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Introduction

Sri Lanka, since independence, has experienced the economy moving from one direction 
to another. National and international compulsions made different governments not pursuing at 
least a broadly agreed national policy or model. In the early 1970s, the governments adopted 
targeting import substitution, an extremely closed policy more under compelling circumstances, 
not necessarily by choice. In addition to ideological preferences the continuous difficulties of 
the Balance of Payment was a major reason why the country opted for such policies.

The experience in many East and East-Asian countries has also shown that when a country 
is ‘opened up’ for trade without neglecting the other sectors such as agriculture, public sector, 
small business, manufacturing for the local market, economic growth could take off. It was also 
essential to move from state control to a state monitoring and intervention in order to have 
a balanced and a national economic policy. Complete closed economies or complete open 
economies have never existed, and never will. 

In 1977 the government pursued a more open economic policy, but at a cautious pace, 
based on an evolving new international division of labour. ‘Open economy’ was the term used 
for what we today call trade liberalization, particularly in our country. The government passed 
legislation to create the Greater Colombo Economic Commission (which is now called the 
Board of Investment or BOI). Sri Lanka was marketed as having an abundance of cheap easily 
trainable unskilled labour. Most of the investors focused on the low end garment manufacturing, 
to exploit the quotas available from the USA and Europe. Although initially, this proved to be 
a major success, it was only in the short-term as the reduction and withdrawal of quotas saw 
the closure of many factories, unless they had upgraded themselves to the higher segments. 

There were some bitter lessons learnt. Cheap unskilled labour gives only a temporary 
competitive advantage, as other developing countries are also able to come up with even 
cheaper options. Allowing used machinery to be brought in as the investors’ equity contribution 
proved to be disastrous as they were found to be highly over valued and did not last too long 
resulting in the factories having to close down. It was also found that such firms had considerable 
foreign currency borrowings from the local banks against mortgage of plant and machinery 
which ended as non-performing advances resulting in losses to the lending banks.
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The thirty year period of terrorism was a major blow to attracting Foreign Direct Investments 
and the country was pushed into survival mode. With the end of this dark era, the country was 
once again open for Foreign Direct Investments. However, the global recession had started 
taking its toll and the main competitive advantage the country had to offer was the proximity to 
the large Indian market. It was at this time China was growing in leaps and bounds and when 
the United States, Europe and India did not respond too favourably to the initiatives taken by 
the Sri Lankan government at that time, it was inevitable that the country had to look to China 
for investments, to carry out its development plans, especially the infrastructure projects.

Need for a Consistent Policy

The lack of a proper comprehensive National Trade Policy for Sri Lanka was a long felt 
need of the country. The decisions taken from time to time by successive governments as well 
as, sometimes even the same government, have not shown any consistency as to the policy 
that is being pursued, thereby questioning the existence of any policy.  

Sri Lanka is basically an agricultural and an import / export economy with large amounts 
having to be spent on its essential imports. The focus on export oriented Foreign Direct 
Investment is expected to grow the  international trade business exponentially to be a key 
segment in the development of the country’s economy, All of this and some of the controversial 
decisions taken by the present government, resulted in several organisations, including the 
Chambers of Commerce Entrepreneurs and some professional bodies, rigorously campaigning 
forcing the government to formulate a National Trade Policy without any further delay, in order 
to ensure that the local entrepreneurs do not suffer any losses from their investments and that 
it will form a guide for the government when negotiating any trade agreement. One goal of 
the government was the creation of one million jobs, which was surprising since the country’s 
unemployed stood at only six hundred thousand. Does this mean that the government is hoping 
to attract four hundred thousand foreigners into the country’s workforce? If not, does it envisage 
a movement of labour presently employed in agriculture to the newly created jobs in industry, 
both of which were being criticized as highly dangerous.  

Sri Lanka’s imports have grown faster than its exports year after year in spite of many 
strategies adopted by the successive governments to grow exports and record a positive 
Balance of Trade.

 

Sri Lanka Exports (USD Millions)
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Sri Lanka Imports (USD Millions)

Sri Lanka did not have a specific Trade Policy. It was something that evolved from the overall 
economic policies adopted by the government in power. The continuous lack of consistency in 
trade related decisions created difficulties for local entrepreneurs to prosper. The opening up of 
the economy and the entry into Free Trade Agreements with drastic effects on local producers 
and industrialists, resulted in pressure being brought on the government to reveal its Trade Policy.

