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Abstract

In this research the necessity of skill development of the youth in RMG sector of Bangladesh has
been analysed based on the existing training system. In this regard, primary data and literature have
been collected which provide a clear idea of many important aspects of the competitive readymade
garment industry. China, the world's largest exporter of apparel sector is slowly losing its export
pace and it is good for Bangladesh; as this sector expands its export day by day. In order to
continue the trend of rising export growth, the specific area of this study has been selected as the
necessity of training in apparel sector is obvious. As RMG is a vital sector for the socio-economic
development of the country, it is verified throughout the study that the management of this sector
for continuous export earnings will be increased by improving the skills of the garment workers
through need-based training. Therefore, by analyzing the open literature and the preliminary data
collected in this study, it is found that the sector is running with inadequately training workers.
However, the data collected from the workers engaged in the garment industry of Bangladesh
shows that only 68 percent of the workers received training before joining the job of which 44
percent received only one day training. After joining almost half of them are taking apprentice
training resulting 84% of the workers informed about facing problem due to inadequate training.
Thus, the existing training scenario in RMG sector is not satisfactory. At the same time, there is a
lack of coordination among the organizations engaged in providing training to the workers. Overall
scenario of RMG sector has been analyzed under the heading of this research and specific
recommendations against the critical issues of this sector have been proposed which would be very

helpful for further development of the sector as well as the sustainable growth of our economy.
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CHAPTER 1

Background
1.1 Current Economical Condition of Bangladesh

Bangladesh in recent years is doing remarkably well in its economic front, particularly with a
higher yet sustainable economic growth, a stable inflation rate, soaring foreign currency
reserves, increasing inflow of remittance, and higher participation of female in paid
employments, among others [1]. Maintaining an average GDP growth rate over six percent
for the last one and half decades despite global economic recession and internal political
turmoil is surely a great achievement. With a per capita annual income of USD 2,554 in the
FY2020-21, now the country is enjoying the status of a lower-middle income and celebrates
the golden jubilee of its independence and the birth centenary of the father of the nation
Banghabandhu Sheikh Mujibur Rahman. The country now has a very moderate rate of
inflation, 5.98 percent (point to point) (BSS), while its treasury continues to enjoy some
newer heights in foreign currency reserve, which now stands at USD 42.9 billion. With
higher inflow of remittance and increasing export earnings, country’s balance of payment
(BoP) was recorded with a surplus of US$4,373 million in the FY2014-15 (World Bank,

2016).

Today Bangladesh is considered to be a country of global economic interests by business
communities and investors. Its high economic potentialities and enormous possibilities have
been recognized by global communities [2,3]. A number of international ratings and rankings
have placed the country as an ‘interesting case’ and ‘an economy worth watching’ in the

years to come. Bangladesh is placed as a highly potential and emerging economy by the
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Bloomberg Businessweek, while Moody’s rated Bangladesh highly in its recent report.
Goldman Sachs included Bangladesh in the “next 11" emerging countries to watch following
the BRIC (Brazil, Russia, Indian and China). Similarly, JPMorgan Chase & Co. listed
Bangladesh among the “frontier Five” emerging economies in which it is worth investing [4].
All these indicate the increasing importance of Bangladesh’s economy and the higher
attention by the global community, which are expected to increase further with time. Among
the few sectors that have contributed making Bangladesh an ‘economy worth watching’, the

ready-made garments (RMGQG) sector continues to play a pivotal role.

1.2 Growth of RMG sector and its contribution in economy

RMG in Bangladesh is a key export-oriented manufacturing sector that started to grow since
the middle of 1980s, although the great success stories are mostly recent in nature [5]. The
sector enjoys favourable environment with cheap and smooth supply of labour and increasing
global market demand. Currently, it mostly produces low value addition apparel products,
which are labour intensive, but adds little value in the international markets. Major apparel
items Bangladesh specializes are: shirts, trousers, jackets, T-shirts and sweaters. The sector
with over 5,400 units/factories currently employs about 4.4 million labours, out of which at
least 3.6 million are female of rural origins. RMG export earnings in FY2014-15 stood for
US$25.49 billion. It envisages in achieving a milestone of RMG export earnings of U$50
billion by 2021, the year the country will celebrate the golden jubilee of its independence.
During the July-January period of FY 2021-22, earnings from Bangladesh RMG exports
grew by 30.3% to $23.98 billion, shows data from Export Promotion Bureau. The sector now
contributes 81 percent of Bangladesh’s total export earnings, while its contribution to the

GDP of the country is about 10 percent.
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Bangladesh’s share in global apparel industry stood at 4.6 percent in 2012 (UNSD, 2014).
The country is currently the second largest apparel exporter only after China, which is now
slowly moving towards high value addition products [6]. This expects to create a huge
possibility of expanding Bangladesh’s RMG exports to the international markets in the years
to come. With newer market possibilities (e.g. Turkey, India and China in Asia or South
American countries) in one hand and lower production cost in the other, this sector has a
huge possibility in the coming years if Bangladesh takes necessary steps in reaping this

benefit.

Studies indicate that growth of RMG sector in Bangladesh has contributed significantly both
in the front of its economic and social betterment. Employment of over three and half million
female laborers in this sector also means their empowerment in family decision-making and
socio-political life forms. RMG has contributed in poverty alleviation, enrolling more girl
children in schools, while incidences of child marriages have reduced among the families

having female members working in this sector.

1.3 RMG Sector and Skill Shortage in Bangladesh

Bangladesh’s RMG sector in recent years also went through many challenges. These included
number of large accidents, issues concerning compliance, workplace safety, labour rights and
trade union related issues, which sometimes plagued the sector. Further, the removing of
MFA on Bangladeshi RMG products since 2004 was indeed another serious challenge, which
not only the sector has successfully been able to overcome but also exhibited a rapid increase
from the time period. It is now more competitive. Even during the recent global recession
years, the sector continued to register positive growth. Its resilience against such global

turbulences has indeed increased with time.
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Yet, there are also issues that need to be given more importance by Bangladeshi RMG sector,
particularly on compliance issues, labour safety and welfare related concerns, issues related
to sexual and other forms of employee harassments, shortage in skilled and professional
labours, etc. Of the most important challenges, McKinsey (2011) identifies skill/capacity gap
as a major challenge [7]. According to McKinsey, Bangladesh’s apparel export will increase
by 7 to 9 percent through 2020. But it also mentions that sector’s productivity needs to be
increased, not only to mitigate rising wage, but also to close the existing productivity gap in

comparison to other sourcing countries.

1.4 Educational institutions for skills are very limited or nonexistent

The RMG industry’s image is not attractive enough to interest young top employees and
graduates. Importing middle management from abroad creates several problems, such as
cultural issues and the lack of incentives for local workers to pursue internal training or

development as well as increased costs.

According to McKinsey, there is currently a shortage of about one quarter of the total skilled
labours in Bangladesh’s RMG sector. Besides highly skilled and professional workers, the
sector also lacks behind properly trained manpower even at the lower-to-lower middle
positions. For example, an unskilled and untrained female worker from rural area who comes
to work in a garment unit faces number of challenges, such as: lack of required skills to work
in RMG. It takes several months or even a few years for an unskilled worker to get a starting

position to work as an operator.

Most female workers having limited education and awareness also lack in labour or female
rights and thus face workplace or other forms of discriminations, including sexual

harassment, etc. The issue of female hygiene and cleanliness issues, although might not be
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directly related to workers’ wage earning, but have a clear bearing on their health and health

related direct and indirect expenditures.

As most garments do not encourage recreational and other social activities, which can help
new comers to get adjusted with their workplace and also build some bondage with their co-
workers, many workers face homesickness and depressions. These too have bearings on their

productivity and earnings.

