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China’s Belt and Road Initiative (BRI) has profound impacts

on its member countries, mainly the recipient partners in

South Asia. A link between China and Sri Lanka dates back

to the early centuries with the establishment of formal

diplomatic relations in the 1950s. However, Sri Lanka

emerged very friendly and extremely receptive to Chinese

loans for infrastructure projects contrary to other South

Asian countries, for instance, Bangladesh and Nepal, which

preferred other fiscal models for infrastructure and socio-

economic development.

China had been listed as the 4th biggest lender and one of

Sri Lanka’s top investors with a hike in Chinese investments

under the banner of BRI. The prominent approximately 12

billion USD Chinese investments in Sri Lanka have faced

environmental challenges in their design, implementation,

and operations. For instance, in the Colombo Port City

Project, several other issues like political conflict, regime

change, and corruption have caused the interim

suspension of a project. The lack of Human Resource

Development (HRD) is another obstacle to the country’s

socio-economic development.

Introduction

      briwatch.info/

BRIWatch is a one-stop

online platform that aims

to provide credible

information to monitor

pro-people progress on

BRI while being an open-

access platform.
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Although BRI-linked projects in Sri Lanka would provide

vistas of employment opportunities, the unskilled locals

are unlikely to benefit from this. There have been concerns

about a growing trade deficit with China and being

engulfed by the Chinese debt trap, money laundering, and

illicit operations as a result of BRI-linked investments. The

current situation of economic unrest in Sri Lanka is

hinting toward how it falls prey to Chinese debt-trap

diplomacy.

On the other hand, Sri Lanka faces elevated dollar

payments in the coming years while USD 8.6 billion in

debt repayments are due in 2022. The political instability

and economic implosion are worsening the situation and

contributing to uncertainties and turmoil. The country is

trying to leverage its relations with neighbouring

countries including India and China as well as opting to

restructure its dollar debt. However, it is important to note

that the Chinese strategic foothold in Sri Lanka mainly in

Hambantota and Colombo Port City has made the US and

India wary of Chinese dominance, mainly the naval

expansion in the region. Japan, along with India and the

US have joined the lobby against Chinese growing

influence and considered China a common enemy. Even

though Sri Lanka has from time to time clarified that its

ports will not be used for any military purposes, it yet has

to maintain strategic balance while maintaining its

relations with the US, Japan, and India.

This newsletter aims to give an overview of the progress,

updates, ongoing development of BRI-linked projects, and

their socioeconomic impact in Sri Lanka.
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Infrastructure

1. Colombo Port City development

During Chinese President Xi Jinping’s visit to Colombo in

September 2014, the Sri Lanka Ports Authority (SLPA) and

China Harbor Engineering Company (CHEC), a subsidiary

of China Communications Construction Company (CCC),

signed an investment agreement for the Colombo Port

City development. The project entailed building a

modern city on land reclaimed from the sea with the

largest FDI of USD 1.4 billion Chinese investment. The

project was suspended in 2015 owing to concerns like

sovereignty, corruption, environmental issues, and

regime change. Locals have expressed concerns over

coastal erosion, air pollution, and increased traffic. The

construction under the first phase resumed in 2016 and is

expected to be completed in April 2024. Last year, Sri

Lankan Parliament, with amendments, approved the Port

City Economic Commission Bill (granting major

representation to Chinese experts), to dispel the

opposition’s concerns about the state’s sovereignty and

socio-economic development. It will reserve 75% of jobs

for locals facilitating the unskilled too. At the external

level, the US, wary of regional security with growing

Chinese influence in the region, cautioned that the Port

City could turn into ‘money laundering heaven’.
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2. Colombo International Container Terminals (CICT)

