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6. Social Protection: Filling the Gaps and Improving Coverage
6.1 Introduction
As Sri Lanka strives to accelerate the pace of growth
and development, it is imperative that the country
pays attention to the more vulnerable segments of its
population. Apart from its social standpoint in regard to addressing issues of access to opportunities
and equity considerations, inadequate provisions to
ensure the welfare of the more vulnerable in society
can in itself, lead to a drag on the country's growth
and development aspirations.

‘

A comprehensive
social protection system
to meet the rapidly
changing needs in the
transition to a middle
income country status is
vital in sustaining
growth and
development efforts

‘

Increasing global integration and a higher level of industrialization that often accompanies an accelerated
economic growth agenda, expose countries to new
forms of vulnerabilities. In addition, country-specific
factors such as increased migration and urbanization,
or demographic changes such as a rapidly ageing
population, also increase the vulnerability of people.
Such vulnerabilities pose challenges to the growth and
development process of a country. Therefore, having
a comprehensive social protection system in place to
meet the rapidly changing needs in the transition to a
middle income country status, is vital in sustaining
medium to long term growth and development efforts. Such programmes can lead to risk-sharing, so
that people are not adversely affected by negative
shocks. Indeed, international experience suggests that
people in countries with better social protection systems are more able to invest in personal improvements, and cope better with unanticipated shocks.
Social protection mechanisms will also help countries to grow by making their population more productive __ i.e., by getting people out of poverty so
that they can concentrate more on being productive,
as opposed to focusing on survival, improving their
health conditions, lessening the burden to the household of caring for the elderly, etc.
This Chapter discusses three key challenges related to
social protection in Sri Lanka that has to be addressed
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the poverty HCI rises to 12.8 per cent, while
with a 20 per cent increase of the OPL, it
rises further to 17.5 per cent (Table 6.1.). In
terms of the share of households, 7 per cent
of the households are recorded as poor according to the OPL (2009/10). However, with
an increase in the OPL, a substantial share
of households can fall into poverty. This
shows that a significant share of households
are clustered just above the poverty line and
that various shocks __ household level or
macroeconomic __ can easily push them into
poverty.

in the transition from low, to upper middle
income status: (i) poverty and vulnerability;
(ii) growing informalization of work; and (iii)
the rapid ageing of the population. Section
6.2 discusses the emerging issues in poverty
and vulnerability. Section 6.3 follows with a
discussion on challenges arising due to growing informalization of work. Section 6.4 discusses the challenges of a rapidly ageing population. Section 6.5 provides a brief overview
of the existing social protection programmes
in place to address the above challenges, and
Section 6.6 discusses the limitations of the
existing social protection programmes in addressing the key challenges. Finally, Section
6.8 provides conclusions and policy recommendations.

Despite the reduction in the aggregate poverty level, the estate sector of the county has
continued to be the poorest of the three sectors (viz., urban and rural). Although the
poverty rate of the estate sector has declined
over the years (in line with the aggregate figures), 11.4 per cent of the estate sector population still remains poor. Moreover, the vulnerability of the estate sector poor is higher
compared to the other two sectors. For instance, a considerable share of the estate
sector population is very close to the poverty line. A 10 per cent increase in the OPL
would increase estate sector poverty HCI to
17.8 per cent. More strikingly, a 20 per cent
increase in the OPL would increase estate
sector poverty HCI up to 26.6 per cent, indicating that a higher share of the popula-

6.2 Poverty and Vulnerability
6.2.1 Vulnerability to Poverty
Sri Lanka has experienced a steady reduction
of poverty during the last decade. Despite a
fall in the poverty HCI, the vulnerability of
households has not reduced extensively. Many
households are still vulnerable to various
shocks that may push them into poverty. Sri
Lanka has a considerable proportion of households living within a 10 per cent band above
the poverty line. As per the official poverty
line (OPL) in 2009/10,1 only an estimated
8.9 per cent of the population is in poverty.
Yet, with a 10 per cent increase of the OPL,

Table 6.1
Changes in Poverty Levels by Changes in the Poverty Line (2009/10)
Poverty HCI
(Percentage of poor
population)
As per the OPL

8.9

7.0

With 10% increase in OPL

12.8

10.3

With 20% increase in OPL

17.5

14.3

Source: Calculated based on DCS, HIES 2009/10 data.

