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Abstract 

The research study titled "Labor Management Relationship and Productivity: A Case 

Study of the Ceylon Biscuits Ltd. (CBL) Pannipitiya, Sri Lanka" was undertaken as part 

fulfillment of the M.Sc. (Mgt.) degree (HRM Sp.) of the University of Sri 

Jayewardenepura, Sri Lanka. It was undertaken as a case study at the (CBL), popularly 

known as "Munchee", a prominent biscuits manufacturing firm in the manufacturing 

sector of Sri Lanka, using qualitative inquiry methodology. The key objective of the 

qualitative inquiry was to investigate the real reasons caused for break of industrial 

harmony in the year 1999 and year 2001 that led towards labor disputes at the company. 

The study was focused on labor management relations in 10-year time period from 1995 - 

2005 where the 02 major labor disputes were occurred. 

A model of 20 variables was developed at the beginning of study that may have an effect 

on labor management relations (LMR) that ultimately contribute for productivity of a 

manufacturing organization. All the variables were inquired as a case study, and this 

thesis elaborates how the CBL resolved the two worst ever labor issues that it has ever 

faced during its nearly 40 years of operation. 

The case study method is being used increasingly as a qualitative research method to 

explain complex phenomena similar to that of CBL's labor dispute. Case studies 

contribute in important ways to our knowledge about social issues. Ontologically, the 

research lies within the subjective reality of the society and, epistemologically it is based 

on the replication of theory related to the topic. 

The CBL commenced its operations in July 1968 to supply schools with high protein 

nutritional biscuits to schoolchildren under the patronage with CARE International of 

USA. Due to the improved quality standards of the products, the company has been 

awarded several prizes over the last seven years. The CBL exports biscuits to other 

foreign countries under the foreign brand names viz. K-mart. Wall Mart and Design Pac. 

Currently, the CBL has eight subsidiaries operating in Sri Lanka and overseas. 
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Making use of the legislative provisions, the CBL employees too formed a Trade Union 

(TU) under the Industrial and Commercial Service Employees Trade Union Federation in 

1985, which was operated under the leftist party-Mahajana Eksath Peramuna till 1999. 

The TU changed into another leftist party-Janatha Virnukthi Peramuna (JVP) led All 

Island Inter Company Trade Union Federation (AIICTUF), which created lots of Labor 

Management Relations (LMR) issues. In 1999, just because the workers formed a new 

TU, the management interdicted the workers involved and then all workers demanded to 

reinstate them and to confirm all casual workers. The dispute lasted about 2 weeks, 

which hampered the production process and lost around thirty six thousand of man-hours. 

In 2001. the AIICTUF led new TU paved the way to a second major labor issue caused by 

a request for an unfair additional bonus where they insisted five bonuses instead of four 

as agreed in the collective agreement. Therefore, the management, trade union, and the 

workers were responsible for break of LMR between workers and management in 1999 

and 2001. 

Based on the findings of the research, recommendations are outlined for three categories 

of key players viz, workers, trade union leaders, and management. 

Workers are recommended to mindful about trade union demands and always act 

according to collective agreement terms and conditions. Suitable persons need to be 

appointed as leaders of the TU recommended to contribute as much as they can for the 

growth of the company. 

The trade union officials are recommended to 'de-politicize" trade union activities and 

refrain from using legal power as a 'shield" to win workers' rights. They are suggested 

to take no action to hinder the production process that may lead to disadvantageous 

situations in the competitive market. A learning process is required for the union leaders 

to learn realties in other countries. Attitudinal change from "traditional sociologist 

ideological perspective" to match with "competitive business environment" is required. 

They have to realize that technological transformation is inevitable and unstoppable. 
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The management needs to treat trade unions as "human organizations" and therefore, 

adopt a "humanistic approach" towards workers. Management needs to make the 

workers feel "secured" in employer's hands and management should be "watchful" about 

workers' needs. Grievance handling is an area to be streamlined. Performance 

evaluation system and performance based incentive system needed to introduce to reward 

the workers adequately and equally. It should also recognize trade unions and should not 

underestimate and neglect their strengths that may be utilized to improve the company 

performance, which the final aim of management. Equity participation schemes, training 

and development are needs of today's dynamic and changing business environment to 

make workers feel that they have an "ownership" of the firm and responsible for its 

success and growth. The best-practiced "Enterprise-based trade union", as can be seen in 

Sri Lankan Commercial Baking industry, should be encouraged among workers. 

The recommendation relates with 20 variable model where employee satisfaction, which 

is referred to as the degree to which an individual feels positively or negatively on various 

aspects of the job. is found as the most critical variable for productivity of the 

organization 

This study may have certain limitations viz, unavailability of past information, memory 

lost, unavailability of persons who have witnessed the two disputes, were prominent. 

Future research is encouraged to further investigate similar issues that enhance 

knowledgehase useful for practicing managers and scholars as well. 
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Chapter 1 - Introduction 

	

1.1 	Introduction 

This chapter will analyze manufacturing sector, confectionary and biscuits industry 

and the company in detail. It will describe the study objectives, context of the 

problem and problem statement, and type of study and methodology adopted in the 

research study on labor management relations and productivity. 

	

1.2 	Introduction to the study 

The research study was undertaken as part fulfillment of the M.Sc. (Mgt.) degree 

(FIRM Sp.) of the University of Sri Jayewardenepura, Sri Lanka. 	It was 

operationalyzed with an empirical investigation into the impact of Labor-

Management Relations (LMR) for productivity of a manufacturing firm-the Ceylon 

Biscuits Ltd. (CBL) that has been operating in the biscuits and confectionery industry 

for the last four decades. 

	

1.3 	Significance of the manufacturing sector 

The CBL operates in biscuits and confectionary industry that falls in manufacturing 

sector of Sri Lanka economy. As at September 2005, there were 1028 firms engaged 

in manufacturing activities according to Census and Statistics Department sources. 

Manufacturing firms in Sri Lanka have been playing a vital role in the economy in 

terms of employment generation and the value of output produced. According to the 


