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Foreword





I am delighted to have been asked to introduce this book which takes us inside the global textile and clothing sector. Doug Miller has a long association with the Bureau for Workers’ Activities (ACTRAV) particularly through his work as multinationals coordinator and research officer with the International Textile Garment and Leather Workers’ Federation. The multinationals work of the International Labour Organisation has focussed on a greater promotion and follow-up of the Tripartite Declaration of Principles concerning Multinational Enterprises and Social Policy (MNE Declaration) – a key tool for promoting labour standards and principles in the corporate world. It is vital that we pay more attention to the globalization of industrial relations as a response to the internationalization of company operations and to the role that the ILO and its constituents should play in shaping it. However, to do this requires a deep understanding of the processes at work in the value chains operating in each industrial sector. This book does precisely this, lifting the lid on the workings of the global fashion industry, and taking us through what is a harrowing account of the social impact of an industrial disaster in a developing country where insurance coverage for health and safety remains pitifully poor.


The strength of Doug Miller’s book lies in its breadth, and as the story unfolds we are given insights into the historical beginnings of a manufacturing sector which became wayward at its very inception, fuelled by latter day sourcing practices which fostered the ‘race to the bottom’ in textile and clothing workers’ conditions, which are a feature of the industry today. It is the mandate of the Bureau for Workers’ Activities to strengthen representative, independent and democratic trade unions in all countries, to enable them to play their role effectively in protecting workers’ rights and working conditions. Bangladesh, however, is a country where trade unions are compromised in providing effective services to their members at the workplace by a dogged resistance on the part of the employers to prevent workers from exercising their rights to freedom of association and collective bargaining. What is remarkable in this account is the way in which the affiliates of the International Textile Garment and Leather Workers’ Federation, led by its late General Secretary Neil Kearney, were able to work – at times under extremely difficult conditions – to mobilise international support and to pressurise those multinationals sourcing from the factory to provide additional support for the families of the deceased and the injured. The particular ‘rights based’ initiative developed by the Global Union in conjunction with the Spanish multinational Inditex to provide enhanced compensation and a pension for the victims was an unprecedented move and merits particular attention in the book.


As ACTRAV continues to promote the Decent Work agenda, the account contained in this book draws important lessons for our four strategic objectives of employment, social protection, social dialogue and tripartism, and international labour standards and fundamental rights at work, and above all points to the importance of collective and individual human agency in the achievement of these goals. Doug Miller has done us all a service in reminding us of that fact and I thank him for this valuable contribution.




 





Dan Cunniah


Director, Bureau for Workers’ Activities (ACTRAV)


International Labour Organisation


Geneva


Switzerland



















Preface





This book started out as a request made by Javier Chercolés, head of corporate social responsibility at Inditex SA, the Spanish multinational fashion retailer and owner of the ZARA brand, to write up a business case study focusing on the Spectrum Sweater factory disaster which occurred in 2005 in Bangladesh. Inditex had been one of the buyers sourcing from the factory in Palashbari, Savar, which collapsed on April 11th killing 62 workers and injuring – in some cases seriously – a further 84 workers. He was particularly keen to place in the public domain the details of the relief scheme which had been developed in conjunction with the International, Textile Garment and Leather Workers’ Federation (ITGLWF) to assist the families of the deceased and the injured, and which was still very much in the process of being implemented.


At the time of the collapse, I was seconded from the University of Northumbria to the International Textile Garment and Leather Workers’ Federation (ITGLWF) coordinating, amongst other things, research on multinationals. Whilst I was aware of the case, this was not something I became directly concerned with, although this clearly became an important piece of solidarity action for the Global Union, in which the late Neil Kearney, its General Secretary, became personally very involved. The subsequent cooperation between the ITGLWF and Inditex SA in developing a relief scheme for the victims ultimately resulted in the signing of a global framework agreement on international labour standards between the two parties in October 2007. This new relationship led to the creation of, amongst other things, a jointly sponsored post in worker rights in fashion, which I held at the University of Northumbria between 2008 and 2012.


After conferring, Inditex and the ITGLWF decided that this relief initiative merited not just a case study, but a book, since this was a much bigger story involving concerted international solidarity action, new roles for trade unions on the ground, the response of the Bangladesh government and the Ready Made Garment industry itself, at a time when the sector was in the throes of becoming exposed to a newly liberalised global apparel trading regime. Moreover, as in every industrial disaster, there were inevitably questions of causality and culpability, which would normally be the subject of a public or official inquiry, which to date has not taken place.


Trying to do justice to a story from the recent past and which, for a number of the parties, was and is still ‘live’, has been a challenge. The task has resembled the piecing together of a giant jigsaw puzzle. In seeking to minimise gaps in the overall picture, I have endeavoured to maintain as much critical distance as possible in this process. This said, I am grateful to Inditex and the ITGLWF for financially supporting a number of visits to Brussels, Amsterdam and not the least four field trips to Bangladesh, as well as providing access to relevant documentation, and meetings with the families of the deceased and injured.


