
D
E
V

E
L
O

P
M

E
N

T
 P

A
P
E
R
S
 2

1
-
0
3
 

   ESCAP  

SOUTH AND SOUTH-WEST ASIA 

 OFFICE  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

        IMPACT OF THE COVID-19 PANDEMIC ON THE 

  SDGs IN SRI LANKA AND THE POTENTIAL  

   FOR REGIONAL COOPERATION  
 
 
 
 
 
 
 

            Dushni Weerakoon  

  

   August 2021  



 South and South-West Asia Development Papers 21-03 

August 2021 

2 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Disclaimer: The views expressed in this Development Paper are those of the author(s) and should 

not necessarily be considered as reflecting the views or carrying the endorsement of the United 

Nations. Development Papers describe research in progress by the author(s) and are published to 

elicit comments and to further debate. This publication has been issued without formal editing. 

 

 

 

 

For any further details, please contact: 

 

Mr. Adnan Aliani, Officer-in-Charge, a.i. 

South and South-West Asia Office (SSWA) 

United Nations Economic and Social Commission for Asia and the Pacific (UNESCAP) 

C-2 Qutab Institutional Area, New Delhi-110016, India 

Email: sswa.escap@un.org 

 



Impact of the COVID-19 Pandemic on the SDGs in Sri Lanka and Potential for Regional Cooperation  

August 2021 

3 

 

Contents 

 

Foreword ......................................................................................................................................... 7 

Abstract ........................................................................................................................................... 9 

1. Introduction ............................................................................................................................... 10 

2. Macroeconomic and Sector-wise Impacts of COVID-19 ......................................................... 11 

2.1 Growth Impacts ................................................................................................................... 11 

2.2 Fiscal and Monetary Policy Stimulus Measures ................................................................. 13 

2.3 Impacts on Trade, Investment and Implications for Foreign Capital Flows ....................... 16 

2.4 International Capital Market Shocks and Debt Sustainability ............................................ 21 

3. Impact on Socio-economic Outcomes and SDG Targets ......................................................... 22 

3.1 Labour Market Impacts and Inadequate Social Protection ................................................. 22 

3.2 Poverty and Equity Impacts of COVID-19 ......................................................................... 25 

3.3 Implications on Meeting SDG Targets................................................................................ 28 

4. Strategies and Policy Responses to Deal with the Socio-economic Fallout ............................. 36 

    4.1. National Strategies to mitigate the socio-economic challenges ......................................... 36 

4.2.  Partnerships to Achieve SDG Goals and Regional Cooperation ...................................... 38 

5. Conclusion ................................................................................................................................ 40 

References ..................................................................................................................................... 42 

 

  

 

 

  



 South and South-West Asia Development Papers 21-03 

August 2021 

4 

 

 

List of Tables 

 

Table 1: GDP Forecasts 2020-2021 .................................................................................................................. 12 

Table 2: External Sector Impacts, 2018-2020 ................................................................................................... 16 

Table 3: Foreign Employment Departures, 2019 .............................................................................................. 19 

Table 4: Sovereign Rating ................................................................................................................................. 21 

Table 5: Employment Status, 2019 ................................................................................................................... 24 

Table 6: Food Balance Sheet, 2015-2018 .......................................................................................................... 29 

Table 7: Unemployment, 2019 (%) ................................................................................................................... 32 

Table 8: Fiscal Estimates, 2020-2021................................................................................................................ 36 

 

 

List of Figures 

 

Figure 1: Quarterly GDP Estimates ..........................................................................................................................12 

Figure 2: Recurrent Fiscal Spending 2019-2021 ......................................................................................................13 

Figure 3: Monetary Policy Interventions ..................................................................................................................14 

Figure 4: Monetary Policy Outcomes .......................................................................................................................15 

Figure 5: Merchandise Export Performance .............................................................................................................17 

Figure 6: FDI Trends, 2013-2019 .............................................................................................................................18 

Figure 7: Foreign Employment Destinations, 2019 ..................................................................................................19 

Figure 8: ISB Secondary Market Yield Rates ..........................................................................................................21 

Figure 9: Foreign Debt and Official Reserve Cover .................................................................................................22 

Figure 10: Unemployment, 2018-2020 ....................................................................................................................24 

Figure 11: Poverty and Inequality ............................................................................................................................26 

Figure 12: Employment Status by Gender ...............................................................................................................26 

Figure 13: Food Inflation ..........................................................................................................................................29 

Figure 14: Social Sector Spending, 2006-2019 ........................................................................................................30 

Figure 15: Female LFPR, 2010-2019 .......................................................................................................................30 

Figure 16: Sectoral Growth, 2018-2020 ...................................................................................................................32 

 

 



Impact of the COVID-19 Pandemic on the SDGs in Sri Lanka and Potential for Regional Cooperation  

August 2021 

5 

 

 

Abbreviations 

 

ADB  Asian Development Bank 

AWNFDR Average Weighted New Fixed Deposit Rate 

AWPR  Average Weighted Prime Lending Rate 

CBSL  Central Bank of Sri Lanka 

CDB  China Development Bank 

CKD  Chronic Kidney Disease 

COVID-19 2019 Novel Coronavirus 

CSE  Colombo Stock Exchange 

DCS  Department of Census and Statistics 

DHS  Demographic and Health Survey 

DSR   Debt Service Ratio 

EFC  Employers Federation of Ceylon 

EFF  Extended Fund Facility  

EPF  Employees’ Provident Fund 

EU  European Union 

FDI  Foreign Direct Investment 

FLFP   Female Labour Force Participation 

FTFF  Foreign Currency Term Financing Facility 

GDP  Gross Domestic Product 

GHI   Global Hunger Index 

HIES  Household Income and Expenditure Survey 

ICT  Information and Communication Technology 

IMF  International Monetary Fund 

ISB  International Sovereign Bond 

LFS  Labour Force Survey 

LKR  Sri Lanka Rupee 

MDG  Millennium Development Goal 

MFI  Multilateral Financial Institution 

 



 South and South-West Asia Development Papers 21-03 

August 2021 

6 

 

 

MSMEs Micro Small and Medium Enterprises 

NCD  Non-Communicable Disease 

RBI  Reserve Bank of India 

REPO  Overnight Repurchase 

PHC   Poverty Head Count  

SAARC South Asian Association for Regional Cooperation 

SDG  Sustainable Development Goal 

SLFR  Standing Lending Facility Rate 

SRR  Statutory Reserve Requirement  

STEM  Science, Technology, English and Mathematics 

UMCI  Upper Middle-Income Country 

UNESCAP United Nations Economic and Social Commission for Asia and the Pacific 

USA  United States of America 

USD  United States Dollar 

WB  World Bank 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Impact of the COVID-19 Pandemic on the SDGs in Sri Lanka and Potential for Regional Cooperation  

August 2021 

7 

 

 

Foreword 

 

The Development Papers Series of the ESCAP South and South-West Asia Office (ESCAP-SSWA) 

promotes and disseminates policy-relevant research on the development challenges facing South and 

South-West Asia. It features policy research conducted at ESCAP-SSWA as well as by outside experts 

from within the region and beyond. The objective is to foster an informed debate on development policy 

challenges facing the subregion and to share development experiences and best practices. 

 

This paper by Dushni Weerakoon was prepared as part of a research and policy initiative related to the 

impact of the COVID-19 pandemic on economic, social and environmental pillars of Sustainable 

Development Goals (SDGs) in South Asia and exploring the potential of regional cooperation in building 

back better. Building on the discussions of the Virtual Policy Dialogue on South Asian Cooperation for 

Accelerating Recovery from COVID-19 and Building Back Better convened by UNESCAP on 9 

September 2020, this study sets out a national and subregional policy agenda grounded in regional 

cooperation for complementing national efforts to accelerate the achievement of SDGs. The 

unprecedented human costs and ensuing socio-economic challenges posed by the COVID-19 pandemic 

has impacted the South Asian economies, exposing the common systemic weaknesses and shared 

vulnerabilities. While the crisis threatens to erode progress made towards the SDGs, it also makes their 

achievement more urgent and critical for an inclusive, sustainable and resilient recovery. Recovery from 

the COVID-19 crisis provides an opportunity for greater South Asian cooperation through inclusive, 

resilient and sustainable recovery strategies and investments aligned with the 2030 Agenda for Sustainable 

Development.  

 

Through impacts on economic growth, trade and investment, fiscal space, employment, poverty, hunger, 

inequalities and other deprivations and planetary health, the COVID-19 pandemic imperils the 

achievement of the SDGs in the subregion. This paper, thus, assesses the impacts of COVID-19 pandemic 

on various economic, social and environmental dimensions of SDGs progress in Sri Lanka. Further, it 

examines the potential of regional frameworks and instruments for supplementing national actions in 

addressing the challenges posed by the pandemic and in building back better. 

 

This paper benefitted from the overall guidance and peer review done by Dr. Nagesh Kumar, formerly 

with UNESCAP-SSWA and currently serving as the Director, Institute for Studies in Industrial 

Development (ISID), New Delhi. The contribution of Dr. Rajan Sudesh Ratna (Economic Affairs Officer), 

Ms. Swayamsiddha Panda (Research Assistant) and Mr. Mirko Trentin (Intern) from UNESCAP-SSWA 

office in providing valuable inputs and editing the paper is acknowledged.  
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We hope that the policy lessons drawn in this paper will provide critical insights for strengthening regional 

cooperation in the subregion through identifying feasible areas for stronger collaboration in the context of 

the pandemic. In this Decade of Action, achieving the SDGs in South Asian countries assumes critical 

importance to ensure transformative recovery from the pandemic and for resilience to future shocks by 

building back better. 

 

Adnan Aliani 

Officer-in-Charge, a.i., ESCAP South and South-West Asia Office 
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Abstract 

The global economic fallout of the coronavirus (COVID-19) health pandemic is anticipated to be far worse 

than anything experienced in recent history. From a range of possible outcomes, developing economies 

will fare far worse, with greater exposure to contractions in world trade, declines in commodity prices, 

loss of foreign capital inflows, etc. In fashioning appropriate macroeconomic policy responses, they will 

also be more thinly stretched to provide adequate resources to safeguard public health, precarious jobs 

and limited social security cover. Amongst developing countries, those with higher initial public debt 

levels need to be particularly concerned. Despite a commendable health policy response, Sri Lanka is one 

such country, facing the COVID-19 economic fallout with a public debt ratio of near 90% of GDP and 

foreign debt settlements averaging USD 4 billion in the next few years. 