On the other hand, every year around 22 million youths join the labour force, while many do
not have the right kind of education and training to be absorbed by the market. Further,
female’s participation in the traditional job markets has certain inherent limitations in our
society. This becomes even more serious if a worker in question is a less educated or
unskilled one. Against this backdrop, skill development for such workers can greatly help
them to be absorbed by labour market, even in the dynamic and productive sectors like

RMGs.

RMG industry in Bangladesh is changing fast and the demand for trained and skilled
manpower is increasing with time. Considering many global key competitors of RMG
exports are gradually moving up the value chain into higher value addition goods or even
moving out of the apparel industry because of higher wage rate and other production costs,
the demand for skilled and trained labour in Bangladesh in the years to come will only
increase with time. According to the World Bank [8] (2016), countries of South Asia,
including Bangladesh needs to create good quality jobs for a rapidly expanding youth
population and bring more women into the labour force. Considering over 80 percent of the
total labour force in the RMG sector is female, who mostly work lowly paid jobs, the need
for skill development and training is essential to make them prepared for facing the

increasing skill demanding RMG sector in Bangladesh. This will not only make them finding
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suitable jobs in the RMG sector, but also help to earn more income. This will help families to
eradicate poverty, ensure better female empowerment and generate other socioeconomic

benefits.

In this study it is considered carefully that how the huge number of youths of Bangladesh
can play a potential role by making them skilled manpower of RMG sector of Bangladesh as
well as the rising growth of this sector is continuing beyond the imagination. To get that
research finding it is necessary to find out the existing demand and supply of the workforce
of RMG sector of Bangladesh as well as role of government and industry people should think
about the facts involved with the expected growth. It is believed that the study the youth who
are the key performers and the important contributor in achieving economic growth in
Bangladesh will be benefitted. The number of youth was 44 million in 2017 which is
expected to be increased to 48 million in 2026. Among the total number of youth, only 20
million (44 Percent) was employed in the labor market, of which 17.9 million (89.5 percent)
was fully active in development activities [9]. The main employments of youth in Bangladesh
are readymade garments, industries, agriculture, service sectors and in abroad (BBS, 2017).
Therefore, this significant number of highly active workforce (youths) will get a proper

guideline to make them confident by preparing themselves with appropriate training.

1.5 Problem Statement

The readymade garments industry in Bangladesh is facing many challenges ranging
from institutional policy support, capable training institutions, skill managers, trainers,
emerging technologies, which are creating threat to global competition in terms of efficiency,
productivity and innovative technologies. To meet the challenges, it has been revealed that
increasing capacities, knowledge and skills of the workforce working in the industry is

essential. The readymade garments as a labor-intensive export-oriented industry, which needs
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emergent skills for the workers for its survival in the global market. It has been revealed that
skills development opportunities for the unemployed people who are interested in garment
sector job are inadequate. Moreover, the skill they obtained through training program does
not serve the purpose of using modern technologies and do not match with the industry need.
The training quality, qualified trainers and outdated qualifications of the trainers, curricula,
training materials and methods all inhibit the quality of training. These play a crucial role to
produce the higher value, higher quality garment product and services so that the industry can

grow more capacities to run in the market and grow capability for more export in abroad.

In the context of rapid technological changes like automation, digital technology, reform and
innovation, for which the industry needs a policy support, changing training curricula, skill
trainers, coordination which is the key elements of the national training system. It is revealed
that there is a wide coordination gap among the actors and service providers such as
Ministries, Departments, agencies, private sector organizations; NGOs, employers and
workers are involved in skill development. Their efforts often overlap and are not well
coordinated in Bangladesh. Thus weakness in linking skills supply and demand also limits
positive impact on employment and productivity in the readymade garments. A national skill
development system covering sound policies, equipped training institutions, quality and
skilled trainers, producing skill workers in line with the industry needs are clearly an
important policy issue for Bangladesh. Modern and contemporary training program needs to
be available and accessible for the garment’s workers for their skill development, which is a
critical factor in determining comparative advantage and ensuring sustainability in the

modern competitive global market.

It has been estimated that 2.1 million people in Bangladesh will enter the labour force every
year during the period 2013-2023 (World Bank, 2013). This implies that if approximately 1.3
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million jobs are created per year (BBS, 2018), there will still be 800,000 newly unemployed
people every year. Considering the prevailing situation, it is required to take appropriate
policy measures to employ the youth in garment sector jobs, suitable organization or as self-
employed through appropriate training program. An effective training system will enhance
the skill of the youth and that will create the opportunity for more employment and more

export earnings in Bangladesh.

1.6 Research Question

The study adopts the following research question:

To what extent the contemporary skills needed for the Readymade Garments (RMG) Sector,
in the changing context, are being effectively delivered by the existing training system in

Bangladesh?

Components of the research question

The research question based on the Readymade Garments (RMG) Sector can be

translated into following four major components:

a. The existing training system in Bangladesh

This covers the Ministries, Divisions, responsible government organizations, policy supports,
training institutions, trainers, technology wused, training deliveries and employment

opportunities.

b. The changing context in the industry

This covers global competition, efficiency and cost-effectiveness for the survival of the

industry.
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c. The needs of the contemporary or modern skill development training

The new training design, curriculum, modern equipments, automation and 4th IR and

relevant technology required for the garments industry.

d. Effective training delivery system

This covers training institutions, curriculum design, skilled trainers, develop skilled workers

and employment.

1.7 Objectives of the Research:

Based on the research question, the research will carry out the following specific objectives:

1. To analyze the working conditions, emphasizing the training experience of the

workers of RMG in Bangladesh.

2. To explore the contemporary training curriculum and technological knowledge in the

RMG sector for improving workers skill.

3. To identify the gaps of training opportunities of RMG workers; to minimize this gap

and creating better scope of incentives for the workers.

1.8 The research will study the following three hypotheses:

Hypothesis One:

National RMG related policies are adequately supported to develop the contemporary skills,
in the changing management and technology context, of the youth to fulfill the needs of the

industry.
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Hypothesis Two:

The training curriculum and training delivery system are being periodically updated by the
public training institutions due to the rapid changes in management and technology needed

for enhancing capacity of the RMG industry in Bangladesh.

Hypothesis Three:

Public training institutions are sufficiently capable to impart the management and
technology-based training to enhance the skill of the youth required by the RMG industry in

Bangladesh.

1.9 Significance of the Study

Technological innovation and automation are rapidly changing the nature and context of
work for the young people in Bangladesh. Advances in ICT have greatly increased the
opportunities and productivity of workers and enabled the creation of new jobs and
industries. The study findings will contribute in three ways. First, it will give a picture of the
contemporary training as need for the employment generation of the youth. Second, it will
suggest a set of actions of the new training curriculum and entrepreneurship development
program for the public sector training program in Bangladesh. Third, the study will provide
the idea of new policy directives that need to be incorporated for improvement of the existing
training program as well as revisiting the youth development training policy in Bangladesh.
Finally the research findings will create the employment opportunities of the youth and lead

income generation, which further contribute to achieve the Vision 2041.
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CHAPTER 2

Literature Review

In general, this chapter will review the available literatures in open sources related with the
existing training programs on RMG sector of Bangladesh. Firstly, it is highlighted to figure
out the market structure and workforce involved within this sector. Afterwards, the
subsequent sections deal with the current approaches of workers to work there, required skills
of them based on the international competitiveness of RMG export market. In the third
sections, the ongoing training programmes from government and non-government
organizations for improving knowledge and skills of the workers to enhance their
productivity of the sector as well to meet the export target. In addition, due to COVID-19
pandemic situation the reality of the sector and how it tries to face this critical time with their
own potential as well the government supports. Not only that the preparedness of the sector
for facing 4IR but also the competitiveness analysis among the countries like China, Vietnam
and training experience in Australian workers will be focused to get the enough lessons for

the continuous development and strategic policy development.
2.1 Impact of RMG sector in the workforce of Bangladesh

Apart from agriculture, the country is much concerned about the growth of export division.
Bangladesh has accelerated and changed her exports substantially from time to time. After

Bangladesh came into being, jute and tea were the most export-oriented industries. But with
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the continual perils of flood, failing jute fiber prices and a considerable decline in world
demand, the role of the jute sector to the country’s economy has deteriorated. The RMG
industry is the only multi-billion-dollar manufacturing and export industry in Bangladesh.
Whereas the industry contributed only 0.001 percent to the country’s total export earnings in
1976, its share increased to about 76 percent of those earnings in 2005 and 83 percent still
now. Bangladesh exported garments worth the equivalent of $6.9 billion in 2005, which was
about 2.5 percent of the global total value ($276 billion) of garment exports. The country’s
RMG industry grew by more than 15 percent per annum on average during the last 15 years.
The foreign exchange earnings and employment generation of the RMG sector have been

increasing at double-digit rates from year to year.

