
 

Sri Lanka: Crisis, but no talks  

 

 

 

Sri Lanka is, to put it mildly, a nation in extreme 

crisis. It is currently undergoing one of the 

worst economic crises in its history, with the 

nation being effectively bankrupt and facing 

shortages of most items, with food, medicine 

and fuel being the most pressing. This has led 

to mass protests and civil unrest that have 

spiralled out from the shortages to broader 

issues over political and economic corruption, 

and calls for the government to resign as a 

prelude to reforms in all areas of public and civil society. The current PM, Ranil Wickremesinghe, 

has refused to go and has offered the chance for the country’s youth to participate to a greater 

degree in the political dialogue, although there has been no immediate sign that this offer will be 

accepted. Meanwhile the President, Gotabaya Rajapaska, has taken a far more aggressive line, 

instituting curfews and ordering a shoot-on-sight policy against looters.  

 

The best-case scenario is that Sri Lanka needs to raise $4bn USD to pay for food and fuel and begin to 

meet some of its debts. The government is thus prepared to conduct a firesale of nationalized assets from 

airlines to utility companies, and offer overwhelmingly imbalanced incentives to encourage quick 

investment. A number of problems: firstly the concern that this is simply papering over the cracks and that 

the socio-political situation in Sri Lanka has deteriorated so much that full-blown civil disobedience is the 

only possible endpoint. Second, that the money which does make its way into the country will simply fall 

prey to the endemic and historical financial/political corruption which has done so much to put Sri Lanka 

in this position in the first place. And third, that Sri Lanka will find itself forced to deal with such disreputable 

nations, organisations or individuals in the process of survival (for instance, it is willingly accepting Russian 

oil) that could render the future corporate climate irrevocably changed for the worst.  

 

Rajapaska has the support of enough politicians, and the military, to make a coup extremely unlikely. 

Thoughts therefore turn to the environment that he has created and how serious the possibility of reform 

is. The economy has certainly grown over the past twenty years (albeit helped by the end of the civil war 

in 2009) to the point where Sri Lanka was ranked a middle-income country.  

 

But the Rajapaska policies in the decade since prompted drastic agricultural (and thus economic) decline 

and let debt balloon to $51bn USD, while allowing their coterie of political and economic cronies to siphon 
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money off the majority of deals and enshrine corruption across national and local government. All of the 

good economic work was undone in a little over a decade, with poor pandemic management simply making 

matters even worse.  

  

What is notable about the wave of protests so far, apart from the speed with which they have evolved from 

being about the immediate crisis to Sri Lanka’s present, past and future, is their relative unity. Sri Lankan 

society is comprised of multiple religious and ethnic divisions and politicians have in the past exploited 

these for their own ends, just as the groups themselves have not always ‘come together’ as they should 

in the face of adversity. In the recent protests however, you are just as likely to see Buddhists as Muslims, 

and Tamils and Sinhalese side-by-side. While this seems to resolve immediate concerns about the degree 

to which ethnic or partisan violence and trouble can be fostered that will affect businesses, it increases the 

likelihood that the government, in survival mode, will simply target everyone, with businesses being 

collateral damage.  

 

A government in defensive mode will be unable to function properly. While the crisis continues, Sri Lanka 

will: be unable to deal with the problems of smuggling and counterfeiting that have plagued the corporate 

sector for years, make no progress on separating the large-scale infrastructural and industrial projects 

from the corruption that goes alongside them, and there can be no substantial addressing of fundamental 

failings in wider society; be these the ‘disappearance’ of multiple journalists and government critics, the 

profiteering and democratic deficit that inform and deepen each other, or the closer economic associations 

with Russia and China (both by necessity and design) that render Sri Lanka an increasingly dangerous 

business destination. The biggest worry is that the political and economic damage has already been done, 

no matter what happens next.  

 

 

 


