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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 Institute for Health Policy. The SLHA is designed to meet and is compliant with 
the WHO-endorsed international standard for reporting of  health accounts statistics, the Organization for 
Economic Cooperation and Development’s System of  Health Accounts (OECD SHA). The original SLHA 
system was designed by IHP staff, led by Ravi P. Rannan-Eliya and Tharanga Fernando, 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.

With National Health Expenditure Sri Lanka 1990–2006, IHP publishes the first major update of  health accounts 
statistics for Sri Lanka since the original Sri Lanka National Health Accounts Report published in 2003. This 
update incorporates a number of  major improvements and enhancements since that first report. The improve-
ments include changes in the underlying data sources used for major items of  expenditure, such as by the cen-
tral government, and revisions to estimation methods to increase accuracy and to ensure greater compliance 
with the latest interpretations of  the relevant international standards. A major enhancement is the introduction 
of  estimates of  health expenditures at the district level, extending the previous provincial analyses. These are 
provided in this report on an experimental basis, but will become routine in future updates. 

With the refinement and improvement of  methods and data sources, changes to previously published estimates 
of  expenditures in earlier years are inevitable. This publication thus provides new, updated estimates for all 
years since 1990, to ensure full consistency and comparability of  the estimates across different years. Compari-
sons of  Sri Lankan health expenditures over time should accordingly be based on this publication, rather than 
on earlier published estimates.

The statistics published in this 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 web 
site 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 2006 was an estimated Rs. 117.9 billion (Table 1). This was equiva-•	
lent to Rs. 5,926 per person, or US$57 per capita (Table 3).  

Health expenditure as a proportion of  GDP was estimated at 4.2% in 2006, up from 3.6% in 1990.•	

Public sector financing accounted for 49% of  total expenditure while the private sector financed 50% in •	
2006. The public share of  financing has fluctuated between 42% and 49% throughout the period of  1990-
2006, with some increase in the most recent years.

Real growth in expenditure averaged 6.2% between 1991 and 2006 with the highest growth rate (13.3%) •	
occurring in 2004. 

Central government financing share of  total public spending increased from 59% in 1990 to 65% in 2006, •	
with fluctuations in the intervening years. This increase in its share was compensated by a drop in the pro-
vincial government funding share. The local government financing and social security expenditure shares 
have changed by less than one percent over time (Table 5).

Private sector financing of  health expenditure was dominated by household spending. This ranged from •	
83% to 88% during the 1990 to 2006 period, while employer sponsored insurance made the next largest 
contribution (ranging from 6% to 10%). Overall the relative spending shares of  all the private sector fi-
nancing sources has not changed significantly over time (Table 7).

The share of  expenditure on inpatient care has increased over time from 19% to 33%, and the share of  •	
expenditure on outpatient care has dropped from 26% to 21%, while preventive spending has dropped 
from 9% to 6% (Table 9). 

In 1990, spending on outpatient care was more that on inpatient care, but by 2006, this had reversed (Table •	
8).

Inpatient care and prevention and public health services are predominantly publicly financed, while outpa-•	
tient care and medical goods dispensed to outpatients are mostly privately financed (Table 10). 

Hospitals account for the largest amount of  spending (47%), followed by providers of  ambulatory care •	
(26%) and retail sale and other providers of  medical goods (20%), in 2006. The trends over time show that 
the hospital share of  spending has increased, while the latter two have decreased (Table 11).

Public sector financing accounted for 85% of  total hospital expenditures in 1990, but dropped to 78% in •	
2006, while private sector financing increased from 15% in 1990 to 22% in 2006 (Table 12).

Total health expenditure was highest in the Western Province and lowest in the North-Central Province •	
(Table 15). Western, Southern, North-Western and Sabaragamuwa provinces have the highest contribu-
tion from private financing, but except for the Western Province, they show a drop in the private share of  
financing from 1990 to 2006 (Table 17). 

Per capita health spending by government in the Western Province was Rs. 2,318 in 2006, while the highest •	
level of  government spending was in the Central Province at Rs. 2,537 per capita (Table 16).



1. Background



2 Sri Lanka Health Accounts: National Health Expenditures 1990-2006

About this report

This publication reports on health expenditure in 
Sri Lanka for all years between 1990 and 2006, by 
sources of  funding and areas of  expenditure. Ex-
penditure is analysed in terms of  who provides 
the funding for health care – sources of  financing, 
which organizations deliver those services – provid-
ers, what types of  services are financed with those 
funds – functions, and where those expenditures 
occur – by province and district. Both sources of  
financing and providers are also categorized accord-
ing to public and private sectors. The system of  
reporting used is the Sri Lankan Health Accounts 
Framework, which is based on the World Health 
Organization  (WHO) endorsed System of  Health 
Accounts (OECD SHA), published by the OECD 
(2000). 

The tables and figures in this publication present ex-
penditures 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 had the 2006 prices ap-
plied in all years. 

International comparisons of  expenditure are made 
with a selection of  territories in the Asia-Pacific re-
gion, 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 statisti-
cal tables. These include selected tables in OECD 
SHA format for all years, so as to aid international 
comparison.

Structure of the health sector 
and the 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 ac-
commodate one or two pay wards, where patients 
are charged additional fees, but their turnover is 
negligible in comparison to the rest of  public sector 
delivery. Two revenue-generating, public sector hos-
pitals also operate autonomously under supervision 
of  their own boards, namely the Sri Jayewardenepu-
ra General Hospital and the Wijaya Kumaratunga 
Memorial Hospital. 

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. Some 
of  these central programmes also operate support 
and operate though the programmes administered 
by lower levels of  government. 

The bulk of  donor funding is channelled through 
the Treasury, while some donor funds are disbursed 
directly through the relevant programmes or proj-
ects. The provincial government financing and ser-
vices are administered by the Provincial Directors 
of  Health Services (PDHS) offices, which in turn 
deliver services through the provincial, base, district, 
rural hospitals, maternity homes, central dispensa-
ries and Medical Officer Of  Health (MOOH) units. 
Most Provincial Council funds are sourced from the 
Treasury, and channelled through the Finance Com-
mission. The expenditure of  local governments is 
mainly financed from their own revenue, but ap-
proximately 70% or more of  salary costs is reim-
bursed by Provincial 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 (Fernando et al., 2007). The statistics 
presented here are current as of  December 2008.

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. 
One of  these new data sources was the IHP-MOH 
Public Facility Survey that was carried out in 2006, 
which provided new data to revise the estimates of  
the functional composition of  expenditures at gov-
ernment hospitals. A new survey design for survey-
ing Pradeshiya Sabhas yielded better estimates for 
the local government expenditures. 