It 1s observed that the RMG sector has been able to bring a tremendous success in the
employment of the poor and low literate men and women in Bangladesh. At present over 4
million people are working in the garment industries of whom two-third are women. The
demand for skilled garment workers is increasing day by day. It is predicted that the
unskilled, underemployed, socially, economically and physically handicapped adolescent and
youths would be able to develop their living and social status throughout the RMG sector

[10].

2.2 Skills Development Initiatives for the RMG Sector in Bangladesh

To address the increasing demand for skilled and trained manpower in country’s RMG sector,
the Government of Bangladesh in association with international donor agencies and RMG
producers’ associations (e.g. BGMEA) have taken certain initiatives in recent years to fill the
skills gap. The formation of the National Skills Development Council (NSDC, 2012) and
addressing the issue in the National Industrial Policy 2015 by the Government of Bangladesh

are some praiseworthy initiatives. National skills development initiatives are thus built on
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other related policies such as the National Industrial Policy 2015, National Education Policy
2010, and Non—formal Education Policy 2006, Youth Policy 2003, National Training Policy

2008 and National Skills Development Council Action Plan 2013.

Despite these initiatives, which are mostly at limited scale and have not started yet in full
swing, an overwhelming number of female garment workers continue to be either unskilled
or lowly skilled and thus have limited productive capacity and also earn very meager amount.
The situation in the coming years could be very challenging for such workers. Against this
backdrop, Manusher Jonno Foundation (MJF), a non—governmental organization working for
the betterment of the most marginalized and excluded members of the society such as the
landless poor, persons with disability, religious and ethnic minorities, sex workers, fisher
folks, vulnerable workers and working children and women victims of violence, has
introduced RMG skill development program for potential female workers for garment sector
from June 2012. The training institute is located at Mawna (Gazipur), which is closer to the

industrial clusters around Gazipur, Dhaka, Narsingdi, Tangail and Mymensingh districts.

The RMG skill development-training programme provided by MJF is a two—month long
residential training program meant for prospective, unskilled and unemployed females from
rural backgrounds. Currently, about 30 participants are selected for each batch and only after
successful completion of a batch, another new batch is taken. After completion of each batch
of training, MJF arranges job placement for the successful trainees in the garment factories,

which provide wage and other benefits to the new appointees as per the existing laws.

Up to 2016 MIJF has provided skill-enhancing training to a total of 505 women participants,
who were fully unskilled and marginalized females and girl workers. Out of them, 362
women have completed the skill training successfully and are now employed in the industry.

The skill-training program is perceived to be very useful for those successfully completed
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workers both in terms of getting suitable employment and better remuneration. Besides, they
are also assumed to have produce higher level of employer satisfaction and more aware about

their rights and duties as a worker to RMG industry.

2.3 Knowledge Sharing Working Atmosphere in RMG Sector

Knowledge sharing behaviour of managers could contribute to the development of employee
relationships, dissemination of information throughout organizational internal stakeholders,
reduction of employee turnover, increase of organizational productivity and reduction of
employee turbulences. However, knowledge sharing does not come from the managers or
other individuals naturally. Individuals with experience or qualifications in organizations fear
of losing knowledge power if they share their knowledge with colleagues. Mansor and
Saparudin (2015) identified the failures of many well-organized knowledge management
efforts caused by the non-supportive beliefs among employees in many organizations [11].
Therefore, it is urgent for the management of organizations to identify the best antecedents,
which could impact the knowledge sharing behaviour of managers positively to share their
knowledge with colleagues and others in their organizations. According to Islam et al.; 2018,
there is a lack of empirical research that evaluates and presents the impact of motivational
factors such as intrinsic and extrinsic motivational factors on the knowledge sharing
behaviour of the employees specially managers in organizations [12]. Therefore, most of the
organizations are not able to maximize the use of knowledge created in the organizations and

to be able to enhance both efficiency and productivity of both employees and organizations.

However, many studies have been done relating to the motivational factors and knowledge
sharing behaviour of managers but most of them completed with relation to western and other
countries. Thus, the impact of motivational factors on the managers’ behaviour to share their

knowledge with internal stakeholders in the RMG industry of Bangladesh has not been
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empirically tested. Bangladesh is one of the Next Eleven (N-11) countries with high potential
to become one of the major economies in the 21st century within 2041 due to its promising
outlook for investment and growth. In this country, RMG industry is the highest earner of
foreign currency through the export of produced cloths. It earned more than $28 billion in
2016 while it aims to earn more than $50 billion by 2021. However, the country is going
under a rapid economic, technological and social transformation along with global and
domestic business challenges. These challenges have placed increased pressure on the
business planners and owners of the industry to build an excellent relationship with
employees and maintain their organizations to remain productive in the hyper-competitive
business world. Therefore, the phenomenon of knowledge sharing behaviour of managers in
the RMG organizations in Bangladesh is very significant to research. This would help to
identify the most effective motivational factor to inspire managers to share their knowledge

with colleagues for greater individual and organizational benefits.

2.4 Product Varieties in RMG sector of Bangladesh

Currently, there are more than 4,000 RMG firms in Bangladesh. More than 95 percent of
those firms are locally owned with the exception of a few foreign firms located in export
processing zones. Shirts, T-shirts and trousers are the main woven products and
undergarments, socks; stockings, T-shirts, sweaters and other casual and soft garments are the
main knit products. Woven garment products still dominate the garment export earnings of
the country. The share of knit garment products has been increasing since the early 1990s;
such products currently account for more than 40 percent of the country’s total RMG export
earnings (BGMEA website). Although various types of garments are manufactured in the
country, only a few categories, such as shirts, T-shirts, trousers, jackets and sweaters,
constitute the major production-share (BGMEA website). Economies of scale for large-scale
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production and export-quota holdings in the corresponding categories are the principal

reasons for such a narrow product concentration.

2.5 Current context of RMG sector during COVID-19

The primary initiative government took to address spread of novel COVID-19 was declaring
a general holiday, which compelled the garments factories to close down immediately on
March 24, 2020. The government has requested the owners not to terminate workers. By the
end of March 2020, government announced the stimulus package of BDT500 billion
(equivalent USD 6.25 billion) to help the industry to minimize the impacts from sudden shut
down and cancellation of orders. This financial support was intended for the continuation of
wages for labors for up to three months. Factory owners are supposed to use this benefit of
funding from the stimulus package at the annual rate of two percent. The precondition for
availing the fund also included payment of salaries and wages made either to a bank or
mobile phone account directly by the government involving Bangladesh Bank, the central
bank. In doing so, the manufacturer has to provide the evidence with the salary sheet, workers
list and the account number to the disbursing authority. The factory gets six-months of grace
period where repayment would start from the seventh month of receiving the money. There
were some private initiatives as well, for instance HSBC Bangladesh announced a short-term
loan up to one year with a principal moratorium for four months for the owner of the
garments, which could be used to support miscellaneous payments. Since HSBC does not
allow the moratorium period for more than four months. It is clients do not mandatory for the
clients to make payment any installment within the time and during the crisis moment. The
central bank has urged other commercial banks to come up with similar support. Besides,

government has also sought USD one billion from the International Monetary Fund (IMF)
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and the World Bank. The Industrial Bangladesh Council (IBC) has ensured government about
workers payment and safety against COVID-19. Government, BGMEA and on regards

supply chain resilience, COVID-19 has put supply chains in a vulnerable situation [13].

