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IDE-JETRO
Working Session
at WTO Public
Forum 2014: Who
Will Benefit from
the Globalized
Trade?

On 2" October, 2014, IDE-JETRO (Institute of
Developing Economies — JETRO) organized a working
session “From Bangladesh Garment Factory to
‘Happy Worker™: An Initiative for Balance of Benefits
in Globalized Trade” at WTO Public Forum 2014.

The forum, which has been held at WTO HQ in
Geneva since 2001, is the biggest outreach event by
WTO. The main theme of this year’s forum was “Why
trade matters to everyone”. In the three-day event,
participants from governments, legislatures,
international organizations, industry, media, and
academia discussed issues of trade and jobs, trade

and consumers, and trade and Africa.

This report provides a summary of the discussion at
the IDE-JETRO working session about the “Happy

Worker Initiative”.

Session Information (Appendix 1)

Flyer of the Session (Appendix 2)
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*The "Happy worker" Initiative is a concept proposed by IDE-JETRO researcher Dr. Abu Shonchoy.
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2. The “Happy
Worker” Initiative:
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1. The “Happy Worker” Initiative M7
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3. The “Happy

Worker” Initiative:
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1. The Rana Plaza

Collapse

E-1

A Disaster in Bangladesh

On 24th April, 2013, a commercial building in Savar,
near Dhaka, collapsed. The eight-story building,
called Rana Plaza, housed factories for ready-made
garments, and the collapse killed more than 1,100
factory workers and injured several hundreds.

Photo by rijans
https://www.flickr.com/photos/rijans/8731789941/

Remote Causes of the Tragedy

On one hand, the recent popularity of fast fashion
brands has rapidly increased demands for garment
industries in developing countries like Bangladesh.
The increase added pressures to production
capability of the factories there. On the other, unit
prices of garments kept lowering around the world,
which forced factory owners to save production cost.
In addition, back in 2013, fire and safety standards in
garment factories in Bangladesh were less than
insufficient, and unionization was not successful. As
a result, factory workers were put under dangerous
and extremely inappropriate working conditions,
while they were manufacturing as cheap clothes and
accessories as possible for consumers in advanced

economies.



The Collapse was a Wake-Up Call, but ...

The Rana Plaza Collapse and working conditions of
the factories, as soon as the event was broadcasted,
alerted not only consumers of fast fashions but also
the garment industry of developed countries with
contracted and licensed establishments in

Bangladesh. The brands developed inspection

mechanisms on fire and safety standards of factories.

However, a point was missing in the effort —

continued employment of factory workers.
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2. The “Happy
Worker” Initiative:
Why Does It Matter?

Are Safer Factories All What We Need?

Fire and safety standards should be improved, but
will inspections and audits solve all problems here?
Closing unsafe factories makes the world relatively
safer, but workers will face unemployment. In the
working session organized by IDE-JETRO, a major
issue was how to support factory owners for the
improvement so that workers would be able to keep
their employment.

For the Employment, Finance the Safety Efforts
Factory owners, if their properties are red-listed by
inspection, will face a dilemma: how to improve
factory safety while employing workers. It is highly
likely that workers will be laid off or fired if a factory
is closed because of the cost for improvement. Even
if owners are somehow able to cover the cost once, it
is unclear whether they can keep financing the
improvement and receiving good scores in inspection
year by year. Thus, taking into account the owners’
dilemma is necessary to upgrade fire and safety
conditions and maintain employment of factory
workers. The “Happy Worker” Initiative attempts to

help the owners solve the dilemma.

NGOs Bridge Consumers and Factory Owners

The Initiative has three advantages in the regard
(Figure 1). First, it tries to connect consumers of fast
fashions and factory owners as well as the owners
and garment industry of developed countries.
Second, NGOs in developing countries where
factories are located and workers live will play central
roles. Finally, consumers will not bear the cost for

improvement of safety conditions.
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Figure 1. Basic Framework of the “Happy Worker” Initiative

Factories &
Workers

e

End

Consumers » Merchandisers

Source: Abu Shonchoy, IDE-JETRO

In existing inspection systems, consumers have
limited ways to communicate their concerns about
workers’ conditions in developing countries. They
may be able to collect information about responsible
brands and select retailers to go. However, it is rare
that they have opportunities to express their interest
in efforts by factory owners for labor safety and
employment. With the “Happy Worker” Initiative,
consumes’ roles will become more positive and active
with NGOs in developing countries. The key is

“electronic stickers”.

