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Opportunities Abound for China’s Gradual Exit
Improve RMG quality,
create more jobs: WB

. STAFF Gonﬂesmnnng

Bangladesh has to addréss non-cost fac-
tors to seize an opportunity stemming
from the shifting’ of expansive apparel
business from giant China due to
increasing prices, says a World Bank
report.

The country’s $26b clothing exports
can create more and better jobs if it
makes improvements in productivity,
product quality and reliability, and by
enforcing better safety conditions and
other compliance policies.

The WB report styled ‘Stitches to
Riches: Apparel Employment, Trade and
Economic Development’ was launched
jointly with Bangladesh Institute of
Development Studies at a function in
BIDS Auditorium.

Bangladesh is the second-largest
ready-made garment exporter after
China with a 6.4 per cent global apparel

market share and also the largest player-.-

China’s RMG industry, having 41
per cent global market slice, is shifting
as wages there is on the rise and it is
now focusing on highly value-added
products.

Bangladesh with its low-price advan-
tage is widely considered to grab the
chance, but the report suggests that
Bangladesh has to face challenges posed
by its other competitors, mostly from
Southeast Asia. .

It has steadily increased its share of
apparel trade above the global average
and greater than China but lower than
that of the Southeast Asian nations.

The report highlights that the South
Asian emerging tiger has to work on
issues other than prices which are now
important to global buyers,and retailers.

Successfully implementing reforms
will help Bangladesh increase exports
and capture more jobs from China’s
gradual exit from the clothing market
and compete with Vietnam, Cambodia

in South Asia.

and Indonesia.

Page 15Col 6

Improve RMG quality, create more jobs

From Page 16

For the US market, a 10 per
cent increase in Chinese
apparel prices would in-
crease apparel employ-
ment in Bangladesh by 4.22
per cent, the report said.

“The apparel industry
is extremely important to
Bangladesh’s economy, ac-
counting for 83 per cent of
total exports. The poten-
tial decreagse in Chinese
exports presents a huge
opportunity for
Bangladesh if it can meet
buyers’ requirements for
cost, quality, lead time, re-
liability and compliance
with safety standards and
other policies,” said WB
Country Director Qimiao
Fan.

Local apparel firms pro-
duce large quantities of
clothing at low costs, large-
ly due to its low-wage
rates. Firms mostly spe-
cialise in low-value and
mid-market price segment
apparels—trousers, Kknit
and woven shirts, sweaters
or sweatshirts—and have
not penetrated the high-
end clothing markets so
far.

“Competition is in-
creasing in the global ap-

parels market with buyers
moving towards greater
consolidation in sourcing
decisions and the impend-
ing approval of the Trans-
Pacific Partnership,” said
Gladys Lopez-Acevedo, re-
port co-author and a lead
economist for the World
Bank.

Bangladesh should cap-
italise on its position as a
regional leader and imple-
ment policies to improve
its product quality and fo-
cus on sustaining creation
and expansion of good
jobs, —bringing more
women into the workforce
and diversifying its prod-
ucts and end markets to
boost skills and valug, she
added.

The WB report suggest-
ed that Bangladesh has
many policy options to in-
crease export volumes. For
improved product quality
and diversity, reducing im:
port barriers to man-made
fibres is essential.

Bonded . warehouses,
duty drawback, cash sub-
sidy and export processing

zones could also help, it

mentioned.

To improve compliance
and safety standards, one
potential option can be to

encourage relocation of
firms into EPZs, the report
suggested.

Speaking on the occa-
sion, Centre for Policy Dia-
logue executive director
Prof Mustafizur Rahman
warned that Bangladesh
might lose the ‘China/Plus
One’ opportunity te its
South-eastern competitors
if it does not focus on mar-
ket and product diversifi-
cation and enhancing pro-
ductivity.

Dr Mashiur Rahman,
economic policy wonk of
the premier, said low-
wages have a disguised ad-
vantage as buyers are still
interested in Bangladeshi
apparels because of their
low prices which are-sup-
ported by low wages.

Bangladesh has to work
on narrowing skill gaps
among RMG workers for
which the government is
setting up new technical

institute alongside en-
hancing capacity of the ex-
isting ones.

The adviser called the
private sector for playing a
proactive role in develop-
ing RMG workers’ skill for
which the government will
provide necessary _sup-

pogt. -
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WB: Chinese wage hike
boon for BD women

F ibrahim Hossain ovi

Rising Chinese wages could have
favourable impacts on Bangla-
desh's female workers, with a 1%
increase in Chinese apparel pric-
es raising Bangladeshi firm's de-
mands for female labour by 0.44%,
a World Bank report has said.

