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Editor’s Desk

Its a market, and that’s an
important distinction
Look a little closer and it becomes apparent; although Amazon and Alibaba
are e-commerce leaders in their respective markets, the two companies are
different in several ways. E-commerce giant Amazon’s success in the West was
due to it being a straightforward retailer. Most of what is listed online is its own
inventory held at its own warehouses.
China’s Alibaba, India’s e-commerce firms Snapdeal and Flipkart and other
Asian e-commerce sites including those owned
by Alibaba under the Lazada and Daraz brands
are predominantly marketplaces. The firms
themselves own very little of what they offer for
sale online. In the case of Daraz in Sri Lanka, 95%
of its online offerings are listings of independent
retailers. Those marketplace participants include
Sri Lanka’s largest consumer goods retailers like
Abans and Softlogic retail, but also hundreds of
small businesses from both here and overseas.
Marketplaces empower enterprises. Businesses
can list their products not just in local marketplaces but also in international ones.
On the cover this month is the head of Daraz’s business in Sri Lanka,
Rakhil Fernando, who discusses how in advancing the marketplace model for
e-commerce, the company has several bottlenecks to bust before more people
will be buying online. Less than one percent of Sri Lanka’s retail sales are done
online. As more people come online, e-commerce will be in a frenzied battle
for their custom. However, the other challenges for adoption lie in financial
development for cashless payments, and overcoming poor logistics infrastructure.
Then as more consumers start buying more stuff online, those who have
built the supply chains and payment system for smooth order fulfilment at
scale will win.
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How the Federal Reserve
busted Sri Lanka, Latin
America and fed strongmen,
anti-Americanism
The US Fed set up dozens of
central banks in Latin America
and in Asia based on the thinking
of Argentina central bank creator
Raúl Prebisch which led to import
substitution and stagnation or
monetary havoc and revolution
BY BELLWETHER

SOURCE: FEDERAL RESERVE
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ri Lanka's monetary instability, the rising cost of living, falling
living standards and the resultant strikes, revolutions as well
as the enactment of authoritarian constitutions are a common
thread in almost all countries where Latin America style central
banks were set up by the Federal Reserve.
In many of the countries, central banks were set up post
Depression, in a philosophy peddled by Raul Prebisch a key force
behind Argentina's central bank and so-called 'development economics'
and Robert Triffin who came to head Latin America unit of the Fed.
These flawed unstable soft-pegs became top customers of the
International Monetary Fund, with very 'flexible' exchange rates, involving
never-ending energy subsidies followed by price hikes and in many cases
sovereign default.
Some exchange rates were so ‘flexible’ that, three zeros at the time
were taken off (re-denominated) and new currencies issued amid massive
depreciation and inflation.
In many of these countries, which were originally friendly to the US
and had turned to the country for help, widespread inflation and currency
depreciation laid the ideal foundation for Anti-American sentiments
to be stoked by leftists and the Soviet Union. With high inflation and
economic decline, many of the countries became ungovernable, leading to
strongmen or military dictators coming to power and remained in power
with severe repression.

East Operations
Operations successful - patients dead

SOURCE: FEDERAL RESERVE

The Kemmerer Wave and the Deadlier Triffin
Wave
The first wave of central banks in Latin
America after World War I was set up by missions
involving the so-called 'money doctor' of the US,
Edwin Walter Kemmerer, who was at one time at
Princeton, where decades later another professor
from the same university, helped triggered the
Great Recession.
The first wave of Latin American central banks
including Colombia, Chile, Ecuador, Bolivia, and
Guatemala and Peru at least paid lip service to the
gold standard like the Federal Reserve and were
not intended to have collapsing exchange rate.
But like the Federal Reserve did with open
markets operations, they had enough tools
to inject money and bust the gold standard.
During the Great Depression as commodity
prices fell and tax revenues fell, it is exactly
what happened and many of these countries
went off the gold standard.
Unlike the Bank of England which kept the
gold standard - more or less - with a near market
discount rate that moved, the Open Market
Committee which evolved gradually in US tried
to fix economic conditions after World War I,
eventually created the Great Depression and
ended the gold standard.
A second wave central bank created by
Robert Triffin and his followers was much worse.
They involved the Depression-era philosophy.
Robert Triffin who had come to head what
was effectively the Latin American unit of the
Fed, peddled a philosophy involving more
intervention and so-called counter cyclical
policy involving Keynesianism.
The problem with depression era economics
was that at normal times, such philosophies
created monetar havoc. When credit was
negative it was easier to print money and
get away with it. In fact, liquidity and foreign
reserves tend to go up automatically (as gold did
in the past) when credit collapses and interest
rates fall. There is no requirement to print money
to cut rates during a depression.
But if currencies are unstable, there could be
capital flight even when credit was weak.
The reason many Latin American countries
got into trouble even before the Triffin-Prebisch
wave was because unstable currencies triggered
SEPTEMBER 2020 ECHELON.LK 15
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capital flight.
In 1935, Raul Prebisch led the effort to set up the Banco Central de
Argentina, which had multiple tools to print money and also for exchange
controls. The idea was to sterilize the balance of payments on one side and
promote credit on the other.
This was much worse, since the idea was to use the central bank for
state-led development, which proved to be disastrous. State led called for
central bank credit even at all times, which was a disaster.
But with Roosevelt's New Deal, the deadly second wave of exporting
interventionism under Robert Triffin was right on cue. Ironically it was
supposed to have been done under a ‘good neighbour’ policy to help the
Latin Americans.
Raul Prebisch Influence
In 1941, Robert Triffin helped set up a central bank for Paraguay, which
was interventionist unlike the earlier ones.
"You have developed monetary principles in your projects which are
most suitable to countries like ours," Prebisch later wrote to Triffin.
'I deliberately include Argentina….. Paraguay now has an efficient
instrument for the stabilization of its economy. If managed with good
judgment and prudence, the reform will be the beginning of a new
monetary orthodoxy in our countries, under the auspices of the big shots
of the Federal Reserve.
"We shall be freed, my dear friend, of the exorcisms by which foreign
advisors would have wished to purify the exchange policy of these
countries in not too remote periods."
Triffin replied that he was actually inspired by Prebisch.
"If the reform is successful I think the credit should always go to you.
Yours was really the hard work while mine remained perforce confined
to more or less academic theorizing."
The Depression was basically the result of a bubble fired by open
market operations of the Fed system in general and New York Fed in
particular during the 1920s. Commodity prices fell as the credit bubble
collapsed and banks also collapsed much like the Great Recession run.
American New Dealers devalued the dollar to 35 dollars an ounce from 22
despite there being no credit and banned the public from holding gold.
Prebisch thought that less industrialized countries that exported
commodities were hit worse and that those with industrial goods
managed to maintain price. In actual fact, farms were suffering and were
foreclosed in the US as well.
So he went on an 'import-substitution' and state led industrialization
drive which was much worse than any the infant industry strategies of
Adolf Wagner and the German nationalists.
When credit recovered these depression-mindset central banks
destroyed and destroyed utterly. Entire economies were laid waste,
entire populations were left destitute or starving or in revolution.
Though the central bank operation was successful, the patient
died, with a cancer eating away at the monetary foundation of every
individual, every family, every business, and finally the government.
In the lucky few countries which dollarized, the central bank and the
16 ECHELON.LK SEPTEMBER 2020

In 1935 Raul
Prebisch led the
effort to set up
the Banco Central
de Argentina,
which had multiple
tools to print
money and also for
exchange controls

worthless paper money consumed itself as
people shifted to dollars.
Ceylon Central Bank
The Fed mission to Sri Lanka (Ceylon) occurred
after World War II. At the time the US was
recovering rapidly.
The State Department soon after the War
had been at the time getting dollar pegged
central banks to sign up to Harry Dexter
White's Bretton Woods soft-peg system. Harry
White was an arch New Dealer.
Interestingly the Bretton Woods was passed
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partly with the votes of the so-called 'Latin American bloc' of countries
(not Argentina) which had links with the Fed and they asked for certain
concessions, later researchers showed. (see The Latin American Origins
of Bretton Woods/Eric Helleiner).
''It is essential to the success of the foreign missions or assignments
that the System staff members participating be individuals of the highest
competence and ability…," Ralph Young, a Fed official who later headed
its Research and International Divisions wrote in 1950.
Accordingly John Exter was selected to go to Sri Lanka. Exter had
previously set up the central bank of the Philippines.
"In connection with any foreign mission or assignment involving
Federal Reserve participation, it should be made explicit to the party
requesting assistance that the work and recommendations of Federal
Reserve representatives will be on a basis of intellectual independence
in the light of their technical experience and training, and that their
studies and recommendations do not carry the endorsement of the
Board of Governors or of a Federal Reserve Bank," Ralph A Young, who
was at the Fed's Research division and later secretary to the Open Market
Committee explained in a memo to the Board.
"It should also be understood that the Federal Reserve representatives
will give practical effect to the history, development, and current needs
of the country or area concerned, and that their recommendations do not
necessarily establish a pattern or model for any other country or area."
In practice however most or all of these central bank constitutions
had a cookie cutter Monetary Board, and in line with TriffinPrebisch and New Dealer thinking, Finance Ministry involvement and
interventionist tools.
This was in spite of Exter later turning out to have been an independent
thinker and a Keynesian skeptic as Fed money printing intensified in the
1960 under interventionist policy.
If there are no active open market operations and there is a wide
policy corridor it is possible to hold pegs for long periods.
Strongmen and Dictators
Many of the countries in which the unstable central banks were created
went into the hands of dictators after economic contractions driven by
currency collapses.
Philippines, where Exter set up a central bank came under a strongman
Ferdinand Marcos and is now under another strongman.
When Korea came under US authority after the defeat of Japan, the
Bank of Chosun (Japanese had prohibited the use of the word Korea)
which was carrying out monetary activities triggering inflation and
steep depreciation, was transformed into a new central bank.
Having seen the effects of military financing under Japanese rule on
the currency and consumer prices, Bank of Chosen officials were keen to
run a stable monetary system. However politicians wanted development
economics. Korea was unlucky.
The US Economic Co-operation Agency (basically the Marshall Plan
unit which it goes without saying was New Dealer style) helped Korea set
up the first central bank and it was a disaster.

Arthur Bloomfield, a Fed official, was sent to
set up the new Bank of Korea with greater
stability in mind. But with Keynesianism
riding high, it was doomed to failure. The law
was also revised by the finance ministry.
The 1945 won fell from 15 to 6000 won to
the US dollar. The new Bank of Korea started
with a new currency called Hwan, at 60 to
the US dollar. It collapsed to below 1200 by
1961 and General Park Chung-hee set up a
military dictatorship.
Korean Debacle
The central bank along with the constitution
was changed. All dictators like to change
constitutions to get more powers. That is
their stock in trade. The Park's later Yushin
Constitution introduced six year Presidential
terms with no term limits. J R Jayewardene
did the same.
In 1962, a new won was started at 1 for 10

Robert Triffin helped
set up a central bank
for Paraguay, which was
interventionist unlike
the earlier ones
SEPTEMBER 2020 ECHELON.LK 17
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Operation successful patient dead in korea
Collapsing currencies and high reserve ratios paved the way for
subsidized credit

SOURCE: FEDERAL RESERVE

hwan or about 125 to the dollar. In subsequent decades it was devalued
periodically but it held for fairly long periods, like the Bangladesh Taka
over the last decade allowing for periods of stability and growth.
In the early 1980s, after very high inflation and currency collapses in
the wake of US tightening under Paul Volcker, the central bank reformed
its operations and the currency started to finally appreciate. But it was
too little too late and the dictatorship was toppled after a massive strike
coming from the previous years' inflation and wage suppression (a type
of REER targeting). South Korea is now a free country and OECD member
which imports labour.
Chile - whose central bank was created in Fed waves also fell to a
dictator Augusto Pinochet who was friendly to the US after a socialist
elected leader was deposed. The legitimacy of his constitution - which has
been amended multiple times - is questioned even now. The Chilean peso
fell from 600 to 800 to the US dollar over the past two years, triggering
an economic meltdown. Chile was a poster child for reform at one time.
But the central bank was not reformed. Nothing works for long with bad
central banks.
Argentina also fell to a military dictatorship is a poster child to the
meltdowns coming from Prebisch style central banks.
Japan was extremely lucky that that the US military administration got
Joseph Dodge an American banker, from West Germany, who had worked
with hard money Austrian-style German economists after World War II.
He promptly fixed the Bank of Japan, fixed the currency, eliminated
dual exchange rates, and closed the development bank (Reconstruction
Bank), which was fueling inflation by selling securities (Fukkin Bonds)
to the Bank of Japan. Dodge worked with the military administration of
Douglas McArthur and managed to edge out the New Dealers. After the
so-called 'Dodge Line stabilization' Japan remained a free country and
18 ECHELON.LK SEPTEMBER 2020

became an export powerhouse, second only to
Germany. Its currency remained fixed till 1971 at
360 and has since appreciated.

Foreign Policy Disaster
One of the biggest ironies is that the Fed
believed that it was helping American foreign
policy in setting up money printing central
banks in developing countries.
When the Prebisch-Triffin central banks
were set up, the US hoped it would lead to
friendly ties. US President Franklin Roosevelt
apparently ‘helped’ Latin America on a ‘good
neighbour’ policy.
"Foreign missions or assignments have
always been recognized as ancillary to the
foreign policy of the United States," Ralph
A Young, who was at the Fed's Research
division and later secretary to the Open Market
Committee explained in a memo to the Board.
"The furnishing of technical assistance
of kinds that the Federal Reserve might
properly provide, when requested by a foreign
monetary authority or government (or by an
agency of the US Government) affords a means
whereby relations with foreign central banks
and whereby the United States may increase
its influence abroad in ways which are free of
imperialistic or other undesirable implications.
In practice however many of the central
banks were disastrous to US foreign policy.
The economic hardships brought leftists to
power who were aligned to the Soviet Union
and they went on a confrontation course with
the US. Or right wing dictators or strongmen
who abused human rights came to power.
When the IMF went to rescue the countries,
without reforming the interventionist powers
of the central bank to stop the depreciation and
instability but simply raising taxes and raising
fuel prices to fit the depreciating currency,
entire populations turned against the IMF and
America, and Washington in general.
Cuba went to the communists outright.
So did China. The the repulican Kuomintang
who lost to Mao seemed to have learnt its
lesson in Taiwan.
In Latin America there was a massive
backlash against the US as leftists came to
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power in countries with monetary instability. Exchange controls and
expropriation killed investment. The IMF was blamed for its never
ending programs - perhaps rightly - as it did not address the root
cause - the flexible or depreciating exchange rate coming from a bad
Triffin-Prebisch central bank.
All reforms failed with a rotten monetary foundation. The supreme
irony was that the problems and corrective actions blamed on the IMF
and markets in fact stemmed from interventionist and anti-market
central bank and related policies.
The fascination with neo-liberalism spoken about by Wimal
Weerawansa and Governor W D Lakshman in Sri Lanka also has its
roots in the Latin America backlash. Import substitution (which also
fascinates Sri Lankan policy makers) and state led industrialization
were also hot themes in Latin America.
"Years ago I had become impressed with the Argentinean economist
Raul Prebisch, both in his innovative approach to central banking and in
his analysis of cyclical dynamics…" wrote Henry Wallich, who was later
appointed a Fed Governor by President Nixon. "His thoughts helped me
to sort out my own ideas about how export economies worked."
"I was less enthralled by the developmental policy principles, not
necessarily derived from Prebisch, which had taken over in Latin
America under the motto of 'import substitution''.
Wallich set up a central bank for Cuba - which he called an export
economy. The country went to Fidel Castro. He also set up the central
bank of the Dominican Republic, which even now is having similar
problems to Sri Lanka.
Its credit was downgraded earlier in 2020, the IMF gave it a Rapid
Finance Instrument injection and currency depreciation is triggering
losses in energy utilities - again like in Sri Lanka.
The economy is partially dollarized which has reduced somewhat

Doing Favours to Neighbours
In doing a ‘favour’ by building a Prebisch-Triffin central banks,
America created economic havoc in Latin America

SOURCE: FEDERAL RESERVE

Henry Wallich set up
a central bank for
Cuba - which he called
an export economy.
The country went to
Fidel Castro.

the ability of the central bank to impoverish
the public.
In addition to Prebisch, they were
influenced by Triffin, Wallich had said.
"With respect to a number of other
countries including, Paraguay (11 IMF deals,
Dominican Republic (9 IMF deals), Guatemala
(15 IMF programs), Ecuador (19 IMF deals dollarized sovereign default), The Philippines
(23 IMF programs, recapitalized), Korea (17 IMF
programs - developed country) and Ceylon (16
and counting), Federal Reserve technicians,
especially Robert Triffin, David Grover, Arthur
SEPTEMBER 2020 ECHELON.LK 19
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The first few patients
Paraguay was the first Triffin central bank that was created. Over the
last 7 years its currency had fallen from 3900 to 6000 to the US dollar

SOURCE: FEDERAL RESERVE

Bloomfield, John Exter and myself provided advice embodying many
of the ideas pioneered by Triffin," he wrote (Some uses of Economics).
Triffin is now known not for the disastrous soft-pegs he created or
inspired, but for his criticism of the Bretton Woods system of soft-pegs
and the eponymous Triffin's Dilemma', which takes the cake, since all
the central banks he built had the same or worse problems that he did
not warn about it.
''…[T]he reforms which I proposed were truly revolutionary at the
time," Triffin himself wrote.
"They sought to put monetary and banking policy at the service
of the overwhelming development objectives previously ignored in
central bank legislations copied one from the other and trying merely
to imitate a distant and largely inappropriate Bank of England…"
Rising socialism and state intervention in the monetarily unstable
Latin American countries also led to expropriation and driving out
of foreign investors. Sri Lanka also expropriated as well as having
exchange controls.
East Asia Central Bank
Successful East Asian nations and Gulf Co-operation Council nations
on the other hand embraced classical economist ideas of the British
classical liberals and in the case of Singapore, the London School of
Economics where Hayek, who challenged Keynes, taught. Currency
boards were invented by the British.
Singapore (modified currency board- No IMF programs), Brunei
(currency board) and Hong Kong (re- created currency board, no IMF
programs), were either colonial currency boards or very hard pegs that
20 ECHELON.LK SEPTEMBER 2020

operated on currency board or pre-1917 Bank
of England style peg principles which were
similar to a currency board (gold peg).
Malaysia set up a central bank but operated
a hard peg (no IMF program even during the
East Asian crisis). Thailand went to the IMF
five times including once during the East
Asian crisis.
Indonesia, another East Asian laggard like
the Philippines, which exports labour to GCC
countries and to stable East Asian nations,
had gone to the IMF 11 times. Its central bank
was set up under different conditions partly
inspired by the Netherlands, also in 1953 like
that of South Korea.
"In Indonesia, the decision to establish a
new bank appears to have arisen more from
the desire to sweep away the traces of the
colonial past than from any strong conviction
that the Java Bank was inadequate to meet
the central banking needs of the new nation,"
wrote Irvine Reed, a rare classical economist
who had worked at the Fed.
"The Java Bank had served for 125 years as the
sole bank of issue, in the area now constituting
the Republic of Indonesia."
The private bank was nationalized after
independence. A new law was passed. "Bank
policy will be determined by a three-man
Monetary Board, composed of the Ministers
of Finance and of Economic Affairs and the
Governor of the Bank," Irvine observed in 1953.
"This is a compromise between the views
of the officials of the Java Bank, who sought
greater independence for the new central bank,
and those of government officials who desired
to follow the Dutch pattern and to make the
Bank subject to the direct orders of the Ministry
of Finance in policy matters.
"The device of setting up a policy-making
board on which the Minister of Finance, or
his representative, and the Governor of the
Bank serve as co-equals had already been
introduced in the Philippines and Ceylon, and
the experience of these countries may have
suggested this solution in Indonesia."
The rest is history. In the East Asian crisis the
rupiah collapsed from around 2000 to 10,000
which was the worst fall among the countries
affected. It has generally been operated as a
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crawling peg in a type of REER targeting unlike the better performing
East Asian nations, leading to ever rising prices and energy price reform
protests. There is currently a bill to strike three zeros off the rupiah,
which however has not been taken up.
Prebisch Proved Repeatedly Wrong
The less than stellar experience of Indonesia and Philippines, the
absolute collapses seen in Vietnam, Laos and Cambodia (Cambodia
is now dollarized and booming) and the examples of Singapore,
Malaysia, Hong Kong and Taiwan have destroyed the key themes of
Prebisch's theory.
China fixed her currency in the early 1990s after the Tiananmen
Square massacre which came in the wake of high inflation and
currency depreciation. After the 1986 re-opening of Vietnam, the
economy imploded due to central bank re-financed credit. East Asia
proved conclusively that countries with monetary stability performed
exceptionally well. Both Germany and Japan, which were influenced by
German/Austrian sound money principles (Japan after Dodge reforms)
had also outperformed most other Western war torn nations after
World War II.
Japan after the Meiji restoration in the mid 9th century went
on a state industrialization drive and then had the first large scale
privatization drive as monetary instability hit finances. Taiwan
and Korea, which were colonies of Japan, were driven largely by
domestic industries.
But East Asia also busted another of Prebisch's pet (Depression-era)
theories known as the Prebisch-Springer hypothesis, which claimed
that industrial products had higher prices while commodities (produced
by developing countries) fell.
East Asian countries including China and Vietnam which were run
by the communist party industrialized with foreign direct investment
(as opposed to socialist expropriation in Latin America) and their output
led to falling real prices of industrial goods, which even led to factory
closures in Western nations.
Long periods of monetary stability in the West in the 1980s and 1990s
also led to productivity improvements as companies competed and
innovated and developed technology, rather than battling the effects of
high inflation, currency collapses and never ending strikes.
When the Fed fired the mother of all (or Bernanke doctrine)
liquidity bubble (firing booms in commodity/food/metals/precious
metals) which triggered the Great Recession as well as the 1970s
oil shocks) it was clearly shown that commodity prices could rise
independently of industrial products when reserve currency central
banks printed money.
Mini-commodity booms also followed each quantity easing exercise
during the Great Recession. Commodities could rise again in the current
Covid injections.
This was the complete reverse of what was seen during the Great
Depression. Bernanke was also a depression-era scholar which is
believed to be why he influenced Alan Greenspan to fire the post-2000

liquidity bubble as inflation fell in the wake of
the collapse of the earlier tech bubble.
Time Warp
Keynesian remedies in general are depressionera tactics which cause havoc in normal
times (when the credit system recovers from
the broken bubble). China and Vietnam
industrialized
(Prebisch
style)
during
communist rule. Many of the SOEs made losses,
and central bank financing busted the currency.
When the People's Bank of China was reformed
to fix the Renminbi, a key rule was to stop
financing SOEs. The two countries grew fast
only after foreign companies with exportable
products set up shop.
In countries with monetary stability in
East Asia, growth was also driven by strong
non-tradable domestic activity in housing and
services including entertainment.
Unlike Latin America which was plagued
by capital flight (as well as destruction of
domestic capital through depreciation), East
Asian countries which rejected Prebisch-TriffinKeynes wholesale, ended up exporting capital
to the West making them run trade deficits.
Mercantilists called this phenomenon, which
came from monetary stability and central banks
which operated policies consistently tighter
than policy-neutral currency boards, the Asian
savings glut. GCC countries with currencyboard-like systems also re-exported petroleum
receipts (Mercantilists call them petro dollars),
while oil producing countries like Iran, Nigeria
and Venezuela collapsed.
Monetary stability is not a cure all.
Expropriation,
regime
uncertainty
and
nationalism can still hold back countries.
Nationalism hit both Germany and Japan which
also triggered a World War. But when there is
monetary instability, hardly anything works.
Though Prebisch was proved wrong by East
Asia on both central banking and state led
industrialization and import substitution, and
Latin America remains backward to this day
largely due to Prebisch-Triffin central banks. His
ideas are worshipped in Sri Lanka.
Sri Lanka is caught in a time warp due to the
ideology of people who learnt these ideas in
their young days.
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TAX NET:
MIND THE GAPS

S

Sri Lanka's Auditor General says
the Inland Revenue Department
(IRD) has not collected default
taxes and penalties amounting
to more than Rs3.3 trillion as at end June
2019. An incredible figure, given the total
collected tax revenue for 2019 amounting
to Rs1.7 trillion.
The AG's office had pored over
taxpayer files, payment records and
additional assessments issued by the
tax department stored in IRD's RAMIS
22 ECHELON.LK SEPTEMBER 2020

(Revenue Administration and Management Information System)
and its legacy systems for audit culminating in a July 2020 report.
"A gradual increase in the taxes and penalties in default was
observed with respect to both legacy and RAMIS software. Although
there are legal provisions to recover them, it was observed that the
total of the taxes in default was increasing annually," Sri Lanka's
Auditor General Chulantha Wickramaratne said.
According to information gleaned from RAMIS, taxes in default
and penalties totalled Rs3 trillion as at 30 June 2019 with only
4% shown as recoverable, with the balance 96% held over for no
known reason.
"The analysis of several years of information relating to the

ILLUSTRATIONS BY: SAHELI KARUNARATNE

The Auditor General says the tax
office has failed to collect over
Rs3.3 trillion in default taxes and
penalties, that's nearly twice as
much the tax collection for 2019,
and for no reason

NEXT
TAXATION

holdover balances of taxes and penalties
has shown that the IRD had not taken
timely measures to identify the reasons
for the significant holdovers, the Attorney
General said.
There was Rs310 billion worth of taxes
in default including penalties according
to IRD's legacy system which RAMIS
replaced in January 2016. Of this, only
41% were recoverable.
Over 90% of the default taxes are
consumption (VAT) and income taxes
and the IRD had no explanation as to why
recoverable taxes remained in default.
The audit also found that Rs3.5 billion in
default taxes had been due to accounting
errors, but the IRD had not recovered
these either.
Taxpayers submit self-assessments on
a monthly or quarterly basis and the IRD
has to resolve any disputes within 60 days
and collect the state's dues.
Sri Lanka continues to struggle with
a perennial problem: low taxes. The
IRD introduced the cloud-based RAMIS
application to improve the tax collection
mechanism.
During the years between 1950 to 1989,
tax collection averaged 21% of GDP and had
declined over the years to 12.6% in 2019,
lagging behind all its developing country
peers: Georgia 24%, Samoa 23%, Ukraine
18%, Armenia 17.5% and Tunisia 21%,
according to IMF data. As a percentage
of GDP, Sri Lanka collects fewer taxes than
even sub-Saharan African countries which
averaged 15% in 2018.
Sri Lanka's problem is that income tax
evasion is far too high. Sri Lanka’s income
tax-to-GDP, at 2.8% is much lower than
that of some peers in the middle-income
group: Georgia and Mongolia have 9%,
Bhutan 7.7%, Samoa 5.6% and even Egypt
had 6%.
This limits the government's ability
to finance development and compounds
macroeconomic challenges too. For
instance, Sri Lanka’s covid-19 relief
allocation is less than 0.5% of GDP and
pales in comparison its regional peers

taxes in default and penalties
totalled Rs3 trillion as at 30
June 2019 with only 4% shown
as recoverable, with the
balance 96% held over for no
known reason.

like India 10%, Thailand 9.6%, Vietnam 3.5% and the Philippines
3.1%, according to Publicfinance.lk, a portal developed by Verite
Research, a think tank.
In 2019, the government announced several tax cuts to revive
the economy resulting in a revenue loss estimated to be a fourth
of the Rs1.9 trillion total revenue collected in 2018. The government
spent Rs500 billion as interest payments on treasury bonds alone
in 2018: that’s equal to the revenue loss from the 2019 tax cuts!
And this was before the coronavirus which now severely limits the
government's ability to stimulate the economy out of this crisis.
The income tax to consumption tax ratio must improve from
25:75 in 2019 to 40:60, which is widely regarded as a comfortable
level for equitable growth.
There are three reasons for Sri Lanka's low income tax
collection: First, income tax evasion here is widespread for an
economy in Sri Lanka’s state of development. “If tax evaders are
brought into the net we could collect an additional 1.5% of GDP,” a
former Inland Revenue Department (IRD) Chief and a member of
the 2009 Presidential Taxation Commission, R. P. L. Weerasinghe
has said. Second, the tax code has too many loopholes, making
it easy to avoid taxes (without committing a criminal offence).
Third, Sri Lanka’s revenue department is not an autonomous
agency. RAMIS was a step in this direction.
In 2010, the IRD set up a special unit to clear default taxes
as part of a broad campaign to reform the tax administration.
The Default Tax Recovery Unit had to collect Rs22 billion worth
of default taxes and Rs12 billion worth of outstanding penalties.
"Action had not been taken to recover these even after a period
of eight years," the Wickramaratne said.
The AG has recommended tough measures including
investigating lapses at the IRD and taking action against tax
officials for not carrying out their duties and functions vested
with them by the laws governing the IRD.
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LOW-DOWN ON
THE LOCKDOWN
Here’s how some listed companies performed during the
COVID-impacted June 2020 quarter and their prospects

T
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he 52-day countrywide lockdown to contain
COVID-19's spread ground the economy to a halt. It
caused unprecedented implications for businesses and
livelihoods everywhere, and a full recovery will take
12-18 months. By mid-August, several listed companies had filed their
financial results for that quarter: here's how some of them performed.

