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Multinatienal<Ent erprises,Employee Safety and the Socially Responsible Supply Chain
The Case oBangladesh and the Apparel Industry

On Aprili24, 2013Rara Plaza,an eightstorycommercial building containing an apparel
manufacturer, a bank, apartments, and several smaller, sbbtippsed in the subistrict of
Savar in the Greater Dhaka Area of BangladéRahim, 2016).After “stress fact@” were
discoverednithe building’sinfrastructure the bank and the shopemediatelyclosed their
operations; the'appdmmanufacturerhowever, ordered itsmployees to return to work the
following'day. Official warnings to avoid occupying the building were ignored by the apparel
company-ownersf the illegally built factoryand the building collapsed that mornaiter the
building's generators were started up during a blackBaul & Quadir, 2013), resulting in 1,129
people killed and 2,515 injurddlam & Hossain2013 Butler,2013). The Rana Plaza tragedy
is considered by margbservers as the most lethal apparel industoydent in historyBBC
News 2013)=-¥t, according to the Clean Clothes Campaign, an Netherléad'seanti-
sweatshop advocacy groupwas preceded by more than 500 Bangladeshi apparel industry
workers having.died in factory fires since 2(8&jaj, 2012), not including the Tazreen Fashions
Ltd. factory.fire.on November 24, 2012, in Dhattee nation’s capital, where atl&t 117 people

were confirmedilled and over 200 injured (Ahmed, 2012).

The textiles anépparel industry holds an important plac&angladesis developing
economy (Rahim, 2016). This industsya majorsource of economic gwth and exports of

textile and apparejoods account for the primary source of the country’s foreign exchange

This is the author manuscript accepted for publication and has undergone full peer review but has
not been through the copyediting, typesetting, pagination and proofreading process, which may
lead to differences between this version and the Version of Record. Please cite this article as doi:
10.1111/basr.12153

This article is protected by copyright. All rights reserved


https://doi.org/10.1111/basr.12153�
https://doi.org/10.1111/basr.12153�
https://doi.org/10.1111/basr.12153�
mailto:thomashe@umflint.edu�

earnings (Perlot, 2008 Bangladesh ranksehind China as the world’s second latgapparel
exporter, with ready-made garments (RMGs) accounting for 80 percent of the country’s $24
billion in annual exports and 20 percent of the nation’s gross domestic product (&) (

Khan & Islam 2013; International Finance Corporati@0,14a). By 2013, approximately?4.

million people,— overwhelmingly women — were employed in the country’s $19 billion a year
textile and.app#& industry making up 45 percent of all industrial employees working in more
than 4,500factories (International Finance Corporation, 28lnet d., 2013; Paul &Quadir,
2013). Bangladesh factories supply approximately 60 percent of its textile and apparebgoods t
European markets, with the remaining 40 peregpbrted to tB U.S (Paul &uadir, 2013).
About 95 pereent of textile factories in Bangladesh are owned by local companies or families

with the remaining 5 percent being foreign-ownéextile Intelligence 2003).

The nternational furor generatéecbm the Rana Plaza tragedy has resultetién
establishment'of twmdustry organizations formed byuftinational enterprises, in this case
multinationalapparefretailersand manufacturers, whose purp@st constructively addresise
often lethal problem of employee safety in textile and apparel factories in Bangladeste The
two organizations the Alliance for Bangladesh Worker Safety and Accord on Fire and Building
Safety in Bangladesh are both focused on an induskeyel, noniarket strategapproach to
developing-and-implementirfgnancing mechanisms f@angladel’s apparel factoriesTheir
mutual end goals raisingfire safetyand building structural standards tapstateof-the-art code
for the overwhelmingly contractor-owned suppliers operating in the multinationakhppar
retailers global supply chaifAl-Mahmood, 2014). Alsohe twoindustry organizations have
developed different financingpproaches to remediatitiye apparel factorire and building
safey issue.