1

Percentage of Poor
Households

World Bank (2009), "The Towers of Learning", World Bank, Washington, D.C.
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Figure 6.1
Change in the (a) Poverty Head Count Index and (b) the Percentage of Poor
Households with the Change in the Poverty Line (2009/10)
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tion in the estate sector is clustered just above
the poverty line, compared to the other two
sectors (Figure 6.1).
It should also be noted that the vulnerabilities of households due to climate change and
natural disasters has been on the rise in recent years. Climate change leads to more frequent and intense natural disasters. For instance, in 2009/10, about 7 per cent of the
households in Sri Lanka faced natural disasters. Floods and droughts are the natural disasters that most have experienced, at 37 per
cent and 33 per cent, respectively. In addition, wild animal attacks also have been a
quite common form of natural disaster faced
by vulnerable households.2

6.2.2 Inequality
Despite the reduction in poverty, inequality
in Sri Lanka remains high, with the country
having a long way to go in achieving levels
of equality in income, comparable to coun-

tries such as Indonesia, South Korea, and
countries of the EU.3 Even within the country, considerable levels of inequality are observed in certain sectors, despite the fall in
their poverty rates. For instance, though the
urban sector records the lowest poverty rate
compared to the other two sectors, inequality in the urban sector remains the highest
(measured by the gini coefficient). Similarly,
the Western Province has the lowest poverty rate, but it records the highest inequality among the provinces (Figure 6.2). The
income distribution pattern across different
income groups (quintiles) shows the inequality of wealth concentration. At the aggregate level, more than a half of the income is
received by the richest 20 per cent of households, while the poorest 20 per cent of
households receive only 4.5 per cent of the
income.4 Similarly, in the urban and rural
sectors, over a half (53 per cent) of the income is with the richest 20 per cent of
households. Though the estate sector shows

2

Calculated based on DCS, HIES 2009/10 data.

3

IPS (2012), "Reducing Inequality amidst Fast Growth" in Sri Lanka: State of the Economy 2012, Institute of Policy Studies of Sri Lanka,
Colombo.

4

Ibid.
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Figure 6.2
Gini Coefficient by Sector and Provinces (2009/10)
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Figure 6.2
Gini Coefficient by Sector and Provinces (2009
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The rate of urbanization in Sri Lanka is only 1.1 per cent compared to the rate of urbanization in countries like Vietnam (3 per cent), Pakistan
(3.1 per cent), India (2.4 per cent) - Central Intelligence Agency, 2013, "The World Fact Book", CIA, USA. - https://www.cia.gov/library/
publications/the-world-factbook/fields/2212.html, last visited
on 13th May 2013.
5
Ibid.
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Figure 6.3
Comparison of Poverty Head Count and Number of Poor by Sector (2009/10)

Source: Calculated based on DCS, HIES 2009/10 data.

is because in Sri Lanka, the urban population
is about three times that of the estate sector
population. Using the poverty HCI alone can
be misleading under such conditions.
The depth of urban poverty is more evident
from estimates of the poverty shortfall by
sector as shown in Table 6.2. Poverty shortfall is a measurement of the depth of poverty, and gives the amount of transfers required to get consumption expenditure above
the poverty line __ i.e., an estimate of how
much is needed to be transferred to a person,
to get him/her out of poverty. An analysis of
the poverty shortfall for each of the three sectors shows that the urban poor are the poorest. On average, an urban poor person is Rs.
680 short of the poverty line per month,

which is the highest amount among the three
sectors. It is even higher than the average
amount (Rs. 587) that should be transferred
to take an average poor person in Sri Lanka
out of poverty (Table 6.2).

6.3 Growing Informalization of Work
The transition up the ladder of middle income economies involves higher levels of
integration with the global markets, which
can bring in new types of shocks. Further,
the share of informal work rise at times of
shocks. The informal nature of work increases
the vulnerability of the informal sector workers as they are the first to lose jobs, and experience depression of wages, with economic
shocks. They are more likely to get locked __
in to vulnerable situations. Without any form

Table 6.2
Poverty Shortfall by Sector (2009/10)
Sector

Poverty Shortfall – Average (Rs./Month)

Urban

680

Rural

578

Estate

569

Sri Lanka

587

(2011),based
Poverty
Income Expenditure Survey 2009/10.
Source: DCS
Calculated
on Indicators
DCS, HIES- Household
2009/10 data.
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of social protection, many informal workers
would be at a higher risk of falling into poverty.
Sri Lanka has a substantially large informal
sector, although not as large as in other South
Asian countries like India. Around 62.7 per
cent of those employed are informal sector
workers. This trend has been continuing for
several years. In the agriculture sector in particular, 86.6 per cent of those employed are
in the informal sector, while the share of the
informal sector workers in the non-agricultural sector remains at around 51 per cent.
However, some sub-sectors of the non-agricultural sector such as construction and mining, manufacturing, and hotel and restaurants,
record a higher share of informal sector workers compared to the other sub-sectors. In the
construction, mining, and quarrying industries, 83 per cent of the employed are informal sector workers, while the figure is 45
per cent in the manufacturing sub-sector, and
around 50 per cent in the hotel and restaurant sub-sector.9 Furthermore, there is a growing informalization of work in the formal