Development of  new methods enabled the esti-
mation of  government expenditures on outpatient 
medicines, which had previously been reported 
under outpatient care expenditures. These expen-

ditures are now reported under the functional cat-

egory “pharmaceuticals and other medical non-
durables dispensed to outpatients”. Separately from 
this, changes in the methods and data used to esti-
mate central government expenditures have made 
it possible to identify a wider range of  government 
departments that provide health services, other than 
the Ministry of  Healthcare and Nutrition. Addition-
ally, spending by all government departments on 
medical supplies have been included. 

Revised estimates of  capital formation at private 
hospitals have been incorporated owing to new 
sources of  survey data. Estimates of  pharmacy 
sales have been revised following advice from IMS-
Health about data interpretation, and following con-
sideration of  imports data from Sri Lanka Customs. 
A new component of  private spending has been 
included to cover expenditure on mosquito coils, 
household insecticides and mosquito nets, based 
on analysis of  the Census and Statistics Depart-
ment Household Income and Expenditure Survey 
(HIES). 



2. Total Health Expenditure
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2.1 Trends in total health 
expenditure
Total expenditure on health goods and services and 
capital formation in Sri Lanka in 2006 is estimated 
as Rs. 117.9 billion (Table 1). This represented an 
increase of  Rs. 21.4 billion over the preceding year, 
which is a 22% increase in nominal terms. In real 
terms this was equivalent to an increase of  11%. 

The annual increase in real terms of  11% in 2005-
2006 was above the average real annual growth rate 
for health expenditure for the 1990–2006 time peri-
od, which was 6%. Overall, total health expenditure 
more than doubled in real terms between 1990 and 
2006 (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 4.2% of  GDP in 2006, which 
is a significant increase from the level of  3.6% of  
GDP in 1990 (Table 2).

Figure 2: Total health expenditure in constant  prices, 1990 to 2006

Year

Note: Constant price health expenditures are expressed in terms of 2006 prices.

Source: Table 1.

R
s.

 m
ill

io
n

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

Both GDP and health expenditure grew in nomi-
nal terms in every year from 1990 to 2006. From 
1997 to 2003, excluding 1998, both GDP and health 
expenditure grew at nearly equal rates. However, 
from 2004 health expenditure increased significantly 
more each year than GDP. 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 3.6% pre-1998, and then steadily rises in 
the following years, and increases more rapidly after 
2003.
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Table 1: Total health expenditure, current and constant prices (2006), and annual growth rates, 
1990 to 2006

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

Current Constant(a) Current Constant
1990  11,509  45,498  -  - 
1991  12,491  44,491  8.5 -2.2 
1992  15,054  48,759  20.5  9.6 
1993  16,250  48,077  7.9 -1.4 
1994  19,181  51,897  18.0  7.9 
1995  23,241  57,992  21.2  11.7 
1996  26,861  59,792  15.6  3.1 
1997  30,532  62,542  13.7  4.6 
1998  36,870  69,653  20.8  11.4 
1999  40,535  73,370  9.9  5.3 
2000  46,353  78,656  14.4  7.2 
2001  52,535  79,353  13.3  0.9 
2002  60,002  83,608  14.2  5.4 
2003  68,053  90,213  13.4  7.9 
2004  84,248  102,199  23.8  13.3 
2005  96,471  106,414  14.5  4.1 
2006  117,850  117,850  22.2  10.7 

Average annual growth rate 
1991-2000  15.0  5.7 
2001-2006  16.9  7.1 

1991-2006  15.7  6.2 
(a) Constant price health expenditures are expressed in terms of 2006 prices.
Source: IHP Sri Lanka Health Accounts Database. 

Figure 3: Ratio of health expenditure to GDP (%), 1990 to 2006     

Year

Pe
rc

en
ta

ge
 (%

)

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

Source: Table 2.
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Table 2: Total health expenditure, GDP, annual growth rates and share of health on GDP, 
1990 to 2006

Year

Total health expenditure GDP Ratio of health 
expenditure to 

GDP (%)
Amount      

(Rs. million)
Nominal Growth 

rate (%)
Amount

(Rs. million)
Nominal Growth 

rate (%)
1990  11,509  -  321,784  - 3.6
1991  12,491  9  372,345  16 3.4
1992  15,054  21  425,283  14 3.5
1993  16,250  8  499,565  17 3.3
1994  19,181  18  579,084  16 3.3
1995  23,241  21  667,772  15 3.5
1996  26,861  16  768,128  15 3.5
1997  30,532  14  890,272  16 3.4
1998  36,870  21  1,017,986  14 3.6
1999  40,535  10  1,105,963  9 3.7
2000  46,353  14  1,257,636  14 3.7
2001  52,535  13  1,407,398  12 3.7
2002  60,002  14  1,581,885  12 3.8
2003  68,053  13  1,761,161  11 3.9
2004  84,248  24  2,029,365  15 4.2
2005  96,471  15  2,365,593  17 4.1
2006  117,850  22  2,801,828  18 4.2

Average annual growth rate
1991-2000  15  15 

2001-2006  17  14 

1991-2006  16  15 
Source: IHP Sri Lanka Health Accounts Database. 

2.3 Health expenditure per 
person
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 2006, the estimated per person health ex-
penditure was Rs. 5,926 or US$ 57 (Table 3). Real 
growth in per person health expenditure between 
1990 and 2006 averaged 4.8% per year, compared 
with 6.2% 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 
expenditures and per capita GDP over time follows 
a similar pattern as seen in figure 4.
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Table 3: Per capita health expenditure and GDP, 1990 to 2006

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  690  2,728  17  -  19,297  76,285  482 
1991  740  2,638  18 -3.3  22,074  78,627  534 
1992  882  2,858  20  8.4  24,927  80,736  569 
1993  942  2,786  20 -2.5  28,954  85,664  600 
1994  1,099  2,975  22  6.8  33,192  89,804  672 
1995  1,318  3,288  26  10.5  37,856  94,462  739 
1996  1,506  3,353  27  2.0  43,075  95,884  779 
1997  1,694  3,470  29  3.5  49,390  101,170  837 
1998  2,024  3,823  31  10.2  55,877  105,561  865 
1999  2,202  3,985  31  4.2  60,070  108,730  853 
2000  2,492  4,228  33  6.1  67,600  114,711  892 
2001  2,795  4,222  31 -0.1  74,874  113,095  838 
2002  3,157  4,399  33  4.2  83,226  115,970  870 
2003  3,535  4,686  37  6.5  91,479  121,268  948 
2004  4,329  5,251  43  12.1  104,273  126,492  1,030 
2005  4,905  5,411  49  3.0  120,276  132,673  1,197 
2006  5,926  5,926  57  9.5  140,894  140,894  1,355 

Average annual growth rate
1991-2000 4.6
2001-2006 5.9

1991-2006  4.8 
(a) Constant price health expenditures are expressed in terms of 2006 prices.
Source: IHP Sri Lanka Health Accounts Database. 
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Figure 4: Per capita health expenditure and per capita GDP (Rupees), 1990 to 2006  

GDP

Health Expenditure

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

Source: Table 3.
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3.1 General trends

In 2006, government financing of  health expendi-
ture was Rs. 57.8 billion, compared with Rs. 59.2 
billion from private sources (Table 4). This repre-
sented 49% 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 mod-

estly, higher than the public contribution over the 
entire time period, with the highest share seen in 
2003, when public financing of  health expenditures 
dropped to 41.5% of  the total. 

