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Abstract

The Readymade Garment (RMG) industry Bangladesh, which is considered as the lifeline of Bangladesh economy, is facing a critical period after 2004, in the post Multi Fibre Arrangement (MFA) era. Many argue that Chinese apparel exports will surge and Bangladesh apparel exports and jobs will suffer most. This dissertation examines the impact of MFA and has found that, while the former is true the latter has surprisingly not happened. 

Through the fieldwork and interviews with the Bangladeshi firms, this dissertation discusses the internal transformation that occurred in the RMG industry which was unnoticed. The global value chain framework is used to assess the development implications of the growth that altered the Bangladesh RMG industry over the past two decades. It also shows how the garment industry, which is essentially driven by the buyers in the buyer driven value chain, is linked to the industrial upgrading that occurred in different segments of the value chain. The industrial upgrading of RMG firms are  associated with organization learning and innovation along the value chain, namely mass to specialized products, assembly to full package production, which means gaining expertise in technical, sourcing and commercial capability. This expertise allows firm more autonomy towards the buyer supplier relationship and creates more opportunity for learning and stepping towards the other links of the value chain, both forward and backward. 

The dissertation addresses the history of the Bangladesh RMG industry, and acknowledges both international and national factors that contributed to the enormous growth. Based on open ended semi structured interviews with firms and buyers, and from secondary data, this study also reflects the hot topic of compliance from two perspectives, international and Bangladesh. The study also discusses the factors that are important for RMG industry in the open era. 
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Glossary
Agreement on Textiles and Clothing: A 10 year period transitional agreement, from 1 January 1995 to 31 December 2004, under the WTO, whose objective is to gradual integration of the textile and clothing trade, long subjected to bilateral quotas under the Multi Fiber Arrangement (MFA) into normal trade rules established in the Generalized Agreement on Tariffs and Trade (GATT) 1994. 

Antidumping: If a company exports a product at a price lower than the price it normally charges on its own home market, it is said to be ‘dumping’ the product. The WTO agreement allows governments to act against dumping where there is genuine (‘material’) injury to the competing domestic industry

Central bonded warehouse: is where raw materials could be imported in advance without opening L/C and would be preserved centrally for avoiding unnecessary delay in import process. The importation would be duty and tax free like individual bonded warehouse. 

CM (Cut and Make): Manufacturer involves in cutting, making and finishing of a garment. Buyer has to provide fabric, trims and design to the manufacturer. Also known as assembly making.

CMT (Cut-Make-Trim): Manufacturer involves in cutting, making, finishing and sourcing trims for any garment order. Buyer has to provide fabric and design to the manufacturer. 

CNF (Cost and Freight): refers to price charged for a product, includes FOB price plus freight charge. 

Code of Conduct: A set of conventional principles and expectations that are considered binding on any person who is a member of a particular group. In case of apparel industry, it refers to a list of labour standards. 

Compliance: Conforming to a specification, standard or law that has been clearly defined. Synonymously used with Code of Conduct in the apparel industry. 

Countervailing duties: An extra duty to restrict international trade in cases where imports are subsidized by a foreign country and hurt domestic producers. According to WTO rules,  a country can launch its own investigation and decide to charge extra duties. 

Cumulation: Provisions that allow producers in one country to use a certain amount of inputs from another country without the final good being classified as non-originating. SAARC cumulation will allow Bangladesh to use input from all the 8 members of SAARC country, without being classified as non-originating. 

Direct costs: Costs related to production of goods, for example the cost of materials, labor costs, transport and commission.

Everything But Arms: An initiative adopted in 2001 by the EU, which grants duty free and quota free access to imports of all products from Least Developed Countries (LDCs) without any quantitative restrictions, except for arms, munitions, and (temporarily) certain agricultural products. These preferences are dependent upon meeting stringent rules of origin. 

FOB (Free on Board): Refers to the price charged for a product by a supplier. The price includes material to assembling but freight and insurance. Also known as OEM (Original Equipment Manufacturing). 

Generalized System of Preferences: A system maintained by 27 industrialized countries which grants generalized, non-discriminatory and non reciprocal preferences in favor of developing nation to increase export earnings, to promote industrialization and to accelerate rate of economic growth. Each importing nation determines the goods, margin of preferences, and the value or volume of goods that may benefit from preferential treatment. 

Import quota: A direct restriction on the quantity of a good that can be imported into a country. 

Indirect costs: Costs indirectly related to the production of goods, for example overhead costs, design costs, cost of samples, cost of the factory building, and administration costs. 

Least Developed country: A country designated by the United Nations as least developed based on criteria of low GDP per capita, weak human resources and a low level of economic diversifications. There are currently 50 LDCs. 

Multi Fibre arrangement (MFA): A 1974-1994 arrangement to govern the world trade of textile and clothing, imposing quotas by developed world on developing country to regulate and restrict import of textile and apparel.

Rules of origin: Laws, regulations, and administrative procedures, which determine a product’s country of origin. A decision by a customs authority on origin can determine whether a shipment falls within a quota limitation, qualifies for a tariff preference, or is affected by an antidumping duty. These rules may vary from country to country and products to products.

Safeguards: An international law used by a country to restrain international trade through temporary and selective measures (such as increased tariffs, tariff quota, or quantitative restrictions) to protect a certain home industry from foreign competition. In textiles and clothing, this allows members to impose restrictions against individual exporting countries if the importing country can show that both overall imports of a product and imports from the individual countries are entering the country in such increased quantities as to cause or threaten serious damage to the relevant domestic industry.

Tariff: Customs duties on merchandise imports, either for protective or revenue purpose. 

Tariff peaks: Relatively high Tariffs, usually on ‘sensitive’ products. For industrialized countries, tariffs of 15 percent and above are generally recognized as ‘tariff peaks.’
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1 
Introduction

After independence in 1971, Bangladesh moved to a private sector led export oriented economy in late 1970’s from a highly protected government led economy in search of prosperity and growth. Even though there was little growth and development in the country as a whole; one particular sector, the Readymade Garment (RMG) industry
 was the beneficiary of privatization. From 0.2 percent in 1980’s, it came to 75 percent in 2004-05 of country’s total export.  This industry employs 1.8 million people of whom 90 percent are women. Trade liberalization as a form of globalization followed by the imposition of quotas by US was the key input while entrepreneurs played the anchor role to take advantage of these conditions. Government also came forward with favorable policies for further growth. 

However, the quota oriented world wide apparel trade came to an end on December 2004. What is going to happen in the Bangladesh apparel industry, which was predicted to lose its stake in an open market? This dissertation aims to discover the condition of the apparel industry as a whole at present and how the firms adjust to the situation with their internal rearrangement. Additionally, issues considered as vital for industry’s growth, such as infrastructure, information technology in the form of database, internet and software, and capacity building will be discussed. In order to place this study in context, the dissertation also presents a discussion about the most critical issue at present, which is compliance and features two different perspectives. The study is unique because most research ended prior to 2004 but this study was done in January and February 2006, nearly 13 months after the end of quotas. This dissertation examines fresh ideas from the firms, who were directly involved in the business and shows how they were adjusting themselves to cope with the new situation. This study is also the start of more in depth and continuous research, which needs to be done repeatedly until 2008, the ultimate end of any quota that can be imposed on any country.   

The dissertation starts with the global picture of apparel trade, and with a brief description how this trade was ruled by Multi Fibre Arrangement (MFA) from 1974 to 1994 as designed by USA and later by Agreement on Textile and Clothing (ATC) under World Trade Organization (WTO) rule. This section also describes the importance of apparel industry in the context of Bangladesh, its market and product concentration and its contribution to the greater society and the major events that took place in Readymade garment (RMG) history of Bangladesh. The section also covers the impact of the end of quotas on the industry and the apparel export surge of China in the US and EU. Section 3 reviews the literature related to the garment industry while section 4 and 5 discusses methodology and the information of the interviewees respectively. Section 6 and 7 examines how and why the firms started their garment business and the factors contributed to the rise of the RMG industry of Bangladesh respectively. 

In section 8, based on the field work, the study analyses industrial upgrading that has taken place over the year in the apparel industry through global supply chain concept. The study explains the insertion of Bangladeshi firms into the global supply chain by the lead firms i.e. buyers of the developed world and the effects of insertion to the firms’ capability of survival and growth. Section 9 explains the key factors for the industry’s growth, which are infrastructure, compliance, information technology, capacity building and regional cooperation and searching for new markets especially China. Then section 10 concludes the dissertation. 
2 Background

2.1 Global Picture of Apparel Trade before MFA
The apparel trade is considered as one of the most ancient and global export industries in the world (Dickerson 1999, USITC 2004). As a leading sector of globalization, the garment industry continues to increase its share in manufacturing communities in the world market. In fact, the growth is faster than any other trade in manufacturing activity (Ramaswamy and Gereffi 1998) with a rate of 10.2 percent per annum while overall world trade grew only at 4.9 percent during the period of 1980-92.
 Global trade in textiles and apparel has increased sixty-fold during the past forty years, from under $6 billion in 1962 to $353 billion in 2002 (Appelbaum 2005). Due to its low technology requirements and high labor absorption potential, low and middle income countries were the most beneficiary and shared 70 percent of global apparel export, rising from $53 billion to $123 billion in 1993 to 2003 period (Sattar et al. 2006, p2). However, textiles and the RMG industry are one of the few industries in which distinctive protectionism has been applied by developed world through different treaty, clause, and import tax, which has a history as back to the seventeenth century (Rock 2002; Bardhan 2003). 

Even though the trade was ruled by the developed world; it made positive impact on economies of Newly Industrialized Economies (NIE) i.e. Taiwan, Hong Kong, South Korea etc throughout the 1960’s and 1970’s. Later production was relocated in Indonesia, Thailand and Mexico and Philippines (Hale 2000).  These Asian economies have attained lofty per capita growth rates, relatively low income inequality, and high educational attainment, record levels of domestic saving and investment, and booming exports from the 1960s to the mid-1990s (The World Bank 1993). Growth in the textile sector benefits ‘upstream’ agricultural or manufacturing sectors through increased demand for material inputs or machinery and equipment. In addition, the textile and apparel sectors depend on the presence of many modern economic activities. Through developing export-oriented textile and apparel industries, a country acquires other knowledge and skills such as marketing, advertising, transportation, and communication. These advances highlight the importance of the textile and apparel industries to a country’s development process (Diao and Somwaru 2001, p 2).
From 1974, the industrialized world particularly the US, restricted imports of garments under the pretext of market disruption, named Multi Fibre Arrangement (MFA). This was a framework for bilateral agreements or unilateral actions that established quota limiting imports into countries whose domestic industries were facing serious damage from rapidly increasing imports. Since 1995, Agreement on Textiles and Clothing (ATC) has taken over from the MFA
 for 10 year period, from 1995 to 2004. Quota was withdrawn gradually to allow time for both importers and exporters to adjust to the new situation. By 1 January 2005, the quotas came to an end. The quota system ‘has been an extremely cost-effective method of bringing social and political stability to a very needy part of the world.’

2.2 RMG Industry of Bangladesh

Bangladesh, considered being one of the ‘Least Developed countries’ (LDC), has been tremendously influenced by globalization, particularly the restrictions in the apparel industry over the last decades. It experienced rapid trade liberalizations in the early 1990s and turned from being an agricultural economy to a market led economy. This situation encouraged the growth on export-oriented sector, garment export in particular (Table 1). For  Bangladesh, the quotas acted as a guarantee for certain quantities of export sales, helping to establish market presence, and acted as a way to emergence out of the MFA shield with its comparative advantage against other countries (The World Bank 2005).

      Table 1 Growth of RMG industry

	Year
	Export Volume (million dz)
	Export (billion$)
	Export Share in total (percent)
	Employment (millions)
	No of garment factory

	1985–86 
	4.67
	1.31
	16
	0.2
	594

	1990–91 
	30.57
	8.67
	50.5
	0.4
	834

	1995–96 
	72.01
	25.47
	65.6
	1.3
	2,353

	1999-00
	111.91
	43.49
	75.61
	1.6
	3,200

	2001-02
	140.44
	45.84
	76.57
	1.8
	3618

	2002-2003
	152.01
	49.12
	75.01
	N/A
	3760

	2003-2004
	182.08
	56.86
	74.79
	N/A
	3957

	2004-2005
	212.39
	64.18
	74.15
	N/A
	4107

	2005-2006 (Jul-Aug)
	47.27
	13.64
	N/A 
	N/A
	4135


       Source: Ahmed and Sattar 2003 up to 2001-02, cited in Montfort and Yang 2004 and BGMEA

Overall, exports increased in the 1990s by a factor of 4, with an annual growth rate in GDP about 5 percent, which was significantly due to the heavy growth of RMG industry (Muqtada, Singh and Rashid 2002).  Textile and clothing accounted almost 75 percent of the country’s total exports in 2004-5, which was 0.2 percent in the 1980s (Islam 2001).  Growing at an average rate of 24 percent annually has roughly doubled every three years since 1984 (Quddus and Rashid 1998). The industry played a key role in employment and in the provision of income to the poor, directly employing about 1.8 million people, or about 40 percent of manufacturing sector employment, 90 percent of whom are women  (Rhee 1990; Toai 2004). The industry supports indirectly about 10–15 million people. Over the past 20 years, the number of manufacturing units has grown from 180 to over 4000, 95 percent of which are locally owned.
 Figure 1 shows RMG statistics of Bangladesh at a glance and also shows how the growth takes place over the years.
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Figure 1 RMG statistics at a glance 
(drawn from Table 1)
2.2.1 Growth on Other Sector as a Result of RMG Growth

The forward and backward linkage industries and services such as textiles, accessories, transportation, and packaging have also been large beneficiaries.  It promotes the development of other key sectors of the economy, including textiles, banking, packaging, transportation, insurance and support industries. The success story also attracted foreign investors as a result of the reputation that the garment industry created. 

The apparel export Industry of Bangladesh has come to dominate the economic scene in the manufacturing and export sector of Bangladesh in a relatively short period of time. In terms of employment, output, export earnings, and linkages, it has had an unprecedented positive impact on the economy of Bangladesh (Quddus 1996, p18).

Almost $2 billion worth of economic activity in areas such as banking, transport, insurance, packaging, real estate, utility services, and consumer goods has been generated (Hiller and Olfames 2003, p 2). Approximately 70 percent of business at Bangladesh’s Chittagong port is garment related.
 It is estimated that port usage fees earned from the RMG sector account for more than 40 percent of the income of the port authority. RMG sector contributed about $65 million in Fiscal Year (FY) 2002 to earnings of the shipping business of the country by way of port charges, C&F agents, freight charges, forwarding charges etc.  Banking and insurance sector is also heavily depends on RMG sector. More than one-tenth of the commercial banks’ asset portfolio belongs to the RMG and textile sector in the country. In 2001-02, 46.14 percent of the total export financing portfolio of the commercial banks went for RMG. A World Bank survey revealed that almost all firms (98 percent) are the clients of the commercial banks for working capital and procurement of machines and equipment (57 percent). Insurance also other beneficiary, all firms have their machines and plants insured. RMG has boosted investment climate of the country and other sectors like shipping and logistics, real estate, professional services like utilities, CA firms, engineering sector, and hotel and tourism (Bhattacharya, Rahman and Raihan 2002).
 In total, the effect for the country is unique.     

Though enormous growth has taken place but this could be vulnerable as Bangladesh is dependent too much on it, as Sattar et al. (2006) states: 

The readymade garment industry has become the lifeline of the Bangladesh economy. It is the source of its strength and - in a way - could be the cause of its vulnerability. Too much of the nation's fortune is riding on this one sector. With the two million workforces it employs directly, and another one million in linkage industries, it supports the livelihood of some 10 million Bangladeshis who have been lifted out of poverty.

2.2.2 Market Concentration

The disadvantage that most literature revealed is too much market concentration towards EU and US and too much product concentration in certain items (Khundker 2002; Rahman and Raihan 2001). Bangladesh exports, more than 90 percent its garments, to European Union and USA (Table 2).  MFA from the US and GSP provided by EU was the reason for this market concentration. Even after 2004, in the open market, the scenario is almost the same due to the safeguard that are imposed by US to china for export surge ( will be discussed later).  

      Table 2 Major Export Destination and their share in total apparel export

	 
	export 2003-04 million$
	% of total of export
	Export 2004-05 million $
	% of total of export

	EU
	3664.427
	64.45
	3945.653
	61.48

	USA
	1628.588
	28.64
	2026.091
	31.57

	Canada
	256.4
	4.51
	307.941
	4.80

	other countries
	113.148
	1.99
	114.391
	1.78

	Australia
	3.739
	0.07
	7.299
	0.11

	Japan
	19.786
	0.35
	16.302
	0.25


      Source: Export Promotion Bureau

2.2.3 Product Concentration 

Product concentration is another worry for apparel industry. Only five items dominated the export market throughout its history (figure 2). These five items; shirts, trousers, t-shirts, jackets, sweaters constitute around 80 percent of the total apparel export. Even in two months of FY 2005-06, with an open market these five items still dominated the export basket. The reasons are partly due to the safeguard restriction and partly the mastery has been gained by the firms. 
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Figure 2 Year wise share of five major export items i.e. shirt, trouser, t-shirt, jacket, sweater 
(Source: BGMEA and Export Promotion Bureau)
2.3 RMG Industry post MFA: Bangladesh and China
Events predicted in the early literature(Montfort and Yang 2004; The World Bank 2003, 2005; Rahman and Raihan 2001; Sattar et al. 2006; Sattar et al. 2005; Minor 2002) on the Bangladeshi RMG industry after 2005 was haven’t happened in post MFA era. The RMG industry felt the initial shock in the first few months after abolition of quota. Export earning from woven garments decreased by $50.87 million or 5.6 percent during January-March period of 2005, the first three months of the quota-free regime.
 However, overall RMG exports from Bangladesh in the post-MFA world did not decline ; rather, data show that export growth during January-July 2005 was substantial to end the fiscal year 2004-05 with a growth of 13 percent, with knit garments registering phenomenal growth of  31 percent (Sattar et al. 2006, p5).
 

On the other hand, main competitor of Bangladesh, China’s growth was more than impressive. US department of commerce data showed that imports of cotton trousers from China to US increased 1,500 percent and those of knit cotton shirts 1,250 percent in the first quarter of 2005 in comparison to the same period in 2004 in following the abolition of quota.
 Following this the US government imposed temporary quotas
 under WTO agreements. Under this safeguard clause China can export in certain categories of textiles and apparel with up to 7.5 percent growth each year till 2008.
 A similar surge was found in the EU market as well. The European Commission data showed that, in general, in the first half of 2005, China has increased its exports to the EU by over 48 percent by value and by 40 percent in volume (Table 3). For products liberalized in 2005 there has been an increase in China’s market share by 145 percent in volume and 95 percent in value, in some categories it was as high as 500 percent. Following this export surge, the EU and China came to an agreement after arduous negotiation, which would manage Chinese growth of textile and clothing in ten categories until 2008.

       Table 3 Comparison of China and Bangladesh Export to EU in Jan- Sep 2005 

	 
	Imports 2004
	Imports Jan-Sep 2005
	Imports Jan-Sep 2005
	Growth Jan- Sep 04/05

	 
	Value million EUR
	Volume million dz
	Value million EUR
	Volume million dz
	Value million EUR
	Volume million dz
	Volume %
	Value %

	China 
	12,865.306 
	1,460.975 
	9,785.025 
	1,114.608 
	14,507.769 
	1,606.900 
	48,3 
	44,2 

	Bangladesh 
	3,849.575 
	497.345
	2,953.729 
	378.886
	2,700.776 
	377.503
	-8,6 
	0


       Source: European commission Trade issues, 28 September 2005
 

The safeguard measures gave the firms more breathing space. The knitwear alone showed a 60 per cent growth in the US market during July-May period of fiscal 2004-05 when its exports fetched $371 million. The total exports to USA stood at around $2 billion during the period. Anisul Huq, ex-president of BGMEA directly attributed this growth to WTO safeguard clause against China and commented this trade growth in the US market would sustain more or less until 2008, when the WTO safeguard clause would eventually go. In current year, EPB data shows that in knitwear, in the first 8 months, July to February in FY 2005-6, the export growth was around 30.18 percent compared to same period of FY 2004-05, with a value of nearly $2.37 billion. BKMEA data also shows that in last 15 months, there were 186 new knitwear factories established, which means one factory in every two and half days. 

Similarly, woven export also saw growth after a downward trend in the last couple of years. Tipu Munshi, President of BGMEA, said that there was negative growth in woven exports up to September 2005 after the removal of quota, but the scenario shifted around later period, with a growth of 8.35 percent. He commented, as knit has their own backward linkage, that’s why it is growing faster than woven, which is heavily dependent on imported fabric. 
 This study also found the same result; the firms were expanding their capacity, even up to 300 percent in some cases, to meet this huge demand.

The growth that Bangladesh is experiencing is tremendous now.
  So it is really tough to predict the future in a situation which is more dynamic than any other industry. Moreover, the tension between US and EU trade with China made the situation more critical, as China’s rapid surge of growth in textiles and apparel is one of the main concerns. China is currently termed as ‘best place’
 for by many of the importers. Neither quality nor production costs that are identified by most garment producer as biggest challenge, as Bangladesh is cheaper in some categories than China, lead time is their main problem.
 

But when you aggregate together decent factories, political stability, time, availability of fabric and relative speed to market, and put the whole package together, china has some favorable components compared to other Asian countries. [Tom Glaser, Vice president of Global Sourcing and Managing Director, VF Asia.] 

However, there is hope too, as ‘Nobody is moving all their sourcing to China,’ says Kurt Cavano, Chairman and CEO of TradeCard, a company that automated financial trade transactions from procurement through payment. 

What people are looking for is a set of vendors in strategic locations to allow them to manufacture if safeguards – or anything else- become an issue (Kusterbeck 2005). 

Slow and steady way of dealing the situation by the retailers and other buyers, make them stick with their traditional supply chain sources instead of any dramatic shift. This could be disaster for them putting too many eggs in the same basket.
 This is not the end though, Glaser also said that China can’t take the all world, and there would be some other places which could be better for certain products too.

2.4 Major Calendar Events in RMG History of Bangladesh

	1977
	First shipment of Reaz Garments to France

	1978
	Desh-Daewoo agreement for technical and marketing collaboration signed on July 4, benchmark for the start of the garment industry.

	1979
	One hundred and thirty Desh supervisors and managers leave Dhaka on April 1 for Daewoo’s Pusan Plant in South Korea for six months of training in the export oriented garment business; Desh trainee return on November 30.

	1980
	Desh modern factory, at the time the largest in Asia outside Korea, constructed on the specifications and with the technical assistance of Daewoo, goes into operations; 15 Daewoo technicians are sent to Bangladesh for the on-job training.

	1980
	Back to back L/C facility granted by Bangladesh Bank; bonded warehouse facility extended to 100 percent export industry. 

	1981
	Desh-Daewoo agreement cancelled on June 30 after only one and one-half years of factory operations. 

	1982
	BGMEA formed to promote and protect the interests of the manufacturers and exporters of RMG.

	1985
	First UK, then France and Canada, and finally USA imposed quota restrictions on Bangladeshi export of popular RMG products such as shirts, blouses, shorts and jackets. 

	1986
	After quota negotiations in Washington DC in February and in Brussels in July, UK and French quotas are largely withdrawn; EEC trigger level for quotas are raised and US quotas are relaxed.

	1987
	Advisory committee with 23 members formed to help resolve the financial and administrative crisis at BGMEA.

	1988
	Floods of unprecedented magnitude hit most of Bangladesh including Dhaka.

	1989
	First exhibition of exportable apparel for foreign buyers held in Dhaka, BATEXPO 89.

	1991
	A cyclone devastates Chittagong; Desh’s main factory damages beyond repair. 

	1992
	RMG gross export crosses the psychological barrier of one billion dollars.

	1993
	Bangladesh is now largest supplier of shirts to EEC.

	1995
	Apparel Industry moved to ATC from MFA era. A sharp decline of apparel share to total export, nearly 80 percent in previous FY to 57 percent.

	1997
	Employment in the apparel sector increased to 1.5 million, whom 85 percent were women.

	1998
	Flood, worst natural disaster that took place in recent history. The total damage to private and public property is estimated to be about $3.4 billion. 