sector enterprises due to various reasons such
as strict regulations governing the labour
market of the country. A recent study shows
that these informal workers in formal enterprises account for almost 19 per cent of the
workers in the country.10
The informal nature of employments reduces
job security. In addition, due to the informal nature of working conditions, there are
higher chances of such workers getting excluded from the formal social security cover
and employment related legislations that exist
for the formal workers. Indeed, the informal
sector has only limited social security cover
in Sri Lanka.
The composition of informal workers also
shows that almost a half of the total informal sector workers are working as own account workers (who are mostly self-employed,
small business operators), while another 16
per cent of informal sector workers are unpaid family workers, and 2 per cent are employers. Only 34 per cent are employees in
the public or private sectors (Figure 6.4). This

Figure 6.4
Composition of Informal Sector Employment by Employment Status (2011)

Source:
Calculated
based
onLabour
DCS, HIES
Source:
DCS
(2011), Sri
Lanka
Force2009/10
Survey, data.
Annual Report.

9

DCS (2011), "Sri Lanka Labour Force Survey Annual Report 2011".

10

World Bank (2012), "Demographic Transition and the Labour Market in Sri Lanka", Report No. 41, World Bank, Washington, D.C..
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trends in key factors affecting the transition
are observed. The infant mortality rate is considerably low in Sri Lanka, and is expected
to come down sharply in the future. The fertility rate has also come down, and will continue to decline. Moreover, life expectancy
at birth is increasing sharply, and a higher

rate of increase is projected after 2020 (Figure 6.6). However, life expectancy for females
is higher than that for males, and the gap is
projected to widen further, leading to an increase in the share of females in the older
age groups (Figure 6.7).
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6.4.2 Challenges Arising Due to Population Ageing
The demographic transition has important
consequences in the form of both challenges
and opportunities. An ageing population
could bring in significant social and economic implications at individual, family, and
society levels, which need to be addressed
to sustain the higher economic growth aspirations of a country.
The percentage of older persons is currently
much higher in developed countries, than in
the developing countries. However, the pace
of population ageing is faster in the latter,
compared to the former. In developing countries, demographic transition from a young
to an old age structure occurs much faster,
and in a shorter time period; whereas it has
been a somewhat slower process in the developed countries, providing ample time for
adjustments. Thus, the time that developing
countries have to adjust for such a demographic transition is much less, and they have
to meet the challenges while at much lower
levels of economic development.12 Hence,
an ageing population is undoubtedly a challenge for a country like Sri Lanka, when the
country is on a higher growth track.
Population ageing raises concerns on the
ability of the social protection system to provide adequate social protection and social
security for the growing numbers of older
persons. This could be mainly in terms of
providing financial security through social
protection, and social care at old age.
The financial security of older people is by
far the most important concern of all. It is
particularly important for them to have economic and social independence as older persons. Financial security will provide them

access to basic services they would need in
old age. Retirement income, monthly social
assistance, and also employment at old age,
would provide financial security.
As the longevity of females is expected to
increase relative to men, it can be expected
that there will be more single females in old
age, than single men in old age. Having more
females in old age becomes a cause of concern, as most of the females are less likely to
have adequate social security at old age than
males in Sri Lanka. This is primarily due to
the low female labour force participation
rate, and related to the fact that most retirement programmes in Sri Lanka are attached
to employment. This situation can increase
the vulnerability of women in their old age
relative to men.
The care of older people is a cause of concern and a growing challenge for families
and societies. In Sri Lanka, most of the elderly at present live with their families (77
per cent).13 However, informal support systems for older persons are increasingly coming under stress. Some possible reasons for
this could be the lack of time available for
care giving by children due to education or
employment, and the increasing number of
nuclear families which are replacing the traditional extended families. Migration, both
internal and external, also leads to families
living apart, affecting care giving. Indeed,
migration often leads to the abled elders looking after the children of migrants. The absence of family or the informal support networks at old age, will make the aged especially vulnerable.14
Health is another major concern in old age.
Health demands of the old are generally
higher than for younger age groups. Hence, a

12

Ibid.

13

World Bank (2008), "Sri Lanka: Addressing the Needs of an Ageing Population", World Bank, Washington, D.C.

