
5. Conclusion 

Role of eBusiness 

As the main objective of the research to find out the role eBusiness could play in 

becoming competitive in the global market, it is important to understand the value 

addition of eBusiness to the industry. In this context there are three main functions 

that eBusiness could be used for; to use it as a marketing tool to reach a wider market; 

and to provide a better platform for the customers to conduct business; and use 

eBusiness as a tool to strengthen the supply chain management. Providing a better 

platform for the customers will be a very important factor to attract customers since 

the customers are the most important players in the exchange. On the other hand 

strengthening the supply chain will be the most beneficial for the industry to be 

competitive. Based on the results, in addition to information gathering of the 

manufactures, as per the Figure 7, retailers stressed much importance on the order 

tracking system. As complementary functions, order placement and online payments 

were also considered. The manufactures also focused much on the online ordering, 

order tracking, online payments and future demand forecasting from the point of 

customers as well as suppliers. This was a clear indication of both parties looking for a 

better platform to conduct their business, and which will help them to improve their 

supply chain management. 

It is also important to understand to what extend this value addition will help the 

industry and among other factors that could make the Sri Lankan apparel industry 

competitive, what is the importance of eBusiness. Based on the data gathered, one of 

the weaknesses in the industry is our long lead times and the industry will have 

immense pressure to improve the supply chain with the changes in the customer 

buying patterns. The proposed eBusiness exchange will have major impact on the 

supply chain management. In the long run, it will help to streamline planning 

according to customer demand. This will result in better supply chain management 

and better lead times which will help the industry to be competitive in the market. 

Therefore it is important to understand that implementing eBusiness is more than 

merely trading over the internet, it is a tool to improve the supply chain management. 



Therefore it could be concluded that, eBusiness could play a supportive role to the 

apparel industry as a marketing tool to improve the global reach and more importantly 

a tool that would help to improve the supply chain to be more competitive in the 

global market. 

Willingness to join 

Although all participants agreed that B2B exchange is an advantage to the Industry 

and would improve the competitiveness, all were skeptical about joining the 

exchange. The participants were reluctant to commit due to the low understanding of 

the functionality and more importantly the security standards. All participants took the 

'wait and see approach'. However it was indicated that if all technical functionality 

and security levels meet their expectations, they would join the exchange. 

Services expected 

The most expected service from all parties was information on participants and 

industry as seen in the Figure 10. This fits well with one of the objective of the role of 

eBusiness that is to use it as a marketing tool to reach a wider market. 

In addition to this the next most expected service was the order placing and tracking 

system. This is the function that would attract most of the retailers to join the 

exchange. Although there was not much emphasis on the online payment, some voted 

it as an important function. 

Participants did expect the exchange to have high level of security and also being able 

to interface with variety of applications and databases without enforcing too much 

burden on to the participants. 

In addition to these, participants whose infrastructure is not ready for internet presence 

and trading expected the exchange to provide these services, until they upgrade their 

infrastructure to be eBusiness ready. 
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Access to production system 

As highlighted in many places in the report, the main concern of all participants was 

the security levels of the exchange. This concern played a major role in participants 

mind from joining the exchange to allowing access to their systems. This is the most 

important factor to be addressed in order to be successful. 

Based on the acceptable security levels, participants agreed to provide access to their 

systems. However even this; they were more comfortable in providing access through 

an external system without linking their production databases directly to the exchange. 

Customer acceptance 

Customer's acceptance was the most critical requirement for the success of the 

exchange. Without any customers joining, there would be no exchange. In principle, 

customers saw this as a tool that would speed up their business process and an 

advantage to the Sri Lankan apparel industry. Although, at this initial survey, services 

and detailed functionality was not discussed, but were happy with the basic 

functionality offered. However, as mentioned many times before, the deciding factor 

will be levels of security. 
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6. Recommendations 

Country/industry 

It has been proven that B2B eBusiness could improve the supply chain management 

and as result improves manufacturing lead times which is one of Sri Lankan Apparel 

Industry's weaknesses. Therefore the apparel industry should focus on 

implementation of the B2B exchange which will help the industry to reach wider 

markets and improve the supply chain. It is very important that the exchange should 

not be considered only as a tool to trade over the internet but a tool that would 

improve the supply chain and also a better platform for the customers to conduct 

business. 

