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1.0 Executive Summary
The COVID-19 pandemic has caused severe
economic and social challenges for the entire
world, the impacts of which are still reverberating
through the current post-pandemic era. According
to a Rapid Survey Marga Institute conducted in
collaboration with UNDP Sri Lanka, Small and
Medium Enterprises (SMEs) continue to face
unmitigated economic impacts; with many
reporting high levels of business closure,
retrenched staff as well as drastic changes to
human resources and financial portfolios. All
these impacts have a direct impact on business
models, and importantly, on livelihoods and
conversely human rights in the country.

Nevertheless, Sri Lanka is not an outlier in this
fact. Over the last two years, “business practices”
have changed drastically around the globe. All
businesses in Sri Lanka, irrespective of their size
or turnover, have had to cope with economic
uncertainty amid severe health hazards and
constraints such as travel restrictions, limited
access to global supply chains and limited access
to banking services. In this context, it is crucial to
study how the pandemic has affected SMEs and
the coping mechanisms that they use to survive,
to sustain themselves or even to transform their
businesses. Additionally, Sri Lanka is currently in
an economic and political crisis of mass
proportions, culminating in a default on its debt
payments. This crisis and economic turmoil faced
by all sparked mass protests and violence across
the country, impacting all segments in society. 

UNDP commissioned Marga Institute to carry out
a telephone-based survey of small-and medium-
sized enterprises (SMEs) in Sri Lanka to
understand and document the landscape for
these businesses in the context of COVID-19 and 

The key drivers that caused SMEs to follow
RBPs included the positive impact on the
business's image that it generates, which can
attract more customers, including those who
may have strict compliance requirements. It
was also perceived by employers that RBPs
help attract the best work force.
Key barriers to SMEs adhering to RBPs
included that business owners don't always
perceive the value of RBPs to their business,
especially under the mounting financial
pressure caused by the global COVID-19
pandemic as well as the ongoing economic
crisis. 
Small businesses, which may comparatively
be more informally managed, with internal
business processes that are not fully
developed, have shown less propensity
toward following RBPs than have medium-
sized businesses.
Overall, according to the survey, adherence to
RBPs among SMEs in the agriculture and 

the extent to which they have adopted
responsible business practices (RBPs) and human
rights, and to then identify incentives that
encourage them to adhere to, or barriers that
prevent them from adhering to, RBPs aligned to
the UN Guiding Principles on Business and Human
Rights (UNGPs). 

The survey was conducted in September 2021
with the participation of 128 employers and 347
employees. It focused on SMEs in the agriculture,
manufacturing, tourism and other sectors, and
primarily on SMEs led by women and on youth led
civil society.

Some of the key findings:
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tourism sectors was better than among
manufacturing and other services. And SMEs
in the manufacturing sector have been less
successful in upholding good labour law
practices and sound gender inclusion
practices compared to agriculture, tourism
and other services.
Businesses operating outside Colombo also
tend to be less compliant with RBPs
compared to businesses within Colombo. 
Areas where SMEs needed to improve
included: having a written environmental
safety policy; paying all employees' provident
fund and trust fund contributions; provision
of employee training including training on
sexual harassment; provision of written job
descriptions and appointment letters to staff;
"gender-blind" hiring and hiring people with
disabilities.

Since the degree to which SMEs follow RBPs
seems to be based on the value that they perceive
in doing so, as well as on the business-revenue
benefits that they perceive, the solution needs to
focus on changing perceptions in the medium to
long term as well as on creating an environment
where SMEs can survive the pandemic through
financial and other business continuity assistance.
Improving the regulatory framework governing
RBPs, such as on human rights and environmental
protections, and creating business opportunities
tied to good governance and adherence to RBPs,
can drive increases in the level of focus that
business owners give to this movement.
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2.0 Methodology
To conduct this study, it was necessary to first
develop a database of available SMEs. Selection
for this was through sampling from other
available databases: based on the RFP, SMEs in
multiple sectors needed to participate in the
study, and to accommodate these requirements a
database of SMEs was acquired from the Ceylon
Chamber of Commerce Centre for SMEs and the
Sri Lanka Chamber of Small and Medium
Industries. By amalgamating these databases, the
single database mentioned above was created. A
stratified random sampling method was used,
where the SMEs were grouped by sector and were
selected randomly from within each group (or
strata). 

Since the research was conducted based on pre-
existing databases of SMEs, the method of 
 tratified random sampling allowed the research

Figure 3.1: Interview process for the survey

Interview
Employer

Interview
Employee

Interview
Employee

(men)

Interview
Employee
(women)

team to minimize errors, and removed risk of
selection bias due to the equal chance of selection
of SMEs. 

The Team used a telephone Interview
methodology to collect data, both from
employers and employees. As shown in Figure 3.1,
researchers would interview the proprietor of an
SME (e.g., "the employer") and would then ask for
an employee’s name and contact number for
interview. Next, researchers would request the
interviewed employee to recommend another two
employees, with their titles and contact numbers
or colleagues for the survey. Researchers
interviewed both male and female employees.
This methodology aims to avoid any bias or
manipulation by the employer and validate what
the employer indicated about the organization
using the employee responses.

ADOPTING RESPONSIBLE BUSINESS PRACTICES IN A COVID-19 ERA: LESSONS FROM MSMES IN SRI LANKA 3



Annex 1 – Employer Questionnaire
Annex 2 – Employee Questionnaire 
Annex 3 – In-depth Interviews Questionnaire 
Annex 4 – Responses to questions of the survey (tables not on the body of the report)

At the beginning of an interview with employers, the interviewer would read out the definition of
"responsible business practice", and would assess the subject's awareness and willingness to practice
that based on their responses.   

Research tools for the quantitative survey used the Likert scale of “agreement".

Please refer to the annexes to see the questionnaires.
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3.0  Analysis of SME
Environment in Sri Lanka

Agriculture 
Apparel manufacturing 
Tourism 
Other services

The purpose of the desk study was to map
evidence found in other studies in relation to how
the COVID-19 pandemic has affected the human
capital in SMEs, and to assess if there is evidence
from other studies about how SMEs have
responded to the challenges of COVID-19 in terms
of RBPs. Most studies focused primarily on the
economic impact of the Pandemic. Thus, from the
numerous studies conducted, this literature
review focuses on articles found on economic
challenges, labour rights and studies carried out
by various researchers on how COVID-19 has
impacted those following RBPs. The review
analyses the extent to which SMEs have worked
with donors, government and intermediary
organisations to avoid job losses, pay cuts and
non-payment of statutory benefits as per ILO
conventions. The review further assesses how
COVID-19 has brought about barriers for SMEs to
protect their employees’ labour rights.  

The review has addressed how COVID-19 has
impacted the following sectors:

SMEs play a vital role in the country's socio-
economic development, and it is estimated that
they contribute 52 percent to GDP and are
considered an integral part of the economy. In Sri
Lanka, it is estimated that SMEs account for over
90 percent of total enterprises in the non-
agricultural sector and 45 percent of total
employment" (Gunawardena, 2020).

The National Human Resources and Employment
Policy of Sri Lanka (NHREP), as cited by Robinson 

& Kengatharan (2020), reports that SMEs account
for 80 percent of all businesses, creating more
employment opportunities and increasing youth
and women’s participation, thereby providing
considerable advantages to the economic
development of the country.

The Pandemic has thus resulted in a 'new normal'
where companies have embraced technology for
trade and distribution. In addition, some global
organizations have used the new normal
positively, allowing employees to work from
home, and saving on office rent, transport,
electricity and internet costs. 

if it is not registered in the Employment
Provident Fund or in the Department of Inland
Revenue
if it does not keep formal accounts
if the number of regular employees is less
than 10 

3.1 Informal sector 

According to the Sri Lanka Department of Census
and Statistics, enterprises that are part of the
informal sector are identified as follows: 

Currently the employment contribution to the  

"The world is facing an unprecedented
crisis from COVID-19. What started as a
health crisis has rapidly evolved into
one of the worst economic crises in
history.” 

-Asian Development Bank, 2020
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informal sector is 57.4 percent, with 60.8 percent
men and 51.1 percent women. Disaggregated by
sector, 89 percent is in agriculture and 46.7
percent is in non-agriculture. (Department of
census and statistics, 2019) 

It is essential to note that 90 percent of small
businesses are not actually registered as
businesses. Therefore, they usually do not qualify
for tax," considering their revenue thresholds.
They are often shops, freelancers, boutiques, IT
start-ups and daily wage-earning businesses in
transport, such as three-wheelers and cabs.
According to the Department of Motor Traffic (as
cited by the Department of Census and Statistics,
2021), in 2019 there were an estimated 1,175,077
three-wheelers in Sri Lanka. Such small-scale
companies discontinue their operations easily or
pivot quickly to other commercial activities in
times of crisis. 

The informal sector is complex, as it consists of
freelancers, or, part-timers doing full-time work
for large corporations. In such cases, labour-
related statutory benefits and structured
remuneration may not be paid by the owners.
Furthermore, the risk of tax evasion in this sector
is high, given that many businesses operating in
the informal economy have yet to incorporate
their respective companies; making it likely that
they either do not meet quality standards or are
duty-bound to follow regulations for example as
they relate to the right to information. 

SME Environment: Level of Formalization by
Industry

The level of formalization of the SME signifies a
significant limitation to the accountability
mechanisms in place to ensure that businesses
prevent human rights abuses as per their supply
chain. To this end, the study could not in good
conscience examine the adoption of Business and
Human Rights in the informal sector, and instead 

took a broad approach in analysing de facto and
de jure work-relationships; examining not only
full-time staff perceptions, but contract work as
well. 

The telephone survey conducted Marga Institute
found that the size of the SME, industry, and years
of operation are directly correlated to the
formalization of employment contracts. As to be
expected, the level of secure i.e. full-time staff
contracts, increased depending on how long the
SME had been operating, with companies
operating for more than 10 years recording less
than 4% of exclusively contract or part-time
employees. Similarly medium-sized enterprises
recorded less than 6% of their staff having
exclusively part time or seasonal contracts. The
survey revealed that the two factors, of duration
and scale of the company as they relate to
economic security capped at about 30%, at which
point most SMEs took a mixed-approach to
formalization of employment (i.e. mostly full time
contracts offered, with some seasonal or part-
time workers). These findings are in line with
Global Estimates of Employment Share as
estimated by the ILO.[1]

Of particular interest to this study is the variability
of job security along industry lines as this reveals
fault lines in key financial sectors within Sri
Lanka’s economic ecosystem. 

[1] International Labour Organization, ‘Small Matters – Global Evidence on Contribution to Employment by the Self-Employed,
Micro-Enterprises and SMEs’. Data Available from: < https://www.ilo.org/infostories/en-GB/Stories/Employment/SMEs#power-of-
small/employment >.
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As can be seen through the graph above, full time
employment contracts are more common in new
industries such as IT and Tech Start-Ups
(approximately 58%), followed closely by the
Tourism industry at 52%. This study will illustrate
how the COVID-19 pandemic had a significant
impact on the levels of job security of these
industries. 

