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Sri Lankan commerce soars
A booming industrial sector is helping to turn Sri Lanka’s fortunes around, with Made in
Sri Lanka-stamped exports now reaching ever wider markets.
With tempting government
incentives and major investment
in infrastructure contributing
strongly to investor confidence,
progress is now being made in
all sectors. Peace, and a renewed
sense of national unity, also
enabled growth last year to hit
its highest level since the country
became independent from Great
Britain in 1948, with an impressive rate of 8.3 percent.
Export remittances exceeded
$10 billion in 2011, tourism
numbers surpassed 850,000, and
the IMF (International Monetary
Fund) has praised Sri Lanka’s
economic performance. The
country is undoubtedly in excellent shape today, and ripe for
new business, with foreign direct
investment expected to surge to
$2 billion this year.
For Rishad Bathiudeen, Sri
Lanka’s minister of industry and
commerce, there are still bottlenecks to growth, including the
recession in major markets and a
dependency on international oil
imports — but he outlines a confident strategy to attract more FDI.
“Industrial exports have
accounted for 74.2 percent of our
total exports this year so far. That
shows the growing importance of
our industrial sector, which now
makes up more than 30 percent
of our GDP (gross domestic
product),” he said.
“Thriving industries include
apparel, rubber products, gems
and jewellery, IT/BPO services,
tourism, urban commercial and
leisure real estate and property
developments, marine and
ocean-related services, shipping
and logistics, among others. The

location as a hub in the Indian
Ocean to West Africa, South
Asia and Southeast Asia makes
it highly competitive to other
regional economies,” Minister
Bathiudeen suggests.

Rishad Bathiudeen
Minister of Industry
and Commerce
SME sector has also become the
backbone of our economy, representing 70 percent.”
As the potential economic hub
of Asia, Sri Lanka also boasts
skilled human resources, wide
use of the English language, a
friendly population, an investment-friendly, open economy,
stability, bilateral investment
protection agreements with
27 countries, double-taxation
avoidance agreements with 38
countries and tax incentives for
strategic development projects.
Tax holidays range from four to
12 years, and there are safeguards
in place for expropriation and
non-commercial risks thanks
to Sri Lanka’s membership in
the World Bank’s Multilateral
Investment Guarantee Agency.
The Board of Investment (BOI)
which comes under the Ministry
of Economic Development’s
umbrella, is a specially instituted
focal agency for foreign investors.
“Sri Lanka now ranks 52nd
in the Global Competitiveness
Rankings and its strategic

Powering the economy
Much is also being done to
ensure the country’s energy
future, as Bathiudeen explains:
“Sri Lanka has a total installed
electricity capacity of about 2,700
megawatts of which 49.5 percent
is thermal power and 50.5 percent
is hydropower. Some 5 percent of
the FDI received in 2011 went to
the power sector.
“Sri Lankan energy use per
capita stood at 318 kilowatts per
person in 1989; by 2009 it had
increased to 449 kW per person.
With the increasing demand,
total primary energy requirement is expected to increase to
about 15,000 kilo-tons oil equivalent by the year 2020 at an average
annual growth rate of about 3
percent. These numbers signify
that energy use has increased
across all sectors in the country .
“A total of 48,000 industrial
power connections were active
in 2010 and power demand for
industries from the Ceylon
Electricity
Board
alone
increased by 14 percent, while
Lanka Electricity Co. separately
reported 10.1 percent demand
growth from industries.
“Since December 2011 and
with a $39,500 investment, my
ministry has implemented
much-needed industry grade
energy efficiencies at factory
level, using the public-private
partnership (PPP) model. We

are targeting to reduce industrial energy consumption by 10
percent initially.
“It’s also time for alternative energy. We support the
latest initiative by the United
Nations Industrial Development
Organization
(UNIDO)
in
Colombo for their hydrogen
fuel pilot project in Sri Lanka. I
believe that successful application of hydrogen fuel in the transport sector could lead us to use it
for our industrial energy supply
so that our manufacturing costs
could be lowered, thereby giving
us a cost advantage in international markets.”
The Japanese factor
Sixty years of diplomatic relations between Japan and Sri
Lanka have had a huge impact on
the latter’s socioeconomic development. Bathiudeen explains
that Japan has also been a key
trading partner and a generous
donor.
“We remember with the
highest regard and gratitude the
multitude of crucial Japanese
assistance extended to Sri
Lanka, among them the granting
ofthefirstisland-wideTVnetwork
Rupavahini, the strengthening
of Sri Lanka Telecom, a grant for
Sri Jayewardenepura General
Hospital, and grants to develop
various road networks, and
enhance education and academic
scholarships. These have been
solid pillars of generous Japanese
assistance to Sri Lanka,” he says.
“The total trade turnover,
which stood at $493 million in
2002, increased to $1,249.03
million in 2011.

