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Disclaimer

The findings, interpretations and conclusions expressed do not necessarily reflect the views of Board of Directors 
and Members of the Pakistan Business Council or the companies they represent.

Any conclusions and analysis based on the data from ITC Trade Map, Federal Board of Revenue, Pakistan Bureau 
of Statistics, the World Bank, International Monetary Funds, Statista, World Population Review, Pakistan Ministry 
of Commerce, World Trade Organization and the State Bank of Pakistan are the responsibility of author(s) and 
do not necessarily reflect the opinion of these agencies. Although every effort has been made to cross-check 
and verify the authenticity of the data, the Pakistan Business Council, or the author(s), do not guarantee the 
data included in this work. All data and statistics used are correct as of 20th Augusut 2021 and may be subject 
to change.

For any queries or feedback regarding this report, please contact samir@pbc.org.pk or hasan@pbc.org.pk 
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The Pakistan Business Counci l : An Overview
The Pakistan Business Council (PBC) is a business policy advocacy platform, established in 2005 by 14 (now 
87) of Pakistan’s largest private-sector businesses and conglomerates, including multinationals. PBC businesses 
cover nearly all sectors of the formal economy. It is a professionally-run organization headed by a full-time chief 
executive officer.

The PBC is a not-for-profit entity, registered under Section 42 of the Companies Ordinance 1984. Though it 
is not required under the law to do so, the PBC follows to the greatest extent possible, the Code of Corporate 
Governance as applicable to listed companies.

The PBC is a pan-industry advocacy group. It is not a trade body nor does it advocate for any specific business 
sector. Rather, its key advocacy thrust is on easing barriers to allow Pakistani businesses to compete in regional 
and global arenas. The PBC conducts research and holds conferences and seminars to facilitate the flow of 
relevant information to all stakeholders in order to help create an informed view on the major issues faced by 
Pakistan.

The PBC works closely with the relevant government departments, ministries, regulators and institutions, as 
well as other stakeholders including professional bodies, to develop consensus on major issues which impact 
the conduct of business in and from Pakistan. The PBC has submitted key position papers and recommendations 
to the government on legislation and other government policies affecting businesses. It also serves on various 
taskforces and committees of the Government of Pakistan as well as those of the State Bank, SECP and other 
regulators with the objective to provide policy assistance on new initiatives and reforms.
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The PBC's Founding Objectives

The major objectives of the PBC as stated in its founding documents are:

 � To provide for the formation and exchange of views on any question connected with the conduct of business 
in and from Pakistan.

 � To conduct, organize, set up, administer and manage campaigns, surveys, focus groups, workshops, seminars 
and field works for carrying out research and raising awareness in regard to matters affecting businesses in 
Pakistan.

 � To acquire, collect, compile, analyze, publish and provide statistics, data analysis and other information 
relating to businesses of any kind, nature or description and on opportunities for such businesses within and 
outside Pakistan.

 � To promote and facilitate the integration of businesses in Pakistan into the World economy and to encourage 
in the development and growth of Pakistani multinationals.

 � To interact with governments in the economic development of Pakistan and to facilitate, foster and further 
the economic, social and human resource development of Pakistan.

The PBC is a Section 42 not-for-profit Company Limited by Guarantee. Its working is overseen by a Board  
of Directors. More information on the PBC, its members, and its workings, can be found on its website:  
www.pbc.org.pk
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Executive Summary 
Sri Lanka is a lower-middle income economy located in South Asia and shares maritime borders with the Maldives 
and India. The country has an area of 65,610 square kilometers and Colombo is the capital and the largest city 
by population.

Pakistan, like Sri Lanka, is also a lower-middle income economy and located in South Asia. Pakistan is the 33rd 
largest country in the world with an area of 881,913 square kilometers and Islamabad is the capital. 

Pakistan’s population is 10 times that of Sri Lanka. The GDP of Pakistan is thrice the GDP of Sri Lanka while its 
GDP per capita is a third of the GDP per capita of Sri Lanka implying a lower standard of living in Pakistan as 
compared to Sri Lanka. 

Pakistan and Sri Lanka have always been reliable allies of each other with historical relations. Since gaining 
independence from the British, the two countries have enjoyed a conflict-free and comparatively stable 
relationship. 

Free Trade Agreement (FTA) between Pakistan and Sri Lanka is effective since June 12, 2005. The two countries 
agreed to offer preferential market access to each other’s exports by granting tariff concessions when the FTA 
was originally signed. Pakistan implemented its final phasing out commitments in March 2009 while Sri Lanka 
completed its phasing out commitments in November 2010. 

Pakistan currently offers a margin of preference ranging from 20.0 percent to 50.0 percent on 47 tariff lines to 
Sri Lanka under PSLFTA. Pakistan also offers a margin of preference ranging from 35.0 percent to 100.0 percent 
on 30 tariff lines for the respective in-quota values per each financial year to Sri Lanka under the PSLFTA. 
Pakistan’s exclusion list currently has 1011 tariff lines under PSLFTA. 

Pakistan has duty-free access for exporting ‘Long Grain Rice (Basmati)’ (HS-10063010) and ‘Potatoes …’ (HS-
07011000) to Sri Lanka for the respective in-quota values per year under PSLFTA. Pakistan enjoys a preferential 
treatment for exporting rest of the tariff lines to Sri Lanka under PSLFTA except for the ones included in the 
exclusion list of Sri Lanka.

Pakistan is among the top 10 import partners of Sri Lanka while the country is the 26th largest export partner of 
Sri Lanka.  

Pakistan’s exports to Sri Lanka increased from US$ 153.7 Million to US$ 253.7 Million and its imports from Sri 
Lanka increased from US$ 59.2 Million to US$ 71.2 Million in the 2005-2020 period. This has led to an increase 
in Pakistan’s trade surplus with Sri Lanka from US$ 94.5 Million to US$ 182.5 Million for the said period.

Pakistan mostly exports ‘Cement …’ (HS-2523), ‘Onions …’ (HS-070310), textiles, ‘Potatoes …’ (HS-070190), 
‘Pharmaceutical products’ (HS-30) and ‘Milled rice …’ (HS-100630) etc. to Sri Lanka. Pakistan’s exports of 
Textiles, ‘Medicaments …’ (HS-300439), ‘Disodium carbonate’ (HS-283620) and ‘Float glass …’ (HS-700529) to 
Sri Lanka have experienced the highest growth rates since the implementation of PSLFTA. 

Pakistan mostly imports ‘Vegetable products n.e.s’ (HS-140490), ‘Vessels …’ (HS-890800), ‘Rubber …’ (HS-40), 
‘Medium Density Fiberboards …’ (HS-441114) and ‘Coconut’ (HS-080111 and HS-080112) etc. from Sri Lanka. 
Pakistan’s imports of ‘Beauty or make-up preparations …’ (HS-330499), ‘Rubber …’ (HS-40), ‘Plugs and sockets …’ 
(HS-853669) and ‘Textured filament yarn …’ (HS-540233) from Sri Lanka have experienced the highest growth 
rates since the implementation of the PSLFTA.  
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Pakistan’s export potential for the top 25 potential export products to Sri Lanka at HS-06 level was US$ 862.8 
Million while the actual exports for these 25 high potential products was only US$ 116.7 Million in 2020. Nine 
of the top 25 potential export products of Pakistan to Sri Lanka at HS-06 level belonged to the commodity group 
‘TEXTILES AND TEXTILE ARTICLES’ in 2020. Pakistan’s cumulative exports of this Group to Sri Lanka were 
worth US$ 17.1 Million while the cumulative export potential for these same products was US$ 204.1 Million 
in 2020.  

Sri Lanka’s export potential for the top 25 potential export products to Pakistan at HS-06 level was US$ 1.1 
Billion while the actual exports for these 25 high potential products was only US$ 6.1 Million in 2020. Sri Lanka 
had an export potential of US$ 572.1 Million for exporting ‘Black fermented tea …’ (HS-090240) to Pakistan 
while the actual exports were only US$ 544,000/- in 2020.  

Pakistan’s exports complement 27.9 percent of Sri Lanka’s imports while Sri Lanka’s exports complement 24.2 
percent of Pakistan’s imports. 

There are various issues hindering trade between Pakistan and Sri Lanka under the FTA. There is a general lack of 
awareness regarding the FTA itself and its benefits. Sri Lanka is generally considered a very small market among 
Pakistan’s business community. There is an issue of delay in granting business visas particularly on the Sri Lankan 
side. Sri Lanka currently faces a foreign exchange crunch which is responsible for delays in payments. Sri Lanka’s 
imports from Pakistan face NTB hurdles including those relating to regulatory clearances and the time taken in 
product registrations, some of which can take up to a year.   

Trade disputes are a major and frequent issue because most traders in both countries prefer not to use banking 
channels and therefore, informal trade also exists between the two countries. 

Once the FTA was signed, no additional taxes should have been applied or removed on any product without 
mutual agreement of both parties. However, this is happening on both sides. Furthermore, non-tariff barriers 
are also hindering the trade between Pakistan and Sri Lanka since 2020 including import-substitution as a policy 
measure in Sri Lanka. 

Issues faced by Pakistani companies who export ‘Pharmaceutical products’ (HS-30) to Sri Lanka include limited 
registrations of dossiers and a lack of international certifications.  

Pakistani authorities do not issue import permits for importing agricultural products from Sri Lanka. On the 
Pakistani side, exports of agricultural products at times lack proper globally acceptable certifications.  

Trade in textiles between the two countries is difficult to increase primarily due to a difference in design 
preferences.        

There is a limited availability of shipping containers which has increased the cost of transportation. 

Recommendations for increasing trade under PSLFTA and improving logistics have also been included in the last 
chapter of this report.        
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INTRODUCTION



Third Review of the Pakistan-Sri Lanka Free Trade Agreement 04

Sri Lanka - Background and Trade Dynamics 
Sri Lanka is a lower-middle income economy located in South Asia and the country shares maritime borders with 
the Maldives and India. The country has an area of 65,610 square kilometers and Colombo is the capital and the 
largest city by population. 

Ceylon was granted independence as the Dominion of Ceylon on 4 February 1948. Dominion of Ceylon was 
renamed the Republic of Sri Lanka on 22 May 1972.   

The rise of China as an economic power and the growth of India are two key factors affecting maritime trade 
through the Indian Ocean which accounts for the movement of 70.0 percent of the world’s oil, 50.0 percent of 
its shipping containers and 35.0 percent of global bulk cargo. 

Due to Sri Lanka’s strategic location in the Indian Ocean along sea trade routes and its many bays and anchorages 
with sufficient facilities for sailing ships, the country has historically been a center of transit trade. Traders from 
southern, western and north-eastern regions of the Indian Ocean, as well as the Arab world and south east Asian 
countries have historically carried out trading activities through Sri Lanka. 

Port project developments are an important feature of the Chinese One-Belt-One-Road (OBOR) Initiative. The 
Port of Colombo has emerged as South Asia’s main hub port. The world’s top 20 shipping lines call on the port 
of Colombo and play a huge role in Global trade as these shipping lines handle 87.0 percent of global shipping. 
Other advantages for the Port of Colombo, in addition to its location in the Indian Ocean, are its extremely 
competitive logistics costs, strong and continuous air connectivity and reliable and effective telecom and IT 
connectivity. The Port of Colombo ranks 28th among the top 50 ports of the world according to the world 
shipping council ranking.  

Sri Lanka entered the global multilateral level trade forum in 1948 as one of the 23 founding members of the 
General Agreement on Tariff and Trade (GATT) which was later replaced by the World Trade Organization (WTO) 
agreement in 1995.

In 1975, Sri Lanka entered into its first regional trade agreement, the Bangkok Agreement, linking the country 
to China and South-Korea among other countries in the Asia Pacific Region. The agreement was renamed as the 
Asia Pacific Trade Agreement (APTA) in 2005.

Sri Lanka also joined the South Asian Preferential Trading Arrangement (SAPTA) in 1995 and the South Asian 
Free Trade Agreement (SAFTA) in 2006. 

Sri Lanka was an open economy at the time of independence, however, with a tariff preference for products 
of the British Empire. The country immediately after independence continued to depend on exports of tea, 
rubber and coconuts and imports of rice, sugar, fertilizer and investment goods. Making use of its fertile land, 
supportive infrastructure and foreign entrepreneurship, the plantation sector of Sri-Lanka performed well and 
agricultural goods contributed to 90.0 percent of the country’s global exports. On the other hand, manufacturing 
was unappealing due to the small domestic market and the increased competition in potential export markets 
from traditional suppliers. Though, Sri Lanka still had a global trade surplus for eight years after independence.  

Sri Lanka maintained a neutral trade regime till 1957 after which the country implemented a policy of import 
substitution. GDP growth was on an average 5.0 percent due to strong performance in agricultural exports and 
export duties were a major source of government earnings for the 1948-1960 period.  

Sri Lanka’s economy altered its trade dynamics in the 1960s by implementing a restrictive trade regime in order 
to counter balance of payments difficulties. Tariff structure and quantitative restrictions implemented by Sri 



Third Review of the Pakistan-Sri Lanka Free Trade Agreement 05

Lanka during the period were in favor of final goods and against intermediate goods leading to a shortage of 
necessary products like food and medicine. By 1962, all imports except foodstuffs, petroleum, fuel, fertilizer and 
pharmaceuticals had a license requirement. Tariff rates on imports ranged from 10.0 to 500.0 percent depending 
on competition with domestic import substitutes.

A failed attempt at trade liberalization was made in 1965 with the devaluation of the currency. In 1968, a dual 
exchange rate system was implemented which also failed to solve the problem of balance of payments and 
hence, the economy returned to being under a rigid control system for most of the 1970s. There was also a 
general shortage of foreign exchange in the period of rigid controls.  

A rigidly controlled economy does not flourish in most cases and the Sri-Lankan economy was no different. A 
renewed attempt at liberalization was made in 1977, using the examples of newly industrialized economies. 
The trade liberalization package included placing a large amount of import trade under general licensing, 
amalgamating the dual exchange rates, implementing a free exchange rate regime, relaxing exchange controls, 
eliminating many of the price controls, rationalizing the tariff structure, encouraging foreign investment and 
allowing the return of profits to the country of origin. These policies started a revival of the manufacturing sector 
led by the private sector. Industrial policy aimed at export-oriented industrialization and foreign investment was 
encouraged. In 1978, the first Export Processing Zone (EPZ) was established in Katunayake. In 1979, Export 
Development Board was set up to promote exports.  

During the 1980s, Sri Lanka’s export competitiveness declined due to huge public investments which led to an 
escalating budget deficit and inflation. One of the main reasons for this was an increase in imports of investment 
goods and an appreciated nominal exchange rate caused by the enormous private and public capital inflows that 
accompanied trade liberalization. Nevertheless, the Government continued to encourage export orientation of 
industries by slowly removing export licensing requirements and export duties in the 1988-1994 period. The 
government also established more EPZs, offered financial assistance and duty refunds to small and large-scale 
exporters while working on diversifying exports.  

Sri Lanka’s exports and imports both declined during the global financial crisis of 2007-08 but trade recovered 
to normal levels in 2010. 

By 2010, Industrial exports contributed 71.0 percent of total exports where more than 50.0 percent were 
comprised of apparel exports. While the share of agricultural exports declined over the years to 27.0 percent in 
2010, earnings from tea exports accounted for 17.0 percent of total exports and exports of tea continued to play 
a significant role due to its superior quality. On the other hand, the relative share of consumer and investment 
goods in imports declined over the years and the share of intermediate goods increased with growth driven 
primarily by petroleum products.

By 2019, Sri Lanka ranked 84th in merchandise exports globally while the country ranked 76th in imports1. 
Furthermore, the country ranked 99th out of 190 economies in Doing Business (DB) in 20202. 

Sri Lanka ranked 84th in the Global Competitiveness Index3 (GCI) in 2019 and 94th on the Logistics Performance 
Index4 (LPI) in 2018.

There is a currently an import ban on non-essential goods like vehicles and plastics due to Covid-19 in Sri Lanka. 

1  https://www.wto.org/english/res_e/statis_e/daily_update_e/trade_profiles/LK_e.pdf

2  https://www.doingbusiness.org/content/dam/doingBusiness/country/s/sri-lanka/LKA.pdf

3  https://countryeconomy.com/government/global-competitiveness-index/sri-lanka

4  https://lpi.worldbank.org/international/scorecard/radar/254/C/LKA/2018#chartarea
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Pakistan - Background and Trade Dynamics
Pakistan, like Sri Lanka, is also a lower-middle income economy and located in South Asia. Pakistan shares a 
border with India on the East and a border with China in the North-East. Pakistan also shares a border with Iran 
on the South-West while it has a border with Afghanistan on the Northern and Western edges. Pakistan is the 
33rd largest country in the world with an area of 881,913 square kilometers and Islamabad is the capital. 

From the 1960s onwards, the structure of Pakistani exports changed from raw materials to manufactured goods. 
Major imports have conventionally been fuels and fuel products, capital goods consisting of manufacturing 
machineries and equipment, automobiles and auto parts, electrical goods, agricultural equipment and inputs 
such as fertilizers, including phosphate, potassium, sulfur, pesticides and insecticides along with medicines and 
medical equipment. Pakistan’s main spending on imports has been for fossil fuels from Saudi Arabia. 

In 2019, Pakistan ranked 68th in merchandise exports globally while the country ranked 52nd in merchandise 
imports5. Furthermore, the country ranked 108th in Doing Business (DB) in 20206.

Pakistan ranked 110th in the Global Competitiveness Index7 (GCI) in 2019 and 122nd on the Logistics Performance 
Index8 (LPI) in 2018.

Pakistan is also a signatory to trade blocs and international organizations such as SAARC and WTO. 

Pakistan-Sri Lanka Socio-Economic Overview

A comparison of the economic profiles of Pakistan and Sri Lanka is shown in the table below.  

Table 1: Pakistan and Sri Lanka - Socioeconomic Overview (2018-2020)

Economic Indicators
Pakistan Sri Lanka

2018 2019 2020 2018 2019 2020

Population9 (Millions) 212.2 216.6 220.9 21.7 21.8 21.9

GDP9 (Current US$, Billions) 314.6 278.2 263.7 88.0 84.0 80.7

GDP Per Capita9 (Current US$) 1,482.2 1,284.7 1,193.7 4,058.8 3,851.6 3,682.0

GDP Growth9 (%) 5.8 1.0 0.5 3.3 2.3 -3.6

Inflation9 (%) 2.5 8.6 9.3 3.8 2.7 3.4

Real Interest Rate9 (%) 5.9 3.3 1.3 7.4 8.3 -10 

FDI, net inflows9 (Current US$, Millions) 1,737.0 2,234.0 -10 1,614.0 758.2 -10

Current Account Balance9 (US$, Millions) -18,859.0 -8,558.0 245.0 -2,799.0 -1,808.0 -10

Trade Balance11 (US$, Billions) -36.6 -26.3 -23.5 - -7.5 -4.9

Pakistan’s population is 10 times that of Sri Lanka. The GDP of Pakistan is thrice the GDP of Sri Lanka while its 
GDP per capita is a third of the GDP per capita of Sri Lanka implying a lower standard of living in Pakistan when 
compared to Sri Lanka. 

5 https://www.wto.org/english/res_e/statis_e/daily_update_e/trade_profiles/PK_e.pdf

6 https://www.doingbusiness.org/content/dam/doingBusiness/country/p/pakistan/PAK.pdf

7 https://countryeconomy.com/government/global-competitiveness-index/pakistan

8 https://lpi.worldbank.org/international/scorecard/radar/254/C/PAK/2018#chartarea

9 Source: World Bank

10 More current data is not available.

11 Source: International Trade Center – Trade Map
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In 2020, GDP growth in Pakistan was 0.5 percent while the GDP fell by 3.6 percent in Sri Lanka amid the 
Covid-19 pandemic. Pakistan’s trade deficit with the world was US$ 23.5 Billion whereas for Sri Lanka it was 
US$ 4.9 Billion in 2020.  

Inflation in Pakistan was 9.3 percent while it was 3.4 percent in Sri Lanka in 2020. 

In 2019, FDI in Pakistan was worth US$ 2.2 Billion while its value for Sri Lanka was US$ 758.2 Million.  

Pakistan-Sri Lanka Relationship

Despite geographical and religious hurdles, Pakistan and Sri Lanka have always been reliable allies of each other 
with historical relations. 

The contemporary dynamics of shifting of power-centers puts much attention of the global community on Asia. 
With the strategic location of Sri Lanka, as the East-West Sea corridor link, and Pakistan, as the channel for world 
economies through CPEC, both countries are positioned to become international trading hubs.  

The neutral role played by Sri Lanka between India and Pakistan during times of crisis has been essential in 
maintaining the subtle balance of peace and regional stability in South Asia. 

Pakistan and Sri Lanka have historically enjoyed a conflict-free and comparatively stable relationship12. While 
their cultural associations and diplomatic collaboration in multilateral forums had originally strengthened their 
bilateral relations, their economic and defense partnerships have further strengthened their relations since the 
start of the 21st century. 

Pakistan-Sri Lanka Free Trade Agreement (PSLFTA)

The Original Free Trade Agreement (FTA)

A Free Trade Agreement (FTA) between Pakistan and Sri Lanka is effective since June 12, 2005. The two countries 
under this agreement had agreed to offer preferential market access to each other’s exports by granting tariff 
concessions. Sri Lanka gained duty free market access for 206 goods in the Pakistani market including tea, 
rubber and coconut and Pakistan got duty free access for 102 goods in the Sri Lankan market including oranges, 
basmati rice and engineering goods. Pakistan’s exclusion list included 540 items at HS-06 level while Sri Lanka’s 
exclusion list included 697 items.  

Pakistan implemented its final phasing out commitments in March 2009 by offering duty free access on over 
4,500 products while Sri Lanka completed its phasing out commitments in November 2010. This phasing out of 
tariffs was implemented for products not mentioned in the exclusion list. 

Pakistan implemented its phasing out of tariffs by way of allowing not less than 34.0 percent MOP on MFN rates 
upon entry into force, not less than 67.0 percent MOP on MFN rates and 100.0 percent MOP on MFN rates by 
the end of the 2nd year and 3rd year.    

