
Sri Lanka’s social indicators are among the best in the South Asia region.
The country has achieved near universal literacy, and perhaps more remarkably,
girls are on a par with boys. Over the 2 decades, substantial steps were taken
in improving the efficiency of the economy, and opening it up to trade.
While economic growth has increased incomes across all income quintiles,
Sri Lanka’s poverty levels have stagnated for over a decade at more than 20%.
The legacy of a civil conflict, falling agricultural labor productivity, a lack of
income-earning opportunities for the rural population, and very poor
infrastructure outside Colombo are the key impediments to poverty reduction.

The Government’s draft development strategy (to be finalized in June
2006) and the election manifesto of the President see the key role of the state
as promoting economic growth while supporting private sector-driven growth
at the same time. Key policy documents advocate a move away from a welfare
system encouraging dependency, to a new system that seeks to integrate
financial support with income generating activities. State-owned enterprise
reform—while ruling out privatization—is also on the agenda.

Relationship with ADB
Sri Lanka has received $4.1 billion in total assistance since joining the Asian
Development Bank (ADB) in 1968, including $3.7 billion for 128 public sector
loans and $91.59 million for 220 technical assistance projects. As of December
2005, there were 48 ongoing public sector loans for a total loan amount of
$1.7 billion, including $215 million in 4 program loans. Of these 48 loans,
11 were financed from ordinary capital resources (OCR) and 37 from the Asian
Development Fund (ADF). As of 31 December 2005, 44% of the total approved
amount has been disbursed.

ADB’s assistance to Sri Lanka has gradually moved from mainly
agricultural support to assisting the power sector, roads, and improving
education. ADB’s assistance to the plantation sector, for example, has helped
the Government privatize all large (except three remaining) tea plantations in
the country, and the 2003 country strategy and program (CSP) does not
envisage any further involvement. Work in the education sector has involved
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Table 2. Sri Lanka: Economic
Indicators, 2001–2005

Economic Indicator 2001 2002 2003 2004 2005

Per capita GNI ($) 840 850 930 1010 …
GDP growth -1.5 4.0 5.9 5.5 5.7

(% change per year)
CPI (% change per year) 12.1 10.2 2.6 7.9 11.6
Unemployment rate (%) 7.9 8.8 8.4 8.3 8.8
Fiscal balance (% of GDP) -10.8 -8.9 -8.0 -8.1 -8.7
Export growth -12.8 -2.4 9.2 12.7 8.9

(% change per year)
Import growth -18.4 2.2 9.3 19.3 13.0

(% change per year)
Current account -1.6 -1.6 -0.6 -3.0 -3.5

(% of GDP)
External debt (% of GNI) 55.3 58.6 56.7 … …

... = data not available, CPI = consumer price index,
GDP = gross domestic product, GNI = gross national income.
Sources: ADB. 2006. Asian Development Outlook 2006.

Manila.
ADB Statistical Database System.

Table 1. Sri Lanka:
Development Indicators
• Population 19.7 million (2005)

1.29% growth per annum
(1990–2005)

• National poverty rate 22.7% (2002)
25.2% (1995)

• Population living on 1% (2003)
less than $1 a day 4% (1990)

• Under-5 mortality rate 14 (2004)
per 1,000 live births 32 (1990)

• Adult literacy rate 90.4% (2000–2004)*

89% (1990)
• Population in 21.0 (2005)

urban areas 21.3 (1990)
• Population with 78% (2002)

access to improved 68% (1990)
drinking water sources

* No single-year data is available. Data taken from UNESCO
Institute for Statistics website.

Note: Some subnational regions are excluded in the 2000–
2004 literacy rate.
Sources: ADB. 2006. Basic Statistics 2006. Manila.

ADB Statistical Database System.

www.adb.org/srilanka



expanding access to higher education (as only 2% of Sri Lanka’s
age cohort have access to university), improving skills (youth
unemployment is high at 30%), and modernizing the
curriculum. In cooperation with other donors, mainly Japan
but also Germany and others, ADB has invested considerable
resources both in terms of advice and investment in the power
sector. Sri Lanka’s electrification rate now stands at 72% of
the entire population.

Following the signing of the ceasefire agreement,
and also as a result of the increasing per capita income
of Sri Lanka, the latest 2003 CSP planned an expansion of
postconflict assistance to the north and east of the country,
and an expansion of OCR loans to support the economic
reform agenda of the then Government.

