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A PESTEL analysis is a strategic framework or tool extensively utilized to analyze and
monitor the macro environment. A PESTEL analysis assesses Political, Economic,
Social, Technological, Environmental and Legal factors.

The aim of this PESTEL analysis is to derive actionable insights and strategic
recommendations that will guide the PRO-INFO program in Sri Lanka.

The Promoting Positive Information (PRO-INFO) activity, funded by USAID-Sri Lanka
through the Civil Society and Media Strengthening Together and Advancing in New
Directions (CSM-STAND) mechanism, is implemented by IREX to support the
transition of information and media environment in Sri Lanka to one that is more
democratic and responsive to its citizens.

The consultant has relied primarily on secondary data sources given the nature of
the research. A mixed-methodology approach was employed to gather and
analyze both quantitative and qualitative data, ensuring a comprehensive analysis.

04



Local Council Elections were postponed indefinitely
in 2023 based on lack of funds, which drew
criticism from opposition parties.

The Presidential election is scheduled to be held in
2024. The National People’s Power (NPP) candidate,
Anura Kumara Dissanayake maintains a lead in
presidential election voting preferences as per
surveys.

n = There is a severe under-representation
of women in politics.




Amendment Description

Establishment of the Constitutional Council

I7th Amendment of Sri Lanka and independent commissions

Removal of the clause limiting the re-election of
the president to a maximum of two terms and
the repeal of some progressive initiatives
proposed under the 17th amendment

18th Amendment

Annulment of the 18th Amendment and
reinstatement of the 17th Amendment to
19th Amendment establish independent commissions, limit
executive presidential powers and limit the
term of office of the president to five years.

2020 20th Amendment Repeal of the 19th Amendment.

Annulment of the 20th Amendment and

21st Amendment ) . .
restoration of independent commissions.




There are provincial councils for all nine provinces in Sri Lanka, created by the 13th
amendment to the Constitution of Sri Lanka in 1987, as a major step in the devolution
of power, to resolve ethnic conflict between majority Sinhalese and minorities.
However, there is strong criticism that provincial councils have become white
elephants, wasting public funds without serving any real purpose.

Local councils are the third and lowest level of government in Sri Lanka, after the
central government and provincial councils. There are 341 local authorities (24
municipal councils, 41 urban councils, and 276 divisional councils).

Over the past few decades, the multi-party-political system has been dominated by
the Freedom Party and the United National Party (UNP). However, the influence of the
two parties has diminished significantly in the recent past. Sri Lanka Podujana
Peramuna (SLPP), which was established after the defeat of the Rajapaksha regime
in 2015, currently holds a majority of seats in the Parliament. The Samagi Jana
Balawegaya, headed by the leader of the Opposition Sajith Premadasg, is a
breakaway group of the UNP. The People's Liberation Front (Janatha Vimukthi
Peramuna), which was involved in two armed uprisings, in 1971 and 1988/89, has
representation in the Parliament since 1994. There are also a few political parties that
represent ethnic minorities in the Parliament such as the Tamil National Alliance and
Sri Lanka Muslim Congress.

The Governance Diagnostic Assessment (2023), conducted by the IMF last year at
the request of the Government of Sri Lanka pointed out the rampant corruption in Sri
Lanka and governance weaknesses. “The GDA revealed systematic and severe
governance weaknesses and corruption vulnerabilities across state functions, with
particular macroeconomic impact in budget credibility; expenditure control; public
investment management and control of spending; public procurement;
management and oversight of State-Owned Enterprises (SOEs); transparency of
revenue policy and the integrity of revenue administration; the governance and
legal frameworks of the Central Bank; the application of financial sector regulations;
and clarity and security of land ownership” (IMF Governance Diagnostic Assessment
on Sri Lanka, 2023).

Lord John Emerich Edward Dalberg-Acfon
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Local council elections have not been held in Sri Lanka since 2018. Elections were
originally scheduled for 2022 but were postponed until 2023 due to the worsening
economic crisis and instability in the country. However, the local council elections
scheduled for 25th April 2023 were postponed indefinitely due to a lack of funds (The
Hindu, 2023). Media reports indicate that it was the fear of a crushing defeat that
motivated the present government to delay the local council elections (The
Diplomat, 2023).