12  https://southasianvoices.org/reviewing-pakistan-sri-lanka-relations/
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Sri Lanka implemented its phasing out of tariffs by way of allowing not less than 20.0 percent MOP on MFN 
rates upon entry into force, not less than 30.0 percent MOP on MFN rates by the end of the 1st year, not less 
than 40.0 percent MOP on MFN rates by the end of the 2nd year, not less than 60.0 percent MOP on MFN rates 
by the end of the 3rd year, not less than 80.0 percent MOP on MFN rates by the end of the 4th year and 100.0 
percent MOP on MFN rates by the end of the 5th year of coming into force of the PSLFTA.     

The table below shows concessions offered under the original PSLFTA.  

Table 2: Concessions under PSLFTA

Concession List Concession under PSLFTA Time Period
Number of Covered Tariff 

Lines

Pakistan Sri Lanka

100% Immediate Concession List 100% Upon entering into force 206 102

MOP13 List 20% MOP Upon entering into force 5 -

Exclusion List
Not Subject to  
the Terms and 

 Conditions of the FTA
- 540 697

TRQ14 List
35% MOP for in-quota value Applied MFN when 

yearly quota expires

22 -

0% for in-quota value 4 2

Source: Ministry of Commerce, Pakistan 

Sri Lanka also received a 20.0 percent Margin of Preference (MOP) on applied Most Favored Nation (MFN) 
tariff rates for exporting ‘Ceramic tiles …’ (HS-690710 and HS-690810), ‘Tableware and kitchenware …’ (HS-
691110 and HS-691190) and ‘Other ceramic articles …’ (HS-691410) to Pakistan under the FTA. Furthermore, 
the country also enjoyed 35.0 percent MOP on its export of 22 products including ‘Betel leaves’ (HS-14049020) 
and products under ‘Articles of Apparel …’ (HS-61 and HS-62) to Pakistan for the respective in-quota values for 
each financial year under the FTA.  

Pakistan enjoyed duty free access for exporting ‘Long Grain Rice (Basmati)’ (HS-1006) to Sri Lanka for in-quota 
value of 6,000 Metric Tons per year from January to December under the FTA. The country also exported 
‘Potatoes’ (HS-0701) to Sri Lanka free of duty for in-quota value of 1,000 Metric Tons per year, two-thirds of 
which could be exported during the June-July period while a third in October-November period, under the FTA.

On the other hand, Sri Lanka received duty-free access for exporting ‘Tea …’ (HS-090210, HS-090220, HS-
090230 and HS-090240) to Pakistan for in-quota value of 10,000 Metric Tons for each financial year under the 
FTA. 

The exclusion list of Pakistan did not include two specific tariff lines under ‘Mattresses; of other materials, not 
cellular rubber or plastics’ (HS- 94042901 and HS- 94042902).

The Current Scenario

Pakistan and Sri Lanka offer concessions to each other on a number of products and there have been several 
rounds of negotiations up until now concerning the said concessions. 

Pakistan and Sri Lanka are both a part of SAFTA and have provided exclusion lists for the said agreement as well. 
Sri Lanka’s revised exclusion list under phase II of SAFTA at HS-06 level has 963 items while Pakistan’s revised 
exclusion list has 936 items. All SAFTA members enjoy preferential treatment for exporting to Pakistan and Sri 
Lanka with the exception of products mentioned in the exclusion lists of Pakistan and Sri Lanka, respectively.    

13 Margin of Preference: the absolute difference between the most-favored-nation (MFN) rate of duty and the preferential rate of duty.

14 Tariff Rate Quota: allows a pre-determined quantity of a product to be imported at lower import duty rates (in-quota duty) than the duty rate 
normally available for that product.
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The table below shows the concessions offered by Pakistan to Sri Lanka under PSLFTA at HS-08 level according 
to SRO 575(I)/2017 and SR0 683(I)/2019. Sri Lanka has a duty-free access for exporting rest of the tariff lines 
to Pakistan under PSLFTA.     

Table 3: Concessions Currently Offered by Pakistan under PSLFTA

Concession List Concession under PSLFTA Number of Tariff Lines Offered by Pakistan

MOP List
50% MOP 19

20% MOP 28

TRQ List
100% 6

35% MOP 24

Exclusion List Not Subject to the Terms and Conditions of the FTA 1011

Source: Federal Board of Revenue (FBR) 
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Sri Lanka's Trade Agreements
Sri Lanka has signed Free Trade Agreements (FTA) with India, Pakistan and Singapore. The country is also currently 
negotiating an FTA with China. Sri Lanka is also a part of the South Asian Free Trade Agreement (SAFTA) and 
Asia-Pacific Trade Agreement (APTA).  

The FTAs with India and Pakistan encompass trade in goods only. The agreements offer duty-free access as well 
as duty preferences for manufactured and agricultural goods.  

The Singapore-Sri Lanka FTA encompasses investment, goods, services, trade facilitation, government 
procurement, telecommunications, e-commerce, and dispute settlement. Sri Lanka has removed customs duties 
on 50.0 percent of tariff lines, including tariff lines already with zero duty, which will gradually rise to 80.0 
percent of the tariff lines over a period of fourteen years. The country will neither decrease nor remove duties 
on rest of the tariff lines. 

The table below lists Sri Lanka’s bilateral FTAs along with the country’s trade balance during the year of 
implementation as well as the trade balance in 2020. 

Table 4: Sri Lanka’s Bilateral FTAs

Name of Agreement Year of Implementation

Sri-Lanka’s Trade Balance During

Year of Implementation  
(US$, Thousands)

2020 
(US$, Thousands)

India-Sri Lanka Free Trade Agreement (ISLFTA) 2000  -534,333.48 -2,402,109.75

Pakistan-Sri Lanka Free Trade Agreement (PSLFTA) 2005 -72,535.72  -250,216.36

Singapore-Sri Lanka Free Trade Agreement (SSLFTA) 2018  -15 -525,877.45

Source: World Integrated Trade Solution (WITS)  

As can be seen from the table above, Sri Lanka’s trade balance with India has worsened since the year of 
implementation of the FTA. The trade deficit of Sri Lanka with India increased from US$ 534.3 Million to US$ 
2.4 Billion for the 2000-2020 period. This is because Sri Lanka imports ‘Medicaments …’ (HS-300490), ‘Cane or 
beet sugar …’ (HS-170199), ‘Medium oils …’ (HS-271019) and ‘Semi-finished products of iron or non-alloy steel 
…’ (HS-720711) from India in great quantities. 

Sri Lanka’s trade balance with Pakistan has also worsened since the year of implementation of the FTA. The 
trade deficit of Sri Lanka with Pakistan increased from US$ 72.5 Million to US$ 250.2 Million for the 2005-2020 
period. This is because Sri Lanka’s exports to Pakistan roughly doubled while its imports from Pakistan roughly 
tripled in this period.

Sri Lanka has conventionally had a trade deficit with Singapore. The trade deficit between the two countries had 
touched the US$ 1.0 Billion mark by 2007 and it remained more or less stagnant till 2017. After the signing of 
the FTA, the trade deficit was seen to fall to US$ 525.9 Million by 2020. It should be noted that the decrease in 
trade deficit in 2020 could be attributed to the decreased maritime trade owing to the covid-19 pandemic16. The 
major reason for the consistent trade deficit is that Sri Lanka imports ‘Medium Oils …’ (HS-271019) and ‘Light 
oils …’ (HS-271012) from Singapore in large quantities.  

15 Data is not available.

16  https://www.unescap.org/sites/default/d8files/knowledge-products/ShippingPoliyBrief-16Oct2020-FINAL.pdf
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Sri Lanka's Top Trading Partners
The tables in this section show Sri Lanka’s top 10 export and import partners in 2020, along with the trade 
agreements in effect with these countries. For this purpose, the countries listed below are broadly categorized 
into three categories: the country is an APTA member; the country has a bilateral agreement with Sri Lanka; or 
the country neither has any trade agreement with Sri Lanka nor is it a member of APTA. Pakistan, which is Sri 
Lanka’s 26th largest export destination and the 10th largest import source, has also been included in the tables. 
China, India and the USA remain the top trading partners of Sri Lanka.      

Table 5: Sri Lanka’s Top 10 Export Partners and Pakistan (2020)

Rank Importers

Sri Lanka’s 
Exports 2020 
(US$, 
Thousands)

Change 
(%) 

2019-
2020

CAGR 
(%) 

2016-
2020

Share (%) in 
Sri Lanka’s 

Global 
Exports 2020

Trade Agreement in Effect

1 United States of America 2,658,223.00 -15.50 -1.38 24.83 US GSP Status

2 United Kingdom 956,067.00 -4.48 -2.20 8.93 No Agreement in Effect

3 India 654,442.00 -15.46 -3.46 6.11 India-Sri Lanka Free Trade 
Agreement (ISLFTA)

4 Germany 611,783.00 -6.61 4.66 5.71 EU GSP Plus Status

5 Italy 477,328.00 -11.15 2.71 4.46 EU GSP Plus Status

6 Belgium 313,331.00 -11.75 -1.89 2.93 EU GSP Plus Status

7 Netherlands 307,587.00 1.94 10.23 2.87 EU GSP Plus Status

8 China 252,003.00 -1.79 3.99 2.35 APTA Member

9 Canada 226,349.00 -6.15 6.00 2.11 No Agreement in Effect

10 Turkey 224,932.00 7.14 9.78 2.10 No Agreement in Effect

26 Pakistan 78,899.00 -3.94 4.43 0.74 Pakistan-Sri Lanka Free Trade 
Agreement (PSLFTA)

Source: ITC, Trade Map 

Sri Lanka’s exports to most of its top export partners fell in the 2019-2020 period. One of the major reasons 
for this was the Covid-19 pandemic. Sri Lanka’s exports to its top export partners have not experienced sharp 
increases as the respective Compound Annual Growth Rates (CAGRs) remained below 10.0 percent in case of 
most export partners for the 2016-2020 period. 

Table 6: Sri Lanka’s Top 10 Import Partners (2020)

Rank Exporters

Sri Lanka’s 
Imports 2020 
(US$, 
Thousands)

Change 
(%) 

2019-
2020

CAGR 
(%) 

2016-
2020

Share (%) in 
Sri Lanka’s 

Global 
Imports 2020

Trade Agreement in Effect

1 China 3,581,772.00 -11.18 -4.30 22.95 APTA Member

2 India 3,006,131.00 -21.51 -5.84 19.26 India-Sri Lanka Free Trade 
Agreement (ISLFTA)

3 United Arab Emirates 888,997.00 -42.34 -4.47 5.70 No Agreement in Effect

4 Malaysia 634,481.00 -29.01 -0.30 4.07 No Agreement in Effect

5 Singapore 617,278.00 -19.48 -12.02 3.96 Singapore-Sri Lanka Free Trade 
Agreement (SSLFTA)

6 Japan 529,206.00 -39.54 -13.60 3.39 No Agreement in Effect

7 United States of America 496,963.00 -9.71 -2.05 3.18 No Agreement in Effect

8 Thailand 366,830.00 -16.22 -8.11 2.35 No Agreement in Effect

9 Indonesia 330,332.00 -22.85 -3.38 2.12 No Agreement in Effect

10 Pakistan 324,698.00 -12.17 1.65 2.08 Pakistan-Sri Lanka Free Trade 
Agreement (PSLFTA)

Source: ITC, Trade Map 
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It should be noted that Sri Lanka’s imports from its top 10 import sources declined for the 2019-2020 period 
and this can be attributed partially to the Covid-19 pandemic. Furthermore, Sri Lanka’s imports from its top 10 
import sources also declined, as the CAGRs indicate, for the 2016-2020 period except in the case of Pakistan.    

Pakistan's Trade Agreements

Pakistan has free trade agreements with Sri Lanka, China, and Malaysia. The country also has preferential trade 
agreements with Iran, Indonesia, and Mauritius. 

Pakistan, like Sri Lanka, is also a part of SAARC and SAFTA. The country is also a part of Economic Cooperation 
Organization (ECO) and Economic Cooperation Organization Trade Agreement (ECOTA).

The table below lists Pakistan’s bilateral FTAs and PTAs along with the country’s trade balance during the year 
of implementation as well as the trade balance during 2020. 

Table 7: Pakistan’s Bilateral FTAs and PTAs

Name of Agreement
Year of 

Implementation

Pakistan’s Trade Balance During

Year of 
Implementation 

(US$, Thousands)

2020 
(US$, Thousands)

Pakistan-Sri Lanka Free Trade Agreement (PSLFTA) 2005 94,485.00  182,467.00

China-Pakistan Free Trade Agreement (CPFTA) 2006  -2,408,284.00 -10,619,486.00

Pakistan-Iran Preferential Trade Agreement 2006 -264,395.00 -371,823.00

Pakistan-Mauritius Preferential Trade Agreement 2007  35,003.00 11,095.00

Malaysia-Pakistan Closer Economic Partnership Agreement 
(MPCEPA) 2008 -1,555,596.00  -852,605.00

Pakistan-Indonesia Preferential Trade Agreement 2013 -1,063,936.00  -2,268,105.00

Source: ITC, Trade Map 

As can be seen from the table above, trade agreements signed by Pakistan have not been very useful in shifting 
the trade balance in Pakistan’s favor. Pakistan’s trade balance has worsened since the year of implementation of 
FTAs and PTAs for most of countries, with Malaysia and Sri Lanka being the only exceptions. It should be noted 
that Pakistan’s trade deficit with China has increased in an exponential manner due to a huge inflow of imports 
from the latter for the 2006-2020 period.

Pakistan's Top Trading Partners

The tables in this section show Pakistan’s top 10 export and import partners in 2020, along with the trade 
agreements in effect with these countries. For this purpose, the countries listed below are broadly categorized 
into three categories; the country has a trade agreement with Pakistan; the country is part of regional trade 
agreements including SAFTA and ECOTA; or the country does not have any trade agreement with Pakistan and 
is neither a part of any regional trade agreement. Sri Lanka, which is Pakistan’s 18th largest export destination 
and 48th largest import source, has also been included in the tables. China, the USA and the UAE remain the top 
trading partners of Pakistan. 
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Table 8: Pakistan’s Top 10 Export Partners and Sri Lanka (2020)

Rank Importers

Pakistan’s 
Exports 2020 
(US$, 
Thousands)

Change (%) 
2019-2020

CAGR (%) 
2016-2020

Share (%) in 
Pakistan’s 

Global Exports 
2020

Trade Agreement in Effect

1 United States of 
America 4,141,847.00 2.46 4.83 18.63 US GSP Status

2 China 1,867,039.00 -8.61 4.08 8.40 China-Pakistan Free Trade 
Agreement (CPFTA)

3 United Kingdom 1,726,185.00 2.61 2.60 7.76 No Agreement in Effect

4 Germany 1,395,015.00 3.73 4.14 6.27 EU GSP Plus Status

5 United Arab Emirates 1,096,883.00 -6.97 8.73 4.93 No Agreement in Effect

6 Netherlands 1,094,784.00 3.44 13.89 4.92 EU GSP Plus Status

7 Afghanistan 870,861.00 -26.42 -10.71 3.92 ECOTA Member

8 Spain 794,274.00 -16.30 -1.31 3.57 EU GSP Plus Status

9 Italy 718,631.00 -11.32 1.87 3.23 EU GSP Plus Status

10 Bangladesh 583,437.00 -26.43 -2.89 2.62 SAFTA Member

18 Sri Lanka 253,711.00 -21.66 1.70 1.14 Pakistan-Sri Lanka Free 
Trade Agreement (PSLFTA)

Source: ITC, Trade Map 

Pakistan’s exports to most of its top 10 export partners experienced slight increases with the exception of 
Afghanistan, Spain and Bangladesh, as their respective CAGRs indicate, for the 2016-2020 period.      

Table 9: Pakistan’s Top 10 Import Partners and Sri Lanka (2020)

Rank Exporters

Pakistan’s 
Imports 2020 
(US$, 
Thousands)

Change (%) 
2019-2020

CAGR (%) 
2016-2020

Share (%) in 
Pakistan’s 

Global Imports 
2020

Trade Agreement in Effect

1 China 12,486,525.00 0.50 -2.26 27.28 China-Pakistan Free Trade 
Agreement (CPFTA)

2 United Arab Emirates 4,474,234.00 -29.43 -7.84 9.77 No Agreement in Effect

3 United States of 
America 2,583,822.00 -1.18 6.52 5.64 No Agreement in Effect

4 Indonesia 2,405,305.00 8.24 3.59 5.25 Pakistan-Indonesia Preferential 
Trade Agreement

5 Saudi Arabia 1,893,130.00 -22.41 0.67 4.14 No Agreement in Effect

6 Qatar 1,482,868.00 -32.32 17.64 3.24 No Agreement in Effect

7 Japan 1,137,477.00 -16.51 -12.73 2.48 No Agreement in Effect

8 Kuwait 1,121,889.00 -10.63 -3.09 2.45 No Agreement in Effect

9 Malaysia 1,085,583.00 13.45 3.54 2.37
Malaysia-Pakistan Closer 
Economic Partnership 
Agreement (MPCEPA)

10 South-Korea 1,061,863.00 36.94 9.47 2.32 No Agreement in Effect

48 Sri Lanka 71,244.00 9.71 -1.82 0.16 Pakistan-Sri Lanka Free Trade 
Agreement (PSLFTA)

Source: ITC, Trade Map 

Pakistan’s imports from six of its top 10 import partners experienced increases, as their respective CAGRs 
indicate, for the 2016-2020 period. 
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Overview
The figure below shows the bilateral trade between Pakistan and Sri Lanka for the 2005-2020 period.   

Figure 1: Pakistan-Sri Lanka Bilateral Trade Trend (2005-2020)

Source: ITC, Trade Map 

Pakistan’s exports to Sri Lanka increased from US$ 153.7 Million to US$ 253.7 Million and its imports from Sri 
Lanka increased from US$ 59.2 Million to US$ 71.2 Million for the 2005-2020 period. This led to an increase in 
Pakistan’s trade surplus with Sri Lanka from US$ 94.5 Million to US$ 182.5 Million in the said period.  

Post signing and implementation of the FTA in 2005, Pakistan’s exports to Sri Lanka reached a value of US$ 347.7 
Million in 2011. This can be attributed to the phasing out period of the FTA as Pakistan started gaining duty-free 
access on a number of products till November, 2010. Therefore, Pakistan was seen to be taking advantage of the 
FTA and increased its trade surplus to US$ 286.6 Million in 2011. 

However, Pakistan’s exports to Sri Lanka declined to a value of US$ 237.2 Million in 2016 from 2011. The 
country’s exports to Sri Lanka then rose to a maximum value of US$ 356.8 Million in 2018, finally declining to a 
value of US$ 253.7 Million in 2020. The decline in export value for the 2019-2020 period cannot be completely 
attributed to the Covid-19 pandemic as Pakistani exports to Sri Lanka were already declining in the 2018-19 
period. 

Pakistan’s imports from Sri Lanka have remained relatively stagnant for the 2005-2020 period with an annual 
average of US$ 70.6 Million. This implies that Sri Lanka could hardly benefit from the FTA with Pakistan.  

Pakistan's Top Exports to Sri Lanka 

Table 10 shows the top 10 export products of Pakistan to Sri Lanka at HS-02 level for selected years during the 
2005-2020 period. The top products consisted mainly of ‘Cotton’ (HS-52), ‘Salt …’ (HS-25) and ‘Edible vegetables 
…’ (HS-07) among others. The total exports of Pakistan to Sri Lanka had a CAGR of 3.4 percent for the 2005-
2020 period.   

Pakistan’s export of ‘Salt …’ (HS-25) and ‘Edible vegetables …’ (HS-07) to Sri Lanka had CAGRs of 54.8 percent 
and 20.5 percent, respectively, for the 2005-2020 period. 

Pakistan-Sri Lanka Bilateral Trade Analysis 
Overview 
The figure below shows the bilateral trade between Pakistan and Sri Lanka for the 2005-2020 period.    

Figure 1: Pakistan-Sri Lanka Bilateral Trade Trend (2005-2020) 

 
Source: ITC, Trade Map  
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In 2020, Pakistan’s exports of ‘Cotton’ (HS-52), ‘Salt …’ (HS-25) and ‘Edible vegetables …’ (HS-07) to Sri Lanka 
contributed 23.1 percent, 17.9 percent and 17.4 percent, respectively, to the total exports of Pakistan to Sri 
Lanka. Pakistan’s top 10 export products to Sri Lanka at HS-02 level contributed 87.4 percent to the total 
exports of Pakistan to Sri Lanka in 2020.  

Pakistan does not have a disadvantage while exporting the top 10 export products at HS-02 level to Sri Lanka 
with respect to equivalent ad valorem tariffs as compared to India and Singapore who are also signatories of 
FTAs with Sri Lanka. 

Table 10: Pakistan’s Top 10 Export Products to Sri Lanka at HS-02 Level for Selected Years (2005-2020)

HS 
Code

Product label

Pakistan’s Exports to Sri 
Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR (%) 
2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Exports to 
Sri Lanka 

2020

Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri Lanka

2005 2020

In
d

ia
 

Si
ng

ap
o

re

P
ak

is
ta

n

TOTAL All products 153,662.00 253,711.00 -21.66 1.70 3.40 100.00 - - -

52 Cotton 83,715.00 58,556.00 -33.97 -5.73 -2.35 23.08 0 0 0

25

Salt; sulphur; 
earths and 
stone; plastering 
materials, lime 
and cement

65.00 45,503.00 -0.73 6.75 54.77 17.93 1 3 1

07

Edible 
vegetables and 
certain roots and 
tubers

2,688.00 44,212.00 25.02 29.30 20.52 17.43 17 18 13

30 Pharmaceutical 
products 6,287.00 21,215.00 -2.54 -1.13 8.45 8.36 0 0 0

60 Knitted or 
crocheted fabrics 3,342.00 16,722.00 -12.23 22.79 11.33 6.59 0 0 0

63

Other made-up 
textile articles; 
sets; worn 
clothing and 
worn textile 
articles; rags

9,126.00 9,129.00 -26.65 -3.75 0.00 3.60 0 0 0

39 Plastics and 
articles thereof 8,104.00 7,789.00 18.37 20.63 -0.26 3.07 2 6 2

10 Cereals 6,613.00 6,592.00 -84.01 -8.41 -0.02 2.60 16 18 10

55 Man-made 
staple fibres 174.00 6,104.00 -33.59 9.29 26.77 2.41 0 0 0

73 Articles of iron or 
steel 7,710.00 5,900.00 41.55 -20.20 -1.77 2.33 4 16 2

Source: ITC, Trade Map 

Table 11 shows the top 25 export products of Pakistan to Sri Lanka at HS-06 level for the selected years during 
the 2005-2020 period. The top products consisted mainly of ‘Portland cement …’ (HS-252329), ‘Onions and 
shallots …’ (HS-070310), ‘Woven fabrics of cotton …’ (HS-520932) and ‘Potatoes …’ (HS-070190) among others.  