The success of the exchange will be dependent on participation of the entire industry. 

In addition to the participation of direct members of the industry, participation of 

supporting members such as shipping lines, Sri Lanka customs, BOI, etc would be the 

ideal situation in the longer run. Therefore, participation of these industries also must 

be encouraged in order to make the exchange a better platform to conduct business. 

Manufactures 

The large manufactures whose infrastructure is ready for the internet trading should 

initiate the implementation of the B2B exchange. These manufactures involvement is 

vital to the success since their business knowledge will help the development of the 

exchange tremendously and it will guarantee their participation as well. In addition to 

this, they could be the trend setters and force the rest to follow and more importantly 

these manufactures will have the power to influence the customers join the exchange. 

As for the main advantage for the large manufactures, is streamlining of the supply 

chain management. This will be an advantage in the long run to build a more flexible 

and dynamic business model that could cater to the changing customer demands, 

shorter lead times and an efficient SCM which will result in being more competitive in 

the market. 
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This will benefit the manufactures in the short term but in the longer run must 

concentrate on joining the internet trading to gain the advantage of providing value 

added service to the customers. 

B2B exchange 

The initial task of developing the exchange will be to decide who should do it and take 

the ownership. The options are either a new independent company to develop and 

invite the participants to join, or develop in collaboration with the leading 

manufactures so that they become partners of the new venture and therefore their 

commitment to join the exchange will be very high. The advantage of starting with the 

manufactures is that it can draw on its knowledge of the target business and processes 

(Kenjale and Phatak) and also the trust and the commitment of the retailers in joining 

the exchange. In addition to this, as Kenjale and Phatak explains, exchanges built to 

server established businesses have a different set of requirements. There is a strong 

need to integrate with their existing systems and requires a capability to handle higher 

traffic volume. The advantage is that to meet these needs more funding will be 

available by the large manufactures (Kenjale and Phatak). Since the success of the 

exchange depends on the participants from both manufactures and retailers, it is 

recommended that the collaboration with all the stake holders (all manufactures, 

supporting industries, and government bodies) who becomes owners of the exchange. 

This should be even extended to the retailers where they become partners of 

developing the exchange. It will be a much valued exercise since customers 

expectations also could be built in to the exchange and their commitment to join also 

could be guaranteed. 

Security has been a major deciding factor for the participants to join and must be 

address with special focus. It is also a very important factor that all participants being 

able to maintain their competitiveness by securing their business information from 

public display due to competitive nature of the industry. All transactions pertaining to 

a retailer and a manufacture must be visible only to these two parties. Even at a later 

stage information on sales volume and transaction volume must not be divulge to 

other parties. This was a critical factor voiced by most of the retailers 
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Modular structure must be used where the participants have the option of starting with 

one and upgrading to other functional modules. Since some of the medium size 

manufactures and most of the small size manufactures infrastructure is not ready to 

embrace internet trading immediately, it is recommended that these participants are 

given an opportunity to use the exchange only as a marketing tool. This will allow 

them to reach out to a wider market and keep them in line with other manufactures. 

Once the infrastructure is ready, they should be given the opportunity to upgrade 

themselves to be a trading partner. Even at this stage, it should be at modular level 

where the participants, specially the medium to small apparel manufactures have the 

option of initially joining a certain module of the exchange, i.e. only the Raw material 

suppliers search through the RFQ procedure. Or another manufacture only the 

component that allows to conduct trade with the retailer. This will encourage their 

participation in the exchange without having to invest for many technologies to join 

the exchange. 

35 



7. Suggestions for future research 

• One of the main tasks will be to identify the mandatory and 

complementary applications required for implementing eBusiness. This is 

an important factor since it has been discussed about various applications 

such as ERP, SCM, CRM. Therefore. Participants must be informed on 

specially the mandatory requirements, which will help to identify the 

manufactures who could join the exchange initially without investing on 

technologies. 

• Detail study on the functionality and security requirements is also another 

area that needs special attention. This will be a key deciding factor for all 

participants to join the exchange. Therefore it is advisable to carry out a 

proper study on required functionality and specially the security levels 

required by customers. 

