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Summery 

 

In this thesis, I aim to explain the evolution of the apparel industry in Bangladesh by theories on global 

value chains. I hypothesize that local obstacles exist, which inhibit the industry in achieving its full potential. 

I test the hypothesis by use of a case study approach. 

The investigation takes the form of a theory-testing and informative qualitative single case study in the 

apparel industry in Bangladesh with reference to global value chain theory (GVC) and with a focus on the 

concepts of governance, upgrading (industrial, economic and social) and embeddedness. On this basis, the 

analysis discloses how Bangladesh apparel industry is positioned at the lower (labor-intensive and 

manufacturing) part of the global apparel value chain and how industrial and economic upgrading is 

restrained by low productivity and narrow span of products. Growth of firms and workers is mostly due to 

volume and not to price and quality improvements. The fact that the export success of the Bangladesh 

apparel industry has come about on behalf of lesser value added has influence on the social upgrading of 

workers. The pressure in terms of price concessions has been sent down the chain to contractors and to 

low level workers. Living wage for seamstresses, and low level employees, has stagnated. What has been 

conceptualized as social downgrading has not least been felt in terms of workers formal and enabling 

rights. When workers are not able to negotiate their conditions, progress is unlikely. The analysis discloses 

that there are local obstacles to upgrading. The political and economic elite are merged to take the form of 

vested interests, ministerial authoritarianism, and distorting incentive structures for apparel factory 

owners. This situation is connected to the overall formation of the apparel GVC in Bangladesh and has 

resulted in what is labeled path dependency. Vertical dynamics in the global apparel chain coexist with 

horizontal institutions to create a vicious cycle of low value strategies for suppliers and buyers.  

The case study calls for an adjustment of GVC theory, when applied on weak, undemocratic states. It 

suggests a bridge-building effort with GPN approaches specifically through the concept of embeddedness. 

Along with Gary Gereffi and others, it advocates multi-stakeholder initiatives combining the public and the 

private and equipment of policy-makers with a tool-set to contextualizing upgrading strategies. It also 

suggests EU and other international organs to incorporate broader development issues in their trade 

policies. 
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1. Introduction 

New communication and transportation technologies have led to a second unbundling of globalization to 

be distinguished from the previous era (Blinder, 2006). Containerization of shipping practices has changed 

the conditions of global trade and international relations to a degree, where economists talk of hyper-

globalization (Subramanian & Kessler, 2013). IT is enabling designers in New York (US) to transfer 

information in nano-seconds to alter manufacturing practices in Guangdong (China) Space and time 

dimensions are shrinking as globalization amplifies. This has consequences for the vertical integration of 

trade (Hummels, Ishii & Yii, 2001) and for inter-firm, as well as intra-firm relations, and the way firms 

coordinate global activities (Dicken, 2007). 

As a response, a group of scholars in economic geography and business strategic scholarship, respectively, 

has taken global value chains as the central object of investigation. This rather new approach puts focus on 

the governance mechanisms that evolve in the global economy as lead firms in industries structure value 

flows among supply networks (Gereffi et al., 2001; Gereffi et al., 2005). GVC studies disclose the process 

through which firms fragment their business operations into ever smaller slices of value creation, and 

distribute specific value activities to specific geographies (Ponte & Sturgeon, 2014). Generally this process 

has led to high value activities being located in developing countries and low-value activities being located 

in developing countries.  

GVC theory takes a critical stand to the study of global economy in the sense that it is engaged in disclosing 

the mechanisms of inclusion and exclusion (Hess & Yeung, 2006; Neilson, Pritchard & Yeung, 2014). It is 

essential to the GVC approach to understand how developing countries can partake in GVCs and benefit 

from them through what is conceptualized as upgrading. To identify upgrading possibilities is also what 

makes the approach policy relevant (Gereffi, 2014; Ponte & Sturgeon, 2014; Neilson, Prichard & Yeung, 

2014), even if this is a challenge because supply networks is considered to be in a constant ‘state of flux’, 

establishing and re-establishing themselves.  

The last couple of decades have shown numerous examples of countries growing into new economic 

powerhouses (Gereffi, 1999; Gereffi et al. 2001; Gereffi 2014). The global textile and apparel industry is one 

of the industries, maybe the most important one, where poor countries can earn a foothold in the global 

economy. Bangladesh is a recent example hereof (Gereffi & Memedovic, 2003; Starck, Frederick & Gereffi, 

2011). Before 1980 there was no production of cloth in Bangladesh, in 2013 the country had become the 

second largest exporter of cloth in the world (McKinsey, 2011). More than four million are now employed 

in the industry, 12 million jobs are directly and indirectly associated with it (CCC, 2010; ILO, 2015). Cloth 
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make up nearly 85 percent of all exports, and the apparel industry constitutes 13 percent of GDP 

(McKinsey, 2011). However the success is mirrored by a range of misfits in or related to the industry. In 

2010 there were huge clashes between protesting apparel workers and the police. They reemerged in 2013 

with hundreds of thousands of apparel workers on the streets in Dhaka, protesting against minimum wages 

at 3000 taka a month (39 dollars) – half of the minimum wage in comparable developing cloth exporters 

according to the International Labour Organization1.  Besides, working conditions in the industry have 

proved poor, with regular fire accidents, collapsed buildings, etc. In April 2013, the Rana Plaza factory 

complex collapsed, causing 1100 dead and more than 2500 wounded 2, 3, 4. This led the world’s media 

attention to Bangladesh. Brands and retailers in the US and Europe, sourcing from Bangladesh suppliers, 

made an effort to explain that they could not be held responsible. They argued that the high standards in 

their codes of conduct prevent hazardous factory conditions and that other actors in the supply chain were 

to be held accountable. H&M made the following statement on the 7th of May 2013, representing the 

attitude from most Western buyers:   

“It is important to remember that this disaster is an infrastructure problem in Bangladesh and not a 

problem specific to the textile industry”. 5 

On the basis of these initial considerations, the overall research question and the three sub-questions to 

guide the analysis are: 

 

Research question 

 

How do global value chain dynamics constitute the apparel industry in Bangladesh, and how does local 

embeddedness affect these dynamics? 

 

                                                           
1
 International Labour Organization, 2013  - Accessed 20-08 2015 

http://www.ilo.org/asia/WCMS_223988/lang--en/index.htm 
2
 The Guardian, 2014 “Rana Plaza: One Year on From the Bangladesh Factory Disaster” accessed 20-08 

2015:http://www.theguardian.com/world/2014/apr/19/rana-plaza-bangladesh-one-year-on 
3
 The New York Times, 2013 – “Garment Trade Wields Power in Bangladesh” - accessed 20-08 2015: 

http://www.nytimes.com/2013/07/25/world/asia/garment-trade-wields-power-in-bangladesh.html?_r=0 
4
 The Wall Street Journal “Bangladesh Opens Door to More Unions” - accessed 20-08-2015 : 

http://www.wsj.com/articles/SB10001424127887324216004578480813191051492 
5
 Business and Human Rights Resource Center, 2013 - accessed 20-08 2015 : 

http://business-humanrights.org/sites/default/files/media/documents/company_responses/h&m-response-re-
bangladesh-building-collapse.pdf  

http://www.ilo.org/asia/WCMS_223988/lang--en/index.htm
http://www.theguardian.com/world/2014/apr/19/rana-plaza-bangladesh-one-year-on
http://www.nytimes.com/2013/07/25/world/asia/garment-trade-wields-power-in-bangladesh.html?_r=0
http://www.wsj.com/articles/SB10001424127887324216004578480813191051492
http://business-humanrights.org/sites/default/files/media/documents/company_responses/h&m-response-re-bangladesh-building-collapse.pdf
http://business-humanrights.org/sites/default/files/media/documents/company_responses/h&m-response-re-bangladesh-building-collapse.pdf
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Sub-questions: 

RQ1: How is the evolution of the apparel industry in Bangladesh explained by the theoretical concepts of 

governance and upgrading? 

RQ2: How can it be explained that social upgrading for workers in Bangladesh has been disconnected from 

the industry’s economic successes? 

RQ3: How does the concept of embeddedness contribute to the analysis of the global apparel value chain 

and the position of Bangladesh herein? 

In order to answer the overall research question, this thesis performs a case study of the apparel industry in 

Bangladesh. The purpose is to investigate the enigma of the simultaneous success of the industry and the 

lack of social upgrading. It is the hypothesis that the claim put forward by brands and retailers as to local 

dysfunctions leading to the serious problems in the industry has some truth, even if the codes of conduct-

argument is weak. I use the theoretical concept of embeddedness to nuance and qualify this hypothesis. I 

further hypothesize that embeddedness of specific networks in the apparel industry calibrate back on the 

governance structures of the industry.  

Hypothesis: “That there exist local obstacles in Bangladesh, which inhibit the upgrading that should 

otherwise be expected from GVC inclusion”. 

Important to say at this stage is that the case study is an explorative investigation of the evolution of  

Bangladesh apparel industry and its actual position in the global apparel value chain. It aims to be 

informative, using existing data of quantitative and qualitative, primary and secondary nature. It is also 

theory-driven and theory-testing in the sense that is sets out to test the explicative range of the GVC theory 

and possibly add to the collective body of case studies within this framework. The study is not a field work 

study and thus, do not look into specific agents in the chain. It does not include the issue of codes of 

conduct, and issues of global trade regime governance, either. Thus, the ambition of this study lies with the 

identification of the interrelated dynamics of governance and upgrading in the global apparel value chain 

and what happens, when it ‘hits’ the specific location of Bangladesh. 

The thesis is structured as follows: The succeeding chapter 2 provides the theoretical framework of GVC to 

be focused on the concepts, relevant to the case study (governance; industrial, economic, and social 

upgrading; embeddedness). Chapter 3 outlines the methodology of the acquired qualitative and 

informative single case study, and clarifies the empirical ground and data sampling. It further makes the 

theory operational in an analytical matrix of independent and dependent variables. Chapter 4 presents the 
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case analysis to be divided into four sections, partly following a timeline in 1 and 2 (pre- and post MFA 

phase out), partly a conceptual line in 3 and 4 (to expand on social upgrading and embeddedness, 

respectively). In chapter 5, I discuss the implications of the case study in terms of the (use of) GVC theory as 

well as the prospects of the apparel industry in Bangladesh. In the conclusive chapter 6, the answer to the 

research question is provided. Chapter 7 outline and policy implications as well as suggestions for further 

research. 
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2. Global value chain theory 

The following chapter gives an account of the GVC theoretical framework. It explains the most important 

concepts in GVC, governance and upgrading, and how these have been applied on the global apparel 

industry. It also introduces critiques of GVC theory, in particular from GPN scholars, and puts focus on the 

concept of social upgrading as developed by them. Finally, I advocate for the GVC framework to include 

more sensitivity to horizontal analytical constructs especially the concept of embeddedness. 

2.1. GVC vs GPN 

Global value chains (GVC) is a term developed in order to clarify a seemingly paradoxical development in 

the international economy of, at the one hand, tighter coordination and control of global business activities 

and, at the other hand, spatial separation of production activities: “The progressive outsourcing by lead 

firms in developed countries of their peripheral, and frequently low-value, productive functions to low-cost 

countries and regions” (Neilson, Prichard & Yeung, 2014: 2). The theory, in other words, addresses how 

MNCs’ tighter coordination and control of global operations, is followed by a spatial separation of value 

adding activities (Gereffi , Humpfrey & Sturgeon, 2005; Dicken, 2007; Ponte & Sturgeon, 2014). The 

historical background is, that Western MNCs trying to cut costs in the late 1980s and early 1990s by 

outsourcing theory production were able to do so on an increasing scale due to progress in communication 

technologies. Coordination of business links became easier, for instance linking design planning in one part 

of the world with production standards in another, or linking marketing and retailing in end markets like 

the US with production techniques in China. These links would be made internally in MNCs and in respect 

to their own hierarchies on a global scale as well as externally between different MNCs: “it is the functional 

integration of internationally dispersed activities that differentiates the current era of ‘globalization’ from 

the earlier era of ‘internationalization’” (Dicken, 2007).  

These dynamics have been theorized as either global production networks (GPN) (Henderson et al., 2002; 

Coe, Dicken & Hess, 2008) or as global value chains (GVC) (Gereffi et al., 2001; Gereffi , Humpfrey & 

Sturgeon, 2005). The difference lies in the way the one is primarily interested in vertical chain dynamics 

(GVC) and the other advocates more focus on contextualizing vertical dynamics with horizontal analysis of 

the geographical specifics in terms of political and cultural institutions (GPN). Both strands, however, stem 

from dependency theory and especially the world system theory. Gereffi has recently stated: “In general, 

they all characterize the global economy as consisting of complex and dynamic economic networks made up 

of inter-firm and intra-firm relationships” (Gereffi, 2014: 10). The GVC and GPN literatures share an interest 

in what happens at the meso-level of the global economy, namely specific industries: “One of the key 

reasons for the turn to GVC and GPN approaches may be that their emphasis on global industries offers a 
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meso-level, sectoral and actor-oriented approach to the global economy, which provides multi-scalar 

options to link global and local levels of analysis” (Gereffi, 2014: 26). Both traditions furthermore use a 

bottom-up analytical approach (inductive case studies) in order to identify how value is created, allocated, 

and captured (Ponte & Sturgeon, 2014).  

Recently, international organizations such as WB, UN, UNIDO, UNCTAD, ILO, and WTO have applied GVC, 

collaborating with GVC scholars. This has led to critique for giving too easy answers to industrial 

development in terms of liberalization and partaking in global GVCs: “In the GVC-GPN field there is an 

obvious, and it appears to us, widening, disjuncture between the use of this approach to generate broad-

based critical analysis on the dynamics of capitalism, and as a technocratic means to ‘solve’ industry 

problems” (Neilson, Prichard & Yeung, 2014: 6). It has also lead to a critique of underestimating cases 

where partaking in global GVCs has not lead to the expected general economic and social development of a 

specific country. This thesis aims to address such as case and eventually to identify how far the theory can 

explain the case, and where it needs to be strengthened. 

In this thesis, I apply GVC as the overall framework and therefore use the chain metaphor. The network 

metaphor is only used in those instances where a distinction between BVC and GPN approaches is relevant. 

It is on the basis of the fundamental vertical analysis of the global industry that this thesis evolves. At the 

same time, it is claimed that horizontal sensitivity to specific localities in terms of differing social and 

political institutions, initially brought into focus by GPN scholars through the concept of embeddedness, is 

necessary in order to strengthen the GVC approach. 

2.2. Governance: buyer-driven vs linking 

The founder of GVC theory and analysis is Gereffi. Building on his former work on global commodity chains 

(GCC): “global commodity chains (GCCs) as the process of organizing activities along a value-adding chain. 

The end result is an observable functional division of labour with a specific geography” (Gereffi, 1999: 201). 

Already in his seminal work from 1994 about GCC in the global apparel industry (Gereffi, 1994), Gereffi 

outlined a whole new perspective on governance. He argued that powerful lead firms in developed 

countries increasingly form buyer-driven-chains as opposed to producer-driven-chains. These lead firms 

control the flow of value creation through the chain, thus being central for the ability for suppliers in the 

industry to capture value of their own besides being a direct possibility for new entrants to world markets. 

The concept of governance has stayed important, as Gereffi and others (Gereffi et al., 2001; Gereffi , 

Humpfrey & Sturgeon, 2005) have developed the GVC framework: “Governance is a centerpiece of GVC 

analysis. It shows how corporate power can actively shape the distribution of profits and risks in an industry, 

and it identifies the actors who exercise such power” (Gereffi, 2014:13). Gereffi’s early work describes 
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governance as a process of lead firms driving the industry, whereas the newer GVC metaphor is linking 

(Gereffi et al, 2001; Gereffi , Humpfrey & Sturgeon, 2005; Gibbon, Bair & Ponte, 2008; Ponte & Sturgeon, 

2014).  

Governance is the key concept in GVC, but stems back to when Gereffi was still engaged in GCC studies. It 

designates a top-down, vertical analysis with a focus on lead firms and the organization of global industries 

(Gereffi, 2014). In his 1994-paper, Gereffi took the research agenda to the apparel industry in order to 

understand how MNCs dominate the industry (Gereffi, 1994). In a 1999-article, he made it explicit, that 

governance can explain exclusion mechanisms, when firms are not adopted in or thrown out of GVCs, as 

well as what it takes to be included in GVCs or to maintain one’s position within them (Gereffi, 1999). The 

dynamics of exclusion vs inclusion is what makes the governance concept so intriguing, because it 

highlights the way specific actors (firms) take decisions and act towards each other in driving the value 

chain. Furthermore, "The idea of ‘governance’ in GVCs rests on the assumption that, while both 

disintegration of production and its re-integration through inter-firm trade have recognizable dynamics, 

they do not occur spontaneously, automatically or even systematically” (Ponte & Sturgeon, 2014: 200). This 

insight distinguishes the GVC approach to the global economy comparative to other more stateist 

disciplines. 

In Gereffi’s early work, the governance concepts were mostly grounded in the distinction between 

producer-driven and buyer-driven commodity chains. Retailers and brand marketers then began to set up 

international sourcing networks to buy consumer goods directly from offshore suppliers. Gereffi focused on 

the global apparel industry. He noticed that global buyers often do more than just place their orders – they 

create, shape, and coordinate their whole supply chains. Gereffi documented how buyer-driven chains are 

governed through demands to product, process and logistics, and thus can be conceptualized as the 

channels through which power-asymmetry materialize. Driving a chain is more than just being dominant in 

terms of revenue in one part of the chain. Governance of value chains implies exercising power over other 

firms, and not just being successful in a particular part of the chain (Gereffi, 1999). It has increasingly 

become the role of lead firms to identify dynamic rent opportunities and control other key players, thus 

constituting the act of governance. Lead firms play a critical role in defining the terms of supply-chain 

membership, including or excluding other actors and allocating where, when, and by whom value is added. 

Because innovation in buyer-driven GVCs lies more in product design and marketing than in manufacturing 

know-how, it is relatively easy for lead firms to outsource the manufacturing of labor intensive products. 

Rents tend to accrue downstream in these industries. For Gereffi, the apparel industry was and is the 

quintessential buyer-driven industry (Gereffi, 1994, 1999). 
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Big buyers and retailers, located furthest to the right in figure 2.1, make up the upstream link in the global 

apparel value chain. The figure is a so-called input-output representation of the industry. By upstream is 

meant that the process of adding value to the goods (in this case the individual piece of cloth) is finished, 

and the cloth available to the final consumer. The most basic input to the apparel industry is the natural 

occurring fibers such as cotton and silk or synthetic fibers, which are man-made by using oil, gas, and 

chemicals. This part of the value chain is also the most so-called downstream link in the industry.  