John Keells Holdings (JKH)
With a market cap of Rs164 billion, JKH is Sri
Lanka's second-largest listed company. Group
revenue fell 32% from a year earlier to Rs21.6
billion during the quarter. Cost of sales fell a
slower 26% to Rs19.7 billion leading to gross
profits of Rs1.9 billion, down 63% from a year
earlier. With administration expenses steady at
Rs3.2 billion and net finance costs of Rs250 million compared to a net finance income position
of Rs922 million, the group reported Rs2 billion
in losses during the quarter. This compares to a
profit of Rs902 million a year earlier. Earnings
per share were Rs1.26 in the red compared to
75 cents profit a year ago.
Earnings from the group's transportation fell
63%. Its SAGT port terminal in Colombo saw
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volumes decline 40% impacted by lockdowns in Sri Lanka and India which
generates significant transhipment. JKH's consumer foods segment saw
earnings fall 42% as volumes fell steeply due to the lockdown. Earnings
fell 52% at the group's retail segment comprising the Keells supermarkets chain. The hotel businesses in Sri Lanka and the Maldives were the
hardest hit by the lockdowns and global travel restrictions, reporting a
Rs1.4 billion loss, a steep decline from a Rs336 million loss the previous
year due to the Easter terror attacks.
The June 2020 quarter was not entirely bleak: JKH secured a $175 million credit line from the World Bank's private sector arm the International
Finance Corporation in June. This is the largest credit line extended by
the IFC in Sri Lanka.
JKH will use the funds to expand its supermarket chain and refurbish
hotels in Sri Lanka and the Maldives. It plans to open 100 new supermarkets over the next three to five years mainly in less developed areas.
“Sri Lanka’s growth prospects in the medium to long-term remain
positive and we are confident that, as always, we have the strength and
resolve to keep moving forward with our investment pipeline despite the
current period of unprecedented challenges where the outlook is now
more positive,” Krishan Balendra, Chairman of John Keells Holdings said
in a statement announcing the IFC deal.
Commercial Bank (COMB)
Commercial Bank is the fourth-largest listed company and largest listed
bank in terms of market capitalisation. Profits fell 5.5% during the quarter
from a year earlier to Rs3.2 billion due to pressure on interest margins from
pandemic-related concessions, low demand for new credit, increasing
bad loans provisioning, and low yields on surplus liquidity.
Interest income fell 11% to Rs28.6 billion and interest expenses declined
a slower 8% to Rs19 billion leading to a 17.5% fall in net interest income
to Rs9.7 billion. This was mainly due to interest loss from the debt moratoriums and concessionary rates offered as COVID-related relief, the
bank said in a statement to shareholders.
Fee and commissions income declined 35% to Rs1.5 billion because
of the lockdown disruptions and reduction of fees as a relief measure to
clients during this period.
Capital gains from the sale of government securities and other trading
gains increased 583% to Rs4.1 billion, offsetting some of the negative
impacts from squeezed margins. Provisions for bad loans, however, fell
18% from a year earlier to Rs2.9 billion in the June quarter.
The bank's loan book grew a marginal 0.3% from six months earlier to
Rs887 billion as at end June 2020. Gross non-performing loans increased
to 5.37% as at end June, up from 4.95% in December 2019. Commercial
Bank's deposit base expanded 8% to Rs1.1 trillion during this period.
In August, Fitch Ratings affirmed Commercial Bank's AA+ rating but
assigned a negative outlook on weaker income generation and medium-term asset quality pressure.
"Commercial Bank's impaired-loans ratio based on stage 3 loans rose to
10.6% by end-2019 from 6.1% at end-2018, reflecting deterioration prior
to the full onset of economic disruptions from the pandemic," the rating

agency said. This spike is largely due to the
Easter terror attacks' impact on the tourism
sector.
"Underlying asset-quality stress could continue to build amid the economic shock, despite
regulatory relief in the form of a moratorium on
loan repayments for affected customers, which
has, to a large extent, halted the recognition of
credit impairments," Fitch said.
We expect weaker income generation and
higher credit costs to weigh on Commercial
Bank earnings and profitability.
Lion Brewery (LION)
This is a company that covers both consumption and tourism. Lion Brewery is the company
behind Sri Lanka’s favourite beer, Lion, which
is a hit with tourists too! A liquor sales ban
during the lockdown period and travel restrictions pushing the tourism sector to the brink
combined to erode the brewery’s revenue and
profits.
Revenue fell 45% from a year ago to Rs6.4
billion during the June 2020 quarter with earnings declining a sharp 91% to Rs72 million.
Cost of sales fell a slower 41% to Rs5.32 billion as the company paid salaries during the
lockdown period.
“Sri Lanka has emerged relatively unscathed
from a health perspective: as per official statistics, those infected are remarkably low when
compared to most other countries. Loss of life
has been even lower. The economic fallout
though is yet to be fully ascertained. All indications are that the remainder of the financial
year will be one full of challenges,” the company
told shareholders in an earnings call statement.
“The remainder of the year is likely to be
challenging as well,” it said. “Under these
circumstances, management will take a conservative approach in the remainder of the
year with the principle focus being to retain
the underlying strength of the company’s balance sheet.”
In June, Fitch raised Lion Brewery’s credit
rating to AAA due to its balance sheet strength
and leading market position protected by high
entry barriers from a regulatory ban on advertising and Lion’s well-established brand and
retail coverage.
SEPTEMBER 2020 ECHELON.LK 25

GOVERN

MATTALA AIRPORT
BUZZES AFTER COVID
Described as a white elephant, operations
at Mattala Rajapaksa International Airport
ground to a halt in 2015. The COVID-19
pandemic’s outbreak has sparked a revival
in air traffic to Mattala and the airports’
authority plans to leverage that interest
BY MAHADIYA HAMZA

M

attala Rajapaksa International Airport
(MRIA), which had limited flight operations from its inception in 2013 until 2015,
was popularly dubbed the ‘world’s emptiest airport’
in the news after 2016. The airport, after the change
of administration in 2015, had few flight operations
and remained idle for 5-years.
26 ECHELON.LK SEPTEMBER 2020

Shehan Sumanasekara, Director - Operations at
Airport & Aviation Services Sri Lanka (AASL) said when
he and a new Board of Directors took office in January
2020, there were no scheduled flights to MRIA. “We had
zero passenger arrivals in Mattala. We rarely had aircraft
landing at the airport and when one arrived it was for
a technical stop, refuelling or a crew rest”.
MRIA is the island’s second-largest airport and is
250km from Colombo. Its 3,500m-long and 60m-wide
runway is Code F rated, which means it can accommodate large aircraft such as the A380 and Antonov 225.
The airport itself has 1 million annual passenger capacity
and 45,000 metric tonnes of cargo capacity.
It is equipped with the latest navigation, landing
aids, and communication facilities. On the ground, the
airport has 8 aircraft parking stands, 12 check-in counters,
a 12,000 square metre terminal building and re-fuelling
facilities with a storage capacity of 1 million litres of aero
gas. However, by 2015 even the national carrier SriLankan
Airlines suspended flights to the airport.
The outbreak and the rapid spread of the COVID pandemic resulted in a new opportunity for MIRA. Its relative
isolation finally benefited the airport.
Sri Lanka’s Bandaranaike International Airport was

COVID BOUNCE

operating for repatriation flights which were bringing
back Sri Lankans. Meanwhile, Galle harbour had many
ships docked needing crew changes. Even before the
pandemic, Sri Lanka was a preferred location for ship
crew changes because it is well connected. As COVID
shut down airports in the region, shipping lines struggled with crew changes on their vessels which had to
keep sailing.
“Many ships dock at the Galle harbour, hence we
identified that opportunity and quickly pushed and
advertised for crew changing charter flights at MRIA.
Initially we got one or two aircraft, and then it just started
multiplying”.
From zero arrivals in January 2020, the momentum
gained from crew changes since the pandemic’s outbreak,
MRIA had some 4,000 passengers in a matter of four
and half months and 85 aircraft movements. “We have
Indigo Airlines operating almost a daily flight (Charter)
currently. We also had the first-ever fully-fledged passenger and cargo operation by emirates airlines since
the inception of the airport in August 2020. This is a huge
achievement in such a short time”.
“Developing Mattala airport was a priority for the
board and we obtained cabinet approval to waive fees
for airlines at MRIA exclusively and get scheduled flights
operating,” Sumanasekara said.
Before the pandemic struck AASL had initiated discussions with Sri Lankan Airlines and several large foreign
carriers. By February four charter airlines started flights.

besides having airports. These include training and
research facilities, development of a national airline,
improvement of international aviation affairs, improvement of passenger services and aviation-related activities.
Sumanasekara said AASL intends to promote MRIA
as a ‘gateway to exotic destinations’ in collaboration
with the tourism industry, hotel operators, airlines and
inbound tour operators.
“We will also encourage pilgrims and the foreign
employment market to use MRIA as lower airport charges
would benefit the mentioned sectors of travel and also
reduce congestion at BIA”.
In 2019, 11 million passengers passed through the BIA
although the airport has been designed for handling only
6 million passengers.
Mattala Airport is in the southeast tip of the country
in the Hambantota district. It is in close proximity to a
strip of pristine beaches and wildlife parks within reach
in an hour’s drive. Lunugamvehera National Park, Yala
National Park, Kumana National Park, Udawalawe National
Park are within a couple of hours drive-away. Batticaloa
is within 3 hours reach and Ella, now one of the most
visited tourist destinations is about an hour and a half
away compared to a drive to Ella from BIA which could
take 6 hours.

S

ri Lanka’s main international gateway is BIA,
an airport that is an hours drive from central
Colombo. Tourist tour itineraries have promoted
BIA as the first and last stop in the island for years.
Sumanasakara says when MRIA was built as a second
International Airport, it is the responsibility of every
single administration which comes into power to develop
state assets. “Mattala is a state asset, the responsibility
lies with the respective governments in power to find
sustainable solutions”.
“It’s easy to close down an operating airport. However,
it’s definitely not the case when one tries to establish
new operations.”
The strategic importance of Sri Lanka’s geographical
location, at a meeting point of East-West aviation and
maritime routes, is the reason why the island is being
described as a potential transport hub.
To be an aviation hub there are several conditions

Shehan Sumanasekara
Chief Operations Director,
Airport and Aviation Services,
Sri Lanka
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Until the pandemic hit, air travel continued to grow
year-on-year. The International Air Transport Association
(IATA) in its 20-Year Air Passenger Forecast published
in 2018 said that by 2037, the passenger numbers could
double to 8.2 billion according to the current trends.
The pandemic will impact the trajectory in the next two
years but not detract it over the long term.
MRO is already happening in BIA. But AASL will look
at MRO in MRIA at large scale because there is more land
to set up proper operation facilities.
“Airports in India are heavily congested. We could
establish agreements with regional airlines to attract
them to start repairing and maintaining aircraft in
Sri Lanka. This will be a huge boost for the economy,”
Sumanasekara points out.
The new government has unveiled “Vistas of Prosperity
and Splendour” which aims to restart the Hambantota
development program.

Post-COVID, industries are rethinking strategies and
airlines are looking at cheaper routes to conserve cash
and survive the pandemic, which Sumanasekara says will
force them to look at more efficient routes in the future.
“If BIA and MRIA are more affordable for airlines, and
if we could also upgrade our service levels to match those
at Dubai, Shanghai and Singapore, Sri Lanka can position
itself as a secondary hub”.
In the broader picture, MRIA will be offering special
concessions for airlines willing to commence scheduled
international operations and all nine Freedoms of the Air
will be offered to any foreign airline operating in and out
of MRIA, including long-term parking facilities.
AASL is focusing on its promotional agenda to make
MRIA a preferred destination for technical stops and services, targeting ship crew changes and attracting transit
passengers.
“We will look at investments to build an ecosystem at
Mattala by developing Fixed Based Operator (FBO) services
and MRO (Maintenance, Repair, Over-haul) operations,
aviation academies, hotels & restaurants and cargo warehouse development,” Sumanasekara said.
MRO in aviation is like healthcare which includes repair
services, or inspection of an aircraft or aircraft component. It is essentially all the maintenance activities that
take place to ensure safety and airworthiness of aircraft.
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ccording to IATA, Asia-Pacific region passenger
demand will fall by 37% for this year, with a
revenue loss of US$88 billion. It expects airlines
to post a net loss of US$39 billion in the second quarter
ending 30 June 2020. The impact of that on cash burn
will be amplified by a US$35 billion liability for potential
ticket refunds. Without relief, the industry’s cash position
could deteriorate by US$61 billion in the second quarter.
Sri Lanka’s aviation industry is impacted by the same
degree. AASL plans to review the aviation policy with a
view to improving route connectivity as airlines would
now look at the most efficient and cost-effective routes.
Sumanasekara said an integrated strategy for the
industry will be rolled out for the short and long term
with the support of tourism and aviation sectors to
improve passenger throughput while partnering with
trade chambers, the Export Development Board and the
Board of Investments to grow MRIA's air cargo market.
MRIA will also facilitate aircraft parking at concessionary rates during this pandemic period where excess
aircraft all over the globe are grounded at potentially
higher parking charges at certain airports.
AASL is planning to introduce touchless facilities at the
airport. “We intend to go touchless in passenger formalities at our airports with e-gates and use of technology to
assure passengers and tourists that Sri Lankan airports
are safe. We’ve already shown the world, with limited
resources, how we have managed such a pandemic. The
airports and its staff played a key role in this”.

Demand for ICT jobs is not monolithic. Neither is
supply. We have to get into nuts and bolts to see
the bigger picture
By Chanuka Wattegama
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Understanding ICT
higher education
landscape

No matter how ambitious we are about a digital
future for Sri Lanka, the outcome depends on one
critical factor: availability of a skilled and experienced workforce. Much of that outcome depends
on the quality of ICT education; particularly higher education.
Not to preclude the impact of school education, but tertiary
education is what ultimately polishes the diamonds.
This piece aims to discuss how supply, in higher education,
should best be matched with existing and future demand. It
acknowledges the need to identify the demand and adjust
supply correspondingly. It is not an exercise to find silver bullets but more an exploration based on data from the National
ICT-BPM Workforce Survey 2019 conducted by Information
and Communication Technology Agency of Sri Lanka (ICTA).
For a better understanding of the landscape, we must
examine each demand category separately. For analysis, we’ve
defined four demand categories and five supply categories.
Each is unique. Let’s first focus on demand.

INNOVATE
TECH SUPPLY

Demand Category 1: Tech positions in firms with a focus for
international market
Sri Lanka is on the brink of achieving $2 billion (equivalent to almost 2% of GDP) ICT export revenue. In terms of
clientele, only 23% of ICT firms in Sri Lanka cater only to
the international market while another 52% caters to both
local and foreign. Of the two broad subsectors of global
ICT market, most Sri Lankan firms supply software and
services. Some of these serve as offshore development
centres for major companies from USA, UK, Australia,
Sweden, Norway, and Japan (total foreign owned firms
constitute 22% of all, while 17% are of joint ownership).
Hardware manufacturing isn’t so common here. For
convenience let’s focus on the needs at the moment.
What sort of skills and experience does the sector expect?
Mapping the entire landscape is challenging considering
the varied products and services they offer to clients worldwide. Workforce Survey 2019 provides some insights by its
categorisation of tech employment (Chart 1).
In addition to the tech skills, a gamut of soft skills varying from language proficiency to marketing skills are
necessary for a student to get even an entry-level position.
Demand Category 2: Tech positions in firms focusing on the
local market
Some may consider this category a little brother of the
former, but that may be misleading. Data is sparse as the
Work Force Survey does not treat these two categories apart.
It only says out of the 600 odd ICT firms in Sri Lanka only
25% catered only to the local market (Local ownership, on
the other hand, is as high as 60%). We can only assume
firms in this category are relatively smaller, compared to
those in the former. Solutions they market may also be of a
different level. That may provide some idea about the skills
set required to place oneself in such a company, but again,
that cannot be too generalized as the range here is wide.
Demand Category 3: Tech positions in non-ICT private firms
Workforce Survey 2019 identified six key non-ICT sub-sectors, namely apparel, finance-insurance-banking, agriculture and fisheries, manufacturing and engineering,
trade with freight forwarding and hospitality. The tech
positions available in these companies were about a third
of the number in core-ICT firms (27,514 against 81,741 in ICT
firms). The portion has been larger previously, but now most
non-ICT firms tend to outsource their ICT requirements
and procure cloud-based services limiting their need to
hire staff. In addition to the gap in quantity, we also see a
landscape change between these two sectors with respect
to job categories (Chart 2 and 3).
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Demand Category 4: Tech positions in Government
Government is an entirely different player. One can be forgiven for
assuming the number of tech positions in state-controlled organisations to be few. In 2019, it was 8,363 from a total of 124,873 (about
7%). The government also defers in their demand.
What about the supply of graduates?
There is a similar landscape in supply. Just like in demand we can
segregate supply to five key categories, based on the category of
the institute that produces graduates and the type of the course.
The latter identifies two streams in undergraduate (ICT and Non-ICT)
and ICT postgraduate. (The reason to include Non-ICT undergraduates is they too constitute a key component in the ICT workforce
according to Workforce Survey.) Each of these categories has its
own features and challenges.
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Supply Category A: ICT undergraduates from non-fee levying
(state) institutes
Most state universities now offer undergraduate courses in
multiple streams to cater to increasing demand. Some universities have multiple faculties offering parallel courses that
are not too different in their learning outcomes. One state
university offers as many as four ICT undergraduate courses
under four faculties. Course contents are similar, only the
entry qualifications vary. In the job market, these courses are
evaluated separately. It is not unusual that students graduating from different courses with ICT degrees from the same
university are offered different entry-level salaries.
Recognition for the competitiveness of a course and it’s
resulting from graduates being placed on a higher step of
the career ladder, is mostly the responsibility of the course
directors and staff.
To fully meet industry demand it is essential that state
universities reorganize their course structures. Currently, most
courses are four years in duration with a six month internship
in the third year. What the industry demands are a shorter
course – may be three years – with a one year internship in
the final year. Six months is too short for a firm to train a
student and absorb the best out of her. Again, a final year
internship offers a rather direct way to enter the workforce.
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Chart 3

Supply Category B: ICT undergraduates from fee-levying
(state and private) institutes
This is an important category of institutes giving competition to established state universities. This sector
includes state-owned but fee-levying institutes such as
SLIIT, NSBM and SLTC. They offer either UGC approved
degrees or though affiliation to foreign universities mainly
from the U.S, Europe and Australia.
Then we have two Bachelor of IT degree courses offered
by state universities but delivered by private institutes,
According to Workforce Survey 2019 these sub sectors
jointly produced more ICT graduates than the state
institutions combined by nearly 3:1 (5,791 against 2,121).
A strength of this category, compared to the state
sector, is that the institutes are, by nature, better prepared to adjust to job market demands. They also tend
to attract students with better communication skills.
Supply Category C: other undergraduates from Non-fee
levying (state) institutes
What most state universities (and students) don’t understand is that the tech sector recruits non ICT graduates,
provided they have adequate exposure. In 2019 state
universities produced 2,414 graduates with at least 50%
of their course constituting of ICT subjects. How best
can they be absorbed into tech positions? If they were to
get tech jobs, then why train them in a non ICT program
in the first place? These are questions state universities
must ponder seriously and urgently.
Supply Category D: ICT undergraduates from fee levying
(state and private) institutes
Issues similar to the above exist here too. In 2019 institutes offering fee-levying courses graduated 4,817 scholars when at least 50% of their course constituted ICT
subjects. Perhaps it’s time for these institutes to rethink
the composition of courses. What are the objectives of
students enrolling to such courses? Why not increase
the ICT course intakes to include these students too?
Supply Category E: Post-graduates in ICT
This important category is often overlooked. Only 10% of
the ICT workforce have postgrad qualifications in the ICT
sector. Postgraduate degrees don’t receive much attention
probably because of low demand. More than finances,
ICT professional lack time to engage in a postgraduate
course due to professional demands on their time.
This is only a quick and simplified snapshot. The picture
is even more complex with maybe thousands more
students following ICT courses overseas too.
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product WÜRTH develops or releases to the
market has been rigorously tested to exacting
standards and specifically designed to deliver a
real solution for any application.
GRAPHITE COATED
WÜRTH’s premium wiper blades are coated
with graphite, which in turn ensures your
car’s windscreen is coated with graphite, too.
This prevents dirt from sticking and allows
rain water droplets to bead up quickly and
effectively, extending the capability of the
wiper blade to clean at low speeds, without
squeaking.
ONE WITH THE WIND
WÜRTH’s premium wiper blades are
especially designed to follow OEM standards,
and remain aerodynamically efficient even at
high speeds. Thanks to extensive wind tunnel
testing, WÜRTH's wiper blades maintain their
effectiveness even when buffeted by highwayspeed winds, preventing lift and maintaining
the appropriate pressure to continue
performing at optimum.

CAR
WINDSCREEN
WIPER
FLATBLADE
PRO

Suitable for all
types of European
vehicles

HYBRID CAR
WINDSCREEN
WIPER
Multi-Adaptor

0%

Especially
suitable for
hybrid vehicles

MADE FOR SRI LANKA
WÜRTH windscreen blade rubber has been
tropicalised for usage in the country’s tropical
extremes. This includes factoring in the intense
heat, high humidity and heavy rainfall experienced
all too often when driving on Sri Lankan roads.
TESTED TO THE EXTREME
WÜRTH wiper blades have been proven to perform
and last in the most grueling of conditions. The
metal bar system with stainless steel rivets and pin
joints employed in WÜRTH's wiper blades ensures
high resilience to the effects of weathering, having
stood up to 360 hours of nonstop salt spray testing
according to DIN EN ISO 9227 methods.
THE PURSUIT OF PERFECTION
WÜRTH’s has everything you need to replace your
wiper blades, and we feature products that are
exclusive to your make and model. You are certain
to find the perfect match for your daily driver when
you check out our wide variety, so stop by your local
store and ask our staff for advice about replacing
your blades today. Thanks to WÜRTH’s passionate
commitment to perfection and extensive training,
plus an innovative approach to wiper blade quality
and safety, the products are the most compelling
option when replacing your blades. Remember,
clear vision shouldn’t be an option, it’s a necessity.

WÜRTH’s highperformance wiper
blades are built
from heavy-duty
material, require less
frequent changes and
guarantee a clean
windshield in any
inclement weather.