I was able to construct a skeleton and chronology from news coverage, a process facilitated by the existence of the on line archives of two main English speaking Bangladeshi newspapers in particular – the Daily Star, and New Age. Inevitably, in the media frenzy immediately after the collapse, all manner of explanations for the disaster circulated and the many necessary references to the news media gives a sense of the ‘noise,’ selective reporting and downright falsehoods surrounding the issue. The piecing together of events was augmented by access to email correspondence between the ITGLWF and the buyers at the factory and the extensive urgent appeal documentation and email correspondence of the International Secretariat of the Clean Clothes Campaign (CCC) in Amsterdam. For this I am grateful to Veerle Planckaert and Ashling Seely at the ITGLWF offices in Brussels for their assistance, and to Ineke Zeldenrust for granting me an interview and access to the Spectrum files at the CCC, as well as the national CCC co-ordinators, in Belgium, France, Spain, Germany, the Netherlands, and Sweden whom are too numerous to mention. Additionally, I was able to get detailed accounts from the two main initiators of the Inditex/ITGLWF Relief Scheme: Javier Chercoles – former Director of Corporate Social Responsibility at Inditex SA and the late Neil Kearney, General Secretary of the ITGLWF, and Runa Khan, the director of the Friendship initiatives sponsored by Carrefour and subsequently by KarstadtQuelle and Cotton Group.


I am grateful to CCC and the Alternative Movement for Resources and Freedom Society, who conducted interviews with survivors, former employees and the families of the deceased within weeks of the collapse. Some of these testimonies particularly in relation to industrial relations in the Spectrum factory could not be verified. Reference is, however, made to the relevant source material in the endnotes. I am particularly indebted to Razaul Karim Buiyan, of Inditex Bangladesh, and the officers of the Bangladesh National Textile and Garment Workers Council (BNC) of the 9 union federations affiliated to the ITGLWF, in particular, Roy Ramesh Chandra, Kamrul Anam, Badruddoza Nizam, Noorul Islam, and Amirul Haque Amin for their assistance. The field trips enabled me to meet with a number of the injured workers and family members. Where victims gave their permission, their names have been used in full in the interests of making this a living account of events. Thanks are also due to Mtr. Mahabubur Rahaman, Director of production and planning at Sonia and Sweaters Ltd. for providing me access to their premises in my efforts to understand the processes involved in sweater manufacture.


Finally, I wish to thank Mr. Shahriyar Hossain for granting me access to the new factory which has been built on the same site, and for providing a frank account of the development of his business, and, crucially, his efforts to establish the real cause of the catastrophe. I was the first and only individual to date to have approached the owner about facts regarding the disaster, despite the publication of numerous allegations made both in and by the media, and the selective reporting of unofficial investigations by civil engineering bodies. For his critical review of my draft I am deeply grateful.


Spectrum was probably one of the worst disasters experienced so far in the Bangladesh Ready Made Garment sector. It was not just felt across the whole of the country it also reverberated around the world and particularly Europe, where some 27 brands were alleged to have been sourcing from the factory either in the recent past or at the time of the disaster. Consequently, the story of the collapse needs to be rooted and understood within the broader context of the country’s position in the global market for apparel, and the position of Bangladeshi workers in the Ready Made Garments Industry. From a historical perspective in terms of its impact on the industry, Spectrum arguably ranks with the Triangle Shirtwaist Factory Fire in New York in 1911 where 146 young female immigrant seamstresses perished in a New York tenement factory. It has been argued that the Triangle disaster ‘sparked a reform effort that in 4 years made New York into the model of a progressive state’1 since it brought home the need for a rigorous implementation by government and industry of the industry wide agreement which had been signed a year earlier as a ‘Protocol of Peace’ between the New York Apparel Employers’ Association and between the shirtwaist workers and cloak makers unions – the International Ladies Garment Workers Union (ILGWU) and the Amalgamated Clothing Workers Union (ACWU). It did not, however, take long for the gains made under ‘Protocolism,’ and subsequently the New Deal, to be undermined by the emergence of the so-called ‘outside’ shops,2 heralding a transfer of production from New York into unorganised states, a pattern which was to take on a globalised form later in the century.


Almost 100 years later, many commentators saw Spectrum as a wake-up call for the industry and the Bangladeshi government in particular, and the opportunity for reform once again emerged, particularly against a backdrop of change in the global textile trading regime. Only now new actors were on the scene – the social compliance teams of those multinational brand-owners and retailers who had outsourced their production to footloose manufacturers in LDCs under the quota system and, in addition to an internationalised trade union movement, a growing band of NGO activists determined to expose and campaign around the abuses of worker rights which such outsourcing tended to breed. Spectrum did not lead to a Peace Protocol – if anything it was seen as another case over which the ongoing industrial struggle between employers and organised labour in the sector could be played out. Nevertheless, a reform agenda most certainly emerged from the tangled mass of rubble and bodies at Palashbari, and seven years later, as this book goes to press, following the satisfactory completion of the Inditex/ITGLWF relief scheme in 2011, a new agreement has been reached between Bangladeshi and international labour rights groups and trade unions and US-based apparel company PVH (owner of Tommy Hilfiger and Calvin Klein brands) to improve safety at their supplier factories in Bangladesh. The agreement provides for a new programme for independent building inspections, worker rights training, public disclosure of inspection reports, and a long-overdue review of safety standards3. Other multinational buyers are being urged to sign up to the protocol.


The Spectrum initiative seriously called into question the existing boundaries of corporate social responsibility in relation to the limits to buyer accountability in outsourced production, and the extent to which multinationals should engage in poverty alleviation initiatives. Consequently, it has proved necessary to unpick the different positions taken on the part of multinational retailers and the joint retailer programme known as the Business Social Compliance Initiative (BSCI) in this case. I am grateful therefore to Javier Chercolés, former Director of Corporate Social Responsibility at Inditex, Alexandre Hildebrandt and Maren Böhm, former employees of KarstadtQuelle/ Arcandor (which went into liquidation in 2009), Carole de Montgolfier of Carrefour, David Sienaart and Deborah Rotsaert of Cotton Group, and Stephanie Luong of the BSCI for their assistance on some of these questions.


