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Preface

Regular tracking and reporting of health expenditure flows is vital to understanding and monitoring Sri Lanka’s 
health system. Such statistics need to show the level and changes in the volume and proportion of economic 
resources allocated to the production and consumption of health goods and services which, in turn, contribute 
to the health and well being of the nation. 

This publication presents estimates of health expenditure in Sri Lanka from the Sri Lanka Health Accounts 
(SLHA) compiled by the IHP. The SLHA is designed to meet and is compliant with the WHO-endorsed in-
ternational standard for reporting of health accounts statistics, the Organization for Economic Cooperation 
and Development’s System of Health Accounts. The original SLHA system was designed by IHP staff, led by 
Ravi P. Rannan-Eliya, in collaboration with the Ministry of Health during 1998-1999, and has been updated on 
a continuous basis since then to ensure that the SLHA system remains compliant with evolving national needs 
and the latest international thinking.

National Health Expenditure Sri Lanka 1990–2008 is the third major revision of the SLHA estimates, updating 
the previous IHP publication (National Health Expenditures Sri Lanka 1990–2006) by the same authors, which 
in turn updated the original Sri Lanka Health Accounts Report published in 2003. This update incorporates 
a number of major improvements and enhancements compared with the earlier reports. The improvements 
include changes in the underlying data sources used for major items of expenditure, such as by the provincial 
councils and donor agencies, and several revisions to estimation methods to increase accuracy and to ensure 
greater compliance with relevant international standards. 

With the refinement and improvement of methods and data sources, estimates of expenditure for all previously 
reported years have been updated to ensure consistency. This publication thus provides new, updated estimates 
for all years since 1990, to ensure full comparability of the SLHA estimates across different years. Comparisons 
of Sri Lankan health expenditure over time should accordingly be based on this publication, rather than on 
earlier published estimates.

The statistics published in this report as well as the previous report and additional detailed data are available 
online at http://www.ihp.lk/slha. 

As the SLHA estimates are continuously updated, there is potential for revisions of data after publication of 
this report, and readers are advised to refer to the online version for the most up to date statistics. The IHP 
website also provides information and results from the other analyses linked to the Sri Lanka Health Accounts. 
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Highlights

•	 Total health expenditure in Sri Lanka in 2008 was an estimated Rs. 154.3 billion (Table 1). This was 
equivalent to Rs. 7,633 per person, or US$70 per capita (Table 3).  

•	 Health expenditure as a proportion of Gross  Domestic Product (GDP) is estimated at 3.5% in 
2008, down from 3.8% in 1990.

•	 Public sector financing accounted for 47% of total expenditure, while private sector sources financed 
52% in 2008. Donor funding channelled directly to providers were estimated at 1%, while the funds chan-
nelled through the Treasury are included under public financing.  The public share of financing has fluctu-
ated between 43% and 49% throughout the period of 1990-2008, with some increase in the most recent 
years.

•	 Real growth in health expenditure averaged at 5% between 1991 and 2008 with the highest growth 
rate (17%) occurring in 1998. 

•	 Central government financing share of total public spending increased from 57% in 1990 to 65% 
in 2008, with fluctuations in the intervening years. This increase in its share was accompanied by a drop in 
the provincial and local government funding shares. The local government financing has dropped by two 
thirds over time, and the social security expenditure share fluctuates between 0.1 and 0.4% (Table 5).

•	 Private sector financing of health expenditure was dominated by household spending. This ranged 
from 82% to 88% during the 1990 to 2008 period, while employer sponsored insurance made the next 
largest contribution (ranging from 6% to 8%). Overall the relative spending shares of all the private sector 
financing sources have not changed significantly over time (Table 7).

•	 The share of current expenditure that is for inpatient care increased over time from 22% to 32%, 
and the share of expenditure on outpatient care has dropped from 25% to 20%,while preventive spending 
dropped from 9% to 5% (Table 9). 

•	 Spending on inpatient care surpasses that on outpatient care in 2008, reversing the situation in 1990 
(Table 8).

•	 Inpatient care and prevention and public health services are predominantly publicly financed, 
while outpatient care and medical goods dispensed to outpatients are mostly privately financed. This pat-
tern did not change significantly during the most recent years covered by these estimates (Table 10). 

•	 Hospitals account for the largest amount of spending (46%), followed by providers of ambulatory 
care (26%) and retail sale and other providers of medical goods (21%), in 2008. The trends over time show 
that the hospital share of spending has increased, while spending on ambulatory care has decreased (Table 
11).

•	 Public sector financing accounted for 86% of total hospital expenditure in 1990, but dropped to 
79% in 2008, while private sector financing increased from 14% in 1990 to 21% in 2008 (Table 12).

•	 Total health expenditure was highest in the Western Province and lowest in the Northern Prov-
ince in 2008 (Table 15). Western, Southern and North-Western Provinces have the highest contributions 
from private financing, but the Southern Province shows a drop in the private share of financing from 1990 
to 2008 (Table 17). 

•	 Per capita health spending by government in the Western Province was Rs. 2,794 in 2008, while the 
highest level of government spending was in the Central Province at Rs. 3,346 per capita (Table 16).
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About this report

This report presents estimates of health spending in 
Sri Lanka for the period 1990-2008. This extends 
our previously published estimates, which covered 
1990-2006, by two years.

Expenditure is reported by sources of funding, func-
tion of care and type of provider, according to the 
World Health Organization  (WHO) endorsed Sys-
tem of Health Accounts (OECD SHA), published 
by the Organization of Economic Cooperation and 
Development (OECD 2000). Further disaggrega-
tion by province and district is also presented for 
certain components of expenditure. The report also 
presents estimates on the level of spending and 
cross tabulates expenditure by source, function and 
provider to give the reader an idea of the financing 
mix of services. 

The tables and figures in this publication present 
expenditure in terms of current and constant prices. 
Constant price expenditure adjusts for the effects of 
inflation using, wherever possible the implicit GDP 
deflator provided by the Central Bank of Sri Lanka, 
and the constant price estimates indicate what ex-
penditure would have been if the 2008 prices ap-
plied in all years. 

The section on international comparisons of ex-
penditure is made with a selection of territories in 
the Asia-Pacific region, drawing on the work of 
Asia-Pacific National Health Accounts Network 
(APNHAN), WHO and OECD. 

The final chapter provides technical details on how 
the estimates were produced. These cover defini-
tions, data sources and methods used. The appendix 
then presents more detailed estimates and statistical 
tables. These include selected tables in OECD SHA 
format for selected years, so as to aid internation-
al comparison. Tables for all other years are made 
available at IHP’s website. 

Structure of the health sector 
and flow of funds

Health care in Sri Lanka is provided by the govern-
ment, private sector and to a limited extent by the 
non-profit sector. The government sector is pre-
dominantly financed from general revenue taxation, 

while private sector financing is through out-of-
pocket spending, private insurance, enterprise direct 
payments, insurance paid for by enterprises, and 
contributions from non-profit organizations. Donor 
financing is largely channelled through the govern-
ment sector, and in certain instances through non-
profit organisations. See Figure 1 for a diagrammed 
presentation of  the flow of  funds discussed above. 

Public sector healthcare is universally accessible to 
the entire population of  Sri Lanka and is almost 
wholly free of  charge. A few public hospitals accom-
modate one or two pay wards, where patients are 
charged additional fees, but their turnover is negli-
gible in comparison to the rest of  public sector deliv-
ery. Two revenue-generating, public sector hospitals 
also operate autonomously under the supervision of  
their own boards, namely the Sri Jayewardenepura 
Hospital and the Vijaya Kumaratunga Hospital. In 
mid 2008, the controlling stake in the private-sector 
Apollo Hospital in Colombo was transferred to a 
government-owned commercial enterprise.However, 
as the hospital continued to operate as a market en-
terprise, the SLHA continues to treat this as a private 
sector entity.

The government sector comprises the central gov-
ernment, the Provincial Councils, and local gov-
ernments, consisting of  municipal councils, urban 
councils and Pradeshiya Sabhas. The central govern-
ment provides budgetary funding to the Ministry of  
Healthcare and Nutrition, which delivers services 
directly through its own programmes and hospitals 
that are under the purview of  the ministry. The bulk 
of  donor funding is channelled through the Trea-
sury, while some donor funds are disbursed directly 
through the relevant programmes or projects. 

The provincial government financing and services 
are administered by the Provincial Directors of  
Health Services (PDHS) offices, which in turn deliv-
er services through the provincial, base, district, rural 
hospitals, maternity homes, central dispensaries and 
Medical Officer of  Health (MOOH) units. Most Pro-
vincial Council funds are sourced from the Treasury, 
and channelled through the Finance Commission. 

The expenditure of  local governments is mainly fi-
nanced from their own revenue, but approximately 
70% or more of  salary costs is reimbursed by Pro-
vincial Councils. Local governments have their own 
service mandates, and mainly deal with preventive 
and outpatient care. 
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Revision process

IHP updates the SLHA estimates on a continuous 
basis, and the results presented in this publication 
involve revisions to the previous set of estimates by 
the authors that were published in 2007 (Fernan-
do, Rannan-Eliya et al. 2007) and 2009 (Fernando, 
Rannan-Eliya et al. 2009) respectively. The statistics 
presented here are current as of December 2010.

Several significant revisions were carried out in 
this version of the estimates, as a result of new 
data sources or the development of new methods. 
A major one was the revision of the estimates of 
the functional composition of expenditure at gov-
ernment hospitals. This estimation is based on data 
obtained in the 1997 Public Facility Survey and the 
IHP-Ministry of Health (MOH) Public Facility Sur-
vey, which was carried out in 2006. In the present 
revision, the two surveys were re-analysed, to yield 
more accurate estimations, as well as estimates for 
the first time of the share of hospital spending go-
ing to dental care, patient transport and provision of 
medicines to outpatients. 

In an IHP study done during 2009-10, analysis of 
prior estimates and data collected from local gov-
ernment authorities indicated considerable discrep-
ancies and inconsistencies in the expenditure data 
reported in previous surveys of these authorities. To 
respond to this, the survey methodology for collect-

ing such data was improved, and the full time series 
of estimates of local government expenditure since 
1990 was substantially revised to ensure overall con-
sistency with the newer and better data collected. 

The primary data source used to estimate expendi-
ture by PDHSs has been changed to make use of 
the electronic financial accounts data generated by 
the Provincial Councils (PCs). This new data source 
is more accurate than the previously used published 
financial statements of the PCs. 

The methodology used to estimate funding from 
external donors has been substantially revised and 
improved, following a special study of the avail-
able data sources. This has been used to generate 
a new time series on external financing flows since 
1990. The new methodology depends on direct 
data collection from donor agencies, supplemented 
by cross-validation using databases maintained by 
the Finance and Health Ministries, and the data 
reported annually by major donor countries to the 
Development Assistance Committee (DAC) of the 
OECD. This change in methods identified several 
new items of expenditure that had not been previ-
ously included, and increases our confidence in the 
overall comprehensives of the SLHA estimates. 

