
RECENT ECONOMIC DEVELOPMENTS    HIGHLIGHTS OF 2016 AND PROSPECTS FOR 2017

T                      he government continued to invest in the provisioning of economic and social infrastructure 
facilities during the first half of 2016. Most of the country’s economic infrastructure, 
such as energy, transport, roads and ports, and social infrastructure, such as education 

and health, showed a positive growth performance during this period. The energy sector performed 
well, mainly due to low international oil prices. The government has taken several measures to drive 
the infrastructure development programmes. Initiatives are being taken to harness the potential 
of transforming Sri Lanka to a maritime economy, mainly by developing the Port of Colombo as 
the leading transshipment hub in South Asia with world-class terminals providing more services 
to regional shippers. The proposed Colombo Suburban Railway Project is expected to reduce 
vehicle traffic in Colombo and suburban areas. The Megapolis project launched by the government 
envisions a spatial transformation of the Western Region together with a much needed structural 
transformation of the economy. It will also facilitate the emergence of the main commercial city of 
the country as a regional aviation, port and financial hub. The government also continued to support 
improvements in the social infrastructure such as education and health. However, the sustainability 
of provisioning these infrastructure, either social or economic, may be hindered by the limited 
fiscal space available. Therefore, it is imperative to encourage the private sector to get involved in 
infrastructure provisioning by ensuring a conducive environment for private investments. Social 
infrastructure provisioning has always been designed to cater to the needs of the vulnerable groups 
in the country. However, as the country is moving towards the upper middle income status, the 
government needs to design policies to facilitate new perspectives on infrastructure provisioning to 
particularly match the needs and demands of the emerging middle class segment of the economy, 
while ensuring the provisioning of essential social infrastructure for the needy people in the country. 
Further, it is important to enhance the efficiency of existing soft infrastructure, which encompasses 
the rules and regulations governing the proper functioning and use of physical or hard infrastructure, 
in order to achieve higher economic, social and cultural standards in the country.

Economic and Social 
infraStructurE
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internet connections while mobile internet 
connections grew only by 8.5 per cent in 
comparison to a 42.8 per cent growth recorded 
during the corresponding period in 2014/15. 

 y The telecommunication industry has taken 
several initiatives to promote global 
connectivity. The Sri Lanka Telecom Public 
Limited Company (SLT), gained full landing 
status of the optical fiber submarine cable SEA-
ME-WE 5 (SMW5) that has been designed with 
the upgradable 100 gigabits per second (Gbps) 
technology while enabling a system capacity of 
24 terabits per second (Tbps) bandwidth. The 
SMW5 will link South and East Asia, Middle 
East, Africa and Europe. Further, the envisaged 
full landing station in Matara will enable the 
establishment of a global point of presence (PoP) 
in Sri Lanka that would facilitate multi-regional 
high speed reliable data connectivity as the 
SMW5 connects to multiple PoPs while ensuring 
secure cross connection possibilities with other 
submarine cables. The Dialog Axiata PLC 
commissioned the Bay of Bengal Gateway 
(BBG) submarine cable landing facility in May 
2016. The BBG connects India, Malaysia, 
United Arab Emirates (UAE) and Oman, 
thereby facilitating high speed data transmission 
together with the 100 Gbps technology and an 
initial system capacity of 6.4 Tbps bandwidth. 
Meanwhile, the initial testing of the ‘Google 
Loon project’, which will cover the entire island 
with 4G internet, was completed in the first 
quarter of 2016.  

Developments in Economic 
Infrastructure

Communication Services

 y The telecommunication sector showed a 
moderate growth during the first half of 2016. 
The number of mobile telephone connections 
increased by 5.6 per cent while fixed wireline 
telephone connections recorded a 2.4 per cent 
growth during the period from end June 2015 to 
end June 2016. Reflecting the trend of shifting 
to mobile connections, fixed wireless connections 
continued its declining trend, recording a drop 
of 6.9 per cent at the end of the first half of 2016, 
thereby causing a reduction in the total fixed 
telephone connections by 3.0 per cent during 
the period from end June 2015 to end June 2016. 
At the end of the period under review, the fixed 
telephone penetration (connections per 100 
persons) and the mobile telephone penetration 
stood at 12.3 and 116.6, respectively. With 
regard to internet services, the total internet 
connections grew by 11.4 per cent during the 
period from end June 2015 to end June 2016, 
raising internet penetration (connections per 
100 persons) to 20.0 per cent, in comparison to 
a 36.3 per cent growth recorded during the 
corresponding period in 2014/15. The growth 
in internet connections was largely supported by 
the accelerated growth of 26.5 per cent in fixed 

No. of Subscribers End June 
2015

End June 
2016 (a)

Change
%

Fixed Access Telephones ('000) 2,677 2,597 -3.0
Cellular Telephones ('000) 23,381 24,696 5.6
Internet Connections ('000) (b) 3,799 4,232 11.4
Total Telephone Penetration 124.28 128.89 3.7
Mobile Telephone Penetration 111.52 116.62 4.6

Sources: Telecommunications Regulatory Commission of Sri Lanka
         Department of Census and Statistics

(a) Provisional
(b) Including mobile internet connections

Internet (Right Axis)CellularFixed

Chart 3.1    New Telephone Connections (Fixed Access and
Cellular) and New Internet Connections Granted

-500 

-250 

0 

250 

500 

750 

1,000 

-1,000 

-500 

0 

500 

1,000 

1,500 

2,000 

20
12

 H
1 

20
12

 H
2 

20
13

 H
1 

20
13

 H
2 

20
14

 H
1 

20
14

 H
2 

20
15

 H
1 

20
15

 H
2 

20
16

 H
1 

20
16

 H
2 (

Pr
oj.