Fairly early on, it became clear that in addition to the Inditex/ITGLWF relief scheme, a number of other organisations and companies sought to assist the injured workers and the families of the deceased and that these initiatives too would require detailing. I am grateful to Runa Khan, Enamul Haque and staff at Friendship Bangladesh for providing access to the documentation of the Carrefour and subsequent Karstadt/Cotton Group initiatives. Thanks are also due to Jahangir Alam, who assisted with a small impact assessment of the Friendship initiative, K Masud Ali at the NGO INCIDIN, Shirin Akter at Karmojibi Nari and Khorshed Alam at the Alternative Movement for Resources and Freedom Society, and to Asif Saleh and Farjana Khan Godhuly of Drishtipat.


In Chapter One, which provides a brief historical explanation of the phenomenon of the ‘sweating of labour’, the argument is made that the core elements of the particular system of production which still dominates many sections of the global garment industry today were established in the first half of the 19th Century. In essence these have remained unscathed and if anything have intensified under the process of internationalisation, itself fuelled very much by contradictory tendencies in the global textile and apparel trading system. Greater demands have, however, been made of this production system with the rise of ‘fast fashion’ as a marketing tool and consequently a new pattern of consumer behaviour. The expansion of the Spectrum Sweater factory has to be seen within the context of this buyer-driven apparel value chain, changes in the terms of trade, and a period of overconsumption. However, it must also be considered against the backdrop of weak state regulation and worker protection in an effort to make the Ready Made Garment sector attractive to the buying nations of the world.


Chapter 2 describes the fateful night and of the efforts to rescue the workers, and the wider human damage left in the wake of the disaster. Chapter 3 presents an analysis of the causes of the collapse and the inadequacies of the existing state and buyer systems of factory inspection in respect of occupational health and safety. The Spectrum disaster led to widespread mobilisation of Civil Society, both at national and international level, and these are dealt with in Chapter 4 and 5. Chapter 5 also details the reaction of those multinational retailers which had been sourcing from the factory. The pressure brought to bear by Civil Society, particularly at the international level, produced 2 quite distinct responses on the part of the buyers – on the one hand a fast track relief scheme aimed at bringing immediate relief to the victims’ families, on the other an attempt to develop an exemplary compensation scheme which would establish for the first time the concept of a periodic benefit for manual workers in Bangladesh. Both these approaches merit some detail which is the focus of Chapter 6. By the beginning of 2009, the consensus amongst all stakeholders in Bangladesh was that the scheme developed by Inditex and the ITGLWF should be brought to a close with a lump sum payment. By this time other factors – specifically a need to undertake a risk assessment of the vulnerability of the Spectrum widows and their children, a spate of further fires in the RMG during 2010, and emerging prospects for an industry wide protocol on industrial injury compensation – now had to be factored into the story. Late in 2009 matters were complicated by the sudden death of Neil Kearney – one of the prime movers of the Spectrum scheme. Moreover, in September 2010 Javier Chercolés resigned his post at Inditex. Both their respective successors set about diligently familiarising themselves with the scheme in all its complexity and achieving satisfactory closure in April 2011 and driving multi-stakeholder dialogue in Bangladesh on the issues of accident prevention and compensation. These issues are considered in Chapter 7 which reflects upon the overall success of the campaigns mounted at national and international level by analysing responses on the part of the employers, and the government in Bangladesh, as well as the international buyers. The final chapter critically deals with the limits of corporate social responsibility, questions of proportionality of response, and the replicability both at national and international level of relief schemes of this nature.


This book is about a global industry which has long been out of control and the story of the iniquities of unfettered, outsourced commodity production, compounded by lax public administration at a national level. It is the story of failures in social protection and the lessons which have been learned and not yet learned by the authorities in Bangladesh, and it is the story of what can be achieved through sustained national and international campaign pressure by trade unions and labour rights organisations. It is also an account of the emergence of two quite different but replicable approaches to the provision of relief for workers in such calamitous circumstances, which hopefully sheds light on some of the contradictions of corporate social responsibility in the globalised economy in which we live today.


I have endeavoured to report facts and opinion as accurately as possible and accept responsibility for any factual errors in this account. Whilst in Bangladesh in my meetings with the various parties I found myself repeatedly using the phrase ‘wanting to do justice’ to all those, including the factory owners, whom I met in my efforts to piece together the story of an incident which so horribly robbed 62 families of their children, their spouses and their livelihoods, and impacted on hundreds, if not thousands of others. In my meetings with the family members and some of the injured, I was left in no doubt about the depth of their appreciation for the humanitarian efforts of those trades unionists, NGO activists and CSR managers who to this day refuse to let the victims of the Spectrum collapse be forgotten. I hope that this book, which I dedicate to the memory of the 62 victims, will in some small way serve as a testimony to that fact.