Available at A-grade service
stations and WÜRTH pick-up
shops. Or call our hotline...
Nugegoda showroom WÜRTH Lanka (Pvt) Ltd, No: 04
Pagoda Nawala Cross Road Nugegoda
0112 811255

WÜRTH Lanka (Pvt) Ltd,
375/B, Highlevel Road,
Makumbura, Pannipitiya
011 2894926

Negambo showroom WÜRTH Lanka (Pvt) Ltd,
No 345, Colombo Road, Negombo
031 2230051

www.facebook.com/wurthlanka/
eshop.wurth.lk/en/US/LKR

CHRONOS
OF THE SKY
The modern aviator watch played a
pivotal role in navigating the skies
almost a century ago. - Jason Diaz.

AVAILABLE AT CHATHAM LUXURY WATCHES

IWC PILOT’S MARK XVIII
The “Laureus Sport for Good Foundation” is the 12th special edition
IWC Schaffhausen launched to support the Laureus Foundation
– a charitable organisation to use sport to drive social change
in around 40 countries. Limited to 1500 numbered pieces, it is
housed in black ceramic, has a midnight blue dial and luminescent
black hands. The movement is protected against magnetic fields
by a soft-iron inner case and the glass resists sudden pressure
changes. On the titanium case back is the engraving of the drawing by 11-year-old Ana Claudia from Brazil – “Time to be healthy”.

RS1,277,000*

REFERENCE: IW324703
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In the early part of the 20th century the first aircraft
took to the skies. Keeping time was essential and
the technology progressed in parallel with aviation
and aerial navigation. Leading the development of
the earliest navigation wristwatches were Professor Phillip Weems of the U.S Naval Academy and
the “Second- setting” watch, and Charles Lindbergh
and the “Hour Angle” model. These two models
were the keystones that ultimately led to the vast
array of aviation timepieces, among which are one
of the most iconic collections; IWC’s Mark Series.
The earliest aviators had to deal with vibrations,
extreme temperatures, variable light conditions,
and powerful magnetic fields. The first IWC watch
designed for aviators back in 1936 was the Spezialuhr für Flieger (Special Pilot’s Watch) which has
a black dial, high contrast luminous hands, and
a rotating bezel to measure elapsed time accurately up to an hour. It was a hand-wound piece
that was shock-resistant, and able to be adjusted
at extreme temperatures. It was later named the
Mark IX, its name colloquially taken from the next
model classified by the British Ministry of Defence
as the Mark X.
Following suit was the Mark XI which is considered one of the finest military watches ever made,
entering service in 1949, and built to allow RAF
navigators during “dead reckoning” (calculating
one’s position) operations. Each batch of watches
was tested over 44-days, a 14-day “fitness” test and
they had to be tested every year. With the Mark XII,
the military-grade watch was transformed into a
civilian one, a transformation that completed with
the Mark XV in 1999
The next iteration, the Mark XVI, was updated
to suit IWC’s unified look with the larger hands of
the Big Pilot’s Watch which fit the larger watch better. This, amongst a whole host of changes, wasn’t
received particularly well by the traditional Mark
fans. Production ceased in 2012 after the introduction of the Mark XVII. From its birth till the present
day, the Mark series has managed to become one of
the most important timepieces in history.
*Prices are subject to change

Fun fact; they didn’t issue a Mark XIII or a XIV because back then the U.S and Europe thought 13
was unlucky, and Asia shied away from 14.

ILLUSTRATIONS BY: REKA THARMAKULASINGAM

PASSION | AVIATION WATCHES

PASSION

| AVIATION WATCHES

CASIO EDIFICE EX224
The Edifice collection of watches is becoming quite the common
sight here, and for good reason – an absolute plethora of watches
ranging from downright tacky, to some gorgeous examples. This
example from the 500 series is one of the latter. Tastefully done
gold accents on a black ion-plated timepiece. Classy.

RS33,100*

REFERENCE: EFR-543BK-1A9VUDF

AVAILABLE AT BLINK

TAG HEUER AUTAVIA CHRONO-FLYBACK
What’s special about this watch over your typical, as if there is
such a thing, Tag Heuer? That would be its Flyback-chronometer,
which means the chronometer doesn’t need to be stopped before
resetting it which could be handy. All packaged in a luxurious black
ceramic and 18ct red gold timepiece.

RS1,300,000*

REFERENCE: CBE5150.FC8280

AVAILABLE AT COLOMBO JEWELLERY STORES

TISSOT T-BIKE TOUR DE FRANCE
The T-Race collection of watches is by no means new hat, but
for fans of Lance Armstrong and the Tour De France, take a peek
at this, Standout features include pushers that look like brake
levers, engraved sprocket set on the case back as well as chain
link impressions on the rear of the rubber strap.

RS89,500*

REFERENCE: T1114173744100

AVAILABLE AT CCC GALLERIA
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Stories of resilience from
Sri Lanka’s front-liners

36 ECHELON.LK SEPTEMBER 2020

Most companies carry mortal wounds from the Covid pandemic's swift global spread. It didn’t alow any
time for corporates to figure a response, and even the best-prepared companies found their disaster
management plans were not pandemic-proof.
The stories we showcase in the special features that follow are about how leadership and teams
stepped up even in the face of extraordinary odds. They embody the spirit that will guide Sri Lanka
through the storm.

CONTENTS

NAVIGATING A STORM: HOW THE TEAM AT UNION ASSURANCE ROSE TO THE COVID-19
CHALLENGE | P 3 8 ,
BRAND FINANCE: BRINGING CLARITY IN UNCERTAIN TIMES | P 4 4 ,
PEOPLE'S INSURANCE: RESILIENT AMIDST THE COVID STORM | P 4 8 ,
LAUGFS SUPERMARKETS: DRIVING EXPANSION DURING COVID | P 5 0 ,
HOW DO BOUTIQUE HOTELS SET THEMSELVES APART? | P 5 2
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NAVIGATING A
STORM: HOW
THE TEAM
AT UNION
ASSURANCE
ROSE TO THE
COVID-19
CHALLENGE
Union Assurance had
relaunched its brand only
weeks before the COVID19 pandemic set off one
of the most disruptive
periods for running a
business
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Economic crises,
because they are sudden and disruptive,
generally impact businesses negatively.
Covid-19 and the economic impacts due to
the lockdown had a
negative impact on Sri
Lanka’s private sector.
At Union Assurance PLC, a life insurance
company, Covid-19 disrupted its operations.
However, the leadership team led by Chief
Executive Jude Gomes, who had taken the
job only months before, were better prepared and adapted quickly. Union Assurance
had a formidable opportunity to live by its
promise 'Your Life, Our Strength', offering
much needed support to its stakeholders
and demonstrating that being a responsible
insurer can be much more than a slogan.
Being in the risk management business
meant that an opportunity emerged as people became more sensitive to risk and the
need to manage it. Union Assurance was
the first company to offer all existing and
new customers a free one million-rupee
Covid-19 insurance cover.
Gomes and the executive team soon
started leveraging Union Assurance’s digital capability to stay connected to its policyholders and engage the team to emerge
from the challenge in a stronger position.
In this interview, Jude Gomes, who has
27 years of financial services experience
working across key Asian markets before he
took his new role leading Union Assurance,
reflects on the months since the Covid-19
lockdown and how the company admirably
rose to the challenge.

Union Assurance is an established player in the market. It is part of the
country’s largest business group John Keells Holdings and has been around
for over three decades. So, what was the rationale for the rebranding?
Customers are looking for faster processes that give them a better, more
seamless experience. Today’s consumer is also very digitally aware and
exposed to a fast-evolving consumer landscape.
Union Assurance embarked on a journey of transformation to position
itself as a new-age, customer-centric, digital life insurer. Life Insurance
has trailed other industries in evolving to meet the pace of our customers’ ever-changing needs. Today’s Sri Lankan consumer is aspirational
and wants more for themselves and their loved ones. Technology has
entered their lives, exposed them to global practices, and brought the
world so much closer.
We had an opportunity to bridge the chasm between the tech-savvy,
informed consumer, and the trailing industry, by transforming the Union
Assurance brand to meet the demands of the new age.
Union Assurance prides itself in being a customer-centric company. What
does the rebranding mean for the consumer?
Our bold new identity portraying a new logo and payoff line marked
a new beginning for Union Assurance. The evolved consumer was at
the core of our repositioning strategy, one in which Union Assurance is
placed as the trusted Protector of the Sri Lankan Dream.
As such a Protector, it was our task to show people that they can
dream bigger if they plan better, that their children can go higher if their
future is stronger, that their lives can be richer if they thought smarter.
The logo depicts the circle of life, with the tagline Your Life, Our
Strength. The new identity marks an exciting journey built on the teamwork of dynamic professionals to nurture relationships amidst the strong
financial foundations we have established.
How important is innovation at Union Assurance? Can you tell us about
some of your innovative products that serve to achieve these outcomes
for your customers?
The life insurance industry in Sri Lanka has not witnessed significant
product innovation, servicing capabilities, or distribution. But it is a
growing market with enormous innovation potential. At Union Assurance,
we are driving innovation to differentiate ourselves and create a niche
for our products and services.
Innovation and customer satisfaction are a priority for us. Innovation
can only happen in an environment where employees feel safe and trusted,
and which enables out-of-the-box thinking. In the most challenging of
times, we were swift to adapt to unfamiliar territory and change our
operating model largely because of our innovative mindset and digital
preparedness. We made every challenge a formidable opportunity to
live by our promise, 'Protecting Ambitions, Lifestyles and Relationships',
offering much needed support to our employees and our customers and
demonstrating that being a responsible insurer can be much more than
a tagline, making for a robust workplace culture.
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S t a n d i n g ( L- R )

S e n a t h J a y a t i l a ke G e n e r a l M a n a g e r, D i s t r i b u t i o n | N a l i n S u b a s i n g h e G e n e r a l M a n a g e r, A c t u a r i a l | R u m e s h M o d a r a g e A s s i s t a n t G e n e r a l M a n a g e r, L i fe |
H a r s h a S e n a n a y a ke G e n e r a l M a n a g e r, I n fo r m a t i o n Te c h n o l o g y | S u r e s h M u t t i a h G e n e r a l M a n a g e r, H u m a n Re s o u r c e s

S e a t e d ( L- R )

J a y a n t h a Ku m a r a A s s i s t a n t G e n e r a l M a n a g e r, D i s t r i b u t i o n | L u c i l l e D i a z C h i e f M a r k e t i n g O f f i c e r | J u d e G o m e s C h i e f E xe c u t i ve O f f i c e r | A s h a P e r e r a G e n e r a l
M a n a g e r, F i n a n c e & P l a n n i n g | B i m a n e e M e e p a g a l a C h i e f B a n c a s s u r a n c e O f f i c e r | M a h e s h J a ya s u r i ya A s s i s t a n t G e n e r a l M a n a g e r, L o g i s t i c s & P r o c u r e m e n t

How is digital technology transforming Union
Assurance? Can you give us examples of how
digital tech is helping the company realise
efficiencies and gains, and how customers
benefit as a result?
Union Assurance has been at the forefront
of technology advancement in the insurance industry in its 30 years of operation.
“Digital” is a way of life at Union Assurance,
for our employees, our advisors and our
customers, who all benefit from our digital
capabilities. We are the first insurer to have
a 100% digital, paperless submission process to issue policies with fast turnaround,
straight-through processing, digital claims,
submissions, and servicing capabilities.
We do this through a recently modernized cloud-based 4G (4th generation) insurance platform, which is the first such one
in the region. Celent (a division of Oliver
Wyman), a global research and advisory firm
40 ECHELON.LK SEPTEMBER 2020

for the financial services industry, recognized this platform and awarded
Union Assurance with “Model Insurer” recognition at a recent event in New
York, setting a new benchmark for the industry in Sri Lanka.
Our digital capabilities were further tested during the Covid-19 pandemic
and propelled the organisation to provide uninterrupted services to our
customers and further instilled a digital culture in the organisation. Digital
payments doubled during this period. Over 350 employees worked from
home, we delivered training online, over 300 advisors created online advisor pages to reach customers, and our island-wide leadership used digital
dashboards and web conferencing during this time. This level of remote
operation would not have been possible without deep digital adoption
before Covid-19 was first detected.
To remain relevant, we are investing in new digital channels and advanced
analytics to improve customer retention and drive efficiency. Further, we
have added a modern self-service app rewarding a healthy lifestyle.
What is the outlook and your strategy for the year ahead for insurance premium growth and profitability?
A relatively low level of insurance penetration as compared to regional
markets, expected rising income levels and an ageing population bode
well for the growth prospects of the insurance industry in the medium to
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Union Assurance has
been at the forefront
of technology
advancement in the
insurance industry
in its 30 years of
operation

long term. In the shorter term we remain
optimistic about the industry’s prospects
with the rising need for protection.
We are strategizing along several lines.
The first is to transform the agency func-

tion. We have an extensive branch network and a field staff of over 3,000.
Our focus now is to embed the digital operations model at the core of our
operations here.
Besides digital transformation we are focusing on our people, starting
from recruitment, building capability and retention. Overall, we think a
motivated agency cadre is crucial to navigate the climate we are now in.
Consolidating and optimizing partnerships will be a key focus along with
an agile sales force that can drive performance and leverage our distribution
platforms. Initiatives around profitability in the current climate are critical
for all stakeholders because sustainable growth is a long-term aim. Several
initiatives are underway falling into two categories, digitisation and cost-optimal operation. We will digitise and create efficiencies around our processes.
Can you tell us how the company did in the first two quarters of 2020 specifically?
Union Assurance was the only life insurer to record growth in regular new
business premiums during the first half of 2020. This is a tremendous achievement. Of course, Union Assurance declares surplus from the life insurance
business at year-end, therefore it is only realistic to compare earnings at
the year-end.
Union Assurance recorded above Rs.500 million regular new business
premiums in Q2 of 2020. The Capital Adequacy Ratio has increased from 387%
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to 405% in Q2 of 2020 which further strengthens the financial position of the Company.
Effective cost management resulted in
positive cash flow for Q2 of 2020, too. It is
strategically important for us to continue to
maintain a strong Capital Adequacy Ratio
whilst undertaking future expansion plans.
Despite a lower interest rate trajectory,
Union Assurance recorded an 11.57% annualised yield excluding equity losses during
the first half of 2020.
What is your investment strategy for the life
fund in this low-yield environment?
Investment returns are constrained by low-interest rates. This reduces the ability to meet
investment guarantees and weakens earnings. However, Union Assurance is looking
at investment opportunities to maintain and
improve investment returns whilst adhering
to investment policy and regulatory guidelines. Further, we will invest in fresh cash
inflows and maturities in these investment
opportunities while continuing to pursue
cost savings.
How did the Covid-19 lockdown impact the
business? And what measures did you take to
minimise its impact on operations and clients?
The lockdown and social distancing protocols
disrupted physical interaction of life insurance distribution, which initially affected our
new business. Pre-pandemic, much of our
renewal collections came through physical
channels as digital payments were not so
popular. This affected our renewal collections
during the lockdown’s early stages.
The fall in new business and collections
during the initial months affected the income
and earnings of our agency force. To address
this, we introduced a special income bridging
scheme to provide income support during the
lockdown, and we were the first in the industry to offer this for two consecutive months.
We witnessed the awareness amongst both
existing and potential customers on the ben42 ECHELON.LK SEPTEMBER 2020

efits of being protected through life and health insurance
policies. This created a greenfield demand for our products.
There was also a vigorous switch to digital platforms
among the public, which meant that we had to be prompt
in adapting to the changing environment. Within days
following the lockdown, our new business-related document submission and processing functions completely
shifted online. We launched a versatile digital payment
link enabling our customers to settle their new business
and renewal premiums from the safety of their homes.
This enabled us to collect over 90% of our renewals via
digital payment platforms and bank transfers. Our readiness in digitization augured well for promptly adapting
online training for our agency force on conducting new
business and servicing customers using digital platforms.
An online recruitment program was also launched during
lockdown, allowing many individuals to take up new work
and expand their sources of income.
We implemented working from home the day following
lockdown to ensure uninterrupted service to our policyholders, along with a 24/7 trilingual call centre, a web chat
option, an innovative digital system to submit claim documents and
other service-related
documents
to make
engaging
with
us
convenient
during this
time.
Engaging
our workforce at different levels of their
career cycle
was a challenge during this time of
uncertainty which activated the launch of STEP
(Strive Towards Excellence Programme), a platform for career acceleration
which provides exposure and interaction with the corporate management,
live business projects and role modelling opportunities. MDRT100 was
another initiative launched to drive our top achievers towards the most

Union Assurance
was the only life
insurer to record
growth in regular
new business
premiums during
the first half of
2020
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online Avurudu Uthsavaya, and competitions which served to engage and
update our teams in an environment where physical interactions were limited.
For our customers, we were the first company to offer a free Covid-19
cover. During the lockdown, we tied up with o-Doc to provide telemedicine
services and pharmacy delivery, an essentiality during the lockdown. We
also ensured our cashless claim facility (hospitalization cashless claim settlement) functioned uninterrupted during the lockdown as it was crucial
that customers did not have to fend for themselves during that trying time.
We further rose to the challenge to support the communities impacted in
the wake of the lockdown by providing essential food items to 2000 families
with the assistance of the Colombo District Secretariat and the Asia Pacific
Alliance for Disaster Management.
Weathering the Covid-19 storm we launched our newest product,
Sisumaga+, to address an unmet market need; an education protection
plan designed to help parents manage the cost of higher education for their
children.
Although Covid 19 brought about many changes to our operating environment, we remain committed to keeping our services accessible to our
customers while ensuring efficient platforms and safe working environments
for our employees. We also look forward to the new possibilities that will
emerge post-crisis and will continue to accelerate our journey to meet the
future needs of our customers.

Jude Gomes

Chief Executive Officer
Union Assurance

How will Covid-19 impact the insurance industry?
There will be a negative impact on Sri Lanka’s economy, affecting the disposable income of customers. This will no doubt negatively affect the industry.
However, there are inherent favourable factors for the Sri Lankan insurance
industry. Lower life insurance penetration compared with other regional
markets, favourable demographic factors such as an ageing population,
urbanization and an increase in non-communicable diseases are a few of these.
In the last five years (2014-2019), the compounded industry growth topped
15%. In the first six months of 2020, the growth was over 3%, and the growth
in the second quarter of 2020 was also 3%. Covid-19 will surely impact the
industry’s past growth record. However, we are confident that our continued
investment in people, products and processes, will drive growth and penetration in the market and further strengthen Union Assurance’s position as
a resilient and responsive insurer driving change amidst the uncertainties
of the environment.

coveted recognition, invigorating a challenging and performance-driven environment.
Other initiatives included virtual townhall
meetings, CEO sessions, virtual department
meetings, interactive online events like an
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BRAND
FINANCE:
BRINGING
CLARITY IN
UNCERTAIN
TIMES
COVID-19’S
UNPRECEDENTED
CRISIS SHOULD
NOT FORCE
COMPANIES TO
NEGLECT THEIR
BRANDS

Aliakber Alihussain, Country Manager (left), and
Ruchi Gunewardene, Managing Director of
Brand Finance Lanka

Brand value is not a new concept; however, few companies seem to
grasp its significance. On a basic level, brands are a promise to customers on what to expect from a product or service. They take on a perception as businesses invest huge amounts of money on brands to appeal
to consumer emotions to foster loyalty and boost sales. For this reason,
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many marketing budgets have exeeded capital
budgets world over. However, the Covid-19 pandemic threatens to change that dynamic as financial constraints would severely restrict marketing budgets.
Brand Finance, a UK-based consultancy that
specialises in brand valuation, evaluates approximately 5000 of the world's biggest brands
and publishes the Brand Finance Most Valuable
Global 500 list annually. In its 2020 report, Brand
Finance commented that nearly half the global
companies on the list could lose brand value to
the pandemic. The Sri Lanka office, which has
published the Brand Finance Sri Lanka Most
Valuable 100 list for the past 17 years, has found
that total brand value declined by 4% pre pandemic and is expected to decline by a further
10% post pandemic. Many companies have differed spending plans on brand advertising and
promotions.
The current challenge is to figure out exactly where and how investments should be made
according to Ruchi Gunewardene and Aliakber
Alihussain. Gunewardene is the Managing Director of Brand Finance Lanka while Alihussain
is Country Manager.
"It's proven that stronger the brand the more
resilient it is to shocks and will help a business
outperform competitors," Gunewardene says.
Stronger bands also demonstrate an ability to
sustain higher revenues over a longer period,
unlike a weaker brand. "Our clients increasingly want to understand how to create the most
amount of value through minimizing their marketing investments which is critically important
during these difficult times".
Excerpts of the interview are as follows:
Tell us about Brand Finance and why brand
value matters now more than any other time?
Gunewardene: Brand Finance is a specialist
consultancy dedicated to better understanding
of marketing finance. For many businesses, marketing and finance are separate functions but
our goal is to bridge the two disciplines. Marketing is too often limited to brand promotions and
advertising, while finance departments focus
on controlling these allocations and managing
costs. The two functions conflict often, and it is
a perennial one at that. But it should not be that

way. Brand Finance is trying to integrate the two where marketing
is intricately linked with financial outcomes. This has lasting implications on newer strategies which are too often overlooked by
many businesses.
By valuing brands, we bring marketing and finance teams to a
single platform where they can speak a common language using
a common matrix or KPIs.
We essentially help decision-makers bridge the gap between
marketing and finance by
looking at relevant brand
and marketing metrics
that drive revenue and
then linking those with
tangible financial outcomes. Traditionally, finance is well represented
across boardrooms, but
not so for marketing. This
"OUR CLIENTS
is unfortunate because
INCREASINGLY
critical marketing matriWANT TO
ces are absent in the deciUNDERSTAND HOW
sion-making process. This
TO CREATE THE
will hinder businesses
MOST AMOUNT OF
from leveraging a valuable asset and realizing its
VALUE THROUGH
true potential. A brand
MINIMIZING THEIR
can have a significant valMARKETING
ue impact, and our role at
INVESTMENTS
Brand Finance is to help
WHICH IS
organisations unlock that
CRITICALLY
potential.

IMPORTANT
DURING THESE
DIFFICULT TIMES"

Alihussain: We take pride
in our Brand Finance team
who are highly skilled in
analytics, research, marketing, and valuations.
Most of them started their careers with basic qualifications like
ACCA and CIMA. We provide independent insights to transform
brands, which is a subjective and intangible concept, into a tangible asset viewed with an objective lens. Our valuations use real-time data adopting a globally accepted methodology like the
Royalty Relief which is compliant with industry best practices
and standards for brand valuations, as set out in ISO 10668 and
ISO 20671. This means that we can always justify and explain our
valuations for brands as if they were any other physical asset. We
have the backing of Brand Finance, London which also operates as
an accredited chartered accountancy firm for students in the UK.
Brand Finance is the first brand valuation consultancy to join the
International Valuation Standards Council.
SEPTEMBER 2020 ECHELON.LK 45

T
"By valuing brands, we bring
marketing and finance teams to
a single platform where they can
speak a common language using a
common matrix or KPIs"
We also carry out brand audits that provide a systematic and independent examination of a brand’s performance with recommendations for improving internal
processes, compliance with trademark and intellectual property protections, visual identity, licensing, customer experience, marketing management and market
research. This leads to the creation of KPIs to grow a
company’s brand value over time. Brand Finance has a
database of brand KPIs from 30 countries which enables us to benchmark performance measures appropriately and effectively.
We track brands across many consumer categories
and provide bespoke market insights for those that
want to dig deeper. We track multiple brands overtime
against competitors, and also compare performance
across different markets and segments. We look at alternate market dynamics to see what options give us
the most favourable customer behaviour and financial
results.
How can Brand Finance help companies discover
value in their brands?
Gunewardene: There are two main components that
we look at which include marketing and financial indicators. We first assess the strength of a brand in the
market in which it operates and assess its level of consumer empathy or engagement. On the financial side
we look at its ability to generate revenue with other relevant financial indicators. We also compare them with
competitor brands.
The stronger the brands, the better it is at commanding a market presence and realizing sales revenue than
its competitors. Stronger bands also demonstrate an
ability to sustain higher revenues over a longer period,
unlike a weaker brand. We can assess the future sales
value that a brand can generate for itself and here’s
when things become very exciting because now marketing and finance teams can identify all the levers they
need to pull for better consumer equity and financial
results.
Alihussain: One important service we provide at Brand
Finance is helping clients understand what those le46 ECHELON.LK SEPTEMBER 2020

The Brand Finance Lanka Team
vers are so they can strengthen their brand value today with
the necessary investments in the right areas. For instance, a
company can invest heavily in advertising and promotions to
improve their brand presence, but if the brand is not differentiated enough then the financial results will be significantly
lower. We know this through benchmarking and comparing
one brand against another.
A brand's perception is critical to its existence. But the
whole purpose of a brand is to make money which is why customer experiences matter but this is often overlooked when
companies invest in brand building. Brand Finance can help
businesses avoid these pitfalls because we take a very analytical view.
This is the value we bring to decision making in boardrooms. After valuing a brand, we can propose several measures
to grow brand value and clients that have implemented these
have seen their brand valuations increase by over 20%. We can
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forecast that value uplift, with our extensive research
and our solid methodology. Businesses can make better
brand strategy decisions early.
Many companies are differing or reducing brand-related expenses like advertising and promotions due
to the economic slump. So why should companies
invest in their brands now or carry out a brand valuation?
Gunewardene: Whilst it is prudent to reduce brand-related investments during these uncertain times, the
challenge is to view the brand as an asset and redeploy
the limited investments in areas where most value can
be created. Businesses cannot build brand strength
with a singular focus of tightening the processes and
systems of brand management itself. It could deploy investments to building the brand from the inside – which

means through employees who become proponents of the brand.
Such initiatives will help director boards make dynamic marketing
decisions in these uncertain times whilst ensuring sustainable returns to shareholders. This is why multinationals take brand value
seriously, they need to be able to manage their brands effectively,
be consistent with their delivery and communicate with a singular
voice anywhere in the world. Competition at a global scale is tough,
so they use strong systems and processes to build strong brands.
Alihussain: In Sri Lanka brand value has gained traction over the
years. Brand Finance has been in Sri Lanka for nearly two decades
and during that time several companies have adopted brand value
as a key performance measure where finance and marketing teams
are answerable to the board on how their brands perform. While
multinationals and large local companies have embraced the concept of brand value, many smaller firms have not, unfortunately,
but should consider doing so.
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PEOPLE'S
INSURANCE:
RESILIENT AMIDST
THE COVID STORM
Covid-19, with its lockdown and new normal,
has not altered this non-life insurance
company's course

P

eople's Insurance has a customer-centric
and technology-driven approach to dealing with the Coronavirus pandemic and the
economic devastation in its aftermath. Isuru
Balapatabendi, Chairman at People's Insurance PLC,
says the company is emerging stronger and poised for
growth due to its foresight and early response to Covid19, investments in digital tech and synergies from the
People's group.
How is Covid-19 impacting People's Insurance?
Balapatabendi: The unprecedented economic turmoil
caused by the pandemic spared few industries worldwide. In Sri Lanka, Covid-19 impacted the non-life insurance sector with industry gross written premium (GWP)
incomes declining 5% in the
first six months of 2020.
Although insurance companies stayed open as essential
services, restricted customer
movement and dwindling
disposable incomes chalIsuru Balapatabendi,
Chairman,
lenged their operations.
People's Insurance PLC
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Premium incomes fell across the industry from the
economic challenges precipitated by the lockdown,
and the moratorium on premium payments which has
since expired. The industry had a particularly tough
June 2020 quarter. It was no different for us at People's
Insurance. However, I must say that it was, in a way,
a satisfying and exciting period for us. Why? Because
the crisis proved our corporate strategy. We found
ourselves with a lot more manoeuvrability despite
many things related to the pandemic being out of our
control. And now, while everyone is changing track
and preparing for a new normal, People's Insurance
is emerging stronger with our medium and long-term
plans still intact, and still relevant.
We began a digitisation drive which held us in
good stead when the pandemic hit. This was a part
of initiatives to deepen and widen synergies with the
People's Group. People’s Insurance, People’s Leasing
and People’s Bank make up the People’s Group with
combined assets exceeding Rs2.2 trillion. It is the largest
financial sector group in Sri Lanka. There are synergies
around reach and digital technology. People's Group
has a customer base of over 15 million, served by over
1000 branches and digital touch points. Asiamoney
recently crowned People's Bank as Sri Lanka's Best
Digital Bank. It has 270 cash deposit machines and
over 200 self-banking units across the island, covering
some of the hardest to access regions in the country.
Exploring synergies and widening the captive base
within the group was only part of the strategy. We
have plans in place to grow market share from outside
the group. Product innovation and digital technology
will help us do this.
So, despite all the challenges from Covid-19, the
lockdown, and the economic slump we are experiencing now, People's Insurance was able to record a 119%
growth in profits in the first six months of 2020. This is
a testament to the company's visionary management
and resilience.
How did the company navigate the lockdown period?
Balapatabendi: We responded to the Coronavirus
outbreak even before it hit Sri Lanka. Around early
February 2020, we appointed a restructuring committee to monitor the global spread of Covid-19 and
prepare People's Insurance for any eventuality. Our IT
department was already on their annual digitization
plan and was implementing a digitalisation strategy
which improved internal processes and cost efficiencies, and enhanced service delivery standards.