2.6 Current Status of Garment Workers

At present there are 5,400 factories in the country and over four million workers (BGMEA,
Members’ Directory 2013-2014). Garment factories in Bangladesh are expanded mainly on
the easy availability of labor especially of the female labor accessibility. The RMG industry
created employment opportunities i.e. especially for female workers and now this sector is
considered as one of the main sources of employment for female workers of Bangladesh.
This industry has provided the largest employment opportunities for women in the industrial

sector where more than 85 percent of the production workers are women.

The majority of women workers rated their access to employment in the garment factories in
positive terms because of its improvement on what life had been like before. Ahmed and
Rayhan, 2014, mentioned that the physical and mental health status of garment workers and
how problem affect labour productivity, competitiveness of the garment industry in the world
market and the working life of the workers, particularly of female workers [14]. However,
employers prefer female workers not only because they are cheaper and abundantly available,
but also because they are more vulnerable, docile and manageable than male workers. They
accept without protest the flexible terms of employment and are also seen less likely to be

organized and susceptible to “anti-management propaganda” from outside.

One of the most important factors that caused the rapid development of RMG industry in
Bangladesh is the population. The populace has appeared to be the blessing for Bangladesh as

it is the driving force behind success of RMG industry, which requires a good number of
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workforces. The demographic profile of Bangladesh’s population has helped the apparel
industry to thrive. Most of the female workers are very young & their average is below 30
years. The vibrant and young population of this country is the major strength of RMG sector.
Garments & textile workers are the lifeblood of our apparel industry. So, after some recent
unfortunate accidents in our RMG sector, several initiatives have been taken to improve
working conditions in garment factories. Both national and international organizations are
making concerted efforts to improve working conditions in garment factories and significant
progress has been made in this regard. Also, present government improve their salary to

improve their living standard, their children now can go to school.

2.7 Market Competitions:

There are different sorts of garments manufactured in this country, but RMG can be divided
into two large groups. One of them is a woven product and the second one is knitted
products. The first category includes pants, shirts, trousers etc. whereas the second category
works on t-shirts and polo shirts, sweaters, socks, undergarments, and some other. Exporting
the products mentioned above, Bangladesh is earning foreign currency and meeting its
internal demand of money. The growth, which Bangladesh has achieved so far, has been
much easier because of the quota system. But there is an alarming piece of news about that
Bangladesh is going to lose its quota opportunity as it is getting out of the LDC status. As a
result, Bangladesh has to compete with other countries that are dominating the RMG sector.
The Bangladesh RMG sector has also not been that successful in exerting benefits from US-
China trade war. The Rana Plaza collapse and Tazreen Fashions fire explosion have been two
of the most tragic events in Bangladesh RMG history. The consequences demanded a real
change in the RMG sector of Bangladesh.

2.7.1 Competition with China
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One reason of decline in China’s RMG export in recent years is that the economy is moving
faster towards high-technology production. The wages of Chinese garment workers have
been doubled, resulting in higher costs of production. The Chinese labor force has stepped up
on productivity and skill level to compete in other industries. Garment manufacturing is a
low-skilled, labor-intensive industry, which is no longer with the wheel as per statistics of

recent years.

Rahman and Siddiqui (2015) presented several crucial factors like gradual reduction in
China's bulk production due to labor shortages and higher wages that have been playing an
important role in facilitating the growth of the sector. The potency for the emerging garment
industry is becoming more prospectuses. Consulting with the Chief Purchasing Officers
(CPO) of 5 leading apparel companies in Europe and the US (who cover the 66 percent
apparel export of Bangladesh to Europe and US), the report state that buyers see Bangladesh
as the next destination for major apparel sourcing after China. Due to the increased labor cost
and capacity constraints in China and other markets, the declining profit margin is the key
issue to divert buyer's preferred attention to Bangladesh [15]. The potential for Bangladesh to
assert its cheap labor based competitive advantage circumscribed by the low-cost share of
labor in RMG products. "Many labor-intensive Chinese industries had already shifted to
Southeast Asian countries," said Zhang Jianping, a senior researcher at the Institute for
International Economic Research under the National Development and Reform Commission.
"The labor costs there are four to five times cheaper than in China." Martin (2009) stated that
the export barriers under Multi Fibre Agreement were a particularly big problem for countries

such as China that had quotas despite having productive potential [15].

Two factors such as cheap labor force and captive market under the quota system that
facilitated the development of RMG industry in Bangladesh. A report of World Bank focused
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some prerequisites to improve e.g. productivity, product quality and lead times to win the
competitive race with China and other emerging exporters so that Bangladesh could position
itself as an indomitable supplier of clothing. The current RMG manufacturers of Bangladesh
are importing most of the required woven fabrics from China, India, Pakistan, and Indonesia.
As a result, the total lead-time is becoming longer, putting a negative edge on
competitiveness. Domestic supply of fabrics can mitigate the cost of production. The net
value addition of RMG export is not very lucrative because of the weak backward linkage
and high amount import of raw materials. The first challenge of China’s clothing industry is
the lack of technology equipment for which procrastination occurs to develop the products.

Hence, the producers face long product development cycle.

Another problem was that few factories emphasis on the priority of style, not the quality of
garments. They are also reluctant to protect the environment. Expansion of export
development fund with simplification of export procedures can accelerate the onward role of

Bangladesh in competition with China and other exporters.

China's garment industry is concentrated in the coastal areas of the country. According to Fair
Wear Foundation report, the top five regions of China’s garment production in terms of
export value are Zhejiang (32.06 billion value, 11.68% growth rate), Jiangsu (24.79 billion
value, 4.46% growth rate), Guangdong (33.31 billion value, 5.51% growth rate), Fujian
(16.88 billion value, 19.26% growth rate), and Shandong Provinces (11.4 billion value,
7.47% growth rate). Uddin (2014) revealed the fact that any political violence, strike in
Bangladesh interrupts the whole garment transportation system through the shipment because
of the centralization of this industry near Dhaka. Qiu (2005) found that, with the improving
living standard of the Chinese people, local demand for high-quality textile and apparel goods
continued to rise, which brought another wave for, changes in the industry of China.
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Figure 2.1: Annual GDP and growth percent of Bangladesh and China (European
Scientific Journal October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print) e - ISSN

1857-7431)

According to the graph as shown in figure 2.1, the recent performance of RMG sector of
Bangladesh for the years 2006 to 2015. There has been presented the data of the last five
years. Though there can be found some ups and downs in this graph, the damage has been
recovered in the immediate year. In this study, it is seen that the amount of RMG export was
28149.8 million dollars in 2016. 30614.7 and 35724.3 million US dollar was the export of
RMG in 2017 and 2018 respectively. But in 2019, the amount has decreased to 33402.8
million US dollar though after the year 2020, this sector has continued its growth as it was

before.