However, given the necessity of doing everything possible to avert a sharp economic contraction, the 

tolerance levels for fiscal laxity and monetary easing are much higher. Sri Lanka has leaned heavily on 

monetary policy interventions, including direct financing of government spending and yield curve control 

measures to keep borrowing costs down. Whilst these measures make possible some attractive short-term 

numbers in the form of a V-shaped recovery, the resilience and sustainability of that recovery process will 

depend on efforts to ensure that equity concerns are addressed.  
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Key words: COVID-19, Economy, Equity, SDGs, Sri Lanka, Regional Cooperation, Recovery, South 
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1. Introduction 

The unprecedented global health pandemic – coronavirus (COVID-19) – continues to exert 

a considerable toll on the economic, social and environmental spheres of almost all countries 

around the world. Aside from the devastating loss of lives, populations around the world are facing 

an unprecedented loss of incomes, livelihoods and elevated threats of poverty. In this struggle, 

developing economies will fare far worse, with greater exposure to contractions in world trade, 

declines in commodity prices, loss of remittances, capital flight and limited access to international 

capital markets.  

Amongst developing countries too, the risks are spread. Those with higher initial public 

debt levels need to be concerned more than ever about the economic fallout. Sri Lanka is one such 

country, with particularly weak initial conditions; by end 2019, the country was saddled with a 

high fiscal deficit of 6.8% of GDP and public debt of 87% of GDP, amidst slowing economic 

growth that saw GDP growth reach an 18-year low of 2.3% in 2019.1 

Despite the economic vulnerabilities, Sri Lanka’s initial health response was a success. By 

end September 2020, it had recorded cases of only 3,000 and 11 deaths. The country’s relatively 

sound public health system – affording universal free health care to all – coped remarkably well, 

backed by strong political leadership to initiate timely action to enforce a six-week national 

lockdown during March-May 2020; border closures; and stringent trace and quarantine measures. 

However, as in all uncertainties related to the pandemic, Sri Lanka began to see a swift upsurge in 

infections from the beginning of October 2020 in a second-wave of infections that saw the total 

number of cases and deaths rise sharply to 43,000 and 205, respectively, by end 2020. In April 

2021, a more virulent third wave was to emerge that saw infections and deaths reach 225,000 and 

2,000, respectively, by mid-June 2021.   

In the second and third waves, the policy response has been very different, targeted at 

localized lockdowns and more intense rounds of COVID-19 testing. There was a reluctance to 

affect a national lockdown, resulting largely from concerns about the growing economic costs of 

such measures. By end May 2021, however, as the virus spread, the government was once again 

forced to institute four-weeks of country-wide travel restrictions.  

Official GDP estimates produced by Sri Lanka’s Department of Census and Statistics 

(DCS) show the downside impacts of the pandemic. Economic growth plummeted by (-)16.4% 

during the stringent lockdown in the second quarter of 2020, before reporting a gradual recovery 

thereafter to post an overall contraction of (-)3.6% for 2020 as a whole. With nearly 68% of the 

country’s workforce identified as workers in informal employment, and only 29% of the workforce 

 

1. Central Bank of Sri Lanka (2020).  
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covered by social protection,2 the precariousness of livelihoods and limited social safety nets, 

makes for grim near-term socio-economic outcomes.  

Against this context, the rest of this paper examines the key impacts of the COVID-19 

pandemic on the Sri Lankan economy through its many interconnected channels. It will then focus 

on the current state of play with regards to Sri Lanka’s progress on achieving the Sustainable 

Development Goals (SDGs) and attempt to provide an exploratory assessment of the impact of 

COVID-19 on SDGs. The paper will then discuss appropriate strategies and policy responses to 

deal with the socio-economic fallout and ensure a more sustained and resilient recovery path. 

Finally, the paper will also look at possible mechanisms and areas for regional cooperation to 

support South Asia’s efforts to build back better from the COVID-19 pandemic.      

 

2. Macroeconomic and Sector-wise Impacts of COVID-19 

At the time COVID-19 struck, the Sri Lankan economy was at a particular low ebb, mired 

in persistent low growth and a high and escalating public debt burden. At end 2019 therefore, 

policy attention was firmly on how to revive growth; an immediate solution to which came by way 

of announced tax cuts, hot on the heels of the presidential elections in November 2019. However, 

as the scale of the COVID-19 outbreak became clearer from early 2020, Sri Lanka’s economic 

agenda – like those of many other countries around the world – began to be reset in significant, 

and at times, in irrevocable ways.  

 

2.1 Growth Impacts  

 

In 2019, Sri Lanka’s GDP growth rate of 2.3% was the lowest recorded over the last 18 

years. The previous worst performance – a (-)1.5% growth contraction in 2001 – was a one-off 

outlier amidst a generally robust phase of growth. By contrast, the country’s growth outlook more 

recently has been marked by bouts of instability – a short-lived post-war boom and a persistent 

deterioration from 2014 that quickened over the last three years (Figure 1). As a result, Sri Lanka 

stood out as a low growth outlier in a region of high growth in recent years.  

 

 

 

 

 

 

 

 

 

2 Jayawardena (2020b).  
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Figure 1: Quarterly GDP Estimates  Table 1: GDP Forecasts 
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Source: Department of Census and Statistics, 

Colombo. 

 

From this relative low growth base, the economy was expected to record a v-shaped 

recovery in 2021 according to most estimates (Table 1). The supposition was strengthened by the 

creditable early health response that saw a resumption of economic activities in the third quarter 

of 2020, with Sri Lanka benefiting from an early mover advantage, particularly in the case of 

certain export sectors such as apparel. However, as the second wave of the pandemic took hold, 

growth projections for 2021 were revised down to around 3.5% on the back of an expected (-)5 to 

(-)6% contraction in 2020. The better-than-expected growth outcome of (-)3.6% in 2020 indicates 

a possible a sharp v-shaped recovery in 2021. Whilst a return to positive growth of 3 to 4% is still 

expected, the recurrence of COVID-19 infections and containment measures have dampened the 

earlier optimism. 

 

However, ensuring a growth recovery in 2021 is not the main challenge facing Sri Lanka. 

Rather, the challenge is to make sure that the growth process is qualitatively different from that of 

the past decade, for reasons of both equity and sustainability. Since the end of Sri Lanka’s long-

drawn 30-year conflict in 2009, the economy has been over-reliant on sectors like construction for 

growth, with the domestic production structure skewed heavily towards non-tradables. From the 

point of equity, this capital-intensive growth process delivered successes in lowering Sri Lanka’s 

absolute poverty levels as detailed in Section 3.2, but it was less successful in bridging income 

inequality across population groups and sectors of economic activity. 

 

The second major concern with regards to the structural weaknesses underpinning the 

growth process of the last decade is the shrinking contribution of exports to GDP growth, when 

simultaneously, the country adopted a foreign debt driven infrastructure push. With insufficient 

foreign currency earnings to service such debts, the Sri Lankan economy remains heavily exposed 

(% change) 2020 2021 

ADB (September 2020) -5.5 4.1 

CBSL (October 2020) -1.7 5.0 

World Bank (October 

2020) 

-6.7 3.3 

IMF (October 2020) -4.6 5.3 

Source: a) ADB, Asian Development Outlook 2020; b) 

CBSL, Recent Economic Developments; c) WB, South 

Asia Overview; d) IMF, World Economic Outlook. 
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to international capital markets. Thus, at the time that the COVID-19 hit, the country required USD 

4 billion for foreign debt settlements alone in 2020, squeezing the availability of financing for 

fiscal expenditures further.     

 

2.2 Fiscal and Monetary Policy Stimulus Measures 

Sri Lanka’s initial macroeconomic conditions from which it had to face the COVID-19 

threat were very weak. With a fiscal deficit already at 6.8% of GDP and public debt at a high 87% 

of GDP by end 2019,  concerns about a deteriorating fiscal outlook –– became more pronounced 

in the wake of a substantive package of tax reductions following presidential elections in 

November 2019.3 The tax cuts were contrary to the country’s on-going Extended Fund Facility 

(EFF) programme with the International Monetary Fund (IMF) in place since 2016. Higher taxes 

under a revenue enhancing fiscal consolidation process were deemed in part to be responsible for 

Sri Lanka’s lackluster growth. The tax cuts, meant to revive growth, were nonetheless estimated 

to trim about 20-25% off government revenues in a pre-COVID-19 scenario. 

 

In these fiscally strained circumstances, the COVID-19 related direct fiscal measures were 

very limited by necessity. Indeed, fiscal estimates for 2020 and 2021 presented in the Budget 

Speech in November 2020, appear to suggest a small nominal increase in recurrent spending in 

2020 (Figure 2a). Much of the focus was on additional health spending, tax deferments and 

exemptions, settlement of outstanding government payments to cash hit sectors, price ceilings on 

essential goods, and a cash transfer to deserving households. Provisional estimates of the actual 

spending outcomes suggest that COVID-19 related expenses were much higher than anticipated 

(Figures 2b). Subsidies and transfers were higher by one percentage point of GDP in 2020 relative 

to 2019, based on which Budget 2021 estimates to deal with the protracted pandemic appear to be 

underestimates. 

Figure 2: Recurrent Fiscal Spending, 2019-2021 
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Source: Central Bank of Sri Lanka, Annual Report 2019 and Ministry of Finance, Budget Speech 2021.  

 

3 The 2019 fiscal deficit estimate was restated to 9.4% of GDP by the Ministry of Finance in 2020. 
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Without much room on the fiscal front to provide a substantial stimulus, Sri Lanka’s 

macroeconomic measures have continued to rely heavily on monetary policy instruments. The 

initial conditions on the monetary front were supportive of the subsequent COVID-19 related 

policy measures. Persistent low growth in a single-digit stable inflationary environment and the 

need to assist businesses hit by the Easter Sunday terror attacks of April 2019 had already prompted 

an easing of monetary policy, including interest rate caps.  