Our primary concern was providing uninterrupted insurance
cover and services to customers. The lockdown was tough on
everyone, we understood that. We felt that it was our duty to be
assuring and helpful to our customers during challenging times.
We did not want to take an aggressive approach to collections
although premium incomes took a hit across the sector. First,
we made sure critical staff including those in the frontlines had
curfew passes. Second, our amazing in-house tech team made
it possible for the organisation to quickly pivot to working from
home. We upgraded online payment platforms so that customers can make their premium payments. We had developed
a mobile sales app for our sales teams which paid dividends
during the lockdown because they could reassure customers
and help them reschedule their insurance policies as needed.
While our premium incomes declined during this period, we
are experiencing a fast recovery. Premium incomes will reach
pre-Covid levels much sooner than many would expect, I believe.
Let me give another example of People's Insurance's resilience
and strength. In 2019, the Easter attacks triggered an economic
downturn which led to stringent restrictions on vehicle imports.
Motor insurance accounts for 89% of our business and despite
the challenges, we recorded an 8% growth in GWP in 2019 which
was higher than the industry growth rate of 3%.
What is the near-term outlook and how will People's Insurance
generate growth in the post-Covid environment?
Balapatabendi: We cannot predict when this pandemic will end
or when we will have a vaccine. But a few things are certain,
Sri Lanka can come out of this crisis with an economy poised
for growth. As I said, motor insurance accounts for 89% of our
business but our long-term plans will see this share decline.
Digitalisation will improve cost efficiencies and service delivery which will help us gain market share in a competitive and
overcrowded motor-insurance market. However, long term
growth will come from elsewhere and other insurance products
will gain momentum faster. This is because People's Insurance
is positioning itself for quite a different yet exciting economy.
For instance, Sri Lankan consumers are becoming more health
conscious, and improving incomes will lead to new lifestyle
choices. While non-motor insurance penetration is low in Sri
Lanka, that will quickly change. The R&D division at People's
Insurance are watching these trends and developing innovative
insurance products to meet the aspirations and expectations of
discerning consumers. We already have insurance policies that
cover healthcare, personal accidents, dwellings, and homes. We
also have a comprehensive suite of business insurance products
including fire, burglary, business interruption, cargo insurance,
goods in transit, public liability, product liability and professional
indemnity which cover some of Sri Lanka's growth sectors like
construction and housing, and services.
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LAUGFS Super operations team

LAUGFS
SUPERMARKETS:
DRIVING
EXPANSION
DURING COVID
ALL OUTLETS BELONGING TO THIS
SUPERMARKET CHAIN STAYED
OPEN THROUGHOUT THE LOCKDOWN PERIOD, AND NOW THE
COMPANY IS DIVERSIFYING AND
EXPANDING THE BUSINESS
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LAUGFS Supermarkets, the retail business of LAUGFS Holdings, kept all its outlets
open during the 52-day Covid-19 lockdown. Director and Chief Executive Officer
Lilanthi Herath shares insights into LAUGFS Supermarkets' lockdown strategy,
and unphased by the pandemic, its expansion plans for the year ahead.
How did the Covid-19 lockdown impact LAUGFS Supermarkets and what steps
did you take to serve customers during that challenging period?
Lilanthi: All outlets were operational to facilitate the online and call orders and
mobile supermarket operations. LAUGFS Super was the only retail chain to keep
all its outlets open even before the essential services that could operate during
the lockdown were officially announced. We did not close any outlet even for a
single day.
We did have a few challenges. The usual peak seasonal demand ahead of the
April New Year did not materialise this year because of the restrictions on people's
movements and income constraints. We also had challenges around getting staff
to work but managed to ensure smooth operations with a third of the staff. We
quickly organised curfew passes for critical personnel needed to run our retail
operations smoothly and the success we have had is testament to their dedication.
We also introduced mobile units providing groceries, bakery products and
general merchandise. Our customers especially appreciated the baked goods our
Crimson Bakery, a LAUGFS venture, delivered right up to their doorsteps during
the lockdown. We have a skilled team of chefs and bakers who worked tirelessly
during this period turning out an extensive range of baked products, which no
doubt brought comfort to an appreciative customer base as indicated by the heightened demand throughout the lockdown.
We focused on delivering the essentials. Demand for essentials like everyday
groceries noticeably increased during the lockdown and we managed to cater to
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consumer needs during this difficult period. We also took steps to reach out
to people at their homes. We deployed a fleet of motorbikes and tuks to make
home deliveries, and this initiative provided daily income to many people who
otherwise could not find adequate work during the lockdown. As a result, our
customer base expanded significantly during the lockdown period.
How did innovation and technology help you reach consumers during the lockdown?
Lilanthi: Digital technology helped us pivot to e-commerce enabling consumers
to place their orders with a LAUGFS Super outlet of their choice. We already
had an online sales platform even before the pandemic, which we revamped to
meet increasing demand during the lockdown. This proved to be a great success.
We were able to satisfy most of our customer needs during the lockdown,
reaching them through the dedicated hotline and social media platforms. Our
aim was to somehow attend to all their needs and I am happy that my team
did a stellar job in that regard.

is something we want to expand going ahead.
We will expand our Crimson Bakery business
and launch a chain of Crimson Cafés this year.
There are several beneficial synergies across
the LAUGFS Holdings group we will explore.
The LAUGFS brand is well known and associated with several products close to consumers'
hearts and part of their daily lives from fresh
groceries at LAUGFS Supermarkets to LP gas,
petroleum, lubricants, and other car care products. We recently celebrated our 25th year and
although we are relatively young compared to
competitors, LAUGFS has quickly grown into a
household brand. The group's focus is to build a
global entity that is a Sri Lankan brand at heart.

How did your staff respond to the challenging period which no doubt caused
apprehensions for them too?
Lilanthi: I cannot emphasize enough the role of our people in all this. They say
it takes a challenge to bring out the best in people and that was aptly demonstrated at LAUGFS Super. Our small yet committed team of outlet managers
and staff worked tirelessly to serve customers throughout the lockdown period.
While we took every measure to ensure their wellbeing and safety during the
lockdown period, the highlight was the extraordinary level of dedication, focus
and motivation demonstrated by the LAUGFS Super family to serve others
during the challenging times. The way everyone responded and stepped up
was truly inspirational. Our passionate team is behind our success, they are the
ones taking us out of this crisis and propelling the company towards greatness.
What are the company’s prospects post Covid?
Lilanthi: Since the lockdown lifted, footfall at our outlets is yet to recover.
Consumer spending is weak and economic activity has not picked up; the
streets are quiet earlier than usual every evening. However, we believe normalcy will return soon.
The pandemic has forced lifestyle changes on everyone. Social distancing
norms like sanitising hands, wearing facemasks and avoiding crowded areas
have changed the way consumers shop. People spend less time pushing a cart
around with one hand and carrying a long grocery list with the other. Incomes
have fallen too, and all this means a lower footfall at retail outlets and this
will impact any business in this sector.
Despite the growth in online retail during the lockdown, we see many
people shifting back to physical shopping. At LAUGFS Supermarkets, we are
taking measures to sustain the online sales momentum. Our customers can
continue to shop online but they have the option of picking up their purchases
themselves, or have it delivered to them.
Sri Lankan lifestyles are evolving, and LAUGFS Supermarkets will look
at customising both our outlets and offerings going forward. This is something that excites us. We are passionate about creating unique experiences
for customers so we will continue to invest in the business. For instance, we
recently opened a convenience store at the Kotelawala Defence University in
Werahara, our first project during Covid-19. This convenience store model

Lilanthi Herath
Director and Chief Executive Officer

Everyone one of us at LAUGFS Supermarkets
lives our brand proposition ‘Fresh and Friendly
Service’. Our fresh categories and Crimson
Bakery products are popular with customers
and our special weekend deals go like hotcakes
and there is nothing more satisfying and humbling to experience consumers making a dash
for your products every week! We are different because of our people and for almost two
decades LAUGFS served many customers being
the neighbourhood convenience store. We are
planning to redefine convenience in the future
as well, and we at LAUGFS Super will continuously push this bar higher.
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HOW DO
BOUTIQUE HOTELS
SET THEMSELVES
APART?
FOR MOSVOLD BOUTIQUE HOTELS,
PROVIDING A UNIQUE EXPERIENCE
FOR ITS GUESTS IS KEY

When you think ‘getaway’, what springs
to mind? Do you envision comfort, good
food, breathtaking scenery or anything
that will allow you to rest and recharge?
Mosvold Boutique Hotels offers all of
this and more. From Mosvold Villa in
Ahangama with its stylish living spaces,
excellent food and spectacular landscapes, to Sundara by Mosvold with its
iconic colonial architecture on the pristine
Balapitiya beach, to Escape Weligama with
its luxurious take on the country’s first
luxury boutique hotel cum surf school,
and more.
But, Nilanka Martinus, Managing
Director, Mosvold Boutique Hotels,
explains they got into the industry quite by
accident. It all began with building a house
on the beach pre-Southern Expressway.
Since travel time was longer at the time,
Martinus realized they wouldn’t use the
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space often. “So we converted it into a six-bedroom boutique hotel, which
grew to eight that grew to 12. That was our first property!” he explains. When
the war ended, tourism began to boom and Mosvold expanded, spreading
its wings across different sections of hospitality.
After the Easter Sunday bombings last year, they decided to take a step
back to determine how they can become experts at what they do. “One way
of doing that was splitting the brands,” says Martinus. “So we moved into
small high-end boutique hotels, which handles private experiences, catered
towards the traveller looking for individual moments on holiday.” Centered
around their vision of what you want, Mosvold Hotels created a sub-brand
called Escape Hotels, aimed at people looking for a lifestyle escape. “It's
a lifestyle brand focused around a certain aspirational aspect of your lifestyle,” he says.
In addition to their core businesses, Mosvold also gives back to the
communities through the Mosvold-Martinus Foundation. “We’re involved
in everything from child protection to children’s education, supporting
university education for youths, supporting and encouraging women’s
empowerment programs, and skill development training combined with
entrepreneurship mentoring. We also make an effort to get our staff involved
in these projects as this helps them understand our long-term vision,”
Martinus reveals.
The year leading up to the Easter Sunday bombings was great for the
company. This helped put them in a good place post-bombing. However,
after COVID-19 and the lockdown, they had to relook at many things. “We
managed to retain the people that mattered and who understood our vision,
which is to always to move forward,” shares Martinus. “It was very important
for us to come back to our roots and change how we interact with our guests.”
Compelled to adapt, Mosvold embraced the process of change. “All
our colleagues got on the same platform, so everyone is up-to-date with
everything, we have streamlined our teams and processes, and we have
looked at a restructure that will allow everyone to come out of this healthier,” enthuses Martinus. “We know we can survive this. My goal is to give
our colleagues a sense of security. Whatever we do, it is they who will give
everything back to us in terms of how our guests experience our brands.
Everything we're doing to build resilience into our business is because we
want to retain and attract good people who understand that we value the
contributions they make in getting us to our goals.”

B
V
brand voice

A D V E R T I S I N G F E AT U R E S

Articles in the following features section that profile successful businesses and interview the people behind their
success stories consist of paid-for content. The section enables companies to give readers a more detailed look at
the way they do business and highlight key points of differentiation and competitive advantage.
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PEOPLE'S
BANK
RANKED
SRI LANKA'S
BEST BANK
STATE-OWNED PEOPLE'S BANK
BECAME SRI LANKA'S BEST
PERFORMING BANK, ACCORDING
TO A BANKING SECTOR RANKING BY
AN INDEPENDENT FINANCIAL
ADVISORY FIRM

People's Bank ranked 1st among the country's
four Domestic Systemically Important Banks
which includes another state-owned Bank and
two listed private commercial banks, according
to rankings published in K Seed Investments' 'Sri
Lanka Banking Sector Report'.
K Seeds Investments ranked each bank based
on nine key financial indicators for 2019 published
in their annual reports. The indicators are Cost to
Income Ratio, Return on Equity, Return on Assets,
Credit to Deposits Ratio, Net Interest Margin, Gross
Non-Performing Loans (NPLs), Impairment to
Interest Earnings Assets, CASA Ratio (current
accounts and savings accounts as a percentage of
total deposits including fixed deposits), and Loan
Growth.
The ranking intends to give depositors and
investors insight into the country's best-performing banks in terms of profitability, sustainability,
and balance sheet health.
"Our deep relationship with customers is the
primary reason why the bank's financial indicators
around profitability and balance sheet strength are
among the best in the industry," said People's Bank

Sujeewa Rajapakse,
Chairman of
People's Bank
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Chairman Sujeewa Rajapakse, commenting on the
bank's number one rating.
For instance, the bank has the best CASA
ratios for any of the four Domestic Systemically
Important Banks, which means the bank enjoys
peerless access to low cost-funding because the
bank has nurtured a base of loyal customers.
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Ranjith Kodituwakku,
Chief Executive Officer
and General Manager

"We have a highly motivated team of over
seven thousand staff and 740 branches island-wide
serving around 14 million customers," Rajapakse
explains. "That's more than half of Sri Lanka's population with a People's Bank account!"
The bank recorded the lowest NPL ratio among
its peers in 2019 which contributed to its number one
ranking, even as it expanded its loan book that year.
"We are very prudent in lending. Our evaluation
processes are stringent, and we diligently follow up
on borrowers to minimise default. But this is a small
part of our success," said Ranjith Kodituwakku,
Chief Executive and General Manager at People's
Bank.
The bank lends mostly to small and medium
businesses where the average loan is around Rs6-10
million. While this means the bank's single-borrower exposure is among the lowest in the industry,
it points to the bank's ability to build relationships.
"SMEs are a wider, broader customer segment
spanning the entire country and it speaks volumes
about our ability to maintain low NPLs. This is
possible because we work closely with entrepreneurs, helping them build their businesses from
ground-up," Kodituwakku said. "Some of Sri
Lanka's largest corporations were startups this bank
supported during its 60-year history".
Twenty years ago, the bank pioneered an opendoor policy to become more approachable to their
customer base. "We tore down the counters that
separated our staff and customers and introduced
an open office concept where anyone can visit any
bank official unhindered," Kodituwakku said, and
this has helped the bank reap the rewards in terms

of low-cost funding and low NPLs.
Today, around 70% of the bank's 14 million customers live outside
the Western Province. The bank's deposit base was Rs1.7 trillion as at
end-March 2020 and its loan book was Rs1.6 trillion.
The bank now aims to be the most digitalised in the industry and
investing heavily in this regard. "This is the next natural step in our
mission to be a bank for the people and uplift livelihoods and the rural
economy through greater financial inclusivity," Kodituwakku said.
People’s Bank has a real-time customer onboarding platform called
People’s Wiz, the first for any bank in Southeast Asia, Africa, and the
Middle East. Since launching in 2017, People’s Wiz has onboarded over
785,000 customers.
People’s Wave, its mobile banking app, allows a customer to carry out
over 50 different banking transactions in the comfort of their homes. It
is Sri Lanka’s most downloaded finance app with over 770,000 downloads since launching in 2018. It has an impressive 4.3 rating on Google
Play Store. Over 70% of registered People’s Wave users live outside the
Western Province.
Customer acceptance of People's Bank's digital offerings is encouraging. The total value of digital transactions doubled in 2019 to Rs80
billion while the monthly average transaction value at its Self Banking
Units was Rs83 billion.
For its efforts, the bank won the crown of 'Best Digital Bank in Sri
Lanka' at the prestigious Asiamoney Best Bank Awards 2020.
"We are continuing to invest even during these difficult times to give
our best to our customers," Rajapakse explains. "Even during this covid19 crisis, we are ensuring that our customers are well taken care of".
During the lockdown, over 70% of branches and all self-banking
units remained operational. Its mobile banking units covered over 400
locations islandwide, including some of the hardest to access areas in
the country, dispensing cash withdrawals totalling Rs200 billion during
the lockdown.
The bank extended debt moratoriums worth Rs300 billion and provided working capital loans to over 5,000 businesses totalling Rs6 billion
from the Central Bank refinance scheme with a further Rs15 billion allocated from the bank’s funds. It also provided credit relief to 400,000
retail customers.
"The next 12 to 18 months will be difficult ones for the economy but
we will play our part to uplift the economy," Rajapakse said.
In July 2020, amidst the worst economic crisis in recent history,
investors resoundingly acknowledged People's Bank's status as Sri
Lanka's best performing bank. The bank's Rs20 billion debenture issue
oversubscribed within four hours despite the debilitating COVID-19
impact on the economy.
"While we all must make adjustments during this crisis, People's Bank
included, we are continuing to pursue our growth strategy to become
Sri Lanka's largest and best bank," he said.
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THE FLEMINGTON:
CATCHING A PROPERTY
MARKET BOOM AFTER
COVID-19
ELISH DEVELOPMENTS, THE NAME BEHIND
THE FLEMINGTON BRAND OF APARTMENT
BUILDINGS, EMERGED FROM THE LOCKDOWN UNSCATHED TO AN AWAKENING
MID-RANGE PROPERTY MARKET

S

hamitha Ganegoda, after being a Financial Controller in some
leading Australian property development companies, started his
own property development company, EliSh Developments, after
developing a passion for turning bare plots of land into multistoreyed structures that supported modern living.
After residing in Australia for over 18 years, Ganegoda ventured into Sri
Lanka's condominium market in 2015 with a vision: to provide affordable
yet luxurious, aesthetically appealing yet practical, housing solutions for an
emerging class of young business executives and professionals. But that was
not all. Ganegoda proposed to concentrate his projects not in the suburbs,
but within Colombo where housing is already too expensive and beyond
reach to many.
Foundations for the first building, The Flemington Rajagiriya, were laid
in 2016. Three years later, all 30 units are sold out. A second project of 18
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units, The Flemington 1o3 Campbell, in
Colombo 10, is nearing completion with
pre-sales reaching 90%. The company has
commenced work on the third property
down Vajira Road, Bambalapitiya, which
will have 45 apartment units and Ganegoda
is upbeat about the company's prospects
despite the post-COVID challenges ahead
for the economy.
"Our approach to business and our growth
strategy helped us come out of the COVID-19
lockdown better than most in the industry.
In fact, we emerged financially stronger,"
Ganegoda says.

BRAND VOICE

Can you give us a brief background about EliSh Development, and what
makes the company successful in property markets here and in Australia?
Ganegoda: I had worked as a financial controller for a few property
development companies in Australia for several years. I was always intrigued
by how a bare plot of land transformed into a structure that supported modern
living. That stoked my passion for residential property development, which
was why I started my own company, EliSh Development, in 2008. After two
successful projects in Melbourne, I followed my passion and moved to Sri
Lanka in 2015.
We have two multi-storey condominium projects here under The
Flemington umbrella consisting of affordable, convenient, luxurious, and
spacious apartments for the modern family.
Few things matter when it comes to selling housing properties: location,
design, and price, getting this balance right is critical.
No property development can be successful without a great location, so
we ensure we get this right for all our projects in Melbourne and Sri Lanka.
Getting the design right is the next big factor. We build practical living spaces
that have appeal, provide convenience, security, and luxury. These matter to
people. Affordability is another important factor. The ingredient that holds
everything firmly in place is the trust clients have in us.
Integrity and ethical business practices have been entrenched deep within
the Australian business culture which we follow.
We have hit the right balance with location, design and price allowing us to
achieve tremendous success within four years. Our first project in Rajagiriya
is fully completed, 100% sold-out and 85% occupied. The second property at
Colombo 10, The Flemington 103 Campbell, is nearly complete and pre-sales
have reached 90%, and this was around 50% before the foundations were
fully laid! We recently started on the third building located on a prime piece
of land in Vajira Road, Bambalapitiya.

Can you discuss the role of innovation in
your company, and new concepts shaping
modern living spaces?
Ganegoda: We are big on innovation.
To start with, we engage only the top
architects, engineers, and contractors at the
pinnacle of their respective professions. The
expertise they bring to our projects matters.
For instance, an architect can bring the
best contemporary designs that appeal to
buyers' aesthetic and practical senses and
their lifestyle choices. Reputed engineers are
important because I want my buildings to
stand the tests of time. Apartment buildings
in Melbourne and Sydney continue to stand
for well over a century, and that is what I
want to build here, buildings that last. I am
not building boxes for people to live in, that's
why innovation is so important. Melbourne
has progressed the most compared to other
Australian states in the last decade, with
several developments showcasing fascinating
architectural trends in modern living. Even
Colombo has a few good examples. We have
learnt that while the location is key, meeting
customer requirements is equally important.
The Flemington is challenging the clichés, and
even the boringness, associated with modern
living, and pushing the boundaries to unlock
new possibilities.
One of the concepts we brought from
Australia is the convenience of living. When
I returned to Sri Lanka, I discovered many
inconveniences even at prominent residential
locations. We removed these incumbrances
with The Flemington Rajagiriya. We will
continue to make living spaces as practical
as possible with every project we take on.
To keep condominiums affordable, we use
many modern construction practises which
are efficient yet cost effective.
The Flemington targets the midrange property market comprising young
professionals and business executives who
live in the suburbs. They commute several
hours each day taking kids to school before
heading for work in Colombo. Returning
home likewise takes hours because of the
rush-hour traffic congestion for an otherwise
20-minute drive. Finding a solution to this
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problem was one of our core objectives.
The Flemington properties in Rajagiriya, Colombo 10, and the new one
in Vajira road are all located where they are because we wanted to offer
the mid-range market the luxury of a short commute so people can spend
more productive time at work and home.
We estimate a four-hour time saving, and plenty of fuel too. And when
they need a long vacation, they will not have nagging doubts about unlocked
doors or windows, their homes will be safe. Security and convenience are
often-overlooked benefits of living in an apartment. You only need to lock
one door before going away for a long weekend.
What is your outlook for Sri Lanka's condominium market post-COVID,
and can you give us insights into your expansion strategy?
Ganegoda: We have plans to expand The Flemington brand but our approach
to each project, and the attention to detail we demand of ourselves allows
us to focus on one or two projects at a time. We take pride in this.
It further allows us to safeguard the financial stability of the company
and ensure that our clients and investors get adequate returns. As I said
before, our Colombo 10 property is nearing completion and the next one
which really excites us at Vajira Road is underway. Our growth strategy
helped us come out of the COVID-19 lockdown better than most in the
industry. In fact, we emerged financially stronger and embarked on our
third project.
The timings of our projects were such that during the lockdown, we
only suffered work-stoppages for maybe two to three weeks because
construction crews could not reach the site. There were supply-side
issues and delays in obtaining various approvals because government
offices were not fully functional during the early stages after the
lockdown. The company and our clients were fortunate not to face
any mortgage issues. We need not depend on moratoriums and other
concessions from banks. Coming out of COVID lockdowns, we doubled
our staff due to the growth we experienced.
The lockdowns were less stressful on people occupying our apartments
because they were able to enjoy the common areas like the pool and gym
while ensuring that social distancing was maintained. We personally made
sure our residents had access to all the necessary essentials.
The mid-range market will continue to enjoy demand because housing
is a basic essential and there is an emerging class of young professionals
looking for affordable housing with a touch of luxury and conveniences
that best suit their lifestyles. We recorded more sales since the lockdown
was lifted than before COVID-19. Sales doubled in June and July compared
to the first three months of 2020.
Property market growth will come from the mid-range and there is
a good reason for this. Sri Lanka's economy will be driven by a growing
population of middle-level executives and professionals in the private and
public sectors from across several industries including financial services,
healthcare and more. More people are becoming professionally qualified
than ever before. Also, access to housing finance has improved for many
young professionals and raising a mortgage is not complicated. Supporting
this shift, we have four banking partners, namely – Hatton National Bank,
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Managing Director
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Sampath Bank, National Development Bank and
Nations Trust Bank.
We increasingly see young people showing
interest in the property market. The Flemington
properties are well-positioned to benefit from
this trend not only in terms of prime locations
but also by way of attractive pricing and
amenities.
Our Vajira Road apartments will have a
starting price tag of Rs27.3 million for a twobedroom unit with air conditioning, central
gas and access to a swimming pool and gym.
You will not find new apartments at this price
anywhere in this part of Colombo. A house in
Colombo is out of reach for many. Although
land prices have fallen because of COVID-19
and the economic slump, and while people are
investing in property, few give much thought
to the investment and effort needed to build a
house. Which is why I believe apartments will
be a more attractive solution for Sri Lanka's
emerging middle class.