Insthispaper we address the issue of employee safety and the social resportsitfility
multinational appareietailers whacontractwith Bangladesimanufacturers in their ghal
supply chain. Botlthe Aliance forBangladesh Workeredety and the Accord on Fire and
BuildingsSafety in Bangladediave been identified dse twoprimary facilitators forglobal
apparel industrgfforts to actively address thegrioushuman rights issy¢hus, they have the
potential to help drive theuccess of the industry’s corporate citizenship eftorsiccessfully

manage théssueof fire and buitling safety in Bangladesh
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We furtherexplore theseelationshig within the context of theoncept of‘global
corporate citizenshig”and, in consideringthe recentdevelopments inapplied research on
business and human rightsgdeveloparationak for the limits ofa socialy responsible supply
chain, a challenge which remains undesearched ideveloping economies (Azmatka,
2013). In the.context ahe concept ofglobal corpoate citizenship, weescribe thexisting
state ofthese two industry organizationremediatioreffortsto ensure a stable supply chain in
Bangladeshand offer an analysis of existing industry nonmaskettegy These challengesre
industry-wide andvithin the realm of nonmarket strategy (i®ocial, poliical and regulatory in
nature) (Baron, 2013)We therefore focus on nonmarket strategies of multinational firms within
these value chains because of the nature of the fire and building safety challeedédxy faajor
global apparelbrands in Bangladeslastly, we recommen@ comprehensive set of moaket
strategies for multinationapparertetailers to considewhenaddressig their global corporate
citizenshipcommitmentgo a safeand humaneworking environment foBangladeslgarment

manufacturing employees.
Global Carpaorate Citizenship

The concept of “global corporate citizenship” is & 2&nturysocialconstruct which has
been developed as a result of the rapid globalization of commerce in the lattesdéthde2t
century. James E. Posirgues that global corporate citizensliie global business, is about
values Post, 2000: 8Post,2002: 144):

Global corporate citizenship is the process of identifying, analyzing, and
responding to the company’s social, political, and economic responsibilities
as defined through law and public policy, stakeholder expectations, and
voluntary acts flowing from corporate values and business strategies.
Corporate citizenship involves actual results (what corporations do) and the

processes through which they are achieved (how they o it).

Other scholars have initiated major research programs involving private sector
“citizenship” at the global level. For ample, Logsdon & Wood (2002: 171) have introduced
their concept of “global business citizenship”, which is built on a moral foundait@hmited
number of universal ethical principles (or “hypernorms”); a wide range of cudssal

variations, with some acceptable and others not; and a “moral free space” in which norms and
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applications are yet to be develop&a¢ alsoPieset al, 2010; Wood, Logsdon, Lewellyn &
Davenport2006). MoreoverThompson (2005) anidogsdon & Wood (2005) further
developed the concept of global corporate citizenship building on a theoretical foanlat
voluntary self-regulation regimes, specifically corporate codes of conBatim (2016)
extended this.concepy referring to the “new governance” approach to laws ashaeies
sociological conditions to business regulations. if@etusbehind Rahim’s approach is to
empower stakeholders to play a role in shaping policies affecting regulatiom®irivolved in
the supply‘chain (e.qg., including legal assurances for bounty hunters’ rights and lawsdb prot

whistle blowers.

Likewise, Craneet al. (2008: 171) addresd global corporate citizenship through their
analytic prismconsisting of four major perspectives of “cosmopolitan citizenship’
(“cosmopalitanism” is defined as “beyond the narrow confines of one nstiad&to embrace the
world or cosmos”), which includgflegal cosmopolitanism”, “political cosmopolitanism”,
“transnational"communities’, and “pesationalism”. According to Cranet al. (2008: 171), a
major reason “for the rise and enforcement of cultural notions of citizenship is, in fact, that

traditional reference frames for citizenshigve been eroded by dlalization.”