) 

'00
0 

'00
0 

Table 3.1 Telecommunication Services



RECENT ECONOMIC DEVELOPMENTS    HIGHLIGHTS OF 2016 AND PROSPECTS FOR 2017

39

Petroleum

 y Crude oil prices in the international market 
registered an increasing trend during the first 
nine months of 2016. The average international 
crude oil price (Brent) during the period under 
review stood at US dollars 43.08 per barrel 
compared to US dollars 56.62 per barrel in the 
corresponding period of 2015. Brent crude oil 
price fell to US dollars 28.09 per barrel on 21 
January 2016, recording its lowest level since 
September 2003, on worries over a global supply 
glut mainly due to the expected increase in 
Iranian oil exports after the lifting of sanctions. 
However, an upward movement of international 
oil prices has been observed thereafter, mainly 
due to expectations that OPEC and non-OPEC 
producers would agree to freeze their output 
amidst global oversupply. This trend was further 
supported by the volatility in the US dollar 
and supply disruptions, particularly in Canada, 
Nigeria, Venezuela and Norway. However, 
during the month of July, prices followed a 
declining trend on concerns over global oil glut, 
market uncertainty over Britain’s unexpected 
vote to exit the European Union, expectations 
on low growth in the demand for oil, and signs of 
an end to several supply disruptions. Thereafter, 
prices rose again on renewed speculation that 

some members of OPEC would try to restrain 
output. By late September 2016, OPEC agreed 
to limit its production to a range of 32.5 - 33.0 
million barrels per day and the production levels 
for each member country will be decided at the 
next formal OPEC meeting in November. With 
these developments, the average price of crude oil 
imported by the Ceylon Petroleum Corporation 
(CPC) declined by 29.6 per cent to US dollars 
43.44 per barrel during the first eight months of 
2016 compared to US dollars 61.67 per barrel 
during the corresponding period of 2015. 

 y The increased domestic demand for petroleum 
continued. Sales for the transport sector, the 
largest consumer of oil in Sri Lanka, increased 
substantially due to relatively low domestic 
petroleum prices and the increased number 
of vehicles in the country, while the sales for 
the power generation sector also increased 
substantially owing to greater fuel oil based 
power generation. During the first eight months 
of 2016, domestic sales of super diesel and auto 
diesel increased significantly by 44.3 per cent 
and 21.3 per cent, respectively. Further, domestic 
petrol sales recorded a 17.7 per cent growth 
during the period under review, reflecting the 
increased usage of private vehicles. Meanwhile, 
domestic kerosene sales also registered a 6.6 
per cent growth during the first eight months 
of 2016 compared to the same period in 2015, 
even with the increased electrification in the 
country, and this could be due to lower prices 
encouraging the use of kerosene for fishery 
activities and cooking purposes, particularly in 
the rural and estate sectors.

Electricity

 y Electricity generation increased by 8.0 per cent 
to 9,375 GWh during the first eight months of 
2016 from 8,678 GWh recorded during the 
corresponding period of 2015. Hydropower 
generation (excluding mini hydro generation) 

Brent CPC Import Price
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$/b

bl

Chart 3.2  Average Price of Crude Oil (Brent) in the International 
Market and Crude Oil Import Price of CPC
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2015

2016

during the first eight months of the year 
decreased by 8.8 per cent to 2,652 GWh due to 
the adverse weather conditions that prevailed. 
However, the share of hydropower in the total 
power generation increased gradually towards 
mid-year, supported by heavy rainfalls received 
during May 2016. Total coal power generation 
increased marginally by 1.4 per cent to 3,372 
GWh during the first eight months of 2016 
amidst the maintenance delays of the 
Norochcholai coal power plant. The cumulative 
effect of lower hydro and coal power generation 
resulted in a substantial increase in fuel oil based 
generation by 65.7 per cent to 2,552 GWh. 
Meanwhile, according to the Ceylon Electricity 
Board (CEB), generation of electricity through 
non-conventional renewable energy (NCRE) 
sources, including mini hydro generation, 
decreased by 11.6 per cent to 798 GWh. 
Accordingly, the share of hydro, coal, fuel oil and 
NCRE power generation during the first             
eight months of 2016 stood at 28 per cent,              
36 per cent, 27 per cent and 9 per cent, 
respectively. Meanwhile, electricity consumption 
in the domestic, industrial, general purpose, 
government and hotel sectors increased by 9.8 
per cent, 6.5 per cent, 11.8 per cent, 12.2 per 
cent and 17.1 per cent, respectively, during the 
first seven months of 2016, reflecting the 
increased demand due to the prevailing lower 
tariff. Thus, the total electricity sales increased 

by 9.0 per cent to 7,349 GWh during the first 
seven months of 2016, from 6,741 GWh in the 
corresponding period of 2015. Further, the 
transmission and distribution losses, as a 
percentage of total generation, improved to 9.6 
per cent during the first seven months of 2016, 
from 10.0 per cent recorded in 2015 and 17 per 
cent recorded in 2005.   