A 1% increase in expected wag-
es in Bangladesh's readymade gar-
ment sector would make it 30.6%
more likely for women to join the
labour force, said a report titled

Stitches to Riches: Apparel Em-
ployment, Trade, and Economic
Development in South Asia that
was released at a programme in
Dhaka yesterday afternoon.

It said the US demand for Bang-
ladeshi apparel exports could go up
by 1.36% for every percent increase
in Chinese wages.

At the programme, World Bank
Country Director for Bangladesh
Qimiao Fan said: “The apparel sec-
tor in Bangladesh tells a remarkable

»)PAGE 2 COLUMN 4
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WB: Chinese wage hike boon

for BD women

story of women’s empowerment
by significantly increasing female
participation in the labour sector?

The study found that apparel
production was fairly mobile and
responsive to price changes.

If Chinese prices increase 10%,
US imports from South Asia would
increase by 13-25% depending on
the country. For Southeast Asia this
would be 37-51% depending on the
country, the study found.

For Bangladesh, if Chinese pric-
es or wages rose by 10 percent un-
der current policies, employment
would rise in parts of the sector
providing to the US market, by 4.22
percent for males and 4.39 percent
for females.

But for the EU market, apparel
employment would drop by 0.74
percent for males and 0.77 percent
for females.

To increase the apparel sec-
tor’s potentials to create jobs, the
World Bank suggested that the in-
dustry strengthen the value chain
by improving productivity and
adopting policies such as addi-
tional incentives and transparen-
cy to attract more FDI and ensure
access to buyers and additional
capital.

The global lender also suggest-
ed improving quality and product
diversity by reducing import bar-
riers to man-made fibres, upgrad-
ing compliance and reliability by
ensuring that social policies such
as safety conditions in Export Pro-
cessing Zones (EPZs) are enforced
and encouraging firms to relocate
to EPZs.

Commenting on product di-
versity of Bangladesh, the World
Bank said that it is a primary des-
tination for basic commodity items

produced in long runs, predomi-
nately made from cotton includ-
ing trousers, knit and woven shirts
and sweaters. Firms mostly spe-
cialised in low value and mid mar-
ket priced apparel and have not
penetrated the high end apparel
market.

The analysis of labour demand
showed that the number of jobs
created in response to higher de-
mand for exports in the garments
industry was higher than in other
sectors like agriculture. The report
also said there was a wage premi-
um in the RMG sector versus agri-
culture.

" If apparel wages remain high-
er than in sectors like agriculture,
apparel holds the potential to in-
crease female labour force partic-
ipation, which, in turn, would be
good for development.

As of 2012 data, Bangladesh has
the largest apparel export industry
of the four South Asian countries at
$22.8 billion, and the largest mar-
ket share at about 6.4% of global
apparel exports. The apparel in-
dustry is also extremely important
to the economy, accounting for
83% of total exports.

The industry is considered a
“growth supplier” like Pakistan
— rather than a “stable suppli-
er” like India and Sri Lanka — in
that it has increased export value
and global market share since the
early 1990s.

China revises its minimum wag-

‘es upwards at least once every two

years. Last year average income for
industrial workers grew by 7.4%.
However, the Chinese govern-
ment has been mulling freezes on
the wage growth due to economic
slump. =
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CHINESE APPAREL PRICE ON RISE

B'desh to benefit less than SE Asia
due to i competztzveness WB

Loehing o the Snay
‘Sritches to Riches?

Apparel Rmploymant, Trads, nh—uﬁ.“

Prime minister’
general KAS Mu

May 2, 1016, Dheia .l
VU Mot ity of Dyt Bt 156 T 1Tt B b .

viser Mashiur Rahman, Bangladesh Institute of Development Studies director
hid, World Bank Bangladesh country director Qimio Fan, Centre for Policy

Dialogue executive director Mustafizur Rahman and Bangladesh Garment Manufacturers and
Exporters Association president Md Siddiqur Rahman are -present at a programme at the BIDS

auditorium in Dhaka on Monday.

Staff Correspondent

AS Bangladesh lags behind
Vietnam, Cambodia and In-
donesia in competitiveness,
a rise in Chinese apparel
prices would offer more ben-
efits to the Southeast Asian

countries, according to a
World Bank report released
on Monday.