Pakistan’s exports of ‘Onions and shallots …’ (HS-070310), ‘Woven fabrics of cotton …’ (HS-520932) and 
‘Potatoes …’ (HS-070190) had CAGRs of 26.4 percent, 27.9 percent and 19.3 percent, respectively, for the 
2005-2020 period. 

Pakistan-Sri Lanka Bilateral Trade Analysis 
Overview 
The figure below shows the bilateral trade between Pakistan and Sri Lanka for the 2005-2020 period.    

Figure 1: Pakistan-Sri Lanka Bilateral Trade Trend (2005-2020) 

 
Source: ITC, Trade Map  
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Sri Lanka was a major importer of Pakistani ‘Rice’ (HS-1006), ‘Potatoes …’ (HS-0701) and textiles by 201917. 

In 2020, Pakistan’s exports of ‘Portland cement …’ (HS-252329), ‘Onions and shallots …’ (HS-070310), ‘Woven 
fabrics of cotton …’ (HS-520932) and ‘Potatoes …’ (HS-070190) to Sri Lanka contributed 11.7 percent, 9.1 
percent, 7.9 percent and 7.4 percent, respectively, to the total exports of Pakistan to Sri Lanka. Pakistan’s top 
25 export products to Sri Lanka at HS-06 level contributed 77.2 percent to the total exports of Pakistan to Sri 
Lanka in 2020. 

Pakistan does not have a disadvantage while exporting the top 25 export products at HS-06 level to Sri Lanka 
with respect to equivalent ad valorem tariffs as compared to India and Singapore who have also signed FTAs 
with Sri Lanka.  

Table 11: Pakistan’s Top 25 Export Products to Sri Lanka at HS-06 Level for Selected Years (2005-2020)

HS 
Code

Product label

Pakistan’s Exports to 
Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Exports to 
Sri Lanka 

2020

Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri 
Lanka

2005 2020

In
d

ia
 

Si
ng

ap
o

re

P
ak

is
ta

n

TOTAL All products 153,662.00 253,711.00 -21.66 1.70 3.40 100.00 - - -

252329

Portland cement 
(excluding white, 
whether or not artificially 
coloured)

0.00 29,715.00 -27.86 -3.91 - 11.71 0 0 0

070310 Fresh or chilled onions 
and shallots 684.00 22,989.00 66.78 137.63 26.41 9.06 17 17 17

520932

Woven fabrics of cotton, 
containing >= 85% 
cotton by weight and 
weighing > 200 g/m², in 
three-thread ...

500.00 20,070.00 -29.46 -0.87 27.91 7.91 0 0 0

070190 Fresh or chilled potatoes 
(excluding seed) 1,331.00 18,839.00 -9.70 5.86 19.32 7.43 30 30 30

252310 Cement clinkers 0.00 15,595.00 246.09 - - 6.15 0 0 0

600622

Dyed cotton fabrics, 
knitted or crocheted, 
of a width of > 30 cm 
(excluding warp knit 
fabrics ...

318.00 10,213.00 -13.29 16.21 26.02 4.03 0 0 0

300490

Medicaments consisting 
of mixed or unmixed 
products for therapeutic 
or prophylactic 
purposes, ...

4,672.00 9,785.00 19.65 -3.68 5.05 3.86 0 0 0

520942

Denim, containing >= 
85% cotton by weight 
and weighing > 200 g/
m², made of yarn of 
different ...

1,066.00 9,759.00 -37.27 1.53 15.91 3.85 0 0 0

300439

Medicaments containing 
hormones or steroids 
used as hormones but 
not antibiotics, put up 
in ...

22.00 7,439.00 -16.54 6.69 47.44 2.93 0 0 0

17  https://tribune.com.pk/story/1976410/pakistans-trade-sri-lanka-comes-halt
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HS 
Code

Product label

Pakistan’s Exports to 
Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Exports to 
Sri Lanka 

2020

Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri 
Lanka

2005 2020

In
d

ia
 

Si
ng

ap
o

re

P
ak

is
ta

n

730690

Tubes, pipes and hollow 
profiles “e.g., open 
seam, riveted or similarly 
closed”, of iron or ...

688.00 5,896.00 41.49 -20.01 15.40 2.32 0 15 0

100630
Semi-milled or wholly 
milled rice, whether or 
not polished or glazed

6,613.00 5,553.00 -43.78 -9.63 -1.16 2.19 42 42 42

520922

Woven fabrics of cotton, 
containing >= 85% 
cotton by weight and 
weighing > 200 g/m², in 
three-thread ...

137.00 5,188.00 -23.32 28.24 27.41 2.04 0 0 0

521142

Denim, containing 
predominantly, but < 
85% cotton by weight, 
mixed principally or 
solely with ...

356.00 4,149.00 4.12 133.32 17.79 1.64 0 0 0

630239

Bedlinen of textile 
materials (excluding of 
cotton and man-made 
fibres, printed, knitted 
or ...

7.00 3,938.00 -35.56 -2.39 52.53 1.55 0 0 0

600690

Fabrics, knitted or 
crocheted, of a width 
of > 30 cm (excluding 
of man-made fibres, 
cotton, ...

2,848.00 3,325.00 -25.13 34.90 1.04 1.31 0 0 0

630231
Bedlinen of cotton 
(excluding printed, 
knitted or crocheted)

1,102.00 3,214.00 -35.28 -9.24 7.40 1.27 0 0 0

700529

Float glass and surface 
ground and polished 
glass, in sheets, but 
not otherwise worked 
(excluding ...

21.00 2,727.00 -1.69 107.89 38.32 1.07 0 15 0

520512

Single cotton yarn, 
of uncombed fibres, 
containing >= 85% 
cotton by weight and 
with a linear ...

5,079.00 2,503.00 -29.23 46.26 -4.61 0.99 0 0 0

521031

Plain woven fabrics 
of cotton, containing 
predominantly, but < 
85% cotton by weight, 
mixed ...

2,370.00 2,339.00 -45.66 -4.13 -0.09 0.92 0 0 0

390761

Poly”ethylene 
terephthalate”, in 
primary forms, having a 
viscosity number of >= 
78 ml/g

0.00 2,280.00 -23.28 - - 0.90 N/A N/A N/A

600621

Unbleached or bleached 
cotton fabrics, knitted or 
crocheted, of a width of 
> 30 cm (excluding ...

0.00 2,189.00 -8.14 83.99 - 0.86 0 0 0
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HS 
Code

Product label

Pakistan’s Exports to 
Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Exports to 
Sri Lanka 

2020

Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri 
Lanka

2005 2020

In
d

ia
 

Si
ng

ap
o

re

P
ak

is
ta

n

392062

Plates, sheets, film, 
foil and strip, of non-
cellular poly”ethylene 
terephthalate”, not 
reinforced, ...

0.00 2,116.00 149.82 51.28 - 0.83 3 8 3

520939

Woven fabrics of cotton, 
containing >= 85% 
cotton by weight and 
weighing > 200 g/m², 
dyed (excluding ...

113.00 2,073.00 36.29 -18.12 21.40 0.82 0 0 0

392020

Plates, sheets, film, foil 
and strip, of non-cellular 
polymers of ethylene, 
not reinforced, ...

1,253.00 1,982.00 38.21 20.73 3.10 0.78 15 15 15

520839

Woven fabrics of cotton, 
containing >= 85% 
cotton by weight and 
weighing <= 200 g/m², 
dyed ...

2,185.00 1,931.00 -45.05 -4.05 -0.82 0.76 0 0 0

Source: ITC, Trade Map 

Key Findings

 � Thirteen of the top 25 export products of Pakistan to Sri Lanka at HS-06 level belonged to the commodity 
group ‘TEXTILES AND TEXTILE ARTICLES’ in 2020 and the equivalent ad valorem tariffs applied by Sri Lanka 
on the products in this group were 0.0 percent. The said products contributed 27.9 percent to the total 
exports of Pakistan to Sri Lanka in 2020.  

 � Three of the top 25 export products of Pakistan to Sri Lanka at HS-06 level belonged to the commodity 
group ‘VEGETABLE PRODUCTS’ in 2020 and the equivalent ad valorem tariffs applied by Sri Lanka on the 
products in this group ranged from 17.0 to 42.0 percent. The said products contributed 18.7 percent to the 
total exports of Pakistan to Sri Lanka in 2020. 

 � Two of the top 25 export products of Pakistan to Sri Lanka at HS-06 level belonged to the commodity group 
‘MINERAL PRODUCTS’ in 2020 and the equivalent ad valorem tariffs applied by Sri Lanka on the products 
in this group were 0.0 percent. The said products contributed 17.9 percent to the total exports of Pakistan 
to Sri Lanka in 2020. 

Top Exports – Growth Rate Method

Table 12 lists Pakistan’s top 25 exports to Sri Lanka at HS-06 level, sorted in descending order according to the 
CAGR for the 2005-2020 period. This table indicates which products showed the highest growth under the 
PSLFTA.   

Pakistan’s exports of ‘Jerseys …’ (HS-611090), ‘Bedlinen of textile …’ (HS-630239) and Medicaments …’ (HS-
300439) to Sri Lanka had CAGRs of 55.0 percent, 52.5 percent and 47.4 percent, respectively, for the 2005-
2020 period. 
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In 2020 at HS-06, the top 25 exports with highest growths contributed 41.0 percent to the total exports of 
Pakistan to Sri Lanka. 

Table 12: Pakistan’s Top 25 Export Products to Sri Lanka at HS-06 Level (2005-2020) - Growth Rate 
Method

HS 
Code

Product label

Pakistan’s Exports to 
Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Exports to 
Sri Lanka 

2020

Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri 
Lanka

2005 2020

In
d

ia
 

Si
ng

ap
o

re

P
ak

is
ta

n

TOTAL All products 153,662.00 253,711.00 -21.66 1.70 3.40 100.00 - - -

611090

Jerseys, pullovers, 
cardigans, waistcoats and 
similar articles, of textile 
materials, knitted ...

1.00 718.00 154.61 50.49 55.03 0.28 0 0 0

630239

Bedlinen of textile materials 
(excluding of cotton and 
man-made fibres, printed, 
knitted or ...

7.00 3,938.00 -35.56 -2.39 52.53 1.55 0 0 0

300439

Medicaments containing 
hormones or steroids 
used as hormones but not 
antibiotics, put up in ...

22.00 7,439.00 -16.54 6.69 47.44 2.93 0 0 0

283620 Disodium carbonate 5.00 1,292.00 9,128.57 - 44.82 0.51 0 0 0

700529

Float glass and surface 
ground and polished glass, 
in sheets, but not otherwise 
worked (excluding ...

21.00 2,727.00 -1.69 107.89 38.32 1.07 0 15 0

600624

Printed cotton fabrics, 
knitted or crocheted, of a 
width of > 30 cm (excluding 
warp knit fabrics ...

7.00 905.00 208.87 448.48 38.28 0.36 0 0 0

551311

Plain woven fabrics 
containing predominantly, 
but < 85% polyester staple 
fibres by weight, ...

4.00 400.00 -42.11 140.28 35.94 0.16 0 0 0

551423

Woven fabrics containing 
predominantly, but < 85% 
polyester staple fibres by 
weight, mixed ...

16.00 1,240.00 -36.90 7.06 33.65 0.49 0 0 0

841451

Table, floor, wall, window, 
ceiling or roof fans, with 
a self-contained electric 
motor of an ...

2.00 142.00 69.05 -20.02 32.87 0.06 0 0 0

151530

Castor oil and fractions 
thereof, whether or not 
refined, but not chemically 
modified

1.00 49.00 - 22.16 29.62 0.02 0 30 0

520932

Woven fabrics of cotton, 
containing >= 85% cotton 
by weight and weighing > 
200 g/m², in three-thread ...

500.00 20,070.00 -29.46 -0.87 27.91 7.91 0 0 0

520922

Woven fabrics of cotton, 
containing >= 85% cotton 
by weight and weighing > 
200 g/m², in three-thread ...

137.00 5,188.00 -23.32 28.24 27.41 2.04 0 0 0

070310 Fresh or chilled onions and 
shallots 684.00 22,989.00 66.78 137.63 26.41 9.06 17 17 17
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HS 
Code

Product label

Pakistan’s Exports to 
Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Exports to 
Sri Lanka 

2020

Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri 
Lanka

2005 2020

In
d

ia
 

Si
ng

ap
o

re

P
ak

is
ta

n

600622

Dyed cotton fabrics, knitted 
or crocheted, of a width of 
> 30 cm (excluding warp 
knit fabrics ...

318.00 10,213.00 -13.29 16.21 26.02 4.03 0 0 0

551412

Woven fabrics containing 
predominantly, but < 85% 
polyester staple fibres by 
weight, mixed ...

6.00 149.00 77.38 - 23.88 0.06 0 0 0

252620 Natural steatite and talc, 
crushed or powdered 2.00 38.00 46.15 33.40 21.69 0.01 0 0 0

520939

Woven fabrics of cotton, 
containing >= 85% cotton 
by weight and weighing > 
200 g/m², dyed (excluding 
...

113.00 2,073.00 36.29 -18.12 21.40 0.82 0 0 0

520833

Woven fabrics of cotton, 
containing >= 85% cotton 
by weight and weighing <= 
200 g/m², in three-thread ...

25.00 380.00 -27.34 -22.60 19.89 0.15 0 0 0

070190 Fresh or chilled potatoes 
(excluding seed) 1,331.00 18,839.00 -9.70 5.86 19.32 7.43 30 30 30

340111

Soap and organic surface-
active products and 
preparations, in the form of 
bars, cakes, moulded ...

6.00 76.00 46.15 19.72 18.44 0.03 30 30 30

091091 Mixtures of different types 
of spices 10.00 125.00 -6.02 -0.78 18.34 0.05 30 30 30

520543

Multiple “folded” or cabled 
cotton yarn, of combed 
fibres, containing >= 85% 
cotton by weight ...

3.00 37.00 42.31 - 18.23 0.01 0 N/A 0

521142

Denim, containing 
predominantly, but < 85% 
cotton by weight, mixed 
principally or solely with ...

356.00 4,149.00 4.12 133.32 17.79 1.64 0 0 0

080410 Fresh or dried dates 81.00 840.00 167.52 - 16.87 0.33 0 15 0

630299

Toilet linen and kitchen 
linen of textile materials 
(excluding of cotton or 
man-made fibres, ...

3.00 31.00 158.33 - 16.85 0.01 0 0 0

Source: ITC, Trade Map 

Key Findings

 � Fourteen of the top 25 export products, with highest growths, of Pakistan to Sri Lanka at HS-06 level belonged 
to the commodity group ‘TEXTILES AND TEXTILE ARTICLES’ in 2020 and the equivalent ad valorem tariffs 
applied by Sri Lanka on the products in this group were 0.0 percent. 

 � Four of the top 25 export products, with highest growths, of Pakistan to Sri Lanka at HS-06 level belonged 
to the commodity group ‘VEGETABLE PRODUCTS’ in 2020 and the equivalent ad valorem tariffs applied by 
Sri Lanka on the products in this group were ranging from 0.0 percent to 30.0 percent.    
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Pakistan's Top Imports from Sri Lanka
The table below shows the top 10 import products of Pakistan from Sri Lanka at HS-02 level for selected years 
during the 2005-2020 period. The top products consisted mainly of ‘Vegetable …’ (HS-14), ‘Rubber …’ (HS-40), 
‘Ships …’ (HS-89) and ‘Edible fruit …’ (HS-08) among others. The total imports of Pakistan from Sri Lanka had a 
CAGR of 1.2 percent for the 2005-2020 period.  

Pakistan’s imports of ‘Vegetable …’ (HS-14) and ‘Ships …’ (HS-89) from Sri Lanka had CAGRs of 9.1 percent and 
10.5 percent, respectively, for the 2005-2020 period. 

In 2020 at HS-02, the top 5 imports contributed 75.5 percent to the total imports of Pakistan from Sri Lanka. 

Table 13: Pakistan’s Top 10 Import Products from Sri Lanka at HS-02 Level for Selected Years (2005-
2020)

HS 
Code

Product label

Pakistan’s Imports 
from Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Imports 
from Sri 
Lanka 
2020

Equivalent Ad Valorem Tariff 
(%)  

Applied by Pakistan

2005 2020

C
hi

na

Ir
an

 

M
au

ri
ti

us

M
al

ay
si

a

In
d

o
ne

si
a

Sr
i L

an
ka

TOTAL All products 59,177.00 71,244.00 9.71 -1.82 1.24 100.00 - - - - - -

14

Vegetable plaiting 
materials; vegetable 
products not 
elsewhere specified 
or included

6,303.00 23,386.00 13.00 5.88 9.13 32.83 8 16 18 0 18 4

40 Rubber and articles 
thereof 11,736.00 13,720.00 51.69 13.06 1.05 19.26 11 13 13 12 13 9

89 Ships, boats and 
floating structures 1,709.00 7,642.00 - 30.38 10.50 10.73 2 7 7 6 7 0

08
Edible fruit and 
nuts; peel of citrus 
fruit or melons

3,766.00 5,155.00 10.72 -15.47 2.12 7.24 11 16 17 1 17 0

44
Wood and articles 
of wood; wood 
charcoal

2,341.00 3,901.00 -39.54 -19.51 3.46 5.48 6 9 9 7 8 1

74 Copper and articles 
thereof 0.00 1,742.00 82.79 - - 2.45 3 6 7 4 7 0

12

Oil seeds and 
oleaginous fruits; 
miscellaneous 
grains, seeds and 
fruit; industrial or 
medicinal ...

15,138.00 1,686.00 -65.63 -36.95 -13.61 2.37 2 3 3 0 3 0

85

Electrical machinery 
and equipment 
and parts thereof; 
sound recorders 
and reproducers, 
television ...

271.00 1,658.00 62.55 9.82 12.83 2.33 11 14 14 11 14 4

53

Other vegetable 
textile fibres; paper 
yarn and woven 
fabrics of paper yarn

541.00 1,401.00 -17.97 -1.86 6.55 1.97 8 11 11 3 11 0

09 Coffee, tea, maté 
and spices 7,907.00 1,187.00 -28.32 -20.59 -11.88 1.67 4 9 5 1 5 5

Source: ITC, Trade Map 
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The table below shows the top 25 import products of Pakistan from Sri Lanka at HS-06 level for selected years 
during the 2005-2020 period. The top products consisted mainly of ‘Vegetable products n.e.s’ (HS-140490), 
‘Vessels …’ (HS-890800) and ‘Sheets of rubber …’ (HS-400121) among others. 

Table 14: Pakistan’s Top 25 Import Products from Sri Lanka at HS-06 Level for Selected Years (2005-
2020)

HS 
Code

Product label

Pakistan’s Imports 
from Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Imports 
from Sri 
Lanka 
2020

Equivalent Ad Valorem Tariff (%)  
Applied by Pakistan

2005 2020

C
hi

na

Ir
an

 

M
au

ri
ti

us

M
al

ay
si

a

In
d

o
ne

si
a

Sr
i L

an
ka

TOTAL All products 59,177.00 71,244.00 9.71 -1.82 1.24 100.00 - - - - - -

140490 Vegetable 
products n.e.s 5,221.00 23,386.00 13.00 5.88 10.51 32.83 26 31 34 1 34 14

890800

Vessels and 
other floating 
structures for 
breaking up

1,709.00 7,642.00 - 30.38 10.50 10.73 N/A N/A N/A 0 3 0

400121
Smoked 
sheets of 
natural rubber

6,396.00 7,058.00 98.43 32.46 0.66 9.91 0 3 N/A 0 3 0

441114

Medium 
density 
fibreboard 
“MDF” of 
wood, of a 
thickness 
> 9 mm

0.00 3,790.00 -32.16 -9.40 - 5.32 11 11 11 11 11 0

080112

Fresh 
coconuts in 
the inner shell 
“endocarp”

0.00 2,472.00 -21.95 - - 3.47 5 11 11 11 11 0

400129

Natural 
rubber in 
primary forms 
or in plates, 
sheets or strip 
(excluding 
smoked 
sheets, 
technically ...

2,617.00 1,817.00 48.81 -7.89 -2.40 2.55 0 3 3 0 3 0

120300 Copra 15,088.00 1,642.00 -66.53 -37.33 -13.75 2.30 0 11 N/A 0 5 0

740811

Wire of refined 
copper, with 
a maximum 
cross-sectional 
dimension of 
> 6 mm

0.00 1,569.00 64.98 - - 2.20 5 11 N/A 10 11 0

401511

Surgical 
gloves, of 
vulcanised 
rubber 
(excluding 
fingerstalls)

25.00 1,487.00 -6.54 -5.98 31.31 2.09 20 20 20 20 20 0
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HS 
Code

Product label

Pakistan’s Imports 
from Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Imports 
from Sri 
Lanka 
2020

Equivalent Ad Valorem Tariff (%)  
Applied by Pakistan

2005 2020

C
hi

na

Ir
an

 

M
au

ri
ti

us

M
al

ay
si

a

In
d

o
ne

si
a

Sr
i L

an
ka

081340

Dried peaches, 
pears, papaws 
“papayas”, 
tamarinds 
and other 
edible fruits 
(excluding 
nuts, ...

0.00 1,445.00 5251.85 74.18 - 2.03 18 16 18 13 18 0

400122

Technically 
specified 
natural rubber 
“TSNR”

1,174.00 1,283.00 98.61 58.17 0.59 1.80 0 3 N/A 0 0 0

080111 Desiccated 
coconuts 1,066.00 1,238.00 -14.09 -31.04 1.00 1.74 3 3 3 0 0 0

401120

New 
pneumatic 
tyres, of 
rubber, of 
a kind used 
for buses 
and lorries 
(excluding 
typres with ...