Of note is how the Agricultural and Manufacturing
sectors, both powerful contributors to Sri Lanka’s
economy, report low levels of full-time staff in
relation to other industries. The reasons for this
can be traced to the very nature of the work done
by the Agri-Foods sector, often requiring seasonal
labour. This is further exacerbated by the April
2021 ban on chemical fertilizers and pesticides;
vastly increasing the cost of production of
produce, leading to diminishing returns for
farmers and the contributing to the current wide-
spread food shortages in the country.
relationships related to raw materials required for
farming. 

3.2 How the Pandemic has affected local
SME sectors

The SME sector, considered as the backbone of
the Sri Lankan economy, is facing many
challenges. SMEs used to be the driving force in
promoting economic growth, regional
development, employment generation, and 

Employment Type by Sector

poverty reduction – but how can they still do this
when they are on the verge of collapse? Beginning
with the effects of the Easter Sunday attacks in
2019, followed by the Covid-19 pandemic, and then
the ongoing economic crisis, SMEs are now hanging
by a thread. With hundreds having left the sector,
existing businesses are extremely vulnerable and
seeking any assistance that can be granted by the
Government. 

This section explores the impact of the COVID-19
pandemic on services sectors, such as tourism, on
manufacturing, such as Apparel, the traditional SME
sector, including the impact on labour rights.

3.2.1 Tourism

According to the World Travel and Tourism Council
in 2021, Sri Lanka stood to lose $260 million each
day from the UK if it remained on the UK's red list.
"For those countries on the UK's 'red list', even fully
vaccinated travellers are forced to quarantine at
expensive hotels and bear the cost of COVID-19
tests, which is deterring UK citizens from travelling
to Sri Lanka." In 2020 alone, 214,000 people in the
tourism sector lost their jobs due to the effect that
the Pandemic had on SMEs, which make up . 45%  of
businesses in the country. This translates to a 
 substantial impact on livelihoods.

About 3,926 businesses cater to tourists in Sri Lanka
and many have been severely impacted 
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considering labour rights, according to
Gunawardena (2020). According to data collected
in 2018, there were 388,487 direct and indirect
tourism workers employed in the sector. And by
2020, almost half of them had lost their jobs. Also
according to the Ministry of Health & Indigenous
Medical Services, (2020) 388,487 tourism sector
workers, including many at tourism SMEs had lost
their jobs. 

The International Trade Centre (ITC)(2020)
showed that businesses adopted "retreating"
strategies, selling their assets just to stay in
business. In addition, many firms laid off
employees and took on new debt, which may
have hurt their long-term financial viability.
Approximately 20 percent of the businesses that
participated in the ITC COVID-19 survey took this
approach.

Also in the tourism sector, 43% of SMEs surveyed
in that sector reported reducing staff (UNICEF,
2021, p43), which tallies with previous data that
half of the 388,437 employed in the sector had lost
their jobs. This it is evident that these businesses
may not have had a fallback plan if tourists didn't
arrive in the country, although many hotels in
Colombo did resort to food and beverage delivery
to local clients and special local accommodation
rates (KPMG, 2020).

Ultimately, business closures due to the COVID-19
put about 200,000 SME jobs at risk (UNICEF, 2021,
p133). In addition, as of May 2020, 63 percent of
SMEs had reported temporary suspension of
salaries, which showed that government efforts to
bail out the sector have not benefitted employee
labour rights.

3.2.2 Apparel sector

The SME apparel sector accounts for over 20,000
jobs in Sri Lanka, with over 80 percent of the work
done in partnership with large companies, which 

The leather industry employs 40,000 people in
3,000 SMEs. With its dependence on a bi-
product of the meat industry, this sector faces
supply chain and logistical problems. In
addition, it is not and essential item and is
thus one of the first to reflect the effects of a
downturn. 
Rubber and plastic-based products, and
wood-based ceramic industries that use
primarily local raw materials, have lost
marketing opportunities.
Metal products and machinery, boat building,
automobiles & transport equipment, and the
electrical and electronic industries, also face
loss of marketing opportunities and supply
chain and working capital issues
(Gunawardena, 2020).

have also been negatively impacted by COVID-19
through order cancellations that have in turn
impacted SMEs' economic-financial risks
negatively[1], causing pressure to maintain labour
and consumer rights. This sector accounts for
over USD 5.3 billion, and layoffs have been
inevitable in SME factories (ministries of industry
and supply chain management, small and
medium business and enterprise development in
conjunction with the division for sustainable
development goals, department of economic and
social affairs and the United Nations, 2020).

3.2.3 Traditional SME sectors

Below are the primary traditional SME industries
and the difficulties that they have faced during the
Pandemic, including financial failure.

One recommendation thus far is that the types of
SMEs detailed in this section use the concessions
offered by the Government as detailed in section
1.5.3, and that business learn from international
practices of continuing to support employee
livelihoods for the medium term until business
comes back to pre-COVID levels.

[1] Fibre2fashion.com
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3.2.4 The effects of the Pandemic on
workers' rights

SMEs confront many challenges in Sri Lanka, such
as owners' limited knowledge and experience of
human resource management,  employee
absenteeism, gender imbalance (male-dominated
workforce), poor industrial relations, the problem
quality of employment, lack of available
information, inadequate worker skills including
on product development, lack packaging
resources, inadequate labour laws, poor
enforcement of intellectual property rights (IPR),
and poor sense of distribution and sales
promotion (National Human Resources and
Employment Policy, as cited by Robinson &
Kengatharan, 2020).
 
3.2.4.1 Protecting labour rights 

According to the International Labour
Organisation (ILO), "Working conditions are at the
core of paid work and employment relationships.
Generally speaking, they cover a broad range of
topics and issues, from working time (hours of
work, rest periods, and work schedules) to
remuneration, as well as the physical conditions
and mental demands that exist in the workplace."
(ILO website, n.d.)
“The Sri Lankan government, factory owners, and
the international clothes brands sourcing from Sri
Lanka should protect the safety and employment
rights of garment workers during the Covid-19
pandemic.”

Trade unions and public health inspectors in Sri
Lanka have also reported numerous virus
outbreaks in factories, as well as in the congested
boarding houses where many workers live. Trade
unions have also alleged that employers were
under-testing and under-reporting cases to
maintain production levels (Human Rights Watch,
2021).

Following are quotations and excerpts from
studies that characterize the situation in Sri
Lanka:

"Our customers have postponed some of the
orders, and some have lost the orders while
some have deferred payments for our exports.
We are facing many financial issues. Given this
situation, it is very difficult for us to pay the
salaries of these employees for the months of
April and May. With no source of income, our
staff are also unable to repay the capital loans
they have already obtained. Our only
expectation at this moment is to protect our
valuable human resources.”

-Executive member at press conference of SMGEA,
20 April 2020 

(in Gunawardena, 2020)

“The risk of the virus being transmitted through
the transportation network should not be
ignored by the health planners." 

 
-Erandi K. K. W. H et al, 2020 

The author of the study above held discussions
with employees who could have worked from
home but who were required to report to work
due to irresponsible employer policies. Most Sri
Lankan companies simply do not having a culture
of, or technology for, managing the performance
remotely. (ILO, 2019)

CNBC (2020) lists several methods by which
employers monitor employees working from
home, such as monitoring work laptops and using
Zoom monitoring features. Gartner HR (cited by
CNBC, 2020) also found that 80 percent of
companies have been using such technology since
2020. In general,  technology should be used as
much as possible by responsible organisations to
get employees to work from 
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home if the Pandemic risk is prevalent and
working in offices poses a risk of being infected.

Regarding employee salary, throughout this
period it is assumed that SMEs are saving on
utilities and cost of food and beverages for
employees (tea, coffee etc.), although little
research has been published on this, and
employees have a right to know about these
savings for the purpose of contesting pay cuts.
And they have a right to transparent information
on how much of any savings will be utilized.
According to KPMG (2020, p7), sectors such as
tele-health, delivery platforms, online shopping,
e-learning, Fintech, and food and agri-tech did
benefit from the fact that face-to- face
consumption from a physical location was not
possible due to health risks that the Pandemic
presented.

3.2.4.2 Strategies for SME survival while
sustaining labour rights

In this period of COVID-19, the Pandemic has
triggered some SMEs in many industries to create
new strategies, which is setting the stage for a
new kind of long-term growth and market
leadership. For example, more restaurants are
delivering food, groceries and clothing are being
delivered by e-commerce, and hotels are catering
to local clients at local rates. Moreover, adopting
digital technologies is also helping SMEs to
enhance internal operations, improve
performance and efficiency, re-engineer business
models, minimize operation costs and even
enhance innovation by engaging in e-commerce.
(KPMG, 2020)

This all supports sustainability, which consists of
achieving a balance on the one hand between
sustaining labour rights of key internal
stakeholders, and on the other hand of fulfilling
the needs of the consumer environment. Business
models, process innovation, performance
efficiencies and effectiveness will drive consumer 

rights through equitable pricing and remote
working conditions, reducing costs and improved
efficiency and effectiveness in production,
yielding higher returns.

Another effect the Pandemic has had is to limit
income streams to SMEs, including limiting bank
loans, and this represents another stumbling
block for responsible business to SME employees.
They will find it difficult to provide products and
services to the consumer considering the
consumer rights pertaining to 4P’s of marketing –
place, price, product and promotions to ensure a
win-win situation between customers and
suppliers. This will pose challenges to SME actors
such as staff and other stakeholders as customers
may opt for cheaper, less-quality products due to
their loss of revenue during the pandemic, whilst
hindering labour-related rights such as salaries of
SMEs as opportunities to bid for government
contracts will be limited KPMG (2020).
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4.0 The responsible business
landscape of SMEs
This section provides an overview of the factors relating to Responsible Business Factors (RBFs)
analyzed in the survey. 

The main thematic areas compared across the various dimensions of analysis are:

environmental factors labour management practices gender inclusion

equality and discrimination consumer protection

sector;
size of business;
thematic scores by Industry size and location (Colombo or outside); and
gender inclusiveness by business size and location.

Researchers conducted the analysis by:
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All

By scale
By no. of years in

operation

 
   By sector

   

Small Medium 
Less

than 6
years

6 to
10

years

More
than

10
years

Agriculture Manufacturing Tourism Other
services

BASE
 

   128
   

 
   64

   

 
   64

   

 
   37

   

 
   39

   

 
   52

   

 
   36

   

 
   32

   

 
   29

   

 
   31

   

I am  unaware of
Responsible Business
Practices and do not
follow them.

 
  3%

  

 
  6%

  

 
  0%

  

 
  0%

  

 
  5%

  

 
  4%

  

 
  8%

  

 
  3%

  

 
  0%

  

 
  0%

  

 I am aware of Responsible
Business Practices but do
not follow them. 