 y The government has initiated a programme 
called "Ratama Eliyai - Andura Duralai", to 
provide electricity at concessional rates to  
low-income earners who cannot afford to light 
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Chart 3.3 Electricity Generation Mix (Jan-Aug)

Source: Ceylon Electricity Board
(a) Provisional

Table 3.2 Electricity Sales

Item 2014 2015 2015
Jan - Jul

2016
Jan - Jul (a)

Change
%

Total Sales by CEB (GWh)  11,063  11,786  6,741  7,349 9.0
Domestic  3,521  3,876  2,215  2,431 9.8
Religious  63  67  38  42 11.8
Industrial  3,498  3,608  2,056  2,190 6.5
General Purpose  2,194  2,324  1,333  1,489 11.8
Government  134  152  83  94 12.2
Hotel  192  205  120  140 17.1
Bulk Sales to LECO  1,352  1,446  833  899 7.9
Street Lighting  108  108  63  63 0.6
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up their households although the utility is 
accessible. Currently, the Colombo, Gampaha, 
Galle, Matara, Hambantota and Kandy districts 
have been 100 per cent electrified. However, this 
programme targets to achieve 100 per cent 
electrification in all the districts in the country. 
The CEB’s efforts have helped the completion of 
104 rural electrification schemes and several 
extensions covering all districts and electrifying 
21,549 houses during the first half of the year. 
With this the level of electrification of the 
country has raised to 98.7 per cent by end June 
2016 compared to 98.5 per cent at end 2015. In 
relation to the developments in NCRE 
generation, 9 mini hydro power projects were 
commissioned during the first half of 2016, 
adding approximately 13 MW to the national 
grid. In addition, there were 4 ongoing NCRE 
projects with a capacity of 6 MW collectively, by 
end June 2016.  Meanwhile, the government 
launched a new community based power 
generation project called “Soorya Bala 
Sangramaya” in September 2016, with a view to 
transform every house to a micro power plant 
facilitating sustainable power generation in the 
country. The program is expected to establish 
solar power units in one million houses 
throughout the country by providing solar 
panels to households at a concessionary rate.  

Road Development 

 y Road development continued to be one of the 
main infrastructure development initiatives 
of the government in 2016. The total length 
of national highways, including expressways, 
maintained by the Road Development 
Authority (RDA), remained unchanged 
at 12,380 km during January – June 2016. 
Approximately 4,662 bridges were maintained 
by the RDA during the same period. The total 
expenditure on maintenance, rehabilitation and 
development of roads and bridges during the 
first half of 2016 was around Rs. 38.4 billion 
in comparison to the Rs. 70.6 billion recorded 
during the corresponding period of 2015.

 y Construction work of extensions to the       
national expressway network continued  
during the first half of 2016. Even though 
new major road development projects were 
not initiated during the first half of 2016, 
preparatory measures for already launched 
projects were undertaken. Loan agreements 
in respect of funding for the civil work of the 
Extension of the Southern Expressway Project 
(ESEP) from Matara to Hambantota with 
links to the Hambantota Sea Port and the 
Mattala International Airport were signed by 
the Government and the Exim Bank of China. 
The total length of the planned extension is 92 
km and consists of 4 separate sections, namely, 
Matara to Beliatte (30 km), Beliatte to Wetiya 
(26 km), Wetiya to Andarawewa (15 km) and 
Mattala to Hambantota via Andarawewa 
(21 km). The civil contracts of the 4 sections 
were awarded to commence constructions. 
A economic feasibility study of the Central 
Expressway, from Kadawatha to Dambulla 
with Pothuhera-Galagedara and Meerigama-
Ambepussa links, was carried out during the 
period. Meanwhile, engineering designs of Phase 
III of the Outer Circular Highway (OCH), 
which connects the Kadawatha interchange and 
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Kerawalapitiya interchange with a link to the 
Colombo-Katunayake Expressway were carried 
out by the RDA. The total length of this section 
is 9.6 km and the physical progress of this project 
stood at 9.9 per cent at end June 2016. Once 
completed, the OCH will link all expressways 
and a few major roads radiating from Colombo, 
thereby reducing traffic congestion within the 
Colombo Metropolitan Region. Meanwhile, the 
rehabilitation and improvement of roads and 
bridges continued during the first half of 2016. 

 y Measures were taken continuously to reduce 
traffic congestion and improve road safety 
in major cities. In this regard, installation of 
pelican crossings, installation of traffic signals, 
establishment of Advance Traffic Management 
System (ATMS) and scheduled construction of 
flyovers can be highlighted. The construction of 
a flyover at the Rajagiriya junction commenced 
in August 2016 and is expected to be completed 
by end 2018. At present, the ATMS project, 
which is funded by a grant from the Korea 
International Cooperation Agency (KOICA), is 
at its detailed design stage. The ATMS project 
aims at supporting the economic activity of 
Colombo Metropolitan Region by relieving 
traffic congestion, strengthening traffic safety 
and improving public transportation. 