Colombo International Container Terminals (CICT), initially

known as China International Container Terminal by the

Chinese side, is a joint venture of CMPHC and Sri Lanka

Ports Authority (SLPA). CICT, which commenced in 2013-14,

comes under the Colombo South Harbour expansion plan

(2011). It is noted that 85% of the partnership is held by

CMPHC while 15% is being held by SLPA. CICT is equipped

with facilities to handle the largest vessels afloat, making

it the only deep water terminal in South Asia. Since its

inception, its capacity to handle the vessels has grown

over years. The Colombo port, with three container

terminals including CICT, the Jaya Container Terminal

(JCT), and the South Asian Gateway Terminal (SAGT), is

listed world's 22nd after a six percent growth in volume

during last year.
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3. Extension of Southern Expressway

The construction work on the expansion of the Southern

Expressway linking Matara and Hambantota, the country’s

first E-class Highway (E01), began in 2015. It aimed to

promote an efficient transport system by linking Colombo

with other parts of the country. The 96 km expressway

consists of 4 sections with each section financed by the

Exim bank with different loans e.g. preferential buyer ’s

creditor and government concessional loans. All sections

commenced in 2016 and the first three were completed in

2019 and 2020 respectively. Section 3, due to be completed

in 2018, was delayed due to soil issues and hitches in land

acquisition. Around 80% of section four is completed by

December 2018.

The Road Development Authority (RDA) noted the

southern expressway is prone to landslide risk whereas the

National Building Research Organization’s (NBRO’s) Risk

Management Division claimed to have addressed the

issue.

Besides that, the project has caused displacement and

involuntary resettlement. Its socio-economic, cultural, and

environmental implications included air pollution,

unemployment marginalization (physical and

psychological), food insecurity, social displacement, loss of

property and services, depreciated healthcare system,

urban flooding, and lack of adequate housing and land.

The locals further lamented the project will damage the

ecosystem causing environmental hazards.

4.  Central Expressway (CE)

The CE in Sri Lanka will connect Hambantota Port,

Katunayake International Airport and Kandy. After four

years of negotiation, China in 2019, agreed to provide USD

989 million in concessional loans to Sri Lanka to build

Central Expressway Section-1. This is the largest loan the

Exim Bank of China has provided to Sri Lanka, covering

85% of the project's total estimated cost (USD 1.16 billion)

in Section-1.
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Metallurgical Corporation of China (MCC) was awarded the

contract for the Central Expressway. Media reports

revealed the commencement of work on Section-1

extending from Kadawatha to Mirigama (37.09 km) was

delayed for four years (2015-2019) due to the disbursement

of funds. The delay had caused a financial loss of USD 24.9

million and the total cost of Section-1 has escalated from

USD 158 million to USD 194 million. The construction work

officially began in September 2020. Around 25% of the

work is about to complete while the whole project is

planned to be completed in 2024. The Environmental

Impact Assessment (EIA) of Sections 1, 2 and 4 of the CE

mentioned that the physical, biological, and social

environment has been adversely affected at certain

locations of the trace. Issues like land acquisition,

displacement, and resettlement have aggravated the

situation. However, the EIA concluded the benefits of the

project are far greater than the negative impact

underlining negative impacts would be alleviated via

proposed mitigation measures including RDA

compensation to locals.

On the whole, however, the project has been considered

the most ‘messed up’ project due to delayed payment,

changes in regime and routes, etc. People, even those who

received compensation, protested against the

construction of the expressway.

5. Hambantota Port

In 2017, when Sri Lanka was unable to repay the Chinese

debt, it handed over the Hambantota Port and 1500-acre

land around it to China over a 99 years lease despite local

protests and opposition’s concerns over sovereignty and

national security. China and Sri Lanka signed a

concessional loan agreement of USD 1.1 billion to develop

the Hambantota Port giving its 70% stake (revised from

85%) to a Chinese firm, China Merchants Ports Holdings

(CMPH) and 30% to Sri Lanka Ports Authority (SLPA).

