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Facilitating the Hub concept In 3rf lfn1f thtOulh f mproved
Logistics performlncl A iln ttudy
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The world Bank in its publication 'corlncctirrg to ( unrpr,rr,,,0ltl' ,,l,rl'rl llr,rt lr,rrlr, 1rplr,,trr,,;lerformanceisdirectlylinkedwithimportanteconorrrir orrlrotfr,,,,,,urlt,r,. ll,trh,r,x;,,lt,,lorr,rltvr,r,,rlrr,rlionof exports,and growth' A commonly used definitiorr rlt'r,cilrr", krgr,,lrr,,,r,, 'lr,rvtrrg tlrr,rtglrt tlrrrrli,.rt tlre right place,at the right time, and essentiaily at the right [)ri(:t,'. ( orrrr oilrrrpl rogr',rrr ,, r o,,r,, ,rrrow,, ( onrr).urcs to maintainacompetitiveedge,sincelowerlogisticscostslr,ulsl,rlr,irrl'r'rrrlrr,llllvr,r,xlr,rrr,rl 
lr,rr1,. lhcbasicmodesof transportation are water, Rail, Road, Air and Pipr'linr'. w,rlr,r i,, llrr, ,,lowr,,,l !no(k,with rail, road, andairfollowintheorderof speedof delivery.Generally,thcortlt'r,,lrorrlrl l;1, 11'y1.1.,1.1lbylookingatcostsor

other commercial reasons' Water is the cheapest mode with r.ril, ro,trl, ,Ir{l ,rir tollow in the order of costof transportation' sri Lanka (sL) has no overseas logistics link vi.r ro,r(l or r.ril. Being an island and given theother comparative advantages, the sea transport has realizerd thc bcst option in the sL context. owingprimarily to the transportation fundamentals mentioned abovc sl's Air transport realizes less than t% ofthe total external logistics.

The Government of sri Lanka (GosL) has embarked on a development agenda based on the Mahindachintanaya with the objective of converting the country to a Naval, Aviation, commercial, Energy andKnowledge hub in Asia. In keeping with this objective, in the recent years, the GoSL has invested heavilyin developing the required infrastructure and the improvement of information and communicationtechnology' The United Nations Development Program (uNDp) has identified sri Lanka as an early achieveron l-0 of the 2l- indicators of the Millennium Development Goals. The three areas of naval, aviation andcommerce are directly related to logistics performance and international trade.
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Global perception

Internationally published reports namely, Doing Business reports of The World Bank and the International
I Inance Corporation, The Review of Maritime Transport reports of United Nations Conference on Trade
,tnd Development, The Global Competitiveness Reports of World Economic Forum, and The Connecting
Io Compete reports of The World Bank that contain different indexes and rakings in relation to logistics
ltcrformances of countries and international trade. However most of these reports provide market
;lerceptions based on survey results of stakeholders of the industry mainly freight forwarders. Therefore,
tnaking cross references to the national indices such as publications Central Bank of SL and various
I ogistics related trade associations in Sri Lanka would be necessary to understand the reality in the Sri
l,rnkan context.

5L has made steady progress in trading across borders which encompasses converting the country into a
Itaval, aviation and commercial hub. Indices that are used to compare performance of countries show that
Sri Lanka has progressed quite well. In the Global Competiveness Index (GCl)there was a marked increase
n 2012-2013 with a GCI of 52 out of 1'42 and a score of 4.3 out of 7. Sri Lanka has posted positive indicators
trr doing business across borders. ln 2OO7 , Sri La n ka was ra n ked 99 out of 185 cou ntries and by 2013 the
r ountry has improved in its rank to 56.

lhe country's ranking of Trading across borders has a high relavance in improving Doing Buseness
Itanking thus increase invetments in the country. The countrys logistics perfomance therefore is
supplimentary to this factor.

