, the national 
government should abdicate most 
of its functions and responsibilities 
to all nine provinces and local 
a u t h o r i t i e s , e x c e p t m o n e t a r y 
cur rency , defence , and foreign 
affairs. The national government's 
p r i m a r y funct ion shou ld be 
regulator of the provincial and local 
g o v e r n m e n t s unde r a unif ied 
country, such as imposing a cap on 
provincial budget deficit. In order 
to fulfil its func t ions and 
responsib i l i t ies , p rov inc ia l and 
local governments should be given 
f iscal a u t o n o m y . T h a t is , the 
provinces and local governments 
should be vested with the powers 
to raise and earn income and spend 
on public goods and services within 
the respective province and local 
authority (municipal, urban and 
vi l lage counci ls ) . Each province^ 
should impose and collect taxes; 
except import duty and excise duty 
and value added tax on imports. 
Hence, the national government's 
revenue should primarily accrue 
from du t i e s and t axes on 
internat ional trade. Businesses 
w i t h i n each p r o v i n c e should 
register with and pay taxes (both 
d i r ec t and i nd i r ec t ) to their 
respective provincial government. 
Both the public and private sector 
employees within each province 
should pay income tax to their 
respective provincial government. 
A t the s a m e t ime , na t ional 
government employees (such as the 
Central Bank staff, employees of 
the three armed forces, Ministry of 
F inance e m p l o y e e s , and semi-
government employees) should pay 
i n c o m e tax to the na t iona l 
g o v e r n m e n t . A p p r o p r i a t e 

mechanism could be devised to 
share the consumption (indirect) 
and income (direct) taxes earned by 
the p rov inc i a l and local 
g o v e r n m e n t s with the nat ional 
government- As a corollary, public 
utilities, such as, electricity, water, 
road and rail transport, etc., should 
be regionalised. 

By providing fiscal autonomy to the 
provincial and local governments, 
the national government could 
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promote compe t i t i on a m o n g 
provinces and local authorities to 
a t t ract bus ines se s and 
investments (both domestic and 
foreign). The fiscal space opened-
up (or envisaged) for the provinces 
and local au tho r i t i e s by the 
a fo r emen t ioned me thod would 
create an e n v i r o n m e n t for 

. . . i produc t ive compe t i t i on among 
provincial and local governments. 
The national government should do 
away with the nanny s ta te | it 
currently operates, vis-a-vis the 
provinces and local authorities,! by 
way of providing annual grants to 
the provinces and local authorities 
based on various criteria. Present 
financial transfers from the centre 
to the p r o v i n c e s are bare ly 
adequa te to pay for sa lar ies , 
pens ions , and recur ren t 
expenditures of the provinces. On 
the contrary, provinces should be 
encouraged to earn and spend their 
own money based on their priorities 
and decisions. 

The foregoing propositions;would 
require amendments to the present 
Cons t i tu t ion that could be 
incorpora ted in the upcoming 
overhaul of the Constitution by the 
present government. Alternatively, 
if there is no pol i t ica l or 
bureaucratic will to transfer fiscal 
powers to the provinces and local 
authorities, economic rationalism 
would suggest to abolish the second 
(provincia l counc i l s ) and third 
(munic ipa l , u rban , and vi l lage 
counc i l s ) t iers of gove rnmen t 
despite the fact that the savings in 
public expenditure would be only 
small. 

Conclus ion 

There is a lot of concern about the 
lop-sided economic growth and 
wealth concentration in Sri Lanka 
whereby the W e s t e r n Province 
(Colombo, Gampaha, and Kalutara 
districts) accounts for almost half 
of the nat ional Gross Domestic 
Product. There could be several 
causes for this concentration of 
economic output and/wealth in just 
one province out of (the total nine 
provinces in the country. The tax 
incidence or the source/s of tax 
revenue is one of the principal 
factors affecting income inequality 
among the popula t ion and the 
regional dispersion of economic 

growth and wealth. When a tax 
system overwhelmingly depends on 
consumption taxes, income will be 
concentrated in the hands of the 
wealthy individuals, institutions, 
and regions of the country. After 
1977, indirect or consumption tax 
as a proportion of the total tax 
revenue has increased at the same 
t ime d i rec t or income tax has 
d e c r e a s e d . Th i s is one of the 
pr imary causes of the skewed 
p roduc t ion and weal th a m o n g 
people and places in Sri Lanka. 
Moreover , the consumption tax 
revenue and savings of people from 
the provinces are transferred to the 
centre (part of Western Province) 
which promotes regional inequality. 
Therefore, giving freedom to the 
provinces to retain their respective 
c o n s u m p t i o n tax r evenue and 
s a v i n g s of the r e spec t i ve 
populat ions and increasing the 
proportion of the direct or income 
taxes in the total tax revenue would 
significantly disperse production, 
income, and wealth to the regions 
away from the Western Province. 
T h e r e f o r e , fiscal devo lu t ion is 
proposed for inclusive equitable 
g rowth a m o n g the d i f fe ren t 
provinces as well as a means of 
conflict resolution in Sri Lanka. 

A l t h o u g h the T h i r t e e n t h 
Amendment to the current 
Cons t i t u t i on has ves ted some 
powers of revenue mobilisation to 
the provinces, it falls short of an 
effective and efficient mechanism 
to make the provinces financially 
v i ab le and min imi se the i r 
d e p e n d e n c e on the na t iona l 
government. The tendency in the 
pas t twen ty two yea r s o f the 
operation of the provincial councils 
( 1 9 8 8 - 2 0 1 0 ) has been the 
monopolisation of taxation by the 
national government. 

The political establishment of Sri 
Lanka and the psyche of the masses 
at present appear to be incapable 
of undertaking radical changes to 
the polit ical and administrat ive 
a r ch i t ec tu r e . T h e r e f o r e , 
incremental devolution appears to 
be the pragmatic way forward for 
durable conflict resolution in Sri 
Lanka. Fiscal devolution, one such 
step in the incremental devolution 
process, could presumably attract 
stronger government and public 
support (than the devolution of 

political and administrative powers) 
under the p r e s e n t uni ta r ian 
government. 
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