 





Doug Miller


Newcastle, March 2012




Notes


1 Richard Greenwald (2005) The Triangle Fire, the Protocols of Peace, and Industrial Democracy in Progressive Era New York. Philadelphia: Temple University pp.14–15
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3 http://abcnews.go.com/Blotter/workers-die-factories-tommy-hilfiger/story?id=15966305
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CHAPTER 1


‘Sweaters’ and ‘Sweating’ in Bangladesh





It perhaps comes as no surprise that the word ‘sweater’ has no equivalent in the Bengali language, having been adopted as a loan word for these knitted outer garments which gradually replaced or were worn along with the woollen chadar or shawl, both traditional in the region of South East Asia. In the English language however, the word ‘sweater’ can have an entirely different meaning denoting a type of employer with whom many workers in the Bangladeshi Ready-Made Garment (RMG) industry, would be familiar. For this curious English/American term of ‘sweater’ has long been associated with the ‘needle trades’ (Bythell, 1978; Blackburn, 2007; Stein, 1977; Ross, 2004), and those employers, – frequently the ‘middlemen’ – deemed responsible for the exploitation of workers in terms of pay, excessive overtime and inhuman working conditions. In the early phase of mass clothing production ‘sweated’ labour tended to denote the experience of women working at home under ‘sub-contract’ (Blackburn, 2002). However, new production systems which pre-dated the emergence of the factory system in clothing in the second half of the Nineteenth Century began to establish a modus operandi which has shaped, in quite a fundamental way, the means by which the conduct of business and the sweating phenomenon continue to prevail in the clothing industry today.


A classic early example of this can be found in a new socio-economic production hierarchy spawned by the invention of the Jacquard loom at the turn of the Nineteenth Century and its widespread application in silk manufacture with its epicentre in Lyon, France, in the 1830s. Here:




Four hundred silk manufacturers formed the top layer of the Lyon system known as the ‘fabrique’… They were capitalists without factories and without a direct workforce… Most of their capital was locked up in silk and in the punch-cards that held their designs. The next layer down was the 8,000 master craftsmen who owned their workshops and two to six looms. The typical set up was for the master and his wife to weave… While the rest of the looms would be worked by journeymen weavers and apprentices, numbering about 20,000… sitting for twelve to fourteen hours at the loom, powering it with a treadle, taking a light blow to the stomach up to 30,000 times a day (Mason 2007: 30).





In London two decades later, the tailors were reeling from the impact of a similar production hierarchy in their own trade, which had created a rift between the ‘honourable’ bespoke outfitters and the ‘dishonourable’ trade of the ‘show’ shops’ and ‘slop’ shops, where people would buy their ‘cheap and nasty clothes’, and, where ‘sweating’ had a much wider meaning:




For at the honourable shops, the master deals directly with his workmen; while at the dishonourable ones, the greater part of the work, if not the whole, is let out to contractors, or middle men – ‘sweaters’, as their victims significantly call them – who, in their turn, let it out again, sometimes to the workmen, sometimes to fresh middlemen; so that out of the price paid for labour on each article, not only the workmen, but the sweater, and perhaps the sweater’s sweater, and a third, and a fourth, and a fifth, have to draw their profit (Kingsley, 1850: vii).





When the treadle operated lockstitch sewing machine heralded the onset of mass garment production in the latter half of the Nineteenth Century (Brandon, 1977; Hausen, 1978), the factory system came to be viewed – erroneously – as the antidote to the problem of the sweated home or ‘outworker’(Olberg 1896). In the factory:




… the manufacturer employs his own workmen… who can be seen by the factory inspectors and where they can organise to develop a common understanding (J.R. Commons, 1901, in Stein, 1977: 45).





However, it did not take long for the production system, which Kingsley had so despised, to take root in the factory system too. By the end of the first quarter of the Twentieth Century garment manufacture in the USA and Germany, for example, had a pyramid shape, at the top of which sat the so-called ‘jobbers’ who drew up the designs and in some cases developed their own manufacturing capacity but increasingly relied on middlemen (the new ‘sweaters’) whose business strategy consisted in extracting the most labour they could at the lowest price possible from manufacturing units with the most vulnerable workers that could be found (Hausen 1978; Wolensky 2002; Bair, 2009). For ‘sweating’ to develop, according to Blackburn, two primary inter-related conditions were necessary: ‘an over-supply of labour and a lack of trade union organisation amongst the workforce’, underpinned by secondary factors such as trade swings, seasonality of demand for a product and lack of good management (2007: 3 & 7).


Fast forward to the last quarter of the Twentieth Century where the sweating phenomenon was well into the throes of internationalising itself into a complex global ‘buyer-driven’ supply chain, in which the clothing manufacturer with some notable exceptions was beginning to cede market power to the brand owner or large retailer (Gereffi, 1994), and where improvements in quality now meant that clothes were no longer necessarily ‘nasty’ but where buying departments were ensuring that they could come in cheap. There are interesting parallels between the silk ‘manufacturers’ of the first half of the Nineteenth Century, the ‘jobbers’ of New York and Chicago in the early Twentieth Century, and the branded marketers who emerged on the crest of the ‘new economy’1 era of the 1990’s in Europe and the USA. Uninterested in the business of owning production facilities, these new buyers were keen to promote their brand identity and domestic market share on the back of quality garments sourced directly from supply factories ideally in developing countries. For here labour could come cheap and/or through a network of intermediaries – arguably Kingsley’s new ‘sweaters’ – who could source from subcontractors they had on their books. Towards the end of 1990s, the brand marketers and fashion retailers were joined by the value retailers – the new kids on the block – who were keen to expand into apparel with their own ‘private label’ clothing ranges and to take a slice out of the high street fashion retail market. Like their competitors, they too needed to outsource the production of these soft goods to countries where costs could be kept low and, in line with their business strategy, driven down.