Focusing on the statistics of the RMG industry, the increment of the number of the RMG
industry can be identified. Though the rise of the number of industries is not enormous, it is
positive to see that at least the number is going up gradually. The graph in Figure 2.2 tells

that around 300 factories have increased in 2020 compared to 2016. It can be found that the
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number of RMG industry was 4482 in 2016 whereas it has risen to 4764 in 2020 and this was

not sudden at all. The years between 2016 and 2020 have continued their rise.
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Figure 2.2: Country’s Share in World’s clothing export (European Scientific Journal

October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print) e - ISSN 1857- 7431)
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Figure 2.3: Annual total export value of clothing (European Scientific Journal October
2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print) e - ISSN 1857- 7431)
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Figure 2.4: Annual growth rate of Ready-made garments export (European Scientific

Journal October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print) e - ISSN 1857- 7431)
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Figure 2.5: Share in economy’s total merchandise exports (European Scientific Journal

October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print) e - ISSN 1857- 7431)
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Figure 2.6: RMG export value VS Total export value of Bangladesh (European Scientific

Journal October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print) e - ISSN 1857- 7431)
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Figure 2.7: RMG export value VS Total export value of China (European Scientific

Journal October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print) e - ISSN 1857- 7431)

=] o]
$6.000 & S
W o— NSNS
$5.000 “© i
z $4.000 -
Z 54
5 $3.000
E $2.000 o o -
$1.000 73 e
o O N o
2013 2014 2015
HUSA B Germany BUK B Spain H France
W Italy m Canada M Belgium Japan m Netherlands

Figure 2.8 (a): Top 10 Ready-made garments (RMG) importers from Bangladesh
(European Scientific Journal October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print)

e - ISSN 1857- 7431)
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Figure 2.8 (b): Top 10 Ready-made garments (RMG) importers from Bangladesh
(https://www.fibre2fashion.com/industry-article/8558/apparel-4-0-is-revolutionising-

bangladesh-rmg-sector)

26 |Page



Bangladesh Woven RMG Export Market

12,000.00
E 1000000
E 8,000.00
w
£ 6000.00
j=%
X 400000
L]
£ 2,00000
MY 2016/17 = MY 2017/18 = MY 2018/19 = My 2018/20 MY 2020/21
(E) {F) (F)
mGermany  2,320.25 2,362.94 2,538.45 2,139.67 2,075.48
m France 714.34 780,40 B34.25 648.79 52284
= Spain B28.08 1,056.83 1,073.40 1,019.47 999 08
a UK 1,637.55 1,826.62 1,341.60 1,546.25 1,484 40
EEU 7,857.02 8,619.61 9,176.13 7,662.60 7,471.04
mUSA 3,901.94 3,977.70 4,619.07 4,228.73 463046
m Canada 541.49 552.13 651.14 500.06 49256
Market Year

B Germany ®France ®5pain @ UK ®EU mUSA ®Canada

27 |Page



Figure 2.9: Top 10 Ready-made garments (RMG) importers from China (European
Scientific Journal October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print) e - ISSN

1857- 7431)
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Figure 2.10: Export shares in top 10 Ready-made Garments (RMG) importers of world
in 2015 (European Scientific Journal October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881

(Print) ¢ - ISSN 1857- 7431)
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Figure 2.11: EU (28) and USA market for Bangladesh for both Knit and Woven items
(European Scientific Journal October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print)

e - ISSN 1857- 7431)
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Figure 2.12: EU (28) and USA market for China for both Knit and Woven items
(European Scientific Journal October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print)
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Figure 2.13: No of export markets for Knit and Woven items (European Scientific Journal
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Figure 2.14: Ready-made Garments worker wage in 2015 (European Scientific Journal

October 2017 edition Vol.13, No.28 ISSN: 1857 — 7881 (Print) e - ISSN 1857- 7431)
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Figure 2.15: Minimum monthly wages of the workers (Source: International Journal of

Social, Political and Economic Research, Volume 8, Issue 1, 2021, 198-215)
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Figure 2.16: Bangladeshi RMG Products price (Approximately 90 percent of the total
Bangladeshi garment exports are cotton based) (https://www.fibre2fashion.com/industry-

article/8558/apparel-4-0-is-revolutionising-bangladesh-rmg-sector)
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https://www.fibre2fashion.com/industry-article/8558/apparel-4-0-is-revolutionising-

bangladesh-rmg-sector)

2.7.2 Competition with Vietnam and Other countries

Market competition in the global RMG sector is getting intensified and potential competitors
like Vietnam are closing the gap in global RMG market share. Vietnam overtook Bangladesh
in the global apparel market and became the second-largest global ready-made garment
(RMG) exporter. Bangladesh now stands in the third position, with China holding its first
position. According to the World Trade Statistical Review 2021 released by World Trade
Organization (WTO), Bangladesh’s share in the global apparel market dropped to 6.3% in
2020 from 6.8% a year earlier. The market value for Bangladesh was $28 billion in the year
2020. Meanwhile, the share of Vietnam in global RMG exports stood at 6.4% in 2020, up
from 6.2% a year earlier. Apparel manufacturers and economists said that Bangladesh has
lost its position to Vietnam amid the latest trend of decline in apparel export, which was
further tapered by the pandemic. Moreover, Bangladesh’s RMG export has been declining
significantly due to the closure of a number of small RMG factories over the last few years as
they failed to maintain strict compliance set by the international retailers and brands and also
for the offering of lower prices by the international buyers. In addition, Vietnam has
diversified goods at a competitive price, which Bangladesh cannot afford. “Vietnam has
attained Bangladesh’s position as the world’s second-largest apparel supplier by
concentrating on product diversification,” they also said. Economists said that Vietnam and
the European Union (EU) signed the Free Trade Agreement (FTA) in June 2019, which
allowed Vietnam to enjoy the zero-duty benefit to this largest trading bloc of the world. Since
Vietnam has an FTA with the EU, Bangladesh has been facing a challenge from Vietnam as
both countries have been producing the same kinds of products, they added. Moreover,
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Vietnam has a lot of Chinese investment, which is a big plus point for this country and has

been playing a vital role in the progress in exports of the country.

Globally, Bangladesh is a popular destination for low-end manufacturing items at the
cheapest rate while Vietnam produces high-end apparel with a strong backward linkage
industry and educated workforce. Although Bangladesh and Vietnam had been holding the
second and third positions respectively in the apparel export, the business dynamics and
environment are quite different in the two competing countries, said the exporters and
economists. Experts think that Bangladesh should diversify its export basket including within

the RMG sector.

Prof Mustafizur Rahman, a distinguished fellow of the CPD said that the situation could only
be defined as a transaction period as Bangladesh and Vietnam have been competing closely
for decades. “Last year, the pandemic's condition was relatively good in Vietnam, while
Bangladesh's garments were closed for a significant time due to the pandemic,” he added. He
also said that now Bangladesh is getting a lot of purchase orders and the orders are shifting to
Bangladesh from China, India and even Vietnam. “So, I think Bangladesh will be able to
regain its position soon,” he said. However, Covid-19 cannot be blamed for everything as

Bangladesh has many weaknesses, he also said.

“Vietnam is far ahead in labour productivity, capital productivity and diversification. We
need to improve these. We need to increase skills, move from low end to high end, increase
value addition, product basket diversification, and reduce lead time,” he added. Vietnam’s
market value stood at $29 billion at the end of 2020. To put it into perspective, the share of
Vietnam in the global export market was 2,9% back in the year 2010 while Bangladesh’s
share in the global apparel export market was 4.2%, which was 85.5% more than Vietnam’s.

Shahidullah Azim, vice-president of the BGMEA, said that Vietnam's export growth
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remained unhurt during March-May of the last while Bangladesh's exports steeply nosedived
during the time. “We need to focus on products that add value. Our number of exporters is
more than Vietnam, but they are ahead of us in value addition,” he added. He also said that,
although synthetic fibre is the future of the export-oriented garment sector, Bangladesh
lagged behind in producing synthetic fibre-made garments. “We demanded a 10% cash
incentive for man-made fibre-based products in the current fiscal year. But it ultimately went
unaddressed. Government should approve it and the import of man-made fibre also needs to
be duty-free,” he added. Moreover, the manufacturers also said that they need loan facilities

as well as easy access to cash assistance to maintain their position in the global RMG market.

2.7.3 Challenges of Bangladesh RMG Sector

Although the epic growth of RMG industry of Bangladesh, challenges are still there.
However, challenges can become opportunities if they are addressed with higher concern
from government and policy makers. Limitation lies in every vital stage of this industry.
Some major limitations are discussed in this section. Low prize of apparel products is one of
the reasons of sourcing from Bangladesh. It is often seen that RMG suppliers competes with
each other to decrease the prize with a view to grab the order which eventually impacts on
lower export income. Due to the homogeneity of garment industry products, competitions

among the suppliers are intense.