Public sector financing of  health was 1.7% of  GDP 
in 1990 while private sector financing was 1.8%. 
However, the gap narrowed by 2006, when the pub-
lic sector and the private sector both spent approxi-
mately 2.1% of  GDP on health (Figure 6).

Pe
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ta

ge
 (%

)

Figure 6:Public and Private spending as a share of GDP (%)    

Public Private
Year

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

Source: Table 4.

Figure 5: Share of public and private funding (%), 1990 to 2006     

Public Private
Year
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1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006

Source: Table 4.
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3.2 Government financing

Table 5 shows that the central government share 
of  total government financing has increased from 
around 60% in the early 1990s to reach 65% during 
the latter part of  the decade. However, during the 
most recent years of  2005 and 2006 the provincial 
council share of  funding rose slightly. In 2006, the 
central government share of  public sector financ-
ing was 65%, while the provincial governments fi-
nanced 33%. Local government financing was 1.4% 
and the Employees Trust Fund, which is a form of  

social security, contributed 0.1% (Figure 8). Table 6 
and Figure 7 provide a more detailed breakdown of  
government financing. As can be seen, the Ministry 
of  Health accounts for almost all central govern-
ment expenditures, 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 1% of  govern-
ment financing before 1996 to almost 3% in 2004. It 
has since declined in importance to 1% in 2006.

Other Government Ministries, Department and Agencies Local Government bodiesProvincialDOHsCentral MOH
Year

Pe
rc

en
ta

ge
 (%

)

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

Figure 7: Government expenditure by financing source (%), 1990 to 2006

Source: Table 6.

Figure 8: Government expenditure by financing source (%), 2006    

Source: Table 5.

Local government bodies
1%

Provincial councils
32%

Social security
0%

Central government
67%

Public sector 
expenditure: 
49% of THE

 (Rs. 57.7 billion)
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3.3 Private financing

Figure 9 and Table 7 show that the bulk of  the 
private sector financing is by household out-of-
pocket expenditure, which has been over 80% 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 source of  private financ-
ing. This expenditure has shown a slight decline of  
about 1–2% points over time with the exception of  
the year 2000, when it increased to 10% of  overall 
private sector financing.
 
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 3% by 2006, 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 provider own resources 
increased by about 1–2% points over time, with sig-
nificant increases in 2002 and 2003.

Figure 10 shows the overall composition of  pri-
vate financing in 2006. Out-of-pocket spending by 
households remains the predominant element at 
86% of  total private financing, followed by employ-
ers at 6% and private insurance with 3%.

3.4 External donor financing
External donors in Sri Lanka largely comprise of-
ficial multilateral or UN agencies, such as the World 
Bank, WHO and GFATM, and official bilateral 
agencies from countries such as Japan and Korea. 
Much smaller flows of  external financing 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 
JICA, 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 
reflects the fact that these expenditures are incorpo-

Source: Table 7.

Figure 9: Private expenditure by financing source (%), 1990 to 2006 

Year

Pe
rc

en
ta

ge
 (%

)

Non-profit institutions serving householdsProvider own resources Private insurance EmployersHouseholds

1990 1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
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Source: Table 7.

Figure 10: Private expenditure by financing source (%), 2006     

Provider own 
resources

3%

Households
86%

Non-profit institutions 
serving households 2%

Employers 6%

Private insurance 3%

rated 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 gen-
eral revenue taxation, and so the ultimate source of  
financing remains the government, and  by exten-
sion 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. These have 
remained less than 1% of  total health expenditure 

through the entire period (Table 4). These are main-
ly the funds coming from agencies such as WHO 
and Unicef. However, even if  external donor financ-
ing channelled through the Treasury is included, to-
tal donor funding has typically accounted for less 
than 7% of  total public spending (Fernando et al., 
2007).

Private sector 
expenditure: 50% 

of THE
 (Rs. 59.1 billion)
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function
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4.1 Recurrent expenditures

The SLHA systematically classifies the purposes or 
functional uses of  health expenditures (Table 8). 
Total health expenditure in Sri Lanka consists of  
both recurrent and capital expenditures. Recurrent 
expenditures are used for a range of  functional pur-
poses, whilst capital expenditures are used to invest 
in new capital infrastructure and equipment. 

Inpatient and outpatient care services

The largest part of  health spending is for curative 
care (i.e., the combination of  inpatient and outpa-
tient care services). This was around 45% of  THE 
in 1990, and rose to over 55% by 2006 (Table 9 and 
Figure 11). Of  the curative care expenditure of  45% 
of  THE in 1990, 25.5% of  it was outpatient care 
and 19.1% inpatient care. During the subsequent 
years, the inpatient share has increased steadily. By 
2006, inpatient spending accounted for 33.8% of  
THE, and outpatient spending 21.1% (Figure 12).

Inpatient care is mainly financed by the public sec-
tor, which accounted for 80% in 1990 (Table 10). In 
2006 the public share had dropped to 72%. Outpa-
tient care was mainly financed by the private sector, 
which was around 77% in 1990, but by 2006 the 
private share had decreased to 65%. 

Distribution of medicines and medical 
goods to outpatients

The second major component of  spending on 
personal medical services is on medical goods dis-
pensed to outpatients, which was 22% of  THE in 
2006. This category mainly comprises sales of  medi-
cines and other medical goods from pharmacies and 
other retailers, but also includes medicines and other 
medical goods provided to outpatients in the public 
sector. Overall, about 90% of  the expenditures to 
supply medicines and other medical goods to outpa-
tients were privately financed, and mostly by house-
hold out-of-pocket spending. Section 4.3 presents a 
more detailed overview of  these expenditures.