Revised estimates of current expenditure and capital 
formation at private hospitals have been generated 
using more recent survey data. 
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2.1 Trends in total health expen-
diture
Total expenditure on health goods and services and 
capital formation in Sri Lanka in 2008 is estimated 
as Rs. 154 billion (Table 1). This represented an 
increase of Rs. 21 billion over the preceding year, 
which is a 15.7% increase in nominal terms. In real 
terms this was equivalent to a decrease of 0.6%.

The annual increase in real terms of -0.6% in 2007-
2008 was below the average real annual growth rate 
for health expenditure for the 1991–2008 time peri-
od, which was 5%. Overall, total health expenditure 
more than doubled in real terms between 1990 and 
2008 (Figure 2 ). 

2.2 Health expenditure in rela-
tion to GDP

The ratio of Sri Lanka’s health expenditure to GDP 
(health to GDP ratio) provides an indication of the 
proportion of overall economic activity contributed 
by the health sector. It is estimated that spending 
on health accounted for 3.5% of GDP in 2008, 
which is a drop from the level of 3.8% of GDP in 
1990 (Table 2). In the years 2002-2006 the health to 
GDP ratio reached its highest levels ever, peaking at 
slightly above 4%.

Both GDP and health expenditure grew in nominal 
terms in each year from 1990 to 2008. From 1997 
to 2003, excluding 1998, both GDP and health ex-
penditure grew at similar rates. However, in 2007 
and 2008 GDP grew at a far higher rate than health 
expenditure. Consequently, the trend in the ratio of 
health spending to GDP has not been smooth, as 
seen in Figure 3. It fluctuated between 3.3% and 
3.8% pre-2001, then stabilizing at approximately 4% 
till 2006, after which it declined in 2007 and 2008 to 
3.7% and 3.5%. 

Figure 2:Total health expenditure in constant prices, 1990-2008

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

R
s.

 m
ill

io
n

Year
Note:  Constant price health expenditure is expressed in terms of 2008 prices.

Source: Table 1.
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Table 1: Total health expenditure, current and constant prices (2008), and annual growth rates, 
1990-2008

Year
Amount (Rs. million) Growth rate over previous year (%)

Current Constant(a) Current Constant
1990  12,384  65,604  -    -   

1991  13,451  64,207  8.6 -2.1

1992  15,988  69,391  18.9 8.1

1993  17,821  70,658  11.5 1.8

1994  19,625  71,156  10.1 0.7

1995  22,881  76,511  16.6 7.5

1996  26,490  79,019  15.8 3.3

1997  29,648  81,436  11.9 3.1

1998  37,504  94,969  26.5 16.6

1999  39,909  96,710  6.4 1.8

2000  46,646  105,974  16.9 9.6

2001  52,682  106,470  12.9 0.5

2002  62,468  116,464  18.6 9.4

2003  69,342  122,977  11.0 5.6

2004  85,817  139,887  23.8 13.8

2005  96,834  142,927  12.8 2.2

2006  118,679  157,412  22.6 10.1

2007  133,401  155,201  12.4 -1.4

2008  154,311  154,311  15.7 -0.6

Average annual growth rate 
1991-2000  14.3  5.0 

2001-2008  16.2  4.9 

1991-2008  15.2  5.0 

(a)  Constant price health expenditure is expressed in terms of 2008 prices.

Source: IHP Sri Lanka Health Accounts Database. 

Figure 3: Ratio of health expenditure to GDP (%), 1990-2008

Year

Source: Table 2.
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Table 2: Total health expenditure, GDP, annual growth rates and share of health on GDP, 
1990-2008

Year

Total health expenditure GDP Ratio of health 
expenditure to 

GDP (%)
Amount      

(Rs. million)
Nominal Growth 

rate (%)
Amount

(Rs. million)
Nominal Growth 

rate (%)
1990  12,384  -    321,784  -   3.8

1991  13,451  9  372,345  16 3.6

1992  15,988  19  425,283  14 3.8

1993  17,821  11  499,565  17 3.6

1994  19,625  10  579,084  16 3.4

1995  22,881  17  667,772  15 3.4

1996  26,490  16  768,128  15 3.4

1997  29,648  12  890,272  16 3.3

1998  37,504  26  1,017,986  14 3.7

1999  39,909  6  1,105,963  9 3.6

2000  46,646  17  1,257,636  14 3.7

2001  52,682  13  1,407,398  12 3.7

2002  62,468  19  1,581,885  12 3.9

2003  69,342  11  1,822,468  15 3.8

2004  85,817  24  2,090,841  15 4.1

2005  96,834  13  2,454,782  17 3.9

2006  118,679  23  2,938,680  20 4.0

2007  133,401  12  3,578,688  22 3.7

2008  154,311  16  4,410,682  23 3.5

Average annual growth rate
1991-2000  14.3  14.6 

2001-2008  16.2  17.0 

1991-2008  15.2  15.7 

Source: IHP Sri Lanka Health Accounts Database. 

2.3 Health expenditure per per-
son

As the population grows, health expenditure will 
also increase at the same rate, if the average expen-
diture on healthcare for each person in the commu-
nity remains constant. So it is better to also examine 
health expenditure on a per person basis. This re-
moves the influence of changes in the overall size of 
the population from the analysis. 

During 2008, the estimated per person health ex-
penditure was Rs. 7,633 or US$ 70 (Table 3). Real 
growth in per person health expenditure between 
1990 and 2008 averaged 3.9% per year, compared 
with 5% for aggregate national health expenditure 
(table 1 and 3). The difference between these two 
growth rates is the result of growth in the overall 
size of the Sri Lankan population. Per capita health 
expenditure and per capita GDP over time follows 
a similar pattern as seen in Figure 4.
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Figure 4: Per capita health expenditure and per capita GDP (Rs.), 1990-2008

Source: Table 3.
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Table 3: Per capita health expenditure and GDP, 1990-2008

Year

Total health expenditure per capita GDP per capita
Current 

(Rs.)
Constant 

(Rs.) (a)
Current 

(USD)
Real growth 

rate (%)
Current 

(Rs.)
Constant 

(Rs.) (a)
Current 

(USD)
1990  743  3,934  19  -    19,297  102,228  482 

1991  797  3,806  19 -3.2  22,074  105,366  534 

1992  937  4,067  21 6.9  24,927  108,192  569 

1993  1,033  4,095  21 0.7  28,954  114,795  600 

1994  1,125  4,078  23 -0.4  33,192  120,343  672 

1995  1,297  4,337  25 6.4  37,856  126,586  739 

1996  1,485  4,431  27 2.2  43,075  128,492  779 

1997  1,645  4,518  28 2.0  49,390  135,663  837 

1998  2,059  5,213  32 15.4  55,877  141,495  865 

1999  2,168  5,253  31 0.8  60,070  145,564  853 

2000  2,507  5,696  33 8.4  67,600  153,580  892 

2001  2,803  5,664  31 -0.6  74,874  151,320  838 

2002  3,287  6,127  34 8.2  83,226  155,165  870 

2003  3,602  6,388  37 4.2  94,664  167,885  981 

2004  4,409  7,188  44 12.5  107,432  175,120  1,062 

2005  4,923  7,267  49 1.1  124,811  184,221  1,242 

2006  5,968  7,916  57 8.9  147,776  196,006  1,421 

2007  6,667  7,756  60 -2.0  178,845  208,071  1,617 

2008  7,633  7,633  70 -1.6  218,167  218,167  2,014 

Average annual growth rate
1991-2000  3.9 

2001-2008  3.9 

1991-2008  3.9 

(a)  Constant price health expenditure is expressed in terms of 2008 prices.

Source: IHP Sri Lanka Health Accounts Database. 

Total Health Expenditure
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3.1 General trends

In 2008, government financing of health expendi-
ture was Rs. 73 billion, compared with Rs. 80 billion 
from private sources (Table 4). This represented 
47.3% of total financing in the health sector in that 
year. 

It is apparent that the relative shares of public and 
private financing have remained similar (Figure 5). 
Private financing was consistently, but modestly, 
higher than the public contribution over the entire 

time period, with the highest share seen in 2002-
2003, when public financing of health expenditure 
dropped to 43% of the total. 

Public sector financing of health was 1.9% of GDP 
in 1990 while private sector financing was also 1.8%. 
However, by 2008 the public sector had dropped to 
1.7%. It can also be seen in the period 2002-2003 
that the private sector was about 0.5% higher than 
the public sector in terms of the ratio of health 
spending to GDP (Figure 6).

Source: Table 4.

Figure 5: Share of public and private funding (%), 1990-2008
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Figure 6:Public and Private funding as a share of GDP (%), 1990-2008

Public PrivateSource: Table 4.
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3.2 Government financing

Table 5 and Figure 7 show that the central gov-
ernment share of total government financing has 
increased from around 55% in the early 1990s to 
reach 67% during the latter part of the decade. The 
central government share was at its highest in 2004 
at 68%. However, during 2005-2008 the provincial 
council share of funding rose slightly and the cen-
tral government share dropped slightly. In 2008, the 
central government share of public sector financ-
ing was 65%, while the provincial governments fi-
nanced 33%. Local government financing was 2% 
and the Employees Trust Fund, which is a form of 
social security, contributed 0.1% (Figure 8).

Table 6 provides a more detailed breakdown of 
government financing. As can be seen, the Ministry 
of Health accounts for almost all central govern-
ment expenditure, with only small additional con-
tributions from other government departments and 
agencies. Of these other central government financ-
ing sources, the President’s Fund is the most sub-
stantial, and its share in total government financing 
increased significantly from less than 0.3% of gov-
ernment financing in 1990 to 2.5% in 2004, when 
it reached Rs. 993 million. It has since declined in 
importance to 1% in 2008.

Presidents fund
Provincial councils Central government

Local governmentsOther government ministries, department and agenciesETF
Year

Figure 7: Government expenditure by financing source (%), 1990 to 2008

Source: Table 5.
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Figure 8: Government expenditure by financing source (%), 2008				  

Source: Table 5.
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3.3 Private financing

Figure 9 and Table 7 show that the bulk of the pri-
vate sector financing consists of household out-of-
pocket expenditure, which has remained over 82% 
of private expenditure throughout the entire period 
under review. Expenditure by companies to provide 
healthcare and medical benefits to their employees 
has been the next largest (8%) source of private fi-
nancing. This expenditure has shown a slight decline 
of about 1–2% from 2002 to 2006, but increased to 
8% by 2008. 

The contribution from private health insurance as a 
share of private financing has significantly increased, 
albeit from a very low level. From a level far less than 
1% in 1990, it reached 5% by 2008, making it one 
of the most rapidly increasing sources of healthcare 
financing. The non-profit sector has maintained its 
share of private financing at 2% throughout. 

A small share of private financing is by healthcare 
providers themselves, from their own resources, 
principally for new capital investment in hospital 
services. This funding by providers’ own resources 
remained between 2-3% during 1990-2008 with sig-
nificant increases in 2002 and 2003 to 5% and 6%.