 

In the wake of COVID-19, sharp cuts to policy interest rates and statutory reserve 

requirements (SRR) of commercial banks, debt moratoriums and refinance schemes, and monetary 

financing of fiscal expenditures were initiated as key measures. As expected, in view of the fiscal 

constraints, direct financing of fiscal spending by the Central Bank of Sri Lanka (CBSL) increased 

sharply, as evidenced by the significant rise in its Treasury bill holdings (Figure 3a). Overall, the 

Sri Lankan economy has been flush with excess liquidity for much of 2020 onwards, with a notable 

decline in bank lending rates (Figure 3b). 

 

Figure 3: Monetary Policy Interventions 
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Notes: SLFR = Standing lending facility rate; AWPR = Average weighted prime lending rate. 

Source: Compiled from data available from the Central Bank of Sri Lanka. 

 

Given that the pass-through of monetary policy measures typically occurs with a lag effect, 

the CBSL has also been at pains to exert moral suasion on financial institutions to pass on interest 

rate reductions and debt moratoriums to affected businesses and households. However, given the 

nature of the COVID-19 deflationary shock, dampening consumption and investment demand as 

households and businesses face unprecedented levels of uncertainty, private sector credit growth 

pick has been slow to materialize (Figure 4). The key beneficiary of the low interest rate 

environment has been the government, with fiscal spending related borrowing rising sharply over 

the months. By end 2020, while credit growth to the private sector stood at a low 6.5%, it was a 

very high 55% for the government (Figure 4a).  
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Figure 4: Monetary Policy Outcomes 
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Source: Compiled from data available from the Central Bank of Sri Lanka and Department of Census and 

Statistics. 

 

The CBSL introduced a pre-set yield ceiling on government securities to nudge interest 

rates down to lower government borrowing costs. While low interest rates will help the 

government to better manage its interest payments on debt, they will also hurt a large majority of 

households that depend on fixed incomes. This will be especially so if inflation pressures pick up 

to erode the real value of their incomes (Figure 4b). 

 

With such large magnitudes of central bank financed spending – manifesting in excess 

liquidity and plummeting interest rates – there are concerns related to possible medium term 

inflationary consequences. In the COVID-19 environment however, despite excessive liquidity 

and plummeting interest rates, demand destruction can lead to a deflationary process. Beyond the 

short term though, there is a very real possibility that aggregate demand growth in the Sri Lankan 

economy will outpace the increases in aggregate supply, in an environment of more money chasing 

fewer goods and services. As of December 2020, money supply growth was at a relatively high 

23.47%, up sharply from the 8.3% at the beginning of the year. Therefore, though the impact of 

stimulus measures in the early phases may help to combat deflationary conditions, the possibility 

of a build-up of inflationary pressures in the medium term is very real. 

 

With such large magnitudes of central bank financed spending – manifesting in excess 

liquidity and plummeting interest rates – the typical concerns related to possible macroeconomic 

instability are understandably put aside in the COVID-19 environment. That is, the tolerance levels 

for fiscal laxity are much higher, at least in the immediate recovery phase, as countries aim to do 

everything possible to avert a sharp economic contraction, and keep businesses and livelihoods 

from collapsing. 
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2.3 Impacts on Trade, Investment and Implications for Foreign Capital Flows 

 

As expected, as despite the fiscal and monetary stimulus efforts, the fallout of the COVID-

19 impacts on trade and investment more generally, with particular sector-wise impacts on areas 

such as tourism and merchandise exports have been substantial (Table 2).    

 

Table 2: External Sector Impacts, 2018-2020 (calendar year) 

 

 USD million % Change 

 2018 2019 2020 2018 2019 2020 

Exports  11,890 11,940 10,077 4.7 0.4 -15.6 

  Garments 4,960 5,205 3,939 4.7 4.9 -24.3 

  Tea 1,428 1,346 1,240 -6.6 5.7 -7.8 

Remittances 7,015 6,717 7,104 -2.1 -4.3 5.8 

Tourism 4,381 3,607 957 11.6 -18.0 -73.5 

Gross capital flows       

  FDIa 1,652 793 548    

  Govt securities 706 596 120    

  Long-term loans 2,328 1,573 1,882    

  ISBsb 2,500 4,400 -    

Net capital flows       

  Govt securities -990 -334 -553    

  CSEc -55 -35 -225    
Notes: a: Estimates, up to first nine months only; b: ISB=International Sovereign Bond; C: CSE=Colombo 

Stock Exchange. 

Sources: Central Bank of Sri Lanka, External Sector Performance, various issues. 

 

Sri Lanka’s overall export performance over the last decade has been disappointing with 

the export share of GDP at a relatively low 14% of GDP in 2019 (Figure 5a). The over 

concentration on non-tradable related economic activities in the country’s post-war development 

effort failed to promote a sustained export earnings drive. Indeed, Sri Lanka’s share of world 

exports as a result has remained at a low 0.06% without registering any notable breakthrough. As 

the COVID-19 struck, export earnings hit its lowest in April 2020, before registering a gradual 

recovery (Figure 5b). 
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Figure 5: Merchandise Export Performance 
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Sources: Central Bank of Sri Lanka, Annual Report and External Sector Performance, various issues; IMF, 

Direction of Trade Statistics database. 

 

The overall contraction in merchandise export earnings in has been nearly 16%, with Sri 

Lanka’s largest export product, garments accounting for 44% of total merchandise exports, seeing 

a sharper drop in earnings. Earnings bottomed out in July 2020 and began to recover on the back 

of renewed orders for alternative products such as personal protective equipment for COVID-19 

as Sri Lanka’s early success in containing the pandemic saw orders diverted from elsewhere in the 

region. Indeed, the second wave of COVID-19 was first detected in one of the country’s premier 

garment manufacturing firms and spread swiftly there onwards. A sustained recovery will also 

hinge on the performance of key garments export markets in Europe and the USA.  

 

Historically, the garment industry has remained a low-skilled, labour intensive industry, 

with the majority of the clothing industry workforce consisting of young women with relatively 

low skills. Sri Lanka’s garments industry is estimated to provide direct and indirect employment 

of around 300,000 and 600,000, respectively, with women accounting for around 75% of the 

industry workforce.4 As such, a prolonged downturn has significant socio-economic implications 

for the vulnerable working population across the country.  

 

Sri Lanka’s second largest export earner, tea which accounts for another 11% of total 

merchandise exports, faired relatively better. In large part this was owing to the factor that the 

country’s tea estate sector was to a great extent insulated from the virus infections. Even during 

lockdown measures estate workers were permitted to continue working, minimizing the 

disruptions to labour supply. Other measures such as the introduction of e-auctions helped to keep 

 

4 Perera (2019).  
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trade channels open. Keeping export channels open for the country’s tea estate sector is important. 

The sector as a whole has high poverty rates, 8.8% compared to 4.3% in rural and 1.9% in urban 

sectors,5 with high prevalence of malnutrition (30% underweight and 32% stunting) among the 

estate population. Like garments, it is also a highly labour-intensive industry, dominated by female 

workers who are estimated to make up nearly 65% of the plantation sector labour force.  

 

Overall though, Sri Lanka’s very limited interconnectedness with regional and/or global 

supply networks meant that there was no large scale impact on its production processes as a result 

of typical supply chain disruptions related to parts and components. Rather, backward linkages in 

terms of export market recovery from COVID-19 impacts will be a key driver of future 

performance in key products such as garments. In total, the EU and USA accounted for 29.8% and 

26.3% respectively, of total export market share in 2019.6 These destinations account for the bulk 

of Sri Lankan garment exports, with the USA at 44% and the EU at 41%.   

 

Not surprisingly, reflecting the lackluster export performance over time, related inflows of 

foreign direct investment (FDI) have also been weak (Figure 6a). This is despite the main 

stumbling block to enhanced FDI flows – i.e., economic risks arising from a prolonged domestic 

conflict – being removed in 2009. Any inflows that did come in veered towards infrastructure and 

related investments in real estate with limited productivity enhancing inflows to manufacturing 

and services (Figure 6b). 

 

Figure 6: FDI Trends, 2013-2019 
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Source: Central Bank of Sri Lanka, Annual Report (various years). 

 

The dominance of FDI into infrastructure is to be expected given Sri Lanka’s post-war 

reliance on investments in infrastructure for growth. This trend began to heighten with the entry 

of China as a growing source of FDI for Sri Lanka from 2014 (Figure 4b). With India too being a 

 

5 Department of Census and Statistics (2017).  
6 Central Bank of Sri Lanka (2020). 
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steady source of FDI, Sri Lanka’s ability to turn around the notable contraction in FDI following 

the COVID-19 crisis, will depend critically on developments in the Asian region. Given the faster 

than expected recovery of the Chinese economy, aligned to one of its major FDI investments in 

Sri Lanka – the Colombo Port City – which signed its first FDI project worth USD 1 billion in 

December 2020, the outlook remains relatively positive. Nonetheless, a key concern will be that 

despite a recovery in FDI inflows, these are being channeled to less desirable non-tradable sectors 

such as real estate, mixed development projects and infrastructure, with implications for an 

inclusive and sustained growth recovery. 

 

Earnings from remittance inflows – Sri Lanka’s second largest source of foreign exchange 

after merchandise exports – also suffered a setback, albeit on a much more limited scale. 

Accounting for approximately 8% of GDP, remittance inflows are key source to narrow the 

country’s current account deficit. After an initial contraction in inflows as migrants in host 

countries struggled to access their normal remittance channels, inflows picked up gradually. The 

latter is likely owing to more remittances being sent to families back home as a typical coping 

mechanism. The increase may also be explained by loss of employment that leads migrant workers 

to remit their savings back home.  

 

Table 3: Foreign Employment Departures, 2019 Figure 7: Foreign Employment Destinations, 

2019 

 

 

Saudi Arabia
18%

Qatar

20%

Kuwait
21%

UAE
16%

Other

25%

 
 

 

Source: Central Bank of Sri Lanka, Annual Report 2019. 