It is an essential requirement that formulation of any policy should be a long drawn out 
process needing careful attention with all parties that may be impacted by it being given a fair 
hearing. They must be allowed to express their concerns and suggestions which should be 
addressed as far as possible. A policy should not be myopic and should clearly spell out the 
long term direction that the country needs to take. It is also important that it is aligned with the 
government’s general economic policy direction. If it is to succeed, it should not be subject to 
major changes with every change of government.

Several economic policies were announced from time to time by the ‘yahapalana’ 
government, which was a clear indication that they had not done their homework properly. 
They expected major investments to flow in from Europe and the USA, due to the support it 
received from those countries, prior to the general elections in 2015. This led them avoiding 
looking at any further deals with the Chinese, who had worked very closely with the previous 
governments with a large number of projects being given to them, and which the government, 
which was at that time in the opposition, was highly critical about. 

However, after more than two years in office the government realized that they have been 
badly let down by those countries, as no such investments were coming in. Having announced 
a policy of developing the country using Foreign Direct Investments, the government was 
embarrassed as it had failed to show results. It was evident that the European countries and 
USA were also looking at China for investments in their countries. Finally, the government had 
to very embarrassingly approach the Chinese for investments, and of course negotiating from 
a weaker position. Although regaining GSP plus was a positive achievement which helped to 
boost the country’s exports, the government tried desperately to finalise the ECTA and Singapore 
Free Trade Agreement with a view to attracting investments from India and Singapore. Major 
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concessions proposed under these two agreements opened another can of worms, and the local 
entrepreneurs demanded that a National Trade Policy should be in place, prior to negotiating 
any international trade agreement. 

National Trade Policy

The major emphasis of the ‘yahapalana’ government to boost Foreign Direct Investments 
made it a must to reveal the National Trade Policy, (NTP) which the Minister in Charge repeatedly 
claimed was available. It appeared that it was not the case, as the Minister was not able to 
produce it, despite repeated requests made by the local entrepreneurs and professionals. Even 
the Right to Information (RTI) Act did not permit the seeking of information on government to 
government agreements. Thus, continuous pressure was exerted on the Ministry, especially by 
the professionals to make public the National Trade Policy. A  hurriedly developed National 
Trade Policy by the Ministry which did not contradict the stance taken by them on ETCA and 
SLSFTA was released end of February 2017, almost two years after the government took office.  

The NTP was designed to expand exports, improve firms’ ability to compete with imports, 
attract foreign investment, reduce prices for consumers, and create new and better jobs. The 
policy intends to ensure predictability, consistency, and transparency in both policies and 
regulatory structure. It would also enhance efficiency, competitiveness, institutional coherence 
and inclusiveness. The NTP is built on 4 major elements: enhancing competitiveness through 
domestic policy reforms, market access and trade facilitation, macroeconomic balance, policy 
and institutional coherence, and facilitating of adjustment of firms and people.

Enhancing competitiveness through domestic reforms included trade reforms and 
regulatory reforms. market access and trade facilitation included boosting exports, entering into 
Trade and Comprehensive Partnerships Agreements, benefitting from trade in services, Linking 
with Global Production Sharing Networks or global value chains, Attracting export-oriented 
Foreign Direct Investment, Trade facilitation and supporting private sector. Macroeconomic 
balance, policy, and institutional coherence included Policy coherence, effect on government 
revenue, effect on balance of payments and Institutional coherence. facilitating adjustment 
of firms and people included trade cost adjustment,making trade work for all-Inclusive trade, 
strengthening the capacity to compete in domestic markets and helping the consumer.

Sri Lanka boasts of a high literacy rate, but it faces a major issue in finding the human 
resources in sufficient numbers for the job opportunities to be created. The education system 
has not undergone any radical changes to ensure that the students are groomed to take up 
the new jobs. Educational reforms should be carried out immediately to ensure that we do 
not continue to produce qualified people who end up being unemployed. Learning as well as 
unlearning and re-learning are essential issues that need to be addressed in the NTP with a view 
to generating sufficient numbers of skilled workers to man the new jobs.
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The NTP has been made public almost nine months ago, and the real test of the Policy 
lies in its implementation and whether it will actually benefit the country. Although the GMOA 
claims that it is only a statement and not a real policy, to date, there doesn’t appear to have 
been any constructive debate on it. 

