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Abstract
The competitive advantages of Sri Lanka's garment industry, and how these can lead to 
increased trade with Swedish companies, were examined through a study divided in two main 
parts. The research was carried out with a focus on the labour force and the social aspects of 
CSR. It  was initiated in Sweden, where the goal was to investigate how Swedish companies 
select suppliers and what their requirements are in terms of code of conduct and social 
responsibility. In the following part  of the study we examined the corresponding parts of Sri 
Lanka's garment industry. To identify the competitive advantages and potential problems, we 
conducted a study on three different factories in the country, where the owners, managers and 
workers were interviewed. To further expand the survey results we also interviewed additional 
stakeholders to the industry. In this case a trade union and an organization working in the 
garment industry.

The collected data were analysed using selected parts of Porter's diamond and Carroll's CSR 
pyramid, as well as the Swedish companies' demands on the social aspects of CSR. In order to 
identify these requirements, interviews were conducted with four different people at the 
Swedish companies. We were also given access to documents with their code of conduct. 
Through our analysis we are able to identify the competitive advantages that exist within the 
industry. In addition to that  we are able to identify  the areas of the industry  where problems 
exist today, but where Sri Lanka has the opportunity to strengthen its competitive advantages 
in order to become a more attractive partner for Swedish companies.

Keywords: CSR, Sri Lanka, garment industry, competitive advantages, supplier selection



Sammanfattning
Genom en studie i två delar undersöks konkurrensfördelarna i Sri Lankas textilindustri och 
hur dessa kan leda till en ökad handel med svenska företag. Studien gjordes med ett fokus på 
arbetskraften och de sociala aspekterna av CSR. Den inleddes i Sverige där målet var att 
undersöka hur svenska företag väljer leverantörer och vad de har för krav när det gäller 
uppförandekoder och socialt  ansvarstagande. Därefter undersöktes motsvarande delar i Sri 
Lankas textilindustri. För att identifiera konkurrensfördelar och eventuella problem 
genomförde vi en studie på 3 olika fabriker i landet, där ägare, chefer och arbetare 
intervjuades. För att vidare utöka undersökningsresultatet intervjuades även ytterligare 
intressenter till industrin. I detta fallet en fackförening och en organisation verksam i 
textilbranschen. 

Den insamlade datan analyserades med hjälp av utvalda delar ur Porters diamant och Carrolls 
CSR pyramid, samt de svenska företagens krav på de sociala aspekterna av CSR. För att 
identifiera dessa krav genomfördes intervjuer med 4 olika personer på svenska företag. Vi fick 
även fick ta del av dokument med företagens uppförandekoder. Genom vår analys kan vi 
identifiera de konkurrensfördelar som förekommer i industrin. Utöver det kan vi identifiera de 
områden inom industrin där det idag råder problem, men där Sri Lanka har möjlighet att 
stärka sina konkurrensfördelar för att bli en mer attraktiv samarbetspartner för svenska 
företag.

Nyckelord: CSR, Sri Lanka, textilindustrin, konkurrensfördelar, leverantörsurval 
1.Introduction
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1.Introduction

In the introduction, we review the overall parts of the report. The background is presented 
and leads to a problem discussion. The purpose of the report is presented along with the 
boundaries we needed to do within the area.

1.1 Introduction 

The high competitiveness and the increased access to other countries, has lead to many 
companies decision to produce abroad. These days, global sourcing and supplier selection is 
more than just keeping the product prices down (Kotabe, Mol & Murray, 2009) and 
companies has a number of things they search for in their suppliers. As the interest in 
sustainability grows and the pressure from the society increases, an ethic production becomes 
more necessary  for retailers (Goworek, 2011) and suppliers. Corporate social responsibility, 
CSR, has become an important aspect for any supply  chain in the fashion industry (Van 
Weele, 2012). The thesis aims to see how Sri Lanka’s garment industry stands the 
competitiveness on the Swedish market and how the country can increase their trade with 
Swedish fashion companies, with focus on social responsibility and Sri Lanka’s workforce. 

1.2 Research overview  

The production of textiles and garment has over time become Sri Lanka’s largest industry, 
from an economical point of view. Buyers from well-established brands such as Calvin Klein, 
Victoria’s Secret, Nike, Gap, Next and Ralph Lauren have chosen Sri Lanka for their 
production (Kelegama, 2009). Of all garment and textile exports from the country, ready-
made garments account for almost 95 per cent. The garment industry is Sri Lanka’s largest 
industry for exports since 1986 (Dheerasinghe, 2009), when it surpassed the tea industry as 
the country’s highest foreign exchange earner (Central bank, 2010). In addition, it supports 
the living for over a million people in Sri Lanka (Perera, 2009), which means the garment 
industry contributes the most to Sri Lanka’s economy (Central bank, 2010). 

The meaning of global sourcing is to let actors outside of the own firm, and anywhere in the 
world, perform certain activities on behalf of the company. Such strategy demands detailed 
coordination across countries, between retailer and design, as well as manufacturing and 
marketing. As the importance of manufacturing, marketing and design competencies have 
grown, proprietary  technology  has become less important. The increasing competition on the 
global market has lead to this “power shift” in what equals a competitive advantage. 
Manufacturing and marketing stems from competent human inputs, something that takes time 
and improvement to achieve. It is advantages that are difficult to copy for other companies. 
The global competitiveness and the easier access to other countries is two reasons for many 
firms decision to manufacture abroad. Another reason to produce elsewhere is to gain access 
to knowledge and capability among suppliers (Kotabe, Mol & Murray, 2009). 

Sustainability is becoming increasingly more important within the fashion industry  and for 
fashion retailers, sustainable sourcing is a key issue. This is partly due to pressure from 
consumers, who demands products made under fair conditions (Goworek, 2011). Sustainable 
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issues are mainly  related to social and environmental questions; the amount of clothing 
consumed, the waste of textiles and the conditions of employees (Birtwistle & Moore, 2011). 
Productivity has been a remaining issue within the garment industry worldwide (Abayasekara, 
2013) and implementation of CSR has previously been used to attract  a skilled and reliable 
workforce. Such an implementation has resulted in sustainability  and competitiveness on a 
global market (Perry  & Towers, 2012). According to Abayasekara (2013), productivity among 
the workers should be a priority  for Sri Lanka when trying to survive on a competitive market 
such as EU. 

1.3 Problem discussion 

Sri Lanka is aiming for a garment industry with some of the best suppliers in the world, in 
terms of price, speed and quality, as well as ethical standards. Leaders of the industry aims to 
exceed expectations from customers and society, while also increasing the country’s 
competitiveness on the global market (Kelegama, 2009). Sri Lanka already  has some 
advantages within the garment industry, as they  have a textile industry that  stands the 
competitive market, in terms of capabilities and pricing. The share of the top  five products 
exported from the overall textile industry  is lower than most Asian countries, meaning they 
have the capacity  to produce a lot of different ready-made garments (Kelegama, 2009). Even 
though manufacturing and export of apparel is Sri Lanka’s largest industry  (OEC, 2014) and 
the country  has some competitive advantages, they are still far behind for example China as a 
supplier for Swedish companies (SCB, 2014). 

Asia is the biggest area for apparel production for Swedish companies (SCB, 2014). An 
improved garment industry would make Sri Lanka a more trustworthy supplier and in higher 
grade an option for Swedish buyers. This equals a more effective production, while also 
reducing other issues related to it. Buying activities are considered major business drivers as 
the textile industry becomes more competitive. When a lot of money goes into purchasing, 
efficient and trustworthy relationships with suppliers are decisive for a brand’s financial 
position and competitiveness (Van Weele, 2010). Clothing companies chose their production 
countries carefully and an improved garment industry would limit the risk of purchasing. 
Previous research shows that labour productivity  is an important factor for a Sri Lanka’s 
competitiveness on the global market (Abayasekara, 2013; Ranjith & Widner, 2011). A higher 
productivity  can be achieved through CSR, better working conditions and a respect for human 
rights (Ranjith & Widner, 2011).

Previous studies have been conducted in a numerous Asian countries, both on CSR (Chen, 
Larsson & Mark-Herbert, 2014; Chi, 2011; Srinivasan, 2009) and on competitiveness 
(Watchravesringkan, Karpova, Nelson Hodges & Copeland, 2009). Earlier research made in 
Sri Lanka has covered several areas within the garment industry, such as global challenges, 
industrial development and exports (Kelegama, 2009; Knutsen, 2004; Kelegama, 2005), but 
no study has been conducted within competitiveness and social responsibility. This research 
aim to fill that gap. The research will concentrate on Sri Lanka’s garment industry and their 
competitiveness on the Swedish market. Even though the garment industry is Sri Lanka’s 
biggest source of export, the trade with Swedish companies is limited (SCB, 2014). The main 
focus will be on social responsibility  and Sri Lanka’s workforce, but other aspects of the 
industry that can lead to a competitive advantage will also be addressed.
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1.4 Purpose and research question

The purpose of the research paper is to investigate Sri Lanka’s competitive advantages and 
how those advantages can lead to an increased trade with Swedish fashion brands. Main focus 
will be on investigating social responsibility and Sri Lanka’s workforce within the garment 
industry, as those aspects could make Sri Lanka a more attractive trading partner. The current 
situation will be identified and any shortcomings in those areas will be discussed. In order to 
fulfil our purpose, Porter’s diamond of national advantage (1990) and Carroll’s CSR pyramid 
(1991) will be applied on the research.

Our main purpose and thesis are:
• Which competitive advantages exist in the garment industry in Sri Lanka, in terms of 

workforce and social responsibility?
• How can Sri Lanka increase their competitiveness to become more attractive to 

Swedish companies? 

1.5 Delimitation

All aspects of competitive advantage, according to Porter, have not been addressed in the 
research due to a limited amount of time. Main focus for the research has been on the 
workforce and social aspects of CSR within the industry. Although some other additional and 
relevant issues, such as the government and legislation, have been addressed as well. The 
environmental and economical parts of Carroll’s CSR pyramid have been left out. This was in 
order to write a research as relevant as possible for our purpose. This is yet another reason 
why some aspects of competitive advantage have been left out. 
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2 Theory

This chapter covers our theory. We begin by describing Sri Lanka as suppliers and their trade 
with foreign companies, the strengths and weaknesses the country has as a producer. 
Followed by a description of the role of unions in the country and how any problems in the 
workplace are handled. We also write about the workforce and their social rights. This is 
further discussed by CSR and codes of conduct, which is the Swedish companies' method to 
control their suppliers. Finally, there are two parts covering Carroll's CSR pyramid and 
Porter's Diamond, forming a part of our research model.

2.1 Sri Lanka’s competitiveness as a supplier

According to Porter (1990) prosperity is not inherited, it is created. A nation’s prosperity and 
competitiveness arises from its industries ability to upgrade and innovate. As the competition 
on the global market increases, nations have gained a higher importance. The foundation of 
competition has become more and more about knowledge and thus, the nation has become 
more important as well. Sri Lanka have an established textile industry with fit capabilities and 
pricing that stands the competitive market. As the importance of certain standards regarding 
environment, health and labour grows, compliance with international labour is in favour for 
the country. The country is not as limited as some of their concurrent in their textile 
production. The garment industry  has the ability to produce a lot of different garments. 
Factors that derive from human knowledge, such as manufacturing, are harder to copy  for 
other companies and equals a competitive advantage (Kotabe, Mol & Murray, 2009). Sri 
Lanka's geographical location gives producers the opportunity to produce fabric in larger 
scale, for both Sri Lankan and Indian ready-made garment manufacturers (Kelegama, S. 
2009).