Impact of Assistance
The delivery of ADB’s post-conflict assistance, which started
with the North East Community Restoration and Development
Project (NECORD), has so far been very successful. As a result,
other development partners have imitated the model or
requested ADB to route financial assistance through NECORD’s
project implementation units. It adopts a structured “bottom-
up” approach, whereby communities determine the kind of
small-scale infrastructure needed for economic growth and
poverty reduction which is then screened by a provincial

committee for consistency and strategic value. More than
58 village development plans and hundreds of small-scale
rehabilitation projects have been approved for minor roads,
hospitals, schools, water supply and sanitation, irrigation, and
shelter. The use of existing government structures and highly
participatory approach, involving all stakeholders in the north
and east, largely explains the successful implementation.

On a different, larger scale, the Southern Transport
Development Project is building the first separate access
expressway in Sri Lanka. With a total length of 128 kilometers,
it will connect Colombo to Matara in the Southern Province.
It will provide a substantial economic impetus to the
development of the Southern Province reducing congestion,
accidents, and postharvest losses which cost the country
dearly (up to 40% of vegetables spoil before they reach
Colombo). Being the first large-scale project of this kind, it has
experienced some difficulties during its initial implementation,
particularly with regard to land acquisition and resettlement,
causing objections that were elevated to the country’s
Supreme Court and ADB’s Compliance Review Panel.
As a result, a number of additional social and environmental
studies, audits and external monitoring, and income
restoration and other measures have been put in place, and
the lessons learned are being applied to other road sector
projects. Construction should be finalized by 2009.

Table 3. Sri Lanka: Cumulative ADB Lending
as of 31 December 2005

Loans Amount
Sector (no.) ($ million) %

Agriculture and Natural Resources 39 822.7 22.2
Transport and Communications 17 658.8 17.8
Finance 16 451.0 12.2
Multisector 16 414.3 11.2
Energy 11 397.8 10.7
Education 10 286.9 7.7
Water Supply, Sanitation,

and Waste Management 5 255.3 6.9
Industry and Trade 11 198.2 5.4
Law, Economic Management,

and Public Policy 6 183.0 4.9
Health, Nutrition, and Social Protection 2 35.4 1.0

TOTAL          133     3,703.2     100.0



In 2005, ADB approved five loans and four grants of
$227 million. The grant for post-tsunami rehabilitation was
processed and approved in April 2005, only 4 months after
the tsunami devastated coastal regions and killed over 35,000
people in Sri Lanka. Under the project, destroyed roads,
community-based infrastructure, housing, and fishery harbors
will be rehabilitated. Its legal component will minimize the
potential for fraud and strengthen accounting and supervision
of tsunami projects. A follow-up project for NECORD,
a $50 million local government sector development project
and a $150 million national highways sector loan were also
approved. Technical assistance focused on preparing future
ADB projects and on implementing ADB’s tsunami assistance.

Future Directions
The CSP Update 2006–2008 planned an annual average of
$93 million ADF lending, and $190 million from OCR. Existing
projects and projects processed in 2005 will direct a significant
amount of resources to areas with high poverty incidence,
and specifically conflict and tsunami-affected areas. The focus
over the next few years will be on implementing the approved
projects in these areas. This will ensure that implementation
capacity is not stretched, and the methodologies and
approach for the next stage of intervention suitably tested
and adapted. It is also envisaged that postconflict assistance
will shift from small-scale emergency reconstruction and
rehabilitation to larger-scale projects, such as the proposed
Jaffna Water Supply and Sanitation Project.

Since the recently completed ADB–World Bank Investment
Climate Assessment identifies the lack of infrastructure,
access to finance, lasting peace, and a stable macroeconomic
framework, as among the major impediments, especially
for urban enterprises, ADB operations will focus on selected
infrastructure, such as (i) upgrading of road access through
development of the network, (ii) strong connectivity to
international markets through Colombo port, and
(iii) promotion of small- and medium-sized enterprise
development and microfinance.

Operational Challenges
Sri Lanka’s educational achievements are substantial, and in
contrast to other countries in the region, corruption has not
been found to be a major impediment to private sector
growth. Sri Lanka is a vibrant democracy; as a result of its
political environment, Sri Lanka had three elections in only
5 years, making a continuous policy dialogue difficult.

The legacy of the civil conflict—and the current fragile
status of the ceasefire—also call for a high awareness of
what caused the conflict, and at least a subscription of the
principle of “doing no harm,” by ensuring that projects do not
worsen tensions in the community and, if possible, reduce it.

Civil society and trade unions play a very active role, and the
projects need to ensure stakeholder consultation and generate
consent as much as possible. Lengthy procurement
procedures, a frequent reason for implementation delays,
are now being addressed through harmonization and
streamlining of approaches.