4
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WAYS KEELLS
IS UPLIFTING
CUSTOMERS AND
COMMUNITIES

How Keells supermarkets
are making sure they have
adapted to cater to the needs
of customers & communities
in the new normal

Keells supermarkets have been the island’s
trusted retailer for good quality and fresh
products, their customers remaining the
focus of everything they do. This was no
different during the lockdown due to Covid19, and more so now with life in the new
normal. Keells has always prioritized listening to customers and offer them what they
need. Right now, the organization understands that safety, convenience and ability
to save money during these trying times is
paramount.
The pandemic has affected many aspects
of life and how businesses operate. Before
Covid-19 struck, customers made visits to
the supermarket a family occasion, taking
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their time shopping and enjoying the experience.
“We understood based on feedback that lifestyles and priorities of our
customers have fundamentally changed and it is important now more than
ever that we understand this and make sure we are there not only for our
customers but also our communities with solutions they find important,”
said Charitha Subasinghe, President - Retail Sector, John Keells Group.
In adapting to the new normal in shopping habits as well as macro level
priorities of our customers and communities, Keells has a multi-pronged
approach to making sure they are ready with the right solutions.

1. Convenience through quick and safe service and a revamped online
shopping experience: Safety during this pandemic has appeared as a
key factor customers consider and to this extent, Keells became the first
supermarket chain in Sri Lanka to obtain the Covid -19 safety management
certification by SLSI. Ten stores are certified as at now and the other stores
also adhere to similar practices as we work towards certifying more stores.
Offering a fast and efficient service at checkout counters and fresh
weighing counters with express counters for top up shoppers is another
way Keells ensures customers can shop fast. The customer service team has
also been upskilled to be able to handle customer inquiries and feedback.
The revamped Keells website now offers customers a seamless online
shopping experience with a wider range, quick and cost effective delivery as
well as the ability to place an order and collect it at any store via the 'Click
& Collect' feature ensuring we meet the varied needs of our customers.

TRUE GRIT

S P E C I A L F E AT U R E S

2. Freshness backed by a Freshness Guarantee: Keells gets their produce
within 24 hours straight from the farm. Rigorous quality checks ensure that
only the freshest produce reach the customer. In 2019, Keells introduced a new
mechanism to track the shelf life of products. This means that the team knows
when the item was harvested and brought into the store through an easily
identifiable date code. The newly introduced chilled pizza range at selected
stores made fresh in store with no added preservatives at an affordable price
offers families the quick and easy solutions for dining at home.
Keells continues to offer 'Double Your Money Back' if any item you purchase
is not fresh. This applies to all fresh items offered at the supermarket such as
fresh vegetables, fruits, seafood, meats, juices, pizzas and a range of hot food.
This promise is now extended to all online and 'Click & Collect' customers too.

3. More savings due to affordable own label products and promotions:
Understanding that the ability to save is important, Keells developed a concept
called 'Everyday Low Prices' that provides selected everyday essentials at a
low price. This constitutes a weekly basket of essentials for a family. Keells also
has over 350 of their own products priced 10% or lower than regular brands
providing customers access to lower-priced, high-quality products. As the range
covers a majority of household needs this gives a family savings on everyday
shopping. Keells continues to offer great savings of 25% for Nexus members
on selected essentials, groceries, fresh and household items, rewarding
raffle competitions and further savings through credit card offers.

4. Supporting communities: During these challenging times our responsibil-

“

Keells continues to
offer great savings of
25% for Nexus members
on selected essentials,
groceries, fresh food
and household items

ities extend further to our wider community. Taking care of communities is
another important aspect of what Keells do. A program was established and
expanded to donate consumable, fresh produce left over from the daily sales to
a partnering charity organization to be distributed to deserving communities.
Weekly 350 persons indirectly benefit from this program.
Keells Wyawasaayaka Saviya is a unique community project which is aimed at
uplifting the standards of small scale suppliers in order for them to develop and
access the larger modern trade markets. This is a major CSR initiative in which
we are partnering with NEDA (National Enterprise Development Authority)
which is one of the established entrepreneur development government bodies
in Sri Lanka to identify and provide small scale suppliers with the relevant
expertise and skills to ensure they adapt to the current business conditions
which will ultimately enable them to gain access to markets in a sustainable
manner. Currently 18 small scale entrepreneurs are following the program.
Selected stores have also opened up car park spaces for small scale entrepreneurs to sell their products and obtain an additional source of income at
no extra cost.
Being agile, flexible and adaptable has worked well for Keells in understanding consumer mindset and delivering on the needs to suit the new
normal. As a responsible corporate, Keells understands the importance of
supporting the wider community to emerge from this pandemic, together
as one nation.
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PRIME GRAND:
AN EPOCHAL
TOWER RISES
AMIDST COVID-19

high-rise buildings around Colombo: this
was before covid-19, and the pandemic only
made things worse. However, with a strong
balance sheet, the Prime Group has not faced
any of those problems. Since its founding 25
years ago, the group has developed over 4,000
houses and land projects across the island
and has completed 36 condominium projects
with eight under construction.
Premalal, Chairman, and Sandamini Perera,
Co-chairperson of Prime Group, discuss
the reasons why Prime Grand presents an
attractively viable investment opportunity,
the post-coronavirus real estate market outlook, and also the reputation and strength of
the company behind the epochal project in a
neighbourhood limited for an exclusive few.

Even before covid-19, too many real-estate
developers struggled to complete building
projects, but Prime Group is forging ahead
on a solid foundation

S

lated for a 2022 opening, Prime
Grand, an iconic 37-storeyed, 332-unit
ultra-luxury apartment complex developed by the Prime Group has reached
presales of over 60%. The tower is situated in Sri Lanka's prestigious, and
exclusive, residential neighbourhood,
Ward Place Colombo 7. Because stringent construction regulations protect
the neighbourhood's exclusive character, Prime Grand will
likely be the only high-rise residential tower here for several
years to come.
With a starting price tag of Rs60 million for a unit of 1,200
sq. ft., there are units for 5,000 sq. ft. as well, demand is
encouraging and the developer is confident that investor
sentiment is improving post covid.
"At this moment in time, we strongly believe we've priced
the apartments to reflect a historic opportunity. Housing
is both expensive and exclusive in this neighbourhood,
but Prime Grand is opening several opportunities. With
stable government and policies in place, and as the economy recovers, land prices and construction costs will only
escalate which makes Prime Grand an exciting investment
opportunity," says Brahmanage Premalal, Chairman of Prime
Group, the holding company of the well-known property
developer Prime Lands.
Real-estate developers eager to catch a property boom
ran into liquidity problems leaving numerous unfinished
64 ECHELON.LK SEPTEMBER 2020
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What can you tell us about Prime Group
and its impact on Sri Lanka's property
market?
Premalal: We have been in the real estate
market for the last 25 years starting as a small
company concentrating only on land development projects and gradually moving to
house construction. From there, we ventured
into the apartment market in the affordable
luxury, and ultra-luxury segments.
We have contributed in no small way to Sri
Lanka's evolving skyline which is a potent
indicator of the development this country
has seen over the last two decades. We have
completed 36 condominium projects, the latest being a beachfront apartment complex in
Uswetakeiyawa. Eight more are under development including our most iconic project yet,
Prime Grand at Colombo 7. In the housing
side, we have completed over 25 projects
comprising over 4,000 properties over the
last 25 years. These numbers tell you that our
contribution to the economy is significant.
We are also a significant employer with over
several thousand direct and indirect employees. We are a very futuristic and a responsible
organization. I think we have always had
a positive impact on the country and the
economy, and in the future, the contribution
is going to be even bigger.
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Tell us about Prime Grand and what
makes it an iconic property in Colombo?
Sandamini: Prime Grand is the only highrise building at Ward Place, Colombo 7, a
prime residential area, and perhaps Sri
Lanka's most exclusive and prestigious
neighbourhood. You will not find a vacant
plot of land over an acre and facing the
main road in this prestigious locale, home
to several high-end department stores,
schools, embassies, and hotels.
We are targeting professionals who have
reached the pinnacle of their careers. This
will probably be the only luxury apartment
building in this neighbourhood given the

SANDAMINI
PERERA,
CO-CHAIRPERSON
OF PRIME GROUP

stringent property development regulations governing
this high-brow neighbourhood.
We have designed Prime Grand with that exclusivity in
mind, so absolute privacy is fundamental. The two wings
comprising Prime Grand do not face each other, nor will
neighbours on either side be visible either. Apartments
detached from one another for better privacy is a feature
no other buildings can boast of. In terms of security, we
have used state-of-the-art security systems and reputable global brands for video-door phones and access
control elevators.
Because Colombo 7 is the most prestigious neighbourhood in the city we did not design the building for
commercial activities like shopping malls, restaurants,
or offices. We had the option to do a mixed development project but made the deliberate decision to stay
true to the location's character and our proposition of
luxury living.
Top Singaporean designers designed the interior. Each
unit irrespective of size will get double parking space
and maids quarters. We have sourced some of the best
brands in luxury fittings and ensured every aspect of
the building is luxuriantly finished. Prime Grand will
be a live-in hotel. The 5th and 32nd floors, and the 37th
floor rooftop will be for leisure activities.
How have prospective buyers responded to Prime
Grand and what makes Prime Grand a compelling
investment?
Premalal: Luxury apartments are an emerging asset
class due to high capital appreciation, and if you consider the allure of Colombo 7, Prime Grand has already
reached 60% pre-sales which is very encouraging. At
this moment in time, we strongly believe we have priced
the apartments to reflect a historic opportunity. Housing
is both expensive and exclusive in this neighbourhood,
but Prime Grand is opening several opportunities. With
stable government and policies in place, and as the economy recovers, land prices and construction costs will
only escalate which makes Prime Grand an exciting
investment opportunity.
How has COVID-19 impacted Sri Lanka's property
market and what is the outlook for the year ahead?
Sandamini: Initially, we did not know what to expect
and there is still some uncertainty in the economy, but
we prepared for the worst. However, there is a lot more
clarity now and things are falling into place. Declining
interest rates have pushed some investors towards real
estate, and this is where credibility is so important. Our
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track record, expertise and visionary outlook continue
to attract investors looking for opportunities in the
property, housing, and apartments space. We expect
the economy can only get better and anticipate a real
estate boom soon as other sectors in the economy start
to recover.
How has Prime Group responded to the economic
challenges caused by the pandemic?
Premalal: We always ensured that we have a strong
balance sheet. A major share of most of our projects
are self-financed, and any pre-sale is a bonus. This has
helped us navigate the uncertainties of this pandemic,
but the situation is not as bad as we earlier anticipated.
Expertise and financial discipline are crucial for our success. Several years ago, many developers ventured into
real estate hoping to cash in on a quick boom without
sufficient financial resources and technical knowledge,
and they only burnt their fingers. There are over 50 failed
apartment projects around Colombo alone that have
taken off but never completed. Most people only look
at the development and not the developer, and have
lost money as a result. We do things a lot differently
at Prime Grand and our investment grade A- (Stable)
credit rating is testament to our professional ideals and
financial stability. Our business is built on trust and
this is what makes us successful, because people have
faith in trusted brands.
Sandamini: People have lost trust in real estate developers. Most real estate developers could not complete their
projects as they ran into financial difficulties before the
pandemic. Covid-19 only made matters worse. Looking
ahead there are viable investment opportunities in
properties backed by credible developers.
Prime Group is well-positioned for growth having established credibility and trust over the years. This will result
in many more opportunities for the business. After all,
we are the largest real estate developer in terms of the
number of properties developed island-wide, and as
mentioned earlier, we have built over 4,000 homes
and completed 36 apartment building projects with
eight more under construction. Our offerings cater to
a diverse market from the mid-range to high-end luxury spaces.
What is the significance of the company’s A(Stable) credit rating?
Premalal: Most buyers tend to focus on the architecture
and interiors when they decide to buy an apartment

PRIME GRAND,
WARD PLACE

or house. They get carried away by 3D
walkthroughs, fancy advertisements, and
marketing gimmicks. They forget the most
important factor is the developer responsible for building the project.
Having set out to raise the bar in the real
estate industry we decided to obtain a credit
rating not just to benchmark ourselves as a
premier developer but to also give prospective investors that assurance and comfort
that they are in good hands. No other real
estate developer has a credit rating, so customers have no visibility into their financial
strength. We have an A- (Stable) credit rating
from ICRA Lanka, an associate of Moody's.
This rating reflects our stability and capacity
to deliver projects on time. A credit rating
helps all stakeholders, even prospective
buyers can raise bank loans on that stregnth.
Our rating solidifies and symbolises the best
practices and principles that drive the Prime
Group.
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The Democratization
of Real Estate
Long the domain of ultra high net worth investors,
REITs promise to make real estate an asset class
accessible to all

E XC E R P T S O F T H E I N T E R V I E W.
What is a REIT?
REIT stands for Real Estate Investment Trust. A REIT
is a single asset or pool of real estate assets which are held
in the form of a trust, for the benefit of the REIT investors.
The REIT is compelled by regulation to pay out 90% of the
income earned by the real estate assets each year, and share
the proceeds of any capital gains with investors upon the
liquidation of any such assets.

1

Why do you think REITs will be an attractive investment
option for Sri Lankan investors?
REITs give investors the opportunity to invest in a diversified,
professionally managed real estate portfolio at a very low
entry cost. I believe this is a very attractive proposition to
many Sri Lankan investors.
There are two reasons why people have always liked real
estate. The first is that it is something tangible, and there
is a sense of security and safety people feel investing in
real estate. Secondly, and perhaps more importantly, real
estate provides steady, inflation-protected returns. Fixed
annual interest paid in a fixed deposit becomes less valuable
over time as inflation takes its toll. This is not true of rental
income, which increases in line with inflation over time.
Whilst these are admittedly huge positives, there have also
historically been three big drawbacks with real estate. First,
the entry costs are high-taking any meaningful exposure into
commercial real estate, for example costs billions. Second,
it is not very liquid-it can sometimes take months or years
to sell a property. Third, you need to maintain real estate-it
is anything but hassle free.
REITs can help overcome all three of these drawbacks.
The minimum investment in a REIT will be small-maybe
just a few thousand Rupees. REITs will be listed on the
stock exchange, so it will be possible to buy and sell REIT
investments relatively easily. With effective SEC regulation
and a competent management company running the
REIT, you can also rest easy knowing that the hard work
of maintaining a property portfolio is being done by
professionals.

2

R

Real estate just could
be the last 'living
fossil' among assets
classes. Whilst money
eventually evolved into
instruments like debt and bonds, and
the value of cooperation's into stocks;
real estate had not budged one-inch.
Until now.
Just a month ago, the final green
light on Real Estate Investment Trusts
(REIT) was issued by the Colombo
Stock Exchange, making it a muchawaited reality. Kanishke Mannakkara,
Chief Executive of CAL Investments, an
asset manager with Rs50 billion under
management, believes the introduction
of REITs could upend the real estate
investment landscape as we know it.
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How exactly will a REIT work?
The SEC has will regulate and license REIT managers
who will be authorised to launch REITs. The REIT manager CAL Investments plans to be one - will create a REIT with a
portfolio of real estate held within it, and launch an Initial
Public Offering (IPO) for the REIT on the Colombo Stock
Exchange. Investors will then be able to invest in the REIT.
The REIT will be administered in line with the introductory

3
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memorandum and issue documents presented to investors
during the IPO. The REIT manager will be responsible for
managing the property in the REIT, and all investment decisions
relating to the REIT.
The REIT will generate rental income on an ongoing basis.
The SEC regulations stipulate that at least 90% of the profits
of the REIT must be distributed to investors annually. This will
take the form of an annuity, with stable, inflation protected
returns. If any properties are sold, then a minimum of 90% of
the capital gains arising from such a sale will also be distributed
to investors. If it is a closed ended REIT, all assets of the REIT
will be sold on or before a stipulated date, and all proceeds
distributed to the investors.

What kind of properties will a REIT invest in?
REITs are permitted to invest in any completed, income
generating property. Eventually, the SEC plans to allow REITs
to invest in ‘greenfield sites’ which need to be developed, but
this is not allowed at present. Current regulations, also permit
REITs to invest in infrastructure projects generating regular
returns-like power plants or highways.
Often, a REIT will buy an occupied building from a business,
and continue to have the business stay on as a rent paying tenant.

4

CAPITAL EFFECT

REIT vs. Fixed Desposit returns (An illustration)
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Why would a company agree to

5 something like this? Why go from
owning the building to paying rent
on it?
There are many successful companies who
have a relatively high level of Return On
Investment (ROI) on their core business.
But capital is limited. We know several
companies who have hurdle rates of 20%
or more on new investment projects.
Rental yield on a building doesn’t need
to be anything near that kind of figure.
Unlocking, say, Rs1 billion of value in
a building, and then paying 60 million
per year in rent sounds like a great deal
if your core business can use that Rs1
billion of capital to generate 200 million
in additional profits each year.
What are your hopes for REITs? How
would you like to see this asset class
evolve and grow in the future?
I don’t like using the word ‘revolutionise’
lightly, but I really do feel this is something
that can revolutionise real estate.
First, this will democratize real estate.
No longer will upside be the exclusive
domain of the super rich.
Second, it will professionalise the
market and make it more efficient. All
the unoccupied apartments you see in
high-end developments in Colombo is a
sign of market failure. It does not benefit
the owners, who get no rent, or the
thousands of families looking for hoems
in the city. A professionally managed REIT
would ensure any real estate it owns is
rented out at the highest possible level
of occupancy. This is good for investors,
tenants, and the community at large.
Finally, it will bring a sense of vibrancy
into a very slow-moving industry. Real
estate in Sri Lanka is illiquid, opaque and
difficult to navigate. The introduction
of REITs can kick off a spurt of market
activity as informed, competent market
players start buying and selling or
properties with good title. This is exactly
the kind of thing you need to make a
market-or in this case, fix a broken one.

6
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Hanif Yusoof
Group Chief Executive,
Expolanka Holdings
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EXPOLANKA'S
TRIAL BY
PANDEMIC
On a quest to digitalise global supply chains for
faster growth, the group led by its global logistics
business EFL reported record profits during the
covid-hit June quarter

BY DEVAN DANIEL

B

est known for its global logistics business EFL, listed Expolanka Holdings Plc reported its highest ever
quarterly profit at the height of the worldwide Covid-19 pandemic during the April-June 2020 quarter.
Expolanka's after-tax profits were Rs1.7 billion in the quarter,
up five-fold from a year earlier. Its global logistics business
EFL accounted for 99% of Expolanka's group revenue of Rs36
billion. Net profits of EFL grew 430% to Rs1.9 billion (Group
profits were lower due to losses sustained by other businesses in the group including a tourism-related unit closing Rs72
million in the red due to Covid travel restrictions).
Logically, EFL, and its holding company Expolanka,
should have tanked. EFL has 60 offices employing more than
2,900 people across 23 countries. "Fundamentally, we're in
the business of moving merchandise from one corner of the
world to another," explains Expolanka Group Chief Executive
Hanif Yusoof.
With countries closing borders and going into lockdown
to contain the pandemic, global merchandise trade volumes
fell 22% in the first six months of 2020. A sharp decline which
prompted WTO's Director General Roberto Azevêdo to say
in a June statement: "The fall in global trade volumes we
are now seeing is historically large – in fact, it would be the
steepest on record".
According to a June 2020 report published by the global
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trade rules setter, the WTO, trade indicators for the period paint a horrific picture. Global commercial flights
plunged by three quarters (74%) in January-April (Chart
1). Container volumes at ports declined by levels last
seen during the 2008-9 global financial crisis (Chart 2).
Indices of new export orders fell to historic lows during
the first half of the year. (Chart 3). The supply chain disruptions, business closures, and job losses world over
due to Covid-19 will have a $2-4 trillion economic impact, the Asian Development Bank estimated in April.
EFL which moves merchandise by air, sea and land
should have reported falling volumes painting its books
in red: after all, some of Sri Lanka's larger global firms
in clothing manufacturing, EFL's biggest customers, imposed sharp wage cuts, salary deferments and layoffs in
their thousands to survive the pandemic as global markets went into lockdown. Instead, EFL bucked the trend
and recorded healthy revenue growth its highest quarterly profit in the group's 40-year existence: this was for
the most part due to a surge in global demand for personal protective equipment (PPE).
Globally, manufacturers pivoted to PPE to survive
the demand crunch for other goods. In April, the World
Health Organisation (WHO) estimated that the global
Covid-19 response required over 89 million masks each
month along with 76 million examination gloves and

Global Reach
EFL expanded its global
footprint adding new offices
in Belgium, Denmark and
Taiwan during the year ending March 2020

Financial Performance
EFL's success with PPE related freight has nothing to do
with dumb luck, nor is it about
exploiting a good thing in a
bad situation
1.6 million medical goggles. The WHO urged governments to increase PPE manufacturing by 40% to meet
the growing demand. As manufactures shifted production to exploit the opportunity instead of shuttering, the
boom in PPE related shipments benefitted EFL with revenue growing 64% to Rs35.6 billion.
EFL's success with PPE related freight has nothing
to do with dumb luck, nor is it about exploiting a good
thing in a bad situation.
The company has been building an asset-light expan74 ECHELON.LK SEPTEMBER 2020

Expolanka group's performance
during the 2019/20 financial year

Revenue

Logistics
Investments
Leisure

EBIT

95%
3%
2%

62%
Logistics
Investments 25%
13%
Leisure

LOGISTICS

sion model for years and deepening relationships with cargo
carrying airlines and shipping lines. EFL does not own planes or
ships. "When we invest in a country, we don't buy warehouses
or trucks. We invest in people and technology. This helped us
pivot fast during a crisis. This is why we can grow fast as well,"
Yusoof says.
xpolanka began as an agriculture commodities export
firm in 1978. “I had to ride an old motorbike and spend
hours clearing our goods,” says Yusoof recalling EFL’s
well-known humble origins 40 years ago. Expolanka incorporated a separate freight forwarding business in 1982 to handle

E

shipping for its growing fruits & vegetables and spice
export business.
Freight forwarding is a business booking cargo space
on ships, airlines, rail, or trucks on behalf of exporters
and importers. By consolidating cargo from several
clients, freight forwarders can significantly reduce the
cost of transportation, benefitting small and medium
businesses. Freight forwarders plan routes, negotiating
freight rates and tracking the movement of goods. They
sometimes provide a range of warehousing services like
pick-and-pack, storage and just-in-time loading.
Yusoof and the Kassim brothers, Osman, Sattar,
Shafik and Farook, incorporated Expolanka as a holding
company in 2003, bringing together the diverse businesses each of them leads. When Expolanka Holdings
went public in 2011, the group had interests in agriculture, apparel, pharmaceuticals, food processing, BPO,
recycled paper, tertiary IT education, travel and destination management, airline agencies, freight forwarding,
and making pencils from throw-away twigs.
Beginning in 2014, Yusoof and the Kassim brothers
sold a 67.5% stake in Expolanka Holdings to SG Holdings
Global, Japan, a company specialising in warehousing
and express delivery. Expolanka’s diversification and
global expansion strategy shifted. Former chairman
Osman Kassim cashed in all his shares. His brothers reduced their holdings down to a third and Chief Executive Yusoof halved his shareholding. Since 2013, the
company has divested several businesses that gave low
to negative returns.
"I had to prune myself to grow faster," Yusoof told
Echelon magazine in a 2016 interview. Since then, Expolanka Group exited several businesses or consolidated them. In 2013, the group comprised 42 incorporated
companies. By end-March 2019, the number of incorporated businesses owned by the group fell to 18. The
group is now organised into three pillars: logistics, its
core, with leisure and investments completing the trio.
As EFL grew its network of relationships with global
shipping lines and airlines, it offered freight forwarding services to other firms, including clothing exporters
Brandix and MAS, two of Sri Lanka’s largest companies.
Large global manufacturers and retailers may sometimes own their warehouses and trucking but benefit when someone else manages complex logistics for
them. Because goods enter and exit several countries
on their journey from manufacturer to buyer, freight
forwarders manage the complexity of multiple laws and
jurisdictions, taking on the paperwork from Customs
clearances, bills of lading and cargo insurance.
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Chart 1 : Global commercial flights per day tracked by flightRadar
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Fashion retailers in the US and the UK were soon asking Expolanka Freight to collect all their clothing orders from different
manufacturers around Sri Lanka for timely shipments. As the
group’s capabilities improved, buyers asked if EFL could do the
same in the region.
EFL’s largest clients are global fashion brands including fast
fashion brands Victoria Secret, Gap and Zara, sourcing clothing
from Asia and Africa, where labour is cheap, but the infrastructure is weak. EFL operates in places like Madagascar, Mauritius,
and Kenya, delivering speed-to-market solutions to buyers in the
US and Europe.
Clothing brands need to be nimble to respond to changing