However, the system had its own internal contradiction that was exposed by the onset of international outsourcing to the less developed countries. Sections of the industry, particularly textile and clothing manufacturers in the developed economies, became very vulnerable and began to question the premises of the free trade regime which had been established under the terms of the General Agreement on Tariffs and Trade (GATT) in 1948. GATT had provided a framework for the gradual reduction in tariffs (import duties) on industrial goods and the prohibition of quantitative restrictions on imports and subsidies. Exceptions to these global rules could be made, and so the industrialised countries pushed through the so-called Multi-Fibre Agreement (MFA) in 1974, which had as its long term goal the progressive liberalisation of the textile and clothing trade but which at the same time sought to provide some breathing space for their domestic manufacturers via a ‘quota system’ designed to limit the imports of categories of certain garments (cf. Ferenschild and Wick 2004).


More than any other factor, it was quota which led to the rapid internationalisation of production in the industry. As manufacturers tried to circumvent the quantitative restrictions on their product, one of their principal strategies was to relocate their manufacturing capacity to a country which had quota for a particular product category and retailers and brand marketers began to procure their product from a country with quota, able to supply the right product, at the right quality, at the right price. The upshot of this new trading regime in textiles and clothing was that some 160 producing countries now vied with each other for business from the three key markets – the USA, Japan and the then EEC.


Bangladesh entrepreneurs entered this global production system modestly at first in the 1970s, positioning their industry along with a number of other developing countries as a source of low cost woven garment assembly with a workforce which soon came to be seen as the cheapest in the world (Joshi, 2002: 14). The gains which organised labour had made in social protection and working conditions for the textile, garment and footwear workers in the so-called developed economies would soon be nullified as the displaced production called for a new emergent working class in these sectors in the LDCs which would have to begin that struggle again. At the turn of the Twentieth Century, Justice, the British weekly newspaper of the Social Democratic Federation, had viewed ‘sweating’ as the ‘real basis of capitalism and source of modern riches’ with its roots in:




… unrestrained and furious competition among propertyless men and women for starvation wages, accepted only because they can keep body and soul together in no other way2.





Some 70 years later the garment workers of Dhaka and Chittagong found themselves in precisely the same situation even though working and living in the RMG sector constituted several notches up from the grinding poverty back in their home villages in rural Bangladesh. Most had found work in what is known as ‘cut, make and trim’ (CMT) in the so-called apparel value chain. Cut, make and trim is the end phase of a quite complex manufacturing process which requires relatively small investment at the outset, since essentially the prerequisites are floor space, some cutting tables and sewing machines and, depending on the contractor’s requirements, finishing equipment such as ironing presses and packaging facilities. Cut, make and trim operations began to flourish on the floors of existing buildings in the middle of Dhaka, the capital of Bangladesh. Such operations remained and remain, however, essentially low value added because of the historical valuation of labour in the sector and because woven fabric had to be imported into Bangladesh. This meant that a relatively small proportion of any export earnings would be retained by the sector, since fabric was the largest cost element and had to be paid on to a foreign supplier. For branded marketers, fashion retailers and value stores in the buying countries, Bangladesh was an attractive sourcing proposition as far as basic garments were concerned – that is standard apparel items generally not subject to fashion trend. As one industry source has put it:




Earlier, Bangladesh was simply like … a tailor’s shop – I have 100 machines – you give me everything and I will stitch for you3.





Not content with rock bottom prices for labour, importers from Bangladesh were also concerned about the most favourable terms of trade too. Clothing consignments which were free of an import tax (duty) and/or restriction on the volume of goods (quota) which could be shipped, were crucial factors for buyers and traders. Bangladesh, the EU and the USA had been signatories to the Multi-Fibre Arrangement also known as the Agreement on Textiles and Clothing (Rashid, 2006: 12–13). However, both the EU and the USA had recognised Bangladesh’s Least Developed Country (LDC) status and exempted the country from any quota restrictions. While the US still imposed duties on ready-made garment imports from Bangladesh, the European market suddenly became much more attractive for Bangladeshi entrepreneurs as the country qualified under the EU Generalised System of Preferences4 (GSP) granting Bangladesh exporters tariff free status on their products.


By the mid-1990s, the Bangladesh Ready Made Garment (RMG) business was booming, accounting for fifty per cent of all manufacturing exports5. Up until the mid-1990’s, the Bangladesh government had issued manufacturers the so-called Utilisation Declaration (UD) necessary for approving the duty free import of any raw materials used in apparels manufacturing. In 1994, they handed over this authority to the Bangladesh Garment Exporters and Manufacturers’ Association (BGMEA), the employers association which had established itself at the end of the 1970s. This gave it enormous power over its member firms6, which at that time encompassed some 2,353 units with 1.29 million workers7. Under GSP, however, exporters had to demonstrate under the EU’s ‘rules of origin’ (ROO) that a substantial proportion of the value was added to the garment in country. Looking to seize this opportunity, a small group of eighteen Bangladeshi knitwear entrepreneurs realised the strategic necessity to move away from simple, low value added, cut make and trim (CMT) operations evident in the woven sector, towards the establishment of upstream manufacturing processes including dyeing and knitting inside the country. In 1996 they established the Bangladesh Knitwear Manufacturers & Exporters Association (BKMEA) which set about creating a critical mass for the sector resulting in an expansion of investment and membership of their organisation to 914 member firms by 2005, and a trebling in the share of knitted exports from a 1990 figure of 7.64 per cent8. (cf Siddiqi 2004) 












	Garment Category

	Number of Firms (adjusted)

	Share (%)

	Employment






	Woven

	1673

	47

	836500






	Knitwear

	1495

	42

	747500






	Sweaters

	392

	11

	337120






	Total

	3560

	100

	1921120









Source: The World Bank, Bangladesh Developments Series, Paper 2, December 2005.


