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Introduction 
 
In the aftermath of Rana Plaza tragedy in 2013, the RMG industry 
has seen many interventions targeted at improving the structural 
safety of garment factories in Bangladesh. The most notable 
interventions include the Accord and Alliance. Multilateral agencies 
and buyers in coordination with the government of Bangladesh 
have spearheaded these. After April 2013, factory owners embarked 
on a path of improving fire, structural and electrical safety in their 
factories. 
 
Alliance has completed 759 initial inspections; Accord has 
inspected over 1600 factories. Together they have visited 2500 of 
3,660 factories. The remaining factories are being assessed by 
National Action Plan with the ILO in coordination with the 
Government of Bangladesh and the European Union. 

In order to ensure full compliance with the safety standards, 
factories have been mainly asked to do one of the following: 
conduct a Detailed Engineering Assessment (DEA), relocate factories 
in shared buildings, ensure fire and electrical safety by moving 
generator and/or substation outside the building, install fire doors, 
sprinklers and self-addressable fire hydrant system, and construct 
two-hour fire resistant walls, as and where needed. Factories 
inspected by Accord and Alliance are under specific timelines to 
achieve 100 percent compliance with these guidelines. 

The primary focus of the report is to describe the general 
performance of factories in the sample, delve into their compliance 
status at the time of their preliminary inspection through till current 
times, and identify the main challenges meeting compliance 
requirements. Most importantly, the intent was to survey factories to 
understand management’s perception on their ability to continue 
improving compliance following the exit of Accord and Alliance in 
2018, and whether they feel meeting compliance requirements will 
be rewarded in terms of continued business. 
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Methodology 
 
 
The survey consists of 27 questions aimed at gathering general 
information about the factory’s size, production capacity, financial 
status, export trends, inspections and their subsequent reports, cost 
of compliance, and about how suppliers feel about the remediation 
process, and the future of the placement of orders. 
 
The survey was circulated to factories of varying sizes in order to 
capture an overall picture of the remediation process, progress and 
reactions. It is worth highlighting that this is not meant to be a 
statistical study, but rather an attempt to capture some basic 
indicators and correlate them with the current environment 
perceived by factory management. 
 
The survey was available online for two weeks in the month of 
January for factories to complete. Factory management who were 
responsible for compliance related issues mainly completed the 
surveys. 
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Findings 

Sample Characteristics 
A total of 33 factories responded to the survey. These factories 
employ approximately 73,000 workers in total, with an average 
factory in this sample employing 2,225 workers and a monthly 
production capacity of 739,364 pieces. These factories represented 
a wide range of age – from 1 to 33, with the average age of the 
sample factory being 15 years (Figure 1). Factories in the highest 
revenue bracket are younger than 15 years. 

 
Figure 1 Age distribution of factories in the sample (years) 

In 2016, these factories exported approximately 28 million pieces. 
The majority of the factories in this sample (32 percent) earned 
between 15-30 million USD (Figure 2) with an average operational 
cost of approximately 13 million. As the self-reported turnover 
increased, the self-reported operational cost also increased (Figure 
3).  

 
Figure 2 Percentage of factories in sample, by revenue categories 
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Figure 3 Reported operational cost, by revenue categories 

Trends 
 
The overall growth rate since 2013 is approximately 4.8 percent. A 
closer look at numbers shows that factories earning a turnover 
between 5-15 million have reported a growth of 19 percent on 
average. Factories in the other revenue categories have all reported 
growth rates of around 1 percent, with the factories making less 
than 5 million USD reporting a negative growth rate. The graph 
below shows how the total number of pieces exported by factories 
in the sample has grown between 2013 and 2016.  
 

 
Figure 4 Total number of pieces exported by factories in sample between 
2013-2016 
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Buyers 
 
In this sample of factories, 44 percent of the factories have reported 
to be supplying to H&M. These factories also reported to be 
supplying for Walmart (19 percent), Primark (19) and VF 
Corporation (16).  

Corrective Action Plan (CAP) Findings 
 
Factories inspected by Accord and Alliance received reports known 
as a Corrective Action Plan (CAP). Preliminary inspection reports 
identified 85 percent of factories have problems in areas of fire 
detection and protection. 
 