FurtherKlaus Schwab(2008: 108), founder and executive chairman of the World
Economic Forum, an international economic organization of government, business and non-
governmental organizations — including 1,000 of the world’s top global enterprises — added to

Post’s (2000).definition of global corporate citizenship by stating:

ItTglobal corporate citizenship] expresses ttonviction that companies not
only must be engaged with their stakeholders but are themselves
stakeholders alongsi@mvernments and civil society. ... Because global
citizenship is in a corporation’s enlightened setérest, it is sustainable.
Addressing global issues can be good for both the corporation and for

society at a time of increasing globalization and diminishing state influence.

Concerted industrgffortsat goerationalizing the concept of global corporate citizenship
occurred early in the new millennium. In January 2002, the World Economic Forum gnisate
ongoing “Corporate Global Citizen Initiative” with the issuance of the joint statement (“Global
Corporate Citizenship: The Leadership Chajkefor CEOs and Boards”) aftask force of over
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40 World Economic Forum CEOs in partnership with the Prince of Wales InmrabBusiness
Leaders Forum. In this statemenEramework for Actiorwas endorsednhich includes three
major business practice principlesguidemultinationalenterprisegWorld Economic Forum,
2002: 2):
e First.and foremost, our companies’ commitment to being global corporate citizens is
about the way we run our own businesses.
e Second, our relationships with key stakeholders are fundamental to our success inside
and outside our companies.
e Third, ultimate leadership for corporate citizenship rests with us as chief

executives, chairman and board directors.

With™global corporate citizenship” anchored in the mission of the World Ecoromic
Forum, Oleszcuk (2013 notes that an increasing number of “tech giants like HP or Xerox,
financial corperations like Morgan Stanley, an increasing number of global@mpanies
have their-ewn.corporate global citizenship programs. In the U.S., Corporate
Responsibility Magazine has been compiling a ranking of the “100 Best Corporate
Citizens” for 18 years, with the most recent study released in 2017 (Strauss, 217
Moreover,"Beston College’s Center for Corporate Citizenship releasl its “2017 State of
CorporateCitizenship” study (the first such study was undertakerin 2003) (Smith, 2017).
According to Katherine V. Smith (2017), executive director of the Center for Corporate
Citizenshipy,“[o]ver the past 14 years, we've seen executives come to fully appreciate the
vital role that corporate citizenship plays in achieving key businessogls.”

Based"on theistudyof severahundreds of corporations, Mirvins & Googins (20880
sed500gins, Mirvis & Rochlin, 2007; Mirvis & Googins, 2009)have proposed a fivetage
model describing the organizational evolution of corporateetisikip for dirm (See Table I:
The Stage-of.Corporate Citizenship This corporate citizenshimodel consists of seven
identifiabledimensions, includingdefinition and actions making up of corporate citizenship;
strategic.intent (purpose and intended achievements); degree of leadershify suppor
organizationahstructure of the corporate citizenship function; issumgement response; level
of stakeholder engagement; and public performance transpatency.

Moreover the“Stages of Corporate Citizenship” model consists of the follovinrey

stagesf managerial philosophic evolutinBtage 1Elementaryis characterized &®pisodic”
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and suclcorporate citizenshigprograms are “underdeveloped”; Stag&Rgagedis where
executive management “wakes up” and embraces “a new outlook on their company’s role in
society”; Stage 3nnovative is wheremanagement deepens its corporate citizenstepdagas

top managementassumes more of a stewardship role”; Stagetégrated involvesan attempt
“to integrate.citizenship from tefm-bottom and throughout its businesses”; and Stage 5,
Transformativethe ultimate stage, is concerngith the “straegic intent” of managemefio
create new'markets by fusing their citizenship and business agenda.”

Companies embracirte corporate citizenship concept engage in increasingly complex
and sophisticated patterns of organizational activity as they progress througtagaatt he
model. The glebal corporate citizen concept has emerged as the®2¥entury approachto
social responsibilityembraced byexecutives ofmultinational enterprises, and by such peak
industry -oriented organizationssuchas the World Economic Forum. Consequently, this
model is uskil for framing a publidssue specifically as to the global impact of company or

industry policieson their stakeholderancluding within the socially responsible supply chain.