Figure 10 shows the overall composition of pri-
vate financing in 2008. Out-of-pocket spending by 
households remains the predominant element at 
82% of total private financing, followed by employ-
ers at 8% and insurance with 5%.

3.4 External donor financing

External donors in Sri Lanka largely comprise of-
ficial multilateral or United Nations’ (UN) agen-
cies, such as the World Bank, WHO and the Global 
Fund to Fight AIDS, Tuberculosis and Malaria, and 
official bilateral agencies from countries such as Ja-
pan and Korea. Much smaller flows of external fi-
nancing are also contributed by non-governmental 
and other private organizations.

Health sector financing from external donors in Sri 
Lanka consists mostly of grants and to a lesser ex-
tent of loans, and is channelled in two ways. Funds 
from most major donors, such as World Bank and 
the Japanese International Corporation Agency, 
are passed through the Treasury, while the rest is 

sent directly to the programme or institution that 
administers the funds. Financing from donors that 
is channelled through the Treasury is not classified 
as external financing in the SLHA estimates, and is 
reported instead as government financing. This re-
flects the fact that this expenditure is incorporated 
into the government budget and are reported as 
such by the government. It is also important to note 
that foreign loans from agencies, such as the World 
Bank, must ultimately be paid back from general 
revenue taxation, and so the ultimate source of fi-
nancing remains the government, and by extension 
Sri Lankan households who finally pay all taxes.

The external donor financing reported in the SLHA 
estimates consists only of amounts that have not 
been channelled through the Treasury, and instead 
have been transferred directly from external donor 
agencies to the actual healthcare providers. These 
have remained less than 1% of total health expendi-
ture during much of the time period covered in the 
SLHA (Table 4). These funds are mostly the financ-
ing coming from agencies such as WHO and United 
Nations Children’s Fund (Unicef). However, even 
if external donor financing channelled through 
the Treasury is included, total donor funding has 
typically accounted for less than 7% of total public 
spending (Fernando, Rannan-Eliya et al. 2007).
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Figure 9: Private expenditure by financing source (%), 1990-2008

Source: Table 7.
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Figure 10: Private expenditure by financing source (%), 2008				  

Source: Table 7.

Employers 
8%

Insurance
5%

Non-profit institutions 
2%

Households 
82%

Provider own resources
3%

Financing of health expenditure



18 Sri Lanka Health Accounts: National Health Expenditure 1990-2008

Ta
bl

e 
6:

 G
ov

er
nm

en
t h

ea
lth

 e
xp

en
di

tu
re

 b
y 

fin
an

ci
ng

 s
ou

rc
e 

in
 d

et
ai

l, 
19

90
-2

00
8

Ye
ar

C
en

tr
al

 M
O

H
Pr

ov
in

ci
al

 D
O

H
s

Lo
ca

l g
ov

er
nm

en
ts

O
th

er
 g

ov
er

nm
en

t  
m

in
-

is
tri

es
, d

ep
ar

tm
en

ts
 a

nd
 

ag
en

ci
es

Pr
es

id
en

t’s
 F

un
d

ET
F(a

)

To
ta

l 
pu

bl
ic

 
sp

en
di

ng
Am

ou
nt

    
(R

s. 
m

illi
on

)
Sh

ar
e 

(%
)

Am
ou

nt
    

(R
s. 

m
illi

on
)

Sh
ar

e 

(%
)

Am
ou

nt
    

(R
s.m

illi
on

)
Sh

ar
e 

(%
))

Am
ou

nt
    

(R
s.m

illi
on

)
Sh

ar
e 

(%
)

Am
ou

nt
    

(R
s.m

illi
on

)
Sh

ar
e 

(%
)

Am
ou

nt
    

(R
s. 

m
illi

on
)

Sh
ar

e 

(%
)

Am
ou

nt
     

(R
s. 

m
illi

on
)

19
90

 3
,1

29
 

 5
1.

3 
 2

,2
14

 
 3

6.
3 

 4
08

 
 6

.7
 

 3
30

 
 5

.4
 

 1
6 

 0
.3

 
 0

 
 0

.0
 

 6
,0

97
 

19
91

 2
,9

59
 

 4
8.

8 
 2

,3
20

 
 3

8.
3 

 4
25

 
 7

.0
 

 3
33

 
 5

.5
 

 2
3 

 0
.4

 
 1

 
 0

.0
 

 6
,0

61
 

19
92

 4
,2

02
 

 5
4.

7 
 2

,6
19

 
 3

4.
1 

 4
48

 
 5

.8
 

 3
79

 
 4

.9
 

 3
2 

 0
.4

 
 2

 
 0

.0
 

 7
,6

82
 

19
93

 4
,8

98
 

 5
9.

2 
 2

,4
73

 
 2

9.
9 

 4
77

 
 5

.8
 

 3
66

 
 4

.4
 

 5
9 

 0
.7

 
 1

 
 0

.0
 

 8
,2

75
 

19
94

 4
,6

96
 

 5
2.

6 
 3

,2
98

 
 3

7.
0 

 4
89

 
 5

.5
 

 3
65

 
 4

.1
 

 6
8 

 0
.8

 
 4

 
 0

.0
 

 8
,9

20
 

19
95

 5
,8

33
 

 5
4.

8 
 3

,8
28

 
 3

6.
0 

 5
11

 
 4

.8
 

 3
81

 
 3

.6
 

 7
9 

 0
.7

 
 1

0 
 0

.1
 

 1
0,

64
1 

19
96

 6
,8

23
 

 5
6.

0 
 4

,2
83

 
 3

5.
1 

 5
51

 
 4

.5
 

 4
39

 
 3

.6
 

 8
7 

 0
.7

 
 8

 
 0

.1
 

 1
2,

19
1 

19
97

 7
,6

69
 

 5
7.

5 
 4

,4
83

 
 3

3.
6 

 5
51

 
 4

.1
 

 5
00

 
 3

.7
 

 1
29

 
 1

.0
 

 1
5 

 0
.1

 
 1

3,
34

7 

19
98

 1
1,

36
5 

 6
0.

7 
 5

,5
59

 
 2

9.
7 

 6
33

 
 3

.4
 

 8
76

 
 4

.7
 

 2
75

 
 1

.5
 

 2
5 

 0
.1

 
 1

8,
73

2 

19
99

 1
1,

33
7 

 6
0.

0 
 5

,9
88

 
 3

1.
7 

 6
39

 
 3

.4
 

 5
73

 
 3

.0
 

 3
18

 
 1

.7
 

 4
2 

 0
.2

 
 1

8,
89

6 

20
00

 1
3,

57
6 

 6
0.

3 
 7

,0
04

 
 3

1.
1 

 6
62

 
 2

.9
 

 7
65

 
 3

.4
 

 4
54

 
 2

.0
 

 5
8 

 0
.3

 
 2

2,
52

0 

20
01

 1
4,

33
4 

 5
9.

4 
 7

,7
94

 
 3

2.
3 

 7
29

 
 3

.0
 

 7
11

 
 2

.9
 

 4
80

 
 2

.0
 

 1
01

 
 0

.4
 

 2
4,

14
9 

20
02

 1
6,

07
1 

 5
9.

8 
 8

,5
39

 
 3

1.
8 

 8
69

 
 3

.2
 

 7
72

 
 2

.9
 

 5
35

 
 2

.0
 

 7
8 

 0
.3

 
 2

6,
86

4 

20
03

 1
7,

79
1 

 6
0.

4 
 9

,2
55

 
 3

1.
4 

 9
12

 
 3

.1
 

 8
34

 
 2

.8
 

 5
87

 
 2

.0
 

 7
2 

 0
.2

 
 2

9,
45

2 

20
04

 2
5,

57
3 

 6
3.

4 
 1

1,
61

8 
 2

8.
8 

 1
,0

29
 

 2
.6

 
 1

,0
43

 
 2

.6
 

 9
93

 
 2

.5
 

 8
7 

 0
.2

 
 4

0,
34

3 

20
05

 2
8,

23
0 

 6
1.

5 
 1

4,
41

2 
 3

1.
4 

 1
,2

15
 

 2
.6

 
 1

,0
86

 
 2

.4
 

 9
08

 
 2

.0
 

 7
5 

 0
.2

 
 4

5,
92

7 

20
06

 3
6,

17
4 

 6
3.

0 
 1

8,
13

8 
 3

1.
6 

 1
,1

26
 

 2
.0

 
 1

,1
77

 
 2

.0
 

 8
12

 
 1

.4
 

 3
0 

 0
.1

 
 5

7,
45

8 

20
07

 4
1,

12
3 

 6
3.

4 
 2

0,
39

2 
 3

1.
4 

 1
,3

33
 

 2
.1

 
 1

,1
08

 
 1

.7
 

 9
09

 
 1

.4
 

 4
6 

 0
.1

 
 6

4,
91

2 

20
08

 4
5,

06
8 

 6
1.

7 
 2

3,
95

2 
 3

2.
8 

 1
,4

58
 

 2
.0

 
 1

,6
96

 
 2

.3
 

 8
15

 
 1

.1
 

 5
2 

 0
.1

 
 7

3,
04

0 

(a
) 

Th
e 

on
ly

 fo
rm

 o
f s

oc
ia

l s
ec

ur
ity

 fi
na

nc
in

g 
in

 S
ri 

La
nk

a 
w

as
 th

e 
E

m
pl

oy
ee

s 
Tr

us
t F

un
d.

S
ou

rc
e:

 IH
P

 S
ri 

La
nk

a 
H

ea
lth

 A
cc

ou
nt

s 
D

at
ab

as
e.

 



19

Ta
bl

e 
7:

 P
riv

at
e 

he
al

th
 e

xp
en

di
tu

re
 b

y 
fin

an
ci

ng
 s

ou
rc

e,
 1

99
0-

20
08

Ye
ar

Em
pl

oy
er

s
In

su
ra

nc
e 

H
ou

se
ho

ld
s

N
on

-p
ro

fit
 in

st
itu

tio
ns

 
Pr

ov
id

er
 o

w
n 

re
so

ur
ce

s
To

ta
l p

riv
at

e 
sp

en
di

ng
R

at
io

(a
)  

(%
)

A
m

ou
nt

  
(R

s.
 m

ill
io

n)
Sh

ar
e 

(%
)

A
m

ou
nt

  
(R

s.
 m

ill
io

n)
Sh

ar
e 

(%
)

A
m

ou
nt

  
(R

s.
 m

ill
io

n)
Sh

ar
e 

(%
)

A
m

ou
nt

  
(R

s.
 m

ill
io

n)
Sh

ar
e 

(%
)

A
m

ou
nt

  
(R

s.
 m

ill
io

n)
Sh

ar
e 

(%
)

A
m

ou
nt

  
(R

s.
 m

ill
io

n)
19

90
 4

81
 

 8
 

 2
3 

 0
 

 5
,1

98
 

 8
8 

 1
22

 
 2

 
 1

12
 

 2
 

 5
,9

35
 

 4
7.