It is unlikely that migrant foreign employment will pick up to levels observed in the pre-COVID-

19 era any time in the near future with continuing restrictions on movements across borders, slow 

recovery in economic activities in most parts of the world, etc. As a result, those migrants that 

have already lost employment will struggle, while those seeking fresh opportunities are unlikely 

 Number % 

share 

  

By Gender     

  Male 122,201 60.1   

  Female 80,985 39.9   

By Occupation      

  Professional 9,860 4.9   

  Middle level 5,725 2.8   

  Clerical and related 9,163 4.5   

  Skilled labour 62,719 30.9   

  Semi-skilled labour 2,950 1.5   

  Unskilled labour 51,200 25.2   

  Housemaid 61,569 30.3   

Total 203,186 

 

100 
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to be obtain foreign employment. In countries like Sri Lanka, the most adversely affected are those 

from poorer socio-economic groups with its migrant population profile skewed heavily towards 

women, a large majority of whom are also unskilled migrants (Table 3). As a result, the domestic 

labour market – already seeing higher numbers of unemployed – will struggle to absorb returnee 

migrant workers seeking alternative employment. The burden can be heavy for a country like Sri 

Lanka with an estimated stock of 1.8 million workers overseas while the total domestic labour 

force stands at 8 million. In fact, it is estimated that one in every 11 households in Sri Lanka 

receives international remittances, and that the average monthly remittance is approximately USD 

200.7  

  

Additionally, with much of the country’s migrants to be found in the Middle East region 

as seen in Figure 7, where migrant rights such as employment contracts, access to good living 

conditions and health services are relatively weak, the loss of lives owing to COVID-19 and 

disruptions have been significant. Sri Lanka has also struggled to repatriate large numbers of its 

migrant population back home owing to many being infected with COVID-19 and requiring access 

to scarce hospital and quarantine facilities in the country.      

 

The other key foreign exchange earning sector that is being severely hampered by COVID-

19 is Sri Lanka’s tourism sector. Tourism was one of the country’s more successful post-war 

growth industries, but its steady progress was derailed by the unexpected April 2019 terror attack 

that claimed more than 250 lives and left countless more injured. As a result, the tourism sector 

was already a recipient of a significant relief package, including a debt moratorium, and tax 

concessions. With the sector providing direct employment to more than 175,000 and a further 

230,000 of indirect employment in 2019,8 the socio-economic impacts are significant. Tourism 

sector recovery is expected to be a prolonged process given uncertainties related to the pandemic, 

and as such, displacement of livelihoods and jobs for many in the sector could well become a 

permanent feature.  

 

To minimize these disruptions, Sri Lanka opted to open up to tourism in small batches, 

within a targeted set of guidelines, from January 2021. However, given the limitations on the 

numbers of tourists, imposed by the necessity to carry out precautionary quarantine and other 

health checks, the industry as a whole – where arrivals contracted by (-)75% in 2020 – is 

expected to suffer a significant setback for much of 2021 as well. 

 

The overall impact on key foreign exchange earning sectors of the Sri Lankan economy 

has left it heavily exposed to global capital market shocks arising from COVID-19. As evident 

 

7 Weeraratne (2019). 

8 Central Bank of Sri Lanka (2020).  
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from Table 2, other forms of foreign capital inflows such as long-term loans to the government too 

declined sharply in 2020, with a net outflow of foreign investors from government securities 

totaling USD 553 million and from the Colombo Stock Exchange (CSE) to the tune of USD 225 

million. External sector pressures have been exacerbated by Sri Lanka’s past reliance on debt 

financed development that has left the economy with a large and costly outstanding foreign debt 

stock, the interest and principal of which needs to be serviced if the country is to retain its credit 

worthiness. In 2019, the country’s debt service ratio stood at a high 29.7%.9 

 

2.4 International Capital Market Shocks and Debt Sustainability 

 

Sri Lanka has accumulated a high cost and high risk debt composition in the form of 

elevated exposure to commercial foreign debt. As at end 2019, commercial and non-concessional 

loans made up 57% of total foreign debt, with 43% accounted for by international sovereign bonds 

(ISBs), accounting for 18% of GDP.10 In the face of a shock such as COVID-19, the transmission 

is predictable: access to international capital markets dry up, domestic borrowings add to fiscal 

and broader macroeconomic uncertainties, and together, the cost of foreign borrowing escalates as 

the country undergoes sovereign credit rating downgrades. Not surprisingly, Sri Lanka did poorly 

in financial stress rankings as the scale of the COVID-19 crisis began to be felt; for instance, by 

early May 2020, Sri Lanka came in at a low 61 out of 66 emerging economies on the strength of 

four key indicators – public and foreign debt, cost of borrowing and reserve cover.11 

 

Figure 8: ISB Secondary Market Yield Rates Table 4: Sovereign Rating 
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Notes: ISBs include ten-year tenure USD 1 billion with coupon rate of 6.25% maturing in 2020, USD 1.5 

billion with coupon rate of 6.85% maturing in 2025 and USD 1.5 billion with coupon rate of 7.55% 

maturing in 2030.   

Source: Illustrated from data available from the Central Bank of Sri Lanka. 

 

9 Ibid. 
10 Ibid. 
11 The Economist (2020). 

 

Agency Rating Outlook Date 

S&P CCC+ Stable Dec 2020 

Fitch CCC N/A Nov 2020 

Moody’s Caa1 Stable Sep 2020 

S&P B- Stable May 2020 

Fitch B- Negative Apr 2020 

Moody’s B2 Review Apr 2020 

S&P B Negative Jan 2020 
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The pandemic struck as the country enters a critical debt cycle, with foreign debt 

settlements averaging USD 3.5-4.0 billion per annum over the next few years. However, Sri 

Lanka’s stock of official reserves – amounting to USD 5.7 billion at end 2020 – is grossly 

inadequate to meet the debt repayments, without resorting to costly rollover. Foreign exchange 

constraints are also exerting depreciating pressure on the Sri Lankan rupee (Figure 9). 

 

Figure 9: Foreign Debt and Official Reserve Cover 
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Notes: DSR = Debt service ratio (debt service as share of exports of goods and services). 

Source: Illustrated from data available from the Central Bank of Sri Lanka and Department of External 

Resources, Performance Report (various years).  

 

As immediate steps to manage external repayment obligations, Sri Lanka obtained a USD 

500 million loan from the China Development Bank (CDB) and in March 2020, and in April, 

requested the Reserve Bank of India (RBI) to extend a USD 400 million swap arrangement under 

the South Asian Association for Regional Cooperation (SAARC) framework which was obtained 

in July 2020. Sri Lanka’s request in April 2020 to the IMF under its Rapid Financing Instrument 

(RFI) window is in doubt, pending clarity on fiscal and government budgetary positions. In June 

2020, Sri Lanka sought a USD 500 million foreign currency term financing facility (FTFF) as it 

readied to settle a USD 1 billion ISB maturing in October 2020. In the absence of its finalisation, 

in July 2020, the CBSL entered into an overnight Repurchase (Repo) facility to ease dollar liquidity 

by pledging USD 1 billion of reserves.  

 

Additionally, currency swap arrangements from India (USD 1 billion) and China (USD 1.5 

billion) were sought once again, with the latter approved in March 2021. In May 2021, Sri Lanka 

also approached the Bangladesh Bank for another USD 200 million swap facility. While Sri Lanka 

is expected to meet all its foreign debt settlements owed in 2021, continuing pressure on the 

external front from future debt settlements will continue. In the interim, the Sri Lankan rupee 

continued to depreciate sharply (see Figure 9b). 
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3. Impact on Socio-economic Outcomes and SDG Targets 

Wide-scale disruptions to economic activities will heighten existing vulnerabilities of 

populations groups across most countries. In the case of Sri Lanka, large numbers of workers in 

informal employment and reliant on daily wages raises concerns about their socio-economic 

wellbeing. Despite successes in addressing poverty, and laudable achievements in education and 

health outcomes as captured in its human development indicators, Sri Lanka has to remain vigilant 

on tackling absolute poverty, high numbers of poor above poverty thresholds and growing 

inequality.      

3.1 Labour Market Impacts and Inadequate Social Protection 

` The COVID-19 related economic fallout is felt most acutely in the labour market. In the 

case of Sri Lanka, according to a rapid response survey of 100 firms employing 125,000 people 

by the Employers Federation of Ceylon (EFC), the COVID-19 pandemic in its initial phase 

triggered triple shocks of cash flow, investments cuts and job losses in the private sector.12 Most 

concerningly, with a high proportion of workers in the informal sector, many of whom are 

temporary and casual workers dependent on daily wages, the economic shock of loss of livelihoods 

is much greater. As expected, unemployment rates rose in the first half of 2020, albeit with a higher 

rate recorded in the first quarter, well before the full extent of COVID-19 had been felt (Figure 

10). Women tended to fare worse, with historically higher rates of unemployment than men, at any 

given point of time. Sri Lanka’s labour force survey (LFS) also suggests that only one out of every 

five households own either a desktop or a laptop computer, limiting the ability of its labour force 

to work from home.13 

 

12 Employers Federation of Ceylon (2020). 
13 Jayawardena (2020b).   
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Figure 10: Unemployment, 2018-2020  Table 5: Employment Status 2019 
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The inequities were clearly evident as disproportionate numbers of Sri Lankan garment 

manufacturing workers – largely made up of females – were impacted in the second wave of 

COVID-19 infections from October 2020. The infections first sprang from one of the country’s 

largest garment exporting firms, with a reputation for maintaining ethical work conditions as 

required for large international players in a highly competitive industry. However, close contacts 

of large groups within a factory environment and housing conditions saw the swift spread of 

COVID-19 amongst such lesser skilled labour market segments. As infections spread, garment 

sector workers were also subject to unfair ostracization in the local communities.  