Sri Lanka has found peace and stability.
“Although the balance of trade
with Japan is unfavorable to Sri
Lanka, due to imports of highvalue motor vehicles, total trade
significantly dropped in 2009 due
to the impact of the global recession, but increased in 2011. Tea
has been the main export item
from Sri Lanka to Japan, and
accounted for 29.8 percent of the
total value of exports to Japan in
2010.”
Other Japan-bound goods
include shrimps and prawns,
apparel and clothing, precious
and
semi-precious
stones,
natural rubber, machine parts
and accessories, brooms and
brushes, tires, vegetables, fruit
and nuts. Bathiudeen continues:
“Imports of motor vehicles from
Japan accounted for more than
50 percent of the value of total
imports from Japan in 2010.

‘The total trade
turnover, which
stood at $493
million in 2002,
increased to
$1,249.03 million
in 2011.’
Rishad Bathiudeen
Minister of Industry
and Commerce

Other import items from Japan
include electrical machinery,
self-propelled bulldozers, iron
or steel, parts and accessories of
motor vehicles, etc.
“In 2009, the value of total
imports from Japan to Sri Lanka
was the lowest value since 2002,
but it increased in 2011 due to the
duty reduction.
“Since 1996, a number of large
multinational
conglomerates
including NTT, Mitsui Group,
Kawasho Corp. and YKK have
committed substantial investments in large infrastructure
and manufacturing projects.
“At the same time, existing Japanese enterprises in
ceramics,
Noritake
Lanka
Porcelain, Dankotuwa Porcelain

(International Ceramics Corp. of
Japan), and Dainichi Creations
Lanka; and in electronics, FDK
Lanka (Fuji Electro Chemical),
have expanded their investment
in Sri Lanka.
“There are already 60
Japanese enterprises operating in Sri Lanka under the BOI
with a total investment of $350
million, providing more than
12,000 people with employment.”
A free trade agreement
between the two countries is also
under negotiation, and there is
widespread upgrades of technology and equipment under way.
A new chapter has opened up
for Sri Lanka, and it will be the
savvy investor that reaps such
exciting potential rewards.

This report was produced by Global Insight and can also be read
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‘Made in Sri Lanka’ products cause a stir in world export markets
Thanks to a diverse range of high-quality products—from apparel to tea, and
fruit to fish—and a renowned openness to enterprise and doing business,
Sri Lanka is enjoying outstanding success in export markets. In this report,
Global Insight investigates the work of the Sri Lanka Export Development
Board, focusing on the mutually beneficial relationship enjoyed by Sri
Lanka and one of its strongest and most solid trade partners, Japan.
Sri Lanka and Japan are maintaining a historical relationship in the fields
of politics, culture, trade and economics. Diplomatic relations between the
two countries were established in 1952, and since then, have nurtured a
long-standing relationship that dates back many centuries.
Sri Lanka was one of the first countries in the world to receive technical
assistance from the Japan International Cooperation Agency (JICA), and the
Asian powerhouse has helped Sri Lanka develop large-scale infrastructure
projects, power and energy plants, health and educational services and initiatives, TV and information technology networks, and other activities.
“Japan has been a major trading partner for us since our economy was
liberalized in 1977,” says Janaka Ratnayake, chairman and chief executive
of the Sri Lanka Export Development Board. “It maintained a leading role in
total trading activities for 20 years, after which it was superseded by India.
Japan is still the third-largest market for Sri Lanka in Asia — after India and
Singapore — and was our 10th largest export market in 2011.
“We exported black tea, apparel, shrimps and prawns, ceramic and porcelain, coconut products, rubber and rubber products, gems and jewelry and
food items to Japan at a value of $224 million in 2011. And we expect to
increase this to $1 billion in 2015.”
The Export Development Board promotes the following products for export
to Japan:
• “Ceylon Tea” (value-added and bulk)
• Sri Lanka apparel and accessories
• “Ceylon Cinnamon”
• Gems and jewelry including “Ceylon Sapphire”
• Rubber products including industrial and surgical gloves, auto parts,
and tires and tubes
• Porcelain, ceramic items and minerals
• Electronic apparatus, chips, etc.
• Wooden and educational toys
• Activated carbon
• Coconut, desiccated coconut, cream and milk powder
• Coir, coir dust and thawashi brushes
• Confectionary and processed food
• Fruit, vegetables, vegetable fats and oils
• Cut flowers and foliage
• Ornamental fish
• Ayurvedic, herbal and organic products
• Spices and essential oils
• Beverages, such as Sri Lankan arracks and beer
• Sashimi-quality fish and processed fish
• Information technology/business and knowledge process outsourcing
Export Products Recorded High Growth Rate
Fresh or chilled fish, tea in bulk, garments, prawns, packeted tea, brooms and
brushes, and coir fiber comprise 57 percent of Sri Lanka’s exports to Japan.
These products have been showing a high growth rate over past few years.
Air Links Between Sri Lanka and Japan
Sri Lanka’s flagship carrier, Sri Lankan Airlines, operates direct flights from