73.00 1,015.00 216.20 84.81 19.18 1.42 8 10 10 10 10 9

530500

Coconut, 
abaca Manila 
hemp or Musa 
textilis Nee”, 
ramie, agave 
and other 
vegetable 
textile ...

0.00 922.00 -14.79 -1.08 - 1.29 3 3 3 3 3 0

681140

Articles of 
asbestos-
cement, 
cellulose fibre-
cement or the 
like, containing 
asbestos

0.00 895.00 - - - 1.26 20 20 N/A 20 20 0

850720

Lead acid 
accumulators 
(excluding 
spent and 
starter 
batteries)

0.00 820.00 16.81 134.75 - 1.15 20 20 20 20 20 0

621210

Brassieres 
of all types 
of textile 
materials, 
whether or not 
elasticated, 
incl. knitted 
or ...

0.00 727.00 -11.12 11.40 - 1.02 20 20 12 20 20 20

281700 Zinc oxide; 
zinc peroxide 0.00 553.00 5.74 102.33 - 0.78 0 3 3 0 3 0
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HS 
Code

Product label

Pakistan’s Imports 
from Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Imports 
from Sri 
Lanka 
2020

Equivalent Ad Valorem Tariff (%)  
Applied by Pakistan

2005 2020

C
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230800

Acorns, horse-
chestnuts, 
marc and other 
vegetable 
materials and 
vegetable 
waste, 
vegetable ...

0.00 540.00 -7.85 - - 0.76 5 11 11 0 11 0

854411

Winding wire 
for electrical 
purposes, 
of copper, 
insulated

0.00 466.00 343.81 - - 0.65 13 16 16 13 16 0

090240

Black 
fermented 
tea and partly 
fermented tea, 
whether or 
not flavoured, 
in immediate 
packings ...

7,035.00 455.00 40.00 -29.53 -16.69 0.64 5 10 0 0 5 11

530810 Coconut 
“coir” yarn 226.00 454.00 -27.48 -4.55 4.76 0.64 5 N/A 11 N/A 11 0

482110

Paper or 
paperboard 
labels of all 
kinds, printed

269.00 437.00 12.92 11.57 3.29 0.61 17 17 17 17 17 0

110412
Rolled or 
flaked grains 
of oats

0.00 401.00 41.20 - - 0.56 16 16 16 5 16 0

090811

Nutmeg, 
neither 
crushed nor 
ground

0.00 396.00 -51.05 -6.04 - 0.56 3 3 3 0 0 0

Source: ITC, Trade Map 

Key Findings

 � Eight of the top 25 import products of Pakistan from Sri Lanka at HS-06 level belonged to the commodity 
group ‘VEGETABLE PRODUCTS’ in 2020 and the equivalent ad valorem tariffs applied by Pakistan on the 
products in this group were ranging from 0.0 percent to 14.0 percent. The said products contributed 44.1 
percent to the total imports of Pakistan from Sri Lanka in 2020.  

 � Five of the top 25 import products of Pakistan from Sri Lanka at HS-06 level belonged to the commodity 
group ‘PLASTICS AND ARTICLES THEREOF; RUBBER AND ARTICLES THEREOF’ in 2020 and the equivalent 
ad valorem tariffs applied by Pakistan on the products in this group were ranging from 0.0 percent to 9.0 
percent. The said products contributed 17.8 percent to the total imports of Pakistan from Sri Lanka in 2020.  

Top Imports – Growth Rate Method

Table 15 lists Pakistan’s top 25 imports from Sri Lanka at HS-06 level, sorted in descending order according to 
the CAGR for the 2005-2020 period. This table indicates which products showed the highest growth under the 
PSLFTA. 



Third Review of the Pakistan-Sri Lanka Free Trade Agreement 27

Pakistan’s imports of ‘Beauty or make-up …’ (HS-330499), ‘Solid or cushion tyres …’ (HS-401290) and ‘Plugs and 
sockets …’ (HS-853669) from Sri Lanka had CAGRs of 42.4 percent, 36.6 percent and 33.1 percent, respectively, 
for the 2005-2020 period. 

Table 15: Pakistan’s Top 25 Import Products from Sri Lanka at HS-06 Level (2005-2020) - Growth Rate 
Method

HS 
Code

Product label

Pakistan’s Imports 
from Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Imports 
from Sri 
Lanka 
2020

Equivalent Ad Valorem Tariff (%)  
Applied by Pakistan

2005 2020
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TOTAL All products 59,177.00 71,244.00 9.71 -1.82 1.24 100.00 - - - - - -

330499

Beauty or make-
up preparations 
and preparations 
for the care of the 
skin (other than 
medicaments), ...

1.00 200.00 1,150.00 91.09 42.36 0.28 9 20 20 7 20 5

401290

Solid or 
cushion tyres, 
interchangeable 
tyre treads and 
tyre flaps, of 
rubber

1.00 107.00 -67.58 -14.48 36.55 0.15 30 30 30 30 30 0

853669

Plugs and sockets 
for a voltage 
<= 1.000 V 
(excluding lamp 
holders)

1.00 73.00 -16.09 2.94 33.11 0.10 8 12 12 10 12 0

401511

Surgical gloves, 
of vulcanised 
rubber (excluding 
fingerstalls)

25.00 1,487.00 -6.54 -5.98 31.31 2.09 20 20 20 20 20 0

540233

Textured filament 
yarn of polyester 
(excluding that 
put up for retail 
sale)

2.00 43.00 514.29 - 22.70 0.06 11 11 11 11 11 5

401693

Gaskets, washers 
and other seals, 
of vulcanised 
rubber (excluding 
hard rubber and 
those of ...

2.00 42.00 -31.15 3.22 22.50 0.06 9 15 15 12 15 0

382319

Fatty acids, 
industrial, 
monocarboxylic; 
acid oils 
from refining 
(excluding stearic 
acid, oleic ...

15.00 301.00 10.26 -8.85 22.13 0.42 13 15 15 9 12 0

330510 Shampoos 2.00 37.00 825.00 -29.41 21.47 0.05 17 20 20 20 20 10

871690

Parts of trailers 
and semi-trailers 
and other vehicles 
not mechanically 
propelled, n.e.s.

2.00 29.00 - - 19.52 0.04 35 35 35 35 35 35
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HS 
Code

Product label

Pakistan’s Imports 
from Sri Lanka  
(US$, Thousands) Change 

(%) 
2019-
2020

CAGR 
(%) 

2016-
2020

CAGR 
(%) 

2005-
2020

Share 
(%) in 

Pakistan’s 
Imports 
from Sri 
Lanka 
2020

Equivalent Ad Valorem Tariff (%)  
Applied by Pakistan

2005 2020
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490199

Printed books, 
brochures 
and similar 
printed matter 
(excluding those 
in single sheets; 
dictionaries, ...

1.00 14.00 - - 19.24 0.02 2 3 3 2 3 0

401120

New pneumatic 
tyres, of rubber, 
of a kind used for 
buses and lorries 
(excluding typres 
with ...

73.00 1,015.00 216.20 84.81 19.18 1.42 8 10 10 10 10 9

853650

Switches for a 
voltage <= 1.000 
V (excluding 
relays and 
automatic circuit 
breakers)

3.00 39.00 0.00 5.91 18.65 0.05 27 29 29 28 29 29

400300

Reclaimed rubber 
in primary forms 
or in plates, 
sheets or strip

8.00 73.00 37.74 17.73 15.88 0.10 0 3 3 0 3 0

841391 Parts of pumps 
for liquids, n.e.s. 1.00 6.00 - - 12.69 0.01 9 13 13 11 13 13

540231

Textured filament 
yarn of nylon or 
other polyamides, 
with a linear 
density of <= 50 
tex per ...

15.00 87.00 33.85 104.24 12.43 0.12 5 11 11 0 11 0

140490 Vegetable 
products n.e.s 5,221.00 23,386.00 13.00 5.88 10.51 32.83 26 31 34 1 34 14

890800
Vessels and other 
floating structures 
for breaking up

1,709.00 7,642.00 - 30.38 10.50 10.73 N/A N/A N/A 0 3 0

481920

Folding cartons, 
boxes and cases, 
of non-corrugated 
paper or 
paperboard

8.00 34.00 -67.31 -28.89 10.13 0.05 20 20 20 20 20 0

731815

Threaded screws 
and bolts, of iron 
or steel, whether 
or not with their 
nuts and washers 
(excluding ...

1.00 4.00 - - 9.68 0.01 17 19 19 17 19 0

380210

Activated carbon 
(excluding 
medicaments 
or deodorant 
products for 
fridges, vehicles 
etc., put ...

19.00 68.00 -38.74 -17.53 8.87 0.10 5 11 11 10 11 0

210690
Food 
preparations, 
n.e.s.

5.00 11.00 266.67 16.36 5.40 0.02 19 20 20 5 20 0
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HS 
Code

Product label
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(US$, Thousands) Change 

(%) 
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CAGR 
(%) 

2016-
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CAGR 
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Share 
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2020
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Applied by Pakistan

2005 2020
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530810 Coconut “coir” 
yarn 226.00 454.00 -27.48 -4.55 4.76 0.64 5 N/A 11 N/A 11 0

401150

New pneumatic 
tyres, of rubber, 
of a kind used for 
bicycles

2.00 4.00 -66.67 - 4.73 0.01 20 20 20 20 20 20

121190

Plants, parts 
of plants, incl. 
seeds and fruits, 
used primarily 
in perfumery, in 
pharmacy or ...

14.00 27.00 - 4.09 4.48 0.04 3 2 3 0 3 0

400400

Waste, parings 
and scrap of 
soft rubber and 
powders and 
granules obtained 
therefrom

47.00 88.00 -27.87 3.73 4.27 0.12 5 15 17 8 17 0

Source: ITC, Trade Map 

Key Findings

 � Four of the top 25 import products, with the highest import growths, of Pakistan from Sri Lanka at HS-06 
level belonged to the commodity group ‘PRODUCTS OF THE CHEMICAL OR ALLIED INDUSTRIES’ in 2020 
and the equivalent ad valorem tariffs applied by Pakistan on the products in this group were ranging from 
0.0 percent to 10.0 percent. The said products contributed only 0.9 percent to the total imports of Pakistan 
from Sri Lanka in 2020.  

 � Seven of the top 25 import products, with highest import growths, of Pakistan from Sri Lanka at HS-06 
level belonged to the commodity group ‘PLASTICS AND ARTICLES THEREOF; RUBBER AND ARTICLES 
THEREOF’ in 2020 and the equivalent ad valorem tariffs applied by Pakistan on the products in this group 
were ranging from 0.0 to 20.0 percent. The said products contributed only 4.0 percent to total imports of 
Pakistan from Sri Lanka in 2020.   
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TRADE 
COMPLEMENTARITY

Trade Complementarity 
Trade Complementarity index shows the extent to which the export profile of the exporter complements 
the import profile of the partner. A high index number would indicate that the exporter would stand to 
gain from increased trade.  

The figure below shows that Pakistan’s exports match Sri Lanka’s imports more closely relative to Sri 
Lanka’s exports with Pakistan’s imports for the 2016-2020 period. Trade complementarity of Pakistan’s 
exports to Sri Lanka increased from 26.8 percent to 27.9 percent while the trade complementarity of Sri 
Lanka’s exports to Pakistan increased from 22.7 percent to 24.2 percent for the said period. This might 
imply that Sri Lanka has an opportunity to reduce its trade deficit with Pakistan under PSLFTA.  

Figure 2: Trade Complementarity Index - Pakistan and Sri Lanka (2016-2020) 

 
Source: ITC, Trade Map  

Trade Potential  
The indicative trade potential is calculated by subtracting ‘exporter country’s exports to the importer 
country’ from either ‘exporter country’s global exports’ or ‘importer country’s global imports’ depending 
on which value is lower among the two. This accurately takes into account the domestic demand of the 
importer country and matches it with exporter country’s global exports to derive the country specific 
bilateral export potential between the exporter and importer countries. This is however a theoretical 
number which does not take into account consumer preferences or distance between the two countries. 

The intensive margin of exports is defined as the opportunities for the growth of exports in goods that are 
already being exported whereas the extensive margin of exports is the opportunity for growth of exports 
in new categories. 

The top 25 potential export products for both Pakistan and Sri Lanka at HS-06 level were selected for this 
analysis.  
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Trade Complementarity index shows the extent to which the export profile of the exporter complements the 
import profile of the partner. A high index number would indicate that the exporter would stand to gain from 
increased trade. 

The figure below shows that Pakistan’s exports match Sri Lanka’s imports more closely relative to Sri Lanka’s 
exports with Pakistan’s imports for the 2016-2020 period. Trade complementarity of Pakistan’s exports to Sri 
Lanka increased from 26.8 percent to 27.9 percent while the trade complementarity of Sri Lanka’s exports to 
Pakistan increased from 22.7 percent to 24.2 percent for the said period. This might imply that Sri Lanka has an 
opportunity to reduce its trade deficit with Pakistan under PSLFTA. 

Figure 2: Trade Complementarity Index - Pakistan and Sri Lanka (2016-2020)

Source: ITC, Trade Map 

Trade Complementarity 
Trade Complementarity index shows the extent to which the export profile of the exporter complements 
the import profile of the partner. A high index number would indicate that the exporter would stand to 
gain from increased trade.  

The figure below shows that Pakistan’s exports match Sri Lanka’s imports more closely relative to Sri 
Lanka’s exports with Pakistan’s imports for the 2016-2020 period. Trade complementarity of Pakistan’s 
exports to Sri Lanka increased from 26.8 percent to 27.9 percent while the trade complementarity of Sri 
Lanka’s exports to Pakistan increased from 22.7 percent to 24.2 percent for the said period. This might 
imply that Sri Lanka has an opportunity to reduce its trade deficit with Pakistan under PSLFTA.  

Figure 2: Trade Complementarity Index - Pakistan and Sri Lanka (2016-2020) 

 
Source: ITC, Trade Map  

Trade Potential  
The indicative trade potential is calculated by subtracting ‘exporter country’s exports to the importer 
country’ from either ‘exporter country’s global exports’ or ‘importer country’s global imports’ depending 
on which value is lower among the two. This accurately takes into account the domestic demand of the 
importer country and matches it with exporter country’s global exports to derive the country specific 
bilateral export potential between the exporter and importer countries. This is however a theoretical 
number which does not take into account consumer preferences or distance between the two countries. 

The intensive margin of exports is defined as the opportunities for the growth of exports in goods that are 
already being exported whereas the extensive margin of exports is the opportunity for growth of exports 
in new categories. 

The top 25 potential export products for both Pakistan and Sri Lanka at HS-06 level were selected for this 
analysis.  
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TRADE 
POTENTIAL 
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The indicative trade potential is calculated by subtracting ‘exporter country’s exports to the importer country’ 
from either ‘exporter country’s global exports’ or ‘importer country’s global imports’ depending on which value 
is lower among the two. This accurately takes into account the domestic demand of the importer country 
and matches it with exporter country’s global exports to derive the country specific bilateral export potential 
between the exporter and importer countries. This is however a theoretical number which does not take into 
account consumer preferences or distance between the two countries.

The intensive margin of exports is defined as the opportunities for the growth of exports in goods that are 
already being exported whereas the extensive margin of exports is the opportunity for growth of exports in new 
categories.

The top 25 potential export products for both Pakistan and Sri Lanka at HS-06 level were selected for this 
analysis. 

Pakistan’s Potential to Export to Sri Lanka

The table below shows the top 25 potential export products of Pakistan to Sri Lanka at HS-06 level in 2020. 
22 of the top 25 potential export products of Pakistan to Sri Lanka at HS-06 level have an intensive margin of 
exports implying that the said products are already being exported by Pakistan to Sri Lanka. In 2020, Pakistan’s 
export potential for the top 25 potential export products to Sri Lanka at HS-06 level was US$ 862.8 Million 
while the actual exports for these top 25 products was only US$ 116.7 Million.   

Pakistan does not have a disadvantage while exporting the top 25 potential export products to Sri Lanka at HS-
06 level as compared to India and Singapore who are also FTA partners of Sri Lanka. However, Sri Lanka applies 
equivalent ad valorem tariffs on 5 of the top 25 potential products from Pakistan and Pakistan may target such 
products in future tariff negotiations.

Table 16: Pakistan’s Top 25 Potential Export Products to Sri Lanka at HS-06 Level (2020)

HS 
Code

Product Label

*All Values in US$, Thousands Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri 
LankaPakistan’s 

Exports  
to Sri 
Lanka 
2020

Sri Lanka’s 
Imports  
from World 
2020

Pakistan’s 
Exports  
to World 
2020

Export  
Potential 
2020
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  Top 25 Products 116,722.00 1,462,834.00 1,891,859.00 862,847.00 - - -

252329 Portland cement (excluding white, 
whether or not artificially coloured) 29,715.00 170,171.00 143,724.00 114,009.00 0 0 0

252310 Cement clinkers 15,595.00 142,721.00 112,349.00 96,754.00 0 0 0

300490
Medicaments consisting of mixed or 
unmixed products for therapeutic or 
prophylactic purposes, …

9,785.00 384,636.00 105,609.00 95,824.00 0 0 0

070310 Fresh or chilled onions and shallots 22,989.00 111,705.00 124,029.00 88,716.00 17 17 17

210690 Food preparations, n.e.s. 22.00 50,006.00 48,692.00 48,670.00 13 14 13

901890
Instruments and appliances used 
in medical, surgical or veterinary 
sciences, n.e.s.

90.00 48,597.00 361,298.00 48,507.00 0 0 0

521142
Denim, containing predominantly, 
but < 85% cotton by weight, mixed 
principally or solely with …

4,149.00 37,684.00 88,107.00 33,535.00 0 0 0

520839
Woven fabrics of cotton, containing 
>= 85% cotton by weight and 
weighing <= 200 g/m², dyed …

1,931.00 32,320.00 32,433.00 30,389.00 0 0 0
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HS 
Code

Product Label

*All Values in US$, Thousands Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri 
LankaPakistan’s 

Exports  
to Sri 
Lanka 
2020

Sri Lanka’s 
Imports  
from World 
2020

Pakistan’s 
Exports  
to World 
2020

Export  
Potential 
2020
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551219
Woven fabrics containing >= 85% 
polyester staple fibres by weight, 
dyed, made of yarn of different …

2.00 103,520.00 29,239.00 29,237.00 0 0 0

520522
Single cotton yarn, of combed fibres, 
containing >= 85% cotton by weight 
and with a linear …

441.00 25,365.00 42,817.00 24,924.00 0 0 0

520942
Denim, containing >= 85% cotton 
by weight and weighing > 200 g/m², 
made of yarn of different …

9,759.00 33,361.00 388,252.00 23,602.00 0 0 0

630790 Made-up articles of textile materials, 
incl. dress patterns, n.e.s. 85.00 23,275.00 28,849.00 23,190.00 0 0 0

841451
Table, floor, wall, window, ceiling or 
roof fans, with a self-contained electric 
motor of an …

142.00 21,461.00 24,868.00 21,319.00 0 0 0

070190 Fresh or chilled potatoes (excluding 
seed) 18,839.00 39,895.00 68,403.00 21,056.00 30 30 30

390110 Polyethylene with a specific gravity of 
< 0,94, in primary forms 101.00 62,723.00 20,625.00 20,524.00 0 0 0

481159
Paper and paperboard, surface-
coloured, surface-decorated or 
printed, coated, impregnated or …

485.00 18,067.00 30,385.00 17,582.00 0 15 0

721049
Flat-rolled products of iron or non-
alloy steel, of a width of >= 600 mm, 
hot-rolled or cold-rolled …

411.00 17,745.00 40,650.00 17,334.00 12 12 12

850710
Lead-acid accumulators of a kind used 
for starting piston engine “starter 
batteries” (excluding …

0.00 16,466.00 25,549.00 16,466.00 34 34 34

521021
Plain woven fabrics of cotton, 
containing predominantly, but < 85% 
cotton by weight, mixed …

394.00 16,326.00 84,084.00 15,932.00 0 0 0

300420
Medicaments containing antibiotics, 
put up in measured doses “incl. those 
in the form of transdermal …

1,408.00 20,261.00 16,420.00 15,012.00 0 0 0

760120 Unwrought aluminium alloys
0.00

13,348.00 17,370.00 13,348.00 0 0 0

870192
Tractors, of an engine power > 18 kW 
but <= 37 kW (excl. those of heading 
8709, pedestrian-controlled …

51.00 35,639.00 12,333.00 12,282.00 N/A N/A N/A

520523
Single cotton yarn, of combed fibres, 
containing >= 85% cotton by weight 
and with a linear …

46.00 13,817.00 12,233.00 12,187.00 0 N/A 0

392490
Household articles and toilet articles, 
of plastics (excluding tableware, 
kitchenware, baths, …

0.00
12,304.00 11,309.00 11,309.00 0 15 0

521019
Woven fabrics of cotton, containing 
predominantly, but < 85% cotton by 
weight, mixed principally …

282.00 11,421.00 22,232.00 11,139.00 0 0 0

Source: ITC, Trade Map 
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Sri Lanka’s Potential to Export to Pakistan

Table 17 shows the top 25 potential export products of Sri Lanka to Pakistan at HS-06 level in 2020. 13 of the 
top 25 potential export products of Sri Lanka to Pakistan at HS-06 level have an intensive margin of exports 
implying that the said products are already being exported by Sri Lanka to Pakistan. In 2020, Sri Lanka’s export 
potential for the top 25 potential export products to Pakistan at HS-06 level was US$ 1.1 Billion while the actual 
exports were only US$ 6.1 Million.     

Sri Lanka has a disadvantage while exporting only two of the top 25 potential export products to Pakistan at 
HS-06 level as compared to other FTA and PTA partners of Pakistan. However, Pakistan applies equivalent ad 
valorem tariffs on 5 of the top 25 potential products from Sri Lanka and Sri Lanka may target such products in 
future tariff negotiations.  