 

 

Figure 2.1 The global apparel value chain. Source: Gereffi & Memedovic, 2003: 5 (Adapted from Gereffi & 

Appelbaum, 1994). 

The manufacturing link of the apparel value chain is located in the middle. It is at this link, that the most 

labor-intensive value additions are located. It is this part of the value chain, which in byer-driven industries 

is increasingly outsourced to low wage countries. It is in this sense the ‘lowest’ part of chain. The majority 

of the apparel industry in low wage countries is located in what the figure defines as production networks, 

consisting of apparel manufacturers (Gereffi, 1999). 

The downstream connection to the textile companies in figure 2.1 will be referred to as backward linkages. 

These are important to the apparel industry, but the more important link is upstream (or forward linkages) 

to what figure 2.1 defines as export networks. This is the link where governance is exercised directly on the 



11 
 

rest of the value chain, because often the agents here also control the textile import by determining which 

textiles and from where, they are to source. This process is ultimately influenced by international brands 

and big retailers, in figure 2.1 defined as the marketing networks. 

In theories of international political economy, governance had been understood as supplemental to state 

power, and referred to how political institutions at transnational level are influenced by certain ideologies. 

Classic IPE theories accordingly tended to be concerned with the optimization of such institutions, and 

make governance operate at a structural and meta-level (Ponte & Sturgeon, 2014: 200). In GVC theory 

governance is made an actor-oriented concept, operating at the meso-level of intra- and inter-firm level. 

After 2001, the governance concept was taken further in this direction to focus on the specific links 

between firms in the chain (Gibbon, Bair & Ponte, 2008). It now paid attention to how actors inside 

industries position themselves towards each other and struggle to gain power. Governance: “shows how 

corporate power can actively shape the distribution of profits and risks in an industry, and it identifies the 

actors who exercise such power” (Gereffi, 2014:13). GVC theory therefore also rejects the schism in 

transaction economics between hierarchical firms and non-hierarchical markets. Instead GVC claims that 

intra-firm relationships can take many different forms and that “The relevance of GVC governance is that it 

examines the concrete practices, power dynamics and organizational forms that give character and 

structure to cross-border business networks” (Ponte & Sturgeon, 2014: 200). Gereffi, Humpfrey & Sturgeon 

(2005) have identified how these cross-border organizational activities take five typical forms.  

 

Figure 2.2 Governance type. Source: Gereffi, Humpfrey & Sturgeon, 2005:89 
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Whereas governance in Gereffi’s 1994-formulation refers to the role played by powerful firm actors, 

Gereffi, Humphrey & Sturgeon (2005) focus on the determinants of ‘make-versus-buy’ decisions in 

transactions and the characteristics of linkages between value chain activities in terms of the degree of 

coordination and power. The identified typology is: 

- simple market linkages, governed by price 

- modular linkages, where complex information used in a transaction is codified before being passed 

on to competent suppliers  

- relational linkages,  where tacit information is exchanged between buyers and suppliers with 

unique or at least difficult-to-replicate capabilities, governed by trust and reputation 

- captive linkages, where less competent suppliers are provided with detailed instructions by lead 

firms  

- hierarchy, which refers to linkages within a vertically integrated firm  

Three distinct variables determine which governance form is prevalent in a GVC: 1) the complexity of 

information exchanged between tasks and activities, 2) the codifiability of that information, and 3) the 

capabilities available in the supply base. Overall the change in governance mechanisms from driven to 

linking has led to consolidations at various levels (Gereffi & Frederick, 2010; Starck, Frederick & Gereffi, 

2011). Lead firms are getting bigger through mergers and acquisitions, increasing their global market shares 

(Gereffi, 2014: 16). These firms are then looking for suppliers, who are capable of handling larger orders 

than previously, typically 20-30 suppliers (ibid). This again leads to consolidations further down the value 

chain. 

A core global player in terms of governance is the WTO and in particular in relation to the apparel industry, 

the so-called Multi-Fiber Agreement (MFA). The Multi-Fiber Agreement was initiated under the General 

Agreement on Tariff and Trade (GATT) in 1974 and continued under the WTO by the ATC. It was an 

exemption of the textile industry from the trade concessions made under the GATT trade negotiating 

regime to protect developed countries’ markets from cheap imports from the developing world. It was an 

exemption that created large distortions in the global trade in textile goods (Gereffi & Memedovic, 2003). 

The quotas specified limitations to quantities of textiles that countries were allowed to export into western 

markets. In 1995 it was determined, during the Uruguay round, to implement the Agreement on Textiles 

and Clothing (ATC). This was a ten-year transition period under the WTO that should ultimately phase-out 
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all quotas and restrictions in the textile industry up till 20056. The elimination of quotas ended 30 years of 

restricted access to US and EU markets (Gereffi & Frederick, 2010). However, some tariff remains, as is the 

case in most industries. For instance Bangladesh pays 13 percent tariff on cloths imported to the US. 

Apparel products are not included in the basket of goods that are given tariff exemptions, when the US 

grants special rights under its generalized system of preferences (GSP). Bangladesh does, however, have 

free access to the European markets (rather the EU Customs Union, consisting of the EU members plus a 

number of other cooperating countries). This free access is given under the everything-but-arms (EBA) 

initiative managed by the European Commission to the least developed countries (LDC) as a development 

supporting policy. 

2.3. Upgrading: industrial vs economic 

Upgrading in the GVC approach is interrelated with governance. (Gereffi, 1999; Humpfrey, 2004; Gereffi, 

Humpfrey & Sturgeon, 2005). Whereas governance is the top-down perspective, concerned with lead firms 

and the organization of global industries, upgrading relates to the “bottom-up perspective which focuses on 

the strategies used by countries, regions and other economic stakeholders to maintain or improve their 

positions in the global economy” (Fernandez-Stark, Frederick & Gereffi, 2011).  

Upgrading is relevant to issues of ‘globalization’ and ‘development’, and is claimed to deal with the how of 

development (Kaplinsky, 2013). Gereffi has described upgrading as a “process of improving the ability of a 

firm or an economy to move to more profitable and/or technologically sophisticated capital and skill-

intensive economic niches” (Gereffi, 1999: 52). For many GVC scholars the question can no longer be if to 

integrate, but rather how to do it (Altenburg, 2007: 4). The objective here is to increase productivity in 

developing countries, and to include more workers into GVCs. In Gereffi’s later work the accentuation has 

accordingly shifted from ‘industrial’ to ‘economic’ upgrading: “Economic upgrading is defined as the process 

by which economic actors – firms and workers – move from low-value to relatively high-value activities in 

GVCs” (Gereffi, Humpfrey & Sturgeon, 2005: 171). Thereby, GVC has met the need of IOs and social activists 

who seek to harness the potential of globalization to the goal of economic growth for countries, being 

increasingly vulnerable in the global economy (Gereffi, 2014:17). However, it has also been – critically – 

pointed out that this trend demarcates an attempt to make the approach more attractive to practitioners 

and policy-makers (Neilson, 2014; Neilson, Pritchard & Yeung, 2014). 

Gereffi identified upgrading issues in the apparel industry already in the 1990s (Gereffi, 1994, 1999). He 

argued that participation in global commodity chains is essential for industrial upgrading in developing 

                                                           
6
 World Trade Organization, 2015 -  Accessed 15-08 2015 

https://www.wto.org/english/tratop_e/texti_e/texti_e.htm  

https://www.wto.org/english/tratop_e/texti_e/texti_e.htm
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countries, as they will engage firms in potential steep learning curves (Gereffi, 1999: 39). Drawing on his 

earlier work, he identified ways to benefit from buyer-driven value chains. As buyers wanted to focus on 

core competencies of advertising, marketing and retailing, they were on the lookout for suppliers to take 

responsibilities in terms of logistics and sourcing capabilities. Hierarchical integration into low-wage 

production sites was vanishing away as a business-model in the 1970s - 1980s. Competitive price 

developments forced players to outsource a larger share of their vertical operations. Humpfrey (2004) later 

elaborated on the buyer-driven upgrading performance of countries in the 1980s and 90s. “No country 

could have conquered a huge share of the world's market in such a short period of time if local companies 

had had to develop their own design and manufacturing capabilities, build new factories and develop their 

own distribution systems and brand identities” (Humpfrey, 2004: 10). 

Retailers and brands in the apparel industry seek out suppliers, whom they can assist in expanding 

competences, thus driving a rapid process of export-oriented development. Upgrading in this perspective is 

about acquiring the right capabilities and getting access to new markets through participation in a specific 

value chain. The novelty of this argument is that the learning aspect of upgrading is done vertically as 

opposed to horizontal learning (Humpfrey & Schmitz, 2002; Humpfrey, 2004). It is at this point, that GVC 

theory transgresses the mere quantitative and deductive reasoning in traditional economics, and also 

avoids the competitiveness trap of theories of cluster formations (Krugman, 1994). Upgrading is more than 

competiveness, because it always refers back to governance and networks in the global economy. It is also 

more than comparative advantage, as it takes into consideration the relevant network dynamics in specific 

industries. Gereffi states that “upgrading does not occur to a random set of capital- or skill-intensive 

industries or activities, but rather to products that are organizationally related through the lead firms in 

global commodity chains” (Gereffi, 1999: 39).  

Upgrading is basically concerned with how to take part in local as well as global value chains in such a way 

as to maximize value creation and learning (Gereffi et al., 2001: 5). Humphrey & Schmitz (2002: 1020) has 

distinguished between the following types of upgrading to be of relevance in my case study of Bangladesh 

apparel industry: product upgrading, process upgrading, functional upgrading, and chain upgrading. 

Upgrading in relation to product refers to the organizational evolution, when suppliers start to make 

products that are holding higher value-added. This can be achieved if products can hold higher quality and 

value in terms of end markets’ perception of the product. Higher value added should lead to suppliers 

increasing their capture of total value in the chain. Process upgrading relates to what economists might call 

productivity or efficiency, meaning applying technology in the process of turning inputs into outputs. It can 

also be done through organizational learning and re-organization. Functional upgrading is related to 
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acquiring new responsibilities in the chain, for instance manufactures moving into design or brand 

development. It may also be to move out of manufacturing into design instead of engaging in both. The 

final component of upgrading is to move from one chain to another if capabilities have progressed so as to 

be competitive in chains, where higher levels of value added can be achieved with the same skills and 

competences (Humpfrey & Schmitz 2002; Humpfrey, 2004). 

The typology, outlined by Humpfrey (2004), fits a large number of industries and is sensitive to the fact that 

GVC has become open to more industries, and focus on value rather than commodities. Since this paper 

engages with the apparel industry, it is relevant to also outline Gereffi’s  upgrading trajectories (1999) 

specific  in relation to the apparel industry. His typology fit the former as a sub-division of the functional 

upgrading type: 

 

Figure 2.2: Upgrading trajectory in buyer driven industry. Author’s figure, based on Gereffi, 1999 

Assembly (also called Cut, Make, and Trim): This is the most basic stage, in which garment sewing plants are 

provided with imported inputs for assembly. The apparel manufacturer is responsible for cutting, sewing, 

supplying, trimming, and/or shipping the ready-made garment. The buyer purchases the fabric and supplies 

it to the manufacturer, along with detailed manufacturing specifications. 

Original Equipment Manufacturing (OEM): The apparel manufacturer is responsible for all production 

activities, including the CMT activities. The firm must have upstream logistics capabilities, including 

procuring the necessary raw materials: “the supplying firm makes a product according to the design 
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specified by the buyer; the product is sold under the buyer’s brand name; the supplier and buyer are 

separate firms; and the supplier lacks control over distribution” (Gereffi, 1999:55). In this light, the OEM 

model leaves a larger degree of organizational freedom to the suppliers as they are in charge of the 

sourcing and logistics operations. OEM enhances the ability of local entrepreneurs to learn the preferences 

of foreign buyers and standards for price and quality. It also generates substantial backward linkages in the 

domestic economy because OEM contractors are expected to develop reliable sources of supply (Gereffi, 

1999). 

Original Design Manufacturing (ODM): This is in particular important to this thesis. The ODM business 

model is becoming the more popular due to the dynamics of the apparel GVC described above. It includes 

design in addition to manufacturing. An apparel supplier that does full package with design carries out all 

steps involved in the production of a finished garment, including design, fabric purchasing, cutting, sewing, 

trimming, packaging, and distribution. 

Original Brand Manufacturing (OBM): This is a business model that focuses on branding and the sale of 

own-brand products. This functional upgrading is only used as a yet absent ideal in the analysis, since it is 

not to be found in Bangladesh apparel industry (Gereffi, 1999). 

The different governance and upgrading typologies outlined above and shoved in the below matrix will 

guide the analysis of Bangladesh apparel industry and its position in the global apparel value chain. 

 

GCC/GVC Theory: Before Bellagio conference: 

(Gereffi 1994 and 1999) 

After Bellagio conference: 

(Gereffi et al., 2001);  (Gereffi, 

Humpfrey and Sturgeon, 2005)  

 

Governance: 

 

 

Driving: Lead firms 

 

Linking: Market, modular, 

relational, captive and hierarchy 

 

Upgrading: 

 

 

CMT - OEM - ODM - OBM  

Process, product, functional and 

chain 
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2.4. Social upgrading and GVC 

The Capturing the Gains project at Manchester University has been ground-braking for GVC in terms of 

addressing the possible pitfalls of GVC to be visible in the aftermath of the economic crisis (Barrientos, 

Gereffi & Rossi; Lee, Gereffi & Barrientos, 2011). There are examples, where upgrading in particular parts of 

the chain and by firms in particular regions do not have the anticipated effect on the economy (Milberg & 

Winkler, 2010; Bernhardt, 2013). A new generation of GVC scholars has described this as a tendency of 

economic upgrading to be disconnected from broader social upgrading (Milberg & Winkler, 2010; Pickles, 

2012). Gereffi in a recent paper acknowledges the new challenges, and proposes that: “A key research 

question is: Under what conditions can participation in GVCs contribute to both economic and social 

upgrading in developing countries?” (Gereffi, 2014: 17). 

The social upgrading awareness has been initiated by a range of scholars associated with the Capturing the 

Gains Project at Manchester University (Milberg & Winkler, 2010; Barrientos, Gereffi & Rossi, 2011; Pickles, 

2012; Bernhardt, 2013) as well as by NGO’s calling attention to appalling working conditions for garment 

workers (Clean Clothes Campaign, 2009). On the basis of this, Gereffi has conceptualized the reversed 

mechanism of ‘social downgrading’:  

 “there is growing concern that the economic gains of participating in global supply chains do not 

necessarily translate into good jobs or stable employment and, in the worst case, economic upgrading may 

be linked to a significant deterioration of labor conditions and other forms of social downgrading” (Gereffi, 

2014: 17). 

Gereffi has further embarked on collaborative studies in the Capturing the Gains Project under Barrientos 

and been co-authoring with her and Rossi on the theoretical foundation for the social upgrading concept: 

“under what circumstances can both firms and workers gain from a process of upgrading?” (Barrientos, 

Gereffi & Rossi, 2011: 320). Such an inquiry examines linkages between economic and social upgrading and 

pays tribute to empirical evidence that firms’ upgrading can but does not necessarily lead to improvements 

for workers (ibid). Looking for social upgrading and insights as to how social upgrading can be achieved is 

an attempt to detect and predict win-win situations. The research agenda is dual: to identify, when 

economic and social upgrading occurs, and to identify the conditions for a win-win to take place. This again 

implies exploring the material conditions of work, and the quantity and quality of jobs created.  

“Social upgrading is the process of improvement in the rights and entitlements of workers as social actors, 

and enhances the quality of their employment” (Barrientos, Gereffi & Rossi, 2011: 324). This definition 

draws upon work done by the international labor organization and was outlined already in 1999. It 
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subdivides social upgrading into measurable standards and enabling rights. The former includes wage 

levels, social protection, working hours, and percentages of union members in the workforce. The latter is 

less easily quantified, and includes aspects such as freedom of association and the right to collective 

bargaining, non-discrimination, and empowerment. Enabling rights form the foundation for measurable 

standards. If workers cannot unionize and fight for the betterment of their own situation, standards are not 

raised. Measurable standards have been given more attention in GVC theory and case studies, as they are 

more easily compared across countries and regions, whereas enabling rights have been the focus in many 

NGO papers, outlining worker suppression in the developing world and especially in the apparel industry 

(CCC, 2009).  

The situation can diverge in different nodes of the chain. Following the typologies outlined in previous 

work, Barrientos, Gereffi & Rossi (2011) distinguish between small-scale, household based work; low-

skilled, labor intensive work; moderate-skilled, varied labor intensive work; high-skilled, technology 

intensive work; knowledge-intensive work. This typology follows the one done by Gereffi on the nature of 

production at different stages of the GVC from assembly through logistics, design, marketing, and retailing.  

Work tends to upgrade, as it moves into higher aspects of value adding activities (Barrientos, Gereffi & 

Rossi, 2011: 330-334). However, there are no guaranties and social upgrading depends on enabling rights to 

succeed, even if it evolves in terms of value adding activities. Work in small households can for instance be 

better than moderate-skilled work, if the right circumstances are met. One such circumstance can be the 

distinction between regular and irregular work. Irregular workers with low employer attachment are less 

able to achieve decent working conditions not to speak of education through negotiations with employers. 

They can more easily than with regular workers be denied access to enabling rights, and thereby the 

benefits of economic and social upgrading. The problem with irregular work is rising, very much so in the 

apparel industry, where contractors move groups of workers between sites and locations depending on 

seasons and labor demand in order to provide ‘just in time’ service for the manufacturing employers. 

Employers can thereby offset production or market risks and they can keep labor costs at a minimum. 

Irregular workers can also be employed by sub-contractors. These receive orders from other suppliers, who 

do not temporarily have the capacity to fulfill an order. They have highly unstable orders and accordingly 

unstable employment conditions. In order to survive, the costs are sent to workers in form of insecure work 

and long working hours in seasonal periods. Accordingly, working conditions are likely to be better with a 

preferred supplier than in a sub-contracted firm further down the chain (ibid). Irregular workers are often 

immigrants and women in developing countries. These two groups tend to occupy insecure and low paid 

work, while local men usually occupy the better paid and more skilled jobs. Thus, there are also gender and 

ethnic/national issues related to decent work in GVCs. 
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The relationship between economic and social upgrading is according to Barrientos, Gereffi & Rossi (2011) 

based on a tradeoff, as suppliers try to balance their individual need in order to increase quality and 

decrease costs. As an example of co-existing upgrading, they mention the case of functional upgrading, 

which implies the need for stable, skilled, and formalized labor. In this case it seems reasonable to assume 

that working conditions increase if worker productivity increases. On the other hand, there are plenty of 

examples of suppliers feeling pressured to reduce cost and increase flexibility, leading to social 

downgrading. Therefore the strategies chosen by suppliers in GVCs lie within a specter ranging from ‘low-

road’ strategies of economic and social downgrading to the ‘high-road’ of social and economic upgrading. 