Chart 2 : Global container throughput, January 2007 - June 2020
(Seasonally adjusted index, 2015 = 100)
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fashion trends. Many of them have invested in data
analytics to pre-empt demand and improve processes
to make clothes quickly. Delivering clothes from factory floors to retail stores on time is critical, and this is
EFL’s speciality.
Yusoof saw an opportunity to acquire new customers
in India but setting up operations there was not easy. He
had to understand India’s complex trade regime and figure out how to navigate regulations and documentation
requirements that differed from state to state. EFL had
to find warehouses and trucking companies willing to
work with a small Sri Lankan company.
It took four years for Expolanka to break into the Indian market, which already had enough freight forwarding
firms from small domestic to large multinational operators owning warehouses, trucks, ships, and aircraft. “We
identified a logistical need that businesses anywhere
would appreciate. Speed. So, we developed a solution
and got partners on board to deliver it.”
The company has a reputation for breaking in and
taming difficult markets in South Asia and Africa. “It is
in difficult markets that businesses need efficient services. We went into these markets and got things done,”
Yusoof says.
EFL has a knack for thriving in difficult places. Cross
border trade is the most difficult in the world within nationalist and protectionist South Asia. “India and Pakistan don’t talk to each other. Bangladesh and India do not
talk to each other. But all of them talk to us,” Yusoof says.
After four years of negotiations with Bangladeshi and
Indian trade officials, Expolanka became the first freight
forwarding company to use a single truck to carry finished goods between the two countries.
The group has invested considerable resources to expand EFL's presence in the US, Europe and across Asia
with major fashion brands entering high-value retail
markets in China, Hong Kong, and India. Myanmar, Indonesia, the Philippines, and Vietnam. In the year ending March 2020, EFL entered Belgium, Denmark and Taiwan and will begin operations in Thailand towards the
end of 2020.
"Many people asked me why Taiwan because of the
tensions with China.
But I had a gut feeling about it," Yusoof explained.
"Trade relations have improved, and China is one of Taiwan's largest trading partners. Also, Taiwan is home to
some of the largest tech brands in the world."
he global 'pandemiconiomic' outlook is highly
uncertain for the next two years. The WTO has
forecast two scenarios for 2020: “A relatively op-
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Expolanka's Covid-19 Quarter
Expolanka's after-tax profits were Rs1.7 billion in the June
2020 quarter, up five-fold from a year earlier, and 90% of
the full-year profit of Rs1.9 billion for 2018/19, the highest
annual profit for the last five years. Revenue during the
quarter was Rs36 billion, nearly 35% of the full-year revenue
of Rs103 billion for 2019/20
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timistic scenario in which the volume of world merchandise
trade in 2020 would contract by 13%, and a pessimistic scenario in which trade would fall by 32%,” it said in a June report
(Chart 4).
“As things currently stand, global trade volumes would only
need to grow by 2.5% per quarter for the remainder of the year
to meet the optimistic projection. However, looking ahead to
2021, adverse developments, including a second wave of Covid-19 outbreaks, weaker than expected economic growth, or
widespread recourse to trade restrictions, could see trade expansion fall short of earlier projections,” it said.
EFL did experience a slowdown in regular operations because of the pandemic's impact on global trade. "Businesses
were closing down everywhere and stores where shut and
those still open had plenty of inventory so even when lock-

downs lifted goods still moved at a slow pace," Yusoof
explains.
EFL's longstanding customers in the apparel industry started manufacturing PPEs and the company was
also able to solidify new relationships with a range of
new customers including those who pivoted to PPEs to
exploit the overwhelming global demand. EFL experienced growth in food, pharmaceutical and technology
equipment shipments during this period.
"We made several new relationships with commercial airlines to move our freight and chartered over 125
full flights on account of the airport closures worldwide.
We ensured timely delivery without any disruptions to
the operations of our customers, Yusoof said.
With most sea and airports impacted by lockdowns,
airfreight rates had rocketed with available flights
booked to capacity and passenger airlines converted to
cargo carriers to move PPEs and other essentials. EFL
leveraged existing relationships coupled with dynamic
procurement strategies to secure higher yields.
EFL optimises block-space agreements to ensure
better yields. This allows the firm to maintain margins
by avoiding ad-hoc bookings at substantial costs. There
are two types of block space bookings: soft and hard. In
soft block-space, freight forwarders have the option of
cancelling the booking for a minimal penalty. In hard
block-space bookings, the full rate applies irrespective
of utilization.
With the gradual opening of economies from May,
EFL has seen the return of regular business from its
customers. However, the PPE-led volume burst will be
hard to sustain. "The impressive profitability in the June
quarter will likely be a one-off thing," Yusoof admits.
To grow the business, Yusoof wants to Uberize global
logistics: the group is investing heavily to transform EFL
into a digital technology company in 4PL logistics.

To grow the business,
Yusoof wants to Uberize
global logistics: the group
is investing heavily to
transform EFL into a digital
technology company
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EFL's asset-light model enabled it to expand
as 3PL (third-party logistics). The company is
building digital capabilities to become a 4PL
(fourth-party logistics) company. 4PL handles the
entire supply chain for a retailer while 3PL focuses mainly on the logistics process.
few years ago, Yusoof set up a research
and innovation team based in Colombo
to investigate new technology to manage costs and improve logistics services.
That unit has evolved into a separate company
called ITX360. At the height of the coronavirus
pandemic, the group hired a Chief Digital Officer
and a new Chief Executive to run ITX360. Yusoof
is also keeping a close eye on startups here and
overseas with the potential to improve efficiencies in Expolanka’s freight forwarding business.
Yusoof wants ITX360 to become a technology
service company for the logistics industry while
transforming the group's logistics business.
EFL customers can use smart devices to track
their goods from end-to-end much like tracking
Pickme or Uber food deliveries. They can control
and monitor temperature-sensitive merchandise
at every stage of the journey. Cameras give customers a birds-eye view of their precious cargo
moved on trucks, aircraft, or ships.
"All our global partners adopted our digital
tools thanks to the pandemic, otherwise it would
have taken several years to convert the entire
value chain from North America to Europe and
the far East to a digital platform," Yusoof said.
Digital technology is driving efficiencies at
EFL’s free port fulfilment centre in Colombo. The
company established a 100,000sq. ft warehouse
and fulfilment centre in Colombo 2015 to exclusively serve the apparel industry with value-added services like pick and pack, ratio packing,
finishing, and fixing labels and tags for leading
global fashion brands. They also provide final
inspection facilities. At the time, it was the Expolanka group's largest asset. By 2019, the warehouse sector has expanded to over 500,000sq.ft.
“In warehousing, empty space is the biggest cost. I have a warehouse capacity of over
500,000sq. ft but digital technology is allowing
me to operate as if I have twice that capacity
and this gives me a considerable advantage,"
Yusoof explains.
Real-time gathered data from multiple points

A
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like the time it takes to unload, barcode, label, packed, stored,
and loaded for shipment give significant benefits to EFL and its
customers.
“We know what’s arriving today and how much is moving
out, all from the press of a button,” Yusoof explains. EFL’s large
fashion retail customers do not have to own warehouses. EFL
can do the finishing like sewing labels, barcoding, and packed
and shipped directly to the store of their choice.”
Customers have a real-time view of the available fabric and
threads in different colours and texture, and various labels, buttons and zippers in different shapes and sizes. Data on raw materials allow EFL to cut wastage like cut fabric so customers can
optimise on raw materials storage. With consumers increasingly demanding personalized products, technology gives EFL the
ability to help customers fulfil diverse orders on time.
Standalone software can be expensive, and deployment
can be complex. ITX360 specialises in deploying different sophisticated software systems into a single platform accessible
on a smartphone.
ITX360 has built
capabilities in several
leading global management systems for
warehousing,
freight,
and supply chains like
HighJump and Cargotool, and enterprise
resources planning systems like Oracle. For instance, Cargotool allows
customers to optimize
routes for a single or
multiple pick-ups and
drop-offs, set rules and
monitor the treatment of sensitive cargo, consolidate multiple
orders into single delivery truck and assign jobs based on vehicle size, cost per mile, and availability, integrating these capabilities with other systems along the logistics supply chain is
ITX360's specialisation.
"ITX360 will be a key driver of the business going forward,"
Yusoof explains. "We want to disrupt global logistics. We will
build technology for logistics like what Tesla is doing for cars".
Having perfected the asset-light model to grow its worldwide reach, Yusoof now wants technology to drive EFL's global
expansion faster.
An asset-light model is where a business owns fewer capital
assets compared to the value of operations. This is a popular
model, and characteristic, of most startups, enabling them to
grow faster than traditional businesses.
In logistics, an asset-light model depends on strategic part-
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billion to end
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Chart 3 : New export orders from purchasing managers indices, January 2008 - May 2020
(Index, base = 50)

me to plug-and-play anywhere in the world.
However, my intention is not to plant flags, but
go to where there is the most need for supply
chain solutions".
igital technology can help a business
scale faster but heavy tech investments
weigh on profitability. But Yusoof has
faith in Expolanka's digital strategy.
Stockbroker research teams besotted by Expolanka's diversified model ahead of its 2011 IPO
forecast average annual returns on equity (ROE)
ranging 24-28% in the four years post-listing.
After the IPO it soon became clear that Expolanka's diversified model was unyielding. The
following three years the group let go of several
businesses and realised a profit of Rs730 million. Some of these businesses included several
companies in retail and wholesale distribution,
a BPO (Hello-Corp), destination management,
bakery ingredients retail, commodity, spices
and tea export, plantations, a paper recycling
plant, and a stationery manufacturing unit, and
a private IT campus APIIT. The group lost revenue amounting to more than Rs6 billion in 2015
(10% of group revenue) because these companies were now no longer contributing.
But the benefits of letting these business
units go were immediate. Growth in its core
freight forwarding business offset the losses.
Group revenue fell 1% to Rs53 billion in 2014/15
with the freight business growing 17%.
The group’s ROE continues to lag pre-IPO
forecasts averaging 8% in four years to March
2020. This was due to several reasons, muted
trade growth during the height of the China-US
trade tensions, losses from its travel agency
Classic Travel, legal costs from a dispute with a
competitor in the US, and heavy investments in
digital technology.
When Yusoof diluted his shareholding to
bring in Japan's SG Holdings Global six years
ago, and when he later divested several subsidiaries of the group, he did so to be able to
grow the business faster. And Yusoof is doing
just that: Expolanka's group revenue nearly
doubled (+84%) over the last five years to Rs103
billion to end March 2020. Excluding the legal
costs, Expolanka's net profits would have been
Rs1.9 billion for the year to end March 2020, a
five year high.
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nerships with owners of assets such as warehouses, trucks, aircraft,
and ships. This helps reduce the large capital expenditure needed to
expand. It also removes costs relating to employment, depreciation
and maintaining warehouses and vehicle fleets. EFL has this model,
but now IT360 will give it the dynamism of a startup.
"In the next five years, we will become a strong digital transformation services provider for supply chains," Yusoof said. "I can expand the business faster now. A technology-first strategy will allow

Chart 4 : World merchandise trade volume, 2005Q1 - 2021Q4
(Index, 2015 = 100)
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Transforming Sri Lanka's banking and
payments landscape
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A GREAT
SCORE
Credit scores, used widely, have the
potential to transform an economy. The
CRIB Score introduced by The Credit
Information Bureau of Sri Lanka (CRIB) is
expected to revolutionize our financial
services industry

T

The Credit Information Bureau of Sri Lanka (CRIB) has
been in operation for three decades. Financial institutions
regulated by the Central Bank like, banks, finance companies
and leasing companies routinely obtain credit reports from
the CRIB, to guide their lending decisions and to supplement
their risk management processes.
The CRIB Team is readying an all new, state of the art Credit Bureau
System, enabling significant improvements to the depth and range
of data, range of products and tools, speed of access and processing
currently available to the credit market.
Meanwhile, CRIB has introduced a new product, a credit score,
a number between 250 to 900, indicating the likelihood of repaying
a loan, initially for millions of Sri Lankan individuals and thousands
of local companies that already have a credit record.
Once implemented, the new Credit Bureau System will also enable
the Bureau to collect non-financial (non-traditional) data, which can
augment this basic bureau score, allowing even individuals who have
no credit record to have a score and hence to borrow. A higher credit
score indicates a lower risk attached to the owner of the score or the
borrower
An algorithm crunches the credit score with these inputs, giving
potential lenders a good idea of the risk and creditworthiness of
businesses or individuals who apply for loans. The exact formula
is proprietary, but broadly it is made up of data segments such as
payment history, demographics, and inquiries.
CRIB’s Director, General Manager Nandi Anthony, who is
spearheading the project, discussed what the new credit score will
mean for borrowers, lenders, and the economy at large in this interview.
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of Sri Lanka

The Credit
Information Bureau is
a valuable source of
information that enables
the Macroprudential
Surveillance
Department (MSD) of
the CBSL to assess
plausible systemic
risks emanating
from households and
corporate sectors whilst
closely monitoring their
dynamics"

The Credit Information Bureau (CRIB) has been
around for decades, and its business model of
providing credit histories of potential borrowers
to financial institutions has remained constant. Is
this about to change now?
Anthony: Yes, the CRIB product range has widened
with the introduction of the Credit Score. CRIB has
so far provided lenders with a Credit Report, which
includes all the credit history of a particular borrower,
a person, or a company, so lenders can make informed
lending decisions.
CRIB obtains credit information from regulated
financial institutions like banks, finance companies
and leasing companies to compile this Credit Report.
This report basically provides information on the types
and values of credit facilities or products taken from
respective lending institutions by a borrower, and how
such products have been serviced by that particular
borrower.
A Credit Bureau is vital for any Economy. It helps to
maintain healthy financial system stability. The credit
information provided by the CRIB has significantly
contributed to the maintenance of healthy lending
portfolios and to keep the overall default rates of our
country at around 5%, up until recently.
CRIB needs to stay on par with recent technological
84 ECHELON.LK SEPTEMBER 2020

advances in developed markets. We need to have a
new system that is able to provide even better data
and enable us to introduce new products to stay on
top of the game.
We intend to switch to the new Credit Bureau System
by the end of the first quarter of 2021. This is a complex
task. We have to run both the old and new systems
parallelly first, before we completely migrate to the
new one.
Work on the new Credit Bureau System is now at the
critical User Acceptance Testing (UAT) stage. Besides the
credit score, this new system will also bring in Alerts
that both lenders and borrowers can subscribe to, it
will have Credit Portfolio Analytics and capture NonFinancial Institutions Data. This non-traditional data
such as mobile bill payments, utility bill payments and
insurance payments can augment the present Credit
Score, which is presently formulated using only credit
data.
The new system will also have much higher
processing speed, a much larger storage capacity, backend capabilities, better User Interface (UI) and other
technologically advanced access and security features.
What does a credit score mean? Is it a grade or a
number?
Anthony: The credit score is a number between 250 to
900. Let us say a company or a person has a score of 750
points. That is a very good credit score, which means the
credit risk attached to that person, or the probability of

CHART 1
THE SCORE

CRIB's credit score is a grade associated with a
numerical score between 250 to 900
RISK GRADE
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default to a lending institution on any credit facility, is
very low relative to someone with a lower score.
What makes up this score?
Anthony: The score algorithm takes into consideration
what we call variable segments, and in each of those
segments there will be many, sometimes hundreds of
variables.
To give you an example, one segment is demographics.
Within that segment one variable is age. Loan repayment
history is also a variable segment and the number of
days in arrears is an example for a variable within that
segment.
And then information like the number of credit
facilities that have been granted, credit limits, usage
levels are also included. Variables can be detailed, even
information like how many times lending institutions
check your report is tracked. If a score is being checked
often, that could be a negative towards the score.
The algorithm analyses all these variables and
assigns a score to a person or company. The accuracy
or predictability of a score is measured by an indicator
called the ‘GINI’ which is a percentage.
As a rule of thumb, a GINI of 50% for a basic bureau
score is acceptable, but the CRIB Score carries a very high
GINI of around 70%, mainly due to the high-quality data in
the CRIB database. This GINI can be further improved, once
the score is augmented with Non-Financial Institutions
Data, with the advent of the new Credit Bureau System.
Which segments have high weightage in the score?
Anthony: The repayment history is a key variable segment,
which will obviously carry high weight. It is important
to understand that a credit score is different to a credit
report. A credit score instantly provides a specific and
consistent interpretation of a borrower's probability of
default, by way of a number. A credit report, on the other
hand, has to be analyzed for insights and a judgement
made based on the information.
What other benefits are there in having a credit score?
Anthony: For borrowers, one benefit is faster loan
approvals, because the lender can make a faster decision
with a score. Borrowers can also use the score to negotiate
better credit terms and limits. The lending decision will
also become consistent, it will not vary much from one
credit officer to another and from one institution to
another. Decisions will be consistent, because the score is
derived after a lot of analysis before passing on to a lender.
The score facilitates lending and makes lending

Nisansala
Gamage
Borrower

I intend
to use my
credit score
to negotiate
better limits
with my
bank"

decisions faster, more consistent and the
score can also reduce the need for collateral.
Collateral such as land and buildings are
part of the traditional lending arrangement
and not owning such collateral can be an
impediment to a person or an organization
to access credit markets. But any business or
person can aim to have a good credit score
which can be used as security to borrow.
Your score is also dynamic, so even if it is
not so good currently, it can improve and
become much better later. It is all about
your credit behavior and how committed
you are at maintaining a responsible credit
record leading to a good score.
For lenders, the score will be an integral
part of their credit and risk evaluation
processes. Lenders can simply incorporate
the score with its current evaluation process,
by way of a grid or by merging the CRIB
Score with their internal scores.
I am extremely pleased to say that the
World Bank has informed us that Sri Lanka
will gain additional points on the Ease of
Doing Business Index because of the CRIB
score initiative.
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Ultimately a credit score will make lending
efficient?
Anthony: Yes, a score can certainly make
lending more efficient. Credit scores can
save lenders from significant costs due to
defaults and also reduce transaction and
interest costs of borrowers.
Businesses and people without any
credit history can also gain access to credit
via a credit score, if data pertaining to their
mobile bill payments, utility payments
and insurance payments are also used to
formulate scores.
At launch, obviously you will have access
to all the credit data. What other data will
be included in the credit score?
Anthony: The score at first will consist
entirely of credit data. That is called a ‘basic
bureau score’. To that we will soon add bill
and premium payment data from telcos,
utilities, and insurance.
Our overarching objective is to improve
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financial inclusion, to enable everybody, regardless of their
circumstances, to access credit. This is an enormously important
undertaking. Right now, there are many sections of society and
small businesses excluded from credit. Or they are paying a
high price for it, as the data for efficient credit decision making
is not available.
Who has access to this credit score and the CRIB reports?
Anthony: Any individual or company can access their own CRIB
report or score from the bureau, or through a bank branch or
even online, once they have registered with CRIB.
Also, banks, finance companies and leasing companies
regulated by the Central Bank, who are also referred to as CRIB
members or shareholders, are the only ones who can access
somebody else's credit report or credit score, for purposes
permissible by the CRIB Act. For instance, when an individual
or a company applies for a loan, implied or indirect consent is
given to that particular bank or financial institute to access your
credit records through CRIB.
Where is the new system coming from?
Anthony: CRIB has signed a contract to obtain this new Credit
Bureau System from an internationally reputed Credit Bureau
services provider. The basic credit score engine called IDM was
also an interim solution provided by the same party. The CRIB
team then helped to modify this basic score engine to suit the
market conditions of our country. This international technology
service provider is present in almost 30 countries and is a
leading Credit Bureau Service provider in small and medium
markets around the world. The CRIB team put out a detailed
RFP, and a comprehensive project specification has also been
signed between the two parties. The new Credit Bureau System
is currently in the testing stage.
Our existing credit bureau system has limitations and there
is only limited scope for scaling it. Despite these limitations we
have managed to stabilize and maximize this outdated system,
so far. The current system was designed to generate 5,000 reports
daily. However, some months we manage to generate around
50,000 daily reports.
The new system is not only about scale, it will also have
higher processing speeds. The current system takes a month to
process 10 million records. The new system will do this in a day.
One of the first things the CRIB team set-out to do when
I took this role in 2017 was to stabilize the old system, which
was running far beyond its original design capacity. Due to the
strategic system enhancements that we have since carried out,
the old system is stabilized and manageable and we were able to
plug and use the new score engine on top of our old credit bureau
system. We have also introduced Host-to-Host connectivity
in the old system and are in the process of incorporating a
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basic analytical tool that can produce
new reports and also automate some
important reports that we already provide
to the Central Bank’s macroprudential and
research divisions. We are continuing
to improve the old system, whilst we
parallelly execute the implementation of
the new credit bureau system.
Can financial sector regulators also
benefit from the introduction of a credit
score?
Anthony: Yes, the credit score can be a
fantastic tool for regulators. It can serve
as an early warning system monitoring
regulated financial entities. For an example,
regulators can obtain periodical scores of
the lending portfolios of financial entities
they regulate and if any entity has more
than 40% of its lending portfolio turning to
C grade or lower, then that is an early sign
that the particular entity may be having
trouble. The regulator can then proactively
engage such an entity and nurse it back to
health in a timely manner.

It appears the CRIB plays a crucial role in the economy. But
do you think this is not appreciated or is misunderstood
by borrowers?
Anthony: We are creating awareness about CRIB and
addressing some of the public misconceptions about the
bureau.
Some businesses and people view the CRIB as a policing
authority, or an organisation that runs a blacklist. What people
have to understand is CRIB does not blacklist anybody.
We never tell lending institutions what to do. We simply
provide the information needed for credit decision making. In
any case, this information collected by CRIB is also provided
by the lenders themselves. So, the decision to lend or not is
entirely at the discretion of the lender.
There is no law in the country that compels a lender to
obtain a credit report before granting a loan. There is also no
law that says an institution cannot lend to a business or a
person with a poor credit record. The credit report or the credit
score should not be the only credit evaluation tool and the
lender must be clearly accountable for the lending decision.
In fact, CRIB reports and CRIB Scores do carry disclaimers
to this extent.
If the historical overall defaults rate of the country has
been at around 5%, this means that 95% of the borrowing
public and business entities have obtained and serviced their
credit in a satisfactory and diligent manner. CRIB greases the
wheels of the financial sector and through that, the Economy.
We certainly are not an impediment to borrowing, on the
contrary, we facilitate credit.