	1999
	Slow Flood, less severe than 1998, still caused. GDP growth dropped to 4.9 percent from average 8 percent pre flood growth rate.

	2001
	China joined the WTO, RMG sector expected challenge after MFA phase out in 2005.

	2002
	BGMEA launched country’s first Business to Business (B2B) web portal in Dhaka, www.bangladeshgarments.info. Norway and Australia have allowed duty and quota- free access of all products.

	2003
	Bangladesh got duty and quota free access to Canada to most goods including textile and apparel. Enrolment of 26 Nigerian students at Bangladesh Institute of Fashion and Technology (BIFT) Chittagong campus for first time. BGMEA, with the help of South Asia Enterprise Development Facility (SEDF), arranged two apparel shows in Montreal and Toronto of Canada.

	2004
	Grenade attack on Awami League rally, largest opposition team in parliament, feared foreign buyers to continue business. Destructive flood, BGMEA’s survey claimes 50 percent RMG units flood affected, in numbers, 1061 in Dhaka while 630 factories in Narayanganj. The documentation process for RMG exports at Kamalapur Inland Container Depot (ICD) has been simplified to six stages from 38 stages. First Ever Bangladesh Apparel Fair in Tokyo, Japan. Buyer reception cell of at Zia International Airport opened by BGMEA. 

	2005
	Quota is withdrawn on Jan 1, this is open market now. WTO meeting in Hong Kong allowed duty free access of 97 percent of products, apparel set to be excluded. Trade union was allowed to EPZ as The US authorities threaten to withdraw GSP facilities for Bangladesh. The bill titled ‘Tariff Relief Assistance for Developing Economies’ Act of 2005 (TRADE Act of 2005), seeking duty-free access of all Bangladeshi products to the US market, was placed at the lower chamber of Congress by Bangladesh Caucus in the US Congress. BGMEA, later, had appointed lobbyists in the United States to help move the bill in its favor. 

	2006
	$12 million order from its first ASAP Global Sourcing Show in participation in Las Vegas, USA. Government enhanced fund to $100 m from $38 m.


     Source: from 1977 to 1993 adapted from (Quddus 1996). Others Various BGMEA Newsletter issues and other sources

3 Literature Review 

This section reviews the literature relevant to the garment industry of Bangladesh. There have been a variety of studies examining the importance of the textile and RMG industry in Bangladesh. Some researchers (Paul-Majumder and Begum 2000; Rock 2002; Sajeda Amin et al. 1998; Paul-Majumder 2002; Khundker 2002; Afsar 2000; Grumiau 2000; Hewett and Amin 2000; Hossain, Jahan and Sobhan 1990; Kabeer 2004) have focused on the effects of garment industry in terms of migration of rural women towards the urban city and how the industry influenced women’s life in every aspects: from empowerment in household work to their economic rights.  These researchers also showed how the cheap labor particularly of women workers, have been exploited by lower wages, more working hours and unhealthy conditions. Other studies discuss trade unionism in the garment industry (Khan 2002) or consider the burning issue of ‘sweatshops’ in the garment industry (Kearney 2003; Wilkins 2003; Frynas 2000). Appelbaum (February 5, 2005) praised two universities for taking stand against the sweatshop production for their logoed apparel.
Much of the research has spotlighted the tremendous growth of garment industry, from 0.2 percent export in 1980’s to 75 percent in 2004-05 and the effects of globalization (Bow 2001; Muqtada, Singh and Rashid 2002; Ahmed 1989; Dowlah 1999; Haider 2003; Mahmood 2002). These studies also showed how MFA and GSP schemes of EU nurtured the growth of RMG industry with a fixed market and at the same time developed a ‘segmented’ backward linkage.  Bhattacharya, Rahman and Raihan (2002) investigated the overall contribution of garment industry towards Bangladesh economy in accordance with attracting Foreign Direct Investment (FDI), to banking, insurance, education, shipping and logistics etc. Rhee (1990) analyzed entrepreneurial skill; a ‘catalyst’ along with the MFA. This was further investigated by Quddus (1996; 1993) who showed that brilliant entrepreneurship was one of the main reasons for this enormous growth. Kathuria, Martin and Bhardwaj (2001) commented that the extraordinary growth rates of Bangladesh apparel industry was result of combination of MFA, favorable policy by the government with adequate infrastructure. Similar patterns found on the rise of the garment industry by other researchers (Khundker 2002; Ahmed; Dowlah; Haider; Mahmood). 

The other study focused on the problem associated with the RMG industry; it was found that infrastructure constraints are the main bottleneck (Bow 2001; Sattar et al. 2005; Montfort and Yang 2004). But in case of capacity building constraints much of the research to date has focused on job training and primary education for workers.  Khundker (2002) looked for capacity building through training and introduction of skill related course, while World Bank funded on fashion and Design Development; Rahman (2000) stressed on workers primary education for better productivity through less mistakes, using sophisticated machines through experience and being substitute in absence of others; Bhattacharya and Rahman (2000) asked for skill development, facilitating technology transfer through short term incentive package.  
A big number of researches focused on quota issues of MFA and concentrated on the ramification of post quota period. This includes different organizations like The World Bank (2003, 2004, 2005) through separate individual study, United Nations (2005), USITC (2004), BIDS (2004) to individual researcher Appelbaum (2004), Bhattacharya and Rahman (2000), Toai (2004), Nordås (2004), Naumann (2005), Sattar et al. (2005), Minor (2002), Montfort and Yang (2004), Hayashi (2005), Islam (2001), Dowlah (1999), (Bow 2001), Hoekman and Prowse (2005). All of these studies predicted more or less, extreme to moderate downfall for the Bangladesh apparel exports after the quota free period. However there are two different outcomes of these studies. The Western researchers gave negative outcome, on the other hand local researcher’s outcome was challenging, if not optimistic. 
For example, a Swiss consultant, Gherzi Textil Organisation, commissioned by the Bangladesh Ministry of Commerce, predicted bad scenario unless Bangladesh improved its infrastructure, and suggested that exports would decrease by $2 billion and around 800,000 jobs would disappear. The World Bank (Sattar et al. 2005, pii), using GTAP model, predicted export shocks and economic welfare losses for Bangladesh. Over three-to-four years, the model predicted, the economic welfare costs could run to $370 million. In terms of jobs, Bangladesh losses could be significant – 17 percent of the current workforce in apparel and 5 percent in textiles. Focusing on the LDCs and using a global general equilibrium model and the latest version of the Global Trade Analysis Project (GTAP),  more rigorous analysis has done by Montfort and Yang (2004, p 25-30) in IMF working paper. Assuming seven different scenario in post ATC period elasticity of substitution and factor markets such as labor and capital, domestic investment, returns of investment, land, nominal wages etc, the report concluded the consensus ‘Bangladesh is likely adversely affected by following of quota.’ Some other study predicted loss of 1 million jobs (Oxfam 2004, Foo and Bas 2003) to loss of value as of much as $100 million (Hoekman and Prowse 2005), while other predicted ‘at least initially hurt Bangladesh’ (United Nation 2005) to ‘most negatively/ most severe’ (Naumann 2005). 
On the other hand, local researchers Islam (2001), Dowlah (1999), Bhattacharya and Rahman (2000), Khundker (2002) took cautious approach in analyzing the post MFA situation. Though everybody showed concern about the fall of the garment export, their studies concentrated on survival and growth by policy reforms, infrastructural development, compliance and labor law implementation but with local tacit knowledge. For instance, DWPP report (September 2005) believed through opening and expanding of international buyers local office, Bangladesh is still in favor of international buyers. On the other hand, Rahman (2004) expressed ‘cautious optimism’ which lies on opportunities in challenge that can be opened through rapidly expanding apparel market after MFA. He showed that US apparel market would grow up to $120 billion from $79 billion of imports, and if Bangladesh can retain its share of 2.5 percent in the US and with a potential enhancement to 3 percent, Bangladesh could achieve sustainability of the industry and at the same time tremendous growth.

There are relevant accounts of the post MFA era. For example, the DWPP report in September 2005 showed a growth of 8.7 percent over the same period in 2004, while other reports by International Textiles and Clothing Bureau (ITCB) in WTO ministerial conference revealed that in the period January–June 2005, compared to the same period in 2004, Bangladesh increased its exports by 21.5 percent, (Ahmad 16 December 2005). Moreover, World Bank report on January 16, 2006 admitted their previous forecast was wrong. They confirmed that Bangladeshi firms were playing much better than predicted; export increased by healthy 19 percent in value and 20 percent in volume since the abolition of quota in January- September 2005 period compared to the same period 2004, with an overall growth rate of 13 percent in 2004-05 (Sattar et al. 2006). The DWPP report showed that this tremendous growth has been possible because of knitwear, which has higher export net retention but concluded that it was very early to establish any hard fact. 

The latest study, available on this subject was written by Bylund and Eriksson in January 2006 (Which was not cited in the text because of unavailability while writing).  Using case study type semi structured interview with specific buyers, organizations, five industries; the study showed that forecast of mass job losses and deterioration of export didn’t occurred after MFA phase out. Even though the conclusion and suggestions were not new, however, this research showed optimism from every corner, from buyer, to organizations to industry. The paper commented that the long-lasting relationships with buyers and Bangladeshi firms made the difference in open period. 
4 Methodology
After conducting a literature review, the core of this research was 6 weeks trip to Bangladesh, in January and February 2006. Prior to visit, a detailed questionnaire was developed with the aim of finding out how the apparel firms developed their business capability and used the opportunities available to them. The questionnaire also investigated basic attitudes to strategic, past to future policy and how the companies viewed their prospect in open market without any quota. The research was primarily intended to be done in two stages: an online questionnaire survey and upon response, among them, face to face interviews would be conducted to get closer insights and their corresponding responses. However, despite repeated attempts, very limited response online forced to change to the original concept; and a concentration on  the research then devoted to face to face interviews based on the original questionnaire that was set up for survey. 

Thus, the primary method of data collection consisted of open ended strategic interview questions with apparel firms and buyers. The interviews were taken in most cases in the factory premises. Secondary material was also used, literature, research publications, trade and production data, interviews given by key people in the garment trade in different sources, articles in local news papers and internet. These are listed in the bibliography.

Even though, the questions in the questionnaire were semi structured (see Appendix), the interviews were open, which gave more detailed information than predicted. The order of the questions asked varied depending on the situation, and additional questions that arose during the interview were also raised. The interviews lasted from half an hour to 3 hours and when the person interviewed agreed, which was likely in most cases, a recorder was used. Interviews were conducted primarily in Bengali with a variety of levels including the company’s owner, Director, Executive Director, Operation Director, General Manager, Commercial Manager and Merchandiser. The factory visit included traditional a sewing floor with cutting, sewing, finishing and quality checking, in some cases with textiles like weaving/knitting or dyeing/finishing. 

The interviews with apparel firms mainly took place in Dhaka, the capital, which is also considered to be the garment capital of the country, with surrounding areas like Savar, Narayangonj and Gazipur. Chittagong was the other area considered, nearly 300 km south east of Dhaka, which is famous as port city and export import hub for the garment industry. Most factories interviewed were situated outside Export Processing Zone (EPZ), while few were into the EPZ. It has to be considered that rules and regulations of EPZ is a little bit different then those in outside EPZ. Interviewees were most cases big factories, which were well placed and reputed in the apparel industry, thus the research could be extended including more small firms which has a fear to lose their business. However, the interview reveals that there were huge orders in hand of those firms which were subcontracted to small factories and there were no panic at least until 2008. 

The study also included some informal communication, and direct observation which gave added depth. Further communication to the interviewee also took place to get more detail on the data. 

5 The Participants

Interviewees were usually big factories and most of them have reputations in overseas and local markets as garment producers, with production range of 2.5 million to 26 million pcs per year and are expanding their capacity by the tremendous pressure of the orders. Shanta Industries Ltd, falls into the category of medium, producing less then 1 million per year but was positioned into the top quality product range, for example Mark & Spencer (M&S), and then others like Next, Zara, Mexx in Europe and Tommy Ralph Lauren, Tommy Hilfiger. However, this is not the end, most, if not all of the firms that I interviewed, are famous in the world apparel market, not only because of their quality, but also because of the goodwill they earned maintaining compliance.
 

  Table 4 Facts about the firms those interviewed

	Variable
	Empirical Findings 

	Factory type
	Knit : 56%

Woven: 25%

Both: 19%

	Establishment
	Before 1990’s: 6%

1990’s to 1995: 21%

1996 to 2000: 42%

from 2001 to date: 16%
Not answered: 15%

	Export unit/ year in million unit
	Less than 1m: 6%

more than 1m but less than 2.5m: 6%

more than 2.5m but less than 5m: 46%

more than 5m but less than 10m: 24%

more than 10m but less than 25m: 12%

more than 25m: 12%

	Company classification
	Private: 100%

	Largest stakeholder
	Family: 84%

Individual: 16%

	Annual employee turn over rate in %
	Less or equal 0: 6%

>10 but ≤ 15: 63%

over 15: 13%

Information not provided: 19%


There were 56 percent knit and 25 percent woven and 19 percent both knit and woven manufacturing units in the interview group (Table 4). The firms those were established around the 1990’s could be considered as second generation industry and during the interviews, it was found that those industries consisted nearly 63 percent. Within this 63 percent, over 80 percent were established in 1995 or later, which is considered a golden era of apparel expansion of Bangladesh. Only 16 percent of firms were established into the very preliminary period i.e. in 1980’s. The last groups, with a percentage of around 16 percent marked their footprint in current century and already succeed in apparel exports. Interstoff Apparels Ltd, established in 2005, with an annual export of 6 million per year and Viyealltex, established in 2003, with an annual export of 8 million per year, have come strongly into the business. 
 In both cases, they had been engaged in this field for many years and made various networks with suppliers and buyers before coming into business finally. 
All of the firms hold a good share of their business in garment industry. Some of them established second or third units in recent times, to keep pace with the demand. Others established new industry i.e. from knit to woven or vice versa. Firms increased their turn over by investing into more value added products, which in turn showed their learning skill in the industry and at the same time showed their capability to be entrepreneurial. Some of them went beyond that and have established accessories or some of the backward linkage industries either to reduce the lead time and to present a full package to their buyer or to keep the profit to themselves. Whatever the reason, they saw it as a good prospect, to capture their share due to the rapid rise of the world demand.

The study also revealed that Bangladesh’s apparel industry was completely privately owned and their largest stakeholder was most cases family members, a few were individuals. This supports the growth of the entrepreneurial skill and the dynamicity of the entrepreneurs who adjust themselves in new situations. The research also found that, high turn over rate was a problem identified by the firms, but they also use the same process, and hired skilled people from other factory with a higher salary, which could be as low as Tk.50 (nearly $1). However, as there are plenty of unemployed people, especially women are available in the market, the firms don’t think labor crisis is a major issue.

6 The Start of the Garment Industry

How the firms started their garment business, was different for different firms. But a notable feature is there was a striking difference for firms in 1980s compared to second generation firms of 1990s. In the 1980’s there were many initial constraints: poor infrastructure, no technical know how of the industry, non availability of the skilled labor and middle management, lack of marketing capability, lack of reputation of Bangladesh as an apparel producing country in the world, lack of financial and commercial knowledge of government for the industry along with bureaucracy, all at the same time.
 Considering all these constraints, firms improvised themselves with external help. 

In 1990s, the situation was somewhat different. Second generation entrepreneurs already knew that this business has low investment cost, high profit margin and assurance of market in the US through quota and in EU through GSP. Besides very cheap labor and government incentives were the other motivators available for this industry. Firms used to start with subcontracting first and once they gained experience of the garment production and managed enough trade networks, they came forward to establish their own mark in this business. [image: image3.emf]0 10 20 30 40 50 60 70 80 90
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Figure 3 Factors to start business by garment firms 

(Source: Interview)
Overall, great prospects in the garment industry came out as the most important factor with above four fifth of the response and with more than half responded available labor and technical know how as their motivator to start garment business (Figure 3). It is remarkable that, none of the 90’s factory considered foreign collaboration as important to start garment industry, whereas for the 80’s it was one of the essential parts to gain skill and hence move forward.

6.1 Case Study: 1

The Clifton story was particularly impressive how they started their business in the 1980s and how they overcame the situation that was against the growth of the industry. Clifton narrated: 

We were originally trader and importer; I had intention to do some creative job whereas trading was very simple, especially in Bangladesh. So when garment business first started, then I wished to start. However, we started in 1985. At that time we thought it as a very easy thing; we have to just sew and join parts of a garment, but later we realized this was more ‘critical’. Garment was not made by machines but labor. Garment is highly labor oriented job.
 Say for example, you need to match pocket stripe with body fabric, count number of stitches per inch while sewing, match thread color with body fabric color. There are lots of details that we need to look at. So when we started, we didn’t have any experience and we didn’t have any skilled workers, supervisor or manager. So what we did, we brought some cut body panel from the tailor shop and gave it our workers to join as a practice to gain skill. However, when we took our first order, we saw that it was very difficult to work this way and nobody could do it properly. 

They continued saying that it was a very tough time both internally and externally. Many firms also started their business at the same time and this was the time when the USA initiated quotas to the developing countries through MFA. Thus many contemporary firms closed their business failing to deal with these internal and external harsh situations.
 But Clifton resisted and took it as a challenge, they knew cloth is human’s basic need and there won’t be any reason for a fall in the business of apparel. The demand will always increase with a rise in income level. They then solved his crisis in a remarkable way, hired two technicians from Hong Kong for a six months contract who showed and trained the workers about production techniques. From then onward Clifton achieved quality of production and never hired foreign personnel. They learned to respond to the internal and external markets and non market factors place them in such a position that, from then on, they applied their technical and marketing know-how mastery for expansion and growth.

6.2 Case Study: 2

Uttara group described how they initiated processes which might be similar for much of the industry that is established today. They came just for a hobby, without any plan. Uttara was well known in the motor business and their bank has asked their late Managing Director to use their reputation in manufacturing industries. The bank offered funding assistance Uttara needed, which was big relief in terms of starting a business. But what is more interesting that Uttara first started their knitting project to make grey knit fabric while their most contemporary moved into garment business first. Once they succeeded in knitting project, they expand their business into knit dyeing and then in 1999, they established their own garment industry. This is not the end; it is more surprising to know how they started their woven garment business:

One day a retired person came to my late Managing Director to get a job. Then he [MD] thought for sometimes and decided to go into woven business and made that person the Director of company only saying, ‘It would be enough if you can return my expenditure of tea and smoking.

Thus their establishment of woven unit was not for any business reason, not to make any profit, not to enter into the market; it was an entirely personal reason,

7 Factors contributing to the rise of garment industry

While discussing about the factors that contributed to the rise of the apparel industry, most firms acknowledged three internal factors: favorable government policy, cheap labor force, entrepreneurial skill and two international factors: quota provided by USA and GSP scheme provided by EU as the top five reasons for their achievement (Figure 4).
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Figure 4 Factors for rising garment business

(Source: Interview)
7.1 Favorable Policy by Government

The government came out with some policies which triggered the business growth and the enterpreneur took the chance to gain on it.
 The privileges enjoyed by RMG sector through government policy are back to back Letter of Credit (L/C), bonded warehouse, Cash Incentives and reduced income tax rate.
 But the extraordinary success of RMG industry was notably goes to the back to back L/C and bonded warehouse. Back to back L/C was granted only for 100 percent export garment industry and considerably eased the financial load of the local entrepreneurs, 
In fact with very little of their own funds for running capital, [they were] able to complete the complicated process of manufacturing and export. This was certainly one of the main reasons why so many entrepreneurs, often with modest funds at their disposal, were able to start and succeed in this business (Quddus and Rashid 2000, p73, cited in Rock 2002). 

Bonded warehouse facilities provided further support which allowed exporters to import their inputs tax and duty free (Dowlah 1999).
 Additionally in 2004, government reduced the corporate income tax from 30 to 10 percent for RMG industry and from 30 and 35 percent to 20 percent for textile firms until June 30, 2006. Government also operates a Cash Compensation Scheme (CCS) through which local suppliers for RMG industry receives a 10 percent of the value added of export garments. From 2001 to 2003, CCS generated around Tk. 6 billion (or over $100 million) which further supports the growth (Montfort and Yang 2004). 

7.2 Availability of Cheap Labor

The second most important factor that came out from the response was cheap labor. Bangladesh is one of the cheapest on labor wages, even compared to the standard of the South Asian region (see Table 5). In World Bank’s 2001 study showed that average wage for Bangladeshi labor is around $0.21/hr which is the lowest among the SAARC countries. In 1993, it was as low as $0.16/hr.
 It is evident that firms have taken the advantage of the cheap labor. It would be unlikely even if the increased wage rate goes beyond the wages of its counterpart in recent future due to vast unemployment rate that exists in the country.

      Table 5 Hourly wages of apparel industry in SAARC country

	
	Bangladesh
	Nepal
	India
	Pakistan
	Srilanka

	Hourly wages in US$
	0.21
	0.31
	0.27
	0.26
	0.35


       Source: Global Development Solutions, LLC and the Garment Association of Nepal, 2001

7.3 Quotas of USA and GSP provided by EU

Third and fourth most important factors considered by the firms were international: quotas provided by the US through the MFA which was initiated in 1985 and preferential treatment by EU under the GSP scheme. The MFA has been called ‘the most celebrated case of global market sharing arrangement,’
 which was designed to protect the textile and garment industry of developed countries,
 due to increased imports which was accompanied by unemployment rate.
 However, this restriction proved to be a blessing Bangladesh as mentioned in background section 2. 
Two factors favored the entry of Bangladesh into the global clothing market at that time. First, the rising costs of production and the imposition of export quotas on major garment supplying countries such as Taiwan and South Korea spurred the movement of garment production to quota free countries such as Bangladesh that had cheap labor. Second, government policy in Bangladesh, as reflected in the Newly Industrial Policy (NIP) of 1982, sought to create a favorable climate for export oriented industries by such measures as the creation of Export Processing Zones (EPZ) and the extension of tax benefits and tariff protection to investors (Hossain, Jahan and Sobhan 1990, p37). 

With a definite market through quota, the firms gained experience through ‘learning by doing’ and at the same time made further growth to enter into new product and market. Whereas GSP Scheme provided unrestricted duty free access into the EU countries as a part of LDC, who use domestically produce fabric to make exported garment as an intensive to boost backward linkage.
 

However, there were two different outcomes for the preference given by these two export markets. Bangladesh had developed what Gibon discussed as (2001) relatively segmented products in the supply chain. MFA ensured a market to USA (Figure 5), which was used by the firms for woven exports. This is because woven exports traditionally relied on imported input from around the world. On the other hand, GSP scheme required at least a two stage transformation in the production process from the originating country: fabric and garments to enjoy the facilities. For this reason, most knit exporters were integrated into backward linkage, knitting and dyeing and in some cases spinning. 
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Figure 5 comparison of market share in woven and knitwear 2004-05

(Source: Export Promotion Bureau)
Knitwear currently raises its share than woven products because of its establishment of backward linkages industry under GSP scheme and hence provided more net retention (Figure 6 and Table 6).
 The two different regulatory environments of the US and EU markets were associated with different kinds of learning environments: US market provided highly structured learning experience while EU market allowed more diffused and dispersed learning experiences with functional and industrial versatility.  
	year
	1994
	2000
	2004

	Value addition
	50%
	70%
	75%

	Net Retention
	40%
	55%
	60%
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Figure 6 Net exports of total products in 2003-04 
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7.4 Entrepreneurial Skill of Private Organization

The fifth, not the least, important factor that emerged is the entrepreneurial skill of the private organization, which (Rhee 1990) described as the ‘catalyst model’ of the development. Entrepreneurs in the garment industry started business from a zero base, with no or little assistance. ‘It was indeed a difficult environment, fit for only bravest entrepreneurs’(Quddus 1993, p 30-31), entrepreneurs saw the opportunities that were lying ahead, grabbed them and boldly put their ideas in practice. As good practices and knowledge got diffused and enterprises developed, the government responded by coming up with policy and administrative reforms that facilitated the growth of the industry. Thus, entrepreneurs created an environment at the early stage, proved their importance to others, showed their dynamism to reform policy (Mahmood 2002).
 