Table |
The Stages of Corporate Citizenship

Citizenm Jobs, Profits ~ Philanthropy, Stakeholder  Sustainability Change the
Content and Taxes  Environmental Management or Triple Game

Protection Bottom Line
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Legal License to Business Case Value Market
Compliance Operate Proposition Creation or
Social Change
Lip Service, Supporter, in  Steward, On  Champion, in Visionary,
ut of Touch the Loop Top of It Front of It Ahead of the
Pack
arginal: Staff Functional Cross Organizational ~ Mainstream
Driven Ownership Functional Alignment Business
Coordination Driven
Defensive Reactive Responsive Pro-Active, Defining
Policies Programs Systems
Unilateral Interactive Mutual Partnership Multi-
Influence Organization
Alliances
Flank Public Public Assurance  Full Disclosure
Protection Relations Reporting
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Legend: Mirvins & Googins (2006: p. 108).

Socially Responsible Approaches to Supply Chain Management

The social aspects of unsafe working conditions in the global supply chain is something
thatwasgrossly overlooked in the most recent tragedies in the Bangladesh apparel industry.
Supply chain managementesearchers have in recent years offered novel approaches to

addressingthe issues affectingsocially responsible global supply chain.

Supply-chain scholars Wieland & Handfield (2013: 2&8ommendda simple solution:
avoid sourcing countries or regions with low social standards. Howbegralsooffered“a
more balanced approach to supply chain thinking”, one which includes not only consideration of
labor costs,bulso ensurethe followingsocially responsible business practices: 1) estahlish
foundation of reliable and unbiased supplier/product auditf@)visibility /transparencynto
supply chain'events supported by mobile technology; and 3) create an environment of
collaboration with the community, companies in the same industry, and localsitiegeio

drive educationsand change in the ecosystem. According tanyi& Handfield (2013: 24):

... executives can no longer afford to relegat&{&rporate social responsibility] to the
realm.of happy smiling faces and pictures of green fooestheir corporate websites.
Instead, a socially responsible slypghain strategy needs to be established by any
organization doing business in these areas of the wdHuk requiresiew targets and a

different.view on governan¢emphasis added]

In their study, supply chain scholarsPagell,et al. (2014) employed an exploratory
approach using:qualitative methods applied to a sample of 10 case studies across nine
company-manufacturingand distribution facilities representing multiple industries
(although'netapparel manufacturing)in Ontario, Canada. The authors found that it is
possible for companies to develop joint management systems that simultaneously measure,
control, and improve both safety for their employees and manufacturing and distribution
operations. However, this outcome is predicate@dn an organizational culture that is
committed to a safe working environment, is disciplined in its implementation, and has an
accident prevention focus. Moreover, it also requires that the managers responsible for
direct work performance are also responsible and held accountable for working safely.

While there are issues of generalizability to less developed economies gtabal supply
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chains, Pagellget al. (2014) show in their research that it is possible to create business model

that combines safe ad productive manufacturing and distribution workplaces.

Haque &Azmur (2015) recently identified contemporary issues (including occupational
health and.safety, fair pay, legal aspects, social welfarefiferkalance, labor rights, the
environmentgender issues, and fair tragesociated witiCarroll’s (1991)corporate social
responsibility (CSRpyramid (incorporatingconomic legal, ethical, and discretionary
responsibilitiesandinvestigatedhe“ready made garmen({RMG) industry in Bangladesh. In
their study,supply chain scholarsHaque & Azmur (2015) found that RMG manufacturers in
Bangladesh:have adopted business methagsdn cost-cuttingpracticeswhich areat least
partly attributable tohe ewer expanding phenomenonexdfonomicglobalization, and pose major,
if not insurmountable, challenges to implementing CSR practices in the mammiggtortion of

the global supply chain.