Road Passenger Transportation

 y The public passenger transportation by the 
Sri Lanka Transport Board (SLTB) improved 
marginally during the first half of 2016. The 
total operated kilometerage of buses operated 
by the SLTB increased by 5.7 per cent to 222.8 
million km while total passenger kilometerage 
also increased by 7.5 per cent to 7,780 million 
km during the first half of 2016 compared to 
the corresponding period of 2015. The operated 
average number of buses per day improved 
by 165 to 5,306 during the first six months. 
However, the total fleet of the SLTB declined 

by 269 to 7,778 during the first half of 2016, 
mainly due to the auctioning of unserviceable 
buses. Meanwhile, the average bus fleet owned 
by private operators increased to 20,329 as at end 
June 2016 compared to the bus fleet of 19,397 
as at end 2015. Correspondingly, the operated 
average also increased to 18,359 by end June 
2016 compared to 16,942 at end 2015. Even 
though the operated kilometerage of private 
buses declined by 4.8 per cent, the passenger 
kilometerage increased by 14.3 per cent, during 
the period under review. 

 y The National Transport Commission (NTC) 
continued to provide Sisu Seriya and Gemi 
Seriya services in order to provide reliable, 
safe and cost effective services to school 
children and the rural mass. The government 
has allocated Rs.600 million and Rs.23.5 
million for Sisu Seriya and Gemi Seriya services, 
respectively, in year 2016. In addition, the NTC 
continues the Nisi Seriya project to provide 
reliable and safe transport services to passengers 
during late nights and early mornings. The 
NTC also continued to implement projects to 
provide a reliable, safe and comfortable private 
bus services for passengers during the first half 
of 2016. In line with the annual revision, bus 
fares increased by 6 per cent with effect from 01 
August  2016.

 y The registration of new motor vehicles        
recorded a significant drop during the 
first nine months of 2016 compared to the 
corresponding period of 2015. During this 
period, the total number of vehicles registered 
declined by 27.8 per cent to 355,155. Except 
for lorries, tractors and trailers, all other vehicle 
categories contributed to this decline. The 
registration of dual purpose vehicles and three 
wheelers declined by 34.3 per cent and 58.4 per 
cent, respectively, while the registration of motor 
cars declined by 55.7 per cent. New registration 
of buses was also declined by 38.4 per cent during 
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the period under review. The overall decline in 
vehicle registration during the first nine months 
of 2016 is largely driven by the upward tax 
revision on motor vehicle imports, depreciation 
of the rupee and the gradual increase in interest 
rates. 

Rail Transportation

 y Passenger kilometrage by the Sri Lanka 
Railways (SLR) continued to increase during 
the first half of 2016. During the period, rail 
passenger kilometrage increased by 2.1 per cent 
to 3.6 billion km, in comparison to 3.5 billion 
km recorded in the corresponding period of 
2015, supported by prevailing relatively low 
tariffs, increasing road traffic in Colombo 
and the suburbs, and the expansion in railway 
services in the Northern Province. The goods 
kilometrage also increased by 3.7 per cent to 67.3 
million MT km during the first half of 2016. 
Meanwhile, the SLR initiated and carried out 
several activities to improve the service quality 
and viability of the railway system. Rehabilitation 
of bridges under the financial assistance of 
Belgium, commencement of feasibility studies 
of the Colombo Suburban Railway Project 
under the technical and financial assistance of 
the Asian Development Bank (ADB), launch 
of coal transportation from Trincomalee to 
Norochcholai and the introduction of the rail 
bus service for Kandy – Peradeniya and Kelani 

Valley lines are several such initiatives that were 
carried out during the period. 

Civil Aviation

 y The country’s civil aviation sector showed 
a higher growth momentum during the 
first half of 2016. Air passenger movements 
through the Bandaranaike International Airport 
(BIA) recorded a growth of 9.4 per cent to 4.5 
million due to increased tourist arrivals during 
the first half of 2016. The transit passenger 
movements also increased by 2.3 per cent to 0.6 
million during the first half of 2016 compared 
to the corresponding period of the previous 
year. Further, the total volume of cargo moved 
through the BIA increased by 26.5 per cent to 
135,377 MT, while the total number of aircrafts 
handled at the BIA increased by 12.2 per cent to 
31,651 during the first half of 2016. Meanwhile, 
the Mattala Rajapaksa International Airport 
(MRIA) handled only 670 aircraft during the 
first half of 2016 as the government suspended 
the regular operations of SriLankan Airlines 
(SLA) to the MRIA from February 2015. The 
MRIA handled only 1,652 passengers during 
the period under review. By end June 2016, 
30 international airlines (including 5 charter 
airlines, SLA, Mihin Lanka (MLL) and 3 cargo 
airlines) served Sri Lanka, while 7 domestic 
airlines were also in operation. Meanwhile, the 
government issued directives to both the SLA 

