
 
 

 CAUSAL RELATIONSHIP BETWEEN CONSTRUCTION 

ACTIVITIES  

& 

GDP GROWTH IN SRI LANKA 

 

Ruchika Athukorala 

 

(Reg. No.  10/8202) 

 

 

This dissertation is submitted as a part fulfillment of the requirements for the degree 

Master of Science in Financial Mathematics 

 

 

 

Department of Mathematics 

 

University of Moratuwa 

 

Sri Lanka 

 

May 2014  



i 
 

Declaration of the Candidate 
 

I hereby confirm that this is my own work and this dissertation does not incorporate any contents or 

materials previously being used for a Degree, Diploma or Higher Learning Course in any university 

or other institute without obtaining proper approvals.  

 

Further, I declare to the best of my knowledge and belief this dissertation does not contain any 

materials previously published or written by another person except where the acknowledgement is 

made in text. 

 

Student Name  : Ruchika Athukorala 

 

Registration No : 10/8202 

 

Signature  : 

 

Date   :  



ii 
 

Declaration of the Supervisor 

 

I hereby confirm that I have supervised and accepted this dissertation for the submission in the degree 

for Master of Science in Financial Mathematics conducted by Department of Mathematics, University 

of Moratuwa, Sri Lanka. 

 

Name of the Supervisor : Mr. T. M. J. A. Cooray 

    Department of Mathematics  

 University of Moratuwa 

 

 

Signature   : 

 

Date    :  



iii 
 

Dedication 
 

This dissertation is dedicated to my mother, wife and parents in-law who gave me an immense 

support, motivation and encouragement from the beginning to end of my studies until the submission 

of this dissertation. 

 

Also I would like to dedicate this dissertation to all my friends who gave me a great source of 

motivation and inspiration. 

 

Finally, this dissertation will be dedicated also to all those who are believing in the richness of 

learning.  



iv 
 

Acknowledgement 
 

I wish to sincerely acknowledge the guidance and assistance given by many honorable persons who 

were pillars of strength to me with their support and unerring advice by affording their valuable time 

at different phases of this research from planning to preparation of this report.  

 

I deeply appreciate the unfailing support and help ungrudgingly given by Mr. T. M. J. A. Cooray, 

Senior Lecturer of the Department Mathematics and the Course Coordinator, for supervising the 

project and giving valuable guidance and encouragement to make this a success. 

 

Further, I wish to express my sincere appreciation to Mr. Rohana Dissanayake, Senior Lecturer of the 

Department Mathematics for the immense support and advises given throughout the course, as the 

Course coordinator for the majority of the period and also as a generous lecturer. 

 

I acknowledge with thanks to all the lecturers and all the staff members in the Department of 

Mathematics, for their immaculate support during this period in numerous ways. 

 

I sincerely appreciate the help given by my dear colleagues of the course who were backing me 

throughout the period.  

 

At last but not the least, it is my duty to express my boundless gratitude to my family members for 

tolerating me and giving their ample support in innumerable ways throughout this study. 



v 
 

Abstract 
 

The construction industry plays a vital role in the socio economic development and national fiscals in 

any country. Usually it provides a considerable share towards the Gross Domestic Product (GDP) and 

Gross National Product (GNP) of the economy. Further it helps to bring lot of development goals for 

any country such as providing infrastructure, technology, machinery, engineering services and 

employment opportunities.  

 

Construction industry is a highly booming sub sector in Sri Lankan economy. The sector alone has 

contributed 6.6% in 2009 to 8.7% in 2013 towards the overall GDP. Therefore it has indicted a 

significant impact to the economy of the country. This study helps to understand mathematical 

relationships between construction industry and economy in an investor perspective and economic 

policy development standpoint. Also it helps to evaluate the structures of government policies, their 

effectiveness as well as direct and indirect impact of social wellbeing in the country. 

 

This study focuses on the causality relationship between the developments of construction activities 

and the GDP Growth in Sri Lanka. It describes as a country how construction activities have been 

responded to the trend of national economy and vice versa. Empirical data of economic indicators and 

construction index were used to determine the Granger Causality Test for the period of 1990 to 2013. 

Therefore, it checked the associations between national economic statistics and construction activates 

in Sri Lanka specially to identify unidirectional and bidirectional relationships among the variables as 

well as short term and long term relationships.  

 

The research reveals the Balance of Trade (BOT) has a relationship between previous year Gross 

Domestic Products (GDP) and a year before. Also it reveals that All Construction Cost Index 

(ACINDEX) has an impact on last three year GDP figures, Construction sector Gross Domestic 

Product (CGDP) figures and BOT. Therefore it can confirm a strong relationship between 

construction activities and economic growth in Sri Lanka. 

 

Kew words: Granger Causality, National Economy, Economic Growth, Construction Sector, Sri 

Lanka.  
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