• In addition to these, it is also important to investigate on a mechanism to 

provide services to small manufactures who wants to join the exchange but 

does not have the mandatory required applications. This will be beneficial 

to obtain more participation from manufactures. 
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Appendix 1 - Questionnaire 

ROLE OF EBUSINESS IN THE SRI LANKAN APPAREL 
INDUSTRY. 

Questionnaire I 
Target Group: Customers (Brand owners). 

This questionnaire has been prepared to analyze the willingness to join a common internet 
market place (ebusiness web portal) for the apparel industry in Sri Lanka. You are kindly 
requested to answer all the relevant questions. The questions are of general nature and may 
not entail confidential information. However, you have the choice of not responding to any 
question which you may consider involve confidential information.. This survey is carried out 
for an academic purpose. Therefore, your cooperation is solicited to make the survey a 
success. 

Geeth Mihiripenna 
MBA student, University of Moratuwa. 

To fill the Questionnaire - open control tool box (View->Toobars -> Control Toolbox) and 
click the "Exit Design Mode" icon (First Icon of the tool bar). This will enable direct clicking of 
check boxes 

Name of the company: 

Your Designation : a. i^X 

1. General Information about ICT System 0 . . 
1.1. Has the enterprise implemented any of the following Applications? 

• ERP (Enterprise Resource Planning ) 

• SCM (Supply Chain Management) 

("j CRM (Customer Relationship Management) 

fa/ \ 

1.2. Does your enterprise have a web site? 
• Yes 

• No 

2. E-commerce via Internet 
2.1. Does the enterprise purchase products/services via the internet 

• Yes 

• No 

• Dont know 

2.2. What percentage of the total purchases (in monetary terms) would you estimate, 
internet purchases will represent in 2004? 



2.3. Has the enterprise paid on-line for any products/services purchased on the internet? 

• Yes 

• No 

I - Dont know 

2.4. Has the enterprise purchased products via specialized B2B Internet market places? 

r Yes 

r n o 

[j Dont know 

2.5. Expected benefits from Internet sales / purchases (please enter corresponding 
number) 

(1= Much important, 2= Some important, 3= Not important) 

2.5.1. To reduce transaction cost 

2.5.2. To reduce prices 

2.5.3. Increased access to, and awareness of 
customers/suppliers 

2.5.4. To reduce lead times 

2.5.5. To reduce inventories 

2.5.6. To speed up business process 

IH 

n 

Business with Sri Lanka 
3.1. What percentage of your products is manufactured in Sri Lanka? 

3.2. Do you place orders with one apparel manufacturer or more than one manufacturer 
in Sri Lanka? 

• One Manufacturer 

• More than one manufacturer 

3.3. Currently how do you place orders with manufactures? 
I - Email 

r Fax 

• EDI 

• Other - Please specify 
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3.4. Do you think it will benefit your business process if you could conduct business via 
the internet with the Sri Lankan apparel manufactures? 

I - Strongly agree 

• Agree 

C Fairly 

• Disagree 

V Strongly Disagree 

Common eBusiness Market Place (Web Portal) 
4.1. Do you think it will benefit your business process if all Sri Lankan apparel 

manufacturers join a common eBusiness market place (web portal)? 

• Strongly agree 

• Agree 

V Disagree 

• Strongly Disagree 

4.2. As a customer will you join such a portal? 

4.3. What kind of services would you expect by joining such a common portal 

( 1= Very Important, 2=Fairly Important, 3=lmportant, 4= Not Important) 

• Yes 

• No 

• Dont know 

4.3.1 Industry information 

4.3.2 Manufacturer information 

4.3.3 Ability to find manufactures production capabilities 

4.3.4 Ability to call for Quotations 

4.3.5. Ability to place orders on line 

4.3.6 Ability to track order status 

4.3.7 Ability to pay online 

4.3.8 Other (please specify) 
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4.4. If you have implemented ERP/SCM applications, do you think your enterprise will 
allow limited access to these systems to communicate with this common Portal 

• Yes 

r NO 

• Dont know 

4.5. Do you consider having such a common eBusiness market place as a competitive 
advantage for the Sri Lankan apparel industry? 