Free Trade Agreements

In the past multilateral Free Trade Agreements were in vogue. However, whenever there 
was a need to make any amendments, it was essential that all parties to the agreement agree 
to it. Even if one of them does not agree to it, that amendment cannot be done and therefore 
such agreements lacked flexibility. A good example is the recently concluded meeting of Asia 
Pacific Economic Cooperation held in Papua New Guinea, where for the first time in 25 years, 
the meeting ended without a joint declaration being made, due to a disagreement between China 
and the USA. Therefore the current trend is to enter into the more flexible bilateral agreements.

Sri Lanka is a party to a number of multi- lateral agreements viz. EU GSP, Other GSP, 
SAARC Preferential Trading Arrangement (SAPTA), South Asian Free Trade Area (SAFTA), 
Asia - Pacific Trade Agreement (APTA) and Global System of Trade Preference. In addition Sri 
Lanka has three bi-lateral free trade agreements viz. Indo - Sri Lanka Free Trade Agreement 
(ISFTA), Pakistan - Sri Lanka Free Trade Agreement (PSFTA) and the recently concluded Sri Lanka 
Singapore Free Trade Agreement (SLSFTA). The question is, whether the country has received 
any major benefit under these agreements.

Although the PSFTA did not create any major issues the ISFTA certainly did. Some of 
the issues were the result of flaws in the agreement while the others were due to the negative 
attitude of the Indian officials. For example, the goods to be eligible for concessions under the 
ISFTA had to be imported through specified ports which resulted in having to move the goods 
overland to its final destination by Truck or Train with additional costs, risks, delays and handling 
issues. Another issue was that the agreement was with the Federal government and the issues 
faced had to be sorted out with the State governments and the thinking was not the same and 
the issues were not easy to resolve.

A Free Trade Agreement should have a bias to favour the weaker country, in order to 
give a benefit to the weaker country. It is up to the negotiating team to ensure that it is so. 
However, in some cases our negotiating teams have ignored this principle. The composition of 
the negotiating team appeared to be one of the problems, The Sri Lankan team comprised of 
government officials from the Department of Commerce, Export Development Board and the 
Ministry officials. On the other hand the Indian Team included a few business leaders in addition 
to its officials, thereby ensuring that their needs are well looked after and avoiding some of the 
pragmatic issues that they would have faced. Another issue was that the agreement is between 
the two governments. Although the Indian Federal government entered into the agreement, it 
is the State government that handles the operational aspects and they come up with their own 
policies and interpretations. This has made it extremely difficult to achieve the desired results 
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under the ISFTA and some Sri Lankan exporters were forced to incur losses due to delays and 
harassment especially in the state of Tamil Nadu where the anti-Sri Lankan factions are strong. 
The irony of this is that these issues go on, and on as there is no official authority or mechanism 
in place to handle the grievances.

In the wake of the bitter experience with the ISFTA and no concrete action being taken 
to address them, the business community made strong objections when the government 
commenced negotiations on CEPA. For a fairly long period India and Sri Lanka were engaged 
in negotiating a Comprehensive Economic Partnership Agreement (CEPA), but successive 
governments had to put it on hold due to mounting pressure from the local businessmen, who 
were focusing on some of the key clauses in the agreement which were seen as harmful to Sri 
Lanka. One of the biggest issues was the opening out of the service sector which would allow 
Indians to take over the jobs of certain local professionals. Eventually, after many rounds of 
talks it was dropped.  

Economic and Technology Co-operatrion Agreement (ETCA) is to be introduced in place 
of CEPA which is a failed, inactive, and unsuccessful International Agreement with India entered 
into during Chandrika/Ranil regime 2003. Free Trade Agreement that was signed with India 
in 1998 was operating for 15 years in favour of India where India exported USD 4494 million 
worth goods to Sri Lanka when Sri Lanka exported only 789 USD million worth goods to India. 
Fortunately, no service sector was involved, even though a large number and sectors of Indian 
Labour are illegally employed in Colombo and suburbs as well as in the agricultural farms in the 
Eastern and Uva Provinces, with a grave future threat. The government says that ETCA is only 
a framework agreement for further negotiations. What we have left to negotiate and what we 
can offer is minimal and limited considering the ground situation. Why we need the framework 
agreement if the BOI is functioning well, is a matter one cannot understand. Once we sign the 
framework agreement, we are bound to be pressurized by India to implement the rest. We 
cannot export tea as there is a ban on tea to India. Although the government claimed that it is 
different to CEPA and the agreement is restricted to a very few professions, the local business 
community have ferociously fought with the Ministry, highlighting the disadvantages that the 
country would face, if implemented. As a result this agreement is yet to be signed in spite of 
the Indians being very keen to finalise it without any further delay.

