
ADVANTAGES DISADVANTAGES OF SRI LANKA ENTERING INTO FREE

TRADE AGREEMENTS

Sri Lanka and India signed a bilateral free trade agreement in December ( CBS .. There is a considerable debate over
the benefits of regional trading . (i) per cent removal of tariffs on items upon entry into force of the agreement .. trade, Sri
Lanka is perhaps experiencing a competitive disadvantage.

Today, different types of zones have been established throughout the world especially in developing countries
see Table 1 to stimulate export growth, spearhead industrialisation and achieve development. Engman, M. For
instance it generates foreign earnings, increases employment and the gross national product of the country.
Budgetary Impact on Government The establishment of zones entails the expenditure of huge resources by
government and consequently affects the budget of governments especially in public managed zones. The
Singapore-Sri Lanka FTA came into force on May 1, , and covers: investment, goods, services, trade
facilitation, government procurement, telecommunications, e-commerce, and dispute settlement. Commercial
Service of the U. United Nations, New York. With the protection removed, they have the motivation to
become true global competitors. Increase in national exports and export diversification The establishment of
FTZs can lead to a significant increase in national exports and industrialisation in developing countries.
Keywords: export, free trade zone, industrialisation, development Introduction The export capacity of a
country represents an important pathway to development for several reasons. Most FTZs are now established
to attract both foreign and domestic companies operating in a variety of activities in both industrial and service
sectors. Plotting the goods traded between the two countries under the FTA shows that there is hardly any
deficit between the two countries Figure 2. In an attempt to increase national exports, governments create free
trade zones FTZs to attract foreign investors usually by exploiting their comparative advantage. A number of
major property developments in the works, including Altair and ITC, are spearheaded by Indian financiers. In
Malaysian EPZs, for example, 40 per cent of the workers are female, down from 60 per cent two decades ago.
Moving Forward Sri Lanka should not lament about the trade deficit or the export basket, but move forward
with the rest of the world to gain maximum benefits from FTAs. We cannot let overt nationalism blind us to
the realities. Countries can insist that foreign companies build local factories as part of the agreement. Beyond
trade Cooperation between India and Sri Lanka is not limited to trade agreements. The potential revenues or
cost of operating a zone is dependent on the type of infrastructure and incentives provided by the government
to firms in the zone. Johansson, H. Continue Reading. But, in the long term, global corporations will hire the
cheapest workers wherever they are in the world to make higher profits. Local peoples are uprooted. As such,
the percentage of female workforce decreases as the activities in the zones diversifies away from simple
assembly operations towards more technologically advanced sectors Taylor, ; Madani,  Environmental
Regulations and Labour Law In an attempt to attract foreign companies into their zone, governments of
developing countries tend to relax the regulations in the zones. These can open new markets, increase GDP,
and invite new investments. There was a time when copper was the largest export to India in , likewise
vanaspathi in and areca nuts in  They must then compete with lower-priced domestic knock-offs. Others bring
in their own consultants from the developed countries to monitor emissions Madani  It must be noted that, the
importance of foreign direct investment goes beyond the provision of needed capital financial and machinery
into the economies of developing countries to stimulate industrialisation. To help reduce unemployment and
gain foreign exchange earnings. Foreign Exchange Earnings One of the primary benefits of creating FTZ is the
generation of foreign exchange earnings to enable governments to acquire imports needed for the rest of the
economy Madani,  As reiterated by Engman et al , a frequent reference to EPZs is free trade zones which date
back to the 19th century.


