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After the Rana Plaza collapse in April 2013, many people were hoping that it would serve as a catalyst
to stir change in the textile industry. As such, a group of concerned investors organized a trip to
Bangladesh to find out more information on the ground on what has happened since. While the
messages given to us were at times mixed, one clear message was that progress was indeed being
made – slowly but surely.

The trip was a fact finding trip to help investors better
understand the challenges that companies face when it comes
to sourcing from Bangladesh. The trip constituted three factory
visits, two of which were accompanied with company
representatives, and several meetings with stakeholders in the
industry, such as the representatives from both the Accord on
Fire and Building Safety in Bangladesh and the Alliance for
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Bangladesh Worker Safety , two internationally led initiatives to
improve the fire and building safety of the garment factories,
and the International Labour Organization (ILO).
The trip gave the investor group an interesting insight into the
garment industry of the country – the developments in terms of
fire and building safety in the factories since and the other
challenges the industry faces towards a sustainable
development. Additionally, it showed how the problems found
in Bangladesh can easily be found in other sourcing countries
as well.

1

For a recap on the Rana Plaza accident and the Accord and Alliance, refer
back to “Cheap Clothing: At What Cost?” written 28/05/2013 http://bit.ly/1qvqqZg

Improvements have been made …
Fire and building safety inspections are on-going.
The Alliance, the Accord and the National Tripartite Plan of
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Action have made strides in the fire and building safety
inspection of their members’ factories in the country. The
initiatives are currently focusing mainly on the factory
inspections in order to get the remediation started as soon as
possible. The average cost for remediation in a factory is
estimated to be $200,000. Access to capital is also made
available; however, not many factories have taken up on this
offer. It is not clear whether this is due to cultural reasons (e.g.
not wanting their clients to become their creditors and know
more about the financial status of the factories) or is due to the
possibility that the factories actually may not need the
financing and have the funds necessary (most of the factory
owners seem to belong to the country’s higher classes).
Nevertheless, the factory inspections and the necessary
remediation are under way.
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National Tripartite Plan is a joint initiative between the Bangladeshi government
and the ILO to tackle fire and building safety issues in factories
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Picture 1: Buildings in Bangladesh

Marks & Spencer and H&M both have locally based teams –
showing their commitment to sourcing in the country, assuring
that their employees understand the local context and
maintaining a good relationship with the suppliers. Additionally,
certain companies have indicated that when necessary they
coordinate with other companies when it comes to auditing
common suppliers thereby better utilizing their resources and
making the first steps towards industry-wide coordination on
supply chain matters.

Yet there is still much to do …
Despite the improvements that have been made, the path to a
completely sustainable garment industry is still a long one.
Photo Credit: Mans Carlsson-

Buildings similar to this are prominent in andSweeney
around
Dhaka.
Certain factories have been able to create more value.
Factories, too, have also been doing their part. As to be
expected, the three factories visited were amongst the best
ones one could find in the country - showing the investor group
what could be actually done in a Bangladeshi context and it is,
in fact, good. The factories visited have gone beyond the
manufacturing of basic clothing like jeans and t-shirts. Two of
them were vertically integrated, including dyeing and spinning
to their capabilities, and the other was a suit manufacturer;
showing that factories in the country are capable of
manufacturing more complex products that have more value.
Even before Rana Plaza, these have already been working
towards creating a more sustainable garments industry in the
country – beyond just fire and building safety. All three
factories are found in purpose built buildings that do not have
the same structural problems as multi-purpose buildings.
Moreover, the factory management is fairly open on and proud
of the initiatives that they have done in order to ensure that
their factories are a good place to work for their workers –
salaries are slightly higher than the minimum wage, pension is
sometimes offered, daycare and medical centers are available
on site, transportation and/or lunch is provided or subsidized,
etc. What is more is that these factories have proven how
investing in their human capital has a clear and positive
business impact. Their staff turnover is roughly half of the
industry’s monthly average of around 8-10%. Factory
productivity is increased due to decreased absenteeism and
increased worker engagement. Finally, certain factories have
been able to move away from pricing per article provided to
pricing based on the space used to produce the client’s.
Retailers are creating relationships.
Finally, the retailers have been doing their fair share. Certain
companies have a local presence in the country, for example