According to the report, a
10 per cent increase in Chi-

nese apparel prices would:

raise the Southeast Asian
(:oux,}iries' export to the US

B’desh to benefit

Continued from 131
percent for males and 0.77
percent for females.

According to the report
the  employment of
Bangladesh for the EUC mar-
ket would experience small
decrease because countryv’s
trade estimates do not
imply that Bangladesh is
close substitute for Chinese
apparel products in the EU
market.

According to the report,
a, 10 percent increase in
Chinese expori prices
would result in the US
increasing imports from
India and Bangladesh by
14.62 per cent and 13.58
per cent reSpectively.

South, Asia's competitor
countries would benefit even
more from rising Chinese
prices and Vietnam's exports

would increase by 37.70 per
ztent and Cambodms by
51.25 percent,
: The ‘also said that
rising Ghinese apparel prices
wou'ld have little, if any,
effect on, Bangladeshi and
Pakis aqxﬂsm the EU.
to the report,
fa 1. per.gent increase in
apparel output is associated
with a 0.3-0.4 per cent rise
in employment (for both
men and women) in
Bangladesh, Pakistan, and
Sri Lanka.

The report highlighted
that Bangladesh needs to
improve performance on
non-cost factors important
to global buvers.

‘Successfully  imple-
menting reforms will help
Bangladesh increase
exports and capture more
jobs from China's gradual
exit from the clothing mar-
ket and compete with
Vietnam, Cambodia, and
Indonesia,’ the WB said.

To expand apparel
exports and jobs in South
Asia, the report suggested
adopting  policies to
increase market access, ease
import barriers for man-
made fibre, improve export
logistics, and facilitate for-
cign investment.

‘If it fails to do so -and
fails' to do so quickly- it
risks losing out on a huge
opportunity to create good
jobs for development given
by China's rising- apparel
prices, the report said.

Centre  for . Policy
Dialogue executive director
Mustafizur Rahman said
Bangladesh needs to give
attention on. productivity,
market diversification, and
product dwermﬁcanqn

He said the global market
scenario is chancmu and
Bangladesh would have to
increasc the use of man-

— New Age photo

by 37-51 per cent, while the
export of South Asian coun-
tries would grow by 13-25
per cent (depending on the
country) due to barriers to
importing manmade fibres
and poor exporting logistics.

The report titled ‘StitChes

made fibre to remain com-
petitive.

The apparel sector in
Bangladesh needs targeted
policy support, Mustafiz
said, adding that it should
not be market-driven. ‘We
will have to think abouf
what should be the strategy
in Industrial policy.’

WB Bangladesh country
director Qimio Fan
remarked, ‘The apparel sec-
tor in Bangladesh tells a

_rtemarkable  story  of
women's empowerment by
significantly  increasing

female participation in the
labour force.' He hoped that
the potential decrease in
Chinese export. presents a
huge opportunity for
Bangladesh, if the countrv
can meet the requirements
of global buyvers on cost,
quality, lead time, reliabili-
ty, and compliance.

Gladys Lopez-Acevedo, a
World Bank lead cconomist,
presented the report at a
programme in the
Bangladesh Institute of
Development Studies audi-
torium in the city.

Prime minister’ adviser

Mashiur Rahman and
Bangladesh Garment
Manufacturers and

Exporters Association presi-
dent Md Siddiqur Rahman
also spoke at the session.

to Riches? Apparel Employ
ment, Trade and Economic
Development in South Asia’
shows that the rank of Viet-
nam and Cambodia in terms
of quality, lead time and social
compliance are higher than
the South Asian countries
like Bangladesh and India.

- According to the report,
the Southeast Asian coun-
tries have gained more com-
petitiveness on cost-related
factors.

Though the wage struc-
ture in Bangladesh is the
lowest, the worker’s produc-
tivity in Vietnam, Cambodia
and Indonesian is higher
than Bangladesh and India,
the report said.

The WB said Bangladesh
has steadily increased its
share of global apparel trade
above the world average and

‘greater than China, but low-

er than that of the Southeast
Asian countries.

It said that a 10 per cent
increase in Chinese apparel
prices in the US market
would increase employment
in Bangladesh by 4.22 per
cent in the sector but for the
EU market, apparel employ-
ment would drop by 0.74

Continued on B3 Col. 1
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Possible Chinese export fall
Huge RMG. mkt
awaiting
‘Bangladesh

News Report

China is gradually taking exit from clothing market as
costs of manufacturing textile and RMG products are
increasing day, by day in the country due to high labour
cosl. )

At present China is the largest RMG exporter and its
share in the global market is 40 per cent while.that ol
Bangladesh is only 6 per cent.

