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Good Governancein the Ready-made Garments Sector:
Achievements, Challenges and Way forward

Executive Summary *

Introduction

The Rana Plaza accident has been considered as a stark embodiment of lack of good
governance and corruption inthe Ready-made Garments (RMG) s ectorin Bangladesh. After this
accident, TIB's research on RMG sector (October 2013) indentified major causes of accidents
and compliance deficits in this sector that include lack of coordination among stakeholders,
negligence to duties, politicalinfluenceand different forms of collusive corruption and
irregularities. The research indentified 63 broader issues regardinggovernance deficits in RMG
sectorandassessed 102 initiatives undertaken by the government and other stakeholders after
the accident. TIBalso gave 25 recommendations to establishgood governancein this sector.
Afterwards, TIBconducted twofollow up studiesin2014 and 2015 to track progresses of those
initiatives. Itis found through these studies that 34 initiatives have been fullyimplemented in
two years after the Rana Plaza accident due to sustained efforts made bythe government and
otherstakeholders. Inthis context, TIBhas undertakenthisstudy (2015-2016) to assess the
progress of remaining 68 initiatives inthe last one year.

Research Objectives and Method

The objective ofthis research is to assess the progress of different initiatives and efforts
undertaken to ensure good governance in RMG Sectorin the last one year (April 2015 to
March2016). Specificobjectives are-

e Toassessthe progress of initiatives undertakenbythe government and other
stakeholders;

e Toidentifyimplementation challenges of those initiatives

e To provide recommendation to solve challenges.

This study has been done largely following qualitative research methods. Data were collected
from both primaryand secondarysources. The primarysources of information include different
regulatoryagenciesand other stakeholders associated with the RMG sector (Department of
Ins pection for Factories and Establishments (DIFE), RAJUK, Department of Labour, Fire Service
and Civil Defense, garments owners, BGMEA, labour unions, buyers, workers and e xperts on
RMG sector, two alliancesof Europeanand American buyers groups - Accord and Alliance).
Secondarysourcesindude differentlaws andrules, websites, government reports, court
directives, research reports, news and articles published in print and electronic media, etc.

* Executive summary of the research report Good Governance in the Ready-made Garments Sector: Achievements,
Challenges and Way forward presented in a press conference held at TIB Conference Room on 21st April, 2016
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Progress of initiatives undertaken by different stakeholders

The eariertwo studiesconductedin 2014 and 2015 indentified that 34initiatives had been
fullyimplemented. Thus, current study reviewed the progress of remaining 68 initiativesin the
lastoneyear. Analysing the progress status, itis found that 12% initiatives (8) have been fully
implemented, 53% initiatives (36) made satisfactory progress, 16% initiates (11) slowly
progressedand 19% initiatives (13) not progressedatall.
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However, analysing the progress of 102 initiatives overthe last threeyears (2013-2016), it is
found that 41% initiatives (42) have been fully implemented, 35% initiatives (36) made
satisfactory progress, 11% initiates (11) slowly progressed and 13% initiatives (13) not
progressedatall. (Fordetails, please see the Annexure).

Review of initiatives taken by the Government

The initiatives takenbythe governmentincludeapproval of EPZ Labour Law 2016 by the
Cabinet;formation of EPZ Labour Court and Labour Appellate Tribunal to ensure legal rights of
workers; passing of Labour Regulations 2015 inthe Parliament; formation of separate welfare
fund for RMG sector, formation of lawyers panel for providing legal aid to workers; and
development of sub-contracting guidelines for factories. Moreover, a few initiatives have been
found atsatisfactory progress level, whichincludeapproval of draft protocol statingthe
procedures of factoryinspection and monitoring by respective government authorities
involving the members of National Tripartite Committee (NTC); settingup ofa hotline at the
Department of Inspection of Factoriesand Establishments (DIFE) to ease the submission of
complaints onsafetyof factories; and formation of Alternative Dispute Resolution (ADR) for
conflict management betweenworkers and owners. The government has taken steps in
recruitingnew members in the work force responsible for strengtheningcapacity of the DIFE
and Fire Service and Civil Defense. The government hasalso completed the decentralisation
process of in the Deaprtemnt of Factories and Inspection and and Rajdhani Unnaya n Ka rtipakko
(RAJUK) as per plan.



However, thisresearch shows that there have been complaints about deprivation of workers
from theirrights and entitlements through abuse offewsections of the Labour Law [particulary
23, 27,189, 2(65)]. The cabinet has approved EPZ Labour Law 2016, which has beenreferredto
the Ministry of Lawforfinal scrutiny. It was statedinthe proposed EPZ Labour Lawthat trade
unions can beformedinthe form ofworkers’ welfare association. Inreality, itappears to be a
challenge for workers to form trade unions by meeting the requirements of getting consent of
50% workers as well as seekingapproval of EPZ authority. Moreover, the Labour Regulations
2014 has some gaps in providing proper clarification about the process of forming Participation
Committee as well as defining the role of Inspector General to form the Safety Committee as
suggestedinthe Regulations. On the otherhand, it was suggested to complete the formation of
Safety Committee nolaterthan sixmonths after passing of the Labour Regulations. Inreality, i t
has beenfound inthe studythatonlya few factories have completedthe formation of Safety
Committee. Thisresearch alsoreveals thatit hasbeen taken hugetimeto resolve the cases
againstthe offenders of Rana Plaza and Tazreen Fashion tragedies.