 
  7%

  

 
  5%

  

 
  9%

  

 
  5%

  

 
  3%

  

 
  12%

  

 
  11%

  

 
  13%

  

 
  0%

  

 
  3%

  

I am aware of Responsible
Business Practices and
followed them before
COVID-19 but do not
follow them now.

 
  11%

  

 
  11%

  

 
  11%

  

 
  16%

  

 
  10%

  

 
  8%

  

 
  8%

  

 
  19%

  

 
  10%

  

 
  6%

  

I am  currently following
Responsible Business
Practices but not sure of
the future.

 
  13%

  

 
  13%

  

 
  14%

  

 
  16%

  

 
  10%

  

 
  13%

  

 
  19%

  

 
  9%

  

 
  14%

  

 
  10%

  

I am currently following
Responsible Business
Practices and will follow
them in the future as well.

 
  66%

  

 
  66%

  

 
  66%

  

 
  62%

  

 
  72%

  

 
  63%

  

 
  53%

  

 
  56%

  

 
  76%

  

 
  81%

  

5.0 Drivers and barriers
affecting focus on human
rights
During interviews, researchers provided a definition of  "responsible business practices" to ensure that
all respondents were acutely aware of what the UN Guiding Principles on Business and Human Rights
entailed.

Table 6.1 Awareness of, and practice of, RBPs

Note: This table summarizes employer response percentages to the question, "Which of these statements best describes your organization?"
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Nearly 90 percent of employers considered
good business practices to be important to
attract talent and to attract customers who
demand compliance with these requirements.
This was even more so (94 percent) for small
businesses.
82 percent of employers considered this "very
important" for their corporate image,
especially new businesses, at 88 percent. In
addition, 71 percent of businesses surveyed
also considered it important for their public
image.
Between 70 percent and 80 percent of
employers believed that good business 

After hearing these definitions, only 3 percent of
employers overall declared that they were not
aware of what RBP really meant, and 7 percent
declared that they did not follow RBPs despite
claiming that they were aware of them. Among
businesses operational for over 10 years, 12
percent said they did not practice RBPs, and
overall for agriculture 11 percent said they did not
practice RBPs and for manufacturing, 13 percent
said this. Responses from employers are
summarised in Table 6.1. 

In general, this research shows that businesses
had few 'issues' with RBPs - SMEs in tourism and
other services usually stated that they were aware
of them - yet one-tenth of respondents did say
that they  saw "no value" in them. And while clear
majority of the employers that participated in the
study declared that they were aware of RBPs and
were following them, 24 percent commented that
they were "doubtful that they would continue to
do so" or may not continue to do so in the future
due to the difficulties of the Pandemic. 
 
5.1.1 Drivers of Responsible Business
Practices

The employers that indicated that they were
following RBPs were asked what motivated them
to do so. Their responses are summarised in Table
6.2. Some key observations are as follows.

practices were important for maintaining a
positive and productive internal culture and
for catering to international markets.
Thirty-seven percent of employers believed
that there was pressure from shareholders to
adhere to responsible business practices and
36 percent responded that there was pressure
from international partners. 

Another driving factor to promote RBS was the
idea of attracting prospective employees with
qualifications and experience that could take an
organisation to a higher level. The Sri Lankan
public is also generally well aware of labour
regulations, laws and acts designed to protect
their rights, and a qualified person will be less
inclined to join an SME over a large organisation
with a good reputation if working conditions,
corporate culture or employee relations are do
not appeal to them. Branding is also important to
small enterprises that are still establishing
themselves and public image is another driving
factor in RBSs. 

The effect of pressure from international partners,
mentioned earlier, may not be a driving force
because many SMEs are family-owned and not
publicly held, and they cater to a local market or
just part of the supply chain of a large
organisation. They get limited or no international
exposure for their products. 
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Table 6.2 Businesses that responded "very important" to core reasons for following RBSs

 
    
   

 
    
   

Total Less than 6 years   6 to 10 years  More than 10 years  Business size 

 
    
   

 
    
   

C % C % C % C %

 Small Medium  

 
    
   

 
    
   

C % C %

Base: All respondents
 

  128
  

 
  100%

  

 
  37

  

 
  100%

  

 
  39

  

 
  100%

  

 
  52

  

 
  100%

  
 64  

 
  100%

  

 
  64

  

 
  100%

  

Reason for compliance
with RBPs

 
   
  

 
   
  

 
   
  

 
   
  

 
   
  

 
   
  

 
   
  

 
   
  

 
   
  

 
   
  

 
   
  

 
   
  

 
   
  

 
  Public opinion

  

 
  Very

important
  

 
  91

  

 
  71%

  

 
  29

  

 
  78%

  

 
  27

  

 
  69%

  

 
  35

  

 
  67%

  

 
  44

  

 
  69%

  

 
  47

  

 
  73%

  

 
  The corporate image that

the company wishes to
  establish or promote

  

 
  Very

important
  

 
  105

  

 
  82%

  

 
  33

  

 
  89%

  

 
  31

  

 
  79%

  

 
  41

  

 
  79%

  

 
  52

  

 
  81%

  

 
  53

  

 
  83%

  

 
  Internal culture

  

 
  Very

important
  

 
  100

  

 
  78%

  

 
  26

  

 
  70%

  

 
  33

  

 
  85%

  

 
  41

  

 
  79%

  

 
  51

  

 
  80%

  

 
  49

  

 
  77%

  

 
  Compliance - an evolving

group of sensitive
customers

  

 
  Very

important
  

 
  115

  

 
  90%

  

 
  33

  

 
  89%

  

 
  36

  

 
  92%

  

 
  46

  

 
  88%

  

 
  60

  

 
  94%

  

 
  55

  

 
  86%

  

Certifications/requirement
s of international markets

 
  Very

important
  

 
  84

  

 
  66%

  

 
  27

  

 
  73%

  

 
  21

  

 
  54%

  

 
  36

  

 
  69%

  

 
  41

  

 
  64%

  

 
  43

  

 
  67%

  

For better stakeholder
engagement

 
  Very

important
  

 
  99

  

 
  77%

  

 
  28

  

 
  76%

  

 
  29

  

 
  74%

  

 
  42

  

 
  81%

  

 
  52

  

 
  81%

  

 
  47

  

 
  73%

  

 
  Need to attract the best in
terms of human resources

  

 
  Very

important
  

 
  114

  

 
  89%

  

 
  32

  

 
  86%

  

 
  38

  

 
  97%

  

 
  44

  

 
  85%

  

 
  60

  

 
  94%

  

 
  54

  

 
  84%

  

 
  Pressure from
shareholders

  

 
  Very

important
  

 
  47

  

 
  37%

  

 
  15

  

 
  41%

  

 
  10

  

 
  26%

  

 
  22

  

 
  42%

  

 
  26

  

 
  41%

  

 
  21

  

 
  33%

  

 
  Pressure from

international partners
  

 
  Very

important
  

 
  46

  

 
  36%

  

 
  14

  

 
  38%

  

 
  9
  

 
  23%

  

 
  23

  

 
  44%

  

 
  24

  

 
  38%

  

 
  22

  

 
  34%

  

5.1.2 Barriers to responsible business practices

Among businesses that were aware of but did not follow RBPs, or had no plans to follow them, 32 percent
said it was because they saw no financial returns from it. Twenty-three percent "saw no benefit to the
organisation" and 32% did not consider them "relevant to today’s context". (This includes 41% of
Medium-sized businesses and 23% of small businesses) Fifty percent of the SMEs who were aware of RBSs
but did not practice them felt that way because they saw it as a "cost" a cost to the organisation. This may 
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Reason
 % of total 44

businesses
  % of small businesses (22

total)
 % of medium-dized

businesses (22 total) 

  Note:  data set 22 medium-sized and 22
small enterprises (44 total)

   

 It  is costly 18% 27%  9%

  I  don’t see financial returns  32%  27%  36%

  I  don’t see a benefit to the organisation 23%  32% 14%

  It  is irrelevant to today’s context  32%  23%  41%

  I  do not care about responsible business
practices

7% 5%  9% 

I  did not know about responsible business
practices before today

2%  5%  

be coupled with the impact of financial pressures businesses due to COVID-19 and also to lack of capacity
in financial management skills. Which suggests that the value and relevance of RBPs for long-term
benefits and sustainability may be a simple matter of communication. 

Q7. "You said that you are either not following RBPs or may not follow them in the future. Can you please
select your reasons from the list that is provided (or read out)?

Table 6.3 SMEs' Reasons for not following RBPs, among 44 businesses that were aware of but did not
follow them, or did not plan to follow them

As mentioned earlier, compliance with RBSs may be a function of the financial pressures faced by SMEs in
Sri Lanka today in the context of COVID-19, and this quote below from a tax and audit consultant provides
further insight:

Further evidence that COVID-19 has had a negative impact on employers’ perceptions and focus on RBSs;
as they are in survival mode, SMEs cannot not perceive the benefits of RBS. 

“The main issue that SMEs in Sri Lanka face today is their inability to manage the cash
flow. This is because most SMEs operate on bank loans and with overdraft facilities.
Generally, the borrowing is about 40 percent of the operational cost. That is the highest
cost of an average SME. As a result, some companies can hardly sustain their business.
Because of this type of financial management or lack of financial discipline, most SMEs
can’t develop or diversify their business because of the high borrowing cost.”
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For each of the SMEs participating in this workshop, the main motivating factor for their work on human
rights was the values instilled in the company by the leadership, who were often the founders of the
company. This intrinsic motivation was reinforced, and in some cases re-ignited, by a variety of other
concerns. For some, doing business with respect for human rights was seen as the only avenue for a
successful business in the long term.
A number of business-to-business (B2B) SMEs underlined that the expectations of their business
customers added a further rationale to their focus on human rights, with one highlighting that a project
on the living wage emanated from a customer’s request. It was the view of another that clients
increasingly expect respect for human rights as a baseline and that better performance on this agenda
can be the distinguishing factor if a buyer is choosing between two suppliers. 
The engagement and motivation of employees within SMEs further fuelled the participants’
commitment to human rights. One participant explained that their company had recently been voted
one of the top three businesses to work for in their country in large part due to their work on
sustainability. This, in turn, has knock-on effects for the business.
It was suggested that lenders, investors and sourcing firms could do more to reward those SMEs that
focus on human rights with increased capital and market access. This point was supported by a
business participant's observation that SMEs - with their inherent flexibility - tend to respond more
quickly to take advantage of market incentives than larger companies.
Many SMEs talked of a general company culture that focused on understanding the different family and
business backgrounds of vendors, as well as empathy for workers and their empowerment, which lent
itself to supporting respect for human rights. SMEs relatively reduced resources makes treating their
people well, and ensuring employee motivation, of paramount importance.
Many participating SMEs also described feeling remote from formal corporate language and approaches
associated with larger firms, as well as abstract human rights terminology. They were accustomed to
doing business in simpler, face-to-face and more authentic ways, which had implications for their work
on human rights. This could be an asset when developing and embedding a policy commitment on
human rights. One participant said that producing a policy statement on human rights initially felt
"stale" and "corporate" and was received with suspicion by employees and trusted suppliers. Thus, the
way that a policy commitment is written and communicated needs to be in line with the culture and feel
of the company, rather than carried out as a dry, top-down, box-ticking exercise. 