Case Study: H&M and their Supply Chain
H&M is a global retailer with more than 3,000 stores in 53
markets all over the world and sourcing from the world’s
biggest garment producing countries. The key sourcing
markets for the company are China, Bangladesh, India,
Cambodia and Turkey. Like most companies in the industry,
H&M has in place practices and initiatives to ensure that social
conditions in their factories are within international standards.
Nevertheless, Mirova believes that H&M’s practices are one of
the most advanced in the sector.
Commitment to change purchasing practices
What sets H&M apart from its peers in terms of sustainable
supply chain management is their acknowledgement that if the
company is truly to have a sustainable supply chain then their
purchasing practices need to be improved to provide
reasonable lead times, fair pricing, timely payments and
transparent communication to their suppliers – this acceptance
is currently not found anywhere else. To show their
commitment to this, their first conscious action related to
supply chain is to “update their strategy for sustainable
purchasing practices” by 2015.
Dedication to their suppliers
Bangladesh is H&M’s second key sourcing market, after
China, and one of the riskiest. As such, H&M employs a team
of 400 people in the country fully dedicated to their relationship
with their suppliers. While not all are dedicated to sustainability
matters (roughly 30 of the 400 are sustainability managers),
the sheer volume of locally based employees shows the
company’s commitment to sourcing in the country and to
accompanying their suppliers in their development. One
excellent example is how since its inception, the suit
manufacturer visited is currently only manufacturing for H&M –
demonstrating the company’s dedication to accompanying this
factory towards success.
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Fire and building safety issues are still prominent.
While the factories visited were located in purpose built
buildings, not all are. The level of improvements needed per
factory vary and while factory inspections are on their way, not
much is yet known about the remediation and how factories
are progressing in their corrective action plans. Additionally,
out of the roughly 5,000 factories there are in the country, only
around 3,500 are exporting to western brands and are most
probably included in at least one of the initiatives to improve
fire and building safety. The remaining factories, which cater
mainly to the local markets, are out of scope and thus still pose
a risk to the safety of their workers. Additionally the risk of
unauthorized sourcing to “at risk” factories is still a high
possibility that a lot of the brands sourcing from the country
face. Moreover, while the most will be done to ensure that
factories remain open and are safe, there will be factories that
would have to close as their facilities would never be fit for use.
The question of how to handle this likely event, such as how to
help the employees find employment elsewhere, has yet to be
dealt with.
Lastly, after having spoken with representatives from the
Accord, the Alliance and the National Tripartite, it seemed
unclear what would happen after the five year term of the
initiatives would end. While it is important that these initiatives
focus on the factory inspections and remediation at the
moment, there is also the need to start discussing on how to
ensure that the work and the positive outcomes from these
initiatives extend beyond the five years.

Beyond fire and building safety: other obstacles towards a
sustainable garment industry in the country.
The long term view of the sustainable growth of the industry is
still blurry. In addition to fire and building safety matters, other
issues such as proper working conditions, much needed
infrastructure and a long-term view both from brands and
factories are hampering the industry’s development.
From a country perspective, the current infrastructure would
not be able to support the garment industry’s growth.
Infrastructure such as paved roads, highways, ports and a
steady flow of electricity is limited. Additionally, lack of skilled
workers is a concern for the industry and country. For
example, before the Rana Plaza event there were only 11
building inspectors, now there are more than a 100 with targets
to reach 500 in the next year. While the numbers are
impressive, some question whether or not the inspectors have
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the necessary skills and educational background to conduct
proper inspections. The question of a living wage is still an
issue. How much more than the minimum wage should a
factory pay? How does this relate to how much the middle
management is earning? And finally, how does this relate to
how much other people in the country such as teachers are
earning? Moreover, social unrest is frequent in the country –
with massive strikes, heightened particularly during election
periods, causing the country to be at a standstill leading to
work stoppages and disruptions in the supply chain. These
issues are national matters that cannot be dealt by one
industry alone.
Social issues are still prevalent in the industry. Proper worker

Picture 2: Factory Buildings in Bangladesh

representation is still limited with effective unions in factories
being almost non-existent. Furthermore, factories are faced
with other issues such as the quality of the labour force (as
previously mentioned). Absenteeism and employee turnover is
high amongst workers – particularly during the periods after
national holidays such as Eid.
Factories still get mixed messages from their clients. Audits are
not standardized and are, sometimes, contradictory depending
on the company doing the audit. A certain anecdotal story from
a factory manager saying how they had to move the daycare
center several times because of the audits shows how much
time and effort factories have to exert just to comply with