• Strongly agree 

O Agree 

• Disagree 

• Strongly Disagree 

4.6. Do you currently conduct business through any of the Apparel manufactures 
common portals? 

• Yes 

r No 

f" Dont know 

Barriers on joining a common portal 
5.1. Barriers related to joining a common portal (multiple answers) 

• Security problems on providing business information 

C Security problems on linking database to the portal 

• Logistical Problems 

I J Other (Please specify) 

THANK YOU FOR YOUR KIND COOPERATION. 
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ROLE OF EBUSINESS IN THE SRI LANKAN APPAREL 
INDUSTRY. 

Questionnaire I 
Target Group: Apparel Manufactures. 

This questionnaire has been prepared to analyze the willingness to join a common internet 
market place (eBusiness web portal) for the apparel industry in Sri Lanka. You are kindly 
requested to answer all the relevant questions. The questions are of general nature and may 
not entail confidential information. However, you have the choice of not responding to any 
question which you may consider involve confidential information.. This survey is carried out 
for an academic purpose. Therefore, your cooperation is solicited to make the survey a 
success. 

Geeth Mihiripenna 
MBA student, University of Moratuwa. 

To fill the Questionnaire - open control tool box (View-^Toobars -> Control Toolbox) and 
click the "Exit Design Mode" icon (First Icon of the tool bar). This will enable direct clicking of 
check boxes 

Name of the company: 

Your Designation 

6. General Information about the Company 
6.1. What are the major products manufactured by your Company. 

• Casuahvear 

• Sportswear 

I - Nightwear 

• Lingerie 

• Swimwear 

• Babywear 

V Formahvear 

l~! Winterwear 

7. General Information about ICT System 
7.1. Does your Enterprise use ICT in the following area . 

• email 
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• Intranet 

• Internet 

7.2. Type of connection to the Internet. 

• Modem 

r ISDN 

• xDSL (ADSL, SDSLect.) 

• Other fixed connection < 2mbps 

l_ Other fixed connection > 2mbps (Frame relay, other broadband 
connection 

7.3. For what purposes does your enterprise uses Internet. 

• Market monitoring (Prices, ect) 

JiJ Industry information (New fashion trends, ect) 

f~ Banking and Financial services 

• Other - please specify 

7.4. Has the enterprise implemented any of the following Applications . 

• ERP (Enterprise Resource Planning ) 

• SCM (Supply Chain Management) 

• CRM (Customer Relationship Management) 

7.5. Does /our enterprise have a web site?. 

r Yes 

r NO 

8. E-commerce via Internet 
8.1. Does :he enterprise receive orders via the internet 

• Yes 

• No 

• Dont know 

8.2. What percentage of the total sales (in monetary terms) would you estimate, internet 
sales will represent in 2004? 

8.3. Has the enterprise received payments on-line for any sales on the internet? 

H Yes 

• No 

• Dont know 
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8.4. Does the enterprise purchase products/services via the internet 

r Y e s 

• No 

| j Cont know 

8.5. What percentage of the total purchases (in monetary terms) would you estimate, did 
the internet purchases represent in 2004? 

8.6. Has the enlerprise sold/purchase products via specialized B2B Internet market 
places? 

R~ v'es 

• No 

• I Dont know 

8.7. Expected henefits from Internet sales / purchases (please enter corresponding 
number) 

(1= Much important, 2= Some important, 3= Not important) 

8.7.1. To reduce transaction cost 

8.7 2 To reduce prices 

8.7 3 Increased access to, and awareness of 
customers/suppliers 

8.7. .4 Tc reduce lead times 

8.7 5 To reduce inventories 

8.7 6 To speed up business process 

Business with Outside world 

9.1. Do you sail to one customer or more than one customer? 
• One customer 

N More than one customer 

9.2. Who places the orders with you? 
TJ Overseas Retailers 

[ j Local buying offices 

f j Other Apparel manufactures 

9.3. Most important Countries to which the company's products are exported? 
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• US 

• Europe 

• Japan 

f j Australia 

• Other (Please Specify) 

9.4. Currently how do you receive orders from customers? 

• Email 

• Fax 

r EDI 

I " Other - Please specify 

9.5. What percentage of your raw materials is purchased from outside of Sri Lanka? 

Do you purchase from one supplier or more than one supplier? 
• One supplier 

[J More than one supplier 

9.6. Most important Countries from which the company buys inputs from? 

1 
2 
3 
4 

9.7. Currently how do you place orders with your suppliers? 

O Email 

r Fax 

• EDI 

I - Other - Please specify 

9.8. Do you think it will benefit your business process if you could conduct business via 
the internet with all your customers and suppliers? 