9 

19
91

 5
61

 
 8

 
 5

3 
 1

 
 6

,0
23

 
 8

7 
 1

41
 

 2
 

 1
55

 
 2

 
 6

,9
32

 
 5

1.
5 

19
92

 6
46

 
 8

 
 7

3 
 1

 
 6

,7
13

 
 8

7 
 1

61
 

 2
 

 1
49

 
 2

 
 7

,7
43

 
 4

8.
4 

19
93

 7
19

 
 8

 
 9

2 
 1

 
 7

,9
07

 
 8

7 
 1

89
 

 2
 

 1
83

 
 2

 
 9

,0
92

 
 5

1.
0 

19
94

 8
24

 
 8

 
 1

20
 

 1
 

 9
,2

40
 

 8
7 

 2
20

 
 2

 
 2

42
 

 2
 

 1
0,

64
5 

 5
4.

2 

19
95

 1
,0

21
 

 8
 

 1
60

 
 1

 
 1

0,
48

0 
 8

6 
 2

53
 

 2
 

 2
60

 
 2

 
 1

2,
17

4 
 5

3.
2 

19
96

 9
47

 
 7

 
 1

82
 

 1
 

 1
2,

47
0 

 8
8 

 2
91

 
 2

 
 3

07
 

 2
 

 1
4,

19
8 

 5
3.

6 

19
97

 1
,2

21
 

 8
 

 3
51

 
 2

 
 1

3,
98

7 
 8

6 
 3

38
 

 2
 

 3
42

 
 2

 
 1

6,
23

8 
 5

4.
8 

19
98

 1
,4

94
 

 8
 

 3
45

 
 2

 
 1

6,
06

9 
 8

6 
 4

17
 

 2
 

 3
35

 
 2

 
 1

8,
66

0 
 4

9.
8 

19
99

 1
,7

18
 

 8
 

 5
20

 
 2

 
 1

7,
82

6 
 8

5 
 4

65
 

 2
 

 3
82

 
 2

 
 2

0,
91

1 
 5

2.
4 

20
00

 2
,2

17
 

 9
 

 6
26

 
 3

 
 1

9,
88

4 
 8

3 
 6

15
 

 3
 

 5
37

 
 2

 
 2

3,
87

9 
 5

1.
2 

20
01

 2
,1

51
 

 8
 

 6
79

 
 2

 
 2

3,
91

2 
 8

4 
 7

67
 

 3
 

 9
07

 
 3

 
 2

8,
41

6 
 5

3.
9 

20
02

 2
,4

60
 

 7
 

 8
72

 
 2

 
 2

9,
43

0 
 8

3 
 9

18
 

 3
 

 1
,7

83
 

 5
 

 3
5,

46
4 

 5
6.

8 

20
03

 2
,5

48
 

 6
 

 9
98

 
 3

 
 3

2,
55

0 
 8

3 
 1

,0
70

 
 3

 
 2

,1
88

 
 6

 
 3

9,
35

4 
 5

6.
8 

20
04

 3
,1

89
 

 7
 

 1
,4

28
 

 3
 

 3
7,

63
2 

 8
4 

 1
,2

20
 

 3
 

 1
,4

08
 

 3
 

 4
4,

87
8 

 5
2.

3 

20
05

 3
,5

29
 

 7
 

 1
,8

89
 

 4
 

 4
1,

96
8 

 8
4 

 1
,3

72
 

 3
 

 1
,4

71
 

 3
 

 5
0,

22
9 

 5
1.

9 

20
06

 4
,2

49
 

 7
 

 2
,5

48
 

 4
 

 5
0,

97
9 

 8
4 

 1
,5

23
 

 3
 

 1
,3

01
 

 2
 

 6
0,

60
0 

 5
1.

1 

20
07

 5
,5

38
 

 8
 

 3
,1

65
 

 5
 

 5
5,

92
0 

 8
3 

 1
,6

26
 

 2
 

 1
,3

14
 

 2
 

 6
7,

56
3 

 5
0.

6 

20
08

 6
,6

24
 

 8
 

 4
,0

27
 

 5
 

 6
5,

61
6 

 8
2 

 1
,7

34
 

 2
 

 1
,9

76
 

 2
 

 7
9,

97
7 

 5
1.

8 

(a
) 

R
at

io
 o

f t
ot

al
 p

riv
at

e 
sp

en
di

ng
 to

 T
ot

al
 H

ea
lth

 E
xp

en
di

tu
re

 (T
H

E
).

S
ou

rc
e:

 IH
P

 S
ri 

La
nk

a 
H

ea
lth

 A
cc

ou
nt

s 
D

at
ab

as
e.

 

Financing of health expenditure





4. Health expenditure
by function 



22 Sri Lanka Health Accounts: National Health Expenditure 1990-2008

4.1 Current expenditure

The SLHA systematically classifies the purposes 
or functional uses of health expenditure (Table 8). 
THE in Sri Lanka consists of both current and capi-
tal expenditure. Current expenditure is used for a 
range of functional purposes, whilst capital expen-
diture is used to invest in new capital infrastructure 
and equipment. For the most part current expen-
diture as reported by government is equivalent to 
what SLHA terms current expenditure.

Inpatient and outpatient care services

The largest part of health spending is for curative 
care (that is the combination of inpatient and outpa-
tient care services). This was around 46% of THE 
in 1990, and rose to over 52% by 2008 (Table 9 and 
Figure 11). Of the curative care expenditure of 46% 
of THE in 1990, 24.5% of it was outpatient care and 
21.6% inpatient care. During the subsequent years, 
the inpatient share has increased steadily. By 2008, 
inpatient spending accounted for 32% of THE, and 
outpatient spending 20% (Figure 12).

Inpatient care is mainly financed by the public sec-
tor, which accounted for 84% in 1990 (Table 10). In 
2008 the public share had dropped to 76%. Outpa-
tient care was mainly financed by the private sector, 
which was around 83% in 1990, but by 2008 the 
private share had decreased to 74%. 

Distribution of medicines and medical 
goods to outpatients

The second major component of spending on per-
sonal medical services is on medical goods dispensed 
to outpatients, which was around 23% of THE in 
2008. This category mainly comprises not only sales 
of medicines and other medical goods from pharma-
cies and other retailers, but also includes medicines 
and other medical goods provided to outpatients in 
the public sector. Overall, about 84% of the expen-
diture to supply medicines and other medical goods 
to outpatients was privately financed, and mostly by 
household out-of-pocket spending. 

This category accounts only for a portion of over-
all expenditure on medicines in Sri Lanka’s health 
sector. Following international reporting standards, 
the SLHA reports expenditure on medicines and 
medical supplies used for impatient care at hospitals 
within inpatients care. 

Prevention and public health services

Prevention and public health service expenditure 
decreased as a share from about 9% of THE in 
1990 to about 5% in 2008. The decline in the share 
of preventive care in THE was due solely to a de-
cline in central MOH expenditure. This in turn was 
largely explained by a decline of more than 80% in 
malaria control expenditure, and a more modest re-
duction in Family Health Bureau (FHB) expendi-
ture during the late 1990s. The decline in malaria 
control expenditure was due to adoption by the 
health ministry of a more efficient vector-control 
strategy in accordance with WHO recommenda-
tions, and thus represents a productivity improve-
ment. Overall performance of the malaria control 
programme was maintained, reflected in declining 
caseloads throughout the decade. The reasons for 
the decline in FHB spending are unclear, but again 
available data on outcomes do not indicate that this 
resulted in deterioration in performance. Despite 
the declining share, it must be noted that overall ex-
penditure in rupee terms did not fall. 

Preventive care is mainly financed by the public sec-
tor, but its share fluctuated between 91% and 84% 
during 1990 to 2008. 

4.2 Capital expenditure

Expenditure for capital formation is allocated large-
ly to building and improving hospitals, and purchas-
ing plant and equipment. Its overall level has fluctu-
ated, but has typically been in the range of 9-16% of 
THE (Table 9).

Much of the expenditure in the health sector is by 
the government, and a significant part of this is fi-
nanced by donor funding that is channelled through 
the Treasury on infrastructure projects in the health 
sector. However, there has been a growing level of 
spending by private hospitals, with overall private 
spending on capital investments in the health sector 
growing faster in recent years than public spending. 
As a result of this, the private sector share of capital 
expenditure increased from 15% to 36% from 2000 
to 2002 and has since decreased to an average 18% 
in the last couple of years but is still higher than the 
1990s share. This is accounted for mainly by a num-
ber of large, new private hospital investments, and 
extensions of existing private hospitals (Table 10).
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Figure 11: Total health expenditure by function (%), 1990-2008				  
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Outpatient care

Ancillary services to health care

Inpatient care

Source: Table 9.
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Source: Table 9.

Figure 12: Total health expenditure by function (%), 2008
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Figure 13: Flow of expenditure on medicines in the health sector, 2008

Medicines sold to private 
hospitals Rs. 1,832 million

Supplied to government 
hospitals by MOH MSD

Rs. Million 7,168

Drugs purchased by 
government hospitals(c) 

< Rs. 200 million 

Medicines sold to outpatients 
at pharmacies

Rs.12,369 million

Medicines sold to private 
practitioners for dispensing 

Rs. 183 million

Public sector 
purchases(a)

Private sector 
purchases(b)

Imports and domestic 
production of medicine

Rs. Million

Cost comparison of the audited pharmacy market

(a)  Public sector purchases are mostly made by the Ministry of Health Medical Supplies Division (MSD) and then distributed to government health institutions. 
(b)  Private sector expenditure at CIF (cost, insurance and freight) prices     
(c)  This refers to the small quantities of medicines that some government hospitals are permitted to self-purchase from their own budgets.

Note: Public sector expenditure is valued in terms of actual purchase prices paid by MOH and MOH institutions. Private sector expenditure is valued in terms of wholesale 
prices, which are the prices normally paid by retailers to obtain their stocks. Actual retail prices paid by pharmacy customers are higher, as illustrated in the inset box. 
Wholesale prices are in turn higher than CIF (cost, insurance and freight) prices which are what imported medicines costs when landed at the port. 

Source: IHP staff estimates using data from a numerous sources, including MoH and IMS-Health.

Private sector drugs at retail value

Private sector drugs at CIF value

Private sector drugs at wholesale value

0 5,000 10,000 15,000 20,000

4.3 Pharmaceutical expenditure

The category of expenditure reported by the SLHA 
as “Medical goods dispensed to outpatients” in-
cludes expenditure on providing medicines to out-
patients, as well as expenditure on providing other 
medical goods, such as eye glasses or wheel-chairs 
to patients. Much of these reported expenditure in-
volve purchases by households at pharmacies and 
other retail outlets. In the government sector, they 
include mostly spending on providing medicines dis-
tributed at outpatient dispensaries, and some other 
medical goods and supplies distributed from outpa-
tient facilities. They should not be interpreted as be-
ing equivalent only to expenditure for medicines. 

