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Company Overview 

NEXT plc is a major United Kingdom-based fashion and home retailer, trading through stores, 

online channels, international operations and a third-party brand platform. Listed on the London 

Stock Exchange, NEXT built part of its Sri Lankan manufacturing base at Katunayake within the 

Free Trade Zone, alongside plants at Andigama and Nawagaththegama, and a sourcing office in 

Colombo. NEXT Manufacturing's presence in Sri Lanka dates back several decades – press 

coverage of the 2025 closure variously traces the relationship to the late 1970s or the mid-1990s – 

making the company one of the country's longer-standing apparel investors. 

Group-wide, NEXT is a financially large and consistently profitable business: for the year to 

January 2026 it reported total Group sales of £7,004 million, statutory revenue of £6,901.3 million, 

Group profit before tax of £1,158.2 million and surplus cash of £792 million, continuing an 

unbroken run of revenue and profit growth stretching back through the preceding five reporting 

years. Its published strategy emphasises customer value, healthy margins, efficient global sourcing 

and returns on capital, which means an individual factory is judged not simply on whether it can 

produce goods, but on whether it can do so competitively within NEXT's wider international 

sourcing network. 

At the same time, apparel is Sri Lanka's leading export industry, employing roughly 350,000–

400,000 workers across around 400 production sites and historically contributing about half of the 

country's total export revenue. NEXT's strong global position and Sri Lanka's dependence on 

apparel exports meant that any decision NEXT took about its Sri Lankan footprint carried 

consequences well beyond the company's own balance sheet. 

Background: The 2025 Katunayake Closure and Context 

On 19 May 2025, NEXT Manufacturing announced the immediate closure of its Katunayake 

production plant, affecting 1,416 employees, while its Andigama and Nawagaththegama 

operations (NMA 2, NMA 3 and NMA Cutting) and its Colombo sourcing office continued 

unaffected. NEXT Manufacturing's Director, David Reay, told staff and the press that the plant 

had remained unprofitable for years and that “there is no prospect of this changing,” and that 

considerable effort and alternative options had been explored before the decision was taken. 

Officially, the closure was framed by the company purely as a cost and viability issue. In reality, 

independent Sri Lankan media, the Ministry of Labour and international labour-rights 

organisations – including the Clean Clothes Campaign, Labour Behind the Label, UNISON and 

the Business and Human Rights Resource Centre – have documented a second, contested layer to 

the story. They report that Katunayake was NEXT's only Sri Lankan factory with a recognised 

trade union, the Free Trade Zones & General Services Employees Union (FTZ&GSEU), and an 

active collective bargaining agreement; that the union's three-year agreement obliged NEXT to 

consult before workforce reductions and that this consultation did not take place; and that Sri 
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Lanka's Acting Labour Minister told Parliament the company had not obtained the Labour 

Department clearance required before terminations of this scale. 

Workers described being informed abruptly, with some accounts reporting notice delivered by 

WhatsApp message and the factory gates found locked the next morning. Sixteen workers who 

declined to sign voluntary resignation letters filed a complaint with the Labour Commissioner; by 

September 2025, campaigners reported the company had stopped paying even the basic wages of 

this group while the inquiry remained open. Critics have also pointed out that the closure came 

shortly after NEXT approved shareholder dividends and ahead of further upgrades to its annual 

profit forecast – timing that does not prove the cost explanation was false, but that sits uneasily 

alongside it. 

This ban-style tension – a stated efficiency rationale set against independently documented process 

and labour-relations concerns – is the defining feature of the case, in much the same way that Sri 

Lanka's 2021 agrochemical ban combined a stated environmental rationale with an underlying 

economic driver. Neither evidence stream disproves the other: a plant can be genuinely loss-

making and still be closed in a way that breaches labour-relations obligations. 