Another limitation is, still the textile industries of Bangladesh are not capable of producing
high standard fabrics. Shortage of capital necessary to develop local sources for quality
fabrics/yarn is a major weakness. The local textile can fulfill only 20 percent of domestic
demand for woven fabrics. However, there is ample scope of textile industry to grow as it has
a big domestic market for fabrics. Unlike past Bangladesh government, employers and the

owners of garments sector are giving priority to workplace safety, compliance-related issues
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and non-hazardous working conditions to prevent accidents. But the crises similar to Rana
plaza and Tazrin Fashions can change the whole scenario of this rising sector if happens
again. These would adversely affect the growth of RMG sector and can lead to a downward

slope of Country’s export value to world.

Several authors have analyzed aspects of the garment industry in Bangladesh. Of the various
aspects of the industry, the problems and the working conditions of workers have received
the greatest attention. In previous decades, this industry relied on low wages and minimum
standards in working conditions, However, low labour costs are not the prime driver of the
sourcing decisions. In recent years customers are increasingly prioritizing productivity and
reliability of supply. Hence, they are also emphasizing to minimize reputational risks of poor

working conditions.

The goods laden vehicles have to stand for hours in the traffic jam on the way to sea-port
from the center of country. Many garment exporters complained that they couldn’t meet the
strict lead-time set by the international buyers for delayed shipment in Chittagong port due to
poor road condition. Moreover, the centralization of garment industries in the middle of the
country made this situation more critical. So, political stabilization is the utmost need for
garment sector. Because of shortage of power and gas, the supply is not continuous which
lead the industries to use generators for uninterrupted production, resulting in the increasing
cost of productions. Many composite garment units are failing to start production only for the

lack of gas connections in the factories.

2.7.4 Market Diversification

The Market Diversification strategy contributes to sustain a country’s export earnings slowly

but surely ensuring a wider market as well as bucket of varieties of merchandise.
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Nevertheless, its spillover effect is beyond the mere nominal export earnings, contributing
employment (and factory) generation. The recent trade statistics of Bangladesh has validated
the statement, as RMG export value has gone up by 176.5 percent, whereas employment and
the number of factories has increased by 118.38 percent and 70.75 percent respectively
during 2005-2011. The employment opportunity in apparel sector is generally for women
(about 75% of total employment) which overhand previous male dominated GDP into more
equal sharing one. The market diversification initiatives for RMG sector in Bangladesh have
been conducted apparently since 2007 even though the attempt for diversification was
initiated first in 1980s. The initiatives make the clothing sector more promising to the
economy, as recent research findings state that the country would export about US$ 44.66
billion by 2020 if the new opportunities were properly utilized. Bangladesh’s RMG exports
will strengthen the country’s position and are likely to grow — double by 2015 and nearly
triple by 2020. Other markets in Southeast Asia will increase their exports too, but would not

be able to replace- at least in the near future- Bangladesh as viable RMG sourcing hub.

Market Tsearch
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Scheme 2.1: Flow chart for exploring newer destination for RMG of Bangladesh

37| Page



Table 2.1: Activities of BKMEA for Market Diversification During 2007 to 2012

Targeted Intervention - q
Coun Time/Period Types of Activity Immediate Outcome
October, 2012 Trade Fair Improved Business to
Australia ) Market research & informing Business (B2B) Relations
October, 2008 o > N Exporters find export
Exporters accordingly e ]
potentiality in the market
. ) Market research & informing Exporters become 111repded fo
Brazil December, 2011 o .. N export to the prospective
Exporters accordingly o
Market
D ber, 2012 Signing MoU with Chin: L
China ecember 1efme Aot with S tuna Mutual understanding for
i A delegation from Chinese Trade further cooperation.
June. 2012 =
Association to Bangladesh
November, 2008 Market research .
. — - — Free Access Facilities for
Germany February, 2008 Trade Mission Baneladesh Apparel
November, 2005 Trade Mission s pparel.
October. 2011 1\-11}1t1 sectorial Business people’s
visit to Bangladesh
. December, 2010 Market research Improved Bilateral Trade
Hong Kong - — .
N N Scoping Mission for Trade Relations
July, 2009 Expansion
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However, the Market Diversification strategy was not enough at all to boost up RMG
exports. Rather several internal and external factors strengthened the external earnings
bigger. GSP schemes in many developed countries allowed Bangladeshi apparel exporters to
export more clothing products at less or no duty. The recent adopted “Lean Manufacturing
Technique” increased both the labor productivity as well as factory performance
significantly. Moreover, Government’s stimulus package of 5% of export value (awarded to
those who exports more than US$3.5million) to minimize adverse effects of global recession
and another 5% of export value (awarded to small and medium exporters) to export to new
markets are considered as one of the most significant initiatives to diversify export
destination and stabilize export earnings. Yet the recent climate of global competitiveness in
apparel market urges to strengthen “Image Building Champaign” of Bangladesh on social and

environmental grounds for further market expansion.
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Table 2.2: Impact of Activities of BKMEA for Market Diversification During 2007 to

2012

The Effects of Market Diversification Activities on Bangladesh RMG Export

January, 2012 Trade Fair
December, 2011 A delegation of Japanese Trade . Rele?xatlon of Rples of Or1g_1_n
Association to Bangladesh » DBusiness to Business Relation
Japan November, 2011 Market research mmprovement
October, 2010 Trade Mission * Relaxation of other Minor
September, 2009 Scoping Mission Trade Barriers
September, 2008 Market research
September, 2012 Trade Fair » Improvement in the relaxation
Russia September, 2011 Market research of Double Tariff Barrier
: o iy e Improved Inter- country
October, 2011 Scoping Mission Banking Transaction.
Tune. 2012 A delegation of South African + Improved Bilateral Trade
South T Trade Association to Bangladesh Relations
Africa December, 2010 Market research » Tariff Barrier is Subject to be
October,2009 Scoping Mission Relaxed
Spain November, 2007 Trade Mission » Improved B2B Relations
Turkev May. 2011 Trade Negotiation * Relaxation in Anti-dumping
&y June, 2008 Trade Mission tariff Barrier

Source: Report of BKMEA s Trade Promotional Activities.

Table 2.3: Performance of Diversified Markets During 2002 to 2011

Country 2002 | 2003 | 2004 2005 2006 2007 2008 2009 2010 2011

Australia 2.19 2.15 5.50 7.91 8.21 14.43 26.87 74.02 105.28 248.19
Brazil 0.23 0.07 0.31 0.68 2.83 9.41 31.90 41.41 61.18 123.62
China 0.24 0.62 1.87 1.68 5.24 6.96 7.96 16.11 38.09 82.38
Hong Kong | 6.44 7.71 8.01 7.77 12.79 14.69 19.02 21.28 26.40 473.79
Japan 14.8 14.6 16.8 1428 | 16.60 | 22.28 36.65 111.13 186.72 345.55
S. Korea 3.09 3.22 5.50 4.66 5.04 9.16 10.42 20.54 44.52 93.51
Mexico 7.52 12. 156 | 20.35 | 33.35 53.43 99.43 86.70 89.50 92.81
Russia 1.00 1.12 1.95 4.11 6.17 10.13 46.63 43.65 87.97 66.91
S. Africa 0.66 1.49 2.26 3.97 6.01 19.48 37.89 39.34 37.89 55.00
Turkey 0.25 2.51 10.3 24.62 | 52.69 | 91.09 301.86 370.42 595.21 471.61

Source: ITC Trade Map & EPB Bangladesh
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Figure 2.18: Apparel export scenario of Bangladesh to emerging markets

2.7.5 Training system

In RMG sector, very few workers receive training before joining their services. The training
system is still very poor. To achieve higher prize with maximum quality of product, the
skilled manpower should be one of the major concerns for upcoming future of RMG. In this
context, Government of Bangladesh has taken an initiative to increase skill manpower mainly
in garments sector. The program called SEIP (Skill for Employment Investment Program).
Currently, Bangladesh is not enjoying the zero-duty benefits under the Generalized System of
Preferences (GSP) from USA because of the massive collapse of “Rana Plaza” in 2013.
Bangladesh supplied 6.57% of the readymade garments (RMG) in the US market last year. In
the first 7 months of 2017, it decreased to 6.41%. But the competition has increased the
market in Vietnam and India. However, it is expected that there will be no major fall. Some
other major limitation of Bangladesh in RMG industry is high dependency on imported raw
materials, higher interest of bank loan, poor logistics and shipping facilities rely upon foreign
engineering services for maintenance of machine and utilities service etc.
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i. Training programme for Skill Development

Government has initiated training programme for approximately 15 lakh RMG workers in

order to ensure sustainable development of the sector with the challenges of automation.