14

UNFPA and HelpAge International (2012), "Ageing in the Twenty-First Century: A Celebration and A Challenge", United Nations
Population Fund, New York and HelpAge International, London.

103

State of the Economy 2013

considerable share of costs at old age is likely
to be spent on health and related care. The
rising tide of NCDs will be a threat at old
age and will add to the health costs at old
age. Sri Lanka's health system has to be ready
to address resultant health issues arising from
population ageing. Hence, current health
expenditures need to be increased or redirected to meet the future health care needs
of the country. Given the current trends and
expenditure patterns, it has been estimated
that population ageing itself may add up to
one per cent of GDP by 2050.15

6.5 Existing Social Protection
Programmes
The above discussed vulnerabilities raise the
question as to what programmes Sri Lanka
currently has in place to help address the
identified challenges. The social protection
system in Sri Lanka consists of a range of
programmes implemented by the GoSL (e.g.,
through ministries and Provincial Councils),
the non-governmental sector, and the private
sector, targeted towards various vulnerable
segments of the population such as the poor,
elderly and disabled persons. These
programmes include social assistance initiatives such as, cash or in-kind transfers; social insurance programmes such as pensions

and micro insuarnce schemes; and various
active labour market programmes that include, livelihood development initiatives.

6.5.1 Social Protection Programmes to
Address Poverty and Vulnerability
The Samurdhi programme __ the main social
protection initiative for the poor in Sri Lanka
__
is designed with dual objectives: the short
term objective of reducing vulnerability to
various risks, such as consumption shortfalls
and sicknesses; and the long term objective
of poverty reduction through livelihood development and empowerment. Hence, the
programme comprises of multiple components, including the subsidy programme, the
social security programme, the nutrition
programme (designed to achieve its short
term objectives), and the microfinance
programme and livelihood development,
geared towards the long term objective of
poverty reduction. Under the Samurdhi subsidy component, identified families receive
a monthly cash transfer between Rs. 210 to
Rs. 1500, depending on their family size
(Table 6.3). Currently, the Samurdhi subsidy is received by around 1.5 million families. The Samurdhi social security programme
(or the insurance programme) provides cover
for the Samurdhi recipient households in the

Table 6.3
Benefits of the Samurdhi Subsidy Programme (2012)
Category of Samurdhi
Beneficiary Families

Monthly
Subsidy
(Rs.)

1-2 member familiesa

750
1,200
1,500
210

3-5 member families
6 or more member families
Empowered families
Note:

Net Subsidy Compulsory Social Housing
that can be Savings
Security Fund
Withdrawn
Fund
(Rs.)
(Rs.)
(Rs.)
595
945
1,145
155

100
200
300
n.a.

45
45
45
45

10
10
10
10

a. There is also a group of 3-5 member families who receive Rs. 750 per month since 2012.

Source: Tilakaratna, G., A. Galappattige, R. Jayaweera (2013), “Safety Nets in Sri Lanka: An Overview,”
report prepared for and submitted to the World Bank, Institute of Policy Studies of Sri Lanka,
Colombo.
15

World Bank (2008), "Sri Lanka: Addressing the Needs of an Ageing Population", World Bank, Washington, D.C.
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event of child-birth, marriage, illnesses,
death, and hospitalization. This social security programme also includes a scholarship
programme aimed at providing benefits for
the children of beneficiary families who pass
the G.C.E. (O/L) examination. Social insurance benefits are provided from a Social Security Fund formed by deducting Rs. 45 from
the monthly Samurdhi subsidy given to these
families.
The long term aim of poverty reduction of
the Samurdhi programme is sought to be
achieved through its livelihood development
and microfinance components. The livelihood development programme covers four
main areas: agriculture, animal husbandry
and fisheries, industries, and marketing. The
microfinance programme that operates
through a network of over 1,000 Samurdhi
Banking Societies and over 34,000 village
level societies, provides savings and credit
facilities to over 2 million members at present
for income generation activities, housing,
consumption, etc.
In addition, there are many other types of
programmes providing assistance for vulnerable groups such as disabled persons, single
parents, widows, children, and other destitute families. The government carries out a
disability assistance programme under which
an allowance of Rs. 3,000 per month is given
to the identified families with disabled persons. The Provincial Councils also carry out
assistance programmes for vulnerable groups.
A Public Assistance Monthly Allowance
(PAMA), which is commonly known as the
'pin-padi'; is the main assistance programme
carried out by Provincial Councils for low
income destitute families. Vulnerable households belonging to the categories of elderly,
disabled, widows with disability, and orphaned children below 16 years and who
are not entitled for any other government
assistance, are eligible for assistance under
this initiative.

