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INTRODUCTION 

The COVID-19 pandemic brought about unprecedented challenges to economies and societies around the 

world. Employment, trade, investment and growth of countries across the globe have been impacted and many 

businesses and industries have been affected, irrespective of their size. However, micro, small and medium-

sized enterprises (MSMEs) in particular are heavily impacted due to their limited financial resources and 

capacity to borrow, as well as supply chain disruptions, among others. With MSMEs making up 75% of all 

businesses in Sri Lanka, contributing to approximately 52% of the country’s GDP and  45% of total employment, 

the country could endure severe and far-reaching socio-economic backlashes, especially with regards to 

women and youth employment. 

From April to June 2020, the International Trade Centre (ITC) conducted a survey of enterprises in Sri Lanka 

to assess the impact of the COVID-19 crisis from a business perspective in the country. This note provides an 

overview of the survey results, based on responses collected from 64 enterprises (see Annex). 

COVID-19: A COMPANY PERSPECTIVE 

A CLEAR IMPACT ON MSMES IN KEY SECTORS 

Survey results show that micro (62%), small (71%), as well as large-scaled enterprises (71%) have been 

strongly affected by COVID-19, while medium-sized enterprises seem to have been more resilient, with 31% 

of them having responded to have been strongly affected by the situation.  

In par with its share in Sri Lanka’s GDP, the service sector has been the most impacted sector of the economy, 

comprising 64% of enterprises reporting having been strongly affected by the pandemic, followed by the 

manufacturing (56%) and the primary (29%) sectors. As reflected in the survey results, a majority of the service 

sectors like tourism, hospitality and retail were affected due to curfew, travel restrictions and other containment 

policies. 

For the majority of respondents, the impact of the crisis has directly translated into significant challenges to 

their businesses, including:  

 reduced sales (72%)  

 difficulty in sourcing inputs (69 %) 

 reduced availability of logistics services (53%)  

 increased occurrences of non-payments of bills by clients, creating cash flow stress (52%), and 

 temporary shutdown of business (45%) 

 

Cuts in investments into their businesses also appears, for 34% of them, as one of the significant impacts of 

the crisis, and could undermine medium to long-term competitiveness. A small share (9%) have reported 

increased sales.  



 

 

A MARKED BUSINESS RESILIENCE  

In spite of the above, it is positive to note that most of the medium-sized (75%) and micro enterprises (62%) do 

not expect closure of business due to the COVID-19 crisis. This sign of resilience can also observed with 

smaller enterprises, and demonstrates local capacities to adapt and strategize faster in the face of challenges. 

It is to be noted, however, that a significant amount (22%) of smaller enterprises, especially in the primary 

sector, do foresee possible closure in the very short term (one month or less), while this figures peaks up to 

46% of large enterprises in the 3 to 6 month-term. 

With regard to the strategies employed by surveyed enterprises in coping with the challenges emerging from 

the pandemic, the main, key strategies as reported surveyed Sri Lankan MSMEs include:

Sales/Marketing: 

 Increased marketing effort to clients (for 44% 

of them) 

 Going digital and develop online sales (38%) 

 Customize/develop new products (27%) 

 

Financials: 

 Rescheduling bank loans (36%) 

Adjustments in work arrangement and payroll 

 Teleworking (33%) 

 Temporarily reduce employment (30%) 

 

The capacity to develop marketing efforts, online sales and obtain/negotiate rescheduling of debt has allowed 

to support business continuity and limit negative effects on jobs, as indicated by a very low share of respondents 

that had to lay off staff (9%) or file for bankruptcy (3%). 

 

A DIRE NEED FOR SUPPORT AND ACCESS TO INFORMATION 

Surveyed enterprises expressed the dire need for Government support in order to better cope with the crisis. 

Financial assistance programmes and tax waivers/breaks were identified as the two most helpful and called for 

measures by the majority of respondents (respectively 69% and 55%). Support to self-employed people was 

also found to be a helpful measure for 25% of respondents, followed, to a lesser extent, by employment 

programmes, cash transfers, reduction of tariffs on imported goods, and rental subsidies.  

In response to COVID-19, in March 2020, the Government of Sri Lanka established a Rupees 50 billion “Re-

financing Facility” aiming at easing financial constraints on Sri Lankan MSMEs by offering a number of 

concessional financial products, such as working capital loans and debt moratoriums. This support facility are 

expected to provide a level of protection to support for MSMEs including in ensuring business continuity and 

preserving jobs. In this background, ITC carried out a global Business Impact Survey in April-June 2020, to find 

out how enterprises in Sri Lanka have been affected by COVID-19.  

On average, most surveyed enterprises (57%) rated that it was easy or standard to access information on and 

benefits from government COVID-related SME assistance programmes. Despite the efforts to reach out and 

support the local productive fabric and Sri Lanka’s enterprises, a large share of micro-sized (50%), medium 

(46%) and large (46%) enterprises have stated that accessing information on and benefits from such 

programmes was difficult. These challenges were mainly reported in the manufacturing and services sectors.  

For more information on and access to ITC’s Trade and Market Intelligence tools, please visit www.intracen.org 

 

 

http://www.intracen.org/
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Note: Respondents were asked ‘How have your business operations been affected by the coronavirus (COVID-19) pandemic?’ 

Effects of COVID-19

Note: Respondents were asked ‘Do you think there is a risk that your business will permanently shut down because of this crisis, and if so, when could this 

closure occur?'

Share of firms strongly affected by COVID-19

Risk of permanent business closure

Note: Respondents were asked ‘Has the coronavirus (COVID-19) pandemic affected the ability to purchase inputs for your enterprise and/or sell outputs?` 

(Figure on the left) and `Has the coronavirus (COVID-19) pandemic affected your enterprise in any of the following ways? ` (Figure on the right).

Note: Data on 64 companies. Data available by sector, size, gender and age of manager. Low frequency data (<5 observations): indicated by N/A. The sample is unbalanced 

and not necessarily representative.

Source: ITC calculations based on ITC Covid-19 Business Impact Survey. Data collected from 21/04/2020 to 02/06/20. 
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Note: Respondents were asked ‘Have you adopted any of the following strategies to cope with the crisis?’

Note: Data on 64 companies. Low frequency data (<5 observations): indicated by N/A. The sample is unbalanced and not necessarily representative.

Source: ITC calculations based on ITC Covid-19 Business Impact Survey. Data collected from 21/04/2020 to 02/06/20. 

Access information and benefits from government COVID-related programmes

Note:Respondents were asked ‘Please select the top three government measures that would be most helpful as you cope with the COVID crisis`.

Note:Respondents were asked ‘How easy is it to access information and benefits from government COVID-related SME assistance programmes?`.
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