Nandi Anthony,
CRIB’s Director,
General Manager
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WEBXPAY:
THE GATEWAY TO
A THRIVING ECONOMY
THIS DIGITAL PAYMENT GATEWAY
COMPANY HAS POSITIONED ITSELF AS
A KEY PLAYER SHAPING SRI LANKA’S
E-COMMERCE LANDSCAPE

Payments gateway solutions company WEBXPAY is
setting out to make digital payments more accessible.
Four years since launching, this startup has recorded over Rs2 billion worth of payments on its platform. Founding Chief Executive Officer, Omar Sahib
explains WEBXPAY's transformational impact on Sri
Lanka's payments environment and how the company is helping businesses large and small realise their
potential.
How was WEBXPAY conceived, what was the
founding vision, and how has the journey been so
far? A total of 35 years of founders’ experience in the
banking and payment industry was key in helping us
realising the biggest hurdle that hopeful online businesses were facing; establishing a payment gateway.
The vision behind WEBXPAY is a simple one; making
payment gateways more accessible, more affordable,
and far less complex to businesses that are looking to
venture online into the eCommerce world. With us,
businesses (from small-time merchants to big businesses) are able to circumvent the heavy initial costs
that are associated with setting up a payment gateway through more traditional means. Our journey has
been a successful one in the mere four years we have
been operating and currently, WEBXPAY is gearing up
to cater to over 50,000 SMEs over the next 5 years and
looking for partners to expand.
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Can you take us through each
of your products and services?
Besides XDirect, our email and
SMS based invoicing platform,
we introduced XSell, which creates link-based payments for social media sellers. This enables
them to integrate a payment link
in their captions, making it simple for customers to purchase
the product they are viewing
without having to navigate to the
main website. This is an example of Conversational Commerce
(cCommerce), where people communicate with the brand before
they buy. XUSD is one of the free
add-ons we have that allows merchants to accept foreign transactions bringing the dollar into the
local economy. The other free addon is XInstallments used to convert online transactions into instalment plans in which the bank
handles the conversion. XRepeater allows you to enter your card
information once to make multiple payments (similar to taxi services) and recurring billing.
What makes WEBXPAY unique?
Value proposition. We have over
13 payment options without XInstallments. If you add all that,
WEBXPAY has between 30-40
payment gateways integrated into the platform. When we
started this platform for SMEs,
we saw big businesses coming
to us because it was easier for
them to manage all their online payments on one platform.
We have over a hundred major
brands with us, and over 1,700
clients altogether. We saw these
big brands coming in because
we offer more payment options
than the competition as we are
connected to multiple banks. Another differentiation we have is

Smartphone as a POS device
The new WEBXPAY XPOS App, through which merchants can generate invoices and the payment links
with a few clicks, allows for a more affordable alternative to POS systems. They have access to their
transactions and the web application. They have
access to XDirect and XSell too. This allows local
merchants to utilise online platforms to accept payments with minimal hassle.

that you can settle with any bank, so you don’t have to
shift accounts to suit your gateway provider. We also don’t
charge merchants unnecessarily; every feature and addon we offer is included at no extra cost because we want
the market to adapt to digital payments.
How do you see your business growing? And what do
you think is the best way to go about increasing awareness on the advantages of digital payments? Prior to
COVID, I thought this model would take a long time to
grow. But COVID forced people to adopt digital payments,
and we can now see the government insisting on employing digital practices. Although certain segments where
we did well in the past have seen major drops in terms of
transactions, it didn’t negatively impact our business but
doubled it. Even in terms of new business acquisitions, it
doubled. However, for this trend to continue, there needs
to be an awareness that digital payments are the safer
option over cash-on-delivery or direct transfer options.
With WEBXPAY, in case of a dispute for a customer, there
are only two parties involved besides us; the customer’s
bank/payment instrument wallet and/or the acquiring
party. Merchants will have entered an agreement abiding
them with certain international rules on service deliveries
allowing a more sound experience for customers.
Creating awareness requires a lot of costs. This is where
it’s good to have competitors, and while they may have
better marketing, this will lead to a more accepting audience. I invite the policymakers, every element of the
government, to promote the fact that digital payments are
safe, a message that needs to come from the Central Bank
too. Digital payments will develop the economy to the
point where more SME money will come into circulation.
There will be a better record of SME finances, which would
come in handy when SMEs want to borrow from banks,
thus improving access to finance.
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Channa de Silva,
General Manager and Chief
Executive Officer of LankaClear

LankaClear:
empowering
consumers
and merchants
Its JCB co-branded national payment card scheme
will transform the economy
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nthemis Group, a global
digital financial services
investment and advisory
firm, in a groundbreaking
research report covering
five major continents found that domestic payment card schemes are good
for local economies and drive significant social benefits.
Many countries prefer to operate domestic payment card schemes which
account for 95% of all transactions,
according to Anthemis' National Payments Scheme Report. It found that
routing domestic card transactions via
a local switch has the potential to lower
costs, create services more suited to local market needs, and minimize significant outflow of foreign exchange.
“We always believed that establishing a National Card Scheme (NCS) in Sri
Lanka was going to bring economic benefits to our country by saving millions
of dollars in foreign exchange and this
research further validates that fact," said
Channa de Silva, General Manager and
Chief Executive Officer of LankaClear.
"This is especially critical considering the current context of our country
where a majority of the foreign exchange
income sources have significantly dried
up due to the Covid-19 pandemic".
International cards charge assessment fees on all transactions despite
less than 5% of cardholders ever travel
outside their countries. This is why domestic card schemes are less costly to
an economy, as low as 25% compared to
international cards, leading to significant economic benefits.
Anthemis also found that most central banks favoured low-cost domestic
payment schemes not only because
they aid economic efficiency; international card schemes tend to be less
transparent about their fees.
The research found that while international card schemes benefitted from
transaction volume growth in a given country, they have increased their
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fees by 4% annually too. To validate this finding,
Anthemis surveyed major domestic banks who
complained about international card schemes for
deliberately increasing fees to impress their shareholders. As a result, central banks, especially in developing countries, are keen to see value retained
locally with a preference for local solutions where
possible, Anthemis found.
Levelling the field
A network business that spans worldwide enjoys
significant economies of scale and can command a
substantial advantage in a smaller market; hence,
it is important to ensure that all players have a fair
chance to compete for business. The Anthemis report found that central banks and domestic payment card companies favoured regulatory intervention to level the playing field.
Central banks in most countries surveyed by
Anthemis said that they wished to see more competition at all levels in the payments market. Commanding market positions and scale enjoyed by international card companies are compelling enough
reasons for intervention to ensure a level-playing
field for domestic cards, they said.
Most central banks also took the view that upfront incentive payments by card schemes to drive
market share away from domestic competitors are
a significant issue and a distortion of the market.
The retail banks surveyed each expressed the
view that they often looked at only short-term incentives and did not foresee the long-term costs.
Most of the deals offered by international card to
lure banks were found to have upfront benefits
which can be initially attractive and used to cover
marketing costs and any revenue shortfalls. Once a
bank swallows the bait, however, there is no way
out. In the end, banks end up with an expensive
international card scheme.
“Sri Lanka launched its National Card Scheme in
June 2019 with the primary objective of significantly reducing the cost of domestic card payments,” de
Silva explained.
Sri Lanka's NCS is operated by LankaClear with
the blessing and guidance from the Central Bank
of Sri Lanka (CBSL). The lower cost structure to operate the scheme results in lower scheme fees and
interchange fees, which are regulated by the CBSL.
“Our promise to banks in Sri Lanka is that even
though interchange fee per transaction earned by

an issuer may be lower, there is a significant trade-off of greater merchant acceptance, thus, resulting in much higher revenue
from increased volumes," de Silva says.
To enable global payments, LankaClear has cobranded the
National Card Scheme with an international payments company,
Japan Credit Bureau (JCB).
“We decided to partner with JCB due to their superior technical capabilities and strong presence in Asia where most of our
people travel to," de Silva said. JCB has issued over 100 million
payment cards and has more than 30 million merchants across
23 countries.
“We have already introduced an innovation into the market
in partnership with JCB, which is the LankaPay-JCB cobranded
2-in1 card. This card is capable of having “debit’ and “stored value” components built into a single chip and allows a customer to
carry only a single card and use it for multiple purposes including as a transport card," de Silva said.
Most local merchants prefer not to accept cards because of
the high commission or Merchant Discount Rate (MDR)
charged by banks on purchases made by international credit
card brands. These fees could
be as high as 3%.
“Many SME merchants are
reluctant to accept card payments in Sri Lanka due to the
high MDR. If they do accept
cards, then they try to pass
that fee to the consumer. The
Central Bank has determined
that the maximum MDR for
LankaPay-JCB co-branded card
payments would be 1%, which
will encourage a significant
number of SMEs to accept our
cards," de Silva said.
This will enable SMEs to solidify relationships with banks
because daily sales revenues get banked rather than remain in
the till. Since they only deal in cash, small businesses remain
outside the formal banking system. However, if they accept domestic card payments, they will start building a credit history
because the money will directly go to their bank account. Within a few months, they will be eligible for credit facilities from
their bank. This will solve a prevalent social problem of accessing
credit.
“We will address this social disparity with the LankaPay-JCB
co-branded payments card network," de Silva said. “The impact
will transform Sri Lanka’s economy”.

Many countries
prefer to operate
domestic payment
card schemes
which account
for 95% of all
transactions
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RAKHILFERNANDO
ON BUSTING
E-COMMERCE
BOTTLENECKS
LESS THAN A PERCENT OF EVERYTHING SOLD, IS SOLD ONLINE.
IF THE BOTTLENECKS PREVENTING MASS ADOPTION CAN BE
BUSTED E-COMMERCE HAS THE POTENTIAL TO TRANSFORM
BUSINESS AND DAILY LIFE
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On the face of it, Sri Lanka is primed for e-commerce success. Internet access is ubiquitous
and affordable, its young are all online and at
least half of those who own a mobile, have a
smartphone.

Nearly half the island’s population and it’s most affluent
live in a concentrated area no more than 60 kilometres from
its capital Colombo, the biggest city. GDP per person now at
$3,900 is near levels that can soon elevate Sri Lanka into the
league of an upper-middle-income country.
But it’s simplistic to assume consumers will rush online
to shop due simply to island-wide internet coverage, rising
household incomes and reliable order fulfilment. These are all
signs the market may be ready for e-commerce, but not proof
that e-commerce businesses can thrive at scale.
Buyers are slowly moving with the idea of significant online
purchases. In the months following the easing of a lockdown
to control the spread of the Covid-19 pandemic, Sri Lanka’s
e-commerce market leader Daraz sold a motorcycle online.
A motorcycle isn’t a typical online purchase. It’s the sort of
product someone would test ride, obtain a lease for, obtain the
vehicle registration, and then ride it home. Daraz Sri Lanka’s
Managing Director Rakhil Fernando says only when people
trust the process will they be comfortable shopping online
regularly, and for significant purchases.
In rich countries, e-commerce firms have taken market
share from organised retail. Bookshops were the first to be
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swallowed up by e-commerce followed by electronics
retail stores. Global e-commerce behemoths - like
Amazon in the western world and Alibaba in China
- have piggybacked on existing logistics, payment
and wholesale infrastructure to build commanding
market positions.
In frontier markets like Sri Lanka people shop
at malls, supermarkets and branded chains; the
so-called organised retail. E-commerce firms like
Daraz aim not just to grab share from organised retail
but beat their own path by attracting new consumers.
“E-commerce is still incredibly nascent in Sri
Lanka,” says Fernando who was appointed to his
position heading Daraz in 2019. He has overseen a
tripling of value of goods sold (gross merchandise
value or GMV) to $28 million in the financial year
that ended in April 2020.
Fernando, who wears distinctive thick black
spectacles and has a casual demeanour, suggests
he aims to lead the business to $100 million value
of goods sold (GMV) in the next year and a half.
“We were looking to hit $75 million this year, but
now I think that may turn out to be more like $50
to $60 million,” he says discounting the impact of
the disruption due to the lockdown to contain the
spread of the Coronavirus in 2020.
At current exchange rates, Daraz’s $100 million
goods sales target (gross merchandise value) would
position the firm alongside electronics, appliance
and furniture retail elites. For comparison, in the
nine months to December 2019 Softlogic’s retail division, which includes the department store Odel and
branded chains selling clothes, electronics and furniture, had revenue of Rs31.4 billion. Softlogic Holdings

Chart 1

Daraz at 100
Daraz compared to listed retail firms. Aug ’20 exchange
rates, Rs Bn

Daraz GMV target in 2021

18.5 billion

Softlogic retail (9 months to Dec ’19)

31.4 billion

Singer Group revenue (19/20)

54.7 billion

Source: Daraz, annual reports
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earns half its revenue at its retail businesses. Listed
Singer Group, which includes appliance manufacture, a finance company and one of the islands
largest white goods and furniture retail chains, had
revenue of Rs54 billion in the year to March 2020.

I

n frontier markets, e-commerce is about far
more than convenience and keen prices. It faces
three challenges. The first, when its successful, e-commerce leads to faster financial development because transactions have to be completed
regardless of a customer having a credit card or not.
However, e-commerce firms, often, must themselves spark this financial development.
Second is the ability of e-commerce firms to
overcome Sri Lanka’s poor infrastructure both for
distributing goods and for online services. And
third is the impact of e-commerce on retail itself.
Importers and producers have a far greater reach
by partnering with e-commerce firms’ established
marketplaces.
Since launching as an online store is 2014, Daraz
has undergone several changes of ownership. The
last of these saw China’s Alibaba Group acquire
the company.
In China, Alibaba is a one app wonder, a destination for everything. People use it for diverse
things like reserve a table at a restaurant, book a
holiday or auction a product.
An app like Alibaba, ubiquitous in China, is
referred to as a “Super-app” a term Rakhil Fernando
is keen to distance Daraz’s Sri Lankan operation
from. “Honestly, I think it makes us sound a bit
predatory,” he cuts in. “I just want Daraz to be a
convenient destination for people. I don't want us
to be the only destination. I have no plans of being
a monopoly in anything,” he muses.
Daraz’s technology superiority is unassailable.
Before the Covid disruption, Fernando and his team
were reading the tech infrastructure and product,
to launch travel services on Daraz.
“We're in such a sweet spot to have financial
security and room to also operate like a startup
and be aggressive. It’s really stellar,” he suggests
in a rare moment of candour during one of his two
interviews with Echelon for this story.
A co-branded credit card, partnering a bank,
with unparalleled value addition, will launch as

planned, he says, although a planned travel product launch
has had to be pushed back.
Launching a co-branded credit card addresses, albeit in a
small way, the first challenge confronting e-commerce adoption,
that the payment infrastructure is weak. Most purchases on
Daraz are paid for by cash at delivery.
In China, Alibaba overcame this challenge. Ant Financial,
part of Alibaba before it was spun off as a separate company,
overcame the mistrust between buyers and sellers with Alipay
which safely held a customer’s money until they had received
the goods. Using the service, consumers now buy stuff online,
transfer money and pay bills.
Fernando agrees that having access to Alibaba’s technology
is an advantage (Ant Financial is an independent company), and
suggests it has the potential to allow Sri Lankans to experience
e-commerce at a level of sophistication that has gone through
15 years, a billion people transacting and proven at that.
Even in India, something similar to what started in China
more than a decade ago is taking place. Paytm, which provides
digital wallets and is itself backed by Ant Financial, has 350m
accounts, more than seven times the number of credit cards
in India.
Fernando suggests that Daraz has no immediate plans to
launch its own digital wallet. However,

Since launching as an online store is 2014,
Daraz has undergone several changes of
ownership. The last of these saw China’s
Alibaba Group acquire the company
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the torrent of information that it now gathers on merchants
and consumers can be the basis for launching more services.
At the end of the day, it's the benefit to the consumer that
matters, he argues.
Sri Lanka is a laggard in the region on cashless payments.
Besides credit and debit cards, consumers don’t widely use
any other product. For e-commerce to take off faster, financial
development is the first bottleneck that needs addressing, so
that people can and will be comfortable with electronic payments for most, if not for all, everyday transactions.

N

ormally logistics, wholesale and payments industries
grow alongside organised retail market development.
E-commerce firms enter the fray to exploit the cost
arbitrage of running a business virtually, freeing them from
the overheads of establishing stores.
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In rich countries, e-commerce relies on
existing payments, logistics and wholesale markets to scale. Shareholders, who
share the business vision, back its relentless
push for market share ahead of profitability.
Amazon is an example of this e-commerce
model, leveraging high quality existing
infrastructure. Amazon also isn’t currently
profitable to the level of its stock market
valuation.
The experience in India for e-commerce
was different. To overcome India’s clogged
roads and ramshackle distribution infrastructure, firms there are taking the expensive route of setting up their own warehouses across the country and investing
in vehicles and distribution infrastructure.
India’s e-commerce companies are focused
on two things; growing the number of customers and increasing sales. So far it has
helped that shareholders of these companies, Flipkart, Snapdeal and Amazon, have
ruthlessly disregarded profits.
Although Sri Lanka’s infrastructure
isn’t as derelict as India’s, the island’s e-commerce
firms face similar challenges. These firms – unable to
count on available infrastructure – are contributing to
developments in logistics, payments, wholesale and
import trade. All over emerging Asia, e-commerce
companies overcome the handicap of derelict supply
chain infrastructure by investing in their own.
This is the second challenge, of building and
encouraging investment in delivery infrastructure.
For Daraz’s Sri Lankan operation, the largest cost is
logistics, according to Fernando. “That’s what eats
up most of the capex and that too upfront.”
Daraz has had to ramp up its logistics capability
quickly in the last year as its daily order count tripled
to 15,000. Around 15 third-party logistics (3PL) firms
handle around 30% of its delivery volume. He says
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the 3PL market is incredibly fragmented and not
geared towards the service levels of e-commerce,
which can involve collecting cash payments upon
delivering the product.
In Colombo’s Grandpas area, Daraz operates a
100,000 square foot warehouse and has three other
buildings totalling 70,000 square feet for sorting
centres. (see chart 2)
Daraz has little inventory of its own. Around 95%
of the products listed online are from third parties,
30% of which are from overseas sellers. Like its parent Alibaba, Daraz runs a marketplace. How this
works is when a product is sold and it’s not in the
warehouse, Daraz has to pick it up from the seller to
be dropped off at a sorting centre. From the sorting
centre, the product is sent to one of its 40 hubs (to be
expanded to 80 hubs by end 2020) for more sorting
before one of 300 riders delivers it to the customer.
Of Daraz’s 850 staff, 500 work on order fulfilment
(delivery and sorting).
“In an ideal world, we would want the entire
logistics business done by third parties and not by us
because we'd rather use the capex we currently invest
in logistics on improving the customer experience.”
A partnership with the post office for product
returns, allowing customers to drop off the package
at the nearest one, is now being finalized. Possible
tie-ups with supermarket chains for delivery hubs
are also being discussed.

Chart 2

Delivery in Numbers
Daraz manages most of its product deliveries, here are the
numbers

Distribution center

100,000 sq ft

Delivery riders

300

Daily orders

15,000

Regional delivery hubs

40

Number of 3PL partners

15

Source: Daraz

Rakhil Fernando points out these strategies: the Indian model of growing sales at
any cost or the US one of piggybacking on
available payments, logistics and wholesale
infrastructure doesn’t work in Sri Lanka.

Customers don’t behave online in a linear or predictable
fashion. So ramping up capacity needs to happen ahead of
demand, even if some capacity is idle some of the time. For
most orders, Daraz adds between Rs200 to Rs300 for delivery
and 95% of packages are delivered within three days. Most
third-party logistics partners are used in the last mile. “It's a
huge balancing act to make sure we commit to them certain
volumes, but they must also commit to high service standards.”
Daraz’s marketplace model means the site already lists over
a million products.
India’s top e-commerce players, who have been on a discounting spree, often subsidize buyers out of their own pockets
to boost the total value of goods sold. E-commerce players in
Sri Lanka don’t have deep enough pockets for such aggressive
land grabbing.
Fernando points out these strategies: the Indian model of
growing sales at any cost or the US one of piggybacking on
available payments, logistics and wholesale infrastructure
doesn’t work in Sri Lanka.
“We're not a business that will grow at any cost, meaning,
we have very specific profitability margins and other targets,”
he says during an interview at Daraz’s main office at Colombo,
which it will soon give up because it has run out of space. Gross
margins at Daraz range between 5% to 40% depending on the
product line and arrangement with the sellers.
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In 2019, a telco Dialog Axiata merged its
e-commerce business wow.lk with Daraz.
The terms of the deal are unknown, however, at the
time of the merger, wow.l was a significant e-com“Right now we choose not to be profitable and invest in
merce player in the Sri Lankan market.
the market instead, because there's so much room to grow.”
Its estimated less than one percent of Sri Lanka’s
retail sales are made online, compared to
about 8% in India, 18% in the U.S. and 28% in
China. (See chart 3)
“The share of retail is tiny compared to the
overall opportunity out there. So, our priority
is to grow and we don't want to distract from
that,” he says. “we’re throwing most of our
financial assets at this opportunity.”

D

araz’s dominant position was a few
years in the making. E-commerce
value of goods sold data is not readily
available. Kapruka.com a Sri Lankan e-com98 ECHELON.LK SEPTEMBER 2020
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cross the economy, business will start feeling
the pressure of e-commerce firms grabbing
market share with lower prices, wider selection of goods and delivery island wide.
Because Daraz and other e-commerce players
are making determined investments to leapfrog the
infrastructure shortfall in the market, the importance of e-commerce will stretch beyond these
individual firms and into the wider economy.
The third impact that e-commerce has is the
one on retail. Importers and producers have a far
greater reach by partnering with e-commerce firms’
established marketplaces. This is called the long
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tail strategy and Daraz can amplify this. Products
that are either low or very high value, ignored by
other virtual stores, can also contribute massively
towards the topline.
Of the listed products around 30% are from marketplace vendors overseas. The rest of the products
sold from Sri Lanka mostly come from large and
small third party vendors including large consumer
goods retailers here like Abans and Softlogic.
Suppliers from overseas pay to list their products
and Daraz collects a commission when they process
a payment on behalf of a seller. When their inventory
is sold the overseas supplier themselves manages
the fulfilment, working with a logistics company
the seller engages.
Daraz expects to work on the long tail of products
by encouraging more products from overseas to be
listed. “So, we're essentially a facilitator, in that we
don't do the clearing at the border of the product
because that's handled by the seller’s logistics company. We only provide the service of a marketplace.
That's it”.

The contest for dominance online and
offline will be frenzied because of the outsized prize of market leadership and the
pivotal position that it would afford in Sri
Lanka’s digital landscape.

R

akhil Fernando started his career in banking in Singapore and later co-founded two
startups in a 14 year stint working there. In
Singapore, where despite the ubiquity of smartphones people use notes and coins for small transactions, Fernando co founded a payments startup
Kashmi for which the founders raised over 1 million
singapore dollars . With a young family, Fernando
was keen to move back to Sri Lanka and accepted
the position at Daraz as it afforded both a startup-like
challenge and stability due to the behemoth backing
the business.
“When I came, I had two challenges. One was to
present ourselves to the market as a truly reliable
experience where people can find what they need
and have it delivered to them on time. The other
aspect of it was, how do we build Daraz as a service.
That's the customer experience side of things.”
Early on, Fernando figured that Daraz cannot
position itself as an entertainment app simply
by delivering its inventory efficiently. It's readying to launch online games on the Daraz app now.
Significantly he suggests partnering service companies, offering experiences like travel which will
endear the brand to its users.

“So, yes a super app, but an app that really encompasses
both commerce, not just of products, but of services too. What
we really want is to position ourselves as an entertainment
application. And then making the customer experience something that is far more than just transactional.”
The contest for dominance online and offline will be frenzied because of the outsized prize of market leadership and
the pivotal position that it would afford in Sri Lanka’s digital
landscape.
If like in the rest of the world Sri Lankan e-commerce
firms can also nudge more consumers online by improving
the payments infrastructure, overcoming the limitations on
logistics infrastructure, and building large enough markets
that include plenty of services, they may succeed in shifting
consumer habits.
Then as more consumers start buying more stuff online,
those who have built the supply chains for smooth order fulfilment at scale will win.
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Hela's founders nearly drove the
company off the edge in their
impatience for topline growth.
After a shakeup, the company is
in better shape than ever, and
on top of Covid-19
BY DEVAN DANIEL
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RESTRUCTURE

H

ela Clothing was completing a tough restructuring when
the global Covid-19 pandemic broke. The shakeup saw the
closure of five factories bringing the total factories operated
by Hela in Sri Lanka down to seven within a year.
The company operates two factories in Africa, in Ethiopia
and Kenya. Hela placed the seven factories in Sri Lanka on double
shifts to absorb all the shop floor workers from the five shuttered
plants. But Hela let go of underperforming executives at manager
level and above across the group.
The tough measures were bearing fruit. After years in the red,
the leadership at Hela engineered a turnaround with a profit of Rs1
billion for the year ending March 2020. By then, Covid-19's global
spread shut down borders across the world as countries went into
lockdown. Hela's seven factories in Sri Lanka, Ethiopia and Kenya
shuttered for most of April. The company differed salaries to conserve
cash but unlike others in the industry, Hela did not layoff staff.
Since normalising operations in May, Hela is on a roll! Hela
Clothing is coming out of the Covid-19 crisis—and an internal crisis
of its own making—faster than anyone expected. Hela is paying
full salaries and paid back the deferred wages. "Whilst we remain
cautiously optimistic, the second half of the year is looking much
better, and we have healthy orders till mid-2021," Hela's Group Chief
Executive Dilanka Jinadasa said.
Revenue in the 2020/21 financial year will exceed Hela's highest
revenue of $193 million it made two years earlier for the 2018/19
financial year, he said. Hela's revenue of $135 million for the first
quarter of the 2020/21 financial year has already reached 70% of
that full year high. While margins will likely tighten, Jinadasa is
confident that Hela will close the financial year in March 2021 with
‘satisfactory’ profits.

C

ovid-19 is forcing businesses large and small world over to
reimagine and reorder themselves, restructure their balance
sheets and renegotiate terms with lenders, suppliers, and
employees. It is not just about surviving this pandemic but
growing a sustainable business.
According to a report filed by Echelon's sister news agency,
EconomyNext, Sri Lanka’s apparel industry expected a $1.5 billion
loss in export earnings in the April-June quarter of 2020 due to
Covid-19.
Markets in North America which accounts for 65% of Sri Lankan
clothing exports, and the EU with 25%, collapsed due to lockdowns
and social distancing to contain the spread of Covid-19. Many
fashion stores shuttered in these markets, letting go of staff in their
thousands. Fashion brands requested clothing manufacturers in
Sri Lanka for steep discounts, to differ delivery or cancel orders.
Brandix and MAS are Sri Lanka's two largest companies. China
going into lockdown hit their supply chains during the early stages
of the pandemic. When China began opening up, Western markets

began to shut down as Covid-19 spread. It was
a perfect storm, everyone in the industry
called it.
With revenue disappearing, larger
firms will eventually face the challenge of
staying above water with 70% of costs being
salaries and wages. Brandix announced pay
cuts as high as 60% for executives with
board members forgoing compensation.
The DailyMirror newspaper said MAS was
planning to shed 4% of its headcount on bleak
revenue prospects post-Covid.
In Sri Lanka, the apparel industry is
without peers accounting for over half of
the country's export income and employing
15% of the workforce. Some of the largest
apparel companies are Sri Lanka's only
global companies. After pioneering lean
manufacturing, they have invested heavily in
R&D and technology to stay ahead in tough
markets.
MAS and Brandix are the largest firms
specialising in up-market clothing. They
accounted for around 60% of Sri Lanka’s
total clothing export earnings of $5 billion in
2018. Being private companies, the revenues
they claim could not be verified. MAS
manufactures clothing for a range of brands
including lingerie for Victoria’s Secret and
sportswear for Nike from over 30 factories
in Sri Lanka, Bangladesh, India, Indonesia,
Jordan, and Vietnam. It claims $1.8 billion in
group revenue annually.
Brandix, with reported annual revenue
of $1.2 billion, also has operations in India,
Bangladesh, and Cambodia. Hirdaramani has
factories in Ethiopia, Bangladesh, and Vietnam.
So, when Covid-19 hit them hard, everyone in
Sri Lanka started to worry in the early days of
the lockdown. A surge in global demand for
personal protective equipment was a lifeline
Sri Lanka's apparel manufacturers grabbed
quickly. This helped them keep their heads
above water, but beyond that, there was little
visibility about clothing demand picking up in
the near term. Clothing manufacturers have
to be leaner, postpone R&D investments and
regain labour competitiveness to survive the
long-drawn pandemic.
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For the leadership at Hela, prospects seem promising.
They had already restructured the business to get out of
a cash crunch. This has helped them recover from the
coronavirus impact much faster than anyone expected. As
at end-August, Hela was finalizing a capital infusion from
a global PE fund valued at a 300% premium.