Whenever necessary, firms found their own way to sustain and grow in a critical situation. For example, when Bangladesh was affected by flood in July-August 2004, many firms were drowned by flood, yet they took alternative way of fulfilling the order. Dhaka was under water, there was no transport available in most of the factor areas other than boat. Physical damage of stock fabric, yarn or garment in the warehouse was other problem that came into view. Export and import of raw materials and finished garment was severely destructed due to inability of the container to move along the way of factory. But even it was a shock to them; entrepreneurs were resourceful and handled the situation innovatively. Without having any other alternative, some of the firms hired boats to carry their workers and themselves and made alternative floor and store on the roof with temporary shade. This is only one story; cyclone in 1991, accusation of child labor in 1992, flood in 1998, recent collapse of one garment unit due to structural fault to name a few, yet they always made an impressive comeback. Their dynamicity also included international trade flows and more obviously the risk introduced by frequent change in policies, domestic uncertainty in politics and breakdown in law and order. They were quick learners and took a cautious approach all the time in a new situation. Throughout the interviews, the entrepreneurs appeared very positive whatever the circumstances and were keen to change the governance, but it was their relentless effort which forced the governance body to act in favor of the apparel industry. 

8 Value chain and industrial upgrading in the chain

This section will discuss the Global Value Chain or Global Supply Chain or Global Commodity Chain (GCC) and the concept underlying the industrial upgrading that occurs in the industry associated with global dynamics and around the supply chain. The value chain
 analysis is widely considered as the useful way of distinguish the trade and investment flows and understand the nature of the inputs and their relationship. Kogut (1985, p15) used the term ‘value chain’ and defines as,  

the process by which technology is combined with material and labor inputs, and then processed inputs are assembled, marketed, and distributed. 
A commodity chain refers to the whole range of activities involved in the design, production, and marketing of a product, which is later advanced by the world systems theorists (Hopkins and Wallerstein 1986), and enriched by subsequent empirical analyses of Gereffi (1994, 1996, Gereffi and Korzeniewicz, 1994) and others (Bonacich et. al 1994, Gibbon 1997, Ramamurthy 2000), facilitates in depth understanding where production and distribution functions are diffused globally (Vijayabaskar 2002). ‘Global value-chain research in particular seeks to understand the nature of these relationships and their implications for development’ (Humphrey and Schmitz 2001, p2). 

A GCC perspective starts from the premise that analyzing the dynamics and structure of global industries is a useful way to understand the local consequences of globalization for firms and workers. Value chain analysis is important in the sense that conceptually it shows clearly that production is very least part of creating value and it gives understanding of the way that trade in today’s world take place, so a better way of understand the problems and improving the situation of the weaker links (Kaplinsky 2000). Commodity chains are composed of links represent discrete, though interrelated, activities involved in the production and distribution of goods and services. The Apparel commodity chain extends from raw materials (e.g. Cotton or petrochemicals), to the production of natural or synthetic fibers or textiles, to the design, cutting, assembly, laundering, and finishing of apparel, and, finally to the distribution and retailing of garments (Appelbaum and Gereffi 1994; Appelbaum 2004). 
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Figure 7 Garment supply Chain with inputs in all direction 
Source: (Sturgeon 2001) and compiled from other sources

Figure 7 shows the garment supply chain with all the inputs associated with it. Each of these segments in the apparel commodity chain encompasses a variety of differences in factors such as geographical location, labor skills and conditions, technology, and the scale and type of enterprises. These characteristics also affect the distribution of power and profits throughout the commodity chain (Gereffi 2002). The garment part of the supply chain typically attributed to a low wage country like Bangladesh, and the textile part, considered as backward linkage, could be from the same country or could be imported as input from a nearby region. The top segment of the chain is considered as forward linkage which is typically attributed to what Gereffi (1994) termed as ‘lead firm’ of the developed world. The dynamics in this chain relies on the power exercised by different segments and the direction of the control of the market. Lead firms retain overall control of the industry while shifting production from one site to another. The invention of electronic technology made it possible while also maintaining their firm holds on design and marketing (Hale 2000). The figure also shows four other inputs associated to this chain, which could be considered as a backbone not only for the industry, but also the country as well. 

The Apparel business in South Asia is largely confined to buyer driven commodity chains (BCC) rather than producer driven commodity chains.
 In BCC, profits 
derive not from scale, volume, and technological advances as in producer-driven chains, but rather from unique combinations of high-value research, design, sales, after-sales services, marketing, and financial services that allow the buyers and branded merchandisers to act as strategic brokers in linking overseas factories and traders with evolving product niches in their main consumer markets (Gereffi 1999, p43). 

For example, Nike and Adidas sourced their clothing around the world without owning any manufacturing units. They concentrate on marketing and design to increase their profit while reducing costs and risk through outsourcing.
 Global markets relies more on innovative capability and an ability to shift from one process or product to another without loss in efficiency. Profit also comes from breaking traditional two season fashion cycles to nearly every month/occasion fashion sale (Hale 2000).
8.1 Industrial Upgrading

Industrial upgrading, from the value chain perspective, involves organizational learning to improve the position of firms or nations in international trade and production networks (Bair and Gereffi 2001, p150). The upgrading is a process of improving the ability of a firm or an economy to move to more profitable and/or technologically sophisticated capital and skill-intensive economic niches, which is associated with the process of building, extending, coordinating and completing integrated production and trade networks. These networks are resilient forms of social capital that are a valuable competitive asset in the global economy. Participation in global commodity chains is a necessary step for industrial upgrading because it puts firms and economies on potentially dynamic learning curves (Gereffi 1999). 
The learning of upgrading operates at several different levels: within factories, within local or national economies and within regions.  One way to operate with this level is to respond with the frequent changes in consumer demand with fashion trends followed by a buyer’s pattern of sourcing. This results in more fragmented market which could shift away from price toward style and quality, 
...the size of production runs has steadily declined along with the time available for manufacturers to respond to market demand (Winterton and Taplin 1997, cited in Doner and Ritchie 2001). 

Thus buyers push firms to improve price, delivery and quality and reduce lead time through better supply chain strategies, with implementation of new technologies and more extensive technical training. This push by the buyers offers options of upgrading to the producers to move towards backward linkage to add value locally (Nadvi et al. 2004). The other options of upgrading for the firms are to move along the supply chain from production to marketing by creating and managing their own brand name. This is where multinational marketing chains with global brand names, mediating between domestic suppliers and foreign buyers, can be very helpful in the longer term, and paying the high marketing margin they charge may sometimes be worth it. However, success in one segment of the chain does not assure success in subsequent ones. There are many obstructions to move up along these chains, and the barriers to entry for each role are typically more challenging and demanding as one move along the upgrading course (Bair and Gereffi 2001). 
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Figure 8 Industrial upgrading in the Asian apparel value chain. 
Dotted arrows refer to the sequence of production and export capabilities within economies. Solid arrows refer to a countries peak years for exports of specific products (adapted from Gereffi 2005, p 172)
Figure 8 reveals industrial upgrading that has occurred in apparel industry with in Asian in last 50 years or so. Japan in the 1950s and 1960s, the East Asian Newly Industralized Economy NIEs (Hong Kong, Taiwan, South Korea) during the 1970s and 1980s, and China in the 1990s became world-class exporters primarily to move along the buyer-driven commodity chains by gaining experience i.e. move from assembly of imported inputs to full package supply.  Subsequently, Japan and some firms in the NIEs pushed beyond the full package supply to their Own Brand name Manufacturing (OBM)
 by joining their production expertise with the design and marketing in domestic and overseas markets. It is obvious from figure 8 that a regional division of labor exists in the apparel supply chain, whereby countries at very different levels of development form a multilayered production links with a variety of export roles (e.g., the US or EU creates the designs and gives large orders, Japan provides the machines, the NIEs supply fabric, and low-wage countries line Bangladesh, China sew the apparel). Industrial upgrading occurs when countries change their roles in these export hierarchies (Gereffi 1999).  The figure also reveals the position of Bangladesh only in the garments chain, considering the woven apparel share in the garment export basket in the 1990’s and early 2000’s. But now we can place Bangladesh also into textiles if we consider knitwear, which is raising its share into the export basket tremendously and owns more than 70 percent of its textile production, which has been discussed in section 7. 

Let us analyze the upgrading that occurred in Bangladeshi garment chain throughout its history of export. The analysis is important because it can give insights of the continuous industrial change that has been taken place throughout the history of RMG industry which was unnoticed. As none of the previous study has considered the value chain research in the context of RMG industry of Bangladesh, particularly predicting its future post MFA, it is worth looking how the industrial upgrading that occurred inside the industry changed the course of the industry in an open period.

8.2 Upgrading at Factory level

Within factory there could be three way that factory can upgrade itself:

· From mass product to specialized product, cheap to expensive

· From assembly to full package supply.

· In trading activity

These are discussed in below:
8.2.1 Upgrading from mass to complex, cheap to expensive products

The very basic form of industrial upgrading occurs with in the factory by investing skills from cheap to mass product and from mass product to more specialize products. In most cases the factory started with subcontracting, where the factory supposed to perform cutting and making, known as CM (Cut and Make). CM is the basic activity for any firm, where the firms confined into production activities, started from cutting and then into more labor intensive sewing and finally by laundering and finishing. The buyer supplies fabric and trims and all other things associated with it. CM covers labor costs, overhead costs, trading expenses and the firm’s profit margin, and hence they get payment per dozen of garment for assembling. There is also another way of doing business, known as CMT, stands for Cut, Make and Trims, slightly upgraded version for CM, where firms has to source trims and buyer will supply fabric. By doing this, the producer learnt more and more about the buyer’s preference, quality of the garment, as Islam garments remarked,  

Garment industry became skilled day by day. 10 years before what we used to ship, buyers don’t take the same quality now; buyer knows now what are we capable of 

Once the skill is gained, the firms invested more and more to increase capacity and at the same time move from mass to specialized products and cheap products to expensive one. 

Interfab’s upgrading happened exactly same way as described before. They established their factory with only two lines,
 doing school shirts for a couple of months. Fabric was sourced by their buyer and Interfab was supported by technical skill of the buyer’s local agent. Once they gain the skill, their order was increased, so were their lines. Two to three, three to five, five to eight and currently they are running with eighteen lines. ‘No one can give better quality of school shirt then me in cheap price’ with this confidence he declared, ‘This year we get order of 2 billion piece, which is 90 percent of full school program. Only 10 percent was out.’ and their export value increased from couple of thousand US dollar in 1998 to more than $15 million in 2004-05. 
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Figure 9 Interfab’s upgrading towards cheap mass product school shirts to girls casual wear 
(Garment has to match check horizontally along the placket, pocket with body fabric, pocket flap matching with upper part, side matching with front and back and symmetrical matching of sleeves with each other)

At the same time, there were changes into their product category too. The school shirt came with different varieties, different styles. As Interfab earned reputation with their school shirts in the UK market,
 many other buyers approached them. Thus they moved from small to become mass producer. Nonetheless they realized there would be less growth in school shirts category, so they moved into fashion ware for kids, with the same buyer.  Over the time their workers developed the skills to go for higher value product range within the same buyer and also developed new buyers (Figure 9). The transformation from school shirts to Phillip Van Heusen (PVH)’s high range formal shirts can be put on Interfab’s view:  

When we started first people say that we couldn’t produce more than 300/400 piece per 10 hr shift, but we did 500 pieces per day in first months. From next on we do 700/800 pc per day which was very huge; PVH was very surprised. It was because we are so expert with school shirt, and formal shirt is somehow similar version of that, so it is not a big deal for us. However, PVH has policy not to make more than 700 pieces per day, so they don’t encourage us for more than that which I think we are capable of.

Babylon prepared in different way; firstly they moved from cheap to expensive, mass to specialty and then again to mass with the preference of buyers geographical location. As woven backward linkage is very expensive, so they concentrated on quality improvement, productivity increment and wastage lowering. At the same time they knew about the US market, whose consumption is huge and their buying pattern is different compared to EU. Most EU buyers don’t go with big orders and prefers to work with small order in same factory, while US buyers usually come with a huge order of 200,000 or 300,000 pcs and like to work with one factory for that quantity, which assured to be big enough to handle those orders.
 So size was an important matter in this context. They prepared themselves to balance being big enough for their US buyers and also flexible enough to be handle small orders for EU buyers. 

8.2.2 Upgrading from Assembly to Full Package Supply

The most typical upgrading move following assembly is Original Equipment Manufacturing (OEM), which involves the decentralization of a greater range of activities from the lead firm to the manufacturer that directly or indirectly receives the order.  The manufacturers, 

provide complete bundles of manufacturing-related services …including investment in production facilities (in both domestic and international settings), component and material sourcing, the manufacturing process itself, quality assurance, in-bound and out-bound logistics (Sturgeon 2001, p15). 
In the apparel industry, OEM is referred to as the full-package supply or realistically FOB (Free on Board) ,
 and the upgrading consequences of the shift from CM to the full-package role usually takes place at the level of the individual firms capability. At the level of the firm, garment firms require to source fabric, trims and need to perform cutting, sewing, laundering and finishing and other value addition activities, for instance, printing, embroidery, other embellishments if any, by themselves which is typically confirmed in the sample development stage or while taking the order. In short FOB order executes by supplier making products according to the design specified by the buyer and the product is sold under the brand name of the buyers and the supplier ends responsibility when the order is into the ship/air towards the destination and no control over further activity. Upgrading to FOB is important from the firm’s perspective because it demonstrates firm’s mastery of technical know how and expertise for sourcing, mainly fabric, which constitutes 50 to 80 percent of the total cost of a garment. Compared with the CM of imported inputs, FOB production changes the relationship between buyer and supplier and at least potentially, gives more autonomy and opportunities for learning to the supplier. The firms must learn how to do everything, and this process of learning often takes place in the context of a relatively long-term relationship with the buyers. The more stable and open the relationship between the client and the supplier, the more favorable is the environment for observing and learning from the buyer. The key to success in East Asia’s buyer-driven chains was to move from the mere assembly of imported inputs to a full package supply or OEM production (Bair and Gereffi 2001, p148).

Figure 10 demonstrated the firms upgrading from CM to full package supply. It is quite obvious that firms have upgraded themselves quite significantly, which means firms were capable of sourcing the inputs without the assistance of buyers. Most of the firms gained experience after doing few orders with CM and then when they knew the downstream side of the business, and then came out as FOB supplier.  
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Figure 10 Industrial upgrading at the firm level, at the beginning and at present
However, for big firms like Babylon, who are capable of 100 percent FOB supplier, still does a mixture of CM and FOB to fulfill their factory capacity, that’s why they take all the orders that come through. Figure 10 also revealed that some firms have been doing FOB order from the beginning; this is because they have been in the industry for a while. They knew the marketing, production technique and got buyers confidence to start with FOB. One particular firm was doing CNF, which means FOB order with freight charge, along with other FOB order. The firm reckoned that those CNF orders were done due to particular buyer’s interest and could reduce financial or insurance charge from the buyer end. It is obvious that this upgrading took place because of firms’ network to source fabrics and trims and technical expertise and at the same time their performance on logistics support and financial mastery.

Figure 11 illustrated the example of intensity of globalization in the apparel industry and also shows how a Bangladeshi firm gained that capability to source them along with buyer’s requirement. Fabric from figure was sourced from Brazil, popper button and interlining from Germany, Hanger from Srilanka, sewing thread and other labels and packaging from Bangladesh. For garment on the right, the sourcing was the same except, white fabric was sourced from Brazil, which was printed in another country and then came to Bangladesh for the final sewing. Regular buttons were sourced from Srilanka. 
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Figure 11 Global sourcing of apparel 

There are some distinguishing features for some of the FOB orders, especially if the buyers hold the top value market share. Those buyers’ source fabric for their suppliers and then instruct suppliers to place the order to that fabric mill. This is done for two reasons: firstly, the supplier may not have the contact through out the world and may not know the type and quality of the fabric that fabric mill is famous for; secondly, the buyers act as guarantee between the two unknown relationships, which is established after execution of several orders. Besides development of the fabric was going on from the buyer side directly ensuring all technical and quality details requirement, which may take as long as six months. Thus a firm feels comfortable to do this type of sourcing from the buyer side and then place the order with the fabric mill. However, for regular fabric and trims, the factory likes to source them, which gives them the opportunity to negotiate the price with their buyers to increase profit margin. Again, at the same time, all of them have their own product development teams which are generally confined to translating buyer’s specifications into practical knowledge that is necessary for production. 

The Full package export role has many advantages. It expands a producer’s customer base beyond the branded manufacturers that have traditionally favored CM networks in order to include the retailers and marketers that prefers full package or FOB network (Bair and Gereffi 2001, p148). However, the upgrading experience shows that this learning doesn’t happen once; it takes time for the firm to move into FOB from CM.  
8.2.3 Upgrading in trading pattern

[image: image24.emf]26%

32%

7%

8%

5%

22%

Woven garments

Knitwear

Jute & Jute goods

Frozen food

Leather

Others

Figure 12 shows the relationship that currently exists between suppliers and their buyers. Most of them work directly with their buyer either through their local office or through buyer’s overseas office. In case of overseas office, usually buyer comes for factory visit from time to time, discusses the progress of current orders and have meeting with the their local manufacturing industry. Acceptable Quality Level (AQL)
 check is typically done by third party. 
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Figure 12 Relationship of firms those interviewed with their buyer 

(Arrow intensity shows most profound relation that exists)

Indirect relationship that exists now, which Gereffi (1999) named as ‘triangular manufacturing,’ is quite historical in Bangladesh, and started through joint venture with Korea.  Koreans had begun their business in Bangladesh as an intermediary or agent with the ultimate customer and supplier. From then on, the local agent, commonly referred as buying house in industry, played an important role in the garment business. Usually they are commissioning agent with 3 to 5 percent of FOB value of every order that they place. Their sourcing capability also gives them further commission from the sourcing component. Firms are, in most cases, bound to buy from the fabric supplier that they instruct. Three types of agent are involved in the market; the first type is local agents, who collect order from international market and then place order to the firms. Some buyers prefer to work this way; Wal-Mart even though they have their local office in Dhaka; they also source through Capital Mercury, which is another US branded local office. This is because the local agent has more control over some of their firms and can negotiate in better way in terms of price, thorough understanding of the products and related quality. It also reduces the hassle of the buyer. The second type of agents are of overseas, mainly Hong Kong based; as Hong Kong is a business hub for Asia and they have a strong background of apparel manufacturing and trading for last five decades.
 The third type is a complex form of agency ship, there are two types of intermediary situated between main buyer and supplier, one agent is in overseas and the other one is local. The local agent gets the order from overseas agent who collects the order from main buyer and then places it to the local firms. This type of trading is going very outdated now.  

Babylon is one of the best examples to show how the garment industry has moved from indirect to direct business with their corresponding buyer and gives us an insight into the evolution of the garment industry as a whole. When Babylon started in 1986, Koreans were dominating the market and the industry has to import every single input even carton and the agent often said that you don’t need to think about anything but production. The importers came directly into this business, even many importers financed in the industry. They had agreements with the big stores while some of them had their own warehouse in USA or Europe, from where they supplied merchandise to their big buyers.  Babylon realized they were getting less from the Korean’s not only in the production value but also during the importation of accessories by getting commission. This made Babylon to think, how could they approach directly to the buyers? Thus they realized that direct approach to the buyer required confidence, which only could be done by creating their own strong base. At first thing that came into mind was quality and lead time, which was, at that time, directed by agents. The agents instructed them do this and that way; Babylon took it in better way, trying to perform more than that, even though they didn’t get any extra value for doing superior quality products, it gave them confidence. Babylon expressed it as their ’durodorshita,’ or ‘prudence’ as they thought somehow buyer would realize they were getting some shipments with superior quality, which might make them curious. At the same time, Korean’s were also giving them high end orders compared to other firms after seeing their garment quality, at which point Babylon realized that the trick worked in their favor. Although production was affected to make good quality garments, but they still continued, which in the end gave them better results. A huge UK company, had been looking for a firm to do direct business and found Babylon because of their good reputation that they created by making good quality garments. They initially started with a mall order, but within one or two months the orders increased beyond expectation. Babylon concluded, 

It couldn’t have happened if we didn’t do this… There were lot of factories around and but they differentiated with them in terms of details, quality and professionalism. 

Babylon continued that they tried not to cheat with second hand quality which was also another factor for their success. That success created a trend for other buyers to come to them and created their reputation.  By the time, they knew the dynamics of business, they were directly communicating with the buyers, sometimes participating in international fairs. 

Interfab, on the other hand, used to work with The Fielding Group (TFG) UK with their local buying agent in Bangladesh, which they gave up last year. TFG was M&S’s agent for a few merchandise categories, which was manufactured in different factories of Srilanka, India, Bangladesh including Interfab. Last year, due to some reason, M&S didn’t want to work with TFG. Interfab took the chance and quoted price directly to M&S and Interfab got the order directly. The result shows that Interfab become skilled at negotiation and knows the upstream and downstream of the supply chain, which in turn forced TFG (UK) to move China. On the Same way Clintoff, whose exclusive market is US (95 percent) moved to direct business after started with buying agents. Last 15 years, they have been working with same importers who have permanent contracts with 42 stores, most from US, where they supply regularly.  

8.3 Upgrading within the local or national economy
Full package supply stimulated the firms towards backward and forward linkages in the domestic economy because they have to have a reliable source of input like fabrics and other accessories. Besides it gives them a control over lead time and also enhances the profit margin from every part of the segment which they learnt from their buyer over time to time and later this tacit knowledge became powerful competitive weapon for further growth.
8.3.1 Backward linkage

Fig 13 shows that most of the firms those were interviewed moved into backward linkages like spinning mill for yarn production, knitting or weaving for fabric production, dyeing and finishing and value addition industry like printing, embroidery and washing plant. Most of the firms were interested into weaving/knitting and fabric dyeing or finishing mill. In weaving/knitting, most investment went for knit fabric production as it is inexpensive, less technology oriented, highly flexible, small units and can use low wage, unskilled labor. Besides raw materials can be sourced locally or regionally to meet Rules of Origin (RoO)
 requirements in EU (Montfort and Yang 2004). [image: image14.emf]0

20

40

60

80

Spinning

Yarn dyeing  

Weaving

/Knitting        

Fabric

dyeing,

finishing

Printing

Embroidery Washing

plant

Types of establishment

Backward and Value added industry 

expressed as percentage


Figure 13 Backward linkages and value added industry established by the garment firms interviewed 

On the other hand woven firms depend on imported fabric mostly with exception of Fatullah. Fatullah is reputed for their woven fabric base and feeding own fabric into garments gives them edge in the market. Knit firms also enjoy the same advantage. Clifton stated their interest to establish more fabric mill to feed their garment unit:

We are entirely based on knit now. Earlier we had woven cotton unit but later we moved into knit with spandex due to great demand. Except spinning we have every facility.  We are making our own spandex fabric. We can’t do nylon, polyester, mesh, micro fiber; I have intention to make those fabrics in future. Currently I am producing 60 percent of my fabric requirement and am trying to make 100 percent polyester fabric. I am adjusting my capacity, every one or two months I am adding new machines to meet the demand and to cope with new concept. Say for example, American buyer want now panty as a set with tops, I have a panty manufacturing unit. They asked if I place bottom order where I would go for tops. So either you do yourself or go with some other company for joint venture. As there are no other factories here to make tops, so I have established a new tops factory with a capacity of 30,000/40,000 dozen per month. 

There were slow trends for investment on spinning, as some of garment owners were reluctant to set up spinning mill as they often find Indian yarns are cheaper and superior than those of local origin. In case of yarn dyeing, it takes a huge investment and better know how within their technical department. Firms are now concentrating on establishing value added service industry, like printing, embroidery or washing plant, as it requires very little investment to set up and also it makes hassle free production of their current products due to their upgrading from simple to more complex product category with more print and embroidery (figure 14). Besides they can increase their profit margin. 
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Figure 14 Garment with different Value addition 

(printing at different parts in garment (sleeve, back, front), which means printing has to be done separately with every single parts, embroidery along with printed words, printed and embroidered patches which has sewn later to the main garment, attached badges at the side, different types of stitching such as flatlock in the front part)

There was investment into new specialized sewing machine too. Interfab bought pintuck sewing and snap button attaching machine as they got order from their buyer with those attachment at the early stage of their increasing product range. However, interviewee with M&S Dhaka office revealed that their supplier has machineries limitation especially in girls wear, which has more embellishment like sequins, beads etc.  M&S insisted to buy new machines, but the suppliers were reluctant to buy unless they get assurance of continuous orders from M&S, which was very unlikely for M&S. The case for M&S products is that they are usually small in quantity and also the orders are not enough to meet the investment cost of the machine in the near future.

