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What happened when we 
opened up?  
No theory.  Real Sri Lankan experience
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Telecom: Results of opening up through 
reforms of 1989-2003
Before opening sector to competition 
& foreign investment
• When the enabling law (25 of 

1991) was enacted, there were 

175,000 telephone connections, 

mostly urban & many official

• Massive waiting list for new 

connections despite punitive 

connection charges; poor quality of 

service; bribery & corruption

• International calling out of reach 

for most

Now
• At least one mobile phone in 88.2 

percent of Sri Lankan households 

(2016 HIES); no waiting list

• Most affordable broadband prices 

in the region & perhaps the world

• Enabled exports and employment 

creation

• ~1 billion USD in IT & ITES exports

• E commerce shipments from Sri 

Lanka worldwide have just started
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Mobile broadband plan prices, including affordability 
(cheapest plan with at least 1 GB / month), 2017 South Asia, ITU comparison

41

1.5

2

2015 2016 2017

Pr
ice

 (U
SD

)

~ 50% reduction in price of 
plan & significant increase in 
tax %

Price of plan 
remained the same 
but reduction in tax%



Telecom sector was developed through 
opening up 
• One of the few sectors where Sri Lanka made commitments under 

the General Agreement on Trade in Services (GATS)

• For many years, telecom and IT sectors attracted the largest share of 
foreign investment

• But actual opening up to investment was GATS +
• 100% foreign ownership was permitted, despite there being no commitment 
• Significant numbers of executives & experts permitted to enter Sri Lanka to 

work in the sector, though no opening up of Mode 4 under GATS
• In 1999, during a period of rapid growth, foreigners served as CEOs of six of the seven 

major suppliers 
• Few years later, only one or two foreign CEOs, but still a few at senior levels
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Widely recognized as greatest success in 
economic reform
• Consumers have benefited from lower prices, 

improved quality and choice
• Other sectors, including export sectors, have 

benefited from liberalization of international 
voice and data markets

• Investments have been attracted
• IT and IT Enabled Service exports have been 

enabled
• Revenues to state have been provided > 

World Bank credits obtained to support the 
reform

• SLT is only utility that contributes to 
exchequer, rather than drain it; avoided the 
fate of BSNL of India and BTCL of Bangladesh 
which are losing market share & money 

6https://www.thedailystar.net/business/btcl-posts-record-loss-tk-33644cr-1390447



The evidence is clear; yet 
tremendous resistance to trade 
liberalization
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It’s more than 
Indophobia . . . 
• Despite the qualified 

success of the India-
Lanka Free Trade 
Agreement (first for 
both countries), 
tremendous hostility to 
broadening its scope to 
ETCA to cover services 
(and to fix its flaws)
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Simplistic (and false) arguments that kept 
being repeated despite being refuted
• General argument was that small 

economies cannot win against 
big economies
• Main objections focused on 

services, particularly on 
movement of persons
• Images of thousands of Indians 

responding to job ads in Sri 
Lanka were conjured

• Examples such as Colombo 
Dockyards winning contracts in 
India disregarded
• Government saying no 

commitments Mode 4 would be 
off limits & proponents saying 
service agreements allowed fine-
tuned regulation ignored
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Trade negotiation modalities

Goods trade
• Most Favored Nation
• National Treatment
• One mode of trade
• Tariffs were main focus; then 

non-tariff barriers (NTBs)
• Negative List (unless explicitly 

excluded, all sectors are 
covered)

Services trade
• Most Favored Nation
• National Treatment
• Four modes of trade
• No tariffs; entire focus on NTBs
• Positive List (unless explicitly 

included, a sector is not covered)
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Flexibility in scheduling of service sector 
commitments
• Limitations on the number of service suppliers
• Limitations on the total value of service transactions or assets
• Limitations on the total number of service operations or on the total 

quantity of service output 
• Limitations on the total number of natural persons that may be 

employed in a particular sector or that a service supplier may employ
• Measures which restrict or require specific types of legal entity or join
• Limitations on the participation of foreign capital
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After the fracas over ETCA, government signs 
with the exact opposite of India: Singapore
• Smaller than Sri Lanka
• First-world country with very 

high income levels

• But still massive opposition, 
despite:
• Restrictive provisions for intra-

corporate transferees of Singapore 
companies investing in Sri Lanka 
and vice versa

• Far-fetched claims of Indians 
being brought into Sri Lanka 
because “Placement and Supply 
Services of Personnel (CPC 
87203,87204,87205)” included 
in positive list by Sri Lanka  
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Indophobia is obviously a factor, 
but much more is involved
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Most coherent objection to FTAs is based on 
absolutist conception of national sovereignty
• When shown that BOI-based work-permit rules were in fact more 

liberal than provisions in trade agreements, a leading opponent said 
his objection was not to the rules per se, but to the Sri Lankan state 
being unable to change them unilaterally
• Fundamental challenge to basic rationale for any kind of trade agreement 

(multilateral, plurilateral or bilateral), which is to create certainty for those 
investing or trading across borders

• In a deal-based culture, all actors tend to prefer broad discretion
• Constitutions, checks and balances, international agreements which limit 

discretion are not liked
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Is opposition to opening up simple lack of 
principle?
• Bandula Gunawardene, leading opponent of Singapore FTA while in 

Opposition, ruling out revocation of signed FTAs, when he briefly 
served as International Trade & Investment Promotion Minister in 
November 2018
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Are more fundamental personality traits at 
play?
• Some scholars claim that Brexit

voting patterns were correlated 
with personality traits such as 
openness:
• “The Personality of Brexit Voters: 

Openness predicts best” 
https://www.psychologytoday.com/us/bl
og/one-among-many/201606/the-
personality-brexit-voters

• Why else do Sri Lankans who 
have done well abroad and 
returned still oppose opening up 
when back home?
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Sri Lanka was an open, trading nation, as evidenced by recent findings 
from Mantai (active port in ancient Lanka ~200 BCE-850 CE)

• Eleanor Kingwell-Banham, an archaeobotanist at 
University College London, joined the team to 
study the plant remains sifted from the excavated 
soil. She found an abundance of locally grown rice 
grains, but also more exotic products: charred 
black pepper dating to 600–700 C.E. and a single 
clove from 900–1100 C.E.—an exceptionally rare 
find, because ancient people were very careful 
with their spices . . . . 

• The team also found remains that could link the 
port city to the ancient Mediterranean world—
processed wheat grains dated to 100 to 200 C.E. 
and grape seeds dated to 650 to 800 C.E. Neither 
crop can grow in Sri Lanka’s wet, tropical climate, 
so they had to be imported, possibly from as far as 
Arabia or the Roman world. Kingwell-Banham says 
her team is studying the chemical isotopes 
absorbed by the plants to determine where they 
were grown.

18https://www.sciencemag.org/news/2018/12/ancient-grape-seeds-may-link-sri-lankan-trading-port-roman-world850
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1.3 billion people live around the Bay
of Bengal (taking 50% of India’s and 25% 
of China’s).  Using same ratios, the combined
GDP is USD 4.8 Trillion

When will we be become an open, trading nation again and 
exploit our geopolitical location?