Prevention and public health services

Prevention and public health service expenditure de-
creased as a share from 9% of  THE in 1990 to 6% 
in 2006. The decline in the share of  preventive care 
in THE was due solely to a decline in central MoH 
expenditures. This in turn was largely explained by 

a decline of  more than 80% in malaria control ex-
penditures, and a more modest reduction in Family 
Health Bureau (FHB) expenditures. The decline in 
malaria control expenditures was due to adoption by 
the health ministry of  a more efficient vector-con-
trol strategy in accordance with WHO recommen-
dations, 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 does not indicate that 
this resulted in deteriorations in performance. De-
spite the declining share, it must be noted that over-
all expenditures in rupee terms did not fall. 

Preventive care is mainly financed by the public sec-
tor, but its share showed a decrease from 91% to 
86% from 1990 to 2006. 

4.2 Capital expenditures
Expenditures for capital formation go largely to 
building and improving hospitals, and purchasing 
plant and equipment. Its overall level has fluctuated, 
but has typically been in the range of  10-14% of  
THE (Table 9).

Most capital expenditures in the health sector are 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, a notable trend has been a growing 
level of  spending on 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 expenditures between 2000 and 2005 in-
creased to 15–31%, accounted mainly by a number 
of  large, new private hospital investments, and ex-
tensions of  existing private hospitals (Table 10).
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Figure 11: Functional breakdown of spending (%), 1990 to 2006     

Year

Pe
rc

en
ta

ge
 (%

)

Ancillary services to health care
Services of rehabilitative and long-term nursing care
Outpatient care
Inpatient care

Prevention and public health services
Health administration and health insurance

Medical goods dispensed to out-patients

Capital formation of health care provider institutions

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

Source: Table 9.

Source: Table 9.

Figure 12: Total health expenditure by function (%), 2006

Inpatient care
Outpatient care
Service of rehabilitative and long-term nursing care
Ancillary services to health care
Medical goods dispensed to out-patients
Prevention and public health services
Health administration and health insurance
Capital formation of health care provider institutions

34%

21%

0%

22%

5%
2%

11%

5%

Total Health 
Expenditures

Rs. 117,850 million
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Figure 13: Flow of expenditures on medicines in the health sector, 2006

Medicines sold to private 
hospitals Rs. 1,580 million

Supplied to government 
hospitals by MOH MSD

Rs. Million 4,814

Drugs purchased by 
government hospitals(c) 

< Rs. 200 million 

Medicines sold to outpatients 
at pharmacies

Rs.10,667 million

Medicines sold to private 
practitioners for dispensing 

Rs. 158 million

Public sector 
purchases(a)

Private sector 
purchases(b)

Imports and domestic 
production of medicine

Rs. Million

Valuation of pharmacy sales at CIF, wholesale and retail prices

At retail prices

At CIF prices

At wholesale prices

2,0000 4,000 6,000 8,000 10,000 12,000 14,000 16,000

(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 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 expenditures are valued in terms of actual purchase prices paid by MOH and MOH institutions. Private sector expenditures are valued in terms of whole-
sale 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.

4.3 Pharmaceutical expenditures

The category of  expenditures reported by the SLHA 
as “Medical goods dispensed to outpatients” includes 
expenditures on providing medicines to outpatients, 
as well as expenditures on providing other medical 
goods, such as eye-glasses or wheelchairs to patients. 
Most of  these reported expenditures involve pur-
chases by households at pharmacies and other retail 
outlets. In the government sector, they include mostly 
spending on providing medicines distributed at out-
patient dispensaries, and some other medical goods 
and supplies distributed from outpatient facilities. 
They should not be interpreted as being equivalent 
only to expenditures for medicines. 

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

This is illustrated in Figure 13, which provides an 

overview of  the overall expenditures on medicines 
in Sri Lanka’s health sector in 2006. As can be seen, 
other than the supply of  medicines to outpatients by 
pharmacies and government outpatient departments, 
the use of  medicines by public and private hospitals 
and by dispensing doctors is substantial. Public fi-
nancing 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 expenditures on medicines in the pri-
vate sector, it is worth noting that the flow of  medi-
cines 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 inset chart in Figure 
13). The latter price in the case of  pharmacies also 
includes the mark-up on medicines which is used 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 value of  expenditures at wholesale prices in 
the private sector. The SLHA itself  reports pharmacy 
sales at retail price.





5. Health expenditure by 
providers
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5.1 Recurrent expenditures

The SLHA systematically classifies all expenditures 
by the institutions or providers where they are in-
curred (Figure 14). Three major categories of  pro-
viders accounted for most recurrent expenditures 
in 2006: hospitals (47%), providers of  ambulatory 
health care (26%), and retailers involved in sale and 
distribution of  medical goods (20%). Ambulatory 
care providers are mainly the clinics of  private phy-
sicians and dentists, and government outpatient fa-
cilities, such as MOOH units and dispensaries. Retail 
distributors are predominantly private pharmacies.

Expenditures at hospitals have become the largest 
spending component, with its share increasing from 
32% in 1990 to 47% in 2006 (Figure 15 and Table 
11). This was largely at the expense of  spending at 
ambulatory care providers, whose share decreased 
from 34% to 26%. There were also declines in the 
share of  spending at pharmacies from 24% to 20%.

5.2 Hospital spending
Hospital spending by source of financing

Hospital expenditures are mostly financed by public 
sources, but public sector financing fell from 85% 
in 1990 to 78% of  the total by 2006 (Table 12 and 
Figure 16). At the same time, private sector financ-
ing increased from 15% to 22%, largely owing to 
increases in the turnover at private hospitals, which 
are exclusively financed by private expenditures.

Government expenditures at hospitals are almost 
exclusively by MOH and PDOHs, and are spent at 
hospitals operated by them. Over time, an increas-
ing proportion of  this has been by MOH (Tables 
13 - 14). The reasons include transfers of  hospitals 
from PDOH to MOH control, and faster rates of  
increase in spending at higher-level government hos-
pitals that are more likely to be MOH-controlled.

5.3 Non-hospital spending

Most 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 2006), and those in-
volved in health administration (2%). Spending by 
agencies providing public health services has more 
than halved as a share of  total recurrent spending 
(from 7% in 1990 to 3% in 2006), in line with the 
overall slow increase in spending on public and pre-
ventive 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  
expenditures by private health insurance companies 
to administer private health insurance firms. 

Figure 14: Recurrent expenditure by provider (%), 2006

Source: Table 11.