Item 2014 2015 2015
Jan - Sep

2016
Jan - Sep (a)

Change
%

New Registration of Motor Vehicles  429,556  668,907  491,632  355,155  (27.8)
Buses  3,851  4,140  3,264  2,011  (38.4)
Motor Cars  38,780  105,628  74,966  33,198  (55.7)

Cars Less than 1,000cc  5,781  60,641  38,922  17,256  (55.7)
Three Wheelers 79,038 129,547  96,987  40,314  (58.4)
Dual Purpose Vehicles  20,799  39,456  29,442  19,336  (34.3)
Motor Cycles 272,885 370,889  273,691  245,350  (10.4)
Goods Transport Vehicles  5,121  7,142  5,459  5,326  (2.4)
Land Vehicles  9,082  12,105  7,823  9,620  23.0 

Source: Department of Motor Traffic
(a) Provisional

Table 3.3 New Registration of Motor Vehicles
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and MLL to prepare business restructuring plans 
that would create alternative avenues in order to 
be economically viable in the medium term. 

 y The second loan agreement for the 
construction work of the Phase II Stage 2 of 
the BIA expansion project was signed in March 
2016 facilitating the balance funding 
requirement of the project. This project 
includes a multi-level terminal with two pier 
passenger terminals, which is to be built with the 
safety requirements of an international airport, 
an inline baggage handling system and an access 
control system with surveillance cameras. Once 
the project is completed, the current capacity of 
6 million passenger movements per annum is 
expected to increase to 15 million, while 
improving passenger convenience with the 
expansion of airport infrastructure and facilities. 
Meanwhile, the consultant and the project 
compnay have been choosen for the project 
named “Overlaying the runway and associated 
works at BIA” to improve the surface condition 
for the safe operation of aircrafts. The project 
includes the widening and overlaying of the 
existing runway, overlaying of the Northern part 
of the existing parallel taxiway, widening of 
existing taxiways, construction of new rapid exit 
taxiways and new bypass taxiways, installation of 
a new airfield ground lighting system, and 
modification of the existing apron of the 
aerodrome of the BIA. The project is scheduled 
to be completed by August 2017. As per the 
Airport and Aviation Services (Sri Lanka) 
Limited, it is proposed to have an 8 hour runway 
closure for aircraft operations on a daily basis for 
a period of three months commencing from 6th 
January 2017. This would affect about 10 per 
cent of the total flight movements of the BIA.

Port Services  

 y The port sector performance continued to 
improve during the first nine months of 2016. 
Total container handling at the Port of Colombo 

has increased by 9.4 per cent to 4,255,481 
Twenty-foot Equivalent Container Units 
(TEUs) during the first nine months of 2016 
compared to the corresponding period of the 
previous year. Total cargo handling recorded a 
growth of 11.5 per cent to 64.5 million MT 
during the first nine months of 2016 as against 
the corresponding period of 2015. During the 
first nine months of 2016, total container 
handling by the Sri Lanka Ports Authority 
(SLPA) showed a negative growth of 5.4 per cent 
when compared to the corresponding period of 
2015. However, total container handling at the 
Colombo International Container Terminal 
(CICT) and South Asia Gateway Terminal 
(SAGT) grew by 27.7 per cent and 13.5 per cent, 
respectively, during the first nine months of 
2016. Further, CICT handled mega container 
vessels that could not be operated either at the 
Jaya Container Terminal ( JCT) of the SLPA or 
SAGT. Total vehicle handling at the Hambantota 
Port recorded a 2.6 per cent growth during the 
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Table 3.4 Performance of  Port Services

Item 2015
Jan - Sep

2016
Jan - Sep (a)

Change
%

Total Cargo Handling (MT '000 ) 57,860 64,502 11.5
Total Container Handling (TEUs '000) 3,888 4,255 9.4
Transhipments (TEUs '000) 2,985 3,304 10.7
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first nine months of 2016 mainly due to 
increased vehicle transhipments of around  39.3 
per cent despite the domestic vehicle handling 
showed a decline of 56.0 per cent during the 
period under review.

 y The construction activities of some port 
projects have been completed and measures 
were taken to initiate the operational activities 
of those projects during the first half of 2016. 
The ADB and SLPA signed a transaction 
advisory services agreement in February 2016 to 
develop the East Container Terminal (ECT) of 
the Colombo Port through a Public-Private 
Partnership (PPP). Further, the ADB has 
approved assistance to prepare a national port 
master plan for Sri Lanka covering all ports, 
including the restructuring of the SLPA. Further, 
it is expected that the construction work of the 
phase II of the Hambanthota Port project would 
be completed by April 2017. 