Photo Credit: Mans CarlssonSweeney
Garment factory buildings of this sort are scattered
all over
the city. This factory wasn’t one of those visited by the
group.
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According to Unicef statistic, adult literacy rate in the country between 20082012 was 57.5%; secondary school participation (net attendance) for male
between 2008-2012 was 42.9%, while for female was 47%
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varying standards. Additionally, certain companies are still
bargaining on price – making it difficult for factories to make
the necessary investments and implement the initiatives to

wage would be more efficiently addressed at a national level.
Increasing wages is a delicate subject as it can create social
imbalances and lead to strikes in the country (as it turns out, it

become a better garment factory.

is very easy to get a group of people protesting on the streets).
As was seen when the government increased the minimum
wage last year causing both the factory workers and middle
management went on strike. The factory workers believed that
the increase was not enough, while the middle management
believed that they too deserved an increase in their salaries.
Additionally, garment factory workers earn more than school
teachers. Consequently, the issue of a living wage needs to be
tackled in collaboration with the different players, government

Brands source in other risk countries as well.
Bangladesh is only one chapter of the entire supply chain
story. The issues found in Bangladesh are not entirely unique
to the country. Retailers are exploring other countries from
where they can source, such as Ethiopia and Myanmar where
the environment and conditions are not much better than that
of Bangladesh or possibly even worse. Additionally, retailers
are currently sourcing in countries such as Vietnam and
Cambodia where similar problems in working conditions and
social issues can be found. As such, while attention is being
put in Bangladesh due to the urgency of the situation as
highlighted by the Rana Plaza tragedy, it must not be forgotten
that there are other countries where similar contexts and
conditions can also be found and must also be attended to.

And all the players must do their part.

included. Finally, the issue of the lack of skilled laborers and
even that of chronic social unrest can best be addressed
through an effective public system of education. Much of
Bangladesh’s past economic growth can mainly be attributed
to the private sector. It is now the government’s turn to ensure
that this growth is sustainable.
Picture 3: Road to the Factory

Moving towards industry standards.
The Accord, the Alliance, and the National Tripartite Plan of
Action all have the same goal: to ensure the fire and building
safety of factories in Bangladesh. Nevertheless, despite having
the same goal, collaboration between the three initiatives has
been far from smooth sailing. Discussions with factories have
brought about the need for an agreement on factory standards.
While certain companies may ask for requirements beyond the
minimum, standardized requirements would already increase
efficiency in these factories. Should they be able to set their
differences aside, the three initiatives have the possibility to
create an industry standard for the fire and building safety
regulations in Bangladesh and, if successful, could pave way
for the standardization of other types audits – not only in the
country, but also in other garment sourcing countries.
Government action is needed.
The role of the government in the sustainable development of
the garment industry is not to be overlooked. As mentioned
previously, basic infrastructure in the country is still limited. In
order to support the growth of the industry, the government
would need to make the needed investments in better roads, a
dependable electricity network, and a deep sea port, which the
country does not currently have. Additionally, the issue of living
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Bangladesh is known for their heavy traffic jams. The ride
from the hotel to the factory could take up to 2 hours in the
car but in terms of distance is less than 60km away.

Retailers need to start from within their operations.
Retailers still have their role to play. The most important of
which is to realize that if they do want to clean up their supply
chain it has to start from within their company. After
discussions on the ground, it became clear that the companies’
buying practices have changed little since the collapse in that it
hasn’t really moved beyond the price of the product. There is
still a disconnection between the audits and improvements
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made to increase the social standards and what the buyers are
really looking for. Improving the buying practices in such a way
that a relationship with open communication lines between the
retailers and factories exists would be a step towards a more
sustainable supply chain. This also includes the relationships
between the retailer, the intermediaries, and the factories.
Enhancing the company and supplier relationship is currently
the most effective way to combat unauthorized subcontracting.
Additionally, retailers need to have a better understanding of
the risks that come with sourcing from countries such as
Bangladesh and need to better plan for them. Having direct
employees on the ground is a step forward as it allows for
better knowledge of the local context. Retailers would also
need to integrate the potential effects of the social risks into
their financial planning – for example, the retailers were caught
by surprise and financially unprepared when the minimum
wage of Bangladesh was increased last year as such some of
the factories were forced to swallow the extra costs for fear of
losing the orders from the retailers. Responsible supply chain
management takes a lot of resources from the companies thus
we don’t expect this for all the countries they are sourcing in
and expect only this amount of effort to be located in countries
where the company’s exposure and the risks are high. As
mentioned, Bangladesh is not the only country where human
rights issues are prominent, similar problems are also found in
other countries such as Cambodia and Pakistan. With their
global reach, companies are able to use their positive influence
in these countries as well.
Picture 3: Road between Dhaka and Chittagong