Hospitals
Nursing and residential care facilities
Providers of ambulatory health care
Retail sale and other providers of medical goods
Provision and administration of public health programmes
General Health administration and insurance
Other industries (rest of the economy)
Rest of the world

47%

26%

0%

20%

3%

2%

0%

2%

Total Health 
Expenditures

Rs. 117,850 million
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Source: Table 11.

Other industries (rest of the economy)
Provision and administration of public health programmes
Providers of ambulatory health care
Hospitals

Retail sale and other providers of medical goods
General health administration and insurance

Nursing and residential care facilities

Rest of the world

Figure 15: Recurrent expenditure by provider (%), 2006   
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Figure 16: Recurrent health expenditure at hospitals by financing source (%), 1990 to 2006
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Table 12: Recurrent health expenditure at hospitals by financing source (%), 1990 to 2006

Year

Public Private

Total 
 Central 

MOH 
 Provincial 

DOHs  Employers Insurance  Households 

1990  38  46  2  0  13  100 

1991  42  42  3  1  13  100 

1992  44  40  3  1  13  100 

1993  47  34  3  1  14  100 

1994  49  34  3  1  13  100 

1995  54  30  3  1  12  100 

1996  56  28  2  1  13  100 

1997  58  25  2  2  12  100 

1998  54  28  3  2  14  100 

1999  56  25  3  2  14  100 

2000  55  26  3  3  13  100 

2001  54  26  3  2  15  100 

2002  53  27  2  2  16  100 

2003  48  27  2  2  21  100 

2004  48  26  2  2  21  100 

2005  51  25  2  3  19  100 

2006  53  25  2  2  17  100 
Source: IHP Sri Lanka Health Accounts Database. 

Table 13: MOH and PDOH recurrent expenditures on institutions (Rs. million), 1990 to 2006

Year

MOH expenditures PDOH expenditures

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  1,079  76  -  4  98  578  472  363  183 

1991  1,332  139  -  5  138  602  493  380  191 

1992  1,647  174  6  6  146  681  558  430  216 

1993  2,009  178  8  7  181  649  535  411  207 

1994  2,776  230  11  8  199  868  707  543  287 

1995  3,332  556  255  141  234  958  792  606  305 

1996  3,706  737  293  168  253  1,012  833  640  338 

1997  4,569  1,053  330  192  293  1,102  884  691  361 

1998  4,230  1,377  374  232  156  1,367  1,087  841  438 

1999  5,562  1,463  325  203  401  1,417  1,132  870  455 

2000  6,114  1,840  507  287  160  1,658  1,462  1,115  529 

2001  6,771  2,158  509  289  197  1,724  1,696  1,192  612 

2002  7,467  2,801  542  302  182  2,107  2,054  1,385  707 

2003  7,091  3,049  563  338  123  2,373  2,315  1,483  771 

2004  10,256  2,890  578  335  601  2,980  2,909  1,799  1,049 

2005  12,509  5,780  562  287  630  4,372  2,778  2,121  1,225 

2006  14,176  8,785  1,580  901  707  5,696  3,686  2,744  1,508 
Note: Excludes all military health provider institutions.

Source: IHP Sri Lanka Health Accounts Database. 
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province and district
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Basis for geographical distribution of expenditures
In the SLHA framework, expenditures are allocated geographically according to the area in which the benefiting individu-
als reside. If  a person receives healthcare treatment in a district outside the one where she normally lives, the expenditures 
should be allocated to the district where she originates. However, only for a few expenditures, do the available data readily 
identify the area of  residence of  those receiving the healthcare services. In practice, for most expenditures assumptions 
are necessary in order to estimate the relevant areas, and in many cases owing to the scarcity of  data, the expenditures can 
only be allocated to the district in which the services are provided. The latter is particularly the case with expenditures 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 mine when using these statistics. 

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

(i). Expenditures that are for the benefit of  individuals or the population residing in a specific province are classified as 
expenditures in that province.

(ii). Expenditures 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 are classified as national level 
expenditures, 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). Expenditures that are for the collective benefit of  national or provincial populations are classified as national or 
provincial-level collective expenditures. Examples include the cost of  maintaining the MOH headquarters and cer-
tain national or provincial-level public health programmes, such as health education for HIV/AIDS.

6.1 Trends in total and govern-
ment provincial spending
The Sri Lanka health accounts disaggregate to the 
extent possible health expenditures by province, 
for all years since 1990. In addition, in this report, 
disaggregation of  expenditures is given by district, 
although these are provisional estimates, and are re-
leased on an experimental basis. The basis on which 
expenditures are assigned to a province or a district 
are given in the box below, and users should ap-
ply appropriate caution when interpreting or using 
these statistics. 

Excluding expenditures spent on national collec-
tive services and all-island wide personal medical 
services, 86% of  total expenditures in 2006 can be 
located by province. Of  these, the Western Prov-
ince incurred the highest volume of  expenditures, 
while the North-Central Province incurred the low-
est (Table 15). Over time, this spending gap has 
widened between the Western Province and the 
North-Central Provinces (Figure 17). For years pri-
or to 2005, the Eastern and Northern Provinces are 
treated as one unit for reporting purposes, but as 
indicated by the statistics for 2005 and 2006, spend-

ing in the Eastern Province was greater 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-
ditures by province. This shows that the public per 
capita health expenditures were higher in the West-
ern, Central, North-Western and Uva Provinces 
than in the rest of  the country. However, it should 
be noted much of  the government expenditures in 
the Western Province are 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 
should be used with caution. 
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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 2006  

6.2 Provincial expenditures by 
source
Private sources of  financing account for the bulk 
of  expenditures in the Western, Southern, North-
Western and Sabaragamuwa Provinces (Table 17 
and Figure 18). Most of  this variation is explained 
by private spending for out-patient care, and medical 
goods dispensed to out-patients, and in the Western 
Province on capital formation. Spending in the Uva 
Province is mostly public, while in the Central and 
North-Central 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 has increased over time and reached 72% by 
2006, while the share from private spending fell 
from 64% in 1990 in the Southern Province to 54%. 
A similar decline is observed in the North-Western 
Province, where the private share decreased from 
60% to 51% in the same time.

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 gov-
ernments is higher than the central government for 
the remaining provinces. The highest total per capita 
private spending in 2005 was estimated at Rs. 5,117 
in the Western Province. Figure 20 shows that pub-
lic sector health expenditure on a per capita basis is 
highest in the Western and Central provinces, fol-
lowed by the Uva province while the Eastern prov-
ince displays the lowest level of  spending.
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Figure 18: Total health expenditure by financing source by province (% of total), 2005
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Note:  (a) Excludes expenditure on all-island wide personal medical services and national collective services. See text: Section 6.1
 (b) The size of the pies are representative of the value of THE.
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6.3 Hospital expenditures by 
province
Figure 21 presents expenditures on hospitals in pub-
lic and private sectors for each province.  Expen-
ditures at private hospitals are highest in the West-
ern Province (as would be expected due to the high 
concentration of  hospitals in Colombo), followed 
by the Central, Southern and North-Western Prov-
inces. 

