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1. Thinking behind the current proposal
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• The crisis in fact was an unprecedented, deep, complex and 
multifaceted disaster.

• It triggered an unprecedented wave of  spontaneous protests

• The country faced serious, and far reaching negative socio economic 
and political consequences. 

• People, particularly the poor and the vulnerable, had to undergo 
tremendous difficulties.

Sri Lanka went to an Economic Crisis in early 2022 that had serious social 
and political consequences….
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Budget deficit, financing and debt dynamics played a crucial role to get 
there….

• Government revenue (% of  GDP) has been declining over the past few decades 

• Government expenditure continued to remain high with a large share of   rigid 
recurrent expenditure, leaving less space for capital expenditure

• Accordingly, Sri Lanka has been experiencing ‘structural budget deficits’, along with 
‘persistent primary deficits’

• High and persistent budget deficits were financed through borrowings, resulting in an 
accumulation of  a large stock of  debt over time

• Weak performance of  public sector institutions added further pressures on the 
government, thereby worsening public debt dynamics

• Large and rising stock of  public debt raised debt sustainability concerns, thereby 
increasing the vulnerability to domestic and foreign shocks 

• Rising budget deficits and the ill timed tax cuts in late 2019, triggered rating 
downgrades, thereby limiting the access to foreign financing since 2020, resulting in an 
announcement of  Debt Standstill in April 2022.



Trigger points of  the current state of  the economy…. (1)

Central Bank Holdings of Government Securities (Face Value) Gross Official Reserves (End 2018 to March 2023)
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Monetary financing (money printing) reached 
excessive levels, without which the Government could 
not carry out day-to-day government operations, 
while meeting debt obligations…
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Gross Official  Reserves  (with ACU)

Gross Official  Reserves,  with ACU and without PBoC swap proceeds

Due to large foreign currency debt service payments 
and lack of inflows, gross official reserves declined 
rapidly,  prior to rebounding to some extent after the 
receipt of the first tranche of the IMF EFF program



Trigger points of  the current state of  the economy…. (2)

• Large forex inflows, which were anticipated,  

failed to materialize

• The request for IMF’s Rapid Financing Facility 

in 2020 did not materialize due to non 

consideration of  debt sustainability concerns 

• Requests for debt moratoria from bilateral and 

multilateral lenders were unsuccessful
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Finally, useable reserves of  the CBSL reached critically low levels…
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(USD mn)

Gross Official 
Reserves

Total CBSL 
Reserves

CBSL Usable 
Reserves (Forecast)

01-Apr-22 1,892 1,692 18

04-Apr-22 1,874 1,680 20

05-Apr-22 1,942 1,731 60

06-Apr-22 1,955 1,731 27

07-Apr-22 1,884 1,693 19

08-Apr-22 1,911 1,707 34

11-Apr-22 1,889 1,695 24

12-Apr-22 1,912 1,703 30

18-Apr-22 1,918 1,730 57

19-Apr-22 1,872 1,680 13

20-Apr-22 1,865 1,675 17

21-Apr-22 1,860 1,669 15

22-Apr-22 1,857 1,656 18

25-Apr-22 1,857 1,643 18

26-Apr-22 1,895 1,663 39

27-Apr-22 1,849 1,655 26

28-Apr-22 1,833 1,635 27

29-Apr-22 1,812 1,622 20

Creditor Due Amount      (USD mn)

ISB coupon payment 78.0

China Development Bank 104.0

Major debt service payments which were due on 
18 April 2022

Usable reserves estimated at 18 April 2022 
were not sufficient to honour the major debt 
service payments due on that day 

Hence, a DEBT STANDSTILL was announced 
on 12 April 2022.

Overseas creditor banks cut down credit lines to Sri Lankan 
banks



Major causes for the crisis…. (1)

• Having run an unsustainable macroeconomic model in tandem with the longstanding 
deficits in the budget balance and the external current account, the economy had 
fully exhausted its buffers by early 2022 as it was straddled by a myriad of  
vulnerabilities that emanated from both global and domestic sources. 

• Several inherent weaknesses of  the economy, further exacerbated by policy lapses, 
steered the country towards a multifaceted disaster. 

• Ill-timed tax reductions

• An ill-equipped attempt to swiftly adopt organic agriculture

• The depletion of  the country’s official reserves amidst futile attempts to maintain an untarnished 
debt servicing record

• The delay in the exchange rate adjustment, and 

• The failure to pay heed to several early warning signals

caused tremendous shockwaves across the economy. 
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Press Release on Annual Report 2022 - CBSL



Major causes for the crisis…. (2)
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• Consequently, the economy was battered by;

• excessive balance of  payments (BOP) pressures with acute shortage of  foreign exchange liquidity and 
pressured exchange rate, 

• spiraling inflation and dampened economic activity amidst mass loss of  livelihoods, 

• large fiscal imbalances,

• public debt reaching unsustainable levels with extraordinarily high risk premia, 

• devastating sovereign rating downgrades that constrained access to external finance, 

• unprecedented heightening of  socioeconomic and socio-political tensions, and 

• rapidly deteriorating business confidence, among others. 