The NGOs will issue the “electronic stickers” to
garments manufactured in factories where owners
are positively responding to the improvement of fire
and safety standards and keeping employment of
workers. The stickers carry information of factories
and commitments there as QR codes do. Consumers
pick up garments with the stickers in shops, read the
codes by their smartphones, and purchase products
if they are comfortable with the products’ integrity in

the information. In this way, the initiative connects
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consumers to factory owners as in Figure 1.

How to Avoid Shifting the Sticker Cost to
Consumers

Consumers may hesitate to purchase products if
prices are higher because of the stickers. The “Happy
Worker” Initiative will ask brands in developed
countries to contribute a tiny share of commodity
prices (e.g., 10 cents out of 50 USD) for the cost. In
other words, the brands will play more active roles
for safety and employment of factory workers in
developing countries. Out of 10 cents, 50% will be
distributed to factory owners for improvement of
workers’ conditions, 15% to workers for welfare
schemata like insurance operated by NGOs, and 35%
to NGOs for certification of factories and making
stickers*. With these means, it is unnecessary to
shift costs to consumers for improving workers’

conditions and implementing this initiative.

* The ratio is simply an idea, which is yet to be tested.

“Resident” NGOs Will Play Critical Roles

NGOs indigenous and resident in developing
countries are critical parts of the “Happy Worker”
initiative. Their roles will include connecting
consumers with factory owners of those countries
and brands in advanced economies, certifying
factories and issuing stickers, and distributing
portion of “10 cents” to the owners and workers. The
NGOs protect the initiative from corruption and
support confidence of consumers. For this reason,
they have to be trusted in countries where factories
are located and trustable as partners of the initiative.
Because of their important roles and own portion of

“10 cents”, some of such NGOs may be interested in
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and motivated with this initiative.

Indigenous and resident NGOs are important for one
more reason; to differentiate the “Happy Worker”
from existing inspection and auditing systems. The
initiative will have to compete as “brands” with those
systems because today’s consumers are immersed
with various “ethically minded” approaches of fair
trade, organic products, and premium standards by
brands and industries. As to the differentiation, a
speaker in the IDE-JETRO session proposed to
envision capacity building for factory owners in
developing countries. If this strategy is adapted,
indigenous and resident NGOs will play key roles for
the responsibility. The initiative can probably
differentiate itself from existing systems by
highlighting its reliance on, trust in, and
incorporation of NGOs formed by locales and active in

their own countries.

In addition, the “Happy Worker” will send signals that
workers’ morale and job satisfaction are important
problems that deserve attention of smart factory
owners. This message will also differentiate the
initiative from existing inspection and auditing

systems.
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3. The “Happy
Worker” Initiative:

Toward the Future

Ideas Evolving through Cooperation and
Collaboration Worldwide

The idea of the “Happy Worker” initiative is still
evolving. It should be elaborated through small-scale
pilot projects, and experiences and insights should

be accumulated.

For the elaboration, two things are essential: first,
cooperation with resident NGOs, concerned research
institutes worldwide, and industry both in developing
and developed countries, and second, opinions of
these actors that will be shared in collaborative

actions.

For example, in the session organized by IDE-JETRO,
participants from garment industry pointed out that
stickers would not be an option for major brands
because of possible damages to fabrics. On the other
hand, some recommended, from their experience,
beginning this initiative with small and medium
enterprises that seek differentiation from major
brands. If the introduction is successful, major
brands may follow. These views from inside are
essential so that the “Happy Worker” evolves into a

workable plan in the real world.

In addition, collaboration among the actors in Figure
1 is important to approach consumers with this
initiative. In the IDE-JETRO session, a speaker
mentioned that practically no market for “ethically
minded” products existed in Japan given its size of
national economy. Consumer awareness of
certifications is certainly an issue. However, even for
interested consumers, ineffective outreach and
limited accessibility to producers and retailers

hamper them from purchasing the products. Sharing
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ideas among the actors is essential in this regard,
that is, to deliver products certified by the “Happy

Worker” initiative to consumers’ hands.
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Endnotes

Problems of worker safety and employment in
developing countries, which Rana Plaza Collapse
have represented, may cause concerns in countries
entering the globalized market, not only in
Bangladesh, and to consumers enjoying products of
various lines with lower prices. So far, it has been
very occasional that labor safety and conditions are
mentioned in discussions about economic integration
and trade agreements. Discussions at the IDE-JETRO
session suggested that care for workers and
attention to their conditions could be considered as a
matter of national, industrial, and brand
competitiveness in the global trade. Efforts to realize
the “Happy Worker” initiative will continue toward

balanced benefits of the global trade.