Table 17: Sri Lanka’s Top 25 Potential Export Products to Pakistan at HS-06 Level (2020)

HS 
Code

Product Label

*All Values in US$, Thousands Equivalent Ad Valorem Tariff (%)  
Applied by Pakistan

Sri Lanka’s 
Exports  
to 
Pakistan 
2020

Pakistan’s 
Imports  
from World 
2020

Sri Lanka’s 
Exports  
to World 
2020

Export  
Potential 
2020
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  Top 25 Products 6,136.00 1,545,476.00 1,771,732.00 1,099,633.00 - - - - - -

090240

Black fermented tea 
and partly fermented 
tea, whether or 
not flavoured, in 
immediate packings 
…

544.00 572,672.00 717,827.00 572,128.00 5 10 0 0 5 11

230990

Preparations of a 
kind used in animal 
feeding (excluding 
dog or cat food put 
up for retail ...

0.00 64,087.00 85,308.00 64,087.00 16 18 20 0 20 0

210690 Food preparations, 
n.e.s. 50.00 60,866.00 67,384.00 60,816.00 19 20 20 5 20 0

853890

Parts suitable for use 
solely or principally 
with the apparatus of 
heading 8535, 8536 
or 8537, ...

2.00 35,327.00 62,151.00 35,325.00 8 10 10 8 10 0

550410

Staple fibres of 
viscose rayon, not 
carded, combed or 
otherwise processed 
for spinning

1,302.00 241,822.00 33,085.00 31,783.00 3 3 3 3 3 0

853710

Boards, cabinets and 
similar combinations 
of apparatus for 
electric control or the 
distribution ...

0.00 83,973.00 30,201.00 30,201.00 30 30 30 30 30 0

090411
Pepper of the genus 
Piper, neither crushed 
nor ground

66.00 28,047.00 51,435.00 27,981.00 0 3 3 1 1 0

630790
Made-up articles of 
textile materials, incl. 
dress patterns, n.e.s.

0.00 26,152.00 165,400.00 26,152.00 20 20 20 20 20 0

401699
Articles of vulcanised 
rubber (excluding 
hard rubber), n.e.s.

0.00 23,857.00 73,883.00 23,857.00 26 27 27 25 26 21
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HS 
Code
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*All Values in US$, Thousands Equivalent Ad Valorem Tariff (%)  
Applied by Pakistan
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071340
Dried, shelled lentils, 
whether or not 
skinned or split

0.00 103,669.00 20,711.00 20,711.00 3 2 3 0 3 0

550490

Artificial staple 
fibres, not carded, 
combed or otherwise 
processed for 
spinning (excluding ...

3,075.00 34,964.00 23,534.00 20,459.00 3 3 3 3 3 0

950300

Tricycles, scooters, 
pedal cars and similar 
wheeled toys; dolls’ 
carriages; dolls; other 
toys; ...

0.00 24,965.00 20,213.00 20,213.00 10 13 7 10 13 0

151620

Vegetable fats 
and oils and their 
fractions, partly or 
wholly hydrogenated, 
inter-esterified, ...

0.00 17,871.00 17,853.00 17,853.00 5 5 5 5 5 5

903180

Instruments, 
appliances and 
machines for 
measuring or 
checking, not 
elsewhere specified 
in ...

16.00 17,715.00 37,800.00 17,699.00 0 3 3 0 3 0

701090

Carboys, bottles, 
flasks, jars, pots, 
phials and other 
containers, of glass, 
of a kind used ...

176.00 14,233.00 14,060.00 13,884.00 12 20 20 5 20 0

691110

Tableware and 
kitchenware, of 
porcelain or china 
(excluding ornamental 
articles, pots, jars, ...

0.00 13,847.00 14,517.00 13,847.00 20 20 20 20 20 16

854449

Electric conductors, 
for a voltage <= 
1.000 V, insulated, 
not fitted with 
connectors, n.e.s.

0.00 42,748.00 13,524.00 13,524.00 15 17 17 15 17 17

401519

Gloves, mittens and 
mitts, of vulcanised 
rubber (excluding 
surgical gloves)

313.00 13,487.00 193,616.00 13,174.00 5 20 20 5 16 0

843149
Parts of machinery of 
heading 8426, 8429 
and 8430, n.e.s.

0.00 29,444.00 12,928.00 12,928.00 0 3 3 0 3 0

401693

Gaskets, washers 
and other seals, of 
vulcanised rubber 
(excluding hard 
rubber and those 
of ...

0.00 12,797.00 14,075.00 12,797.00 9 15 15 12 15 0

470790

Recovered “waste 
and scrap” paper 
or paperboard, incl. 
unsorted waste and 
scrap (excluding ...

260.00 32,537.00 11,856.00 11,596.00 8 8 12 5 12 0
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Potential 
2020
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843049

Boring or sinking 
machinery for boring 
earth or extracting 
minerals or ores, not 
self-propelled ...

0.00 9,930.00 10,575.00 9,930.00 0 3 3 0 3 0

090710

Cloves, whole fruit, 
cloves and stems, 
neither crushed nor 
ground

10.00 9,909.00 15,872.00 9,899.00 3 3 3 0 0 0

842230

Machinery for filling, 
closing, sealing or 
labelling bottles, 
cans, boxes, bags or 
other containers; ...

12.00 21,351.00 9,905.00 9,893.00 0 3 3 0 3 0

401180

New pneumatic tyres, 
of rubber, of a kind 
used on construction, 
mining or industrial 
handling ...

310.00 9,206.00 54,019.00 8,896.00 N/A N/A N/A N/A N/A N/A

Source: ITC, Trade Map   
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INDUSTRY 
ANALYSIS

Figure 3: Pakistan’s Trade in Textiles with the World (2016-2020) 

 
Source: ITC, Trade Map  

The table below lists Pakistan’s top 10 textile exports to Sri Lanka at HS-06 level in 2020. Pakistan’s textile 
exports to Sri Lanka constitute a mere 0.8 percent of its global textile exports.  

Pakistan’s export of ‘Dyed cotton fabrics …’ (HS-600622) to Sri Lanka has the largest share, amounting to 
58.4 percent of Pakistan’s global export of the said product in 2020.    

Table 18: Pakistan’s Top 10 Textile Exports to Sri Lanka at HS-06 Level (2020) 

HS Code Product Label 

*All Values in US$, 
Thousands 

Share (%) of 
Textile Exports to 

Sri Lanka in 
Pakistan’s Global 

Textile Exports 
2020 

Pakistan’s 
Exports to 
World 2020 

Pakistan’s 
Exports to 
Sri Lanka 
2020 

Total Textiles 13,105,236.00 98,013.00 0.75 

520932 Woven fabrics of cotton, containing >= 85% cotton by weight and 
weighing > 200 g/m², in three-thread ... 83,622.00 20,070.00 24.00 

600622 Dyed cotton fabrics, knitted or crocheted, of a width of > 30 cm 
(excluding warp knit fabrics ... 17,490.00 10,213.00 58.39 

520942 Denim, containing >= 85% cotton by weight and weighing > 200 g/m², 
made of yarn of different ... 388,252.00 9,759.00 2.51 

520922 Woven fabrics of cotton, containing >= 85% cotton by weight and 
weighing > 200 g/m², in three-thread ... 27,225.00 5,188.00 19.06 

521142 Denim, containing predominantly, but < 85% cotton by weight, mixed 
principally or solely with ... 88,107.00 4,149.00 4.71 

630239 Bedlinen of textile materials (excluding of cotton and man-made fibres, 
printed, knitted or ... 636,722.00 3,938.00 0.62 

600690 Fabrics, knitted or crocheted, of a width of > 30 cm (excluding of man-
made fibres, cotton, ... 9,692.00 3,325.00 34.31 

630231 Bedlinen of cotton (excluding printed, knitted or crocheted) 923,831.00 3,214.00 0.35 

520512 Single cotton yarn, of uncombed fibres, containing >= 85% cotton by 
weight and with a linear ... 524,512.00 2,503.00 0.48 

521031 Plain woven fabrics of cotton, containing predominantly, but < 85% 
cotton by weight, mixed ... 45,796.00 2,339.00 5.11 

Source: ITC, Trade Map  

12 13 14 14 13

3 4 4
3 3

9 9 10
11

10

0
2
4
6
8

10
12
14
16

2016 2017 2018 2019 2020

US
$,

 B
ill

io
ns

Pakistan's Trade in Textiles

Exports Imports Trade Balance



Third Review of the Pakistan-Sri Lanka Free Trade Agreement 39

Pakistan's Texti le Industry
According to the analysis of (Memon et al., 2020), the textile industry of Pakistan is a major driver of economic 
growth as it constitutes 57.0 percent of Pakistan’s global exports. In the past, textile manufacturing has been 
considered the essence of the nation for creating jobs and export earnings. In terms of creating jobs, the sector 
ranked 2nd in Pakistan and ranked 8th in the Asian region for selling textile goods abroad. It constituted 8.5 
percent of the total GDP of the country and it employed around 15.0 million people in 2020.   

At the time of independence of Pakistan, the number of textile plants was only 3 which had increased to over 
600 by 2017. Pakistan ranks 4th in cotton production globally and 3rd in use of cotton. 

Pakistan is still lacking from its potential as its contribution to global exports is 1.1 percent only in contrast to 
Bangladesh’s share of 7.7 percent. Reason for this setback is the absence of Pakistan from the of high-value 
items which mostly include man-made fiber products. Furthermore, the textile export markets of Pakistan are 
concentrated and 88.0 percent of the total textile shipments are sent to the EU and the US. Pakistan ranked 
17th in textile exports and its global share was only 1.1 percent in 2017.  

Figure 3 below shows Pakistan’s trade in the textile sector with the world for the 2016-2020 period. The trade 
surplus increased from US$ 9.3 Billion to US$ 9.8 Billion in the said period. 

Pakistan’s exports of textile products reached a peak of US$ 13.7 Billion in 2019, after which they declined 
to US$ 13.1 Billion in 2020. The decline for the 2019-2020 period can be attributed, at least partially, to the 
Covid-19 pandemic. 

On the other hand, Pakistan’s imports of textile products increased till 2018, decreasing to US$ 2.9 Billion in 
2019. Textile imports then rose to US$ 3.3 Billion in 2020 and the rise may be attributed to the increased prices 
of textiles. 

Figure 3: Pakistan’s Trade in Textiles with the World (2016-2020)

Source: ITC, Trade Map 

Table 18 lists Pakistan’s top 10 textile exports to Sri Lanka at HS-06 level in 2020. Pakistan’s textile exports to 
Sri Lanka constitute a mere 0.8 percent of its global textile exports. 

Pakistan’s export of ‘Dyed cotton fabrics …’ (HS-600622) to Sri Lanka has the largest share, amounting to 58.4 
percent of Pakistan’s global export of the said product in 2020.   
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exports to Sri Lanka constitute a mere 0.8 percent of its global textile exports.  

Pakistan’s export of ‘Dyed cotton fabrics …’ (HS-600622) to Sri Lanka has the largest share, amounting to 
58.4 percent of Pakistan’s global export of the said product in 2020.    

Table 18: Pakistan’s Top 10 Textile Exports to Sri Lanka at HS-06 Level (2020) 

HS Code Product Label 

*All Values in US$, 
Thousands 

Share (%) of 
Textile Exports to 

Sri Lanka in 
Pakistan’s Global 

Textile Exports 
2020 

Pakistan’s 
Exports to 
World 2020 

Pakistan’s 
Exports to 
Sri Lanka 
2020 

Total Textiles 13,105,236.00 98,013.00 0.75 

520932 Woven fabrics of cotton, containing >= 85% cotton by weight and 
weighing > 200 g/m², in three-thread ... 83,622.00 20,070.00 24.00 

600622 Dyed cotton fabrics, knitted or crocheted, of a width of > 30 cm 
(excluding warp knit fabrics ... 17,490.00 10,213.00 58.39 

520942 Denim, containing >= 85% cotton by weight and weighing > 200 g/m², 
made of yarn of different ... 388,252.00 9,759.00 2.51 

520922 Woven fabrics of cotton, containing >= 85% cotton by weight and 
weighing > 200 g/m², in three-thread ... 27,225.00 5,188.00 19.06 

521142 Denim, containing predominantly, but < 85% cotton by weight, mixed 
principally or solely with ... 88,107.00 4,149.00 4.71 

630239 Bedlinen of textile materials (excluding of cotton and man-made fibres, 
printed, knitted or ... 636,722.00 3,938.00 0.62 

600690 Fabrics, knitted or crocheted, of a width of > 30 cm (excluding of man-
made fibres, cotton, ... 9,692.00 3,325.00 34.31 

630231 Bedlinen of cotton (excluding printed, knitted or crocheted) 923,831.00 3,214.00 0.35 

520512 Single cotton yarn, of uncombed fibres, containing >= 85% cotton by 
weight and with a linear ... 524,512.00 2,503.00 0.48 

521031 Plain woven fabrics of cotton, containing predominantly, but < 85% 
cotton by weight, mixed ... 45,796.00 2,339.00 5.11 

Source: ITC, Trade Map  
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Table 18: Pakistan’s Top 10 Textile Exports to Sri Lanka at HS-06 Level (2020)

HS 
Code

Product Label

*All Values in US$, Thousands Share (%) of 
Textile Exports 
to Sri Lanka in 

Pakistan’s Global 
Textile Exports 

2020

Pakistan’s 
Exports to 
World 2020

Pakistan’s 
Exports to Sri 
Lanka 2020

Total Textiles 13,105,236.00 98,013.00 0.75

520932 Woven fabrics of cotton, containing >= 85% cotton by weight 
and weighing > 200 g/m², in three-thread ... 83,622.00 20,070.00 24.00

600622 Dyed cotton fabrics, knitted or crocheted, of a width of > 30 
cm (excluding warp knit fabrics ... 17,490.00 10,213.00 58.39

520942 Denim, containing >= 85% cotton by weight and weighing > 
200 g/m², made of yarn of different ... 388,252.00 9,759.00 2.51

520922 Woven fabrics of cotton, containing >= 85% cotton by weight 
and weighing > 200 g/m², in three-thread ... 27,225.00 5,188.00 19.06

521142 Denim, containing predominantly, but < 85% cotton by weight, 
mixed principally or solely with ... 88,107.00 4,149.00 4.71

630239 Bedlinen of textile materials (excluding of cotton and man-
made fibres, printed, knitted or ... 636,722.00 3,938.00 0.62

600690 Fabrics, knitted or crocheted, of a width of > 30 cm (excluding 
of man-made fibres, cotton, ... 9,692.00 3,325.00 34.31

630231 Bedlinen of cotton (excluding printed, knitted or crocheted) 923,831.00 3,214.00 0.35

520512 Single cotton yarn, of uncombed fibres, containing >= 85% 
cotton by weight and with a linear ... 524,512.00 2,503.00 0.48

521031 Plain woven fabrics of cotton, containing predominantly, but < 
85% cotton by weight, mixed ... 45,796.00 2,339.00 5.11

Source: ITC, Trade Map 

Pakistan’s Potential to Export Textile Goods to Sri Lanka

It can be seen from table 16 in the previous chapter that Pakistan holds a potential to increase its exports of 
textile products to Sri Lanka. This subsection provides a brief analysis of Pakistan’s potential textile exports to 
Sri Lanka.    

Table 19 shows the top 25 potential textile export products of Pakistan to Sri Lanka at HS-06 level in 2020. 22 
of the top 25 potential textile export products of Pakistan to Sri Lanka at HS-06 level have an intensive margin of 
exports implying that the said products are already being exported by Pakistan to Sri Lanka. In 2020, Pakistan’s 
export potential for the textile products to Sri Lanka at HS-06 level was US$ 2.4 Billion while the actual exports 
were only US$ 98.0 Million. 

Twelve of the top 25 potential textile export products of Pakistan to Sri Lanka at HS-06 level consist of ‘Cotton’ 
(HS-52). Pakistan’s combined intensive margin for exporting the said products to Sri Lanka was US$ 188.6 
Million while the actual exports were only US$ 19.9 Million in 2020. 

Five of the top 25 potential textile export products of Pakistan to Sri Lanka at HS-06 level consist of ‘Man-made 
staple fibres’ (HS-55). Pakistan’s combined export potential for exporting the said products to Sri Lanka was US$ 
58.8 Million while the actual exports were only US$ 768,000/- in 2020. 

Pakistan does not have a disadvantage while exporting the top 25 potential textile export products to Sri Lanka 
at HS-06 level as compared to India and Singapore who are also FTA partners of Sri Lanka. This is because Sri 
Lanka does not apply any equivalent ad valorem tariffs on the top 25 potential textile export products from 
Pakistan at HS-06 level.
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Table 19: Pakistan’s Top 25 Potential Textile Exports to Sri Lanka at HS-06 Level (2020)

HS 
Code

Product Label

*All Values in US$, Thousands Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri 
LankaPakistan’s 

Exports  
to Sri 
Lanka 
2020

Sri Lanka’s 
Imports  
from World 
2020

Pakistan’s 
Exports  
to World 2020

Export  
Potential 
2020
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n

Total Textiles 98,013.00 2,487,320.00 13,105,236.00 2,389,307.00 - - -

521142

Denim, containing 
predominantly, but < 85% 
cotton by weight, mixed 
principally or solely with ...

4,149.00 37,684.00 88,107.00 33,535.00 0 0 0

520839

Woven fabrics of cotton, 
containing >= 85% cotton by 
weight and weighing <= 200 g/
m², dyed ...

1,931.00 32,320.00 32,433.00 30,389.00 0 0 0

551219

Woven fabrics containing >= 
85% polyester staple fibres by 
weight, dyed, made of yarn of 
different ...

2.00 103,520.00 29,239.00 29,237.00 0 0 0

520522

Single cotton yarn, of combed 
fibres, containing >= 85% 
cotton by weight and with a 
linear ...

441.00 25,365.00 42,817.00 24,924.00 0 0 0

520942

Denim, containing >= 85% 
cotton by weight and weighing 
> 200 g/m², made of yarn of 
different ...

9,759.00 33,361.00 388,252.00 23,602.00 0 0 0

630790
Made-up articles of textile 
materials, incl. dress patterns, 
n.e.s.

85.00 23,275.00 28,849.00 23,190.00 0 0 0

521021

Plain woven fabrics of cotton, 
containing predominantly, 
but < 85% cotton by weight, 
mixed ...

394.00 16,326.00 84,084.00 15,932.00 0 0 0

520523

Single cotton yarn, of combed 
fibres, containing >= 85% 
cotton by weight and with a 
linear ...

46.00 13,817.00 12,233.00 12,187.00 0 N/A 0

521019

Woven fabrics of cotton, 
containing predominantly, but 
< 85% cotton by weight, mixed 
principally ...

282.00 11,421.00 22,232.00 11,139.00 0 0 0

551311

Plain woven fabrics containing 
predominantly, but < 85% 
polyester staple fibres by 
weight, ...

400.00 10,993.00 14,367.00 10,593.00 0 0 0

520939

Woven fabrics of cotton, 
containing >= 85% cotton by 
weight and weighing > 200 g/
m², dyed (excluding ...

2,073.00 75,310.00 12,401.00 10,328.00 0 0 0

551511

Woven fabrics containing 
predominantly, but < 85% 
polyester staple fibres by 
weight, mixed ...

0.00 31,779.00 8,692.00 8,692.00 0 0 0

520829

Woven fabrics of cotton, 
containing >= 85% cotton by 
weight and weighing <= 200 g/
m², bleached ...

323.00 8,464.00 9,908.00 8,141.00 0 0 0



Third Review of the Pakistan-Sri Lanka Free Trade Agreement 42

HS 
Code

Product Label

*All Values in US$, Thousands Equivalent Ad 
Valorem Tariff (%)  

Applied by Sri 
LankaPakistan’s 

Exports  
to Sri 
Lanka 
2020

Sri Lanka’s 
Imports  
from World 
2020

Pakistan’s 
Exports  
to World 2020

Export  
Potential 
2020

In
d

ia

Si
ng

ap
o

re
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590320

Textile fabrics impregnated, 
coated, covered or laminated 
with polyurethane (excluding 
wallcoverings ...

0.00 15,461.00 7,534.00 7,534.00 0 1 0

520511

Single cotton yarn, of 
uncombed fibres, containing 
>= 85% cotton by weight and 
with a linear ...

229.00 7,643.00 131,092.00 7,414.00 0 0 0

600622

Dyed cotton fabrics, knitted or 
crocheted, of a width of > 30 
cm (excluding warp knit fabrics 
...

10,213.00 112,507.00 17,490.00 7,277.00 0 0 0

580710
Labels, badges and similar 
articles, of textile materials, in 
the piece, in strips or cut to ...

206.00 11,257.00 7,437.00 7,231.00 0 0 0

540752

Woven fabrics of yarn 
containing >= 85% by weight 
of textured polyester filaments, 
incl. monofilament ...

8.00 7,874.00 7,181.00 7,173.00 0 0 0

600690

Fabrics, knitted or crocheted, 
of a width of > 30 cm 
(excluding of man-made fibres, 
cotton, ...

3,325.00 142,354.00 9,692.00 6,367.00 0 0 0

520822

Plain woven fabrics of cotton, 
containing >= 85% cotton by 
weight and weighing > 100 g 
to 200 ...

79.00 6,377.00 35,048.00 6,298.00 0 0 0

611120
Babies’ garments and clothing 
accessories of cotton, knitted 
or crocheted (excluding hats)

6.00 6,005.00 29,052.00 5,999.00 0 0 0

611693

Gloves, mittens and mitts, 
of synthetic fibres, knitted 
or crocheted (excluding 
impregnated, ...

124.00 5,397.00 14,575.00 5,273.00 0 0 0

550953

Yarn containing predominantly, 
but < 85% polyester staple 
fibres by weight, mixed 
principally ...

366.00 8,210.00 5,636.00 5,270.00 0 N/A 0

551211

Woven fabrics containing >= 
85% polyester staple fibres 
by weight, unbleached or 
bleached

0.00 4,979.00 19,045.00 4,979.00 0 0 0

520959

Woven fabrics of cotton, 
containing >= 85% cotton by 
weight and weighing > 200 g/
m², printed ...