Indicator Rank out of L85 economies

20L3 2008

No of countries considered L85 178

Trading across borders Ranking 56 60

Overall Doing Buseness Ranking 8L L01

Table 1: Sri Lanka Trading across borders (IBRD, 2OOg & 2OI3l

2
ffiCINECRry CAlvlPUS



,l
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Connecting to compete

World Bank's Logistics P.rf,lt',ilt( r, lrrrllr,rl,t-, (lltlf r.,rrtlyrri rlr rlIt],rf tF.nt.. ra,l' rr rlr,l.rmining acountry'sLPl rank.i.e.Thct.flitir,rrrynl rrr.,lulnl ,lnllnrnlrt fftriltrlHFtiltsfilrledr+n,, ltl.rlrr,rlrlyof tradeand transport infrastructurt'; lltt'r',1',r',1 ,rtt,lrHlttg r'tttlrrrlrllvnly lrthcrl rlrl;r'r',t lf * ,,rrrrrr,tence andquality of logistics servict':'; llrr' '1111;11! l, lr;rr l. rlrrl rrru r, nrtrirgtrnr,nr- rl*, rr, ,rr,.rr y with whichshipments reach consignt't':, willrrrr',r lrr.rlrrf'rl,r r,.;11,1 lsrll qllrllvrly llt,r,,
In the connecting to (.ottt1tr'lr'l{t'1rn1| 

1111lrll',lrlrl lry llrr wlrrrf Hrlrh r1 ,1r1 ..ri r.rrrr,,r,,, LogisticsPerformancelndex(LPl) w'r"t,ttth.rl,rrll',rrr,rl ll/'ul lFrli,rr11lrlr,,, Hv ]rll, rl, r,rr rr,r,.r'r'r.v€dtog1.It is encouragingto nolt'tll,tl ',1 ',lt,w',,r'.1;ltrlflr,rtrr ltl;rt,vr,nlinf rtr,rll llrr, 1.,.y ,,,1rrl,,rr.rrr,.
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Maritime sector

The shipping density is vcty lrililrttr',rr lltr",,rrllr.rrr P,rrt ,l ',1 ,rrrrl r,xp.rt., lr'rr virrious fields believe thatthe country is locatc<i;tlottli tltt"'\ill< llorrlr'. llri,, r,, ton,,irrt,l0rl llrr, lrrrsi(,sl sczr Route in the world with astaggering hundred th'us:'ttttJ:,ltiPs trt.r:,sin1iby lhis.rrt.,r t',rr.rl yr'.rr r.alizing nearly 290 ships a day. on topof this sL is strategically locatcci in such (r w.ry that more than 17 international ports can be fed veryeconomically' All these factors give one strong message, that the maritime sector should be given the sl,snational priority as the country is yet again poised to regain its strategic position as the ,,The 
Hub of theEast".

The transhipment business has slowed down in absolute terms during the recent years, despite the factthat 2009 decline has clear and somewhat justifiable reason taking the global recession into consideration.However' the total volumes continued to grow pulled by the growth of ,,domestic 
volumes,,.

Logistics l)r,r lor nt,ltrr'
Infrastrut llrlr,
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y = -23L81x2 + 9E+07x - 9E+10

R2 = 0.9521

y = -27I37x2 + 1E+08x - 1E+11

R2 = 0.9614

y = 4564.9x2 - 2E+o7x + 2E+10

R2 = 0.8595

y = 3753.3x -7E+O6

R2 = 0.4351
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Figure L: Container Volume handling trends at the Colombo Port (CASA Performance Review, ZOt2l

Since the small size of the domestic economy is grossly inadequate (unlike in a larger economy such as
India or China) to push, on its own import export trade volumes, the shipping demand for Colombo port
to the scales of a vibrant regional naval hub, this decline in transhipment volumes is a serious issue of
concern. External trade in SL shows a steady growth annually except a drastic decline in 2009 attributed
by the global recession as shown in Table 3.