Furthermore, it is important to note that the expen-
diture on medicines included in this category only 
accounts for a proportion of overall expenditure on 
medicines in Sri Lanka’s health sector. Following in-
ternational reporting standards, the SLHA does not 
separate out expenditure on medicines and medical 
supplies used for inpatient care in public and private 
hospitals, and this expenditure is included in the cat-
egory of inpatient expenditure. 

This is illustrated in Figure 13, which provides an 

overview of the overall expenditure on medicines in 
Sri Lanka’s health sector in 2008. As can be seen, 
other than the supplies of medicines to outpatients 
by pharmacies and government outpatient depart-
ments, the use of medicines by public and private 
hospitals and dispensing doctors is substantial. Public 
financing dominates the financing of medicines used 
in inpatient care. The expenditure by government 
on supplying medicines to inpatients is far greater 
than the amount it spends on outpatient medicines, 
and also greater than the amount spent on inpatients 
in the private sector. In considering expenditure on 
medicines in the private sector, it is worth noting 
that the flow of medicines in the private sector can 
be valued in different ways, depending on whether 
the cost is taken at the point of importation, or at the 
wholesalers, or at the point of sale to patients (see in-
set chart in Figure 13). The latter price in the case of 
pharmacies also includes the mark-up on medicines 
to cover the operating costs of running pharmacies. 
When making comparisons between public sector 
and private sector purchases, it is probably better 
to use the values of expenditure at wholesale prices 
in the private sector. The SLHA itself reports phar-
macy sales at retail prices, in the functional category 
referred to as “pharmaceuticals and other medical 
non-durables”.

Health expenditure by function
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by providers 
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5.1 Current expenditure

The institutions and organizations where current 
health expenditure is incurred in order to deliver 
healthcare services and goods are systematically 
classified by provider type in the SLHA (Figure 14). 
This classification is based on that prescribed in the 
SHA system, with appropriate modification to the 
Sri Lankan context. 

Three major categories of providers accounted for 
much of the current expenditure in 2008: hospitals 
(46%), providers of ambulatory health care (26%), 
and retailers involved in the sale and distributors of 
medical goods (21%). Ambulatory care providers 
consist mainly of the clinics of private physicians 
and dentists, and government outpatient facilities, 
such as MOOH units and dispensaries. Retail dis-
tributors are predominantly private pharmacies.

Expenditure at hospitals has become the largest 
spending component, with its share increasing from 
33% in 1990 to 46% in 2008 (Figure 15 and Table 
11). The trend was largely at the expense of spend-
ing at ambulatory care providers, where the share 
decreased from 32% to 26%. Spending at pharma-
cies ranged between 21% to 25% and lies at 21% in 
2008.

5.2 Hospital spending

Hospital spending by source of financing

Hospital expenditure is mostly financed by public 
sources, but public sector financing of hospitals has 
shown some reduction from 86% in 1990 to 79% of 
the total by 2008 (Table 12 and Figure 16 ). Private 
sector financing, on the other, hand has increased 
from 14% to 21% during the same time period, 
largely owing to increases in the turnover at private 
hospitals, which are exclusively financed by private 
expenditure (household out-of-pocket spending 
and private health insurance).

Government expenditure at hospitals is almost ex-
clusively by MOH and Provincial Departments of 
Health, and are spent at hospitals operated by them. 
Over time, an increasing proportion of government 
hospital spending has come from MOH (table 13 
and 14). This is partly due to transfers of hospitals 
from PDOH control to MOH control, and partly 
owing to faster rates of increase in spending at high-
er-level government hospitals, which are more likely 
to fall under MOH responsibility.

5.3 Non-hospital spending

Much non-hospital spending occurs at ambulatory 
providers, such as physician clinics and pharmacies. 
Both of these have shown some decline in share, as 
spending on curative services has shifted to hospitals 
(Table 11). Of the remaining non-hospital spend-
ing, the largest components are spending by agen-
cies involved in providing and administering public 
health services, which are almost exclusively MOH 
programmes and units (3% in 2008), and those in-
volved in health administration (3%). Spending 
by agencies providing public health services has 
more than halved as a share of total current spend-
ing (from 6% in 1990 to 3% in 2008), in line with 
the overall slow increase in spending on public and 
preventive health services by the government. Gov-
ernment departments account for the large part of 
those agencies providing health administration, but 
this category also includes a significant amount of 
expenditure by private health insurance companies 
to administer private health insurance firms. 
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Source: Table 11.

Figure 14: Current expenditure by provider (%), 2008
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Rest of the world
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Figure 15: Current expenditure by provider (%), 1990-2008					   
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General Health administration and insurance
Other industries (rest of the economy)
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Source: Table 11.
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Table 12: Current health expenditure at hospitals by financing source (%), 1990-2008

Year

Public Private

Total 
 Central 

MOH 
 Provincial 

DOHs 
Other 

Government  Employers Insurance  Households 

1990  35  42  9  2  0  12  100 

1991  38  38  8  3  1  12  100 

1992  41  37  7  3  1  12  100 

1993  51  28  6  3  1  11  100 

1994  48  32  5  3  1  12  100 

1995  49  31  5  3  1  12  100 

1996  50  29  4  2  1  13  100 

1997  51  27  4  3  2  13  100 

1998  49  26  7  3  2  13  100 

1999  50  26  5  3  2  15  100 

2000  50  25  6  3  3  13  100 

2001  50  25  6  2  2  15  100 

2002  49  25  5  2  2  17  100 

2003  46  25  5  2  2  19  100 

2004  46  25  6  2  2  19  100 

2005  48  24  5  2  3  18  100 

2006  52  24  3  2  3  15  100 

2007  51  25  3  2  4  15  100 

2008  50  25  4  2  4  15  100 

Source: IHP Sri Lanka Health Accounts Database. 

Table 13: MOH and PDOH current expenditure on institutions (Rs. million), 1990-2008

Year

MOH expenditure PDOH expenditure

Teaching 
and special 

hospitals

Provincial 
and base 
hospitals

District 
hospitals

Peripheral units, 
rural hospitals, 

central dispensaries 
and maternity homes

MOOH 
units

Provincial 
and base 
hospitals

District 
hospitals

Peripheral units, 
rural hospitals, 

central dispensaries 
and maternity homes

MOOH 
units

1990  1,177  6  -    5  98  496  437  495  183 

1991  1,465  33  -    5  138  513  451  527  191 

1992  1,809  32  6  6  146  608  496  581  216 

1993  2,167  438  194  141  181  596  479  537  207 

1994  2,493  387  169  114  173  802  637  701  287 

1995  3,042  406  192  121  218  888  729  766  305 

1996  3,565  454  206  141  197  973  732  807  338 

1997  4,294  383  318  217  123  798  921  988  361 

1998  5,052  541  378  249  147  1,135  1,066  1,133  438 

1999  5,621  521  368  212  234  1,281  1,098  1,086  455 

2000  6,865  801  505  271  160  1,721  1,289  1,260  529 

2001  7,720  757  533  271  197  1,874  1,442  1,337  612 

2002  9,557  779  564  281  154  2,340  1,734  1,559  712 

2003  9,721  785  591  315  118  2,578  1,984  1,701  776 

2004  12,535  833  587  303  601  3,465  2,318  2,017  1,056 

2005  17,655  879  533  227  630  4,353  2,788  2,369  1,233 

2006  20,825  2,725  1,450  679  710  5,573  3,323  2,939  1,418 

2007  25,609  1,985  1,163  521  1,030  6,448  3,988  3,506  1,634 

2008  27,479  2,550  1,419  723  961  7,720  4,185  4,165  1,810 

Note: Excludes all military health provider institutions.

Source: IHP Sri Lanka Health Accounts Database. 

Health expenditure by providers
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Figure 16: Current health expenditure at hospitals by financing source (%), 1990-2008		
		

Year

Provincial DOHs
Central MOH

Other government

Employers
Insurance
Households

Source: Table 12.

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Table 14: MOH and PDOH current expenditure on institutions (%), 1990-2008

Year Total (Rs.million)
Teaching and special 

hospitals
Provincial and base 

hospitals
District 

hospitals

Peripheral units, rural 
hospitals, central 
dispensaries and 
maternity homes

MOOH 
units

1990  2,896  41  17  15  17  10 

1991  3,323  44  16  14  16  10 

1992  3,900  46  16  13  15  9 

1993  4,940  44  21  14  14  8 

1994  5,763  43  21  14  14  8 

1995  6,667  46  19  14  13  8 

1996  7,413  48  19  13  13  7 

1997  8,403  51  14  15  14  6 

1998  10,139  50  17  14  14  6 

1999  10,876  52  17  13  12  6 

2000  13,401  51  19  13  11  5 

2001  14,743  52  18  13  11  5 

2002  17,680  54  18  13  10  5 

2003  18,569  52  18  14  11  5 

2004  23,715  53  18  12  10  7 

2005  30,667  58  17  11  8  6 

2006  39,642  53  21  12  9  5 

2007  45,884  56  18  11  9  6 

2008  51,012  54  20  11  10  5 

Note: Excludes all military health provider institutions.

Source: IHP Sri Lanka Health Accounts Database. 
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6.1 Trends in total and govern-
ment provincial spending

The Sri Lanka health accounts disaggregate to the 
extent possible health expenditure by province, for 
all years since 1990. In the previous publication, dis-
trict level spending was given for 2005. This report 
provides a revised set of estimates for 2005 by dis-
trict and the first set of district estimates for 2008. 
The basis on which expenditure is assigned to a 
province or a district are given in the box below, 
and users should apply appropriate caution when 
interpreting or using these statistics. 

Excluding expenditure spent on national collective 
services and all-island wide personal medical ser-
vices, 87% of total expenditure in 2008 can be lo-
cated by province. Of these, the Western Province 
incurred the highest volume of expenditure, while 
the Northern Province incurred the lowest (Table 
15). For years prior to 2005, the Eastern and North-
ern Provinces are treated as one unit for reporting 
purposes, but as indicated by the statistics for 2005-
2008, spending in the Eastern Province was greater 
in those years than in the Northern Province.

Much of these differences in the volume of spend-
ing by province can be explained by the differences 
in population of each province. Table 16 presents 
the trends in per capita government health expen-
diture by province. This shows that the public per 
capita health expenditure was higher in the Central, 
Western, Eastern and North-Central Provinces than 
in the rest of the country. However, it should be 
noted that much of the government expenditure 
in the Western Province is at teaching and special-
ized hospitals, where a significant, but unquantifi-
able percentage of patients are referred from other 
provinces.

Owing to deterioration in the availability and quality 
of data from conflict areas during previous years, 
the estimates of public per capita spending in the 
Northern and Eastern Provinces are subject to con-
siderable uncertainty and lack of reliability. The ma-
jor reason for this is the lack of reliable and accurate 
population estimates for most districts in these two 
provinces in the past two decades. These statistics, 
especially those for per capita spending, should be 
used with caution. 