To ally with the local’s concerns, the government assured

national security will remain intact asserting the deal

would help them to manage the country’s foreign debt

taken by the previous government. Meanwhile, experts

opined that the economic rationale for the port is not

quite convincing. Even India, Japan and the United States

have raised concerns over China’s naval expansion that has

threatened regional security. Besides that, some reports

have accused the government of using Chinese financing

to cater to its political interests.
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6. Mattala International Airport

In December 2009, China Exim Bank and Sri Lanka signed

a Government Concessional Loan (GCL) agreement worth

USD 204 million for the construction of Mattala Rajapaksa

International Airport. The contract was awarded to CHEC.

Opened in 2013, it is the second international airport in the

country. The media reported the face value of GCL for this

project was USD 209 million before the cost overruns while

other sources noted that the USD loan value of the RMB-

denominated China Exim Bank loan is approximately USD

190 million.

Initially designed to support about 1 million travelers per

year, the airport, serving just over 50,000 people in 2017,

happened to be “the world’s emptiest international

airport” that could not provide the financial sustenance for

loan repayment. Meanwhile, among other countries

including China, India proposed to invest USD 205 million

into the airport for a 70% share for 40 years.

7. Colombo-Katunayake Expressway (E03 Expressway)

Sri Lanka has been keen to link the international airport to

the main city since the 1960s. China, in 2006, offered to

fund Colombo-Katunayake Expressway and signed an

agreement with Sri Lankan in 2008. After one year of the

loan process, the construction of a 25.6 km road at an

estimated cost of USD 292 million began in 2009. As per

China’s conditions, the Sri Lankan government, at that

time, agreed on 15% of project financing through local

funding. Both countries signed four separate Buyer ’s

Credit Loan (BCL) agreements for the construction of the

E03 Expressway. It was opened for public use in October

2013 facilitating travel between Colombo and Katunayake

within 15 minutes.

Though the government claimed to provide satisfactory

land compensations to affectees, it has adverse socio-

environmental impacts such as pollution and

environmental degradation with a high ratio of accidents

as 704 total accident cases were reported from 2013 to

2019.
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https://www.researchgate.net/publication/348475426_Identification_of_factors_and_classifying_the_accident_severity_in_Colombo_-_Katunayake_expressway_Sri_Lanka



7

8. Matara-Kataragama Railway Line

In 2013, the Exim Bank of China and the government of Sri

Lanka agreed to develop sections of the Matara-

Kataragama Railway Line Extension project. The Exim bank

provided USD 200 million under the Preferential Buyer ’s

Credit (PBC) facility and USD 78.2 million under the

Chinese Government Concessional Loan (CGL) facility. The

project aimed to improve the transportation system in the

southern part of the country is being implemented in 3

phases i.e. Matara-Beliatta, Beliatta-Weerawila and

Weerawila-Kataragama section. The contractors of the

project included China National Machinery Import and

Export Corporation (CMC), China Railway Group 5 (CR5),

and China Railway Electrification Group. The first

phase/section was completed by CR5 and Sri Lanka’s

Central Engineering Consultancy Bureau (CECB) and

opened for public use in April 2019.

Less than a week after the project’s inauguration, the

media reported a malfunction in the signaling system at

the Beliatta train station. As per reports, CMC used

substandard materials and construction methods. The first

section was reported to be “prohibitively expensive, even

with its difficult terrain”. There is no update on the

extension of Beliatta to Hambantota, approved by the

cabinet, which was supposed to be started in 2021 and

operational in 2023.

9. Katana Water Supply Project (WSP)

In April 2017, the government of Sri Lanka signed a USD

54.8 million loan agreement with China Development

Bank for the Katana Water Supply Project (WSP) to ensure

safe drinking water supply to all 45 Grama Niladhari

divisions in Katana Divisional Secretariat. It involved the

construction of three towers (at Bambukuliya, Ewariwatta

and Thibirigaskatuwa) and the laying of installation

pumps, transmission, and distribution mains. The project

achieved over 40% of physical progress in 2019. As of

March 2021, the WSP implemented by National Aero-Tech

International Engineering Corporation (AVIC) was

completed. It has created over 1,000 jobs and provided

safe drinking water to 20,000 people in Katana. It also

supplies water to Bandaranaike International Airport and

Bandaranaike Industrial Zone.