Haque & Azmur (2015)lsoarguea that, although the RMG industiyy primarily driven
by the requirements of international buyers, although the industry operates in developing
countries (such as Bangladesing has multiple stakeholdens¢luding manufacturing owners,
the major. apparel brands, apparel manufactiemgbyees, the public sector, non-governmental
organizations?(NGOsInd civil society Thisbusines®perating environment has resulted in a
systematic neglect of other major stakeholders, such aatimeqgt workers, the community
wherethe manufacturers opeand the natural environmentiowever, the literature has
largely ignored the practical interaction between global corporate citizenship and multinational
enerprise'nonmarket strategy (Mellaét al, 2016), particulayl with regard to the socially

responsibl@lobal supply chain.

Most recently, supply chain scholars Montaboret al., (2016) challenged the existing
research and-practice underpinning sustainable supply chain managemeover the last 30
years(e.gyGao &Bansal, 2013) This instrumental logic of the last 30 yearsunderpinning
both research and practicenas had supply chairmanagers placing their financial interests
ahead of envirenmental and social responsibilitiesThe authors view this instrumental
logic as having two significant flaws. First, this logic is bdavard looking, in that it studies
existing unsustainable supply chains to determine what they are doing to become less

unsustainable i.e., by incorporating appropriate responses to social and emonmental

This article is protected by copyright. All rights reserved



MULTINATIONAL ENTERPRISES, EMPLOYEE SAFEY

issues. Second, while sustainable supply chain research is presumed to be focused on the
entire chain and all its stakeholders, the reality is that it is usually conducted frorthe
perspective of afocal firm. In response to these perceived deficits, Montabaa al., (2016)
present their Ecologically Dominant logic approach in their study, which they argue is
explicit in itsspriorities when confronted by trade-offs in operations management. This
Economically Dominant logig what the authors describe as a “nested hierarchy’is
purposéd ‘at'ereating a truly sustainable supply chaironsisting of multiple firms and not
simply at reducing the harm from a singlefocal company. In summary, this prescriptive
logic prioritizes 'environment and social issuebefore economic (financial) issues, and when
trade-offs @ceur, the priority for management is to protect the environment first, then
sockty, and‘lastly company profits, and can help future generations of supply chain
managers to work with their stakeholders to create a futureoriented, sustainable supply

chain in global commerce.
The World"Economic Forum and theSocially Responsible Global Supply Chain

In 2011, the World Economic Forum (*“WEF”) (2011), an international economic
organization consistingof government, business ah non-governmental stakeholders,
taskedits’ Glebal Agenda Council on Logistics & Supply Chain Systemto begin work on
a Supply Chain & Transport Risk Initiative (“Initiative”) asan integral component of its
global issues agenda. In 2013, the WEF (201&Jeased the Initiative’'s second phase, which
defines priorities and clarifies specific actions to achieve greater unified supply chain
resilience'inan.often politically unstable globalbusinessenvironment. In 2014, there-
named Global"Agenda Council on the Future of Logistics and Supply Chairlszgana two-
year (2014-16)programfocusing on the crucial relationship between major global
purchasers and their local supplies andrespectivegovernments. Also in 2014, the WEF
(2014)noted in its “White Paper on Business Sustainability” that:

... todayy global retailers and manufacturers have a responsibility not only to thei

shareholders but also for the working conditions andhe environmental practices

that occur throughout the entire supply chain. They have a duty to ensure that they
are fully aware of their suppliers’ environmental practices and working conditions,

and take steps to comply with a globally acceptable standh

This article is protected by copyright. All rights reserved



MULTINATIONAL ENTERPRISES, EMPLOYEE SAFEY

In line withthe research results Wfieland &Handfield (2013) and Haque Bzmat
(2015), the World Economic Forum (2015 recently addressed thesigof global supply
chains in itgeport identifing a new type ofsociallyresponsible supply chain”, one built on
two key drivers: business strategy and the level of supply chain maturity. The rgped that
companies.which strive for cost leadership strategy tend to be more hesitant edmestto
social responsibilityn their supply chains, as compared to those following a product
differentiation’strategyContrarily, @mpanies with the characteristics ahature supply chain
facilitate the'implementation of sustainability programs andcessfullymanage the
complexities involved.Further, there are four core sustainability strategies that fifeersupply
chain investment portfolio on the environment and society: complidmmeen/risk mitigation
(by adhering te'laws and external standain@s translate into the lowest sustainability standard);
efficiency-drivenstrategiegfocusing on cost effiency and process optimizatiotggitimating
strategiegcreating credibility through external presentation of soatility to create
credibility);;and holistic approaches (sustainability is integrated in all facets of the business and

overall perfermance).