A "Training Conducting Committee" has been appointed with 8 members, headed by the
director general of EPB. The other members of the committee are the textile cell of the
Commerce Ministry, the Department of Labour, Labour and Employment Ministry,
Department of Textile, BEPZA, BGMEA, BKMEA, and deputy director (compliance and

monitoring cell) of the EPB.

Approximately, there are 40-lakh workers in Bangladesh's RMG sector and there is immense
scope to employ more skilled workforce. According to industry insiders, the skill
enhancement of the workforce can enable the sector to reach the targeted revenue of $50

billion.

According to the Centre for Policy Dialogue (CPD)- a leading institution for in-depth
research and dialogue to promote inclusive policy making in Bangladesh, and strengthen
regional and global economic integration, around 13 percent of the country's garment
factories hired experts from overseas in the top-level management who remit over $500 crore
from Bangladesh every year. In merchandising, design, marketing and operation of

sophisticated machines, the country needs experts from outside to fill in the gap.

ii. Multi-modal Transport System

In order to solve the problems in transportation, government has planned a multi-modal
transport system, which is yet to be implemented. Multimodal Transport is the combination
of different means of transport to facilitate the cargo movement. It will be the centralization

of the responsibility to one transport operator. It will increase the economies of scale in
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transport negotiations. It will ensure better use of available infrastructure and reduction of

indirect costs.

3) The government provides 4 percent cash incentive to garment manufacturers which was

set in 2018. Henceforth they have started to explore new destinations and markets.

2.8 Bangladesh RMG industry and 'Apparel 4.0’

The RMG industry in Bangladesh is adopting the 'Apparel 4.0' and undergoing a revolution,
which includes the digitization of apparel production processes ranging from concept to post-
retail. This revolution will enable the manufacturers to monitor and automate the entire

production process with complete supply chain transparency.

Apparel 4.0 has major applications in smart clothing, robotics, simulation, industrial 10T,
augmented reality, Machine-to-Machine (M2M) communication in knitting machines, smart
factory, 3D printing, smart fabrics and Al-infused Industrial ERP (enterprise resource

planning) etc.

Neighboring countries of Bangladesh such as India, China and Vietnam are also rapidly
implementing the Apparel 4.0 technologies in their factories. Raymond from India has started
using the sewbot technology. Chinese garment manufacturers are introducing the smart
clothing, augmented reality, and 3D printing in their factories. Vietnam has significantly

developed Radio Frequency Identification Device (RFID), additive manufacturing and ERP.

This technology will enable the country to make the garment production cost effective and
efficient. But it may cause a heavy job loss in the future, as machines will replace humans.
According to the McKinsey Global Institute, approximately 800 million jobs could be lost

worldwide due to automation by 2030. The garment sector of Bangladesh will be the most
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affected by Industry 4.0. A study by Government of Bangladesh predicts that around 60

percent (5 million) of jobs will be lost in the next 15 years.

It is considered as the nature of Readymade Garments' trade-off due to the potential
transformation of the Fourth Industrial Revolution. The five major sectors including RMG
and textile, furniture, leather, Agro-food processing, and leather. Among them, the textile and
RMG sector is 60 percent, which is a high probability of automation (A2i, 2020). For this
reason, most of the textile and apparel industry researchers have concentrated on integration
and communication skills to establish relationships between various supply chain parties and
synchronize activities to gain a comparative advantage (Zhao et al. 2008). In the modern
history of the world, technological advancement has been the main engine of economic
development. Rosyadi (2018) states that from the early 20th century technologies and
machinery are being rapidly developed which have controlled the production process
automatically. Garment industries use Programmable Logic Controllers (PLCs) and
computer-based automated systems rather than controlled by human hands, which help to
reduce the production costs and advances the information technology. This time is considered
as the fourth industrial revolution or 4.0, which basically promotes the automation system to

replace humans.

Increases in demand introduced by new technologies have been more than enough to offset
the laborsaving impact of technology at the macro-level (Vashisht, 2019). Buxey 2005;
Lambert & Pohlen 2001; Nuruzzaman et al., 2010; Doukidis, 2007 explained that to enhance
comparative advantage and performance, the industries need to implement the different
technological applications such as robots replace of labors, ICT, e-commerce, EDI execution
that led to time reduction and supply chain cooperation. Mokyr et al (2015) have also
clarified that industrial automation can increase efficiency and productivity, which helps to
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reduce production prices, increases demand, and also creates new jobs to meet this demand in

those industries.

Rumi et al (2020) describes that in Bangladesh, the fourth industrial will create new jobs and
business opportunities after adopting introduced and advanced new technologies in different
sectors like RMG, textile, and software business. Further added that it will turn into a digital
landscape where the consumers can order original products without uncertainty. After
integrating the automation in garment industries in Bangladesh, productivity increases from
72.57 percent to 72.78 percent, and Standard Minute Value (SMV) of productivity is
increased from 73.81 to 83.1 and productivity increases from 21.42 to 24.19 which accounts
for around 12.93 percent (Ansari et al., 2019). Besides, due to the comprehensive practice of
automation processes in industries, mass unemployment over the next few decades is
expected to pose a major problem (Arntz et al., 2016; Autor, 2015; Furman, 2016). Moreover,
to install the new technologies of this revolution, Bangladesh has faced some difficulties such
as poor infrastructure, unskilled and available labors, expensive installation of new

technologies, lack of proper technical knowledge, and so on (Islam et al., 2018).

Zervoudi (2019) recommends that the government would act to reduce the risk of employees
being exposed to automation by investing in learning and education for unskilled jobs to
adapt better to advanced technologies and digitization. The government of Bangladesh has
been attempting to be digitalized through the application of new technologies of 4.0
successfully (Islam et al., 2018). However, previous literature has explained limited
discussions on the new path of RMG trade due to the emergence or transformation of new

technologies of industrial revolution 4.0.
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2.9 Obstacles on Labour Productivity

Productivity is the main concern of efficient use of limited resources, which can be regarded
as input used to produce something, which is regarded as output. Labour productivity is the
ratio of total output and labour input. The easiest formula of productivity is output/input. It is
considered that though Bangladesh is the second largest RMG exporter, However, the
country is still struggling to get the expected productivity from its labour, and it is a matter of
sorrow that Bangladesh lags behind most other Asian competitors. The value of hourly
productivity of Bangladesh is $3.4 whereas China, the largest RMG exporter, is calculating
$11.1 hourly productivity. Moreover, Sri Lanka is considered to be the most productive
country in Asia the rate is $15.9 and then comes the name of Indonesia, which is $12.3.
Similarly, the countries like India, Vietnam, Myanmar, and Philippines also exceed
Bangladesh in terms of hourly labour productivity. As a part of mega plan of our government,
the target of increasing hourly productivity has set by 5.6% per year before 2030 (The
Business Standard, 2020). In recent days more productivity demands more investment for
example, to get a certain amount of output, there needs to be invested a certain amount of
money. The ratio of incremental capital output of Bangladesh in FY2020, The Incremental
Capital Output Ratio (ICOR) was 6.06 whereas it can be noticed that same output was 3.87 in

FY2019 (CPD, 2020).