• Businesses and the general public alike were in severe distress amidst shortages and 
rationing of  essentials, the ballooning cost of  living and cost of  production, and the loss 
of  welfare and livelihoods. 

• Consequently, the rapid unfolding of  social unrest resulted in political instability, 
warranting an urgent need for redefining policy priorities to steer the economy away from 
further turmoil.

Press Release on Annual Report 2022 - CBSL



So, fiscal sector issues were the main root cause for the crisis and 
many of  the issues we face at present….
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High budget deficit/ 
expansionary fiscal 

policy 

Expansionary 
fiscal policy fuels 

imports

Import expenses 
dominate export 

income

Increased foreign 
borrowings

Large current 
account deficits/ 

depletion of 
reserves

Depreciation of 
the exchange 

rate

Costlier imports 
leading to 
imported 
inflation

Increased 
government 

expenditure & 
subsidies

Increased 
domestic & 

foreign 
borrowings

Crowding out of 
private sector/ 
high domestic 
interest rates

Further 
borrowings to 

service debt

Increase in 
interest  cost

Fiscal Sector 
Issues

43
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Credible & 

Transparent Policy 

Measures 

prevented further 

worsening of  the 

crisis and restored 

socio-economic 

stability 

Significant Tightening of Monetary Policy  

Announcement of the debt standstill and 

commencing debt restructuring

Negotiating an IMF-EFF Arrangement

Substantial fiscal tightening

Strengthening social safety nets 

Energy & electricity price revisions and SOE 

Reforms, including CPC & CEB 

Stabilizing the exchange rate through market 

guidance 

Restoring the supply of essential items and 

elimination of power cuts 

Continuous financial sector oversight

Import restrictions/margin deposit 

requirements 

Forex and Rupee liquidity management 

Key Stabilisation Policy Actions



Objectives of  the IMF-EFF Budget Support Programme 
covers 6 broad areas…
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Advancing Revenue-Based Fiscal Consolidation
& Reforms to Social Safety Nets, Fiscal Institutions, and State-Owned Enterprises

Restoring Public Debt Sustainability

Restoring Price Stability &
Rebuilding External Buffers

Ensuring Financial Stability

Reducing Corruption Vulnerabilities

Raising Potential Growth

The economy is showing signs of  stabilization gradually….



Power Cut 
Ends!

Fuel price 
Drops!
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2. The need to review Treasury’s structure



• In fact, after almost one and half  years of  the economic crisis, the time has come to think 
about the crisis and the responsibility of  the institutions retrospectively.

• Why Sri Lanka went to this serious economic crisis?

• What was the role of  the Ministries/Institutions run up to the Crisis ?

• What was the role of  the General Treasury, as THE INSTITUTION that manages fiscal 

operations of  the government?
• Can you be satisfied about the role played by the Treasury before the crisis?

• Can you be satisfied about the role played by you before the crisis?

• Were there adequate early warnings based on your researches/analyses about a potential crisis with adverse 
implications? 

• What was the level of  analyses that you did just before the crisis?

• Did you get a chance to cover the new developments in the economy and society as well as internationally in your 
analyses and inform the same to the decision/policy makers?

• Was there an adequate institutional arrangement to undertake research/analyses?

• Did you get a chance to participate in the policy discussions adequately to share your thoughts and were your 
thoughts adequately heard? 

• Were there a fair hearing to your thinking/inputs in the decision/policy making process of  the Treasury?

After the crisis, there are several pertinent questions to be asked in 
the hindsight….
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The Way Forward will be much more challenging 
with the vision for Sri Lanka to become a high 

income country by 2048….
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There is a need to revisit the Treasury’s approach in supporting these 
endeavors of the government….

• The country cannot afford to another crisis as the people have already gone through 
severe pain.

• There is no room to repeat the mistakes that led to the crisis.

• The country, economy, key institutions and processes are being changed as a response 
to the crisis while considering the crisis as an opportunity to change.

• SRI LANKA”S GENERAL TREASURY HAS NO EXEMPTION.

• The GENERAL TREASURY MUST be aligned to the new developments and agile 
to the evolving situation. Some questions that I would like to ask;

• How does the Treasury deliver its responsibility more effectively to the Executive, 
Parliament, and the general public?