• Strongly agree 

r Agree 
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• Fairly 

• Disagree 

• Strongly Disagree 

10. Common eBusiness Market Place (Web Portal) 
10.1. Do you think it will benefit if all Sri Lankan apparel manufacturers to join a 

common eBusiness market place (web portal) where customers, manufactures and 
suppliers could conduct business through the internet? 

• Strongly agree 

fj Agree 

• Disagree 

• Strongly Disagree 

10.2. As a manufacturer will you join such a portal? 
f j Yes 

• No 

I J Dont know 

10.3. What kind of services would you expect by joining such a common portal 

( 1= Very Important, 2=Fairly Important, 3=lmportant, 4= Not Important) 

N 

10.3.1. Industry information I I 

10.3.2. Customer information I—' 

10.3.3. Ability to receive orders on line I I 

10.3.4. Ability to see future demand I—I 

10.3.5. Ability to provide order status • 

N 

10.3.6. Ability to receive payments online > I 

10.3.7. Supplier information I I 

10.3.8. Ability to find lead times n 

10.3.9. Ability to place orders on line • 

N 
10.3.10. Ability to track order status • i 
10.3.11. Ability to pay online 
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10.3.12. Other ( please specify) 

10.4. If you have implemented ERP/CRM/SCM applications, do you think your 
enterprise will allow limited access to these systems to communicate with this 
common Portal 

• Yes 

• No 

• Dont know 

10.5. What information will you provide to the Portal to be accessed by customers? 
(Multiple answers) 

fj Product Information 

f l Production Capacity 

• Production Facilities 

• Existing Customer Base 

r Other (please specify) 

10.6. Do you currently conduct business through any of the Apparel manufactures 
common portals? 

• Yes 

• No 

r~ Dont know 

11. Barriers on joining a common portal 
11.1. What would you consider as Barriers to joining a common portal (multiple 

answers) 

[ j Cost of joining and maintaining such a portal 

| j Security problems concerning providing business information 

• Security problems concerning linking database to the portal 

• Logistical Problems 

f" Other (Please specify) 
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12. Commitment to join 
12.1. If all your requirements are met, how committed are you to join the market 

place? 

• Definitely 

• Maybe 

• Not sure 

r NO 

THANK YOU FOR YOUR KIND COOPERATION. 
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ROLE OF EBUSINESS IN THE SRI LANKAN APPAREL 
INDUSTRY. 

Questionnaire I 
Target Group: Suppliers. 

This questionnaire has been prepared to analyze the willingness to join a common internet 
market place (eBusiness web portal) for the apparel industry in Sri Lanka. You are kindly 
requested to answer all the relevant questions. The questions are of general nature and may 
not entail confidential information. However, you have the choice of not responding to any 
question which you may consider involve confidential information.. This survey is carried out 
for an academic purpose. Therefore, your cooperation is solicited to make the survey a 
success. 

Geeth Mihiripenna 
MBA student, University of Moratuwa. 

To fill the Questionnaire - open control tool box (View-^Toobars -> Control Toolbox) and 
click the "Exit Design Mode" icon (First Icon of the tool bar). This will enable direct clicking of 
check boxes 

Name of the company: 

Your Designation 

13. General Information about ICT System 
13.1. Does your Enterprise use ICT in the following area . 

r~ email 

• Intranet 

• Internet 

13.2. Type of connection to the Internet. 
r~ Modem 

• ISDN 

D xDSL (ADSL, SDSLect.) 

• Other fixed connection < 2mbps 

_ Other fixed connection > 2mbps (Frame relay, other broadband 
connection 
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13.3. For what purposes does your enterprise uses Internet. 

