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POVERTY ANALYSIS (SUMMARY)1 
 
1. The most recent data on poverty are in the Household Income and Expenditure Survey 
(HIES) reports of the Department of Census and Statistics (DCS), 2009/2010 and 2006/2007. At 
the time of preparing this analysis, the DCS had published only the preliminary report of the 
HIES for 2009/2010, which does not provide detailed information on poverty. Therefore, part of 
the analysis on some aspects of poverty is based on the previous survey report for 2006/2007. 
 
2. The HIESs 2009/2010 and 2006/2007 reveal that Sri Lanka’s absolute income poverty 
and inequality have declined over the second half of the 2000s. This is a clear change from the 
country’s experience in poverty status and trends prior to the mid-2000s. Performance in the 
reduction of both poverty and inequality appears to be impressive. 
 
3. According to the Millennium Development Goal targets, Sri Lanka was to reduce the 
share of the population below the poverty line (poverty headcount index) to 13% by 2015, but 
was able to record 8.9% in 2010 after achieving 15.2% in 2007. Although the reduction in the 
poverty headcount index was only 13% from 1991 to 2002, it declined by 66.5% from 2002 to 
2010. This is a drop in the number of poor from 4.3 million in 2002 to 1.5 million in /2010. It is 
difficult to explain all the underlying causes of such an extraordinary reduction in poverty, but it 
is worthwhile noting some of the contributory factors by taking sectoral and regional disparities 
into account. 
 
4. Historically, poverty incidence was lower in the urban sector than in the rural and estate2 
sectors. Since 2002, poverty in the rural and estate sectors has declined remarkably—
narrowing sectoral disparities by 2010. By 2007, the percentage share of the poor was 15.7% in 
the rural sector and 32.0% in the estate sector, compared with 6.7% in the urban sector. The 
most recent poverty data for 2009 and 2010 reveal that the share of the poor in the rural sector 
has declined to 7.7% (by over 50%) and in the estate sector to 9.2% (by over 70%). 
 
5. A pro-poor, pro-rural policy focus appears to have made a significant contribution to 
poverty reduction. The post-2005 changes in the development strategy and the government’s 
policy focus in favor of the rural sector and domestic agriculture, as outlined in the government’s 
policy framework3, appear to have had a positive impact on the reduction in rural poverty. The 
government’s focus on rural infrastructure, water supply, electricity supply, and increased 
government transfers has also been important in reducing rural poverty. 
 
6. Through collective agreements between employers and workers, daily wages in the 
estate sector were increased by 40% in 2009. The growing labor shortage in the plantation 
sector also raised the average household income, while improving workers’ bargaining power in 
collective agreements. All these factors seem to have contributed to a sharp reduction in 
poverty in the rural and estate sectors. 
 
7. Inequality in household income distribution in 2010 remains the same as in 2002, 
although there was a slight increase by 2007. The value of the Gini coefficient of household 
income was 0.47 in 2010 as well as in 2002. However, some changes in inequality are notable 
among different sectors. Inequality in the urban sector, which was the highest among the 
                                                 
1 This summary is based on ADB. 2011. Sri Lanka Country Poverty Assessment, 2011(Available on request). 
2 Communities attached to plantations on area of  more than 20 acres and employing more than 10 residential 

laborers. 
3  Department of National Planning, Ministry of Finance and Planning. 2010. Sri Lanka, The Emerging Wonder of 

Asia: Mahinda Chintana—Vision for the Future. Colombo. 
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sectors, has declined to its lowest level in 2 decades. The estate sector recorded the lowest 
inequality in earlier surveys, but it has increased to its highest level by 2010. With these 
changes,  sectoral differences in income inequality have been narrowed. The Gini coefficients in 
2010 are reported to be 0.45 in the urban sector, 0.46 in the rural sector, and 0.44 in the estate 
sector. 
 
8. At the national level, there has been a slight improvement in the share of household 
income of the poorest quintile, with a substantial decline in that of the richest quintile. This 
implies that the middle-income groups have improved their income share significantly—e.g., as 
the latest HIES reports show, the middle 60% of households have experienced an increase in 
their income share from 40.7% in 2007 to 43.2% in 2010. At the sectoral level, the poorest 
quintile has improved its income share in the urban and estate sectors, but not in the rural 
sector. The urban and estate sectors also account for a remarkable decline in the income share 
of the richest quintile. As discussed (paras. 4–7), poverty incidence has declined more in rural 
than in urban and estate sectors. However, this income change has not necessarily changed 
the income shares of either the poor or rich quintiles, but in the middle quintiles. 
 
9. Regional development disparities in Sri Lanka have received much attention in the policy 
and political spheres, particularly after 2004. Provincial per capita income per month is a simple 
indicator of regional development as well as poverty differences. Western Province, which 
continued to record the highest per capita income, registered SLRs11,239 in 2010. In contrast, 
Eastern Province shows the lowest per capita income—only 40% of that of the Western 
Province (in the absence of data for Northern Province, which has the lowest contribution to 
gross domestic product). Eastern Province also reported a substantial decline in nominal per 
capita income during the 3-year period (2007–2010), probably because of the intensification of 
the internal conflict and the military operations during this period. 
 
10. Western Province, with the highest per capita income in 2007, also records the lowest 
poverty incidence of 8.2%. In Eastern Province, the poverty incidence of 10.8% is only the 
second lowest among the provinces in the list. This could be explained largely by the lower 
share of poor households (9.0%) in the province. This does not mean greater inequality 
because Eastern Province has the lowest Gini coefficient. The Central, Uva, and 
Sabaragamuwa provinces share a higher number of poor households as well as a higher 
poverty incidence. While all three provinces share a large part of the country’s plantation 
economy, the latter two provinces have often been referred to as poor in many socioeconomic 
indicators. 
 
11. Poverty relates more to the rural and estate sectors than to the urban sector, and more 
to the agricultural sector than industry and services. At the national level, 21.6% of people who 
lwork in the agriculture sector are poor, compared with 15.4% in all sectors. Even at 
disaggregated levels, in all urban, rural, and estate sectors poverty incidence is lower in 
services than in agriculture. At the national level, poor households are more concentrated in 
agriculture than in other sectors. In the agriculture sector, 45% of households are poor, 
compared with 23.2% in industry and 31.8% in services. Given the dominance of non-
agriculture in the urban sector, most of the poor work in industry and services. In the rural and 
estate sectors, the agricultural sector accounts for an overwhelming majority of poor 
households. 
 
12. Northern Province and part of Eastern Province, affected by 3-decade long conflict, 
presented a special case of poverty after the end of the war in May 2009. Post-war economic 
and social recovery in the conflict-affected region has economic and social implications in areas 
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related to livelihood, economic growth, employment, and the exceptionally higher number of 
people in marginalized and vulnerable groups. However, an important problem of the conflict-
affected region is the lack of information on poverty and other socioeconomic conditions in 
national surveys conducted after 1983. Although the most recent HIES (2009/2010) extended to 
cover all three districts in Eastern Province and two out of five districts in Northern Province, 
most of the indicators related to poverty, inequality, and other socioeconomic conditions are yet 
to be enumerated and/or published. The conflict-affected region requires special care not only 
because of its high poverty incidence, but also its vulnerable and marginalized social groups. In 
addition to the problems associated with displacement, the vulnerable groups in the conflict-
affected region usually include widows, children who lost one or both parents, injured and 
disabled persons, underage mothers, malnourished children, women, and elderly persons. 