Partnership
Cooperation between development partners in Sri Lanka
remains very good and has been strengthened by tsunami-
related reconstruction efforts. The post-tsunami damage and
needs assessment was prepared jointly by the three main
development partners, ADB, Japan Bank for International
Cooperation (JBIC), and the World Bank (WB). Post-tsunami
reconstruction steering and coordination committees,
comprising ADB, JBIC, the United Nations, WB, and
representatives of bilateral aid agencies, civil society, and the
private sector, have been chaired on a rotating basis among all
key players, and a single annual tsunami reconstruction report
was prepared jointly by Government and all development
partners (including the private sector). Efforts are under way
to adopt a similar consultative approach to support
preparation of the new National Development Strategy,
through consultation in small joint sector working groups.

ADB cooperates extensively with civil society organizations
in Sri Lanka to strengthen the effectiveness, quality, and
sustainability of the services it provides. For example, three

Table 4. Sri Lanka: Improvement in Portfolio
Quality Indicators, 2004 and 2005

Portfolio Quality Indicator 2004 2005

Disbursement ratio (%)
All loans 24.4 19.2
Project loans 24.2 20.3

Implied average implementation
period for project loans (years)a 6.1 6.0

Undisbursed loan balance
($ million) 1,039.0 1,023.0

Active loans (no.) 46 48
Projects at risk—(no.)b 2 4

% of loans in portfolio 4.3 8.3

a Based on approval to revised closing date. Excludes program loans only.
b Refers to the number of loans.



Contacts
Sri Lanka Resident Mission
49/14–15 Galle Road
Colombo 3, Sri Lanka
Tel +94 11 238 7055
Fax +94 11 238 6527
adbslrm@adb.org
www.adb.org/SLRM

ADB Headquarters
6 ADB Avenue, Mandaluyong City
1550 Metro Manila, Philippines
Tel +63 2 632 4444
Fax +63 2 636 2444
information@adb.org

Ministry of Finance and Planning
P.O. Box 277, Colombo 1, Sri Lanka
Tel + 94 11 431028
Fax +94 11 449823/422507/447633

Useful ADB websites
Asian Development Bank
www.adb.org

Country website
www.adb.org/srilanka

Asian Development Outlook
www.adb.org/Documents/Books/ADO/
2006/documents/sri.pdf

Annual Report
www.adb.org/Documents/reports/
annual_report/2005/

Depository Libraries
www.adb.org/Publications/
Depositories/sri.asp

July 2006

About Sri Lanka and ADB
Sri Lanka is the 16th largest shareholder among regional members and
the 24th largest overall.

ADB Membership
Joined 1966
Shares held 20,520 (0.581%)
Votes 33,907 (0.768%)

Chol-Hwi Lee is the Executive Director and Batir Mirbabayev is
the Alternate Executive Director representing Sri Lanka on the ADB
Board of Directors.

Alessandro Pio is the ADB Country Director for Sri Lanka. The Sri Lanka
Resident Mission (SLRM) was opened in 1998 and provides the primary
operational link between ADB and the government, private-sector, and
civil-society stakeholders in its activities. SLRM engages in policy dialogue
and acts as a knowledge base on development issues
in Sri Lanka.

The Sri Lanka government agency handling ADB affairs is the Ministry of
Finance and Planning.

About the Asian Development Bank
ADB is dedicated to reducing poverty in the Asia and Pacific region
through pro-poor sustainable economic growth, social development,
and good governance. Established in 1966, it is owned by 66 members—
47 from the region. In 2005, ADB operations totaled $7.4 billion
in loans, equities, guarantees, grants, and technical assistance.
With headquarters in Manila, ADB has 26 offices around the world
and more than 2,000 staff from over 50 countries.

NGOs—Group Action for Social Order, Center for Human Development, and Foundation for Human Development—are
implementing a project to restore and rehabilitate line drainage systems of tsunami-affected local government roads.

Cofinancing and Procurement
ADB’s cofinancing operations enable its development partners—governments or their agencies, multilateral financing
institutions, commercial organizations, and export credit agencies—to join ADB in financing its lending to developing members.
For every US dollar lent by ADB in 2005, confinancing brought in an additional $1.27. Such additional funds are provided in
varying forms of grants, guarantees, or loans. A summary of loan projects with cofinancing is available at www.adb.org/
Documents/Fact_Sheets/SriLanka/cofinancing.asp.

A summary of procurement contracts awarded to companies and consultants from Sri Lanka goods and related services,
civil works, and consulting services can be found at www.adb.org/Documents/Fact_Sheets/SriLanka/procurement.asp.

In this publication, “$” refers to US dollars.
Data are as of 31 July 2006 unless otherwise indicated. Fact sheets are updated annually in April.
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