The Ministry of Disaster Management also
carries out various programmes to assist families affected by natural disasters such as
floods, landslides, droughts and cyclones.
The disaster assistance provided under these
programmes vary from cooked meals, dry
rations, funeral assistance, compensation for
housing damages, and crop damages due to
various disasters.
The government is also involved in the provision of social assistance to internally displaced persons (IDPs) and to the resettling
of families. Various forms of assistance including cooked meals, dry rations, shelter,
water and sanitation facilities, are provided
as relief for IDPs. At present, since the families are being resettled, the assistance is
mostly in the form of feeding programmes
for resettling families. These include provision of cooked meals for 3 days, followed
by a dry food package, to facilitate resettlement. Until the livelihood activities are reestablished, the resettling families will be
provided further food assistance (Vulnerable
Group Feeding-VGF). They are provided with
cash grants to construct temporary shelter,
and non-food items to ensure provision of
facilities other than food for the resettling
families. These are followed by the workfare
programmes such as Food for Work (FFW),
or Food for Training (FFT).

6.5.2 Social Protection Programmes for
Informal Sector Workers
Social protection for informal sector workers
exists mainly in the form of retirement
programmes. However, there is only a handful of government led retirement programmes
for the informal sector. These include the
Farmers' Pension and Social Security Benefit
Scheme, the Fishermen's Pension and Social
Security Benefit Scheme, and the Pension and
Social Security Benefit Scheme for other
employees (which was formerly known as
the Pension and Social Security Scheme for
Self-Employed). Though there are only three
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main retirement programmes for the informal sector, any worker who is not eligible
for a government retirement income can get
enroled with the Pension and Social Security
Benefit Scheme. Under this scheme, there
are various pension programmes that operate in concurrence with other ministries,
departments, and boards. For instance, there
are special schemes for migrants, artists, etc.
In addition to pension benefits, these retirement schemes include social security benefits such as disablement gratuity, and death
gratuity.
In addition to pensions and the social security benefits, a handful of contributory insurance programmes have been introduced by
the government for specific informal sector
occupations. For instance, there is a contributory personal accident insurance and a contributory health insurance for farmers. There
are also three livelihood related contributory
insurance schemes for farmers for crop, livestock and agricultural equipment. Recently,
a boat insurance scheme and a life insurance
scheme have been introduced for fishermen,
while there is also a specialized insurance
scheme for migrant workers.

6.5.3 Social Protection Programmes
for the Elderly
Social protection for elders in Sri Lanka is
mainly in the form of old age retirement
schemes. The government employees are
entitled for the Public Service Pension Scheme
(PSPS), Widows/Widowers and Orphans Pension Scheme (W&OPS) and the Public Service Provident Fund (PSPF). The formal private sector employees are eligible for retirement benefits through the Employees' Provident Fund (EPF) and the Employees' Trust
Fund (ETF). Moreover, as discussed in Section 6.5.2, there are a few government led

16

retirement programmes for informal sector
workers.
The PSPS is a non-contributory pension
scheme for permanent workers in the public
sector. In 2010, Sri Lanka spent around 1.3
per cent of GDP on government pensions
and gratuities __ at a considerable cost to the
government.16 The formal private sector also
has reasonable old age retirement benefits,
which they receive through the mandatory
EPF and ETF, but where they have to contribute a certain percentage out of their salaries.
However, the existing retirement programmes
for informal sector workers are contributory
and voluntary.
In addition, the elders who do not receive
retirement income or any other income, and
who are over the age of 70, are covered by
an Elders' Assistance Programme implemented by the Ministry of Social Services.
This is a new programme implemented from
2012, under which elderly persons over the
age of 70 in a family receives a monthly assistance of Rs. 1,000. Moreover, elders
(above the age of 60) who are not qualified
for the above assistance, and who do not
have any source of income, are often eligible
for Samurdhi or assistance under the PAMA.
In addition to the direct income assistance
for elders, there are a few welfare programmes
carried out by the government, geared towards the protection of the rights of elders
and to help improve their welfare. These include establishment of day centers for elders
to encourage participation of the elderly in
social activities and to ensure their independence, care, self-fulfillment, and dignity. The
elderly can apply for grants for income generating activities, particularly to purchase
necessary raw materials, through the day cen-