Research: 
International Organisation of Employers (2019). SMEs and the responsibility to respect human rights - A
summary of a workshop with SMEs and IOE members on the UN Guiding Principles on Business and Human
Rights (UNGPs).

About of the study and relevance: 
provides an overview of key takeaways from an April 2019 workshop with IOE members and 14 SMEs on
challenges and good practices in implementing the UNGPs. The participating SMEs came from a range of
sectors and countries.

Key findings: 

A joint IOE/ILO 2016 survey of more than 250 SMEs from 32 countries identified core challenges that SMEs
face in meeting their human rights responsibilities, where RBSs indicate concern for human rights, such as:
a lack of resources (46 percent), not being sure of their obligations in light of government duties (36
percent), laws not being enforced (36 percent), difficulty operating in situations where fundamental
economic,  environmental and social, standards are not part of national law (31 percent) and difficulty
translating policy commitments into relevant operational procedures (29 percent).
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 Total

By  size Years  in operation  By sector  

Small Medium
Less

  than 6
 6  to

10
More

  than 10
Agriculture Manufacturing Tourism

 Other
services

Number surveyed 128 64 64 37 39 52 36 32 29 31

The  financial performance of my
company has improved after COVID-19.

2% 3% 0% 3% 3% 0% 0% 3% 0%  3%

The  financial performance of my
company has not changed since the
COVID-19 pandemic started.

6% 5%  8% 5%  5%  8% 11% 13%  0%  
 

   0% 
  

The  financial performance of my
company has got slightly declined after
the  COVID-19 pandemic starte

41%  34% 47% 35% 38% 46% 56% 41% 14%  48%

The financial performance of my
company is  very bad after COVID -19

 
  52%

  

 
  58%

  

 
  45%

  

 
  57%

  

 
  54%

  
46% 33% 44% 86%  48%

6.0 Impact of COVID-19
on SMEs

the financial impact on businesses
environmental responsibilities
labour practices
Gender equality and discrimination
consumer protection

The COVID-19 pandemic has created a
challenging time for many businesses. This
section looks at the SME landscape from the
following perspectives:

6.1 The financial impact on businesses

Employer perspective

In Sri Lanka, 58 percent of small businesses and
45 percent of medium-sized businesses have
been impacted significantly by COVID. Tourism
has been affected the most, where all survey
respondents stated that they had been affected 

 somehow and 86 percent indicated significant
financial impact. Ninety-six percent of other
services have also been impacted, while overall
financial performance has slightly declined for 41
percent of businesses, primarily medium-sized
enterprises. Only 3 percent of manufacturing
businesses experienced growth during the
Pandemic.

Ultimately, over half of the businesses surveyed
have been significantly affected by the
Pandemic, with over 90 percent affected
negatively in some way. The tourism industry has
been hit the hardest due largely to restrictions in
air travel as well as in road transport, with the
resultant sharp drop in foreign and domestic
travellers. Only 8 percent of SMEs saw either
improved performance or no decline in
performance due to COVID 19.

Q5. Which of these statements best describes your organisation?

Table 7.1 Impact of COVID-19 on financial performance 
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“It is a difficult situation. Especially with the salary deduction, we have to limit our expenses.
Sales have dropped. Customers are unable to come. We have to release some payments from 
 customers. So our total income has reduced.
Our company got affected severely with this COVID-19.”
- Accountant at a property development company

Employer perspective

As mentioned above, only 8 percent of employers
surveyed stated that the financial performance of
their companies had either improved or had not
changed after COVID. According to employees
that participated in the study, 48 percent of SMEs
surveyed have been able to pay their employees
without any salary cuts. This was particularly
true for 64 percent of businesses that had been
operational for over 10 years. And despite being
heavily affected by COVID and by the effects of
the Easter Bombings of 2019, 32 percent of SMEs
in Tourism managed to pay employees during
lockdowns.

Where this resilience occurred, it may have been
due to a business' financial strength obviously
from their longevity. However,  17 percent of
employees surveyed overall also stated that
some colleagues had lost their jobs. In "other
services" this was 12 percent, in manufacturing,
14 percent, in agriculture, 18 percent, and in
tourism, 24 percent. 

Six percent of respondents also stated that there
had been retrenchments plus salary cuts and in-
depth interviews suggested that SMEs had used
COVID as an opportunity to retrench staff that
were considered to unnecessary. However that
may have been the opinion of the respondent.  

Research: 
Rusniya, H.F. & Nufile, A.A.M. (2020). The Impact of COVID-19 on the Sri Lankan Economy. KALAM
International Research Journal, South Eastern University of Sri Lanka.

Objective of the study: 
This research examines the economic impact of COVID-19 on the Sri Lankan economy to identify the impact
on key economic sectors such as tourism, food and agriculture, garment and textile export, and small- and
medium-scale enterprises.

Relevance: 
Focuses on the impact of the Pandemic on SMEs in multiple sectors.

Methodology: 
Based on quantitative and qualitative secondary data sources such as the report of the Central Bank of Sri
Lanka, Asian Development Bank (ADB) reporting, published articles and newspaper reports, reporting by the
Sri Lanka Tourism Development Authority, a report by the WHO, and numerous  journals.

Key findings: 
This study found that the key income earning sectors mentioned above have been adversely affected by the
COVID-19 pandemic. Production and employment at most SMEs have been significantly impacted, and
approximately 80 of businesses surveyed have suffered a drop; more than 80 percent had reduced sales due
to delayed or cancelled orders by domestic and foreign buyers. 
The accommodation and food service sectors, both major elements of the tourism industry, were the most
severely affected, while approximately 10 percent of SMEs in the apparel and textile industries in Sri Lanka
suffered drops. 
However, nearly 15 percent of SMEs said that they have benefited from the current crisis too. Retail and
wholesale trade, Ayurvedic medicine and computer sales have been continuing their business without
significant drops.
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 All

By Scale    No. of Years employed in the organisation
 

   By Sector
   

 Small  Medium

Less
than
one
year

1 to 2
year 

 3 to 5
years 

5 to 10
years  

More
than 10

years
 Agriculture Manufacturing Tourism

Other
service

BASE
 

  347
  

 
  177

  
170 34 94 124 56 39 87 88 82  90

There were salary cuts plus
retrenchment of staff in our  

 organisation because of COVID
6% 7% 5% 18% 7% 5% 4%  0%  0% 8% 11% 6%

There were no salary cuts, but
some of the staff lost their jobs

11% 11% 10% 6% 6% 14% 11% 15% 18% 6% 13%  6%

There were salary cuts during
lockdowns and even at present

8% 11% 5% 9% 7% 12% 5% 0%  2% 0% 22% 9% 

There were salary cuts because of
work loss during the lockdown

period.
26% 31% 21% 12% 22% 28% 39% 21% 20% 38%

 
  22%

  

 
  24%

  

The organisation paid the total
salaries of staff members during

the lockdown period

 
  48%

  

 
  38%

  

 
  59%

  

 
  53%

  

 
  56%

  

 
  39%

  

 
  41%

  

 
  64%

  

 
  57%

  

 
  48%

  

 
  32%

  

 
  54%

  

Don't Know/Can't Say 1% 2% 1%  3% 0% 2% 0% 0% 2% 1% 0% 1%

Q32. Which of these statements best describesyour organization?

Table 7.1 Impact of COVID-19 on financial performance 

Insights from key informants

The survey found that some employees of SMEs
had to "continue working hard" even with a salary
reduction. Asked about working conditions one
respondent said:

“Yes, there is a salary reduction, but the workload
has not reduced. So, I can’t blame the company.” 
and…
“Working conditions haven’t changed, but now
we have more work.”

Some employees have dealt with the salary
reductions by cutting their own personal costs
and practising financial discipline at a time when
everyone is having difficulties, even with
intensifying workloads due to backlogs and
delays. One employee of an apparel factory
commented: 
"We have to understand the situation in the  

country. If we earn 1000 rupees and spend 2000,
there is no balance left. So we have to practice to
spend 800 rupees to have a balance left.” 
and…
“We experienced a reduction in the number of
orders, and we stayed at home for a long period,
but the employer paid the salary, but only the
salary, with no extra allowances."
and…
“Now the workload has intensified and we are
clocking in more hours. Mostly this is due to
covering for the time lost during lockdowns.” 

One survey respondent who worked as a tax
consultant said: “Service staff, those in HR,
Accounts and Marketing, have really been
affected. They have lost their jobs. However, the
critical positions have been retained in
companies. Some have been asked to stay at
home, and their salaries have been paid. That is
because those positions are difficult to fill.”
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A labour officer from the Maharagama area said
about payment of salaries: “Ninety percent of the
companies have paid the salaries of the staff.
However, a small number are finding it difficult to
pay salaries in this area Maharagama."

Some employees who are paid mainly on
performance or commission have been
significantly affected too. One employee of a local
restaurant chain that pays on commission
commented:

“Constant communication with the employer is
reduced. I am paid based on commission. I feel
demoralized, as only sales commission is
received. There is a massive reduction in the
income of the company due to COVID-19.” 

One respondent working as a tax and audit
consultant said: 

"The main issue that SMEs in Sri Lanka face today
is their inability to manage the cash flow. This is
because most SMEs operate on bank loans and
with overdraft facilities. Generally, the borrowing
is about 40 percent of the operational cost. That is
the highest cost of an average SME. As a result,
some companies can hardly sustain their
business. Because of this type of financial 

management or lack of financial discipline, most 
SMEs can’t develop or diversify their business 
because of the high borrowing cost.”

and…

“No one expected something like COVID-19. SMEs, 
in general, do not have a cash back-up. Suppose I 
categorise SMEs as A, B and C; maybe 5% or 10%
have cash reserves. So only 10% of the SMEs can 
sustain their business in a crisis. Another 25% (The 
B category) that are in a survival mode will be 
affected, but they will still survive with some cost-
cutting or changes in their business strategy. 
Finally, the ‘C’ category, which is about 65% of the 
SMEs that are carrying out their business with 
great difficulty even in normal conditions, may 
have to close down. Some of these companies rely 
on raw materials that are imported. With import 
restrictions and rising exchange rates, these 
companies cannot survive.” 

Many SMEs ultimately have low cash reserves to 
begin with, making it difficult to uphold 
commitments to stakeholders such as suppliers 
and, as demonstrated above, employees, causing 
the salary cuts, job cuts and other reductions, as 
demonstrated based on the insights from the key 
informant interviews.