Often suppliers will position themselves within these two poles in mixed strategies as they try to navigate 

through pressure and demands. The key insight is that some firms choose to actively avoid upgrading. For 

those firms economic downgrading has become a business strategy (ibid). As these tendencies get 

aggregated on national levels, developing countries can adopt mixed strategies of moving up and down the 

value chain. The strategy also varies between types of GVCs and between regions. The embedded 

structures of individual value chain nodes touch down in different circumstances of labor supply, social 

norms, and public regulation. These factors influence the potential of and the incentive to use irregular 

workers and recruit migrant and female workers. As those factors vary from country to country, it leads 

Barrientos, Gereffi & Rossi to conclude:  

 “There are indications that these constraints are structurally embedded, as suppliers use a mix of labour 

categories to achieve both quality and flexibility of output as required by their buyers, by employing regular 

workers to secure quality and consistency of production and irregular workers to respond to fluctuating 

orders and downward price/cost pressures” (Barrientos, Gereffi & Rossi, 2011: 336). 

As this is the case, there is a need to analyze social upgrading and understand when movement from lower 

to higher value adding activities occur and when this leads to improved worker conditions. The social 

upgrading concept implies that there are different economic and social upgrading opportunities as well as 

downgrading risks. This is a core issue for the case study in question. 

2.5. Embeddedness and GVC 

This thesis is built upon the hypothesis, that local institutions can be a factor and that embeddedness of the 

nodes of value chains is where economic upgrading meets social upgrading. This hypothesis is supported by 

recent statements by core scholars: 

 “One potential outcome of the current situation is that public governance will be called upon to play a 

stronger role in supplementing and reinforcing corporate codes of conduct, product certifications, process 
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standards and other voluntary, non-governmental types of private governance that have proliferated in the 

last two decades, and that multi-stakeholder initiatives involving both public and private actors will arise to 

deal with collective action problems” (Gereffi, 2014: 29).  

What exactly the role of the state includes, and how best to facilitate such interaction between private and 

public actors, remains to be outlined. Previous GVC literature has focused on limited democratic, but 

nonetheless well-functioning and strong states. The question is what happens, when the GVC locates in a 

specific geography/at a specific place where this is not the case. The GPN-oriented Manchester School 

claims that the nation-state increasingly has become porous to the penetrating effects of networks in 

global production. These scholars are convinced that the ‘space of flows’ analysis of vertical relations in the 

global economy has to be supplemented with a ‘space of places’, which have the potential to horizontally 

influence the vertical dynamics (Henderson et al., 2002). In this thesis, the notion of horizontal 

embeddedness is of particular interest. The most fundamental insight of the horizontal aspect is the mutual 

feedback mechanism of production network and location: “GPN configurations and characteristics are 

shaped by and, in turn, shape the geographically differentiated social, political and cultural circumstances in 

which they exist” (Coe, Dicken & Hess, 2008: 274). Or put the other way round: 

 “In order to understand the dynamics of development in a given place, then, we must comprehend how 

places are being transformed by flows of capital, labour, knowledge, power etc. and how, at the same time, 

places (or more specifically their institutional and social fabrics) are transforming those flows as they locate 

in place-specific domains” (Henderson et al., 2002: 438). 

These horizontal feedback loops are a hitherto under-theorized aspect of global value chaining and how the 

global economy works. Still, the vertical understanding of production networks and how flows run through 

firms at different nodes in an input-output structure is important. Lead firms can influence economic and 

social relations, where they engage. They can initiate an integrative process, but a disintegrative dynamics 

would also take place, when lead firms cut ties with a region. The potential risk of a reversed GVC dynamics 

is present, and it can again be caused by local conditions.  

That the horizontal axis influence on the vertical, is the unique contribution of GPN scholars to GVC, and 

the insight that is implemented in this thesis. The GPN perspective has domestic governments, firms, trade 

unions, and other actors at the center of their analysis. A particular attention is given to government 

agencies and policies such as training programs, tax policies, industrial policies, etc. Together these local 

actors embed particular parts of the global production networks in particular cities or regions in order to 

support the formation of new nodes in global networks. The process of institutional influence on 



21 
 

production networks is called grounding. It works through the distinctive institutions and cultural practices 

as well as more intangible parameters such as social relations. 

 “Hence, the precise nature and articulation of GPNs are deeply influenced by the concrete socio-political, 

institutional and cultural ‘places’ within which they are embedded, produced and reproduced. The 

relationships between firms and territories are exceedingly complex” (Henderson et al., 2002: 452). 

Embeddedness, according to GPN scholars, form what they call industrial ‘path dependency’. The novel 

idea is that industries at specific places are influenced by the site-specific culture and history. Institutions 

evolve due to specific historical particularities and random events, and these as well as the social relations, 

that are dominant at the time of an industry’s establishment, have consequences for its further 

development. Institutions and social relations, however, also co-evolve with industrial development and 

might renew themselves and re-establish the foundations on which the industry is grounded. Institutions 

and social relations in this way shape, but does not determine the ‘path’ to be taken by industries. “There 

are strong processes of path-dependency—though not determinacy—involved in these mutually constitutive 

processes of embeddedness: what have been described as processes of ‘placing’ firms and ‘firming’ places” 

(Coe, Dicken & Hess, 2008: 281). 

An obvious example of a type of path-dependency, that deviates from country to country, is the relation 

between state and the economic sphere in terms of legal framework, regulating institutions, capital 

markets, bank lending practices, etc. The legal and financial constitution at specific places has 

consequences for the ownership structure of firms in the specific networks, and for the decision of lead 

firms as to keeping the control of the organization in-house and establishing intra-firm networks or to 

prioritize inter-firm relations at specific nodes in networks. Whether suppliers in chains and networks, that 

span the globe, are domestically owned or owned by foreign firms, setting up investments in different 

countries, again influences upgrading of suppliers, and eventually the economic development of the region. 

Who are the owners of specific firms in a given chain or network has implications for the whole network 

and effects decisions taken by all the actors within them: “there is clearly a need to recognize that the 

‘nationality’ of firm ownership may be a key element in economic and social progress” (Henderson et al., 

2002). To sum up there is an intrinsic tension between the polycentric spatiality of GPNs and the mono-

territoriality of states and other actors, which translates into complex bargaining processes to which there 

is no unambiguous and easily predictable outcome (Coe, Dicken & Hess, 2008: 281) 
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2.6. How GVC is applied in this thesis  

GVC has from the very start been engaged in identifying the causes of exclusions from the global economy 

as well as means of inclusion. Critics of GVC theory have pointed out, that cases of successful 

industrialization have been more interesting than failures, and that the approach overly relies on business 

management theories, and puts focus on production and inter-firm relations. Some GPN scholars have even 

suggested that the GVC approach to upgrading is counterproductive. Bair, in particular, argues that the 

Porter inspired upgrading agenda does not adequately reveal structural reasons for inequality to be 

produced and reproduced in global production networks (Bair, 2005). The critics have been especially on 

guard as they have witnessed what they see as a transformation of the GVC approach when adopted by 

IOs, who recommend instruments such as privatization, facilitation of FDI, tax reductions, and general 

liberalization of trade (Neilson, 2014: 46). However, there is today awareness that upgrading in value chains 

does not always lead to economic upgrading and attention has been given to cases in which countries are 

included in GVC, but a broad based, sustainable development has not come about. Some has also warned 

against potential pitfalls associated with the emerging network sourcing structures:  

 “it seems likely that when these global sourcing companies are predominantly traders, with logistics and 

trading expertise, and with good knowledge of where to source different products, their continued 

dominance within the value chain is probably strengthened by maintaining distance between suppliers and 

customers and by limiting the suppliers to a narrow range of production functions” (Humpfrey, 2004: 40).  

This has again been described as irreversible to value chain development. The continuous fragmentation 

will lead to parts of chains becoming ever smaller, thus adding ever smaller levels of value (Kaplinsky, 

2013:19). Gereffi has lately elaborated on this potential ‘risk’: “In fact, as more types of intermediate goods 

are traded within global supply chains, the discrepancy is growing between where final goods are produced 

and exported and where value is created and captured” (Gereffi, 2014: 20).  

Partly a response to case study research on the failure of development (Barrientos, Gereffi & Rossi, 2011), 

partly as a response to the overwhelming attention from development IOs, there is a process of theoretical 

bridge-building going on, speeded by a joint GVC-GPN conference in Singapore in 2012 and the following 

special issue in Review of International Political Economy (RIPE). In continuation hereof Ponte & Sturgeon 

(2014) has called for a modular theory and analysis, which combines the vertical and horizontal axis, to be 

further outlined in chapter 3 on methodology. Whereas the concept of social upgrading today is widely 

shared, GVC scholars still have to integrate the concept of embeddedness in their work.  In this thesis I use 

the concept of embeddedness as a contextualization of the theory.  
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3. Methodology  

In this chapter I provide the methodology of this thesis. The chapter is divided into 1) GVC as critical 

analytical approach, 2) Choice and construction of case, 3) Validity and reliability, 4) Data handling and 

limitations.  

3. 1. GVC as a critical analytical approach  

GVC theory originates from a critical core-periphery tradition within international politics, which seeks to 

explain the historical roots of geographical differences in wealth on a global scale. Gereffi is one of the lead 

figures to develop GVC theory as a theory of global interdependence. He has a background in business 

strategic scholarship, and aims to create a conceptual bridge to more functional approaches to 

globalization. In short, GVC theory is the critical investigation of vertical power struggles and the dynamics 

of inclusion and exclusion in the global economy (Gereffi, 1994; Gereffi, 1999; Sturgeon, Biesebroeck & 

Gereffi , 2008; Gereffi, 2014).  

 

The research object of this thesis, and the hypothesis relating to the research question, is concerned with 

the horizontal obstacles, which occur when in this case the apparel GVC ‘hits’ Bangladesh as a specific 

institutional context. The critical framework, developed by Gereffi and others, provides the basic 

understanding of the vertical structuration of the global economy, led by firms in specific industries, and 

shaped through interaction with other firms and suppliers in networks of value creation. In the analysis, I 

at first apply the GVC theory on vertical structuration of the apparel industry in order to fully understand 

the overall position of Bangladesh in the industry, including the dual mechanisms of governance and 

upgrading. This position is basic determined by the globally integrated, but geographical dispersed 

network, which in chapter 2 was described as the production network. From identifying the flow of value 

in relation to cloth in Bangladesh, the analysis proceeds to disclose the significant power relations on the 

vertical axis as a question of linking and establishing specific connections upstream and downstream the 

industrial ladder. From there, the analysis can move on to the horizontal power struggles occurring 

between relevant actors locally/domestically in Bangladesh.  As is the case for critical theory, power 

dynamics run in multiple directions in networks and are not to be nailed down as simple cause-effect 

relations, but rather analyzed as complex interdependencies to in this thesis be disclosed by a deep single 

case study approach, explained in detail later in this chapter. 

On the basis of the analysis of the vertical structuration of the apparel industry, I add a layer of horizontal 

analysis, which draws on the concept of embeddedness from GPN theory. It is in this part of the analysis 

that I introduce data relevant to validate or falsify the hypothesis that the lack of upgrading in economic 
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and social terms can be related to local obstacles. This horizontal add-on to the previous vertical analysis is 

the novel part of this thesis in comparison to other GVC studies. It introduces a new layer of power 

structures to the analysis. I justify this by referring to the recent call by Ponte & Sturgeon (2014) for a 

modular theory building (and according analytical practice), which combines GVC and GPN approaches. 

Modularity refers to the combination of the dual axes of vertical and horizontal analysis. In this case, I 

focus on dysfunctional political institutions formerly only indicated by global brands and NGOs. If the 

hypothesis proves correct, I argue it has consequences for the disclosure of otherwise undisclosed 

obstacles in pure GVC approaches. 

Besides operating with the vertical- horizontal perspective, GVC studies are distinguished by operating at a 

meso-level of analysis. This means that the research object lies somewhere in between the nexus of state 

level and global level. The GVC approach for instance acknowledges that participating in global trade can 

actually harm national economies at the aggregate level given certain circumstances (Blinder, 2006). The 

argument for the relative strength of the GVC-approach is explained by Gereffi in the following way:  

 

“One of the key reasons for the turn to GVC and GPN approaches may be that their emphasis on global 

industries offers a meso-level, sectoral and actor-oriented approach to the global economy, which provides 

multi-scalar options to link global and local levels of analysis, in contrast to macro models, which focus on 

general economic trends and broad policy prescriptions, or the micro and localized approach of clusters, 

which aren’t connected to the broader structures at the national, regional or global levels” (Gereffi, 2014: 

26). 

 

According to Gereffi, GVC and GPN approaches are designed to identify dynamics which cannot be 

adequately addressed by for instance state-centered theoretical traditions. GVC and GPN theories share 

the basic theoretical claim that these dynamics are best described by a network analogy. Networks of 

powerful actors in the global economy are constantly (re)structuring the flows of value within the global 

economy. Therefore studies within this framework identify and describe such networks and how specific 

(located) industries, in this case apparel manufacturing in Bangladesh, are influenced by them. GVC has 

further developed the chain metaphor in order to map these networks and how they basic are related to 

one other. Accordingly, within this framework industrial output and export statistics provide only limited 

view of where in the global economy value is created and where it is captured (Sturgeon, 2002). In 

particular, they provide little insight into critical questions such as: How much control industries have over 

the activities, they carry out in the global economy? How the gains are distributed among firms, countries, 

and communities?  
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Even if the GVC and GPN fields share basic concepts, there are also important differences. Whereas GVC 

aims at critical analysis of the dynamics of capitalist economy, GPN considers capitalism a given structural 

principle. Opposite, GPN scholars are most often critical to the way GVC is used as a policy-instrument or 

technocratic means to ‘solve’ industry problems (Hess & Yeung, 2006). As already indicated, what I am 

doing here is following Ponte & Sturgeon (2014) in combining the two – or rather integrating the part of 

GPN theory engaged with the concept of embeddedness. 

3.2. The theory-testing single case study 

GVC theory is a theory of how the international economy works. GVC theory is about identifying key drivers 

in the international economy and in specific industries in order to understand processes of in- and exclusion 

and possibly identify by which instruments countries previously left out can be integrated. Implicit is also 

the expectation, that partaking in global value chains almost automatically will enhance a process of 

(economic and social) upgrading and through that a general development. I, in this thesis, investigate this 

expectation.  

Most GVC case studies would define their objective as the internal dynamics of GVCs and the complex 

interplay of governance and upgrading, eventually also taking the embeddedness of a given industry into 

consideration. In this thesis, I go further. Following Hellevik (1999) in terms of making the core argument a 

relation between an independent and a dependent variable, I make the overall position of Bangladesh in 

the global apparel GVC the independent variable. The dependent variable is the actual development in and 

of Bangladesh. Development relates to the benefits, acquired by Bangladesh as a state and for its 

population. This is in accordance with the implicit ambition in GVC theory to ultimately enable welfare 

progress in developing countries. The dependent variable is if or to what an extent the apparel GVC and 

Bangladesh’ overall position within it can bring about a sustainable development of the country. The 

dependent variable of development might be difficult to distinguish from in particular economic and social 

upgrading. In the literature, the concepts of (these types of) upgrading and development are often used 

interchangeable, but in this thesis I consider the distinction important as a means of the theory-testing 

ambition. I understand the distinction as a difference between strategic upgrading choices and resulting 

development trajectories. 

My methodological approach is a theory-driven single case study, and can further be described as an 

information-oriented case study. In the information-oriented case study, the purpose is to maximize the 

utility of information from small samples and single cases (Yin, 2014). In my specific case, I argue that this is 

justified because Bangladesh by industry experts (McKinsey, 2011) and economic authorities (for instance 
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Goldman Sachs) has been pointed out as the next booming sourcing destination for the apparel industry. 

These sources all put emphasis on the low-cost structure of production in Bangladesh. My case study choice 

is considered validated, when held up against the ambition to inform the theoretical field of network 

dynamics and upgrading in global industries. Bangladesh is one of the poorest countries in the world, so the 

question of economic upgrading is both decisive and exemplary to other countries at the low end of global 

value chains. Until recent years, there has been consensus as to the pessimistic outlook for this industry as 

the multi-fiber agreement (MFA) was phased out. Industry analysts have nevertheless been surprised by the 

fact that Bangladesh has risen to be one of the new hotspots for apparel production.  

What this approach lacks in comparable validity, it gains through an in depth understanding of certain 

specificities, not least in terms of embeddedness. This goes for the initial attraction of foreign firms to do 

business in Bangladesh as well as the succinct upgrading choices and the actual obstacles to further/other 

types of upgrading. This approach can help understand developmental trajectories in an important country 

participating in an industry, which historically often has been a door into the global marketplace for 

countries otherwise excluded from it.  

As argued by Yeung (2006) and others, GVC studies are distinguished by an almost intrinsic triangulation, 

since it moves across the local and the global, identifying intra- and inter-relational dynamics of the 

different types of networks, constituting the global economy and specific industries/branches and 

countries. In this case study, I seek to understand a specific industry at a specific place through these 

dynamics, namely the apparel industry in Bangladesh. The immediate reason is an event that seems 

unreasonable in an industry that should otherwise be evolving, – the Rana Plaza accident in 2013 to be 

followed by a range of other incidents. What happened? Local obstruction, say the global brands. Possibly, 

but how and why so? The case study is suited to provide a clarification of events and to relate to the theory 

in order to explain.  

3.3. Operational variables (validity) and data choices (reliability) 

In this section, I describe how I investigate the chosen case, the apparel industry in Bangladesh. I transform 

the theoretical apparatus into an operational set of interrelated variables. The validity in the choices, I take 

in this process, is discussed in the following based on Hellevik’s (1999) research methods in sociology. The 

variable is on the independent side the position of the local industry in apparel GVC, made out of the 

dynamics of governance and upgrading, and on the dependent side development trajectories. I will let the 

analysis follow this in four steps or stages as seen in figure 3.1 (own construct): 
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The reason for this analytical procedure is both theoretical and derived from special circumstances 

regarding the chosen case study. As described in chapter 2, the agreement on textiles and clothing within 

the WTO, phasing out the multi-fiber agreement, had enormous influence on the apparel industry. The 

analysis will explain the influence it had on Bangladesh and the changed economic incentives all the 

relevant actors were faced with. The analytical division into a MFA and a post MFA along a timeline is 

important, because the question of embeddedness and the data concerned with the post MFA (2004-2013) 

is connected to events in the MFA period (1980-2004). This division also relates to the events, taking place 

at the global industry level in terms of governance and upgrading. As to the post MFA, the further division 

of the analysis merely follows a progression in the theoretical apparatus reflecting events and changes in 

the industry in terms of elaborating on in particular the issue of economic upgrading and eventually 

identifying the issue of social upgrading as a unique analytical concept. 