Chinese apparel prices will rise significantly in the near
future as the coullry is heading fast 1o be one ol the
world's richest countries. A RMG worker's wage in China

- now stands at atleast $3.5 per hour while in Bangladesh
it is only half a dollar.

Given the rising cosls and prlces in China. experts see
a huge opporlunity for Bangladesh exporting increased
apparel products and creating more jobs in the sector.

Increased appeal exports could create more and better
jobs in Bangladesh if the country makes improvement in
produclivity and product quality P Page 15 col. 1

. compele  with

Neéws [&day

Page 01, Col1-2
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Huge RMG mkt awaiting Bangladesh

From Page 1 col. 1
by caloreing a better-safewy
condition aicl otheér
comphance policies. said a
World Bank report.

The reporl. released on
Monday,
implementation ol reforms
will  help .Bangladesh
nerease  exporls and

" otéaplure more jobs from

China's gradual exit [rom
the clothing market and
Vietnam.
Cambodia. and Indonesia.
The report, Litled 'Stitches
to  Riches:
Emploviment. Trade and
Economic Developinent’,
was jointly launched by the
World Bank and Bangladesh
Inslitute Developiment
Swudies (BIDS) at an event

al Lhe BIDS conlerence
rooi. .
e report said

Bangladesh has steadily

cincreased ils share of the

global apparel trade above
the world average and
greaterthanChinabut lower
than that of the Southeast
Asian countries.

Noting that Bangladesh
has the largest apparel

‘export indusiry in South

Asia and its share is 6.4

percent ol Lhe global apparel
exports which highlights

that Bangladesh needs to .

improve performance on
non-cost factor important
{o global buvers.

‘For the US market. a 10-
percent increase in Chinese
apparel prices will increase
apparel emplovinents in
Baungladesh by 4:22
peccent. the report saicl.

Addressing the event.
Primne Minister's Econoniic
Alfairs Adviser Dr Mashiur

said successful -

Apparel -

Rahman said
synchronisauon is needed
among speed | ol

development of technical

skills. enlargement ol the |

industry. diversificalions
and qualitdlive
improveinent of the
industry. "The governinent
shoulg ensure this match.”
Adntitling Lhat thére is
infrastructure inadeguacy.
he said the infrastructure
should increase doubtlessly
for increasing productivity.
‘World Bank™ Country
Director Qiniiao Fan said
the apparel industry is
extremely important to
Bangladesh's  economy.
accounling for 83 percentof
the total export. "Given the
rising cosis and prices in
China really cooked an

opportunity for countries in’

Soulth Asya particularly
Bangladesh."

"The potential decrease in
Chinese exporls presents a
huge opportunity for
Bangladesh. if it can meet
global buyers’ requirements
for vost. quality. lead time,
reliability and compliances
with salety standards and
other policies." he added.

Executive Director of the
Cenire for Policy Dialogue
(CPD) Prof Mustafizur
Rahman said there is large
gap between shares of the
largest ‘exporter China and
the second -largest

Bangladesh in Lhe global

apparel market. The share
ol Chinais 40 percent. while

that of Bangladesh is onlv 6

percent.
He stressed the need for’
skills and productivity

enhancement! as well as

market and  producl

diversification  for the
improvement of  the
readvinade garment sector.

" President ol Bangladesh
Garment  Manufacturers
and Exporters Associalion
(BGMEA) Md Siddigur.
Rahman disagreed with the.
report findings partially that
says he quality of
Bangladesh apparel
production is now low. "We
don’t agree that qualily of
our apparel is low.”

Terming the RMG Lhe
lileline of the country's
economy. he said. "Massive
safety measures have been
taken and got success in
improving Lhe safety after
the Rana Plaza tragedy.
Bangladeshisnowatrusted
souirce of the global apparel
markets.” the BGMEA
President said.-

Chairman of Business
Initiative | Leading
Development (BUILD) Asif
Ihrahim also said the skitl
development is an area that

Bangladesh needs' Lo
address to boost the RMG
export.

Placing the report. World
Bankleadeconomist Gladys
Lopez-Acevedo said.
“Bangladesh should
capitalise on its position as
regional leader and
implement  policies to
tinprove Lhe quality of its
product. Bangladesh
should focus on suslaining
the ereation and expansion
ol good jobs. brining more
woinen into the work force
anddiversifvingitsproducts
and markets lo increase
skills and wvalue. "BIDS
Director General Dr KAS
Murshid presided over the
function.
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