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         Interactive session with members of the South Asia Regional Council, 

             Federation of Indian   Chamber of Commerce & Industry (FICCI)  

30th July 2019 

                                           

                        “COMING CLOSER HOME, INDIA AND SRI LANKA”   

 

At the outset, may I thank the Federation of Indian Chamber of Commerce & 

Industry for inviting me to make a presentation at the South Asia Regional 

Council. FICCI being a business and industry oriented apex body, I have 

considered it appropriate to talk on strengthening business and investment 

synergies between the two countries and opportunities Sri Lanka offers to 

Indian investors. 

 

When we talk about bilateral relations, it is noted that business ties between 

Sri Lanka and India are rooted deep, linked, which date back to many 

millennia.  

 

In recent years, the relations of both countries reached upgraded proximity.  

In keeping with “ India’s  Neighbourhood First  and Act – East Policy” The 

existing relationships have elevated to a higher level for the benefit of both 

countries. 

 

Sri Lanka is one of India’s largest trading partners in SAARC Region. India in 

turn is Sri Lanka’s largest trade partner globally. Trade between the two 

countries grew rapidly particularly after the entry into force of the India-Sri 

Lanka Free Trade Agreement in March 2000. 
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Two-way trade that stood at US$ 658 million when the agreement was 

implemented in the year 2000 has increased to US$ 3 billion in 2010 and US$ 

4.9 billion in 2018. India accounts for almost 18% percent of total Sri Lankan 

imports and is the third largest export destination for Sri Lanka. In 2018, Sri 

Lanka imported goods for the total value of US$ 4.1 billion, while exports to 

India represented US$ 768.71 mn. We can bridge this deficit by increased Sri 

Lankan exports fueled by a higher quantum of Indian investment, to supply to 

the Indian market. This will  be a win-win situation for both countries.       

 

By entering into the FTA with India, Sri Lanka has been able to promote a 

diverse range of products.  This includes furniture, apparel, MDF boards, 

insulated copper wiring sets and cables, bottle coolers,   glass bottles, rubber 

gloves, rubber tires, ceramic tableware & tiles, cosmetics to name some.  

 

Sri Lanka’s total exports under the Indo Sri Lanka Free Trade Agreement has 

accounted for 16% in 2000, 77% in 2010 and 63% in 2018.  With this data, it 

is evident that Sri Lanka has not utilized the export potential to the maximum 

under this Agreement.   

 

Tariff quotas, minimum price levels, import licensing procedures, labeling 

requirements, sample testing procedures are few to mention that restrict 

market access for export products from Sri Lanka entering the Indian market 

under the FTA.   Those are being addressed with the respective stakeholders 

and organizations of the two countries. Further, Sri Lanka has started 

discussions with Food Safety and Standard Agency of India (FSSAI) to 

recognize a few Sri Lankan conformity assessment laboratories to test Sri 

Lankan food products and issue test reports confirming that they meet Indian 

food safety standards or not. As a result, FSSAI agreed to accredit at least five 
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Sri Lankan laboratories and has already arranged a field visit to audit the 

identified organizations, in 2018. We are optimistic that very soon Sri Lankan 

exporters as well as the Indian importers will have the opportunity to utilize 

the benefits under this arrangement. 

                

It is my firm belief that the time is very opportune to explore and focus on 

ways and means of elevating to a much higher level, our bilateral economic 

and trade relations between Sri Lanka and India. 

 

There have been a number of developments, which have improved the overall 

landscape and strengthened bilateral, economic and trade links.  

 

Negotiations under the proposed Economic and Technology Cooperation 

Agreement (ETCA), which was discussed  by both governments in 2015 to 

draw economic benefits are underway to deepen the current Free Trade 

Agreement.  The focus is to widen the FTA to include services, investment, 

technology and training. This will clearly open up new opportunities for India, 

especifically for the members of FICCI in the manufacturing and exports 

segment,  and other foreign investors who can  locate their operations in Sri 

Lanka, on a preferential basis and  access the large market in India. 

  

So far, eleven rounds of negotiations of ETCA have been successfully 

concluded. Through this proposed Agreement economic “asymmetry” 

between the two countries will be recognized, which is to be addressed 

through provision of appropriate flexibilities.  

 

However, due to the general elections in India, the negotiations of the 

proposed Agreement had to be postponed.  With the reappointment of Prime 
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Minister Narendra Modi, it appears that Sri Lanka side wishes to negotiate on 

it.      