Shovon and Viyellatex have their own packaging factory, which met their demand almost 100 percent. Moreover, the local market had huge growth on accessories and packaging. More than 90 percent of garment packaging needs i.e. poly, carton, and hanger was supplied by local industry unless recommended by buyer, as the interviewee exposed. But there are other areas beyond apparel. There could be great opportunity to make our own synthetic fiber, like polyester or nylon or production of chemical, which has a million dollar market in the textile industry. Textile mills consume from basic chemicals like salt, hydrogen per oxide etc., to complex chemicals like dyes, auxiliaries, softener and other finishing chemicals. More than 90 percent of these chemicals are imported; even though we don’t have enough technological advances in to dye formulation, but the entrepreneurs can go into basic chemicals production. Hydrogen per oxide, which is used 50 percent by weight for bleaching in textile mills, consists of 50 percent water, which is traditionally imported, ‘can save tax of water and money to import’ as said by Islam garments. Matex chemical, a sister concern of Apex group, can be considered as an example, which has their chemical plant and have been growing 10 percent every year. They formulate most of the chemicals other than dyes, and some softeners. These chemicals are used in their factory and other factories as well. This could be another option for the firm to upgrade themselves and save delivery time and money as well. 

8.3.2 Forward Linkage

Babylon opened their brand for the first time in 2004, named, ‘Trendz,’ which was according to Babylon, inspiration from the buyer and at the same time to make their international reputation as exporter known locally. The buyers have often asked them to introduce their own brand, which Babylon believed as their strength of being long in the industry. The first year of the opening was not that successful, with only one outlet in Dhaka. Later they opened in two other locations of the same city and have plans to open more outlets into the other hub of the capital and also decentralize throughout the country. They hired two designers for ‘Trendz’ who were solely dedicated to develop the brand. They use their left over fabric from their export order as well as source fabric from China, India and locally. They knew there won’t be any instant success and need more than extra effort to establish their brand. Their ultimate intention is to catch the regional market of Nepal, India, Myanmar and Malaysia which Babylon thought would be ‘vital’ and biggest ‘break through.’

The only other original brand that is operating by a garment exporter in local market is ‘Yellow’ from Beximco, largest textile and garment conglomerate. Opened almost at the same time as Babylon, they achieved success in the local market. Informal communication with their designer of ‘Design Studio,’ the only well equipped export design house in the country, said that they opened in Pakistan, which was really a success and now the company wanted to see its products into the Persian gulf region and might buy an established brand. 

However, the total scenario for Original Brand manufacturing (OBM) is still a long way to go for the garment exporter. There are pioneers like Babylon and Beximco, but the average firm is far lagging behind in upgrading themselves along the value chain with their brand name. This requires a great deal of innovative entrepreneurial capability that involves complex design and marketing and financial networks. 
8.4 Industrial upgrading within the region or international

Even though it seemed unusual considering the situation of the garment industry of Bangladesh, Seatex, opened own store in US, named ‘Easybear.’ The interviewee was unable to discuss in detail; as it was opened just one months ago [ in January 2006] by the MD of Seatex and his relative, but the store contains mainly left over garments from their existing and previous order and also their designer clothes with left over fabric from their existing order. So this is basically another way of getting revenue from their existing products base, without considering it wastage. Nevertheless, it might give them an opportunity to learn the consumer’s preferences, fashion trends and to link other financial networks to upgrade themselves into real branding in future.

Viyealltex was thinking another direction, to become a global supplier of knit fabric by 2010. They found local fabric can meet only 5 percent of their total order and even if they expanded their knit fabric up to 400 to 500 percent, there would still be shortage of fabric for their own garment consumption. At present they expanded 80 percent of their existing capacity and were going to increase their fabric production by 50 percent within next 6 months. ‘We are looking to become a global supplier of fabric’, like Penfabric of Malaysia, said Viyellatex. This would give them an extra edge, which meant they could grow without being a garment exporter. They want to dye and finish the fabric and then sell it to everywhere even in China, where fabric price is higher than that of Bangladesh. US giant PVH, Gap, and Wal-Mart preferred China as their knit fabric supplier, which could be changed if Viyellatex offered better price to them. Besides Viyellatex was currently accessing the 10 percent of world apparel market, only in EU; so there is plenty of option to grow, they thought. 
Firms learnt from their experience to act with the global dynamics and it was found that they upgraded themselves along the value chain. There is plenty of option for them to grow along the chain considering where they are now, and it would be interesting to see them in future how they position them into the value chain. 

9 Key factors for the Growth of RMG industry

The factors those are critical for the growth of RMG industry, namely infrastructure, compliance issues, information technology, capacity building and regional co-operation and developing new market will be discussed below.
9.1 Infrastructure

Infrastructure constraints for Bangladesh are not a state secret and most commonly known as the main bottleneck for the countries investment and development. UNCTAD (2005) expert meeting on Textiles and Clothing also emphasized that, among others, investment in infrastructure ease process in delays in shipping and customs clearance, and the removal of export duties and other taxes.
 An inadequate infrastructure, such as congestion and customs delays at Chittagong port, inadequate telecommunications infrastructure, uneven ‘professional office practices,’ and uncompetitive and unreliable energy supplies – all of which contribute to high costs towards Bangladesh textile and apparel industry (Bow 2001). The Bangladesh Ministry of Commerce appointed a Swiss consultant Gherzi Textil Organisation, to examine the impact on Bangladesh post MFA, which recommended a number of comprehensive changes in infrastructure, for instance reduction in bureaucracy, enhanced information technology, new ports, better roads, and improved law and order enforcement. However, this was termed as ‘ambitious shopping list’
 considering Bangladesh as a low income country. It is easy to recommend to in principle but difficult to implement in practice, however these constraints has to be taken on priority basis to balance other social factors like education and standard of living. [image: image17.emf]0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%
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Figure 15 Infrastructural constraints for garment industry’s operation and growth
(Source: interview)
This dissertation also found similar results. All of the firms agreed with this fact, which is severe for RMG industry as its development depends on all its supporting inputs. Among the five infrastructural issues that the questionnaire included were electricity, gas, telecommunications, road transport, and Chittagong port; almost all ranked it most important to important and respondents were unhappy with the situations of what they were in position now (figure 15). 

9.1.1 Electricity

Electricity was considered to be the most critical constraints. Bangladesh Enterprise Institute survey in 2003 revealed that Bangladesh loses around $1 billion per year in economic output due to power outages and unreliable energy supplies (p2). Electricity supply is not consistent, which causes machine failure. In last two months of 2006, April and May, the situation was severe, ‘Please save us. We are passing a tough time,’ requested BGMEA President in a seminar,
 ‘the cost of production has already gone up by 20 to 30 per cent. .… Most of the apparel factories run 16 hours a day and if their production is interrupted for 4 hours, woven and knitwear together might lose production worth $2 billion.’
The erratic electricity supply forced firms to use alternative source of power; more than 70 percent rely on gas or diesel fueled generator-which increased the production cost. On average, these generators cost more than $20,000 to purchase and 50 percent more per kilowatt-hour to operate than the price of power from the public grid (The World Bank 2003). The situation worsened when country faced its ongoing oil crisis in first week of May of 2006. BGMEA said in press conference that prevailing diesel and power crises kept their factories idle for around five hours of a ten-hour working day, which might result in 50 percent production loss and 25 percent cost increase. 
 

9.1.2 Gas

Firms’ ranked gas as the second constraints due to its inadequate pressured even though country received a great response from the international company to invest in its gas sector
. Also, getting a gas connection, which is another constraint, is not so easy; 

You won’t get gas connection immediately; you need to wait six months due to bureaucratic red tapes. Not only that, you can’t run machine immediately after erection because of delayed gas connection (interview with Clifton)
9.1.3 Chittagong port and road transport
The investment climate survey by The World Bank 2003 described the condition of Chittagong port this way, 
Much of the inefficiency in Bangladesh ports is centered in Chittagong port, which handles nearly 85 percent of the country’s imports and exports. One of the most inefficient and costly ports in Asia, Chittagong is plagued by labor problems, poor management, and lack of equipment (p 17)
Most firms also expressed the same concern about Chittagong port, which supposed to be a greater advantage. The competitive advantage is offset by port congestion. Shipping delays at port are very common and are often worsen by union violence, procession and work stoppages. The RMG firms frequently asked the government to reduce the bureaucracy, red tapes and make it simpler to export and import. Manual handling, inefficient uses of port make the export import delays around seven to ten days, which adds to the production lead time.
 The good news is a fully automatic high capacity new port is going to be open very soon, in which BGMEA is also included in the committee of operations; it gives the exporters hope to resolve their problem. Poor road transport also the other anxiety  for the firms, especially poor construction of roads and bridges, serious traffic jam, lack of maintenance of roads to name a few. In a recent interview, with fiber2fashion, BKMEA president, Fazlul Haque, expressed concern and stated:

Government poorly failed to assure us the minimum electricity requirement, even as gas pressure is also decreasing at an alarming rate. Physical infrastructure has deteriorated in many cases and the port facility is worse. If these are not worked out on a priority basis and improved immediately, then it will act as a detriment to the industry as we will not be able to reach the targets.

9.1.4 Telecommunication

Apparel firms thought telecommunications as a no or little constraints for growth compared to other infrastructure sectors. Though it seemed surprise but the fact attributed to the introduction of private led mobile company in 1990’s. Government led fixed phone line was always bureaucratic and it takes usually months, sometimes more than 6 months to get connection. However, the mobile companies solved this problem for the industry, even though not only for them, with immediate connections, initial low cost and with less procedures to get connections. Besides, mobile was popular for other reasons in the garment business. The business generates unique problem all the time, where the key people need to be connected always irrespective of day or night; mobile phone ensures 24 hr connectivity whenever and wherever required. 

9.2 Compliance issues

Compliance is generally defined as conforming to a specification, standard or law that has been clearly defined. In RMG industry it is commonly enforced as ‘code of conduct’ by the buyers, which refers to ‘a list of labor standards’. The compliance issues earned a great attention from the western world particularly because the industry employed unskilled labor: women and children. This section will discuss compliance factor from two perspectives: International and Bangladesh. The firms also ranked compliance as most important to important and saw it as potential concern that created more benefit than the harm it causes.

9.2.1 International Perspective

The compliance issues faced by RMG industries were mainly child labor and fire hazard with other issues related to work place safety. 
9.2.1.1 Child Labor

In 1993, an American television news magazine ‘NBC Dateline’ aired a documentary of young Bangladeshi children making garments sold at Wal-Mart stores.
 This created public outcry and put pressure on Wal-Mart to cancel its contracts with Bangladeshi firms. Seeing negative impression on Wal-Mart, other companies also informed their Bangladeshi partners about the use of child labor, which was bad for business.  There was also a proposed legislation in the US congress to restrict import of items made with child labor, potentially closing the Bangladeshi apparel export to American market, which was largest in terms of value and quantity.  

Surprisingly every crises come with bless in disguise. If we look how these crises were solved, it can be drawn as a remarkable part of the industrial growth. In 1996, BGMEA declared the garment sector of Bangladesh as child labor free.  This was result of arduous negotiation among the Child Labor Coalition (CLC) based in US, UNICEF and BGMEA. In 1995, a Memorandum of Understanding (MoU) has signed with BGMEA and ILO for elimination of child labor from the garment sector and rehabilitates them through non-formal education and other social assistance programmes.
 Based on the success of that undertaking, the ILO, UNICEF and BGMEA signed the MoU 2 in 2000 to continue the child labour monitoring and education components, and prepared for their integration into a broader project in the garment industry. With the aim of building further on the achievements of MoU 1 and MoU 2, the BGMEA has initiated a three year project, during the implementation of MoU 2, ‘A partnership approach to improving labour relations and working conditions in the Bangladesh garment industry,’ funded by United States Department of Labour (over $1.5 million), with the contribution of BGMEA ($0.6million). The aim was to increase productivity through improving practice of best labor laws, raising awareness about the working environment, and ensuring occupational health and safety, welfare of workers, human resources management and continued monitoring of child labor removal.
 
9.2.1.2 Fire Hazard

Fire hazard is common problem for the RMG factory. First factory fire occurred at Mirpur in 1990 and then on, 24 garment factories happened to be blazing at regular intervals. In 2000, 53 people were killed in Choudury Knitwear in Narsingdi in a fire accident, in 2001, a fire alarm in Mirpur caused death of 24 workers died in a stampede, in 2004, 9 women were in trampled to death and 50 others injured while running for their lives after a false fire alarm. The recent (2005) collapse of the Spectrum Garment industry at Savar, 30 km northeast of Dhaka, killed over 70 and injured more than 100,
 and KTS tragedy in Chittagong which killed 53 and injured more than 100 showed the vulnerability of workers safety. Roughly, from 1995 to 2004, a total of 23,989 factory accidents occurred: 3,412 serious and 20,414 minors, claiming 163 lives and leaving thousands injured, according to the factory inspection office.

Fire hazards are the consequences of inadequate infrastructural facilities. Deaths that took place were found more as a result of stampedes than the fire itself. Whatever the causes, nobody wants this to happen regularly so the situation has to be dealt with on a long term basis. BGMEA has launched program to prevent industrial accidents and formed a 40-member committee divided in 10 teams to monitor readymade garments factory premises with cameras. They will take video footage of some 2,500 garment factories in Dhaka, Narayanganj, Savar and Gazipur districts. A factory will be fined Tk 10,000 ($170) the first time, if it is found that it has kept its gates closed during working hours and Tk 50,000  ($850) the second time and will cut off all facilities to the factory if it commits the same offence the third time. They will also arrange fire training mid-level management.
 BGMEA launched an awareness drive by conducting fire drills and inspecting fire fighting equipments through its safety and labor cell and appointed 21 more additional stuffs as temporary basis to assist this program.
 Even though BGMEA has often been accused of not taking an action in time, still the way they took this matter on, and resolved the trouble is praiseworthy. 
 

9.2.1.3 Other Issues

Low wages, frequently extended working hours and some other workplace environment standard constraints such as lack of proper documentation, lack of number of toilets as recommended and limited facilities for women worker and their children are some other compliance issues that raised over the time. The recent survey done by Nari Uddug Kendra (NUK- the Centre for Women’s Initiatives), a NGO, from July 2005 to February 2006, showed that 65 per cent of the factories have so far not taken any action to preserve factory documents as a part of code of conduct for the factory while 36 percent have taken no measures to maintain employment records and 88 per cent were yet to comply with the freedom of association standard. They also found that 90 per cent of the factories had complied with the standard regarding child labor, 46 per cent with the rule of working hours, wages and benefits, and overtime compensation while 36 percent with the workplace environment standard.
 BKMEA and NUK are working together whereas BKMEA handed over name of 100 factories to NUK, for compliance development. This has to be continued in regular basis.
9.2.2 Bangladesh Perspective

9.2.2.1 Socio-economic Condition of Bangladesh

Those who highlight about the exploitation and mistreatment of young women in the garment factories do not often appreciate and value the relative improvement in the conditions of these women compared to the alternatives otherwise available to them. This was the first time that Bangladesh saw huge participation of women where they earned formal wages from their employer. It was the first job for 74 percent of these workers (Paul-Majumder 2002; Paul-Majumder and Begum 2000).
 These opportunities gave them more then what people can think of, for example, power to bargain in their family, conjugal life, matrimonial relationship; right to choose who and when to marriage, and responsibility for household decision making.
 These wages also have positive affects on poor community and rural economies. Due to these garment workers, factories are surrounded by small shops, tea shops, and vendors selling cosmetics, ice cream, fruits, foods, and clothing. The land owners also build small room to make income in their land.
 A large part of the garment workers income spends on this activity. Moreover, a part of their income goes to the village as a remittance, which in turn contributes to the rural economies (Paul-Majumder and Begum 2000; Kabeer 2004). 90 percent of garment workers contribute at least part of their income to the household (39 percent contribute all their income).
 This could be termed as ‘silent revolution’
 for the women. This is not an argument to go against the improvement of healthy working conditions or to implement laws which will benefit the workers, but it is an appeal for looking at the reality of the strictly limited opportunities faced by the poor. 
Although the situation varies greatly from one factory to the next, the working conditions in the garment-exporting companies can be considered better than in many other sectors in Bangladesh…. The wages, albeit rather low, are generally paid on time and there are opportunities to earn more by learning how to operate more advanced sewing machines. These factors explain why landing work in a clothing factory is a goal for poor families. They prefer that their children work there since it means they are employed in a relatively secure environment while acquiring practical knowledge useful for earning their living in future and escaping from poverty (Grumiau 2000). 

Using a case study of the Bangladesh garment sector, Wilkins showed that sweatshops are an essential and inevitable part of economic development of a nation. In spite of some negative effects, sweatshops have a positive effect which gives options for the transfer of wealth, skill and technology. The workers also learn about technology and gain skills which help them to negotiate with their superiors for extra salary and/or employer choices thus improving their economic rights (Wilkins 2003). 

Certainly, pressure of the buyers obliged most of the firms to maintain certain code of conduct that are shown today. However, the pressure couldn’t be seen as separate to the socio economic condition of the country. The developed nation shouldn’t judge their standard as the model for the developing nations, at least with immediate effect, 

The only reason developing countries have been able to compete with those industries is their ability to offer employers cheap labor. Deny them ability, and you might well deny them the prospect of continuing industrial growth, even reverse the growth that has been achieved...…. A policy of good jobs in principle, but no jobs in practice, might assuage our consciences, but it is no favor to its alleged beneficiaries (krugman 1999 cited in Sen and Paul-Majumdar 2000)

Considering politics in international trade representation and protectionism of developed world Kabeer (2004) argued implementation of global labor standards through a ‘Social Clause’ is unlikely in the developing country, with particular reference to apparel industry of Bangladesh. She also argued that what appeared exploitative for the western country is genuine opportunity for ‘living with dignity’ for those women worker who worked in the industry. Nyerere (1998) puts on saying that enforcing ‘universal social standard’ is the developed country’s idea to facilitate their workers, which means that economic sanctions, legally binding agreement would be applied against any country which fails to impose standards internally (cited in Kabeer 2004, p 31). Kabeer in her analysis concludes that, 

The only basis on which global labor standards are likely to be either possible or compatible with the principles of justice, given the present unequal international order, is if they are linked to, and conditional on, a holistic, deliberate, and consistent program to meet the basic needs and promote the human dignity of women and men wherever they are located in the world. In the absence of such a program, the social clause will end up as merely one more weapon with which the powerful countries of the world can continue to dominate the less powerful.

A similar argument could be applied for child labor. Simply banning imports of the products or from the factory that have used child labor is likely to send the children out of the industry what could be productive for their life.
 It doesn’t make sure that those children will go to school. In 1996 Oxfam carried out a survey on these children who were garment workers. It was found that (with the concerted effort of some educational NGO’s) about 10,000 children did go back to school, but the rest went to much inferior occupations, including child prostitution (Bardhan 2003). It is also believed that western protectionist lobbies are active to show their concern for labor standards to protect their industry from the labor intensive low income countries which is their comparative natural advantage, as it can be argued with that every thing is now global but labor.

9.2.2.2 Tariff Rate Imposed by Developed Nation

If western lobby really wants to improve the conditions of the labor for any particular industry or overall in any third world country through ‘trade not aid’, they have to look into the tariff level that has been imposed on that country. The tariff levels imposed by the developed country while importing from the developing country are considerably higher than for any other manufacturing commodity (Table 7). The average tax imposed by rich country on clothing and textile is 12 percent compared to 3.8 percent for all other industrial manufactured goods; tariff ‘peaks’ often reach up to 30 or 40 percent on particular product. This is vigorous for poor country whereas rich country pays less. In 2001, Bangladesh paid $331million tax to the US with an export of $2.35 billion, while those on France contributed to tax of $330 million with an export figure of over $30 billion. Meanwhile, Bangladesh received just $87 million in total as net Overseas Development Assistance from the US. 
 This discriminatory tariff rate puts Bangladesh a position to exploit their labor force more and more to survive. The top three export products of Bangladesh fall into tariff peaks and signifies revenue basket of US. 
       Table 7 Value of US imports, tariff rates and tariff revenue of top three imports from Bangladesh in 2002 

	Description
	Tariff (%)
	Value in $
	Revenue in $

	Men’s or boy’s shirts, not knitted
	19.80
	200,488,270
	39,696,677

	Sweaters, pullovers and similar articles
	16.90
	154,268,618
	26,071,396

	Men’s or boy’s trouser or shorts
	16.70
	134,802,820
	22,512,071


      Source: United States International Trade Commission (USITC) 

Rahman (2004) showed that a zero-tariff access is likely to increase exports to the US by approximately $1.0 billion as it happened for Canada where the export increased from $105.6 million in 2002 to $162.8 million in 2003, a growth of about 54 percent. Thus the TRADE (Tariff Relief Assistance for Developing Economies) bills pursued by BGMEA to the US will give extra boost for the industry. However, even though US is reluctant to agree with this bill but BGMEA has to be lobby vigorously on the favor of this bill.
9.2.2.3 Squeezing Pressure of Price of Product

The buyers possessed tremendous buying and negotiation power with firms and the firms often pass that power to the bottom of the supply chain to push the costs and risks down. Maximizing return for stakeholders and highest profit margin for buyers pushed the firm to think the only options are cutting of wages while controlling most of the other parts of the supply chain and other inputs. Under such pressure, firms go to typical but quite obvious cost cutting strategies to get their order; pass on it to weakest link of the chain, the workers wage:

In one sense the western community is responsible for the poor working condition in the garment industry. The advanced countries increasingly press the developing countries in the global economy to lower down the cost of production for the purpose of more profit. In order to compete most of the developing countries go for the low road. By imposing different terms and conditions in the business the global economy has left limited choice for the developing countries (Rahman 2004).

Retailers and brand companies dominance can be found in rich countries: by the late 1990s, their share of the market was 70 per cent in Western Europe and 85 per cent in the United States.
In 2001, the top five department stores in the USA – led by Sears Roebuck and JC Penney – captured 56 per cent of department store sales.
 Fortune500 in 2006 ranked Wal-Mart second largest corporations in USA with an annual growth rate of 16.2 percent from 1995 to 2005.
 Their slogan for ‘Everyday low price’ gives US consumers a lower price, which comes from the margin of the firms like Interfab.  
Intefab’s growth is tremendous but they are very nervous about the price that is going down in alarming rate. Even though their export increased 160 percent in 2003-04 compared to previous year, their price fell down 25 percent which means the quantity of export doesn’t reflect the values that they are earning. Buyers are asking for to decrease the price even more. Other firms are also concerned about the price. They are in dilemma. In one way, pressure is coming out from the labor organization to improve the working conditions and to increase the wages, while in the other hand buyers are pressurizing to cut price. They said in a way to survive we have to use techniques like subcontracting which is far worse than the facilities that prevalent in their existing factory. [image: image18.emf]1.00

1.50

2.00

2.50

3.00

3.50

4.00

4.50

1992-93 1993-94 1994-95 1995-96 1996-97 1997-98 1998-99 1999-00  2000-01 2001-02 2002-03 2003-04 2004-05

2005-06 (July-Aug)

year

FOB/piece in $

Avg. FOB for woven Avg. FOB for knit


Figure 16 Year wise average FOB prices of apparels
 

Figure 16 showed the average price for woven and knitwear in export items. The price indicator showed a sharp downward trend 2001-02, and then afterwards it was steady or slightly decreased. The price was slightly down in first two months of 2005-6, which is amazing in the sense that even though exporters said that they were adding value more than what they did before, still the price remains the same. They repeatedly urged buyers not to grant lowest price as their prime objective of placing order.
 