Table 1: Structure of the RMG Industry 2005.








This type of expansion had enormous impact on urban growth in Bangladesh, particularly in and around Dhaka and Chittagong. In 1972, Dhaka was a city of about one million inhabitants but by 2005 its population had grown to about fourteen million, swollen by a great influx of rural migrants looking for work in a booming sector. Growth in the industry had resulted in a shortage of land for industrial expansion with property prices in parts of Dhaka comparable to those in London (Fairwear Foundation, 2006:7). In response, investors opted either to expand their factories upwards or relocate to the outskirts of the capital and the low-lying wetlands (Rahman, Bhattacharya and Moazzem, 2007:5) Reclamation continued at a pace as canals, paddy fields and waterways were dredged and/or hastily filled up with soil and sand.


In 1997, when the owners opened the Shahriyar Fabrics factory specialising in knitted T shirts at Palashbari outside of the Savar Export Processing Zone, their first two main clients were the Belgian Cotton Group – a major promotional T shirt supplier – and the German private label Multiline Group. All signs for their business were pointing in two directions, towards on the one hand ‘backward linkage’, i.e. investment in some of the processes ‘upstream’ in the manufacturing chain from CMT (namely fabric manufacture and dyeing), and on the other towards the cultivation of more buyer contacts in Europe. Soon the company had orders from Carrefour, the French retail chain and the German retail and mail order operation KarstadtQuelle and its subsidiaries and indirectly from a range of other European retailers. Since the initial 4 storey factory was too small to accommodate dyeing machines, these were installed in a separate shed built on the south side of the building. Some multi feed circular knitting machines were also in this shed, but such was the expansion in the knit business it would not be long before plans were being drawn up to build an adjacent bigger unit capable of housing more dyeing and circular knitting machines and also running a sweater manufacturing operation.
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Figure 1: Shahriyar Fabrics 1997, Spectrum Sweaters Phase 1, Spectrum Sweaters Phase 2. Courtesy: Lizzie Dutton.








At the time the Government was offering an extensive programme of incentives to speed up investment in the country, including tax and duty exemption on the import of capital machinery and spare parts for 100 per cent export oriented industries, a removal of any ceiling on investment, and tax holidays of up to 10 years. The owners’ decision to ‘functionally upgrade’, as it is known, may also have been informed by government sweeteners provided to garment exporters in 1999–2000 to the extent of twenty-five per cent of the freight on board FOB (ex-factory price) value of export (Rashid, 2006: 21). The company had plans for considerable expansion which involved an eight storey Sweater factory stretching out from the back of the existing Shahriyar Fabrics unit. In 2000, they were, however, informed by the district Cantonment9 Board – in this case Savar – that in line with normal practice, the first stage of the build should be up to five storeys10. Plans were submitted for a four storey factory on top of the ground floor which included in the design reinforced concrete cement piling and RCC foundations to a depth of nearly 60 feet which would support a further four floors. The owners’ plans were to exercise this option at a later stage.


With an average seventy per cent value addition, the trend in knitwear was certainly to go large, since retention of export earnings could be secured by in house dyeing and fabric manufacture. Such was the eagerness to proceed, construction of the new factory commenced two years before the plans were approved. This was considered to be the average length of time between a planning application and approval being granted. For factory owners eager to meet the upsurge in demand with factory extensions or new-build, such a delay could seriously impact on return on investment. Premature construction prior to the granting of approval was allegedly a not uncommon occurrence at the time. As the build commenced towards the end of 2000, knitwear exports to the EU began to surge, as can be seen in Figure 2. Confidence in the sector was boosted by the launch in Brussels of the EU ‘Everything But Arms initiative’ (EBA) in 2001 which assured the continuation of GSP for an indefinite period for all LDCs. Sweater and T shirt production began to ride the crest of this wave, and European buyers were quick to seize on this sourcing opportunity for the T shirt and sweater market in particular, accounting for eighty-three per cent (US$ 1,780.57 /€1,424.45 million) of total knitwear exports in FY 2003–2004 followed by the USA (11%, i.e. US$ 236.79/ € 189 million) (Uddin, 2006). Typically as the RMG sector expanded, so too did its structure and hierarchy. By 2002 there was a tier of some 907 agents or middlemen in Bangladesh acting on behalf of multinational buyers and/or themselves in the RMG sector.11
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Figure 2: Bangladesh Exports in Knitwear and markets 1991–2008.