• Can we not consider the needs of  the people out there and their needs?

• Wouldn’t your comfort zones be challenged by you, yourself  to be more agile?

• Doesn’t the Treasury needs a very well trained, skilled and knowledgeable team with 
expertise in different disciplines/subject areas to deliver a better and high quality service?
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Extraordinary 

monetary policy 

support

Fiscal support in 

spite of  

unavailability of  

fiscal space

High Monetary 

financing of  

budget deficit

Use of  Official 

Reserves to pay-

off  debt

Shortage of  forex 

even for essential 

imports

Use of  Official 

Reserves to 

facilitate 

essential imports

Prolong Power 

Outages

Liquidity issues 

in banks

Shortages of  

Fuel / LP Gas

Very low level of  

usable reserves

Shortages of  other 

items

Sovereign Rating downgrades and loss of  access to international capital markets     →     →     →     →     → 

Intensified economic issues due to Easter Sunday Attack, Outbreak of 

COVID-19 Pandemic and external shocks….

Mass Protests 

“Aragalaya” 

Soaring Cost of  

Living

Insensitivity for 

changing 

dynamics

The key developments of  the severe economic crisis and WAY FORWARD….

Change in the 

Presidency of  the 

country

Other changes in  

the Administration

Urgent need for 

redefining policy 

priorities to address 

the turmoil Officially sought 

the IMF assistance 

Reaching Staff  Level 

Agreement & 

Completion of  Prior 

Actions under EFF

Obtaining Financial 

Assurances from 

Bilateral Creditors

Securing IMF EFF 

Program for Sri Lanka

Continue to implement 

IMF-EFF Program

Initiating debt 

restructuring process

Completion of  the 

debt restructuring 

process, 

strengthening 

macroeconomic 

stability and 

Implementing 

growth promoting 

structural policy 

reforms to remove 

obstacles to growth, 

open up the 

economy and 

facilitate domestic 

and foreign private 

investment to 

strengthen the 

growth process to 

improve living 

standards of  the 

people.

NEXT STEPS



Meeting of  medium to long term targets demands very high quality policy inputs, 
coordination and implementation, including from the General Treasury….

• Identification of inter-linkages of other sectors and policies is very important.

• A multi-dimensional approach to policymaking and implementation seems to be the 
optimum.
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• Ensuring high, sustainable and 
green economic growth

• Maintaining inflation at mid-
single digit level

• Maintaining low unemployment
• Improving living standards of the 

people
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Enouraging non-debt creating inflows 
with enhanced FDI

Ensuring responsible fiscal management and undertaking 
appropriate growth promoting policies

Implementing complementary monetary and financial sector 
policies

Ensuring 
energy 

security 
with 

green 
energy

Promoting productivity improvement, 
supported by digitalistion

Poverty 
reduction 
and social 
protection

Developing 
a production 
economy

Global demand (recession), inflation, exchange rates etc. and policy decisions of advanced economies, competitor economies 
and trading partner economies
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3. The Proposal



• The General Treasury/Ministry of  Finance (MoF) of  Sri Lanka has operated 
on largely the same structure for a prolonged period of  time.

• Meanwhile, a series of  comprehensive economic reforms are being 
implemented by the government 
• to address issues in various sectors, 

• dismantle the bottlenecks and 

• facilitate higher economic growth, to improve living standards of  the people. 

• It is observed that the prevailing structure lacks some elements of  dynamism 
and agility to respond to the emerging challenges and opportunities of  the 
contemporary economic environment. 

• To consider a few examples, the present Treasury structure does not 
specifically provide for dedicated focus on sustainable finance, domestic 
capital market development, or digitalization for revenue enhancement and 
public service delivery and e-governance. 

24

Background….



• In the above context, it is proposed to review the current structure of  the 
General Treasury to;
• improve agility 
• better support the post reforms economy and 
• create a conducive environment to improve the integrity, excellence and contribution to 

the nation. 
• It is important to note that along with the proposed changes to the structure of  the 

institution, it is equally, if  not more important, to review human resource capacity and 
technology systems within the Treasury (for instance, there isn’t a single Bloomberg or 
Reuters terminal at the Treasury/MoF).

• In terms of  human resources, it is critically important to build up certain specialist skill sets 
within the General Treasury to effectively facilitate the private sector economic activities 
during the post reform era, going forward.

• Isn’t it true, particularly in the areas such as economic modelling, econometrics, 
corporate finance, transaction advisory, IT, among others?

• How about interacting with foreign counterparts, including missions, delegations,  
representatives etc.? 
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The Key Idea to PONDER…. (1)



• In order to attract and retain such skills, it would be necessary to shift from 
rigid remuneration structures of  government service, and consider 
alternative/refined models such as specialized services (starting with 
specialised departments and moving gradually to the Treasury as a whole) over 
time.

