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“In the 19 months of piloting the
project has achieved success in
providing social protection to the
displaced women workers of the
garment sector. It would be
appropriate to uphold the

achievement of the project here.

The project located and profiled
about 10,000 disadvantaged women
workers, provided one to one
livelihood counselling to 3,385
workers to better inform them about
opportunities and re-integrated
approx 900 workers back into the
labour market through regular jobs
and self employment. This is way
above the average rate achieved by
other projects internationally. 1
congratulate all who were involved

in the project for this achievement.”

Ms Gete Ara Chaudhury, National Advisor (Hon'ble Minister,
Ministry of Women and Children Affairs, GoB) at the
concluding workshop for this project in December 2007.
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The economic and technological triumphs

of the past few years have not solved
as many problems as we thought they would,
and, in fact, have brought us new problems
we did not foresee.

- Henry Ford Il
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Traditionally, trade in textile and clothing has been regulated by several multilateral, bilateral and regional trade
agreements over the last four decades. However, 2005 marked the beginning of a more liberalized textile
market internationally with the end of the Multi Fibre Agreement in January.

In the emerging highly competitive export scenario, the apprehensions of negative impact on a country like
Bangladesh, were obvious and wide spread, particularly because the export of RMG accounted for 76% of the
total foreign exchange earned by the country and the sector employed about 2.2 million workers, majority being
women.

The Ready Made Garment sector witnessed a significant growth despite the obvious uncertainties following the
phase out of MFA in January 2005. While the woven segment posted a modest increase in export earnings of
13.3 percent, the knit wear grew at a phenomenal rate of 35.2 percent.

The rapid growth of the RMG sector has created tremendous opportunities in terms of employment and foreign
exchange. The Ready Made Garment is the country's largest employer second only to agriculture and is among
the few manufacturing sectors that arguably attract the highest influx of rural women migrants. Employmentin
the garment sector has empowered women, improved their living standards, increased their mobility and
enabled greater freedom and choices in their lives.

However, the pressure on prices of exported RMG products along with depreciating TK may force RMG factory
owners to squeeze expenditure on wages and welfare of workers and even force some to exit leading to
displacement of workers. This type of pressure on profits is likely to increase further due to increasing
bargaining power of the international buyers on account of issues relating to compliance to social and labour
standards.

It is also evident that within RMG, the structural shift is taking place from the labour intensive woven segment to
knit, which is more technology intensive. The lagging woven segment particularly the small and medium
enterprises are likely to face serious challenge for survival and job losses in the future that can not be totally
ruled out.

Out of an estimated 1.2 million people that are added to the total labour force every year, “Dhaka alone draws
about 300,000 to 400,000 migrants “mostly poor, making cheap labour available at very low cost. Though
retrenchments on a massive scale are not recorded in the sector the incidence of job loss or displacement
seems to be a commonly observed phenomenon particularly among the workers at the entry level or at the lower
level of the job ladder.

In addition to the external shocks from the macro economic environment there are also several challenges that
a female worker faces on a day to day basis. Barring the EPZ and a few A grade factories outside, most of the
workers continue to work without a contract and so are not able to claim the entitlements and the provision of
social protection instruments made available by the Labour Code 2006. Though an enterprise with more than
five workers is termed a 'factory' as per the Labour Code 2006, the terms of employment continue to remain
informal in the small and medium enterprises in the absence of any legal instruments or contractual obligations
both on the part of employers and the workers making the labour market volatile. On one hand the employers
struggle to accommodate a high labour turnover in an increasingly price sensitive market, on the other hand
workers find that the low wages coupled with a high rate of inflation makes it impossible for them to survive in
Dhaka.
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Often these workers who come to the urban settings take shelter in the slums close to the factories, where a
single room is shared by four to five workers. Most of the slums are illegal construction with limited access to
basic services like health, water, sanitation, electricity and education etc.

The absence of local administration makes the service delivery mechanism in these localities rather complex

with a dependency on para structures or middlemen. The workers also find themselves outside the coverage of

any formal social protection programme as they are considered economically active though they are often unable

to meet their basic needs. A low level of education, lack of any vocational skill, and access to information on
social services, shelter and public arrangements these workers often turn to
informal forms of support available within the community.

As a result the female workers move in and out of poverty as they constantly
face the threat of eviction, job loss or a marginal loss in income. Though the
Government revised the minimum wage last year the debate on the 'living
wage' for the RMG workers continues to be raised by the workers,
development partners, trade unions, non profit organizations and civil society
organizations.

It is well recognized that the lack of any social protection system will make their long climb out of poverty
extremely difficult. While the RMG sector wheels under the pressure of increased competition, steady decline in
prices, infrastructural and regulatory bottlenecks and greater demand on labour and compliance issues,
mandating the provision of welfare benefits by the employers for such a huge workforce might render the sector
unviable.

In an increasingly globalizing world as transition economies try to integrate into the world trade, social
protection has gained strategic importance in promoting equitable growth and reducing poverty by proactively
addressing the risks and vulnerabilities created by economic crises.

Social Protection has also gained its preeminence among policy makers as it shifts the focus from the traditional
poverty reduction techniques that concentrate on income loss and asset depletion to a more proactive approach
of identifying 'factors' that cause vulnerabilities and assisting governments and stakeholders in devising
preventive mechanisms to protect people from the poverty trap.

In this context, the Asian Development Bank offered technical assistance to the Government of Bangladesh in
2005, to develop a social protection system for the RMG workers to mitigate the risks arising from the expiry of
MFA and the changing international trade environment.

The Social Protection strategy and the pilot projects implemented during the course of this project lay emphasis
on practical initiatives at grass root level and huilds on utilising people or workers' own strengths and
information on markets. The concern in developing coping strategies and amelioration measures for the RMG
workers was that the displaced are without any form of social safety net support or compensation and it is
difficult to track them.

The project focussed on tracking the displaced RMG workers and setting up arrangement to provide counselling
and information on alternative means of livelihood, training, rental accommodation available social protection
schemes. More than that the objective was to create in the process reliable and comprehensive data base on
displaced workers in particular covering their social economic conditions, employment related issues, skills etc.
These activities were implemented by setting up local counselling centres in the residential clusters of RMG

workers manned by suitable staff and under the supervision and control of two selected agencies.
The implementation of these pilot projects, gave insights about the functioning of the labour market for RMG

workers, the pattern of coping mechanisms adopted by displaced workers and exposed the scale and depth of
vulnerability of these workers in general and displaced in particular.

ADB TA 4320 BAN Social Protection for RMG Sector



This further strengthened the initial conclusions of the strategy on medium to long term need for a
comprehensive approach for social protection and skill development of the RMG workers on the basis of
tripartite management, control as well as funding. Sustainability is one of the critical issues in developing a
social protection system for the RMG workforce as the coverage is extensive and therefore it calls for a
contributory, participative and tripartite system involving the Government, Employers and Workers.

It must be emphasized that in developing such a system a sector based approach rather an individual enterprise
based scheme is recommended. A Sector wide approach would ensure that the welfare and insurance
arrangements are not based on the individual enterprise but are managed by an industry, region or country wide
institution like the Labor Welfare Foundation.

In line with this two new pilot projects focussing on minimum level of educational attainment, skill development
and social insurance by adopting family of the worker as the unit is recommended.

While Bangladesh has falsified the gloomy predictions on exports of RMG following the abolition of quota system
from January 2005, it will be a mistake to take a complacent view for the future. We hope that the findings in the
Final report would invite a rapid response to a range of challenges presented by the changing economic and
global trade scenario at the national policy level and effective public private partnerships for the provision of
sustainable social protection.

A well defined social protection strategy which is accessible, affordable, preventive and promotional can become
an effective tool in delivering the RMG workers from the clutches of poverty.
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Introduction _

1.1 Background

The Ready Made Garment sector is the country's largest employer outside of agriculture, directly
providing livelihood to 2.2 million people and indirectly about 10 million workers. The rapid growth of the
RMG industry in Bangladesh since mid 1980s, remarkably improved the living standards of the female
workers. Specifically the employment in garment sector has empowered women, increased their mobility
and enabled greater freedom and choices in their lives. RMG is the only formal export oriented industry
within the manufacturing sector that has arguably the largest influx of rural women migrants.

Considering the importance of RMG for employment and foreign exchange earning in Bangladesh, the
challenges to the RMG sector in the post MFA period are challenges to the national economy and not only
to the sector alone.

However, the abolition of quota system in the RMG sector will have a negative impact on the factories and
the workforce mainly in the woven garments, a sub set of the RMG as well as on medium and small
factories. Closure of the woven RMG factories will affect the female workers adversely, as 70 per cent of
the workers employed in woven factories are women as against 35 per cent in the knit wear.

Post MFA, the developed countries will acquire monopsonic power as buyers of RMG providing
whereas there will be too many competitors among the suppliers of RMG. livelihood to

Increase in competition among sellers and stronger bargaining power of buyers imply
that the RMG sector will have to prepare for new competition by further increasing the -

labour productivity and compliance to the stipulated safety and labour standards.
million people
Although trade and labour issues are separate, the developed countries as buyers are
increasingly becoming sensitive on these labour and compliance issues before making
commitments on export orders.

During the past decade, the RMG industry met the increasing demand and competition by recruiting more
unskilled female workers keeping the costs low instead of investing in improved productivity and product
quality and value. Although the volume of RMG exports is still increasing in certain sub sectors like the
Knit and the Sweater industry the earnings are beginning to show signs of stagnation in sub-sectors like the
woven due to competition from lower cost producers. More than 1200 factories are either declared sick or
closed, the workers displaced, although no accurate statistics exists on the workers within these sick
factories. Evidence suggests that these retrenchments lead to high turnover in the labour market for the
garment workers and high transitory unemployment.

As the RMG factories improve their compliance to labour and social standards, the demand for more
educated workers will increase. In such case, the female worker s with primary or lower education will be
marginalized in lower occupations and lower wages or eventually displaced.

While the RMG industry has received much attention from the Government, International donors and
NGOs, with policy propositions on strengthening the industry and improving its competitiveness, the impact
that the ongoing global consolidation in the international textile market on the workers has largely
remained unnoticed.
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1.1

While the industry initiatives are likely to help both the industry and RMG workers substantially, the
preparedness to meet the challenges to mitigate the risks and vulnerabilities faced by the workers is vital
to improve the labour productivity and boosting the buyer confidence in the sector.

Further, it is observed that though the RMG workers are an economically active group they cannot be
categorised as non poor, with the cost of living in cities like Dhaka being high a little fluctuation in the
income levels can push them to near destitution levels. Looking to the nature of RMG sector and
employment, mere labour laws cannot ensure full protection, rather it only increases corruption. The
social protection of displaced female RMG workers would require a systematic approach to address a
range of issues and would call for timely action for supporting activities for preventing them from falling
back into poverty.

Loss of RMG Employment will have a cascading effect on employment and income in other allied informal
sectors like low cost rental housing, transport and a variety of other services and consumer goods markets,
indirectly affecting an employment of 10 million approximately. Therefore, Tripartite efforts are required
to ensure a'win win' outcome in the changed scenario of international trade.

The GoB is concerned with this issue and has shown interest on developing a social protection for RMG
workers. A long term view on social protection will involve devising preventive measures to protect them
from further slipping into poverty while consuming lesser resources and go a long way in addressing the
overall poverty reduction concerns in the country.

Scope of this Report

The Final Report summarizes the key elements of the Social Protection Strategy and intends to provide
key factors that need consideration in developing a long term policy on Social Protection based on the
experiences gathered from the implementation of pilot projects in second phase of the TA.

This report begins with a brief overview of the significance of the RMG as a sub sector of the Bangladesh
economy, the current status and performance of industry after expiry the MFA Phase. It then presents the
detailed description of the pilot projects and the findings on the impact of the changes in sector on the
female garment workers including number of beneficiaries, numbers of displaced workers tracked,
services provided, feedback from women workers and stakeholders and the details on costs and financial
arrangements.

The report finally concludes with the importance of a long term, sector wise approach on Social Protection
for the RMG sector and recommends the appropriate institutional framework necessary for
implementation. It includes a proposal for future activities to strengthen SP in the Garment sector to be
complementary not substitutive, possible products, needs costs, administrative, financial and
organizational requirements; implementation schedule, possible partners and stakeholders.

1.2 TheTerms of Reference

The ADB offered Technical Assistance in 2005 to the Government of Bangladesh, Ministry of Women and
Children Affairs (MOWCA) to develop and test various approaches for providing opportunities and
protection for workers who are retrenched or could be threatened by retrenchment as a result of the expiry
of the MFA. It wasalso envisaged that the TA will address the key problem of estimating the impact of end
of quotas on human resources, including the development of a 'tracking system' to identify retrenched
garment workers and to design possible social protection and re-employment measures suggesting a
mechanism appropriate for the Government, industry and workers.

1.3

Purpose and Qutput

The overall objective of the TA was to help the country reduce poverty by reducing the unemployment risks
by the anticipated contraction in the RMG sector after 2005 emanating from the changes in the
international trade environment and improving job opportunities for the female garment workers affected
by the MFA phase out.

Project Activities

The TA was implemented over a period of 24 months beginning from April 2005 to May 2007. The project
was extended for six months with no additional cost from June 2007 to November 2007 to continue the
assistance to vulnerable and disadvantaged women workers. The project had four major components
implemented in two phases. A brief overview of the various components within each phase of the project is
presented the Table 1 below:

Table 1 Project components and activities

PROJECT PHASE I Design
Project Activities

Components
A. Strategy for Garment Development of a suitable mechanism for tracking and
Workers identification of the target group paying particular attention to the
female workers.
Need assessment of the female workers in terms of skill
development, primary education, shelter, interest areas for a shift
into other sectors for re-employment,
status of existing social security measures .
Preliminary review of the labour market in order to identify
alternate livelihood activities suitable for reemployment and self-
employment for the female workers retrenched from the jobs.
Identification of the institutions or training resources available with
Government, NGOs and private sector partners.
Identification of NGOs or private sector organisations as well as
Govt initiatives that already have a network or outreach activities
among the RMG workers.
Establishing a Social Safety Net Cell to function as a TA
Implementation Cell within the DWA for the overall co -ordination
and management of the implementation of the pilot projects.
PHASE II
B. Labour Market Pilot Comprehensive re-employment support to displaced female RMG
Programmes workers.

Labour Information Exchange

C. Social Protection Pilot
Programmes

develop amelioration strategies and coping measures to provide
interim relief to the retrenched or displaced workers

Shelter support reduce vulnerability by helping the ongoing

shelter programmes and providing information on the available
shelter vacancies in the

Micro and group insurance ot saving, discretionary fund Study

and consult with the private sector to explore, the potential of such
schemes among RMG and other industrial workers.

D. Identification and
Documentation of
Lessons learned and
potential for scale up

Document the lessons learned progress made in re-employment
and social protection of female garment workers and discuss the
potential for scale-up of the pilot programmes with the
Government and Stakeholders in a final workshop.
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The activities carried under the project are broadly listed in:
Phase I or the Design Phase dealt with the development of a Social Protection Strategy and designing pilot

projects (The details of the first phase was presented in the phase 1 Final Report). The first phase focussed
on mainly on:

Diagnosis and Review

The main purpose for undertaking diagnosis and review of the existing scenario was to develop a sound
basis for developing a strategy for post-MFA human capacity development, employment and social
protection measures.The subsequent chapter summarize the existing situation in relation to:

 Current significance of the sector for the Bangladesh economy

 Projections made to date on retrenchment after the expiry of the MFA

 Current and projected employment data, and the wider implications in terms of the future
e Major risks for the economy and stakeholders

e Current state of preparedness and the initiatives taken by various institutions post MFA

e Need Analysis areas of vulnerability, priority of risks, desired services and appropriate method for
accessibility and service provision

Implementation Phase

Phase II or the Implementation Phase dealt with the implementation of pilot initiatives focussing on a
smaller target group restricted to select residential areas to provide amelioration measures and coping
strategies that would be best suited to the retrenched garment workers.The pilot projects were intended to
be experiments that would confirm the needs, risks, vulnerabilities of the target group and provide
important lessons for devising a sector wide Social Protection Programme for RMG sector as a whole
along with useful tools/implementation mechanisms for the GoB, for a possible roll out of the programme
at the National Level at a later stage. At the end of Phase 1 a TA co-ordination unit called the SSNP Cell
was set up within the MOWCA to manage the activities of the two pilot projects. This phase was
implemented from month 6 to month 30 of the project (including the extension period). The project plan
which describes in some detail our methodology for implementing the project tasks in figure 1 below.

Figure 1: Project Overview
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The four componentsin Phase 2 :

e Setting up of SSNP Cell for TA Co-ordination
 Appointment of NGOs to implement pilot projects
* Management of pilot projects

* Project Closure and sharing lessons within Bangladesh and internationally

Setting up of SSNP Cell for TA Co-ordination

The SSNP Cell was established to provide institutional support to the DWA and interface between the key
stakeholders the DWA, Nodal Agencies and the Retrenched Garment Workers for the effective and timely
implementation of the pilot projects for redeployment. The Phase 2 project manager was responsible for
the day to day management of the SSNP Cell. An internal workshop for the Phase 2 project manager and
the staff was organised to acquaint them of the best practices followed in the managements of projects and
also facilitating the project handover in the 6th month.

Appointment of NGOs

The first critical task in Phase 2 was to appoint NGOs or nodal agencies for implementing the pilot
projects. RFPs, TORs, terms of employment, reporting schedule including financial reporting for pilot

projects were developed in the design phase.The appointment of NGOs was completed by the end of month
6. AnInception Report for Phase 2 was issued in the month 6.

Management of Pilot Projects:

Following completion of recruitment of two Nodal Agencies in month 6, the pilot project implementation
commenced from month 7 onwards. The terms of employment of Nodal Agencies included regularly
reporting to the Project Manager Phase 2/SSNP Cell. The ASI team periodically monitored the

programme implementation and also provided advise on implementation.
Workshops, TA working committee, tripartite meetings:

The project was implemented in close co-ordination with the stakeholders as a participative approach was
critical for this project to succeed and also gain political acceptance. The Government is want to be seen as
taking steps to mitigate hardships.The four major workshops held during the course of the project are :

* Project Implementation Committee Workshop was held on 12th Sep 2005
* First Stakeholder Workshop was held at the end of first phase on 19th December 2005

* An Internal Workshop for handing over the project to the Phase 2 Manager and orientation of the Nodal
Agencies June 2006.

* Project Steering Committee Meeting was held on 25th February 2007
« Second Stakeholder Workshop was held on 22nd April 2007

* Final Workshop for presenting the Final Conclusion on the study was held on 10th December 2007.

Project Closure and Lessons for Long term view on SP for the RMG sector

A key aspect of this TA was to identify scale-up potentials of the pilot projects to cover a larger number of
garment workers, preferably develop a sustainable, financially viable Sectoral approach to Social
Protection for the RMG sector. The lessons learned from the pilot projects have been the basis for
developing a long term SP Strategy for the RMG sector and is presented in this Final Project Report.
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Global Perspective on International Trade
in textile and clothing sector: Post MFA

International trade in textile and clothing has played an important role in the
development process of many low and middle income economies as it is often a
stepping stone to industrialization and their subsequent participation in the world
trade. The textile and clothing sector is also a major source of employment being
second only to agriculture. In most developing economies, the textile and clothing
sector also holds the lead share in their merchandise exports.

Agreements in textile and clothing: historical perspective

Textile and clothing sector has received trade protection over the past four decades to levels unrivalled in

any other manufacturing sector. Trade in textile and clothing was regulated by the Agreement on Textiles

and Clothing (ATC) at the multilateral level, while bilateral and regional trade agreements typically link

the two sectors through rules of origin accompanying preferential market access (Hildegunn Kyvik

Nordas, 2004).” 1In the 1950s, five countries (Japan, Hong Kong, China, India and Pakistan) agreed to

Voluntary Export Restrictions (VER) on exports to United States. This was followed by a Long Term

a3 - I Agreement on international trade in cotton textiles (LTA) under the General Agreement on Tariff and
i Trade (GATT) signed in 1962. The LTA was renegotiated several times to include wool and other man

i
by » ' ” 1 I ™ Bl made fibres and hence came to be known as the Multi-Fibre Agreement in 1974 (see box 1.1).

Even after the conclusion of the Uruguay Round agreements in 1994 which marked the beginning of trade

= - - o e - — liberalization, several developed economies continued the imposition of trade restrictions to prevent
.{ e ™ market disruptions.
“’ N
ay | e L
B g . : - Box 1.1: AGREEMENTS THAT SHAPED THE TEXTILE AND CLOTHING TRADE

December 1955: Japan unilaterally restrains exports of cotton fabrics and clothing to the US

January 1957: Japan and US reach a five - year agreement lifting Japan's overall textile exports to the US.

November 1958: The UK signs a voluntary restraint agreement on cotton textile and clothing imports from Hong Kong,
China (SAR).

September 1959 : The UK signs similar restraint agreements with India and Pakistan

July 1961.: Agreement is reached on the Short Term Agreement.