The workers in Sri Lanka’s garment industry are mostly women, which over time have 
received a poor recognition in society  (Hewamanne, 2008). This, combined with working 
conditions and low wages, has resulted in a garment industry where workers not wish to 
continue their factory jobs (Ranjith & Widner, 2011). General working conditions are long 
hours and lack of things such as lunch breaks. Absence of basic working rights like retirement 
benefits, leave and safety are also occurring (Hancock, 2009). As the importance for price 
competitiveness increases, these factors may  become worse. Notable is that low wages not 
necessarily equals success for a supplier, as it may result in low productivity and a less skilled 
working force (Ranjith & Widner, 2011).  

As Sri Lanka’s exports on the international market increases, it is necessary  to improve the 
garment industry’s competitiveness, productivity and job quality  (Ranjith & Widner, 2011). In 
order to achieve a competitive advantage, measures have to be taken to protect the human 
rights in the country (Abayasekara, 2013; Ranjith & Widner, 2011), as well keep the political 
environment stable, which includes law and order. Furthermore, improving job quality is vital. 
For a skilled, long lasting and reliable workforce, it is vital to acknowledge the workers and 
improve the working conditions in the Sri Lankan garment industry (Ranjith & Widner, 2011). 
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2.1.1 GSP status

GSP stands for “Generalised Scheme of Preferences” and is a way for EU to contribute to 
developing countries economic growth. GSP allows exporters in developing countries to pay 
less duty or no duties on two thirds of all product categories, when exporting to EU. The 
arrangements give them a higher access to those markets. The GSP+ is an enhanced version 
that fully removes the tariffs. The GSP+ status is given to countries that implement and work 
after international conventions, concerning environment and good governance, as well as 
human and labour rights (European commission, 2014). 

Since alarming reports occurred regarding Sri Lanka’s increasing violation against human 
rights, the EU has suspended Sri Lanka’s GSP+ status. The EU is Sri Lanka’s biggest  partner 
for exports and according to statistics presented by the Commission, the garment industry 
represents over 55 per cent of the export.  The suspension of the GSP+ status indicates that 
the government failed to live up to several international conventions (Dennison, 2010). In 
order to maintain the GSP+ status, a country needs to follow these obligations. The people 
affected the most by the government's decision not to follow the international conventions, is 
the factory workers.  The withdrawal of the status may  lead to thousands of people losing 
their jobs, which will affect the living standards of many (Ranjith & Widner, 2011). 

2.1.2 Trade unions in Sri Lanka’s garment industry

For an independent trade union to get  recognition in Sri Lankan factories, 40 per cent of the 
labour force needs to become members (ITGLWF, 2011). According to the country’s 
constitution it is a fundamental right for every citizen of Sri Lanka to join a trade union (ILO 
B, 2015), although earlier research suggests that management discourage workers from 
joining a trade union. A global union has reported continuing gaps in the garment industry, 
such as factory workers not being able to freely enter collective bargaining agreements, which 
makes 40 per cent a high target to reach (ITGLWF, 2011). Few garment workers in Sri Lanka 
are employed under International Labour Organization’s, ILO’s, conventions 87 and 98 
(ITGLWF, 2011), concerning freedom of association and the right to organize or join any 
organization of the employees choosing (ILO C & D, 2015). 

A common thing in the garment industry is Employee council, which exists in Export 
Processing Zones. The employee council’s guidelines are based on inputs from employers. An 
employee council usually consist of an amount of workers, who are responsible for the 
employees’ collective bargaining and disputes. Sri Lankan authorities use Employee Councils 
to prevent establishment and implementation of democratic trade unions. Even though the 
guidelines do not meet the criteria of convention 87, the authorities still acknowledge the 
Employee Councils as a form of worker representation (ITGLWF, 2011).

2.2 Supplier selection

The first step  in the process of finding a new supplier is to ensure that the supplier meets the 
company’s criteria on supplier selection. Earlier research shows that one of the most 
important criteria when it comes to supplier selection is the quality of the product or service. 
The other criterion of equal importance is the ability to meet expected delivery (Kim & Boo, 
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2010; Kar & Pani, 2014). However, according to Boo and Kim (2010) the delivery 
requirement is more important when it comes to maintaining a relationship with the supplier. 
When it comes to selecting a supplier quality remains the most important factor (Boo & Kim, 
2010). In addition to this there are several other important criteria to take into account 
concerning supplier selection. This includes price, financial position and technological and 
production capability (Kar & Pani, 2014). Kar and Pani (2014) also noticed an increased 
importance of electronic transaction capability, a criteria that  have not been of equal 
importance earlier (Kar & Pani, 2014). When it comes to maintaining relationship criteria 
such as geographical location and position in the industry is of importance (Kim & Boo, 
2010). 

A company can gain benefits by strategically select their suppliers. This is obtained through 
the increased value for the company, which in turns increase the performance. This happens 
when the sourcing function reaches cooperation with other functions within the company, 
such as marketing, customer service and manufacturing. It is through this support of the 
company's strategies that the performance is improved (Ju, Dyer & Gargeya, 2006).

2.2.1 Demands on Corporate Social Responsibility, CSR

International Labour Organization, ILO, describes corporate social responsibility, CSR, as a 
way for enterprises to acknowledge their values and principles. This applies to their own 
processes as well as in their collaboration with other companies and actors (ILO A, 2015). 
Sustainable sourcing and CSR work is becoming more important within the fashion industry 
(Goworek, 2011). The concept of CSR has increased over the years, due to earlier criticism 
from the society, and today almost  every major multinational company have policies to 
govern their CSR work. The policies include values and guidelines for what the companies 
consider themselves to be responsible for, for their suppliers. But  despite highly developed 
policies and actions to minimize the impact  on the environment and society, companies still 
face criticism regarding working conditions and environmental impact  (Egels-Zandén & 
Bergström, 2013). 

In theory, working with CSR may sound like the ideal situation for factory workers and for 
the entire supply chain. However there are issues with CSR work and social responsibility 
when it  comes to implementation and underlying motives. Cooke and He (2010), whom made 
a study on companies within Asia, argue that companies have a tendency  to take on a business 
like angle when it comes to CSR. This means that the social rights of the workers may be side 
lined, and focus ends up at the market and other stakeholders rather than the wellbeing of the 
company's employees. This is supported by Chen, Larsson and Mark-Herbert (2014), whom 
mean that pressure comes from organizations within the country  and internationally. The 
global and national textile trade, government and NGOs are all examples of external drivers 
of CSR. However, there are also findings that imply that several benefits are obtained through 
CSR work in Asia. The benefits achieved through CSR can be related to a number of 
advantages. These include increased productivity, more satisfied workers and increased 
relationships with investors and stakeholders, as well as reduced costs for the company (Chen, 
Larsson & Mark-Herbert, 2014). CSR standards have been a distinct factor that has attracted 
sought after workers and thus, dealt with issues in recruiting (Perry  & Towers, 2012; 
Abayasekara, 2013). Earlier research suggests that several problems exist in implementation 
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of CSR. These identified problems are caused by a high turnover of educated staff and a 
limited awareness and concern about CSR. Problems are also due to changes in the global 
textile trade, slow brand construction and the implementation of CSR entails costly 
investments (Babiak & Trendafilova, 2011; Noronha, Tou, Cynthia & Guan, 2012).

2.2.1.1 Code of Conduct

Code of conduct is a part of the social aspect of a company's CSR work (Chen, Larsson & 
Mark-Herbert, 2014), a guideline stating the basic values of the company. These values can be 
developed by the company  or organization itself, or by a trade association. The code of 
conduct is used to create a culture within the company that is socially responsible. It is also an 
instrument to control the behaviour and actions of employees (Erwin, 2011). The garment 
industry has long been characterized by poor conditions and exploitation of resources. By 
implementing codes of conduct within the company and with suppliers, companies try  to 
reduce these issues. The purpose is to improve the situation and welfare for the workers 
among the suppliers used by the company, by  supporting workers' rights. As well as reducing 
the superiority the authorities and management can have on their employees (Hoang & Jones, 
2012). 

Implementing codes of conduct can be problematic. A part of the difficulty  arises from the 
expectation that the “agent-principal” relationship should regulate and oversee the 
implementation. This is however not the way  in most cases, as the communication of policies, 
strategies and values instead often is limited by the character of the supply chain. This is 
further complicated because of various accordant interests, which in turn leads to the fact that 
codes are not being followed among the different steps in the chain. Moreover, in order to 
avoid the codes to an even greater extent companies may limit or deny trade union presence at 
the workplace (Hoang & Jones, 2012).

2.3 Carroll’s CSR pyramid 

In 1991, Archie B. Carroll further defined CSR by examining the components of which CSR 
is based on. He suggested that CSR should be framed, in order for people to accept and 
recognize it. The result was demonstrated through a pyramid, consisting of four basic 
components. This pyramid is still highly relevant within CSR work. At the first  stage of the 
pyramid we find economic responsibilities, as economical interests have been fundamental for 
companies throughout the ages. Businesses were created through supply  and demand, and the 
goal has always been to achieve profit. Following this stage is the legal responsibilities, since 
companies are expected to follow the law. Together with the economic responsibilities, these 
are the fundamental principles of the business society. Ethical responsibilities are the next 
step, representing those actions that are not regulated by law, but that the society expects to be 
followed by companies. Meaning the values or norms the society consider fair and morally 
right. The final stage is the philanthropic responsibilities, those actions contributing the 
companies to be good corporate citizens, according to the societal values (Carroll, 1991).
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Figure 1. Carroll’s CSR pyramid (Carroll, 1991)

2.4 Porter’s Diamond of national advantage 

Porter (1990) introduced the Diamond model as a way  to analyse strengths and weaknesses 
that can lead to a competitive advantage or disadvantage, for an industry or a country. The 
model contains four basic elements; factor conditions, demand conditions, firm strategy, 
structure and rivalry and related and supporting industries. These four elements affect  each 
other and are also influenced by two additional factors, which indirectly  affect the mode. 
These are chance and government.

Factor conditions
For a competitive advantage are industrial production factors fundamental, for example 
infrastructure, human resources, capital resources and knowledge resources. When 
considering such factors, both the composition of them and each resource alone need to be 
thought of. These factors can be applied for a specific country or industry (Porter, 1990). 
Porter (1990) argues that competitive factors in production, such as skilled labour, 
infrastructure and capital, are created more than inherited. Such factors increase the 
competitive advantage as they are created from investment and thus, are difficult to imitate. 
These differ from general factors that any  company can acquire, for example unskilled labour 
and raw materials. 