2002 2003 2004 200s 2006 2007 2008 2009 20LOt 20LL2

Exports 4,699 5,L33 5,757 6,347 6,883 7,640 8,LL7 7,O85 8,626 10,559

lmports 6,106 6,672 8,000 8,863 r0,253 LL,296 14,091. LO,207 13,451. 20,269

Table 3: Sri Lanka's external trade in USD Million 2OO2-2OLL (CBSL, 2OI2)

New business opportunities

lmproving logistics performance is an important development policy objective of the country because
logistics have a major impact on the 'Hub' concept. In keeping with this trend logistics centered business
activities will be encouraged under this new business concept. The emerging business opportunities in Sri
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Lanka may include, 1-) Entrt'Ptttl lt,ttlr'ltrvrrlvllg lrrr;nll Mlt*rt FtHFcstlftg gtlrl r,ap,1l -,) off shore
businesswheregoodscanbt'PtottttrrlfrnrrrnnEtrrurltyrrt tt|tttilfgtltttcdltti,npr,lntry,rrrrl,,lrippedto
another country without brirrginpi lltt' '.,rtur, lnll rrrl lrttrf *r lf FtuvtrlflE ftprrl *1,1 r rvrr r,,, to clients
abroad;4) Operation of tltt'ltt'.ttl tltt,ttlt't'. ,f lr,,rrlltrg frttynm fll lltE tfteilgFftFnl r,l tlrr, lrrr,rrrt.e supply
chain and billingoperatiort; ,lrtl rr) logl',tlr 1..r.rvlnrh rrh rt flrtrrlerl wdf efIrttqp

lmpediments to logistics

World Bank (201-0) icit'rtttllr", llvr hly r'h'1111,1r1r rr,l,rllng ll l|ttlrrirfln11,lf ;, ll lrr]{t 1r t,,.rl,,rrrr,rnce of a
country. These includtl ll,trlt' tr'l,tlrrlltrf r.r'.lrur lrrt rpr,rllly,illl ,,rt;r;rly,f lrpt ,1r , r\,,r! r..,. { (r. customs
modernization, integritliott ol lkrtrlt.t Mrilrrtflrrf ;1t,il1 il,Hlilltrrl frilllll,tllilil,ilil1 lr ilr tl

With respect to tradt' lt'l,tlrtl tttlt,t'.lrttr lnn, ',n1111, f, 1,y ;lrlrrli, l;r l1rlr,., llrr rlr tr.rtirrrr ,l ,,mmercial
aCtivities frOm statttloty ,rrrrl rr.;-irrl,rluty rrrl,,.,lln,, ll lll, ;nr1l ,lrllrrrrtly nr r r..,..f 1rl ;rrrv,tte SeCtOr
paftiCipation in cont;rittct llttttttr,tl rr;rr,t.rllnt1,, ,,,,,l ,rllrrrn,rllnrr rrl r tr,lltrr Il,rt r.rlltr,,, llrr,rluality and
availability of tradc lt.l,rlr,rl lrlr,r,,lrrtr lutr,, r.,,lu,r l,rlly rr,,ll., .,llll r lrr.lr,rirl l,1,t.,ttr,, l'(.llormance in
developingcountrit's,t",1lr.rl,tllylilr rrrililltlr.,,wlllrllrr, lrlwr,..l lttilr111r,.. (W,,rlrllt.rrrl,,.,t]l.r)

Table 4: Infrastructure- Selected competitive indicators in Sri Lanka. WEF (2010 & 20j.1)

Border management in Logistics

Increased volumes in international trading of a country mean more activities in border management. Sri
Lanka reduced the time to export by implementing the ASYCUDA world electronic data interchange
system' (lBRD, 201'3) In the above hub concept the country's logistics performance plays a vital role
especially with respect to Maritime, Aviation and Commercial hubs. Therefore improving logistics
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ffiplhrnt



performance has a significant importance in the current context. This could never be achieved without
ltighly efficient, modernized Customs administration in the country, which performs the agency and
regulatory functions of the state, at the frontiers. Customs is one of the key components out of six Lpl
components and the report refers to the efficiency of the clearance process, namely speed, simplicity, and
predictability of formalities, by border control agencies, including customs in particular by this short name.
(World Bank, 2012) The corruption at the border is a common consequence of complex customs
f ormalities, and capacity constraints. An effective customs need required capacity to process imports and
to facilitate export shipments prior to stipulated vessel cut off times. However customs is not the only
border managing agency thus encourage cooperation with other border agencies is important. The trend
with respect to key border management activities and functionalities are elaborated in the table 5.