February 1962 : Agreement is reached on the Long- Term Arrangement (LTA) to last five years
April 1967: Agreement is reached on the LTA to extend for three years.

October 1970: Agreement is reached to extend the LTA for another three years.

December 1973: Agreement is reached on the Multi fibre Agreement , to last four years.
December 1977: MFA extended for four years

December 1981.: The MFA is renewed for another five years

July 1991.: The MFA is extended pending the outcome of the Uruguay Round negotiations

December 1993: The draft final act of the Uruguay Round provides for a ten year phase - out of all MFA and other
textile quotas under the agreement on Textiles and clothing.

January 2005: Conclusion of ATC for complete integration of T&C sector into the multilateral trade system.

Source : Aggarwal, 1985;* Finger and Harrison, 1996°
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2.2 Trendinthe WorldTrade inTextile and Clothing Sector Post MFA

Although the world trade in textile and clothing was anticipated to expand after the removal of ATC quotas,
the 2005 trade estimates show only a 5 per cent increase in value terms as compared to the 12 per cent
growth in 2004, This is mainly attributed to an economic slow down in the developed countries and a
lower dollar exchange rate.

The developing countries as a group accounted for more than one-half of world exports of textiles and
clothing in 2004. Exports of textile and clothing continue to exceed the growth of agriculture exports in
many developing countries and in the aggregate for 2000-2004 period.

Textile and Clothing together, accounted for 7 per cet of the total world exports®. It is however important
to note that within T&C, more labour intensive clothing industry accounted for 57 per cent of the total T&C
exports ”.The export of Clothing on the other hand was growing at a faster rate than textiles. During 1997-
2004, textiles registered an average growth rate of 3.00 percent p.a. while, the export of clothing grew at
the rate of 5.9 percent p.a. during the same period. Developing countries accounted for about three-fourth

of the world clothing export. .

Eveninthe earlier years, between 1990-2002, exports of clothing had grown at the rate of 5.3 percent p.a.
as against 3 percent p.a. growth in textiles. Also, the growth rates in export of clothing experienced by the
developing countries, were slightly higher than the overall rates i.e 5.3 per cent for textiles and 6 per cent
for the clothing during 1997-2004 ©.

However, there are major players with comparative advantages in export of clothing, even among the
developing countries. From 2008 onward, the removal of quotas imposed as safe guard measures on export
from China for example will provide unrestricted access to the markets of the developed world. For a
country like Bangladesh, it will be a real challenge to retain competitive edge, unless the already identified
constraints relating to policy, infrastructure, backward and forward linkages, are addressed decisively and
quickly. The table 2.1 below shows the trend in the world export in clothing and the performance of top 10
countries.

Table 2.1: Trend In World Export s In Clothing By Top 10 Countries (Us $ Million)
Country 1990 2000 2001 2004 1990-04 per cent per cent
per cent world world
change trade trade
1990 2004
China 9669 36071 36650 61856 540 9 24
Hong Kong 15406 24214 23446 25097 63 14 10
Italy 11839 13384 14220 17925 51 11 7
Germany 7882 7320 7444 11221 42 7 4
Turkey 3331 6533 6661 11193 236 3 4
France 4671 5414 5469 7865 68 4 3
Mexico 587 8631 8012 7197 1126 1 3
India 2530 6179 5484 6620 162 2 3
Belgium 6375 3941 4206 6295 - 0 2
Us 2565 8629 7012 5059 97 2 2
World 108129 197498 194490 258097 139 100 100
Sonrce : The Asian Drivers And SSA: MEA Qnota Removal And The Portents For African Industrialization, Raphael
Kaplinsky, Institute For Development Studies, University Of Sussex And Centre For Reseanh In Innovation Management,
University Of Brighton, U.K; Mike Morris, Policy Research On International Services And Manufacturing, Saldrn, School
Of Economics, University Of Cape Town, April, 2006”

Sub-Saharan Africa 15 17

The world exports of clothing increased by 139 per cent between 1990 to 2004. China is by far the biggest
exporter and experienced 540 per cent increase in the export of clothing in the same period. Turkey, India
and Mexico also experienced higher growth rates in exports than for the world as a whole. However in
comparison to China, these as well as the other exporters of clothing are very small players. Even in 2004,
the share of India in the world clothing exports was only 3per cent; .the shares of Turkey and Mexico were
4per cent and 3per centrespectively. Some developed countries, who are still the exporters of clothing,
have low and declining share in the world trade of clothing.

The 1990s recorded a major shift in the export market shares from the European countries to Asia during .
While Germany was the largest exporter of Textiles (SITC code 65) in 1990 through 1996, China has
taken over as the leading exporter by 1997 and has continued to expand its market share to about 13 per
centin2002 “%.

China's exports of textile and clothing grew by 21 per cent in 2005 taking its share to a new peak of 24 per
cent in 2005 if EU (25) intra-trade is included and 31 per cent if EU (25) intra trade is excluded. China's

share in the world export in 1990 was only 9per cent .

Areview of US imports in 2005 (see Chart 1), show that besides China - seven suppliers (five in Asia - India,
Indonesia, Pakistan, Bangladesh and Cambodia - plus Jordan and Peru) expanded their shipments at
double digit growth rates, while high income developing economies in East Asia recorded a drop of 17
percent in their exports to the United States.

Chart 1: US imports of Textile and Clothing by country and region, 2005

Value Percentage change
World 6
Peru | 09 18
Jordan 11 13
Malaysia 14 1

Turkey 1.7 9
Cambodia 18 19
Sri Lanka 18 6
Philippines 2 0
Bangladesh  |u——-. 2.7 | 18
Thailand 2.7 -1
Viet Nam 3 5
Pakistan 32 13
Indonesia 34 18
Canada 35 -6
India 54 25
EU (25) 5.8 -3
Mexico 8.1 6
East Asia (4) b 94 17!
CAFTA(+)a 9.6 -4

China 212

Source: US Department of Commerce, Bureau of Census, International Trade Statistics (2005)

1n

The competitors in the world trade in clothing have also to face challenges of different types. For example, in
developed countries, textiles and clothing products show a declining share in total consumption expenditure and
the ageing population tend to be more conscious about the value of money in their purchases.

Further, a substantial incremental growth in the exports will depend on the rising purchasing power of the vast
population in the developing world.
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On the other hand the consumers and the governments in the developed countries are now becoming more
conscious, about the use of child labour, exploitation of labour in manufacturing and about the impact on
the environment. Also, at the upper end of the product range, design and fashion acquire prominence and
the entry into these niche markets, is highly competitive.

The prospects of taking advantage of expanding world trade in clothing will depend on the composition of
the industry in terms of different active segments within the industry. On one hand the T&C sector can have
a segment that can be highly labour intensive, low wage industry, characterized by semi-skilled and
unskilled labour. In this segment however, subcontracting arrangement with informal enterprises are wide
spread and to that extent it becomes vulnerable also. The segment produces standard products of low value
on mass scale.

A dynamic and innovative segment in the industry is characterized by modern technology, relatively well
paid workforce, and flexibility in design etc. The producers in this segment have competitive edge in
producing designs, which capture the tastes and preferences of the high-end consumers. The developed
countries occupy prominent position in this segment.

2.2.4 The Safe Guard measures on China

Safegquards are import restrictions imposed on a country for a limited duration and extent that provide the
domestic producers to adjust to the surge in imports. China's accession agreement in the WTO contains a
safeguard clause that allows some WTO members, including the US to impose time limited restrictions on
growth of specific textile and apparel imports from China.

The China textile safeguard provides a mechanism for limiting growth in imports from China in certain
circumstances thus helping to avoid market disruption and facilitate orderly adjustment to China's growth
as a source textile and apparel products. When a member finds that imports of specific textile and apparel
products from China are 'due to market disruption, threatening to impede the orderly development of

trade' in such products, it may request consultations with China, and at the same time impose quota limits.
When making such a request, the member is required to provide China with a detailed statement of reasons

and justifications that demonstrates the existence or threat of market disruption and the role of Chinese
imports in that disruption. Unless China and the importing country reach an agreement on another
satisfactory solution within 90 days, the quota remains in place.

The four requests that the United States has decided upon thus far have demonstrated that once removed
from quota restrictions, imports from China can rise rapidly and significantly disrupt U.S. markets. The
extent to which vigorous application of the China-specific textile safeguard will assist US producers or
create opportunities for other exporting nations is unknown, and in any case, the safeguard is only
available through the end of 2008.

After 2008, the WTO members concerned about the effects of rapidly increasing or unfairly traded
Chinese-origin textile and apparel products will have to rely on other import relief mechanisms. Other
WTO agreements (and U.S law) provide a number of possible alternatives, including other safeguard
mechanisms and antidumping duties.

2.2.5 The Emerging Profile of the RMG industry in Bangladesh

The Ready Made Garment sector in Bangladesh is a sub sector of the textiles & clothing sector, primarily
with three industry segments - woven, knit and the sweater industry. It consists of a range of
manufacturing activities and processes generally integrated by backward and forward linkages. This
includes textiles, handlooms, processing and printing, dying, woven and knitwear, embroidery and spinning
and pressing of cotton etc. Thus, the work force engaged in these activities have different occupations such
as preparation of textile fibre, spinners and winders, weaving and knitting machine setters and pattern card
preparers; weavers and related workers, knitters, sewers and embroiders, etc.

The woven and knit wear & apparel segment (RMG) within the textile and clothing derived its pre-
eminence inthe Bangladesh economy, as it is the largest foreign exchange earner and exporter.

Bangladesh's RMG sector is dominated by the woven segment with a two-third share in total RMG exports.
However, the share of knitwear in the RMG sector has continued to grow over last fifteen years from 2.4
per cent in 1990 to 37.8 per cent in 2004. Nearly half (47 per cent of the total RMG factories, consist of
woven garments while the Knit wear and Sweaters factories together make up the other half of the
industry. The Knit and Sweater segments have grown very rapidly over the last decade. Approximately, 82
per cent of the RMG factories are located in Dhaka region; 18 per cent are located in Chittagong region.

The minimum employment ina RMG factory is as low as 18 while the maximum was about 7600 workers.
The average employment in RMG factory was 438 workers. Among 3560 RMG factories, 1495 or 42 per
cent factories are mainly knitwear, 47 per cent are woven garments factories while 11 per cent are making
sweaters. (SeeTable 2.2 below)

Table 2.2 : Structure of RMG Industry.

Garment Number of firms | Share (per cent) Employment
Category (adjusted)

Woven 1673 47 836500
Knitwear 1495 42 747500
Sweaters 392 11 337120
Total 3560 100 1921120
Source: The World Bank, Bangladesh Development Series, Paper no 2, Dec, 2005.?

Nearly 36 per cent of the factories were involved in making trousers, jeans, shorts, slacks, ski pants and
shirts. 30 per cent produced dress shirts and shirts. Nearly 28 per cent produced jackets, rain wears,
windbreakers, wind suits etc.
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Employment Levels

There are 54 RMG factories (both woven and knitwear) employing about 94000 workers located in
Export Processing Zones (EPZ) most of which have direct export business and also provide reasonable
working conditions and other benefit to workers.

However, the remaining RMG factories are outside EPZ with women forming a large majority of the
workforce. Often these factories are found to be at a disadvantage in terms of resources, efficiency and
quality of products and are sub contractors with large factories.

Out of the total employment of 2.2 million in RMG, 0.84 million are in woven while 0.88 million are in knit
and sweaters. Further at least 1.00 million workers are engaged in accessories and linkage industries
while only 1per cent of the firms operate in EPZs and 63 per cent among them have foreign ownership.
These firms use modern technology and have high labour productivity.

Firm level data from Export Promotion Bureau (EPB) also reveal that the employment in 2387 firms add
up over 1.2 million or 60 per cent of the total employment. In other words, 0.8 million of the RMG
workforce are employed in firms that are mainly subcontractors. Further, top 650 firms which accounted
for 81 per cent exports employed 411,000 or 21 per cent of the total workers while the remaining 1737
firms that exported only 19 per cent, employed about 790,000 workers or 40 per cent of the total. This also
means that workers in these factories have low productivity and are likely to face exploitative practices by
the employers.

Box 2.2: THE QUOTA ADVANTAGE

The expansion of export oriented Ready Made Garments (RMG) sector depended significantly on quota system of
MFA and special treatment given to domestic entrepreneurs by GOB in import of capital goods and easy availability of
cheap labour force. From a modest export of US $ 0.01 million worth of knitwear in 1973, the total value of knit wear

and woven garments exports stood at US $ 5686.09 million in FY 2004. The RMG sector exports accelerated in
1990 and its share in the total exports of the country accounted for 75.66 per centin FY 2000. In FY 2004, the RMG
exports accounted for 74.79 per cent of the total exports and 80.70 per cent of the total manufacturing exports from
the country

Predictions and Prognosis of Bangladesh RMG Before 2005

In the emerging highly competitive export scenario, the apprehensions of negative impact on a country like
Bangladesh, were obvious and wide spread, particularly because the export of RMG accounted for 76per
cent of the total foreign exchange earned by the country and the sector employed about 2 million workers,
80per cent of whom were women.

Further the US Trade and Development Act, 2000 provided zero tariff access to Sub-Sahara African
countries (SSA) and to Caribbean Basin Initiative countries. However the tariff rates for Bangladesh
exports of RMG in the US market remained at 16.5per cent. Similarly, the zero tariff status granted to
Mexico, under NAFTA, would exert downward pressure on prices of exports from Bangladesh to US

market and to the European markets *.

Most of the studies which had attempted to assess the impact of quota withdrawal had depicted a grim
scenario suggesting a fall in export of RMG and loss of employment in Bangladesh. (See Box 2.3 below)

Box 2.3: SECTOR STUDIES IN 2004 ON THE IMPACT OF MFA EXPIRY:

Various attempts have been made by different Government and non-governmental institutions and individuals to ascertain
the extent of retrenchment within the RMG sector since January 2005. The GoB had established a Garment Employees
Retraining Cell in the Export Promotion Bureau (EPB) for registering the retrenched workers. However no retrenchment was
reported during January-June 2005 and hence funds allocated remained unutilized. The results from the studies
undertaken by other agencies, highlight the complexities to predict the future employment scenarios in the RMG sector.

13)

Gherzi Study had predicted that other things being given, the export of RMG may fall by US$ 2billion.
The Study conducted by the WTO © predicted that the share of Bangladesh clothing exports in the US market would decline
from 4per cent to 2per cent in the post Agreement on Textile & Clothing (ATC) period; however, it predicted that the

percentage share of RMG exports from Bangladesh in European markets will increase from 3per cent to $4per cent as the
country enjoyed duty free access to European markets.

Siddiqur Rahman Chowdhury and Mohammed Gulam Hussain in their paper “Post MFA issues and challenges: Social
Dimension (August 2005) have argued that despite predictions of loss of jobs ranging from 0.3 to 1 million as a
consequence of MFA phase out, there are no reports of job losses during the first six months of post MFA phase out. ©

Bazlul H. Khondoker, Abdul Razzaque and Nazneen Ahmed in their paper “Exports, LOSS Of
Employment and working conditions: Emerging issues in the post MFA RMG industry” (a

||
paper prepared for the ILO July 2005) argue that post MFA export trends are likely to 0 bs
influence employment and working conditions in the RMG sector. “¥ j

In this context, the authors have pointed out that the exports of the woven products ranglng from
have actually declined by 6.6% after January 2005 compared to the export earnings of 0 3 to 1
January- May 2004. In contrast knitwear products experienced robust growth in exports u

of 32.5% over the same period. Thus, the net employment reduction in the RMG sector LT H

as a whole is likely to be lower than predicted numbers. m I I I Ion

However, the labour intensity of knitwear is much lower than that of the woven segment

of the RMG. In the fiscal year 2004 the knitwear segment employed 0.5 million workers with an export earnings of US $
2148 million; On the other hand the woven segment of the industry employed 1.3 million workers and earned $ 4296
million in exports.

UNDP sponsored sample study

The UNDP sponsored a sample study of 35 small, medium and large RMG factories composed of 12 factories in woven
products, 11 in knitwear and the rest of mixed type. A major finding was that 57% of the sample factories did experience
increase in price competition and were required to accept price reduction of up to 25%, however there was no reduction in
employment in any of the factories in the sample. On the contrary, 19 entrepreneurs hired more workers during the period.
Due to changes in the order bookings the employers may continue with some excess workforce if new orders are expected
shortly rather than remove workers and search them again. It is also because the orders of exports under execution were
received long back and in order to meet the dead line actually more workers were needed. “®

About a half of the sample entrepreneurs (19 out of 35, i.e., about 54 per cent) was also expecting drop in product prices in
the remaining months of 2005. More woven sector entrepreneurs (7 out of 12 or, 58.3 per cent) compared to their knit
sector counterparts (6 out of 11 or, 54.5 per cent) reported their anticipation about reduced prices of their products in the
near future. Also, a half (6 of the 12) of the entrepreneurs of mixed RMG enterprises were of the view of increased market
and price competition leading to decreased product prices some time laterin

the year.
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It can be observed from Table-2.3 that, the price per unit of product for woven (US$ 47 / Doz) as well as for
the Knit wear (US$28.5 /Doz.) remained unchanged during 1997-2001 except during 1997-98 for woven,
when the price was lower to US$43.35 per dozen .

Ministry of Commerce, Government of Bangladesh

The GOB, Ministry of commerce in their document entitled: Post MFA Action Program (PMAP) highlights the nature of RMG
units. According to the document, about 80% of the RMG units are small and medium in size. Most of these enterprises are
using old technology resulting in low productivity and poor quality. They hardly have any competitive edge in the
international markets. Although the document does not give any figure of likely job losses, cites studies predicting 30-40%
reduction in the RMG sector business in post MFA scenario.

However, from 2001-02 export prices for both the categories of products had
fallen by about 15per cent. Prices of woven garments remained between US$
39-40/doz, while for Knit were price was US$ 23.50/doz.

Between FY2001-02 and FY2004-05, the quantity of exports of woven RMG
increased from 77055 thousand dozens to 92262 thousand dozens or by
19.73per cent. The realized dollar value however increased slowly from
US$3124.56 millionto US$3598.20million or by 15.14per cent.

IMF Study

A study by international Monetary Fund (IMF) titled “The End of Textile Quotas: A case study of the impact on Bangladesh ”
by Monttort Mlachila and Yongzheng Yang, Policy Development and Review department, IMF concludes that “Bangladesh
could face significant pressures on its balance of payments, output and employment when Quotas are eliminated.”(5). It
estimates that the RMG employment may contract between 2.1 per cent to 7.7 per cent and GDP may contract between As for the Knit wear, the quantity exported during the same period increased
0.3 percentto 4.1 percent. *° from 63390 thousand dozens to 120131 thousand dozens or by 127.65per

cent. However, the realized dollar value increased by 72.37per cent during the

same period. Though an increase is observed inthe volume and value of exports there is a constant decline
in the prices each year. (Table2.3). This could have a negative impact on the workers, adjustments in
labour costs being one of the easier measures to accommodate the decline in prices for the industry to
remain competitive in a globally price sensitive market.

Performance of RMG Sector After 2005

The performance of export of RMG from Bangladesh is analyzed on the basis of the data for initial few
months, between January-June 2005 and subsequently available data for the period July-March 2005-06
and July- March 2006-07. However, in order to provide a perspective on the export performance, the data
for the period 1997-98 to 2004-05 is examined first. (Table-2.3)

Performance of Exports of RMG in first few Months of MFA Phase out

The data in Table-2.4 show the performance of RMG exports from Bangladesh in terms of value (US$M)
during January-June 2004; July-December2004; and during January-June 2005.

Table 2.3: Trend in Value, Volume and Unit Price of export of RMG from - - -
Bangladesh between 1997-98 to 2004-05 P Table2.4: Trend in exports Of Textile and Clothing (T&C) products from
Bangladesh
Product| Value, 97-98 98-99 99-00 00-01 01-02 02-03 03-04 04-05
Volume, Product | Jan - July- | Jan-Jun | July - Dec Jan - June Jan - June
Unit Price June Dec 2005 2004 over 2005 over July | 2005 over
Woven | M Dollat, 2843.33 | 2984.81 | 3082.56 | 3364.20 | 3124.56 | 3258.27 | 35338.07 | 3598.20 2004 2004 Jan - June - Dec 2004 Jan - June
000 Dozen | 65590 | G4789 | 66636 | 712181 | 77055 | 82835 | 90488 | 92262 2004 per cent 2004
%)uar 4335 | 4607 | 4626 | 4706 | 4055 | 3933 | 3910 | 39.00 pet cent cHange pet cent
: o2en change change
Knit M Dollar 940.31 | 1035.42 | 1269.83 | 1496.36 | 1459.24 | 1653.83 | 2148.02 | 2819.47
Wear | 000 Dozen | 32604 | 36665 | 45270 | 52536 | 63390 | 69178 | 91600 | 120131 Woven | 186246 | 1823.63 | 1774.57 -2.04 247 ~4.67
Dollar/ 2884 | 2824 | 2805 | 2848 | 23.02 | 2391 | 2345 | 2347 Kanit 1130.95 | 1402.34 | 1417.13 +2.04 +1.07 +25.29
Dozen wear
Source: Bangladesh Export Statistics, 2004, Export Promotion Burean, Bangladesh. (") Others 124.71 121.60 10010.54 -2.16 -9.07 -11.34
Total 3118.12 | 3347.57 | 3302.24 +7.38 -1.37 +5.90
Source: Siddignr Rabman Chondbury and Md.Ghulam Hussain Post-MEA Issues and Challenges: Social Dimension,
Enhancing Employment and Global Competitiveness through Decent Work: Post-MEA Challenges and Opportunities,
August, 2005.%)
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During the first six months of 2005, after the abolition of the quota system, exports of Textiles and Clothing
increased by 5.9 per cent over the corresponding period of six months, January- June 2004.