The presidential elections are slated for 2024, amid concerns that the government
may attempt to postpone them as was done with the local council elections in 2023.
However, Article 31 of the Constitution indicates that “the poll for the election of the
President shall be taken not less than one month and not more than two months
before the expiration of the term of office of the President in office”. This would mean
that, according to the Constitution, the presidential poll must take place before
October 15, 2024. Political analysts also speculate that the government might
prioritize parliamentary elections over the presidential election. Currently, the
National People’'s Power (NPP), led by the JVP, is gaining popularity.

As illustrated in Graph 01, the NPP presidential candidate, Anura Kumara
Dissanayake seems to be maintaining a lead in presidential election voting
preferences.

Geo-political factors play a crucial role in the political environment of Sri Lanka. The
Mahinda Rajapaksa regime (2005-15) enjoyed a close relationship with China, which
is Sri Lanka's largest bilateral creditor. India, as the regional superpower, has
immense influence on the political environment of Sri Lanka. In a surprising move,
India invited NPP leader Anura Kumara Dissanayake for a state visit in February 2024,

showing that India is mindful of the growing popularity of the NPP in Sri Lanka.
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Sri Lanka is experiencing the worst economic crisis in its history.

The domestic debt restructuring has been completed and international debt
restructuring negotiations are ongoing.

The success of international debt restructuring is a key factor
for the economic recovery.



(Source: Central Bank, 2023)

o
[a)
O
G
X

2015 2016 2017 2018 2019 2020 2021 2022 2023




Il 2023 W 2022




o
i
N
S
N

@
Q0
9
Fe)
o
©

c
)
=

o}
Z
o

C

o]

(<
kel
-5

o
N
=

o}
o)
(2]
Q

S

o}

(S

o}

s}
w

[0y

5}

(S

o}
=
[
N
o
P
IS
2
=
=
o}
e
5
o}
(2]

ddo Jo %




2020 [ 2021 [ 2022 | 2023

Jan Feb Mar Apr May Jun Ju  Aug Sep Oct Nov Dec

(Source: Central Bank, 2023b)




211,992

n,2n

203,087

122,887

311,056

297,656

0 50000 100000 150000 200000 250000 300000 350000

Departures for foreign employment

Source: Sri Lanka Bureau of Foreign Employment, 2024




Central Government

o |CentralGovernment oo ) 1302 1370 | 516
Foreign Debt
Central Government

0 ¢







Accordingly, foreign debt restructuring
is a very complex and time-consuming
process. Despite these challenges, Sri
Lanka successfully completed its
domestic debt restructuring in the
middle of 2023, excluding banks
holdings of rupee-denominated
government securities to protect the
banking sectors stability, already
strained by an increase in Non-
Performing Loans (NPLs). However,
restructuring of Government securities
held by Employee Provident Fund (EPF)
was criticized by many parties including
trade unions, because as part of
domestic debt restructuring the
government reduced the interest rates
payable on government securities held
by the EPF. Nevertheless, a positive
factor is that domestic debt
restructuring has been completed,
allowing the Government to fully focus
on foreign debt restructuring.

a

After a notable delay in reaching out to
the IMF, the Government of Sri Lanka
secured an IMF bailout package in mid-
2022. Yet delays in implementing the
recommended reforms in the IMF
bailout program persist. The World Bank
(2023) suggests that the reform
process may provoke resistance and
backlash  from affected  groups.
Nevertheless, it is essential for the
country to persist with the reforms,
carefully navigating political and social
pressures and minimizing the impact
on the poorest and most vulnerable
populations.

Since the beginning of 2023, the forex
shortaoge has eased, and the
Government has managed to provide
uninterrupted power supply. A recent
IMF mission statement noted tentative
signs of stabilization in Sri Lanka's
economy. However, despite signs of
economic  recovery, Sri  Lanka's
macroeconomic vulnerability remains
high (World Bank, 2023).