TheWorld Economic Forum (2015¢portfurtherargueshat industry participants, both
those that aréseost leaders and differentiat@ge evolved from compliance-driven to more
holistic,/highssustainabilitiitriple advantage(or “triple bottom line”of people, planet and
profit) strategies that a a strong stakeholder focu€f the 31 proven business practices
providing guidance for companies looking to codify their own specific portfolio of “triple
advantage” improvement policigie 31 such proven supply chain business pradtias
particular interest: enforce high environment, health, and safety standards on the operational
level (World Economic Forum, 2015: 15).

The Center for Business and Human Right$2015),at New York University’s
(NYU) Stern School of Business, recently developed a new conceptoaidel called “shared
responsibility”#o appropriately deal with “how to ensure that jobs at the farthest ends of
the supply.chain are safe and dignified?” The key componentd this model include:
e Tacklethe most difficult areas of business and policy at the root of poor working
conditions. In Bangladesh, these inelde: the“ clos€ relationship between business

and government; the trade association rolén regulating their members; no existing
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ministry of garments; clarifying property rights and gaining access taisable land

for manufacturing purposes acquiring funding for major infrastructure upgrades

in electrical powergenerationand transportation; high loan interest ratesfor

capital investment limits on businessaccess to capital; legitimizing the role of small

and_mediumsized, subcontracting factoriesin the public policy processsetting

and.enfercing safety standards andemployeeworking conditions in small and
medium=sized factories; and shutting down and relocatindactories in high-risk
areas:.

e Establish a process to develop a roadmap with recommendations. A taskforce should
be establishedvith working groups dedicatedto each of the most urgent challenges
for fire and building safety in Bangladesh, including local and inérnational experts
responsible fordeveloping recommendations for practical agbns within a set
period of time (i.e., less than a year).

e Putapricetag on the recommendations and develop a formula for shared
responsibility for payingit. The task force should calculatéts recommendations’
financial costsand identify a total financial costfor a safe and sustainable garment
sector.. The task force should propose a formula, based on export volumes and other
related factors, to share thesénancial costs among local manufacturers,
international buyers, development agencies, plainthropic organizations, the
government of Banglagsh, and governments from importingcountries.

e Develop'metricsto allow consumersto reward brands with sustainable supply chains.
Recognized NGOs, such as Consumers Union and the Fair Labor Association
shauld be charged withdevelogng indicators to assistconsumersin making
infermed,decisions about where they shouldhop for their clothes.

Thissshared responsibility model was formally introduced and discussdd the
Global Agenda‘’Council on Human Righs at the October 2015 WEF meetindneld in Dubai.
Following.this meeting, the Global Agenda Council on Human Rights released a White
Paper, A NewRParadigm: Shared Responsibility in Supply Chains, in November (World
Economic Forum, 2015b).This paper outlines a proposal on a new “shared responsibility”
paradigm that addresses human rights issudn the context ofsharedinstitutional

responsibility in global supply chain operations. This proposed “shared responsibility”
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paradigm (based on theabovemodel developed by NYU’s Center for Business and Human
Rights) contains the followingfour essential elements that must be embracdd ensurethe
model’s “real world” succesgWorld Economic Forum, 2015b: 3):

1) Adopting industry -wide, systemic appraches that involve key public and
private stakeholders.

2) Gaining visibility of the full scope and complexity of human rights challenges in
each'industry’s entire supply chain, and delinking visibility from financial
responsibility.

3) |Assessing the real costs and commitments requires addressing the most serious
risksyand problems, recognizing that neither companies nor governments alone
canunderwrite all these costs.

4) Generating cooperative approaches based on an equitable sharing of
responsibility for action among the key stakeholders.