A

ssigning people to the right roles was a critical
component of Hela's restructuring. The company
appointed Shameen Peiris to head its intimates
cluster and Sanath Amaratunga to head the casual
wear business.
Shameen Peiris started his career at MAS Slimline in
2003. He quickly moved up the ranks becoming Finance
Manager of the Operational Finance Unit and later the
General Manager - Finance for the Shared Service Centre.
In 2015 he was promoted to head Commercial and Logistics
where he was responsible for negotiating rates for trade
lanes for the entire $500 million revenue MAS Intimates
cluster including Bodyline at the central bid. Peiris has a
Master’s in Finance from the University of Colombo and is an
Associate Member of the Chartered Institute of Management
Accountants UK (CIMA), and the Institute of Chartered Ship
Brokers UK (ICS).
Sanath Amaratunga has a career spanning 27 years.
While working at Star Garments, then a leading clothing
manufacturer and exporter in Sri Lanka, he set up the
back-office operations which handled global sourcing and
distribution for one of its leading buyers Jones New York
Intimate. He was instrumental in setting up one of Sri Lanka's
first seamless operations and served as the Chief Operating
Officer at Timex-Wacoal Lingerie, where he set up a bra cup
manufacturing facility and digital fabric printing plant.
Amaratunga had a stint in Hong Kong for Must Garments
overseeing operations in Bahrain and Bangladesh.
Both Peiris and Amaratunga left stable jobs to join Hela,
lured by the opportunity to build Sri Lanka's next global
company from the ground up.
Sri Lanka's larger-than-life Dian Gomes and UK-based
millionaire Dominic McVey hatched an audacious strategy
to transform Hela Clothing which McVey acquired in 2015,
then a dud clothing manufacturing business, into an industry
giant like Brandix and MAS. And they wanted to do this fast.
Echelon published a story on this in May 2016 called
‘Dian’s Daring Partnership’. They set a target to double
revenue in four years to $300 million by 2020. They had
all the ingredients to replicate the successes of MAS and
Brandix, but also to grow much faster. But their plans came
apart at the seams. Hela’s bold plans to boost revenue led to a
drawback. By 2017, it was reporting cash flow constraints that
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LEADERSHIP

The
Director
Board
at Hela
Clothing

A.R. Rasiah
Chairman

Dilanka Jinadasa
Group Cheif Executive

Aroshi Perera
Non-executive
Director

Abdul Azeez
Non-executive
Director

Pradeep Cheruvaari
Non-executive
Director

Ajith Wijesinghe
Non-executive Director

THE NEW
LEADERSHIP
HAVE TURNED
THE BUSINESS
AROUND AND
SURVIVED THE
CORONAVIRUS'
INITIAL
ONSLAUGHT. “IT
WAS A HELLUVA
JOURNEY,
BUT WE CAME
THROUGH
THAT PERFECT
STORM”

RESTRUCTURE

were not budgeted for and many new
business lines haemorrhaging money.
Echelon published a story on this called
'What Happened at Hela' in May 2019.
Peiris followed his mentor Gomes and
joined Hela Clothing in 2015. “Of course,
people asked me if I was risking my
career. We were taking something new
and vulnerable and building something
great, and I wanted to be a part of that,”
Peiris said. “I wanted to prove myself and
become an integral part of Hela’s growth
story”.
Peiris was struck by the Hela’s high
debt position but the company’s potential
for growth allayed any concerns. Hela
had to make considerable investments
on expansion and upgrade factories to
attract high-end brands which will give
Hela better margins. It had borrowed $16
million from listed private bank Hatton
National to finance expansion.
“ Un f o r t u n a t e ly, t h e c a p i t a l
expenditure impacted cashflows because
revenue was not coming as fast as we
had expected,” Peiris said. “This created
some panic across the supply chain and
affected employee confidence.
The early days were also chaotic ones.
Mid to top-level managers had come from
well-established apparel manufacturing
firms like MAS and Brandix. They
came with different backgrounds,
cultures, different management styles
and processes. “There were multiple
structures within Hela. The common
thread holding everyone together
was the knowledge that there was an
opportunity to make a transformational
change in the apparel sector,” Peiris said.
But realignment issues remained a big
problem.
In 2018, Hela quickly developed plans
to restructure the business, consolidate
standards, centralise processes and
realign the culture.
"We had to come out of this crisis
as one organisation rather than have
multiple cultures operating in separate
silos," Amaratunga said.

IN PROFILE

Hela Clothing operated 15 factories before the restructure brought
it down to 9. However, its staff count has increased from 15,000 to
15,250 with most plants working on double shifts.
SRI LANKA

750,000

Production Hours

20M

Units produced

12,000

Employees

7

Factories

KENYA

ETHIOPIA

350,000

100,000

Production Hours

Production Hours

3M

1.5M

Units produced

Units produced

2,500

750

Employees

Employees

1

1

Factories

Factories

REVENUE GROWTH

Hela Clothing
reported it's highest
annual revenue
in the financial
year ending
March 2019. While
revenure dipped
the following year,
Hela made an
impressive $135
million turnover in
the first quarter
of the 2020/21
financial year, a
period marked by
global lockdowns to
contrain Covid-19's
spread.
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THE SECOND TIER

Senior
Managment
at Hela
“Realigning everyone to the same objective is
the most important thing we did. The second was
investing in quality standards and process so that
we can deliver orders on time and exceed customer
expectations,” Amaratunga said.
Hela shuttered five unyielding factories in Sri
Lanka during this period but absorbed the shop floor
workers and machine operators at the remaining
seven plants which operate in double shifts. This is
part of a broader strategy. “We are making ourselves
leaner but expanding capacity at the same time,”
Amaratunga said. Giving up unyielding brands was
another call, a tough call, the company had to make.
“Giving up some of our customers was the hardest
thing we did. It takes years to build a relationship but
we had let go of unyielding brands so we can focus
on building the future,” Amaratunga said.
As finances tightened, a consortium of new
investors agreed to infuse $10 million in two stages.
The first cash call was in November 2018, and the
second in April 2019. The new investors also bought
out Gomes’ 17% stake. The cash infusion retired some
debt and replenished working capital.
The consortium led by Channa Palansuriya,
a former chairman at listed Sampath Bank. His
family once owned a clothing manufacturing
business, Orit Apparel. A. R. Rasiah, former Finance
Director at listed Nestlé Lanka, replaced Gomes as
chairman. Tom Singh, a partner in McVey’s equity
management firm which invested in Hela, increased
his stake, as did Dilanka Jinadasa becoming Group
Chief Executive.
Jinadasa’s family business Foundation Garments
merged with Hela in 2016. With that merger, Dilanka
Jinadasa, who was paid in cash and equity to merge,
entered Hela. He was appointed to the board and
took over executive leadership of Hela Clothing’s
Intimates cluster, supplying top brands like Calvin
Klein, Warnes, Hanes, Tommy Hilfiger, and Soma.
The new leadership have turned the business
around and survived the coronavirus' initial
onslaught. “It was a helluva journey, but we came
through that perfect storm,” Peiris said. Hela today
employs 15,000 people across seven manufacturing
locations in Sri Lanka and one each in Kenya and
Ethiopia. It has design centres in Colombo, New
York, and London. “We closed in on a $200 million
turnover in 2019/20 and planned to reach $225 million
in 2020/21 but then Covid happened,” Peiris said.
Hela's intimates cluster which generates higher
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Sanath Amaratunga
CEO - Hela Casual

Shameen Peiris
CEO - Hela intimates

Rajitha Gunawardena
Director Manufacturing

Viraj Fernando
Director of Marketing
Technical and Supply Chain

Buddhi Paranamana
Director Strategy, Technology
and Digital Innovation

Manique Jayasooriya
Group General Manager Human Resources &
Administration

margins was impacted by fashion store
closures in the US with volumes declining
20-30%. "We expect second-half revenue
to be higher than in the same period a
year earlier," Peiris noted.
Amaratunga has had a more positive
outcome. Hela Casuals experienced an
uptick in volumes as their customers
focused on online sales and captured
some market share for brands retailed at
supermarkets which stayed open during
the early stage lockdowns in Europe and
the US.

Sajeeka De Silva
Director - Design &
Product Innovation

Ajith Delay
Director Quality assurance

Yahan Samarajeewa
Financial Controller
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"

T

WE STILL WANT
TO SHARE HELA'S
SUCCESS AND
WEALTH WITH
A LISTING, BUT
OUR PRIORITY IS
TO FIRST BUILD
A SUSTAINABLE
COMPANY, WITH
A STRATEGIC
APPROACH TO
GROWTH"

o scale quickly, Hela Clothing
acquired eight factories from
Foundation Garments in 2016.
In total, it then had 15 factories.
Hela also established factories in
Kenya and Ethiopia to make use of lowcost labour and duty-free concessions for
exports to around 80% of the world’s retail
markets. All these factories were added in
a couple of years.
Hela Clothing is split into two business
units: Hela Intimates and Hela Casuals.
Apparel manufacturing is a tight-margins
game. Most clothing items like shirts,
jeans, dresses, and children’s wear give
single-digit margins. Margins for segments
like lingerie and sportswear can reach
double digits.
As Hela Casuals began to expand, it
caused a cash flow crunch on the rest
of the group, which was held up by the
Intimates business. When Hela Intimates
started investing in its own expansion, the
group’s bottomline began to shrink. The
cash cow was now struggling. The plants
in Kenya and Ethiopia also experienced
a surge of new orders and clients, but
instead of being a windfall, it turned into
a challenge.

East Africa has some of the best free-trade agreements
in the region, giving Hela duty-free access to Australia,
India, Europe, Canada, Japan, China, and the US. Hela was
enjoying up to 32% duty benefits for a synthetic t-shirt or
undershirt compared to its competition, which is a huge
deal for a global industry operating on tight margins. East
Africa is the last frontier of low-cost manufacturing. Labels
rushed in to enjoy cheaper price points, as traditional hubs
like China and South Asia became expensive.
When labels noticed how well Hela was doing in Kenya
in terms of pricing and quality of finish, they increased
orders. But Kenya too began to struggle. Amaratunga was
tasked with turning the business around which he did
within a year.

I

n 2015, Gomes convinced McVey to allocate a 10%
stake in Hela to be offered to key senior managers. This
was a ploy to attract the best talent from established
companies like Brandix and MAS. The three family
owned companies have all the best talent within the
apparel industry. Over several decades, MAS, Brandix and
Hirdaramani Group have evolved from labour-intensive
clothing manufacturers to highly sophisticated, technology
and innovation-driven apparel companies, investing
heavily on talent. Their top managers are favourite targets
for poaching by apparel companies based in Africa and
Asia. McVey had already expressed intentions to list Hela
on both Colombo's and London's stock exchanges.
Stock options give their holders the right to buy
a specific number of shares at a future date at a price
determined at the time they are awarded, usually the
present value of a share.
Assuming that in 10 years Hela Clothing’s revenue and
hence its valuation is $1 billion, a one percent stake will
be worth $10 million, a windfall for most. Even if a one
percent stake is diluted to a quarter of a percent (0.25%),
on account of an aggressive series of mergers, the stake
will still be worth $2.5 million.
The management at Hela decided to keep the share
options a live and use it to reward team members at
manager level and upwards and give them a stake in the
future success of the company. In 2020, Hela awarded share
options to ten people and hopes to similarly reward high
achievers over the next two years.
The previous management had initially wanted to take
Hela to a $400 million revenue company followed by a
public listing in five years. But Jinadasa has shifted the
goal post. "We still want to share Hela's success and wealth
with a listing, but our priority is to first build a sustainable
company, with a strategic approach to growth".
SEPTEMBER 2020 ECHELON.LK 105

UNION ASSURANCE INTRODUCES EDUCATION PROTECTION
THROUGH SISUMAGA+
“Education Protection is a relatively new concept
in Sri Lanka and Union Assurance is pleased
to be a forerunner in establishing Sisumaga+.
Through a combination of savings and investment, this plan will provide essential support
for children to actively pursue their ambitions
for higher education while providing a buffer
against the continuing escalation in associated
costs. In this way, we are able to guarantee that
your children will have the funds they need to
grow when they need it the most,” Union Assurance Chief Executive Officer, Jude Gomes stated.
Sisumaga+ offers a fund build-up for the
continuous growth of the education fund, an additional 15% Loyalty Benefit paid upon completion of all due premiums of the policy term, and
in the event of a demise of a parent, an immediate payment of 5 times of the basic annual premium and a consistent monthly income to take
care of education expenses up to the maturity of
the policy.
“Especially at a time when Sri Lanka and
the entire world is faced with severe economic
disruptions, many can expect to face difficulties
in establishing savings sufficient to lay a strong
financial foundation for their child’s educational

aspirations. Given the rising costs of everything
from tuition to textbooks, boarding fees and
transport, this can be a source of serious concern for parents and families. Sisumaga+ is a
plan that can directly address these concerns
effectively,” Gomes added.
Union Assurance also pledged support for
SOS Children’s Villages in Nuwara Eliya and Monaragala and also announced the establishment
of five scholarships for students of the Ceylon
Schools for the Deaf & Blind at the event.

EMPLOYERS ENJOY AUTOMATED ETF PAYMENTS THROUGH
DFCC ICONNECT
DFCC iConnect is a fully integrated Payments and Cash Management (PCM) system that
is geared to support all businesses, from large conglomerates to SMEs. This solution
empowers DFCC Bank’s business clients with access to their account transaction information from any location, locally or globally, at their convenience. Taking employer
convenience one step further, DFCC iConnect now enables businesses to perform automatic payment settlements to the Employees' Trust Fund (ETF) Board. This specialised
product is aimed at all corporates’ especially SMEs.
Among the benefits of making ETF payments online is that customers are informed of
formatting errors (character length/invalid entries) immediately. DFCC iConnect allows
customers to either perform a manual bulk upload (through a standard template) or fully
automate the process in line with their HR system, enabling them to discontinue their
current manual process of
issuing a letter to the ETF
Board.
Due
to this automation, DFCC
iConnect customers’ don’t
need to issue
pay-orders in
favour of the
ETF Board, as it
will be a direct
fund transfer.
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HSBC SRI LANKA SETS UP
EXPRESS BANKING CENTRE
AT THE HIPG MARITIME
CENTER

SLIC TOGETHER WITH
MINISTRY OF EDUCATION
LAUNCHED COVID-19
VIDEO GUIDE FOR SCHOOLS

HSBC Sri Lanka
opened its newest
Express Banking
Centre at the Hambantota Maritime
Center adjacent
to the Hambantota International
Port recently. The
Express Banking
Centre
located
in the 12 story Maritime Center lobby, completes the full complement of
representative offices and service providers that will give support to the
multipurpose port in the South of Sri Lanka.
HSBC Sri Lanka and Maldives CEO, Mark Prothero attended the opening ceremony, accompanied by Ray Ren, CEO of Hambantota International
Port Group (HIPG), Yang Zuoyuan, Economic and Commercial Counsellor
of the Chinese Embassy and other HIPG representatives. Local business
partners and HSBC’s senior management and staff were also present.
“With Hambantota International Port Group’s efforts in developing this
economic zone, we believe Hambantota will be an area with significant investment and development over the coming years and HSBC is keen to be
where the growth is. As the leading international bank in the country, we
wish to support the country’s future developments, and to be accessible to
our customers in Hambantota, offering convenient and world-class banking solutions that meet their everyday banking needs. Having operated in
Sri Lanka for 128 years, our presence in Hambantota is a reinforcement of
our service commitment to Sri Lanka.” said Mark Prothero, CEO for HSBC
Sri Lanka and Maldives.

The national insurer Sri Lanka Insurance together with Ministry of
Education launched the Official Video Guide for Schools & Educational
Institutes to help raise awareness on the controlling and prevention of
COVID-19.
The ‘Good Practice For a Healthy Future’ official video guideline
was developed in line with the circular and the guidelines issued by
the Ministry of Education according to the instructions and directions
of the health authorities to ensure that all students, teachers and staff
members contribute towards maintaining a safe school environment.
The official handing over of the video guide took place on 4th August
2020 at the Ministry of Education with the presence of Secretary of the
Ministry of Education Mr N.H.M. Chithrananda, State Secretary Mr Ranjith Chandrasekara, the Directress of Health and Nutrition Ms Renuka
Peiris and SLIC Chairman Mr Jagath Wellawatta.
The CDs containing the video guide has been distributed among the
schools island-wide and the trilingual videos are available to watch on
Sri Lanka Insurance official YouTube channel and Facebook page.
SLIC as the national
insurer has been in the
forefront to assist the
national program in
prevention of spreading COVID-19 and the
contribution towards
the development of the
video guide is another
initiative to safeguard
the school community
of Sri Lanka.

NEW LAND ROVER DEFENDER - AN ICON REIMAGINED FOR
THE 21ST CENTURY UNVEILED BY ACCESS MOTORS
The New Defender will be available in 90 and 110
body designs, with up to six seats in the 90 and
the option of five, six or 5+2 seating in the 110.
The model range comprises Defender, First Edition and top of the range Defender X models, as
well as standard, S, SE, HSE specification packs.
Customers will be able to personalise their vehicle in more ways than any previous Land Rover

with four Accessory Packs - Explorer, Adventure,
Country and Urban.
A choice of advanced petrol and cleaner diesel engines ensure New Defender has the power,
control and efficiency for any environment, while
a Plug-in Hybrid Electric Vehicle (PHEV) powertrain will join the range next year. Customers
can choose from three interior colour schemes

with scope for personalisation, available by mixing these with different interior finish options.
Advanced all-terrain technologies redefine adventure for the 21st century, remaining true to
the pioneering spirit that has been a Land Rover
hallmark for 71 years.
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THE KORANDO
C300. A STEP IN THE
RIGHT DIRECTION?
SsangYong’s newest rendition of the Korando in a 1.6
diesel flavour seems to be its best to date!
BY PRIYANGA SAMARATUNGA

S

sangyong’s Korando is on
its fourth generation now
and, as with most Korean
and Chinese Vehicles, the
latest iteration looks nothing like
the previous models. But hey, I’m
not complaining, the ability to re-invent one’s self every few years to
stay relevant is a talent in itself; just
ask Madonna.
The new Korando, as with most
new mid-size SUVs these days,
follows the trend of a rear-ward
sloping roofline and a low stance.
It has heavily borrowed from its
SsangYong siblings it seems - in particular, the smaller Tivoli - and the
result is a not at all shabby-looking,
well-proportioned beast. Though it
must be said, the rear is a bit messy
and may turn off fans of uncluttered
automotive design.
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Hopping inside of our left hand-driven
demo car (not to worry, all customer cars
will have steering on the correct side),
the interior, dash, in particular, is very
European, with its screens, switches and
knobs all seemingly mounted on to one
imposing wall of acceptable quality plastic. The faux leather seats are accommodating without being too soft. Cabin leg
and headspace is very impressive with
a six-foot rear passenger able to stretch
out while another six-footer occupies the
front, in equal comfort.
Boot space is another plus point; it’s
quite spacious at a class-leading 1248 litres with the rear seats folded, plus hidden compartments underneath the floor.
The flat and wide access to the rear and
a button-operated tailgate deserves mention too. One major complaint is the lack
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of rear a/c vents which can lead to rear occupants being a bit
hot and bothered, at least early in the drive. To be fair, the front
vents do cool the place pretty rapidly. Ventilated front seats
come as standard, as in most models of the previous-gen car and remains a welcome inclusion in our sometimes-unbearable
summer heat.
Annoyingly our test car’s infotainment system was locked
into a Korean-language-only interface, hence our impressions
of it are so-far limited (SLDM cars will have English installed).
From what little we got to work with the 8” touchscreen is very
snappy and responsive, even while scrolling through the graphics-heavy navigation maps (which, due to the lack of a satellite
link, thought it was still in downtown Seoul). Android Auto and
Apple Car Play come as standard.
The instrument cluster too is all-screen, which has a sharp
resolution, and brightly backlit, therefore easy to read even in
broad daylight. The driving position is high and commanding
giving the impression you are in a much more serious off-roader.
Our test car was equipped with an adaptable AWD wheel
drive system, with power going to the rear only when needed.

REINVENTED

Diff-lock and hill descent options are available for when some
mild off-roading takes your fancy. Though we would prefer the
AWD, we suspect the average Lankan buyer will opt for the
front-wheel-drive variant due to the perceived impact on fuel
economy. Our test car in front-wheel only mode with the rears
kicking in for added grip only when desperately needed, held
the road well and it is admittedly enough for pottering about
town and the occasional wander into the outstations. Adding
to the upmarket feel, ambient noise levels were kept very low.
Engine noise is also kept to a subdued whine, quite an achievement for a diesel. If we were to nitpick, we would have preferred
less tyre noise.
The 1.6-litre intercooled-turbo power plant and the 6-speed
gearbox is a revelation for the segment. The peppy diesel had
a lot of grunt at lower revs and had enough left for relatively
rapid progress. The combination was enough to provide almost
European levels of refinement when it came to power delivery. SsangYong has taken the trouble to source a capable AISIN gearbox, the same outfit that makes automatic gearboxes
for small BMWs, VWs, Toyotas Etc., and it has paid off. Upshifts
are smooth and downshifts, though a bit laggy (even in Sport
mode), are achieved with a blip of the throttle. A Paddle-operated manual mode is there for marginally improved driving
engagement, but it doesn’t always obey and is best left alone
except downshifting for overtakes.
Safety-wise, only twin airbags come as standard but is
backed up with lane-assist, a reverse-camera, ABS, ESS (stability control) along with a whole abbreviated alphabet full of kit as
standard on the base car, which helps the Korando differentiate
itself from the Japanese and European alternatives, which are
comparatively barren at the same trim level.
Although Korean cars have been warmly accepted into the fold
of the highly selective Sri Lankan car buyer, SsangYong is yet to

achieve the same levels of brand recognition as its
compatriots - Kia and Hyundai, as previous offerings have been hit or miss. With the new Korando
however, it’s time we took the sometimes oddball
Korean manufacturer very seriously as it offers
good looks, a refined cabin, and bucket-loads of
standard kit at a highly competitive price, particularly for those blessed.

SPECIFICATIONS

Engine
1.6 4cyl turbo-diesel

Power
134bhp

Transmission
6-Speed Automatic

Acceleration
n/a

Fuel Economy
18.1km/l

Price*
Rs11.8 million (Rs7 million
for permit holders)

*Price at time of writing.
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LIGHTS OUT FOR
ELECTRIC TUK-TUKS?
WHEN BUSINESS IS NOT BUSINESS, AND
ANGELS ARE NOT ANGELS
- SOCRATES
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Not that Diogenes had much faith to begin with. For a
start, he wouldn’t trust The Bite and The Man—joint motto
‘I Came, I Saw, I Swindled’—as far as he could throw them.
Add a trigger-happy Sir Crispy, and he had no doubt who
would have been left holding the bag if and when the fraud
squad came calling.
Meanwhile, it’s going to take more than faith to get his
electric tuk-tuk project back on its wheels, even if Basil ‘The
Bolt’ could be persuaded to take up his spanners and continue
where he left off.
Added to which, he would likely have had to go crawling
back to Uncle Testosterone and explain that, no, it wasn’t his
idea to cut him out of the Sir Crispy deal, and could he now
kindly refocus his mind on where they’re going to get the
electric tuk-tuk development money from.
Which would be easier said than done even without the
backlash from coronavirus threatening to turn the global
lights out. And in any event, could Sri Lanka’s faltering power
supplies have coped with the demands of a million electric
three wheelers?
Ah well, nil desperandum, another day another dollar, as
Horace might have said. And as always, business, no matter
how nefarious, is still business (except when it’s not, and
angels are not angels).

ILLUSTRATIONS BY: SAHELI KARUNARATNE

D

iogenes Fernando sighed and mentally totted up his
profit and loss for the past seven days. Profit: zero. Loss:
three weeks of scheming and plotting, two king-sized
bottles of Black Label, and one would-be business angel.
In short, not a good week.
To make matters worse, loan-shark Boris ‘The Bite’ Fernando is
now demanding his overdue interest payments, The Man is refusing
to take his calls, and Basil ‘The Bolt’ Bandāra has downed tools on
their electric tuk-tuk project.
All this because the would-be business angel, Sir Crispin (“call
me Sir Crispy”) Cholmondeley-Featherstonehaugh, Chairman &
CEO of ElectroDynamic Solutions, India & UK, had blown a fuse
over something Diogenes unwittingly said.
But how, thought Diogenes, could he have known that no-one is
supposed to know about Sir Crispy’s wife’s affair with the mayor—
which is, in fact, to Diogenes’ certain knowledge, public knowledge?
Or that his alluding to this amour improper after copious
amounts of Black Label would result in the three of them—himself,
The Bite and The Man—being ordered off the enraged English
knight’s upcountry estate at gunpoint?
They had assembled there to thrash out a business plan by
which Sir Crispy would fund development of the tuk-tuk project.
This should have led to profitable joint sidelines backed by a suitably
anonymous offshore bank account.
The deal would also have cancelled Diogenes’ debt to The Bite,
and considerably raised his standing with The Man, for whom
his fleet of tuk-tuks provides a discreet 24-hour delivery service.
Now, however, instead of this happy state of affairs, Diogenes is
forced to recall the immortal words of Apple’s late great tech high
priest Steve Jobs: “Sometimes life’s going to hit you on the head
with a brick,” but without the codicil: “Don’t lose faith.”