Calculations A.,
based
on the IPS,
Socialand
Protection
(SPI)
(2012),
Prepared
forthe
Asian
Development
Bank,
Manila
Galappattige,
R. Jayaweera,
N. Perera
R. BuhariIndex
(2012),
"SriDatabase
Lanka: Updating
and
Improving
Social
Protection Index",
Technical
Assistance Consultant's Report prepared by the IPS, Asian Development Bank, Manila.
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ters. Moreover, the government provides limited financial assistance for elders' homes
and implements programmes to establish
elders' committees at the village level. The
elderly in an area can get together and form
an elders' committee for social, economic,
cultural, and spiritual development of the
elders living in the rural community, and to
protect their rights. These committees help
the implementation of services for the welfare of elders, and get their participation for
the development activities of the area. Special identity cards are issued for senior citizens above 60 years that provides them with
various privileges in accessing services from
government and private institutions, to obtain higher interest rates for deposits and when
accessing certain health care services. There
is also a Maintenance Board for the Elders
(established under the Protection of the Rights
of Elders Act, No. 9 of 2000) to assist elders
who do not have sufficient means to meet
their basic needs, and to claim maintenance
funds from their children who have neglected
them. Elders (above 60 years) who wish to
claim maintenance from their children can
submit a claim to the Maintenance Board
that will examine the case and request their
children to make monthly maintenance payments.

6.6 Limitations of the Social Protection
Programmes in Addressing Challenges
in Transition
6.6.1 Addressing Poverty and Vulnerability
One of the main limitations of social protection programmes (not limiting to the
programmes for addressing poverty and vulnerability) is the limited coverage of risks or
vulnerabilities. Households often face a range
of different vulnerabilities. Despite the availability of a gamut of social protection
programmes, a given household would often get covered for only one or two vulnerabilities. For instance, a disabled person re-

ceiving the disability assistance does not receive any additional social security cover, in
the event of other vulnerabilities. However,
programmes such as Samurdhi cover other
vulnerabilities from its social security or insurance component. Yet, this programme also
covers only four types of risks: death, hospitalization, marriage, and child birth.
The employment related retirement
programmes often cover risks related to disablement and provides disablement gratuity
and death gratuity. Hence, they cover occupational-related risks to a certain extent.
However, since the retirement programmes
cover mostly formal sector workers, the vulnerabilities of informal sector workers are not
addressed adequately by these retirement
programmes.
Though there are numerous social protection
programmes, most deliver inadequate benefits. For instance, the maximum amount of
subsidy received by a family under the
Samurdhi programme is Rs. 1,500 per month,
which is far below the minimum requirement of a family to meet their basic needs.
According to the national poverty line, a
person requires around Rs. 3,030 per month
to cover his/her consumption expenditure (at
a minimum)(DCS 2011, Poverty Indicators).
Moreover, only a small fraction of beneficiaries receive this highest benefit amount
of Rs 1,500 per month, while most receive
between Rs. 210 and Rs. 1,200. The net cash
value received by these beneficiaries is much
lower than the above amounts, as there are
various deductions for compulsory savings,
social security fund, and housing fund.
The inadequacy of benefits is also an issue
related to the PAMA programme carried out
by the Provincial Councils. The benefits of
the PAMA programme vary between Rs. 250
and Rs. 500, depending on the family size.
Since this is the only source of income for
the destitute, in particular for the elderly (who
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Table 6.4
Distribution of Samurdhi Recipient Households by Deciles – 2009/10
Expenditure Decile
Sri Lanka

Mean Household
Expenditure (Rs.)
31,331.37

Mean Household
Income (Rs.)
34,143.56

Samurdhi Recipient
Households (%)
22.73

1 (poorest)

13,231.65

14,460.02

47.42

2

16,926.42

17,870.90

41.52

3

19,488.45

19,283.59

32.44

4

21,695.01

22,624.21

29.65

5

24,349.65

23,848.04

21.99

6

26,661.05

26,936.85

20.60

7

30,530.05

34,071.06

14.82

8

35,482.83

33,968.43

9.91

9

43,677.18

41,994.55

5.82

10 (richest)

81,297.59

106,411.30

3.12

Note:

Expenditure deciles are based on per capita household expenditure. Calculations are based on
the DCS, HIES 2009/10 data.

Source:

Tilakaratna, G., A. Galappattige, R. Jayaweera (2013), “Safety Nets in Sri Lanka: An Overview,”
report prepared for and submitted to the World Bank, Institute of Policy Studies of Sri Lanka,
Colombo.

are not eligible for the new elderly assistance
provided for selected vulnerable elders above
the age of 70), this amount is far from adequate to cover expenses such as food and
medical costs.
In contrast, the benefits offered by social insurance programmes that primarily consist
of retirement programmes such as the PSPS
are much higher than the benefits offered by
the social assistance programmes discussed
above. For instance, the average benefit
amount from social insurance programmes
is about 176.2 per cent of the poverty line,
while the average benefit amount of social
assistance is only 3.7 per cent of the poverty
line expenditure.17 This underlines the need
to increase the value of benefits provided to
families under social assistance programmes
such as Samurdhi, PAMA, and the elders'
assistance programmes.