Demand conditions
The demand for services or products on a market requires the industry to consider both the 
quality and the quantity of them. An industry with demanding customers puts pressure on 
companies to continue to improve their products, quality  etc. to retain their competitiveness 
on the market. The higher demands from customers, the higher the pressure (Porter, 1990).
Related and supporting industries
The existence or non-existence of globally  competitive suppliers is a key  factor to consider, as 
well as related and supporting industries. Related and supporting industries can create an 
exchange of knowledge and information, which can lead to a recurring exchange of 
innovations and ideas (Porter, 1990).
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Firm strategy, structure and rivalry
The factors to consider are the national conditions that can affect and determine how 
companies are managed, created and organized. Such factors are important for a company’s 
success. Factors such as domestic rivalry, it’s extent and character, also needs to be 
considered. Direct competition tends to drive firms towards continuously improve its 
innovation and production. Rivalry on the home market is another important thing, as it puts 
pressure on companies to stay  innovative. This is in order to achieve competitiveness (Porter, 
1990). 

Chance events and government
Chance events can be developments that government and firms cannot control. These are 
events that allow new players to enter the market and exploit opportunities, which are created 
out of a reshaped industry  structure. Some examples of such developments are wars, 
unexpected rising of oil prices and innovations. The politics driven by  government can affect 
all of the four basic elements. An industry where ulterior factors of national advantage exists, 
and has been reinforced by actions of the government, indicates successful government 
politics. A government has the ability to increase the chances of achieving competitive 
advantage, but it  cannot create such advantages alone. According to Porter (1990) the role of 
the government is “acting as a catalyst and challenger; it  is to encourage – or even push – 
companies to raise their aspirations and move to higher levels of competitive performance…”. 

Figure 2. Porter’s Diamond model (Porter, 1990)

All the elements above can help create a competitive advantage for firms, industries and 
nations. For an industry or a company to achieve total supremacy on a global market, all 
elements need to exist in a favourable way. The Diamond model can be used to understand the 
prominent placement one nation can have over another in the global competition (Porter, 
1990).
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2.5 Research model 

For our research model we selected the factors of Carroll's pyramid and Porter's diamond that 
we consider relevant to this study. Meaning that we will study ethical guidelines from a social 
perspective, as well as government and factor conditions, together with the requirements and 
compliance of CSR and codes of conduct  in Sri Lanka. This will be analysed to see how well 
these factors cohere with the demands of Swedish companies. We want to examine which 
competitive advantages and problems that exist in Sri Lanka’s garment industry  and how to 
make the country more competitive on the Swedish market.

Figure 3. Research model
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3. Method

We review our choice of method in this section. This includes the method of data collection as 
well as analysis. We have chosen to undertake a case study and collect our data using 
interviews. In this section there is a presentation of our respondents. To get a trustworthy 
study, we write about reliability and what other methods were considered.

3.1 The empiric sources 

To answer our questions and purpose, we collected data from different  respondents and 
reviewed internal company documents. The study was conducted in two main steps; a pre 
study with Swedish companies on supplier selection, followed by  the study  made on site in 
Sri Lanka. The responses of the Swedish companies were used to investigate how well the Sri 
Lankan garment industry  prevails in the requirements. These different sources of information 
were used to gather our data and to obtain a comprehensive analysis. 

Our data was collected through a few key sources of information:

1. Swedish companies on supplier selection, and demands on suppliers in terms of social 
responsibility for the workforce. To further prove the responses obtained through 
interviews, internal documents were reviewed as well. In order to investigate the 
demands on Social responsibility, documents containing code of conducts were 
studied, as they represent a part  of the companies CSR policies concerning social 
responsibility. 

2. Swedish factory owners in Sri Lanka regarding the garment industry in the country. 
These interviews contributed with a dual perspective on the industry since the factory 
owners are accustomed to the Swedish industry as well as the Sri Lankan.

3. Sri Lankan managers view on the current situation in the industry. The managers 
contributed to the study through a long experience in the business and a great 
knowledge obtained through different manager positions. 

4. The workers in the factory and their current working situation, in terms of wages and 
working time. 

5. Other interested parties to the industry. We interviewed one trade union and one 
women's organisation that provided us with a different angle to the problems in the 
industry. 

3.2 Research design

The purpose with the study is to investigate the competitive advantages Sri Lanka has as a 
supplier of garments, with a main focus on the workforce and social responsibility. To answer 
the purpose of this study the data collection was divided into a pre study  and a main study. We 
began our research process with a pre study performed in Sweden. Interviews were conducted 
with Swedish companies, concerning their criteria and demands when it comes to supplier 
selection. Once those interviews had been conducted, the remaining as well as main part of 
the study was performed on-site in Sri Lanka. Our hope is that the overall results can lead to a 
higher competitiveness for Sri Lankan manufacturers on the Swedish market. On that basis, 
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we chose to undertake a case study with different factories on Sri Lanka. In order to get a 
wider perspective we also gathered information from other stakeholders to industry. In this 
case, a women's organisation and a trade union operating in the textile sector in the country. 
This was carried out by on-site interviews with factory owners, managers and workers as well 
as other parties of interest. The findings of those interviews was analysed and then compared 
with the pre study concerning what Swedish companies are looking for in a supplier.

The research design will have a qualitative approach, due to the choice of method. As we are 
conducting a study in Sri Lanka we will find ourselves in the reality we are investigating. This 
means that we collect data and analyse it alternately. In the data collection we are more 
interested in what is being said, rather than in figures and numbers. This is another definition 
of a qualitative research design (Bryman & Bell, 2012). Since the garment industry in Sri 
Lanka forms a distinct area we decided to proceed by conducting a case study. A case study is 
a detailed analysis of a single case. The definition of a case can be a person, an event, a 
company or a location (Bryman & Bell, 2012). In this situation the case is Sri Lanka's 
garment industry. Interviews represent our main source of information. The reason for that 
choice of method was that we wanted our respondents to have the opportunity to add 
information and talk outside the protocol if it proved necessary. Our data collection and 
findings leads to a result, meaning that we have no hypothesis in our study. As we focus on 
one case, the Sri Lankan garment industry, we write according to an inductive approach. This 
means that we cannot generalize the findings and outcome on other cases (Bryman & Bell, 
2012). 

3.3 Data collection

To get as comprehensive results as possible, we interviewed several people connected to the 
industry in various ways. As a number of respondents required to be anonymous, we made the 
decision that all respondents will remain anonymous throughout the text.

To maintain structure and be well prepared, we created interview protocols in advance. It was 
necessary  for the answers to be as authentic as possible, which required the questions to be 
detailed and well thought through. The interviews were semi-structured and the questions did 
differ between managers and personnel as well as the other interested parties, as they had 
different perspectives. We made a protocol for each position to interview, something that 
helped us structure the data and made the report more reliable. The protocol consisted of our 
thesis, what field procedures to follow and an outline for the thesis, apart from the questions. 
(Yin, 2009). All interviews have been semi-structured and according to Bryman & Bell 
(2012), semi-structured interviews are useful when collecting data for a qualitative research. 
Such interviews allowed the respondent to add information that  was not asked about, which 
made the method flexible compared to structured interviews for example. The person 
interviewing were also allowed to add questions during the interview, when desired.
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3.3.1 Selection of respondents

3.3.1.1 Sweden

We contacted a number of companies in Sweden that already have their production with 
suppliers in different Asian countries. Out of the twelve companies contacted, four were 
willing to participate in the study. We wanted to have a broad description regarding supplier 
selection, which meant that we chose companies that differ in size and price range as well as 
product category and target groups. Therefore we chose to proceed with convenience 
sampling by contacting Swedish fashion companies within the city  of Borås. We decided to 
locate companies that could provide us with a wide angle to the needs and requirements when 
it comes to supplier selection. We used google.com to find the respondents and initiated a first 
contact via e-mail. The interviews took place on the respective company's head offices in 
Borås.

Company 1 have their main production in Europe but  they produce in Asia as well, offering 
tailored men clothes. Company 2 have their main production in Asia, but  combines it with 
production in Europe. They sell fast fashion for women. Company 3 focuses on women and 
men’s clothes, which they  sell online mainly to Scandinavia but also to the rest of the world. 
They  offer external brands as well as self-produced products. In this study we chose to focus 
on the department with the own production, since they produce a large part of these products 
in Asia. Company 4 is a internet based company  producing clothes to both women, men and 
children. All companies are placed in Sweden, in the city of Borås. Each company trade with 
countries in Asia, but have no current trade with Sri Lanka.

Apart from interviewing the buying departments at these companies we have also been 
viewing internal documents with the basic “code of conduct”. These show the main points 
that a producer has to agree on to become a supplier, to the different companies. The terms 
stated on the documents can differ slightly  from supplier to supplier, but it shows the most 
basic points that all suppliers have to follow. 

3.3.1.2 Sri Lanka

In Sri Lanka we interviewed factory owners, managers, workers, a trade union and an 
organization involved in women's rights in the garment industry. The respondents were 
interviewed separately at different times where the opportunity  was given. When finding 
respondents a combination of convenience and snowball sampling was used. We got contact 
details to the union and the women’s organization from an artist in Sweden, who had 
reviewed the textile industry in Sri Lanka earlier. We used the Internet to find suppliers in Sri 
Lanka and came in contact with factory 1 through the school website. The company were 
seeking an intern to their production in Sri Lanka and we contacted them through the contact 
ad. Once in Sri Lanka, we used snowball sampling to get  in contact with the two other 
factories. The owner of the factory  1 advised us to contact factory 2 and gave us an email 
address to the owner, by whom we contacted and appointed a time for an interview. Through 
factory 2 we got in contact with one of their suppliers, factory  3. The manager of factory 2 
helped us to arrange an appointment for an interview with factory 3.
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Factories
Two different Swedish based companies, of none we had interviewed before, run two of the 
factories interviewed in Sri Lanka. They have similar business concepts, making custom-
made products. Factory 1, operated by  one of the companies, employs around 30 tailors who 
produce custom-made prom dresses mainly  to the Swedish market. The production can 
therefore be compared with a design studio rather than a factory. Factory 2 is run by the other 
company and produces shirts made to measure. The factory employs around 350 workers, 
meaning that the size of Factory 2 differs from Factory 1. Factory 3 manufacturers cotton 
fabric for trousers, they import weaved raw cotton and refines it. This factory  is 1 of 38 
factories in Sri Lanka, that is owned by  the same Sri Lankan company. The company  is part of 
Sri Lanka's largest exporters of textile products with in total 38.000 employees in Sri Lanka 
and 3 large facilities outside the country with more employees. 

Trade union and women’s centre
Apart from interviewing companies we also interviewed organizations active in the textile 
industry in Sri Lanka. Mainly regarding problems that exist within the garment industry. The 
organization we interviewed is a women's centre, offering support to women working in the 
textile industry. According to the women’s centre founder, the organization was founded along 
with a political strike in the garment industry. The reason for the establishment was to 
strengthen female workers through guidance on how to strike and enlighten them about their 
rights. One way to achieve this is through workshops, where they speak about labour rights, 
gender equality  and the women’s rights in general. The women’s centre project manager 
explains that they also provide publications, which are distributed among the female workers 
in the garment industry. A library has been established for their members to access and the 
centre provides them with legal help, if needed. In addition to the women’s centre, we also 
interviewed a trade union to get an additional perspective on the industry. According to the 
trade union, the union was founded four years after the government created the country's free 
trade zones. This union started under a cover name, trying to enter the “union free” free trade 
zones in that way. The union has always worked unofficially  inside the zones since the very 
beginning, trying to approach and talk to the workers. The trade union explains that there is a 
law saying that the management cannot ignore a union if 40% of the workforce is a member. 
Even though a union can still exist if less than 40% are members, it loses its position to 
bargain. The union established themselves as an official trade union inside the zones in 2000 
and today the organization has over 20.000 members in Sri Lanka.