The Average Weighted Prime Lending
Rate (AWPLR) decreased to around 11%
compared to 25% - 27% during the
corresponding period of the previous
year, which  would encourage
borrowing and the resumption of
economic activities. Inflation also has
gradually declined from its peak of 70%
in September 2022. At the time of
writing this report (April 2024), the rupee
had appreciated significantly against
the USD. Considering the volatility of the
present economic

5. Average Weighted Prime Lending Rate (AWPLR) is compiled weekly by the CBSL based on information 19
provided by Commercial Banks regarding lending rate offered to their prime customers during the week.



environment, it is quite difficult to predict behavior on the macro-economic variables
in the medium and long term. With the revived USD inflow from tourism and workers'’
remittances and ban on vehicle imports that in turn save USD outflow, the rupee is
likely to appreciate in 2024. However, delay in the international debt restructuring,
which is due to be completed by June 2024, would lead to depreciation of the rupee
due to speculations in the foreign exchange market. Relaxation of the ban on vehicle
imports is also likely to cause a depreciation of the rupee.

Considering the anticipated fiscal deficit of 9.1% of GDP in 2024, it is likely that interest
rates will also increase during the second half of the year. The success of foreign debt
restructuring is a decisive factor for Sri Lanka’'s economic prosperity. Without
significant relief on foreign debt, achieving debt sustainability and avoiding recurring
restructuring episodes similar to Argentina’s situation will be challenging. Therefore,
the timely and successful completion of foreign debt restructuring, alongside
structural economic adjustments, is vital for Sri Lanka’'s economic development.
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e An aging population poses serious challenges to Sri Lanka’s
socio-economic development.

e Women'’s participation in the labor force remains low.

¢ Disparity of income distribution is a key factor in the widening
gap between social groups.

Sector

Age group %
Urban

0-14 252
15-59 624
60 &above 124

Rural
East







The media’s portrayal of women has long been a subject of scholarly inquiry. A media
survey conducted in 2023 found negative emphasis on women's employment in the
media and information space, and an exaggeration of women's physical appearance
in news reporting, leading to the objectification of women and a reduction of their
value to superficial characteristics, disregarding their expertise, skills, and
contributions. A study by IREX (2023), on the gendered dimensions of Sri Lankan
media, showed that most media outlets lack comprehensive and accessible sexual
harassment policies, as well as formal and confidential reporting mechanisms for
incidents of harassment and misconduct in the workplace.

Many researchers are puzzled by the low levels of women's participation in the labor
force, which is not consistent with their high levels of educational attainment.
According to ILO (2016) the reasons for women's low labor force participation include
a disproportionate burden of household work, lack of transport and harassment in
public transport, lack of childcare facilities, lack of employment opportunities due to
slow economic growth even before the economic crisis, reluctance of employers to
hire women in certain cases as they are bound to provide maternity leave etc.
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o Despite the over 90% literacy rate, computer literacy remains low in Sri Lanka.
¢ Increase of VAT led to surge of prices of digital devices in Sri Lanka.

¢ The adaptation of blockchain and artificial intelligence in Sri Lanka is still at the
preliminary level.
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The use of digital currencies is becoming
popular around the world. As per the
Central Bank directions No. 03 of 2021 under
Foreign Exchange Act No. 12 of 2017,
Electronic Fund Transfer Cards (EFTCs) such
as debit cards and credit cards are not
permitted for payments related to
cryptocurrency  transactions.  However,
recent media reports indicate that the
Central Bank of Sri Lank plans to introduce a
Central Bank digital currency (CBDC) this
year.

The adaptation of blockchain technology is
also becoming popular across industries in
Sri Lanka, though it is still at the preliminary
phase. The Central Bank of Sri Lanka has
commenced the process of developing a
blockchain technology based “Know-Your-
customer”. Another example is that Sri
Lanka is in the process of implementing
Tradelens, a blockchain-enabled digital
platform that facilitotes the tracking and
planning of shipping containers and related
documents in the global supply chain.

Use of artificial inteligence (Al) is also
bbecoming increasingly popular in Sri Lanka.
For example, ChatGPT is widely used by
different  parties, including students,
researchers, the business community, and
creative industry practitioners.

8. Know Your Customer (KYC) check is the mandatory process of identifying and verifying the client's identity when
opening an account and periodically over time.
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Health
disease identification,
medication management etc.

Agriculture
plant disease identification,

agriculture with loT devices etc.

Logistics and Transportation
data analysis, supply chain
management etc.

o
N 0

Finance
fraud detection, analysis of
customer spending patterns etc.