142.00 11,777.00 4,866.00 4,724.00 0 0 0

Source: ITC, Trade Map 

The sections below provide further details for high potential items such as ‘Denim …’ (HS-521142) and ‘Woven 
fabrics of cotton …’ (HS-520839) of Pakistan to Sri Lanka mentioned in Table 19 above. For the selected products, 
Pakistan had a potential of over US$ 30.0 Million for exporting them to Sri Lanka in 2020. Pakistan’s position in 
the Sri Lankan market regarding these products and competitors’ performances are also discussed.  
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Top Potential Item – ‘Denim …’ (HS-521142)

Under HS-08 level, this product includes only one tariff line which is ‘Denim, containing predominantly, but < 
85% cotton by weight, mixed principally or solely with …’ (HS-52114200). This tariff line is not included under 
the exclusion list provided by Sri Lanka under PSLFTA implying that Pakistan has been enjoying a preferential 
treatment on this product. ‘Denim …’ (HS-521142) is Pakistan’s 13th largest export to Sri Lanka and also the 
country’s potential export product with 7th highest potential to Sri Lanka. 

Competitor Analysis - ‘Denim …’ (HS-521142)

The table below lists Pakistan’s competitors of ‘Denim …’ (HS-521142) and Pakistan’s performance in the Sri 
Lankan market. 

Pakistan is the 3rd largest supplier of this product to Sri Lanka, behind China and India. China, India and Pakistan 
have market shares of 68.5 percent, 14.8 percent and 10.1 percent, respectively, for exporting the said product 
to Sri Lanka.  

Pakistan’s export of ‘Denim …’ (HS-521142) to Sri Lanka has a CAGR of 133.3 percent for the 2016-2020 period. 

Sri Lanka does not apply any tariffs while importing this product from either China, India or Pakistan. 

China has a clear advantage with respect to unit price while exporting ‘Denim …’ (HS-521142) to Sri Lanka and 
Pakistan has a very slight edge over India while exporting the same product to Sri Lanka. 

Table 20: HS-521142 - Pakistan and its Competitors

Ranking Exporters

Exports to  
Sri Lanka 
2020  
(US$, 
Thousands)

% Share in  
Sri Lanka’s 
 Imports 

2020

Change 
(%) 

2019-
2020

CAGR 
(%) 

2016-
2020

Unit Price  
(US$/Ton)

Average 
Tariff (%) 
Applied 

by 
Sri Lanka

Trade Agreement in Effect

  World 41,025.00 100.00 -20.04 0.12 - - -

1 China 28,088.00 68.47 -9.65 -3.53 5,301 0 APTA Member

2 India 6,071.00 14.80 -52.74 20.86 10,614 0 India-Sri Lanka Free Trade 
Agreement (ISLFTA)

3 Pakistan 4,149.00 10.11 4.12 133.32 10,611 0 Pakistan-Sri Lanka Free 
Trade Agreement (PSLFTA)

Source: ITC, Trade Map 

Figure 4 shows the trade trends of Sri Lanka’s imports of ‘Denim …’ (HS-521142) from Pakistan and its 
competitors for the 2016-2020 period.  

China’s export of ‘Denim …’ (HS-521142) to Sri Lanka declined by 13.4 percent for the 2016-2020 period. 
However, China was still the top global exporter of denim fabrics by 2017 according to (Memon, 2017). 

India’s export of ‘Denim …’ (HS-521142) to Sri Lanka increased by 113.4 percent in the 2016-2020 period. 
According to (Sharma & Dastagiri, 2021), ‘Cotton’ (HS-52) is one of the most important fiber crops grown in 
India and is more known for its trade value than other fiber crops like jute etc. However, India does not have 
a comparative advantage in ‘Cotton’ (HS-52) as import prices were seen to be more than export prices for the 
1991-2019 period. Furthermore, the export price growth rate of ‘Cotton’ (HS-52) was 5.0 percent and import 
price growth rate was 26.3 percent for the 1991-2019 period.  
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Pakistan’s export of ‘Denim …’ (HS-521142) to Sri Lanka showed a remarkable increase of 2,863.6 percent in the 
2016-2020 period. This change is not necessarily surprising since Pakistan was the 2nd largest global exporter 
of denim fabrics by 2017 as per the discussion of (Memon, 2017). Furthermore, Pakistan had already become 
a denim hub and was considered one of the top suppliers of good quality fabric to the world’s top brands by 
201518. 

Figure 4: Sri Lanka’s Imports of ‘Denim …’ (HS-521142) from Pakistan and its Competitors (2016-
2020)

Source: ITC, Trade Map 

Top Potential Item - ‘Woven fabrics of cotton …’ (HS-520839)

Under HS-08 level, this product includes only one tariff line which is ‘Woven fabrics of cotton, containing >= 
85% cotton by weight and weighing <= 200 g/m², dyed …’ (HS- 52083900). This tariff line is not included under 
the exclusion list provided by Sri Lanka under PSLFTA implying that Pakistan has been enjoying a preferential 
treatment on this product. ‘Woven fabrics of cotton …’ (HS-520839) is Pakistan’s 25th largest export to Sri Lanka 
and also the country’s potential export product with 8th highest potential to Sri Lanka.  

Competitor Analysis - ‘Woven fabrics of cotton …’ (HS-520839)

Table 21 lists Pakistan’s competitors of ‘Woven fabrics of cotton …’ (HS-520839) and Pakistan’s performance in 
the Sri Lankan market.

Pakistan is the 3rd largest supplier of this product to Sri Lanka, behind Thailand and China. Thailand, China and 
Pakistan have market shares of 39.3 percent, 30.6 percent and 21.2 percent, respectively, for exporting the said 
product to Sri Lanka.  

The negative CAGR for global export of ‘Woven fabrics of cotton …’ (HS-520839) to Sri Lanka for the 2016-
2020 period may imply a decreasing demand for the said product in Sri Lanka. However, the negative CAGRs for 
the said period may also be a result of the Covid-19 pandemic.  

Sri Lanka does not apply any tariffs while importing this product from Thailand, China and Pakistan. 

Thailand has an advantage with respect to unit price while exporting ‘Woven fabrics of cotton …’ (HS-520839) 
to Sri Lanka and Pakistan has a significant disadvantage as compared to Thailand and China while exporting the 
same product to Sri Lanka. 

18  https://www.fashionatingworld.com/new1-2/pakistan-s-denim-fabric-exports-second-only-to-china-s
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Table 21: HS-520839 - Pakistan and its Competitors 

Ranking Exporters 

Exports to  
Sri Lanka 
2020  
(US$, 
Thousands) 

% Share 
in  
Sri 

Lanka's 
 Imports 

2020 

Change 
(%) 

2019-
2020 

CAGR 
(%) 

2016-
2020 

Unit Price  
(US$/Ton) 

Average 
Tariff 
(%) 

Applied 
by 
Sri 

Lanka 

Trade Agreement in Effect 
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China India Pakistan

  World 9,104.00 100.00 -35.99 -15.60 - - - 
1 Thailand 3,581.00 39.33 -34.61 -9.38 8,997 0 No Agreement in Effect 
2 China  2,782.00 30.56 -33.78 -22.19 10,381 0 APTA Member 

3 Pakistan 1,931.00 21.21 -45.05 -4.05 33,877 0 Pakistan-Sri Lanka Free Trade Agreement 
(PSLFTA) 

Source: ITC, Trade Map  

The figure below shows the trade trends of Sri Lanka’s imports of ‘Woven fabrics of cotton …’ (HS-520839) 
from Pakistan and its competitors for the 2016-2020 period.   

Thailand’s export of ‘Woven fabrics of cotton …’ (HS-520839) to Sri Lanka declined by 32.5 percent for the 
2016-2020 period. The decline in the export value for the 2019-2020 period can partially be attributed to 
the Covid-19 pandemic.  

China’s export of ‘Woven fabrics of cotton …’ (HS-520839) to Sri Lanka declined by 63.3 percent for the 
2016-2020 period. The country remained the top exporter of ‘Woven fabrics of cotton …’ (HS-520839) to 
Sri Lanka for the 2016-18 period after which its exports fell below Thailand’s export value to Sri Lanka. 
However, the decline for the 2019-2020 period can’t be attributed completely to Covid-19 as China’s 
export value of the said product to Sri Lanka was already declining in the 2018-19 period. It should be 
noted that China was the top global exporter of ‘Woven fabrics of cotton …’ (HS-520839) in 2017 according 
to (Voora et al., 2020).  

Pakistan’s export of ‘Woven fabrics of cotton …’ (HS-520839) to Sri Lanka declined by 15.2 percent for the 
2016-2020 period. The decline in the export value for the 2019-2020 period can partially be attributed to 
the Covid-19 pandemic.   

Figure 5: Sri Lanka's Imports of 'Woven fabrics of cotton ...' (HS-520839) from Pakistan and its Competitors (2016-2020) 

 
Source: ITC, Trade Map  

Pakistan also had a significant potential for exporting various other textile products including ‘Woven 
fabrics containing >= 85% polyester staple fibres …’ (HS-551219), ‘Single cotton yarn …’ (HS-520522), 
‘Denim …’ (HS-520942) and ‘Made-up articles of textile materials …’ (HS-630790) to Sri Lanka in 2020. The 
said products in particular had a potential of over US$ 20.0 Million each in 2020.  
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Table 21: HS-520839 - Pakistan and its Competitors

Ranking Exporters

Exports to  
Sri Lanka 
2020  
(US$, 
Thousands)

% Share 
in  
Sri 

Lanka’s 
 Imports 

2020

Change 
(%) 

2019-
2020

CAGR 
(%) 

2016-
2020

Unit Price  
(US$/Ton)

Average 
Tariff (%) 
Applied 

by 
Sri Lanka

Trade Agreement in Effect

  World 9,104.00 100.00 -35.99 -15.60 - - -

1 Thailand 3,581.00 39.33 -34.61 -9.38 8,997 0 No Agreement in Effect

2 China  2,782.00 30.56 -33.78 -22.19 10,381 0 APTA Member

3 Pakistan 1,931.00 21.21 -45.05 -4.05 33,877 0 Pakistan-Sri Lanka Free Trade 
Agreement (PSLFTA)

Source: ITC, Trade Map 
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particular had a potential of over US$ 20.0 Million each in 2020. 
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Source: ITC, Trade Map  

Top Potential Item - ‘Woven fabrics of cotton …’ (HS-520839) 
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>= 85% cotton by weight and weighing <= 200 g/m², dyed …’ (HS- 52083900). This tariff line is not included 
under the exclusion list provided by Sri Lanka under PSLFTA implying that Pakistan has been enjoying a 
preferential treatment on this product. ‘Woven fabrics of cotton …’ (HS-520839) is Pakistan’s 25th largest 
export to Sri Lanka and also the country’s potential export product with 8th highest potential to Sri Lanka.   
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The table below lists Pakistan’s competitors of ‘Woven fabrics of cotton …’ (HS-520839) and Pakistan’s 
performance in the Sri Lankan market. 
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Sri Lanka's Tea Industry
The tea industry plays a significant role in the Sri Lankan economy as per the discussion of (M.A.J.F.N et al., 
2020). In 2018, the sector contributed 1.2 percent of Gross Domestic Product and 15.0 percent of the country’s 
total exports. This industry also provides employment to more than 1.0 million Sri Lankans.   

Post 1867, it was discovered that cultivating tea in Sri Lanka was very profitable leading to an increased number 
of tea estates and a steady increase in demand for human labor. Involvement of more heavy machines and 
numerous new techniques also required increased manpower. As the requirement for manpower increased, 
labor from India’s Tamil Nadu was brought in to sustain Sri Lanka’s tea industry. This is how the tea sector grew 
in Sri Lanka.

Tea production started increasing with the tea plantation area exceeding the plantation area for coffee in the 
1880-88 period. Numerous well-known British entrepreneurs bought coffee plantations and changed them to 
tea plantations during the same period. Furthermore, tea processing technology developed rapidly during the 
1880-88 period. 

In 1893, 1.0 million tea packets were sold at the Chicago World’s fair. In 1894, the Ceylon Tea Traders Association 
was formed. 

In 1899, the area under tea plantation in Ceylon was almost 400,000 acres. 

In 1925, the Tea Research Institute was founded to research ways to increase yields to a maximum along with 
improved methods of production. Tea production surpassed 100,000 metric tons in 1927. 

During the 1960s, total yield of tea exceeded 200,000 metric tons. 

In the 1980s, Sri Lanka was the official tea supplier for the 1980 Moscow Summer Olympics, the 12th 
Commonwealth Games and the Expo 88. 

During 1992-93, all government owned tea plantations in Sri Lanka were privatized owing to huge losses. 

In 2002, the Tea Association of Sri Lanka was established. 

In 2008, Sri Lanka’s tea exports were worth more than US$ 1.0 Billion for the first time and the country was the 
1st to achieve this value of tea exports. It took Sri Lanka more than twenty years to double its export revenue 
from the tea sector. The rise of Sri Lankan tea sector played a vital role in the growth of the country’s economy. 
The tea industry faces numerous issues like low productivity, a constant plantation area, high production 
expenses and a limited labor force. 

Two main challenges faced by the tea industry of Sri Lanka are how to become price competitive and increase 
productivity. India, China, Kenya and Indonesia are Sri Lanka’s main competitors. It is difficult to increase the 
area under tea plantation as there are hardly any additional suitable lands for tea plantation. Sri Lanka shows 
a declining trend in the production of tea in comparison to its competitors, however, it’s still the top exporter 
of the said commodity. This is because Sri Lankan tea is highly priced in the global market. Sri Lanka is the only 
country among the tea growing countries which produces all types of tea and the most common kinds of tea 
available in Sri Lanka are black teas, green teas and white teas.  

There are various other issues that need to be addressed by the tea industry of Sri Lanka. In comparison to other 
tea growing countries, there’s a high cost of production in Sri Lanka including rising price of energy used in tea 
processing. The country also faces low field and factory productivity. Furthermore, there is a shortage of trained 
labor due to low wages.  

energy used in tea processing. The country also faces low field and factory productivity. Furthermore, 
there is a shortage of trained labor due to low wages.   

The figure below shows Sri Lanka’s export composition of ‘Black tea …’ (HS-090230 and HS-090240) and 
‘Green tea …’ (HS-090210 and HS-090220) in 2020. Sri Lanka’s global export of ‘Black tea …’ (HS-090230 
and HS-090240) contributed 96.4 percent to the total tea exports of Sri Lanka.    

Figure 6: Composition of Sri Lanka's Tea Exports (2020) 

 
Source: ITC, Trade Map  

The figure below shows Sri Lanka’s share in world exports of ‘Tea, whether or not flavored’ (HS-0902) for 
the 2016-2020 period. Sri Lanka’s share in world exports of the said product remained more or less 
constant i.e., 16.9 percent for the period.   

Figure 7: Sri Lanka's Share (%) in World Tea Exports (2016-2020) 

 
*Sri Lanka’s Data for 2018 is not available. 

Source: ITC, Trade Map  
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The figure below shows Sri Lanka’s exports of ‘Tea, whether or not flavored’ (HS-0902) to Pakistan for the 
2016-2020 period. Sri Lanka has a duty-free access for exporting ‘Tea …’ (HS-09021000, HS-09022000, HS-
09023000, HS-09024010, HS-09024020 and HS-09024090) to Pakistan for in-quota value of 10,000 Metric 
Tons for each financial year under PSLFTA. However, Sri Lanka’s exports of ‘Black tea …’ (HS-090230 and 
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The figure below shows Sri Lanka’s export composition of ‘Black tea …’ (HS-090230 and HS-090240) and ‘Green 
tea …’ (HS-090210 and HS-090220) in 2020. Sri Lanka’s global export of ‘Black tea …’ (HS-090230 and HS-
090240) contributed 96.4 percent to the total tea exports of Sri Lanka.   

Figure 6: Composition of Sri Lanka’s Tea Exports (2020)

Source: ITC, Trade Map 

The figure below shows Sri Lanka’s share in world exports of ‘Tea, whether or not flavored’ (HS-0902) for the 
2016-2020 period. Sri Lanka’s share in world exports of the said product remained more or less constant i.e., 
16.9 percent for the period.  

Figure 7: Sri Lanka’s Share (%) in World Tea Exports (2016-2020)

*Sri Lanka’s Data for 2018 is not available.

Source: ITC, Trade Map 

Sri Lanka’s Tea Exports to Pakistan

Figure 8 shows Sri Lanka’s exports of ‘Tea, whether or not flavored’ (HS-0902) to Pakistan for the 2016-2020 
period. Sri Lanka has a duty-free access for exporting ‘Tea …’ (HS-09021000, HS-09022000, HS-09023000, 
HS-09024010, HS-09024020 and HS-09024090) to Pakistan for in-quota value of 10,000 Metric Tons for each 
financial year under PSLFTA. However, Sri Lanka’s exports of ‘Black tea …’ (HS-090230 and HS-090240) and 
‘Green tea …’ (HS-090210 and HS-090220) to Pakistan still fell by 82.0 percent and 34.8 percent, respectively, 
for the said period. 

In 2020, Sri Lanka’s exports of ‘Black tea …’ (HS-090230 and HS-090240) and ‘Green tea …’ (HS-090210 and 
HS-090220) to Pakistan were worth US$ 556,000/- and US$ 45,000/-, respectively. Sri Lanka exported only 
124.0 Tons of ‘Black tea …’ (HS-090230 and HS-090240) and 3.0 Tons of ‘Green tea …’ (HS-090210 and HS-
090220) to Pakistan for the same year.      
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Figure 8: Sri Lanka’s Exports of Tea to Pakistan (2016-2020)

*Data for 2018 is not available.

Source: ITC, Trade Map 

Table 22 lists Sri Lanka’s competitors of ‘Tea, whether or not flavored’ (HS-0902) and Sri Lanka’s performance in 
the Pakistani market.

Sri Lanka is the 7th largest supplier of this product to Pakistan. Kenya and Vietnam have market shares of 82.0 
percent and 13.6 percent, respectively, for exporting the said product to Pakistan. On the other hand, Sri Lanka 
has a market share of only 0.1 percent for exporting the same product to Pakistan.  

The global export of ‘Tea, whether or not flavored’ (HS-0902) to Pakistan had a CAGR of 4.0 percent for the 
2016-2020 period implying an increasing demand. However, Kenya and Vietnam were the only two countries to 
have experienced growth in exports of the said product to Pakistan as indicated by their CAGRs of 6.9 percent 
and 1.3 percent, respectively, for the 2016-2020 period. It should be noted that both Kenya and Vietnam do not 
have a trade agreement in effect with Pakistan.  

Pakistan gives a preference in tariffs to China and Indonesia over the rest of the competitors while importing 
‘Tea, whether or not flavored’ (HS-0902) from the said countries.    

Sri Lanka offers the least competitive unit price while exporting ‘Tea, whether or not flavored’ (HS-0902) to 
Pakistan as compared to other top suppliers of the said product.  

HS-090240) and ‘Green tea …’ (HS-090210 and HS-090220) to Pakistan still fell by 82.0 percent and 34.8 
percent, respectively, for the said period.  

In 2020, Sri Lanka’s exports of ‘Black tea …’ (HS-090230 and HS-090240) and ‘Green tea …’ (HS-090210 
and HS-090220) to Pakistan were worth US$ 556,000/- and US$ 45,000/-, respectively. Sri Lanka exported 
only 124.0 Tons of ‘Black tea …’ (HS-090230 and HS-090240) and 3.0 Tons of ‘Green tea …’ (HS-090210 
and HS-090220) to Pakistan for the same year.       
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Source: ITC, Trade Map  

The table below lists Sri Lanka’s competitors of ‘Tea, whether or not flavored’ (HS-0902) and Sri Lanka’s 
performance in the Pakistani market. 
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importing ‘Tea, whether or not flavored’ (HS-0902) from the said countries.     

Sri Lanka offers the least competitive unit price while exporting ‘Tea, whether or not flavored’ (HS-0902) 
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Table 22: HS-0902 - Sri Lanka and its Competitors

Ranking Exporters

Exports to  
Pakistan 
2020  
(US$, 
Thousands)

% Share in  
Sri Lanka’s 
 Imports 

2020

Change 
(%) 

2019-
2020

CAGR 
(%) 

2016-
2020

Unit Price  
(US$/Ton)

Average 
Tariff 
(%) 

Applied 
by 

Pakistan

Trade Agreement in Effect

  World 605,639.00 100.00 -0.48 4.01 - - -

1 Kenya 496,293.00 81.95 14.88 6.90 2,201 11 No Agreement in Effect

2 Viet Nam 82,594.00 13.64 -14.40 1.25 1,859 11 No Agreement in Effect

3 China 11,263.00 1.86 15.22 -12.12 2,010 5 China-Pakistan Free Trade 
Agreement (CPFTA)

4 Burundi 8,820.00 1.46 -16.34 - 2,365 11 No Agreement in Effect

5 Indonesia 5,098.00 0.84 -19.74 -14.30 1,945 5 Pakistan-Indonesia 
Preferential Trade Agreement

6 Ethiopia 711.00 0.12 434.59 -27.12 1,823 11 No Agreement in Effect

7 Sri Lanka 601.00 0.10 25.21 -33.92 4,732 11 Pakistan-Sri Lanka Free Trade 
Agreement (PSLFTA)

Source: ITC, Trade Map 

Currently, Sri Lanka is not a significant player for exporting ‘Tea, whether or not flavored’ (HS-0902) in the 
Pakistani market. However, Sri Lanka had an additional export potential of at least US$ 572.1 Million for 
exporting ‘Tea, whether or not flavored’ (HS-0902) to Pakistan in 2020. Furthermore, the country’s exports of 
the said product have a competitive edge in the world market as well. Therefore, Sri Lanka can try to actualize 
its potential for exporting the same product to Pakistan using different strategies including offering a more 
competitive unit price for exporting the product to Pakistan.    

HS-090240) and ‘Green tea …’ (HS-090210 and HS-090220) to Pakistan still fell by 82.0 percent and 34.8 
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only 124.0 Tons of ‘Black tea …’ (HS-090230 and HS-090240) and 3.0 Tons of ‘Green tea …’ (HS-090210 
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performance in the Pakistani market. 

Sri Lanka is the 7th largest supplier of this product to Pakistan. Kenya and Vietnam have market shares of 
82.0 percent and 13.6 percent, respectively, for exporting the said product to Pakistan. On the other hand, 
Sri Lanka has a market share of only 0.1 percent for exporting the same product to Pakistan.   