Developments in Social Infrastructure

Health

 y The government has taken several initiatives  
to strengthen the primary healthcare network 
in the country. The country’s health indicators, 
such as maternal and infant mortality, and life 
expectancy, show a steady improvement over the 
recent past. The Maternal Mortality Ratio 
declined to 30/100,000 live births in 2015 from 
32/100,000 reported in 2014 while child 
mortality rate is reported at 10 /1,000 live births 
in 2015. The improvement of these indicators is 
predominantly attributed to the Maternal and 
Child Care Programme implemented nationally 
as an integral component of the state healthcare 
system. Meanwhile, the neonatal mortality rate 
remained around 5-7/1,000 of live births over 
the recent past. Several initiatives are also being 
taken to improve the quality of maternal and 
newborn care services in hospitals. 

 y The government continued its efforts to 
further improve the human resource and 
physical infrastructure base of the health sector 
during the first half of 2016. In the government 
hospitals, there were 19,441 qualified doctors, a 
doctor for every 1,089 persons and 32,362 
qualified nurses, and a nurse for every 654 
persons by end June 2016. Further, there were 
610 government hospitals with 76,949 beds in 
the country, which amounts to 3.6 beds for 
1,000 persons by the end of June 2016. Several 
development projects were in progress in the 
health sector while several physical infrastructure 
development projects have also been completed 
during the first half of 2016. Accordingly, the 
construction of an accident services ward at the 
District General Hospital – Ratnapura was 
declared open while the construction and 
upgrading of 19 peripheral blood banks were 
completed. In addition, the construction of a 
state of the art cancer ward complex at the 
National Institute of Cancer, Maharagama was 
completed and the purchasing of equipment is 
currently in progress, while the construction of a 
ward complex at Vauniya Hospital was 
completed. Further, a construction of a epilepsy 
unit at the National Hospital of Sri Lanka and a 
clinical building and outdoor patient department 
(OPD) complex at District General Hospital – 
Kalutara, expansion of the OPD and clinic 
building at the National Eye Hospital in 
Colombo and programmes to develop the 
Dental Institute of Sri Lanka, District General 
Hospital – Hambantota and District General 
Hospital – Nuwara Eliya were in progress at the 
final stage. Meanwhile, there were 98 government 
Ayurvedic Hospitals with 4,845 beds, with 
22,802 registered Ayurvedic physicians as at end 
June 2016.

 y Dengue outbreaks continue to remain one of 
the most challenging health issues in the 
country as a sustainable reduction in outbreaks 
has not been materialised over the last few 
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years. During the first nine months of 2016, 
dengue cases increased substantially to 42,711 in 
comparison to the 21,261 cases reported during 
the corresponding period of 2015, with 10,636 
dengue cases were reported in July 2016 itself. 
The increasing trend was mainly due to the 
inclement weather conditions, high 
temperatures, and heavy rains and floods. Of the 
total outbreaks, around 50 per cent were 
recorded from the Western Province where 
extensive urbanisation has created a perfect 
breeding ground for dengue mosquitoes. The 
Ministry of Health, Nutrition and Indigenous 
Medicine, in partnership with the Presidential 
Task Force, took several steps, such as carrying 
out mosquito control programmes, inspecting 
houses and institutions to eliminate breeding 
places, recruiting mosquito prevention field 
assistants to identify and eliminate mosquito 
breeding places, distributing mosquitocides 
among all regions, distributing hand held fogging 
machines and establishing controlling units 
covering all provinces of the country, for the 
prevention and control of dengue. In addition, 
with the outbreak of the Zika epidemic in several 
South American and Latin American countries, 
the Ministry of Health, Nutrition and 
Indigenous Medicine established a special 
screening facility at the BIA to detect those who 
may have infected by the Zika virus. 

 y The private sector participation in providing 
healthcare facilities continued to grow during 
the period concerned. There were 193 registered 
private hospitals with 6,028 beds in the country, 
including 17 Ayurvedic hospitals with 306 beds 
by end June 2016. Further, there are 472 
registered medical and channelling centres, 878 
registered medical laboratories, 1,937 full time 
and part time medical clinics that are in operation 
by end June 2016. Promising developments were 
observed in the private healthcare sector, 
alongside significant improvements that are 
taking place in the tourism industry, will provide 

an opportunity for Sri Lanka to promote medical 
tourism. However, the regulation and process of 
evaluation and the assessment of the quality of 
service delivery by the private health sector 
institutions needs to be strengthened, for the 
private health services to attract external 
demand. 