\\///

;’ \‘7-;
v

Education
Assessments, learning
management systems etc.

Retail and E-commerce
demand predictions, delivery
monitoring etc

Al has been recognized as a catalyst of the fourth industrial revolution. Typical Al
applications in some of main sectors in Sri Lanka can be listed as follows:

7. loT devices are pieces of hardware, such as sensors, actuators, gadgets, appliances, or machines, that are
programmed for certain applications and can transmit data over the internet or other networks.

Sri Lanka Association of Software and Services Companies (SLASSCOM) which is the
leading industry body of the ICT sector, has played a pioneering role in promoting

artificial intelligence (Al) in Sri Lanka by formulating a draft policy framework.
27



Sri Lanka is one of the most climate-vulnerable countries in the world.

Sri Lanka is experiencing multiple environmental challenges such as
deforestation, air pollution, water pollution, waste management etc.

The fire that erupted on the MV X-Press Pearl caused a major marine ecological
disaster in Sri Lanka.


https://time.com/4741892/colombo-garbage-dump-collapse-sri-lanka/
https://time.com/4741892/colombo-garbage-dump-collapse-sri-lanka/

e Barriers and uncertainty in the legal environment impede the socio-economic
development of the country.

¢ Online Safety Act, No. 9 of 2024 was passed in the Parliament despite
opposition from various parties.

e The Anti-Terrorism Bill and Broadcasting Bill are scheduled to be presented in
the Parliament.



{



The proposed Broadcasting Regulatory Commission (BRC) bill has sparked intense
debates and disagreements among various stakeholders. Although the aforesaid
Broadcasting Regulatory Commission was drafted in 2023, it is not yet presented in
the Parliament amidst the protest by stakeholders. One of the main criticisms is the
annual license renewal requirement, which critics claim will result in Sri Lanka's
privately owned broadcast media being subservient to the Government the way
state-run media has been for years. Opposition parties have raised concerns over
how the Government can ensure the independence of the proposed Broadcasting
Regulatory Commission, indicating that the proposed law could be utilized against
television and radio stations that refused to toe the government line (The Island, 2023).

In February 2024, the Supreme Court conveyed to the Parliament that certain clauses
in the Anti-Terrorism Bill are inconsistent with the Constitution. As per the Supreme
Court's determination, “certain clauses would need to be passed by a special
parliamentary majority in their current form, while some others would need to be
passed both by a special parliamentary majority and by the people at a referendum”
(Sunday Times, 2024).
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Welfare of Journalists

e ConductRegular Salary Surveys:
o Implement regular (e.g, annual) salary surveys for journalists and other
employment categories within the media sector.
o These surveys are essential for both employers and employees to
benchmark salaries accurately.

¢ Address Grievances of Freelance Journdlists and Area Correspondents:

o Investigate the issues faced by freelance journalists and area
correspondents, who frequently report being underpaid by media
institutions.

o Understanding their grievances will help in addressing and resolving these
issues.

Research

¢ Provide Research Grants:
o Offer small grants to support research related to the media industry,
such as the adaptation of Artificial Inteligence and advertising
ethics in print and electronic media.

¢ Study Advertising Ethics and Regulations:
o Conduct a study on the ethics and regulations of advertising in
selected countries.
o Explore the feasibility of implementing similar standards in Sri Lanka.




Empowerment of Journalists

¢ Facilitate Training on the Press Council Code of Ethics:
Organize training sessions for journalists on the press
council code of ethics to ensure ethical journalism
practices

e Enhance English Language Proficiency: Provide
opportunities for journalists to improve their English
language skills, enabling them to stay updated on global
current affairs and adopt international best practices.

¢ Improve Journalism Courses: Offer technical assistance
to enhance the quality of courses conducted by the Sri
Lanka College of Journalism.

General

e Consider Economic Factors:
o Account for inflation and potential rupee appreciation when
planning to disburse grants.
o Be aware of the possibility of rupee depreciation, particularly in the
context of vehicle import ban reloxation or delays in debt
restructuring, as highlighted in the economic environment section.

¢ Promote Media Literacy: Initiate dialogues on how citizens can identify
misinformation and distinguish accurate, unbiased information from
misleading content.
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