3.4 Method of analysis

3.4.1 Collection and interpretation of empirical data

The data collection and analysis took place alternately. As we interviewed only a fraction of 
all factories in Sri Lanka, the results cannot be applied to the entire industry. The few 
companies we visited were not representative of the entire business. This also applied to the 
Swedish companies we interviewed in the first part of our study. Since a convenience 
sampling method was used this further limits the generalization to other cases. The reason for 
that is that  we do not know if the sample represents the entire business (Bryman & Bell, 
2012). The interviews and observations took place on-site, at  the companies and factories we 
visited. We recorded all the interviews. This facilitated our writing processes as the 
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information was available after the interviews as well. However it  remained important to 
interpret the language and body language, to understand what was really  being said. We also 
had to take into account that we spoke different native languages, as these may influence 
responses. When analysing data this was taken in consideration. 
	

3.4.2 Alternative methods

We chose to interview all of the respondents used for the data collection in this study. 
However, we had to have a backup plan if this were to fail. Alternative methods that also were 
considered concerning the Swedish companies were to conduct a survey. We would have sent 
out a survey  with different criteria of supplier selection that the companies would respond to. 
The survey would include a number of set responses where the respondent had to rank the 
factors by importance concerning the choice of supplier. The reason not to choose this method 
was that we required deeper information from our respondents, as well as a lack of time as we 
would have to question a larger number of companies. As for the factories in Sri Lanka we 
considered semi-structured observations, to observe and compare the factories with the 
requirements of the Swedish companies. However this choice was also removed. 
Observations had not given us enough information to understand the complexity  of the 
industry. It would also have resulted in a lack of diversity  when it comes to our findings, as 
we would not have as many angles to the industry as we had when choosing interviews. 

3.4.3 Trustworthiness

Our main reason for choosing semi-structured interviews was that  we could add questions 
during the interview, as well as receive a lot more information from the respondent than we 
would with some other methods. This made it even more important to have well written 
questions that decrease the risk of misinterpreting. It is inevitable that the respondents will 
have different perspectives, so to achieve a reliable analysis we needed to decrease the risk of 
misinterpreting the questions. By interviewing factory  owners and managers as well as 
factory workers, the research papers reliability will increase. When opportunity was given we 
interviewed the different persons separately on different occasions, so that they  would be 
unable to influence each other's responses. The reason for interviewing respondents with 
different roles is that they might have had different perspectives on the industry. In order to 
avoid influencing the respondents during the interviews, we behaved as objective as possible. 
The questions were neutral as well, to achieve non-affected and valid responses. As with all 
interviews, we had to be critical when analysing the results. It is unlikely that a manager will 
share the faults of the industry with us, but as long as we were aware of that we can still 
achieve reliability.
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4 Findings

This chapter presents the results of our study. Beginning by describing the Swedish 
companies' supplier selection along with demands on suppliers, in terms of CSR and the 
social aspect. Then follows the results from our interviews and observations in Sri Lanka. 
Where we discuss how the industry works in general and the existing problems. We also 
examine the perspective of other interested parties to the business, as well as the competitive 
advantage that Sri Lanka has over other countries.

4.1 Swedish companies

Four Swedish companies were interviewed for the study. Each company differ size, product 
category and type of company. All companies are placed in Sweden, in the city  of Borås. The 
companies are hereinafter referred to as Company 1, 2, 3 and 4 as described below.

• Company 1: The interview was conducted with the sourcing manager of the company. 
This company has their primarily  trade with factories in Europe. The production in 
Asia concerns a part of the collection that can be planned for well in advance. 

• Company 2: The company has an on going trade with several suppliers in different 
Asian countries. The interview took place with a sourcing manager from the head 
office in Borås. 

• Company 3: This company has suppliers in several countries in Asia. We interviewed 
a sourcing manager working with the company’s own produced garments. 

• Company 4: The interviewed person from Company 4 is a sourcing manager working 
on the buying department. This company  has on going trade with several Asian 
countries. 

4.1.1 Supplier selection

The study initiated before departure shows what Swedish companies’ preferences is, when it 
comes to supplier selection. One of the first steps when looking for new suppliers is to find 
countries that know how to produce that sort of garment. When sourcing for materials and 
factories able to produce their garments, the companies interviewed knows what qualities 
specific markets tend to produce. If a company were to add cashmere to their assortment  as an 
example, they need to find out which countries and suppliers that have knowledge about the 
material. They  would not choose a supplier if the country was not known for having a lot of 
experience with the product being made, no matter the production cost. 

When searching for new suppliers, knowledge about the product being made is crucial for 
company 1. They specialize in tailored clothes for men and as a result, they do not 
compromise with quality. This is a way  of maintaining their reputation as a high quality 
brand. The company have chosen to produce most of their items in Europe, in order to 
maintain a higher control over the production. There are a limited amount of factories in 
Europe that produces high quality tailoring and knowing who they are, facilitates the supplier 
selection. The company often work with the same suppliers and prefer long-term relationships 
and as a result, they are very thorough when searching for suppliers. Company 2 agrees that 
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long-term relationships are important. The company  have a long-term relationship with an 
amount of suppliers and these relationships represent around 90-95 per cent of their supply 
base. To achieve competitiveness among suppliers and pressure them to continuously 
improve, the company tend to continuously source for other suppliers as well. The remaining 
5-10 per cent of the supplier base are more exchangeable. Competitiveness on the market, 
achieving lower costs and maintaining the marginal are all reasons to search for new 
suppliers. Each company interviewed explains that another reason to look for suppliers might 
be a new garment in the assortment, if the existing suppliers have little knowledge about that 
sort of product. 

Company 3 design a small part of their collections at the office in Sweden, but since the 
company produces around 3000 products each year under their own brand, factories design 
most products. This is arranged differently  depending on the factory’s design facilities. A way 
for the company is to pick pre-designed clothes from the range of clothes offered by  the 
factory’s own design department. It is also possible to send an inspiration picture to the 
factory together with an explanation of small changes for example, and let  the factory make 
the design. Meaning that the design possibilities of the suppliers are essential for this 
company when it comes to supplier selection. However, other requirements also need to be 
satisfied for cooperation to be initiated, in addition to design possibilities.

Apart from knowledge about the product, several things are vital when companies are looking 
for suppliers. Price in relation to quality is a major aspect for all companies interviewed. But 
there are many aspects that matter when a supplier is selected. Factors such as lead times, 
communication, terms of payment, transport and design capabilities are other important 
elements that are taken into consideration. For company  2, the size of the supplier was an 
important factor as well, as it  has to suit the company. If the supplier has too big production 
capacity it might lead to the order being side lined. On the contrary, if the supplier is too 
small, they might not have the capacity to produce the order. As they  offer fashion in a lower 
price range, the cost for production needs to be monitored, which is easier when the supplier 
fits the company in terms of size. CSR is another factor that all companies mentions as an 
important part of the supplier selection. Businesses use their code of conducts to control the 
suppliers, so that they meet the criteria for CSR and sustainability. For a partnership to be 
initiated, the suppliers have to comply with all of these factors. 

The production country is important when looking for suppliers. Certain macro environment 
factors are taken into consideration, for example political risks, infrastructure and 
transportation. A change in the political environment may also be a reason to change 
production country  and thus, having to search for another supplier. The distance to the 
supplier as well as the distance between the production countries is another factor. It is 
important to look at the bigger picture when choosing a country for your production. While 
production in the Far East might be cheaper, it is also a larger risk for European companies to 
produce there. The lead times and the transportation are longer, and a company have less 
control and longer distance to its supplier. Company 4 argues the importance of having 
production in different  countries, to spread the risk if something would to occur. Company  3 
on the contrary, claims that there is an advantage of having your suppliers in the same 
country, because of already existing logistics agreements regarding transportation solutions. 
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When selecting suppliers, the increased risk of longer distance needs to be weighed against 
the benefit of a cheaper price. The results of the findings indicate that only an increased 
production cost would not  be reason enough to leave a supplier. Since it takes both time and 
effort to build a partnership, it would be too expensive to leave a supplier for that reason 
alone. Instead of doing so, the production share in that country would be lowered. Another 
reason for such a solution is that prices keeps shifting. The production cost in a country might 
increase today, but it could also be back to its earlier price in a shorter amount of time. The 
production cost alone may not be reason enough to change suppliers, but increasing costs 
definitely has a major part in the decision to move the production. Wages for the workers in a 
high extent controls that cost. 

4.1.2 CSR

Each company stresses how important CSR is, as a part of their sourcing strategy. Code of 
conduct, social issues and environmental issues are brought up  as examples of that. It  is 
important that the suppliers fulfil the demands each company  have, from a CSR point of view. 
The findings reveal that none of the companies would go into collaboration with a supplier 
that does not live up to their demands on sustainability. Social issues are critical when 
working with suppliers and a large part of each company’s code of conduct. Included in social 
issues is the working environment, among other things. When visiting factories for buying 
related issues, as well as with the aim to find new suppliers, the companies tend to pay 
attention to the environment. The working environment includes such things as washrooms, 
lightning and room temperature. Another thing to look for among suppliers, are the other 
brands manufacturing there. Company 1 explains that larger brands and well-known 
companies indicate fair conditions. Such companies tend to have high demands on their 
suppliers and apart from that, it usually means that the supplier knows the product very well.

Further more the findings reveals that from a social perspective, code of conduct is the most 
important part of a company's CSR work. Even so, other sustainability related criteria could 
affect the supplier selection as well. A supplier and a retailer are usually formed by each other 
and if a certain desire is not fulfilled, they might offer the supplier a chance to correct that. 

4.1.2.1 Code of conduct

The Swedish companies interviewed have certain demands on their suppliers, which are 
summarized by each company in a code of conduct. When observing these documents we 
found that many of the paragraphs are similar to each other, irrespective of which company 
standing behind the document. When going into collaboration with a supplier, code of 
conducts is an important aspect. The idea behind the code of conduct is the same for all 
companies. It’s an agreement between the company and its suppliers, to make sure the 
production is performed in an ethical and responsible way. The agreements are based on 
certain criteria concerning CSR and sustainability, which a supplier needs to meet before 
being considered for collaboration. All companies agree that  a supplier that does not  follow 
the company’s policies would never be considered for a partnership. Company  3 explains that 
they  would never make an order without first having the supplier sign a contract, stating terms 
of payment, demands on quality as well as other aspects that needs to be fulfilled. This 
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contract also contains the code of conduct, which states the right to form trade unions, safety, 
health and working hours regulations and so on.