Beliatta railway station not built to acceptable standards. Newsfirst. (2019, April 12). Retrieved April 18, 2022, from https://www.newsfirst.lk/2019/04/12/beliatta-railway-
station-not-built-to-acceptable-standards/

Matara-Beliatta Rail Track: Lankan Engineers Signal Danger. The Sunday Times Sri Lanka. (n.d.). Retrieved April 18, 2022, from
https://www.sundaytimes.lk/170611/news/matara-beliatta-rail-track-lankan-engineers-signal-danger-244956.html

MoTCA. (n.d.). Home. Ministry of Transport. Retrieved April 18, 2022, from https://www.transport.gov.lk/web/index.php?
option=com_content&view=article&id=134&Itemid=216&lang=en
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8

1. Norochcholai 2-3 Coal Power Plant

Norochcholai coal power plant, also known as the

Lakvijaya coal plant is the country’s largest coal power-

based energy generator located in Norochcholai, Puttalam,

on the southern end of the Kalpitiya Peninsula. Despite

protests from civil society and environmental

organizations, the construction began in 2007, and was

completed and operationalized in three phases in 2011,

2013 and 2014 respectively with a total power generation of

900 megawatts. The total investment in the project was

USD 1.35 billion. The China Machinery Engineering

Corporation (CMEC) completed the first two phases with

the help of soft loans from the Exim Bank of China at USD

455 and USD 891 million respectively whereas funding for

the third phase remained unknown.

In the beginning, the plant failed quite a few times

causing an USD 20279168.00 reduction in income to the

national economy. Later it generated around USD 1.5

million profit per day. On the other hand, the plant has

serious impacts on the health, safety, and livelihoods of

the immediate surrounding and communities. Fishermen

and farmers have aggrieved over the irreversible damage

it caused to the environment including land and marine

life. It operated with an expired Environmental Protection

License (EPL). The plant engineers, 2018, raised their

voices against the socio-environmental impacts of the

power plant. Nonetheless, in 2020, the country’s cabinet

ordered a 300MW extension to the existing power plant in

agreement with the CMEC.

Energy

Norochcholai Coal Power Plant. Environment Foundation (Guarantee) Limited. (n.d.). Retrieved April 18, 2022, from https://efl.lk/portfolio/norochcholai-coal-power-
plant/

Norochchole coal power project (3X300MW). Ministry of Power. (n.d.). Retrieved April 18, 2022, from http://powermin.gov.lk/english/?page_id=1517

Lakvijaya coal power plant spewing controversy and more pollution - expose: Daily Mirror. Expose | Daily Mirror. (2018, April 25). Retrieved April 18, 2022, from
https://www.dailymirror.lk/article/Lakvijaya-Coal-Power-Plant-Spewing-controversy-and-more-pollution-149046.html

New twist to Sri Lanka's impending power crisis - business main: Daily Mirror. Business Main | Daily Mirror. (2018, January 23). Retrieved April 18, 2022, from
https://www.dailymirror.lk/article/New-twist-to-Sri-Lanka-s-impending-power-crisis--144420.html

Sri Lanka: Coal Power Extension Project to be pushed through under 'emergency' covid-19 situation. ICSC. (2020, June 19). Retrieved April 18, 2022, from
https://www.sustainable-carbon.org/sri-lanka-coal-power-extension-project-to-be-pushed-through-under-emergency-covid-19-situation/
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1. Health, People-to-People

Amid the outbreak of pandemic Covid-19, China has

extended medical assistance to the country. By supplying

1.1 million doses of the Sinopharm vaccines, it extended a

USD 500-million loan to the country. Moreover, it has

promoted people-to-people interaction and cooperation

by funding organizations like Sri Lanka-China Friendship

Association and the Sri Lanka-China Youth Friendship

Association.