The profit margin of firms is much less than what the buyers gain from their part in the supply chain.  Design, innovation, marketing and retailing are protected by retailers and brands, where the biggest profit lies. For brand companies, their brand image could be worth billions: in 2005 the value of Nike’s brand was estimated at $10.114 billion, Gap’s brand at $8.12 billion, and Levi’s brand at $2.66 billion, Zara at $3.73 billion.
  Thus previously, pricing was done on the basis of cost of production, but with the dominance of trading capital, pricing increasingly based on what consumers afford to pay.
 

        Table 8 Comparison of FOB price for the Manufacturer and Selling price of the Buyer 

	Item
	FOB 

$
	Selling price as in price label $
	 % FOB of selling price

	Basic tee shirt 100% cotton
	1.75
	12.95
	13.51

	Basic tee shirt with print 100% cotton
	2.10
	22.50
	9.33

	Basic tee shirt with 97% cotton 3% lycra
	2.40
	28.95
	8.29

	Jeans basic 100% cotton
	5.50
	22.50
	24.44

	Jeans washed and grinded 100% cotton
	9.00
	50.95
	17.66

	Short sleeve woven shirt 65% cotton 35% Polyester
	3.55
	29.00
	12.24

	Long sleeve woven shirt 65% cotton 35% Polyester
	4.10
	36.00
	11.39

	Twill Jacket 100% cotton
	9.10
	65.00
	14.00

	Swim Shorts Speedo
	9.10
	79.00
	11.52


Table 8 presents us a picture of the price that is contracted with the firms and the selling price that is labeled in the price tag of the particular garment. This data is in actual figures and is taken from two different authentic sources. First five items in the list catered EU market,
 while the remaining three represents for US market. It is seen that FOB of only one item is nearly 25 percent of its selling price, while others lies below 15 percent. Obviously, sea transport charge (which is as low as 5c to $1 per piece) will be added on this price and the discount that might offer by the buyer at the final consumption point. The more value added the product; the selling price is higher which makes higher profit margin for the buyer.

If we continue to analyze this major part of the price, in conjunction with Vijayabaskar’s (2002, p 61) cost structure in the apparel industry, we will get an idea of the profit margin of the apparel industry (Table 9). Vijayabaskar showed, for a pair of jeans, 50 percent of the total product value goes for profit and other costs like personnel, rent, administration & advertising) and further 25 percent for Brand profit, overhead and promotions. Labor cost could go as low as 1 percent of the total price.

      Table 9 Cost Structure of Apparel Supply Chain

	Cost components
	Percent

	Retail shop profit and Other costs (personnel, rent, administration & advertising)
	50

	Brand profit, overhead and promotion
	25

	Material costs and factory profits
	13

	Transportation/Taxes/Import costs
	11

	Factory Workers wages
	1

	Retail price
	100


       Source: (Vijayabaskar’s 2002, p 61)
If we go for a further breakdown from firms point of view, it will be found that employment salary comprise of very insignificant portion of the total garment price.
 From table 9, material cost, factory profit and wages in total covers 14 percent of retail price. This 14 percent divided into FOB price of the firms (Table 10), which indicates that lowering down the wages would deteriorate the industry itself rather than gaining any value from it. The brand companies hold around 75 percent of the total value and their profit margin is higher than anybody can think of. This is the area where the retailer and brand companies can come together by lowering their profit margin and putting less into promotions, and overheads rather than pressuring the firms to lower the cost which will directly benefit the worker itself. Alternatively, a recent study showed that consumers willing to pay extra 15 percent, in some cases 25 percent to stop buying from the ‘sweat shop’ manufacturer, which in fact shows that consumers also reluctant to see the exploitation done by retailing or brand companies.
 
      Table 10 Cost structure of a RMG unit

	Cost components
	Percent

	Material costs
	62

	Value addition (print, embroidery, wash, other embellishment)
	6

	Non Industrial cost (local selling, interest, tax, advertising or promotional cost, distribution costs others)
	4

	Factory profit 

· Employment cost

· Overhead cost (fuel, electricity, office expense, entertainment)

· Profit margin

	9

3

16

	FOB price
	100


       Source: calculation from the costing of FOB for buyers 

The Indian Executive Director of Seatex termed Bangladeshi garment workers as most sincere, loyal and honest. They work day and night, and if you can motivate them they could work continuously for 10 days. It also benefits them if you pay them on time. As living cost is higher than the regular salary they get, so they have to go for overtime. Bangladesh is importing most of the raw materials leaving a less profit margin then their counterparts. Therefore the compliance issue has to be taken care in utmost cautions and has to be dealt with in combination with everybody, but it has to be come from the buyers that dominance the market extensively and have huge power both the consumer and producer.
 

There could be two ways to implement better social standards for the workers in the Bangladesh apparel industry. Firstly, to reduce tariff rates for the developing country, thus make those countries competitive in their own terms. However it won’t be that easy because of developed country’s reluctance to reduce tariff rate. Secondly, buyers can make a fund with 2 or 3 percent of FOB price of every product that they order in any firm, which has to be additional to the price that agreed by the firm and buyer with any given product so that firm doesn’t lose its competitiveness. The fund could be a joint venture of a particular firm and buyer itself, or BGMEA and a buyer. This fund should be only attributed to the worker welfare and both the party will ensure that this fund has been used in those attributed.

9.3 Information Technology 

The economic transformation at the turn of the 21st century, driven by the often spectacular development and diffusion of modern electronics-based information technology, has been described by a variety of names, including an innovation economy, a knowledge economy, a network economy, a digital economy, and an E-Conomy (Cohen, DeLong,&Zysman, 2000). Electronic commerce is not simply about technology; it is also about changes in business organization, market structures, government regulations, and human experience. Thus database also plays important role in case of any dynamic industry. Along with database, broadly two types of information technology are considered important for the garment: electronic communication and software for machineries and daily use. 
9.3.1 Electronic Communication 

The internet is challenging organizational dynamics and changing the way business is run (Gereffi 2001, p1627). However, internet in apparel commodity chain in case of developing world still relates mostly to electronic communication, commonly known as e-mail. The internet’s rapid growth as communication medium makes global sourcing easier. Buyers of Europe and USA now run a 24 hrs service, considering the time difference that exists with Bangladesh; thus when the US buyers can instruct firm whatever work necessary to do, which factory can execute and in the morning again US buyer can get the result. This is the case for every factory now in Bangladesh.  Email is very popular because of its cheap and easier exchange, up to date information, and greater dissemination of information, and multilayer communication channel with the stakeholders. This is a change in the mentality of the upcoming generation and at the same time an essential requirement for the job selection criteria.
 

 All the buyers now book their production capacity in advance to the factory, book their orders, and send their style sheets over email. Some of the buyers upload their manuals and orders into their password protected websites, which the factory has to download. Though it could be seen as pretty usual in the western context, but it’s not actually very common in Bangladesh. People have to accommodate with such rapid changes in technology which is just a second required to get the information. Some buyers, in the top end of the western market for their brand names, upload their garment patterns for their styles, which is used by the factory for product measurement. Email communication has also facilitated the booking of the shipments to the shipping companies when orders are about to ship, a clear boost for the lead time for exports. 

Internet banking is a new concept for the readymade garment industry. Letter of Credit (L/C) is the official way of doing business for the garment industry with rare exceptions of telegraphic transfer (TT). Online banking by some multinational bank like HSBC and Standard Chartered Bank is offering new services for its account holder. This is not yet popular for the business man for its creditability and it has to go long way to be used by the apparel owner who thinks manual handling is quite a good option for their current business. 

9.3.2 Software for machineries and daily use

In the industry software can be used in two ways: for daily usage in the office like accounting, management, operational, inventory management and for the machineries which is a form of automation. Software for everyday usage has found a mixed opinion among the firms. This is quite obvious; because most garment firms wanted to use the cheap labor as their basis of competitiveness. So for them software is just merely waste of money. MM knitwear discussed how he tried his management to implement new software to ease the daily job. He explained, 

if top management is interested about this, then it is easy. Even his Managing Director is not interested about Personal Computer (PC). They think why I need so many computers? Management, with quite a few exceptions, is not interested to implement technology. They want only profit, nothing else. They think, without computer, every thing is going right. I can export, import and other works as well, so why do I need that. Again, they don’t have any idea, that sitting in front of the chair, they can monitor the manufacturing, commercial, merchandising and production and get up to date data all the time. They are happy with what they are doing, unless they are forced to. The basic question is education. Few owners are actually a graduate; they don’t seem the importance of education. It is very difficult to make them realize the importance, rather they take it as offensive and it impacts on my job. So we better be silent and top management is happy with the manual data which often manipulate to be in safe side. Besides, our people are also afraid of new technology. They don’t embrace to take the advantage it and are not adaptive. They think we can do it the way they are used to, why we need to buy software or machine. The technology that we are using now is not willingly, rather forcibly by the buyer.

However, the total scenario is not as pessimistic as it looks. Even though most of the firms were indifferent to embracing technological advances, it was found that some firms were thinking ahead of their competitors even compared to India or China. They saw technology as a tool to being competitive and productive in a global market, where every single step counts.  Fatullah Fabrics developed their own software for managerial and operations to smooth their activity, they were happy with their productivity gain and also the fast information that they get from the hourly input of data by their employees in the factory. Fatullah were unwilling to sell it in the market because of their competitive advantage, but they think this advancement was the one of that reason gives them edge over other companies. 

Seatex targeted software implementation within 6 months in a move to renovate the whole factory to become ISO certified and hired a consultant to maintain the transition. Babylon group was talking to different software provider, to get integrated software for their company. Islam garments looked into other aspects of technology, maintenance of software. They have had a bad experience, as they bought software with an amount of Tk 2 million ($33000) from a company whose software technician moved abroad, after installation. Later it was found to be ineffective due to a problem that occurred during usage. Interfab and Viyellatex wanted to setup centrally organized system to run their factory very soon. It won’t be irrelevant to mention here that Beximco Textiles Division, one of the largest textile and garment manufacturer in Asia, installed centrally organized software, named ‘Datatex,’ integrated to their production process i.e. dyeing, finishing, garments etc., from very early stages of their factory establishment, which is clearly a forward thinking and brave in circumstances where it was not clearly favored. 

While talking about the machinery software like, Cutting and Spreading, Cam and Cad, fashion designing, one thing is common that the firms don’t think it is essential now where cheap labor is available. However, Cad/Cam machine is getting common day by day. It is because the pattern master can play with the size ratio of the style and can set the pattern into lay to get most efficient use of the fabric. Some buyers send soft copy of patterns through the internet, which pattern maker downloads and then makes a new pattern according to the specification of the style. It also has other advantages; it gives them a reproduction of patterns at any time and requires lesser physical storage of patterns. Fashion designing software is rare, not any single firm said that they used it. This is quite understandable, as most of them think them as assembler and concentrated into more commercial activities and sourcing to gain their profit margin. Sometimes they make a new design with a slight change of an existing style or merging two or three styles together to present to the buyer as their own creation. Babylon and Seatex have opened their own store, but this was still an initial phase for them and they were reluctant to invest further into fashion designing software. Cutting and spreading software is not used at all because ‘The wastage of fabric is very high,’ though some of them bought it thinking it would be useful. 
Babylon discussed about the using of technology which could be useful to be effective in daily matter and also wouldn’t be too much burden on the firms. For him dispersed, local, and tacit knowledge, which they earned from practical field was better to be used for their own behalf in a decentralized and competitive market process. What he believes,  

In perspective of our country, it [cutting and spreading software] is not cost effective. Also its investment cost is high, compared to benefit. It is applicable for those countries whose labor cost is very high…...This is a land of cheap labor supply….. I saw in Italy, they were running loom with robotics which was fine to look at but costs near about $15000, with which I can establish a new mill here. So why should I go into that machine? Not only that, I personally visited two shirt factories in Ireland, where they used automation, for example, pocket attaching, without any touch of labor. I looked at their quality; it was not good compared to what we make here. For positioning the pocket, it might need certain adjustment, which machine couldn’t feed, but our worker knew how to adjust that. In Ireland, savings of operator costs make his business viable, but it is not practical to introduce here……. “but you have to maintain a careful balance.” You needed to be sure how far you can go. It will change over time. 20 years back, we didn’t need ‘Underbed trimmer,’ 
 which was three times costlier than regular sewing machine; our lady worker used to do that. But this is common now. Similarly, after 10 yrs situation might be such that you need to introduce new automation. You have to maintain that sort of adjustment that what and when do you need that [new machine, software], not carried away by emotions.

By this way of adjustment and restructuring, it could be possible to succeed in a global environment. As a trade body of garment industry, BGMEA is keen to implement software in its daily operation. They first stepped into digital era with the launching of country’s first Business to Business (B2B) web portal in Dhaka in 2002, which BGMEA leader expected to give more information for the buyer and would help to place order. Similarly supplier could also post their portfolios into the site. BGMEA took further step in May when they signed an agreement with Daffodil Computers Ltd, a local software company, who will make software named ‘UDUP’ or ‘Utilization Declaration- Utilization Processing’ within 6 months to ease the garment production process from raw materials to export.

9.3.3 Database

Interviews with the firms about their opinion on databases for the apparel industry have met with a mixed reaction. It was found initially, some of them don’t understand, what database is? Secondly, how it would impact their business? However, after explaining to them, about the contents of a database, what might be included, such as, the behavior of competitors and their responses to the dynamic global environment, knowledge of trade and investment flows, changes in global trade rules, trend of products, fashion change, compliance and labor law etc., firms came to in a understanding of importance of database as Minor (2002) states:

Improved knowledge of trade policy, trade rules, and the status and process of ongoing global and regional trade negotiations will help officials from developing countries 1) negotiate or maintain tariff preferences to developed markets 2) adhere to the international laws 3) provide access to quality imported materials at competitive prices 4) create efficient and credible customs procedures by eliminating transshipments and processing of duty and tax rebates expeditiously

 But a considerable gap existed among the firms about how they think that can help. This is understandable, because this industry is built up on private interest, by taking the chances created by global mechanisms without any broader framework. The firms spent their time solving factory related issues and to negotiate with buyers and suppliers regarding price, product related issues and quality. 

The interviewees, could be broadly divided into two groups: one group were those who were highly educated and/or had overseas living experience or have experienced industry for many years and respond differently than the second group, who were educated but in lower level or educated but employed in this industry as a victim of unemployment problems of the country. Interviewee of Babylon, with a work experience of more than 20 years, falls in first group and rightly mentioned his only interest; the list of the potential buyers who don’t know them or prefer to come to them directly rather than trough importer or agent. This list could help his company to grow even more;

it will help planning the right strategy for selecting market and product types’ Or ‘to cater product more markets and understand competition.

 Some of them look databases as to set up counter strategy to compete or as a marketing campaign for promotion of products; others see it an opportunity to know new products and also analyze their weakness and strength. 

‘The database has to be from reliable source’ asked Islam garments, in this regard, BGMEA, or other international organizations like ILO, ITC etc can play a special role. Government can also play bigger role with maintaining readily accessible data for all. BGMEA also can circulate information to all types of its members, which could include some technical information like, opportunities, new technologies, cost effectiveness of different technologies, changes in unit cost, information on product line etc (Khundker 2002). However, some firms saw it as from opposite direction. Fatullah fabrics, seeing its company’s market position and their experience in this industry said in confident voice, 

sorry, we don’t have any competition with others. We are in such a good position that we don’t need to compete; even we don’t need to think.

MM knitwear thought of databases as merely a tool for maintaining and distributing quota, which was essential for the apparel firm prior to 2005. His interest only was in how much quota was available and how much quota is fulfilled, but this importance has lost, ‘with a quota free market, I don’t think we need a database’ he commented.  

9.4 Capacity Building

9.4.1 Education
The education level in garment industry was found to be quite satisfactory. Most of the employees in managerial level (Merchandising, commercial, accounts, Administration and Human Resources, Production and Quality Control) were graduates; some of them hold post graduate degrees (figure 17). 
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Figure 17 Level of education that found in the garment industry 

(Source: Interview)

However, the degree doesn’t ensure the quality of the graduate in the industry. Some firms were not happy with the graduates they employed; they often criticized saying, ‘we have very acute shortage of innovative people’ [to solve critical problem that frequently arise in garment industry] or ‘our people are not motivated, not professional,’ which has two domains, namely structure of education and lack of creative learning environment.
9.4.1.1 Structure of Education

The structure of education is based on rote learning rather than to being creative. On the other hand, graduates don’t want to be low paid as the garment owner offered as a fresh stage, so they often join in the company to add experience on their resume and when they get better opportunity in terms of salary, working conditions and reputation of the company they migrate. In apparel industry, this is very common for the employee, in the initial stages of their career, to migrate more regularly rather than to grow in the same company. In most cases, migration gives them negotiation power to increase their salary. In the end, the main weakness comes from the middle management and place pressure to the top management for decision making.
  
Uttara has a pool of 32 people for maintenance: seven with B. Sc. engineering and others diploma engineer.  Fatullah didn’t think they have a shortage of skill people; rather there are plenty of people hanging around as a result of huge unemployment problem in the country even holding a graduate/ post graduate degree. Regent and Zaber & Zubayer expressed the same view, but the former felt a shortage a skilled people, due to geographic location, as it is based on Chittagong. Islam garments felt that garment industry is one of the neglected sectors in terms of education; even though it earns most revenue for the country. In his view, 

What I personally believe, government should establish an educational institute to develop this [garment] sector, just like engineering education. You can see there is no single contribution of government to increase the capacity of human resource. What BGMEA did is private and need to be rich to get education there…... Again, they increased their fees when they saw the demand of their courses as they are only recognized institute……..we need educational base to get the designer………. Even though there are private educational institutes but very expensive for common people to come through those institutes. It could be possible to become a doctor because of the medical college funded by government. But there is none for garment industry. This supposed to be an investment for future. Besides government institutes attracts talented students and we found that there is huge difference in quality of the students  that passed from the private institution and those of the public funded……In my personal experience, I have seen no educated people joined in garment industry before 1985….. if you look into today’s production manager now, you will see that they are uneducated; they earn huge money, but knows only how to do the work. Just think if in that time educated people come into this trade, then how far the industry could go? The age of this industry is almost 25 years, it means the educated people who were child, would have been young with the industry, which means a great advantage for the industry. This is a huge failure of government; it couldn’t setup an institution in 25 years.

He is right about the educational institutes (Table 11). There are only one public university offering Bachelor and one public institute with different branches in different locations offering Diploma in Textile Degree. Even though CTT has major in garment technology, the students (even with garment major) go to in dyeing, and the knitting industry which offers more money and opportunity at least in the initial stages; besides the textile industry still needs more qualified student to fill their increasing demand.  Diploma students are more prompted to spinning. More recently students from CTT go to the garment industry, but more into merchandising which is considered a ‘posh’ job compared to other job opportunities in the industry. So a huge gap exists in terms of qualified personnel in the industry, which is forced to look for employees with regular degrees and those employees become skilled ‘learning by doing’ over time. As the education sector in Bangladesh is favored by public funded university, most, if not all, talented student favors those universities instead of high paying private universities, which most cases are unthinkable in the context of the socio economic conditions. Thus private universities, especially those, who opened fashion design courses, are out of reach for most of the students, who have potential to be specialists in apparel manufacturing or designers. CTT opted to open Bachelor degree in Fashion Designing and recruited faculty but there is no sign of when it will open. 

       Table 11 Present garment training institutes and programs 

	Organizations
	Type
	Course content

	College of Textile Technology (CTT), 

University of Dhaka
	Public
	Bachelor of science in Textile Technology with Major in

· Yarn Manufacturing Technology

· Fabric Manufacturing Technology

· Wet Processing Technology

· Garment Technology

	Institute of Textile Engineering & Technology
	Public
	Diploma in textile Engineering & Technology

	Ahsanullah University of Science & Technology
	Private
	Bachelor of Science in Textile Technology 

	City University
	Private
	B. Sc. in Textile Engineering

	Daffodil International University
	Private
	B. Sc. in Textile Engineering

	Northern University Bangladesh 
	Private
	Bachelor in Textile and Apparel Management

	Primeasia University

	Private



	Bachelor of Science in Textile Engineering 

MBA in textile and marketing

	Southeast University
	Private
	B. Sc. in Textile Engineering

	Shanto-Mariam University of Creative Technology
	Private
	B. A. in Fashion Design and Technology

BA in Apparel Manufacturing Management

	Stamford University
	Private
	B. A in Fashion & Design

	World University of Bangladesh
	Private
	B. Sc. in Textile Technology

	Bangladesh Institute of Fashion Technology (BIFT)
run by BGMEA
	Private,


	B. Sc. (Honors) and Diploma  In 

· Fashion Design and Technology. 

· Apparel Manufacture and Technology.

Professional Diploma 

· Apparel Manufacture & Technology

· Fashion Design & Technology.

Advance Professional Diploma in 

· Apparel Manufacture & Technology

· Fashion Design & Technology
6 months Certificate course in

· Sweater Design & Technology

· Apparel Merchandising

· Knitwear Merchandising

	National Institute of Fashion Design (NIFD)
Bangladesh campus of NIFD India, run by Giant Management & Services Limited
	Private, 


	One or two year diploma in 

· Fashion Design 

· Interior Design 

· Textile Design 

· Apparel Manufacturing, Marketing and Merchandizing 

· Knitwear Design and Technology 
· Pattern Making & Drafting/Construction

	The Pearl Fashion Institute (PFI)
Bangladesh campus of Pearl Academy of Fashion (PAF), India
	Private


	Diploma , Undergraduate in 

· Fashion Design and Clothing Technology

· Fashion Merchandising and Production Technology

post graduate diploma in 

· Knitwear Design and Merchandising 

· Fashion Merchandising and Marketing


However, supervisors, those who work on the garment floor, work in between the managers and workers, take command from managers and instruct workers how to do certain work and also update about any changes that take place in the order. All the supervisors found were qualified over Higher Secondary School Certificate (HSC),
 which mean they have sufficient literacy to lead their workers. The workers, the most important class for this industry, interviews showed that they at least are standard 5 pass, and up to Secondary School Certificate (SSC).
 Garment workers education rate is increasing day by day, because firms want an educated pool, who can understand what they are instructed to do and understand about concepts like customer standards, code of conduct and health and hygiene. 
  
9.4.1.2 Absence of Creative Learning Environment

Second domain comes from the garment owners themselves. Garment owner knows that this is their company, so even educated owners often don’t allow discretion power for the employee or encourage idea from their employee. One firm described, how his work is done, he usually give the program of the day to everybody on his hand writing, so the employees need to follow those programs and don’t need to take any decisions. The employees have to make their job done on time.  The owners don’t create an environment for learning, which is the key to success in changing environment. It is good to be responding personally by the owner, which they did throughout the decades, but it is time to transform employee’s human capital to an asset of the company. The garment owners must learn to understand, realize the value of transformation and act accordingly. As Schon (cited in Eliasson 1987) pointed out, 

we must become able not only to transform our institutions, in response to changing situations and requirements; we must invent and develop institutions which are ‘learning systems’ that is to say, systems capable of bringing their own continuing transformation.
The more they allow employees to take creative decisions and don’t blame them for some little mistake; there is better chance to create an innovative employee.

9.4.2 Training

Training helps a company to be competitive where various roles play into the dynamics of the industry. There is little importance placed on training and its role in improving productivity by firms. Very often, firms don’t view training as an investment and don’t want to expend their time and money on it. They rely on in-house training for the workers and are reluctant to give further training as they viewed trained workers move elsewhere for better opportunity. Fresh workers, 

they [the workers] trained themselves. It is like someone’s sister or brother come together, they learn during the lunch hr with some fabrics with the machines. They train naturally [Interview with Fatullah]

Garment managers favored industry based training because of its in-hand approach and direct link to practical field. However, firms now understand the importance training and try to train key person of the industry like CAD operators. Babylon found that their advance training to familiarize the irregular trend of fashion, increased productivity to a considerable extent and reduced wastage. They realized overtime could be further reduced by organizing a training schedule for all the workers time to time. 