Basis for geographical distribution of expenditure
In the SLHA framework, expenditure is allocated geographically according to the area in which the benefiting individuals 
reside. If a person receives healthcare treatment in a district outside the one where he/she normally lives, the expenditure  
should be allocated to the district where he/she originates. However, only for a few expenditure does the available data 
readily identify the area of residence of those receiving the healthcare services. In practice, for most of the expenditure 
assumptions are necessary in order to estimate the relevant areas, and in many cases owing to the scarcity of data, the 
expenditure can only be allocated to the district in which the services are provided. The latter is particularly the case with 
expenditure at government health facilities, where the current SLHA estimates assume that those using the services at any 
facility reside in the same district. This is an approximation, since for example many patients at government hospitals in 
Colombo come from other districts. Such limitations in the methods should be borne in mind when using these statistics. 

Sometimes, not all health expenditure can be directly or usefully assigned to a province or district. This is particularly 
the case for expenditure on public or collective health services, which benefit large numbers of people, and not specific 
individuals, and for expenditure to treat patients from certain populations, such as the military. Consequently, the SLHA 
geographical estimates are based on the following principles:

(i).	 Expenditure that is for the benefit of individuals or the population residing in a specific province is classified as 
expenditure in that province.

(ii).	 Expenditure for programmes with the specific purpose of providing personal medical services to individuals em-
ployed in the armed forces or police, or individuals resident in prison institutions is classified as national level ex-
penditure, as these individuals cannot be regarded as part of the normal population of a province, and because it is 
not practical to make such disaggregation.

(iii).	 Expenditure that is for the collective benefit of national or provincial populations is classified as national or pro-
vincial-level collective expenditure. Examples include the cost of maintaining the MOH headquarters and certain 
national or provincial-level public health programmes, such as health education for HIV/AIDS.
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6.2 Provincial expenditure by 
source

Private sources of financing account for the bulk of 
expenditure in the Western, Southern and North-
Western Provinces (Table 17 and Figure 18). Most 
of this variation is explained by private spending 
for outpatient care, and medical goods dispensed to 
outpatients, and in the Western Province on capital 
formation. Spending in the Uva Province is most-
ly public, while in the Central, North-Central and 
Sabaragamuwa Provinces it was mostly private in 
the early 1990s, and became more public towards 
the end of the time period under review. 

In the Western Province, the share of private spend-
ing increased over time and reached 73% by 2008, 
while the share of private spending fell from 62% in 
1990 in the Southern Province to 54%. A similar de-
cline is observed in the Central Province, where the 
private share decreased from 55% to 42%, a drop 
from 51% to 42% in the North-Central Province 
and a drop from 64% to 46% in the Sabaragamuwa 
Province during the same period.

It can be seen from Figure 19 that per capita spend-
ing by private sources is comparatively high in the 
Western, North-Western and Southern Provinces. 
Other than in the Western, Central and Southern 
Provinces, spending by the provincial and local 
governments is higher than the central government 
for the remaining provinces. The highest total per 
capita private spending in 2008 was estimated at Rs. 
7,648 in the Western Province. Figure 20 shows that 
public sector health expenditure on a per capita ba-
sis is highest in the Central, Western and Eastern 
Provinces, while the Sabaragamuwa Province dis-
plays the lowest level of spending.

Central Uva

Northern
North-Western

Southern

Western North-Central

Sabaragamuwa
Eastern

Year

R
s.

 m
ill

io
n

Note: Pre - 2005 the Northern and Eastern provinces are represented as a merged province in the figure. Therefore, the bar represented as the Northern Province  pre - 
2005 is in fact the merged province of North and East.

Source: Table 15.

Figure 17: Total health expenditure by province (Rs.million), 1990 to 2008		

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007 2008

Health expenditure by province and district
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Figure 18: Total health expenditure by financing source by province (% of total), 2008

Central Government

Other Government

Private

Financing Source

Notes: (1)  Excludes expenditure on all-island wide personal medical services and national collective services. See text: Section 6.1
	  (2)  The size of the pies are representative of the value of THE.
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6.3 Hospital expenditure by 
province

Figure 21 presents expenditure on hospitals in pub-
lic and private sectors for each province.  Expen-
diture at private hospitals is highest in the Western 
Province (as would be expected due to the high con-
centration of hospitals in Colombo), followed by the 
Central, North-Western and Southern Provinces. 

6.4 District expenditure

On an experimental basis, district-level expenditure 
estimates have been prepared for 2005 and 2008. At 
the current time, these are only partial (excludes dis-
aggregation of districts in the Northern and Eastern 
Provinces) and limited mostly to public expenditure, 
given significant data limitations.

Estimates of public expenditure by district are pre-
sented in total in Table 18, and on a per capita ba-
sis for 2008 in Figure 22. On a per capita basis, the 
highest levels of government spending are in Kandy 
and Colombo. The next highest levels of spending 
are in Hambantota, Anuradhapura, Badulla, and 
Galle, with the lowest levels in Nuwara Eliya.

Table 18: Total public health expenditure per capita by district (Rs.), 2005 and 2008
Per capita health expenditure Per capita health expenditure

District 2005 2008 District 2005 2008
Colombo  2,557  3,662  Killinochchi  1,716  2,706 

Gampaha  1,110  1,767  Batticaloa  1,282  2,899 

Kalutara  1,274  2,180  Ampara  1,282  2,899 

Kandy  3,289  4,773  Trincomalee  1,282  2,899 

Matale  1,381  2,238  Kurunegala  1,570  2,559 

Nuwara Eliya  809  1,400  Puttalam  1,235  2,138 

Galle  1,792  2,691  Anuradhapura  1,336  2,809 

Matara  1,495  2,234  Polonnaruwa  1,166  2,572 

Hambantota  1,397  2,994  Badulla  1,653  2,735 

Jaffna  1,716  2,706  Moneragala  1,551  2,377 

Mannar  1,716  2,706  Ratnapura  1,434  2,153 

Vavuniya  1,716  2,706  Kegalle  1,408  2,388 

Mullaitivu  1,716  2,706 

(a)	 Population figures used for district calculations were derived as follows: 2005 numbers are from the Central Bank of Sri Lanka Annual Report, with adjustments and 
extrapolations as required. 

(b)	 The total of all the district spending reported in this table does not sum to THE, as spending on national collective services are not included.
(c)	 Per capita numbers for districts in the Eastern and Northern Provinces are not reliable due to unreliable population estimates. These limitations mean that it is not pos-

sible to provide per capita expenditure estimates for individual districts in the Northern Province. 

Source: IHP Sri Lanka Health Accounts Database
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7.1 Comparability of Sri Lanka 
health accounts estimates

The Sri Lanka health accounts framework is de-
signed to be consistent with the OECD SHA 
standard, and so the SLHA expenditure estimates 
are directly comparable with other SHA-based es-
timates of spending in other countries and territo-
ries. The Institute for Health Policy is a member of 
APNHAN, and through that network, IHP collabo-
rates with OECD, WHO and other similar agencies 
in the region to compile comparable data on health 
spending in regional countries and territories. This 
section uses such data to compare health spending 
in Sri Lanka with other economies. In all the tables 
and figures, Sri Lanka and other economies are ar-
ranged in order of increasing per capita GDP so as 
to further aid comparisons.

7.2 Total health expenditure and 
sources of financing
Total expenditure on health in Sri Lanka at 3.5% of 
GDP in 2008 is comparable to spending levels in 
other lower-middle income economies in the region 
(Table 19). It is slightly higher than in Bangladesh 
(3.4%) and the Philippines (3.3%), equal to Thai-

land, but lower than in countries like China (4.7%) 
and Malaysia (4.1%). In general, levels of aggregate 
health spending in economies are closely linked to 
income levels, with spending per capita increasing 
with income levels. Figure 23 shows how the rela-
tionship between log of per capita health spending 
and log of per capita GDP is quite consistent and 
linear between economies at different income levels 
in Asia. The figure also indicates that spending in Sri 
Lanka is actually a little less than might be predicted 
for its income level.

In general, the share of public financing in total fi-
nancing increases with increasing income (Table 20). 
The 47% share in Sri Lanka is much higher than in 
poorer Asian economies, such as Bangladesh (25%), 
but at the same time much less than in more de-
veloped economies such as Thailand (64%), Japan 
(81%) and Australia (68%). However, the sources 
of public financing differ between economies such 
as Japan, Korea and Taiwan relying significantly on 
social insurance in addition to general government 
financing, which is essentially from taxation. It is 
worth noting that the overall pattern of financing in 
Sri Lanka, with its predominant reliance on general 
government financing with no social insurance, and 
a mix of out-of-pocket and employer spending most 
resembles that in Malaysia and Hong Kong (Figure 
24). 

Source: Table 19.
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Figure 23: Log of per capita health expenditure Purchasing Power Parity (PPP$) vs Log of per 
capita GDP (PPP$) for selected Asia-Pacific countries and territories 	
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Table 19: General economic indicators and health expenditure for selected countries and territo-
ries in the Asia-Pacific region
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Bangladesh 2007  434  1,258  2,304  15  42 3.4

Viet Nam 2002  440  1,640  1,768  22  83 5.0

Mongolia 2002  519  1,972  74  30  115 5.8

Philippines 2005  1,156  2,927  3,282  38  97 3.3

China 2005  1,731  4,115  105,682  81  193 4.7

Sri Lanka 2008  2,020  4,600  1,424  71  161 3.5

FSM 2008  2,334  3,115  33  297  396 12.7

Thailand 2005  2,674  6,751  6,168  94  236 3.5

Fiji 2008  4,224  4,652  129  153  168 3.6

Malaysia 2006  5,998  12,620  6,495  249  524 4.1

Taiwan 2008  16,353  32,215  24,824  1,078  2,123 6.6

Korea 2008  19,162  26,875  60,513  1,245  1,746 6.5

Hong Kong SAR 2005  26,092  35,678  9,201  1,350  1,847 5.2

New Zealand 2008  27,599  29,176  12,596  2,951  3,119 9.7

Japan 2006  34,148  31,861  352,505  2,759  2,574 8.1

Australia 2007  40,660  36,357  89,885  4,265  3,814 9.2

Note: Data for all subsequent tables in this section refer to the year mentioned in the above table for each country.
Source: OECD Korea Policy Centre-APNHAN regional health accounts data collections 2006-2010 and World Bank Development Indicators 2010

Table 20: Total health expenditure by financing agent for selected countries and territories in the 
Asia-Pacific region (%) 
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Bangladesh  2,304  25.0  -    0.2  64.8  9.9  100.0 