Colombo to Narita three times a
week. Connecting flights are also
available through Asia’s major
airports.

Exporting
the best
of Sri Lanka
to the world

Opportunities for Sri Lanka in the
Japanese Market
Japan’s major imports from the
world are fish and fisheries products, garments, wooden products,
chemicals, gems and jewelry, rubber
products, iron and steel and plastic.
Even though Sri Lanka has been
supplying many popular and highranking brands such as Marks and
Janaka Ratnayake
Spencer, Victoria’s Secret, Nike,
Chairman and Chief Executive
Adidas, Tommy Hilfiger and others
Sri Lanka Export
in Europe and the U.S. market, Sri
Development Board
Lanka has yet to penetrate the lucrative high-end Japanese market. This paves the way for Sri Lankan exporters to
identify leading brands in Japan and produce them in Sri Lanka.

Some countries have too
much of a good thing. In Sri
Lanka’s case, it could be our
superb quality Ceylon Tea or
Cinnamon, our scintillating
Blue Sapphires and other
precious gems, our rubber, our
apparel...the list is long.
At the Sri Lanka Export
Development Board, we select
and nurture the best of our
products so that discerning
markets like Japan can
enjoy the tastes, textures
and specialness of Sri Lanka
through strong, long-lasting
partnerships.

‘We exported black tea, apparel, shrimps
and prawns, ceramic and porcelain, coconut
products, rubber and rubber products, gems
and jewelry and food items to Japan at a value of
$224 million in 2011. And we expect to increase
this to $1 billion in 2015.’
Janaka Ratnayake, Chairman and Chief Executive
Sri Lanka Export Development Board

Bilateral Business Cooperation Between Sri Lanka and Japan
Sri Lankan businessmen and entrepreneurs have been given many training
opportunities in Japan and are therefore able to adopt the Japanese style
of management.
The Sri Lanka Expo 2012, a premier international trade fair organized by
the Export Development Board, took place from March 28 to 30, 2012, in
Colombo. The event, which featured an international exhibition, a symposium
with internationally acclaimed keynote speakers, business meetings, networking sessions, seminars, a cultural event and a fashion show was a distinct
success. More than 370 stalls showcased the best of Sri Lankan products
and around 1,000 international buyers visited the event. The 50-member
delegation from Japan comprised representatives from industries such as tea,
gems and jewelry, food and drink, spices, rubber, garments, ICT and BPO,
light engineering and organic products.
The EDB is now planning to organize Sri Lanka Expo 2014 and would
like to invite Japanese business delegations to visit this event in order to
further strengthen bilateral trade between the two countries.
“2011 was a very good year for exports, with performance exceeding
both expectations and our revenue target of $10 billion. If export services
were added, this would be even higher,” Ratnayake said. “The improved
performance was driven by agricultural exports, which grew by 10.6
percent and industrial products, which grew by 27.3 percent.”

Sri Lanka
Export Development Board
42, Navam Mawatha
Colombo 2, Sri Lanka
Tel: +94 11 2300712
Fax: +94 11 2300715
chairman@edb.tradenetsl.lk
www.srilankabusiness.com

PAGE: 11