Other forms of training come from private sector institutions, commonly as short certificate course of 4 to 6 months. There is some other training provided by some institutions in ad hoc basis, which is very few compared to the skill development required in the industry. Last year The South Asia Enterprise Development Facility (SEDF), a multi-donor facility managed by the International Finance Corporation (IFC) of the World Bank Group, based in Dhaka, provided financial support to the Department of Industrial & Production Engineering (IPE) of Bangladesh Engineering University of Technology (BUET), premiere university of engineering education, for developing efficiency and productivity to readymade garments. BKMEA is also going to launch a nine month project titled 'Capacity building of the knitwear sector through productivity improvement' in this regard for one-year period’ in June 2006 to improve productivity in knit industry with financial support from EU. The program will train 30 people with hand on technique to reduce wastage and production cost, who will later join BKMEA’s productivity cell and in their respective firms.
 
This awareness program has to continue with more participation from the industry itself. At the same way, the government has to come up with institutes, which will provide education for garment industry, which will attract talented, promising and creative students.  
9.5 Regional Co-operation and New market 

In today’s global and dynamic environment, regional trade blocks and co-operation is essential for economic growth. This is a golden opportunity for Bangladesh as it is situated between two economic giants: China and India, which has to be capitalized in longer term. BGMEA should consider this situation challenging and has to strongly utilize all the opportunities that come through. Recent Sino Bangla agreement with BGMEA, BKMEA and China Chamber of Commerce for Import and Export of Textiles (CCCT) to exchange ideas for developing the textiles and apparel sector is one of the examples of a positive start. This will encourage Chinese and Bangladeshi firms for conducting co-operation and recommend firms with good credit to become business partners in all aspects. Besides, they will work together to promote technology transfer, mutual investment and pace of research and development in the textile and clothing sector in both countries, which could be good for Bangladesh if it is done practically. An example is already set by a Chinese and a Bangladeshi firm to work together. Largest Chinese textile conglomerate China Worldbest Group Co expressed keenness to start joint venture projects in Bangladesh with Beximco Group the largest private textile group of Bangladesh, even though it might take a long time to finally reach the target. 

The other way of dealing the situation could be done regionally. A regional approach through cooperation and co-ordination with the regional countries will be helpful to develop a healthy garment industry. Regional trade development and understanding regional markets are key to boost competitiveness of garment sector in the quota-free global market. One of the other competitors, India, earlier agreed to import eight million pieces of garment from Bangladesh under three categories annually, which will be effective from this year.
 This will be a great opportunity for the local exporters, who repeatedly wanted to enter into the Indian market and urged the Indian government to reduce the tariff rate. There is good news from Pakistan too; entrepreneurs of more than a dozen of Pakistani textile industries have decided to relocate their units to Bangladesh in a bid to slash their production cost by almost 50 percent. The Karachi-based Daily Times newspaper quoted a Pakistani industrialist as saying that about 20 units of home textiles, especially bed linen, readymade garments and knitwear have finalized their plans to shift to Bangladesh shortly.

‘There won’t be any problem for knitwear’
 or ‘as long as we have GSP facilities in EU, knitwear will create more market’
 is worth mentioning that there is no way to loose, the industry will not only survive and but will fix their strategy for growth in their own terms. Islam’s view is bold in this sense, ‘I don’t think anything will happen in next 20 years.’ The absences of other major domestic industries gives limited opportunity for relatively unskilled garment labor to migrate to higher paying industries,  raising the prospect that the country’s low cost base will prove more durable than that of its more diverse competitors. 

It [the garment business] means that will go by competitiveness. We think that, China’s huge growth raises its internal consumption as well as increases its manufacturing costs. This will give us an edge over them…... I am not certain about woven but in knit we are definitely confident about our products. Even, in case of woven, there is a possibility too, as they can’t do anything in school shirts and basic goods. China traditionally is good in yarn dyed garment, and then again in case of TC [65 percent polyester, 35 percent cotton fabric], they can’t go beyond Thailand’s price. So if they need to import from Thailand, then we can do the same thing (Interview with Interfab). 

The labor costs are in certain parts of China, who is Bangladesh’s main competitor, are increasing. Chinese industry can move to the less costly eastern part from its current location which is within 100 miles of coast, but it will increase logistics cost too. Within the next 50 years the apparel industry will be looking for a new ‘best place’ for manufacturing because of Chinese labor costs. 
 Again China is emerging as one of the world’s most enthusiastic importers (Gresser 2004). China’s domestic market will rise; it would be hard to deal with both domestic market and international market given that requirements of products and its specifications are different. If China concentrated into their local market, to get rid of hassles created by international importing or exporting, it would be opportunity for other countries to increase their share in the US or EU market. Similarly, if China concentrated on the international market, then other countries like Bangladesh can seize the opportunity to enter into Chinese market. Even 10 percent of Chinese population entered into countries rapidly growing middle class, it will be a market for 130 million people approximately. Fatullah reassured their promising future, to beat China and to enter into Chinese market:    

It will be an added advantage for us ... … if we can export to huge population of China. It would be a great market. If we can easily access Chinese market, we can beat them with price and with certain quality. We are beating them now, so it won’t be a problem for us in future. 

This confidence should be materialized by all the firms that are currently operating in the industry irrespective of the situations. Not only China, the industry has to increase their export share other than EU and US, like Canada and Japan by aggressive campaign nad marketing.  One option could be promoting traditional cloth like zamdani, silk, khaddor etc. which will create a Bangladeshi label in international market.
10 Conclusion

This dissertation found that for the sustainability and growth of the RMG industry, the major factors that need consideration should be taken from three different sides in a contingency manner:

· Individual firms

· Garment organizations e.g. BGMEA

· Government  

10.1 Individual firms:

The interviewees are really big firms and their success rate is very high compared to average industry. However, their way of success could be an example for the other firms which possibly fear losing their stake. The following are some guidelines from this research:
· Industrial Upgrading
Industrial upgrading is the most important part for any firm along the commodity chain, which help the firm to establish more networks and increases sourcing capability. It also helps for negotiating with buyers and retains more profit margins, thus making the firms viable for more investment. Thus the industrial upgrading that is found with the firms those interviewed could be ideal for the average firms.
· Product Diversification 
Product diversification is must for firms but before that the firms have to focus to be number one exporter of their products which they are skilled at. It is better to be specific in particular products than be average in many. This motto could be applied for the whole garment industry as there are five items as described in section 2.2.3 that consisted over 80 percent of the export basket. Once it is accomplished then firms can move into other products using the same skills which will help to gain new skill. 

· Compliance 
Compliance is essential in today’s garment industry as buyers and consumers are more and more aware of origin of products and their making in a healthy environment of workers. Firms should try to label them SA 8000 for social standard, ISO 9000 for quality standard and ISO 14000 for environmental standard, which will give the firms an edge over others. This could be hard for some firms, at least in the initial stage, but it has to be taken as an investment for a brighter future.
· Skill Development 
Skill Development should be given priority through training, and if possible to send employees overseas to gain experience. Training for the production employee about line lay out and time and motion study will improve productivity and reduce wastage. This will also decrease the number of helpers on the floor which in turn reduces handling of the fabrics and garments. Training to the workers about new machines, and new processes will increase the productivity and their competitiveness. Rewarding workers for safe, clean and higher productivity will motivate workers. Firm also can hire people from production engineering who will assess the production floor in favor of overall productivity and safety. 
· Software Implementation 
Firms have to implement software depending on their requirement. This will strengthen their competitiveness.
· Creative Learning Environment

A creative environment of learning for the employees would make the firm ideal for the employees to implement their idea in critical situations. This will also boost employee’s motivation to stay longer in the firm.
10.2 Organizational Level: 

As a trade body of the garment industry BGMEA should take the lead for the following requirements
· Database 
Database is an essential part of any dynamic business in today’s knowledge based economy. Database will help the firms to be up to date about the information that matters to the firm like formation of the competitors and searching for new markets as discussed in section 9.3.3. 
· Training Institutes 
Training institutes should be established immediately according to the requirement of the industry. The training program should be regular and should encourage firms to join. BGMEA can invite experts on any particular subject from the industry or any visiting fellow who has vast knowledge on that subject. The training program should be vast and detailed, and should at least concentrate on price negotiations, effective communication and dealing with buyers and global suppliers, merchandising, commercial (export-import) and banking, among with others.

· Compliance
 Compliance issues have to be monitored by BGMEA within its members with a specific schedule. This is essential for the industry. BGMEA should encourage maintaining the code of conduct especially for those firms who are small and often go for subcontracting. BGMEA should take the initiative to liaise with ILO and the NGO’s, those working with labor. Most of the NGO’s now have connections with international parties who are campaigning for the labor, thus any issues which might arise internally could damage the overall image of the industry. 

· Aggressive marketing 
Aggressive marketing should be the strategy for the industry to go beyond the US and the EU market. This could be done through trade fairs locally and internationally and through Bangladesh embassy. BATEXPO has to be continued with more potential buyers. Meanwhile, trade fairs in different strategic countries should be carry on for instance as it has done in Las Vegas and Canada. BGMEA has to keep their eye open on any opportunity to enter into China’s huge market. 
· Presentation of the industry
 Presentation of the industry will create a positive impact on the current and prospective buyers. The description should include the importance of the garment industry for Bangladesh, the achievement of the industry for society particularly for young women. Brochures, catalogs and more user friendly modern websites have to be part of the presentations.
· Zero tariff access 
Zero tariff access to the US has to be pursued more energetically. This would significantly increase Bangladesh’s competitive strength. Rahman (2004) showed that a zero-tariff access is likely to increase exports to the US by approximately $1.0 billion as it happened for Canada where the export increased from $105.6 million in 2002 to $162.8 million in 2003, a growth of about 54 percent. 
· Regional co-operation 
Regional co-operation is pre-requisite for success in global trade as discussed in section 9.5. Possible co-operation that could take place are: 
· Home textile: Pakistan

· Woven fabric: Malaysia and Thailand for TC (65 percent polyester 35 percent cotton), China for yarn dyed.
· Cotton fiber and yarn: India and China

· Chemical: India, China, Germany and other European Countries. Like ‘Matex’ established their own chemical plant to feed their dyeing mill ‘Apex.’ 

· Accessories: Srilanka, China. For example, Srilankan label factory ‘Paxar’ established their branch in Dhaka.
· Research & Development: ILO, UNICEF, different buyers, and other research organizations. 

· Design and Product Development: with buyers design teams, different educational and professional teams.
· Promotion of traditional clothing 
Promotion of traditional clothing as a process of creating niche market will help Bangladesh to make their own label internationally. India is currently famous for craft design in mass products which is also done in Bangladesh but in a disorganized way. Organization of these craftsman and promotion of their work could help to make the label for Bangladeshi products in the international market. Handmade clothing, zamdani, silk, which is a famous fabric and clothing along with kantha stitches which can easily promoted to the western market.

10.3 Government of Bangladesh

There are certain things that government can help to grow the RMG industry.
· Public University 
Public university has to be set up for the garment industry immediately as it is discussed in section 9.4.1.1 that there is no university offering degree for garment education.  The university should include degree in fashion design, product development, apparel production management, fashion merchandising and marketing or similar types of courses.

· Training Institutes 
Training institutes can also be established by government, where courses can be designed with the assistance of BGMEA. This would help to lessen the course fee, hence attracting large numbers of professionals and students to develop their skills.

· Infrastructure 
Infrastructure development is one of the top agenda items for the garment industry as discussed in section 9.1. However, this development is related to the economic situation of the country, therefore the development should be taken as priority basis. One way to achieve this goal is by establishing Garment palli’s or village, which will be dedicated to garment industry with all the necessary inputs around it. 

· Policy
Better forms of policy and management and reduction of bureaucracy will reduce lead time which is very crucial for the industry. Chittagong port efficiency has to be reduced in an emergency basis so that it can handle exports and imports like other modern ports.
· Backward linkage
 Backward linkage has saved the knitwear industry and ensured the growth in quota free period. Government should encourage firms to invest more into backward linkage through incentives and other forms of policy support like cash compensation scheme and reduction of corporate tax.
· Promotion
Promotion of the country and its investment friendly environment, particularly in textile and clothing backward linkages, will reduce lead time and save money for import. The label company ‘Paxar’ is one example for this type of investment where Srilankan company opened their branch to meet the local demand
· Zero tariff access

As a LDC Bangladesh has to actively pursue tax free export to the US, as we have seen in section 9.2.2.2 that tax rate is higher even compared to the developed country. Bangladesh can appoint lobby in the US to assist to get this duty free export. Similarly diplomatic channels can be used on this purpose.

A coordinated approach from all these three sides will help RMG industry to gain momentum and ensures growth for long term.
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13 Appendix: Questionnaire

SECTION A: BASIC DETAILS ABOUT THE ORGANIZATION/COMPANY
1. Name and Address of the company:
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Name: Cropped Jacket
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2. Year of establishment ____________________

3. Company position held:

4. Main products:
a. [image: image26.jpg]


Knit: 

b. Woven: 

c. Others:

5. Main Buyers:

a. [image: image27.jpg]= )gf‘
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In Europe:

b. In USA:

c. Others: 

(Please reply questions from 6 to 20 with a tick √ on corresponding cells, please express in percentage where it is asked)

6. The relationship with buyer 

	a. Direct 

	i. Local office (e.g. H&M, Tesco) 
	

	ii. Overseas office (e.g. Zara)
	

	b. Indirect

	i. Local buying house (e.g. Texline)
	

	ii. Overseas buying house (e.g. Hongkong etc.)
	

	iii. Overseas via local buying house (eg Local Next through Next HK) 
	

	c. Subcontracting 
	


7. Export unit/year: 

	Less than 900,000 pcs         
	
	900, 000 to 25,00,000 pcs
	
	Over 25,00,000 pcs
	


8. Ratio of workers:

	Female
	%
	Male
	%


9. Annual employee turnover rate  
	Less than 10%
	
	Over 10 but  less than  15%
	
	Over 15%
	


10. Avg. educational level 
a. Managerial:  

	SSC
	
	HSC
	
	Bachelor
	
	Masters/post grad
	


b. Supervisor: 

	Std. 5 or less     
	
	Std. 8 or less
	
	SSC 
	
	HSC 
	
	Bachelor
	


c. Workers: 

	No education
	
	Std. 5 or less
	
	Std. 8 or less
	
	SSC
	


11. Do you have your own background linkage industry? 
	
	Yes
	No

	Spinning:                                               
	
	

	Yarn dyeing            
	
	

	Weaving/Knitting              
	
	

	Fabric dyeing, finishing
	
	


12. Do you have following value added industry? 

	
	Yes
	No

	Printing
	
	

	Embroidery             
	
	

	Washing plant
	
	

	   Packaging (carton, poly etc.) 

                If no, then where do you get it : 

               Import:          %         Local:            %   
	
	

	Accessories (Button, labels, badges, zippers etc.) 

                If no, then where do you get it : 

                      Import:          %     Local:            %
	
	

	Others (Please specify)

	13. What is the pattern of your business with the buyers now? (If it is mixed, please express as a percentage)

	   √
	% of order

	Sewing
	
	

	CM (Cut Make)
	
	

	CMT (Cut, Make and trim)
	
	

	FOB (Free on Board)
	
	


14. How you initially started business? (If it is mixed, please express as percentage)
	
	  √
	% of order

	Sewing
	
	

	CM (Cut Make)
	
	

	CMT (Cut, Make and trim)
	
	

	FOB (Free on Board)
	
	


15. What software (s/w) and type of electronic communication you use in your company? 

	
	  √

	Internet as communication with buyer
	

	Internet Banking
	

	Cad/Cam s/w
	

	Cutting and spreading s/w
	

	Fashion Designing s/W
	

	Management s/w (e.g. planning, HR, inventory, accounting etc.)
	

	Operation s/w (e.g. merchandising, commercial etc)
	

	Production s/w
	

	Others (Please specify)
	


 SECTION B: OWNERSHIP
16. How would you classify your company?

	State-owned enterprise
	

	Government controlled corporation, listed
	

	Corporation, listed on a stock exchange
	

	Corporation, privately-held
	

	Others (Please specify)


17. How was your company established?

	Originally private
	

	State-owned company
	

	Privatization of a state-owned company
	

	Joint venture
	

	Private subsidiary of a formerly state-owned firm
	

	Others (Please specify)


18. Which of the following represents the largest stakeholder group in your company?

	Government
	

	Family
	

	Domestic company
	

	Foreign company
	

	Investment company
	

	Bank
	

	Individuals
	

	Others (please specify)


SECTION C: STRATEGY/PLAN
19. What factors motivate you to start garment business in Bangladesh?

	Great prospects in the garment industry
	

	Available labors and all other facilities
	

	Lot of contacts in related field e.g. suppliers, buyers etc.
	

	Capital to invest
	

	Technical know how of garment industry
	

	Started from  small industry to move forward
	

	Seeing others
	

	Foreign collaborations
	

	Ease of getting Bank loan 
	

	Others (Please specify)


20. Which factor do you consider as the most important factor for the rising of garment industry in last two decades?

	Quota provided by USA through Multi Fibre Arrangement (MFA)
	

	Preferential treatment by EU under the GSP scheme
	

	Recent duty free access to Canada and Australia
	

	Favorable policy by Government (eg duty free access of raw materials, back to back L/C, bonded ware house etc.)
	

	Availability of cheap labor force
	

	Entrepreneurial skill of private organization
	

	Foreign collaborations and investors such as technical assistance, marketing access and funding
	

	Others (Please specify)


21. Would an effective database of the markets, competitors’ products, promotions and the analysis of its trend and challenges be useful to you? 

	If Yes How
	

	If No Why
	


22. What is your future target (If not any, please skip)
	By 2008
	

	By 2010
	

	By 2015
	


23. Following list includes a range of factors which may lead to success or comparative failure in business. (Please rank their importance in 1-5 scale, where 5 is most important, 3 is neutral and 1 is least important or negligible)
	Reduction of Lead time
	

	Backward linkage industry
	

	Infrastructure constraints

	· Electricity
	

	· Gas 
	

	· Telecommunications
	

	· Road transport
	

	· Chittagong ports
	

	· Others (please specify)
	

	Compliance and labor law
	

	Limited Product basket
	

	Policy problem (please specify)
	

	Aggressive marketing
	

	Design and Product Development constraints
	

	Lack of skilled Human resource (e.g. managerial and worker level)
	

	Political vulnerability
	

	Image of Bangladesh in the outside world
	

	Corruption
	

	TRADE (Tariff Relief Assistance for Developing Economies) act 2005 pursued by BGMEA from USA as a LDC
	

	China’s accession to WTO and its emergence as super power
	

	Others (Please specify)
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Human Resource inputs eg. School, College, Universities, Special Institutions 








Service inputs e.g. Accounting Commercial MerchandisingConsulting Leasing Logistics construction etc











Infrastructure inputs e.g. Roads, power, ports energy, Water, communication











Capital Equipment inputs e.g. Computer Machinery, real estate, Vehicle etc





Lead firm’s activity: Design, new technologies, brand names, or consumer demand


 





  Product related activities


Product Strategy


    Product Concept


    Product Design


      - Conceptual Design


      - Visual design


      -  Detailed Sketch


      -  Layout       


      -  Product specification





End Use Consumer





Retail/Sales





Marketing





After Sales Service





Buying/Trading





Manufacturing Activity





Grey Fabric





Finished Fabric





Fibers





Yarn





Spinning





Weaving/Knitting





Dyeing, Finishing





Major textile operation





Major garment operation





Cutting





Cut garment 


pieces





Sewing





Finished Garment





Printing/Embroidery


other embellishments





Fabric- Brazil


Popper Buttons and Interlining - Germany


Regular Buttons and Hanger- Srilanka


Sewing Thread, Other labels and packaging - Bangladesh


 All sourcing from different firms








DIRECT





INDIRECT





Local office e.g. Wal-Mart, Gap,  M&S, 





Overseas office e.g. Zara





Overseas agents e.g. Hong Kong based





Local Agents e.g. Texline, Li & Fung





Overseas via local agent e.g. TFG UK via Araf Apparels





Garment Manufacturer





END








� ‘Apparel industry’, ‘garment industry’, readymade garment (RMG) industry’ are used interchangeably throughout the article to refer to all activities in between getting order from buyer to export that order to the local port i.e. sea or air.


� Exim Bank of India 1995, p 16, cited in Vijayabaskar 2002, p 60


� The full text of the Agreement on Textiles and Clothing (ATC) can be found at the US ministry website, � HYPERLINK "http://otexa.ita.doc.gov/atc.htm" ��http://otexa.ita.doc.gov/atc.htm� ; for a detailed explanation, see the WTO’s website at � HYPERLINK "http://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm5_e.htm" ��http://www.wto.org/english/thewto_e/whatis_e/tif_e/agrm5_e.htm� .


� Peter Craig, a Washington based trade commissioner, Los Angeles Times, January 16, 2005


� Mlachila Montfort and Yongzheng Yang, 2004.


� Anisul Haque, Ex president of BGMEA, � HYPERLINK "http://www.apparelmag.com/articles/oct/oct05_7.shtml" ��http://www.apparelmag.com/articles/oct/oct057.shtml�  May 5, 2006


� For in depth analysis of contribution of garment industry, see Debapriya Bhattacharya, Mustafizur Rahman and Ananya Raihan, 2002. 


� Export Promotion Bureau Bangladesh


� Golam Sarwar Milon , BGMEA Director, in a seminar titled ‘Revival of sick RMG industries vis-à-vis expansion of business and employment,’ on 1 October 2005, said out of 4,000 garment industries, some 1,900 have become sick due to various causes including natural disaster, ‘hartal’s (strike), global crises, corruption and terrorism, inadequate utility facilities, undue overseas claim and delay in back-to-back LC (letter of credit) opening. These sick industries are also overburdened with a huge quantity of loan amounting nearly to Tk 2 billion ($0.33 billion), he pointed out. But the reason was internal not external. 


� see � HYPERLINK "http://usinfo.state.gov/usinfo/Archive/2005/May/16-571640.html?chanlid=washfile" ��http://usinfo.state.gov/usinfo/Archive/2005/May/16-571640.html?chanlid=washfile�, May 12 2006 


� for details about safeguard understanding, see,  � HYPERLINK "http://www.ictsd.org/weekly/05-05-18/story3.htm" ��http://www.ictsd.org/weekly/05-05-18/story3.htm�  and http://www.ustr.gov/assets/World_Regions/North_Asia/China/asset_upload_file91_8344.pdf, May 12 2006    


� The safeguard clause states that, “In China safeguard investigations under section 421 of the Trade Act of 1974, the ITC determines whether a product from China is being imported into the United States in such increased quantities or under such conditions as to cause or threaten to cause market disruption to the domestic producers of like or directly competitive products.” From from United Stated International Trade Commission � HYPERLINK "http://www.usitc.gov/trade_remedy/safeguards/index.htm" ��http://www.usitc.gov/trade_remedy/safeguards/index.htm�, May 12 2006 


� Safeguard action was imposed on China against textile and clothing imports to protect EU’s market under   Textiles-Specific Safeguard Clause written into China’s Protocol of Accession to the WTO in 2001 which was incorporated into EU law in 2003. for details, see � HYPERLINK "http://europa.eu.int/comm/external_relations/china/intro/memo05_201.htm May 4" ��http://europa.eu.int/comm/external_relations/china/intro/memo05_201.htm May 4�, 2006


� � HYPERLINK "http://europa.eu.int/comm/trade/issues/sectoral/industry/textile/pr281105_en.htm" ��http://europa.eu.int/comm/trade/issues/sectoral/industry/textile/pr281105_en.htm� updated 11 may 2006, last accessed May 12 2006


� The Daily Prothom Alo, 23April issue, business section


� An article on Apparelmag.com, in October 2005, 47, 2, titled ‘Bangladesh still in the game’ by Daniel Kaye and Leanne Arendse, reported that Bangladesh is doing well in the open market. But the title itself suggests the pessimistic/cynical view towards the apparel industries future. 


� “There is always a ‘best place’ for manufacturing at a given time and right now, China is it- because of low labor costs and also the tremendous investment made in textile and apparel factories,” – Bob Mckee, Fashion industry solutions Director for Intentia, a global Mid market ERP system vendor.


� Mosharraf Hussain, Standard group. Source Apparel magazine


� William Wertz, a Wal-Mart Spokesperson, added ‘we make adjustments based on variety of factors’. Source apparel magazine


� A Ministry of Commerce study (2001) found that the RMG sector comprises the following four groups of firms: The first group of about 15 large companies own 220 manufacturing units, each with a capacity of 10,000 dozens or more per month. These are well established firms that source their own fabric and have direct marketing link overseas. Another 550 manufacturing units have a production capacity of 5,000 to 10,000 dozens per month who work mostly (60 per cent) on a CM basis for importers or buying agents. There are an estimated 1993 units. 