Viet Nam  1,768  20.1  4.4  1.6  57.6  16.1  100.0 

Mongolia  74  45.0  26.1  -    15.3  13.6  100.0 

Philippines  3,282  28.7  11.0  6.3  48.4  5.5  100.0 

China  105,682  15.0  26.9  3.7  53.9  0.5  100.0 

Sri Lanka  1,424  47.3  0.0  6.9  42.5  3.2  100.0 

FSM  33  74.2  18.9  -    6.6  0.3  100.0 

Thailand  6,168  55.7  8.0  5.6  27.6  3.1  100.0 

Fiji  129  69.6  -    7.2  15.5  7.7  100.0 

Malaysia  6,495  43.4  0.4  26.2  23.2  6.7  100.0 

Taiwan  24,824  4.9  54.0  0.6  36.5  4.0  100.0 

Korea  60,513  12.9  42.5  4.4  35.0  5.3  100.0 

Hong Kong SAR  9,201  47.7  -    16.5  34.5  1.3  100.0 

New Zealand  12,596  70.4  10.1  4.8  13.9  0.9  100.0 

Japan  352,505  15.7  65.2  2.6  15.4  1.1  100.0 

Australia  89,885  67.5  -    7.8  18.0  6.6  100.0 

Source: OECD Korea Policy Centre-APNHAN regional health accounts data collections 2006-2010 and World Bank Development Indicators 2010

International comparisons
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7.3 Composition of spending by 
function and providers

Figure 25 and Table 21 provide details of the distri-
bution of spending by functions in Sri Lanka com-
pared with other regional economies. The share of 
spending for inpatient care in Sri Lanka is higher 
than in Bangladesh, Taiwan and Viet Nam, but oth-
erwise similar to the proportions seen in wealthier 
economies, such as Australia, Thailand and Hong 
Kong. The share of spending accounted for by sales 
of medicines by pharmacies is significantly less than 
in Bangladesh and Viet Nam, but comparable to the 
levels seen in countries, such as Japan and Australia. 
However, it must be noted that in economies, such 
as Hong Kong and Taiwan, a much larger volume of 
medicines are distributed by dispensing physicians 
than in the case in Sri Lanka. In the case of preven-
tive health spending, the share in Sri Lanka of 5.7% 
is again somewhere in between the poorer econo-
mies, such as Bangladesh, where it is 12% and more 
developed economies such as Korea and Australia, 
where it is around 2% of total spending.

Figure 26 and Table 22 provide details of the distri-
bution of spending by providers in Sri Lanka com-
pared with other regional economies. Again here, 
the spending patterns in Sri Lanka resemble more 
the more developed economies in the region such as 
Korea, New Zealand and Hong Kong, with compa-
rable proportions of spending taking place in hospi-
tals, outpatient and ambulatory care providers, and 
retailers of medical goods.  
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Figure 24: Total health expenditure by financing agent for selected Asia-Pacific countries and 
territories (%)					  

Source: Table 20. Private household out-of-pocket payments Other

Private InsuranceSocial InsuranceGeneral government (excl. social Insurance)
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Figure 25: Current health expenditure by function for selected Asia-Pacific countries and 
territories (%)				 

Figure 26: Current health expenditure by provider for selected Asia-Pacific countries and 
territories (%)				 

Source: Table 21.

Source: Table 22.

Out-patient curative, rehabilitative and home care Therapeutic appliances and other medical durables

Long-term nursing care (inpatient) Prevention and public health services

Ancillary services Other

In-patient, rehabilitative and day care Pharmaceutical and other medical non-durables

OtherRetail of medical goods

Providers of public health programmesHospitals, nursing and residential facilities

Providers of ambulatory care Health admin. and insurance

International comparisons
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Table 21: Current expenditure by function (mode of production) for selected countries and 
territories in the Asia-Pacific region (%) 
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Bangladesh  2,157  15.4  15.7  -    5.2  47.9  2.0  12.2  1.6  100.0 

Viet Nam  1,768  26.9  14.0  0.2  -    42.8  -    15.5  0.7  100.0 

Mongolia  70  56.0  18.1  0.2  1.0  9.7  1.7  5.1  8.3  100.0 

Sri Lanka  1,287  35.4  22.4  -    8.4  20.8  4.7  5.7  2.6  100.0 

FSM  32  59.0  -    -    2.6  3.4  0.2  20.2  14.6  100.0 

Thailand  5,926  37.3  44.0  -    0.4  4.4  0.1  5.0  8.9  100.0 

Fiji  123  51.9  26.6  0.4  1.1  5.8  0.3  5.6  8.3  100.0 

Malaysia  6,178  32.4  36.4  0.1  11.7  4.2  3.7  3.5  8.1  100.0 

Taiwan  23,748  24.1  39.0  2.8  0.3  24.9  2.6  1.8  4.4  100.0 

Korea  56,929  28.5  35.0  3.1  0.3  25.4  1.9  2.5  3.3  100.0 

Hong Kong SAR  8,848  35.7  38.2  5.3  2.5  8.7  2.5  3.5  3.5  100.0 

New Zealand  12,596  27.4  29.6  14.2  4.7  9.6  1.4  6.0  7.2  100.0 

Japan  345,822  24.2  32.6  16.0  0.7  20.0  1.7  2.4  2.4  100.0 

Australia  84,925  37.1  33.2  0.3  6.0  15.2  3.3  2.1  2.8  100.0 

Source: OECD Korea Policy Centre-APNHAN regional health accounts data collections 2006-2010 and World Bank Development Indicators 2010 

Table 22: Current expenditure by provider for selected countries and territories in the Asia-Pacific 
region (%)
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Bangladesh  2,157  24.6  26.2  46.6  1.2  0.4  1.0  100.0 

Viet Nam  1,768  41.1  -    42.8  15.5  0.7  -    100.0 

Mongolia  70  64.4  6.3  9.7  0.3  12.6  6.7  100.0 

Sri Lanka  1,287  46.0  26.1  21.4  2.7  2.6  1.2  100.0 

FSM  32  45.2  14.5  3.5  12.0  14.6  10.1  100.0 

Thailand  5,926  72.3  9.5  4.4  3.6  10.1  0.1  100.0 

Fiji  123  66.1  11.5  6.0  5.6  8.3  2.5  100.0 

Malaysia  6,178  40.3  42.6  6.5  4.2  6.4  0.0  100.0 

Taiwan  23,748  53.1  25.9  14.7  1.8  4.5  -    100.0 

Korea  56,929  42.2  29.2  22.6  1.5  3.3  1.1  100.0 

Hong Kong SAR  8,848  49.5  32.7  11.2  3.1  3.5  -    100.0 

New Zealand  12,596  46.2  30.7  10.8  3.3  7.6  1.3  100.0 

Japan  345,822  58.7  23.6  13.6  2.0  2.0  -    100.0 

Australia  84,925  39.9  37.7  17.6  2.1  2.8  0.0  100.0 

Source: OECD Korea Policy Centre-APNHAN regional health accounts data collections 2006-2010 and World Bank Development Indicators 2010 
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8.1 General

The Institute for Health Policy reports health expen-
diture domestically using the Sri Lanka Health Ac-
counts (SLHA) framework. The first version of this 
framework was originally developed during 1998-99 
for the Ministry of Health by a team lead by Rannan-
Eliya and Somanathan, and it was designed to be com-
pliant with pre-publication versions of the OECD 
SHA. The SHA was later published in 2000, and since 
then the health accounts team at IHP has continu-
ously revised and updated the framework to ensure 
compliance with the SHA standards, which is the ap-
proach endorsed by WHO for international reporting 
of health expenditure statistics. The second version of 
the SHA manual is in its development phase and is ex-
pected to be released in 2011. This report is a sequel to 
the SLHA report published in 2009 by IHP and both 
reports are based on the 2000 version of the SHA. 

The SLHA framework consistent with the SHA ap-
proach classifies all health spending according to 
three dimensions: sources of financing, providers and 
functions. In addition, the most recent version of the 
SLHA framework also classifies expenditure geo-
graphically, both by province and by district. For the 
three core dimensions, SLHA categorizes all spending 
according to classification systems, which are based 
on the relevant SHA classifications, but with appro-
priate modification and revisions to ensure relevance 
and applicability to the country’s health system. When 
revisions to the SLHA framework are made, IHP al-
ways revises earlier estimates to be compliant with the 
revised framework, so as to ensure consistency in re-
porting of expenditure for different years. 

A key design element of the SLHA framework and its 
classifications is that they correspond in a defined way 
to the parallel elements of the SHA framework. This 
means that IHP is able to report health expenditure 
in Sri Lanka simultaneously using both the national 
SLHA framework and also according to the OECD 
SHA framework. In the main part of this report, ex-
penditure has been reported according to the SLHA 
framework and classifications. However, to aid inter-
national comparison, the statistics used in Section 7 
for Sri Lanka are based on the SHA definitions so as 
to ensure overall comparability, and in the Appendix 
of this report provides a full set of tables showing 
health expenditure in Sri Lanka using the SHA format 
for selected years between 1990 and 2008. Tables for 
all years during 1990-2008, are made available online 
at www.ihp.lk.

8.2 Definitions

Total health expenditure (THE)

The term ‘health expenditure’ refers to expenditure 
on health goods and services and health-related in-
vestment. Health goods and services expenditure in-
cludes expenditure on health services (medical treat-
ments and diagnosis), health goods (medications, 
aids and appliances), and other health services such 
as expenditure on public health, research and ad-
ministration. This expenditure is collectively termed 
current expenditure. Health-related investment is 
also referred to as capital formation or capital ex-
penditure. The SLHA definition of health expendi-
ture is fully consistent and comparable with that in 
the OECD SHA standard. 

THE, as reported in the SLHA estimates, is equiva-
lent to THE as defined by the SHA, and is only a 
subset of all health and health-related expenditure. 
THE consists of current health expenditure and 
capital expenditure. Current health expenditure in-
cludes only direct health expenditure, and excludes 
health-related expenditure such as research and 
training. 

Total health expenditure for Sri Lanka as currently 
estimated and reported in the SLHA estimates are 
slightly underestimated, as certain categories of 
spending are not currently measured in full. These 
principally consist of expenditure by non-profit in-
stitutions, for which there are no comprehensive 
data sources and so are partially estimated, and ex-
penditure by households on long-term care, which 
are not estimated at all. This expenditure, which is 
not included, may represent 1-2% of total health 
spending. 

The SLHA framework requires that health expen-
diture be measured on an accrual basis, consistent 
with the recommendations of the SHA. However, 
in practice data limitations mean that several major 
elements of spending are in fact measured and re-
ported on a cash base. These include all government 
health expenditure, and some parts of household 
out-of-pocket expenditure. 

Financing sources

Institutions that pool health resources collected 
from different sources, as well as entities (such as 
households and firms) that pay directly for health 
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care using these resources are called financing 
sources. They are classified in the SLHA into pub-
lic and private financing sources, and those which 
are outside the country. The major financing source 
categories are:

•	 Government - comprising central government, 
provincial councils, local governments and so-
cial security institutions, such as the Employees 

	 Trust Fund (ETF)
•	 Employers - who directly finance or reimburse 

healthcare services for their employees
•	 Insurance schemes that pay for healthcare
•	 Households that pay directly out-of-pocket for 

healthcare goods and services
•	 Non-profit institutions (both domestic and for-

eign)
•	 Providers who use their own resources to fi-

nance healthcare activities.