All companies interviewed are opposed to child labour among their suppliers, meaning that’s 
a part of their code of conduct. They agree on ILO’s limit age limit for child labour, which is 
15, unless the local legalization has established an age limit higher than that. Company 3 and 
company 4 specify  a demand not to interfere with a child’s compulsory education. Freedom of 
association, which is every  worker’s right to enter any kind of union or organization related to 
the industry, are also part of each company’s code of conduct. No discrimination concerning 
gender, ethnic, sexual orientation, religion or political opinion is allowed among suppliers. 
Each code of conduct has thorough regulations concerning working hours, as well as wages 
and benefits. By  complying with it, the suppliers abide themselves to follow the production 
country’s laws for working hours per week or a maximum of 60 hours including overtime, 
whichever is the lesser alternative. All companies agree that the workers shall have at least 
one day off in a week and overtime should be voluntary. Suppliers must follow the local laws 
for wages, such as the amount of payment, benefits and overtime compensation. The smallest 
amount allowed is the minimum age set  by  local legislation or the prevailing wage of the 
industry, whichever is lesser. The wages must mirror the worker’s knowledge, experience and 
performance. Wages shall also be paid regularly, on time. It is important that a wage cover the 
basic needs of the worker and its family. 

Each company interviewed have their way of controlling their suppliers, to see that they 
follow the principles stated in the code of conduct. Company 2 explains that for the countries 
where they have production offices, they visit  their suppliers each week. For other countries 
personnel from the Swedish head office perform visits at least once a month. In addition to 
that they are members of BCI, an organization that among other things inspects working 
conditions at factories. Company 1 visit their suppliers in the Far East  around 3-4 times a 
year. Most of their production is in Europe though and according to them, code of conduct is 
not as important there. In Europe, suppliers tend to have better conditions to begin with. They 
stress that since they are a smaller company, they have limited resources to follow up on their 
suppliers. Company 1 and company 2 visit a supplier before going into a partnership, to make 
sure the supplier meet their criteria. The other two companies aims to make factory visits 
before purchasing from new suppliers, but the current situation does not  allow space for it, in 
terms of time pressure. They are trying to visit as many factories as possible, but they do not 
visit all of them.

4.2 Sri Lankan companies and stakeholders

The garment industry  in Sri Lanka is one of the country's main export sources. We 
interviewed factory owners, managers, workers and other stakeholders to the industry. With 
these we investigated what the industry  looks like, what problems there are and what 
competitive advantage Sri Lanka has over other countries, in terms of CSR matters. 

• Factory  1: The factory owner and the manager who worked in the factory were 
interviewed at two different occasions. On neutral ground as well as inside the factory.
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• Factory  2: Four persons connected to this factory were interviewed. The owner and the 
manager were interviewed together in the office building next to the factory as well as 
inside the factory itself. The workers were interviewed in the factory while working. 

• Factory 3: We interviewed the factory manager inside the factory.
• Trade union: The director of the trade union was interviewed.
• Women's centre: We interviewed two women whom a third served as an interpreter 

when needed. 

4.2.1 Sri Lanka’s garment industry

Common working hours in Sri Lanka is 9-10 hours including overtime on Monday to Friday, 
while Saturday is half day and Sundays are free. According to the factory owners this applies 
during peak season, although the workers state that peak season is during most days of the 
year. A normal workday however is 8 hours and each worker can be employed 60 hours 
overtime per month according to legislation. Factory 3 works differently  due to 12-hour shifts 
that need to be covered up. The employees work for two days, followed by two nights and 
then two days off before the 6-day period repeats itself. The employees at this factory  work 
maximum overtime, although they  have more days off than other workers. All factories 
interviewed allow their workers lunch breaks, which usually last from half an hour up to one 
hour, depending on factory. In addition, the workers have 15-minute breaks each morning and 
afternoon. 

The manager of factory 1 has earlier experience from both Bangladesh and Hong Kong. He 
claims that the garment industry in Sri Lanka has better working conditions than Bangladesh, 
a country  that also pays their workers less. The founder of the same factory  explains that the 
reason for choosing to produce in Sri Lanka was the knowledge within the industry, especially 
about tailor made clothing. In addition to that, most people speak English and the country is 
an established vacation spot. In line with what the factory manager said, he believes that Sri 
Lanka is better at CSR than for example Bangladesh.

4.2.1.1 Workforce and Labour cost

The biggest problem with the Sri Lankan garment industry is the low wages, according to the 
trade union and the both interviewed persons from the women's organisation. 78 USD, 10.400 
Sri Lankan Rupees, per month minimum wage is not sufficient. The women’s centre explains 
that because of this, workers feel as if they have to work overtime, in order to earn enough 
money  for a livelihood. In addition to this many of the workers supports their families and 
therefore have to work as much as possible to earn enough money. Factory 1 explains that 
younger women in their twenties works in order to save money, before getting married. As a 
result they are eager to work as much as possible and some of them chose to work up to 12 
hours a day including overtime, which is the maximum amount of hours according to 
legislation. This can be compared to women whom have been in the business a longer time 
and who chose not to work overtime. According to the trade union, factories have legal right 
to employ their workers to 60 hours overtime each month and if the employees refuse to work 
overtime, they  can get fired in extreme cases. Employees can earn about 13,000 to 14,000 Sri 
Lankan Rupees, with overtime compensation, according to the trade union. 
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In addition to the overtime compensation, many factories use bonus systems in order to get 
their employees to work longer and more effective. In order to receive the full attendant bonus 
employees need to work overtime, come to work in time and work every workday of the 
month, Monday to Saturday. This is problematic because according to legislation, workers 
have right to 14 days annual leave. The trade union explains that if the workers take a day off 
in a month, they will lose part of their bonus and as a result, many workers choses not to take 
vacation. Factory 1 explains that if something was to happen and an employee would request 
additional days off, it would be handled as leave in advance and be unpaid. If such a scenario 
were to occur on a regular basis, the worker would lose some of the bonus, as it would be 
more difficult for the factory to manage the production. The trade union explains that here is 
also an incentive bonus system. The basic salary is paid per hours worked, but  this bonus 
system is a target system, mostly based on pieces made. The target on how many pieces to 
make are fixed by  the factory and when the employees reach the target, they get the bonus. 
However, as soon as they start reaching the target the number of pieces to produce increases. 
Factory  2 gives this bonus to those who are extra skilful, while factory  3 bases the incentive 
bonus on quality. Factory 3 has a fixed level where 98% of the quality requirements have to 
be fulfilled for the full bonus to be paid. When that target is reached the bonus is nearly one 
month extra salary. This system helps the company to be confident that the products 
manufactured and sent is consistent with the customers' quality  requirements. According to 
the trade union, the problem with bonus systems is that workers become stressed, especially 
in the case where bonus is paid per pieces made. Even though the workers are entitled breaks 
for lunch and tea, it happens that they  choose not to take them, in order to reach their target. 
Workers who have not reached their goal but still want the bonus, is offered to work overtime 
without compensation.  

All factories interviewed explain that they apply  bonus systems for workers to receive a 
higher wage. Factory  1 mentions arriving in time and performance as things that earns their 
employees a bonus. The minimum wage is 15,000 Rs per month while the average wage, 
including overtime compensation, is between 25,000 and 50,000 Rs, based on the amount of 
experience the employee has. One of the interviewed workers inform that her basic salary is 
12,100 Rs. Although with bonuses and overtime compensation she usually receives 29,500 
Rs. The other interviewed worker, a male cutter and team leader, earns a little more. His 
average wage, including bonus and overtime, is 31,000 Rs. The minimum wage at  factory 3 is 
17,000 Rs. Factory 1 applies a higher minimum wage than stated by the law and the reason 
for that is that special made garments require more knowledge. An experienced and educated 
worker receives a higher wage. The garments produced in the factory are time consuming to 
produce and a bit more expensive for the final customer, which also lead to higher wages. It 
usually  takes up to four days to complete a garment and in case it has specific measurements, 
an extra day will be added for patternmaking. A working day  at factory  1 is eight hours 
excluding lunch, from 08 a.m to 05 p.m, but during peak seasons overtime usually adds 
around one and a half hour. Around 60 per cent of the final payment is basic salary, while the 
remaining 40 per cent is overtime compensation and bonuses.

All interviewed factories agree that the majority of the workforce in the garment industry 
consists of women, although men are more common in higher positions such as managers and 
supervisors. When factory 1 and factory 3 searched for employees to such positions, they 
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hoped for diversity among the genders but no women applied. The founder of factory 1 
explains that such is the country and its culture. All employees, except for the managers, were 
female at factory 1. The age among the factory workers differ from 18 and up to 50 and 
onwards. As factory  2 produces tailor made customs and require some of their personnel to be 
educated tailors, they had a more diverse workforce. Today 40 per cent of their workforce is 
male, but when they started their business the per cent were at 90. Factory 3 has 500 
employees and most of them are men in the age 25 to 35 years old. The reason behind such a 
high amount of men is that the factory consists of a machine park, which usually  is seen as 
men’s work. The entire company has 38,000 employees, of whom the majority are women.

4.2.1.2 Factor conditions, human resources and knowledge

School is free of charge for all levels, from primary school to university. This implies that the 
level of education is high on Sri Lanka. The competition on higher education and universities 
is tough, increasing the motivation for students on all levels. This gives the employer a certain 
degree of security that the employees will be competent enough to read instructions and 
similar. Factory 3 requires their employers to be able to read and follow instructions, letters 
and safety instruction. Safety is particularly important  since this factory contains heavy 
machines with chemicals and hot temperatures. The factory  has a safety committee with 
senior managers and operators. The members change annually  so that as many  as possible 
will get the experience. The factory  employs a safety officer as well, responsible for 
implementing safety  procedures and conducting audits. This person must  have an engineering 
background. 

In addition to the school system people in Sri Lanka have a great knowledge about garment 
manufacturing, due to education and heritage. The workforce is accustomed to working with 
materials, sewing and the technique. The cutters working in Factory 2 are educated tailors, 
with knowledge of pattern making and grading. Demands on employees include a certain 
degree of education. Factory 2 requires some of their personnel to have knowledge about 
cutting and patterns, as well as reading a small amount of English. This concerns workers 
with more responsibility, such as the tailors and the inspectors. The inspectors need to 
understand the concept of customer service, since they are the ones inspecting the final 
product before it reaches the end customer. When hiring machine operators they  require that 
the person have the right values and attitude. They must be skilful with needle and thread and 
must therefore carry out a test, followed by a three months training period. 

Factory  1 explains that when founding the company, the budget was tight and it  was hard 
finding workers with the knowledge required for tailor made dresses. The factory manager 
has previously been working in larger factories in both Hong Kong and Bangladesh for 15 
years. These factories provided him with education in both pattern making and sewing, 
resulting in some skills within the area. The manager explains that he chose to, along with the 
founder of factory  1, further educate himself in order to create the patterns necessary to start 
the business. As the tailor made business is small and it may be difficult  to find workers with 
that background, factory  1 do not require earlier experience among their workers. In addition 
to that, they have a unique concept and regardless of experience they still need to educate the 
employees. Although it is not a requirement, earlier experience among the employees 
facilitates the business. The factory has noticed that  workers with education and knowledge 
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tend to learn the production faster. The factory has a history of employing people with 
experience and knowledge if possible. They have especially attempted to recruit workers from 
similar factories or workers that have experience from similar materials as theirs. Although 
they  have began to reverse their decision and recruit young women eager to work instead. The 
factory explains that they are the best and most effective workers. All employees in factory 1 
are asked to conduct a work sample before they are hired, in order to see their knowledge 
within the area. Since the garments are custom made, the production demands more from the 
workers. They  need to know about measurements and similar things, which is something that 
the factory  educates and continuously guide them in. They  explain that knowledge comes 
with experience; hence they do not require a proper education of their workers. All workers 
are provided with guidance from managers along the way and that is how they learn the 
production.