In developing countries a common problem facing researchers often lies within relevant data sources as 

discussed by Frederick (2014). It is often difficult to achieve the needed kind of data from government and 

official sources as these do not have the resources and/or the will to provide them. Like others, my case 

study is therefore to a large extent dependent on secondary data. 
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The first section of the analysis is concerned with governance and upgrading during the MFA regime in 

Bangladesh. The data separates into two categories. The former relates to the global governance dynamics. 

Here I draw on secondary data from Fernandez-Stark; Frederick & Gereffi , 2011; Gereffi & Memedovic , 

2003. The latter clarifies these governance structures in relation to Bangladesh and the firms making up the 

domestic industry. Here I draw on industry insiders with local awareness. These include Haider (2007), 

Kabeer (2008), Yunus (2010), Siddiqi (2010), Rahman (2011), Yunus & Yamagata (2012), Khattak (2013). To 

be taken into consideration is that the data from these sources are biased in the sense that they are part of 

a critical industry analysis. I try to compensate by including primary data from official sources on exports 

from and productivity of the industry: the government (GoB), industry associations (BGMEA, BD), and 

more. Such data can however be equally biased. Distrusting the local government is inherent in this thesis 

as part of the overall argument, which relates to the economic and political elite in Bangladesh having an 

interest in improving the data. Estimation as to the overall development of Bangladesh economy and 

society will therefore also be supplemented by data from IOs, such as the World Bank, World Trade 

Organization, and the statistical database Inter-trade to apply data from UN organizations of different 

kinds. These data function as the evaluation mechanism as to whether the apparel industry in Bangladesh 

has driven the national economy in such a way as to provide the results expected by the theory.  

The second section of the analysis represents the basic shift in time focus and related changes in the local as 

well as the global apparel industry. The agreement on textiles and clothing (ATC) was reached within the 

confines of the WTO as described in the theoretical chapter. I therefore re-investigate the governance and 

upgrading structures in the industry under this new condition. The analysis is now also concerned with the 

new GVC dynamics, described as linking in the theoretical chapter. There are more sources to rely on in this 

period in terms of data on local governance and upgrading structures. Data is supplemented from Rahman 

(2011) and Islam, Khan & Islam (2013). There is also more interest from outside experts in this period 

(McKinsey, 2011), because the industry grows rapidly from 2002 onwards. 

In the years leading up to 2005, nobody really knew what the MFA phase-out would imply. The second 

section of the analysis addresses this development and how it fits with the theory. There is an extra focus 

on the quantitative aspect of economic growth. The reason is, that even if the apparel industry in 

Bangladesh had been successfully established in the early 1980s, it is the extreme growth rates of the 

industry in the late 1990s, which has catapulted Bangladesh apparel industry into the position it has today. 

This analysis acts as a kind of stepping stone in order to clarify if the evolution of the industry has followed 

the expected trajectories. The following sections (3 + 4) act as clarifications as to the new situation, which 

occurred with the export boom just before and after the MFA phase-out. 
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The third section of the analysis lies within the same time-frame as the second section as illustrated in 

figure 3.1. It adds to the analysis in terms of distinguishing between economic and social upgrading, 

following the theoretical differentiation of the conceptual apparatus aimed to grasp new insights into the 

complexities of upgrading. The social upgrading literature has brought attention to workers as agents in the 

industry and to those cases, where inclusion in GVC has not necessarily led to social upgrading on their 

behalf. This section of the analysis remains within the vertical axis, but is focused on how the relevant link 

(apparel production network) is locally situated, investigating social upgrading with cloth manufacturers in 

Bangladesh and widening the specter of relevant agents. The data in this section is concerned with enabling 

rights correlated to social upgrading and include organizations engaged in the apparel industry in 

Bangladesh: the local Unions Workers Right Consortium, Human Rights Watch, Transparency International, 

ILO, Clean Clothes Campaign. It goes without saying, that this data is biased according to the agenda in 

question, but also that they to some extent balance each other, and I stay with reports verified and 

recognized by the IOs. Other sources include newspaper articles from New York Times, the Guardian, 

Financial Times. Reports from parliamentary hearings in the US and the UK that confirm the reports from 

locally operating unions will be brought in, in order to give reliability to those data. Data related to formal 

rights are taken from the Bangladesh Labor Law of 2006, which is again supplemented by reports from 

previous mentioned IOs and NGOs. I will not include data from government sources at this level due to the 

former mentioned deficits. Problems with workers’ rights are sought hidden from buyers, consumers, and 

other stakeholders. These will be the focus of the analysis in section 4. 

In section 3 of the analysis, the development trajectories are evaluated according to the extent that social 

upgrading is translated into living wages for workers, as defined by ILO, and safe and healthy working 

conditions. It draws on insights from the former analysis (2) but primarily builds on quantitative data and 

progress in social parameters. The data consists of statistical material from the same sources as in section 

2, but includes a broader range of measures.   

In the last and fourth section of the analysis, the theoretical concept of embeddedness, stemming from 

GPN scholarship, is brought in. As mentioned, I draw on Sturgeon & Ponte (2014), when they argue for a 

modular theory-building, combining GVC and GPN and taking a meso- as well as a contextual meta-level 

into consideration. The concept of embeddedness is contextual and structural rather than functional. It 

insists that the analysis of a specific GVC includes the relevant domestic circumstances and particularities 

(Henderson et al, 2002). In the analysis, embeddedness is thus a context of the independent variable, 

influencing the overall GVC-positioning. In this thesis, embeddedness has first and foremost to do with local 

political institutions. I argue on the basis of more critical GPN scholars, that local embeddedness influences 



30 
 

GVCs in terms of governance dynamics as well as upgrading strategies. Institutions in Bangladesh are weak, 

allowing corruption and special interest to flourish to in the end constitute a manifest upgrading obstacle. 

Section 4 of the analysis also works as a sum-up of the previous parts as to the independent variable on the 

ground of which a conclusion as to the dependent variable of sustainable development is made. As to 

embeddedness, the focus is on the political system, vested interest, and corruption in the part of 

government in contact with the apparel industry. Data includes reports made by NGOs (Human Rights 

Watch, Transparency International), stakeholders to democratic development in Bangladesh, US senate 

hearing 2014, EU reports on good governance 2013, domestic public debate (Haider 2007; Yunus, 2010; 

Yunus & Yamagata, 2012;), and IOs (WB reports). 

3.4 Data handling and limitations 

The procedure described above can be argued as triangulation in several ways, which in literature on 

method (Yin, 2014) is cliamed to be a strengthening factor. First, GVC can be argued to build on a triangular 

axis of scales (from local via regional to global) in terms of industry-specific links in global value chains. I do 

not take the whole scale of linking in, though, but only the links relevant to this specific analysis. Worth 

mentioning is that the theory itself uses the term triangulation in order to describe how global value chains 

are organized (Hess & Yeung, 2006). They argue that it is precisely the meso-level of the GVC/GPN 

approach, which gives it a methodological advantage in comparison to other methods of analysing the 

global economy. Second, with this approach I can draw on other related case studies in order to check my 

results against theirs, and third I can further use primary as well as secondary quantitative data from 

databases and trade institutions, respectively, as a control mechanism. Hess & Yeung (ibid) argue that 

GVC/GPN approaches are and must be open to different methodologies and, indeed, make use of 

quantitative research by classical economic studies. GVC/GPN approaches are signified by moving from the 

particular to the general and back, in a constant search for new dynamics in chains and networks. 

Triangulation is an important tool to ‘unravel’ such dynamics. Besides crossing the borders of qualitative 

and quantitative research and references, I will in the analysis further draw upon work done by research 

undertaken by development organizations at different levels: International institutions; local private and 

public development organizations; think tanks and private consultants, and more. It will also draw upon 

work done by critical scholars of globalization; scholars writing about the apparel industry from other 

vantage points like GPN approaches or approaches looking at global governance issues. All these different 

sources help testing for bias in sources as well as my own analysis. 

Obviously, there are gains and losses in a qualitative approach and with a single case study. Whereas the 

losses lie with the generalization, the gains lie in the depth. As researchers in this area have suggested, it is 
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impossible to study a GVC-GPN from ‘nowhere’. “A GVC-GPN analysis of the textiles sector in Bangladesh 

undertaken by a labour-rights organisation will look very differently from one done by a management 

consultancy, yet common terminologies and conceptual frameworks may flow through both studies” 

(Neilson, Prichard & Yeung, 2014: 7). Researchers are inevitably socially and territorially positioned, and 

this positioning will influence the study. I use triangulation of data as a way of staying on track with 

authoritative sources and scholars. However, my critical agenda and use of embeddedness to raise an issue 

of sustainable development will direct the constellation, and can be said to widening the GVC agenda 

beyond its scope. It also means that there is no straight answer in this case study. Rather it proposes an 

add-on to the GVC-driven case study in terms of the horizontal axis with a focus of embeddedness and local 

obstacles besides. It offers a critical reflection on expectations as to the developmental benefits of 

partaking in global value chains. As argued by Ponte & Sturgeon (2014: 199), given the complexity of 

economic systems, any theory aiming to comprehensively explain and predict outcomes for entire 

industries, countries, or the global economy as a whole should be treated as highly suspect. 

 

4. Analysis of Bangladesh’ apparel industry 

The analysis is directed by the operational model 3.2 and develops through four stages: 1) Governance and 

upgrading dynamics during the MFA regime with a focus on industrial and economic upgrading, but 

introducing also social upgrading and embeddedness (1980-2004).  2) Post MFA regime governance and 

upgrading dynamics (2005-2013). 3) Social upgrading and enablers since 2005. 4) Embeddedness and 

horizontal obstacles since 2005: 

 1980-2004: MFA regime 2005-2013: Post MFA regime 

Governance and upgrading 

 

 

 

 

 

Stage 1 

 

Stage 2 

 

Social upgrading 

 

 

 

Stage 3 

 

Embeddedness 

 

 

 

Stage 4 
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4.1. MFA regime: governance and upgrading 

Bangladesh’ breakthrough in the international market occurred when Desh Garments, a Bangladeshi 

company established in 1980, formed the country’s first joint venture in the garment industry with the 

Korean Conglomerate Dawoo Corporation (Siddiqui, 2010). Dawoo was interested in using Bangladesh’ 

quota for textile exports to western markets. The entrance form had to be a joint venture as foreign 

companies were not allowed, all textile companies had been nationalized in the 1970s. Dawoo took 

responsibility for marketing products through its worldwide network, whereas Desh was responsible for 

cloth production and Desh workers, operators and supervisors were trained in South Korea (ibid). 

Production was initially centered in the port city of Chittagong. As it were, the most skilled workers left 

Desh Garments to start up their own companies. A rapid growth was assisted by the MFA regime, as these 

new initiatives were attractive to apparel companies in other countries with limited export opportunities, 

who were geared to supply sewing machines, and importing the necessary fabrics. Thus, it came to be that 

foreign firms sat up operations in Bangladesh through trading offices, through which they procured cloths 

made in Bangladeshi owned factories (Haider, 2007; Yunus, 2010; Rahman, 2011; Yunus & Yamagata, 2012; 

Islam, Khan & Islam, 2013).  

 

Politics in Bangladesh after liberation from Pakistan in 1971 was dominated by a socialist oriented 

government. Sheikh Mutibur Rahman, ‘father of the nation’, made sure that the textile industry was held at 

local hands, and military officers and war time heroes were favored as heads of operation. Cloth production 

to this day is affected by these initial circumstances and there are very few foreign investments in the 

industry compared to other cloth producing countries (Ahmed & Nathan, 2014). In 1982, however, Hussain 

Muhammad Ershad came to power after yet another coup in Bangladesh. He liberalized the whole textile 

industry including apparel firms and cloth manufacturers. Under the name of New Industrial Policy, inspired 

by the export success in other Asian countries, he de-nationalized the industry, facilitated export processing 

zones (EPZ), and initiated other business friendly policies like export credit lines and bonded warehouse 

facilities, which again enabled cloth producers to have access to textile fabrics at reasonable prices and in 

quick delivery. Furthermore land was given to garment producers in Narayanganj and Gazipur districts 

outside the capital, Dhaka. 

 

In these years, the industry grew in the Dhaka region. It wasn’t until the early 1990s however, that the 

industry really took off in terms of rapid growth rates of cloth exports. The initial phase was dominated by 

foreign firms only indirectly engaging in Bangladesh with the skills taught in other countries. At this point, 

the EU relaxed the rules of origin (RoO) from a three-step requirement to a two-step requirement, which 
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enabled most of Bangladesh knitware exports to be included in the system of preferences under MFA rules, 

making them free of tariffs. It marked the beginning of knitware outperforming woven fabric as export 

priority (exhibit 8). 

 

 

 

Some industry experts argue this is what really pushed off Bangladesh as a competitive sourcing destination 

in comparison to its nearest competitors like India, Pakistan and Sri Lanka (Siddiqi, 2010; Rahman, 2011). In 

the period 1991-1995, the ratio of exports of woven RMG to knit RMG was about 85:15. By 2010, this had 

changed to 50-50 (exhibit 14). In the meantime, the woven segment of cloth production was dominant as 

shown by exhibit 14. Woven fabrics were almost exclusively imported from other countries because the 

capital intensity in this part of the value chain is very high. The initial focus on the industry was on the labor 

intensive manufacturing and assembly part of the value chain, what Gereffi labels the CMT parts of global 

value chains (Gereffi, 1999).  

 

As Bangladesh became interesting as a production hub in the apparel industry during the MFA period due 

to its low wages, lead firms organized a global network of cloth sourcing, where the assembly took place in 

Bangladesh. Lead firms insisted that suppliers implemented information technologies for exchange of sales 

data and adopted standards for product labelling as well as methods of material handling, all of which 

allowed the retailer to have a broad variety of fashion clothes without holding a large inventory (Gereffi, 

1994). The evolving governance structure became the following: Retailers make a production order to the 

production plant, of which they may have several in different locations, and may order large quantities of, 

say, shirts spread over a number of producers in several low-wage countries. In order to ensure that the 

shirts are similar and can sell under the same label, the buyer buys fabric and accessories in bulk and 

provides its clothing suppliers with these inputs. In addition, buyers often also specify the design and assist 

the producers in providing the desired quality. The trend now is to have the Western buyers have 

operations directly in low-wage countries such as Bangladesh. Otherwise established manufacturers reduce 
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their production activities and build up the marketing side of their operations. They capitalize on brand 

names and retail outlets alone. This means that they sell out on the control of the actual production and 

pass on the production to a web of suppliers and contractors in order to gain flexibility and efficiency 

through de-verticalization. This is what happened in Bangladesh in the MFA regime period. The industry 

was limited to CMT activities. Traders and overseas buyers formed a network in Dhaka and Chittagong, 

sourcing from the many factories being established in this period. In the mid-1990s the industry in 

Bangladesh fit very well to this model of such buyer-driven chains: 

 

 

Figure 4.1. Buyer-driven commodity chains. Source Gereffi  (1994) 

Bangladesh was thereby integrated in the global apparel value chain, located in the assembly link, which is 

the lowest value adding link. This is also the bottom of the ‘smile’ of the global value chain, which again 

means that suppliers in Bangladesh are at the lowest link in the governance structure (Gereffi & 

Memedovic , 2003; Fernandez-Starck, Frederick & Gereffi, 2011). Nevertheless, according to GVC theory 

the upside of this structure should be possibilities for industrial upgrading in terms of quality and delivery 

effectiveness. Participation in the apparel GVC should lead to progressive industrialization and also positive 
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feedback loops to the country in terms of an increase in apparel firms and manufacturing jobs, export and 

economic growth, higher demand for skilled labor, and thus upward pressure on wages. This happened to 

some extent in Bangladesh. The number of firms increased in a sharp curve as seen in exhibit 12 and so did 

exports as seen in exhibit 1 and 13.  

The MFA facilitated the entry of developing countries with limited technical skills in the manufacturing 

process into global apparel networks, which again led to new forms of coordination and management in 

the textile supply chain. Developing countries such as Bangladesh became new hubs in the network of 

global textile. The drive of global buyers to reduce the complexity of their operations in order to keep costs 

down and increase flexibility has been a continuous trend within the global textile industry (Gereffi & 

Frederick, 2010). 

Some companies grew in the 1990s to a size of 2000-5000 employees (Ahmed & Nathan, 2014). This type of 

suppliers achieved some progressive productivity gains as documented by Woodruff, 2014:13. The large 

suppliers also became more capable of dealing directly with Western buyers at the end of the 1990s. As 

seen in exhibit 1 in 2004 knitware exports exceeded woven exports for the first time. The growth of large 

suppliers drove an evolution of some forward linkages and upgrading such as more capabilities in product 

differentiation. It is recognized that Bangladesh in these years specialized in washing and dyeing of cloth, 

which gave a larger portfolio of design for buyers to source to these companies. In 2005 there were more 

than 4000 factories operating in Bangladesh and 2 million workers as seen in exhibit 12. The overall export 

number of the industry exceeded 7,9 billion US dollars, which was more than 75 percent of all exports from 

Bangladesh, exhibit 13 and 14. 

As the industry took off in the mid-1990s sourcing decisions became influenced by new dynamics in the 

GVC governance. First a development towards more direct sourcing, meaning brands such as H&M to set 

up their own offices in Bangladesh rather than using middle-men. H&M had sourced from Bangladesh since 

the1980s, but in the late 90s they started their own branch in Dhaka and by the early 2000’s they moved 

into a three story building, employing hundreds of people7 and having direct contact with fewer big 

suppliers. Next, these suppliers opened offices in Dhaka, where brands could show up and receive samples 

of design and negotiate contracts and orders directly. H&M was a first mover and more firms have since 

followed. The process was driven by a consolidation in western markets of retailers and brand retailers 

increasing their size radically. As they became more consolidated in the retail and marketing segment, they 

                                                           
7
 H&M, 2015 - Accessed 20-08 2015 :http://sustainability.hm.com/en/sustainability/downloads-

resources/resources/supplier-list.html 
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needed capable suppliers to deliver large orders and overtake some of the responsibilities in relation to 

logistics and sourcing. This will be unfolded in analysis 2. 