Impact on NEXT's Operations (2022–2026) 

Financial Performance 

NEXT does not publish a separate Katunayake income statement, so plant-level profitability rests 

on the company's own public statement rather than on independently verifiable accounts. Group-

level results, however, are fully disclosed and tell a consistent story of financial strength through 

the closure period. Total Group sales rose 10.8% to £7,004 million and statutory revenue rose 

12.8% to £6,901.3 million in the year to January 2026. Cost of sales rose 11.3% to £3,847.5 

million, slightly behind revenue growth, so gross profit rose faster still (+15.3%) and statutory 

gross margin improved from roughly 43.2% to 44.1%. Statutory profit before tax rose 20.8% to 

£1,192.6 million, and Group profit before tax rose 14.5% to £1,158.2 million, while surplus cash 

rose 18.4% from £669 million to £792 million. 

Extending the comparison back five years shows this was not a one-off: statutory revenue, gross 

profit and statutory profit before tax rose in every year from January 2022 to January 2026, 

including through the 2022 Sri Lankan currency and inflation crisis that also raised costs at 

Katunayake. Over the period, statutory revenue grew at a compound annual rate of roughly 10.5%, 

and statutory profit before tax nearly doubled, from £823.1 million to £1,192.6 million. 
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Figure 1. NEXT plc Group statutory revenue and profit before tax, Jan 2022–Jan 2026 (£m). Compiled from NEXT 

plc's published annual results. 

The picture this leaves is unambiguous at Group level: NEXT was financially strong and 

improving across every headline metric in the year the Katunayake plant closed. A growing, cash-

generative Group can still rationally close a loss-making plant to concentrate capital where returns 

are stronger – so the Group figures do not disprove NEXT's unprofitability claim about 

Katunayake – but they do rule out the closure being driven by weakness at Group level, and they 

give critics grounds to argue that a small, unionised factory's costs were an easy target relative to 

the scale of Group profit. 

Employment and Productivity Impact 

Government figures given to Parliament confirm NEXT employed 2,825 people across four Sri 

Lankan units at the time of the announcement. The redundancies were concentrated almost entirely 

in Katunayake Manufacturing (1,434 employees reduced to 93), with smaller reductions in 

Katunayake Embellishment and Product Development, while the 1,149 employees at the 

Andigama/Nawagaththegama operations were entirely unaffected. 
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Figure 2. Employment impact by NEXT Sri Lanka unit, before and after the May 2025 closure. Source: Apparel 

Resources, 22 May 2025; Newswire.lk, 22 May 2025. 

NEXT stated it would compensate affected staff according to Sri Lankan labour law, and the 

Ministry of Labour confirmed the company agreed to fully compensate all 1,416 redundant 

employees, including statutory gratuity and Employees' Provident Fund payments, under the 

Termination of Employment of Workmen (Special Provisions) Act, with a reported compensation 

cap of approximately LKR 2.5 million (about US$8,336) per worker. Some of those affected had 

worked at the plant for over 30 years, so the closure also risks dispersing apparel manufacturing 

skills that took decades to build. 

On the cost side, the closure occurred against genuine, sector-wide pressure: Sri Lanka's national 

minimum wage rose 40% to LKR 17,500 in March 2024 (with the apparel sector's own agreed 

minimum, including allowances, reaching roughly LKR 24,000), electricity tariffs were revised 

repeatedly through 2022–2025 including a further 15% increase from June 2025, and apparel-

specific producer prices rose 9.1% year-on-year in January 2026, the largest increase among 

manufacturing sub-sectors that month. This context makes a genuine cost-competitiveness 

problem at plant level plausible, without on its own proving that it was the primary driver at 

Katunayake specifically. 

Stakeholder Responses 

Government 

Sri Lanka's Acting Labour Minister, Mahinda Jayasinghe, told Parliament that the Labour 

Department had not received the prior notice required before terminations of this scale, and 

undertook to convene discussions between the company, the union and the Board of Investment. 

The government's position therefore combined an inquiry into the process followed with an 

acknowledgement, echoed in later commentary, that Sri Lanka's rising cost base – wages, 
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electricity and imported inputs – was making labor-intensive manufacturing progressively less 

competitive nationwide. 