� This data is only for empirical view, where figures are rounded to give better picture.


� A World Bank report estimated the degree of export concentration at the firm level. As it turns out, of the 2387 exporting RMG firms in 2004, the top 500 firms exported 74 percent  of total garment exports; the top 650, up to 81 percent. Which means the remaining 1737 firms in EPB’s list of exporters managed only 19 percent between themselves. That leaves some 1200 firms (out of 3560) that did not export at all or perhaps sub-contracted. Among these firms, some could be facing closure or operating intermittently. Among exporting firms, the bottom 200 firms which export less than $50,000 each cannot also be open for business all year. Each of them has a capacity of less than 5,000 dozens that work mostly on a sub-contracting basis. Finally there are about 200 units those are sick and not currently operating.


       Table: Firm level export concentration


�
Cumulative export share (%)�
�
Top 100 firms �
40.5�
�
Top 200 firms �
53.0�
�
Top 300 firms �
61.9�
�
Top 500 firms �
74.3�
�
Top 650 firms �
81.0�
�
           Source: Data from DG Textiles, EPB


� For details see Quddus, Munir 1996.


� According to World Bank 2002 report, labor cost in sewing and assembly activity constitutes 67 percent of total (remaining 19 percent in electricity and 14 percent in maintenance), which reflects the labor intensive nature of garment production. 


� In 1985, UK, France, Canada, lastly US imposed quota on garments under MFA. This disrupted the garments industry, of the more than 700 garment factories then operating (about 80% were established in 1985). Around 500 were closed, more than 40 percent of total employment, with a number appx. 200,000 lost their job. The quota restrictions left stacks of garments in new factory warehouses, on the docks at Chittagong and aboard ships in US ports. The massive factory failures led to very serious bank loan defaults. After pursing by BGMEA, later UK and France largely withdrew their quota and US tripled their quantity. 


� Similar result was found in other paper. See Khundker, (2002), Quddus (1993, 1996), Quddus and Rashid (1996), Dowlah (1998), Joshi (2002)


� With low factor prices and policy support, a sector can grow rapidly and can be extremely profitable. Export of RMG industry of Bangladesh lead this example, with a growth rate around 28 percent since 1985, highlight this phenomenon (Sanjay Kathuria, Will Martin and Anjali Bhardwaj, 2001.


� For details policy framework for apparel sector, please see Debapriya Bhattacharya and Mustafizur Rahman, 2000, p8-9.


� Also see Rock (2002), Quddus (1996), Montfort (2004)


� The rate has been subsequently reduced to 25 percent in FY01, and is expected to be completely removed by June 2006


� K.V. Ramaswamy and G. Gereffi, 1998.


� R. Kumar and S. Khanna (1990), cited in Quddus (1996, p18)


� According to a World Bank/IMF study, MFA has cost the developing world 27 million jobs and $40 billion a year in lost exports. Source: � HYPERLINK "http://en.wikipedia.org/wiki/Multi_Fibre_Arrangement" ��http://en.wikipedia.org/wiki/Multi_Fibre_Arrangement�, May 26, 2006 


� In the UK, employment in the apparel sector declined by over 50 percent in the period 1973 to 1993, while in Germany, employment declined by 2,70,000 during the period 1970 to 1994. (Vijayabaskar 2002, p 63). However, imports were not the primary reason for job losses in this sector in the core economies. In Germany, for every job loss due to imports, 50 were lost due to productivity gains. Further declining demand constituted job losses 20 times of that which can be attributed to imports from the periphery (Underhill 1998, 57 cited in Vijayabaskar 2002, p 63)


� However, IMF 2004 report argued, large rents generated by quotas and government assistance may have weakened incentives to improve productivity (p 30).


� for details about knitwear sector see � HYPERLINK "http://www.sedf.org/spe_events4_knitwear.php" ��http://www.sedf.org/spe_events4_knitwear.php�  May 14, 2006


� See Rhee (1990), Quddus (1993, 1996), Quddus and Rashid (1996)


� Concepts of global value chains, global commodity chains and global supply chains are almost closely related, the term will be used here interchangeably.  For a more detailed discussion of the origins and use of these concepts, see Gereffi (1994), Kaplinsky (2000).


� GCC is two types, Producer driven (PCC) and Buyer driven (BCC). For details see Gereffi (1994, 1999, 2001), Kaplinsky (2000)


� ‘Factories understand that this is a point of differentiation, and the better they are at it, the better they are positioned to gain more business’ said Robert J. Zane, Senior Vice President, Liz Claiborne Inc. in apparelmag.com August 2005


� Assembly, full package supply and OBM will be discussed shortly.


� Line in the garment industry known as a number of machines designed in a row to manufacture a garment with all the inputs feed at the bottom and come out a sewn garment at the front. A typical shirt production requires 17 machines, starts with cut panels of the shirt and ends with sewn shirt  


� Recognized Grade -“A” Factory by M&S; recognized & Awarded as “Best School Shirt Manufacturer by ADAMS in 2000 – 2001   & 2001 – 2002.


� The main sources of a firm’s competitive advantage that can be transferred globally are several economies that exist along and between value-added chains: economies of scale (related to an increase in market size); economies of scope (related to an increase in product lines supporting the fixed costs of logistics, control, or downstream links of the value-added chain); and learning (based on proprietary knowledge or experience). “When these economies exist, industries are global in the sense that firms must compete in world markets in order to survive” (Bruce Kogut 1985).


� Manufacturer quotes price on FOB basis to their buyer, which includes raw material, cutting, sewing, finishing, any value added service and transport to airport or seaport. On the basis of FOB (including lead time), buyers place order to the certain manufacturer


� Acceptable Quality Level: The largest quantity of defectives in a certain sample size that can make the lot definitely acceptable; zero defect products are rare, so Customers set the acceptable level of quality for granted to be export.


� In 1970s and 80s Hong Kong was famous for apparel production. However, a combination of domestic supply side constraints (labor shortages, high wages, and high land prices) and external pressures (currency revaluation, tariffs and quotas) led to the internationalization of the textile and apparel complex by the late 1980s and early 1990s. In 1991, 47000 factories were employing 680 000 workers in Hong Kong, a figure 25 percent below the peak of 907000 manufacturing jobs recorded in 1980 (Khanna, 1993, p. 19). The decline was particularly severe in textiles and apparel. Employment in the Hong Kong textile industry fell from 67000 in 1984 to 36000 in 1994—a drop of 47 percent. Meanwhile, Hong Kong’s clothing jobs plummeted from 300000 in 1984 to 137000 in 1994—a decrease of 56 percent in a single decade (De Coster, 1996a, p. 65). While manufacturing declined, trading activities in Hong Kong grew to encompass approximately 70000 firms and 370000 jobs in 1991, a fivefold increase in the number of firms and a fourfold increase in the number of workers in the trading sector compared to 1978 (Khanna, 1993, p. 19). Thus, trading companies to a large extent have replaced factories as the key economic agent in Hong Kong’s export-oriented growth. For details see Gereffi (1999, p 57-59)


� This is a requirement of EU’s GSP scheme to get duty free access to those countries. For details see report on Agreement on Textile and Clothing (ATC), by Bangladesh Enterprise Institute, 2004.


� Hayashi 2005


� John McGhie, Anjali Kwatra and Stuart Halford, 2004.


� BGMEA newsletter, May 10, 2006


� Fazlul Hoque of President of BKMEA  � HYPERLINK "http://www.financialexpress-bd.com/index3.asp?cnd=5/7/2006&section_id=1&newsid=23778&spcl=no" ��http://www.financialexpress-bd.com/index3.asp?cnd=5/7/2006&section_id=1&newsid=23778&spcl=no�  May 5, 2006


� � HYPERLINK "http://www.thedailystar.net/2006/05/03/d6050301022.htm" ��http://www.thedailystar.net/2006/05/03/d6050301022.htm� May 03, 2006


� Bangladesh got a huge publicity and response on investment when an US daily published an article ‘Bangladesh is floating on gas.’


� Bangladesh Enterprise Institute survey found that, Chittagong port which handles nearly 85 percent of all merchandise of the country, terminal handles only 100-105 lifts per berth a day, where the productivity standard is 230 per a day. Ship turnaround time is 5-9days, where more efficient port takes only one day. Handling charges is as high as $640 ($250 unofficial expenses) compared to $220 Colombo and $360 in Bangkok (Bangladesh Enterprise Institute 2003).


� � HYPERLINK "http://www.fibre2fashion.com/face2face/bkmea/md-fazlul-hoque.asp" ��http://www.fibre2fashion.com/face2face/bkmea/md-fazlul-hoque.asp�  May 10. 2006


� According to ILO, child labor is based on any economic activity done by any person who is under age of 15. Child labor is exploitative in the sense that those children don’t attend effective schooling and usually employs under conditions which is hazardous to the physical and mental health of them.


� United States Department of Labor, from � HYPERLINK "http://www.itcilo.it/english/actrav/telearn/global/ilo/code/apparel2.htm May 20" ��http://www.itcilo.it/english/actrav/telearn/global/ilo/code/apparel.htm#EXECUTIVE May 20�, 2006


� Based on MoU, BGMEA opened school for its child laborer and compensated them tk 300 jointly funded by BGMEA, ILO and other donor agencies. 


� See in details of the result of this agreement with its weakness and criticism in Samuel Grumiau, 2000.


� For detail report of the accident, the affected workers compensation and the response of the buyer, see  report “Spectrum: OneYear After the Collapse” made by  Clean Clothes Campaign on April 2006 from � HYPERLINK "http://www.renaklader.org/dokument/pdf/Spectrum%201%20year%20after.pdf" ��http://www.renaklader.org/dokument/pdf/Spectrum%201%20year%20after.pdf�


� Pinaki Roy, "Factory Safety Watch in Complete Disarray," The Daily Star February 28 20065, Number 623 vols.Available: � HYPERLINK "http://www.thedailystar.net/2006/02/28/d6022801011.htm" ��http://www.thedailystar.net/2006/02/28/d6022801011.htm�    


� BGMEA Newsletter, 29 March, 2006


� BGMEA Newsletter, 3 April, 2006


�  Imran H. Khan and Shamim Ahsan, "An Uncertain Future," The Daily Star, Number 86 vols. Available: � HYPERLINK "http://www.thedailystar.net/magazine/2006/03/03/cover.htm" ��http://www.thedailystar.net/magazine/2006/03/03/cover.htm�  March 3, 2006


� Source; "70pc Knitwear Units yet to Ensure Social Compliance," The Daily Star April 27 2006. 


� Afsar (2000) showed that these 80 percent migrant women garment workers earn “above poverty threshold income” from just no income of their own. 


� For details see Paul-Majumder, Pratima (2002)


� Garment workers are significantly more likely to have higher quality housing conditions and access to modern infrastructure facilities than are women in rural areas. More than four fifths of garment workers, for instance, use piped water and sanitary latrines, where almost little to none have access to pied water and one in ten use hygienic toilet. Even, the garment workers who live in “bustee” (slums) 79 percent of them reported that they use pipe water and 52 percent of them have access to sanitary latrines. See for details Paul Hewett and Sajeda Amin, 2000.


� Paul Hewett and Sajeda Amin 2000


� Shirin Akter of Karmojibi Nari, an NGO supporting women worker.


� While talking with the organizer of fund raising exhibition for Bangladeshi Street Children arranged by Australian youth Ambassadors for Development, office of multicultural interest, Western Australia, told me that one of the girl’s who participated in the photography, future goals is to work in the garment industry, which could give her a good life on her own. She prepared herself with learning sewing for the garment industry but couldn’t enter into the garment industry because of child labor prohibition. But now she is street children, collecting rubbish from the streets and often works as a maid which led to abuse sometimes. Kabeer (2004) also showed the same result while studies on child labor in Dhaka’s urban slums. Many parents in slums preferred garment employment for their daughters because they believed the girls would face less sexual harassment there than in other occupations open to them (Emily Delap 1998) and that working mothers saw work in local garment factories as a safer option for their young daughters to leaving them home on their own. 


� IMF/ World Bank Study 2002 estimated that for every job protected in developed countries, around 35 have been lost in poor countries. 


� Oxfam 2003,Catherine Barbar, Balachandiran Gowthaman and Jonathan Rose, 2004.


� � HYPERLINK "http://www.usitc.gov" ��www.usitc.gov�, cited in Oxfam international 2004


� UNCTAD, 2002.


� Euromonitor (2001) Retail Trade International 2001 cited in Oxfam 2004


� Fortune5002006, annual ranking of America's largest corporations, from � HYPERLINK "http://money.cnn.com/magazines/fortune/fortune500/snapshots/1551.html" ��http://money.cnn.com/magazines/fortune/fortune500/snapshots/1551.html�  May 4, 2006 


� Calculated as total export value/total export volume. The price level also showed that in knit, Bangladesh are playing in very low end products, where in case of woven it is low to medium.


� The preference of the buyer for commodity products is as price, delivery, quality and flexibility respectively. Source: Asir Manjur, 2002.


� business week 2005 Top 100 Global Brands Scoreboard, � HYPERLINK "http://bwnt.businessweek.com/brand/2005/?chan=innovation_branding_innovation+metrics" ��http://bwnt.businessweek.com/brand/2005/?chan=innovation_branding_innovation+metrics� May 15, 2006


� Bonacich et al, 1994, p83, cited in Vijayabaskar 2002, p 60


� Was in Euro, converted to US$, considering 9 May 2006 rate, 1 EUR= 1.27US$


� This is based on personal experience while working in the industry. Seven knit garment for boys fob price and their cost breakdown has taken into account. However, it should be taken as exemplary, discrepancies in figures under the respective heads, moreover, might be the outcomes of sample selection bias and/or measurement error as it doesn’t represent different varieties of the product that prevalent for the export basket and also the buyer whose price varies depending on their position in the supply chain.


� For details see Robert Pollin, Justine Burns and James Heintz, 2004.


� In a similar cost breakdown of a T-shirt in World Bank report showed that with a FOB price of $1.28, profit margin is only 5%. The report also said although most producers set a target profit margin of 15%, with the increasingly competitive global market, combined with historically high cotton costs, the margins have been squeezed to a point well below this target level. For details see The World Bank, 2005. 


� In a press briefing on May 9, 2006, Ghulam Hussain, joint secretary of commerce ministry, said they may soon take necessary steps to increase wages which is more than a decade old for workers in readymade garment (RMG) sector as foreign buyers are persistently creating pressures for improving the living standard of the labor force. Source: BGMEA news


� It has to be remembered that computer usage of Bangladesh is still very low, even though there has been rapid rise in last couple of years. In most cases, it is sometimes impossible to use computer for average people, let alone email.


� A sewing machine with automatic thread cutting device placed under the bed of sewing machine plate, usually operated by foot, which enhance the productivity.


� The daily ‘Prothom Alo’ 9 May 2006, computer section


� Daniyel Kaye and Leanne Arense, 2005 


� The list is collected from different websites and personal communication. There might be some other private institutes which offer textile or apparel degrees.


� Year 12 passed


� year 10 passed


� Gruben and McLeod (2006) refute claims that apparel and footwear production leads to lower educational achievement for women. They find that clothing and shoe production requires more education than the average woman has attained in many developing countries. The plants usually don’t hire women without at least a junior high education, they argued. In Bangladesh in apparel industry, to qualify for jobs, more women stay longer in school. Their study also allays concerns that the export factories create jobs for underage workers: Female workers’ commitment to seek more education delays childbearing and lowers the incidence of child labor……. Among the countries they studied, increases in apparel and shoe exports as a share of GDP were positively associated with subsequent upturns in both male and female secondary-school enrollment…. As apparel and footwear exports surged in Bangladesh, for example, they showed females’ secondary-school enrollment actually rose to exceed that of men, starting from 40 percent relative to male enrollment in the early 1980s.


� The Daily star April 25, 2006, from � HYPERLINK "http://www.thedailystar.net/2006/04/25/d60425050251.htm" ��http://www.thedailystar.net/2006/04/25/d60425050251.htm�


� BGMEA newsletter, 8 Dec 2006


� This agreement was made under South Asian Free Trade Area (SAFTA), a regional trade agreement smong 8 South Asian Associations for Regional Cooperation (SAARC) countries. The agreement allows allow three million pieces of Bangladeshi readymade garments that are made of Indian fabrics and  another three million RMG products made of either Indian or Bangladeshi fabrics and the rest two millions made by any member country of Saarc including Bangladesh. As per the Safta agreement, developing countries in Saarc bloc -- India, Pakistan and Sri Lanka -- will bring down their customs duties to 0-5 percent by 2013, while the least-developed countries (LDCs) like Bangladesh, the Maldives, Nepal and Bhutan will implement it by 2018


� A Pakistani industrialist quoted on Pakistani newspaper, said that 'failed' strategy led to imposition of non-tariff barriers by the EU. …. Pakistani bed wear, one of the five major export items, is witnessing a sharp fall in orders from European countries after the EU in March, 2004 imposed a 13.1 anti-dumping duty on imports from Pakistan. "Pakistani Textile Units to Be Relocated to Bangladesh," The Daily Star February 19 20065, Number 614 vols. Available: � HYPERLINK "http://www.thedailystar.net/2006/02/19/d60219050246.htm" ��http://www.thedailystar.net/2006/02/19/d60219050246.htm�   


� response from Seatex


� response from Interstoff


� Predicts Bob Mckee, Fashion Industry Solutions Director, Intentia
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Sheet1

				WOVEN						KNIT						TOTAL

				July - June		July - June		Export %       incr./decr.		July - June		July - June		Export %       incr./decr.		July - June		July - June		Export %       incr./decr.

				2003-04		2004-05				2003-04		2004-05				2003-04		2004-05

		Total EU		1877.544		1707.558		-9.054		1786.883		2238.095		25.251		3664.427		3945.653		7.674

		% of EU		53.067		47.456				83.187		79.38				64.445		61.481

		Canada		185.737		189.195		1.862		70.663		118.746		68.046		256.4		307.941		20.102

		% of Canada		5.25		5.258				3.29		4.212				4.509		4.798

		USA		1391.795		1623.407		16.641		236.793		402.684		70.057		1628.588		2026.091		24.408

		% of USA		39.338		45.117				11.024		14.282				28.642		31.57

		Japan		15.997		12.567		-21.442		3.789		3.735		-1.425		19.786		16.302		-17.608

		% of Japan		0.452		0.349				0.176		0.132				0.348		0.254

		Australia		2.467		3.272		32.631		1.272		4.027		216.588		3.739		7.299		95.213

		% of Australia		0.07		0.091				0.059		0.143				0.066		0.114

		Other Countries		64.526		62.206		-3.595		48.622		52.185		7.328		113.148		114.391		1.099

		% of Other Countries		1.824		1.729				2.264		1.851				1.99		1.782

		GRAND TOTAL		3538.066		3598.205		1.7		2148.022		2819.472		31.259		5686.088		6417.677		12.866

				WOVEN				KNIT

				2003-04		2004-05		2003-04		2004-05

		% of EU		53.07		47.46		83.19		79.38

		% of USA		39.34		45.12		11.02		14.28

		% of Canada		5.25		5.26		3.29		4.21

		% of Japan		0.45		0.35		0.18		0.13

		% of Australia		0.07		0.09		0.06		0.14

		% of Other Countries		1.82		1.73		2.26		1.85

				WOVEN				KNIT				TOTAL

				July - June		July - June		July - June		July - June		July - June		July - June

				2003-04		2004-05		2003-04		2004-05		2003-04		2004-05

		Total EU		1877.544		1707.558		1786.883		2238.095		3664.427		3945.653

		USA		1391.795		1623.407		236.793		402.684		1628.588		2026.091

		Canada		185.737		189.195		70.663		118.746		256.4		307.941

		Japan		15.997		12.567		3.789		3.735		19.786		16.302

		Australia		2.467		3.272		1.272		4.027		3.739		7.299

		Other Countries		64.526		62.206		48.622		52.185		113.148		114.391

														KNIT

				WOVEN				TOTAL						2004-05

				2004-05				2004-05				EU		2238.095

		EU		1707.558				3945.653				USA		402.684

		USA		1623.407				2026.091				Canada		118.746

		Canada		189.195				307.941				Japan		3.735

		Japan		12.567				16.302				Australia		4.027

		Australia		3.272				7.299				Other Countries		52.185

		Other Countries		62.206		52.185		114.391

																Percentage compared to total apparel export

		YEAR		SHIRTS		TROUSERS		T-SHIRT		JACKETS		SWEATER				Shirts		Trousers		T-shirt		Jackets		Sweater		all five items

		1993-94		805.34		80.56		225.9		126.85		….		1238.65		65.02%		6.50%		18.24%		10.24%		0.00%		79.62%		89.76%

		1994-95		791.2		101.23		232.24		146.83		….		1271.5		62.23%		7.96%		18.27%		11.55%		0.00%		57.06%		88.45%

		1995-96		807.66		112.02		366.36		171.73		70.41		1528.18		52.85%		7.33%		23.97%		11.24%		4.61%		60.00%		84.16%

		1996-97		759.57		230.98		391.21		309.21		196.6		1887.57		40.24%		12.24%		20.73%		16.38%		10.42%		62.89%		73.20%

		1997-98		961.13		333.28		388.5		467.19		296.29		2446.39		39.29%		13.62%		15.88%		19.10%		12.11%		64.69%		68.79%

		1998-99		1043.11		394.85		471.88		393.44		271.7		2574.98		40.51%		15.33%		18.33%		15.28%		10.55%		64.05%		74.17%

		1999-2000		1021.17		484.06		563.58		439.77		325.07		2833.65		36.04%		17.08%		19.89%		15.52%		11.47%		65.15%		73.01%

		2000-2001		1073.59		656.33		597.42		573.74		476.87		3377.95		31.78%		19.43%		17.69%		16.98%		14.12%		69.51%		68.90%

		2001-2002		871.21		636.61		546.28		412.34		517.83		2984.27		29.19%		21.33%		18.31%		13.82%		17.35%		65.11%		68.83%

		2002-2003		1019.87		643.66		642.62		464.51		578.37		3349.03		30.45%		19.22%		19.19%		13.87%		17.27%		68.18%		68.86%

		2003-2004		1116.57		1334.85		1062.1		364.77		616.31		4494.6		24.84%		29.70%		23.63%		8.12%		13.71%		79.05%		78.17%

		2004-2005		1053.34		1667.72		1349.71		430.28		893.12		5394.17		19.53%		30.92%		25.02%		7.98%		16.56%		84.05%		75.47%

		2005-2006		199.96		304.22		199.9		117.14		299.94		1121.16		17.84%		27.13%		17.83%		10.45%		26.75%		82.19%		62.80%

		(July-August)

		YEAR		Total		total Apparel export		percentage

		1993-94		1238.65		1555.79		79.62%

		1994-95		1271.5		2228.35		57.06%

		1995-96		1528.18		2547.13		60.00%

		1996-97		1887.57		3001.25		62.89%

		1997-98		2446.39		3781.94		64.69%

		1998-99		2574.98		4019.98		64.05%

		1999-2000		2833.65		4349.41		65.15%

		2000-2001		3377.95		4859.83		69.51%

		2001-2002		2984.27		4583.75		65.11%

		2002-2003		3349.03		4912.09		68.18%

		2003-2004		4494.6		5686.09		79.05%

		2004-2005		5394.17		6417.67		84.05%

		2005-2006 (jul-Aug)		1121.16		1364.16		82.19%

		YEAR		percentage

		1993-94		79.62%

		1994-95		57.06%

		1995-96		60.00%

		1996-97		62.89%

		1997-98		64.69%

		1998-99		64.05%

		1999-2000		65.15%

		2000-2001		69.51%

		2001-2002		65.11%

		2002-2003		68.18%

		2003-2004		79.05%

		2004-2005		84.05%

		2005-2006 (jul-Aug)		82.19%

				Percentage compared to total apparel export

		YEAR		Shirts		Trousers		T-shirt		Jackets		Sweater		Shirts, trousers, Tshirt		all five items