• Market monitoring (Prices, ect) 

• Industry information (New fashion trends, ect) 

• Banking and Financial services 

f j Other - please specify 

13.4. Has the enterprise implemented any of the following Applications . 
f j ERP (Enterprise Resource Planning ) 

• SCM (Supply Chain Management) 

• CRM (Customer Relationship Management) 

13.5. Does your enterprise have a web site?. 
• Yes 

r NO 

14. E-commerce via Internet 
14.1. Does the enterprise received orders via the internet 

I"! Yes 

r No 

fj Dont know 

14.2. What percentage of the total sales (in monetary terms) would you estimate, 
internet sales will represent in 2004? 

14.3. Has the enterprise received payments on-line for any sales on the internet? 
r Yes 

• No 

I - Dont know 

14.4. Has the enterprise sold products via specialized B2B Internet market places? 

• Yes 

• No 

("i Dont know 
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14.5. Is you enterprise targeting markets in other countries via internet sales? 

• Yes 

• No 

• Dont know 

14.6. Expected benefits from Internet sales / purchases (please enter 
corresponding number) 

(1= Much important, 2= Some important, 3= Not important) 

• 14.6.1. To reduce transaction cost 

14.6.2. To reduce prices 

14.6.3. Increased access to, and awareness of 
customers/suppliers 

14.6.4. To reduce lead times 

14.6.5. To reduce inventories 

14.6.6. To speed up business process 

• 
• 
• 

n 
15. Business with Sri Lanka 

15.1. What percentage of your products is sold to Sri Lankan apparel/textile 
manufactures? 

15.2. Do you sell to one manufacturer or more than one manufacturer in Sri Lanka? 
["1 One Manufacturer 

• More than one manufacturer 

15.3. Currently how do you receive orders from customers? 

• Email 

r Fax 

• EDI 

• Other - Please specify 



15.4. Do you think it will benefit your business process if you could conduct 
business via the internet with the Sri Lankan apparel/textile manufactures? 

• Strongly agree 

• Agree 

• Fairly 

• Disagree 

f" Strongly Disagree 

16. Common eBusiness Market Place (Web Portal) 
16.1. Do you think it will benefit your business process if all Sri Lankan apparel 

manufacturers join a common eBusiness market place (web portal) where customers 
and suppliers could communicate with the manufactures? 

• Strongly agree 

• Agree 

• Disagree 

• Strongly Disagree 

16.2. As a supplier will you join such a portal? 
• Yes 

r No 

I"! Dont know 

16.3. What kind of services would you expect by joining such a common portal 

( 1= Very Important, 2=Fairly Important, 3=lmportant, 4= Not Important) 

4.3.9. Industry information • 

n 
4.3.10. Manufacturer information I 

4.3.11. Ability to see future demand 

4.3.12. Ability to receive orders on line 

4.3.13. Ability to provide order status 

4.3.14. Ability to receive payments online 
4.3.15. Other ( please specify) 
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16.4. If you have implemented ERP/CRM applications, do you think your enterprise 
will allow limited access to these systems to communicate with this common Portal 

r Yes 

n NO 

• Dont know 

16.5. Do you currently conduct business through any of the Apparel manufactures 
common portals? 

• Yes 

n No 

• Dont know 

17. Barriers on joining a common portal 
17.1. Barriers related to joining a common portal (multiple answers) 

• Infrastructure not ready for Internet Business 

• Security problems on providing business information 

• Security problems on linking database to the portal 

I J Logistical Problems 

f j Other (Please specify) 

THANK YOU FOR YOUR KIND COOPERATION 
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Appendix 2 - Apparel Industry 
Background to the Global Apparel Industry 
The global apparel industry has seen a concentration of markets in the more developed 
regions of the world, namely the US, Canada, EU and Japan. This has resulted in the 
apparel manufacturing industry thriving on export of apparels to the larger players of 
these markets namely the USA and Europe. The significant proportion of the global 
apparel industry is heavily regulated by the Multi Fibre Agreement (MFA), which 
came into existence in 1974. Under the MFA developed countries negotiated bi-lateral 
trade agreements with individual exporting countries to restrict the volume of exports 
with a view to protect domestic industries. The quota restrictions while restricting the 
volume of exports by certain developing countries also provided an opportunity for 
smaller manufacturing countries to have an entry into the larger, more developed 
apparel markets in the world. 

The global apparel export is around US $ 200 billion where the major buyers are 
European Union, United States, and Japan. The suppliers list has been dominated by 
China and Hong Kong followed by Turkey and Mexico. 