6.4 District expenditures

On an experimental basis, district-level expenditure 
estimates have been prepared for 2005, and are pub-
lished in this report for the first time. At the cur-
rent time, these are only partial and limited mostly 
to public expenditures, given significant data limita-
tions.

Table 18: Total public health expenditure per capita by district (Rs.), 2005
District Per capita health expenditure District Per capita health expenditure
Colombo  2,829  Killinochchi  1512 (d) 
Gampaha  894  Batticaloa  1,389 
Kalutara  1,230  Ampara  804 
Kandy  2,514  Trincomalee  412 
Matale  1,439  Kurunegala  1,670 
Nuwara Eliya  725  Puttalam  1,239 
Galle  1,814  Anuradhapura  1,285 
Matara  1,235  Polonnaruwa  1,192 
Hambantota  1,665  Badulla  1,699 
Jaffna  1512 (d)  Moneragala  1,476 
Mannar  1512 (d)  Ratnapura  1,457 
Vavuniya  1512 (d)  Kegalle  1,368 
Mullaitivu  1512 (d) 
(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

Estimates of  public expenditures by district are pre-
sented in total in Table 18 and on a per capita ba-
sis in Figure 22. On a per capita basis, the highest 
levels of  government spending are in Colombo and 
Kandy. The next highest levels of  spending are in 
Kurunegala, Badulla, Hambantota and Galle, with 
the lowest levels in Trincomalee.
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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 stan-
dards, and so the SLHA expenditure estimates are 
directly comparable with other SHA-based esti-
mates of  spending in other countries. The Institute 
for Health Policy is a member of  the Asia-Pacific 
NHA Network (APNHAN), and through that net-
work, IHP collaborates with OECD, WHO and 
other similar agencies in other regional countries 
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 countries. In all the tables and figures, 
Sri Lanka and other territories are arranged in order 
of  increasing per capita GDP so as to further aid 
comparisons. 

7.2 Total spending and sourc-
es of healthcare financing
Total expenditure on health in Sri Lanka at 4.2% 
of  GDP in 2006 is comparable to spending levels 
in other lower-middle income economies in the re-
gion (Table 19). It is higher than in the Philippines 

(3.3%), but lower than in China (4.7%). In general, 
levels of  aggregate health spending in countries 
are closely related to income levels, with spending 
per capita increasing with income levels. Figure 23 
shows how the relationship between spending per 
capita and per capita GDP is quite consistent and 
linear between countries at different income levels 
in Asia. The figure also indicates that spending in 
Sri Lanka is actually slightly less than might be pre-
dicted for its income level. 

In general, the share of  public financing in total fi-
nancing increases with increasing income (Table 20). 
The 49% share in Sri Lanka is much higher than in 
poorer Asian countries, such as Bangladesh (26%), 
but at the same time much less than in more de-
veloped economies, such as Thailand (64%), Japan 
(79%) and Australia (68%). However, the sources 
of  public financing differ between countries, with 
some countries such as China and Korea relying sig-
nificantly on social insurance in addition to general 
government financing, which is essentially from tax-
ation. It is worth noting that the overall pattern of  
financing in Sri Lanka, with its predominant reliance 
on general government financing with no social in-
surance, and a mix of  out-of-pocket and employer 
spending most resembles that in Malaysia and Hong 
Kong (Figure 24). 

Table 19: General economic indicators and health expenditure for selected countries in the Asia-
Pacific region
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Bangladesh 2004  376  994  2,598  17  46 4.6
Viet Nam 2002  440  1,641  1,768  22  83 5.0
Mongolia 2002  520  1,976  74  30  119 6.6
Philippines 2005  1,169  2,959  3,282  39  98 3.3
Sri Lanka 2006  1,422  3,895  1,134  57  158 4.2
China 2005  1,715  4,076  105,682  81  193 4.7
Thailand 2005  2,800  7,069  6,168  98  239 3.5
Malaysia 2006  5,989  12,589  6,495  249  516 4.2
Taiwan 2005  15,714  26,068  21,260  939  1,557 6.0
Korea 2007  20,014  24,801  66,015  1,362  1,710 6.8
New Zealand 2006  25,898  25,945  10,644  2,544  2,608 9.9
Hong Kong SAR 2005  26,092  35,678  9,202  1,351  1,840 5.2
Japan 2006  34,253  32,040  352,505  2,759  2,477 8.2
Australia 2006  34,997  33,196  68,845  3,326  3,234 9.4
Note: Data for all subsequent tables in section 7 refer to the year mentioned in the above table for each country.
Source: OECD Korea Policy Centre-APNHAN regional health accounts data collection 2006-2009 and World Bank Development Indicators 2008.
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Source: Table 19.
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Figure 23: Per capita health expenditure (PPP$) vs per capita GDP (PPP$) for selected Asia-
Pacific countries and territories  
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Table 20:  Total health expenditure by financing agent for selected countries in the Asia-Pacific 
region (%) 
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Bangladesh  2,598  25.6  -  -  65.0  9.5  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 
Sri Lanka  1,134  48.9  0.1  4.9  43.0  3.1  100.0 
China  105,682  15.0  26.9  3.7  53.9  0.5  100.0 
Taiwan  21,260  5.5  56.7  -  34.5  3.2  100.0 
Malaysia  6,495  43.4  0.4  26.2  23.2  6.7  100.0 
Thailand  6,168  55.7  8.0  5.6  27.6  3.1  100.0 
Korea  66,015  12.3  42.7  4.1  35.7  5.2  100.0 
New Zealand  10,644  68.2  11.9  5.0  14.0  1.0  100.0 
Hong Kong SAR  9,202  47.7  -  16.5  34.5  0.5  99.2 
Japan  352,505  15.4  64.0  2.6  15.1  1.0  98.1 
Australia  68,845  67.7  -  7.5  18.2  6.6  100.0 
Source: OECD Korea Policy Centre-APNHAN regional health accounts data collection 2006-2009 and World Bank Development Indicators 2008.
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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)

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 that is for inpatient care in Sri Lanka is 
higher than in Bangladesh and Viet Nam, but oth-
erwise similar to the proportions seen in wealthier 
economies such as Thailand and Hong Kong. The 
share of  spending accounted for by sales of  medi-
cines by pharmacies is significantly less than in Ban-
gladesh and Viet Nam, but comparable to the levels 
seen in countries such as Japan and Australia. How-
ever, 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 is the case in Sri Lanka. In the case of  preven-
tive health spending, the share in Sri Lanka of  6.2% 
is again somewhere in between the poorer countries 
such as Bangladesh where it is 16%, and more devel-
oped economies such as Korea and Australia where 
it is less than 4% of  total spending. 