Over 80 percent of factories were tagged with issues in the area of 
fire detection and protection. Three fourths of these factories belong 
to a category of factories that reported a turnover of less than USD 
15-30 million implying that factories earning more were generally 
financially capable of having dealt with these issues. Only one 
factory that earned over 30 million USD was identified as requiring 
retrofitting. Other issues identified in the sample of 33 factories are 
shown below in Figure 5.  

 
Figure 5 Percentage of factories whose inspection reports identified issue 
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The vertical axis indicates the percentage of factories. The figure 
shows that there is no discernible relationship between change in 
the number of findings and factories in the sample. Self-reported 
improvement, purely in terms of reduction in number of factories 
was highest amongst Walmart suppliers. 

 
Figure 6 Percentage of factories in the sample and the change in the 
number of findings in their preliminary and most recent CAP  

The 33 factories in this sample have approximately spent a total of 
USD 20,260,000 on meeting explicit compliance requirements. 
This does not include other implicit costs, such as production loss 
owing to relocation, ongoing remediation process in the factory, 
lack of migrating skilled workers etc. Average compliance cost 
translates to an average of USD 614,000 per factory.  Figure 7 
below shows that factories with a higher turnover generally spent 
more to meet compliance requirements. Factories in the highest 
revenue category were probably relatively compliant already, thus 
spending less on compliance.  

 
Figure 7 Reported cost of meeting compliance requirements, by factory’s 
reported revenue 
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Implementation Challenges 
 
Most factories reported multiple challenges in implementing 
remediation recommendations. It was clear that the implementation 
was an uphill climb for all the factories in the sample. Figure 8 
below reports most significant six impediments faced by the 
factories. A lack of funding to implement the changes was reported 
by 30 percent of the factories surveyed, followed by disruption of 
production reported by 27 percent of factories. Interestingly, 
financial challenges were not limited to only small factories. A 
couple of the largest factories (in terms of their revenue) also 
reported facing a funding crisis.  
 
While some factories were keen to address remediation issues, 
delay in the shipment of the imported items along with 
unavailability of materials and shortage of an experienced supplier 
as some of the challenges in implementing the recommendations. 
Sometimes remediation activities were constrained by delayed 
approval. Finally, lack of time allowed for both remediation and 
expertise, owing to inexperience in workers’ safety measures, 
impeded implementation of recommendations. This list of 
challenges indicates strong headwinds against which these factories 
faced abruptly in order to ensure full compliance.  

 
Figure 8 Percentage of factories and the self-identified challenges faced 
by them 
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Factories that reported that they had capacity to sustain and 
continue on the process of improvement, were generally larger, had 
higher turnover, and had been inspected for a longer period of time.  
 
Factories that reported that they didn’t have the capacity to sustain 
had been inspected for an average of approximately 2 years, 
whereas those that reported that they have the capacity to sustain 
had been inspected for approximately a year.  
 
Over 80 percent of factories that reported being able to sustain the 
improvement made are supplying to H&M and VF Corporation as 
shown below. The data shows that factories that had a larger 
turnover were supplying to H&M. And as such it is not farfetched to 
think that larger factories felt they were more capable of sustaining 
on the path of improvement. 
 

 
Figure 10 Percentage of factories reporting that they have the capacity to 
sustain and/or continue on the improvement process, by buyer they 
reportedly supply to. 

86 

67 
80 

50 

73 

H&M Walmart VF Corporation Primark Other Buyers 

Yes 
77% 

No 
23% 

Figure 9 Overall percentage of factories reporting that they have the 
capacity to sustain and/or continue on the improvement process 



11 

Will compliance be rewarded? 
 
Factories would be more likely to make long-term capital intensive, 
structural improvements if they could be certain that their buyers 
gave them assurance to reward their efforts in the near future with a 
higher price and/or more orders. Overall, 52 percent of factories in 
the sample reported having received assurances from buyers, vis-à-
vis long-term commitments. Generally, these factories were also 
larger in terms of the average number of workers, had a higher 
monthly capacity and a higher turnover.  
 
Of those factories that reported they had the capacity to sustain the 
process of improvement, 60% of suppliers reported that they had 
not received assurances from buyers. Sixty-four percent of H&M 
suppliers reported having received assurances from H&M vis-à-vis 
long-term commitments, with other suppliers reporting less 
assurance (33 percent) from various brands.  
 

 
Figure 11 Percentage of suppliers who reported that they had received 
assurances vis-à-vis long-term commitments, by buyer they reportedly 
supply to 
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Figure 12 Cost of compliance, by percentage of suppliers !