An e-survey on employment and private sector businesses by the Department of Labour to 

assess some initial impacts found 53% of responding establishments to have closed their 

businesses, with 44% in partial operation, whilst only 3% of the total responded establishments 

were functioning with full capacity.14 Many respondents claimed not being able to pay salaries, 

with the government stepping in to allow reduced payments of salaries to private sector employees 

as an interim measure. Sri Lanka’s micro and small and medium enterprises (MSMEs) experienced 

a revenue loss of 56.8% with employment falling by 62.4% during the lockdown period (March-

May 2020).15 Here too, women tend to be disproportionately impacted. For instance, women 

owned MSMEs were found to be less likely to have access to formal financial institutions 

compared to their male counterparts.16 

 

14 Wimalaweera (2020).  
15 Department of Census and Statistics. (2020).  

16 International Finance Corporation (2020). 

Employment 

Status 

No. of 

Workers 

Informal 

Employment 

Public sector   1,158,474   79,646  

Private sector   2,819,493   1,692,098  

Permanent  1,092,787   140,233  

Temporary/casual  1,726,707   1,551,865  

No permanent 

employer 

 655,055   655,055  

Employer  2,586,135   2,389,485  

Self employed  574,814   574,814  

Unpaid family 

workers 

 221,194   128,394  

Total  8,015,165   5,519,492  

 Source: Department of Census and Statistics, 

Quarterly Labour Force Survey. 

 

Source: Jayawardena (2020b).  
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   Of equal concern at the large numbers of workers in informal employment. Total informal 

employment in Sri Lanka is estimated at around 68% (5.5 million workers), which includes 2.4 

million self-employed people, 1.5 million temporary/casual employees and 0.7 million employees 

who do not have a permanent employer (Table 5). These workers have little or no job security, and 

access to social safety nets. In fact, it is found that 88% of the country’s temporary workers are 

not covered by either a pension scheme or the Employees’ Provident Fund (EPF).17  

These large numbers of vulnerable workers suffer from inadequate social protection cover. 

According to Jayawardena (2020), only 29% of Sri Lanka’s workforce is covered by social 

protection. This mainly includes all public sector employees and the majority of private sector 

permanent employees. Thus, during economic shocks such as COVID-19, such vulnerable workers 

tend to depend overwhelmingly on government assistance as coping mechanisms. One of the key 

policy measures implemented by Sri Lanka was to provide a monthly allowance of US 28 to low-

income families and other vulnerable groups, including the older persons and persons with 

disabilities from low-income strata, and individuals whose livelihoods are affected by the 

pandemic. The scheme was initially implemented for two months.  

Whilst it implied a horizontal and vertical expansion by way of scaled-up coverage 

compared to the pre COVID-19 levels, minimizing any exclusion errors to some extent, there were 

implementation gaps.18 These included the exclusion of eligible families and duplication of 

payments. In addition, in the absence of unique identification systems in place to facilitate digital 

payments, there were significant inefficiencies in implementation, particularly related to gathering 

of large crowds that raise risks further during health pandemics such as COVID-19. 

3.2 Poverty and Equity Impacts of COVID-19 

Sri Lanka has made significant strides in bringing down its absolute poverty levels, as per 

its national poverty headcount (PHC) ratio. Accordingly, based on the Household Income and 

Expenditure Surveys (HIESs) conducted by the Department of Census and Statistics (DCS), 

income poverty is estimated to have reduced to 4.1% (840,000 poor people) in 2016, from 6.7% 

in 2012/13 (Figure 10). However, a mere 20% increase in the poverty line is estimated to increase 

the number of poor to over 1.8 million, indicative of a considerable number of vulnerable people 

just above the poverty line.19 Thus, taking a broader view on multidimensional poverty in the Sri 

Lankan context, around 1.9% of the population (around 400,000 persons) are captured, with an 

additional 9.6% of the population (nearly 2 million people) identified as in near-multidimensional 

poverty.20 

 

17 Ibid. 
18 Tilakaratna (2020).  
19 Ibid. 
20 Ibid. 
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Of equal concern is the spectre of growing inequality in the country. Despite the sharp 

reduction in absolute poverty over the decades,21 the share of household income accruing to the 

poorest and richest households has hardly changed (Figure 11). The income share of the poorest 

40% of households has remained at under 7%, while the income share of the richest 20% of 

households has remained at more than 50%. Indeed, ensuring that income growth of the bottom 

40% of the population is at a rate higher than the national average is a key goal of the 2030 Agenda. 

Figure 11: Poverty and Inequality   Figure 12: Employment Status by Gender  
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World Bank estimates suggest an additional 500,000 people will fall into poverty in Sri 

Lanka as a result of COVID-19.22 While Sri Lanka has over time, bridged its urban-rural poverty 

gaps, pandemics like COVID-19 highlight the pockets of vulnerability that continue to exist. For 

instance, congested urban slum settlements are hotspots of COVID-19, disproportionately 

impacting the urban poor. Sri Lanka’s capital city, Colombo, saw the emergence of two such major 

clusters where close living quarters, inadequate sanitation facilities, etc. facilitate the spread of 

disease. For many countries, building back better will require more acute attention to urban 

planning and sustainable development efforts to curtail the recurrence of such vulnerable pockets 

of poverty and inequality. 

Such vulnerabilities are also exacerbated in the context of a country that is seeing a rapid 

ageing of its population. Sri Lanka’s 60+ population that stood at 14% in 2015 projected to increase 

to 21.2% by 2030 – well beyond its peer per capita income group. As a result, Sri Lanka remains 

 

21 Although national survey estimates up to 2009 do not cover the entire country, these are used as more than 87% of 

the population is covered in the surveys. 

22 World Bank (2021).  

 

Source: Madurawala (2020).  

 

Source: Nanayakkara (2018).  
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exposed to the possibility of a further widening of inequality. With a shrinking labour force, a 

productivity-driven structural transformation out of agriculture and into modern manufacturing 

and services suggests that those equipped with higher skills will benefit. These trends, unless 

carefully managed, can lead to further widening of income inequality over time.  

Already, the aftershocks of the COVID-19 indicate that existing inequities, if allowed to 

persist in the pandemic recovery phase, can become more entrenched. As previously noted, only 

one out of every five households (23%) owns either a desktop or a laptop computer in Sri Lanka. 

This not only limits the ability of a vast majority to work from home, but limits access to alternative 

means of education offered to students during COVID-19. While 86.3% of Sri Lankan households 

own a television, and 88.2% own a mobile phone, the proportion of the population using internet 

is only 30.3% in the country.23 Sri Lankan women lag slightly in digital literacy – defined as the 

ability to use a computer, laptop, tablet, or smartphone on their own – at 38.7% compared to 46.5% 

for men.24 

Women and girls are also disproportionately impacted by the COVID-19 health pandemic. 

Not only are they significantly more vulnerable to health risks owing to an overwhelming presence 

in sectors such as health care, but in some instances, they are also more vulnerable to job 

disruptions resulting from COVID-19. In Sri Lanka’s case, for instance, key sectors that have been 

widely disrupted like garment exports and foreign employment are female dominated activities as 

previously noted. The loss of income because of the COVID-19 lockdown has made women more 

vulnerable to abuse and increased violence against women as reported in Sri Lanka during the 

COVID-19 lockdown.25  

There is also a high degree of female informality in Sri Lanka’s labour market, both 

working in the informal sector and doing informal jobs. As of 2018, 51.3% of employed females 

were to be found in the informal sector, with 61.8% of employed females doing informal jobs.26 

Further, women represent 77% of the contributing family worker employment category, whereby 

they are mainly engaged in informal employment in informal sector enterprises (Figure 12). 

Women are thus highly vulnerable to economic crises like COVID-19, whilst also having to take 

on additional burden of household and care work. Even in normal times, Sri Lankan women are 

found to do four hours more of housework and care work per day than men as per a time use survey 

carried out by the DCS in 2017.27   

 

 

23 Arunatilake (2020).  
24 Department of Census and Statistics. (2019).  

25 Inter Press Service (2020).  
26 Madurawala (2020).  
27 Ibid. 
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3.3 Implications on Meeting SDG Targets 

The three interlinked dimensions of SDGs – economic, social, and environmental – are 

likely to be widely impacted by the socio-economic impacts of the COVID-19 pandemic. With 

thinly stretched health resources, precarious jobs, and limited social security, most developing 

countries face elevated threats of rising poverty. While Sri Lanka’s national policy priorities are 

argued to be closely aligned to its SDG targets, data deficiencies and gaps make monitoring and 

assessment a difficult task.28 The rest of this section highlights some of the policy options to 

mitigate the impacts for Sri Lanka with regards to selected, key SDG goals.  

Goal 1 – No Poverty: For Sri Lanka, as previously highlighted, the past successes in 

lowering poverty rates across the country will become more challenging given the presence of 

highly vulnerable near-poor segments of population that can easily slip back into poverty in the 

aftermath of the COVID-19 economic shock. Already, Sri Lanka’s progression in July 2019 to an 

upper middle-income country (UMIC) status as per the World Bank classification reversed a mere 

year later as per capita income growth stalled in the wake of slow economic growth subsequently. 

Thus, the threat of people slipping back into poverty is significantly elevated in the aftermath of 

the COVID-19 pandemic. Establishing effective social protection and social safety nets needs to 

receive higher priority to deal with the fallout, and better targeted programmes to reach lagging 

sectors such as the country’s estate population and pockets of rural poverty are essential to ensure 

continued successes in tackling poverty. 