2.10 Demographic Dividend in RMG Sector

It is considered that Bangladesh has a key advantage causing a huge benefit for the past few
years, which is low labor cost. Though there was a matter of labor unrest, now it is on the
way to diminish from the last few years. The matter like labor uprising is gradually becoming
stable. But though Bangladesh has an immense advantage in regard to labor cost, still there is

a problem of not being able to get proper technological advancement. In this competitive
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world, it will be really challenging to continue the existence without being technologically

developed.

The impactful advantage of Bangladesh is the use of a huge number of young populations
that is a catalyst for low labour cost as well as giving high productivity and benefits. But to
get the best outcome, it is inevitable to make them skilled. If it is possible to utilize this over
population through proper training, this huge number of people will be a blessing for

Bangladesh. Otherwise, it can be a curse and can create a burden for the country.

The export earnings of Bangladesh are mainly coming from a certain group of countries, and
this is a major problem that should be addressed for the long run. The main three sources of
Bangladesh’s export earnings are United States, Germany and Great Britain. Among them,
the United States is the single largest destination. These three countries bought goods of
approximately 15.15 billion USD in total in FY20, which is about 44% of the total export
earnings of Bangladesh. The European Union is the source of about 62% of country's total

textile and garment export earnings (ADB, 2021).

Apart from the United States, the UK and Germany, Spain, France, Italy, Netherlands, and
Poland are the top markets, where Bangladesh supplies over billions of dollars of RMG items
every year. According to the Financial Express (2021) in the first 10 months of FY21, export
earnings from the United States increased by 8.54% and from the European countries by
about 7%. In this period (FY 2020-21), the RMG industry raised $26 billion of export
earnings, which represented an 8.74% increment. However, the objective set for the time was

missed by 6.16% (The Financial Express, 2021).

Despite the profit, Bangladesh is actually losing market to Vietnam. Vietnam is targeting $39

billion export earnings in 2021 from apparel and readymade garment sector (VIR, 2021).
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According to Vietnam National Textile and Garment Group, their export from garment and
clothing sector was worth $35 billion in 2020 as COVID-19, US-China trade war, Brexit

caused huge disruption in their market.

Not withstanding the pandemic and decrease in global demand, their growth in export earning
was 22% and with this they surpassed Bangladesh and obtained the second place in top RMG
exporters list (RMG Bangladesh, 2020a). A recent study has revealed that work orders from
Bangladesh met more countermanding or deferral by the buyers from US than that of
Vietnam. This study was conducted over top executives, retailers, importers, and wholesalers
from US-based leading fashion brands recently. Vietnam is considered to be the “Next
China” for apparel sourcing, and as such, top buyers from US seemed to be more “careful”
about calling off the orders from them. COVID-19 pandemic has hit Bangladesh’s export
earning severely as the whole industry was closed during the lockdown situation. But
Vietnam did not hold back their production, overtakes Bangladesh and has been rewarded by

the significant rise in RMG export (Dhaka Tribune, 2020a).

2.11 National Skills Development Authority (NSDA)

The Authority was established under the National Skills Development Authority
(NSDA) Act 2018. It started its journey from February 2019 and has a broad-based
membership in its Governing Body that includes almost all the government ministries
delivering skills training and selected representatives from the private sector and
organizations of employers and employees. The NSDA Act 2018 empowers this new
Authority with a wide-ranging responsibilities and tasks with regard to coordination, quality

assurance and certification.
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2.12 Industry Skills Councils (ISCs)

The ISCs have been established to ensure industry collaboration in skills
development. ISC will establish Centre of Excellence (CoE), which will practice and promote
the best model of skills in the industry sector. It will also be a research hub for conducting
research and survey to provide information on skills demand, priority occupations,
technological transformation and scope of job opportunities. Furthermore, ISCs will help in
strengthening industry linkage, apprenticeship program, up-skilling and re- skilling, RPL,
standard and curriculum development, assessment of trainees, trainers and assessors. To this

effect, separate guidelines will be developed for implementations.

2.13 National Skills Development Policy (NSDP)-2011

NSDP articulates that skills, knowledge and innovation are important driving forces
of economic growth and social development in any country. The National Skills
Development Policy- 2011, Ministry of Education of Bangladesh provides the vision and
direction for skills development over coming years as it sets out the major commitments and
key reforms that government will implement in partnership with industry, workers and civil
society (Ministry of Education, 2011). The skills development system in Bangladesh can be

classified into five main segments:

(1) Public (delivered to varying degrees by numerous ministries);

(2) Private (receive some form of government subsidy e.g. MPO and grants),

(3) Private (commercial training institutions including madrashas);

(4) NGOs (non-for-profit institutions); and
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(5) Industry based (institutions managed by industry and training delivered in the

workplace, including apprenticeships) (Ministry of Education, 2011).

The skills development system must be responsive to the present and future industry
needs and will move to implement a competency based training and assessment (CBT&A)
system to achieve that end (Ministry of Education, 2011). All instructors and trainers will be
provided with adequate training so they can develop and implement CBT&A programs.
Considerable investments will also be made to upgrade the facilities and equipment of select
training institutes so they can deliver the new industry endorsed qualifications. (Ministry of
Education, 2011). It is important that TVET and skills training institutions are aware of the
skill needs in industry and understand the latest employment and technology trends. Without
this knowledge, the skills produced by institutions will not meet the needs of industry. The
government will also work with industry to ensure that mechanisms are put in place to
support a ‘return to industry’ program that allows current instructors and trainers to update
their technical skills in the workplace. Arrangements will also be trialed in pilot sectors to
develop short course intensive skills upgrading programs to develop the technical skills of

trainers (Ministry of Education, 2011).

2.14 National Skills Development Policy, 2020 (Draft) (NSDP 2020)

According to the NSDP (2020), expanding the outreach and improving access of
skills training are two important areas of focus of this policy. It will strengthen the
institutional capacity for increasing access and coordinate with local and community-level
organizations for delivery of skills training. Specifically, these may include interventions in

the following are as:
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a. Expansion of workplace-based skills training, like apprenticeship, on-the-job training

and industry attachments;

b. Support to the existing training providers or establishment of new ones, which will
work to improve access to the marginalized groups, and to reach out to the people of

geographically isolated communities;

C. Increasing the outreach of the skills system to remote areas and under- served
communities;

d. Providing necessary support to STPs through need assessment;

e. Working with the various government agencies, which expands network of training at

the district or upazila levels for example, DTE, Department of Youth, Department of Women
Affairs and Department of Social Services as well as local NGOs and private sector training

providers;

f. Strengthening capacity of the existing training following appropriate curriculum and

learning materials; and

g. Support to the area-based skills demand data collection and deliver skills training

focusing on the needs of the marginalized communities.

2.15 Textile Policy 2017

The policy guidelines of the readymade garments Industry is provided by the Ministry of
Textile and Jute. The sector is playing an important role in industrialization, employment
creation and growth of export, human resource development and thus contributing to the

overall economic development of the country. In order to ensure improved and quality
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textiles goods production emphasizes should be given to the skilled manpower for textiles,

weaving, and jute sector.

Textile Vocational Institutes, Textile Diploma Institutes and Textile Engineering Institutes
have been playing important role in creating skilled manpower in textile sector. Diploma-in-
Textile degree has been awarding to develop efficient manpower in textile and handloom
sector. Trainings have also provided in jute sectors for upgrading the skill of farmers. It
would be possible to retain the existing markets of silk, textiles, jute and jute goods, and their
market expansion through increasing production and quality. Training is imperative to