Figure 26 and Table 22 provide details of  the dis-
tribution of  spending by providers in Sri Lanka 
compared 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 
comparable proportions of  spending taking place in 
hospitals, outpatient and ambulatory care providers, 
and retailers of  medical goods. 
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Figure 25: Current health expenditure by function for selected Asia-Pacific countries and 
territories (%)     

Source: Table 21.

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

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

Source: Table 22. OtherRetail of medical goods

Providers of public health programmesHospitals, nursing and residential facilities
Providers of ambulatory care Health admin. and insurance
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Table 21:  Current health expenditure by function (mode of production) for selected countries in 
the Asia-Pacific region (%) 
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Bangladesh  2,234  25.5  0.0  -  5.8  51.3  0.4  15.7  1.2  99.9 
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  1,010  38.0  23.7  -  5.1  19.3  5.6  6.2  2.1  100.0 
Thailand  5,926  37.3  44.0  -  0.4  4.4  0.1  5.0  8.9  100.0 
Malaysia  6,178  32.4  36.4  0.1  11.7  4.2  3.7  3.5  8.1  100.0 
Taiwan  20,427  25.0  51.0  2.9  0.8  11.6  2.7  2.7  3.3  100.0 
Korea  61,932  28.0  35.8  1.8  0.3  26.3  1.9  2.0  4.0  100.0 
New Zealand  10,644  28.6  28.1  14.0  4.6  9.6  2.5  4.9  7.6  100.0 
Hong Kong SAR  8,848  35.7  38.2  5.3  2.6  6.8  4.4  3.5  3.5  100.0 
Japan  345,822  24.2  32.6  16.0  0.7  20.0  1.7  2.4  2.4  100.0 
Australia  64,862  37.0  33.6  0.5  6.2  14.6  3.5  1.7  2.9  100.0 
Source: OECD Korea Policy Centre-APNHAN regional health accounts data collection 2006-2009 and World Bank Development Indicators 2008.

Table 22:  Current health expenditure by provider for selected countries in the Asia-Pacific
region (%) 
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Bangladesh  2,234  25.5  26.8  45.7  1.0  0.8  0.2  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  1,010  45.9  27.3  20.2  3.2  1.9  1.6  100.0 
Thailand  5,926  72.3  9.5  4.4  3.6  10.1  0.1  100.0 
Malaysia  6,178  40.3  42.6  6.5  4.2  6.4  0.0  100.0 
Taiwan  20,427  52.2  28.4  14.3  2.7  2.4  -  100.0 
Korea  61,932  39.6  31.6  22.9  1.2  4.0  0.8  100.0 
New Zealand  10,644  48.2  28.1  12.0  2.6  7.6  1.5  100.0 
Hong Kong SAR  8,848  49.5  32.7  11.2  3.1  3.5  -  100.0 
Japan  345,822  58.7  23.6  13.6  2.0  2.0  -  100.0 
Australia  64,862  40.1  38.0  17.3  1.7  2.9  0.0  100.0 
Source: OECD Korea Policy Centre-APNHAN regional health accounts data collection 2006-2009 and World Bank Development Indicators 2008.
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8.1 General

The Institute for Health Policy reports health ex-
penditures domestically using the Sri Lanka Health 
Accounts (SLHA) framework. The first version 
of  this framework was originally developed dur-
ing 1998-99 for the Ministry of  Health by a team 
lead by Rannan-Eliya and Somanathan, and it was 
designed to be compliant with pre-publication ver-
sions of  the OECD System of  Health Accounts 
(SHA). The SHA was later published in 2000, and 
since then the health accounts team at IHP has con-
tinuously revised and updated the framework to en-
sure compliance with the SHA standards, which is 
the approach endorsed by WHO for international 
reporting of  health expenditure statistics. 

The SLHA framework in consistency with the SHA 
approach classifies all health spending according to 
three dimensions: sources of  financing, providers 
and functions. The most recent version of  the SLHA 
framework also classifies expenditures geographi-
cally, both by province and by district. For the three 
core dimensions, SLHA categorizes all spending ac-
cording to classification systems, which are based on 
the relevant SHA classifications, with appropriate 
modification to ensure relevance and applicability 
to Sri Lanka. For example, the classification of  pro-
viders explicitly categorizes the distinctive types of  
provider in Sri Lanka, such as Ayurvedic physicians, 
and takes into account the hospital classifications 
used by the Ministry of  Health. When revisions to 
the SLHA framework are made, IHP always seeks 
to revise earlier estimates to be compliant with the 
revised framework, so as to ensure consistency in 
reporting of  expenditures 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 expen-
ditures in Sri Lanka simultaneously using both the 
national SLHA framework and according to the 
OECD SHA framework. In the main part of  this 
report, expenditures have been reported according 
to the SLHA framework and classifications. How-
ever, to aid international comparison, the statistics 
used in Section 7 for Sri Lanka are based on the 
SHA definitions so as to ensure overall compatibil-
ity, and in Appendix this report provides a full set 
of  tables showing health expenditures in Sri Lanka 
using the SHA format for all years between 1990 
and 2006. 

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 
includes expenditure on health services (medical 
treatments and diagnosis), health goods (medica-
tions, aids and appliances), and other health services 
such as expenditure on public health, research and 
administration. These expenditures are collectively 
termed recurrent expenditure. Health-related in-
vestment is also referred to as capital formation or 
capital expenditure. The SLHA definition of  health 
expenditure is fully consistent and comparable with 
that in the OECD SHA standard. 

Total health expenditure (THE), as reported in the 
SLHA estimates, is equivalent to THE as defined 
by the SHA, and is only a subset of  all health and 
health-related expenditures. THE consists of  cur-
rent health expenditures and capital expenditure. 
Current health expenditure includes only direct 
health expenditures, and excludes health-related ex-
penditures such as research and training.

Total health expenditures as currently estimated and 
reported in the SLHA estimates are slightly under-
estimated, as certain categories of  spending are not 
currently measured in full. These principally consist 
of  expenditures by non-profit institutions, for which 
there are no comprehensive data sources, and ex-
penditures by households on long-term care. These 
expenditures, which are not included, may represent 
1-2% of  total health spending. 

