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ABSTRACT

It is evident that both energy consumption level and cost of per capita energy
consumption have increased dramatically during the last decade along with the
economic development of Sri Lanka. However, domestic energy consumption of Sri
Lanka heavily dependent on external energy sources, consequently a persistent energy
crisis is a permanent feature in the economy. Furthermore, present energy crisis of Sri
Lanka will turn into a major economic crisis during the next decade and adversely

affect household welfare standards.

In view of the fact that there is a correlation between household welfare and household
energy consumption, the prime objective of the present study was to examine how
persistent increase of household energy cost would impact on household welfare status.
The present study also has given special attention to evaluate levels of welfare change
of households resulting from the persistent energy crisis. In achieving the prime
objective of the study, relevant data and information were collected through a sample of
rural and urban households selected from the Hambanthota and Gampha Districts.
Collected data and information were analyzed using appropriate quantitative techniques
including multiple regression analysis and qualitative techniques and the final
conclusions are drawn concerning household energy consumption and household

welfare.

This study reveals that each household in the sample shows enormous dependency on
energy sources which are frequently subjected to price variations in the market. Though
some of the houscholds in the sample are successful in maintaining their welfare
standards and able to cope with fluctuations of energy costs, the majority have failed.
The present study also reveals that household welfare level relies heavily on the
commercial energy sources. Increasing energy cost could be an extra shock for the
households highly dependent on commercial energy sources. The results suggest that an
increase in energy price will lead to a decline of household welfare while putting

additional strain on the household economy.

The present study identifies that there is a two-way causality between per household
energy consumption and the level of household welfare. Moreover, there are relative
differences of welfare standards between rural and urban households, since there are

significant disparities in regional development levels.