Author: Junko Shimazoe
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Appendix 1: WTO Public Forum 2014
Session Information

Date: 2" October, 2014
Location: Room S1, WTO Headquarters, Geneva, Switzerland

Panelists

Sato Kan Hiroshi, Chief Senior Researcher, Research Planning Department,
IDE-JETRO (Moderator)

Dr. Abu Shonchoy, Researcher, Microeconomic Analysis Studies Group,
Development Studies Center, IDE-JETRO

Mari Nakamura, Researcher, Poverty Alleviation and Social Development
Studies Group, Development Studies Center, IDE-JETRO

Dr. Edgard R. Rodriguez, Sr. Program Specialist, Supporting Inclusive
Growth (SIG), International Development Research Centre, Canada

M. Abdus Salam, Chief Executive, Gana Unnayan Kendra (GUK), Bangladesh

Masaki Wada, Executive Director, Energetic Green
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“Happy Worker Initiative”:

Balance of Benefits in Globalized Trade

— “Happy Worker Initiative”

Factories &
"Happy Worker" initiative is an

NGO-led certification program to Workers

promote consumer-driven 4 ¢
regulations in the garment \

industry. A
This initiative will fill in the \

information gaps between (1) end
consumers and manufacturing
factories, and (2) working End

conditions and safety standards. Consumers — Merchandisers

IDE-JETRO will introduce and discuss this new and comprehensive idea at WTO Public Forum
2014. See the other side for more details.

IDE-JETRO Working Session at WTO Public Forum 2014

When & Where 2 October 2014 13:00-15:00 @Room S1

Title From Bangladesh Garment Factory Tragedy to
“Happy Worker”:
An Initiative for Balance of Benefits in Globalized Trade

MODERATOR Sato Kan Hiroshi, Senior Chief Researcher, IDE-JETRO

SPEAKERS Abu Shonchoy, Research Fellow, Development Studies Center, IDE-JETRO and Adjunct Assistant
Professor, University of Tokyo
Mari Nakamura, Research Fellow, Poverty Alleviation and Social Development Studies,
Development Studies Center, IDE-JETRO
Edgard R. Rodriguez, Sr. Program Specialist, Supporting Inclusive Growth (SIG), International
Development Research Centre (IDRC), Canada
M. Abdus Salam, Chief Executive, Gana Unnayan Kendra (GUK), Bangladesh
Masaki Wada, Executive Director, Energetic Green
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Rana Plaza Tragedy in Bangladesh: Why the Disaster Happened?

Rana Plaza Collapse in 24th April 2013: 1,129 Workers Died

Global popularity of RMG (Ready-Made
Garment) and rapidly growing demand for
production capacity

Ineffective fire and safety standards
Unsuccessful unionization

Recent drop in clothing prices around the
world

Pressure to reduce unit costs of garment
manufactured in factories

Photo by rijans https://www.flickr.com/photos/rijans/8731789941/

Unsafe Working Conditions: Statistics of RMG Sector in Banglades

Rana plaza is not the only case. As the graph below shows, workers died in
garment factory fires in Bangladesh. Improving safety practices is essential to
prevent future disasters.

120 Number of Fire Incidents and Death of Workers in RMG Factories
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2000 | 2001 | 2002 = 2003 | 2004 | 2005 | 2006 | 2007 | 2008 | 2009 | 2010 | 2011 | 2012 | 2013
B Fire Incidents | 19 23 9 15 16 9 15 14 6 10 19 18 10 10
Total Death 12 21 0 0 7 22 67 0 0 0 51 2 112 15

Number

Source: Alliance for Bangladesh Worker Safety (2014) “Facilitator’s Guide Basic Fire Safety Training Version May 2014”

How to Improve the Situation?: Introduction to “Happy Worker Ini

This initiative will bridge end consumers and manufacturing factories and
potentially improve working conditions in RMG sector.
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