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SRI LANKA
S ri Lanka’s economic freedom score is 49.4, making its economy the 148th 

freest in the 2025 Index of Economic Freedom. Its rating has increased by 
0.2 point from last year, and Sri Lanka is ranked 32nd out of 39 countries in the 
Asia-Pacific region. The country’s economic freedom score is lower than the 
world and regional averages. Sri Lanka’s economy is considered “repressed” 
according to the 2025 Index.

In a period of instability and uncertainty, challenges to economic freedom in 
Sri Lanka are considerable. The inefficient judicial system remains susceptible 
to corruption and political influence, undermining property rights. The state’s 
extensive presence in the economy discourages private-sector development. 
The overall regulatory framework is burdensome, and the unpredictable 
economic policy environment and state interference further increase the cost 
of conducting business. Labor regulations are rigid, and the labor market 
is underdeveloped. Monetary stability has been weakened, and inflationary 
pressure persists.

POPULATION: 
22.2 million

GDP (PPP): 
$319.5 billion
–7.8% growth in 2022
3-year average growth 
rate: –1.6%
$14,267 per capita

UNEMPLOYMENT: 
6.4%

INFLATION (CPI): 
45.2%

FDI INFLOW: 
$898.0 million

PUBLIC DEBT: 
115.5% of GDP



 

335The Heritage Foundation | heritage.org/Index

RULE OF LAW

REGULATORY EFFICIENCY

Property 
Rights

Judicial 
E�ectiveness

Government 
Integrity

Tax
Burden

Government 
Spending

Fiscal
Health

GOVERNMENT SIZE

OPEN MARKETS

Business 
Freedom

Labor
Freedom

Monetary 
Freedom

Trade
Freedom

Investment 
Freedom

Financial 
Freedom

80

60

70

100

50

0

80

60

70

100

50

0

80

60

70

100

50

0

80

60

70

100

50

0
30.030.065.054.554.655.8

0.088.877.537.447.451.3

The overall rule of law is weak in Sri Lanka. The 
country’s property rights score is below the world 
average; its judicial effectiveness score is below 
the world average; and its government integrity 
score is below the world average.

The top individual income tax rate is 36 percent, 
and the top corporate tax rate is 30 percent. The 
tax burden equals 7.7 percent of GDP. Three-
year government spending and budget balance 
averages are, respectively, 19.3 percent and –11.4 
percent of GDP. Public debt amounts to 115.5 
percent of GDP.

Sri Lanka’s overall regulatory environment is 
poorly institutionalized and inefficient. The coun-
try’s business freedom score is below the world 
average; its labor freedom score is below the 
world average; and its monetary freedom score is 
well below the world average.

The trade-weighted average tariff rate is 7.5 
percent, and extensive nontariff barriers are in 
force. Bureaucracy and inadequate infrastructure 
discourage the dynamic growth of private invest-
ment. Nonperforming loans remain a problem in 
the banking system, and the state continues to 
influence credit allocation.
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