Goal 2 – Zero Hunger: Another vital impact of COVID-19 on SDGs for Sri Lanka relates 

to those goals dealing with hunger and malnutrition. While early disruptions to food supply chains 

saw food price inflation rise sharply, price pressures began to moderate as food transport and 

delivery systems improved (Figure 13). Agricultural production remained largely undisrupted 

through the crisis,29 with the government proactively promoting domestic production of food crops 

as substitutes for imports under its ‘Saubhagyaye Dekma’ policy statement.30  

Sri Lanka’s current food system is predominantly dependent on locally produced food 

(79%), yet it depends on imports for many essential food products (Table 6). Existing 

inefficiencies in Sri Lanka’s food supply chains – e.g. high price fluctuations, high margins for 

marketing of produce/harvest, lack of integration among the supply chain actors, and heavy post-

harvest losses – are impacting food availability, access and incomes, leading to food insecurity.31 

Sri Lanka’s hunger status is classified as ‘moderate’ by the Global Hunger Index (GHI) in 2020, 

with a ranking of 64 out of 107 countries.32   

 

28 Tilakaratna, G. and C. Sooriyamudalil (2019)  
29 Hadad-Zervos (2020).  
30 http://www.doc.gov.lk/images/pdf/NationalPolicyframeworkEN/FinalDovVer02-English.pdf 
31 Thibbotuwawa (2020). 
32 https://www.globalhungerindex.org/ranking.html 

https://www.globalhungerindex.org/ranking.html
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Figure 13: Food Inflation, 2019-2021   Table 6: Food Balance Sheet, 2015-2018 
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Not surprisingly, inefficiencies in the country’s food system are partly responsible for the 

persistence of malnutrition in Sri Lanka, despite broad progress across most socio-economic 

indicators. For instance, Jayawardena (2020) finds that more than 20% of children and nearly 

15.7% babies born were underweight according to the latest available Demographic and Health 

Survey (DHS) 2016.33 Further, 20.5% of children below the age of 5 were also found to be 

underweight in 2016, highlighting Sri Lanka’s continuing failure to meet one of its key Millennium 

Development Goal (MDG) targets of halving this to 14.9% by 2015.34   

Sri Lanka’s rural agricultural sector is also prone to accommodating a sizeable share of the 

country’s poor. A large cohort of the poorest people in the country are to be found among those 

living in households headed by ‘agricultural or non-agricultural labourers’ and ‘skilled agricultural 

workers’.35 Thus, renewed efforts to focus on the country’s agricultural and rural economic sectors 

in the COVID-19 era is to be commended, keeping the overall objectives of equitable and inclusive 

growth in mind.  

 

33 Jayawardena (2020a). 
34 Ibid. 

35 Nanayakkara (2017).  

 
 

 

 Net Total Supply 

(1,000 MT) 

Domestic 

Share 

(%) 

Cereals 4,373 65 

Vegetables 3,312 91 

Fruits 1,170 95 

Milk products 875 46 

Oil crops 750 129 

Sugar crops 709 100 

Sugar 699 17 

Fish and seafood 673 87 

Starchy roots 662 75 

Other 1,311  

 

 
Source: Thibbotuwawa (2020).  Source: Department of Census and Statistics. 
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Goal 3 – Good Health and Wellbeing: While Sri Lanka leads its regional peers in health 

and education outcomes, thanks to historical universal free access, future preparedness to meet the 

threat of health pandemics will stretch already constrained public finances. Public spending on 

health and education has lagged behind as a share of GDP (Figure 14). As an ageing population, 

Sri Lanka’s health risk profile is heavily tilted to the spread of non-communicable diseases (NCDs) 

and will require continued public investment for affordable health services.  

Figure 14: Social Sector Spending, 2006-2019 Figure 15: Female LFPR, 2010-2019 
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With the threat of pandemics such as COVID-19 very likely to be future occurrences as 

well, programmes to achieve universal health coverage will receive more attention in the coming 

years. Despite a commendable free public health care system in Sri Lanka, more than a half of 

health care costs are met through private spending. Efforts to ensure quality and affordable health 

care for all will require new thinking and fresh strategies, given the mounting demands on public 

spending.  

Goal 4 – Quality Education: More public investment in education too is a must to upgrade 

skills and learning in science, technology, English and mathematics (STEM) for labour 

productivity driven growth that will deliver better jobs and incomes for a more inclusive growth 

process. Sri Lanka has a low share of workers with tertiary level education. Of the 15+ aged 

population, only around 3.5% hold a degree or above qualification. Of the annual university pass-

outs (26,000 as undergraduates and 10,000 with post-graduate qualifications), only a limited per 

cent is following science (12.1 per cent), computer science (4.4 per cent), engineering (6.6 per 

cent) and other technology related subjects.36 In a post-COVID-19 environment, with online 

engagements in delivering education, investments in technology and related skills become even 

more important. If such investments lag, inequities in access to good education can hinder progress 

 

36 Arunatilake (2019). 
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on SDGs. Already, concerns on the quality of education is a dominant feature, with unequal access 

to vital subjects such as science – for instance, less than 10% of Sri Lankan schools have facilities 

for the uptake of science as a subject up to grade 13, with most to be found in urban areas.37 

Goal 5: Gender Equality: Sri Lanka has achieved reasonable levels of gender parity in 

health and education outcomes, but it continues to face challenges of translating these gains into 

creating more equitable economic opportunities for women. Female labour force participation 

(FLFP) remains very low, hovering at only around 35%, which is less than half of that of males 

(see Figure 15). The relationship between education and FLFP in Sri Lanka, as expected, increases 

among highly skilled females, with those with university degrees being equivalent to their male 

counterparts.38 Equity outcomes are difficult to achieve unless women are empowered in the long 

run, through productive employment. With female-headed households accounting for more than 

24% of all households, low FLFP means that they can be more prone to poverty and 

marginalization (GOSL, 2018).39 And, as previously noted, such conditions can lead to greater 

exploitation and violence against women and girls.  

The gender aspect to widening disparities needs a careful watch in the case of Sri Lanka as 

the country looks to recover from the COVID-19 pandemic. With a concentration of women in 

lower growth sectors and lower paying roles – such as the garments industry, tea estates and 

domestic migrant workers – encouraging greater representation of women in higher skilled jobs in 

the labour market requires proactive and focused measures. These include programmes to support 

the economic empowerment of rural women, encouraging girls to enter technological fields to 

improve employment opportunities, introduction of flexible work hours and child care 

arrangements, amongst others.  

Goal 6: Clean Water and Sanitation: Health pandemics such as COVID-19 bring to the 

forefront the importance of access to basic hygienic facilities and resources such as clean water 

and sanitation. Sri Lanka has a reasonably sound record in ensuring that around 88.8% of 

households had access to safe drinking water as of the most recent HIES conducted in 2016, with 

reasonably good coverage throughout the country.40 On the provision of sanitation facilities too, 

Sri Lanka’s achievements are significant, with 87% of the population able to access onsite 

facilities. It is unlikely that schemes to improve on these will suffer any notable setbacks with the 

onset of COVID-19. Rather, renewed attention is likely to fall on related health problems such as 

chronic kidney disease (CKD) afflicting regions of the country where overuse of fertilizer and its 

harmful impacts on safe drinking water has been of growing concern. 

 

37 Government of Sri Lanka (2018). 
38 Arunatilake (2020).  
39 Government of Sri Lanka (2018).  
40 Ibid. 
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Goal 7: Affordable and Clean Energy: Sri Lanka has reached near universal coverage of 

domestic supply of electricity to its households.41 With fossil fuels contributing 56% and 

renewable energy sources for the other 44%, notable delays in implementing Sri Lanka’s long term 

generation expansion plan – which targets 100% renewable energy by 2050 – increases the 

possibility of even more reliance on fossil fuels in the future as stop gap emergency measures. 

With the renewable energy sector yet to scale up and achieve its potential and the natural gas sector 

slow to develop, the World Bank (2019) warns that the energy sector faces major challenges in 

sustained long-term viability, including in financing.42  

Goal 8: Decent Work and Economic Growth: Productive employment and decent work are 

cornerstones for achieving sustained long-term development. While Sri Lanka registers a relatively 

low and stable rate of unemployment at below 5%, there are significant labour market disparities 

by education, age and gender (Table 7). Youth unemployment is high as is unemployment amongst 

the more educated. Existing labour market trends towards more informality is likely to be 

sharpened in a post-COVID-19 environment as businesses and firms struggle to recover from the 

economic fallout. With a services-driven economy – with a 57% share of GDP and 47% share of 

employment – the economic fallout of COVID-19 overall, is considerable as services activity 

shrinks (Figure 16). Similarly, the industry sector too – accounting for more than 26% of GDP and 

nearly 28% of total employment – has experienced a sharp contraction. Revival of productive 

economic activities in these sectors are essential to provide decent work opportunities in the 

medium to long term.  

Table 7: Unemployment 2019 (%)  Figure 16: Sectoral Growth, 2018-2020    
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41 Ibid. 
42 World Bank (2019).  

All 4.8 

By gender  

  Male 3.3 

  Female 7.4 

By education  

  GCE (O/L) 6.5 

  GCE (A/L) 8.5 

By age   

  15-19 years 26.0 

  20-24 years 20.3 

  25-29 years 11.0 
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Goal 9: Industry, Innovation and Infrastructure: Generating job opportunities in the 

industrial sector is an important means of tackling poverty and inequality. In a post COVID-19 

era, labour markets may undergone significant long-term changes, with more flexible 

arrangements related to work from home, etc. In addition, business dependence on information 

and communication technology (ICT) infrastructure will also rise, as firms and companies move 

towards greater digitization, including e-commerce. To make a successful transition, not only 

should the workforce have the required skills, but ICT infrastructure should also be affordable and 

accessible. On both counts, Sri Lanka is ill-prepared; low levels of STEM education as well as 

inadequate ICT access are stumbling blocks. While embracing new technologies is critical for 

many developing countries, it is vital for Sri Lanka owing to its premature demographic transition 

where economic growth will be highly dependent on technological transformation if it is to be a 

sustained process in the long term.   

Goal 10: Reduced Inequality: Sri Lanka’s near-term focus on reviving economic growth 

too can sharpen existing preconditions of rising inequality. In the rush to revive economic growth 

in a post-COVID-19 era, and help ease Sri Lanka’s foreign exchange constraints, attracting FDI 

into construction and real estate sectors is gaining momentum. Indeed, the government’s Budget 

2021 targets a sharply increased level of public investment at 6.1% of GDP – up from 2.6% in 

2020 – to accelerate an investment-driven growth recovery. Whilst this seems to be a practical 

approach to revive a faltering economy, where GDP growth had declined progressively to 3% on 

average even before COVID-19, the implications on the inclusiveness of such a growth path is 

debatable. During the immediate pre and post-war period (2006-2014) when an impressive growth 

trajectory was driven primarily by construction related activities, there was a weakening of income 

distribution. The share of income accruing to the poorest 40% of the population began to ease 

down (see Figure 11). While Sri Lanka had made impressive development gains, its inward-

looking growth model based on non-tradable sectors and domestic demand amplified by public 

investment cannot be expected to lead to sustained inclusive growth going forward.43   

With an ageing population, the risks of widening inequities are higher. Vulnerabilities 

associated with older persons will rise, whilst a shrinking labour force means those with better 

skills will receive better rewards. At the same time, government finances will face more pressure 

as tax revenues shrink with a drop in the total numbers in employment, whilst there will be calls 

for higher spending on the elderly population. In response to inequities highlighted during the 

COVID-19 outbreak, more sustained efforts are underway to strengthen Sri Lanka’s social 

protection systems, with assistance from multilateral financial institutions (MFIs). Already, in 

response to COVID-19 developments, a pension scheme for Sri Lanka’s migrant workers is being 

set up by the relevant ministry. 