Functions

Functions are the purposes for which healthcare 
expenditure are used. The SLHA classifies expen-
diture according to function, distinguishing be-
tween direct health expenditure, and health-related 
expenditure. Health-related expenditure includes 
capital expenditure, as well as expenditure on train-
ing, environmental health and research. Direct 
health expenditure and capital expenditure are the 
only functions included in the definition of THE. 

The major functional categories of direct health 
expenditure consist of: 

•	 Inpatient and day care
•	 Outpatient curative
•	 Services of rehabilitative and long-term nurs-

ing care
•	 Ancillary services to health care, comprising 

laboratory and other diagnostic services and 
patient transport

•	 Medical goods dispensed to outpatients, com-
prising medicines and other medical goods and 
supplies

•	 Prevention and public health services, which 
are services intended to improve or promote 
the health of the population or groups with-
in the population, including maternal and 
child health programmes, immunization pro-
grammes and health education activities

•	 Health administration and health insurance ad-
ministration.

Providers

Providers are the entities that engage in the produc-
tion and delivery of healthcare goods, services and 
activities.

The major provider categories used in the SLHA 
framework consist of:

•	 Hospitals, which are institutions that treat inpa-
tients

•	 Nursing and residential care facilities
•	 Providers of ambulatory care, comprising fa-

cilities of physicians, dentists and other health 
professionals which deliver care only on an out-
patient basis

•	 Retail sale and other providers of medical 
goods, comprising retail pharmacies, shops and 
other providers who distribute medicines and 
other medical goods and supplies

•	 Provision and administration of public health 
programmes, comprising agencies involved in 
delivering public health functions and activities

•	 General health administration and insurance, 
comprising agencies responsible for health ad-
ministration, and administration of health insur-
ance schemes. 

8.3 Data sources

General

IHP continuously collects information from a wide 
range of government and private sources in order 
to compile the SLHA estimates. IHP also conducts 
regular surveys of the health sector in order to aug-
ment these data sources. The information collected 
is then analysed in assisting the development of the 
final estimates that are published. A variety of esti-
mation techniques are used to do this, with different 
methods being used to estimate different elements 
of spending. 

Central government

Overall spending by central government ministries 
and departments is based on the audited actual ac-
counts of the Government of Sri Lanka, as reported 
by the government’s Computer Integrated Govern-
ment Accounting System (CIGAS). Data on expen-
diture by other central agencies, including the armed 
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forces, ETF, President’s Fund, and the Plantation 
Trust Fund, are obtained directly by contact with 
the relevant authority. 

Provincial and local governments

Earlier the spending of provincial councils was 
estimated from the Financial Statements of each 
provincial council and other data provided by the 
Finance Commission. These provided information 
on actual expenditure with a two-year delay, so the 
relevant statistics reported in the previous SLHA re-
port were based on provisional estimates of spend-
ing. With the adoption by the provincial councils of 
CIGAS-type electronic accounts systems, IHP has 
been able to make use of electronic accounts data. 
This has made it possible to reduce the previous 
time lag of 2-3 years in reporting provincial coun-
cil expenditure to 1-2 years. Expenditure by local 
governments are based on data collected by IHP in 
an annual survey of local government health expen-
diture. The methodology and design of this survey 
was substantially revised during 2009-10.

Private sector spending

Private expenditure is estimated using the best prac-
tice methods recommended by OECD, in its Guide-
lines for improving the comparability and availabil-
ity of private health expenditure under the system of 
health accounts framework (Rannan-Eliya and Lo-
renzoni 2010). These guidelines were, in fact, based 
on work done in Sri Lanka, and have been adopted 
by OECD statisticians. A variety of data sources are 
used to estimate private spending, with different 
sources being used for specific elements of spend-
ing. Major data sources include national surveys of 
household expenditure by the Department of Cen-
sus and Statistics and by the Central Bank, surveys 
of private hospitals and other providers conducted 
on a regular basis by IHP, and data obtained from 
various industries. 

8.4 Methods used

Government spending

Data on aggregate government spending is obtained 
from CIGAS. These differentiate expenditure by 
different departments and ministry programs. How-
ever, for the detailed analysis of expenditure by 

institutions and functions, a variety of other data 
sources and methods are necessary. These include:
•	 The detailed allocation of spending on activities 

of central programmes is based on additional 
data and information provided by the directors 
and staff of each programme, for example, the 
Family Health Bureau.

•	 The allocation of hospital expenditure by type 
of hospital and by function is principally based 
on analysis of data from cost surveys of govern-
ment hospitals, which were conducted in 1991, 
1997 and 2006. The most recent of these was 
the IHP-MOH Public Health Facility Survey 
2006, which collected detailed data on costs and 
activities in a representative sample of over 70 
government health institutions.

•	 The allocation of expenditure on medicines and 
supplies to different institutions and regions, 
and functions within hospitals, is based partly 
on data collected in hospitals by the IHP-MOH 
Public Health Facility Survey 2006, and partly 
on data provided by the Medical Supplies Divi-
sion of MOH.

Fees paid to government healthcare insti-
tutions

Collections of official fees paid to government hos-
pitals and facilities are reported in the CIGAS ac-
counts and provincial council financial statements. 
In addition, the revenues of autonomous board-run 
hospitals are obtained from their annual reports. 

Private hospital spending

The estimates of private hospital spending are based 
on data obtained in regular surveys of private hos-
pital institutions conducted by IHP, supplemented 
with information extracted from the published fi-
nancial accounts of a number of hospitals.

Sales of medicines from pharmacies

Expenditure on the distribution of medicines by re-
tail outlets, primarily pharmacies, is based on data 
reported in the Sri Lanka Pharmaceutical Audit 
(SLPA), conducted by IMS-Health Sri Lanka. Ad-
justments are made to these data to account for 
gaps in the survey coverage of SLPA. 

Private dental practitioners

Estimates of spending at private dental practitioners 
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are based on the national accounts estimates of the 
Department of Census and Statistics and the Na-
tional Oral Health Surveys. These are considered to 
be under-estimates, but data are currently lacking to 
improve the numbers. 

Employer medical benefits

This expenditure is estimated using data from oc-
casional sample surveys of large employers in the 
country. The survey data used distinguishes between 
employer direct financing of medical benefits for 
their employees and payments to insurance compa-
nies to provide medical insurance. The latter is de-
ducted in order to arrive at the final estimates.

Private health insurance expenditure

This expenditure is based on regular IHP surveys 
conducted on the activities of commercial health in-
surance schemes. These provide data on aggregate 
expenditure, as well as their allocation to different 
types of healthcare goods and services.

Private practitioners and other miscella-
neous items of household expenditure

Payments to private practitioners are estimated 
from a variety of data sources. These include oc-
casional surveys of private doctors, including the Sri 
Lanka Private Clinic Survey 2000, and household 
surveys of out-of-pocket expenditure, including the 
Central Bank Consumer Finance Surveys 1996/97 
and 2003/2004, and the Department of Census and 
Statistics Household Income and Expenditure Sur-
veys. Various adjustments are made to these data in 
order to derive estimates that are consistent with all 
the available information. 

Other items of household expenditure are estimated 
mainly from data of various national household sur-
veys. Such items include household expenditure at 
indigenous medical practitioners, for laboratory and 
diagnostic services, and purchases of optical glasses 
and other medical durables. These data are adjusted 
during estimation for known biases in survey re-
porting. 
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Appendix: SHA standard tables showing health expenditure in Sri Lanka, by financing source, provider and function for selected years 
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Appendix: SHA standard tables showing health expenditure in Sri Lanka, by financing source, provider and function for selected years 
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Appendix: SHA standard tables showing health expenditure in Sri Lanka, by financing source, provider and function for selected years 
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Appendix: SHA standard tables showing health expenditure in Sri Lanka, by financing source, provider and function for selected years 
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Appendix: SHA standard tables showing health expenditure in Sri Lanka, by financing source, provider and function for selected years 
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Appendix: SHA standard tables showing health expenditure in Sri Lanka, by financing source, provider and function for selected years 
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All-island wide personal 
medical services

Expenditure for programmes providing personal medical services benefiting in-
dividuals employed in the armed forces, police or resident in prison institutions. 
These individuals are not regarded as part of the normal population in each prov-
ince. Furthermore, it is not practical to make such disaggregation.

Capital formation The sum of expenditure on fixed assets (e.g., new buildings and equipment with a 
useful life extending over a number of years).

Current Expenditure Please refer Recurrent expenditure

Employer medical 
benefits

Health expenditure paid for/reimbursed directly by the employer to the employee.

Employees Trust Fund 
(ETF)
	

A form of social security for persons in paid employment, where the employer 
pays 3% of the gross salary to the fund on behalf of the employee, which can be 
withdrawn by the beneficiaries at retirement or prematurely for specific reasons, 
including some types of medical expense.

Gross domestic product A statistic that refers to the total market value of goods and services produced 
within a given period, after deducting the cost of goods and services used up in 
the process of production, but before deducting allowances for consumption of 
fixed capital.

Implicit price deflator A GDP price deflator that is calculated by dividing its nominal GDP component 
by the chain volume measure of real GDP.

Inflation The increase in the price level of goods and services in the economy

Inpatient Care for a patient who is formally admitted (or ‘hospitalised’) to an institution for 
treatment and/or care, and stays for a minimum of one night in the hospital or 
other institution providing in-patient care.

Medical goods dis-
pensed to out-patients

This item comprises medical goods dispensed to outpatients and the services con-
nects with dispensing, such as retail trade, fitting, maintaining, renting of medical 
goods and appliances. Services of public pharmacies, opticians, sanitary shops, 
and other specialized or non-specialised retail traders are included here. For the 
most part, this item consists of the retail sale of medicines by pharmacies.

Outpatient A patient who is not an inpatient (not hospitalized), but instead is cared for else-
where – as in a doctor’s office, clinic, or day surgery centre. Outpatient care is also 
called ambulatory care.

Public health Services that are aimed at protecting and promoting the health of the whole popu-
lation or specified population subgroups, and/or preventing illness, injury and 
disability in the whole population or specified population subgroups. Public health 
services do not include treatment services. In the SLHA, public health services 
include: maternal and child health programmes, family planning, preventive health 
programmes, school health services and nutritional activities with a primary health 
purpose.

Real expenditure Expenditure expressed in terms which have been adjusted for inflation. This en-
ables comparisons to be made between expenditure in different years.

Recurrent expenditure Expenditure incurred by organisations on a recurring basis, for the provision of 
health services, excluding capital expenditure, but including indirect expenditure.

System of health ac-
counts (SHA)

A standardized framework for reporting and classifying health expenditure de-
veloped by the OECD and endorsed by WHO for the purposes of international 
reporting by countries.
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