The "cash conversion cycle" of a business expresses the length of time, in days, that it takes for a
company to convert its investments in inventory and other resources into cash flows from sales. The
COVID-19 lockdown has reduced economic activity significantly and supply chain disruptions have
'stretched out' this cycle. SMEs also need to continue paying recurrent costs for their business
continuity, such as office rental and salaries, and as a result are incurring losses and delaying debt
payments. Their immediate financial needs have thus been sharply increasing, to (1) minimise the
negative impacts of business disruptions and retain employment and (3) take precautionary measures
for uncertainty of the scale and duration of the impacts of COVID-19. Most SMEs are also hesitant to
accumulate high-interest debt and roll-over risk of working capital without sufficient revenue.
Yet new business opportunities are emerging, and SMEs in the food and beverage industry, as well as
retail and wholesale trade, are likely to experience significant demand from the community due to
changes in people's behavioural under lockdown. In addition, manufacturers of consumer durable
items are scaling up due to demand driven by work-from-home arrangements. SMEs will thus also need
to strengthen infrastructure to cater to more online services and logistics as consumers enjoy this
convenience. 

Report: 
Asian Development Bank (2020), Assessment of the Impact of COVID-19 on Finance for Small- and Medium-
Sized Enterprises in Sri Lanka
Relevance: 
The study provides an overall look at the impact of the Pandemic on SME business operations in Sri Lanka.
Key findings: 
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The survey found that WSMEs were less likely to have made staff redundant, to have granted staff leave
with or without pay, or to have reduced staff salaries as a result of COVID-19. WSMEs also tended to have
fewer employees.
Twelve percent of all SMEs requested support for managing employees and HR matters during COVID-
19.
The financial impact on businesses:
Eight out of ten SMEs had to seek external funding to make up some shortfall in debt repayment, with
over one-quarter reporting they were unable to access funds to make up the shortfall. Over three-
quarters of SMEs reported difficulties accessing their regular financial services.
WSMEs were the least likely to have taken a loan from a formal financial institution and significantly
more likely to have borrowed from friends or family.
While most WSMEs experienced difficulties accessing their usual financing, they were slightly less likely
to report difficulties than MSME or JSME. For example, 72 percent of WSMEs reported difficulties,
compared to 75 percent of MSME and 85 percent of JSME.
When asked what type of support SMEs wanted from their financial institution to help manage their
business during COVID-19, JSMEs were most likely to request further loan payment moratoriums or
working capital loans. At the same time, WSMEs and MSMEs were most likely to request working capital
or other types of loans (over two-thirds respectively).

Research: 
International Finance Corporation (IFC)(2020), Gendered Impacts of COVID-19 on Small- and Medium-Sized
Enterprises in Sri Lanka.

Objective of the study: 
To see the impacts experienced by women-owned SMEs (WSME) compared to those owned by men (MSME)
and those owned jointly by a woman and a man (JSME). Research was conducted between 22 June and 22
July, 2020, with SME clients.

Relevance: 
The study considered how gender of the business owner played a role in terms of responsible business
practices, human rights of employees and responding to the financial challenges due the Pandemic.

Methodology: 
Telephone survey with owners and/or managers of 413 SMEs from across Sri Lanka. Twenty-five follow-up
qualitative interviews were conducted with 15 women business owners, five male business owners and five
businesses jointly owned by men and women.

Key findings: 
Two-thirds of SMEs reported a decrease in demand for their products or services since COVID-19. Almost
three-quarters reported decreased sales, with companies in the agriculture, manufacturing and
construction sectors hit the hardest, followed by the services sector. Almost two-thirds of those that
experienced decreased sales saw a drop of more than 25 percent on their pre-COVID monthly average.
Labour law practices:
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Question to employer  All

By scale By no. of years in operation By sector

Small Medium
 Less

than 6
years

6 to 10
years

 More
than 10

years
Agriculture Manufacturing Tourism  Other

services

Base 128 64  64 37 39 52 36 32 29 31

Q9. We are careful when
sourcing raw materials to see

there is nothing that harms
our employees or the

environment.

88% 89% 88% 81% 92% 90% 89% 78% 93% 94%

Q10. We pay careful attention
to ensure that our

manufacturing process does
not harm the environment.

89% 91% 88% 81% 92% 92% 94% 91% 86% 84%

 Q11. We make sure that
harmful elements, if any, are

not discharged into the
environment.

95% 95% 94% 97% 95% 92% 97% 94% 100% 87%

Q12. There is enough
ventilation for all staff within

the working environment.
 92% 91% 94% 89% 92% 94% 92% 91% 97% 90%

Q13. We follow public health
guidelines in our organization.

94% 94% 94% 92% 95% 94% 100% 84% 100% 90%

Q14. We have a written
environmental safety policy.

 65% 50% 80% 65% 59% 69% 69% 56% 69% 65%

6.2 Environmental and Employee Working Environment Responsibilities

This section considers the responsibilities that SMEs have toward the environment and toward
employees in terms of sourcing raw materials, elements discharged into the environment, internal
operational or manufacturing processes as well as the overall health and wellbing of employees.
Employers and employees were specifically asked how well the statement, “we make sure that harmful
elements, if any, are not discharged into the environment", represented their company. Ninety-five
percent of employers and 91 percent of employees surveyed confirmed that their companies did make
sure that harmful elements were not discharged into the environment.

In the manufacturing sector, where sourcing raw material is a primary activity, slightly fewer employers
responded in the affirmative. Further, 6 percent of employers in the manufacturing sector admitted in this
study that their raw material sourcing process may harm the environment. This sector will require
sourcing of more complex material which may need to be handled with environmental concerns in mind.

Table 7.3 Employer responses on environmental responsibilities

Note: Percentages denote affirmative responses.
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Question to employee  All

By scale  By no. of years in operation By sector 

Small Medium
Less
than
one
year

1 to 2
years

3 to 5
years

5 to 10
years  

More
than 10

years
Agriculture Manufacturing Tourism Other

services

Base 347 177 170 34 94 124 56 39 87 88 82 90

 Q15. The organisation is careful
when sourcing raw materials to see

there is nothing that harms our
employees or the environment.

88% 89% 86% 79% 84% 90% 95% 85% 91% 90% 85% 84%

Q16. We pay careful attention to
ensure that our manufacturing

process does not harm the
environment.

87% 88% 86% 82% 84% 90% 91% 82% 94% 86% 84% 83%

Q17. We make sure that harmful
elements, if any, are not discharged

into the environment.
91% 91% 91% 79% 89% 95% 95% 85% 94% 91% 91% 87%

Q18. There is enough ventilation for
all staff within the working

environment
95% 95% 94% 94% 95% 97% 98% 85% 94% 91% 100% 94%

Q19. The organization follows public
health guidelines. 95% 94% 96% 88% 94% 98% 100% 87% 97% 90% 99% 96%

 Q20. We have a written
environmental safety policy. 59% 50% 68% 59% 55% 56% 64% 67% 67% 57% 63% 49%

Table 7.4 Employee responses on environmental responsibilities

Note: Percentages denote a positive response

The survey also asked about ventilation for staff in their working environment and how well the
organisation followed public health guidelines. Overall, both employees and employers gave affirmative
responses; 84 percent of employers in the manufacturing sector indicated that they followed public health
guidelines, which was lower than for the other sectors.

Between 50 and 70 percent of employers and employees also said that their organisations did have written
environmental policy. Medium-sized businesses have more affirmative responses here than did small
businesses, however, demonstrating that with business maturity comes greater likelihood of having an
environmental policy. However, responses for having an "environmental safety policy" were distinctly low.
And many businesses in general still did not have environmental policy at all or clearly communicated
policies for their employees.

And while there were many affirmative responses, these were based solely on the opinions of the
respondents than hard evidence. Employees, for example, may not have fully understood or had detailed
knowledge of the exact level or types of pollution caused by the business or the appropriate level of
ventilation they required based on government regulations or from a medical-safety perspective. A more
in-depth study may be required to get a more accurate picture.

Overall, nearly 80 percent of responses from both employers and employees on business practices
regarding the environment (overall environment impact as well as working environment) were affirmative,
with the exception of "having a formal written environmental policy". 

ADOPTING RESPONSIBLE BUSINESS PRACTICES IN A COVID-19 ERA: LESSONS FROM MSMES IN SRI LANKA 24



 All

By scale Years in operation By Sector

Small Medium
Less

than 6
years

6 to 10
years

More
than

10
years

Agriculture Manufacturing Tourism Other
services

Base 128 64 64 37 39 52 36 32 29 31

Q15. All workers in my
organization are paid EPF and

ETF.
48% 38% 58% 41% 38% 60% 31% 34% 66% 65%

Q16. There are agreed working
hours for all our staff. 80% 78% 81% 78% 82% 79% 78% 69% 83% 90%

Q17. We do not hire anyone below
16 years of age. 91% 91% 91% 84% 90% 96% 86% 88% 97% 94%

Q18. I am certain that my
suppliers and/or external

contractors do not hire anyone
below 16 years of age.

91% 94% 88% 89% 87% 94% 94% 91% 93% 84%

Q19. Leave is given to staff
according to their entitlement. 88% 86% 89% 89% 85% 88% 89% 84% 83% 94%

Q20. We arrange regular training
programmes for my staff. 46% 44% 48% 49% 38% 50% 42% 28% 52% 65%

Q21. Our staff is given the
opportunity to negotiate with

senior management.
90% 84% 95% 86% 90% 92% 89% 91% 93% 87%

Q22. There is transparency in the
company policy, and we are

provided with all information that
staff should know (right to

information).

83% 84% 81% 89% 77% 83% 83% 75% 86% 87%

Table 7.5 Employer labour law practices

6.3 Labour management practices

Complying with all applicable laws and respecting human rights is a foundational principle highlighted by
the United Nations Guiding Principles (UNGPs)(2011). This section considers how SMEs in Sri Lanka have
focussed on adherence to labour laws in the country, while providing opportunities for training as well as
allowing employees to negotiate with management when needed.

“Businesses may be involved with adverse human rights impacts either through their own activities or as a
result of their business relationships with other parties’’ (United Nations Guiding Principles, 2011). In these
survey results, both employers and employees (75 percent) responded in the affirmative that businesses
did not hire underaged employees, did have confidence in suppliers not doing it either, did provide
adequate leave for staff, did provide opportunities to negotiate with management, and did provide
information that employees should know in relation to their employment.
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 All

By scale Years in operation By sector

Small Medium 
Less
than

one year
1 to 2
years

3 to 5
years

5 to 10
years

More
than 10

years
Agriculture Manufacturing Tourism Other

services

Base 347 177 170 34 94 124 56 39 87 88 82 90

Q7. All workers in our
organization are paid

Employees Provident Fund
(EPF) and Employee Trust Fund

(ETF).

45% 30% 61% 18% 35% 43% 64% 72% 30% 42% 61% 48%

Q8. There are agreed working
hours for all our staff. 86% 86% 85% 76% 85% 85% 96% 82% 89% 76% 93% 86%

Q9. The company does not hire
anyone below 16 years of age. 93% 95% 90% 82% 89% 97% 96% 90% 92% 93% 95% 90%

Q10. I am certain that my
suppliers and/or external

contractors do not hire anyone
below 16 years of age.