Workers and Trade Unions 

The FTZ & General Services Employees Union said publicly that its three-year collective 

agreement obliged NEXT to consult before workforce reductions, and that this did not happen 

before the 19 May announcement. Multiple labour-rights sources allege workers were asked to 

sign voluntary resignation letters to receive compensation – a process campaigners describe as a 

way of avoiding the legal requirements attached to a formal mass termination – and that sixteen 

workers who refused to resign had their basic wages stopped while their Labour Commissioner 

complaint remained open, months after the closure. As one rice grower said of a very different Sri 

Lankan crisis in 2021, hardship on this scale prompts public protest, and Katunayake workers and 

campaigners have continued to press NEXT publicly through 2025. 

Shareholders and Investors 

There is no evidence that NEXT's shareholders were financially harmed by the closure; on the 

contrary, the closure coincided with a period of rising Group profitability, continued dividends, 

and upward revisions to NEXT's own annual profit forecast. Union commentary has used this same 

fact critically – asking, as one November 2025 UNISON statement put it, when workers might see 

a share of record profits – turning a sign of shareholder confidence into a point of reputational 

pressure on the company. 

Political Impact 

Sri Lanka's political response to the closure combined regulatory scrutiny with limited concrete 

action. The Acting/Deputy Labour Minister, Mahinda Jayasinghe, told Parliament the Labour 

Department had not received the prior notice required before terminations of this scale, and 

committed to holding discussions with NEXT management, the FTZ&GSEU and the Board of 

Investment (BOI) – the state body responsible for the tax concessions that originally attracted 

NEXT's investment into the Katunayake Free Trade Zone. However, commentators have noted 

that these discussions focused mainly on compensation arrangements rather than on reversing or 

delaying the closure itself, and the FTZ&GSEU's general secretary publicly rejected the company's 

justification, describing the decision as a breach of the collective agreement carried out without 

consultation. This illustrates a broader tension in Sri Lanka's investment climate: government 

bodies that grant BOI incentives to attract foreign manufacturers have comparatively limited 

leverage once an investor decides to scale back, since compensation and procedural compliance 

can be enforced after the fact, but the underlying closure decision itself cannot easily be reversed. 

The closure also sits within a wider period of political and trade-policy uncertainty for Sri Lanka's 

apparel sector. In April 2025, the United States announced a 44% reciprocal tariff on Sri Lankan 

exports as part of the Trump administration's global tariff policy, later revised down to 30% in July 

and to 20% from August 2025 following negotiations. Because apparel accounts for a large share 
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of Sri Lanka's exports to the US and the sector supports roughly 350,000 direct jobs, this tariff 

uncertainty added a further layer of cost and demand pressure across the industry during the same 

period as the Katunayake closure, independent of NEXT's own stated wage and energy cost 

concerns. While there is no evidence directly linking NEXT's decision to the US tariff 

announcement, the coincidence of timing illustrates how domestic labour-cost pressures and 

international trade policy combined to create a particularly difficult operating environment for Sri 

Lankan apparel manufacturers in 2025. 

Sector Context: The Wider Sri Lankan Apparel Industry 

NEXT's closure did not occur in isolation. Sri Lanka's apparel exports fell from US$5.6 billion in 

2022 to US$4.53 billion in 2023 during the country's broader economic crisis, before recovering 

to roughly US$4.76 billion in 2024 and US$5.02 billion in 2025 – evidence that the sector as a 

whole was recovering even as one factory contracted. Other manufacturers faced the same rising 

minimum wage, electricity tariffs and input costs documented above, and industry and academic 

sources describe a sector-wide push toward lean manufacturing, selective automation and Industry 

4.0 adoption as the main competitive response available to Sri Lankan apparel producers, rather 

than plant closure. The Ceylon Chamber of Commerce and manufacturing associations have 

repeatedly warned that tariff volatility directly erodes export competitiveness for energy-intensive 

manufacturers across the industry, not just at NEXT. 

Seen against this backdrop, NEXT's decision to close its only unionised Sri Lankan factory – rather 

than pursue the cost-reduction and efficiency measures other manufacturers in the same sector 

were adopting – is what has drawn the most scrutiny from labour-rights groups, since it suggests 

a choice between competing responses to a shared industry problem rather than an unavoidable 

outcome forced on NEXT alone. 