 

This development left out the previous traders in the industry in Bangladesh as elsewhere. The gap was 

filled out by larger sourcing companies in Asia, creating networks of sourcing practices specializing in 

logistics (Gereffi, 1999). Li & Fung has been sourcing for Wal-mart and other apparel retailers since the 

1980s. In 2010 30 percent of all apparels export from Bangladesh to the US went to Wal-mart (Muhammad, 

2011). In the late 1990s and early 2000s, the previous sourcing mechanisms in Bangladesh had been 

replaced by large foreign sourcing agents representing retailers and direct sourcing from brands. Again, the 

effects will be analyzed in the next section. The important takeaway, however, is to note that the 

production facilities in Bangladesh remained on locally owned hands. Direct foreign ownership to this day is 

less than 10 percent and only occurs in the EPZs (Yunus &Yamagata, 2012).  

 

The initial evolution of the industry must be evaluated against the fact that the country had come out of a 

destructive civil war with more than three million dead. The country was still suffering from internal 

fragmentation and violence along ethnic and religious lines. It was at this point one of the poorest countries 

in the world and most significantly in terms of this thesis, it had an almost non-existent trade-relation to 

the rest of the world. The establishment of the cloth industry and its development into a multi-million 

worker industry gave opportunities to the people. From the mid-1990s and until 2005 the economy grew 

ca. 5 percent per year in GDP as seen in exhibit 4, which testifies to the positive effects of partaking in the 

buyer-driven value chain. When foreign buyers in a buyer-driven industry, especially dominated by labor 

intensive manufacturing, as in apparels, recognize a possibility for cheap manufacturing, the first large 

hurdle has already been overcome. The first upgrading trajectories in terms of capital investments and 

worker skill development are quick.  When the top of the value chain decides to ‘drive’ the bottom of the 

value chain, because it identifies competitive advantages to its own operations, the road to development 

for a poor country like Bangladesh is short.  

Beyond the economic successes of the industrial development, there has also been some social upgrading 

in this period. The many jobs created by the industry gave women, who had largely been excluded from the 

workforce, a chance to be wage earners, and thereby achieve some liberating possibilities (Kabeer, 2008). 

From around 2000 onwards a stagnation of wages hit the industry, which will be discussed in the following 

section. Nevertheless, the impressive growth of the industry had positive feedback on the economy, which 

also had effects on overall poverty levels. It is widely accepted that the industry evolvement in this period 
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lifted millions out of extreme poverty. In 2005, the estimated number was 30 percent against earlier 50 

percent8.  

The industry has been kept on domestic hands, and the owners of factories in this early period still play a 

significant role in the industry today (Ahmed & Nathan, 2014). Many of the factories have today grown into 

conglomerates, owning several factories and having other business interests in umbrella organizations. 

Investment in the Bangladesh economy and in land ownership comes from profits made in the apparel 

industry. In the late 1990s, when the industry boomed, the Bangladesh Garments Manufacturers and 

Exporters Association (BGMEA), which had been established in the 1980s, were given an influential role. 

Because of the rapid growth of the industry, the government institutions could not keep up. It therefore 

delegated responsibilities to the BGMEA in areas like factory health and safety inspections, granting export 

certifications, implementing sub-contracting rules, etc. Today the BGMEA has almost 1000 members and its 

power have only increased. The analysis will return to this issue in section 4 as an issue of embeddedness. 

For now, the analysis will continue with an investigation of governance and upgrading dynamics after the 

phase out of the MFA. 

4.2. Post MFA: governance and upgrading 

The global apparel industry changed in 2005, when the agreement on textiles and cloth was reached within 

the WTO as to the end to quotas and trade restrictions. The MFA had imposed limitations to the opening 

up of trade in the apparel industry. As Rahman (2011) describes, studies conducted in the years before 

2005 predicted that the production of cloth would now be consolidated in a small range of countries and 

that a process of ‘survival of the fittest’ would exclude Bangladesh from the apparel industry since it would 

no longer enjoy the benefit of not having to compete with the most efficient supply destinations. It was 

predicted that China would completely dominate the industry. As is evident by the current large cloth 

producing industry in Bangladesh, these predictions were proved wrong. In the following I intend to analyze 

the evolution of the global apparel industry after 2005, and Bangladesh’ position within it.  

Retailers: Large retailers are gaining prominence in the global apparel industry as described in analysis 1 

(Gereffi & Frederick, 2010). Suppliers in Bangladesh with low capabilities are attracted by the large volume 

of orders from such companies. Li & Fung represents Wal-mart in Bangladesh and source 30 percent of 

exports to the US. The orders from Li & Fung are attractive to suppliers as they are large, and scaffold 

stable production (Khattak, 2013). The down side is these firms’ intense price negotiations. Suppliers report 

that Li & Fung and other similar sourcing firms will shift supplier for what amounts to cents pr. finished 
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 World Bank, 2014 - Accessed 20-08 2015 :http://data.worldbank.org/country/bangladesh 
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piece of cloth (ibid). McKinsey has stated this one of the primary obstacles for industrial productivity in 

Bangladesh (McKinsey, 2011). To reduce cost and risk the large retailers in the US and EU increasingly 

source through companies based in Hong Kong, South Korea, Singapore, etc. with expertise in sourcing and 

logistics (Gereffi & Memedovic, 2003; Gereffi & Frederick, 2010). Through this process, retailers such as 

Wal-mart in US and Carrefour in France have consolidated and increased markets shares and thus, the 

position of Bangladesh apparel industry is part of the overall governance dynamics in the apparel GVC. 

The consolidation of retailers gives them the power to transfer price and organizational control 

downwards. Big retailers are implementing new organizational innovations in lean retailing (Birnbaum, 

2009). They introduce bar codes and uniform product codes, electronic data and data processing, 

distribution centers, and common standards across firms. Suppliers are required to add bar codes that 

comply with industry standards to garments before they can ship them off. They are required to place the 

apparel in the cargo in such a way that it can go straight from the truck to the shop floor of the retail store. 

One of the results is that the industry has pushed manpower from the top to the bottom so that the one 

end of the textile industry has become increasingly capital intensive, whereas the other end has become 

increasingly labor intensive (ibid). Retailers need suppliers capable of bundling and selling the entire range 

of manufacturing and logistics activities and large logistics and sourcing firms are emerging to meet that 

need. The trading activities in Bangladesh have changed accordingly. The orders made from the 

representative agents are huge and the requirements of cloth manufacturers have increased. Bigger and 

more capable manufacturers are needed to comply with these demands. Today the factories dealing with 

agents count 4000-6000 employees. They are often under the same conglomerate ownership in groups of 

8-12 factories, and the total number is ca. 50000-60000 (Rahman, 2011; Khattak, 2013; Ahmed & Nathan, 

2014). In analysis 4, I look at how these conglomerates are affiliated with the BGMEA. Besides Wal-Mart big 

retailers are Tesco from the UK, Aldi from Germany, and Carrefour from France. These companies are huge 

in turnover and employees (CCC, 2009). They operate in a low price segment in the US and European 

markets. They represent a price segment of down to 7-8 dollars for a T-shirt and 20 dollars for trousers 

(Miller, 2013).  

Brands: The other type of buyers in Bangladesh is international brands and brand retailers. In Bangladesh, 

these buyers operate in the same way by dealing directly with suppliers. Single brands are not very engaged 

in Bangladesh. The single brand names often operate at a higher price segment, which is not represented in 

Bangladesh by suppliers. The few, that do exist, are low-mid level segment and operate much the same way 

as brand retailers in Bangladesh (Ahmed and Nathan, 2014). The largest typically have 30-50 factories like 
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Bestseller9 and PVH10, which they circulate between, depending on seasonal demands from customers. 

Some are put out of the supplier basket and new ones are introduced. The relationships rarely last more 

than 7-8 years and mostly they last around 2-3 years (McKinsey, 2011; Khattak, 2013). The circulation of 

suppliers makes the relationships very footloose with a tendency towards supplier mix. The difference from 

the retailer relationships, from the perspective of buyers, is that orders are smaller and more erratic. It is 

difficult for the suppliers to plan ahead as orders are impossible to predict. Suppliers often have 30-40 

percent of production lines standing idle, when dealing with these types of buyers (Woodruff, 2014). This is 

one of the major drags on productivity and possibilities for upgrading in the industry according to Mckinsey 

(2011). The suppliers then try to sub-contract from other factories, or they lay off workers, which has 

effects as discussed in analysis 3. When orders from brands are large, often the factories will be unable to 

deliver, and then use the sub-contacting system the other way around. The retention rate of employees in 

Bangladesh is very low, due to this futile system. Turnover of low level employees, but also mid-level 

managers are among the highest in the world (Velde, 2014). Out-of-work education and in-house skill-

development are affected by these governance mechanisms and another major drag on productivity (ibid). 

After the MFA-phase out, the brand segment of Western markets as well as retailers have consolidated 

themselves as is the case with companies such as H&M and Inditex (Zara) (CCC, 2009; Ahmed & Nathan, 

2014). The growth has been primarily horizontal. Upstream consolidation by expanding market shares 

means that these firms need more supplier destinations to avoid risks and to have production closer to 

markets (Fernandez-Stark, Frederick & Gereffi, 2011). This horizontal consolidation in the retail end has 

consequences downstream for suppliers. Brands have opened up direct sourcing in the producing 

countries. In these countries suppliers are needed who are able to deliver full package and take over design 

operations. The brands’ HQ can thereby focus on marketing, advertising, and retail operation at the 

profitable end of the value chain. In Bangladesh H&M is the number one example of this strategy. They 

came to Bangladesh in the 1980s and expanded business in the mid-1990s to initiate the shift to knitware 

production and delegate more responsibility to the supplier, driving the industry towards larger suppliers 

and expanding the services provided in washing, dyeing, and printing (Islam, Khan & Islam, 2013). The full 

package service included design, inventory management, transportation, and new technologies. Now, 

brands are able to show up at supplier offices in Dhaka and Chittagong, and negotiate specific contracts for 

specific deliveries. They bring the overall fabric, color and price requirements to the table and the suppliers 

then deliver product samples. The brands can then decide whether quality and price are acceptable and 
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decide on orders. Suppliers are increasingly able to adapt to design changes, which is positive, however 

products are limited to a narrow segment as shown in exhibit  5 and 6. The price of these product offerings 

have been falling after the MFA phase out as shown in figure 4.2: 

 

Figure 4.2. Source Rahmann, 2011:12 

Upgrading effects. The suppliers are not engaged in the kind of upgrading trajectory that stable 

relationships provide. The manufacturers in Bangladesh never achieve the profits and the long term 

commitment needed in order to be able to invest in skill-upgrading activities for the workers, or external 

education activities related to employing higher skilled workers with university degrees. Those costs would 

too likely be sunk, as the suppliers will have to continuously face new business relationships and very tough 

price negotiations (Khattak, 2013). McKinsey considers the footloose behavior of buyers a primary reason 

for lack of upgrading of the apparel industry in Bangladesh (McKinsey , 2011). The investment prospects for 

new machinery and human capital development become illusive, when buyers terminate relationships due 

to a couple of cents price deductions from supplier competitors (ibid).  

Further, upgrading is problematic as the price of the cloths demanded by buyers is falling in Western 

markets. The consolidation in Western markets affect price, which affect suppliers, and thereby upgrading. 

The high fluctuating demand schedules, which divide the supplier orders into peak times and low times, 

create further pressure. Factories often struggle with low orders and have to stop production. In other 

periods, they have too many orders, and then have to give orders to sub-suppliers. This is a major drag on 
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productivity and effective use of capital and resources (Fukunishi, 2014). In terms of product upgrading, 

there is a limited amount of value in the segments represented. T-shirts, trousers, sweaters are the 

dominant categories. Within these categories only one or two subgroups are represented. The diversity of 

product offerings are very low as seen in exhibit  5, 6 and 7, the latter to show a focus on 4-5 subcategories 

in both the knitted and woven segments.  When complicated fabric and complicated designs are excluded 

from orders, naturally the skill-requirement for workers is lower. A report initiated by the British 

Development Council concludes that it is reasonable to expect a doubling of the industry in Bangladesh, 

before the limit has been reached under the current productivity developments in the industry (Velde, 

2014). Productivity is stagnated and growth has to come from increases in global export shares, which 

again has its limits. The low price segment only has a certain size and Bangladesh is already a primary 

sourcing destination for these buyers. Without a fundamental restructuring of the industry, the potential is 

limited. According to ILO, a factory worker in Dhaka is paid less than half the wage for her counterpart in 

Cambodia or Vietnam as seen in exhibit 11, and few workers last more than five years (Ahmed &Nathan, 

2014). Workers never get the overall training level, needed to increase the productivity in the industry 

(Fernandez-Stark, Frederick & Gereffi, 2011; Woodruff, 2014), which creates a vicious cycle in terms of low 

educational and skill level. There is a very limited spill-over effect to the rest of the Bangladesh economy. 

Knitware and low road choice. One of the impacts of the MFA phase-out is the rise of the knitwear sector, 

and the comparative decline in the woven garment sector. The emphasis on quick delivery has put the 

producers of woven garments, such as shirts, at a disadvantage compared to producers of knitwear, such as 

polo shirts and sweaters. The knitwear producers have an abundant and quick supply of domestically 

produced yarn and fabrics (Siddiqi, 2010). Bangladesh does not grow export-quality cotton or possess the 

capital resources for synthetic fibers used in textile production. Raw materials have to be imported and 

account for around 75 percent of the import of total industrial materials (Yunus & Yamagata, 2012). The 

prices are therefore higher than for competitors with more elaborate backward linkages. The apparel 

industry in Bangladesh does possess some production of yarn for the knitted segment (ibid). The imported 

cotton is being spun and weaved into knitted fabrics supplying almost all the knitted segment with this 

cheap fabric (Yunus, 2010). Accordingly Bangladesh suppliers are more integrated in this segment. They do, 

however, still spend a large amount of the final goods price on cotton imports (ibid). As described in 

analysis 1, the knitted segment is exempt from import restrictions in the EU, as this 2-step integration of 

the production process complies with EU commission RoO. As a result, the knitwear sector has grown faster 

than the woven garment sector since 1995 in terms of both the number of manufacturers and export 

earnings per manufacturer. In 2007 the knitwear sector earned more export revenue than the woven 

garment sector for the first time. The tendency has intensified since the MFA phase out and again after the 
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financial crisis in 2008. The trend towards cheaper clothes in the lowest fashion segment – typically in the 

price range of 15-20 dollar on Western markets – has led to an increased interest in Bangladesh.  

Sum up: Participation in the apparel GVC results in progressive industrialization and positive feedback loops 

to the country in terms of an increase in apparel firms and manufacturing jobs, export and economic 

growth. However progress has merely to do with volumes. The impressive export boom in Bangladesh must 

be contextualized with falling unit prices and higher import prices. The overall terms of trade and apparel 

value added has been falling drastically under the MFA regime as shown in exhibit 1 and 2. 

 

Figure 4.3. Source:  Greenleaf, A. MIT, 201211  

However, volume development also leads to higher employment numbers and overall economic growth. 

The global economic recession starting in 2007 has not hit the industry as hard as one could have feared 

and the Bangladeshi economy has continued to grow at around 5-6 percent a year (McKinsey, 2011). It is 

now the second largest garment exporter in the world, exporting for over 17 billion dollars in 2011. The 
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ready-made garment sector (RMG) in Bangladesh has become the backbone of the Bangladesh economy, 

producing around 85 percent of the country's exports and accounting for 13 percent of domestic GDP 

(Yunus & Yamagata, 2012).The average growth rate of the industry has been 20 percent per year over the 

last two decades as seen in exhibit 13 and 14. The RMG industry has created employment opportunity for 

more than 4,2 million Bangladeshis directly and 12 million indirectly.  

4.3. Social upgrading issues 

This analysis draws on analysis 1 and 2 and takes the positioning of Bangladesh’ apparel industry in the 

global value chain, analyzed here, as an outset in order to now dive deeper into the issue of social 

upgrading. The social upgrading literature has pointed to the risk of social upgrading being de-railed from 

industrial and economic upgrading with consequences for sustainable development. I argue in the following 

that and how this is at stake in Bangladesh.  

Analysis 2 demonstrated that economic development in Bangladesh does not follow the path that one 

could have hoped for, given GVC participation. The apparel industry has progressed on most economic 

parameters on traditional economic development references. But even within economic measures, there 

are warning signs of a fragile value adding system, based mostly on low salaries coupled with large 

quantities of uncomplicated product portfolios. As the ‘slice of the cake’ captured in Bangladesh is 

narrowing, the fragility threatens a sustainable business evolution in terms of firms’ profitability and 

investors’ incentive to direct resources into capital development with consequences for social upgrading 

possibilities as discussed by Barrientos , Gereffi & Rossi (2011). As introduced in chapter 2, there has been a 

broadening of scope within the GVC literature in recent years and scholars have become aware of cases of 

absent development, even if GVC participation is in place. The global apparel industry has been included in 

the Capturing the Gains research agenda and by GVC scholars, acknowledging that participating in the 

apparel value chain in particular can be ambiguous in respect to a broad development perspective (Pickles, 

2012). As the case studies in the context of Capturing the Gains project have indicated, there are a range of 

countries within the apparel industry, which have participated in GVC and have had different outcomes. 

Some have had economic upgrading, but no social upgrading. Others have had social upgrading, but no 

economic upgrading. The following section investigates Bangladesh on the basis of this distinction and 

includes formal rights, enabling rights, and (living) wages, health and security. 



44 
 

In Bangladesh, there is a fundamental problem with upholding the formal rights otherwise ensured workers 

through international law ratifications and domestic law. Bangladesh has ratified all but one of the core ILO 

conventions on workers rights12  in their 2006 Labour Law Amendment 13. 

“Yes, Bangladesh has ratified 7 of the 8 core conventions, including Convention 87 on freedom of 

association and Convention 98 on collective bargaining. The problem is not ratifying conventions, but rather 

transposing those conventions into national law and then enforcing those laws effectively.14 

The Labour Law of 2006, building on a British law tradition as a former colony, is in fact of a very high 

standard (Transparancy International, Bangladesh, 2013). However, there are problems with upholding the 

law. So far, the government has largely left the textile industry to deal with this issue (Yunus & Yamagata, 

2012). The unions claim that most garment factories do not follow the domestic labor law or ILO 

conventions. They also report that protesting workers are met by harassment such as dismissal, arrest, or 

even physical assault by hired assault teams. In absence of appropriate formal channels to raise collective 

demands, the only opportunity to the RMG workers is street protest. 15 It has been documented, how the 

RMG factories ineffectively address labor rights, ignore labor standards, and overlook health and safety 

issues (CCC, 2009; Yunus & Yamagata, 2012). It is also significant that only eight percent of workers in the 

factories and three percent outside the formal industry have heard of labor laws in Bangladesh in 2008 

(Kabeer, 2008).  