92% 93% 91% 79% 88% 96% 96% 92% 89% 93% 95% 91%

Q11. Leave is given to staff
according to their entitlement. 86% 86% 87% 74% 89% 85% 95% 82% 94% 81% 88% 83%

Q12. We have regular training
programmes in our

organisation.
43% 44% 42% 26% 50% 42% 41% 46% 46% 30% 41% 54%

Q13. We are given the
opportunity to negotiate with

senior management concerning
salary and entitlements.

88% 90% 87% 74% 85% 91% 96% 90% 89% 91% 94% 81% 

Q14. There is transparency in
company policy, and we are

provided with all information
that staff should know (right to

information).

87% 91% 84% 79% 90% 85% 91% 90% 90% 86% 91% 82%

Q5. There is a detailed written
job description

  made available to staff.
40% 25% 56% 26% 36% 40% 46% 51% 36% 38% 50% 38%

Q6. Most of the employees are
at present working

  from home.
18% 14% 22% 21% 16% 18% 13% 26% 17% 16% 9% 28%

Table 7.6 Employee responses on labour law practices

Although there were fewer affirmative responses on payment of EPF/ETF contributions, provision of
training and provision of written job descriptions, 86 percent of employees (vs. 88 percent of employers)
believed that they were offered leave according to their entitlement. (In Sri Lanka, employees of less than
one year are given limited leave in most establishments as allowed by statute.)

Overall, over 83 percent of respondents, both employers as and employees, indicated that: 

·there were agreed working hours for all staff; 
·their organisations or their suppliers did not conduct under-aged hiring;
·leave was given to staff according to their entitlement;
·staff were given opportunities to negotiate with management; and
·employees were provided with "all information that staff should know".

Yet just 48 percent of employers indicated that they paid EPF/ETF and just 46 percent said that they
provided regular training to staff. Employee responses on these points were yet lower, at 45 percent and
43 percent respectively. Only 40 percent of employees indicated that they had written job descriptions; at
medium-sized enterprises specifically this was 56 percent. Thus, presence of a job description appears
overall to be less prevalent in Sri Lanka as a business practice and warrants more employer awareness as a
best practice. 
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6.3.1 Payment of employee-provided fund and
employee trust fund contributions

Employers in Sri Lanka must contribute to the
Employee Provident Fund (EPF) and Employee
Trust Fund (ETF), and is illegal to not do so.

But the reality on the ground is more complex. The
tax consultant interviewed for this study responded:
“salaries of staff are structured as 'low basic plus
allowances'."

"I know that many companies have cut allowances
of their staff after COVID-19. For example,
companies cut travel allowances, communication
allowances, all types of allowances from the staff
cost. To my knowledge, some of the SMEs that
provide services had cut as much as 30 to 40
percent of the salary bill by cutting allowances
during the lockdown. Some are still cutting the
salary bill by 20 percent." 

The Labour Officer from the Maharagama area
quoted earlier in this study also responded:
"Companies break up the salaries into 'basic' and
'allowances', and EPF contribution comes from the
basic pay. I wouldn’t know the exact internal
payment structure of given company. It is decided
and agreed upon by the employer and employee.”
 
As these findings suggest, then, some employers
ultimately circumvent EPF/ETF obligations by hiring
part-time workers and/or structuring salaries by
breaking them up as basic salaries plus allowances
so that they contribute to EPF and ETF from basic
salary only. Which may mean that stronger
regulations and compliance monitoring may be
needed.

Financial challenges caused by the Pandemic, as
well as deficiencies in cash management practices,
may also affect SMEs' payment of statutory
contributions, resulting in only partial payments of
and the resulting penalties. The Labour Officer from
Maharagama quoted earlier responded:
 
“Only about 40 percent of companies have sent in
their EPF contribution to the (Labour) Department.
They have deducted EPF from the employee but not
sent in the contribution to

Labour Department. They wait until the last
moment, and sometimes, since they have spent
the money, they cannot deposit on the deadline
and are compelled to pay the surcharge.”

In total 79 percent of employers indicated that they
knew about these RBSs and followed them at time
of study. But many do seem to follow only those
practices currently being enforced by law and
those that are easy to provide, such as the "ability
to negotiate."

6.3.2 Agreed working hours

In Sri Lanka, there are a Factory Ordinance, Wages
Board Ordinance and Shop and Office Act, which
stipulate number of working hours and leave
entitlements. And in this survey, 78 percent of
small businesses overall and 81 percent of
medium-sized businesses overall had agreed
working hours for their employees. Eighty-six
percent of employees surveyed also indicated that
they had agreed, set working hours. However, in
the Manufacturing sector a slightly lower 76
percent of employees indicated this. Due to
lockdowns employees in the manufacturing sector
may have had to work longer hours to meet new
production targets. In one finding, 76 percent of
the employees who had been at the organisation
for less than one year stated that they had agreed
working hours.
 
6.3.3 Employee training

Employee training is important for professional
development. Training and motivation is found to
be key in improving employee performance (Khan
M.I., 2012). However, in this study, among
employees who had been at their organisation for
one year or less, only 26 percent indicated that
they had received training. Financial challenges
after the Easter bombings, and then due to COVID,
have forced businesses to cut costs, and training is
usually one of the first items to be cut. The tax
consultant interviewed for this study corroborated
this: "Staff training has been cut during the last two
years after the Easter bombings by the companies I
deal with. There is zero spending for training, or at
least training is not reflected in their financial
statements.” 
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Total Management and
   clerical

Skilled and
unskilled

C %  C % C  %

Base 347 100% 106 100% 241 100%

Q4. Employees have formally
   issued letters of appointment.

Totally misrepresents my company 85 24% 14 13% 71 29%

Somewhat misrepresents my company 21 6% 3 3% 18 7%

Neither describes nor misrepresents
my company 26 7% 6 6% 20 8%

Somewhat describes my company 61 18% 18 17% 43 18%

Accurately describes my company 135 39% 62 58% 73 30% 

Don't know / can't say 19 5% 3 3% 16 7%

Research: 
Robinson, J., & Kengatharan, N., (2020). Exploring the Effect of COVID-19 on Small and Medium Enterprises:
Early evidence from Sri Lanka, Journal of Applied Economics and Business Research, 10(2) 115-125

Methodology: 
Researchers conducted 14 telephone interviews in Tamil with SME operators representing hotels, apparel,
food production, restaurants and communication industries. 

Relevance: 
Focuses on the financial challenges that SMEs faced in the Pandemic and how businesses regarded
employee job security and hiring decisions. 

Key findings: 
Owing to the reduction in demand, SMEs could not make reasonable revenues and businesses in the study
said that they were at risk of shutting down. Most of the SMEs idled during COVID, participants said, were
"providing limited services, so we don't need all employees to run our business now". The apparel industry
in particular also had to contend with a shortage of raw materials, 70 per cent of which come from China
and India. And ultimately most SMEs stressed the acute need for more government support in general.
On labour law and "human capital", while the majority of SMEs reported that they had not laid off any of
their permanent employees, they did lay off temporary/casual/seasonal staff. There were freezes on
recruitment as well. Many also reported, however, providing their "facilities for travel", and many have
made attempts to keep their workplace free from COVID. 
Respondents also emphasised the oneed for tailor-made compensation policies for employees, as well as a
need (1) to "reduce the emotional distance between management and employees" and (2) ensure
availability of training and counselling for employees affected by the Pandemic.

6.3.4 Issuing letters of appointment to staff

In the survey, only 39 percent of employees indicated that they had been given formal letters of
appointment. This included 58 percent of management and clerical staff and 30 percent of the skilled
and unskilled workforce. 

Table 7.6 Employee responses on labour law practices
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As shown in Table 7.7, 39 percent of employees
overall stated that their organisation had formally
issued letters of appointment while 24 percent
indicated that they had not been issued
appointment letters. (13% of management and
clerical staff, and 29% of the skilled and unskilled
workforce.)

As the qualitative research revealed many small
businesses are family owned and managed
informally. Therefore, this is an area that needs
improvement from SMEs overall.

“A fair number of SMEs are family business, and
they informally manage their staff.”

 - Respondent working as a tax consultant

6.3.5 Employees working from home

Unlike COVID lockdowns in some countries where
citizens were still able to drive to the grocery store
or walk in the park, Sri Lanka took relatively more
stringent measures to ensure that people stayed
home. The focus was to prevent non-essential
travel, and only essential workers or those who had
a valid reason to leave their homes could go, but
they required a curfew pass from the police.
Workplaces, schools and businesses were largely
closed and only essential service providers were
allowed to stay open and make deliveries to
residential areas. This naturally caused major
disruptions to lives and incomes (Hettiarachchi et
al,2020).

This study asked employees whether most people
in their organisation were working at home at time
of the survey and just 18 percent responded yes.
Mean calculation also revealed that scores on this
for all sectors were less than 3 (on a scale of 1-5)
clearly indicating that many employees of SMEs
were reporting for work. In total, 38 percent of
employees in agriculture, 58 percent in
manufacturing, 56 percent in tourism and 40
percent in 'other services' indicated they were not
working from home.

Under COVID restrictions, many businesses also
required employees to report on a roster basis and
one respondent, an accountant working for a
property development firm, said: "Initially we all
worked entirely from home. After that, two to three
days per week. Now, on weekdays, we come to the
office, we work on Saturdays according to a
roster.”

Other respondents preferred the time away from
office, one employee of a pharmaceutical company
saying: "It was easier to work from home rather
than going to the office daily. Time is saved. But we
do our job perfectly. Both sides are happy.” 

However, some employees reported having
difficulty balancing family life and working at
home, and one respondent said: “For me, it is
difficult to work from home with my small children.
As a mother, I have to attend their online school
classes during the daytime. In addition, I have to
look after their needs if I am at home.”

Publication: 
Human Rights Watch (2020), Human Rights Dimensions of the COVID-19 Response. 

Relevance: 
Considers the impact of COVID restrictions on human rights, as well as the appropriate governance process
needed when restrictions are placed on the public due to emergencies such as the COVID-19 Outbreak.

Key findings: 
The Human Rights Watch (HRW) publication states: "International human rights law, notably the
International Covenant on Civil and Political Rights (ICCPR), requires that restrictions on rights for reasons
of national emergency be lawful, necessary, and proportionate. Restrictions such as mandatory quarantine
or isolation of symptomatic people must, be at a minimum, and be carried out under the law. They must be
strictly necessary to achieve legitimate objectives, based on scientific evidence, proportionate to achieving
the objectives, neither arbitrary nor discriminatory in the application, of limited duration, respectful of
human dignity, and subject to review."
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 All

By  scale  Years  in operation By  sector

Small Medium
Less

  than 6
years

6
  to 10
years

More
  than 10

years
Agriculture Manufacturing Tourism Other

services

 
  Base

  

 
  128

  

 
  64

  

 
  64

  
  37

  

 
  39

  

 
  52

  

 
  36

  

 
  32

  

 
  29

  

 
  31

  

 Q23. We hire persons for a job
irrespective of the gender.