Performance of Exports of RMG
between July - March 2005-06 to July - March 2006-07.

However, during the first half of 2004 over the corresponding first half of 2003, increase in exports was
much higher i.e 18.69 per cent. Also, the growth of exports of Textiles and Clothing during July-December,
2004 over January- June 2004 was 7.38 per cent but it was negative in January-June 2005 over July-
December2004 i.e.-1.37 per cent.

Exports of both woven and knit wear increased over the corresponding period of July - March, 2005-06 by
23.76 per cent and 29.69 per cent respectively. It will be observed that the knit wear exports were
consistently vibrant during 1-2 years before or after the quota abolition in December, 2004 (Table: - 2.5
below). Moreover, in July - March, 2007, the value of exports of knit wear became almost equal to the
value of exports of woven garments. The knitwear segment also experienced robust growth rate in all

What is striking is that in all the three half-yearly periods (January - )
markets in pre and post December 2004.

June, 2004; July - December, 2004 and Jan- June, 2005) exports of
woven garments have declined. The decline was 4.67 per cent during
Jan-June, 2005 over the previous corresponding period of 2004 and
was negative by -2.47 per cent over the previous 6 months July -
December, 2004 and was negative by -2.04 per cent in the second half
of 2004 over the first half (Table 2.4)

Table 2.5: Petformance Of Exports Of RMG from Bangladesh During July -
March 2005-06 And July - March 2006-07 (Million TK)

Sub sector | July - March 2005-06 July - March 2006-07 per cent change
In contrast, the exports of knit wear registered note worthy growth of WO_VCH 19631 24217 +23.36
25.29 per cent during January - June, 2005 over the corresponding 6 Kanit Wear 17764 23039 +29.69

Source : Excport Promotion burean , Dhaka U.S. Dollar = July - March 2006-07, TK 69.08 | U.S. Dollar = July -

months of 2004. Even in comparison with the immediate preceding 6
March 2005-06, TK 66.21

months (July - December, 2004) exports of knit wear increased by 1.07
per cent while, the growth in the second half of 2004 (July - Dec, 2004)
over the first half of 2004 was also positive i.e. 2.04 per cent.

Exports of T&C by Destination

The Textile and Clothing (T&C) exports from Bangladesh during January - June, 2005 over the
corresponding period of 2004 registered positive growth rates in all destination. It is remarkable with
7.13 per cent to US and 4.05 per cent in Canada. The growth of exports of EU market was the lowest
namely 1.40 per cent.

Table2.6: Exports of Textile and Clothing (T&C) from Bangladesh by
Destination (In million USD)n million USD)

Country | Jan-June July - Dec Jan - June July - Dec Jan - June Jan- June
2004 2004 2005 04 over Jan | 05 over July 2005 over

- June 04 - Dec 04 per | Jan-June 04

per cent cent change per cent

change change
E.U 2049.68 1998.24 2078.87 +2.54 +4.05 +1.41
US.A 840.90 1016.90 780.64 +20.92 -23.20 +7.13
Canada 147.98 168.30 154.39 +13.51 -8.33 +4.05
Others 79.56 164.13 288.34 +105.0 +75.61 +260.0
Total 3118.12 3347.57 3302.24 +7.38 -1.34 +5.90
Source: Siddigur Rabman Choudbury and Md.Ghulam Hussain:Post-MEA Issues and Challenges: Social Dimension,
Enhancing Employment and Global Competitiveness through Decent Work: Post-MEA Challenges and Opportunities,
August, 2005.

However, over the immediate previous 6 months (July - December, 04) exports to E.U increased by 4.05
per cent as against the decline of -23.20 per cent to US and -8.33 per cent to Canada. The over all export to
E.U during the second half of 2004 over the first half was again the lowest. These rates were significantly
positive for US, Canada and other markets. (Table: 2.6 above).
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Current Initiativesin the Sector to Meet the MFA Challenge

The GOB in Collaboration with the stake holders Ministries, International agencies and NGOs have
designed and are in the process of implementing a wide range of projects and programs with the objective
of strengthening the competitive position of the RMG sector, meet international standards for social and
legal compliance and improve the welfare training, productivity of the RMG workers.

The international agencies including the ADB and the World Bank, ILO,
GTZ, DFID, UNDP etc actively participated in supporting the GOB
initiatives for the RMG sector. This included training, productivity
improvement, labour and social standard improvement in factories,
retrenched workers social safety net program etc. It was note worthy
that all this initiatives were developed in a tripartite manner in which
the employers organizations played very useful role.

The Ministry of Commerce set up Skill and Quality Development
Program and decided to go for an enormous expansion of training at all
levels following the findings of the Gherzi study. “*

Post MFA Action Program (PMAP) was prepared by the Ministry of
Commerce with a schedule to implement it in five years.

Distress Workers Rehabilitation Program (DWRP) was set up to provide Social Safety Net support to the
retrenched RMG workers. The Ministry Of Commerce was lead agency and this component was in the
action promotion bureau. Focusing on the weakness of small and medium enterprises in the sector, it was
sought to enhance the quality and skill standards in different areas of SMEs.

The Ministry of Textile and Jute extended support to primary textile sector and similarly, the program to
develop skill and give other support to weavers, artisans, designers was develop. Forward linkage
industries also received the support.

A National Coordination Council (NCC) headed by the principal secretary to the Prime Minister was found
in July, 2004 for overall policy. It emphasises the need for more investment support to export oriented
textile industry, fund for skill development and setting up of effluent plant facilities. The decision was also
taken to lobby for duty - free access to US market etc.

Keeping in view the growing pressure form the buyers on labour and social issues, the GOB setup Social
Compliance Forum and a multi stake holders forum for interaction was also setup.

GOB Budget 2007

The budget for FY 2007 proposed an additional allocation of Tk 935 crore for social safety and
employment reduction programmes, which is 1.5 per cent higher than the previous budget allocation. This
allocation for social safety net is for expansion of existing programmes only. However, the fund already
allocated still remains unutilized.

In FY2007 a proposal was made to allocate an additional Tk 30 crore to the fund for the programme
introduced in FY 2005 on Retraining and Employment of Voluntarily Retired/Retrenched
Employees/Laborers. The details of the some of the formal social safety net programmes are given in
Table 2.7 below:

Table 2.7 : Social Safety Net Schemes Sponsored by the GOB

Existing Programme FY 2006 | FY 2007 | Growth %

Old Age Allowance 324.00 384.00 18.5

Allowances programme to the widowed, | 135.00 156.00 15.6

Deserted and destitute women

Honorarium programme for insolvent 42.00 60.00 42.9

Freedom fighters

Fund for mitigating risk due to natural 75.00 30.00 -60
Disaster
Fund for rehabilitation of the acid burnt | 20.00 10.00 -50

Women and the physically handicapped

Fund for the housing of homeless 75.00 50.00 -33.3
Programme of assistance to the fully 25.00 40.00 60.0
retarded

Seasonal unemployment reduction fund 55.00 55.00 0.0

Retraining and employment of voluntarily | 50.00 30.00 -40.0

Retired/retrenched employees/ laborers

Development fund for Ready Made 20.00 20.00 0.0

Garment workers

VGD, VGE, Food for works Programme | 100 100 0.0
Test Relief and Gratuitous Relief (GR)

To meet emergencies due to natural

disaster

Total 921.00 935.00 1.5

Source: Centre for Policy Dialogne, 2007.(V
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Box 2.4: FORMAL SOCIAL SAFETY NET PROGRAMS:
PROVISION AND FINANCING

Safety net programs in Bangladesh roughly cover below 10 per cent of poor
individuals and are administered by a large number of agencies. GOB spends the
equivalent of less than one percent of GDP on the safety net programs. The
expenditures on social safety net programmes show a declining trend which . The
ratio of expenditures on safety net programmes as a percentage of GDP and public
expenditures has been declining While expenditures on social sectors (including
spends on other social protection programs as well as on education and health)
have remained fairly constant since the mid- 1990s in the range of 3.5-4 percent
annually, safety net expenditures social sector expenditures, down from indicating
crowding out of social assistance.

Source : The World Bank, Bangladesh Development Series, Paper No. 9,January, 2006."

2.2.6 Challenges Ahead for the RMG Sector in Bangladesh

¢ While Bangladesh has falsified the gloomy predictions on exports of RMG following the abolition of

quota system from January 2005, it will be a mistake to take a complacent view for the future.

» As mentioned earlier, the restrictions on trade imposed, as safe guard measures on countries like China
will also be removed by 2008. This will give China the opportunity to make use of its full potential for

exports of RMG hurting the interest of smaller countries like Bangladesh.

e Pressure on prices of exported RMG products along with depreciating TK may force RMG factory
owners to squeeze expenditure on wages and welfare of workers and even force some to exit leading to

displacement of workers.

 This type of pressure on profits is likely to increase further due to increasing bargaining power of the

international buyers on account of issues relating to compliance to social and labour standards.

» While the GOB will make every effort for duty free access to the markets of the developed world, some of
the least developed countries as in Africa are likely to be on priority for the U.S and the E.U for allowing

duty free access to the products from these least developed countries than from Bangladesh.

* Inthe situation of heightened competition, the competitive edge will also depend on how best integration

isachieved in the backward and forward linkages in the RMG sector.

e [t will also depend on how prompt and efficient support comes from national policy and infrastructure.

e [t is also evident that within RMG, the structural shift is taking place from woven to knit. The lagging
woven segment particularly the small and medium enterprises are likely to face serious challenge for

survival and job losses in the future that can not be totally ruled out.

* It would therefore better to be prepared for the risk should they happen rather than wait for them to

happen and search for mitigation strategies.

Pilot projects on Social
Protection for the RMG workers

The Social Protection strategy and the pilot projects implemented during the course of this project
lays emphasis on practical initiatives at grass root level and huilds on utilising people or workers' own
strengths and information on markets. Simultaneously, in developing the Social Protection Strategy it is
recognised that employers need flexibility in adjusting the workforce under fluctuating and competitive
markets.

The proposed strategy emphasises the provision of social protection through income generation by
developing livelihood competences thereby mitigating the risk of job loss.

The pilot projects were set up to test and evaluate the various approaches and amelioration measures
appropriate for the women workers affected by the external shocks experienced by the RMG sector.
Economic empowerment and access to information on the 'help' or initiatives available in the sector was
cited as the foremost and fundamental need by the workers.

The objective of the pilots was to facilitate their transition into alternative avenues of gainful employment
or participation in income generating activities through self - employment. The programme was a short
term assistance put forth by the ADB before the MFA phase out, to assist MOWCA in helping the job losing
women workers cope with the impending crisis. The target group was restricted to women retrenched or
displaced workers after January 2005.

The pilot projects were intended to

a) create a timely response for facilitating the re-integration of the
displaced workers into the labour market should the sector shrink after
2005 as predicted

b) design an effective mechanism for tracking the target group
¢) identify the risk and vulnerabilities of the workers in the RMG sector and

b) draw out lessons from the pilot projects to be incorporated into a long
term SP Policy for the sector asa whole.

In developing Coping Mechanism and designing Pilot Projects, the

consultants undertook detail consultation at all levels that included meetings and focus group discussions
with beneficiaries and stakeholders - working and retrenched female garment workers, employers, NGOs,
CSO0s, trade unions, ministries and government departments, donors, academic and research institutions,
assessment and review of ongoing government support programmes for the sector, assessment of the
labour market, review of training facilities and institutions, and workshops, presentations etc. The
consultants also reviewed similar programmes in the region especially those in India and Cambodia.

Although there is no evidence of any mass retrenchment in the sector, the displacement of RMG workers
and their substitution by better skilled workers being added to the labour market is an on going
phenomenon. The concern is that the displaced are without any form of social safety net support or
compensation and it is difficult to track them.

ADB TA 4320 BAN Social Protection for RMG Sector



Existing Employment Pattern and Practicesinthe RMG Sector

Although the RMG factories are, by and large covered under the factory law and the Bangladesh Labour
Code 2006, enforcing the legal requirements is an up hill task due to the nature of the demand and supply of
labour inthe sector.

Common conclusions on service benefits, service conditions and employment are

asunder:
* Workers working in EPZ factories have relatively better benefits. However the

numbers of such factories are less than 200. Vast majority of workers are working
in factories outside EPZ, 80per cent of which are small and medium size factories.

e According to the information from BEPZ, RMG workers are availing benefits
like Conveyance Allowance, House Rent, Medical Allowance, Maternity Benefit,
Festival Bonus, Over Time and leave benefits and also of group insurance scheme.

 Generally the workers have no bargaining power due to absence of unionisation
of workers. A letter of appointment is not issued.

* Workers turnover is high and we have not come across cases of retrenched RMG
workers who were paid retrenchment compensation.

» The capacity to pay varies across factories.

e The usual practice is to force a worker for voluntary exit through subtle methods rather than by
retrenchment notice. This is done to avoid legal liability on employer by not allowing an employee to be on
permanent roll for long.

 In majority of the cases the reasons cited for removal are sicknesses, maternity or problems faced by the
factory or business. However a part of the turnover has been a job switch to another RMG factory for better
opportunities.

e Even at this stage, the re-absorption within the RMG sector, as can be seen from the sample data is
limited. If the worker displacement is large, the re absorption within the RMG sector will become
increasingly difficult.

* Though the employment is expanding in diversified sub sectors of the RMG; the required profile of the
workersindemand is likely to be different from those who loose jobs.

e The employment also fluctuates sometimes depending on the orders and, some of the workers are
employed for a short duration between three to six months.

* A vast majority of the women workers have migrated from rural villages or from
adjoining areas to Dhaka and they usually take shelter in residential clusters or
slums around the RMG factories with friends, relatives, or in messes and hostels.

e Almost three-fourth of the women workers are below the age of thirty years and
the level of education is primary or below.

Key Issues and Concerns

In summarizing the issues and concerns of the workers, three studies undertaken during the period of 2004
to 2007 have been taken into account. The idea was to understand the changes in the workers condition
given the increasing vulnerability after MFA phase out. These studies are restricted in scope and therefore
do not necessarily provide an impact evaluation on the initiatives and programmes undertaken to improve
the productivity and competence in the sector. However, it does point to the fact that much ground needs to
be covered. The studies referred to include the survey conducted by BIDS in 2004 and the recently
concluded CPD Study (October 2007) which confirm the results of the Workers Survey (2006) as a part of
this Pilot Project .

Employment Issues

e The Export Processing Zones (EPZs) have 54 garment manufacturing factories suggesting that a vast
majority of RMG factories are outside EPZs.

e RMG factories outside the EPZ are characterized mainly by small and medium enterprises.

¢ A majority of the smaller and medium factories are sub contracted by the export oriented larger
manufacturers and hence, are likely to be under greater pressure of competition and hence are likely to be
marginalized.

* However, the large RMG factories outside are equally competitive as those in the EPZ and have access to
overseas market and the resources to comply with the stipulated social and labour standards.

 The increasing pressure for compliance on social and labour standards will severely impact their profit
margins under strong international competition.

e The knitwear section is growing at a fast pace and is likely to be less affected due to its competitive
strengths and preferential access to markets in developed countries.

e On the whole the female employment in the RMG sector account for about 70 per cent of the workforce
with a significant contribution to the family income.

e While the female employment in the knitwear section is only 35 per cent approx, female workforce is
concentrated in the woven garment manufacturing which is likely to suffer the most with the removal of the
quota regime.

e The number of female employees in the RMG sector than the male workers with 77-81per cent of the
female workers under the age of 25 years.

* 67 per cent of the female workers in the RMG factories located outside Dhaka EPZ have primary level
education or below.

* However the unskilled female workers employed as helpers earned less than the minimum wage and
continue as helpers even after training for a long period with low pay.

The strategy for retaining the maximum of the present jobs is being pursued by the GoB and BGMEA as is
evident in their various documents and presentations in various forums. A collective effort by all the three
parties Government, Employees and the Trade Unions is in the direction that the RMG industry must be
enabled to face these new challenges.
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3.1

Employee Concerns

DHAKA DECLARATION

Dhaka Declaration of 21st June, 2005 is a collective effort of the leading Chambers of Business and Industry and trade
unions from the Asia Pacific least Developed Countries (LDCs).

These countries have joined together to support the legislation introduced in the United States Congress S.191 and
HR 886, The Tariff Relief Assistance for Developing Economies Act (TRADE Act of 2005) that would create incentives
for investment and opportunities for employment for the least developed Asia Pacific countries and Sri Lanka.

The major struggles for the female garment worker in the RMG sector are:
* Absence of legal identity as worker within a factory particularly in the medium and small enterprises

outside the EPZ which are more in number and employ majority of the RMG workforce. The letter of
appointment or employment contract is not provided. Hence, it is difficult to identify and track the
retrenched female workers.

¢ No compensation on job loss and no statutory benefits for most of them.
e Absence of any state sponsored social safety net program for workers in the sector.

 Due to strong resistance to trade union activity by employers, bargaining power is very low and fear of
job loss places workers in helpless situation

* On job loss, chances of loosing shelter are high and it only increases the vulnerability of the workers on
retrenchment.

e Low level of education is a serious constraint in developing programs which can help in raising and
stabilising income at higher level.

Components of Pilot Projects

Given the employment conditions in the sector and the migratory nature of the workforce the need is to
develop practical approach for tracking for provision of social protection measures for the RMG workers.
Hence, continuing education to improve their future prospects either within the RMG sector or outside will
be a necessary intervention by the Government and the employers. Simultaneously, as a long term strategy,
retention of students at least up to high school education and vocational education in middle school syllabus
deserves attention.

The pilot projects had five major components listed below:
Component 1:Tracking the Target Group

Component 2: Livelihood Counselling

Component3: Redeployment Assistance
Component4: Retraining and Re-skilling

Component 5: Awareness Creation
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3.1.4 Component 1:Tracking the Target Group

In the absence of official record of employment and retrenchment it was difficult to track or identify the
retrenched workers. This was mainly because the workers were not registered or identified in terms of
their employment status either by the employers or any Government department. The RMG workers are
also characterised by a very high tendency to migrate within the sector and the region.

However, a closer look at the living pattern of the RMG workers revealed that the RMG workers are
concentrated in the residential clusters or slumsin and around the RMG factories.

Therefore, the focal point for tracking mechanism was to create 'Access Points within the Residential
Clusters of the RMG workers'. Consequently, the pilot projects were located in two residential clusters
around Dhaka which have a large concentration of RMG factories: Mirpur,and Malibagh in Rampur. These
counselling centres were set up as a platform to interact with the workers in an informal environment
unlike the factories and also to inform them about the services available within the project.

The counselling centres conducted a survey in the respective localities in order to identify the workers who
had lost jobs or displaced from the RMG sector (Appendix 2,3). Italso served as an effective tool to create
an information system on retrenched RMG workers. The survey of the RMG workers was an ongoing
exercise covering the entire region assigned by the SSNP Cell till the completion of the pilot projects.

Tool Box 3.1 Survey - Tracking and
Identification

e The nodal agencies undertook a survey in the
identified locality so as to identify and track the target
group - the women workers retrenched from the RMG
sector. The survey of the RMG workers was an ongoing
exercise covering the entire region assigned by the
SSNP Cell till the completion of the pilot projects.

e The information collected from the survey was used
to assess the needs of the target group. These included
various factors like the socio-economic profile of the workers, service benefits, key skills, capability to
adapt to a new sector or self employment, kind of training that is suitable, welfare measures etc.

» The NA administered the survey through structured questionnaire, covering approximately 200 workers
every week in each region.

e NA registered the retrenched workers providing them a unique identity code and prepare a profile of
individual retrenched worker in the format designed.

3.1.5 Labour Market Assessment

The Social Safety Cell and the Nodal Agencies reviewed the secondary data and identified some of the
sectors suitable for employment for the target group. The identified sectors include:

Health and Diagnostics Sector Report of the National Taskforce on Development of Small & Medium
Enterprises (SMEs) describes 11 sectors as booster sectors. Healthcare and

Diagnostics is one of them. The SSNP Cell carried out meetings with leading

enterprises in this sector. Initial meetings revealed that, good employment

opportunities exist in this sector. Ex garments workers are suitable in posts like

cleaner, word boy/nurse etc. Discussions with the leading hospitals like the Square

Group revealed that these are jobs are mostly outsourced to a service agency. The

SSNP cell is negotiating with the outsourcing agencies for exploring the possibility

of employment for the workers.