• Such changes would likely to take time to implement and would require policy 
acceptance and a sequenced Road Map.

• In addition, the introduction of  new laws/institutions such as Public Financial 
Management Bill, Independent Debt Management Agency and Revenue 
Authority Bill has necessitated the structural changes of  some departments 
and having entirely new departments/agencies. 

• The current proposal can be considered a starting point for such an 
intellectual discussion. 
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The Key Idea to PONDER…. (2)



• In the new, competitive and demanding environment that will be there 
over the next 5 to 10 years, following factors will be critical;
• Identification of  right talent locally and globally who are tech savvy along with 

necessary experience for the identified jobs. New concepts/techniques, new 
thinking is a must even in the current environment.

• Automation of  processes to improve efficiency levels and to eliminate manual 
touch points.

• Performance driven culture through which the Treasury will be able to attract 
young competent individuals with a sound educational background along with 
communication and leadership skills.

• Introduction of  new policy changes and laws to accommodate such changes.

• So, it is critically important to seriously think about these aspects 
NOW to get there gradually, over the next many years.
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The Key Idea to PONDER…. (3)
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Proposed New Structure for General Treasury,
Ministry of Finance…. (1)
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Proposed New Structure for General Treasury,
Ministry of Finance…. (2)



• In addition to the above proposed structure, there is a strong need for 
better coordination and application of  Training and Capacity Building 
activities within the Treasury. Hence, this function will have to be 
strengthened by assigning it to a separate Unit under the Ministry of  
Finance.

• The basic framework of  the Public Financial Management Bill has now 
been completed as per the IMF EFF programme. If  the proposed new 
structure is also to be considered for the implementation, such revisions 
will have to be incorporated in to the new PFM Act.

• A mere change of  the Department’s name or establishment of  a new 
Department will not address the concerns and it has to be seriously 
analyzed and agreed upon on the need, required skills, expertise and 
so on.
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Proposed New Structure for General Treasury,
Ministry of Finance…. (3)



• Clarifications on the reasons for the proposal.
• This is a proposal prepared by me with a futuristic view, based on my experience 

at the General Treasury during last 16 months.

• Delivering my responsibilities amidst the unprecedented economic crisis in Sri Lanka’s 
post independence history and the extremely challenging and critical environment 
brought about by the Crisis were influential in thinking about these revisions.

• The government’s strong response to the ongoing Economic Crisis with IMF supported 
stabilisation programme and far sighted programme to implement long delayed and 
much needed structural reforms to address the bottlenecks that hinder the international 
trade and investment, achieving a higher, green and sustainable economic growth and 
upliftment of  the living standards of  the people, coupled with the futuristic broader 
vision of  Becoming a High Income Economy by 2048 provided me with the 
required seeds for this type of  thinking.

• There was no any outside influence or internal involvement in preparing this proposal

• This is purely based on my experience at the General Treasury and also my experiences 
at the Central Bank of  Sri Lanka (CBSL) and the International Monetary Fund (IMF).
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Clarifications on the reasons for the proposal…. (1)



32

4. Next Steps



• The recommendation was to “appoint a High Level Committee to 
study the above proposal to Review the Structure of  the General 
Treasury of  Sri Lanka and make recommendations on the same”

• In principle approval has been received from the Honorable President 
who is also the Minister of  Finance, Economic Stabilisation and 
National Policies.

• The next step will be to deliberate on the proposal within the Treasury 
with an OPEN MINDSET & FUTURISTIC VIEW and identify a 
work plan to submit to the highest level of  officials of  the Government  
for consideration and advise.
• The key factor to keep in mind is that this is the NATION”S TREASURY” 

and 

• It has a huge responsibility to deliver its services effectively and 
efficiently to the government and the entire citizenry.
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Next steps….(1)



• The whole idea of  the proposal is to better align the activities of  the 
General Treasury to the emerging needs of  the Government, private 
sector, general public and international institutions/community.

• The input and support from various segments in the government and the  
private sector etc. will have to be obtained in the process.

• Assistance would also be sought from the International Financial 
Institutions (IFIs) and other overseas Treasuries/countries etc. where 
necessary.

• The deliberations should cover a holistic view of  the entire public 
sector and the interaction with other stakeholders.
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Next steps….(2)

All DSTs, Additional Secretary (MOF) and All DGs at the General 

Treasury to work as a TEAM to deliberate on the Proposal.

Three DSTs to lead the deliberations.
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Thank you.
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Discussion….
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Appendix: 
Treasury Structure in Selected Countries
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US Treasury - Structure
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- UK