Current Position of the Sri Lankan Apparel Industry 
Structural Distribution 
The apparel industry comprises approximately 859 enterprises registered with the Sri 
Lanka customs. This statistical figure excludes any enterprises where the volume of 
exports is less than Rupees 250,000. An enterprise is defined as a factory or 
establishment operating as a production unit, irrespective of whether it exports 
continuously throughout the year. Some of these registered units may be only one
time exporters. 
Contribution to the Sri Lanka's apparel exports has been dominated by few large 
enterprises. According to the Sri Lanka customs, in 2001, the top 22% of exporters 
have contributed to 85% of the value of exports. 

Sri Lanka has been depending mainly on two major markets; USA and UK. According 
to the customs data these countries import around 82% of Sri Lanka's total Apparel 
exports. 

The success of this industry has mainly contributed by the generous tax concessions 
and incentives and comparatively cheaper educated and trainable labour. When you 
consider the weaknesses of the Industry few could be mentioned namely- absence of 
indigenous fabric base, lack of designing capabilities, concentration of few markets 
and lack of direct marketing links with major buyers.(Sunday Observer, 2004) 

2003 performance 
Textile and Apparel Sector has continued to maintain its dominant position in the 
Industrial Sectors by contributing around 4 3 % of industrial production and 50% of 
country's total export earnings according to the Central Bank statistics. 
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Exports of apparel during year 2003 were US$ 2400 million. During the first half of 
2004, it was US $ 1145 million which is about 6% over the same period last year. 

The Apparel Industry is still heavily dependent on imported inputs mainly fabrics and 
other accessories. Textile sector imports during 2003 were US $ 1372 million of 
which fabrics accounted for US $ 1014 million. (Central Bank Report 2003) 

The export orders for apparels, which began to increase in the latter part of 2002, 
improved further after the end of the Iraq war registering a 9.8 per cent output growth 
in the first half of 2003. However, given the high base in the previous year and intense 
competition in the international markets, the output declined by 9.9 per cent in the 
third quarter and registered only a 1 per cent moderate growth in the fourth quarter of 
2003. 
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Appendix 3 - eCommerce 

What is eCommerce 
Definitions of electronic commerce "E-Commerce" are as infinite and broad as the 
Internet itself, a term seeing increasing usage with very good reason. Essentially E-
Commerce is the trade in goods and services aided in one form or another. In that 
broad sense you are probably practicing some form of E-Commerce already, whether 
it be accepting orders by fax, use of a 'credit card swipe machine' in-store, or a full 
blown electronic data interchange interface on a corporate level. The hype you have to 
deal with on a daily basis probably deals with only one small part; Internet 
Commerce. In its simplest form, I-Commerce is the buying and selling of goods and 
services over the Internet offering the web But it's really more than that. It's a way to 
revolutionize It's a way to connect a business to its customers, vendors, by electronic 
technology. 

The importance of E-Commerce can be estimated by following statistics. The 
following figure illustrates the idea of E-Commerce. 

"Annual Business to Business E-Commerce is projected 
to soar from $43 billion in 1998 to $1 trillion by 2003 
And consumer market swells from $7.8 billion to $108 billion." 
source: 
Forester Research 

While various methodologies are now available, one of the most promising of the 
eCommerce scenarios to emerge is the eMarketplace. Research has shown, however, 
that many if not most business executives whose firms could benefit from employing 
technology are unclear on the concept as well as how and where it could fit with their 
activities. (Business-to-Business (B2B) eMarketplaces) 

Business-to-business e-commerce (B2B) 

Business to business (B2B) ecommerce is when companies are buying from and 
selling to each other online. But there's more to it than purchasing. It's evolved to 
encompass supply chain management as more companies outsource parts of their 
supply chain to their trading partners. 