 

Corporate Response and Resilience Strategies 

NEXT's own response to the crisis centred on containment and continuity rather than sector-wide 

reform. The company confirmed that its embellishment and product-development units at 

Katunayake, its Andigama and Nawagaththegama plants, and its Colombo sourcing office would 

all continue operating, signalling a restructuring of its Sri Lankan network rather than a full exit 

from the country. This diversified, multi-factory structure allowed NEXT to close one loss-making 

plant with immediate effect while keeping the rest of its Sri Lankan supply chain – and therefore 

its wider sourcing commitments to buyers – intact. 

On compensation, NEXT committed to statutory payments, gratuity and EPF for all 1,416 

redundant workers and stated it would help affected staff find alternative local employment 

through contact with other production sites, a commitment the Ministry of Labour confirmed. 

Financially, the Group's strong and rising cash generation – surplus cash of £792 million, 
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underlying cash generation of £714 million – meant NEXT had the resources to keep funding 

Katunayake had it chosen to; the closure therefore reflects a capital-allocation choice about where 

to deploy resources across a global sourcing network, not an inability to finance the plant. 

What is largely absent from NEXT's public response is evidence of the kind of proactive, plant-

level cost-reduction programme – lean manufacturing, selective automation, energy-efficiency 

investment – that comparable Sri Lankan apparel manufacturers have pursued as an alternative to 

closure. NEXT has not published data confirming whether such options were evaluated at 

Katunayake specifically before the decision was taken, which is precisely the gap that has allowed 

the labour-relations critique in this case to remain unresolved rather than settled by the company's 

own account. 

SWOT Analysis 

The case can also be summarised through a SWOT lens, drawing together the financial, operational 

and stakeholder evidence discussed above: 

Strengths Weaknesses 

Diversified multi-plant network in Sri Lanka 

(Andigama, Nawagaththegama, Colombo 

sourcing) that continued operating unaffected by 

the closure; strong, consistently growing Group 

financials (£7,004m sales, £1,158.2m profit before 

tax); long-standing brand relationship with Sri 

Lanka dating back decades. 

No plant-level financial transparency, so 

profitability claims cannot be independently 

verified; abrupt, reportedly non-consultative 

closure process that breached the union's collective 

bargaining agreement; reputational exposure from 

international labour-rights campaigns (Clean 

Clothes Campaign, Labour Behind the Label, 

UNISON). 

Opportunities Threats 

Adopting lean manufacturing (value-stream 

mapping, 5S) and selective automation as an 

alternative to future closures; positioning Sri 

Lankan operations toward higher-value, higher-

skill manufacturing; strengthening ESG credentials 

and stakeholder trust through proactive 

consultation and transparency reforms. 

Sector-wide cost pressure from rising minimum 

wages, electricity tariffs and input prices; volatile 

US trade policy, including the 2025 tariff 

escalation on Sri Lankan exports; continued 

scrutiny from trade unions, government bodies and 

international labour-rights organisations that could 

affect NEXT's reputation and future investment 

climate. 

 

Recommendations 

▪ Establish Early-Warning Plant KPIs 

Monitor unit cost, labour productivity, machine utilisation, defect rates, energy per unit, overtime, 

absenteeism, downtime and plant contribution margin on a monthly basis. This will help 

management identify declining plant performance and take corrective action before the operation 

becomes economically unviable.  
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▪ Adopt Lean Manufacturing Before Considering Closure 

NEXT should consider value-stream mapping, 5S and waste-reduction methods as early responses 

to increasing unit costs. These approaches can improve productivity and reduce unnecessary 

activities, production delays and waste before a closure decision is considered.  

▪ Build Employee Skills and Plan for Just Transition 

Continuous training should be provided in machine operation, quality management, digital systems 

and lean production. If redundancies become unavoidable, affected employees should receive 

structured retraining and job-placement support to reduce the negative impact of job losses and 

preserve valuable skills.  