By 2003 the owners were ready to expand Spectrum Sweaters again, and since they had sunk RCC piling and foundations for an 8 storey building at the outset, submitted plans for an upward extension by a further four floors to the Cantonment Board for which they received a receipt. However, such was the desire to respond to the soaring demand from the European buyers and to maximise their return on investment, they commenced building upwards, despite an absence of planning approval, while partial production continued apace on the floors below. According to a survey conducted in 2006, sweater units had been increasing their capacity by on average twenty-six per cent (Rahman et al., 2007: 7). Although the factory was not completed by the time of the collapse, the aim was to have a capacity of upwards of 116,000 sweaters per month after completion of the build12. Annisul Huq, President of the Bangladesh Garment Manufacturers and Exporters Association, and owner himself of an 800 machine sweater factory with 2,000 workers, boasted at the time that the number of sweater factories with over 1,000 machines had reached a hundred and that some giant operators had twice this number (Fairwear Foundation, 2006: 9). Workforce size in sweater factories averaged 1,000–1,200 workers. Although Spectrum was listed with a workforce of 1,01613, by the time the extension was built and the workforce expanded, the combined Spectrum/Shariyar Fabrics factory complex could count among one of the larger facilities in the sector with some 2,300 workers. Unpredictably, Bangladesh was able to buck the trend forecasted by industry analysts of a haemorrhaging of business and jobs towards China and India following the planned expiry of the Agreement on Textiles and Clothing in December 2004 (Nordås, 2004: 38; UNCTAD, 2005). Far from imploding, the knitwear and sweater industry in particular, was cushioned by the EU Everything But Arms initiative14 as Figure 2 shows. The future for T shirts and sweater production was looking bright and entrepreneurs were planning quite aggressive expansion despite the removal of quota scheduled for the end of December 2004.15 The factors in support of this stance were not just backward linkage and government support (including VAT exemption on the import of garment inputs and the export of finished garments in 2004), but a combination of cheap labour (Uddin, 2006), price competitiveness, and a rising level of productivity (Kee, 2005; Bakhta, Salimullaha, Yamagatab and Yunusa, 2008). Moreover, by early 2005, the Bangladesh RMG was enjoying a reversal of fortune since both the EU and the USA felt compelled to impose the so-called ‘China safeguards’ in the wake of the expiry of the Agreement on Textiles and Clothing. China’s accession agreement to the World Trade Organization (WTO) in 2001 allowed WTO members to impose quantitative restrictions, or ‘safeguards’, on imports of any Chinese textile or apparel product if these imports threatened severe disruption in the home market. As hundreds of retailers began switching production to China from 1 January 2005, imports of garment categories (including knitwear) began to soar in Europe, in some cases by up to 1,200 per cent. Whilst this clearly had an impact on jobs in South East Asia, it was only when factories in Italy and France began shutting that the EU acted, re-imposing quotas on ten categories of garments coming from China. Retailers were thus forced to switch their sourcing back to competitor countries with Bangladesh and Cambodia in particular benefitting from a market which was re-jigged for a further 4 years until 200916.


The boost in export performance of certain garment categories can be seen in Table 2 and in 2005 the share of knit garments in total apparel exports from Bangladesh stood at forty-three per cent with, it was claimed, a new knitwear factory being added every day17.












	Year

	Shirt

	Jackets

	T-Shirt

	Trousers

	Sweater






	2000–01

	1067.22

	570.33

	593.87

	652.44

	474.04






	2001–02

	871.22

	412.34

	546.28

	636.61

	517.83






	2002–03

	1019.88

	464.51

	642.62

	643.66

	578.38






	2003–04

	1116.57

	364.78

	1062.11

	1334.85

	616.31






	2004–05

	1053.34

	430.28

	1349.71

	1667.72

	893.12






	2005–06

	1056.87

	408.97

	1781.51

	2165.25

	1042.61









Source: Export Promotion Bureau in Ahmed and Hossain (2006: 4).



 Table 2: Relative Export Performance of Different Apparel Items for the RMG sector during the life of the Spectrum Sweater Factory (in Million USD).








Sweating in the RMG


Such expansion however, came at a cost for manufacturers and the buyers were complicit in this, demanding an ever lower FOB or freight on board (ex-factory) price (Uddin, 2006: 61–66). At the retail end, FOB prices negotiated between a buyer and a supplier remain highly confidential, but at the supply end there is less sensitivity about such data. At the time of the collapse, ex-factory prices for Sweaters at Spectrum were averaging between $3 and $4 per piece. Basic polo shirts would cost a buyer/agent $2 to $2.50 while the FOB prices for T shirts ranged between $1 and $1.50.18 Although printing was subcontracted at Spectrum, with on-site dyeing and fabric knitting, much of the value could be retained, but in terms of the whole ‘value chain’, the manufacturing cost remained a small proportion of the retail price (Miller & Williams 2009) and had been falling (see Figure 3).
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Figure 3: Annual average price change in ex-factory (FOB) prices for wovens and knitwear Calculated as total export value/total export volume. Source: Uddin, 2006: 63.








Managing such price deflation against rising costs in other areas usually has implications for working conditions. One way in which buyers extract a lower FOB is by negotiating a discount on an increase in the volume of the order placed, or offering a better than average payment schedule. For suppliers, faced with rising overhead costs, finding ways to maintain the bottom line might involve the practice of not paying overtime and requiring workers to stay to complete the target. An additional course of action would of course be subcontracting: 




What happens is in the bigger factory I have 100,000 units to be shipped by 1 month’s time, but the price I get if I produce the entire quantity… I won’t have a profit margin… Then obviously I will try and take some to a subcontractor … the retailer or agent doesn’t know… A lot (of subcontracting) comes from contacts with other factories in the vicinity19.





Most of this unauthorised sub-contracting is normally cash business and lies at the heart of the ‘sweating’ phenomenon which Charles Kingsley was describing back in the middle of the 19th Century. Spectrum was no exception here, taking on subcontracted work during its start-up phase allocated either from fellow entrepreneurs or from buyer’s agents.