Education 

 y The general education sector showed a 
progress during the first half of 2016. As per 
the Ministry of Education, the total number of 
schools in the country was 10,997 (excluding 
international schools) in 2015, out of which 
10,144 were government schools. During the 
first half of 2016, the government recruited 490 
teachers under two qualification categories, out 
of which 23 teachers were posted to national 
schools while the other 467 teachers were posted 
to provincial schools. Moreover the student net 
enrolment ratio (NER) of age group 5-16 (Grade 
1-11) of the country stood at 96.26 per cent in 
2015 with male and female student NERs of 
96.75 per cent and 95.76 per cent, respectively. 
Schools’ evaluation programme was continued 
under both internal and external evaluation 
systems during the first half of 2016 and under 
this, approximately 8,500 teachers were 
evaluated externally.

 y The Ministry of Education continued to 
engage in the development of infrastructure 
during the first half of 2016. These 
developments consist of three types of projects. 
Project-1 focuses on the construction of 
Technological Laboratories in the selected 
secondary schools with the objective of 
enhancing the ICT literacy of students, school 
leavers as well as the community in the area. 
Under this, 1,005 technological laboratories are 
expected to be established in nine provinces, out 
of which, 991 laboratories have been completed 
by end June 2016. Among these, 840 laboratories 
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were functioning well by the end of first half of 
2016. Under Project-2, the construction of 
Technology Faculties (TFs) to facilitate the 
technology stream at GCE Advanced Levels in 
251 secondary schools were carried out. At the 
end of the first half of 2016, the construction of 
211 TFs were completed, out of which 78 TFs 
are currently functioning. Project-3 was based 
on the Development Programmes and 
Development Projects under the Budget 2016, 
including the establishment of teacher quarters 
and rest rooms in rural and regional schools, 
ensuring sanitation facilities in all schools by end 
2016, upgrading 3,577 primary schools, 1,000 
secondary schools’ programme, development of 
1,360 schools with GCE Advanced Levels and 
providing dental health facilities in schools. 

 y Greater participation of non-state sector 
higher education institutions would be 
necessary to expand the availability of higher 
education facilities in Sri Lanka.  Given the 
capacity limitations in state universities, it is 
important to encourage and facilitate non-state 
higher educational institutions, including 
foreign universities and other institutions 
granting professional qualifications, to actively 
participate in the higher education sector of the 
country. At present, there are more than 70 
non–state higher education institutions offering 
educational programmes in affiliation with 
foreign universities and higher education 
institutions. Among these, 16 have been 
recognised as “Degree Awarding Institutes” and 
another 19 are in review process. Review panels 
have been appointed to examine the capacity of 
these institutions to offer degree programmes, 
and nearly 07 institutional reviews are at the 
completion stage. By the end of the first half of 
2016, approved institutions offered 85 degree 
programmes. Among these, 26 degree 
programmes were recognized during the first 
half of 2016, which consist of ten basic degrees, 
eight Master of Philosophy degrees and eight 

Doctor of Philosophy degrees. It should be 
noted that degree programmes offered by both 
public and private sector higher education 
institutes need to comply with the requirements 
of the relevant professional body. This issue is 
critical in particular in the case of degree 
programmes that produce professionals to the 
country. The Ministry of Higher Education and 
Highways (MOHEH) recommends the entry 
visa and residence visa for the foreign students 
who intend to follow higher studies in the          
Non - State Higher Education Institutions in     
Sri Lanka. During the first half of 2016, about 
67 visa applications from 22 countries have been 
processed. 

 y The technical and vocational education 
training sector performed well during the first 
half of 2016. By end June 2016, 1,137 public, 
private and NGO sector vocational training 
centres that undertook 2,470 accredited courses 
were registered with the Technical and 
Vocational Education and Training (TVET) 
sector. Tertiary and Vocational Education 
Commission (TVEC) issued 22,539 National 
Vocational Qualification (NVQ) certificates 
during the first half of 2016. There were 117,321 
students registered with public TVET 
institutions in 2015 and 84,552 students 
completed the training. Meanwhile, a large 
number of students registered and completed 
TVET courses in private sector institutions as 
well. During 2015, total recruitment in public 
and private vocational training institutions was 
169,644. 

Safety Nets and Poverty Alleviation 

 y The incidence of poverty, measured by the 
poverty headcount ratio (PHCR), declined 
significantly in Sri Lanka during the last few 
years. As per the Household Income and 
Expenditure Survey (HIES), conducted by the 
Department of Census and Statistics (DCS), the 
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PHCR declined from 8.9 per cent in 2009/10, 
to 6.7 per cent in 2012/13. In terms of the 
PHCR, approximately 1.3 million people were 
below the poverty line1 in 2012/13 in comparison 
to 1.8 million people in 2009/10. However, 
poverty disparity still exists across the provinces 
and districts in the country. At the provincial 
level, the lowest PHCR of 2.0 per cent that 
reprecented 116,000 people was recorded in the 
Western province where as the Uva province 
recorded the highest level of 15.4 per cent, 
representing 190,000 people. At district levels, 
the lowest PHCR was reported in Colombo in 
contrast to the highest PHCR in the Mullaitivu 
district. Further, the poverty map prepared by 
the DCS and the Poverty Global Practice of the 
World Bank Group, based on data from Sri 
Lanka’s 2012 Census of Population and Housing 
(CPH) and the 2012/13 HIES, highlights the 
presence of significant geographical disparities 
among poverty rates at the Divisional Secretariat 
(DS) level. While the presence of poverty in 
certain districts is low on an overall basis, some 
DSs possess pockets of poverty. Moreover, the 
PHCR of the estate sector, which is generally 
higher than those of urban and rural sectors, 
declined significantly to 10.9 per cent in 
2012/13 from 30 per cent in 2002 mainly due to 
the decline in consumption poverty. As per the 
2012/13 survey, the PHCR for rural and urban 
sectors estimated at 7.6 per cent and 2.1 per cent, 
respectively. However, Sri Lanka’s poverty 
remained low by international standards. Based 
on the World Bank’s criteria of measuring 
extreme poverty, i.e. US$ 1.90 a day [2011 
Purchasing Power Parity (PPP)], the extreme 
poverty in Sri Lanka declined from 8.3 per cent 
in 2002 to less than 2 per cent in 2012 and is 

