Asia-Pacific Research
and Training Network on Trade

Improving Import-Export Procedures and
Processes in Sri Lanka

Deshal de Mel

Suwendrani Jayaratne
Dharshani Premaratne

ARTNeT Working Paper Series No. 91/January 2011




ARTNeT Working Paper Series

The ARTNeT Working Paper Series disseminates the findings of work in progress to
encourage the exchange of ideas about trade issues. An objective of the series is to get the
findings out quickly, even if the presentations are less than fully polished. ARTNeT
working papers are available online at www.artnetontrade.org. All material in the working
papers may be freely quoted or reprinted, but acknowledgment is requested, together with a
copy of the publication containing the quotation or reprint. The use of the working papers
for any commercial purpose, including resale, is prohibited.

Asia-Pacific Research and Training Network on Trade (ARTNeT) is an open regional
network of research and academic institutions specializing in international trade policy and
facilitation issues. IDRC, UNCTAD, UNDP, ESCAP and the WTO, as core network
partners, provide substantive and/or financial support to the network. The Trade and
Investment Division of ESCAP, the regional branch of the United Nations for Asia and
the Pacific, provides the Secretariat of the network and a direct regional link to trade
policymakers and other international organizations.

Disclaimer:

The opinion, figures and estimates are the responsibility of the authors and should not be
considered as reflecting the views or carrying the approval of the United Nations,
ARTNeT members, partners or authors” employers.

© ARTNeT 2011

ARTNeT Working Paper Series
No. 91/January 2011



Improving Import-Export Procedures and Processes
in Sr1 Lanka

Deshal de Mel
Suwendrani Jayaratne
Dharshani Premaratne

The summary of the paper was published as De Mel, D., Jayaratne S. and Premaratne D.,
" Improving Import-Export Procedures and Processes in Sri Lanka in ESCAP (2011), Trade
Facilitation in Asia and the Pacific: An Analysis of Import and Export Processes”, ESCAP Studies
on Trade and Investment, No. 71, United Nations, Bangkok

The authors work at the Institute for Policy Studies (IPS) in Colombo, Sti Lanka. This work was carried
out with the aid of a grant from the International Development Research Centre IDRC), Canada, and is
part of an ARTNeT Trade Facilitation Study on Improving Regional Trade Procedures and Process (see
www.artnetontrade.org for details). The technical support of the United Nations Economic and Social
Commission for Asia and the Pacific (ESCAP) is gratefully acknowledged. The authors wish to
particularly thank Yann Duval, Florian Alburo and other advisors in ESCAP team for their valuable
input and comments on the study. The authors would also like to acknowledge the research assistance
from Kasuni Herath and Upekha Karunatunga. This paper also benefited from comments received from
participants during the ARTNeT Trade Facilitation Research Team Meeting on Improving Regional
Trade Procedures and Process and Asia-Pacific Trade Facilitation Forum, held between 4 and 6 October
2010 in Kuala Lumpur, Malaysia. The authors are grateful to the importing/exporting companies
interviewed, for their time and patience in explaining the import/export processes, and would also like
to thank Mr. Sarath Jayatillake, former Director General of the Sti Lanka Customs Department for
reviewing earlier drafts. The opinion figures and estimates are the responsibility of the authors and
should not be considered as reflecting the views or carrying the approval of the United Nations,
ARTNeT or IPS. Any errors are the responsibility of the authors, who can be contacted at

suwendrani@ips.lk, dharshani@ips.lk



mailto:suwendrani@ips.lk
mailto:dharshani@ips.lk

Contents

EXECULIVE SUMMIAIY . .ooiiiiiie ettt sttt e nae e e nnees 6
INEFOAUCTION ...t be e b e 7
1. Trade facilitation in South Asia and Sri Lanka..........ccccccevveiiniviieninnenieninn, 8
2. Export and import processes in Sri Lanka.........cccoccvvvvevieinie i, 10
2.1 Documentation reqUINEMENTS. .......cuveiieiieiie e esiee e siee e 10
3. MELNOA ... e 15
3.1 Products and COUNTIIES. .......eecuverieeiieiieeieesieesieestee e see et e e snee e eneeees 15
3.2 Typical transactions of eXPOrt ProCESSES..........civveiieiiieeiieeseeiee s eee e 19
T R I PRSPPSO 19
3.2.2 RUDDET TYTES .ottt e 19