The global export of ‘Tea, whether or not flavored’ (HS-0902) to Pakistan had a CAGR of 4.0 percent for 
the 2016-2020 period implying an increasing demand. However, Kenya and Vietnam were the only two 
countries to have experienced growth in exports of the said product to Pakistan as indicated by their 
CAGRs of 6.9 percent and 1.3 percent, respectively, for the 2016-2020 period. It should be noted that both 
Kenya and Vietnam do not have a trade agreement in effect with Pakistan.   

Pakistan gives a preference in tariffs to China and Indonesia over the rest of the competitors while 
importing ‘Tea, whether or not flavored’ (HS-0902) from the said countries.     

Sri Lanka offers the least competitive unit price while exporting ‘Tea, whether or not flavored’ (HS-0902) 
to Pakistan as compared to other top suppliers of the said product.   
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This section is based on interviews with Pakistani businessmen who actively trade with Sri Lanka, and desk 
research of the authors of this Study.  

The Impact of Covid-19 on Sri Lankan Economy 
and the Policies Adopted

The impact of Covid-19 pandemic on the Sri Lankan economy was made worse after the Easter Bombings in 
2019. Tourism industry of Sri Lanka was significantly affected along with the security perception of the country 
due to political unrest in 2019. Supply chains and trading activities of the country were also disrupted in 2019.       

Sri Lanka has undergone 3 waves of Covid-19 at the time of finalization of this report in February 2022.  After 
the first case was registered in February 2020, the Sri Lankan government was quick to take action and imposed 
a strict lockdown on most activities for about 2.5 months starting from 20th March 2020. This allowed the 
government to control the situation and the number of active cases fell to zero. Starting March 2020, Sri Lanka 
has curtailed imports of most products except for essential items like ‘Pharmaceutical products’ (HS-30) and 
‘Fuels …’ (HS-27) in order to deal with the pandemic as it is a debt-ridden economy and there are limited foreign 
exchange reserves.  

There was also an import ban applied by Sri Lanka on ‘Cement …’ (HS-2523) in 2020 because of the pandemic. 
Pakistani shipments were ready and the ban was imposed causing major logistics issues for Pakistani exporters. 
The ban was removed later on when Pakistani authorities put up their case in front of Sri Lankan authorities. 
Sri Lanka also deferred payments against confirmed LCs for 6 months and similar barriers were imposed as 
protectionary measures. As a result of the Covid-19 pandemic, Sri Lankan public debt had risen to 101.0 percent 
of the country’s GDP by the end of 2020. 

Sri Lankan sectors like Textile, ‘Tea’ (HS-0902) and Tourism were severely impacted due to the Covid-19 pandemic 
and lockdowns imposed at various times. In January 2021, Sri Lanka opened its airports again but initially no 
tourists were allowed. Slowly tourism industry started to function again. Sri Lanka is currently focused on driving 
the tourist industry and many of the travel restrictions have been lifted. Recently, the country has also removed 
the requirement of getting tested for PCR on arrival in Sri Lanka for international tourists in order to promote 
the industry amid the pandemic. Sri Lanka is trying to come out of the negative impact of Covid-19 but the 
pandemic has battered the economy and restricted the country’s financial resources.      

Non-Tari ff Barriers (NTBs)    

There is a lack of awareness regarding the FTA itself and its benefits. Traders in both countries have an inclination 
towards trading with western countries.  Imports in Sri Lanka are dominated by India and China. Pakistan is 
exporting different products to Sri Lanka.  

Sri Lanka is generally considered a very small market among Pakistan’s business community. Pakistan does not 
export diverse products to Sri Lanka as the country already has established traditional export markets which are 
mostly western countries. 

Trade disputes are a major and frequent issue because most traders in both countries prefer not to use banking 
channels and therefore, informal trade also exists between the two countries. For example, there was a dispute 
regarding ‘Potatoes …’ (HS-0701) and ‘Onions …’ (HS-070310) in 2020 where the Sri Lankan importer’s 
consignment was not cleared as customs were not operating due to the covid-19 pandemic and there were 
difficulties for the importer to pay the exporter.  
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There are frequent changes in the tariff structure in Sri Lanka. Pakistan does not generally face hurdles with 
respect to the import duties while exporting to Sri Lanka. However, non-tariff barriers are hindering trade since 
2020 including import-substitution as a policy measure in Sri Lanka and there is a lot of focus on enhancing 
domestic production of products like ‘Cement …’ (HS-2523) and agricultural products among others. Furthermore, 
Sri Lanka is facing a financial crunch in that the country doesn’t have a lot of foreign reserves to pay for imports. 
Sri Lanka has set in place a discouraging tariff structure by way of using para-tariffs like withholding tax and 
CESS (tax on tax) etc. At least three Pakistani exports to Sri Lanka have faced such issues including ‘Cement …’ 
(HS-2523) which faced an increase in CESS of over 200.0 percent in 2020 increasing the cost of import and 
deeming the product uncompetitive even for Pakistani exports with duty free access. Similarly, Pakistani export 
of ‘Mandarins …’ (HS-080520 and HS-080521) also faced a similar issue when there was a quadruple rise in 
CESS applied by Sri Lanka. These issues were resolved as Pakistani authorities were successfully coordinating 
with the Sri Lankan authorities but new issues still crop up hampering trade between the two countries.    

Other non-tariff barriers include the issue of clearance of Sri Lanka’s imports from Pakistan within a set time limit 
and the time taken for registration of certain products in Sri Lanka including Pakistani ‘Pharmaceutical products’ 
(HS-30), which takes a year or more. This creates hurdles for Pakistani exporters who export to Sri Lanka and 
reduces the benefits of the FTA itself.   

Sri Lanka applies SPS and TBT requirements among others on its import from Pakistan but these are not specific 
to Pakistan only. 

There is also an issue of delay in granting business visas particularly on the Sri Lankan side while Pakistan usually 
grants visas within 48 hours. 

Due to strong goodwill and friendly relations between the two countries, the Sri Lankan government has had a 
positive approach to resolving issues relating to trade with Pakistan. 

Logistics Issues 

There has been a crisis of logistics in the region in the recent past as there is a limited availability of shipping 
containers which has increased the cost of transportation. Most of the goods are transported via shipping lines 
between Pakistan and Sri Lanka. There is a limited use of air links for transportation of goods between Pakistan 
and Sri Lanka i.e., ‘Betel leaves’ (HS-14049020) are exported by Sri Lanka to Pakistan via air links.  

There is also a very high transportation and travel cost related to trade between Pakistan and Sri Lanka specially 
because only ‘Sri Lankan Airlines’ is operating using the Colombo to Karachi or Lahore routes.   

Pakistan's Export Competitiveness in 
Sri Lankan Market

Pakistani exports of Vegetable Products and Textiles are both competitive in the Sri Lankan market. Among the 
Vegetable Products, Pakistani exports of ‘Potatoes …’ (HS-0701) and ‘Onions …’ (HS-070310) have done very 
well in the Sri Lankan market. Pakistani export of ‘Onions …’ (HS-070310) performed particularly well when 
India’s export ban on the product favored Pakistan. However, it should be noted that Sri Lanka and India have 
strong historical and business linkages which coupled with low transportation cost and relative geographical 
proximity encourages trade between the two countries. Furthermore, an Indian container reaches Sri Lanka 
within 2-3 days due to geographical proximity whereas a container shipped from Pakistan takes 4-6 days to 
reach Sri Lanka. 
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Pakistan only supplies around 10.0 percent of the Sri Lankan domestic demand for Textiles as raw material at 
present. The Apparel Sector is the engine of growth of the Sri Lankan economy and of exports as well. There 
is thus a huge demand for fabrics in the Sri Lankan market as Sri Lanka is not a cotton growing country and is 
dependent on imports. However, Sri Lanka has a very vibrant Apparel Sector and Pakistan has a potential to 
enter into joint ventures in Textiles and Apparel with Sri Lanka due to greater technical expertise on the Sri 
Lankan side.  

Pakistani Brands in Sri Lanka

There is an absence of Pakistani brands in Sri Lanka since Pakistan mainly exports commodities including 
Vegetables in bulk to Sri Lanka. Pakistani exports normally sell under Sri Lankan brand names in Sri Lanka. 
Pakistani ‘Long Grain Rice (Basmati)’ (HS-10063010) under the brand name of ‘Falak’, exported by M/s Matco 
Pakistan, is available in Sri Lanka but apart from that there are no well recognized Pakistani brands of ‘Rice’ (HS-
1006) in Sri Lanka. Similar is the case for ‘Cement …’ (HS-2523) as the product does not sell under a Pakistani 
brand name in Sri Lanka.   

Pakistan does have brands in the Services Sector including Muslim Commercial Bank (MCB) and Habib Bank 
Limited (HBL) but overall, there is a severe lack of brand promotion and development by Pakistan in Sri Lanka. 

There is a need for further research on the demand for products for which brands can be developed and 
promoted by Pakistan in Sri Lanka.  

There are also a number of Pakistani companies operating in Sri Lanka which are joint ventures with Sri Lankan 
companies including Interloop, Service Shoes and Packages etc.  

Uti l ization of Tari ff Rate Quota (TRQ) 
under PSLFTA

Pakistani Perspective

The utilization of TRQ for Pakistani exports of ‘Long Grain Rice (Basmati)’ (HS-10063010) to Sri Lanka has been 
low mainly because there have been frequent issues of clearance of consignments which have included well 
recognized brands. This is because there are no set standards in Sri Lanka to recognize ‘Long Grain Rice (Basmati)’ 
(HS-10063010). India also exports ‘Long Grain Rice (Basmati)’ (HS-10063010) to Sri Lanka and since the former’s 
exports of the said product are worth significantly more than Pakistan’s exports, it has been observed that Sri 
Lanka considers Indian specifications of ‘Long Grain Rice (Basmati)’ (HS-10063010) to be the internationally 
accepted standard. Pakistani ‘Long Grain Rice (Basmati)’ (HS-10063010) is often classified as Non-Basmati Rice 
on getting tested in Sri Lanka which is incorrect. A duty was being applied on Pakistani export of ‘Long Grain 
Rice (Basmati)’ (HS-10063010) by Sri Lanka as the TRQ was not being utilized due to which the product’s 
cost increased for both Sri Lankan importers and Pakistani exporters. However, Pakistani specifications of the 
product have been notified to Sri Lankan authorities and regular engagement in the matter continues.   

‘Potatoes …’ (HS-07011000) is a seasonally sensitive product in Sri Lanka and the country has given Pakistan 
specific timelines every year for exporting the product under a TRQ of 1,000 Metric Tons. However, Pakistan 
does not really have an advantage under the FTA for exporting the said product to Sri Lanka as the product is 
already duty free for all countries. Sri Lanka has applied an Essential Commodity Levy on import of ‘Potatoes 
…’ (HS-07011000) from Pakistan which fluctuates according to the country’s requirements but this is also not 
specific to Pakistan alone. Nevertheless, Pakistan’s export of ‘Potatoes …’ (HS-0701) caters to roughly two-thirds 
of the Sri Lankan demand of the product, regardless of the TRQ. This is because the Pakistan’s pricing and quality 
is better than other countries leading to a greater preference for Pakistani ‘Potatoes …’ (HS-0701) in Sri Lanka.     
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Sri Lankan Perspective

Sri Lanka has a duty-free access to export ‘Tea’ (HS-09021000, HS-09022000, HS-09023000, HS-09024010, 
HS-09024020 and HS-09024090) under the FTA to Pakistan within a TRQ of 10,000 Metric Tons but have not 
been able to capitalize on the opportunity due to a number of reasons. The main reason is the relatively high 
price of the Sri Lankan ‘Tea’ (HS-0902) in international markets because of its quality. Pakistan is one of the 
largest importers of the said product in the world and Sri Lanka is definitely losing out on a huge market.  

Sri Lankan export of ‘Betel leaves’ (HS-14049020) face a combined import duty and regulatory duty of roughly 
Rs. 600/Kg in Pakistan. There is still a very high demand for the said product in Pakistan as it imports this product 
mostly from Sri Lanka. 

Pakistan's Potential to Export Texti les and 
Other Products to Sri Lanka

Textiles

In order to expand its export of Textiles to Sri Lanka, Pakistan needs to focus on the manufacturing giants of 
textiles operating in Sri Lanka as they manufacture a wide variety of products from middle to high-end products. 
Sri Lanka is importing fabric from countries like Italy and China so Pakistan needs to customize its Textile 
products to match these competitors. There is definitely a potential for Pakistan to increase its export of Textile 
products to Sri Lanka.   

The Apparel Sector of Sri Lanka is ahead of Pakistan’s Apparel Sector. Pakistan can become a part of the value 
chain of the Sri Lankan Apparel Sector by being competitive with respect to quality and price. Pakistan can also 
learn from Sri Lanka as the latter’s technical expertise are quite high and quite a few Sri Lankan consultants in 
the Textile Sector provide consultancy to Textile Mills and Companies in Pakistan. The Textile Sector is a mutually 
beneficial area to cooperate for both Pakistan and Sri Lanka.  

Pakistan can also export value-added textile products in short to medium term to Sri Lanka. There is also potential 
for cooperating via joint ventures relating to Apparel Sector for Pakistan and Sri Lanka. But overall, Sri Lanka’s 
export base for value-added textile products is large and they have secured a significant market share globally.  

Other Potential Products

Pakistan also has potential for exporting more of the following to Sri Lanka

 � ‘Portland cement …’ (HS-252329)  
 � ‘Pharmaceutical products’ (HS-30).  
 � ‘Beauty or make-up preparations …’ (HS-3304)    
 � ‘Dates …’ (HS-080410)    
 � ‘Iron and Steel …’ (HS-72 and HS-73)  

Issues Faced by Sri Lankan Exporters 

Sri Lankan exporters of ‘Betel leaves’ (HS- 14049020) often raise a concern that the regulatory duty should be 
removed on imports of the said product. Other issues faced by Sri Lankan exporters are on case-by-case basis.    
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It is often heard that the Sri Lankan side is not satisfied with the Free Trade Agreement (FTA) due to the 
conventional unfavorable trade deficit. The Sri Lankan side points out quite frequently the fact that Pakistan is 
benefitting from the FTA while Sri Lanka has not been able to take advantage of the FTA.   

Background

The PSLFTA is the first that Pakistan signed with Sri Lanka but it has not been a success from the Sri Lankan 
perspective as the gap in Pakistani exports to Sri Lanka and its imports from Sri Lanka is huge. The main export 
products of Pakistan to Sri Lanka include textiles for reexport followed by ‘Potatoes …’ (HS-0701) and ‘Onions 
…’ (HS-070310). Sri Lanka is not a big market for Pakistani products and Pakistan also does not export those 
products as per the Sri Lankan specifications and consumer preferences. 

Pakistani exports of textile machinery or engineering goods to Sri Lanka flourished in the 1983-1990 period. 
They were exporting power looms and, in those days, they were called shuttle looms. The technology changed 
post 1990 and then shuttle less looms and water jet looms were introduced in the world market but Pakistan 
never had the technology to fabricate those. It was possible to export engineering goods when there was some 
incentive by the government of Pakistan but now things have changed.  

Pakistani traders’ focus then shifted to textiles exports to Sri Lanka. The polices of the Government of Pakistan 
changed in favor of manufacturers at the expense of commercial exporters, however, since the Sri Lankan market 
was small, most manufacturers were not interested in it. 

Pakistani traders have been trading in agricultural products with Sri Lanka since the 1990s. Pakistan has been 
exporting ‘Kino’ (HS-08052010), ‘Pomegranate’ (HS-08109010) and ‘Apple’ (HS-08081000 and HS-08133000) 
etc. to Sri Lanka. Sri Lankan government always stresses on exports to Pakistan as the balance of trade has 
never been in favor of Sri Lanka under the FTA. On their part, Pakistani traders started importing ‘Coconut’ 
(HS-080111, HS-080112 and HS-080119) and ‘Pineapple’ (HS-08043000 and HS-20082000) etc. from Sri 
Lanka. Pakistan encouraged imports from Sri Lanka, however, the country does not have a big export basket of 
products that Pakistan is a market for. 

Pakistan also imported leftover garments from Sri Lanka which is a cheaper product. Pakistan also produces the 
same garments and imports it from various countries like China and Indonesia.       

Issues and Barriers to Trading with Pakistan

Sri Lankan export basket is very small and it is a net importer country. Sri Lanka’s major exports are textile 
garments, ‘Rubber’ (HS-40) and ‘Tea’ (HS-0902). Agricultural products and dairy products are also limited in terms 
of Sri Lankan exports. Manufacturing too is limited in Sri Lanka. However, Sri Lanka is working on increasing 
value addition and the country is known to deliver very high-quality products. However, Pakistan is a price 
conscious market which is not yet ready to pay the price for high-quality Sri Lankan products.  

Sri Lanka is an import-based economy; however, a lot of products are very expensive due to the local taxes as 
the country wants to protect its domestic industry.  

Pakistan has an FTA with Sri Lanka and should be able to import with greater ease in comparison to other 
countries, however, other levies make imports into Pakistan expensive. 

Pakistani exporters find it difficult to export a number of products including dairy products to Sri Lanka among 
other countries due to high domestic production costs.  
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Once the FTA was signed, no additional taxes should have been applied or removed without the mutual consent 
of both parties. However, this is happening on both sides. Therefore, neither Pakistan nor Sri Lanka can raise this 
issue as a one-sided concern. 

Pakistan faces additional taxes, not included in the FTA, such as CESS while exporting to Sri Lanka.  

Sri Lankan government also changes the duty structure quite often on products like ‘Potatoes …’ (HS-0701) 
and ‘Onions …’ (HS-070310) applying duty under the name of Essential Commodity Levy rather than customs 
duty. Sri Lankan government changes the Essential Commodity Levy depending on domestic supply of the said 
products.    

Pakistan and Sri Lanka both face volatile exchange rates which doesn’t allow traders to make long term plans for 
exporting or importing products.  

There has recently been a limited availability of foreign currency in Sri Lanka due to which banks in the country 
are not accepting the Document Against Payment (DAP) as terms of payment for imports. Sri Lanka is trying to 
implement a payment plan of a 120-180 days Letter of Credit (LC) in order to pay for its imports from Pakistan.  

Sri Lanka also gives opportunities to foreign investors for reexport. Sri Lankans are very supportive in that way. 
There are some Pakistanis who are investing in construction, pipes and garments among other things, however, 
the opportunities have not been fully explored by Pakistanis in a big way.     

Logistics Issues

According to some traders, the transit time for shipments from Karachi to Colombo is usually 3.5-4 days. If the 
ship makes a transit stop at an Indian port, then the consignment reaches in 6-7 days. Some traders mentioned 
that the transit time can be as high as 9 to 11 days. 

There is currently a global shipping crisis and exporting cheaper commodities to Sri Lanka is not feasible from 
Pakistan due the higher freight charges. However, there generally are no issues in shipping and logistics that 
hamper trade activities between the two countries and normally the freight charges are also nominal.        

Product Specific Barriers

Agricultural Products

Pakistan mostly exports agricultural products including fruits and vegetables to Sri Lanka.  

Sri Lanka imports ‘Long Grain Rice (Basmati)’ (HS-10063010) from Pakistan free of duty but only within a quota 
of 6000 Metric Tons per calendar year. 

Pakistani people mainly consume ‘Rice’ (HS-1006) considering only the smell and the taste but other countries 
across the globe consume rice considering the cosmetic look and the presentation of the products. It is not up 
to the Pakistani exporters but farmers to produce and present the product that is demanded in the international 
markets. 

Pakistan can’t export fruits and vegetable products like ‘Mangoes’ (HS-08045020) as the product is already 
available in Sri Lanka throughout the year. 
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Sri Lankan ‘Tea’ (HS-0902) has a very high quality but Pakistani consumer preferences are now more in line with 
Kenyan Tea as compared to Sri Lankan ‘Tea’ (HS-0902). Therefore, ‘Tea’ (HS-0902) blenders in Sri Lanka are now 
considering importing Kenyan origin ‘Tea’ (HS-0902) blending it with local Sri Lankan ‘Tea’ (HS-0902) and then 
exporting it to Pakistan.  

Pakistani traders imported a lot of Sri Lankan ‘Pineapple’ (HS-08043000 and HS-20082000) into Pakistan 
and the product was introduced to the Pakistani market. Then the non-tariff barrier of SPS was applied while 
importing ‘Pineapple’ (HS-08043000 and HS-20082000) from Sri Lanka into Pakistan.

Sri Lanka is a fruit loving country. ‘Apple’ (HS-08081000 and HS-08133000) can also be exported to Sri Lanka 
from Pakistan provided all SPS requirements are met. Currently, the Sri Lankan demand for apples is being met 
with imports from China, South Africa and New Zealand.  

In 2019, Sri Lanka applied a levy on Pakistani ‘Kino’ (HS-08052010). The same ‘Mandarins …’ (HS-080520 
and HS-080521) was also being imported from China but importers from Sri Lanka had to pay a higher duty 
as special commodity levy was applied on imports of ‘Kino’ (HS-08052010) from Pakistan. However, the Sri 
Lankan side was accommodating and the levies were removed when the matter was taken up by Pakistani High 
Commissioner.   

Textiles

There is not a huge market for Pakistani textiles in Sri Lanka for local consumption. Pakistan exports cotton and 
lawn ladies’ fabric to Sri Lanka in limited quantities as consumer preferences in Sri Lanka are very different to 
those in Pakistan. India, on the other hand, is exporting fabric to Sri Lanka as taste is similar to what is preferred 
in India’s Southern States. Pakistan does export leftover garments currently to Sri Lanka in limited quantities 
according to Sri Lankan requirements.  

Other Products

Sri Lanka also used to import materials related to housing and sheets of iron, steel and tin etc. from Pakistan 
but Sri Lanka has now developed industries catering to local demand. Pakistan is also known to have exported 
‘Medium Density Fiberboards …’ (HS-441114) to Sri Lanka in the past.   

Sri Lankan ‘Rubber …’ (HS-40) is more expensive relative to international market prices.

Competitors' Analysis

Pakistan’s major competitor in the Sri Lankan market is India. Sri Lanka has also signed an FTA with India. Sri 
Lanka’s trade is significantly higher with India than Pakistan. Indian entrepreneurs went to Sri Lanka, established 
vegetable ghee factories, imported products like ‘Palm oil’ (HS-1511) into Sri Lanka, converted it into vegetable 
ghee and exported it to India. Products like vegetable ghee is certified as a Sri Lankan product and India then 
imports it from Sri Lanka duty free.   