Knitwear and Ready Made Garments is another growth-oriented sector identified by the Taskforce.
The sector posted an export growth of 30 per cent in the current year. The SSNP Cell held meetings with
various officials of the BKMEA and some of the 1105 member factories.

The discussions focussed on the type of skills and job requirements in this sector. Some of the employers
have posted their vacancies with the regional centres Our Regional centre has already successfully
negotiated with some employers of knitwear factory and employed workers.

Security service has also been identified as a growing business in Dhaka. Recent turmoil in RMG
industry has increased the demand for private security services in factories. The SSNP Cell has negotiated
with a security company CEMOX securities to employ retrenched garment workers into garment factories
as security guards. SSNP has also listed potential employers in this sector.

3.1.6 Component 2: Livelihood Counselling

Effective and multi dimensional counselling on available livelihood options is a pre-requisite for providing

gainful income opportunities. This also makes the centre a 'one - stop shop' for providing the relevant
information on the job opportunities within the sector as well as outside,
training and self employment courses etc. It also helps in promoting long
term social protection measures by introducing the workers to instruments
like insurance that the workers are generally unaware of.

Livelihood counselling helps the workers to find suitable opportunities
taking into consideration the interest and capabilities. Under the project,
livelihood counselling activities included:

a)Presenting alternative and sustainable livelihood options available

b)introducing the worker to private entrepreneurs or other agencies willing
to provide exposure to a particular trade specially in the informal sector for
related skill development

c)information dissemination on a variety of issues concerning the workers like vacancies in RMG factories,
rental accommodation, Government and industrial initiatives for rehabilitation and redeployment,
prevalent social security or insurance schemes or saving schemes, and relevant programmes initiated by
NGOs, international donors or employers associations etc.
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Tool Box 3.2: Livelihood Counselling

Livelihood counselling was conducted by trained counsellors who have a thorough understanding of the
concerns and expectations of the workers. Counselling, starts immediately after the initial survey and the
need assessment is complete. Counsellors are expected to ascertain the issues confronting the workers and
their expectations.

e Each identified retrenched worker will be counselled individually at the centre and the counsellor will
conduct a detailed discussion on the possible options that could be considered by the worker for
redeployment.

e The discussion will help the counsellor to undertake a detailed need analysis to be able to suggest a
practical and appropriate livelihood option available. The livelihood options offered should take into
account the strengths, the skills and experiences as well as the interest of the worker.

e The NA will prepare an action plan for redeployment based on workers, preferences and the available
opportunities, clearly outlining the rationale for the option chosen and the benefits thereof, to the SSNP
cell. The action plan will include the mode of redeployment ie, alternate employment or self employment,
the skill requirement, trainers or agencies that can be involved in retraining, micro-credit agencies and the
financial assistance etc, in accordance with the needs of workers.

* The counselling will be followed by focus group discussions organised to disseminate information on a
regular basis.

» The NA after the completion of the counselling, will organise the target group into batches depending on
the type of redeployment assistance chosen.

* The SSNP cell has compiled a livelihood information pack on gainful livelihood options through self-
employment with details on more than 70 activities (Presented separately in a CD). This became an
effective tool in providing information to workers interested in self-employment and micro-credit. The
suggested activities were chosen paying particular attention to compatibility and comfort factor of the
workers to undertake these projects.

Tool Box 3.3 : Focus Group Discussions

e The NA formed groups according the redeployment option chosen by the workers. The NA organised
focus group discussions for each group, not exceeding a total of 25 including the resource person and the
organisers.

« It is also important to ensure that right types of resource person are invited for interaction with the
worker to provide them the necessary and relevant information on the livelihood / training option chosen by
them.These resource persons were mainly entrepreneurs in the same trade or potential employers or their
representatives.

» Within 3 days of completion of the FGD, the organizer prepared the report on the FGD with all details and
documents in a specified format for further action to be taken by the NGO with the approval of the SSNP
Cell.

e A livelihood information pack on about seventy livelihood options was prepared and is separately
presented ona CD.
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3.1.7 Component 3: Redeployment Assistance

Follow up services to livelihood counselling are essential to help workers identify new employment
avenues. This includes - job search assistance and an active canvassing of the database with details of
profile and skills of the workers with the potential employers.

It is important that these follow up services are provided by those who have earlier provided counselling
assistance to workers. It includes liaison with private entrepreneurs in the informal sector, financial
institutions for self employment ventures, experts, employers and master trainers for skill up-gradation
etc.

The Social Safety Net Cell and the nodal agencies were jointly responsible to facilitate financial assistance
from lending institutions and micro-credit agencies for the workers interested in self-employment.
Notwithstanding the fact that redeployment cannot be guaranteed, every effort was made by the agencies
involved, for the efforts to fructify resulting in redeployment or generating gainful income.

Tool Box 3.4 : Redployment Assitance

Joh Search Assistance

There are several employment generation projects implemented either separately or in coalition by the
local government authorities, NGOs and community self-help groups, to develop employment opportunities
at a local level. These can include large-scale, labor intensive public works programs, local community
schemes, or small enterprise development projects to maximize the scope for redeployment.

Posting Notices at Garment Factories

The Nodal Agencies posted notices on the notice boards of the garment factories giving details of the
project activities. This facilitated the redeployment process as nodal agencies were able to tap into the
vacancies available within these factories and it also motivated the workers to contact the regional centres
for assistance.

Formation of Peer Groups

The centre organizers identified experienced and socially oriented RMG workers in the area to form 20
peer groups. These peer groups were actively engaged in informing the centre about vacancies available
with their own employers, workers who were displaced and shelter vacancies in their locality.

3.1.8 Component 4: Retraining and Re-skilling

Retraining was important to help
workers acquire new skills for
integration into the labour market -
either in wage employment or through
self employment. Experience in other
countries shows that the private
entrepreneurs with a demand for labour
are willing and better able to provide the
necessary orientation or on the job
training to the workers in order to |

develop the necessary skills for [
employment in their establishments.
Upgradation of skills will also require an
overlap with the training institutes,
programmes by other agencies. The
retraining programme also included developing Self - Help Groups, building entrepreneurial ability and
instilling confidence to start a new venture. Duration of the retraining programmes of vocational nature
will range from a few weeks to a maximum duration of six months depending on the nature of training and
the existing skill-set of the workers. Basically, the retraining programmes by and large focussed on
imparting or upgrading skills or home based self employment activities driven by the market demands and
not the available training resources or institute.

3.1.9 Component 5: Awareness Creation and Dissemination of Information

The SSNP training manual prepared for the Nodal Agencies and the SSNP cell prepared during the first
phase discusses the procedures in details.

Tool Box 3.5 : Awareness Creation

Project Handouts

The SSNP cell has also prepared a hand out giving details of the programme and the address of the
regional centres to create awareness among the RM G workers on the SSNP programme. As a result the
RMG workers voluntarily visit the centre seeking information on training, micro credit, self-employment,
shelter etc.

Audio visual training materials

SSNP has also collected CDs (12 CDs on 12 livelihood projects) containing hands on training material on
various livelihood projects successfully implemented by NGOs and CSOs. These CDs were used by the
Regional Centres to provide training on livelihood projects to workers.
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3.2 Implementation Progress

Progress made in implementation of each of the components is recorded in the following subsections.

3.2.4 Tracking the Target Group

The Nodal Agencies completed the survey of 8800 RMG workers as of November 2006.The survey results
are presented separately in Appendix 2. The Nodal Agencies have prepared the profile sheet of the
unemployed workers, accompanied by a photograph and a photocopy of the attendance card of the previous
employer. This is compiled into a centralised database, available at SSNP cell for planning and organising
further assistance to the workers. The surveyed workers were categorised into four categories, which are

Table 3.1 No. of Beneficiaries covered under Pilot Project Activities

Activity KN BAWF Total

Survey 4998 3802 8800
Livelihood Counselling | 1937 1450 3387
Redeployment 141 386 527

Self Employment 282 12 294

FGD 22 25 47

Training 302 76 378

Peer Group 22 20 42

as follows:
Table 3.2 Category of workers surveyed

Category of workers | Description

A Workers who lost job since January 2005 but found jobs in
RMG sector

B Workers who lost job and found jobs in other sectors

C Workers who lost job and are self employed

D Workers who lost job and are unemployed

The total number of workers surveyed within each category is shown in the table 3.3 below:

Table 3.3  Total Number of workers surveyed
Sr. | Category of Workers Nodal Nodal Total
No Agency 1 Agency 2
Rampura Mirpur

1 A. Retrenched since 2005 and 800 450 1250
Found employment in RMG

2. | B. Workers who lost job and 67 19 86
found jobs in other sectors

3. | C. Workers who lost job and are 237 33 270
self employed

4. | D. Workers who lo st job and are 3894 3300 7194
unemployed
Total 4998 3802 8800

ADB TA 4320 BAN Social Protection for RMG Sector




1.1.4 Livelihood Counselling

The team of Social workers at the counselling centres have undertaken one to one counselling of 3387
workers. The counselling activities focussed mainly on category D i.e, those workers that have lost jobs and
are unemployed. During the counselling session with each worker, the social workers introduced the
alternative avenues or job possibilities in RMG and other sectors. Most of the workers have shown a
preference for a job in the RMG sector. This is primarily because RMG sector continues to be attractive in
terms of the high demand for low skilled labour, and most of the workers have a limited educational
background of primary or intermediate level.

1.1.5 Redeployment Assistance

Identifying new employment avenues

Besides traditional sectors, the SSNP Cell has also established linkage with employers in the emerging
sectors. Security Service providers are one such category of employers. Female security guards are
required in most of the RMG factories where majority of the workforce are women. Interview with major
players in Security Service industry revealed that there is a growing demand for reliable female security
guards, recently. Some workers with a suitable profile were identified during the counselling session and
the database of these workers was passed on to the security company, CEMOX. Cemox also conducted a
preliminary training session during one of the Focus Group Discussions conducted at the Counselling
centres of the Nodal agencies.

Information to local factories

Both the Regional Centres have contacted garment factories at their respective area of operation to
promote the database of experienced garment workers. Eventually, garment factories have started
contacting Regional Centres for filling up vacancies.

3.2.7 Self Employment

Exportersinterested in contract works

Exporters also contacted the SSNP Cell to use worker base for assigning contract jobs to the workers. One
such exporter of RMG products had requested SSNP to find workers with embroidery skills. The exporter
was willing to engage them in the embroidery work and necessary materials. In addition to providing
materials and equipments, the exporter agreed to provide training to the workers if necessary. The
contractor agreed to assign 30,000 pieces of embroidery work the workers at the initial stage.

Home Based activities

During the month of Ramadan, demand for fried foods increases and many small roadside shops spring up
with such food products. With the help of our livelihood project ideas, a number of retrenched workers took
the seasonal opportunity to earn some money. Both in Rampura and Mirpur, retrenched workers
established or supplied fried foods to small shops.

Popcorn Making

An FGD organized at KN's Regional Centre where the staff from Agribusiness Company (ABC)
demonstrated the process of making Pop corn and packaging. After the FGD 3 of the participants showed
interest taking up the venture. ABC then, supplies the raw pop corn to the Regional Centre every according
to the demand placed by the workers at the regional centre. The workers prepare, pack and deliver the
popcorntothe local retailers.

Micro Credit Organisations

Both Regional Centres have located micro credit providing organizations, mostly banks. Information about
acquiring micro credit is also being collected. SSNP has established linkage with two micro credit
providing organizations to get special offers for retrenched workers.

Resource Integration Centre (RIC) and Association for Realization of Basic Needs (ARBAN) has agreed
to provide micro-credit to the garment workers.

RIC has a micro-credit programme in Rampura area and agreed to work with the regional centre in
Rampura, to provide the workers into self-help groups to extend micro-credit from their Urban Micro
Credit Project. RIC isalso working to provide shelter to female garment workers in the garment factories
in the Ashulia region close to the Savar EPZ. Studies conducted by RIC also revealed that low cost
accommodation is an urgent need of the workers. RIC has built a hostel in this area to provide shelter to
the workers close to their workplace, which is near completion.

ARBAN, operating in Mirpur is willing to train the retrenched workers and then provide them micro credit
for entrepreneurial initiatives. Some of the training courses conducted by ARBAN is free of cost and the
workers have shown interest in undertaking the course.
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3.2.8 Retraining

Training for Security Service

Security Service Provider, CEMOX organised a preliminary training session for the interested workers at
the regional centres. CEMOX had also placed a vacancy for about 10 workers to be employed immediately
after the month of Ramadan (i.e. end October).

Training on Leather Products

The SSNP team has counselled a group of 10 workers in order to undergo an apprenticeship course on
sandal making. The course is run by an organisation called and entitles the worker to receive a stipend of
20Tk. Per day. Three workers have already enrolled and started the course.

Training on Embroidery and tailoring

Based on findings from counselling sessions and the profile of the workers both the Regional Centres have
identified centres providing training on Tailoring (Sewing and cutting, Embroidery, Block and Batik). The
training will start from January 2007.The trainings will take place in two different training organizations
in Rampura and Mirpur. A training proposal for Tailoring is attached at the end of the report. According to
the popular demand placed by the workers, BAWF has planned a training course on Hand Embroidery or
Karchupis.

Focus Group Discussion

Focus Group Discussions were organised every fortnight beginning in July 2006. The NA s arranged the
workers into groups based on their interest for various redeployment options presented to them during the
counselling sessions and the profile of the workers best suited for the job. Inall, 19 FGDs were organised
with a workers participation of 326, at the two regional centres.
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3.3 Organizational Structure and Institutional Arrangement

The effectiveness of any programme is often seen to be critically dependant on the institutional framework
responsible for the implementation of the programme. Hence it is important to set up an institutional
arrangement, which can assist the Government to respond to the job losses in the RMG sector with
necessary social safety net activities and welfare measures. This is particularly important in the context of

3.3.4 Social Safety Net Programme Cell

The SSNP Cell was set up in the Department of Women Affairs to perform a management and advisory
role to guide, supervise, monitor and approve the activities under taken by the centres. The Cell was an
effective interface between the stakeholders within the programme - the Government, the nodal agencies,
potential employers, trainers and the beneficiaries:

the prevailing employment and working conditions in the sector.
The principle focus of the Social Safety Net Programme Cell was

In the first instance it was decided to implement the Social Protection Programme in the pilot phase intwo
residential clusters around Dhaka which have a large concentration of RMG factories: Mirpur and
Malibagh in Rampur. To this effect, the Department of Women affairs set up a Social Safety Net Cell with
dedicated team with a clear mandate to co-ordinate and manage the programme. The implementation of
the programme was undertaken by two Nodal Agencies - BAWF in Mirpur and KN in Malibaugh
(Rampura). The selected NAs established Regional Centres at the designated locations to effectively
reach out to the target group and deliver the projects.The key partners for effective delivery of the
programme:

 Scoping the Labour Market to identify emerging opportunities particularly in the informal sector

 Forge appropriate linkages with the prospective employers in the growth-oriented sectors, particularly
the informal sector.

« Identifying the opportunities and the corresponding skills required to develop livelihood competences
driven by market demand.

 Build a credible information base on the dynamics and functioning of the labour market which would

* Department for Women Affairs in the MWCA facilitate redeployment in other sectors and identify long term interventions for labour welfare.

* The SSNP Cellin DWA The Labour Market Studies involved regular and close interaction with the private entrepreneurs,

employers associations, trade promotion agencies, chambers of commerce, marketing associations,

» Nodal Agencies (i.e. NGOs) implementing the pilot projects . . e .. S
retailers, financial institutions and training experts and institutions.

e Partner orTraining agencies o . ) . o . o
The Cell played a proactive in net working with a variety of institutions and agencies to establish linkages

The diagram below shows the links between the key institutions involved in the implementation of the with micro credit, self employment, placement in jobs in RMG/other small factories and establishments

Social Protection Strategy:
2 The Cell is managed by the Phase 2 Manager (i.e Phase 2 Manager under the ADB TA), Programme

Officer, MIS/Accountant, a team of counsellors and support staff. The Accountant and the team of qualified
social workers/counsellors were appointed by the DWA. This arrangement will ensure continued
involvement of the Government. ASI team will provide continued support to the SSNP Cell during Phase 2.

Figure : Implementation Arrangement for the Pilot Projects

Box 3.6: TERMS OF REFERENCE FOR THE SSNP CELL

Project management and co-ordination of the programme
Interface with Nodal and Training Agencies on behalf of DWA

Facilitate appropriate linkages with employers associations, non governmental organisations, micro-credit
agencies, insurance agencies to ensure effectiveness in implementation

Asian Development
Bank Technical
Assistance

AS] Team
Ensure transparent and cost effective mechanisms for retraining and redeployment assistance activities
Facilitate strengthening and mid-course corrections

Labour market assessments: undertake survey to assess livelihood opportunities relevant to the retrenched

NODAL AGENCY: PILOT NODAL AGENCY: PILOT workforce
PROJECT 1 FROJECT 2 Set-up appropriate MIS for the project (e.g. tracking systems)
Agency: Banglodesh Apparek Agency: Komnaiobd Mar (kM) Financial management and financial reporting
Workers Federation (BAWF) - Manipur Residential Cluster: Dhaka - Mallbagh Project reporting like monthly progress reports, mid term report etc.
Fesidential Cluster: Dhaka and Rarmipur

Awareness activities

Following lessons from the pilot project implementation, recommend a long term strategy and roll-out of a
programme to address concerns of the female workers in the RMG sector
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The Nodal Agencies (NA)

Nodal Agencies were selected on the basis of their local presence and existing infrastructure in Mirpur and
Malibaugh, following discussions with DWA and NGOs.

The selected NAs were:

Bangladesh Apparels Workers Federation (BAWF) for the Mirpur area: BAWF is a Trade Union
which has impressive local level network of Centres and Groups of young and dynamic female workers
working as supervisor, operators etc in various RMG factories in the area. The Union is active in collecting
information on displaced RMG workers and is making efforts to enable the displaced to set up self-
employment and finding jobs

Karmojibi Nari (KN) for the Malibagh areain Rapur: KN,a NGO, has grass root level network in the
form of local centres or cells in various residential areas of RMG workers in Dhaka. KN focuses on the
advocacy of rights of RMG workers and through information and education empowers RMG female
workers in Bangladesh. The KN also recognises the need for promoting income earning activities through
imparting training although the skill training activities are at present on modest scale.

Staffing Arrangements at the Regional Centre
The centre was operated by centre organizer; two counsellors/social workers and a support staff, a total of

four persons per centre.

Box 3.7: TERMS OF REFERENCE FOR THE NODAL AGENCY :

» Establish and operate Regional Centres and be accessible to workers;
» Effective survey and counselling of workers in line with best practices;
* Prepare an employee profile - socio-economic data from the survey data
* Assess workers needs, skill and capabilities;
Identify the sectors with redeployment opportunities relevant to the target group;

Identify the necessary skills and profile for employment in the emerging opportunities specially in the
informal sector.

Identify the redeployment options on a case-by case basis to suit the skKill, interest n experience of
workers.

Draw up an action plan stating rationale/approach for redeployment giving details of employer / type
of employment for the new jobs need for training, type of training as reflected in the information
supplied in the survey.

Ensure participation of target group, trainers, industry experts, financial institutions in Focus Group
Discussions;

Conduct focus group discussion in batches with workers having similar profiles and livelihood
interests. Inviting experts from various growth oriented sectors, factory mangers, financial / insurance
/ saving schemes, programme co-ordination from other agencies conducting self help groups /
involved in developing alternative livelihood programme, private entrepreneurs in the informal sector.

Address the skill gap if any by approaching small scale entrepreneurs, trainers, other agencies or
existing programmes available to direct the target group for acquiring the skills needed for
redeployment in the new sectors

Assist in retraining & redeployment and sustainable self - employment efforts; Direct the workers to
NGOs / other agencies (eg,PKSF) involved in training for income generating activities the formation of
self help groups.

Identify income generating activities for self employment, workers can be redeployed in gainful
income generating activities by:

- formation of self-help groups based on market demand
- involving organizations / agencies directly or indirectly involved in developing alternate livelihood .

Provide follow-up services through liaising with financial institutions and other agencies for micro -
credit;

Track and support redeployment efforts of re-trained workers
Furnish monitoring and review reports to SSNP Cell periodically
Monitor programmes and ensure quality inputs;

Certify the completion of training programmes if any.

Provide inputs for centralised MIS

Report, monitor the progress of redeployment assistance activities.

Work with project office to meet overall objectives of the programme
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Box 3.8: Terms of Reference for the Centre Organizers

Each centre was managed by a fulltime centre organiser to be appointed by the NGO with the approval
of the department. The regional centres were under the direct supervision and control of the SSNP cell
within the DWA, co-ordination closely with the NGO or Trade Union running the centres. The activities of
the focussed on:

Weekly Focussed Group Discussions by inviting factory managers, trainers, microfinance experts,
Govt. officials.