 

43 World Bank (2015).  
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Goal 11. Sustainable Cities and Communities: Despite Sri Lanka’s administrative 

definition indicating a relatively low urbanization rate of 20%, alternative definitions suggest that 

it is closer to around 45-50%.44 Overall, Sri Lanka has been fairly successful in providing adequate 

housing for its population, with more than 80% of the population living in permanent houses as 

per the last population census carried out in 2012. However, as previously noted, pockets of urban 

deprivation do exist, where health pandemics take root as was observed in the capital city of 

Colombo. Additionally, Sri Lanka is struggling with the problem of solid waste management in 

urban settings as its urban sprawl widens. More positively, it can be argued that the COVID-19 

experience provided valuable lessons for policymakers in planning for sustainable cities and 

communities more effectively in the future.   

One such key positive outcome – albeit a temporary phenomenon – of the COVID-19 

pandemic and its fallout was a significant improvement in air quality experienced by urban 

populations. With growing incomes and a rising vehicle fleet in Sri Lanka, problems associated 

with deteriorating air quality is a growing challenge in terms of both its health and environment 

consequence. This issue is receiving renewed attention as the government seeks alternative 

transport solutions in response to COVID-19 related social distancing requirements. Indeed, a 

swift solution in the form of a ‘park and ride’ scheme was introduced which augurs well for future 

strategies to support sustainable cities and communities.  

Goal 12 – Responsible Consumption and Production: Addressing pressing issues to stem 

post-harvest production losses and minimizing environment damage through adequate waste 

management systems should receive renewed attention in a post-COVID-19 policy landscape. 

Post-harvest losses are estimated to be as high as 40% for certain perishable agricultural products, 

and is a significant problem for many agricultural commodities in the case of Sri Lanka.45 Whilst 

the lessons of COVID-19 can help hasten the implementation of programmes such as the 

establishment of cold storage facilities etc. to minimize food losses, there is also a danger that 

more intensive agricultural production in search of national food self sufficiency can lead to a 

progressive deterioration of environment quality, unless specific policy attention paid to mitigate 

adverse impacts.     

Goal 13 – Climate Action: Sri Lanka remains increasingly exposed to climate related 

natural disasters. In 2017, it was one of the three most affected countries in terms of weather-

related loss events, ranking second highest on the Climate Risk Index which measures fatalities 

and economic losses occurring as a result of extreme weather.46 Given the cross-cutting nature of 

 

44 Weeraratne (2016).  
45 Government of Sri Lanka (2018).  
46 UNDRR (2019). 
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the impacts of climate change in heightening COVID-19 related vulnerabilities on food security, 

livelihoods, health, etc., adaptation action against climate change becomes even more important. 

However, it is more likely that policy attention will veer to addressing the more immediate 

COVID-19 related socio-economic impacts, and climate action will become relegated to the 

medium-term. The risks are heightened as Sri Lanka aims to move towards enhancing ‘national 

production’ of agriculture and other food items post COVID-19, which can have environmentally 

damaging consequences, if not addressed adequately. Additionally, efforts to fast-track an 

economic recovery through large scale infrastructure programmes have also led to fears of 

deforestation and other forms of irreversible damage to the environment.47 

For a resilient and sustainable post COVID-19 recovery, in addition to existing 

vulnerabilities to climate shocks such as floods and droughts which disproportionately impact the 

lives of the poor, the new threats need to be managed effectively. Some policy options being 

considered are to push ahead with cleaner energy, ban single use plastics, establish better waste 

management practices, etc. Additionally, efforts are underway to implement Sri Lanka’s National 

Action Plan on Climate Change to reduce risks and withstand shocks similar to COVID-19 in the 

future. 

 Goal 14 – Life Below Water: As in the case of climate change, concerted efforts to revive 

livelihoods post COVID-19 can have detrimental impacts on Sri Lanka’s marine and coastal 

resources. Over fishing, including bilateral conflicts that result, are increasing in Sri Lanka’s 

territorial waters. Efforts to revive tourism, much of it dependent on coastal activities, can also 

lead to greater coastal pollution, endanger marine organisms, etc. As a first step, Sri Lanka banned 

five types of single-use plastic products, including PET bottles, in March 2021.     

Goal 15 – Life on Land: Unplanned economic activities, urbanization pressures and weak 

enforcement of laws and regulations can lead to rapid deforestation and loss of biodiversity. Whilst 

large infrastructure connectivity projects related to provision of energy, road transport, etc. are 

necessary to support long term economic growth and development objectives, accelerated efforts 

towards such efforts can have far reaching consequences on sustainable development.  

Goal 16 – Peace and Justice, Strong Institutions: For a country that endured a three decades 

long conflict and an unprecedented terror attack in April 2019, despite a decade of non-violence, 

social and religious harmony remains elusive. And despite a strong democratic tradition, with 

regular changes of political parties in power, Sri Lanka also ranks poorly in global indices that 

attempt to capture the strength of a country’s institutions, with weak enforcement of the rule of 

law and corruption often highlighted as areas of weak governance. Whilst the country’s initial fight 

against COVID-19 received global plaudits, characterized by strong political leadership and 

 

47 Samaraweera (2021).  
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coordination, it was notable that the efforts were led through Task Forces rather than through 

established disaster coordination committees. Sri Lanka’s COVID-19 response also ratcheted up 

tensions with the government’s refusal to allow the burial of those who died of COVID-19, despite 

appeals by the Muslim community.      

4. Strategies and Policy Responses to Deal with the Socio-economic Fallout of the 

Pandemic 

The Sri Lankan government has undertaken and implemented various policy measures to 

tackle the pandemic and ensure recovery from the current crisis, yet more needs to be done with 

limited fiscal space. Both domestic reform efforts as well as regional initiatives would be 

imperative to design an adequate response and trigger sustainable and resilient recovery from the 

pandemic. 

4.1. National Strategies to mitigate the socio-economic challenges 

While Sri Lanka has made efforts to provide an adequate fiscal and monetary policy 

stimulus to meet COVID-19 related health and economic needs to the extent possible, these have 

been fairly limited owing to tight fiscal and debt constraints as discussed previously. Budgetary 

estimates presented in October 2020 for 2021 indicate continuing stresses on the government’s 

fiscal position, with revenues estimated to decline to a low of 11.4% of GDP, with an overall 

deficit close to 9% of GDP. These estimates too are subject to significant revisions as Sri Lanka’s 

second wave of COVID-19 infections which began in October 2020 is exerting downward pressure 

on economic activities, with an early V-shaped growth projection of around 5% for 2021, 

subsequently revised down to around 3.5%.  

Table 8: Fiscal Estimates, 2020-2021 

 % change % of GDP 

  2020 2021 

Total revenue 27.8 9.9 11.4 

   Tax revenue 27.0 8.5 9.8 

Recurrent expenditures 3.6 15.3 14.4 

Public investment 155.4 2.6 6.1 

Overall fiscal deficit 23.6 -7.9 -8.9 

   Foreign financing -144.0 -1.4 0.6 

   Domestic financing -1.7 9.3 8.3 

Source: Ministry of Finance, Budget Speech 2021. Colombo: Ministry of Finance. 

Clearly though, despite pressures on public finances, some important policy reforms are 

necessary to insulate vulnerabilities from similar pandemic outbreaks and other shocks in the 

future. These include both domestic reform efforts, including through mainstreaming gender-

responsive recovery strategies as well as regional initiatives.  
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One of the most vital areas for urgent policy attention relates to the provision of adequate 

social protection coverage. Given quite substantive pre-existing targeting errors in the Samurdhi 

national poverty alleviation programme, it was inevitable that these would be carried over to the 

COVID-19 household cash transfer programme. Indeed, it has been estimated that such inclusion 

and exclusion errors can see 34% of eligible households being excluded from receiving the relief, 

while 38% of households will receive transfers more than once.48 

The recommended strategies to strengthen social protection programmes in Sri Lanka 

include the shift to an integrated social protection system with a centralised beneficiary registry to 

overcome overlaps and duplication.49 Additionally, a universal social protection programme is 

recommended to overcome some of the issues related inadequate coverage. Such a programme can 

also be more efficient, as the administrative costs incurred will be minimised. A key initiative will 

be to move towards digitization, following the example of India’s Aadhaar unique identity system 

that helps to not only improve targeting, but also safeguards recipients during health pandemics 

by removing the need for person-to-person contacts.  

Moves towards digitization across the economy more broadly lie at the heart of efforts to 

build back better. Businesses, including MSMEs will be better placed to mitigate similar shocks 

in the future if they embrace digitization processes and strategies, including platforms that enable 

more flexible work arrangements. For governments too, much is to be gained from digitization 

efforts to facilitate trade, welfare or provision of basic public services. For these efforts to generate 

inclusive and equitable outcomes, affordable access to ICT infrastructure, bridging the digital 

divide through closing gender gaps and a population with the necessary skills to make use of such 

initiatives are important elements.  

Sri Lanka has placed renewed emphasis to this end in its national policy framework, giving 

emphasis to achieving a ‘technology-based society’.50 Strengthening STEM subjects in the 

education curricula, technology related skills development in the workforce, etc. are some of the 

key areas receiving renewed attention. Such technological developments also hold out the promise 

of strengthening two other critical areas of vulnerability as exposed by COVID-19 – i.e., ensuring 

food security through stronger supply chain management capabilities and enhancing access to 

social safety nets through digital channels. A digital transformation post COVID-19, that ensures 

more business, agriculture, health and education services are delivered without leaving anyone 

behind will have far reaching consequences on equity and social justice objectives.   All such 

efforts require resources, be it human capital, funding or technical know-how. For many 

developing countries, the greatest challenge is fashioning strategies for a resilient and sustained 

recovery whilst ensuring that their macroeconomic fundamentals remain relatively robust.    