The Secretary of the Government Medical Officers Association, Dr. Nalinda Herath stated;

“Though the name CEPA has been changed to ETCA, we still cannot accept allowing 
unemployed Indian professionals to enter the Sri Lankan labour market. As we previously 
said, we extend our fullest support to the Government to improve the quality and skills 
of Sri Lankan professionals up to international standards. But, instead of uplifting local 
labourers, the government is going to hire Indians. As the ones who opposed the ETCA, 
we have had to face defamation from some people. Since we oppose it, the GMOA’s and 
all state professionals’ reputation is being defamed by some people. The public should 
be concerned over this due to the impending dangers it would cause”. 
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Singapore – Sri Lanka Free Trade Agreement (SLSFTA) was signed very recently amidst lots 
of opposition from the local business community. A major deviation from the other free trade 
agreements is the opening out of the service sector for the very first time. While the Minister-
in-charge claimed that the agreement was designed to attract large scale investments to Sri 
Lanka, the critics claimed that the agreement was detrimental to Sri Lanka. There was further 
controversy when questions were raised as to whether the agreement had received cabinet 
approval before signing it and whether or not, it should have been presented to parliament. 
Their major concern was that Indians, having failed with CEPA and ETCA, can now come into the 
country through a firm registered in Singapore, provided they have been resident in Singapore 
for a period of just one year. Another issue pointed out by them is that Sri Lanka’s exports to 
Singapore had duty free access to Singapore all the time, and therefore, our exporters will not 
get any benefit while the Singapore exporters have now become entitled to many concessions 
on Customs duty which will result in a revenue loss to the country, Waste disposal is another 
issue that was highlighted. When the country is facing a huge issue in managing the disposal 
of garbage, allowing Singapore to dump their waste in Sri Lanka was highly controversial. The 
agreement, in defining the minimum investment, allowed the construction of even a single house 
as an investment. This was cited as an example of how badly the agreement was negotiated. 
This may be seen as another desperate measure to grow the FDIs which, so far, has been far 
from satisfactory. The Sri Lankan entrepreneurs claimed that this would result in projects which 
can be handled by locals being given to foreigners thereby driving them out of business. The 
government must now face the difficult task of trying to negotiate the removal of some of the 
adverse clauses, which will not be an easy task. Cancellation of this agreement may not be an 
option, as it would be disastrous in the long term, sending the wrong signals to the international 
community.

The government is now negotiating Free Trade Agreements with China, Thailand, 
Bangladesh and some others hoping that the country can attract more FDIs. Since these 
agreements are being entered into with a lack of transparency and accessing any information 
under the RTI is not allowed, the question is whether with these agreements the country really 
stands to benefit or not, which will only be known in the future.

The government claims that they expect to increase productivity, and efficiency of the local 
industries and producers and that the locals will be protected. In the face of mounting criticism 
the government came up with a relief package called ‘Trade Adjustment Package - TAP’. The 
question is whether its introduction was too late and whether anyone who had suffered losses 
has received relief under it to date to move into an alternative enterprise, while inefficient 
businesses should not receive protection and the sound ones should be encouraged to prosper.



30th Anniversary Convention 201896

Foreign Direct Investments

Ever since the introduction of the ‘Open Economy’ concept in 1977 successive 
governments have tried to target Foreign Direct Investments as a main source of carrying out 
the development activities to boost the country’s economy. However, no government can boast 
of any major breakthrough in this area. 

  

  Sri Lanka Foreign Direct Investments – Net Inflows (USD Millions)

Foreign Direct Investment in Sri Lanka increased by 719 USD Million in the second quarter 
of 2018. However, the government has failed to maintain the growth momentum. Foreign 
Direct Investment in Sri Lanka averaged 158.30 USD Million from 2001 until 2018, reaching 
an all-time high of 964 USD Million in the fourth quarter of 2017 and a record low of 20 USD 
Million in the second quarter of 2001.