Training needs analysis at the counselling centre through FGDs

SSNP cell with approval of DWA will contract trainers/training institutes

System for monitoring, Inspection, test and certification will be set up by SSNP cell.

Due to low level of education, the training course may contain basic education module.
Training courses are expected to be of 3 months duration, for 4 hours and 26 days a month.
Designed to provide flexibility to workers to be involved in other income generating activities if any.
Training is to be demand driven and as a means to achieving of sustainable redeployment.
Entrepreneurship Skill Development on identified sector specific activities

Information dissemination - activities of the project, handouts and brochures on project details
Placement Mechanism through Peer Group Formation in the residential clusters

Through Training Institutes on incentive based placement.

Placement by networking with Employers and Industry Association like BCCl and BGMEA

Collecting and compiling information of retrenched workers and feedback on the activities carried out
by the centre.

Display of suitable advertisement on the notice board of counselling centre
Information on training and employee profiles on project website
Provide access and advice on suitable employment opportunities abroad

Negotiations with private sector and placement agencies for placement in RMG or other sector,
financial assistance for micro enterprise etc.

Monitoring and Evaluation Committees

The operation of the Project will be monitored and reviewed by a Programme Review Committee (PRC)
on a fortnightly basis comprising the following representatives:

1. Project Director, DWA

2. Project Manager, SSNP Cell

3. Onerepresentative from each nodal Agencies (as invitees)

The committee will meet at the DWA office and examine proposals from NAs for approval of training
programme and selection of training agencies. A format for submitting proposals is placed at Schedules 4.

Mandate of the Programme Review Committee: To oversee the day to day operations of Project.

The Project Implementation Committee (PIC), will review the progress and provide policy level guidelines
and other related issues of the project, periodically.The PIC will constitute:

Project Implementation Committee

1. Director General, DWA Chairperson
2. Director/Add. Director, DWA Member

3. Deputy Chief (Planning) MWCA Member

4. Sr. Asst. Secretary (Dev), MWCA Member

5. St. Asst. /Asst. Chief, MWCA Member

6. Representative, Planning Commission Member

7. Representative, IMED Member

8.  Deputy Director (Planning & Evaluation), DWA Member

9. Project Director Member Secretary
10. Representative from ADB Member

11. Project Manager Member

ADB TA 4320 BAN Social Protection for RMG Sector



Figure 2 : SP Pilot Projects : Components and Activities

SOCIAL PROTECTION FOR. FEMALE RMG WORKERS

3.4 Financial Arrangements - Cost & Expenditure (All Amountsin BDT)

Administrative Costs (June 2006 to November 2007):

KN BAWF Total Expense
8,80,000 0,40,000 15,20,000
Equipment:
KN BAWF Total Expense
75,480 65,500 1,40,980
Activities (June 2006 to November 2007):
No | Activity Month Centre | Centre | Total Expense
(KN) (BAWEF) | Number
1 Profiling of Workers Upto Nov 07 4998 3802 8800 880000
2. | Counselling Upto Nov 07 1,903 1,322 3,225 | no expense
3. | Training Upto Nov 07 252 197 449 | no expense
4. | Redeployment Upto Nov 07 293 456 749 3,74,500
5 | FGD Upto Nov 07 26 28 54 1,03,358
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3.5 Lessons fromthe Pilot Projects Strengthening Social Protection in the

garment sector - Strategies and options

The pilot projects gave an insight on the nature and characteristics of the target group and also helped in

gauging their needs in terms of social protection. These were taken into account in the development of
possible approaches and timely responses to address the key problems and opportunities that have been
identified and agreed in discussion with key stakeholders. The proposed strategy will be presented at the
stakeholder's workshop to be held at the end of the project . The purpose of the Workshop will be to
recommend to the Government of Bangladesh alternative solutions and reach consensus on actions.
Government of Bangladesh should make the final decision on a long term strategy for social protection of
the vulnerable groups among the RMG workers.. We believe that timeliness of interventions will be
particularly important. If the interventions are too late, they will not produce the desired results. The
main considerations for scale up would be:

e There is a need for setting up a more sustainable and meaningful integrated system of social protection
for RMG workers in Bangladesh

e Social Assistance is a State responsibility met from revenue,
 Itisnotanalternative to tripartite contributory social protection schemes.

e A Sector wide approach for protection and insurance arrangements complemented by a robust
institutional framework for design and implementation rather than an individual enterprise based
approach is required.

e [tincludes a tripartite contribution from all the Stakeholders - Government, Employers and Workers.

e The advantages of a tripartite system are that the risk are cross-subsidised is shared among many
enterprises and does not lie on one single enterprise , as the capacity to pay varies among the enterprises

» The administration is less costly and much more efficient and effective

* The schemes being contributory in nature involving Employers, Government and the workers make the
stakeholders more accountable

* The sharing of the financial burden leads to a more affordable and financially sustainable system without
putting the entire liability on the employer

e [tis also an equitable arrangement for mobilisation of funds as it will result in cross subsidisation of the
scheme and of the groups of individuals and employers

* The existing institutional arrangement is that of supervision and control while the social protection and
social insurance schemes can be implemented through Public Private Partnerships.

e [tisevident from the available level and type social protection that much ground is yet to be covered.

The long term goal of every nation is to emerge as a welfare state. This however poses serious challenge to
commit necessary resources for credible and sustainable social protection system.

The developing countries are unlikely to have sufficient resources to provide social protection against all
contingencies as mentioned above; while, perceived social security needs defer for different groups of
workers working in different occupations and activities depending upon their demographic, social and
economic profile. These needs may also differ by gender, age, social status etc. Hence, prioritization of risks
and focusing on the key risks of the concerned target group is a feasible approach.

A number of studies by ILO and others have thrown light on these dimensions. For example, agricultural
labour and construction workers perceived unemployment, old age and employment injury as bigger risks.
The domestic workers showed major concern about old age and sickness. Women workers, particularly the
young among them, gave priority to maternity.

In case of health care it is observed a low level of health security is endemic for informal workers putting
their income and resources under the great strain. Illness episodes were the most important stress events
associated with health dominated outflows comprising 48 per cent of annual household expenditure.

In a compilation of studies conducted on the poor working women of SEWA, India, Chen (2005) noted that
the most common risk include illness and loss of jobs “”. Members of SEWA, who are all poor self employed
women, emphasised that “Health is their only wealth”. Poor health status affects their productivity forcing
them to spend their hard earned money on expensive health care (Sinha, 2003) “. Poor health and
frequent illness episodes not only zaps the physical strength, but also result in the loss of wage and in some
cases a loss of job.
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Box 4.1: Employment in RMG Sector : Formal or Informal ?

Firm level data from Export Promotion Bureau (EPB) also reveal that the employment in 2387 firms add
up over 1.2 million or 60% of the total employment .In other words, 0.8 million of RMG workforce is
employed in firms that are mainly subcontractors. Further, top 650 firms which accounted for 81% exports
employed 411000 or 21% of the total workers while the remaining 1737 firms that exported only 19%,
employed about 790,000workers or 40% of the total. This also means that workers in these factories have
low productivity and are likely to face exploitative practices by the employers.

(22),

The Bangladesh Labour Code 2006 defines a factory as “':

“Factory” means any premises or yard whereon generally five or more workers work on any day of the year
and in any part of which a manufacturing process is being carried on but does not include a mine. Almost all
establishments in Ready Made Garment industry (RMG) in Bangladesh including woven garments, knit
wear or sweaters are covered under the definition of a factory as per the Bangladesh labour code 2006.

The U.N Economic and Social Council (ECOSOC) defines Informal Sector A closer look at
(23),

as“: the operations of
A)AIl private unincorporated enterprises (Informal Enterprises) or house the RMG factories

holds engaged in the production and sell of goods or services and reveal that most of

these are akin to
factories in the
unorganised sector

B)Enterprises with employment size below a pre determined threshold (SNA,
1993). The term informal worker (or employment) is defined to include
persons whose employment relationship is, in law or practice, not subject to
labour legislation, social protection and certain employment benefits. It is
recognized that even in the organized / formal sector, there are workers without any social protection. On
the other hand even in the un organized sector, some workers enjoy all the benefits available to the
organized labour in the organized sector.

Considering these dimensions in defining the informal workers, ILO coined the term “Informal Economy,
(IL02002)"®.
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4.1 Social Protection- Needs of Workers

The report of inspection visits of the Task Force on Labour Welfare prepared by the Ministry of Labour and
Employment, GOB revealed that the factories which have been categorized as A & B are mostly export
oriented large units and are, by and large, compliant to labour and social standards as per the law. However,
both in terms of number of factories and workers they accounted for 30 per cent and 50per cent
respectively. On the other hand the category C & D categories of RMG factories consisted of mainly small
and medium enterprises and majorities among them are sub contractors in the industry

A recent study by Centre For Policy Dialogue, Dhaka (October,2007), has shown that 70-80 per cent of the
enterprises covered in the sample were not providing the Letter of Appointment to the workers; however,
40-50 per cent of large enterprises provided letter of appointment to the workers “”.The social protection
of the workers in these factories as well as the self employed and home based workers in the RMG sector is
de facto almost absent. It may be also mentioned that almost 75 per cent of the workers in the industry are
women below the age of 30 years and hence also likely to be more vulnerable.

International convention No 102 contains the notion of social security as postulated by International
Labour Organization (ILO). Convention No 102 includes nine core contingencies that lead to stoppage or
substantial reduction of earnings these are:

* Sickness

e Maternity

e Employmentinjury
e Unemployment

e Invalidity

* Oldage

 Death

The need for long term medical care and for supporting families with children

A e sl
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4.2 International Experience of Social Protection Schemes

We have described below key features of health insurance schemes for workers in the informal sector in
three different countries Tanzania, China and India. This is based on the country studies sponsored by ILO
on social protection for the excluded categories . The three schemes differ in their approach, ownership,
and funding and implementation mechanism. These international experiences provide useful lessons for
incorporation in the readymade garment female workers in Bangladesh. A comparison of the key features
of the social security schemes focussing on health and life insurance in the three countries is presented in
Appendix 4.

The social protection schemes in Tanzania seem relevant for focusing on aspects of self financing and self
management but there are no predetermined available sums as benefit. The two pilot projects focus on
mutual assistance, group formation which are important and urban informal sector.

The unique feature in the experiment by SEWA, in designing insurance specifically for women in the
unorganised sector is that it brings in insurance company as a risk taker and the scheme provides for
certain entitlement in terms of money for availing the benefit particularly for health care.

Among these smaller schemes, the insurance based approach as can be seen from the SEWA experience,
are likely to be more sustainable due to contributory nature, and more importantly due to the involvement
of insurance companies bringing their expertise and large volume of business.

Box 4.2: Tanzania - Self Financed Health Insurance for Workers in the
Urban Informal Sector

UMASIDA, a health insurance scheme or Mutual Aid Society for Health care for workers in informal sector
in Tanzania was the outcome of ILO project in Dar-e-Salam® UMASIDA was setup as a mutual help
association with supreme authority vested in the general body of the members. There is also a
professional advisory board consisting of a physician, pharmacist, and a lawyer, who advise on the quality
of health care and legal issues.

The worker from the informal sector becomes the primary member of the scheme, whilst the coverage is
extended to their family members as well. Primary health care services are provided by carefully
empanelled service providers who are selected on the basis of specified criteria. Secondary and tertiary
health care/treatment is provided by the government health care units. Prenatal care, deliveries,
postnatal care, child clinics immunization and chronic illnesses such as TB, Diabetes, Mental illness are
provided by the government but, the cost sharing charges are met under the scheme. All service providers
are supplied with the list of beneficiaries registered with UMASIDA with a unique photo identity card.

The contribution is fixed as per the norms given in the World Development Report 1993%°. The study
suggest U.S $ 12 per person per year for meeting annual health care requirement i.e. T Sh 20 per day per
person. Immediate family members can avail the benefit on payment of T Sh 40 per day. The size of the
target group is 4500 persons.

There are several options for operating the scheme like :

Capitation fee:
A fixed rate of contribution for free health care by local private health care provider is one of the ways. The

danger is that since the contribution is fixed, members may overuse the service.
Case by Case Payment: Payment is made on case by case merit basis. Under this method overall cost is

higher than in capitation fee arrangement.

Enterprise Clinic:
One of the participant groups established its own clinic / dispensary financed by collective contributions. It
provided basic health care to the members while secondary and tertiary care was under UMASIDA.

For control, the chairman or the secretary of the scheme signs a Sick Sheet for a member who is in need
of medical care. The idea is that this arrangement brings the leaders of the scheme in the control group
but, it can be arbitrary and leaves scope for corruption. Along with sick sheet, two copies of circulating
invoices which specify charges for different types of services are also attached. All payments are made
through bank cheque by the treasurer of the scheme.

Success of the Scheme

* The group which established its own dispensary and contracted service providers in the other groups
who were easily accessible to the target group in the residential areas, could provide basic health care
effectively. In addition, activities such as awareness on occupational health was also undertaken to
promote the scheme.

* Quality of health care improved particularly in contracted private health care providers. It generated
competition among the private health care providers which resulted in the improvement in the quality of
services.

* The risk pooling aspect reduced the burden on individual member and services were available at a lower
cost than the actual cost.

Shortcomings of the Scheme

* Smaller groups of workers had difficulty in mobilizing enough funds.

* [t needed considerable improvement in control and monitoring system.
* The need to improve the awareness about the health insurance scheme

* The UMASIDA scheme is directly managed by the group through their governing body. There is no
involvement of any insurance company. The entitlement of the member in term of certain sum of money
for health expenditure is not provided. It provides for free primary health care treatment in designated
medical institution while secondary as well as tertiary treatments were in government hospitals and cost s
were shared.
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Box 4.3: Tanzania - The Ingunga Community Health Fund

Ingunga Community Health Fund (ICHF) in north west Tanzania was set up as a pilot project by the Health
(24)

ministry .

The ICHF aimed at mobilizing communities to take greater responsibility for their health care units and to
contribute money so that a matching contribution can be obtained from the government. This was expected
to improve the health care system and also make it sustainable and accountable. The government
contribution was expected to be phased out over a period of time and the full responsibility for financing
and management of the health care system will be of the local community.

Community size-target group was 50000 people and individual households contributed US$ 10 or T. Sh
5000 per year.The fund was managed by the District Health Board and implemented by Committees at the
Ward and Village Level. All these committees and the Board had full powers and autonomy in exercising
powers in their jurisdiction.

Health care services are provided by rural health centres and dispensaries and Mission hospital in the
district. Private health care providers were not available in the district and hence the system was a
monopoly of the Government institutions. However there was freedom to choose from within the identified
service providers.

The model is an area based health care arrangement for all the people in the district who make
contribution to the fund. The scheme is managed by the involvement of the beneficiaries even though the
health care institutions are mainly of the government The costs of the basic health care are met in the
system; however secondary and tertiary health care costs are not met by the system but referral services
are provided. 50 per cent of the people in the district paid the contribution for the scheme, which shows that
the idea was acceptable.

Box 4.4: People's Republic of China -

However the gaps were many. The scheme depended on 50per cent contribution from external sources or . .
Health Insurance for workers in the Public Sector

the government which may not be available always. Top heavy administration and multiple structures were

unsustainable in terms of sufficiency of resources for administration.
The workers in public enterprises and collective units are covered by a workers health insurance scheme.

Basic medical care is almost free (dependents pay half the charges). Medical care costs are charged to the
workers welfare funds in their enterprises and thus are basically an employer based insurance.The medical
services are mainly provided by State owned medical institutions financed by government as well as
subsidies from the local governments and directly run by industrial and mining enterprises, collective
enterprises. However, with the passage of time certain serious drawbacks have emerged

* The contribution of the government to health expenditure decreased from 36.4 per cent to 20.6 per cent
between 1980 and 1994.

* The contribution by enterprises fell from 40.4 per cent in 1980 to 37.4 per cent in 1994. On the other
hand the contribution of individual employee increased from 23.3 per cent in 1980 to 31.3 per centin 1990
and to 42per cent in 1994.

A reduction in the public expenditure on health and a decrease in the employers' contribution to the fund
might be a cause of concern both in terms of the quality of services as well as the viability of the scheme in
the long term.
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Box 4.5: India Insurance & SP for Unorganised Women Workers

The Self Employed Women's Association (SEWA), India is a registered trade union and is known for its
activities of developing livelihoods of low income self employed and home based workers in India as well as
internationally. In addition to providing micro-credit SEWA also runs insurance and savings schemes for
the workers that has become a powerful instrument for promoting and supporting economic activities and
in promotion of social protection of the members. The insurance scheme include reproductive health
related medical as well as financial support, and insurance against the risks of accidents, death, illness, loss
of income earning assets etc. About 78000 women, 22000 men and 2700 children have been insured
under the program.

The key feature of the insurance scheme is that is provides flexibility for payment of premium by the
workers. The worker can pay the premium either on an annual basis or deposit a lump sum as fixed deposit
inthe SEWA Bank.The premium in case of a deposit linked scheme is paid by way of the interest earned on
the fixed deposit. A deposit linked scheme provides the insured person a comprehensive insurance cover as
well as reduces the financial vulnerability through asset formation. The economic viability and
sustainability of the scheme is a prerequisite. SEWA negotiates with both government and private
insurance companies as well as private health care units to run the scheme.

The SEWA scheme is unique as it is managed through local teams of 120 grass root level women leaders
called “Aagevans” or Insurance promoters who go through an intensive training process. They decide on
claims and ensure their repayment to the members. The latest insurance schemes implemented by SEWA
is presented below:

Table 4.2 : SEWAs Fixed Deposit Linked Insurance.

Letitle 4 Vn-no B Ins.urance sense ARl Option | Fixed Deposit (Rs) Payable Compensation (Rs)
(figures are in terms of Indian Rupees) No 1 1000 or less than 1000 Natural death 7500 , accidental death 10000

1000 - 2100 Natural death 7500, accidental death 40000, house
insurance up to 10000 ; accidental death of husband
15000

2100 Full compensation to women worker as per option 1

Premium Compensation (Rupees)

(Rupees)

Option No 1 Annual | Fixed Natural Sickness | Damaged to | Accide | Accidental
Death household ntal death
assets death husband
s - [ - b -]

- - -]
15000

Women workers 125 2100 7500 Up to Up to 10000 | 40000
insurance 2000

3600 Full compensation for women worker and her husband
Option Natural death 20000; accidental death 65000
Husbands 100 1500 7500 Up to 25000 2 3600 to 5000 Natural death 20000; accidental death 65000, house
------ insurance up to 20000, accidental death of husband

Children insurance 100 Up to 15000
2500

5000 Full compensation to women worker as per option 2
Option No 2 9000 Full compensation to women worker and her husband
225
100

[ R T T R R
Women worker s 275 5000 20000 Up to 6000 | Up to 20000 | 65000 15000 Source: SEWA
msurance
R 10 | - | - |Upwz00]| - | - | - | « Almost all accepted life insurance claims resulted in payment of Rs. 3000 (U.S $ 63) for death by natural
causes. In case of health insurance the average total cost of hospitalization was Rs. 4500 (U.S.$ 94) and

the average rate of reimbursement was 47 per cent.

Children insurance
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Box 4.6: International Experience on Insurance as a
SP strategy for women workers - Important Lessons

1. Insurance is an essential economic support to women in crisis.

2. It encourages them to organize and build their own organization. And by preventing indebtedness
promotes self reliance.

3. Financial services like savings and credit encourage women to save for insurance which in turn,
promotes savings and credit and long term financial planning. It is a part of micro finance and should be
integrated with asset building program.

4. People are ready to contribute for insurance program. The government and employers must also
contribute towards financial viability.

5. Contributory insurance programs for the poor must be developed and managed by them.

6. Poor prefer coverage of multiple risks through an integrated insurance program. Coverage for sickness
is the top priority followed by life and accident insurance.

7. Health insurance including reproductive health coverage, complements the public health system and
creates demand for better quality services. Thus, health insurance must be developed to complement the
public health system.

8. Education on insurance accelerates membership and expansion.
9. Insurance services can provide employment to local women as insurance promoters.

10. Insurance should be developed in a decentralized manner by and with the involvement of local women
and their organizations.

11. Government needs to create a conducive policy environment which encourages workers organizations
to run their own appropriate and decentralized social security system.

Box 4.7: Sustainability Issues in Insuring women workers ?

1.Servicing costs are high in insuring the poor.
2.The risks can be pooled only if the cost can be spread over a sufficiently large group of beneficiaries.

3.Affordability and accessibility are key to ensure a buy in from the workers. At the initial stages the
increase in premium must be gradual.

4.Government and private equity is required for over all sustainability of the scheme.

5.1f workers, government and employers and or private capital contribute a third each, the entire program
can be sustainable. In SEWA's program workers contributed 50 per cent of all running cost; government
contributing 17 per cent and the employers and private sector had not yet given any contribution although
some fund are made available for capacity building as donation.