		1993-94		65.02%		6.50%		18.24%		10.24%		0.00%		89.76%		79.62%

		1994-95		62.23%		7.96%		18.27%		11.55%		0.00%		88.45%		57.06%

		1995-96		52.85%		7.33%		23.97%		11.24%		4.61%		84.16%		60.00%

		1996-97		40.24%		12.24%		20.73%		16.38%		10.42%		73.20%		62.89%

		1997-98		39.29%		13.62%		15.88%		19.10%		12.11%		68.79%		64.69%

		1998-99		40.51%		15.33%		18.33%		15.28%		10.55%		74.17%		64.05%

		1999-2000		36.04%		17.08%		19.89%		15.52%		11.47%		73.01%		65.15%

		2000-2001		31.78%		19.43%		17.69%		16.98%		14.12%		68.90%		69.51%

		2001-2002		29.19%		21.33%		18.31%		13.82%		17.35%		68.83%		65.11%

		2002-2003		30.45%		19.22%		19.19%		13.87%		17.27%		68.86%		68.18%

		2003-2004		24.84%		29.70%		23.63%		8.12%		13.71%		78.17%		79.05%

		2004-2005		19.53%		30.92%		25.02%		7.98%		16.56%		75.47%		84.05%

		2005-2006 (jul-Aug)		17.84%		27.13%		17.83%		10.45%		26.75%		62.80%		82.19%

				TOTAL APPAREL EXPORT IN MN.US$						TOTAL APPAREL EXPORT IN MN.DZ

		YEAR		WOVEN		KNIT		TOTAL		WOVEN		KNIT		TOTAL		avg price for woven		avg price for knit

		1992-93		1240.48		204.54		1445.02		36.05		10.66		46.71		2.87		1.60

		1993-94		1291.65		264.14		1555.79		34.35		10.81		45.16		3.13		2.04

		1994-95		1835.09		393.26		2228.35		47.21		15.3		62.51		3.24		2.14

		1995-96		1948.81		598.32		2547.13		48.82		23.18		72		3.33		2.15

		1996-97		2237.95		763.3		3001.25		53.45		27.54		80.99		3.49		2.31

		1997-98		2844.43		937.51		3781.94		65.59		32.6		98.19		3.61		2.40

		1998-99		2984.96		1035.02		4019.98		64.79		36.66		101.45		3.84		2.35

		1999-2000		3081.19		1268.22		4349.41		66.63		45.27		111.9		3.85		2.33

		2000-2001		3364.32		1495.51		4859.83		71.48		52.54		124.02		3.92		2.37

		2001-2002		3124.82		1458.93		4583.75		77.05		63.39		140.44		3.38		1.92

		2002-2003		3258.27		1653.82		4912.09		82.83		69.18		152.01		3.28		1.99

		2003-2004		3538.07		2148.02		5686.09		90.48		91.6		182.08		3.26		1.95

		2004-2005		3598.2		2819.47		6417.67		92.26		120.13		212.39		3.25		1.96

		2005-2006 (July-August)		701.53		662.63		1364.16		18.46		28.81		47.27		3.17		1.92

				percent of net export

		Woven garments		26

		Knitwear		32

		Jute & Jute goods		7

		Frozen food		8

		Leather		5

		Others		22

				Table 1. Bangladesh: Growth of the RMG Sector

		Year		Export Volume (million dz)		Export (billion $)		Export Share in total (percent)		Employment ('00,000)		No of garment factory ('00)		No of garment factory

		1985–86		4.67		1.31		16		2		5.94		594

		1990–91		30.57		8.67		50.5		4		8.34		834

		1995–96		72.01		25.47		65.6		13		24		2,353

		1999-00		111.91		43.49		75.61		16		32		3,200

		2001-02		140.44		45.84		76.57		18		36.18		3618

		2002-2003		152.01		49.12		75.01				37.6		3760

		2003-2004		182.08		56.86		74.79				39.57		3957

		2004-2005		212.39		64.18		74.15				41.07		4107

		2005-2006 (July-August)		47.27		13.64						41.35		4135

		YEAR		WOVEN		avg price for woven		KNIT		avg price for knit				YEAR		TOTAL b$us		TOTAL		avg price

		1992-93		1240.48		2.87		204.54		1.60				1992-93		46.71		14.45		3.23

		1993-94		1291.65		3.13		264.14		2.04				1993-94		45.16		15.56		2.90

		1994-95		1835.09		3.24		393.26		2.14				1994-95		62.51		22.28		2.81

		1995-96		1948.81		3.33		598.32		2.15				1995-96		72		25.47		2.83

		1996-97		2237.95		3.49		763.3		2.31				1996-97		80.99		30.01		2.70

		1997-98		2844.43		3.61		937.51		2.40				1997-98		98.19		37.82		2.60

		1998-99		2984.96		3.84		1035.02		2.35				1998-99		101.45		40.20		2.52

		1999-00		3081.19		3.85		1268.22		2.33				1999-2000		111.9		43.49		2.57

		2000-01		3364.32		3.92		1495.51		2.37				2000-2001		124.02		48.60		2.55

		2001-02		3124.82		3.38		1458.93		1.92				2001-2002		140.44		45.84		3.06

		2002-03		3258.27		3.28		1653.82		1.99				2002-2003		152.01		49.12		3.09

		2003-04		3538.07		3.26		2148.02		1.95				2003-2004		182.08		56.86		3.20

		2004-05		3598.2		3.25		2819.47		1.96				2004-2005		212.39		64.18		3.31

		2005-06 (July-Aug)		701.53		3.17		662.63		1.92				2005-2006 (July-August)		47.27		13.64		3.47

		Year		Export Volume (million dz)		Export (US$ billion)		Export Share in total (percent)		Employment (millions)		No of garment factory

		1985–86		4.67		1.31		16		0.2		594				200000

		1990–91		30.57		8.67		50.5		0.4		834				400000

		1995–96		72.01		25.47		65.6		1.3		2,353				1300000

		1999-00		111.91		43.49		75.61		1.6		3,200				1600000

		2001-02		140.44		45.84		76.57		1.8		3618				1800000

		2002-2003		152.01		49.12		75.01		N/A		3760

		2003-2004		182.08		56.86		74.79		N/A		3957

		2004-2005		212.39		64.18		74.15		N/A		4107

		2005-2006 (July-August)		47.27		13.64				N/A		4135

				WOVEN						KNIT						TOTAL

				July - June		July - June		Export %       incr./decr.		July - June		July - June		Export %       incr./decr.		July - June		July - June

				2003-04		2004-05				2003-04		2004-05				2003-04		2004-05

		Total EU		1877.544		1707.558		-9.054		1786.883		2238.095		25.251		3664.427		3945.653

		% of EU		53.067		47.456				83.187		79.38				64.445		61.481

		Canada		185.737		189.195		1.862		70.663		118.746		68.046		256.4		307.941

		% of Canada		5.25		5.258				3.29		4.212				4.509		4.798

		USA		1391.795		1623.407		16.641		236.793		402.684		70.057		1628.588		2026.091

		% of USA		39.338		45.117				11.024		14.282				28.642		31.57

		Japan		15.997		12.567		-21.442		3.789		3.735		-1.425		19.786		16.302

		% of Japan		0.452		0.349				0.176		0.132				0.348		0.254

		Australia		2.467		3.272		32.631		1.272		4.027		216.588		3.739		7.299

		% of Australia		0.07		0.091				0.059		0.143				0.066		0.114

		Other Countries		64.526		62.206		-3.595		48.622		52.185		7.328		113.148		114.391

		% of Other Countries		1.824		1.729				2.264		1.851				1.99		1.782

		GRAND TOTAL		3538.066		3598.205		1.7		2148.022		2819.472		31.259		5686.088		6417.677

				export     2003-04 million$		% of total of export		Export      2004-05 million $		% of total of export

		EU		3664.427		64.45		3945.653		61.48

		USA		1628.588		28.64		2026.091		31.57

		Canada		256.4		4.51		307.941		4.80

		other countries		113.148		1.99		114.391		1.78

		Australia		3.739		0.07		7.299		0.11

		Japan		19.786		0.35		16.302		0.25
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				WOVEN						KNIT						TOTAL

				July - June		July - June		Export %       incr./decr.		July - June		July - June		Export %       incr./decr.		July - June		July - June		Export %       incr./decr.

				2003-04		2004-05				2003-04		2004-05				2003-04		2004-05

		Total EU		1877.544		1707.558		-9.054		1786.883		2238.095		25.251		3664.427		3945.653		7.674

		% of EU		53.067		47.456				83.187		79.38				64.445		61.481

		Canada		185.737		189.195		1.862		70.663		118.746		68.046		256.4		307.941		20.102

		% of Canada		5.25		5.258				3.29		4.212				4.509		4.798

		USA		1391.795		1623.407		16.641		236.793		402.684		70.057		1628.588		2026.091		24.408

		% of USA		39.338		45.117				11.024		14.282				28.642		31.57

		Japan		15.997		12.567		-21.442		3.789		3.735		-1.425		19.786		16.302		-17.608

		% of Japan		0.452		0.349				0.176		0.132				0.348		0.254

		Australia		2.467		3.272		32.631		1.272		4.027		216.588		3.739		7.299		95.213

		% of Australia		0.07		0.091				0.059		0.143				0.066		0.114

		Other Countries		64.526		62.206		-3.595		48.622		52.185		7.328		113.148		114.391		1.099

		% of Other Countries		1.824		1.729				2.264		1.851				1.99		1.782

		GRAND TOTAL		3538.066		3598.205		1.7		2148.022		2819.472		31.259		5686.088		6417.677		12.866

				WOVEN				KNIT

				2003-04		2004-05		2003-04		2004-05

		% of EU		53.07		47.46		83.19		79.38

		% of USA		39.34		45.12		11.02		14.28

		% of Canada		5.25		5.26		3.29		4.21

		% of Japan		0.45		0.35		0.18		0.13

		% of Australia		0.07		0.09		0.06		0.14

		% of Other Countries		1.82		1.73		2.26		1.85

				WOVEN				KNIT				TOTAL

				July - June		July - June		July - June		July - June		July - June		July - June

				2003-04		2004-05		2003-04		2004-05		2003-04		2004-05

		Total EU		1877.544		1707.558		1786.883		2238.095		3664.427		3945.653

		USA		1391.795		1623.407		236.793		402.684		1628.588		2026.091

		Canada		185.737		189.195		70.663		118.746		256.4		307.941

		Japan		15.997		12.567		3.789		3.735		19.786		16.302

		Australia		2.467		3.272		1.272		4.027		3.739		7.299

		Other Countries		64.526		62.206		48.622		52.185		113.148		114.391

														KNIT

				WOVEN				TOTAL						2004-05

				2004-05				2004-05				EU		2238.095

		EU		1707.558				3945.653				USA		402.684

		USA		1623.407				2026.091				Canada		118.746

		Canada		189.195				307.941				Japan		3.735

		Japan		12.567				16.302				Australia		4.027

		Australia		3.272				7.299				Other Countries		52.185

		Other Countries		62.206		52.185		114.391

																Percentage compared to total apparel export

		YEAR		SHIRTS		TROUSERS		T-SHIRT		JACKETS		SWEATER				Shirts		Trousers		T-shirt		Jackets		Sweater		all five items

		1993-94		805.34		80.56		225.9		126.85		….		1238.65		65.02%		6.50%		18.24%		10.24%		0.00%		79.62%		89.76%

		1994-95		791.2		101.23		232.24		146.83		….		1271.5		62.23%		7.96%		18.27%		11.55%		0.00%		57.06%		88.45%

		1995-96		807.66		112.02		366.36		171.73		70.41		1528.18		52.85%		7.33%		23.97%		11.24%		4.61%		60.00%		84.16%

		1996-97		759.57		230.98		391.21		309.21		196.6		1887.57		40.24%		12.24%		20.73%		16.38%		10.42%		62.89%		73.20%

		1997-98		961.13		333.28		388.5		467.19		296.29		2446.39		39.29%		13.62%		15.88%		19.10%		12.11%		64.69%		68.79%

		1998-99		1043.11		394.85		471.88		393.44		271.7		2574.98		40.51%		15.33%		18.33%		15.28%		10.55%		64.05%		74.17%

		1999-2000		1021.17		484.06		563.58		439.77		325.07		2833.65		36.04%		17.08%		19.89%		15.52%		11.47%		65.15%		73.01%

		2000-2001		1073.59		656.33		597.42		573.74		476.87		3377.95		31.78%		19.43%		17.69%		16.98%		14.12%		69.51%		68.90%

		2001-2002		871.21		636.61		546.28		412.34		517.83		2984.27		29.19%		21.33%		18.31%		13.82%		17.35%		65.11%		68.83%

		2002-2003		1019.87		643.66		642.62		464.51		578.37		3349.03		30.45%		19.22%		19.19%		13.87%		17.27%		68.18%		68.86%

		2003-2004		1116.57		1334.85		1062.1		364.77		616.31		4494.6		24.84%		29.70%		23.63%		8.12%		13.71%		79.05%		78.17%

		2004-2005		1053.34		1667.72		1349.71		430.28		893.12		5394.17		19.53%		30.92%		25.02%		7.98%		16.56%		84.05%		75.47%

		2005-2006		199.96		304.22		199.9		117.14		299.94		1121.16		17.84%		27.13%		17.83%		10.45%		26.75%		82.19%		62.80%

		(July-August)

		YEAR		Total		total Apparel export		percentage

		1993-94		1238.65		1555.79		79.62%

		1994-95		1271.5		2228.35		57.06%

		1995-96		1528.18		2547.13		60.00%

		1996-97		1887.57		3001.25		62.89%

		1997-98		2446.39		3781.94		64.69%

		1998-99		2574.98		4019.98		64.05%

		1999-2000		2833.65		4349.41		65.15%

		2000-2001		3377.95		4859.83		69.51%

		2001-2002		2984.27		4583.75		65.11%

		2002-2003		3349.03		4912.09		68.18%

		2003-2004		4494.6		5686.09		79.05%

		2004-2005		5394.17		6417.67		84.05%

		2005-2006 (jul-Aug)		1121.16		1364.16		82.19%

		YEAR		percentage

		1993-94		79.62%

		1994-95		57.06%

		1995-96		60.00%

		1996-97		62.89%

		1997-98		64.69%

		1998-99		64.05%

		1999-2000		65.15%

		2000-2001		69.51%

		2001-2002		65.11%

		2002-2003		68.18%

		2003-2004		79.05%

		2004-2005		84.05%

		2005-2006 (jul-Aug)		82.19%

				Percentage compared to total apparel export

		YEAR		Shirts		Trousers		T-shirt		Jackets		Sweater		Shirts, trousers, Tshirt		all five items

		1993-94		65.02%		6.50%		18.24%		10.24%		0.00%		89.76%		79.62%

		1994-95		62.23%		7.96%		18.27%		11.55%		0.00%		88.45%		57.06%

		1995-96		52.85%		7.33%		23.97%		11.24%		4.61%		84.16%		60.00%

		1996-97		40.24%		12.24%		20.73%		16.38%		10.42%		73.20%		62.89%

		1997-98		39.29%		13.62%		15.88%		19.10%		12.11%		68.79%		64.69%

		1998-99		40.51%		15.33%		18.33%		15.28%		10.55%		74.17%		64.05%

		1999-2000		36.04%		17.08%		19.89%		15.52%		11.47%		73.01%		65.15%

		2000-2001		31.78%		19.43%		17.69%		16.98%		14.12%		68.90%		69.51%

		2001-2002		29.19%		21.33%		18.31%		13.82%		17.35%		68.83%		65.11%

		2002-2003		30.45%		19.22%		19.19%		13.87%		17.27%		68.86%		68.18%

		2003-2004		24.84%		29.70%		23.63%		8.12%		13.71%		78.17%		79.05%

		2004-2005		19.53%		30.92%		25.02%		7.98%		16.56%		75.47%		84.05%

		2005-2006 (jul-Aug)		17.84%		27.13%		17.83%		10.45%		26.75%		62.80%		82.19%

				TOTAL APPAREL EXPORT IN MN.US$						TOTAL APPAREL EXPORT IN MN.DZ

		YEAR		WOVEN		KNIT		TOTAL		WOVEN		KNIT		TOTAL		avg price for woven		avg price for knit

		1992-93		1240.48		204.54		1445.02		36.05		10.66		46.71		2.87		1.60

		1993-94		1291.65		264.14		1555.79		34.35		10.81		45.16		3.13		2.04

		1994-95		1835.09		393.26		2228.35		47.21		15.3		62.51		3.24		2.14

		1995-96		1948.81		598.32		2547.13		48.82		23.18		72		3.33		2.15

		1996-97		2237.95		763.3		3001.25		53.45		27.54		80.99		3.49		2.31

		1997-98		2844.43		937.51		3781.94		65.59		32.6		98.19		3.61		2.40

		1998-99		2984.96		1035.02		4019.98		64.79		36.66		101.45		3.84		2.35

		1999-2000		3081.19		1268.22		4349.41		66.63		45.27		111.9		3.85		2.33

		2000-2001		3364.32		1495.51		4859.83		71.48		52.54		124.02		3.92		2.37

		2001-2002		3124.82		1458.93		4583.75		77.05		63.39		140.44		3.38		1.92

		2002-2003		3258.27		1653.82		4912.09		82.83		69.18		152.01		3.28		1.99

		2003-2004		3538.07		2148.02		5686.09		90.48		91.6		182.08		3.26		1.95

		2004-2005		3598.2		2819.47		6417.67		92.26		120.13		212.39		3.25		1.96

		2005-2006 (July-August)		701.53		662.63		1364.16		18.46		28.81		47.27		3.17		1.92

				percent of net export

		Woven garments		26

		Knitwear		32

		Jute & Jute goods		7

		Frozen food		8

		Leather		5

		Others		22

				Table 1. Bangladesh: Growth of the RMG Sector

		Year		Export Volume (million dz)		Export (billion $)		Export Share in total (percent)		Employment ('00,000)		No of garment factory ('00)		No of garment factory

		1985–86		4.67		1.31		16		2		5.94		594

		1990–91		30.57		8.67		50.5		4		8.34		834

		1995–96		72.01		25.47		65.6		13		24		2,353

		1999-00		111.91		43.49		75.61		16		32		3,200

		2001-02		140.44		45.84		76.57		18		36.18		3618

		2002-2003		152.01		49.12		75.01				37.6		3760

		2003-2004		182.08		56.86		74.79				39.57		3957

		2004-2005		212.39		64.18		74.15				41.07		4107

		2005-2006 (July-August)		47.27		13.64						41.35		4135

		YEAR		WOVEN		avg price for woven		KNIT		avg price for knit				YEAR		TOTAL b$us		TOTAL		avg price

		1992-93		1240.48		2.87		204.54		1.60				1992-93		46.71		14.45		3.23

		1993-94		1291.65		3.13		264.14		2.04				1993-94		45.16		15.56		2.90

		1994-95		1835.09		3.24		393.26		2.14				1994-95		62.51		22.28		2.81

		1995-96		1948.81		3.33		598.32		2.15				1995-96		72		25.47		2.83

		1996-97		2237.95		3.49		763.3		2.31				1996-97		80.99		30.01		2.70

		1997-98		2844.43		3.61		937.51		2.40				1997-98		98.19		37.82		2.60

		1998-99		2984.96		3.84		1035.02		2.35				1998-99		101.45		40.20		2.52

		1999-00		3081.19		3.85		1268.22		2.33				1999-2000		111.9		43.49		2.57

		2000-01		3364.32		3.92		1495.51		2.37				2000-2001		124.02		48.60		2.55

		2001-02		3124.82		3.38		1458.93		1.92				2001-2002		140.44		45.84		3.06

		2002-03		3258.27		3.28		1653.82		1.99				2002-2003		152.01		49.12		3.09

		2003-04		3538.07		3.26		2148.02		1.95				2003-2004		182.08		56.86		3.20

		2004-05		3598.2		3.25		2819.47		1.96				2004-2005		212.39		64.18		3.31

		2005-06 (July-Aug)		701.53		3.17		662.63		1.92				2005-2006 (July-August)		47.27		13.64		3.47

		Year		Export Volume (million dz)		Export (US$ billion)		Export Share in total (percent)		Employment (millions)		No of garment factory

		1985–86		4.67		1.31		16		0.2		594				200000

		1990–91		30.57		8.67		50.5		0.4		834				400000

		1995–96		72.01		25.47		65.6		1.3		2,353				1300000

		1999-00		111.91		43.49		75.61		1.6		3,200				1600000

		2001-02		140.44		45.84		76.57		1.8		3618				1800000

		2002-2003		152.01		49.12		75.01		N/A		3760

		2003-2004		182.08		56.86		74.79		N/A		3957

		2004-2005		212.39		64.18		74.15		N/A		4107

		2005-2006 (July-August)		47.27		13.64				N/A		4135

				WOVEN						KNIT						TOTAL

				July - June		July - June		Export %       incr./decr.		July - June		July - June		Export %       incr./decr.		July - June		July - June

				2003-04		2004-05				2003-04		2004-05				2003-04		2004-05

		Total EU		1877.544		1707.558		-9.054		1786.883		2238.095		25.251		3664.427		3945.653

		% of EU		53.067		47.456				83.187		79.38				64.445		61.481

		Canada		185.737		189.195		1.862		70.663		118.746		68.046		256.4		307.941

		% of Canada		5.25		5.258				3.29		4.212				4.509		4.798

		USA		1391.795		1623.407		16.641		236.793		402.684		70.057		1628.588		2026.091

		% of USA		39.338		45.117				11.024		14.282				28.642		31.57

		Japan		15.997		12.567		-21.442		3.789		3.735		-1.425		19.786		16.302

		% of Japan		0.452		0.349				0.176		0.132				0.348		0.254

		Australia		2.467		3.272		32.631		1.272		4.027		216.588		3.739		7.299

		% of Australia		0.07		0.091				0.059		0.143				0.066		0.114

		Other Countries		64.526		62.206		-3.595		48.622		52.185		7.328		113.148		114.391

		% of Other Countries		1.824		1.729				2.264		1.851				1.99		1.782

		GRAND TOTAL		3538.066		3598.205		1.7		2148.022		2819.472		31.259		5686.088		6417.677

				export     2003-04 million$		% of total of export		Export      2004-05 million $		% of total of export

		EU		3664.427		64.45		3945.653		61.48

		USA		1628.588		28.64		2026.091		31.57

		Canada		256.4		4.51		307.941		4.80

		other countries		113.148		1.99		114.391		1.78

		Australia		3.739		0.07		7.299		0.11

		Japan		19.786		0.35		16.302		0.25





Sheet1

		



&A

Page &P

Total EU

USA

Canada

Japan

Australia

Other Countries

Value in millionUS$

Comparison of garment export to major markets yearwise



Sheet2

		% of EU		% of EU		% of EU		% of EU

		% of USA		% of USA		% of USA		% of USA

		% of Canada		% of Canada		% of Canada		% of Canada

		% of Japan		% of Japan		% of Japan		% of Japan

		% of Australia		% of Australia		% of Australia		% of Australia

		% of Other Countries		% of Other Countries		% of Other Countries		% of Other Countries



WOVEN  2003-04

WOVEN  2004-05

KNIT  2003-04

KNIT  2004-05

Major export destination

percentage as of respected total export

comparison of export growth (product specific)

53.067

47.456

83.187

79.38

39.338

45.117

11.024

14.282

5.25

5.258

3.29

4.212

0.452

0.349

0.176

0.132

0.07

0.091

0.059

0.143

1.824

1.729

2.264

1.851



Sheet3

		



Total

total Apparel export

percentage



		



percentage



		



Shirts

Trousers

T-shirt

Jackets

Sweater

all five items



		



Shirts

Trousers

T-shirt

Jackets

Sweater

Shirts, trousers, Tshirt

all five items

year

percentage

Share of Major products in export basket



		



WOVEN

KNIT

TOTAL

year

Value in million USD

Quantity and value of total apparel export



		



KNIT  2004-05

Knitwear market share 2004-05



		



WOVEN  2004-05

Woven Market share 2004-05



		





		



avg price for woven

avg price for knit

year

price in US$



		



1985–86

1990–91

1995–96

1999-00

2001-02

2002-2003

2003-2004

2004-2005

unit



		





		





		