In sweaters there are approximately 5 gauges: 1.5, 3, 5, 7, and 12 gauge – these are usual. Say you have got 100 machines of 3 gauge but you have an order where you need at least 300 3 gauge machines. So what do you do – you do 100 here and go to 2 other factories. People were saying we are a new factory so they were giving us a lot of subcontract orders20.





Little is known about the extent of labour cost engineering undertaken by the buyers (when negotiating an order), and even less is known where subcontracting is involved when such agreements are made between factory owners (Miller, 2010). Suppliers in Bangladesh were also forced to grapple with a new demand from buyers – the result of changes in fashion marketing/consumer behaviour on the high streets of Europe. Known as ‘fast fashion’, and associated with a business model pioneered by the lead brand team (Zara) at the Spanish multinational Inditex S.A. (one of the buyers at Spectrum) this approach relied heavily on ‘Quick Response’ management methods, the aim being constantly to create new designs and fresh products in an attempt to lure consumers back into their stores for repeated visits (Bruce and Daly, 2006). By shortening the lead time between design and production, new mini collections could be launched effectively every two months (Pfeifer, 2007: 14). Traditionally, fashion buying cycles had been based on long term forecasts made one year to six months before the season (Bruce and Daly, op.cit.). Fast fashion ruptured the notion of seasons in high street fashion and changed the way that supply chains were to be managed. Inditex, not untypically as far as Spectrum was concerned, was one of the buyers which were unaware that an order for Zara Kids sweaters for the South American market had come through an Indian agent21. Generally such non fashion items or ‘basics’ as they were known, could be produced with a longer lead time and Bangladesh was becoming a favoured source for such items. But even basics could require quick replenishment if they sold well. Moreover, the fast fashion concept had permeated most segments of the fashion market, where it simply meant ‘lean retailing’ (Abernathy et.al., 1999) or ‘continuous flexible flow’ (Watson, 2009)22. In the run up to the expiry of the Agreement on Textiles and Clothing (end of 2004) commentators were already remarking on the need for suppliers in Bangladesh to reduce their lead times down from 90–120 to 60–90 days (Kahn, 2004) and the industry was itself reporting a decrease in delivery times and a corresponding impact on overtime levels (Hurley and Faiz, op.cit.). Lead times at Spectrum were between 60–90 days.23


As Figure 4 shows, the pattern of labour force participation in a number of Asian economies, is for young women and men to leave or be lured from the rural hinterlands to newly emerging and, for Bangladesh, expanding garment industries as a means of trying to lift their families out of the depths of rural poverty (Afsar, 2003). Since the 1990s the RMG sector has absorbed more than 1.5 million workers of which ninety per cent are rural migrants. Most are young adults, both male and female, between the ages of fifteen and thirty-four, able to find work with relative ease but forced to live in slums or squat on public land (Afsar op.cit.). With eighty per cent of workers in the RMG sector female, wage rates in the industry have tended to reflect the way in which women and assembly work in the industry are viewed. This quote from a Bangladesh factory owner is symptomatic of these attitudes:




All the female workers are from the rural area. The work is new for them, they can neither read nor write and have no skill, and therefore their productivity is very low. In the village they were just doing some housework. In the factory the work is different. We are getting criticized from Western countries but they just do not understand that the salaries are corresponding with the work these women perform, we cannot pay more. And you have to control them much more than in other places because they are not used to work, without control they would sit around chatting the whole day (Petra Dan quoted in Fairwear Foundation, op.cit.: 42).
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Figure 4: Geographical origins of the Spectrum workers.








With the minimum wage at BDT 930 (US$ 15) for a grade seven entry level helper after training and BDT 4,500 for grade one as at 2005, these rates were not only low, compared to wage levels in competitor countries in the Asia region, they were pegged at rates which were low relative to other industries in Bangladesh. Moreover, they had not moved for the ten years prior to the Spectrum disaster, in spite of legal provisions for a biennial review of wages by a Wage Board. In a study carried out in the year that Spectrum opened, over fifty per cent of unskilled workers in the sector were not aware of their exact minimum wage entitlement24 and many women were reportedly kept in the dark about the wage structure. With the emergence of knitwear and sweater production in particular, however, more and more men were flocking into the industry – a situation consistent with other parts of the world, where women were losing out as manufacturing processes became more capital and skill intensive and where earnings are higher (Barrientos, Kabeer and Hossain, 2003). The male-female ratio had been changing slowly in favour of men in knitwear (Zohir, 2001; 2003) because of the possibility of achieving higher earnings through piece work.


Working at Spectrum25



Although separately registered companies, both the Shahriyar Fabrics and the Spectrum factories worked closely together since the circular knitting machines and the dyeing machines located on the ground floor and housed also in the Spectrum building were exclusively used for T shirt production in the Shahriyar Fabrics facility. When the factory collapsed, it was the middle of the sweater production season which runs from February to mid-August in the Bangladesh Ready Made Garments (RMG) industry. Most of the orders for sweaters and T shirts were coming through agents and buying houses acting on behalf of Spectrum’s European clients, but like many companies in the Bangladesh Garment Manufacturers’ Export Association (BGMEA), a good proportion of the work was undertaken on a subcontract basis work for other colleagues who were incapable of meeting a delivery schedule, or a specific volume or perhaps even a price. Much of this type of work would be carried out at times without the knowledge of the traders and multinational buyers who originated the order.
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