4.2.1.3 Government

The garment industry has suffered financially the last few years, mainly because of political 
and economic pressures. The withdrawal of GSP+ hit the industry hard and made many small 
factories go out of business. During the time when Sri Lanka had GSP + the country received 
a lot of foreign money through investments and trade with foreign countries, but with the loss 
the amount of foreign currency  decreased. Factory  3 has lost a lot  the last five years and it is 
not until this year the company has began to make some profit again. The new government is 
trying to regain Sri Lanka's GSP + status. Currently  the country  holds the GSP status, which 
puts more pressure on the exporting industries. 

The business in whole suffers from too many vacancies. Currently  there are 30.000 vacancies 
in the garment industry in Sri Lanka. One reason for this is the low minimum wage and the 
working conditions that lead to. The women choses to go abroad to work as housemaids 
rather than working in the garment industry, but unfortunately these women often end up with 
far worse conditions. Another reason is the increased popularity to work for the government, 
which has increased the struggle to find employees in recent years. A few years ago the 
Government raised the salary of public jobs with 10,000 Rs per month, as well as 
implementing a reduced salary for life after retirement. This meant that many  people made 
their way  to the public sector, which poses a problem for the entire private sector with many 
vacancies and a high turnover of workers. Because of the many job vacancies the factories are 
forced to attract workers in other ways. This is achieved through ads where a higher salary of, 
for example, Rs 25,000 is offered. However, the union explains that all bonuses and overtime 
is included in this salary  and thus, the workers needs to work to work a lot. For the factories, 
this means that they have to compete for employees by offering a higher minimum wage and 
good working conditions. They need to stay attractive on the market, in order to keep their 
employees. A high turnover of workers can be devastating for a factory since it cost a lot.

The Sri Lankan legislation regulates factors such as wages, working hours, vacation days and 
retirement funds, as well as the minimum age to start working, which is eighteen. All objects 
interviewed agree that Sri Lanka has a developed legal system, but then the opinions among 
them differ. According to the women’s centre, the implementation of the laws is a problem. 
Factories located in free trade zones tend to ignore the legislation and work around it. On 
contrary, the factories interviewed states that it is very uncommon that laws are being ignored. 

23



It would be hard to do so, as representatives from the government show up unannounced, to 
follow up on the implementation of laws. Factory 1 explains that Sri Lanka have strong trade 
unions, as well as many laws to follow. It was decided, when they first started their company, 
that all laws and guidelines were to be followed. Nothing apart from that would be doable for 
a longer period of time, as the employees eventually would speak up. It is common that 
workers receive a higher wage than the government demands, as it is hard to attract  workers 
otherwise. Another reason is that wages will vary, depending on where the production is 
located. The wages tend to be higher in larger cities like Colombo, compared to the 
countryside. Factory 1 explains that without fair wages workers will look for other jobs, so 
those things sort themselves out. The existence of service occupations in larger cities makes it 
more difficult to attract workers, thus the higher salary. The trade union agrees that  most 
factories follow the laws. The only  exception may be factories far out in small villages. 
According to the trade union, the problem with the legislation system is that the laws are not 
sufficient. An example is the new government's request to raise the minimum wages in the 
private sector by 2500 Rs per month. Most factories have chosen not to raise the salaries, as it 
is nothing more than a request. The union and the women’s centre are campaigning for the 
request to be legislated, so that all wages will be raised. Even though factories may be able to 
pay more, as their exports and turnovers increases, they  chose not to. Instead they  increase 
their own profit. 

In Sri Lanka the labour office control the implementation of labour laws in working places. 
They  make unannounced factory visits to control the working situation. These takes place 
with varying frequency depending on how well the company manages itself, and has done 
historically. Factory 2 had frequent visits when the factory was started, but these days it 
usually  occurs once a month. When the factory was established the management invited the 
labour office to have information meetings with the workers and these took place two to three 
times, without presence of the management. Factory 3, that has been operating for a long time 
and is well known, have visits from the labour office around once a year. In addition to that 
the factory also get visits from a factory engineer, sent by the government. 

4.2.1.4 CSR and Code of conduct

Factory  3 has noticed an increased interest in sustainability  in terms of the products demanded 
by their customers. They sell a greater amount of organic cotton these days than they used. 
The factory is trying to get customers to buy organic materials by always presenting it before 
presenting the “normal” cotton. None of the other objects interviewed recognizes a growing 
interest for sustainability in the Sri Lankan society, including an interest in the welfare of 
factory workers. Although, all factories agree that a difference is noticeable among factory 
owners, as the working conditions has become a lot better in recent years. No one cared about 
the workers welfare ten years ago, but today factories pay  attention to it. Factory 2 has not 
noticed an increased interest  in sustainability from the society, but is contributing to different 
causes themselves. The factory is located in a village on the countryside and in an attempt to 
be good citizens and give back to the community they contribute financially to different 
causes. One of these things was helping a bombed village nearby, where the local temple had 
been ruined. The temple was essential for the local population and only  after it had been 
restored, could they move back and rebuild the village.  
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Factory  2 and 3 are actively  working with codes of conduct, within the organization and 
among their suppliers. The two factories give the employees documents with the code of 
conduct at the same time as the contract of employment is signed. Factory 3 allows the 
employees to sign five different documents relating to, among other things, security, 
employment and the code of conduct. In addition to they have a large sign inside the factory 
building, where these codes are translated to both English and the native language Sinhala. 
Regarding the suppliers, Factory 2 explains that they have too limited resources to visit all of 
their suppliers and instead, they let the supplier’s CEO sign the code of conduct. This is to be 
assured that the highest responsible person can guarantee that the codes are being followed. 
Factory  3 has carefully selected a few suppliers in India and Pakistan and has their own 
quality assurance people on each factory. These people schedule and monitor the weaving 
process and control that the guidelines are being followed. In Sri Lanka two persons are 
employed to work with planning the machines and they  have contact with the personnel in 
India and Pakistan.

Factory  1 does not work with code of conduct and neither does all of their employees sign a 
working contract. They manufacture garments solely for their own company and do not see 
the use of it, as no agreements are to be made with outside companies. They may not apply 
code of conduct but state that things, such as production and working conditions, need to be 
measure certain demands. As of today, only  the senior managers have a written contract with 
the factory. The contract is provided and signed after the managers have worked for three 
months, which is their probation period. When looking for sub suppliers, factory 1 has no 
preferences in mind. They search for suppliers online or receive recommendations from other 
companies. The fabrics they use for production are bought in from China. The founder 
explains that for economical reasons and the small size of the factory, they  cannot follow up 
on their suppliers and the use of code of conduct. Although, their suppliers for buttons, 
packages and similar things are located within Sri Lanka and those have been visited by 
personnel from the factory.

One of the problems with code of conduct is that they are not laws, but voluntary guidelines. 
This means that many  factories ignore their code of conducts. as it sometimes is more 
important how a company is represented from a marketing point of view. The trade union 
explains that once auditors announce a factory visit everything looks perfect, the management 
preselects the workers they  get to speak to and the responses are rehearsed in advance. 
However, if a trade union is represented at the factory  they often talk to the auditor as well. 
The trade union interviewed uses code of conduct as a tool to organise workers. When the 
workers are organised they  know their rights and how to resolve problems. The women’s 
centre explains that as with wages, the implementation of the code of conducts is the problem. 
Some factories chose to enlighten their workers about them, while others keep them solely as 
a document. Potential partners such as buyers think that the code of conducts is being 
followed, but it might be different in practice. 

4.2.2 The garment industry and its stakeholders 

None of the factories interviewed have external trade unions represented at their factories. 
However, all states that there are no restrictions on joining a trade union. To form a trade 
union the request  must come from the employees. Factory  2 explains that they have never 
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received such a request. The situation with trade unions in Sri Lanka is complicated since they 
are not countrywide; they are fragmented and work independently. Moreover, they are often 
tied to political parties, which could mean that they  are not biased. Factory  3 states that a 
trade union should represent more than just the personal opinions of a part of the workforce.

Factory  2 has decided to handle eventual issues internally, which is achieved through 
discussions and meetings with the employees. They explain that there are no large steps 
between managers and workers in their organization and that facilitates this way of handling 
problems. In addition, the factory  has created a “welfare fund” to be used by the employees. 
Only the employees appointed staff manage this fund. Contributing to the fund is entirely 
voluntary; if they choose to participate a small amount of 100 Rs is deducted from the salary 
each month. When contributing to the fund the workers also have the opportunity to use it, for 
things such as taking a loan from it or contribute to voluntary causes in the village. This is up 
to the workers to decide. Factory 3 has a different approach to handling any rising problems. 
They  have an employer’s council where the workers select the members, as well as the 
president and the secretary, each year. Requirements from management is that it should be at 
least one person from each department in the council, the total number of members is around 
15 people. The employer’s council meets with the CEO and senior managers monthly  to 
discuss the company's financial situation, trends, the market as well as problems and 
suggestions from the workers.  
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5 Analysis 

This chapter covers our analysis, where we have analyzed our findings based on the theory 
and foremost, our research model. The chapter begins with the Swedish companies 
interviewed and what criteria they search for in a supplier. It then continues with the 
companies’ code of conducts and demands on social responsibility. After follows an analyse of 
Sri Lanka’s garment industry, which includes social responsibility and Carroll’s pyramid as 
well as factor conditions and government.

5.1 Swedish companies supplier selection

The Swedish companies interviewed as part of the study all have different criteria on supplier 
selection. All companies interviewed mentions quality in relationship  to price as important 
factors when selecting a supplier. This cohere with earlier research stating that quality 
together with meeting the expected delivery requirements are the main criteria for most 
companies (Kim & Boo 2010; Kar & Pani 2014). The companies interviewed in Sweden 
mentions that one of the first things to look at when choosing a new producer, is the country's 
knowledge about the product they want to manufacture. It is of great importance that the 
country  of production is knowledgeable on the specific product or material. If not, the quality 
of the product may be at risk. However, it remains important that the cost  prevails with the 
company's price level as mentioned earlier. This means that the quality that can be achieved is 
limited by the price. The companies are trying to find the best possible level of quality for the 
price they are willing to pay. Price is mentioned as an important factor in earlier research, 
although it is not stated as the most important factor (Kar & Pani 2014). According to the 
findings, price is important in a sense that it creates limits and therefore affects all factors. 
The companies interviewed agree that all factors are important  in relation to each other. Price 
or quality  cannot stand as important factors alone, but it remains important in relation to other 
factors.