6.Linking with a preventive health program is both necessary and helpful to reduce a burden of illness
which interm has positive impact on reducing health claims.

Available Levels of Social Protection in Bangladesh

Several ministries in Bangladesh are involved in poverty reduction programmes that are broadly known as
social protection initiatives. These include the Ministry of Social welfare, Ministry of Women and Children
Affairs, Ministry of Youth, Ministry of Education, Ministry of Local Government and Rural Development,
Ministry of Food and Rehabilitation. Most of these programmes provide relief and rehabilitation to the
poorest households by way of social assistance, micro-credit, skill development, women and Child welfare.
These programmes have been oriented to address and successful in mitigating risks and vulnerabilities
caused by various socio economic factors or an after effect of natural disasters.

However, they lack a Sectoral approach on providing proactive measures to prevent workers or vulnerable
groups among the economically active strata of the society from further slipping away into poverty. It is the
preventive nature of social protection schemes that distinctly differentiates social protection from social
assistance and welfare programmes.

In RMG sector, the stakeholders are directly identifiable and are concentrated in few areas. The sector is
the back bone of export earning, of employment particularly of women out side agriculture and hence, are a
crucial partner who deserve full support of the stake holders for their social protection.

While there are some employer driven schemes and some schemes for social assistance in distress cases
are available, they are not the substitute for the social insurance in which insurance companies bring their
expertise as risk takers.
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4.4 Social Security for the female RMG workers in Bangladesh: Possible products

Although China and India are in the process of launching large scale initiatives for social protection for
organized as well as the unorganized workers, it is practical to begin with a few pilot projects for social
protection of RMG female workers in Bangladesh. It is well known that Bangladesh has a rich tradition and
experience in designing and implementation of innovative schemes for economic empowerment and social
protection for the poor, particularly the poorest of the poor in rural areas. Most micro-credit schemes also
have an insurance component but there seems to be a gap in the insurance of workers both in the formal or
the informal sector particularly those characterized by a low wage and low income disposability to invest in
such schemes.

Therefore it is proposed to run a few pilot for the female workers with a focus on community based
initiatives rather than on enterprise level initiatives. An implementation arrangement at the grass root
level will create easy accessibility and also promote the scheme within the community. Integration of the
social and skill based activities at the local community centres with the social security schemes will
facilitate the organization and empowerment of the women workers. The
concept of local women organizers within the community as insurance

promoters, asinthe SEWA scheme also deserves careful attention. schemes to
The pilot projects can be made participative by involving the target group in ensur?_
designing and management of the schemes to ensure affordability and effective affordability
coverage. While the government and the employers pay their contribution, the and
beneficiaries too must develop a stake by making financial contribution and by effective

involving themselves in decision making and in implementation in the
programme. The size of the target group must be sufficiently large so as to make
the scheme financially viable.

coverage

Service providers must be selected on the basis of their track record, medical infrastructure, and
qualification of the manpower and ease of accessibility by the target group. Registration of the members,
issuance of photo identity card for the member along with the complete details of the family members is
suggested.

Priority Risks

The proposed risks for coverage for RMG workers are accidental and natural death and health care. The
scheme is proposed to provide cover to a family of five members. Maternity benefit as a statutory benefit
should be enforced effectively for all women workers and hence is not recommended as a part of the
insurance package proposed. Keeping in view the profile and needs of the target group it is suggested to
focus on:

e Health insurance and life cum accident risk. The insurance cover should be extended o the family to
include the spouse and two children.

» Medical and health care covering hospitalization, pre and post hospitalization treatment of most common
illnesses and diseases except major illnesses and major surgeries.

Institutional Arrangements for the Pilot Projects

Itis proposed to setup local information and welfare centres in three areas in Dhaka region to begin with,
having larger concentration of small and medium size RMG factories and women workers like Rampura or
Mirpur. The area based counselling centres setup under the ongoing social safety net pilot projects for the
displaced RMG female workers may be scaled up as full fledged local welfare centres in the proposed pilot
project. The programmes in the local centres should be implemented by a CSO, NGO, Trade Union or other
government institutions with a local presence and established network within the chosen residential
cluster. This important to make the tracking and outreach to the workers effective.

These welfare centres are expected to be centres of multiple activities for RMG female workers in the
area.These community level centres will have two primary functions. Firstly the local centre will become a
'one stop shop' for the RMG workers on several useful programmes and services by the government, NGOs
and International Development Agencies. Secondly, the local centres should be a platform for running
multifarious programmes like education, training on relevant skills that might be helpful in engaging in
home based income generation and socio-cultural activities. Linking the social protection schemes with
these activities will not only promote the insurance and social protection measures but also engage the
workers and enlist their active involvement.

These activities could include:
e Educationandskill development parttime classes preferable in the evening.

e Cultural and recreational programs and activities with full involvement of RMG female workers and
there by, providing avenues for their all round development.

» Organize them as self help groups/savings and credit associations and register them as members.

* Also function as a counsellor and advisor for migrant workers and displaced workers so as to perform a
role of informal employment exchange etc.

e Participate in designing and implementing a suitable social security scheme covering health care
benefits, accident cum disability compensation, life insurance etc for all registered members and their
families.

e It is recommended that such an insurance scheme should be fixed deposit linked insurance scheme with
option of annual contribution.

* The contribution should be paid by all the three partners- government, employer and workers. An as far as
possible the annual contribution of workers should be fixed keeping in view their capacity to pay.

* The involvement of the insurance companies is very important. The amount of premium, coverage of risk
and the sumto be insured should be negotiated and they should be assigned key role in implementation.

* These welfare centres are proposed as the first point of contact with the RMG workers.These centres will
report to RMG workers welfare board for Dhaka region which may be setup as an extension arm of the
National Labour Welfare Foundation which is already setup under the Ministry of Labour and Employment
Government of Bangladesh.
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Possihle Products
Atthe initial stage, two sets of programmes are suggested:
Adult education cum skill development

Most female workers in the RMG were found to have primary or below primary education. Training
agencies offering skill upgradation training within the factories have reported that it is sometimes difficult
to train workers without a minimum threshold level of education. This also becomes an impediment to the
workers as they find it difficult to graduate from the helper to operator or supervisor level. This gap can be
closed if the workers are offered adult education programmes which will complement the formal on the job
training they receive within the factories and also enhance the quality and success rate of these training
programmes.

The local centres can explore tie-ups with other agencies and ministries that run adult educational
programmes for vulnerable groups for workers and their family members on an ongoing basis. It is
proposed that the GOB provides full funding for this program including premises of the centre, staff
salaries, and fund by way of honoraria etc for conducting the activities

Insurance Schemes

Social Protection measures for the workforce should focus on the family and not the worker alone. For
funding these measures, contribution should be made by the workers, employers and the Government in the
ratio of 20 per cent, 35 per cent, and 45 per cent by each stake holder in that order. The administrative and
implementation cost which normally should not exceed 5 per cent of the program cost. It is suggested that
the administrative costs be met by the government.

To run the insurance scheme it is important to negotiate with a local insurance company who can customise
the product according to the needs of the workers. The schemes have to be affordable and the repayment
mechanism has to be robust. The schemes should also have flexible payment options for premium which
can be either on annual basis or a Fixed Deposit Linked scheme in which interest earned on the fixed
deposit, is adjusted as premium. It would be ideal if the fund management is handled by a separate agency
like the postal department which already have small saving schemes particularly in working out a fixed
deposit linked scheme etc. The registration fee as well as the family contribution for the scheme can be
paid at the post offices in the area.

The premium rates suggested in the table 4.3 below are calculated in consultation with Insurance agencies
that insurance schemes and for similar types of target groups are used. The premium rates were worked
outin consultation with the Insurance Agencies who are implementing similar schemes.

Size of the Target Group

25,000 RMG female workers families in each pilot project with three such pilot projects, the total number
of families for coverage is 75000 or about 300,000 persons including children.

Table 4.3 : Integrated Social Insurance Scheme for a Family of five members of
RMG female worker in Bangladesh.
Premium in TK Benefits in TK
Scheme Annual | Fixed Natural Sickness Accidental Accidental
Death death death of
husband
Family 1000 - - - - -
Insurance | (15)
Women 460 8375 (125) 33500 Up to 10000 | 100000(1625) | 25000 (375)
workers (6.88) (500) (150)
insurance
Husbands | 375 6700 (100) 33500 Up to - 80000 (1250)
insurance | (5.63) (500) 10000(150)
Children 165 - - Up to 4000 | - -
insurance (2.5) (62.5)

Note : The figures in the parenthesis are in US Dollar (1 USD = TK67). Benefit amounts are shown as
approximate round figures.

Costsand Financial Requirement for THREE PILOT PROJECTS for a period of two years -
Social Insurance Scheme:

Annual premium of TK1000 for 75,000 families is equal to TK75,000,000 or TK 75 Million i.e., US Dollar
2.2 Million for two years.

Local welfare centres:

Table 4.4: Staffing needs and costs for the local welfare centre
Designation Salary per Number of Period Total PayTK
Month in Positions (month)
TK
Organizer cum chief 30000 3 24 2160000
counsellor / manager
Computer operater 20000 3 24 1440000
Counsellor 10000 9 24 2160000
Accounts Clerk 15000 3 24 1080000
Adult Education teacher 15000 3 24 1080000
Peon 7500 3 24 540000
Sub total (a) 8,460,000
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Table 4.5: Other recurring costs for the local welfare centre

Activities and TK Unit Number Duration Total
Other Costs TK
Trainers 1,000 Per day 100 batches 15 days 9,000,000
Remuneration* each year for course
each centre
(100X2X3=600)
Stationery & 100,000 Per year 3 centres 2 years 600,000
conveyance
Rent for the centres 20,000 Per month 3 centres 2 years 1,440,000
Fixed costs 150,000 Lump sum 3 centres - 450,000
(Computers, AC, for each
Furniture) centre
Training tools 100,000 Lump sum 3 centres = 300,000
for each
centre
Sub total (b) 11,790,000
* Minimum 10 types of skill development programs will be identified.
Table 4.6: Summary statement of the total funds requirement
(3 Pilot Projects of 25000 families each for a period of 2 years)
St. Item Cost Per Estimated Estimated Estimated
No Centre (TK) Funds (TK) Funds (TK | Funds (U.S. $
Million) Million)
1 | Insurance Scheme 50,000,000 150,000,000 150.00 2.2380
2 | Local welfare centres 28,20,000 8,460,000 8.46 0.1262
staffs
3 | Rent of Centres 4,80,000 1,440,000 1.44 0.0214
4 | Stationary 2,00,000 600,000 0.60 0.0089
5 | Fixed equipments/ 1,50,000 450,000 0.45 0.0067
machines
6 | Skill development 3,000,000 9,000,000 9.00 0.1343
activities Trainers
remuneration
7 | Skill development 100,000 300,000 0.30 0.0045
activities
miscellaneous expenses
8 | Training Tools 100,000 300,000 0.30 0.0045
Total 53,200,000 170,550,000 170.55 2.5445

Future Perspectives - Social protection
for RMG workers in Bangladesh

5.1

The year 2005 presented obvious uncertainties for the International Textile Trade due to the Expiry of the
Multi Fibre Agreement in January, causing serious concern among developing economies and Least
Developed Countries (LDC). For most LDCs exporting low end textile products is the primary route for
integration integrating into the world trade.

In case of Bangladesh, two major sources of foreign exchange earnings are: export of RMG and
remittances. The export earnings of Bangladesh stood at USD 7,517.4 million at the end of FY 2006,
registering a growth of 24.7 per cent over the corresponding period of FY 2005. In view of the global
trade environment becoming increasingly competitive, the GOB took several proactive steps for mitigating
the likely negative impacts and securing growth in the sector. These strategic interventions were focused
both on the industry and the workers.

In 2004, GOB recognised the need for provision of Social Security and legal protection to the workers in
the RMG sector to cope with the employment contraction and job losses predicted by various international
agencies and labour organizations.

The social protection mechanism needs to have a holistic approach in terms of coping mechanisms,
information on alternative means of livelihood, identification and redeployment in new growth oriented
sectors, developing the necessary skills for employment in other sectors and social insurance as well as
shelter support to name a few.

It is also important to deal with the long-term policy issues arising from the observed current status of
available protection and benefits for re-employment, service benefits for employment, and working
conditions. It is argued that these measures for improving the quality and living standard of the RMG
workers will strengthen the bargaining power of the RMG industry in the context of the competitive
International Trade.

However, the effectiveness of any programme is often seen to be critically dependant on the institutional
framework responsible for the implementation of the programme. Hence it is important to set up an
institutional arrangement, which can assist the Government to respond to the job losses in the RMG sector
with necessary social safety net activities and welfare measures. This is particularly important in the
context of the prevailing employment and working conditions in the sector.

Key Elements of Social Protection Strategy

Looking to the nature of RMG sector and the pattern of employment, mere labour laws are unlikely to
ensure full protection. However, the law of the land relevant to the legal protection of employment and
working conditions of the workers in the RMG sector in particular, will need effective enforcement and to
achieve this objective, enforcement mechanism should be strengthened and trained.

The Social Protection strategy suggested here carefully considers the risks and vulnerabilities facing
workers arising from the observed current status of available protection and benefits for re-employment,
service benefits for employment, working conditions and social security. Hence, apart from short-term
measures, long-term policy measures and institutional arrangement for sustainable social protection is
recommended.
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The suggested approach is to develop insurance based social protection system rather than social
assistance. The social assistance programmes involve the administration of subsidized schemes by
institutions or Government agencies; whereas the advantage of involving an insurance company as a risk
taker is much more qualitative and sustainable because of its contributory nature and adoption of business
principles.

The focus of the social assistance programmes are limited in scope and coverage of ultra poor target
groups and the insurance based programmes can be more inclusive offering more options and choice in the
quality and variety of service providers.

Insurance based schemes are more successful for vulnerable groups within the economically active groups
both on account of capacity to pay and preventive mechanism in erosion of income or assets. In the

consultants' view the insurance route for social protection would be a viable strategy for the future.
It is argued that these measures for improving the quality and living standard of the RMG workers will

strengthen the bargaining power of the RMG industry in the context of the changing International Trade
scenario.

5.1.4 Sectoral Approach for Sustainable Long Term SP System

It must be emphasized that in developing such a system a sector based approach rather an individual
enterprise based scheme is recommended. Sector approach means that the welfare and insurance
arrangements are not based on the individual enterprise but are managed by an industry, region or country
wide institution like the Labor Welfare Foundation. A proposal on implementation measures and social
protection activies to the support the establishment of Labour Welfare Foundation made by the
consultants in April 2007. (see details in Appendix 5). The sector wide approach has the following
advantages:

e The risk is shared among many enterprises and lies not on one single enterprise;
e The administration is less costly and much more efficient and effective;

e The need for one to one employer employee identification is not necessary and therefore is more
acceptable to the employers;

» The schemes being contributory in nature involving employers, Government and the workers will make
the stakeholders more accountable;

* The sharing of the financial burden leads to a more affordable and financially sustainable system without
putting the entire liability on the employer;

e It is also an equitable arrangement for mobilization of funds as it will result in cross subsidization of the
scheme and of the groups of individuals and employers;

* The workers will have a unique social security number or identification number for availing the benefits of
the scheme even with job changes.

5.1.5 Tripartite Approach in Management

Post MFA challenge to RMG workers can be met through tripartite approach in managing issues. This is
equally important for managing the social protection system. Tripartite efforts are likely to ensure a 'win
win' outcome in the changed scenario of international trade. The recommendation is to set up a Regional
Welfare Board for RMG workers under the Ministry of Labour and Employment and which will have the
representatives of workers, employers and the government. The board will guide, supervise and control the
activities and enter into negotiations for contracts for implementation of the schemes by insurance
companies, using post offices as fund manager and the NGOs for implementing, training and micro credit
schemes etc.

The pilot projects proposed with the objective of creating the necessary conditions and environment within
the sector and among the stake holders so that the long term strategy can be implemented.

5.1.6 Empowerment of Women and their Families through Enhancement of
Employability and Stabilization of Family Income

Based on the experience gathered from the pilot projects under thisADBTA, it can be safely concluded that
the social protection schemes will have better results if they are focussed on family as a unit rather than the
individual worker alone. The proposed local welfare centres will run one or two core activities of interest
to the worker to enlist their participation and ensure a consistent involvement. The core activities will have
to be carefully chosen on discussion with the workers and should add value in equipping them for
generating additional income.

The income generating activities will have to be home based which the workers can take up on a part time
basis with the involvement of the other family members. Such activities will then become useful in
sustaining the interest as well as enhance the employability and help in the stabilization of income of the
family to tide against job loss or times of adversity.

5.1.7 Bottomup and Participatory Mechanism in Implementation of the SP Schemes

The proposed strategy lays emphasis on involvement of the beneficiaries at various stages of designing the
social protection schemes and their implementation. The local centres will have to introduce skill based
training that suit the demands of the labour market and the needs of the workers rather than focussing on
the locally available training resources. The insurance products will also have to be specifically designed
keeping in mind the priority risks of the workers and factors like affordability, accessibility and flexibility in
the payment options. The schemes will also have to be promoted at the community level by involving
workers.
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5.2 LongTerm Scenarios for SP inthe RMG Sector

RMG Workers Welfare Board

Along with strengthening the system of enforcement of Labour Laws, an institutional arrangement which is
tripartite in nature is suggested for design, administration and coordination of welfare and social
protection schemes for workers in RMG sector. Thiscanalso be replicated later in other export production
sectors like shrimp production etc. Such institutional arrangement is in the long term interest of the
employers, workers and the society. The RMG workers are indispensable partners in the creation of the
wealth and foreign exchange earnings in the RMG sector. With increased pressure for compliance to labour
and social standards in international trade, the employers may end up losing much more than the small
incremental cost to provide social protection to their workers. It is striking that the state intervention for
all round development and welfare of the RMG workers in general and of female

workers in particular is almost absent. The RMG workers
are indispensable

Due to variations in capacity to pay, scale of business and status of factory partners in the

premises, only some large factories in EPZ will be able to meet the required creation of the

standards. A vast majority of factories and workers may face adverse
circumstances leading to further deterioration in working condition, sick
factories and even closures.

Supply of labour being higher than the demand, they can be easily dispensed even without meeting the
minimum entitlements under the Labour Law. Any attempt to raise voice against the management can lead
to total exclusion from job in the RMG sector. It is observed that under the existing situation of normal
labour turnover, re-employment within the RMG sector is less than 40 per cent. If the extent of job losses
increase, re-absorption in the sector may become even more difficult.

Thisisalso one of the important reasons as to why the GoB needs to take a long-term view for a sustainable
institutional arrangement for social protection of RMG workers.

At the same time however, the employers' need for flexibility in adjusting the workforce in the context of
fluctuating business has to be recognised. And hence, it is not desirable to put the entire responsibility of
social protection on the employers alone.

A collaborative effort by the Government and the industry to set up a national level Social Protection
Board/Labour Welfare Board to deal with a range of issues impacting RMG female workers in a holistic
manner is recommended.

National Labour Welfare Board

The RMG Workers Welfare Board is proposed to be tripartite in composition with representation from the
Government, Employers and representatives of workers. The administrative structure of the Board will
have two functional levels:

» National Labour Welfare Board as an apex body supported by Regional Welfare Boards

e Labour Welfare Centres at local level, (4-5 centres in and around Dhaka)

wealth and foreign
exchange earnings

The board will design and implement schemes covering early child care, health and medical care, group-
life-cum accident insurance, some financial help/compensation on involuntary job-losses. The board will
also ensure that non formal education is imparted to the RMG female workers who do not have even
primary level of education which can be a big constraint in skill upgradation in the future.

Moreover, the board will encourage development of talent and creativity among the workers by
encouraging recreation, sports and games, dramatics, music and skill development activities. Community
facilities like reading rooms, library under local welfare centre may be set up. Also workers and other
family members can benefit from the evening classes for learning new skills for supplementing the family
income.

Negotiations with service providers and contracts

The board shall implement the social protection schemes as approved by the government and for the
purpose, negotiate with the other partners-insurance agencies, Department of Post, NGOs etc., for their
involvement in implementation of the schemes.

The proposal envisages that the entire 'book keeping role' covering registration fee, contributions from
workers, employers and the government managed by the department of post and the benefits under the
schemes are disbursed by the post offices through a passbook.

The insurance scheme will require negotiation with the insurance companies for best terms and condition
including the amount of premium to be paid by the regional board. For health insurance, service providers
may be empanelled on the basis of set criteria's such as manpower qualifications, infrastructure etc.

While the scheme is to be implemented by the insurance companies in terms of risk coverage, the actual
procedures should be implemented at the grass root level by the associations of the beneficiaries with their
full participation as can be understood from the approach adopted by SEWA, an NGO based in India and in
UMASIDA project inTanzania, Africa.

Mobhilization of Funds, Insurance and Expenses

Since sector based employer-employee relationship is visible and acceptable, funds for the board should be
raised by contribution from the Government, Employers and the workers. Some contribution can also be
made from international buyers and through donations from international agencies.