De facto impunity for factory owners has the consequence that labor laws have almost no real importance 

in Bangladesh.  Significantly, the Workers’ Rights Consortium wrote an open letter in 2010, warning the 

Prime Minister, Sheikh Hasina, and international donors about the safety concerns relating to multi-story 

factory buildings being vulnerable to collapse. 16  

In 2012, Aminul Islam, an active leader of the Bangladesh Garment and Industrial Workers’ Federation, was 

tortured and murdered. To international NGO’s and for international labor unions it was a kind of wake-up-

call to the problems facing Bangladesh and the apparel industry. It demarcated what these organizations 
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now claim has been a steady decline the last 10-15 years in terms of worker rights. Especially after the 

technocratic care-taker government left office in 2008, there has been a continuous deterioration of 

fundamental rights. Regarding the murder of Aminul Islam, there have still not been any official indictments 

and no one has been held responsible. Co-related to his murder, two other labor leaders were imprisoned, 

but released in 2013 after pressure from NGO’s and donor countries, following the Rana Plaza accident 17 

As to enabling rights and collective bargaining unions are few and weak. They have only few members and 

those who are unionized are discriminated against. Furthermore, the training of the union leaders is poor 

and they do not know how to negotiate collectively. As a consequence, confrontations become violent and 

escalate. This again enables politicians to de-legitimize the labor movement and associate them with illegal 

strikes and terrorist behavior or even foreign espionage (CCC, 2009; Transparency International, 2013; ILO, 

2015). While the trade unions blame factory owners for their attempts to prevent unionize workers, 

employers point to the long history of disruptive behavior by trade unions. There is a long tradition of 

hostility between the parts. Employers have used violent tactics to intimidate anyone who attempts to 

unionize and they have succeeded in keeping the textile industry in Bangladesh largely without unions 

(Kabeer, 2008; Yunus & Yamagata, 2012).  

"The issue is that even if you have a legal right to form a union, the question is, what is being done to 

protect that right once you try 'operationalize' it—when you try to organize a meeting or pass out 

pamphlets or become known as a union activist?"  Phil Robertson, Bangkok-based deputy director of 

Human Rights Watch's Asia division said to the Wall Street Journal.18 

However, a few do exist with the most important one being the Bangladesh Independent Garment Workers 

Union Federation. It was founded with the United States Agency for International Development (USAID) 

funds and supported by the Solidarity Foundation in the US, an affiliate of the American Federation of 

Labor-Congress of Industrial Organizations: “Unfortunately, union presence is still nominal and collective 

bargaining is virtually nonexistent in Bangladesh’s garment industry” (US Senate Hearing , page 1). 

Although the RMG is a formal sector, there is no acceptance of the right to organize at the factory level 

(Yunus & Yamagata, 2012). As a result labor unrest is common. In June 24, 2010, there were 

demonstrations and combats with government forces and private security forces. The political climate is 

dominated by large scale demonstrations called hartals and often the claim for workers’ rights interfere 
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with other political issues and the struggle to influence the political process. Agitated workers come to 

the street and storm vehicles and garment factories, the attacked factories are declared closed, and the 

labor leaders are arrested by the police. These types of often violent clashes threaten the whole industry. 

Frustration over working conditions should ideally be translated into bargaining with factory owners and 

industry associations through formal networks. However, most trade unions are affiliated to the main 

political parties. The majority of trade union leaders attempt to perpetuate their leadership through their 

political connections, particularly when they are affiliated with the party in power. 

There is a mitch-match between the political level and the struggle for workers’ rights and living wages and 

no third part to intervene. Only the Supreme Court has some influence. As long as these processes are not 

separated as is the case with developed democratic countries, the two parts can continue de-legitimizing 

each other. The ruling party de-legitimizes the labor movement by connecting them to the opposite 

political party and ‘terrorist activities’. The labor movement is poorly educated and trained in collective 

bargaining, which makes them vulnerable to influence from interest groups de-associated with the labor 

issue, creating actual de-legitimation.  

It is beyond doubt that there is a critical need for bottom-up capacity building (CCC, 2009; Kabeer, 2008; 

Yunus & Yamagata, 2012). Trade unions could play a constructive role in this process but their politicized 

character and according adversarial tactics suggest that they will have to undergo considerable reform 

before they will be able to do so (Witte, 2008).   

“The United States Government should hold the government of Bangladesh to the highest standards in 

implementing the action plan to reinstate U.S. Generalized System of Preferences (GSP) benefits, especially 

provisions pertaining to labor law reform and protecting the freedom of association and the rights to 

organize and bargain collectively” (US Senate Hearing, page 2). 

The lack of proper enabling rights in Bangladesh has historical and cultural roots and is also related to the 

relative short time of industrial development. However, I argue that there are also strong interests in 

maintaining status quo in terms of formal and enabling rights, which is shared by the International Trade 

Union Confederation: “This is not merely a question of a lack of capacity, but also reflects a deep-rooted 

anti-union bias, in part due to the enormous influence that the garment industry (and others) has over the 

government”.19 
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Living wages. The salary for the lowest categories of workers (exhibit 11) in Bangladesh is now 38 dollars a 

month. The wage in the apparel industry is the lowest in the world (McKinsey, 2011). NGOs are increasingly 

focusing on living wages. ILO adapted this framework in their ‘Decent work programme’ in 200620. Since 

then it has become a widely used tool for determining social progress. The demand for living wages was a 

central claim in the large street protests in 2010. The minimum wage was increased to 3000 take after 

these events and the following government intervention. NGOs, however, estimate that a doubling is 

needed in order for apparel workers to earn living wages as established by the ILO (CCC, 2009).The wages 

are below what is required to sustain a family with nutrition and housing. The consequence is that young 

women without a family are the primary social group to work in the industry (Kabeer, 2008; ILO, 2015). 

These women, after some years, go back and establish a family in the rural areas where they came from in 

the first place. This is the primary reason of the large retention rate in the Bangladesh apparel industry 

(Woodruff, 2014). Most often, it is highlighted as a quality that more than 80 percent are woman in the 

apparel industry (Gereffi & Frederick, 2011; Ahmed & Nathan, 2014). However, it also constitutes a social 

challenge since this group has showed willing to accept sub-standard living wages.  

The population is well aware of the health and security issues related to the industry. The reason workers 

do not last – and do often not wish to last – in the industry, relates to unhealthy work environments. Most 

factories do not have adequate ventilation and exhaust fans, and expose the garments workers to toxic 

substances. Many workers suffer from chronic headaches, respiratory diseases, constant fatigue, 

headaches, anemia, fever, chest, stomach, eye and ear pain, cough and cold, diarrhea, dysentery, urinary 

tract infection, and reproductive health problems due to overwork and uncongenial working conditions 

(Yunus & Yamagata, 2012). They have long hours in hazardous production rooms without sufficient rest, 

and lack recreational opportunities, nutritious foods, medicine, etc. (CCC, 2009). 

Had one read reports from industry observers and NGOs prior to the Rana Plaza accident, it was not 

unexpected (as shown earlier with the Workers Rights Consortium warning paper from 2010). Most 

factories in Bangladesh are not properly suited for the production activities. The agency behind the control 

of factory buildings and supervision of the laws related to building safety had around 30 employees. The 

same problem is seen in terms of factory fires. There are not enough officials to implement the relevant 

laws, which mean that apparel factories are not having safety measures.21 In 2010 the Worker Right 
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Consortium made a series of recommendations to the government and global buyers, among which were 

to  

“Undertake an urgent review of all multistory buildings currently housing garment production facilities to 

ensure they may be safely used for this purpose. This review should be conducted by a committee consisting 

of representatives from all government departments directly involved in the observance of the relevant laws 

and regulations, labor groups, and international buyers”.22 

The national Garment Workers Federation, on their hand, again underscored that 

"With collective-bargaining power, tragedies like Rana Plaza would not happen, since owners would not be 

able to force workers to work in unsafe conditions," said Amirul Haque Amin, president of Bangladesh's 

National Garment Workers Federation”.23 

Summing up, formal rights in Bangladesh are manifested by the Labour Law of 2006, which should secure 

living wages and working standards according to international law and standards. However, there is a gap 

between the spirit of the law and its accomplishment as is the case with other relevant laws regarding 

building safety and fire. Enabling rights are furthermore vague. Unions are few, repressed, and met with 

counter-actions from factory owners and groups representing opposite interests. Attempts to build up 

collective bargaining and representational negotiations are facing a patrimonial culture and a history of 

confrontational problem solving, which manifests itself in street fights and massive general strikes. 

Accordingly and in line with warnings by social upgrading scholars, social development has not kept up with 

the industrial and economic development. The issues of factory fires, building collapses, and the lowest 

salaries in the world do not comply with an industry, which has experienced low, but still some upgrading in 

terms of products, process, and functions. 

4.4. Embeddedness and horizontal obstacles  

As argued in chapter 2, in order to fully understand the mechanisms in Bangladesh’ apparel industry, it is 

necessary to add a horizontal perspective on the network dynamics, and in particular take local 

embeddedness of the industry into consideration. The other way round, it was also argued that 

Bangladeshi economy and politics in terms of incentives to seek further integration in global production 

influence the sourcing decisions of foreign companies and thereby the global industry. The analysis in this 
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section includes vested interests, corruption and ministerial authoritarianism, and BGMEA – regulator and 

employer. 

Recent theory-development in particular within the GPN field indicates that states might be an actor with a 

bigger influence on GVC than formerly acknowledged, initiating such calibrating effects. I explore this 

dynamic in the following and the analytic focus in this section of the analysis therefore runs opposite to the 

former with their focus on vertical governance and upgrading dynamics. However, I – in accordance with 

the overall research design of this thesis – concentrate on the issue of local political institutions. The 

expectation is that the embeddedness in local institutions in Bangladesh influences the position of 

Bangladesh apparel industry in the global value chain as well as general development trajectories in 

Bangladesh.  

 

The apparel industry currently counts almost 5000 factories located around Chittagong and Dhaka. The 

ownership structure is quite complex, since it is made out of conglomerates with a wide range of business 

activities to include banking activities, apparel factories, retailing, natural resource management, etc. These 

conglomerates are connected to certain families and the most successful of them own multiple apparel 

factories. The conglomerates employ around 30.000 workers, distributed on 7-12 factories. They make the 

upper part of the supply network in Bangladesh, described in section 1 and 2. The families associated to 

these conglomerates are also represented in parliament directly or indirectly and they have top positions 

within the powerful industry association BGMEA. They dominate the political parties, the governing 

apparatus, and the lower levels of the judiciary. In the following, I argue that this system of vested interests 

took form under the MFA quota system and is a strong incentive for maintaining status quo.  

 

The apparel industry was initiated by investments from South Korea, as mentioned in section 1. The first 

years were characterized by a large fraction of the industry being owned by foreigners (primarily 

Pakistanis). However in 1983, Bangladesh nationalized the industry as there were a few years of import 

substituting industrialization policies. It was then organized under the Bangladesh Textile Mills Corporation 

or BTMC, led by people who have kept influence until today. However, this was not a success and therefore 

EOI policies were initiated. Under this process the industry was taken over by former officials and military 

officers. The foreign engagement in the industry plummeted and the structure of EPZ and buying houses, as 

described previously, took off. Today only 5 percent of the industry is partly foreign owned through joint 

venture agreements. After the takeover, the foreign engagement shifted to sourcing offices and buying 

houses.  In the early period, there was a demand for the quota free import and the local industrialist’ 

products were competitive. Industry experts argue that the industry could only gain a foothold due to the 
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global trade regime governing apparel trade, and that the MFA in fact helped establishing a manufacturing  

elite (Rahman, 2011).  

 

From the mid-1990s the industry picked up speed and new companies such as H&M and Wal-mart took 

interest, due to the low price structure in Bangladesh. The low price strategy had immense success. 

However, in these years the BGMEA was formed, as the government lost the ability to keep up with 

development. At this point, industrialists gained a channel for influencing the political parties, which laid 

the ground for dysfunctions, escalating during the MFA phase-out. This came about simultaneously with 

the disclosure of a general dis-functioning of politics in Bangladesh, meaning that the democratic progress 

since the liberation from Pakistan was evaporating. Corruption increased and the political parties initiated a 

battle not on ideologies, but on winner takes-all approaches to gaining office. Around 10 percent of 

parliament were and is factory owners. If you include family members, more than 50 percent of parliament 

is associated to the apparel industry. The political clout of the industrialists these years became enormous.  

 

Transparency International has called the political system in Bangladesh prime ministerial authoritarianism. 

Even if Bangladesh is officially a democracy and is often praised for it by western governments, not least 

taking into consideration that it is a 99 percent Muslim country, the political system is nothing like an ideal 

type of liberal democracy. The prime minister, normally a democratic symbol, relies heavily on donations 

from rich industrialists, whom she is responsible to pay back in favors. The money comes, as argued by 

NGOs and IOs, primarily from the apparel industry and therefore this industry is also the one where the de 

facto impunity is most visible. As described in analysis 3, the killing of labor leaders has gone without trial. 

The factory accidents have also not led to one single persecution of factory owners. Only the Rana Plaza 

accident has led to some government reaction, but the owner who has strong family associations to the 

political and economic top is still to be actually stand trial.  

 

The dysfunction is clear in the strong confrontation between the ruling Awami League and the BNP who 

both use many resources on combatting one other. There have been a few attempts to form a third party 

with Mohammad Yunus in front without success. The two parties agree on one thing, and that is to keep 

the apparel industry out of the confrontations. The industry is also well represented in both parties.  The 

Institute of Governance Studies in Bangladesh in 2008 concluded that there is a misuse of state power for 

partisan and personal gain. This overall picture is backed up by a range of reports from international 

organizations in Bangladesh (CCC, 2009; Transparency International, 2009, 2013; ILO, 2015) as well as other 

state authorities (US Senate Hearing, 2013). Professor Wood, from the University of Bath, has described the 
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party system as being based on “kinship, patrimonialism and widespread corruption”. Dr. Greeley from the 

Institute of Development Studies says: “that there is wholesale change at the top within the civil service 

establishment when there is a change in government and political friends are appointed from within the 

establishment” (US Senate, 2013).  

 

Human rights activist Sultana Kamal from the Transparency International motivates the low position of 

Bangladesh on corruption indexes the last couple of decades: “Government’s sweeping denial of corruption 

and a culture of impunity and protection of those accused of corruption have contributed to Bangladesh’s 

downslide in stopping corruption”24. From 2008 to 2009 Bangladesh was ruled by a temporary technocratic 

caretaker government. It was a short reversion of the road taken the last decade in Bangladesh. The 

caretaker government took moves to stop politicization of the public sector services, which had some 

effect. But as soon as the tenure of the caretaker government ended in early January 2009, these moves 

were reversed. From 2009 onwards it again became the norm to appoint lawyers, who belong to the ruling 

party, as public prosecutors: “Through this practice, the party in power favors its men at district levels by 

appointing them as the State's law officers”25. 

 

The overlap of the ruling parties with governmental institutions is the more apparent, when it comes to the 

apparel industry. The bureaucracy, surrounding the industry, consists of 17 departments as shown in 

exhibit 9. It is known to everybody, who has been in Bangladesh in business purpose, that the departments 

set in place are deliberately confusing. Approvals are needed for almost everything and licenses are needed 

from all these 17 departments. Doing business in Bangladesh is impossible without paying one’s way 

through corrupt officials and Bangladesh consistently places at the bottom of the World Banks measure of 

doing business26. The report states that this system is not about issues of taxes or government, willingness 

to support industries, or the like. Rather it is concerned with ‘the red tape’ one has to overcome in order to 

do business in the country. It is a system ideally meant to translate the profits of the industry to the rest of 

society, but in reality it is distributing profits to those with political power. The most disputed place in 

regards to corrupt officials is the port in Chittagong (see exhibit 10). The number of days containers take to 

pass is directly associated with the amount of money paid to officials. But also the bonded warehouse 

facilities, mentioned as progressive upgrading techniques in chapter 1 and 2, are sources of corrupt 
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practices. This means that the more powerful has easier access to the tariff and quota free imports of the 

essential raw materials (Transparency International Country Report, 2015).  

BGMEA is the inspector facility. This means, that when pressure arises for inspections they are performed 

through the BGMEA, which then plays the dual roles of employer (association) and regulator. A most often 

used metaphor is that of the wolf being made responsible for the protection of the sheep27. Part of the 

critique in the early 2000’s, when a range of factory fires hoarded the industry, was that there were only 50 

inspectors in Bangladesh to control the whole industry. That is more than 4000 factories, but also related 

businesses, which at estimation involves more than 12 million workers. These inspectors were in this period 

proven not to have any education concerning fire or building hazards. Rana Plaza created a lot of 

international attention from media, and the lead firms in the industry has since formed the Accord28 

(European firms) and the Alliance29 (US firms). The BGMEA closed 20 factories in the aftermath of the 2013 

crisis and is now collaborating in order to improve the skill level of factory inspectors in the industry, and to 

increase their numbers. It is too early to judge these initiatives, and therefore, they have not been included 

in this paper on a more substantial level. However, NGO’s have already documented how these initiatives 

have been facing problems of real progress, and it can be foreseen that the effect will prove limited as long 

as they include the BGMEA.  

The garment industry is considered a national ‘security’ issue as the basic industry to draw foreign capital to 

the country. However, the benefits, the industry receives through its political affiliations, now is estimated 

to overrun the benefits the country get in return from the industry. The policies initiated in the 1980s 

through the EOI, explained in analysis 1, have evolved in such a way that it is estimated that the apparel 

industry in Bangladesh actually receives 17 million dollars more in subsidies and tax breaks, than the tax 

revenues from the industry give back30. Badiul Alam Majumdar, secretary of the nonprofit group Citizens 

for Good Governance, has described it as: “The doors of the treasury are open for them. They extract all 

kinds of subsidies. They influence legislation. They influence the minimum wage. And because they are 

powerful, they can do, or undo, almost anything, with impunity.” All exports of cloth from Bangladesh are 

regulated by the BGMEA, only factories who are members of the organization can export. MGMEA also 

administrates the certificates of the origin, which are essential for receiving tariff exemptions from the EU 
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and the US under the GSP systems. The BGMEA further handles all disputes in the industry through its own 

arbitration system, excluding it from the legal system in Bangladesh. 