Board of Investment (BOI) is the principal government arm entrusted with the responsibility 
of attracting Foreign Direct Investments. However, there were major allegations against the 
BOI about its bureaucracy, delays in approvals, bribery and corruption. Another contributory 
factor was the Inconsistent government policies and taxation. Non- availability of labour with 
the required skills in sufficient numbers, the increasing cost of power and water also had a 
negative impact. There appears to be some desperate measures being taken to show a growth 
in FDIs, rather than targeting projects which were most beneficial to Sri Lanka. India is a good 
example to follow. They look for technology transfer as well as transfer of ownership to Indians 
over a period of time, which is dependent on the quantum and type of investment. When the 
‘yahapalana government came into power it was expecting large amounts of investments to 
come in from Europe and USA, but they let the government down badly forcing it to look 
towards China and India

Having boasted of FDIs to develop the country, the lack of success was an embarrassment 
to the government and the strategy appeared to be, to get any investment at any cost, without 
considering whether or not they are beneficial to the country. This became evident with the 
publicity given to the tyre factory in Horana, for which a rubber plantation of hundreds of acres 
was cleared and the Volkswagen factory at Kuliyapitiya both of which were non-starters. This 
made it worse as the government lost its credibility as well. Another obstacle was balancing the 
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investment opportunities between China and India, for political reasons. The refusal to give the 
Colombo Port East Terminal to India and offering instead the West terminal, which is a shallow 
port and of little value to India, stating that the agreement did not specify whether it was East 
or West, also shows the lack of a clear policy. 

Trade Facilitation

Trade is critical to Sri Lanka’s future. As a driving force for the country’s economic growth, it 
requires an enabling environment for faster, fairer, more predictable, and transparent processing 
and clearance of imports and exports—all at the lowest cost to the traders. In keeping with the 
objectives laid down in the National Trade Policy, the Department of Trade and Commerce, 
the National Trade Facilitation Committee, Australian Aid and the World Bank commenced 
working on the National Single Window which will definitely be a major benefit to Sri Lanakan 
importers and exporters. As a first step, they commenced work on the Trade Information Portal 
which was designed to create a “one-stop point for information relating to import into and 
export from Sri Lanka”.

To do international business, you need to be knowledgeable about the regulations, 
procedures, processes, and fees, and you encounter more than thirty different institutions that 
have some say about your export and import. Also, these thirty institutions have some more 
than one hundred regulations which you have to comply with. Finding information about these 
procedures and processes is extremely cumbersome, time-consuming, and significantly increases 
the cost of doing business. They, emphasized the urgent need for a Trade Information Portal. 

The Sri Lanka Trade Information Portal (SLTIP) is a one-stop point for information relating 
to import into and export from Sri Lanka. Implemented by the Department of Commerce, the 
portal provides an accessible, logical, helpful gateway for traders to access important regulatory 
and procedural information needed to export, import and transit. The portal is an important 
step for the government toward improving the predictability and transparency of the country’s 
trading laws and processes. The initiative is also in line with the government’s commitment to 
the requirements of World Trade Organization to comply with Article 1 of the Trade Facilitation 
Agreement.

The Trade Information Portal that has been set up is designed to provide the following 
information: 

•	 Information on trade, including laws and regulations, measures, standards, 
procedures, process maps, guidance notes, fees, forms, licences and permit and 
customs tariff (organized by HS Code) as well as duty, fees, taxes, levies and 
applicable penalties in case of breach.

•	 Information on measures comprising of licensing and permit requirements, 
technical conformity standards, certification requirements and generally any form of 
authorization, inspection, verification, or other forms of control concerning export, 
import and transit. & Forms
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•	 Information on procedures required when applying for licenses, permits, border 
clearance or other regulatory obligations relating to export, import or transit of 
goods and means of transport and Forms (application forms, licenses, permits, etc.) 
relating to procedures.

•	 Information relating to international, regional and bilateral trade agreements to which 
Sri Lanka is a party, including the applicable rules, regulations and requirements and 
the opportunities for Sri Lanka on a product by product basis.