Geographical location is another factor that is important according to previous research (Kim 
& Boo 2010). This coheres with the findings from this research. The geographic location is 
important for all companies, although the answers on why it is important differ. One company 
claims that it  is essential to have production in different countries to spread the risk, while 
another company believes that it is an advantage to manufacture in the same country. A reason 
for this is to be able to use already existing logistics contracts, for example. According to 
company 1 production in far away countries give longer lead times, as well as lowers the 
control over the production. Although, it might be cheaper and that could be a reason to 
produce there, which means that the factors once again needs to be weighed against each 
other. Cheap production cost against lower control and longer lead times. 

Company 3 is in need of additional services from their suppliers, such as design capabilities. 
Their needs means that they are placing greater demands on their suppliers in terms of 
technology capability. This is consistent with earlier research as well, as the research mentions 
technology capability  as a factor growing in importance, together with production capability  
(Kar & Pani 2014). Company 3 explains that production capability  is important, as it  has to 
suit the company. If the capacity is too big, the production of a small order might  not get the 
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priority it needs. On the contrary, if the supplier is too small they might have problem 
producing the order. All of this is to be avoided. The company prefer to work with suppliers in 
a similar same size to themselves, to reduce potential obstacles. The size is a factor that 
company 3 focuses on in terms of long-term relationships. Company 1 and company 2 
mentions that they prefer to have a big supplier base with long-term relationships. This is of 
various reasons, such as reducing quality  issues, establish a good communication and getting 
to know the supplier and so on. 

5.1.1 Demands on social responsibility 

The interviewed companies’ demands for social responsibility are summarized in a code of 
conduct, which in turn are a part of the CSR work. CSR is an important part of each 
company’s sourcing strategy and none of them would cooperate with a supplier that does not 
live up  to their demands on sustainability. A way to control that the demands are being 
followed is through company visits, social audits and by looking at the other brands 
manufacturing there. Usually  large and well-known brands equal fair conditions. However, 
when it comes to placing demands on a supplier the code of conduct documents plays a major 
role. The companies also ensure compliance with the requirements, by  using these documents 
as agreements. 

When overviewing each company's code of conduct we found that  many of the demands are 
similar to each other. Similarities such as the right to form trade unions, no discrimination, no 
child labour and other regulations regarding safety, health and working hours. This is likely 
because a large part  of the requirements derived from international standards, such as ILO. 
These standards are worldwide as a part of the United Nations, based on human rights, and 
therefore, it is difficult to find problems in the actual requirements. Previous research on CSR 
and code of conduct  has found that the biggest problems lie in the implementation rather than 
the very  demands (Noronha, Tho, Cynthia & Guan 2012; Hoang & Jones 2012; Babiak & 
Trendafilova, 2011). This could be a potential problem here as well. Reviewing the 
documents we found that the demands look accurate, but  when it  comes to visiting suppliers 
and monitor how it is complied with we noticed weaknesses in the procedures. Company 1 
and company 2 visit their suppliers regularly and thus, have an idea about how their code of 
conduct is complied with. Company  3 and company 4 rely on the supplier's signature and 
word when it comes to the follow up. These two companies tries to visit  all their suppliers but 
they have limited resources for it. 

The biggest problem in Sri Lanka when it comes to CSR and code of conduct, according to 
the trade union, is that the requirements are not legalised. They  are voluntary guidelines and 
differ from company to company, which makes them easy to ignore by  the manufacturers. 
Another problem defined by earlier research is the problem about expectations, on who to be 
responsible for the implementation (Hoang & Jones 2012). According to Hoang and Jones 
(2012) there are expectations on an “agent-principal” relationship to oversee the 
implementation. In reality  this is more complex due to the character of the supply  chain as 
well as various colliding interests. Moreover, in order to even further avoid the code of 
conducts, companies may limit or deny trade union presence (Hoang & Jones, 2012). This is 
coherent with the findings from this research, as the presence of independent trade unions are 
lacking in many factories. When doing our investigation we could not get a clear picture on 
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who is responsible for implementation and follow up of the code of conducts. Therefore it is 
accurate to assume that problems mentioned earlier exist in Sri Lanka as well.  

5.2 Carroll’s pyramid and social responsibility

Previous research suggests that low wages for workers, which equals a more competitive 
price, may not solely be a good thing. It  can just as well result in low productivity and less 
skilled workers (Ranjith & Widner, 2011). One reason for that may be that CSR and fair 
conditions attracts skilled workers. Earlier research has shown that in order for Sri Lanka to 
reach competitiveness and an advantage in the global market, improving job quality must be a 
priority. Only  by recognizing the workers can a skilled and reliable workforce be achieved 
(Ranjith & Widner, 2011). Implementation of CSR has previously been used as a way to 
achieve this. CSR has helped with issues in recruiting by attracting the best workers, which in 
turns lead to competitiveness on the market (Perry  & Towers, 2012). Earlier research implies 
that advantages obtained through CSR has been increased productivity, increased 
relationships with investors, reduced costs and a more satisfied workforce (Chen, Larsson & 
Mark-Herbert, 2014).

Earlier research conducted in Asia revealed that companies have had problems with the 
implementation of CSR (Cooke & He, 2010). The manager of factory 1 has earlier experience 
from both Bangladesh and Hong Kong. He claims that Sri Lanka has better working 
conditions than in particular Bangladesh, whom also pays their workers less. The owner of the 
same factory agrees, as his impression of Sri Lanka is that they  are better at CSR than for 
example Bangladesh. In line with the research conducted in China though, Sri Lanka seems to 
have problems with the implementation as well. The women’s centre explains that 
implementation is a problem when it comes to things such as code of conduct and wages. 
Although buyers might think that code of conducts is being followed, the reality  might be 
different. In some cases it  might be more important how the company is represented on the 
market, rather than actually care for the workers. This coheres with the previous research 
conducted in China. Apart from implementation, underlying motives is another issue 
regarding CSR work. The research found that companies sometimes care more about the 
market and stakeholders, rather than the well being of the workers (Cooke & He, 2010). This 
in turn cohere with the fact that according to the women’s centre, some Sri Lankan factories 
choose to keep their code of conducts a secret from their workers. Another problem with the 
implementation is that code of conducts is simply  guidelines, not a part of the legislation. A 
factory does not have to apply code of conducts and the content is not a demand. This results 
in many factories decision not to work with it. The interviews performed with factories 
partially contradicts with the facts given by the women’s centre, as two out of three factories 
work actively with code of conducts. Factory 1 is still a fairly small company and does not 
have the economical assets to implement a code of conduct, although they claim that working 
conditions and production still need to measure certain demands. Since they only manufacture 
for their own company and does not have any agreements with others, a specified code of 
conduct is not a priority at the moment. On factory  2 and factory 3 on the contrary, all 
employees are informed about the code of conduct as they sign their contract. In addition 
factory 3 has a sign at the entrance of their facility, where their code of conduct is stated. Even 
though two out of three factories work with CSR, it seems like implementation might be a 
problem nevertheless, as a number of previous researches suggests the same. The women’s 
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centre’s impression that implementation of CSR is a problem coheres with yet another 
research, performed by  Hoang and Jones (2012). They found that communication of values 
and principles often is limited through a supply chain, which can lead to an implementation 
problem.

The sustainability interest is growing, according to Goworek (2011). He claims that 
sustainability and a sustainable sourcing is becoming increasingly  more important within the 
fashion industry (Goworek, 2011). This cohere with Egels-Zandén and Bergström, whom 
states that the concept of CSR has increased over the years, as society have put pressure on 
companies for a more ethical production (Goworek, 2011). These findings are consistent with 
observations made by  factory  3, whom notice a growing interest in sustainability  as well. 
Their customers have become more interested in buying materials that are better from an 
environmental perspective and the factory claims to be selling a lot  more organic cotton than 
before. As a result, they probably  have had to increase their ethical production and production 
of organic cotton. The fact that  they are selling more of it is is most likely  due to the growing 
interest in society, but it may also be because they presents their organic materials first, as an 
attempt to get customers to buy  it. None of the other objects interviewed notice an increased 
interest from society. Although, all factories agree that  the working conditions has become a 
lot better in recent years, which means that factory  owners may  have observed a growing 
interest for sustainability on the global market. That factory owners are paying attention to the 
growing interest for CSR work is made even more likely by factory 2. According to factory 2, 
they  contribute financially  to different causes in the local community and nearby. Previous 
research conducted by  Carroll (1991), refers to such actions as philanthropic responsibilities. 
Philanthropic actions are actions that contribute to a company being a good corporate citizens, 
based on social values.

Current working conditions and low wages are two problems in the Sri Lankan textile 
industry, which over time has lead to workers choosing to quit their jobs (Ranjith & Widner, 
2011). That low wages are a problem is consistent with the interviews conducted. The 
women’s centre and the union both agree that low minimum wages is the biggest issue in the 
Sri Lankan garment industry. Although the wages differ among the factories interviewed and 
all of them actually have a higher minimum wage than legalisation demands, the amount of 
money  paid as minimum wage does not seem to be enough to support a livelihood. As a 
result, the low minimum wage leads to other problems as well, such as long working hours 
and bonus systems. Although a normal working day is eight hours it usually  ends up being 
longer. Factory managers and workers agree that nine to ten hours each day is more common. 
According to the interviewed union, Sri Lankan legislation allows employees to work 60 
hours overtime each month. This is consistent with facts given by factory 1, explaining that 
twelve hours a day including overtime is a maximum. The amount of overtime depends on the 
employee. Young women tend to be eager to work twelve hours a day, while women who has 
been in the business a long time may chose not to. Factory  3 on the other hand is open around 
the clock and as a result, the employees work maximum overtime but also have more days 
off. Since the minimum wage is low, most  workers are dependent upon overtime to earn 
enough for a livelihood. The amount of working hours during a day seems to differ, but 
judging by the findings, long working hours seems common in Sri Lanka. This is coherent 
with previous research, which mentions that as a problem (Hancock, 2009). The 
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implementation of bonus systems is the other issue that comes from a low minimum wage. All 
factories interviewed apply bonus systems as a way for workers to receive a higher wage. 
Each factory  mentions performance factors as bonus-related, while factory 1 also specifies 
being on time as a thing that earns workers bonuses. Unlike the factories interviewed, the 
union explains the bonus system as being built on targets. While the basic salary is paid after 
the amount of working hours, the bonus is paid after the amount of pieces made. According to 
the union, this results in stress among the workforce. As all factories apply bonus systems and 
the union mentions them as well, it  is likely to be a common thing in the Sri Lankan garment 
industry. The extent to which they are used is harder to determine, although it seems to be in a 
less extent than the union claims. 

Other issues in the garment industry  are lack of lunch breaks, as well as absence of rights such 
as retirement benefits, leave and safety  (Hancock, 2009). Out of the factories interviewed, 
factory 3 was the one factory with an obvious need for safety regulations. Their factory 
contains a machine park with chemicals as well as hot temperatures. On the contrary to 
previous research where lack of safety has been brought up  as a problem within the industry, 
safety  was not an issue at  their factory. Factory 3 demands that their employees can read, as 
they  need to be able to read instructions, for the sake of their safety. In addition, the factory 
has established a safety committee made up by senior managers and operators. They also have 
a safety  officer employed, whom they require have a background within engineering, to 
implement safety  procedures and conduct audits. The working hours are long in the industry 
but according to the findings though, lack of breaks does not seem to be an issue. Each 
factory allows their workers half an hour to one-hour lunch break, as well as two additional 
15-minute breaks. 