It was also important to determine if factory management felt as 
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future. 

 
Figure 13 Percentage of factories who reported an increase in order 
placement since the first CAP & projected an increase in the future, by 
the buyers they reportedly supply to 
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CAP and the most recent CAP may not be sufficient as a measure of 
improvement. Anecdotally, we know that many factories, 
subsequent inspections revealed more findings due to efficiency or 
improvement in the manner of inspection that yielded more 
findings. 
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Key Findings 
 
Before moving on to the recommendations, it is wise to summarise 
some of the key findings.  

• The average age of the factories surveyed was 15 years in 
2016, reporting an average revenue between USD 15-30 
million, has a monthly production capacity of 730,000 
pieces. It is also worth noting that factories in the highest 
revenue bracket are younger than 15 years.  

• The majority of the factories in this sample (32 percent) 
earned between 15-30 million USD. 

• The number of pieces exported in 2016 is 4.5 times what 
was exported in 2013.  

• Half of the respondents reported supplying to H&M.  
• Preliminary inspection reports identified 85 percent of 

factories have problems in areas of fire detection and 
protection. 

• The factories in the sample also reported having rectified 41 
percent of the issues identified in the preliminary CAP. 

• A lack of funding to implement the recommendations was 
reported by 30 percent of the factories surveyed, followed 
by disruption of compliance related production reported by 
27 percent of factories. Interestingly, financial challenges 
were not limited to only small factories. A couple of the 
largest factories (in terms of their revenue) also reported 
facing a funding crisis. 

• Three out of four respondents reported that they could 
sustain on the path of improvement without further 
intervention. Factories that had been inspected for a longer 
period of time were more likely to report that they could 
sustain. 

• Overall, 52 percent of factories in the sample reported 
having received assurances from buyers, vis-à-vis long-term 
commitments. Generally, these factories were also larger in 
terms of the average number of workers, had a higher 
monthly capacity and a higher turnover. 

• Only 36 percent of factories reported having seen an 
increase in order placement. A slightly higher percentage 
(48) are optimistic and reported projecting an increase in 
order placement. 
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Recommendations  
 

1. Though the initial impetus to improve baseline compliance 
came from external sources in the aftermath of the Rana 
Plaza tragedy, the RMG industry is seeing a gradual 
transformation towards a more compliant sector. This needs 
to be capitalised on so that the sector can move towards 
becoming self-monitored in the long run. 
 

2. The findings suggest that cooperation and rewards from 
buyers in the form of sustained order, periodic evaluation of 
compliance measures will be more conducive for these 
factories to achieve and maintain self-monitoring. That is, 
carrot, not the stick, to support the industry on its growth 
trajectory will be more effective. Efforts made by the industry 
demonstrate that there is a genuine interest and a 
momentum to improve safety of factories. Therefore, it is 
time to reward good practices and remediation for buyers 
along with implementing fair sourcing practices, which lead 
to better and fair products. 
 

3. Factories must also realise this is still a buyer’s market, and 
that they need to be more proactive in making compliance 
investments. The human capital and technology already 
exist, and suppliers’ job is to tap into that local knowledge 
base that has been created. It is time to self-audit and be 
introspective along with optimizing production capacity 
with better, value added products  Factories must also not 
also engage in a race-to-bottom price quotes, which 
indicates unhealthy competition. Instead factories should to 
go beyond the call of remediation and improve social 
dialogue. Their proactive approach will also help them 
command trust from buyers. 
 

4. Factories that are not deemed as large, or generating high 
turnover (anecdotally referred to Tier 3 factories) may need 
additional assistance from some of the key stakeholders, 
namely BGMEA, the Government of Bangladesh, or even 
other suppliers, in order to meet basic compliance 
requirements and in upgrading their factories.   
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Conclusion 
 

With remediation issues being addressed, Bangladesh has stepped 
into a new era of compliance and readiness. Therefore it is time for 
all parties to decide on a common course of action, so that 
Bangladesh has a new story to tell the rest of the world. This time, 
the story should unfailingly, be one of hope and success. This time, 
the story must be of sustainability and of journeying through 
challenges with optimism, vision and wisdom. Compliance is no 
more only a prescription; it is the most substantial means to an 
exciting tomorrow for the apparel industry in Bangladesh.  

 