The recommendation is to adopt contributory approach to mobilize funds but it will require reasonable
level of subsidization for providing protection against major risk in the lives of the workers.

It is proposed that the National Labour Welfare Foundation take initiative to set up a welfare fund in which
mandatory contribution from employers and workers are received and the government adds its own
contributionand, also collects donations.

The responsibility for collection of the mandatory sum of total contribution / fund from employers may be
entrusted to the employers associations. The association will adhere to the basic levels of contributions as
prescribed by the foundation and mandated for all members of the associations. The associations however,
may take in to account the ability to pay for different categories of factories and adopt a flexible approach
to collect and contribute the total of the employers contributions.

ADB TA 4320 BAN Social Protection for RMG Sector



It is recognized that there are large number of factories and the workers who are not the members of
any of the employers associations. The responsibility for collection of contribution for such employers
should be of the labour department.

The contribution from workers can be an annual registration fee and annual contribution by way of
their share to avail the benefits of the package of insurance and other schemes of welfare and skill
development proposed for implementation for workers and their families.

It is proposed to collect about US $15 or TK1000 as the annual contribution for family and self. This
contribution it is recommended that be shared in the ratio of 20 per cent, 35 per cent and 45 per cent
by worker, employer and the government respectively. In other words a worker will contribute TK
200, an employer will contribute TK350 and the government will contribute TK450 per year. The
annual registration fee may be about U.S$1toTK75.

The Department of Post normally has extensive and decentralized net work of post offices easily
accessible in all areas. It is suggested that the GoB explore the possibility of involving the
Department of Post as a key institution to manage the finance and expenditures under the scheme.
Hence, for collection of contribution and disbursement of benefits through pass book entry is
suggested.

For information, counselling and registration, the key role may be assigned to the local counselling
centres. Inthe pilot project, it is suggested that the GoB, setup 2 to 3 such centres preferably in the
residential clusters of Dhaka region on the lines of local counselling centres set up for the RMG
female workers.

The legal backing of the proposed arrangement is expected to be taken care of by the frame work of
the labour foundation itself. The recommended approach to social protection for RMG female
workers in Bangladesh is to combine the family income stabilization and empowerment with the
measures of social protection for the family.

Registration, Identity Card:

The labour welfare centres with the help of local government and other interested agencies can
register the RMG workers on payment of the specified registration fees and on registration, the
worker will be given ID Card, registration number and a list of entitlements/benefits under various
schemes. The computerization and nation wide network is necessary so that the registration number
remains unchanged irrespective of the change in place and work.

Implementation Schedule

It is obvious that before launching the project, a great deal of preparatory work is needed. Forms and
pro-forma for registration, identity card, contract format for service providers, invoice format,
procedures for claim filing and settlement, disbursement of benefits, designated centres for
registration as member, payment of premium etc. needs to be developed.

The board will also conduct prior consultations with stakeholders for explaining the programme of
activities and fixing roles and responsibilities of various stakeholders envisaged, contributions etc.

5.3 Conclusions and Recommendations

Loss of employment amongst RMG sector workers will have a cascading effect on employment and income
in other allied informal sectors like low cost rental housing, transport and a variety of other services and
consumer goods markets. Hence, social protection of RMG workers has economy wide ramifications. The
GoB is rightly concerned with policy initiatives and programs, for enhancing the competitive edge of this
sector which among others, includes training of existing workforce at all levels to improve the productivity
and prevent redundancy. A recent World Bank Study on Improving the Living Conditions of Urban Poor in
Dhaka concludes that the RMG workers form a sizeable proportion of the urban poor population in
Dhaka®.

While Bangladesh has falsified the gloomy predictions on exports of RMG following the abolition of quota
system from January 2005, it will be a mistake to take a complacent view for the future. We hope that the
findings in the final report would invite a rapid response to a range of challenges presented by the changing
economic and global trade scenario at the national policy level and effective Public Private Partnerships
for the provision of sustainable and inclusive social protection. A well defined social protection strategy
which is accessible, affordable, preventive and promotional can become an effective tool in delivering the
RMG workers from the clutches of poverty.
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Appendix - 1
Statistics on World Trade in Textile and Clothing
World Trade in Textiles, 2005 Leading exporters and importers of textiles, 2005
(Billion dollars and percentage) (Billion dollars and percentage)
Value 203 Value | Share in world exports / imports Annual percentage change
Annual percentage change 2005 | 1980 | 1990 | 2000 | 2005 | 2000- | 2003 | 2004 | 2005
il e 8l Exporters s
1985-90 15 Buropean Union (25) 67.98 - - 35.9 33.5 4 14 11 -6
1990-95 8 Extra-EU (25) exports | 23.51 - 10| 116 6 15 15 3
1995-00 0 China a, b 41.05 4.6 6.9 10.3 20.2 21 31 24 23
2000-05 5 Hong Kong, China 13.83 - - - - 1 5 9 -3
2003 13 Domestic exports 0.60 1.7 2.1 0.7 0.3 -12 -23 -10 -12
Re-exports 13.23 1.6 5.8 7.8 6.5 2 8 10 -3
2004 12 United States 1238 | 68| 48] 70| 61 2 2 10 3
2005 4 Korea, Republic of 10.39 4.0 5.8 8.1 5.1 -4 -2 1 -4
Share in world merchandise trade 2.0 Taipei, Chinese 9.71 3.2 5.9 7.6 4.8 4 -2 8 =
Share in world exports of manufacturers 2.8 Jndia I 2 Zl ol 2 6 L : 12
Pakistan 7.09 1.6 2.6 2.9 3.5 9 21 5 16
Turkey 7.07 0.6 1.4 2.3 3.5 14 24 22 10
Japan 6.91 9.3 5.6 4.5 3.4 0 7 11 -3
Indonesia 3.45 0.1 1.2 2.2 1.7 0 1 8 9
Thailand 2.76 0.6 0.9 1.2 1.4 7 7 19 8
Canada 2.46 0.6 0.7 1.4 1.2 2 4 7 1
Mexico a 2.13 0.2 0.7 1.6 1.1 -4 -5 -1 3
United Arab Emirates, c, 1.70 0.1 0.0 0.8 0.9 & 11 45 &
d
Above 15 183.52 & & 90.5 90.5 - - - -
Importers
Buropean Union (25) 65.83 - - 33.2 30.8 4 14 11 -4
Extra-EU (25) 21.36 - - 9.8 10.0 6 15 14 2
imports
United States 22.54 4.5 6.2 9.6 10.5 7 8 13 9
China a, b 15.50 1.9 4.9 7.7 7.2 4 9 8 1
Hong Kong, China 13.79 - - - - 0 7 9 -2
Retained imports 0.57 3.7 3.8 0.9 0.3 -17 -4 -17 14
Mexico a, e 6.02 0.2 0.9 3.5 2.8 1 -2 5 5
Japan 5.81 2.9 3.8 3.0 2.7 3 11 11 4
Turkey 4.43 0.1 0.5 1.3 2.1 16 21 21 6
Canada e 4.32 2.3 2.2 2.5 2.0 1 1 7 5
Major regional flows in world exports of textiles, 2005 Korea, Republic of 3.54 0.7 1.8 2.0 1.7 1 -3 8 5
Viet Nam ¢ 3.33 & & 0.8 1.6 19 18 21 13
(Billion dollars and percentage) Romania 3.31 & 0.1 1.0 1.5 14 21 16 -1
United Arab Emirates, c, 3.22 0.8 0.9 1.2 1.6 - 11 36 -
Value Annual percentage change d
India C 2.10 0.1 0.2 0.3 1.0 30 24 26 51
Lo 5.2 4 1 - Thailand 1.99 03 0.8 1.0 0.9 4 3 13 8
Intra-Asia 45.6 3 11 5 Above 15 145.19 & & | 688 679 - - - -
Asia to Europe 16.4 11 14 19 a Includes significant shipments through processing zones
Asia to North America 15.5 11 13 20 b In 2005, China reported imports of textiles from Chim amounting to $2.7 billion.
Intra-North America 10.6 -1 6 4 fl IZ%COIZ(EZ tizzrzt;rzlg%gmmates
Asia to Middle East 6.5 8 10 5 e Imports are valued f.o.b.
Asia to Africa 5.3 14 18 14
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World Trade in Clothing, 2005

(Billion dollars and percentage)

Leading exporters and importers of clothing, 2005

(Billion dollars and percentage)

Value 276
Annual percentage change

1980-85 4

1985-90 18

1990-95 8

1995-00 5

2000-05 7

2003 13

2004 11

2005 6

Share in world merchandise trade 2.7

Share in world exports of manufacturers 3.8

Major regional flows in world exports of clothing, 2005

(Billion dollars and percentage)

Value | Share in world exports / imports Annual percentage change
2005 1980 1990 2000 2005 | 2000- | 2003 2004 2005
05
Exporters
European Union (25) 80.35 - - 26.9 29.2 9 18 12 5
Extra-EU (25) exports 22.62 - - 6.8 8.2 11 13 11 18
China a 74.16 4.0 8.9 18.2 26.9 16 26 19 20
Hong Kong, China 27.29 - - - - 2 3 8 9
Domestic exports 7.23 11.5 8.6 5.0 2.6 -6 -2 -1 -11
Re-exports 20.06 0.8 5.7 7.2 7.3 7 6 13 18
Turkey 11.82 0.3 3.1 3.3 4.3 13 24 12 6
India B 8.29 1.7 2.3 3.1 3.0 6 10 0 25
Mexico a 7.27 0.0 0.5 4.4 2.6 -3 -5 2 -3
Bangladesh 6.42 0.0 0.6 2.0 2.3 10 7 16 13
Indonesia 5.11 0.2 1.5 2.4 1.9 2 4 8 15
United States 5.0 3.1 2.4 4.4 1.8 -10 -8 -9 -1
Viet Nam b 4.81 - - 0.9 1.7 20 32 28 8
Romania 4.63 - 0.3 1.2 1.7 15 25 16 -2
Thailand 4.09 0.7 2.6 1.9 1.5 2 1 10 3
Pakistan 3.60 0.3 0.9 1.1 13 11 22 12 19
Tunisia 3.33 0.8 1.0 1.1 1.2 8 1 21 1
Sri Lanka 2.88 0.3 0.6 1.4 1.0 0 10 4
Above 15 228.98 - - 77.3 83.1 - - - -
Importers
European Union (25) 120.70 - - 39.8 44.8 9 19 16 4
Extra-EU (25) 70.97 - - 20.8 24.7 10 20 15 8
imports
United States 80.07 16.4 24.0 32.3 27.9 4 7 6 6
Japan 22.54 3.6 7.8 9.5 7.8 3 11 11 4
Hong Kong, China 18.44 - - - - 3 7 8
Retained imports - - - - - - - - -
Russian Federation b 7.84 - - 1.1 2.7 29 49 38 30
Canada ¢ 5.98 1.7 2.1 1.8 2.1 10 12 16 14
Switzerland 4.72 3.4 3.1 1.5 1.6 8 15 9 2
Australia ¢ 3.12 0.8 0.6 0.9 1.1 11 20 22 17
Korea, Republic of 2.91 0.0 0.1 0.6 1.0 17 13 8 6
Mexico a, ¢ 2.52 0.3 0.5 1.7 0.9 -7 -9 -15 -2
Singapore 2.13 0.3 0.8 0.9 0.7 3 16 7 -5
Retained imports 0.67 0.2 0.3 0.3 0.2 4 2 14 7
Norway 1.86 1.7 1.1 0.6 0.6 8 13 8 11
United Arab Emirates, b, 1.67 0.6 0.5 0.4 0.6 - 20 40 -
d
China a 1.63 0.1 0.0 0.6 0.6 6 5 8 6
Saudi Arabia b 1.57 1.6 0.7 0.4 0.5 14 13 10 13
Above 15 ¢ 267.26 - - 92.1 93.1 - - - -

a Includes significant shipments through processing zones

b Includes Secretariat estimates
¢ Imports are valued f.o.b.
d 2004 instead of 2005

e Excludes retained imports of Hong Kong, China

Value Annual percentage change
2005 2000-05 2004 2005
Intra-Europe 83.7 9 13 2
Intra-Asia 47.6 6 8 15
Asia to Europe 34.8 10 13 17
Asia to North America 32.4 4 12 -6
Intra-North America 12.0 4 6 2
Asia to Middle East 11.0 -4 -1 2
Asia to Africa 7.3 34 55 27
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Appendix - 2

Key Findings of the Survey

e Only 17per cent of the total workforce surveyed were able relocate themselves in any kind of gainful
employment, with a majority (81per cent) of these re-employed workers find themselves back in the RMG
sector. Those that have secured jobs in other sectors are less that one percent with three percent opting for
self-employment opportunities. The remaining 83per cent of the retrenched workforce continues to seek
help for employment with a preference for regular jobs within the RMG sector.

 Labor law requires that all workers receive an appointment letter, yet not a single worker out of 8807
female workers surveyed has reported any formal confirmation of their appointment. The only identity
proof a worker has is the daily attendance card, which is renewed every month and validates their entry
into the factory premises as well serves as a daily wage log.

e Most often workers are dismissed from their jobs without prior notice, and the dismissal is often made to
look voluntary either on medical grounds or due to irregular payment of wage and overtime.

e The Minimum wage according to the Minimum Wage Ordinance enacted in 1994, was revised in October
2006, almost after a period of 10 years. The minimum wage before the revision stood at Tk 930 per month
usually paid to the entry level workers called the Helper category. The workers have reported a decline in
the number of helpers hired and an increase in the demand for operators, as the current minimum wage
now matches the wage paid to the workers at the operator level earlier.

* This has affected the employment pattern, as the workers at the entry level are now required to have the
skills at the operator level thereby making it difficult for the unskilled workers to enter into the RMG
sector. As a result the workers with lesser skill at the entry level jobs are being replaced by workers with
better skill.

* The displaced workers which form 83per cent of the total retrenched workforce surveyed that find
alternative forms of employment difficult in spite of the overall growth in the RMG sector and
corresponding employment generation.

e According to the Factory Act of 1965 weekly holiday is mandatory and a worker should work no longer
than 10 days consecutively without a holiday, but the number of workers who enjoyed regular weekly
holidays only form 19per cent of the total. Almost 42per cent workers reported that the weekly offs were
irregular and 37per cent did not get weekly offs at all for more than a month.

 Only 160 workers claimed to have received maternity leave of 3 months. Fifty percent of the workers
were unaware that they are entitled to 12 weeks of maternity leave as provided by the Maternity Benefit
Act 0f 1950.

* Rent becomes a major expense for the workers as seventy percent of the workers surveyed have reported
that the rent charged usually forms 50 to 60per cent of their individual incomes. The remaining 30 per cent
of the workers are entirely dependant on their families for meeting various expenses as their salaries are
almost equal to or less than the rent paid.

e Eighty Percent of the women workers surveyed have migrated from rural villages or from adjoining
areas to Dhaka and they usually take shelter in residential clusters or slums around the RMG factories with
friends, relatives, or in messes and hostels.

e There is also a tendency to share the accommodation with a group of 5 to 6 workers to share the rent
burden as 22 percent of the workers are either single, divorced or widows. This makes the workers highly
susceptible to various kinds of diseases due to lack of sanitation and proper and affordable healthcare, in
addition to the occupational hazards prevalent in the sector.

* Workers in the EPZ are entitled to various non-wage benefits including accommodation transport, meal
and medical allowance, bonuses, pension, provident fund and insurance benefits (Factory Act 1965). Most
of the factories, do not confirm the employment status with a formal appointment letter and the garment
industry workers outside EPZ, are largely deprived of these benefits. However, majority of the workers
approximately 80per cent confirmed that they received a bonus.

e None of the garment workers received transport facilities from the factories. Usually the workers have
to walk more than 1 Km to reach their workplaces everyday.

* Only 10 per cent of surveyed female workers report that their firms have regular physician while Factory
Rules of 1979 provide that “the medical practitioner shall always, be available on call during working
hours”.15per cent of the workers said they received no medical benefits at all.

e The workers in category B, those who were retrenched from the RMG sector but found jobs in the other
informal sectors also confirmed that they did not receive any kind of appointment letters from the
employers.

* None of the employees in Mirpur reported any kind of medical insurance or accident cover both by the
employers or privately owned. Only 12 per cent in Rampura reported Group Insurance Scheme is available
in their factories. The current law makes a provision for General Insurance for employees at all levels with
provision for natural death cover as well as accidental death for those employees with 3 years of service.

* None of the workers in all four categories have reported to have received any kind of retrenchment
compensation from the employers as in most cases the retrenchment is made to look voluntary on the part
of the workers.

e A marginal fluctuation in the income levels can push the workers to near destitution levels causing a high
dependence on the family or friends without any fall back mechanism.

* The educational level of the RMG workers specifically those working in the EPZ was higher than the
RMG workers outside with only 19per cent workers with or below primary level education.

e More than 70 per cent of the women have migrated from rural areas and are living in the slum areas of in
and around the city.

e 70 80 per cent of these female workers live with their families while about 15 per cent live in groups in
privately rented rooms.
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Survey Tables

01. Age of the worker |
A B C D G. Total
15-20 706 14 59 2830 3609
20-25 351 37 106 2635 3129
25-30 110 17 61 1064 1252
30-35 32 9 20 462 523
35-40 15 4 9 206 234
40< 5 3 4 42 54
1220 83 259 7238 8800
A B C D G. Total
0-1000 438 32 54 1516
1000-2000 614 43 151 4494
2000-3000 151 9 51 1109
3000-4000 13 0 3 79
4000-5000 4 0 0 22
5000< 0 0 0 17
Depend on production 1 0 0 0
1220 83 259 7238 8800
03. Salary of the worker (new) |
A B C D G. Total
0-1000 77 23 92 0
1000-2000 724 46 128 0
2000-3000 369 10 32 0
3000-4000 32 2 4 0
4000-5000 12 0 3 0
5000< 4 2 1 0
Depend on production 1 0 0 0
Daily Basis 1 0 0 0
1220 83 259 0 1562

04. Marital Status |

A B C D G. Total
Married 622 70 230 5852
Unmarried 573 7 23 1285
Divorced 12 1 3 42
Deserted 13 6 3 57
Widowed 0 0 0 2
1220 83 259 7238 8800

05. Education

A B C D G. Total

llliterate 88 8 28 507

Below Primary 444 42 100 3211

Primary 513 16 82 2543

Class-8 124 9 40 671

SSC 49 5 9 275

HSC 2 4 1 31

Degree 0 0 0 0

1220 83 259 7238 8800
07. Reason for Leaving job |
A B C D G. Total

Baby Keeping 17 14 50 689

Bad Behavior 104 8 14 577

Change Accommodation 13 0 1 15

Excess Duty 15 2 9 34

Factory Closed 21 2 2 68

Family Problem 15 1 14 645

For lliness 139 28 76 2010

Got Married 24 2 6 302

Go to village 25 1 3 130

Long Distance 7 0 0 3

Low Salary 618 8 11 177

Maternity 33 6 41 1395

Night Duty 7 0 0 18

No leave 6 0 0 2

No overtime 7 0 1 0

Salary problem 62 4 6 349

Change Designation 67 2 0 39

Change Factory 14 2 6 36

Long distance 5 0 0 14

Under age 3 0 0 33

Admitted to school 0 0 0 8

Personal problem 0 3 1 99
Prohibition from husband 0 0 19 531

Fathers &Mothers death 0 0 0 9

Factory shifted 0 0 0 18

Factory damaged by fire 0 0 0 32

Absent 0 0 0 6

Accident 0 0 0 2

1220 83 259 7238 8800
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06. Designation(old
A B C D G. Total A B C D G. Total
Helper 613 59 100 3145 House 303 20 44 1338
Operator 557 19 154 3724 Land 134 2 11 193
Quality 9 1 3 64 House+Land 157 4 11 245
Bua 0 0 1 19 Cow+House 0 0 0 1
Cleaner 0 0 0 10 Nothing 289 44 119 3523
Supervisor 0 0 1 3 Something 290 13 74 1902
Quality Inspector 12 1 0 30 1220 83 259 7238 8800
Folding Man 9 0 0 56
Iron Man 2 0 0 1
Aya 0 0 0 3
Block Batik 0 0 0 1 .
Button Operator 0 0 0 3 U BRI L |
Checker 0 0 0 32 : 2 B O Gt
Knitting Operator 0 0 0 2 GV D L L L
— Not Given 1220 82 259 7238
Linking Operator 4 0 0 15 1220 33 259 7238 3800
Maid Servant 0 0 1 22
Mending Operator 4 0 0 8
Poly Man 0 0 0 18
Printer Man 2 0 0 13
Production Quality 3 0 0 7 11. Accommodation Type
Controller A B C D G. Total
Quality Controller 1 2 0 38 Rent 792 80 247 6419
Training Operator 0 0 0 1 Self 427 3 12 820
Weaving Operator 0 0 0 6 1220 83 259 7238 8800
Cooker 4 0 0 0
Design Man 2 0 0 0
Other 0 1 0 13
1220 83 259 7238 8800 . .
12. Compensation Received |
A B C D G. Total
Yes 0 0 0 197
L 1220 8 2 7o
A B C D G. Total TOTAL 1220 83 259 7238 8800
0-1000 0 2 3 45
1000-2000 43 3 9 241
2000-3000 183 9 28 1073
3000-4000 242 13 45 1586
4000-5000 298 32 102 1952
5000-6000 224 14 36 1222
6000-7000 79 3 20 445
7000-8000 101 2 4 399
8000< 30 0 9 240
Dont know 19 7 0 74
1220 83 259 7238 8800
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Appendix - 3