5.3 Factor conditions, human resources and knowledge

Previous research claims that  Sri Lanka needs to improve their working conditions, 
productivity  and competitiveness on the market (Ranjith & Widner, 2011) and in order for a 
nation or industry to achieve competitiveness, human knowledge are a fundamental factor 
(Porter, 1990). According to earlier research, factors that  stems from human knowledge are 
harder to copy  and therefore equals a competitive advantage (Kotabe, Mol & Murray, 2009). 
Manufacturing are a factor that comes from human input and in recent  years, its importance 
has grown when trying to achieve competitiveness. (Kotabe, Mol & Murray, 2009). Porter 
(1990) emphasizes the importance of knowledge by  claiming that the foundation of 
competition has become increasingly more about it. He means that prosperity  within a country 
is created, not inherited. As the importance of knowledge increases, so does the importance of 
the nation (Porter, 1990). Porter further argues that critical factors in production, such as 
skilled labour and infrastructure, are created as well. They result in competitiveness as they 
are created through investments, which in turn make them hard to copy. 

Previous research indicates that Sri Lanka already have an established garment industry with 
a lot of knowledge. The industry has capabilities and pricing that stands the competition on 
the market and has the knowledge to produce a lot of different garments (Kelegama, 2009). 
This partly correspond with our findings. Sri Lanka have a lot of knowledge about garment 
manufacturing, through education and heritage. School is free of charge on all levels and the 
competition for universities is tough, which implies that the country has a rather high level of 
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education. The competition and strive to achieve a higher education motivates students to 
study harder. This is in favour for companies and thus, Sri Lankans competitiveness on the 
market. Factory 2 explains that an educated personnel gives them a certain security, as they 
will know for sure that the employees will be able to read instructions and such things. Even 
so, a certain degree of education is only  a demand when hiring tailors, not machine operators. 
The cutters working there are educated tailors, with knowledge about cutting and patterns, as 
well as the ability to read some English. For machine operators, they only need to see that 
they  are skilful with needle and thread, which is determined with a test and once hired follows 
a three months training period. Factory  3 requires their employees to be able to read, as they 
need to follow instructions and safety  regulations. The latter is especially important, as 
machines operate the factory. Factory 1 does not require any experience among their 
employees, but agrees with factory 2 that  knowledge facilitates the business, as workers with 
such background tend to learn the production faster. According to factory 1, knowledge comes 
with experience. He means that as the factory provides the workers with knowledge and 
guidance once they  are hired, they  do not feel the need for earlier education among their 
workers. 

5.4 Government 

According to Porter (1990), a government has the tools to increase a nation or industry's 
chances of achieving competitiveness. Although it cannot create that alone as the 
government’s role is to challenge and encourage companies, for them to achieve a competitive 
advantage. An industry  with ulterior factors of national advantage that have been factors been 
established by the government, implies successful government politics (Porter, 1990). By 
violating against human rights, the Sri Lankan government failed to live up to the 
requirements of a GSP+ status. As over 55% of the export from Sri Lanka is to the EU the 
country's exporting companies got widely  affected. Earlier research predicted that thousands 
of workers in Sri Lanka could lose their jobs as a result  (Ranjith & Widner, 2011). Factory  2 
and factory 3 both confirms that  the garment industry  has suffered financially the last  years 
due to the loss of GSP+. According to factory 2 many  small factories went out of business. In 
addition to this the Sri Lankan garment industry  in whole suffers from too many vacancies 
according to the trade union, which speak against a successful government politics. A reason 
for the current 30.000 vacancies is the low minimum wage and the working conditions it leads 
to. This is consistent with previous research that suggests that workers chose to quit their jobs, 
due to working conditions and low wages (Ranjith & Widner, 2011). Another reason for so 
many vacancies are the increased popularity  to work for the government, all factories agree. 
Factory  2 explains that a few years ago the government raised the minimum wage for public 
jobs and since then, its has become less popular to work for the private sector. As Porter 
explains, the role of the government is to facilitate for companies and encourage them to 
achieve national advantage, which is quite contrary to what so many vacancies do. However, 
all objects interviewed agrees that Sri Lanka has a well developed legislation system. 

Factory  1 explains that Sri Lankan legislation regulates things such as wages, working hours, 
vacation days and retirement funds. Occupation, safety  and health are other factors according 
to the women’s centre, as well as the minimum age to start working in order to prevent child 
labour. According to Factory 1, factors regulated by  law must be followed and all factories 
interviewed agree that it is highly uncommon that laws are being ignored. As representatives 
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from the government visit occasionally to follow up on the implementation, it  would be hard 
to ignore them. On the contrary, the women’s centre claims that the implementation of laws is 
a problem as many factories work around it. According to the trade union, most laws are 
followed by factories, which coherent  with the information given by the interviewed factories. 
However, the trade union feel like the laws are not sufficient. The government tend to request 
improvements within the business, but as they are nothing more than requests and not 
legislation, factories can choose not to implement them. The majority of the object 
interviewed agrees that  legislation would be difficult  not to follow and thus, it is fairly 
accurate to say  that the implementation are not a big  issue. According to the trade union 
though, factories far out on the countryside might be an exception. That all objects 
interviewed agree that Sri Lanka has a developed legislation system speaks in favor of the 
nation's competitiveness, if seeing it from the perspective of Porter (1990). It is reasonable to 
think that the conditions within the garment industry would be a lot worse without the laws. If 
anything, the issue seems to be that the government's improvements are not always legalised, 
which makes them less effective. 

5.5 Interested parties to the industry 

According to Sri Lankan legislation, being able to join a trade union is a fundamental right for 
each citizen (ILO B, 2015). All factories interviewed state that they  have no restrictions 
against trade unions, but none of them have an external trade union represented at their 
factory. According to them, the request to form a union must come from the employees. 
According to factory 2, the existing trade unions are fragmented and work independently 
which makes the situation complicated. In addition, they are not countrywide. Factory  3 
explains that  unions often are tied to political parties and according to him, a trade union 
should represent more than the personal opinions of some of the workforce. According to The 
International Textile, Garment and Leather Workers Federation, a global union found 
continuing gaps in the Sri Lankan garment industry, such as employees not being allowed to 
freely enter collective bargain agreements. As of 2011, few workers were employed under 
ILO’s conventions concerning Freedom of Association and Collective Bargaining (ITGLWF, 
2011). The interviewed swedish companies all have ILO’s convention on freedom of 
association as part  of their code of conduct. The convention states every employee's right to 
join a union or organization related to the industry in question. The fact that  only a few 
workers in Sri Lanka’s garment industry were employed under ILO’s conventions does not 
correspond with these demands on CSR. 

For an external trade union to establish themselves in a factory, at least 40 percent of the 
employees needs to be members. Previous research suggest that management might tend to 
discourage their employees to become members, making 40 percent hard to reach (ITGLWF, 
2011). The interviewed factories do not work with external unions, two of the factories have 
other ways to handle any issues between the factory and their employees. Factory 2 explains 
that problems are addressed internally, through meeting and discussions with their workers. A 
common way of handling issues are through Employee councils. The guidelines tend to be 
based on inputs from the employees. The council usually consists of a number of workers and 
those are responsible for any collective bargaining or disputes. The guidelines for an 
Employees council cannot replace the ILO conventions and even so, the authorities 
recognises these councils as a worker representation. Factory 3 has established an Employees 
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council, to address any issues within the factory. The members, as well as the president and 
the secretary, are selected each year by the workers. The Employees council meet with the 
CEO and senior managers to discuss the financial situation of the company and problems or 
suggestions from the workforce, amongst other things. According to the The International 
Textile, Garment and Leather Workers Federation though, Sri Lankan authorities has been 
accused of using these councils as a way to prevent established trade unions. 
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6 Conclusion 

When looking at Sri Lanka and their competitiveness on the swedish market today, it becomes 
clear that Sweden have a more extended trade with other Asian countries than Sri Lanka. 
Nonetheless, it would definitely be possible for Sri Lanka to become competitive and more 
attractive for Swedish companies. 

The Sri Lankan garment industry has a lot of potential and some competitive advantages in 
terms of social responsibility and workforce. The fact that the country has a well-developed 
legislation system is in favour for the industry. The existence of laws to control factors such as 
working conditions, working hours and wages is beneficial for social responsibility. It forces 
the Sri Lankan suppliers to act after certain rules, that tend to cohere in some degree with 
fashion companies code of conducts. For an agreement to be made is it crucial that the 
supplier operates according to the company’s code of conduct and thus, the existence of laws 
creates a competitive advantage. It is fair to assume that without these laws, the working 
conditions would be a lot worse. The garment industry  in Sri Lanka has a lot of knowledge 
within the garment manufacturing area. Due to education and heritage, the workforce is 
skilful in materials, sewing and technique. In addition to that, the country has a well-
developed education system. As educated workers with a lot of general knowledge equals 
some degree of safety for the employe, this too is a competitive advantage for the industry.

The loss of the GSP+ status resulted in a decrease of foreign currency to the industry. Several 
factories had to close and people lost their source of income. However, since this year the 
country  has a new government and according to factory 2 the government are fighting to 
regain the previous GSP+ status. If this were to occur it would entail a simplified trade with 
European countries and thus, with Sweden. This would increase Sri Lanka’s competitiveness 
and could also make them a more attractive trading partner for swedish companies.

Low minimum wages and long working hours are the most pressing issue for Sri Lanka’s 
garment industry. From a social responsibility  perspective, it creates a disadvantage for the 
industry. This issue can only  be solved by giving the workers a higher wage. Either the Sri 
Lankan suppliers give more of their profit to the employees or the swedish companies pay 
more for their manufacturing, assuming that some of the increased profit would go to the 
employees and not the owner of the factory. According to the women’s centre, the garment 
industry is growing and the factories are earning more as time proceeds, but the wages are not 
increasing. Increased wages would lead to better working conditions and as a result, better 
CSR work. This might make Sri Lanka more attractive on the swedish market, as the 
industry’s operations in an even higher degree would cohere with potential code of conducts. 
It would increase the country’s competitiveness. 

Sri Lanka already has an established customer base with well-known brands. These brands are 
in a higher price segment, although still affordable. Compared to other Asian countries, 
manufacturing in Sri Lanka is a bit more expensive. A higher production cost may not be a 
disadvantage though. It indicates that the garment industry’s working conditions and social 
responsibility, including wages, are better than in cheaper production countries. In addition, 
earlier research suggests that job quality  and higher CSR standards leads to competitive 
advantages. Better working conditions and a higher wage may  also lead to a more productive 
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and skilled workforce. Therefore, Sri Lanka has a lot  of potential as long as the industry do 
not compete with cheaper production countries. To achieve competitiveness on the swedish 
market, the Sri Lankan garment industry should focus on becoming attractive for Swedish 
brands with a higher price segment, that have the ability to pay more for manufacturing.

Sri Lanka has a lot of knowledge within tailoring and when looking at the Swedish companies 
interviewed, our impression are that  the Sri Lankan garment industry would suit company 1 
very well. For the rest of the companies, the production cost may be to expensive as they are 
fast fashion brands. 
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