Social Sector Development

Agriculture

1. Moragahakanda–Kalu Ganga Multi-Purpose project

In June 2012, China Development Bank Corporation (CDB)

and the Government of Sri Lanka signed a loan agreement

of USD 214.2 million for the development of the

Moragahakanda-Kalu Ganga project. An irrigation and

power generation project aimed to promote the

agriculture and plantation sector of Sri Lanka. It also

aimed to generate 20MW to cater to the local industrial

electricity demand in the northern central and eastern

regions, ensuring the drinking water supply for industrial

and domestic purposes. A dam was constructed to meet

the aforementioned goals. The project was completed in

2017.

Mahaweli Consultancy Bureau noted irrigation and

agricultural improvements along with the ecological

disruption, socio-economic and environmental impacts of

the project in the region and suggested mitigation

activities to address the impact on biodiversity. It is

reported that the villages in 11 Grama Niladhari divisions

went underwater during the construction of the dam. Over

3,000 families were displaced providing either no or less

compensation than promised. Locals aggrieved that their

sufferings continued despite the project being undertaken

in three different regimes since its commencement.

China’s influence in South Asia - carnegieendowment.org. (n.d.). Retrieved April 18, 2022, from https://carnegieendowment.org/files/202110-Pal_SouthAsiaChina_final1.pdf

Sri Lanka-china friendship association. Sri Lanka-China Friendship Association. (n.d.). Retrieved April 18, 2022, from https://www.slcfa.lk/

Project. Project {}. (n.d.). Retrieved April 18, 2022, from https://china.aiddata.org/projects/39029/

Biodiversity plan for Moragahakanda and Kalu Ganga Agriculture. IUCN. (2021, May 28). Retrieved April 18, 2022, from https://www.iucn.org/asia/countries/sri-lanka/past-
projects/biodiversity-plan-moragahakanda-and-kalu-ganga-agriculture

Water, water everywhere but not for those pushed out of dam's way. Times Online - Daily Online Edition of The Sunday Times Sri Lanka. (n.d.). Retrieved April 18, 2022,
from https://www.sundaytimes.lk/200301/news/water-water-everywhere-but-not-for-those-pushed-out-of-dams-way-394665.html

Moragahakanda dams trigger avalanche of ecological harms. Print Edition - The Sunday Times, Sri Lanka. (n.d.). Retrieved April 18, 2022, from
https://www.sundaytimes.lk/220320/news/moragahakanda-dams-trigger-avalanche-of-ecological-harms-477296.html
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Considering the national and international concerns about

BRI-related investments in Sri Lanka, the country must

strengthen its debt management system and improve

debt transparency, especially for Chinese-backed projects.

It needs to promote Human Resource Development (HRD)

programs and devise strategies to mitigate the trade

deficit with China. The government of Sri Lanka needs to

make sure the implementation of foreign-funded projects

complies with the environmental protection standards.

The ambiguity regarding BRI-linked investments in the

region is a major issue that needs to be addressed. The

official website of the Central Expressway Project in Sri

Lanka has no mention of a Chinese partnership. Therefore,

China and the BRI members need to ensure transparency

by disseminating accurate information about projects and

prioritizing the well-being of locals of the recipient

countries. Considering the orientation of the

contemporary economic situation in Sri Lanka, Chinese

investments are not responsible on the whole but have

aggravated the economic crisis as BRI-linked projects,

with low returns, failed to produce desired results. For

instance, Mattala Rajapaksa International Airport and

Hambantota Port could not generate enough money to

meet their operating expenses. Notwithstanding, to

address the current economic crisis, the government of Sri

Lanka has pledged China to restructure its debts

repayments. The worsening economic situation in Sri

Lanka could be a lesson for other developing countries

that seek to stimulate socio-economic development by

borrowing from China and other institutions like the World

Bank (WB), ADB etc.

Conclusion