The research also has identified coordination gaps and delays inimplementation of different
initiatives undertaken by differentagencies. The DIFE has started receiving online applications
ina limitedscale forpreventing corruptionduring issuing license to factories ortheirre newal.
However, itis foundthat necessaryapps applicable for uploading necessary documents have
been foundto be less effective. Moreover, necessarycampaignhas notbeen pursued in this
regard. Hence, the DIFE still depends on manual process in mostofthe cases. On the other
hand,the DoLhas notset up aseparate hotline as perearlieractionplan. Rather, it has been

receiving complains through the hotline installed bythe DIFE. Itis alsofound that some officials
and employees of Dol in collusion with factory owners divulge indentifies of workers whowish
to gettheirtrade unionregistered with the DoL. Moreover, thereis anallegation against the
Dolto receive bribe from workers for the registration of theirunion. The capacity of RAJUK has
notbeenenhanced byrecruiting relevant staff as perearlier plan. Similarly, another decision on
settingup ofnine new fire stationsin Dhaka and itadjacent i ndustrial areas has not been

implemented due to complexities of land acquisition. The Prime Minister's Office had a decision
to establisha Readymade Garments Zone in Munshiganjaiming atshiftingall factories from

Dhaka to that Zone. Later, BGMEA was given with the responsibilityto develop the zone. The
studyshows that BGMEA hasfailedto make anyprogressinthisregard. They argue that the
price of landin the proposed areas hasincreased to manifold, which hascreated dilemma
among BGMEA |eaders to proceed on with the responsibility.

Review of the initiatives undertaken by other stakeholders

The studyshows that around 92% factorieshave been providingwages as defined by the
Minimum Wage Board. Most of the factories have also provided identity cards to the workers
with theiremergency contact numbers. BGMEA has takenaninitiative to developa
consolidated database for RMG workers. Moreover, BGMEA’s trainingto 43,800 workers to
enhance the capacity of workers and subsequent job placement through Asian Development

Bank (ADB) funded the Skills for Employment Investment Programme (SEIP) is stillgoing on. The
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World Bankhasalso some efforts to provide training to the workers as well as to carryout fire
safetycrashcoursesunderits projects entitled Skills and Training Enhancement Programme
(STEP) and Northern Areas Reduction-of-Poverty Initiative ( NARI).

A total of 30 millionUS dollarwasmobilised after Rana Plaza tragedy, which has been
distributed among the survivors and dependants of the deceased workers.

This study has found tremendous progressin manyinitiatives takenbythe government and
otherstakeholders. However, this hasalsoidentified a few challenges inimplementing
remaining initiatives. Remarkable progress has been observedinthe areas of ensuring workers’
rights through enacting the Labour Law and Labour Regulations. However, workers’ rights have
notbeenensuredinall areas. Insome factories, it has beenidentified that workers are forced
to work foran extra hour without overtime allowances. In some cases, factoriesimpose e xtra
targets uponworkers- even 60% increment oftheirreal target. The studyhas also identified
thatworkers lose joball ona suddenwithout gettinganylegal protection. Manyfactories are
also allegedto harass theirworkers who areinvolvedintrade union. The factories which are
not the members of BGMEA or BKMEA do not maintain the minimum wages set by the
Minimum Wage Board. The study has alsofound that most of the factoriesare following the
provisions of Labour Lawandissuing appointment | etters, identity cards, annual leave and
maternityleave to workers. However, insome casesit hasbeen noticed that some factoriesd o
not provide casual leave to workers and even workers are forced to work inweekends. It has
been allegedthatinmanycases female workers are given extra work load during their
pregnancy period virtually to force themto leave job. It was defined before bya circular that
the workers cannotbe engagedinovertime dutyfor more thantwo hours. However, this has
beenincreasedto fourhours as a result of BGMEA's lobby. The study has alsofound that the
Fire Prevention Regulations 2014 has beenheldinabeyance due to objections from some
stakeholders.

This studyshows thata number of 351 trade unions have come under registration following the
amendment ofthe Bangladesh Labour Law 2006 in 2013. Till date, 483 trade unions working in
RMG sectorhave come underregistration. However, manytrade unions are not active ina re al
sense. Hence, the presence of trade unions is visible in only 10% factories across the country.
The ideasof trade union have not received momentum due to negative attitude of factory
owners as well as workers, lack of mutual respect and awareness among workers. On the other
hand, the activities of unregistered trade unions and federations having politicalinfluence a nd
motivated by narrow personal interests have increased to a great extent.