▪ Reform Consultation and Communication Practice 

Before implementing any future restructuring, the company should obtain the necessary Labour 

Department clearance and complete collective-bargaining consultation before making 

announcements. Resignation letters should not be used as a substitute for a formal and lawful 

termination process.  

▪ Strengthen Supply-Chain Resilience 

NEXT should maintain a diversified sourcing network while continuously monitoring total landed 

cost, quality, lead time, labour standards and environmental performance across its Sri Lankan 

operations. This would strengthen resilience and reduce the risk associated with dependence on a 

single production location.  

▪ Move Toward Higher-Value Manufacturing 

Sri Lankan apparel operations should increasingly compete through quality, design support, 

production speed and technical capabilities rather than relying mainly on low-cost production. 

Moving towards higher-value manufacturing can support stronger competitiveness and long-term 

sustainability. 

▪ Improve Plant-Level Financial Transparency 

NEXT should introduce disaggregated financial reporting for each Sri Lankan production unit 

(Katunayake, Andigama, Nawagaththegama), rather than relying solely on Group-level 

consolidated accounts. Currently, plant-level profitability claims – such as the stated 

unprofitability of Katunayake – cannot be independently verified, since no separate income 

statement is published per facility. Greater transparency at the plant level would allow stakeholders 

such as unions, government and investors to verify closure justifications independently rather than 

relying on company statements alone, enable earlier identification of underperforming units 

through comparable, auditable data across plants, and strengthen NEXT's own credibility in future 
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restructuring decisions by closing the gap this case study identifies between the company's account 

and independent evidence. 

Conclusion 

The Katunayake closure illustrates how financial performance and stakeholder responsibility can 

point in different directions inside the same case. NEXT plc's Group results for the year to January 

2026 – £7,004 million in sales, £1,158.2 million in profit before tax and £792 million in surplus 

cash, continuing five years of unbroken growth – show a financially strong parent company 

operating in a genuinely cost-pressured Sri Lankan manufacturing environment of rising wages, 

electricity tariffs and input prices. On the company's own account, the Katunayake plant had 

nonetheless been unprofitable for years with no realistic prospect of recovery, a plausible plant-

level story given that sector-wide cost context. 

At the same time, independent and trade-union evidence indicates the closure of NEXT's only 

unionised Sri Lankan factory was carried out without the consultation required under its own 

collective bargaining agreement, that workers were reportedly pressured to sign resignation letters, 

and that a wage dispute affecting workers who declined to resign remained unresolved months 

later. These two evidence streams are not mutually exclusive: a plant can be genuinely loss-making 

and still be closed in a way that breaches labour-relations obligations. Compared with the wider 

sector's preference for lean manufacturing and efficiency investment over closure, NEXT's 

approach at Katunayake stands out as the more abrupt option – one that protected Group 

profitability and supply-chain continuity, but at a reputational and labour-relations cost that 

remains, on the public record, unresolved. 
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Appendix 

Note on evidence limits: figures on plant-level Katunayake profitability, specific cost breakdowns and the 

substance of NEXT's internal review process are based on the company's own public statement and could 

not be independently verified from public financial disclosures. Where this report distinguishes between 

the company's account and independent or trade-union evidence, it does so explicitly rather than presenting 

either side as settled fact. 
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➢ 2022/C/092        Warnakulasuriya Sandun Rimoshan Fernando 

➢ 2022/C/100        Wickramasinghe Arachchilage Kamalsha Nethali 

➢ 2022/C/102        Withana Arachchige Dona Ruwandi Kulamini Gunasekara 

➢ 2022/C/109        Aluthge Mudiyanselage Prabudda Pradeep Nandasiri 

➢ 2022/C/111        Aththanayaka Mudiyanselage Shahini Vihanga Aththanayaka 

➢ 2022/C/118        Kandewathtage Anjula Heshan Bhagya Kandewaththe 

➢ 2022/C/119        Karuna Pathirannehelage Yushmitha Dilrukshi Kumari 

➢ 2022/C/130        Wakwelle Gamage Rajani Warunika Wakwella 

➢ 2022/C/132        Wijayalath Pedige Madhawee Hiruni Bhagya 

 