17

Ibid.
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Targeting errors is another common problem
in social protection programmes in Sri Lanka.
Most programmes suffer from both the inclusion error (inclusion of people who are
not eligible for a programme) and the exclusion error (exclusion of the eligible persons).
The Samurdhi programme __ the largest social protection programme for the poor in
the country __ has also been criticized for its
targeting issues. As can be seen from Table
6.4, only less than a half of the households
(47.4 per cent in 2009/10) in the poorest
decile receive Samurdhi benefits. By contrast,
between 3 to 15 per cent of households in
each of the top four deciles also receive these
benefits. Moreover, the estimates reveal that
on one hand, around 15 per cent of Samurdhi
recipient households are poor (as per the
national poverty line) while on the other
hand, only 49 per cent of those households
identified as poor (as per the official poverty
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line) are currently receiving Samurdhi benefits. These figures clearly indicate the severity of the targeting issues of the Samurdhi
programme. The targeting errors of other
programmes are difficult to measure owing
to the lack of data.
The lack of a clearly defined eligibility criteria and lack of entry and exit mechanisms
are two major reasons that have led to targeting errors in many safety net programmes
in Sri Lanka. For example, even a programme
like Samurdhi which has been in operation
for almost two decades has no clearly defined criteria for selecting its beneficiaries.
At the inception of the programme in 1995,
families whose monthly income was less than
Rs. 1,500 were considered as eligible for the
Samurdhi subsidy, while in 2007 this was
changed to a participatory targeting methodology where the beneficiaries were identified by the community members. However,
there is no clearly defined eligibility criterion for this programme at present. Furthermore, the Samurdhi does not have a mechanism to continuously identify the households
who fall into poverty due to various risks
and vulnerabilities (i.e., to identify the so
called 'new poor'), and to remove those
households who move out of poverty over
time.
Somewhat different to the Samurdhi
programme, the disability assistance
programme carried out by the Ministry of
Social Services, has clearly defined eligibility criteria for selecting its beneficiaries.18
However, the effective implementation of the
programme is constrained by other issues
such as budgetary limitations. Hence, the
programme currently covers only a fixed number of beneficiaries per Divisional Secretariat
Division, leading to an exclusion error. More-

18

over, this programme too has no mechanism
to include new disabled, or people who become disabled due to occupational hazards,
other accidents, or disasters. As Sri Lanka
hopes to move ahead with a transition to
higher GDP growth, this process will bring
in new types of vulnerabilities and new vulnerable groups. Hence, it is important for
the social protection programmes to develop
mechanisms to identify those eligible for
benefits on a regular basis.

6.6.2 Addressing Issues of the Informal Workers
Despite the considerable share of employment in the informal sector, social protection programmes available to them are limited. As discussed in Section 6.5.2, there are
a handful of voluntary, contributory pension
schemes designed for specific groups of informal sector workers, such as farmers and
fishermen. Nevertheless, these programmes
also suffer from a number of weaknesses such
as low coverage, inactive membership, low
old-age benefits, high administration costs,
and weak financial sustainability.
In both the farmers' and fishermen's pension schemes, active membership remains
much lower than their total enrolments. Due
to the irregular contributions, a larger share
of those who enrol for these schemes become ineligible to receive pensions at retirement. This is mainly due to the contributory
nature of these programmes, and the irregularity of income earned by the informal sector workers. Although some programmes
have made provisions to include defaulters
back into the programmes, their coverage
continues to remain low. Moreover, these
programmes require a substantial level of
government financing and are far from achieving financial sustainability. Such budgetary

Families whose main income earner is disabled and whose monthly income is less than Rs. 3,000 are eligible to apply for the disability
benefits.
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constraints have also meant that retirement
benefits remain at rather low levels.19
Little or no other social protection
programmes exist at present to cover the vulnerabilities of the informal sector workers.
As discussed earlier, even the existing social
assistance programmes such assistance for the
disabled, the PAMA, and the Samurdhi, do
not have mechanisms to absorb 'new' poor
or the vulnerable. However, the transition of
a country to a higher income path could cause
various changes in its employment patterns
and may even cause more people to be pushed
into informal employment, with little or no
social security. This stresses the need for
changes in the social protection system to
accommodate such emerging vulnerabilities
and changes in the economy.