The National Initiative, European Buyers Accord onFireandBuilding Safety in Bangladesh
(ACCORD) and American Buyers Alliance for Bangladesh Workers Safety (ALLIANCE) have
completedtheirsurveysinallfactoriesaimingattaking safety measures in factories. As
recommended bythe surveys, 39 factories were closed permanently where 42 factories were
temporality closed. As part of implementing the corrective actions, 25 factories inspected by
ALLIANCE and two factories inspected by ACCORD completed all corrective recommendations.
The studyshows thatthe mainchallenges in ensuringfire safetyandtechnical compliance of
factoriesareto implement reforms withinthe timeframe. Inthis respect, the main challenge is
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that 15% factories are basedinthe shared or rented buildings. All of these factories are small or
medium insize and capacity. Thereisa huge challenge to shift these factories suitable
commercial spaces. Moreover, the reforms and shifting initiatives require huge financial
resources. Some donoragenciesand the World Bank have funded to a project entitled
'Remediation Finance'in the form of loans attherate 0f0.01%-0.1% interest. However, there s
a concern among factory owners about the finalinterest rate to be calculated when they would
applyforloans fromthe end disbursers underthis scheme. They assume that it would be
increasedupto 10-15%. This studyindentifies that the loansathighrateof interest will not
work properlyto serve thereal purpose of the scheme.

Ithas been foundthatthe cost of productioninfactorieshasincreasedto a greatextent when
theyhave started ensuringthe implementation ofsafetycompliance and providing wages as
perminimum wage regulations. However, none of the international brands or buyers has come
up with assurance to help factories to make a balance betweenincreased production costs and
actualsellingprice. Unfavorably, factoryowners have observed decreasingtrend of prices of
theirproductsintheinternational market. Theyhave observed41% decreaseof Bangladeshi
garment productsin American markets overthelast 15 years. The international workers
organisations opine that all factories can ensure compliance even after making profitif
international brands and buyers canincrease price of garment productsatarateof3 cent for
eachitem.

The majorinitiatives that have observed no-progressand slow progress include nonactivation
the Fire Prevention and Extinguishing Rule 2014, non-finalization of sub-contracting policy or
guideline, nonrecruitment of humanresources to enhance capacity of RAJUK, setting up of a
cell atthe Ministry of Commence to resolve disputes, failure to set up fire stationsingarments
industryareas, notinstalling a hotline atthe Dol to receive complains fromtrade unions, not
settingup ofnational standard of accident compensationetc.

Conclusion and Recommendations

Inthe last one year, notable progressis visiblein initiatives taken by the government in
improvingthe capacity of relevant agencies and bringing decentralization at different tiers of
administration. In these respect, the Department of Factories and Inspection and the Fire
Service and Civil Defense have made satisfactoryprogress. On the other hand, adequate
measures have not beenundertakento improve the capacity of Department of Labour.
Although satisfactory progresshas beenvisibleinthe areasof technical compliances regarding
factorysafety, the progresson social compliance especiallyon job related benefits andrights of
workers have not beensatisfactory. On the other hand, necessarysteps have not beentakento
improve technicalcompliance of factories who are notthe members of BGMEA and BKMEA.
The government has made some necessaryamendmentsinlabourlawsand rules, however,
theyare notsufficientin upholding collective bargain of workers. Rather,insomeareas, legal
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processes have beenmade cumbersome. Thus, itis appears the government has to assume
higherlevel responsibilities in sustaining progresses and ensuringgood governance in RMG

sector.

Serial

Recommendations

Implementing
authority

Aseparate |ead ministry needs to be established inthe longrunto
create a central authority to strengthening oversight and bring
coordination for ensuring good governance in RMG sector

Necessary measures need to be undertaken to ensure technical
compliance of factoriesthat are not members of BGMEA and

BKMEA.

The establishment of Labour Welfare Fund need to be a ccelerated
and its speedyimplementation also be ensured

The casesfiled for RanaPlaza and Tazreen Fashion incidences
should be resolved through a speedy trial tri bunal

The labour database should be developed immediately

A complete database incorporating all factoriesin garments
industry has to be prepared and a guidelinefor sub-contracting has

alsotobe prepared

The capacity of the Departmentof Labour needsto be e nhanced
and regularinspections need to be strengthened to ensure rights to
assodation and collective bargain of workers

The hotline number of Departmentof Factories and Inspection
need tobe postedin a visible place of each factory and necessary
campaignto popularize itisalsotobe undertaken

The Fire Prevention and Extinguishing Rules 2014 need to
implemented immediately

Government

Department of
Labourand The
Ministry of Finance

Labour Ministry and
Garments Owners

The Ministry Home

BGMEA

The Ministry of
Commerce and
BGMEA

The Ministry of
Labour

The Ministry of
Labourand BGMEA

The Ministry of
Home




The Ministry of
Financeand
Bangladesh bank

Donor funded proposed loanfor remediation of factories needto be
distributed togarment ownersina lowerinterest rate. The fund needs to
be considered as a special one.
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