Survey Questionnaire

Please check and collect a copy the ID card or Attendance card (either present /past job)

SURVEY OF RETRENCHED /JOB LESS RMG WORKERS
DURING LAST TWO YEARS (2005&2006) IN DHAKA REGION BANGLADESH:

[Pilot Project on Social Safety Net, Department of Women Affairs, GOB]

Basic Information of the Retrenched Female RMG Worker- INFO SHEET

Serial Number:

Al Bl | cl] D[]
Employed at another Employed at Non Self Employed Unemployed
RMG RMG

1. Individual Profile

1.1.1 Name 1.1.2 Do/

W/o

1.1.3 Address for correspondence

House+Road/ Village Area/PO/RS

1.1.4 District Phone (on request)

1.1.5 Any other address or phone number that you may be approached at

House +Road/ Village Area/PO/RS

District Phone (on request)

1.1.6 Date of birth (dd /MM / YYYY).uuiiiiiiiiiieiiiieeiieieeie e A7 Agenninenn

1.1.8 Marital status [ 1 Married [ ]Unmarried [ ] Divorced [ ] Deserted [ ] Widowed
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1.2 Education

1.2.1 General Education

[ Jnon matriculate

[ 1 lliterate [ 1 below primary [ Iprimary
[ Imatriculate [ lintermediate [ IDegree
1.2.2 Any other skill/technical skill

1.2.3 Certification (if any): Yes/No

2.1 Identification of the Target Group

Worked in Garments:

2.1.1 Start Date

(MONEtN.e e eeeeeeeeeeens YA (=T | )

2.1.2 End Date

(MONth. e, WA (Y= | . )

2.1.3 Duration:

A B C
Employed at another RMG Employed at Non RMG Self Employed
A.1 Start Date B.1 Type of job C.1 Type of self employment
(/T YA (P )
A.2 Sector B.2 Start Date C.2 Start Date (M.............. /200...)
(M......../200.....)
A.3 Monthly salary B.3 Monthly salary C.3 Address:

A.4 Name of the organization

B.4 Name of the organization

C.4 Monthly income

A.5 Address of the organization

B.5 Address of the
organization

A.6 Designation

B.6 Designation

A.7 Department

B.7 Department

A.8 Job description

B.8 Job description

B.9 Product/service

C.5 Product/service:

2.2 Number and type of jobs lost/quit during last two years and reasons for change/loss:

Job

Salary Reason

2.1.4 Monthly Salary:

2.1.5 Name of the organization:

2.1.6 Address of the organization:

2.1.7 Designation:

2.1.8 Department:

2.1.9 Job description:
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2.3 Present work, establishment and service conditions/benefits

2.3.1 Monthly Salary:

Basic Medical allowance Rent: Others:

2.3.2 Are you given a letter of appointment? Yes/No.

2.3.3 Distance between residence and place of work

Total: =

2.3.4 Mode of transport used to reach the place of work

2.4 Service benefits:

2.4.1 No of days of casual leave ?with /?without pay : Day.
2.4.2 Annual earned leave ?with /?without pay : Day

2.4.3 Sick leave with pay ?with /?without pay : Day

2.4.4 Maternity leave ?with /?without pay : Day

2.4.5 Bonus (specify) Yes/No i Tk.

2.4.6 Medical allowance or any benefit Yes/No i Tk.

2.4.7 House rent allowance Yes/No : Tk.

2.4.8 Festival cash advance Yes/No : Tk.

2.4.9 Food grain cash advance Yes/No : Tk.

2.4.10 Free group life/accident insurance Yes/No i Tk.

2.4.11 Your private paid insurance or saving scheme Yes/No

2.5 Statutory Entitlements:
Provident fund contribution per year
2.5.1 Worker (per cent)
2.5.2 Employer (per cent)
2.5.3 Government (per cent)

2.5.4 Gratuity month salary for each years of service

3.4

SES

3.6

3.6.1

3.6.2

Family details:

Male Female Total
3.1 No. of family members 3.1.1 3.1.2 3.13
3.2 No. children below 10 years age 3.2.1 322 323
3.3 No. of earners other than self 33.1 332 333

Nature of job/work of earners in the family:

Family income excluding the income of self (Tk. RM.) :

Migration :
Born in Dhaka ? Yes/No,

when did you come to Dhaka : years.

3.7 If migrated :

3.7.1

3.7.2

3.7.3

3.7.4

3.7.5

3.8

3.8.1

3.8.2

3.8.3

Native District :

Family members back :

Type of property including cattle in native place :

Monthly remittance (Tk) to family in native place

Frequency of sending money:

Accommodation in Dhaka:

[ IRented []Own [ ] Other arrangement (specify) :

If rented, rent (Tk) BM.

How did you find rented accommodation (specify) :
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4. Self assessment/ opinion on current job/ activity requirement of training/skill

4.1

4.2

4.3

4.4

4.5

4.6

Are you satisfied with your present job/self employment activity? Yes/No (if yes go to 5)

If no, what are you searching? another RMG factory job; other than RMG factory job; self
employment; loan/micro credit / any other (specify)

What type of new/ alternative job/self employment you are looking for and where (Give details of
your plan) including requirement of capital, space, etc.

Do you have necessary skills/ training to undertake the proposed activity/job

What type of new skill/ up gradation of existing skills you think is required to realise your objective
of new job/ employment (Give details)

How much you can spend on acquiring new skill / up gradation of skills and whether you have
identified such trainer (Give details)

5. Post Retrenchment life-status of efforts at alternative livelihoods

5.1

5.2

5.3

5.3.1

5.3.2

G

5.3.4

Alternative job
[ 1 undecided [ 1 identified the type of vocation
[ 1 got employed

[ 1 acquired the required skills [ 1 approached the employers

[ 1 out of employment again [ 1 searching for better employment [ ] any other

Self Employment
[ ] undecided [ ] identified the type of activity
[ ] planned the self employment activity [ 1 mobilized the resources

[ ] started the project [ ] failed in the project [ 1 any other

Job search, assistance:

Who helped you to get your present job/work And what was the nature of help (write below)
How much time it took to get your present/previous (if unemployed) job/work :

Is your present job /work better than the previous job/work in terms of:

> Status of the job > Salary

In case of previous job loss form RMG factory, Did you get any retrenchment compensation as per
the law

5.3.5 Did you get any other cash compensation (Give details if any)

5.3.6 Were all your dues cleared on retrenchment (If not, pl specify)

5.3.7 If you have lost RMG factory job and are at present without work; How are you managing your
livelihood

[1 Loan [] Savings [] Help from friends [] On other members of the family [] Others........

5.3.8 How are you paying house rent

[1 Loan [] Savings [] Help from friends [] On other members of the family [] Others........

5.3.9 Have you changed/forcibly evicted from rented accommodation after job loss Yes/No

5.3.10 If yes, please give how you got the new accommodation and who helped you

[] friends [] family [] Colleague [] Others........

Date
Place: Signature of Interviewer

NOTE: The interviewer will attach a passport size photo and copy of the attendance card from the previous RMG employer for
verification.
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Appendix - 4

Comparative analysis of social security schemes (focussing on
Health and Life insurance): Cases in Tanzania, China and India

General comments -
* Insurance based health care should not be treated as substitute to the existing (planned) services provided by the public

health care institutions. rather it should be developed to complement the public health system.

Cases Tanzania Tanzania China India India Comments Cases Tanzania Tanzania China India India Comments
analyzed analyzed
UMASIDA Ingunga Health SEWA - an Health Organisationa | Uniquely NGO in Multilayered Co-operative Identified
health Community Insurance in NGO Insurance for 1 structure designed collaboration govt. depts. structure Agencies
insurance Health Fund China the workers by "Mutual Help with Govt. - Someyimes
Govt. Association" - with with
Sector / Informal sector | District level - Three types- 1. Informal Sector | Workers in un- community enterprises.
Activity / voluntary State owned,2. low income self | organised level
employment participation State owned employed sector in participation
and Target from but run by various Members' High Good High It creates
Group community enterprise occupations participation ownership in
with individual based and activities the overall
contribution. industrial execution and
enterprises,3. management.
collective Eg., SEWA
enterprises model
subsidised by Implementing Workers Community State Through its' State plus
local govts.Civil Agency Organization own Insurance
servants, Agency
Employees and Scheme
wokers in design
urban areas.
Size of the 4500 50000 NA 2,00,000 NA *Basic medical care is almost free (dependents pay 50per cent); costs are charged to worker's welfare funds in their enterprises.
group _ _ _ _ PROSPECTS * Good * Good * Its' primarily a * Very good
Scheme focus Health Health Health Life and Health | Life, Health, A mix of life otganisational participation from | employee organisational * Comprehensively
Old Age fmd health structure the structure designed.
BN ST for smaller groups | community reflects | contribution helped good
well received in compact area. successful scheme - but implementation
however the sl
fo'cug ot * Well structured implementation of | is indirect as the mangement at the
[PrElerElyy ShF)UId selection critetia the scheme. medical grass root level.
be determined for the medical *Well structured care costs are
as per'the need care service exceutive body at chatged to * Deposit linked
analysis of the providers insurance -
— - - group. District, ward and workers welfare the premium is
Contribution USD12/person | USD10/person | Employer Varlab_le - Fixed | Rs.3 per worker | Premium village level. -~ paid by the interest
/year /year 50per based* deposit linked per day should be ——
cent additional 50per cent paid | contributed shared by * Load on Govt. on the deposit, No
contribution by members equally by the employer as exchequer dependency or,l
from the Govt. worker,state well as the G gl
and employer. employees; is dicreasing and * Premium is
h‘?‘?’evef an so for the based on the
initial grant family/members
from govt. or ofF
facilitating eterprises as well. the family -
agency ghould However offering options to
help easier roll .
- - ouF the §chc@c. the contribution * There is also an
*size and Small / Medium Latge / This guides in — option for Annual
distribution of compact Scattered the planning employees is premium or fixed
beneficiaries fmd choosing Rt o premium.
ideal scheme * Well laid out
frame\york 1 structures for
Centralized vs i magl dlaiimn
Decentralized P —
* Fixed ceilings of
compensation
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CONSTRAINTS

*The
organisational
structure

*The
organisational
structure

*It's all govt.
initiated with

*High rate of
rejection of claims
vs honoured
claims,

* Execution is
questionable.

will be difficult to

is too complex

little room for

cover large (multiple layers) intervention * Preventable
geographically for the smooth Illness- covergage
scattered implmentation of by ptivate agencies

beneficiaries. the scheme. not clear

* Upscaling to * Lack of * Lack of rational * Flexibility in the

large no. of
beneficities

information flow -

mechanism

premium options
and compensation
categories

also is constrained
due to highly

resulted in poor
co-ordination at

to
fund/contribution,

is good on one
hand for better

centralized the excutive level, * Lack of effective | cost effectiveness

structure, of the scheme but
it

* Since the * Service providers | mechanism to gets complicated

contribution is
fixed,

are mainly from

restrain

in settlement
issues and

the members may
overuse the service

Govt. sector (as no
private service

service providers
and

understanding of

- the scheme

poor control providers were beneficiaries for per se by the

mechanism. there) their downtrodden
classes.

* Complicated *Scheme is inclination towards

operating methods | dependent on the expensive

- 50per cent

capitation fee, case | contribution from sevices,

by case method Govt. - thus

or enterprise clinic | sustainability is *people are used

- leads to poor questioned. to free

management and
control.

medical services
and are

* For smaller
groups of workers

unaware of rising
cost -

Appendix - 5

JiND]8] Asian Development Bank

FIGHTING POVERTY IN ASIA AND THE PACIFIC

PROPOSAL

FOR IMPLEMENTATION OF MEASURES TO SUPPORT THE
ESTABLISHMENT OF THE LABOUR WELFARE FOUNDATION

ACCORDING TO LAW NO. 25 OF 2006

. INTRODUCTION

1. The Government of Bangladesh, Ministry of Labor and Employment, has established the Labor Welfare
Foundation under the recently enacted law titled Labor Welfare Foundation Law No. 25 of 2006. The Law
has been notified in the official gazette dated, 6th July 2006. The Welfare foundation is governed by a
Board of trustees, chaired by the Minister of Labor and Employment and Secretary, MoL as Vice
Chairman. The Board is tripartite in composition with total membership of twenty representatives
including the Chairman and the Vice Chairman. There are seven representatives from the GOB Ministry of
Labor, Jute, Cotton Industry, Expatriate Welfare, Law and Commerce. In addition the board also consists
of four members representing the National Trade Unions, five from the Employers Federation and one
workers representative.

2. The ADB funds TA 4320 Social Protection for retrenched female workers in the RMG sector in the context
of the changing trade environment as a result of the expiry of the Multi Fiber Agreement in January 2005.
The Ministry of Women and Children Affairs, GoB is the Executing Agency with the objective to provide
social safety net measures for the retrenched women workers. The present note proposes to support the
GoB in the establishment of the Labor Welfare Foundation from the funds available in TA 4320.
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Activities of the Labour Welfare Foundation:

The activities to be undertaken under the foundation are wide, including provision of financial and other
assistance to the deserving and needy workers and their families.

The activities comprise:
1. Undertake projects and implement them for the welfare of workers and their families;

2. Provide financial assistance to disabled and other workers who are unable to work;
3. Provide medical and financial help to sick workers;

4. Provide financial help to the family of a workers who dies in accident;

5. Provide financial support and scholarship to gifted children of the workers;

6. Introduce Group life Insurance for workers, the premium to be paid from the fund;

7. Organize different activities for collection of funds and administration activities.

Mobilisation of Funds

The Foundation shall mobilize funds under the statutory requirement of the Companies Profit (Workers
Participation Act, 1968) Act No. XIl of 1968. According to the Bangladesh Labor Code, it is applicable to
a company in which hundred or more workers are employed in any shift at any time and the paid up capital
as on the last day of its accounting year is at least Tk. one Crore or more and the value of the fixed assets is
Tk two Crore or more. Under the Act two funds are established, managed by a Board at the company level
which include :

1. Participation Fund
2. Welfare Fund.

The Company contributes five percent of its net profit to the participation fund and the welfare fund in the
ratio of 80:20.

Section 242, Utilization of Participation Fund: Two third of the amount deposited in the Participation Fund
every year shall be distributed in equal proportion to all workers in cash and the one third shall be
invested.

Section 243 Utilization of Welfare Fund: the amount deposited in the Welfare Fund shall be utilized for
such purposes and in such a manner as the Board may, with the approval of the Government, decide.

Section 249, Funds Benefits to be in Addition to other Benefits: The benefits to workers under these funds
shall be in addition to and not in substitution of any other benefits to which the worker will be entitled
under any law, contract or terms and condition of employment etc.

IV.

10.

11.

12.

13.

Social Protection in RMG Sector

TA 4320 developed a Social Protection Strategy and set up pilot projects in two residential clusters in
Dhaka to test and verify the amelioration measures designed to mitigate the risk faced by the retrenched
workers. The key components of the pilot projects were :

* Tracking and Identification of Retrenched female workers through Survey
* Livelihood Counselling

* Redeployment Assistance

* Retraining

e Awareness Creation

A survey of the target groups helped in identifying the displaced workers and examining the employment
conditions and level of social protection available to and needed by the RMG workers. The Nodal
agencies surveyed 8,800 workers and provided livelihood counseling to 1,756 workers. The project
activities facilitated the redeployment of 300 workers back into the RMG sector and others into activities
like shoe and sandal making, security, embroidery, shopping bags etc. The survey of the RMG workers and
research undertaken by other institutions indicate that there is considerable ground to be covered in
ensuring the minimum of social protection suggested under the labor laws. The survey has covered
mostly workers working in the small and medium enterprises in Rampura and Mirpur (for more details see
the attachment).

Conclusion

The Labor Welfare Fund set up by the Labor Ministry is a desirable initiative for the pursuing the goal of
welfare support to distressed workers. The proposed activities focus on workers as well as on the families
and thereby take into account family welfare.

However, the constraints for providing the welfare measures will be mainly the availability of adequate
financial resources for the foundation. It appears that there is no statutory backing for collection of
necessary resources from the stakeholders. It is therefore understood that the foundation aims to
provide social assistance to the needy and the criteria for those in need is yet to be defined. In view of
uncertainty in the availability of financial resources there is an inherent problem of lack of sustainability of
the fund unless these and other details are carefully elaborated.

While social assistance to the distressed is a state responsibility, it is not an alternative to the contributory
schemes for setting up a meaningful and sustainable social protection system. Social Insurance is also
distinct from social assistance as it seeks to cover the economic and social aspects of risks and
vulnerabilities faced by the entire RMG workforce uplifting their social status and is not limited to
economic transfers to the marginalized or the economically inactive or disabled workers. Social insurance
is no alternative to social assistance; it is complementary and needed even by those who are not
belonging to the group of most needy. It means to share risks and to avoid falling into poverty because of
crucial life risks like serious disease, maternity, death of breadwinner, accidents, old age.
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14.

15.

VL.

16.

The survey findings together with the interaction with various stakeholders and NGOs suggest the need for
developing an integrated system of social protection for the RMG workers comprising as suggested by
the Labor Welfare Foundation Law social assistance as well as social insurance. It must be emphasized
that in developing such a system a sector based approach rather an individual enterprise based scheme
is recommended. Sector approach means that the welfare and insurance arrangements are not based on
the individual enterprise by are managed by an industry, region or country wide institution like the Labor
Welfare Foundation.

The sector wide approach has the following advantages:
* Therisk is shared among many enterprises and lies not on one single enterprise;
* The administration is less costly and much more efficient and effective;

* The need for one to one employer employee identification is not necessary and therefore is more
acceptable to the employers;

* The schemes being contributory in nature involving Employers, Government and the workers make the
stakeholders more accountable;

* The sharing of the financial burden leads to a more affordable and financially sustainable system
without putting the entire liability on the employer;

* [tis also an equitable arrangement for mobilization of funds as it will result in cross subsidization of the
scheme and of the groups of individuals and employers;

* The workers will have a unique social security number or identification number for availing the benefits
of the scheme even with job changes.

The existing institutional arrangement for implementation could be mainly that of supervision and control
while the social protection and social insurance schemes can be implemented through Public Private
Partnership. It must be noted, that the Welfare Foundation and its activities neither overlaps nor conflicts
with the framework for a social protection system. On the contrary: The Welfare Foundation can be the
framework for a comprehensive tripartite social insurance and social protection arrangement.

PROPOSAL

From this background, it is proposed to support the comprehensive social protection and social insurance
arrangement as suggested within the framework of the Labor Welfare Foundation under the Ministry of
Labor. This requires the following activities, which partly can be funded under TA 4320 and which should
support the establishment of the Labor Welfare Foundation and its Board:

-Elaboration of a proposal for the detailed design of the welfare and insurance scheme, including detailed
description of the benefit schemes, membership rules, contributions, administrative and organizational

* Elaboration of a proposal for detailed legal regulations under Law No. 25 of 2006, regulating the
organization, functioning and legal provisions for the social assistance and social insurance benefits, to
be approved by the Government following the constitutional arrangements in Bangladesh;

* To elaborate a proposal for an implementation plan for approval of the Board of the Social Welfare Fund
and the Ministry of Labor;

* To present alternatives taking into account international best practices and the view of the main
stakeholders in Bangladesh for information of and decision by the Board and the Ministry of Labor;

* To put all this together in a document that will be presented to the Board of the Labor Welfare Fund once
itis established and to the Government.

These activities would last 6 months and could start on June 1, 2007 after approval of these by the GoB.
Within the framework of these activities the following inputs would be funded from TA 4320:

* Workshops and capacity building activities (20per cent of the funds);

* Local expertise from specialists and stakeholders and international expertise as far as seen necessary
by the Board and the Government (60per cent of the funds);

* Equipment, travel costs, miscellaneous (20per cent).

The approval of the GoB is requested to proceed in this manner. Detailed costing and TOR will be
elaborated immediately when the GoB in principle agrees to this proceeding.

arrangements, financial management. This should be done in the framework of the Law 25 of 2006;
Centre For Policy Dialogue, 2007. State of the Bangladesh Economy in FY2005-06 and Outlook for FY2006-07. Dhaka : CPD.

The World Bank, 2007. Dhaka :Improving Living Conditions of the Urban Poor. Dhaka: World Bank, BDS Paper No.17.
Available from: http:// www.worldbank.org.bd/bds [Accessed Date : 31 October 2007]
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