The road to progress
The road to a sustainable supply chain is still long and its path
not very clear. The problems encountered in Bangladesh are
not limited to the country and expand to other sourcing
countries such as Cambodia and Vietnam. There are a lot of
improvements to be made from the different players in the
industry. The trip highlighted the importance of collaboration to
be able to progress towards a global sustainable supply chain.
Companies have the capability to ensure that sustainable
supply chain management best practices are found not only in
Bangladesh, but also in other sourcing countries. Companies
cannot do this alone and would need the participation from
governments and society.
Investors too have their role to play. One is by applauding and
putting forward the companies that have made significant
progress towards this goal. Companies need to know that they
can be open and transparent about the challenges and their
initiatives in cleaning up the supply chain of social issues.
Following this, investors can and should also engage with the
retailers, accompanying them towards the goal of improving
the sustainability of their global supply chain. With this in mind,
we believe that a collaborative engagement with other
investors would be more effective in incurring change within
the companies and would yield more favorable results. As
such, we have launched a collaborative engagement with other
institutional investors with the hopes to use our combined
investor leverage to discuss with relevant companies on how
to best improve their supply chain practices.
This trip has allowed us to have a deeper insight into the
challenges that retail companies face on the ground and would
thus, hopefully, lead to more fruitful discussions in our
engagement with them, particularly relating to the following
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axes identified in our previous study on the supply chain :


Increased transparency: more communication on the
structure of their supply chains, their initiatives and its
progress



Social risk mapping: better understanding of the risks
linked to the supply chain, where they are and how
big the negative impacts could be
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Chittagong (roughly 300 km away from Dhaka) is Sweeney
where the
country’s main port is located. To get to the port, the goods
manufactured in Dhaka travel in unpaved roads majority of
the time.
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Please refer to our study on Social Issues in the Supply Chain available on
http://bit.ly/1q2fhf9
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Enhanced
relationship
with
the
suppliers:
development of longer-term relationships that starts
with the company’s buying practices



Multi-stakeholder initiatives: a systemic approach to
addressing issues that the industry as a whole faces
(e.g. lack of worker representation, providing a fair
living wage, etc.)
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It may not be used for any purpose other than that for which it
was conceived and may not be copied, distributed or
communicated to third parties, in part or in whole, without the
prior written consent of Mirova.
No information contained in this document may be interpreted
as being contractual in any way. This document has been
produced purely for informational purposes. Mirova reserves
the right to modify any information contained in this document
at any time without notice.
This document consists of a presentation created and
prepared by Mirova based on sources it considers to be
reliable. However, Mirova does not guarantee the accuracy,
adequacy or completeness of information obtained from
external sources included in this document.
These simulations/assumptions are made/indicated for
example, they do not constitute an undertaking from Mirova
and Mirova does not assume any responsibility for such
simulations/assumptions.
Figures contained in this document refer to previous years.
Past performance and simulations of past and future
performances are not a reliable indicator and therefore do not
anticipate future results. Reference to a ranking and/or a price
does not indicate the future performance of the strategy or the
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Under Mirova’s social responsibility policy, and in accordance
with the treaties signed by the French government, the funds
directly managed by Mirova do not invest in any company that
manufactures sells or stocks anti-personnel mines and cluster
bombs.
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NGAM Singapore (name registration no. 5310272FD), a
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by the Monetary Authority of Singapore (Company registration
No.199801044D) and holds a Capital Markets Services
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Singapore. Registered office: 10 Collyer Quay, #14-07/08
Ocean Financial Centre. Singapore 049315. R.O.C., license
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• In Japan Provided by Natixis Asset Management Japan Co.,
Registration No.: Director-General of the Kanto Local Financial
Bureau (kinsho) No. 425. Content of Business: The Company
conducts discretionary asset management business and
investment advisory and agency business as a Financial
Instruments Business Operator. Registered address: 2-2-3
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The above referenced entities are business development units
of Natixis Global Asset Management, the holding company of a
diverse line-up of specialised investment management and
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