 

48 Arunatilake (2020).  
49 Tilakaratna (2020).  
50 Government of Sri Lanka (2020). 
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For Sri Lanka too, this is the key challenge; to find the means of financing additional 

government expenditures, while revenues shrink and public debt mounts. Here, more effective and 

targeted public spending strategies will be important complementary measures. The current 

strategy of direct financing of fiscal spending by the central bank, without undertaking to repay 

such fiscal costs in the future through higher taxes or spending cuts, has limits. Indeed, the CBSL 

is assisting fiscal authorities to manage their public debt by yield control measures to lower interest 

rates, blurring the lines between fiscal and monetary policy. The overall impact of such financial 

repressive outcomes, however, may be more harmful than beneficial in the longer run. Critically 

too, such monetary measures can have unintended consequences in fueling inflationary pressures 

as a recovery comes into effect, and aggregate demand begins to outpace aggregate supply.  

Whilst the tolerance levels for fiscal laxity is much higher in the battle to revive economies, 

and hard and fast rules for fiscal policy outcomes will be overlooked given the extraordinary 

challenges to revive economic activity and business and consumer confidence, questions on how 

to mobilise resources to finance large spending needs will require concrete medium term policy 

strategies. Here, regional cooperation and joint initiatives under SDG 17 (Partnerships to Achieve 

the Goals) will play an important role.  

4.2.Partnerships to Achieve SDG Goals and Potential of Regional Cooperation 

Regional mechanisms and partnerships become all the more important to manage cross-

border challenges like COVID-19 in the form of sharing information, providing mutually 

beneficial assistance or adopting common policy measures. Indeed, a crisis can often be the 

catalyst to breakdown down doors and encourage parties to come together, as evident from an 

initiative that connected the political leadership of South Asia at the onset of the pandemic in 

March 2020. Early initiatives saw regional cooperation in the distribution of medical supplies, 

essential foods, etc., as well as in the repatriation of nationals from one country to the other. More 

recently too, India has been a key supplier of the COVID-19 vaccine to its neighbours, including 

donations as a part of what has come to be referred to as ‘vaccine diplomacy’.  

Similarly, some of the not-often-spoken-about advantages of being in a regional grouping 

become apparent when countries face crises of one sort or another. A member of the South Asian 

Association for Regional Cooperation (SAARC) can approach the Reserve Bank of India (RBI) 

for a swap arrangement under its SAARC facility. In fact, Sri Lanka was perhaps one of the first 

SAARC member countries to do so and avail itself of USD 400 million in the face of growing 

foreign exchange pressures. Regional mechanisms can also be a useful tool to exert pressure for a 

global response to calls for debt relief and debt rescheduling by many developing countries. 

Regional partnerships are also vital for comprehensive rules-based fiscal stimulus mechanisms 

that preserve confidence and stability.  

Regional collaboration and partnerships also have an equally important role in setting a 

broader post COVID-19 economic policy agenda that will propel a resilient recovery, generate 
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decent jobs and support equitable outcomes. The outbreak of COVID-19 and efforts to mitigate 

the health and economic fallout will no doubt see a shift in national priorities for many countries 

of the South Asian region. For some like Sri Lanka, external sector pressures have lent support to 

a shift in economic policy thinking towards the adoption of a more inward policy stance. This has 

been accompanied by the imposition of import restrictions, restrictions on capital outflows, etc., 

albeit as ‘temporary’ measures. With such shifts, regional cooperation may also see setbacks as 

countries turn inwards in their trade and investment policies to ride out the economic fallout. 

Whilst this instinctive retreat to look inwards is understandable, it can have longer term 

implications on agenda setting with regards to trade and investment policies and regional 

integration efforts. The South Asian region should remain open to new opportunities arising from 

resets to global supply chains. These are becoming more compact, less spread out, and offer South 

Asia the opportunity to catch up. Indeed, concepts such as a ‘green corridor’ that simplify customs 

procedures to process critically needed goods are all a part of ongoing trade digitalization in the 

age of pandemics. To move towards streamlining trade procedures and digitalizing documents, 

countries in the subregion can use the UNESCAP’s Framework Agreement on Facilitation of 

Cross-Border Paperless Trade in Asia and the Pacific, which offers a common set of general 

principles and a dedicated inter-governmental platform for cross-border paperless trade.51 The 

continued adoption of such measures, including e-commerce, mobile banking etc., can bring down 

existing barriers and expand export opportunities within South Asia. A related notable 

development in improving connectivity is the entry of India as an investor to develop a key 

container terminal at the Colombo port. Although the partnership has been mired in controversy 

as regional rivals – China and India – assert their presence through such mega infrastructure 

projects, the flow of FDI and better connectivity can support economic resurgence more broadly 

in South Asia.  

Collective action can go a long way towards successes in building back better and ensure 

that countries keep on track to meet their 2030 SDG targets. At a global level, such partnerships 

can come under stress as cash strapped economies cut back on forms of overseas development 

assistance (ODA). Indeed, economic stresses and altered priorities may prompt some governments 

to consider scaling back their ambitions on SDGs. This may prove to be counterproductive in the 

longer run, as SDGs are clearly a coherent framework around which ‘build back better’ can be 

reset. 

Regional initiatives can be the building blocks for more extensive global partnerships. Along 

with supportive national policies, deeper regional cooperation between South Asian countries, for 

instance, within the framework of regional intergovernmental agreements will be crucial for 

building back better. For instance, the national commitment to broaden social protection coverage 

can be supported by regional frameworks such as the Action Plan to Strengthen Regional 

 

51 UNESCAP (2020). 
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Cooperation on Social Protection in Asia and the Pacific. The Action Plan provides governments 

in the region with a vision and platform for promoting partnership ,peer learning and the sharing 

of good practices, as well as for identifying needs for technical assistance.52   For South Asia, some 

useful steps already taken include developing effective communication tools for information and 

knowledge sharing, so that South Asia can advocate regional priorities and shape the 2030 Agenda 

more successfully. These efforts can be enhanced by adopting a regional monitoring process for 

SDGs, perhaps through a set of regional indicators that is commonly agreed as being of priority 

for South Asia, especially in a post-COVID-19 world. An integrated approach to reporting on these 

priorities will allow for some policy coherence, and ensure that these issues are highlighted, and 

increase the chances of gaining the attention of policymakers. 

5. Conclusion 

A year on, as the world comes to grips with the COVID-19 health pandemic, available 

assessments on comparative effectiveness of country responses suggest that there are no easy 

answers. The Lowy Institute’s disaggregation by region, political systems, population size, and 

economic development throw up some interesting insights.53 On average, the Asia-Pacific region 

is deemed to be the most successful at containing the pandemic, there is no conclusive evidence 

that any one political system has outperformed the other over time, countries with smaller 

population have been better at managing the spread, and critically, over time, richer countries have 

performed better on average than developing countries.     

The latter point speaks to those concerned with equity issues arising from the COVID-19 

pandemic. Globally, developing countries have been harder hit, with key sectors such as tourism, 

remittances and exports suffering setbacks, while governments have grappled with much weaker 

initial macroeconomic conditions to mitigate the impacts. Within countries too, the socio-

economic fallout has had disproportionate impacts on the less well-off and vulnerable groups. To 

add to the unequal impacts, the COVID-19 vaccination programme may yet be the most 

inequitable of all. An unequal distribution of vaccines is likely to hand richer countries, and the 

rich and powerful elites within developing countries, a distinct advantage in the recovery efforts 

of both their health and economic outcomes.  

In the case of Sri Lanka, the health fallout to date has been manageable, thanks to a well-

functioning national public health system spread across the country. On the economic front too, 

early signs of a recovery are present, with positive growth recorded in the second half of 2020, and 

expected to continue into 2021. But, the trajectory of the post-COVID-19 crisis economy is still 

subject to considerable uncertainty as the health pandemic itself continues to evolve. In this 

 

52 UNESCAP (2021). 
53 Lowy Institute (2021).  
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context, the recovery of jobs, livelihoods and incomes will remain fragile while governments 

continue to grapple with higher-than-normal fiscal deficits and debt levels.  

Ensuring that countries stay focused and track progress to achieve their SDG targets in this 

climate will be a challenge.  Despite the considerable progress already achieved, outbreaks like 

COVID-19 can bring about a change in national development priorities. For instance, countries 

might opt for the quickest means of boosting growth. For many, that will mean putting a lion’s 

share of public investment into infrastructure, rather than into social sectors where the returns to 

growth take longer to materialize. In other areas too, regional cooperation may see setbacks as 

countries turn inwards in their trade and investment policies to ride out the economic fallout.  

The 2030 Agenda, and the development framework underpinning it, still provides the best 

means of ensuring that there is an informed and inclusive participation in the post COVID-19 

recovery process. Policy options to generate a recovery that is both equitable and sustainable at 

the national level, supported by some common regional initiatives will be the best means of 

meeting those national and regional aspirations. 
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………………………………………………………………………………………………….. 

 

South Asia Network on the Sustainable Development 

Goals (SANS) 

 

The South Asia Network on the Sustainable Development Goals (SANS) has been developed by ESCAP 
to foster subregional cooperation by sharing good practices towards achievement of the SDGs amongst 
the government agencies, think-tanks, CSOs and other stakeholders in South Asia to build back better.  

 

For further details click here and for details on SANS membership, click here. 

 

………………………………………………………………………………………………….. 

 

CONTACT US 

  

UNESCAP- South and South-West Asia Office, 

C-2, Qutab Institutional Area, Post Box No. 4575, 110016 New Delhi, India 

Telephone: +91 11 3097 3700 / Fax: +91 11 2685 6274 

Website: sswa.unescap.org | E-mail: sswa.unescap@un.org 

                                                           

 

 

 

https://unescap.org/projects/sans
https://unescap.org/sites/default/d8files/knowledge-products/22.04.2021%20SANS%20Network%20membership%20criteria%20draft%20rev_0.pdf