B 2.3 TOXIIES ..t 20
3.2.4 Reconditioned VENICIES ........coviiieie e 20

3.3 MapPPING OF PrOCESSES ....coveiiriieriieiieesiee ettt es 20
4. BUSINESS ProCESS ANAIYSIS......ccuveiieiiiiiieie e 21
4.1 Export of tea from Sri Lanka to Japan .........ccccvevvviiniiniin e 21
4.2 Export of rubber tyres from Sri Lanka to India...........c.cccooevvevieiiiiiiecnnen, 25
4.3 Reconditioned car imports from Japan...........cccoecvveiieeieesie e 28
4.4 Textile imports from India to Sri Lanka..........cccccvvviiiiiiniin e 31
5. Analysis and CONCIUSIONS .........cooiiiiiiiiice e 35
6. RECOMMENUALIONS......c.vi it re e 38
RETEIENCES ...t 40
N o] 0 1=] o [ Tod -SSP 41



Table 1:
Table 2:
Table 3:
Table 4:
Table 5:
Table 6:
Table 7:
Table 8:
Table 9:
2009

Table 10:
Table 11:
Table 12:
Table 13:
Table 14:
Table 15:
Table 16:
Table 17:
Table 18:
Table 19:

List of Tables

Trade gains from improved trade facilitation (USD millions)

Number of documents and time for export/import processes in Sri Lanka
Logistics Performance Index 2010

Selected products and countries

Used vehicle imports, Jan-Nov 2010

Brand new vehicle imports, Jan-Nov 2010

Tea - Share of exports, 2005-2009

Sri Lanka’s tyre and tube exports to India and the World, 2000-2009

Sri Lanka’s exports of New Pneumatic Tyres of Rubber (HS Code 401120), 2006-

Documents involved in exporting tea and agencies to be visited

Cost of exporting a tea consignment to Japan

Documents involved in exporting rubber tyres and agencies involved in the process
Cost of exporting rubber tyres to India

Documents and agencies involved in the process of importing vehicles from Japan
Cost of importing a vehicle from Japan

Documents and agencies involved in the process of importing textiles from India
Costs of importing textiles from India

Summary of import/export times, costs, document needs and agencies involved
Main differences between the steps followed by the BOIl-approved companies and

those of the non-BOI companies

Table 20

: Public/Private status of the actors involved in the main steps of the import and export

processes

List of Figures

Figure 1: Performance in trading across borders measures by South Asian countries
Figure 2: Time procedure chart of tea exports to Japan

Figure 3: Time procedure chart of tyre exports to India

Figure 4: Time procedure chart of motor vehicle imports from Japan

Figure 5: Time procedure chart of textile imports from India



Executive Summary

An in-depth understanding of trading processes is required in order to identify areas
that create bottlenecks in trade and to take measures to remove such bottlenecks. Towards this
end, this study examines the trading procedures and processes for two export and two import
products of Sri Lanka. The study involves mapping the processes involved in the export of tea
to Japan and tyres to India, and the processes involved in the import of motor vehicles from
Japan and textiles from India, through a business process analysis. This study has attempted to
list all the required documents and all procedural requirements from the point of order to
shipment, and to also estimate the costs of trade for the selected products.

The study found that there are 24 documents involved in exporting tea, 19 documents
required for the export of rubber tyres, 18 documents required for the import of cars and 19
documents required for the import of textiles, while the number of agencies involved ranges
from five to nine. The number of days taken to export tea is 17.06, while 16.9 days are required
to export rubber. To import vehicles and textiles takes 6.4 and 6.05 days, respectively. The
costs range from USD 79 (to import a vehicle) to USD 677 (to import a container of textiles).
Several of these figures differ significantly from the estimates published by the World Bank.

The study found no major differences in terms of the process or time taken by large
companies compared with medium-sized traders, but the study found that Board of Investment
approved companies have some advantage over other countries in terms of the time taken to
trade.

The majority of the companies interviewed for the study have been in business for a
long time and employ Customs House Agents or freight forwarders who are well versed in the
processes. Thus, the traders are accustomed to the processes and have few complaints.
Nevertheless, they identified the need to automate trade procedures as a priority area for
attention, and raised a number of other issues.

From the findings of the study, it is recommended that steps be taken to:

e Take forward the computerization and automation of trade procedures.