 
  63%

  

 
  61%

  

 
  66%

  
  70%

  

 
  49%

  

 
  69%

  

 
  86%

  

 
  56%

  

 
  45%

  

 
  61%

  

Q24. We have separate facilities for
female staff to meet their needs

safely and comfortably. For
example, separate facilities for

breastfeeding mothers.

 
  64%

  

 
  56%

  

 
  72%

  
  65%

  

 
  59%

  

 
  67%

  

 
  72%

  

 
  63%

  

 
  62%

  

 
  58%

  

Q25. There is a clear, written policy
of zero tolerance for sexual

harassment and abuse in our
organisation.

 
  86%

  

 
  88%

  

 
  84%

  
  86%

  

 
  79%

  

 
  90%

  

 
  83%

  

 
  91%

  

 
  93%

  

 
  77%

  

Q26. Regular training programmes
are conducted in our organisation

concerning zero tolerance for
sexual harassment and abuse.

 
  48%

  

 
  44%

  

 
  52%

  
  43%

  

 
  44%

  

 
  54%

  

 
  47%

  

 
  44%

  

 
  52%

  

 
  48%

  

Q27. Our organisation has never
been accused of sexual bribery.

 
  82%

  

 
  77%

  

 
  88%

  
  73%

  

 
  72%

  

 
  96%

  

 
  78%

  

 
  88%

  

 
  93%

  

 
  71%

  

6.4 Gender inclusion

This section considers the importance that
employers have placed on gender inclusion and
equality for their employees. During outbreaks,
women endure additional burdens associated with
both paid and unpaid work, often without
consideration or the alleviation of other
responsibilities (McLaren, H. J. et al 2020). This
study to considers what steps employers have
taken to be sensitive to the challenges that women
face and whether they have given priority to gender
inclusion in the wokplace. It considers hiring
decisions, provision of special facilities for

6.4.1 Hiring irrespective of gender

In this survey, 63 percent of employers, and 63 percent of employees as well, stated that their SMEs
hired persons "irrespective of gender". Gender appears to be criteria for hiring decisions, mainly in
manufacturing (19%) and tourism (24%), compared to other sectors. The Tourist and manufacturing
sectors are more gender biased in their hiring decisions than other sectors. Although 73 percent of
female employees did say that their organisation hired employees irrespective of gender where just 56
percent of males said this.

women when needed, policies and training on zero
tolerance for sexual harassment and abuse, and
whether participating SMEs have been faced with
allegations of sexual abuse.

Overall, small businesses scored more poorly on
this than did medium-sized businesses on average.
And in manufacturing, there were fewer responses
in the affirmative from employees on gender
equality in hiring, separate facilities for woman,
and zero tolerance for sexual harassment than for
other sectors. And in all sectors, training on sexual
harassment was lacking.

Table 7.8 Employer responses on gender inclusion
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 All

By  scale  Years in operation By sector

Small Medium
Less

  than
one
year

1 to 2
years

3 to 5
years

 5  to 10
years 

 More 
 than 10

years
Agriculture Manufacturing Tourism Other

services

 
  Base

  

 
  347

  

 
  177

  

 
  170

  

 
  34

  

 
  94

  

 
  124

  

 
  56

  

 
  39

  

 
  87

  

 
  88

  

 
  82

  

 
  90

  

Q21.The organisation hires
persons for a job irrespective

of the gender.

 
  63%

  

 
  56%

  

 
  69%

  

 
  41%

  

 
  52%

  

 
  67%

  

 
  80%

  

 
  69%

  

 
  77%

  

 
  53%

  

 
  59%

  

 
  62%

  

Q22. We have separate
facilities for female staff to

meet their needs safely e.g. for
breastfeeding.

 
  65%

  

 
  58%

  

 
  73%

  

 
  53%

  

 
  57%

  

 
  66%

  

 
  80%

  

 
  69%

  

 
  72%

  

 
  65%

  

 
  71%

  

 
  53%

  

Q23. There is a clear, written
policy of zero tolerance for

sexual harassment and abuse
in our organisation.

 
  87%

  

 
  88%

  

 
  86%

  

 
  88%

  

 
  86%

  

 
  83%

  

 
  95%

  

 
  90%

  

 
  90%

  

 
  91%

  

 
  91%

  

 
  77%

  

Q24. Regular training
programmes are conducted in

our organisation concerning
zero tolerance for sexual

harassment and abuse.

 
  42%

  

 
  40%

  

 
  44%

  

 
  32%

  

 
  43%

  

 
  44%

  

 
  38%

  

 
  46%

  

 
  49%

  

 
  32%

  

 
  48%

  

 
  39%

  

Q25. Our organisation has
never been accused of sexual

bribery.

 
  87%

  

 
  86%

  

 
  89%

  

 
  82%

  

 
  87%

  

 
  86%

  

 
  91%

  

 
  90%

  

 
  91%

  

 
  85%

  

 
  94%

  

 
  80%

  

Table 7.9 Employee responses on gender inclusion

6.4.2 On separate facilities for females, to meet
their needs

According to the UNGPs, enterprises should "respect
the human rights of individuals belonging to specific
groups or populations that require particular
attention, where they may have adverse human rights
impacts on them". Yet in this survey, just 64 percent
of employers and 65 percent of employees stated that
their organizations provided separate facilities for
females to meet their needs, such as for
breastfeeding. This indicates that a sizable portion of
SMEs still have not taken action to provide for the
specific needs of women employees and provide
necessary facilities.

6.4.3 Written policy on zero tolerance for sexual harassment and abuse

Eighty-seven percent of employees in this survey indicated that there was a clear, written policy of zero
tolerance for sexual harassment and abuse. Among businesses that had been in operation for over five years
this was 90 percent. And for Agriculture, Manufacturing and Tourism affirmative responses were over 90
percent on average. However, in "other services" this was 77 percent.

“I joined eight months ago. With that
experience, I can say our company has
a good working environment for
females."
 - Female Senior Accounts executive in
a pharmaceutical company
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6.4.5 Accusations of sexual bribery

Eighty-two percent of employers in the survey
believed that there had been no  accusations of
sexual bribery at their organisations, and 87 percent
of employees also believed this. Among those that
had had accustions of sexual misconduct,
Manufacturing and "other services" appeared to have
greater incidence than agriculture and tourism.

6.4.4 Training on zero tolerance for sexual harassment and abuse

Overall in the survey, just 48 percent of employers and 42 of employees indicated that there were regular
trainings on zero tolerance for sexual harassment at their organisations. Among small enterprises this was
just 40 percent and among medium-sized, 44 percent. 

6.5 Equality and discrimination

The UNGPs on equality and discrimination address both actions and omissions by businesses and oprate
under the understanding that the human rights of individuals can be adversely affected if opportunities are
not fairly given to them regardless of ethnicity, sexual orientation or disability that does not affect their work.
Researchers in this study posed questions on this to SMEs to get an understanding of their views on
discrimination based on ethnicity, sexual orientation and disability.
Overall, 88 percent of employers and 87 percent of employees indicated that their businesses did not
discriminate against staff based on ethnicity. Eighty percent of employers indicated that they did not
discriminate on the grounds of sexual orientation, while 56 percent of employers and 50 percent of
employees (51% small, 49% medium) indicated that their companies would hire people with disabilities.
While 77 percent of employees indicated that they did not discriminate against staff on the grounds of sex.
Across all sectors and company sizes, employees also responded largely in the affirmative that they did not
discriminate based on ethnicity. 

Insights from key informants
This survey asked, “Are you comfortable in reporting to your superiors if someone acts inappropriately?
How comfortable are you discussing issues with superiors? 
One female employee of a pharmaceutical company responded: "Yes. Any time we can discuss issues with
our superiors. As a result, superiors have a good understanding of their staff.”
On the issue of "double-meaning" sexual jokes or remarks, and sexual advances, one male employee of an
SME in manufacturing said: “[We have a] culture of non-tolerance. One employee has been sacked.”

Asked, "Do you have regular training
programmes or discussions in your
organisation regarding sexual
harassment?", one mployee of a travel
company said: "No, a circular is sent
once a year."
"When was the last time you had such
a programme?"
"Two years ago."
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 All

By scale Years in operation By sector

Small Medium Less than
6 years

6 to 10
years

More
than 10

years
Agriculture Manufacturing Tourism Other

services

Base
 

  128
  

 
  64

  
  64

  

 
  37

  

 
  39

  

 
  52

  

 
  36

  

 
  32

  
  29

  

 
  31

  

Q28A. We do not discriminate
  against staff on the grounds of

ethnicity.

 
  88%

  

 
  91%

  
  86%

  

 
  86%

  

 
  85%

  

 
  92%

  

 
  86%

  

 
  84%

  
  93%

  

 
  90%

  

Q28D. We do not discriminate against
staff on the

  grounds of sexual orientation.

 
  80%

  

 
  81%

  
  80%

  

 
  76%

  

 
  74%

  

 
  88%

  

 
  83%

  

 
  78%

  
  83%

  

 
  77%

  

Q29. We would employ persons with
disabilities.  

 
  56%

  

 
  53%

  
  59%

  

 
  57%

  

 
  41%

  

 
  67%

  

 
  67%

  

 
  66%

  
  45%

  

 
  45%

  

  All

By scale Years in operation By sector

Small Medium Less than
one year

1 to 2
years

3 to 5
years

5 to 10
years

More
than 10

years
Agriculture Manufacturing Tourism Other

services

Base
 

  347
  

 
  177

  

 
  170

  

 
  34

  

 
  94

  

 
  124

  

 
  56

  

 
  39

  

 
  87

  

 
  88

  

 
  82

  

 
  90

  

Q26A. The organisation
does

  not discriminate against
staff on the grounds of

ethnicity.

 
  87%

  

 
  89%

  

 
  85%

  

 
  82%

  

 
  85%

  

 
  85%

  

 
  91%

  

 
  97%

  

 
  91%

  

 
  86%

  

 
  89%

  

 
  83%

  

Q26D. The organisation
does not discriminate

against staff on the
grounds of sexual

orientation.

 
  85%

  

 
  84%

  

 
  86%

  

 
  85%

  

 
  80%

  

 
  82%

  

 
  93%

  

 
  95%

  

 
  94%

  

 
  88%

  

 
  90%

  

 
  69%

  

Q26F. The organisation
would employ persons

with disabilities.

 
  50%

  

 
  51%

  

 
  49%

  

 
  47%

  

 
  34%

  

 
  54%

  

 
  61%

  

 
  67%

  

 
  66%

  

 
  59%

  

 
  44%

  

 
  33%

  

Table 7.10 Employer responses for equality and discrimination

Table 7.11 Employee responses on equality and discrimination

In agriculture there did not appear to be significant discrimination based on sex. However there was some
indication of discrimination in medium-sized manufacturing companies, companies in "other services" and
small companies involved in tourism.

Employee responses also ultimately suggested that employers did not hire disabled people in numbers that
reflect UNGP-calibre standards of inclusion, chiefly in tourism and "Other Services". 
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 All
By scale Years in operation By sector

Small Medium Less than
6 years

6 to 10
years

More than
10 years Agriculture Manufacturing Tourism Other

services  

Base 128 64 64 37 39 52 36 32 29 31

Q30. We maintain high product
quality/service quality standards.

