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What are the processed foods?
 The silent revolution
 Purpose and objectives
 Trends and patterns of processed food exports of Sri Lanka
Competitiveness and potential of various food 

manufacturing industries 
 Regulatory and institutional mechanism required to 

promote exports of processed food
A research agenda

Outline
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 The high-value agriculture products that are subjected to 
some value addition (i.e., meat, milk, eggs, fish, fruits, 
vegetables, flowers etc.) 

All of the products under food manufacturing in national 
accounts.

Processed food products
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 Potential to achieve multiple development targets

 Economic growth through industrialization based export growth 

 Through connecting small-holder farmers to global value chains. 

 Employment generation: the final stage of production is labor
intensive. 

 Women have been able to capitalize on these new labor market 
opportunities to an unprecedented extent. 

What is special about promotion of 
exports of processed food 
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 The Green Revolution was driven by technological 
innovation, namely the development of high-yielding 
varieties of rice and wheat, particularly in Asia and Latin 
America. 

 In contrast, the current restructuring of the agricultural 
sector is driven not by supply factors but by shifts in 
consumer demand, both domestic and international.

A silent revolution
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A growing domestic demand
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Global demand for food: Rates of growth 
in trade
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 To provide an overview of recent trends and patterns in 
processed food exports of Sri Lanka

Purpose of the presentation
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 To describe trends and patterns of exports of processed food 
from Sri Lanka

 To identify food manufacturing industries with export potential

 To highlight issues to be considered in developing a regulatory 
and institutional mechanism to promote exports of processed 
food

 To propose a research agenda for the SAARC Agriculture 
Center

Specific objectives
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2015: Exports from Sri Lanka1995: Exports from Sri Lanka

Changes in export basket
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2015: Exports from Sri Lanka1995: Exports from Sri Lanka

Changes in food export basket
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Food exportsAll exports

Export trends over time
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 Revealed Comparative Advantage (RCA) 
 Ratio between the share of a product in the exports of a country and 

the share of that product in the exports of the world
 Comparative advantage: RCA>1

 Product Complexity Index (PCI)
 Measures how complex a product is, i.e. how many capabilities it 

requires
 Developed countries tend to export products that are relatively 

complex and rare (made by few other countries) while developing 
countries tend to export products that are relatively simple and 
ubiquitous (made by many countries).
 The country will diversify into products with higher PCI

Measuring competitiveness and potential
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Hypothesis: Production involves learning and that the 
process of growth and diversification does not follow a 
random path, but rather, that it is incremental and to some 
extent predictable. 

Distance. 
 The proximity between any two products

 A country’s Distance from a given product, for example Product 
A, is calculated by summing the proximities to product A from all 
products in which the country does not have RCA and dividing 
that by the sum of the proximities to A from all products. 

 The lower the distance, the higher the competitiveness is
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Opportunity value 
 is a measure that summarizes the value of a county’s strategic position 

in the product space (how near or far it is from complex products). 
 A new product can be strategically valuable if it “opens doors” for 

future diversification – i.e. if it decreases the distance to other strategic 
products. 

Opportunity gain
 Measures future opportunities for diversification
 the change in Opportunity value from developing RCA in a new 

product
 The country will diversify into products with higher opportunity gain

 Frontier products
 Products which qualify all three criteria (complexity, distance, and 

opportunity gain)
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Complexicty map of Sri Lanka: 2014
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UNCOMTRADE data

HS categories 16, 17, 18, 19, 20, 21, 22, 23, 24

Disaggregartion at 4-digit level

Harvard atlas and intermediate results

Data
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• Food preparations not elsewhere specified
• Cigarettes
• Preparations of a kind used in animal feeding
• Bran, sharps (middlings) and other residues
• Tobacco, raw
• Fruit, nuts and edible plants preserved with sugar
• Extracts of coffee, tea or mat√©
• Waters flavored or sweetened

• Bread, pastry, cakes, biscuits and other baked goods
• Cigars
• Vegetables, fruit, nuts preserved by vinegar
• Cotton seed oilcake
• Cocoa powder, sweetened

• Crustaceans, molluscs and other aquatic invertebrates
• Alcoholic preps for beverages

Top most food exports based on export value

21/09/2017 22



• Bran, sharps (middlings) and other residues
• Cigarettes
• Vegetables, fruit, nuts preserved by vinegar
• Tapioca
• Extracts of coffee, tea or mate
• Tobacco, raw
• Fruit, nuts and edible plants preserved with sugar
• Preparations of a kind used in animal feeding
• Food preparations not elsewhere specified
• Waters flavored or sweetened
• Cotton seed oilcake

Food items with RCA > 1
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Frontier products (based on 2014 
distance, PCI and opportunity gain) 
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• Sausages
• Homogenized preparations of meat
• Other sugars
• Cocoa powder, sweetened
• Malt extract
• Mushrooms, prepared or preserved
• Other vegetables, prepared or preserved
• Beer
• Vermouth and other flavored wines
• Fermented beverages (cider, perry, mead, etc)
• Starch residues



 Promotion of investments in food processing
Connecting small farmers to global value chains
 Penetrating into new and growing export markets
Compiling to the WTO 
 Facilitation of standards, certifications, labelling
 Liberalization of importation of intermediate inputs 
 Establishment of export processing zones

Regulatory and institutional mechanisms 
required to promote processed food industries
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What are the global trends and patterns of processed 
food exports? How competitive is South Asia? 

What are the emerging products and emerging markets?

What is the export potential of processed food for South 
Asia? 

What are the opportunities for intra-SAARC and inter-
regional trade?

Research agenda

21/09/2017 26



 What are the determinants of bilateral exports of processed food 
products? 

 To what extent tariff barriers, non-tariff barriers, FDIs, trade openness and 
trade facilitation influence bilateral exports?

 What are the critical constraints faced by the food manufacturing firms in 
South Asian countries? 

 What changes to the national policy and regulatory framework of the 
South Asian countries are needed to improve the competitiveness in this 
industry?

 What regional initiatives can be developed to enhance the 
competitiveness of food manufacturing sectors in light of the WTO 
agreements on SPS and TBT that govern the global trade in processed 
food?  

Research agenda
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