Pakistan used to import ‘Tea’ (HS-0902) from Sri Lanka even before the signing of the FTA, however, Sri Lanka 
started exporting to other markets like Russia which are willing to pay a premium for its ‘Tea’ (HS-0902) and as 
a result exports of ‘Tea’ (HS-0902) to Pakistan reduced. As a result of an increase in the price of Sri Lankan ‘Tea’ 
(HS-0902), Kenyan ‘Tea’ (HS-0902) replaced the Sri Lankan ‘Tea’ (HS-0902) in the Pakistani market.       
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Issues in Trade
A Common Technical Document (CTD) Dossier registration for one product costs around US$ 250,000/- which 
is a high investment for Pakistani pharmaceutical companies. Most of the Pakistani pharmaceutical companies 
also find it tough to be competitive in the Sri Lankan market because of limited registrations of Dossiers, lack of 
Common Technical Document (CTD) Dossiers and poor data compilation.    

Most ‘Pharmaceutical products’ (HS-30) are bought by government institutions including Navy, Airforce and 
State Pharmaceuticals Corporation (SPC) in Sri Lanka. However, they don’t have cash readily available.  

Sri Lankan hospitals prefer local industry in case of ‘Pharmaceutical products’ (HS-30). Sri Lanka is very welcoming 
towards foreign investment in local pharmaceutical companies but the country does not offer a huge market for 
‘Pharmaceutical products’ (HS-30) if Pakistani companies decide to establish plants in Sri Lanka.       

Sri Lanka is facing a crisis of non-availability of foreign exchange since the last 6 months or so. None of the 
Sri Lankan banks are allowing to open Letter of Credit (LC) and even if Pakistani pharmaceutical companies 
convince the Sri Lankan banks to open LCs, the Sri Lankan banks ask for 120-150 days to make payments.  

Protection of domestic industries is avoided as per one of the conditionalities of the WTO. However, Sri Lanka is 
recently applying restrictions on imports of products that are being manufactured locally in Sri Lanka. Sri Lanka 
is also discouraging such imports by providing the product at lower costs in the domestic market.   

Sri Lanka used to be a good market for duty free exports and imports. At present, countries are not ready to 
accept imports of ‘Pharmaceutical products’ (HS-30) from Sri Lanka as the domestic pharmaceutical markets 
have developed and matured across the world. There aren’t a lot of ‘Pharmaceutical products’ (HS-30) that 
can be imported from Sri Lanka into Pakistan and even if Pakistan decides to import ‘Pharmaceutical products’ 
(HS-30) from Sri Lanka, the latter does not accept the modern method of documentation. Sri Lankan banks only 
accept Document against Collection (DAC) arrangement which might lead to issues, in case of a dispute, for 
Pakistani importers of pharmaceuticals.    

Currently, there are no non-tariff barriers for Pakistan in exporting ‘Pharmaceutical products’ (HS-30) to Sri 
Lanka. However, Sri Lanka has occasionally applied requirements like asking for a comparative price analysis or 
a list of other countries to which Pakistan exports the same products.  

Sri Lanka has high inflation, so the accessibility of medicine to the common people is limited and difficult. 

Most of the other exports including textiles to Sri Lanka from Pakistan are non-value added and the value 
addition usually takes place in Sri Lanka.      

Logistics Issues

There is limited availability of space in shipping lines and airlines in the international logistics industry at present. 
As a result, freight has increased 8 to 9 times the normal. Companies operating on Cost & Freight (CNF) and 
Carriage and Insurance Paid (CIP) are facing issues as the freight is more expensive than the cost of the product 
itself. The volume exported by Pakistani pharmaceutical companies to Sri Lanka is often less than a full container 
so companies face issues as products do not reach Sri Lanka in a timely manner.  
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Competitors' Analysis
The major competitors of Pakistan in the Sri Lankan market for ‘Pharmaceutical products’ (HS-30) are India and 
Bangladesh. Most of the Pakistani pharmaceutical companies do not have WHO certification, Pharmaceutical 
Inspection Convention (PIC) certification or Medical & Healthcare Products Regulatory Agency (MHRA) 
certification. Most of the Pakistani pharmaceutical companies provide low end products at low prices to Sri 
Lanka.  

Most Sri Lankan companies are importing raw materials from India, so being competitive with respect to price 
and quality in the Sri Lankan market is tough for Pakistani pharmaceutical companies. 

Pakistan has well recognized pharmaceutical companies exporting to Sri Lanka including Getz Pharma. However, 
major competition for Pakistani companies is with the Indian companies who take advantage of the low pricing.  
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PSLFTA
 � Free Trade Agreement (FTA) between Pakistan and Sri Lanka is effective since June 12, 2005. The two 

countries agreed to offer preferential market access to each other’s exports by granting tariff concessions. Sri 
Lanka gained duty free market access on 206 goods in the Pakistani market and Pakistan was granted duty 
free access on 102 goods in the Sri Lankan market immediately upon entry into force of the FTA. Pakistan’s 
exclusion list included 540 items at HS-06 level while Sri Lanka’s exclusion list included 697 items when the 
FTA was originally signed.  

 � Pakistan implemented its final phasing out commitments in March 2009 by offering duty free access on over 
4500 products while Sri Lanka completed its phasing out commitments in November 2010.

 � Pakistan currently offers a margin of preference ranging from 20.0 to 50.0 percent on 47 tariff lines to 
Sri Lanka under PSLFTA. Pakistan also offers a margin of preference ranging from 35.0 percent to 100.0 
percent on 30 tariff lines for the respective in-quota values for each financial year to Sri Lanka under PSLFTA. 
Pakistan’s exclusion list currently has 1011 tariff lines. Sri Lanka has duty-free access when exporting rest of 
the products to Pakistan under PSLFTA. 

 � Pakistan has a duty-free access for exporting ‘Long Grain Rice (Basmati)’ (HS-10063010) and ‘Potatoes …’ 
(HS-07011000) to Sri Lanka for the respective in-quota values per year under PSLFTA. Pakistan enjoys a 
preferential treatment for exporting the remaining tariff lines to Sri Lanka under PSLFTA except for items 
included in the exclusion list of Sri Lanka.

Trade Between Pakistan and Sri Lanka

 � Pakistan’s exports to Sri Lanka increased from US$ 153.7 Million to US$ 253.7 Million and its imports from 
Sri Lanka increased from US$ 59.2 Million to US$ 71.2 Million for the 2005-2020 period. This led to an 
increase in Pakistan’s trade surplus with Sri Lanka from US$ 94.5 Million in 2005 to US$ 182.5 million in 
2020.    

 � Since the signing and the implementation of the FTA, Pakistan has secured a position among the top 10 
import partners of Sri Lanka. However, Pakistan is the 26th largest export partner of Sri Lanka. 

 � Pakistan mostly exports ‘Cement …’ (HS-2523), ‘Onions …’ (HS-070310), textiles, ‘Potatoes …’ (HS-070190), 
‘Pharmaceutical products’ (HS-30) and ‘Milled rice …’ (HS-100630) etc. to Sri Lanka. 

 � Pakistan mostly imports ‘Vegetable products n.e.s’ (HS-140490), ‘Vessels …’ (HS-890800), ‘Rubber …’ (HS-
40), ‘Medium Density Fiberboards …’ (HS-441114) and ‘Coconut’ (HS-080111 and HS-080112) etc. from Sri 
Lanka.

 � Pakistan’s main competitors while exporting ‘Denim …’ (HS-52114200) to Sri Lanka are China and India. The 
country’s main competitors while exporting ‘Woven fabrics of cotton …’ (HS- 52083900) to Sri Lanka are 
Thailand and China. 

 � Sri Lanka’s main competitors while exporting ‘Tea’ (HS-0902) to Pakistan are Kenya, Vietnam, China, Burundi, 
Indonesia and Ethiopia. Sri Lanka has a significant disadvantage with respect to price while exporting ‘Tea’ 
(HS-0902) to Pakistan as compared to the other competitors. China and Indonesia also have an edge over Sri 
Lanka in equivalent ad valorem tariffs while exporting ‘Tea’ (HS-0902) to Pakistan due to the FTA and PTA, 
respectively. However, Sri Lanka is allowed to export ‘Tea’ (HS-09021000, HS-09022000, HS-09023000, 
HS-09024010, HS-09024020 and HS-09024090) to Pakistan without duty under a TRQ of 10,000 Metric 
tons for each financial year under the PSLFTA.       
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 � Pakistan’s exports of Textiles, ‘Medicaments …’ (HS-300439), ‘Disodium carbonate’ (HS-283620) and ‘Float 
glass …’ (HS-700529) to Sri Lanka have experienced the highest growth rates since the implementation of 
PSLFTA. 

 � Pakistan’s imports of ‘Beauty or make-up preparations …’ (HS-330499), ‘Rubber …’ (HS-40), ‘Plugs and 
sockets …’ (HS-853669) and ‘Textured filament yarn …’ (HS-540233) from Sri Lanka have experienced the 
highest growth rates since the implementation of PSLFTA.   

 � Pakistan’s exports match Sri Lanka’s imports more closely relative to Sri Lanka’s exports with Pakistan’s 
imports. 27.9 percent of Pakistan’s exports complement Sri Lanka’s imports while 24.2 percent of Sri Lanka’s 
exports complement Pakistan’s imports.   

Pakistan's Export Potential

 � Pakistan’s export potential for the top 25 potential export products to Sri Lanka at HS-06 level was US$ 
862.8 Million while the actual exports for these 25 high potential products was only US$ 116.7 Million in 
2020.  

 � Nine of the top 25 potential export products of Pakistan to Sri Lanka at HS-06 level belonged to the 
commodity group ‘TEXTILES AND TEXTILE ARTICLES’ in 2020. Pakistan’s cumulative exports of this Group 
to Sri Lanka were worth US$ 17.1 Million while the cumulative export potential for these same products was 
US$ 204.1 Million in 2020.  

 � Pakistan’s cumulative exports of ‘Medicaments …’ (HS-300490 and HS-300420), which are ‘Pharmaceutical 
products’ (HS-30), and ‘Instruments used in medical, surgical or veterinary sciences ...’ (HS-901890) to Sri 
Lanka were worth US$ 11.3 Million while the cumulative export potential for the said products was US$ 
159.3 Million in 2020.  

 � Pakistan’s exports of ‘Cement …’ (HS-252329 and HS-252310) to Sri Lanka were worth US$ 45.3 Million 
while the export potential for the said product was US$ 210.8 Million in 2020.   

 � Pakistan’s cumulative exports of ‘Onions and shallots …’ (HS-070310) and ‘Potatoes …’ (HS-070190) to Sri 
Lanka were worth US$ 41.8 Million while the cumulative export potential for the said products was US$ 
109.8 Million in 2020.   

Sri Lanka's Export Potential 

 � Sri Lanka’s export potential for the top 25 potential export products to Pakistan at HS-06 level was US$ 1.1 
Billion while the actual exports for these 25 high potential products was only US$ 6.1 Million in 2020.     

 � Sri Lanka’s export of ‘Black fermented tea …’ (HS-090240) to Pakistan was worth US$ 544,000/- while the 
export potential was US$ 572.1 Million in 2020. 

 � Sri Lanka’s cumulative exports of ‘Preparations of a kind used in animal feeding …’ (HS-230990) and ‘Food 
preparations, n.e.s.’ (HS-210690) to Pakistan were worth US$ 50,000/- while the cumulative export potential 
for the said products was US$ 124.9 Million in 2020.  

 � Sri Lanka’s exports of ‘Rubber …’ (HS-401699, HS-401519, HS-401693 and HS-401180) to Pakistan were 
worth US$ 623,000/- while the export potential for the said products was US$ 58.7 Million in 2020.   
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 � Sri Lanka’s cumulative exports of ‘Staple fibres …’ (HS-550410 and HS-550490) and ‘Made-up articles 
of textile materials …’ (HS-630790) to Pakistan were worth US$ 4.4 Million while the cumulative export 
potential for the said products was US$ 78.4 Million in 2020.    

Issues Identi fied in the Preparation of this Study

General Issues

 � There is a lack of awareness regarding the FTA itself and its benefits among traders in both countries.  

 � Sri Lanka is generally considered a very small market by the business community in Pakistan.

 � Pakistani brands lack recognition in Sri Lanka. 

 � There is an issue of delay in granting business visas especially on the Sri Lankan side.

 � Sri Lanka is currently facing a financial crunch in that the country doesn’t have foreign exchange reserves to 
pay for imports. 

 � Pakistanis find products from Sri Lanka to be very expensive relative to international prices. 

 � Sri Lanka’s imports from Pakistan face hurdles in clearance within a set time limit and the time taken in the 
registration process for certain products in Sri Lanka can take a year or more. 

 � Most Pakistani exports to Sri Lanka including textiles are non-value added and value addition normally takes 
place in Sri Lanka.  

Tariffs and Non-Tariff Barriers (NTB)

 � Trade disputes are a major and frequent issue because most traders in both countries prefer not to use 
banking channels and therefore, informal trade also exists between the two countries. 

 � After the FTA was signed and implemented, no additional taxes should have been applied or removed on any 
product without mutual agreement between both parties. However, this is happening on both sides.

 � There is a frequent change in the tariff structure in Sri Lanka.

 � Sri Lanka has put in place a discouraging tariff structure through the use of para-tariffs like withholding tax, 
Essential Commodity Levy and CESS (tax on tax) etc.   

 � Non-tariff barriers are hindering trade between Pakistan and Sri Lanka especially since 2020 when an import-
substitution policy was introduced by Sri Lanka.

 � Imported products are very expensive in the Sri Lankan market due to local taxes as the country wants to 
protect its domestic industry. 

 � Pakistan has an FTA with Sri Lanka and should be able to import with greater ease in comparison to other 
countries, but other levies and NTBs make imports into Pakistan difficult.  
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Issues faced by Pakistani Pharmaceutical Exporters to Sri Lanka

 � A Common Technical Document (CTD) Dossier registration for one product costs around US$ 250,000/- 
which is a large investment for Pakistani pharmaceutical companies. 

 � Most Pakistani pharmaceutical companies also find it tough to be competitive in the Sri Lankan market 
because of limited registrations of Dossiers, lack of Common Technical Document (CTD) Dossiers and poor 
data compilation.   

 � Sri Lankan hospitals prefer local industry when it comes to purchases of ‘Pharmaceutical products’ (HS-30).

 � Sri Lanka does not offer a huge market for ‘Pharmaceutical products’ (HS-30) in case Pakistani companies 
decide to establish plants in Sri Lanka. 

 � Most Pakistani pharmaceutical companies do not have WHO certification, Pharmaceutical Inspection 
Convention (PIC) certification or Medical & Healthcare Products Regulatory Agency (MHRA) certification. 

 � Pakistani pharmaceutical companies mostly provide low end products at low prices to Sri Lanka.

 � Pakistan has well recognized pharmaceutical companies exporting to Sri Lanka including Getz Pharma. 
However, the competition for Pakistani firms is against Indian companies who take advantage of low pricing. 

Issues in Trading Agricultural Products 

 � Pakistani authorities apply an SPS requirement on import of all agricultural products and do not issue import 
permits for agricultural products including ‘Pineapple’ (HS-08043000 and HS-20082000), ‘Coconut’ (HS-
080111, HS-080112 and HS-080119), ‘Mangosteen’ (HS-08045030) and ‘Avocado’ (HS-08044000) etc. 

 � Pakistani exports of agricultural products are at times not at par with the international standards.   

Logistics Issues

There is currently a limited availability of shipping containers which has increased the cost of transportation. 
There is also a very high transportation and travel cost related to trade between Pakistan and Sri Lanka specially 
because only ‘Sri Lankan Airlines’ is operating using the Colombo to Karachi or Lahore route even though this 
is a direct route.    
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RECOMMENDATIONS
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Recommendations for Increasing Bi lateral Trade 
under PSLFTA

Coordination among Stakeholders for Dispute Resolution

 � The nodal chambers of both countries are advised to be in close coordination for resolving trade disputes 
in a timely and efficient manner. Awareness needs to be created among traders from both countries on the 
need to use formal banking channels. 

 � There is a need for Pakistan to establish dedicated desks in the Ministry of Commerce (MOC) and the Trade 
Development Authority of Pakistan (TDAP) among other relevant stakeholders to help resolve issues related 
to frequent changes in tariff structure and CESS in Sri Lanka. 

 � There specifically needs to be more coordination among authorities of both countries when unilateral 
changes to tariffs are involved so that the friendly relations of the two countries are strengthened.  

Increasing Pakistani Imports from Sri Lanka

 � All levies and regulatory duties except customs duties, sales tax and withholding tax should be removed on 
Pakistani imports from Sri Lanka.   

 � Pakistani government should make sure that Pakistani imports from Sri Lanka are of Sri Lankan origin 
according to the certificate of origin. 

 � Pakistani government should encourage Sri Lanka to focus on exporting to a niche market which has the 
purchasing power by promoting Sri Lankan brands among them. 

Increasing Pakistani Exports to Sri Lanka 

 � Sri Lankan government should be requested to provide business visas to Pakistanis within 48 hours.    

 � SBP is advised to provide subsidized credit to Pakistani exporters for value addition in exports to Sri Lanka.   

 � Pakistani authorities should encourage Sri Lanka to start importing products at a lower price from Pakistan 
relative to other competitors of Pakistan as this will allow Sri Lanka to save its foreign reserves while Pakistan 
will also benefit due to its depreciating currency.  

 � MOC and TDAP are advised to facilitate Pakistani exporters to establish a distribution network in Sri Lanka 
and establish offices like pharmaceutical companies have done in order to improve export competitiveness.   

 � Pakistani exporters should look to have local partners in Sri Lanka in order to export to Sri Lanka in an 
efficient manner as Sri Lankan government and their legal system supports domestic traders.  

 � Pakistani government should incentivize Pakistani entrepreneurs to establish factories in Sri Lanka in order 
to carry out trade activities directly. It will also help match consumer preferences on both sides more closely.  

 � Pakistani government should facilitate training farmers to produce and present agricultural products in a 
good manner.    
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Barter Trade

Since both countries have a lack of foreign exchange, a system for exchanging goods related to specific sectors 
including ‘Mineral fuels …’ (HS-27) and ‘Tea’ (HS-0902) should be developed between the two countries in order 
that trade flourishes.     

Brand Promotion and Investment

 � MOC and TDAP are advised to work on promoting Pakistani brands in Sri Lanka.

 � Pakistan’s Board of Investment (BOI) needs to match make between Pakistani & Sri Lankan investors.  

Phase II of PSLFTA

 � It is recommended to Pakistani and Sri Lankan authorities that the FTA between Pakistan and Sri Lanka 
should be further strengthened by including services and investment in phase II of the PSLFTA in order for 
the two countries to have a deeper economic engagement.   

 � Services like tourism and hospitality will prove to be mutually beneficial if included in phase II of the 
PSLFTA. Pakistan needs to learn from Sri Lanka on how to develop its tourism industry and gain technical 
knowledge from Sri Lanka. 

 �  The two countries can also cooperate in other services sectors including logistics services in phase II of 
the PSLFTA which will improve trade between the two countries. 

 �  Education is another potential services sector where Pakistan and Sri Lanka can cooperate in. 

 �  Pakistani banks are already functioning in Sri Lanka and is another sector where further cooperation will 
strengthen bilateral ties of the two countries under phase II of PSLFTA.

Recommendations for Increasing Trade in 
Specific Sectors under PSLFTA

Agricultural Products

 � Pakistani authorities are advised to revisit SPS requirements for importing products like ‘Pineapple’ (HS-
08043000 and HS-20082000), ‘Coconut’ (HS-080111, HS-080112 and HS-080119), ‘Mangosteen’ (HS-
08045030) and ‘Avocado’ (HS-08044000) etc. from Sri Lanka. 

 � Pakistani authorities should negotiate on increasing the TRQ for ‘Long Grain Rice (Basmati)’ (HS-10063010) 
with Sri Lankan authorities from 10,000 Metric Tons to 12,000 Metric Tons under PSLFTA as there is 
definitely a huge demand for importing the product and Sri Lankan consumers will benefit from the duty-
free import of the product. 

Textiles

 � Pakistan needs to customize its Textile products to compete with main players like Italy and China in the 
Sri Lankan market. Pakistan should learn from Sri Lanka in order to grow the country’s Textile Sector as the 
latter has technical expertise in the sector and it is mutually beneficial for both countries to cooperate in this 
sector.
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 � Pakistani authorities are advised to allow import of stock lot garments from Sri Lanka even if the price is 
relatively high because the fabric might be matching Pakistani consumer preferences as Pakistan is exporting 
a lot of cotton fabric including trousers, twills and knitted fabrics among others to Sri Lanka.

‘Pharmaceutical Products’ (HS-30)

 � Government of Pakistan should provide subsidies to Pakistani exporters of ‘Pharmaceutical products’ (HS-
30) to get Common Technical Document (CTD) Dossiers registered in Sri Lanka.        

 � MOC and TDAP are advised to facilitate Pakistani exporters of ‘Pharmaceutical products’ (HS-30) in getting 
certified for WHO certification, Pharmaceutical Inspection Convention (PIC) certification and Medical & 
Healthcare Products Regulatory Agency (MHRA) certification.

 � MOC and TDAP are advised to facilitate Pakistani exporters of ‘Pharmaceutical products’ (HS-30) for Pakistani 
products to comply with bio-similar requirements which will bring Pakistani ‘Pharmaceutical products’ (HS-
30) up to par with Multinational Companies. 

 � MOC and TDAP are advised to facilitate Pakistani pharmaceutical companies in importing raw material input 
which is approved from USFDA, MHRA, EU and WHO to ensure good quality. 

Recommendations for Improving Logistics 

 � Government of Pakistan should facilitate Sri Lanka to take advantage of CPEC. 

 � It is recommended that Pakistan International Airlines start operating direct flights between Karachi/Lahore 
and Colombo.

 � MOC and TDAP are specially advised to facilitate Pakistani companies to start functioning on Free on Board 
(FOB) rather than CNF and CIP to improve logistics and shipping. 

 � MOC and TDAP are advised to facilitate Pakistani traders who export to Sri Lanka to also import products 
using the same containers in order to ensure cost effective transportation and reduce the transit time.       
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