 
  95%

  
  97%

  

 
  94%

  

 
  95%

  
  97%

  

 
  94%

  

 
  92%

  

 
  94%

  

 
  100%

  

 
  97%

  

 Q31. Our pricing of goods/services is
reasonable.

 
  94%   94%

  

 
  94%

  

 
  86%

  
  97%

  

 
  96%

  

 
  94%

  

 
  91%

  

 
  97%

  

 
  94%

  

Q32. We provide a product/service
that is safe to our customers.

 
  95%

  
  92%

  

 
  97%

  

 
  89%

  
  97%

  

 
  96%

  

 
  94%

  

 
  88%

  

 
  100%

  

 
  97%

  

Q33. We do not hide any information
from our  customers.

 
  91%

  
  92%

  

 
  89%

  

 
  86%

  
  92%

  

 
  92%

  

 
  92%

  

 
  84%

  

 
  97%

  

 
  90%

  

Q34. We adhere to ethical marketing
practices.

 
  91%

  
  92%

  

 
  89%

  

 
  89%

  
  90%

  

 
  92%

  

 
  92%

  

 
  91%

  

 
  90%

  

 
  90%

  

Report: 
Gunawardena, D. P. (2020), The Impact of COVID-19 on the MSME Sector in Sri Lanka, Department of Economic
and Social Affairs, United Nations.

Relevance: 
Report extract describes innovation in businesses to adapt to COVID and the new opportunities that resulted.

Key ideas: 
For new opportunities, although the Pandemic had an adverse effect on businesses, opportunities emerged in Sri
Lanka as well, especially in agriculture, as the country was self-sufficient in rice and essential food items. With
lockdowns and curfews, the Government also encouraged home gardening and cultivation of unused land. Many
people responded to this. 
The Government also imposed import restrictions on items that could be produced locally, paving the way for
"value-added" agro-based products and a local cosmetics industry based on herbal products. Previously many
local industries were facing difficulties or were compelled to shut because they couldn't compete with cheaper,
lower-quality materials imported into the country.
Online marketing, online teaching and knowledge sharing, webinars, home-based online operations and web-
based lecture programs also increased significantly during this period. 

6.6 Consumer protection

Consumers have an important role to play in holding businesses to human rights standards, and
researchers in this survey asked employees and employers how well they treated customers in terms of
quality standards, pricing, safety, providing relevant information and ethical marketing. (Although no
consumers were interviewed.)

Both employees and employers agreed in large numbers that their companies maintained aspects of
consumer protection and ethical marketing practices, although this was lower among employees only
at a company for one year or less. There was also a marked difference on ethical marketing, where only
68 percent of the employees who have been employed for less than one year agreed that their
companies practiced this, compared with 88 percent overall. 

Table 7.12 Employer responses on consumer protection
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 All

By scale Years in operation By sector

Small Medium
Less
than
one
year

1 to 2
years

3 to 5
years

5 to 10
years

More
than

10
years

Agriculture Manufacturing Tourism Other
services

Base 347 177 170 34 94 124 56 39 87 88 82 90

Q27. The organisation maintains
high product  quality/service

quality standards.

 
  95%

  

 
  96%

  

 
  93%

  

 
  82%

  

 
  95%

  

 
  96%

  

 
  100%

  

 
  92%

  

 
  100%

  

 
  92%

  
  96%

  

 
  90%

  

Q28. Our pricing of goods/services
are reasonable.

 
  92%

  

 
  93%

  

 
  91%

  

 
  74%

  

 
  91%

  

 
  94%

  

 
  98%

  

 
  95%

  

 
  93%

  

 
  92%

  
  94%

  

 
  89%

  

Q29. The organization provides a
product/service that is safe for our

customers.

 
  93%

  

 
  94%

  

 
  93%

  

 
  82%

  

 
  90%

  

 
  95%

  

 
  98%

  

 
  97%

  

 
  97%

  

 
  90%

  
  98%

  

 
  90%

  

Q30. The organization does not
hide any

  information from our customers

 
  85%

  

 
  86%

  

 
  84%

  

 
  65%

  

 
  84%

  

 
  87%

  

 
  91%

  

 
  90%

  

 
  93%

  

 
  83%

  
  84%

  

 
  80%

  

Q31. The organization adheres to
ethical

  marketing practices.

 
  88%

  

 
  86%

  

 
  89%

  

 
  68%

  

 
  84%

  

 
  90%

  

 
  96%

  

 
  95%

  

 
  97%

  

 
  88%

  
  83%

  

 
  83%

  

Table 7.13 Employee responses on consumer protection

Note: As the customer perspective was beyond the scope of this study, a fuller picture can only be made through a more detailed study
that includes customer surveys.

Article: 
Vandenberg, P. (2020), How SMEs Can Bounce Back from the COVID-19 Crisis, (Asian Development Bank).

Relevance: 
Article provides solutions for easing the financial pressures on businesses. Respondents indicated their
difficulties in adhering to RBPs in the face of financial difficulties during the Pandemic.

Key findings: 
Vandenberg states, "For many SMEs, the challenge is to hurdle, not just one crisis, but a series of crises—health,
economics, and business—with stages that largely depend on the speed by which the Government can contain
the spread of the virus and jumpstart the economy." 
Potential mitigation and recovery measures are:
Tax Deferment: Income taxes, property taxes, excise duties and other payments remitted by businesses to
government are deferred to ease SMEs' liquidity constraints.
Credit: Government increases the availability of credit to SMEs using several approaches; direct lending through
state-owned banks; reducing interest rates on special loan programmes or relaxing monetary policy by the
central bank; expanding the use of credit guarantee schemes; or extending grace periods on existing loans.
Wage subsidy: Government partially covers the cost for enterprises to provide wage and income support for
employees temporarily laid off, or for companies to safeguard employment. However, a wage subsidy is costly as
it requires a large financial outlay for government. Some countries are not prepared to administer the subsidy,
which causes bureaucratic bottlenecks and delays in releasing the payout. The scheme is also not easy to
administer in the case of enterprises in the informal sector.
Enterprise pivot: Government encourages SMEs to adapt to the emerging business environment by "pivoting" or
shifting to another business model or other products and services.
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Find ways to work with global supply chains. Pandemic trade restrictions are temporary and must not
dissuade SMEs from tapping the global supply chain.
The crisis should further accelerate countries' digital transformation and e-commerce agenda for global
trade to flow.
The so-called "new normal" should not lower productivity but rather increase it.
The private sector must play a part in the bounce-back strategy. Businesses must assist their government on
how the "new normal" could take place. They must propose standard procedures conducive to business
operations.
Promote the growth of trade corridors. The "new normal" must lead to greater intra-regional trade as
countries slowly relax their trade and border restrictions. Governments must help promote exports, increase
internet connectivity and shipping connectivity. 

Provide advice: Government can also advise on how SMEs can weather the Pandemic and manage their cash flow
and their workforce, and can provide other information that can guide them. The ADB report also suggests:
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7.0 Recommendations 

they could not see sufficient financial returns
or benefits to the organisation by following
them, which is compounded by the financial
pressures caused by the COVID-19 pandemic;
they did not believe that the "benefits
outweighed the costs";
they lacked understanding of why RBPs were
relevant in the current context;
there was "insufficient initiative" or "push"
toward RBPs by investors and customers;
and
employers did not understand the value
enough to take sufficient action.

improving employers’ understanding of how
responsible business practices help to
expand their business to be more profitable
improving employers' understanding of how
a business attracts and retains qualified and
experienced employees

Awareness building among SMEs 

Where this survey found that businesses were not
following RBPs, the most common reasons were:

It is therefore essential to create awareness
about RBPs and their underlying human rights
considerations. This can be accomplished
through multiple channels, including media
campaigns on traditional and social media, and
through engaging: the Sri Lanka Chamber of
Small and Medium Industries; the National
Chamber of Commerce Centre for SMEs; and the
Federation of Chambers of Commerce and
Industry of Sri Lanka SMED Project. Through
these channels, modules on awareness raising
may be integrated into existing and future
programmes conducted for SMEs and the public.

Key factors that would motivate SMEs to
adopt RBPs:
 

emphasising the importance of building a
culture of accountability focused on human
rights
emphasising the importance of leadership
maintaining RBPs and convincing them that
these practices will be valued by investors,
customers, business owners/managers and
employees
educating employees on their rights and on
RBPs. Employees need to consider these
factors when selecting who they work for and
decide how to influence their organization to
adhere to responsible business practices
positively.
awareness of RBPs within the job market will
create discerning prospective employees,
who will be a major influencing factor for
SMEs to comply

Compelling SMEs through policy and law

Public institutions and the local government
authorities responsible for registering SMEs
should be made aware of RBPs so that they can
be brought into the regulatory framework.
Mayors of municipal councils have the mandate
and the legal right to introduce laws and by-laws,
and they may introduce laws and regulations to
ensure, for instance, zero tolerance for sexual
harassment or compliance with environmental
guidelines.     

Training 

SMEs must be supported to carry out regular
training of staff as COVID 19 and Easter Sunday
attack had adversely affected all SMEs to carry
out regular training. 

The role of government 

Financial assistance to SMEs struggling in the
Pandemic would keep businesses afloat and 
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improve employers understanding of how
responsible business practices play a role in
tapping foreign markets and competing
successfully with other international sellers;

would enable them to keep people employed
and keep sales processes going. Government
could make this financial assistance available.
Consumer rights authorities and environmental
protection authorities could also ensure that
consumer rights and environmental safety
regulations were being followed. At the Divisional
Secretariat level, development officers should
engage with SMEs to ensure that they followed
community guidelines, as well. And female
development officers and labour officers should
directly engage with female workers to inquire
about possible harassment. State Ministry of
Women and Child Development is yet another
partner who can play a role in promoting and
monitoring Responsible Business Practices
among SMEs. 

Creating opportunities

To increase the numbers of employers in Sri
Lanka that follow responsible business practices,
they must see that it boosts profits to do so,
while improving their reputation and attracting
better employees, who may stay longer. Some
ways to achieve this are:

 

build risk management and financial
management skills among SMEs, which will
influence them to focus beyond just 'putting
out fires' and more on business growth and
brand building; and
creating or collaborating with platforms that
are either government-led or private, that
assist small- and medium-sized businesses
to find customers overseas, as well as offer
assistance and training in regulatory
requirements, logistics and packaging; a
requirement for participation should be that
they have to demonstrate commitment to
following responsible business practices.

Future research focus 

The survey found that the manufacturing sector
had the lowest compliance with RBSs compared
to other sectors. Future research should thus
focus on manufacturing and particularly on small
manufacturing enterprises outside Colombo. The
survey methodology here should employ face-to-
face interviews where policy documents and
internal procedures can be observed. Developing
case studies would also help to reveal best
practices among SMEs. 
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