The explosive growth of B2B eCommerce demonstrates the Internet's ability to offer 
both large and small companies major improvements in sales-order processing, 
supply-chain efficiencies, better customer service and the ability to reach a new and 
larger customer base. It is expected that by 2005, eMarketplaces will be involved in 25 
percent of all B2B-only transactions. Companies who have made the transition to B2B 
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marketplaces report procurement savings of up to 10%, and savings on business 
process costs of up to 60%.(Business-to-Business (B2B) eMarketplaces) 

Benefits of B2B 
B2B e-commerce can save or make company money. Some ways companies have 
benefited from B2B e-commerce include: 

• Managing inventory more efficiently 
• Adjusting more quickly to customer demand 
• Getting products to market faster 
• Cutting the cost of paperwork 
• Reigning in rogue purchases 
• Obtaining lower prices on some supplies 

What is a B2B exchange? 
At its most basic, a B2B exchange (also called a marketplace or hub) is a website 
where many companies can buy from and sell to each other using a common 
technology platform. Many exchanges also offer additional services, such as payment 
or logistics services that help members complete a transaction. Exchanges may also 
support community activities, like distributing industry news, sponsoring online 
discussions and providing research on customer demand or industry forecasts for 
components and raw materials. 

B2B Transactions typically involve long, complex processes including searching for 
vendors, requests for quotation, evaluating different proposals, negotiation, supply 
chain planning, shared product design, document exchange, billing, payment, and 
extensive data analysis. As a result B2B exchanges can go far beyond simply 
streamlining buying and selling; they can create customer-driven value chains that 
substantially reduce costs for both buyer and seller and better align the entire supply 
chain with the customer's needs. 

As explained by the research team of CAPS research in their paper "E-commerce 
Exchanges" B2B exchanges can generally be divided into three basic categories. 

Public e-marketplaces - Independently owned and developed on-line marketplaces, 
often funded by venture capitalists. E-marketplaces are neutral and have a primary 
focus on price discovery and clearing. They provide a forum for listing supply of or 
demand for specific products and/or services in an effort to create a transparent 
market. They also help reduce the cost of gathering purchasing information through 
quickly identifying trading partners and market pricing. E-markets are many-to many 
exchanges. Examples: FastParts, Medibuy, theoilsite.com. 

Industry-sponsored marketplaces (consortia) - Jointly developed and owned by 
two or more industry incumbents, sometimes including a blend of industry-specific 
buyers, suppliers, and distributors. Functionality could address any value chain 
process(es) and be broad in scope, e.g., supply chain forecasting and replenishment for 
most purchases, or narrow, e.g., product development for a single subsystem. 
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Industry-sponsored marketplaces can also address industry standards (systems or data) 
as they comprise a forum of multiple industry players. Consortia address many-to-
many relationships. However, several consortia are also now offering hosted private 
exchange services that allow members to obtain value from tailored technology and/or 
confidential one-to-many relationships. Examples: Aeroxchange, Covisint, Pantellos. 

Private exchanges (PTXs) - Incumbent-owned, one-to-many IT platforms used to 
manage, monitor, and/or optimize value chain processes with key trading partners. As 
with consortia, functionality can address any value chain process(es) and can be broad 
or narrow in scope. PTXs require partners to adapt to or integrate with the owner's 
technical applications and/or data management standards to participate. Examples: 
Boeing, DaimlerChrysler, Dow 

eMarketplace Challenges 

"In the next five years we will not be using the term e-business since all businesses 
will be e-business. " - Jack Welch 

Over time, more and more businesses will transfer more and more of their buying and 
selling activities online and eMarketplaces can be expected to capture a share of this 
new activity. As companies move to utilize or to establish eMarketplaces, certain 
factors must be kept in mind. As noted earlier, the eMarketplace replicates 
conventional business, but it is not a precise replication. While it adds such factors as 
speed and economy to the buy-sell process, there are elements of conventional 
business that are precluded when the human equation is removed. Things to keep in 
mind include the following: 

• Marketplaces make it more difficult for suppliers to add value to the process 
due to lack of customer interaction. 

• Pricing and availability information may become readily available to 
competitors. 

• How will existing trading partner relationships be affected by participating in a 
new marketp lace? ^ C ^ T M 0 0 \ 0 ' 

• Who is running the marketplace? Which organization best suits yoy 
companies goals? 

o An industry consortium 
o A large independent company 
o An independent 3rd party company with no industry 
o affiliation 

(Business-to-Business (B2B) eMarketplaces) 

B2B Integration 
At its simplest, B2B integration is the automated exchange of information between 
different Organizations. The ideal business model for exchanges is to accept orders 
and have the information immediately transmitted throughout their own and their 
suppliers organisations. The basic idea is that everyone immediately knows what they 
have to do to fulfil the order, reducing the risk of errors and wasting 
communication. 
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