The SLHA framework requires that health expendi-
tures be measured on an accrual basis, consistent with 
the recommendations of  the SHA. However,  data 
limitations mean that several elements of  spending 
are measured and reported on a cash base. These in-
clude all government expenditures, and some parts 
of  household out-of-pocket expenditures. 

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 
care using these resources. Financing sources are 
classified in the SLHA into public and private fi-
nancing sources, and those which are outside the 
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country. The major financing source categories are:
Government, comprising central government, •	
provincial councils, local governments and so-
cial security institutions, such as 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•	
Providers who use their own resources to fi-•	
nance healthcare activities.

 
Functions

Functions are the purposes for which healthcare ex-
penditures are used. The SLHA classifies expendi-
tures according to function, distinguishing between 
direct health expenditures, and health-related expen-
ditures. Health-related expenditures include capital 
expenditure, as well as expenditures on training, en-
vironmental health and research. Only direct health 
expenditures and capital expenditures are included 
in the definition of  THE. 

The major functional categories of  direct health ex-
penditures consist of: 

Inpatient and day care•	
Outpatient curative care•	
Rehabilitative and long-term nursing care•	
Ancillary services to health care, comprising labo-•	
ratory and other diagnostic services and patient 
transport
Medical goods dispensed to outpatients, compris-•	
ing medicines and other goods and supplies
Prevention and public health services, which are •	
services which are intended to improve or promote 
the health of  the population or groups within the 
population, including maternal and child health 
programmes, immunization programmes and 
health education activities
Health administration and insurance administration.•	

Providers

Providers are the entities that produce and deliver 
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 facilities •	
of  physicians, dentists and other health profession-
als which deliver care only on an outpatient basis
Retail sale and other providers of  medical goods, •	
comprising retail pharmacies, shops and other pro-
viders who distribute medicines and other medical 
goods and supplies
Provision and administration of  public health pro-•	
grammes, comprising agencies involved in deliver-
ing public health functions and activities
General health administration and insurance, com-•	
prising agencies responsible for health adminis-
tration, and administration of  health insurance 
schemes.

8.3 Data sources

General

IHP continuously collects information from a wide 
range of  government and private sources to compile 
the SLHA estimates. IHP also conducts regular sur-
veys of  the health sector in order to augment these 
data sources. The information collected is then ana-
lyzed in order to develop the final estimates that are 
published. A variety of  estimation methods are used 
to do this, with different methods being used to es-
timate different elements of  spending. 
 
Central government

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

Provincial and local governments

The spending of  provincial councils is estimated 
from the Financial Statements of  each provincial 
council and other data provided by the Finance 
Commission. These provide data on actual expendi-
tures with a two year delay, so the relevant statistics 
reported in this publication for 2006 are based on 
provisional estimates of  spending.   Expenditures by 
local governments are based on data collected by an 
annual IHP survey of  local governments.
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Private sector spending
A variety of  different data sources are used to esti-
mate private spending, with different data sources 
being used for specific elements of  spending. Major 
data sources include national surveys of  household 
expenditures by the Department of  Census and Sta-
tistics and by the Central Bank, surveys of  private 
hospitals and other providers conducted on a regu-
lar basis by IHP, and data from industry sources.

8.4 Methods used
Government spending
Data on aggregate government spending is obtained 
from CIGAS and the financial statements of  provin-
cial councils. These differentiate spending by different 
departments and ministry programs. However, for the 
detailed analysis of  expenditures by institutions and 
functions, a variety of  other data sources and methods 
are necessary. These include:

The details of  spending on activities of  central •	
programmes is also based on data and informa-
tion provided by the directors and staff  of  each 
programme, e.g., the Family Health Bureau.
The allocation of  hospital expenditures 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 was the IHP-
MOH Public Health Facility Survey 2006, which 
collected data on costs and activities in a sample 
of  over 70 government health facilities.
The allocation of  expenditures 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 Division of  
MOH.

Fees paid to government healthcare insti-
tutions
Collections of  official fees paid to government hospi-
tals and facilities are reported in the CIGAS accounts 
and provincial council financial statements. In addi-
tion, the revenues of  autonomous board-run hospi-
tals 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 hospi-
tal institutions conducted by IHP, supplemented with 

information extracted from the published financial 
accounts of  a number of  hospitals.

Sales of medicines from pharmacies
Expenditures on the sale of  medicines by retail 
outlets, primarily pharmacies, are based on the Sri 
Lanka Pharmaceutical Audit (SPLA) conducted by 
IMS-Health Sri Lanka. Adjustments are made to ac-
count for gaps in the survey coverage of  SLPA. 

Private dental practitioners
Estimates of  spending at private dental practitio-
ners are based on the national accounts estimates of  
the Department of  Census and Statistics. These are 
considered to be under-estimates, but data are cur-
rently lacking to improve these estimates. 

Employer medical benefits
These expenditures are estimated using data from 
occasional 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 expenditures
These expenditures are based on regular IHP sur-
veys conducted of  the activities of  commercial 
health insurance schemes. These provide data on 
aggregate expenditures, 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 occasional sur-
veys of  private doctors, including the Sri Lanka Private 
Clinic Survey 2000, and household surveys of  spend-
ing, including the Central Bank Consumer Finance 
Surveys, and the Department of  Census and Statistics 
Household Income and Expenditure Surveys. Various 
adjustments are made to these data to derive estimates 
consistent with all available information. 

Other items of  household expenditure are estimated 
mainly from data from the various national household 
surveys. Such items include household expenditures 
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 report-
ing. 
 



9. Appendix: 
SHA standard tables showing health 

expenditures in Sri Lanka, by financing 
source, provider and function 

1990-2006
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57Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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59Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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63Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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67Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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69Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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71Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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Appendix: SHA standard tables showing health expenditures in Sri Lanka, by financing source, provider and function 1990-2006
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All-island wide personal 
medical services  

Expenditures 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, and because 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).

Employer medical 
benefits

Health expenditure paid for/reimbursed directly by the employer to the employ-
ee.

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 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.

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 expenditures 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 
accounts (SHA)

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

Purchasing Power Parity 
(PPP)

A criterion for an appropriate exchange rate between currencies. It is a rate such 
that a representative basket of  goods in country A costs the same as in country B 
if  the currencies are exchanged at that rate.

Sri Lanka Health 
Accounts (SLHA)

The system for estimating and reporting health expenditures in Sri Lanka, with  
classification of  all expenditures by source of  finance, function of  care, provider 
and geographical region.
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