The newest and most significant evolution in the power delegated to the BGMEA relates to a new industrial 

police force consisting of 3000 police-men. These are recruited from the military, and are therefore not 

regular Bangladesh police. It is a special elite force with modern equipment. It was established after the 

protests, which struck the apparel industry in 201031. The police force officially is put in place to settle 

disputes between factory owners and workers, but outsiders agree that it is de facto BGMEA’s private 

police force which is put into action, when protests break out at factories. BGMEA is even called upon to 

deliver cars and other goods to them. “If any unions demonstrate or raise their voice, the industrial police 

will come and tell them to stop protesting, if they don’t stop, they are attacked and beaten with sticks”3233. 

According to Human Rights Watch, the bodies of those who are killed by this special police force regularly 

have physical marks and injuries indicating that they were subjected to torture34. It is also this police force 

that is associated with the disappearance of the three union leaders in 2012 and the death of one of them, 

Aminul Islam as described in analysis 3. 

The above section has described how the political and economic elite in Bangladesh have been intertwined. 

It has shown how this development is grounded in the early developments of the apparel industry. The 

local dysfunctions in Bangladesh are therefore especially related to the apparel industry and to the owners 

of factories and conglomerate of multiple factories. The economic incentives for actors locally but also in 

international parts of the apparel chain are being affected. These incentive distortions are above and 

beyond normal developing country public miss-management. It has been a dialectic evolution of placing 

firms and firming places. The consequences are significant both for the functioning of the whole global 

apparel value chain and to Bangladesh’ industrial development. These consequences will be discussed in 

the following chapter together with a discussion of this theories case findings implication for GVC theory. 
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5. Discussion 

This thesis has applied the GVC framework to a case study of Bangladesh apparel industry in order to, on 

the one hand, test its analytical powers and, on the other hand, reason as to how the case can contribute 

to the body of case studies of the dynamics of global economy. In this chapter I elaborate on the findings 

and on the theoretical as well as more policy-oriented implications of the analysis. The hypothesis has been 

“That there exist local obstacles in Bangladesh, which inhibit the upgrading that should otherwise be 

expected from GVC inclusion”. In the following, I argue how each step in the analysis has contributed to 

proving this thesis and in what way. 

The first part of the analysis investigated the first period of industrial development in Bangladesh from 

1980 up to 2004. The evolution in this period had all the hallmark characteristics of a buyer-driven 

industrial governance structure. Foreign lead firms engaged in the industry, initially through direct 

investments via a joint venture system. After this initial phase, industrial policies in Bangladesh effected a 

change in ownership structure, which became predominantly domestic, and lead firms now were 

represented in Bangladesh through buying houses and sourcing agents. Even if export oriented policies 

were introduced in the 1990s and early 2000s, these basics continued. The initial flow of capital, skill 

development, and demand for products came from South Korea, but the industry grew rapidly and 

especially took off in the 1990s. The industry expanded into OEM, even if primarily a CMT industry. 

Economic and social gains were visible, for instance in terms of increased employment and the abolition of 

child labor, and in line with what was expected from inclusion into GVC. The hitherto predominantly 

agricultural and backwards society had achieved substantial manufacturing exports and industrial as well as 

economic and social progress.  

In the years leading up to 2004, the apparel industry in Bangladesh was booming. The MFA phase out has 

only accelerated the growth of the industry as addressed in analysis 2. The financial crisis gave a one year 

pause to growth in exports, but it quickly picked up pace and only seemed to benefit from price awareness 

on behalf of western consumers. In 2013, Bangladesh became the second largest cloth exporter in the 

world after China. In the meantime, the governance structures had changed again. Buyers in form of 

retailers and brands now operate in Bangladesh through either direct contact, in the case of brands, or 

through large middle-men, in the case of retailers. They both require (few) capable suppliers to simplify 

their supply chains. In general, the contracting and sub-contracting processes are such, that buyers want 

one point contact with suppliers. In terms of suppliers with direct buyer contact, the amount of factories in 

Bangladesh has expanded and then consolidated on conglomerates of 5-10 factories under the same 

ownership arrangements. Early in this period, the industry has expanded backwards in the knitting 
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segment, in production of yarn.  It has become more capable, offering dyeing, printing, and other design 

services. All this fit well with a GVC understanding of inclusion and upgrading within a governance 

structure, with relational and captive characteristics.  Nevertheless, there is reason for concern on a range 

of parameters. The productivity of the industry has stagnated, and the value added fallen. The export 

basket is now predominantly within a very narrow category of simple clothes such as T-shirts, sweaters, 

and trousers. The skill level and capability of workers and factories remain very low and there is practically 

no spill-over. There has been some product upgrading in specific design features, but it remains narrow. 

Process upgrading has been stagnating. Functional upgrading has happened in terms of the shift to 

knitware, but recent growth has solely been on volumes in existing trade baskets, and related to a better 

price position vis-à-vis competitors like China. This is partly based on free export to the EU, which carries 

more than 60 per cent of all exports.  

In the post-MFA period there has been a disappointing evolution in the core social upgrading parameters of 

formal and enabling rights of workers in Bangladesh, the object of analysis 3. Whereas there has been a 

deterioration of the legal system that undermines the formal rights included in the Labour Law of 2006, 

there has been downright regression in terms of enabling rights. Organizations following the situation are 

alarmed by the enabling rights situation in Bangladesh and in the dominant apparel industry. Unions are 

almost non-existent and the ones in operation are systematically undermined through firing or private 

harassment. The situation escalated in the years around 2010, where union leaders were arrested and 

found killed. A special police force has been put in place, which many observers claim to be the factory 

owners’ private police force for combating dissatisfied, protesting workers. The implications have been 

stagnation in wages for workers in the industry. From 2004 to 2013, the wage increases have been more 

than accounted for by general inflation and increased real food prices. The wages for apparel workers in 

Bangladesh is still by far the lowest in the world: in 2013 half of other competing developing countries. 

From 2006 onwards, the industry has been hit by a range of accidents. Especially large factory fires are 

ramming the industry, culminating in 2012 in the Tazreen factory fire. In 2013, the Rana Plaza factory 

complex collapsed. The previous success of including women in the workforce and eliminating child labor 

still holds, but as of 2004 onwards, social upgrading in the industry has been omitted.  Consequently, huge 

street protests took place in 2010 and again in 2013 resulting in fighting between well-equipped police 

forces and apparel workers.  

Analysis 4 has addressed the missing economic upgrading results in Bangladesh. One decisive factor is 

found in the way lead firms and dominant logistics firms in the sourcing networks pressure price 

concessions from subordinated suppliers. Another is found in domestic inefficiencies regarding for instance 
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quality of education and lack of capital for investment. However, the analysis has argued that the causing 

mechanisms go deeper and are to be found in what has been conceptualized as embeddedness. The 

political institutions are dysfunctional. The economic elite, meaning the apparel industry tycoons, is merged 

with the political elite. Powerful families control parliament, the legislative system, and the apparel 

industry. The fragile democracy has since the military abolishment in 1996 been notified by a ‘winner takes 

all’ contest between two parties with two daughters of previous military leaders at the center, and jokingly 

referred to as prime ministerial authoritarianism. The political elite is deeply ingrained in the apparel 

industry and gets even richer by adhering to its requirements. The consequence being, that the apparel 

industry has got favorable conditions, which actually makes it a transfer recipient from the state rather 

than a source of income. The embeddedness of the apparel GVC into this dysfunctional political context 

creates a vicious cycle referred to by GPN scholars as path dependency (Henderson et al., 2002). It denotes 

the dialectical nature of vertical and horizontal networks, affecting each other, in this case inhibiting 

upgrading for workers and the Bangladesh economy.  

The starting point of all this goes back to the MFA phase out. The MFA regime brought incentives to look 

for potential investment locations for apparel assembly. Once the initial industry was set up in Bangladesh 

in the early 1980s, the decision to nationalize, according to an import substituting industrialization strategy, 

was taken with vital consequences. The industry became concentrated on a few hands closely related to 

the political establishment of the military. When the industrial policies liberalized again in the late 1980s, a 

corporate governance structure had been settled, which was unhealthy to competition as well as 

obstructive to upgrading. The MFA regime and the new export oriented industrial policies nevertheless 

created immediate incitements for the industry. In this period the woven segment was still the largest and 

was related to the assembly nature of the industry. Sourcing networks represented in Bangladesh through 

sourcing agents and buying houses were looking for cheap places for CMT suppliers in the supply chain. 

When the EU changed its policies under the EBA tariff exemptions to LDCs in regards to RoO, and as the 

Western markets became more consolidated at the consumer end for retailers and brands, the demand for 

cheap solutions increased and the low value segment made out of cheap knitted fabric got a competitive 

advantage. The local corporate governance structure and the institutional set-up secured low costs, which 

again initiated demand from international brands and retailers. As the MFA was faced out and the financial 

crisis hit, the demand for cheap knitted clothes only increased further. A low road for upgrading in the 

industry had been taken, based on the political clout of the industry tycoons in Bangladesh. Upgrading in 

terms of value added and bettered productivity was not an issue. The explanation is, according to this 

analysis, to be found in the industrial elite to be build around the low wage and low segment industry and 

maintaining their position through their political and institutional clout as well as a dysfunctional political 
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system. The apparel GVC is reconstructed on the basis that brands and retailers in need of a supply of 

cheap cloths especially in the knit segment have seen Bangladesh as an obvious sourcing destination. The 

deteriorating formal and enabling rights in Bangladesh has taken off off in tandem with the MFA phase-out. 

The business plan of the political and economic elite in Bangladesh relies on controlling wages, whereas 

process and functional upgrading is not part of the strategy. 

This thesis has concluded that there are local obstacles to economic and social upgrading of the apparel 

industry in Bangladesh. The political and economic elite are intertwined and corruption and poor political 

governance limit such a process. When special interest is powerful and able to control an industry and 

when these interests are gaining from status quo, innovation and organizational development is 

obstructed. Vertical upgrading in GVC through collaborations and cooperative inter-firm arrangements are 

not realistic as long as there are powerful industry tycoons earning excess rents from their ability to 

exercise wage arbitrage (Coe, Dicken & Hess, 2008). Thus, the hypothesis in this thesis has been partially 

confirmed. Partially, because the local obstacles in Bangladesh are not separable from the general GVC 

dynamics, rather they have evolved in tandem in a process referred to as path dependency.  

In this case study, I have intended to bridge between GVC and GPN studies as recommended by Neilson, 

Pritchard & Yeung (2014) and by combining a vertical analysis of production networks with a horizontal 

contextualization. This approach has led to an identification of the dialectical connection between GVC 

dynamics and local embeddedness to be seen as a special case of path dependency for economic and social 

upgrading in the Bangladesh apparel industry. I will in the following discuss the possible consequence of 

this finding for GVC studies. 

GPN scholars advocate a discipline focusing on both the flows and the spaces in the global economy. As the 

flows of value, goods, and capital run through the global economy, they have made states less essential as 

actors in the global economy. GPN and GVC approaches therefore agree in avoiding ‘stateism’. However, 

GPN includes states as an actor that remains influential in terms of a horizontal contextualization. This 

thesis support the claim that any vertical analysis of value flows has to be grounded in horizontal analysis, 

and thereby also take the state into consideration. The claim is, that the embeddedness of value flows in a 

particular geography/country with its culture and institutions has the potential to steer value flow in 

certain directions. In terms of the concept of governance, the shift from driving to linking seems to have 

specific implications in this case. The claim is, that suppliers are captive, or at least in some way 

subordinate in the intra-firm hierarchy. It is indeed the case in Bangladesh, that firms through high coding 

of the transaction and low capabilities of suppliers are able to extract large price concessions. This case 

study has also made it liable that these suppliers might not be as unhappy with low prices as could be 
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expected. The high quantity in orders combined with the ability to pressure price downwards the system to 

contractors and to low salaries for workers, has made suppliers grow. The big brands and retailers are 

attracted to Bangladesh and as the country grows as a sourcing destination, these lead firms have to be 

represented here. However, as has been shown, repetitive breaches of lead firms’ code of conduct do not 

change the practice or the sourcing choices in the country.  

Theories of governance have to take into account that brands and retailers are under competitive pressure 

to have operations in a country like Bangladesh. In order to be competitive in the low price fashion 

segment, brands and retailers need to hedge their preferable sourcing choices and they are under pressure 

to locate, where manufacturing cost are the lowest. Thus, governance theories in buyer-driven and captive 

industries need to be aware of not only the control flowing downwards, but also the loss of control flowing 

upwards. The analysis of the governance structure in Bangladesh has shown that there might be large 

control over design, quality and price, but there is also a loss of control over operations from contract 

formation to the delivery of the final good. Lead firms are reduced to customers in Dhaka and Chittagong, 

where they can exercise power through ‘shopping’ between suppliers, but have lost control in terms of 

how and where the actual manufacturing takes place. Further, these companies can take the decision to 

stop sourcing from the country, but that would have large consequences, as Bangladesh is the second 

largest and cheapest cloth exporter in the world. This kind of power flowing bottom-up stems ultimately 

from the horizontal context in Bangladesh and the historical path dependency of the industry.  

This thesis has shown how upgrading in the apparel industry has been obstructed by dysfunctional politics 

and institutions. This leads to the suggestion that GVC studies on upgrading, when engaged with buyer-

driven industries and captive governance structures, should include an analysis of the local bureaucracy 

and political system. Business profiling has been conducted by the WB for quite some time. However, this 

case study has highlighted particular dysfunctions especially relevant to GVC studies and upgrading and 

documented cases, where factory owners have disturbed incentive structures regarding process, product, 

and functional upgrading. When a supplier has the political clout to extract value from workers and 

downstream the industry from contractors, he loses some of the incentive structures associated with 

upgrading trajectories.  The disturbance occurs, when it becomes more profitable to increase the size of the 

total order from buyers upstream the value chain, and combine with small price concessions, because the 

supplier have remedies to transfer these concessions to other actors.  

Theories on upgrading have had focus on the state as enabler of skill improvement, and on industrial 

policies facilitating domestic firms climbing the value chain. Following the right policies and strategies, 

however, does not guarantee success. There are no best practices in GVC theories and as GVC theories on 
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upgrading become standard in development organizations, it seems the more important to stress this and 

reiterate the importance of the dynamics between the production networks/value chains and the particular 

geographies in which they locate. As with the Capturing the Gains project, this thesis advocates more 

attention to those instances of GVC participation, where upgrading stagnates and becomes actual 

downgrading. In these instances, it seems relevant to analyze the embeddedness in state institutions and 

how these influence incentive structures and thereby upgrading for actors in the industry. The associated 

issue of social upgrading is affected the same way. Formal and enabling rights are the way for workers to 

align social and economic upgrading. A critical theory of globalization should include such links between the 

economic and the social sphere. This case study suggests looking for the root of lacking rights. When 

workers’ rights are violated or enabling rights are ignored, the direction of this pressure is important to 

understand. The case in this thesis showed that the industry associations and leaders were tightly coupled 

with the political elite and the judiciary. This root problematics has to be addressed as a prerequisite for 

solving the rights’ issue.  

I will end this discussion with prospects of the industry as well as general development trajectories, to be 

derived from my analysis.  I argue that political institutions in Bangladesh are hindering upgrading, both 

economic and social, for the apparel industry. Even if this is not acknowledged, after the Rana Plaza 

accident in 2013, attention has been given to the issue of lacking upgrading. Different approaches to the 

issue have been taken, and different interventions suggested. Here, I wish to discuss the Accord35 and the 

Alliance36, both put forward by NGOs, lead firms, and the BGMEA in collaboration after the Rhana Plaza 

incident. These initiatives are contractual obligations between firms to engage in safety for factories used 

by suppliers in Bangladesh. The Accord is primarily a European initiative, which has arbitration clauses and 

is therefore legally binding. The alliance is primarily made of US firms and is voluntary without remedies in 

case of breaches. Both initiates are under supervision of international and local worker unions and NGOs. 

The next couple of years will show how effective these initiatives will be in terms of workers’ health and 

safety. Following the analysis in this paper, expectations should be low. For one thing, the track record of 

having the BGMEA in charge of the inspectional duties. But more fundamental, both initiatives are 

attempts to treat symptoms rather than the disease itself, namely the low road strategy to industrial 

development. Productivity, price and functional upgrading are absent due to the processes, explained in 

detail in the analysis. This puts pressure on owners to push cost savings on to workers and contractors, 

which they are successful with due to the dysfunctions in the political system. For the same reason, 
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workers are denied in particular enabling rights, which limits their effort for social upgrading. As long as the 

political and economic elite are merging in Bangladesh, initiatives like the Accord and Alliance are 

preempted to fail. 

It has been predicted that within the given conditions the apparel industry in Bangladesh will be able to 

double over the next 10 years, but then the limit has been reached (Velde, 2014). However, if productivity 

is allowed to re-emerge in the industry after a long period of stagnation, there is room for upgrading and 

development. According to my analysis, this requires free access for entrepreneurs in the industry and the 

removal of a long series of red tape from 17 state institutions. In short, liberalization of the industry is 

needed in such a way that entry is determined by the ability to attract capital and the skill-set to use it 

appropriately. Upgrading possibilities exist in a wider set of product offerings and productivity increases 

from new investments. If economic upgrading is lifted through removal of local obstacles, issues related to 

social upgrading will follow, because it will support such a process. The room for improvements in wages, 

health and safety will increase and social upgrading will occur once workers are enabled to collectively 

negotiate their own position. Policy recommendations of upgrading strategies must again be supplemented 

by recommendations to instructional development. 

6. Conclusion 

This end chapter delivers the extracted answer to the research question: How do global value chain 

dynamics constitute the apparel industry in Bangladesh and how does local embeddedness affect these 

dynamics? The conclusion follows the three sub-questions. 

RQ1: How is the evolution of the apparel industry in Bangladesh to be explained by the theoretical concepts 

of governance and upgrading? 

The apparel industry in Bangladesh was initiated through foreign investments taking advantage of the 

quota system laid out by the MFA. Prior to 2004, lead firms drove the industry via sourcing agents and 

there was also an initial upgrading. In the late 90s, the industry expanded into OEM and ODM supply 

functions and exports grew rapidly. After the MFA phase out in 2004, international brands sourced directly 

in Bangladesh from large suppliers. Parallel to this, large retailers were represented by international 

logistics companies placing large orders at chosen suppliers. Contrary to expectations, that Bangladesh 

would lose market shares with the MFA phase-out, the export growth rates of cloths continued. Suppliers 

were increasing sales to European buyers rather than buyers in the US, and especially cloth from knitted 

fabrics was popular. Product upgrades happened with knitted fabrics and in terms of dyeing and washing 
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design services. However, upgrading only occurred within a narrow product category, and the productivity 

in the industry was low. The value added in the industry has remained low. Growth of firms and workers is 

mostly due to volume and not to price and quality developments. 