   

We also have a FTA with Pakistan, and recently we concluded a FTA with 

Singapore. Sri Lanka is also negotiating a new comprehensive FTA with China 

and Thailand. Therefore, in principle Sri Lanka is positive to FTAs, and not 

adverse.  

 

With preferential access to these markets, Sri Lanka will be well-placed to act 

as a bridge for Indian investors seeking to penetrate the regional markets on a 

preferential basis. These FTAs with India, Singapore, China and Pakistan will 

give companies located in Sri Lanka preferential access to a market of over 

three billion consumers.  

 

In the past, poor infrastructure facilities in our two countries made it difficult 

to take advantage of geographical proximity due to high transport and 

transaction costs. The ongoing infrastructure improvements and development 

of roads, ports and airports will contribute and facilitate connecting linkages 

for the business sector. 

 

We are undertaking a number of measures to strengthen the investment 

climate. The investment laws are being reviewed and reformed to suit  

modern requirements.   

 

I wish to emphasis that all efforts of our government is to create an economy 

firmly based on foreign and domestic private investment, driven by a dynamic 

and forward looking private sector and our target is to attract much more 

investments in high value products.  In doing so Sri Lanka wishes to gain from 
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transfer of technology. Our highly literate work force is quite competent to  

adjust with any new technological sharing.       

  

India is strong in industry sectors like textiles, Information Technology, agri – 

business and the private sector of the two countries could explore 

collaboration related to investment, technology transfer, value addition 

processes, etc in these sectors.    

  

The Sri Lanka Government took a number of significant steps to stabilize the 

economy and as a result in 2018, we were able to sustain a GDP growth rate of 

3,2% with US$ 88.9 bn and also to maintain the unemployment rate at 4.4% 

and to reduce the budget deficit to 5.3% from 5.5% of GDP in 2017. In 2018, 

Investment as a percentage of GDP stood at 28.6%. Sri Lanka’s exports 

recorded at US$ 11.9 bn while imports recorded at US$ 22.2 bn.   

 

According to the Governor of the Central Bank in Sri Lanka, the Government 

and the Central Bank have initiated steps to create a flexible exchange rate 

regime and forward looking and data driven monetary policy. The Monetary 

Law Act puts in place the flexible exchange regime policy. 

 

The Government is committed in facilitating, protecting and promoting the 

liberal investment climate in Sri Lanka by continuing to re-align the systems 

and procedures to suit the modern business needs and the prospective 

investors are encouraged to take advantage of these untapped investment 

opportunities in the island.  
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We are also committed to raising Sri Lanka’s ease of doing business ranking 

from 110 in 2017 to 70 by 2020. The Government is also establishing a 

National Single Window for trade facilitation.  

 

The New Trade Policy was approved by the Cabinet in July 2017 to stimulate 

growth and job creation by improving the ability of firms to export and to 

compete for the domestic market through a modern, liberal, simple, 

transparent and predictable trade regime. 

 

According to the World Bank’s classification of countries by income levels, 

released on July 1, 2019, Sri Lanka has upgraded to the upper-middle-income 

group for the fiscal year (FY) 2020, and maintains a stable position compared 

to the peer countries in the region. 

 

According to the Sri Lanka government’s policy framework “Vision 2025”, 

which was launched in 2017, to strengthen democracy & reconciliation, 

inclusive & equitable growth while ensuring good governance in the country, 

it is expected to position the country as an export-oriented economic hub at 

the Centre of the Indian Ocean. With the completion of the Port City Project, 

by Chinese investment, Colombo is expected to be the Financial Hub of the 

Region. It may be worthwhile to explore how India business could be 

integrated with other countries who would be involving with the Financial 

Hub.    

 

Under the Colombo Port City project industry members of FICCI could 

explore investment opportunities in the construction industry, IT related 

service sector, logistics, real estate are few to name.    
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The Vision 2025, Sri Lanka aims to raise per capita income to USD 5,000 per 

year, create one million new jobs, increase FDI to USD 5 billion per year, and 

double exports to USD 20 billion per year. These intermediate targets lay the 

foundation for Sri Lanka to achieve a rapid economic growth by 2025.  There 

is every opportunity for Indian trade, industry, investment, financing etc to be 

partners in projects in Sri Lanka   

 

India is among the top five foreign investors in Sri Lanka.  I could name a few 

big players such as, Ashok Leyland, TATA Group, Taj Hotels, Piramal Glass 

Limited, Ultratech Cement, Ambuja Cement, Nilkamal Ltd with having 

presence in the hotel industry, manufacturing etc.  