6.6.3 Addressing the Issues of the Ageing Population
As discussed in Section 6.5.3, old age retirement schemes are the major form of social
protection available for the elders. However,
since these retirements benefits are often
employment related, it is largely the formal
sector workers who are covered by these
programmes. While the permanent public
sector workers are eligible for a monthly pension at retirement under the PSPS, the formal private sector workers are eligible for
EPF and ETF. However, there are many instances where the formal private sector companies try to evade EPF and ETF payments, as
there is a share of contribution by the employer. In addition, the EPF and ETF payments
are one-off lump sum payments and do not
provide annuity benefits as a pension. The
limited available pension schemes for the
informal sector workers too have not been

very effective as retirement programmes, due
to various issues discussed in the earlier section, such as low coverage, inactive membership, and lack of financial sustainability.
The coverage of old-age retirement
programmes in Sri Lanka remains low. Overall, these retirement programmes (including
those for the formal and informal sector
workers) cover only around 40 per cent of
the elderly (over 60 years of age) in the country. Moreover, only around half of the labour
force is currently participating in any type of
retirement programme (either contributory or
non-contributory).20 Some of the elders who
are not benefiting from the above retirement
programmes may be covered under other social assistance programmes such as the
PAMA, the new elderly assistance
programme, or the Samurdhi programme.
Nevertheless, it is evident that a considerable share of elders is not covered by any of
these programmes at present. Furthermore,
there are only a limited number of social
protection programmes that cover other issues of old age, such as care services, health
expenses of elderly from low income groups,
and elders' homes. Moreover, the beneficiaries covered under these programmes are
rather low at present, largely due to budgetary constraints.

6.7 Conclusion and Policy Implications
As Sri Lanka continues to push for a strong
growth drive, it requires greater integration
with regional and global markets, and higher
levels of industrialization. There is an increasing consensus that social protection systems
have to be developed concurrent to the
growth drive in order to address emerging
socio-economic vulnerabilities in the country. Indeed, Sri Lanka should take advantage

19

Gaminiratne, N., (2007), "Population Ageing, Policy Responses and Options to Extend Retirement Coverage: Case Study of Sri Lanka",
Institute of Policy Studies of Sri Lanka, Colombo.
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of the current demographic dividend,21 and
invest more on improving its social protection programmes to sustain higher rates of
growth.
Despite declining poverty rates in the country, there are many emerging issues in poverty and vulnerability which needs to be addressed through social protection
programmes. The growing informalization of
work increases the vulnerability of workers,
and creates new types of vulnerabilities.
Moreover, an ageing population imposes
challenges on social protection systems that
need to be addressed to sustain higher economic growth.
In accordance with the rising challenges,
social protection programmes need to be
designed to cover new types of vulnerabilities and new vulnerable groups. The existing
programmes need to be improved, to provide at least the bare minimum requirements
of vulnerable groups. These can be addressed
through the correction of targeting errors,
establishing clearly defined eligibility criteria, and creating continuous entry and exit
mechanisms in the social protection
programmes. Adequate funding for the
programmes is also necessary to improve the
existing programmes, especially to expand
them to include the new vulnerable groups,
and increase benefit levels.

21

Social protection for the informal sector
workers exists mainly in the form of retirement income schemes. However, they suffer
from many weaknesses such as low coverage, high defaults, and low benefits. It is
also important to extend these retirement
schemes to cover all categories of the informal sector workers. Further, social protection for the informal sector workers have to
be extended beyond retirement income, to
include statutory benefits such as maternity
benefits, sickness leave, etc.
Given the rapid ageing of the population and
high life expectancy at birth in Sri Lanka,
changes are required for the PSPS to reduce
the burden on the government budget, and
ensure its sustainability. A suggestion in this
regard is to change the existing PSPS from a
non-contributory scheme to a contributory
scheme, which would help release funds for
improvement of not only the other social
protection programmes, but also the PSPS
itself by offering higher benefits to all groups.
Social protection for elders has to be improved beyond financial assistance (beyond
retirement income or elders assistance) given
the rapidly ageing population and changing
care structure. As such, the improvement of
care services, elders' homes, health assistance, etc., have to become policy priorities.

The demographic dividend in Sri Lanka (when working age is defined as 15-59 years) will end in 2017. For details, see De Silva, I. W.,
(2012), "The Age Structure Transition and the Demographic Dividend: An Opportunity for Rapid Economic Take-off in Sri Lanka", Sri
Lanka Journal of Advanced Social Studies, Vol. 2, No. 1.
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