RQ2: How can it be explained, that social upgrading for workers in Bangladesh is disconnected from the 

industry’s economic successes? 

The fact that the export success of the Bangladesh apparel industry has come about on behalf of lesser 

value added has influence on the social upgrading of workers. The pressure in terms of price concessions 

has been sent down the chain to contractors and to the low level workers. Living wages for seamstresses 

and level of employees stagnated after the MFA phase out. As the industry grew in volume, it needed new 

factory space quickly, which resulted in deteriorating building and fire safety. What has been 

conceptualized as social downgrading has not least been felt in terms of workers formal and enabling 

rights. The judicial system has never been strong in Bangladesh, so it matters little to workers that almost 

all ILO conventions have been ratified and that, on paper, the 2006 Labour Law is progressive. The most 

serious decline has occurred in relation to enabling rights. Union participants are being harassed and fired 

with impunity. Labor leaders are found tortured and killed and many are forced to resign and/or flee the 

country. When workers are not able to be active in the negotiation of their conditions, progress is unlikely. 

RQ3: How does the concept of embeddedness contribute to the analysis of the global apparel value chain 

and the position of Bangladesh herein? 

After the Rana Plaza accident, international brands and retailers suggested that there were local obstacles 

out of their control. The analysis has demonstrated that there are indeed local obstacles in Bangladesh to 

the potential upgrading of the apparel industry. The political and economic elite are merged to take the 

form of vested interests, ministerial authoritanism, and distorting incentive structures for apparel factory 

owners. This situation is connected to the overall formation of the apparel GVC in Bangladesh and has 

resulted in what is labeled path dependency. Vertical dynamics in the global apparel chain coexist with 

horizontal institutions to in this case create a vicious cycle of low value strategies for suppliers and buyers. 

The dialectical nature of value flows in the apparel industry, and the space in which it operates in 

Bangladesh in terms of embeddedness, thus explains the identified paradox of apparent success and 

serious misfits.  

Conclusively, this case study has demonstrated the need to adjust GVC theory, when applied on weak, 

undemocratic states. I have advocated a bridge-building effort with GPN approaches specifically through 

the concept of embeddedness. On a similar note, in the RIPE issue in 2014, Gereffi acknowledges, that 
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public governance need to have a larger focus and that the private codes focus of the last 20 years need to 

be revised. He advocates multi-stakeholder initiatives combining the public and the private to solve those 

cases, where GVC participation leads to downgrading (Gereffi, 2014: 29). I go a bit further. My analysis 

indicates that the GVC tradition needs to pay more attention to instances of weak states and poor public 

governance. It needs to address, how such countries can be assisted in managing GVC and how policy-

makers can be equipped with a tool-set to contextualizing upgrading strategies. The most important 

question is: How can the fact, that GVC is so important for economic development, be transposed into a 

pressure on governments, who do not utilize on them, for the betterment of populations? 

7. Implications for research 

The conclusion of this thesis has implications as to the roles of the different agents involved. Even if the 

core challenge is located in the intersection of vertical and horizontal dynamics, lead firms in the apparel 

industry are not without responsibility for the conditions at the lowest value section of their supply chains. 

However, you cannot blame the wolf for haunting the sheep, and you cannot blame MNCs for maximizing 

their profits. MNCs and factory owners in Bangladesh react to economic incentives. Weak states are 

vulnerable in respect to pressure from well-organized special interest groups. Researchers and practitioners 

need to acknowledge the distorted incentives stemming from dysfunctional political institutions, if they are 

to give meaningful policy guidance in respect to economic and social upgrading. Institutional capability 

building and good governance assistance are the foundation on which industrial policy and business 

strategies must stand. When NGOs, politicians, and public key figures makes Rana Plaza and other 

accidents a simple question of ‘is globalization good or bad’, they actually do the population in Bangladesh 

a disservice. Instead, I advocate the reasoning behind the following statement, put forward by Mohammed 

Yunus in an open letter in The Guardian: "The tragedy at the garment factory in Savar is a symbol of our 

failure as a nation. The crack in Rana Plaza that caused the collapse of the building has shown us that if we 

don't face up to the cracks in our own systems, we as a nation will get lost in the debris"37. BGMEA and the 

ruling parties – Awami League and BNP – need to be held accountable for the separation of economic and 

political interests in the country.  

 

 

                                                           
37

 The Guardian, 2013 “Appeal to the West” - accessed 20-08-2015:   
http://www.theguardian.com/world/2013/may/12/muhammad-yunus-bangladesh-appeal 

http://www.theguardian.com/world/2013/may/12/muhammad-yunus-bangladesh-appeal
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Issues for further research to nuance the analysis and conclusions of this thesis would include: 

1. The GPN approach advocates horizontal investigations. Henderson et al. (2002:449) claim that 

national corporate governance systems are very important for production networks, not least in 

terms of banking, financing, and control. This point is relevant to Bangladesh as pointed out by 

reports from the World Bank, saying that the bank system38 and corporate governance system39 in 

Bangladesh is among the poorest in the world. 

 

2. Analysis of US and in particular EU policies (The European Commission) as to the exemption of tariff 

in the system of preferences. How are these policies generated, and what role does lead apparel 

firms play here? This thesis has indicated that the US is more willing to use these policies directly as 

a medium in their development policies. 

 

3. The evolution of the Accord and the Alliance and the connection to codes of conduct and CSR 

policies by lead firms in the industry. The potential for raising living standards in Bangladesh for 

apparel workers through the reputational dynamics between lead firms and consumers in western 

markets are not considered likely, however this deserves a sound investigation.  

  

                                                           
38

 World Bank, 2015 - accessed 20-08-2015:      
http://www.doingbusiness.org/data/exploreeconomies/bangladesh#getting-credit  
39

 World Bank, 2015 - accessed 20-08-2015:     
http://www.doingbusiness.org/data/exploreeconomies/bangladesh#enforcing-contracts 

http://www.doingbusiness.org/data/exploreeconomies/bangladesh#getting-credit
http://www.doingbusiness.org/data/exploreeconomies/bangladesh#enforcing-contracts
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9. APPENDIX 

Exhibit 1: Woven and knitware garments export 

 

Data Source: (Rahman, 2011: 12) 

 

Data Source: (Rahman, 2011: 4) 
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Exhibit 2: Terms of trade in general and for apparel 

 

Data Source: (Muhammad, 2011: 24) 
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Exhibit 3: Number of workers in Bangladesh apparel industry 

 

 

Data Source: Export Promotion Bureau Compiled by BGMEA -  Accessed 20- 08 2015 

http://www.bgmea.com.bd/chart/number_of_employment_in_garment#.Vdrkefntmko 

 

 

 

  

http://www.bgmea.com.bd/chart/number_of_employment_in_garment#.Vdrkefntmko
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Exhibit 4: Economic growth in Bangladesh last decade 

 

 

 

Data Source: World Bank Group, 2015 -  Accessed 20-08 2015 

http://www.doingbusiness.org/data/exploreeconomies/bangladesh 

http://www.doingbusiness.org/data/exploreeconomies/bangladesh
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Exhibit 5: Knitted exports in product group 

Data Source: Intracen.org -  Accessed 20- 08 2015 

http://www.trademap.org/countrymap/Product_SelCountry_TS.aspx 
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knitted or crocheted
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Exhibit 6: Woven exports in product group  

 

Data Source:  Intracen.org -  Accessed 20- 08 2015 

http://www.trademap.org/countrymap/Product_SelCountry_TS.aspx 
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Exhibit 7: Knitted export product group and growth 

Code Product label 

Exported 

value in 

2010 

Exported 

value in 

2011 

Exported 

value in 

2012 

Exported 

value in 

2013 

Exported 

value in 

2014 

'6109  
T-shirts, singlets and other vests, knitted or 

crocheted 
3,845,529 4,832,306 4,171,696 4,566,341 5,141,855 

'6110  
Jerseys, pullovers, cardigans, etc, knitted or 

crocheted 
2,073,662 2,656,293 3,378,189 3,820,436 4,117,334 

'6104  
Women's suits,dresses,skirt etc&short, 

knit/croch 
317,274 439,840 912,821 1,096,059 1,302,568 

'6105  Men's shirts, knitted or crocheted 566,371 732,218 762,076 816,388 873,079 

'6108  
Women's slips,panties,pyjamas, bathrobes 

etc, knitted/crocheted 
268,882 317,362 468,835 545,379 619,492 

'6111  Babies' garments, knitted or crocheted 50,266 54,288 440,082 545,476 592,265 

'6107  
Men's underpants,pyjamas,bathrobes 

etc,knit/croch 
161,699 201,280 298,325 373,637 402,295 

'6106  
Women's blouses & shirts, knitted or 

crocheted 
133,974 158,323 320,546 352,063 348,817 

'6103  
Men's suits,jackets,trousers etc&shorts, 

knit/croch 
300,663 424,206 208,575 261,697 346,416 

'6114  Garments, knitted or crocheted, nes 20,637 42,209 135,193 152,997 175,933 

'6102  
Women's overcoat,cape, 

etc,knitted/crochetd,o/t of hd 61.04 
13,938 14,578 129,968 141,825 151,643 
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'6101  
Men's overcoats,capes,etc, 

knitted/crochetd,o/t of hd 61.03 
6,721 9,137 91,114 109,690 107,949 

'6112  
Track suits, ski suits and swimwear, knitted 

or crocheted 
18,844 31,283 67,599 85,587 87,711 

'6115  
Panty hose, tights, stockings & other 

hosiery, knitted or crocheted 
2,834 3,686 17,061 24,335 30,368 

'6116  
Gloves, mittens and mitts, knitted or 

crocheted 
757 6,623 12,211 16,828 22,610 

'6117  Clothing access nes,knitted/croch 564 828 11,838 12,248 15,833 

'6113  
Garment,made up of knitted/crochetd 

fabric of hd no 59.03,06,07 
2,914 11,847 10,236 9,692 11,048 

 

Data Source:  Intracen.org -  Accessed 20- 08 2015 

www.trademap.org/countrymap/Product_SelCountry_TS.aspx 

  

http://www.trademap.org/countrymap/Product_SelCountry_TS.aspx
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Exhibit 8: Total exports Bangladesh in sub-categories 

 

 

 

Data Source: Export Promotion Bureau Compiled by BGMEA -  Accessed 20- 08 2015 

http://www.bgmea.com.bd/home/pages/TradeInformation#.Vdrbsvntmko 

 

  

http://www.bgmea.com.bd/home/pages/TradeInformation#.Vdrbsvntmko
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Exhibit 9: Government organizations related to Apparel industry

Data Source:  Transparency International, 2013: 9-10 
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Exhibit 10: Obstructions to business (from suppliers view) 

 

Data Source: World Economic  Forum , 2014 Competitiveness Report – Accessed 20-08 2015 

http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport 

 

 

 

 

 

 

 

 

 

  

http://www3.weforum.org/docs/WEF_GlobalCompetitivenessReport_2012-13.pdf
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Exhibit 11: Minimum wage chart comparison (Cambodia and Vietnam) 

 

 

Data Source: International Labour Organization, 2013 (Minimum wage chart) Accessed 20- 08 2015 

http://www.ilo.org/asia/WCMS_223988/lang--en/index.htm 

 

 

 

http://www.ilo.org/asia/WCMS_223988/lang--en/index.htm
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Exhibit 12: Number of factories and workers 

YEAR 
NUMBER OF GARMENT 

FACTORIES 

EMPLOYMENT IN MILLION 

WORKERS 

1984-85 384 0.12 

1985-86 594 0.20 

1986-87 629 0.28 

1987-88 685 0.31 

1988-89 725 0.32 

1989-90 759 0.34 

1990-91 834 0.40 

1991-92 1163 0.58 

1992-93 1537 0.80 

1993-94 1839 0.83 

1994-95 2182 1.20 

1995-96 2353 1.29 

1996-97 2503 1.30 

1997-98 2726 1.50 

1998-99 2963 1.50 

1999-00 3200 1.60 

2000-01 3480 1.80 

2001-02 3618 1.80 

2002-03 3760 2.00 

2003-04 3957 2.00 

2004-05 4107 2.00 

2005-06 4220 2.20 

2006-07 4490 2.40 

2007-08 4743 2.80 

2008-09 4925 3.50 

2009-10 5063 3.60 

2010-11 5150 3.60 

2011-12 5400 4.00 
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2012-13 5876 4.00 

2013-14 4222 4.00 

2014-15 4296 4.00 

Data Source: Export Promotion Bureau Compiled by BGMEA -  Accessed 20- 08 2015 

http://www.bgmea.com.bd/home/pages/TradeInformation#.Vdrbsvntmko 

 

 Exhibit 13: Apparel export and total export historical comparison 

 

YEAR 
EXPORT OF RMG 

(IN MILLION US$) 

TOTAL EXPORT OF 

BANGLADESH  

(IN MILLION US$) 

% OF RMG’S TO TOTAL 

EXPORT 

1983-84 31.57 811.00 3.89 

1984-85 116.2 934.43 12.44 

1985-86 131.48 819.21 16.05 

1986-87 298.67 1076.61 27.74 

1987-88 433.92 1231.2 35.24 

1988-89 471.09 1291.56 36.47 

1989-90 624.16 1923.70 32.45 

1990-91 866.82 1717.55 50.47 

1991-92 1182.57 1993.90 59.31 

1992-93 1445.02 2382.89 60.64 

1993-94 1555.79 2533.90 61.40 

1994-95 2228.35 3472.56 64.17 

1995-96 2547.13 3882.42 65.61 

1996-97 3001.25 4418.28 67.93 

1997-98 3781.94 5161.20 73.28 

1998-99 4019.98 5312.86 75.67 

1999-00 4349.41 5752.20 75.61 

2000-01 4859.83 6467.30 75.14 

2001-02 4583.75 5986.09 76.57 

2002-03 4912.09 6548.44 75.01 

2003-04 5686.09 7602.99 74.79 

http://www.bgmea.com.bd/home/pages/TradeInformation#.Vdrbsvntmko
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2004-05 6417.67 8654.52 74.15 

2005-06 7900.80 10526.16 75.06 

2006-07 9211.23 12177.86 75.64 

2007-08 10699.80 14110.80 75.83 

2008-09 12347.77 15565.19 79.33 

2009-10 12496.72 16204.65 77.12 

2010-11 17914.46 22924.38 78.15 

2011-12 19089.69 24287.66 78.60 

2012-13 21515.73 27027.36 79.61 

2013-14 24491.88 30186.62 81.13 

2014-15 25491.40 31198.45 81.71 

Data Source: Export Promotion Bureau Compiled by BGMEA -  Accessed 20- 08 2015 

http://www.bgmea.com.bd/home/pages/TradeInformation#.Vdrbsvntmko 
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Data Source:  BGMEA - Accessed 20-08 2015 

http://www.bgmea.com.bd/chart/total_product_export#.VdraLvntmko 
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Exhibit 14: Apparel export, historical growth  

YEAR 
TOTAL APPAREL EXPORT IN MN.US$ 

WOVEN KNIT TOTAL 

1992-1993 1240.48 204.54 1445.02 

1993-1994 1291.65 264.14 1555.79 

1994-1995 1835.09 393.26 2228.35 

1995-1996 1948.81 598.32 2547.13 

1996-1997 2237.95 763.30 3001.25 

1997-1998 2844.43 937.51 3781.94 

1998-1999 2984.96 1035.02 4019.98 

1999-2000 3081.19 1268.22 4349.41 

2000-2001 3364.32 1495.51 4859.83 

2001-2002 3124.82 1458.93 4583.75 

2002-2003 3258.27 1653.82 4912.09 

2003-2004 3538.07 2148.02 5686.09 

2004-2005 3598.20 2819.47 6417.67 

2005-2006 4083.82 3816.98 7900.80 

2006-2007 4657.63 4553.60 9211.23 

2007-2008 5167.28 5532.52 10699.80 

2008-2009 5918.51 6429.26 12347.77 

2009-2010 6013.43 6483.29 12496.72 

2010-2011 8432.40 9482.06 17914.46 

2011-2012 9603.34 9486.35 19089.69 

2012-2013 11039.85 10475.88 21515.73 

2013-2014 12442.07 12049.81 24491.88 

2014-2015 13064.61 12426.79 25491.40 

Data Source: Export Promotion Bureau Compiled by BGMEA -  Accessed 20- 08 2015 

http://www.bgmea.com.bd/home/pages/TradeInformation#.Vdrbsvntmko 
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YEAR SHIRTS TROUSERS JACKETS T-SHIRT SWEATER 

1993-94 805.34 80.56 126.85 225.9 …. 

1994-95 791.20 101.23 146.83 232.24 …. 

1995-96 807.66 112.02 171.73 366.36 70.41 

1996-97 759.57 230.98 309.21 391.21 196.6 

1997-98 961.13 333.28 467.19 388.5 296.29 

1998-99 1043.11 394.85 393.44 471.88 271.7 

1999-2000 1021.17 484.06 439.77 563.58 325.07 

2000-2001 1073.59 656.33 573.74 597.42 476.87 

2001-2002 871.21 636.61 412.34 546.28 517.83 

2002-2003 1019.87 643.66 464.51 642.62 578.37 

2003-2004 1116.57 1334.85 364.77 1062.1 616.31 

2004-2005 1053.34 1667.72 430.28 1349.71 893.12 

2005-2006 1056.69 2165.25 389.52 1781.51 1044.01 

2006-2007 943.44 2201.32 1005.06 2208.9 1248.09 

2007-2008 915.6 2512.74 1181.52 2765.56 1474.09 

2008-2009 1000.16 3007.29 1299.74 3065.86 1858.62 

2009-2010 993.41 3035.35 1350.43 3145.52 1795.39 

2010-2011 1566.42 4164.16 1887.50 4696.57 2488.19 

2011-2012 1733.54 4686.39 2231.16 4713.11 2340.34 

2012-2013 1972.89 5185.48 2634.28 5143.22 2620.73 

2013-2014 2173.73 5690.78 2973.16 5863.81 2932.94 

2014-2015 2271.43 5697.83 3183.17 6064.13 2829.16 

              

Data Source: Export Promotion Bureau Compiled by BGMEA -  Accessed 20- 08 2015 

http://www.bgmea.com.bd/home/pages/TradeInformation#.Vdrbsvntmko 
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