 
The launch of the Sri Lanka Trade information Portal (SLTIP) in July this year was one 

of the most progressive steps in its trade history and was widely lauded. However, Verité 
Research’s Research Director Subhashini Abeysinghe, came in for some stern but constructive 
criticism at the Sri Lanka Economic Summit held earlier this year. The findings of the research 
carried out by them had highlighted several pertinent points with regard to how and where the 
SLTIP is currently failing in its objectives. The project is set to fail if a host of structural issues go 
unchecked. Some of their findings reported by her is given below;

“There is a significant gap between what the Government is trying to do at national level 
and the ground realities of the situation. The crux of this issue is centered on information, 
more specifically, on the difficulties that surround the process of procuring information. 
While an easily accessible information platform is a much-needed step, the viability of 
such an initiative is contingent on all the relevant information being actually available on 
the platform – something that is not presently the case. To make information available 
online, you must first have documented information. There are many regulations where 
procedures are not documented and the documents traders have to submit, to get 
compliance, recommendation letters, and approval are not documented. When the 
processes are not documented, what are you going to make available on the portal? The 
creation of a portal is not going to address that problem. 

One of the main reasons for this, is the present state of bureaucracy, where the 
Government has no incentive or reason to make some of the necessary information 
available. When there is information available, the Government has no incentive, or the 
bureaucracy has no incentive to make this information available or easily accessible. 
The lack of information online, is not because the border agencies don’t have websites. 
In Sri Lanka, almost all border agencies have websites. We don’t have this information 
online because they don’t want to make it available online. A lack of accountability, that 
is one of the biggest problems that see all of these initiatives fail; it’s nobody’s baby. So 
if you have one third party that is collating this information, it’s not their baby because it 
depends on somebody else giving this information - if they don’t give the information it’s 
‘sorry I can’t update it’. And then the parties who are supposed to give the information, 
what obligation what mandate do they have which compels them to give this information? 
Monitoring, oversight and accountability is totally lacking in any initiative we’re doing.”
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Another fairly critical problem lies in the State’s use of statistical data. For a burgeoning 
business or entrepreneur, up-to-date statistical data is critical in terms of accurate decision-
making. While most government agencies don’t traditionally collect this sort of data, on the 
few occasions they do, this data, though surveyed and collected at cost, generally just “sits in a 
computer at a government agency. The greater use of data should be the return on investment. 
These statistics aren’t available online, and it’s not made explicitly clear how to go about getting 
that data. It is ironical that Sri Lanka Customs charges Rs.20,000/- to give export and import 
statistics of Sri Lanka, a myopic thinking without looking at the bigger picture of the acting as 
a facilitator to grow Sri Lankan exports .

While the lack of statistical data and the need for information are key sticking points in 
terms of SLTIP, they are just the tip of the iceberg, so to speak. According to Abeysinghe, the 
most pressing issue lies in the fact that the principal language in which online information is 
made available – even by the Government – is English. The Sri Lanka Customs website is entirely 
in English, Sri Lanka Export Development website is mostly in English, and in any Government 
website, even if there is availability of all three languages, the content available in Sinhala is 
about five to six times less than the content available in English. 

One reason you’re taking information online is to avoid businessmen from far outstation 
places such as Jaffna, Trincomalee. Puttalam and Hambantota, from having to come to Colombo 
just to find out how to get approval, and what application forms to submit. This is a significant 
barrier if you’re trying to bridge this information gap that we’re not even recognising or identifying. 
And it’s ironic that at least in Tamil, we understand there is a resource constraint but you would 
take it as granted in Sinhala, where Government agencies – a majority of them – function in 
Sinhala. Does this mean if they cannot communicate in English international trade is not for them?

One of the major problems with most government websites is that they are not up to 
date. In this day and age where the internet is extensively used to obtain information, it is a 
must to address this issue immediately. It is not surprising that the SLTIP is not up to date when 
their own websites do not give the updated information and statistics which are so important 
for decision making. Therefore, ownership and accountability for this task should be clearly 
established, which will ease the pressure on the officials of the department concerned in not 
having to answer so many inquiries by people who call over daily at their offices. 