 

The Western Region Mega Polis Plan, in the area around Colombo, is an urban 

planning, zoning, and development project aimed at creating a planned 

Megapolis in Sri Lanka's Western Province by 2030.  Expectation of 

investment opportunities could create high level of business.  

 

These projects will generate enormous investment opportunities in various 

forms of infrastructure; transport; real estate, both commercial and 

residential, including large-scale affordable housing programs; zones for 

financial and IT-enabled services; logistics, upgrading of ports and airports; 

manufacturing, where a series of industrial zones are being established; and 

training and skills development.   

 

On manufacturing, we would welcome Indian business in developing 

Industrial Zones, automotive components, automobiles; pharmaceuticals and 

engineering which are areas that could offer great potential.  
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Sri Lanka has enormous potential as a tourist destination. Investment 

opportunities are considerable in this sector. Taj and ITC Hotels have invested 

in Sri Lanka in the hospitality sector. India is ranked number one as the source 

highest of tourist arrivals into Sri Lanka.  Expansion of business and 

diversification of tourist business with Ramayana Trail, Meetings, Incentives, 

Conferences  and Exhibitions (MICE), Wedding functions, etc could be easy 

and early business opportunities.   

 

After the terror attack in April this year, travel industry in Sri Lanka was 

affected significantly.  Government took immediate action to restore the 

normalcy in the country and it is reported from the Sri Lanka Tourism data 

that industry is gradually picking up.  

 

For the rapid revival of the travel and tourism industry, the government has 

introduced a series of measures to boost tourism, including lowering airport 

charges, cutting taxes on jet fuel and pushing hotels to offer discounts. Today I 

have been informed by the Government of Sri Lanka that forty five countries 

have been permitted to enjoy relaxed visa facility that includes India too.    

 

In addition to those, Sri Lanka Tourism Promotion Bureau has organized 

series of promotional events in the leading travel markets including India, to 

apprise the travelers that Sri Lanka is safe to travel. Our National Carrier Sri 

Lankan Airlines jointly with the travel and hotel industry in Sri Lanka, 

launched a special tour package in June 2019 for the travelers to Sri Lanka.      

 

In Delhi we had a press conference and a business interactive session during 

the month of June with the presence of the Hon Minister of Tourism from Sri 
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Lanka. Next month Sri Lanka Tourism will participate at the Kolkata Travel 

Fair. In September we are holding a MICE event in Kolkata.   

 

Our Minister of Development Strategies and International Trade, Hon Malik 

Samarawickrama will be in India to hold discussions with Ministers of 

Commerce & Industry, External Affairs and attending an event in Ahmadabad 

organized by the Gujarat Chamber of Commerce & Industry.  

 

We welcome the support from FICCI members representing Outbound Travel 

Industry to regain Sri Lanka’s position in the Indian Outbound Travel 

industry. I am confident that by doing so you will achieve the target of 

550,000 Indian visitors to Sri Lanka set by us, a reality. Please be reminded 

that this will increase your profits because they are your clientele too.      

 

Before I conclude, I should also highlight that India has emerged as the fastest 

growing major economy in the world and is expected to be one of the top 

three economic powers of the world over the next 10-15 years, backed by its 

strong democracy and partnerships. India’s GDP is estimated to have 

increased 7 per cent in 2019-2020 from 6.3 percent in 2018-2019. It is 

reported that India is expected to be become a USD 5 trillion economy by 

2024. 

 

The construction industry is the second largest industry in India after 

agriculture. Especially the infrastructure sector plays and important role in 

the growth and development of Indian economy. It is reported that 

Government is to give a huge impetus for development of infrastructure and 

construction services through focused policies such as open FDI norms, large 

budget allocation to Infrastructure sector. In this context, already Prime 
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Minister Narendra Modi has declared an allocation  of Rs 100 crores for this 

effort.  Sri Lanka sees a vast potential for collaboration through professional 

and contractual skills in this field.      

 

India and Sri Lanka been neighbors, we have so much in common – our 

culture, language ties, religious links which provided a foundation for 

synergies to build  and promote trade and investment links. The potential is 

out there to be tapped which would benefit both countries. I wish FICCI to be 

the bridge between the two country businesses.  

  

Sri Lanka High Commission is prepared to assist and facilitate the potential 

investment proposals of FICCI members.  We look forward to be assistance to 

you.  

  

Thank you. 

 

 

 

 

 

 

 

 

 

 

 

 

 