lndicator Rank

2013 20!2 20t1, 20ro 2009 2008

No of countries considered 185 183 183 183 181 778

Documents to export(number) 6 6 8 8 8 8

Time to Export(days) 20 2L 27 27 2L 2L

Cost to export (USD per container) 720 7t5 71.5 715 865 810

Documents to import(number) 6 6 6 6 6 6

Time to import(days) 19 L9 19 20 20 2I

Cost to import (USD per container) 775 745 745 745 89s 844

Table 5: Sri Lanka at borders (comparison as per Doing Business Report) (lBRD, 2013)

Way forward

The comparative analysis of data and information suggests that there is a considerable progress. With
regard to the way forward, the GoSL needs to concentrate on five key areas that are paramount for further
progress. These areas include; regulations and legal Framework, infrastructure, systems and procedures,
ICT functionalities and HR competencies. From the human capacity building perspectives, professionals in
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supplychainmanagementrrur,(l lollr,vr,tllr,rl llrlrr,.ltytr;rrrrl,tllrlrlfrrrlft,f l1 1r1rr.qlrwtllrsupplychain
solutions' For an example consitlct lltt",lrll'rllrr ll lrlrirnfr'rfrillhdlr f l1, l,r'rwl.rl1ir,,l temperature
maintenance of such logistics is crilir.rl lrrrt lrr tr.,rlllV lllr l,qprrr llvrr f l11! lf lrtf rlrl 1rrr1,r,,t.rrrd its gravity.
Ultimate resultwould bethatthtl t1li1',1111tt'l'r rrrrr! r nrrrlrol lu llly 1l1rf1r1 llylr lrrlr,r lt,rr..,r,, tlrr,.fficacy is notmaintained' Therefore, backwarcl itltr'llt,tltrtttnl rhrrrr,rlrr hrlrwlr,rfHr, w'lhlr rr,,rrr,,r |,rr,lr.r. professional
especially in complicated and ev.r r lr,rrrpirrH ,rr!,r,. ..lrr lr ,rr, r,grrrr'r

ln general, an "lnternational Logistit', M,rrr,r1-1r,r" wlr, r,, lrllf r,1,,11lr,rlly ,11,rlrll,,,l rrr rlrr, discipline of"lnternational Trade" such as WTO l,rw, lrrlr,rrr,rllnrr,rl ( llnnrtr l,rl lrrlt,,,tr ltlt1,, ;.,*. r rr,,l<lms Law etc.,will be able to take more proactivc (l('n,,tott,, ttr llrr. lrlrr,,r,ltl lrtllrllr,rlr,rl lrrvtr,rrrrrr,trl ln a summaryprofessional education in logistics rcl;rtr,rl rtrlr;r,r I lno lr,r,.,rrrlrrrllrl,lrl t.,lr, lr,l,l,ry lr rrrrproving logisticsperformance of Sri Lanka.

About author
Author is a PhD candidate in 'r't'trtt,,s1trt'r Prtttttrttt,rl rrttr r ttr,tr/rr t
experience in shipping, k44i,rlit..t trtttl ltttt.th,r. tttt,tttt,t,t,tt,,t I ll
Marketer.

lltt,trtr,t ntt ill I lt,, , ,rttttlt ntttt t llttttt .l-\ y,gLr, WOfking
t\ tt ( lttutr rr,l tur ntl,, t ,,1 t'll,l' rttttl u Chertered

ii 1*tf#sE g #F \fidtsffif,)M

I
I
J

t It i s the rns rk CIf on
educated rnind to be .oble
t0. .tntertstn a thought
wi thrilrt clc c ept i. ng t t "

{Aristor[e]

ffighrnt


