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Socio-economic Progress and
Human Development

•

Sri Lanka now has a workforce that is healthy and has strong basic education, with a
track record of social investments over many decades. Sri Lanka ranks 73 on the
Human Development Index (HDI), on par with Turkey and Georgia, and well ahead
of countries like India (131), Pakistan (147), and China (90).

•

Sri Lanka’s rate of primary education enrollment, mean years of schooling and life
expectancy are on par with advanced economies.

•

Poverty declined from 22.7% to 6.7% between 2002 and 2012/13, unemployment is
low at 4.4%, and per capita has risen from US$ 2744 in 2010 to US$ 3,835 in 2016.
Sri Lanka is set to become an upper-middle income country before the end of this
decade.

•

The country has large gaps in tertiary education and science and engineering skills,
which is both a challenge as well as an opportunity for investors to set up in these
sectors. Yet, foreign investors operating niche medium-scale firms here have
reported that Sri Lanka’s trainable workforce is a key factor in locating here.

•

New specializations are also developing, for example in IT and IT-enabled services.
Sri Lanka boasts having over 5,500 qualified Chartered Accountants, supporting an
emerging Finance and Accounting Outsourcing (FAO) industry.

Sri Lanka is in an enviable location, with close proximity to busy international
shipping routes, and on the doorstep of a growing regional economy
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Location and Logistics

•

Sri Lanka is in an enviable location. The busy East-West shipping route passes just
6 to 10 nautical miles south of the island. More than 60,000 ships ply this route
annually, carrying two-thirds of the world’s oil and half of all container shipments.

•

Sri Lanka is also at the doorstep of a dynamic market – India. Already, 75% of
Colombo port volumes are transshipments from India.

•

The logistics and transport services sector is an important sub-sector of the
economy and is set to experience significant growth on account of Sri Lanka’s
strategic location. It currently accounts for 11% of GDP and 20% of the total
services sector.

•

Year-on-year growth in this sector has been above overall GDP growth, and,
between 2010 and 2015, the sector expanded by 40%. Over the last five years,
the sector’s contribution to growth has averaged around 12%.

•

Within Sri Lanka’s services exports, transport services — that is shipping, aviation,
and related activities — amount to 35% of total services exports. Sri Lanka’s 35%
share of transport services puts it ahead of Vietnam (around 20%), Thailand
(10%), and Malaysia (12%).
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Reform Orientation Towards Exports and FDI

•

The government has embarked on a series of initiatives to re-orient the economy more
strongly towards exports and foreign direct investment. A new Ministry of Development
Strategies and International Trade set up in 2015 drives this agenda, with a private sector
advisory council. A Taskforce on Exports and FDI was recently set up to fast-track initiatives.

•

In recent years, trade has slipped, falling from 77% of GDP in 2000 to 37% by 2016. The
new initiatives are aimed at reversing this. A new ‘National Export Strategy’ is being
formulated, with a vision to make Sri Lanka an ‘export hub driven by innovation and
investment’.

•

The regaining of the GSP+ trade concession to the European Union will give exports a
boost. Exporters from Sri Lanka now have duty free access on over 6,000 tariff lines ranging
from apparels, toys, seafood, fresh and processed fruit and vegetable, and tableware. The
Rules of Origin allows for regional and cross-regional cumulation.

•

Sri Lanka is in the process of forging comprehensive trade and investment agreements with
India, China, and Singapore. Once these agreements are concluded, Sri Lanka will have
free trade agreements with four countries that account for 39% of the world population.
Trade agreements with Thailand, Vietnam, Japan and Bangladesh are also on the cards.

•

Meanwhile, macroeconomic stability - with a strong focus on fiscal consolidation - is being
pursued, under an International Monetary Fund programme to reign in the budget deficit,
modernize and improve tax collection, and bolster foreign reserves.

From exporting impact sensors to Japan, boats to Norway, and seaweed to Japan, Sri
Lankan businesses are going global and are competitive in a growing range of niches
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Competitiveness in New Sectors

•

You may know Sri Lanka for its exports of the world’s best tea (and this year
Ceylon Tea celebrates 150 years!), but there’s a lot more going on in the
economy today. From exporting impact sensors to Japan, boats to Norway, and
seaweed to Japan, Sri Lankan businesses are going global and are competitive in
a growing range of niches.

•

On the most notable features of the country’s (still nascent) export diversification
has been the IT services industry. Whether it is the Moody’s Analytics financial
services KPO operation or the HSBC Global Service Centre BPO operation, Sri
Lanka has carved a niche for high-end outsourcing. Many large global businesses
run software developed by IT firms here (Sri Lankan and JVs), like the London
Stock Exchange, Citibank, Macys, and Emirates.

•

Export revenue of this sector grew from US$ 166 million in 2006 to top US$ 860
million in 2016.

•

Even in the mature export industries like apparels, tea, rubber, coconut, and
spices and herbs, new niches have emerged like high-performance sports wear
(apparels), extracts and concentrates for beverage and pharma (tea), solid tyres,
surgical, and industrial gloves (rubber), activated carbon or carbon black
(coconut), and essential oils and nutraceuticals (spices and herbs).
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Large Projects with Big Business Potential

•

The Western Province is earmarked for a large development project called the
‘Megapolis Project’ that includes new agro processing and industrial zones,
logistics and warehousing facilities, transport hubs, mixed real estate
development, and urban utilities.

•

The government estimates that US$ 44 Billion in new investment is needed, and
much of this would come from private investment. Already, several projects
have been put out for tender. Soon, many of these will open up for investment
under a PPP model.

•

Part of the transformation of the capital Colombo is the landmark ‘Port City’
project, which is creating a 269 Hectare new Central Business District, with
commercial and retail space, residential property, and a yacht marina.
Eventually, the Colombo International Financial Centre will be established here
under a ‘free zone’ concept (i.e., special laws and regulations).

•

Meanwhile, in the South of the country, the port-airport-industrial zone nexus in
Hambantota offers a host of new business opportunities together with Chinese
JV partners. The China Merchant Port Corporation and the China Harbour
Engineering Corporation are taking the lead in this development under a PPP
project worth over US$ 1.3 Bn in FDI, and will likely generate a range of
activities for foreign and domestic investors.