Issue the Certificate of Origin (COO) electronically and ensure acceptance by trading
partner countries of the electronic COO.

Open customs clearance during weekends and holidays and remove overtime fees.
Better control the rates charged by shipping lines and freight forwarders.

Develop credit facilities at the ports.

Put all related agencies under one roof.



Introduction

Cumbersome paperwork, delays caused by regulatory agencies and other bureaucratic
red tape hinder trading processes, causing unnecessary delays and costs to traders. Research
has shown that trade facilitation can lower trade costs and in the context of the global
economic crisis there is greater need for reforms in trade practices than ever before.! As Finger
and Schuler (1999) note, although trade facilitation issues “are more difficult to reform than
mere tariff rates, ...[they] are probably becoming more important as tariffs fall and global
supply chains come to dominate production and trade”.?

Researchers, investors and governments use trade facilitation indicators such as the
number of documents and the number of days required for trading as tools for analyses and
comparison. The figures obtained in studies often vary significantly, however, based on the
traded product, the requirements of the trading partners, the country and other factors. For
example, research conducted by the Kasetsart University (2007) found that there are 15 parties
involved in exporting rice from Thailand and 24 documents are required, while in the case of
Sri Lanka there are over 30 parties involved in the import/export process, with traders having
to visit some or all of them depending on the good traded (Wijayasiri and Jayaratne, 2009).

This study carries out a detailed analysis of the trading procedures in Sri Lanka for the
export of tea to Japan and tyres to India, and the procedures involved in the import of vehicles
from Japan and textiles from India. India is the largest trading partner of Sri Lanka in the
region, and Japan is an important trading partner of Sri Lanka outside South Asia. The products
selected for analysis are key to the Sri Lankan economy in terms of economic performance as
well in terms of their impact on development, employment, government revenue and intra-
regional trade. In addition to capturing the different requirements specific to the chosen
products, the study also attempts to analyze the variations between the processes for Board of
Investment (BOI) approved companies and non-BOI companies as well as to perceive any
differences in procedures/processes for large exporters compared with small and medium-sized
enterprise (SME) exporters.

This in-depth analysis at the country-level is expected to provide useful information to
traders, researchers and policy makers to identify any existing bottlenecks, see where previous
changes to the system have been successful and to derive policy recommendations regarding
elements of import/export processes that need improvement.

! Benjamin T. Taylor and John S. Wilson (2009).
2 Finger and Schuler (1999).



1. Trade facilitation in South Asia and Sri Lanka

Trade and transport facilitation has become a vital tool in the process of integrating
markets, and is an important factor in determining levels of trade that take place between
countries and in investment decisions taken by the private sector. Current production methods
and cost-effective strategies (e.g. just-in-time) demand efficient trade and transport facilities to
be in place in both the exporting and importing countries. For instance, trade and transport
facilitation is crucial for the garment industry in the South Asia region because of its heavy
dependence on imports, the short delivery cycles required by higher value market segments
and price competition.

Developing countries are often adversely affected by inefficiencies and delays that
occur as a result of inadequate infrastructure and cumbersome trade procedures, which, if
improved, would improve links with other markets and lead to growth in trade. South Asia is
often perceived to have poor external supply chains. In general, when indicator measurements
are compared, South Asian countries lag behind Singapore, Malaysia and Thailand. Although
trade facilitation in South Asia has improved, with major improvements having been made in
some countries of the region, some countries lag behind.? India and Sri Lanka are the best
performers in the South Asia region. This is reflected by these countries’ competitiveness in
the global market, as indicated in reports such as the Global Competitiveness Report.*

The “Trading Across Borders” measures of the World Bank’s annual “Doing Business
Report” assess the costs, procedures and time taken by countries in trading, and are widely
used as benchmarks for comparison across countries and regions. According to the Doing
Business Report, South Asia’s trading efficiency is relatively poor, with the region demanding
the highest number of export and import documents compared to other regions in the world.
The documentation needs of countries like Singapore, Thailand and Indonesia are significantly
lower, and this can be largely attributed to the automated trading systems that are in place in
these countries.

While all governments in South Asia have initiated reforms and streamlining measures,
including computerized customs clearance, these have been only partially implemented. This is
reflected in the time taken to export and import, with the average time taken to trade with
South Asian countries exceeding the time taken to trade with ASEAN countries by over nine
days.
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