lower than many of Sri Lanka’s peer economies. 
However, based on the World Bank’s poverty 
line of US$ 3.10 per day (2011 PPP), Sri Lanka’s 
poverty stood at 14.6 per cent in 2012. 

 y All successive governments have implemented 
various poverty alleviation programmes during 
the past few decades. Currently, the Samurdhi/
Divinaguma subsidy programme plays a major 
role as the foremost social safety net programme 
in the country. During the first half of 2016, Rs. 
20.5 billion was granted under the Samurdhi/
Divinaguma subsidy programme, benefiting 
1.43 million families in the country. The 
Samurdhi/Divinaguma Social Security Fund, 
which aims at reducing the vulnerability of the 
poor in case of emergency, also granted Rs. 221 
million to 39,296 beneficiaries during the first 
half of 2016. Meanwhile, the Ministry of Women 
and Child Affairs disbursed Rs 1.6 billion and 
Rs. 9.2 million during the first half of 2016 to 
provide nutritional food packages for expectant 
mothers, and a glass of fresh milk for children 
between 2-5 years, to uplift the nutritional status 
among mothers and children in the country. In 
addition, the government continued to 
implement several other social assistance 
programmes such as the school food programme, 
Thriposha programme, disability and relief 

1. Sri Lanka’s official national poverty line defines a person as being poor in 
the 2012/13 Household Income and Expenditure Survey (HIES) if his 
or her real per capita consumption expenditure is less than Rs. 3,624 per 
month, which is equivalent to about US dollars 1.50, in 2005 purchasing 
power parity terms. Data from the HIES, conducted by the Department 
of Census and Statistics (DCS) once in three years, is used to calculate            
poverty using the Cost of Basic Needs (CBN) method. The latest HIES is 
for 2012/13.
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assistance, elderly payment and disaster relief 
assistance, etc. during the first half of 2016 to 
uplift the livelihood of the poor. Meanwhile, the 
government declared the year 2017 as the “Year 
of Alleviating Poverty”, recognising the need for 
a comprehensive approach to alleviate poverty in 
its all forms, in the march for achieving 
Sustainable Development Goals by 2030.

Expected Developments

 y Growing demand for electricity and delays in 
the completion of major power projects may 
affect uninterrupted power supply in the 
medium term. At present, the total electricity 
generation capacity of the country is 3,970 MW. 
About 47 per cent of the total capacity is still 
fulfilled by hydropower and NCRE which varies 
with weather conditions. In this situation, if the 
dry weather condition prevails during the 
remaining period of the year, cost of generation 
would increase substantially affecting CEB’s 
financial performances. Further, the supply of 
electricity during dry weather conditions is 
highly dependent on the 900 MW Norochcholei 
coal power plant. Therefore, unless the coal 
based power generation is sufficiently avalable, 
the supply shortage of electricity is unavoidable 

particularly during dry weather conditions. 
Hence, the national energy planning should         
be strengthened further as an ongoing process, 
to facilitate energy security of the country as  
well as to improve the financial viability of the 
CEB.   

 y International oil prices show an increasing 
trend since October 2016 mainly due to the 
decision taken by the OPEC member countries 
to limit its production levels. Based on the 
forecast provided by the US Energy Information 
Administration (EIA) the average Brent oil price 
would be around US dollars 42.5 per barrel by 
end 2016. Petroleum sales for the transport 
sector increased substantially due to relatively 
low domestic petroleum prices that prevailed 
during the first half of the year and this trend is 
expected to continue during the remaining 
period of 2016. Meanwhile, the petroleum sales 
for the power generation sector, which increased 
owing to greater fuel oil based power generation 
in the first half of 2016, may continue due to 
prevailing dry weather conditions. However, the 
CPC’s overall financial position in 2016 is 
expected to improve, due to low international oil 
prices that have prevailed thus far during the 
year.

 y Recent developments in the tele 
communication sector are expected to bring 
down ground infrastructure costs of local 
telecommunication operators while enhancing 
accessibility to high-speed and affordable 
internet across the island. This would in turn 
support to overcome the demand and supply 
side challenges, such as the promoting of 
e-business and e-learning, enhancing information 
and telecommunication literacy, enhancing 
infrastructure sharing and ensuring efficient 
frequency spectrums for latest technologies, 
which would be vital in the integration of all 
economic sectors with efficient internet services.
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Chart 3.7 Performance of the Samurdhi/Divineguma 
Subsidy Programme
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