Another issue that has surfaced is whether we are using modern technology in setting 
up the SLTIP and National Single Window. It appears that they are getting the software used 
in Australia. Although, initially the software is developed free of charge, question is now being 
raised as to whether we have to pay a maintenance fee to the owners of the software. The 
question that is being raised is whether having studied the scope of the project and the system 
analysis, whether we re-written the computer programs using modern technology such as 
Blockchain, which not only provides an audit trail but also make it easier to interface with 
modern international systems, thereby moving paperless trade across borders.
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External Debt

Sri Lanka’s external debt has shown an increasing trend over the last several years, and 
it has reached even greater proportions in the last two years. Therefore it is essential that the 
steps are taken to grow the country’s exports to create a surplus to meet the repayments of 
capital and interest as and when they fall due.

This would mean that the target for exports from Sri Lanka will have to be extremely high 
and it will not be possible to achieve this with merchandise is exports. The growth will have to 
be from the services sector. 

Indira Malwatte, Chairperson, Sri Lanka Export Development Board said that today Sri 
Lankan export trends are shifting from merchandise to service oriented exporters. “I am sure 
service exporters would overrun the merchandise exporters in two years.” She said that the 
service sector is being dominated by BPO services, ICT and logistics sectors. The government 
has been targeting Free Trade Agreements towards growing service exports in order to service 
the loan re-payment and interest as and when they fall due but appears to be getting into more 
debt rather than reducing them. 

 

Sri Lanka – Total Gross External Debt

Sri Lanka’s Balance of Trade has, for a long period of time, been far from being satisfactory. 
The country’s imports have been growing faster than its exports thereby recording a negative 
Balance of Trade for many years. The import substitution strategy of the previous government 
appears to have been abandoned and the opening up of the economy has been effected without 
adequate protection measures such as anti-dumping legislation being put in place, may prove 
disastrous. At a time the country is facing foreign exchange difficulties, the government has 
shown reluctance in curbing the non- essential imports, more due to political reasons rather 
than economic reasons. Although an attempt was made a few months ago, by the introduction 
of disincentives, it appears to be too little too late.
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Sri Lanka – Balance of Trade

Conclusion

Achieving a substantial growth in merchandise exports, is a difficult task. Therefore, the 
country has no option but to grow its service exports exponentially in order to service the 
external debt and pay for its imports. It is absolutely essential that a National Trade Policy is 
developed with the country’s interest at heart, free of any political bias, with the involvement 
of academics and professionals and politicians from all major parties, which will be consistent 
over a period of several years, and not be changed with every change of government. 

At a time when the first ever trade finance transaction has been performed successfully 
using Blockchain technology by HSBC and ING Bank, and the Central Bank of Sri Lanka has 
given the green light for the use of Blockchain technology, questions are being raised as to 
why we are not making use of the opportunity to use the superior Blockchain technology, to 
build the National Single Window platform and be ready to carry out import / export business 
digitally with the modern world. Serious consideration must be given to this immediately to 
develop the National Single Window using Blockchain technology and being ready for the 
future. Hence using old technology which will require further costs to be incurred to change  
the software into what is compatible with what is required. 

The Sri Lanka Trade Information Portal and the National Single Window, in the first instance, 
should have been fully operational only for the country’s exports, which will be the easier task. 
With regard to imports, a study must be carried out objectively to simplify and reduce the 
present regulations and to have in place only what is essential. This too can be implemented in 
stages, taking on the high value regular imports first and thereafter the others. Trying to do all 
of this at the same time has created many problems thereby causing delays in implementation.
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Providing concessions to local industrialists should be handled in a prudent manner. Any 
inefficient industry is affected by imported goods, relief should be given to them under Trade 
Adjustment Package (TAP), to move out of that business into something else rather than support 
its continuation. Bribery and corruption which has been one of the biggest obstacles for trade. 
needs to be addressed immediately. Digitalization will certainly be of help in addressing this issue.

Sri Lanka Exports Development Board should be converted to a more vibrant organization, 
targeting service exports and their officers should be held accountable in achieving pre-
detarmined measurable targets, and the performance level of each officer must be measured. 
The country has a major task ahead of it, and unless concrete steps are taken to achieve the 
desired objectives, the country may face major problems in servicing its debts. At the time of 
finishing this article the government has announced that it hopes to formulate a new National 
Trade Policy which is in the best interest of the country, with the involvement of economists, 
academics, intellectuals, importers and exporters and any other parties who may be impacted 
by it. It will be useful to have politicians from the government as well as the opposition involved 
in order to ensure that the policy will not be changed, at least in the next five years.
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