The, purpose of the White Paper “is to stimulate consideration of a new approach to

understandingshuman rights issues across global supply chains, more fully expanding the
benefits of'globalization to workers and communities iproducing countries, and the

advantages.and feasibility of the shared responsibility modef”

The:socially responsible global supply chain models proposed by Wieland and Handfield
(2013) Pacell, et al., (2014), Haque & Azmur (2015)the World Economi¢orum (201%;
2015b) and"Montabon et al., (2016),reflect andadvocate advanced Stage 3 (“Innovative”) and
Stage 4 (‘fIntegrative”) of thMlirvis & Googins (2006) corporate citizenship model, focusing on
stakeholder relationshipsdustrysustainabilityinitiatives, and the “triple bottom liigand
which the ‘authors believe has the explanatory power to assist in developing a set of
practicakrecommendations to address this important issue of multinational enterprises and
their socially responsible supplychains. Haque & Azmat (2015: 15) note how the agendas of
social responsibility have extended to include their supply chains, and thatlggManitations
of the state in developing countries (such as Bangladesh), that these least g celopiry
circumstances highlight the important role of NGOs to wonaaters with the national
government and other international organizations, such as international develogpenerds

andbusinesses to assist domesjiparel manufacturers in being sociadgponsible businesses.
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Thus,we next evaluatehis phenomenon by examinitige case of the Accord on Fire
and Building Safety in Bangladesh afiance for Bangladesh Worker Safagmediation and
funding mechanismsyhich highlight the interaction between global corporate cishey
business and human rights, andnultinational enterprise nonmarket strategy in relation to the
socially respensible supply chain.otB of these examples of industigd, NGOnonmarket
proposalseflectHaque & Azmat's (2015)researcHindings ofthe necessity of international
partner‘businesses assisting otharsinessésin becominggood corporate citizens. &Will
argue, howevethat thesgroposalsre locatedn Stage 5 of the Mirvis and Googins (2006)
corporatecitizenship model, reflectitrgnsformative nonmarket strategtbat have the
potential ta‘change the gamebr the multinationalpparel retailers and theglationships with

sub-contraetors in developing ecomies—such as Bangladesh
Financing_Fire.and Building SafetyRemediation

The tragedies of the Rana Plaza building collapse in 2013, and the Tazreen factory fire i
2012, resulted. in four major business, labor and public policy initiatives being formed and
implemented to address fire and building safety issues in the Bangladesh’s RMi@/inQums
July 8, 2038, representatives of the People’s Republic of Bangladesh, the European Union, and
the Internatienal Labour Organization, met in Geneva, Switzerland, and signeaah(&ter
joined by the United States) called ®estainability Compact for Continuous Improvements in
Labour Rights and Factory Safety in the Redhde Garment and Knitwear Industry in
Bangladeslfor.Sustainability Compact) (Research Initiative for Social Equity in Society, 2013;
U.S. Department of Labor, 2013) which covers respect for labor rights, factorny, saiet
responsible"business practicesstgkeholders (Research Initiative for Social Equity in Society,
2013).

Thereafter, on July 25, 2013, the Government of Bangladesh and representatives of the
Bangladesh-employers’ and labor organizations signed an integrated “Nationgtit€riplan of
Action onsFire Safety and Structural Integrity in the Relthde Garment Sector in
Bangladesh™ (Government of the People’s Republic of Bangladesh, 2018 International
Labour Organization was requested to assist in the implementation and coondf &itie
National Tripartite Plan of Actiofalso known as the “National Action Plangnd subsequently

developed a threand-a-half year, $27.8 million program funded by Canada, the Netherlands,
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and the United Kingdom on “Improving Working Conditions in ReadyMade Garment
Sector” Bangladesh Garment Manufacturers and Exporters Association, lB@rhatonal

Labour Organization, 20}.3

Thé.signing of the Sustainability Compact and the National Tripartite PlaniohAct
coincided with'the creation of twaultinationalapparel retail industry organizatiorise Accord
on Fire and Building Safety in Bangladdsiso AFBSB or “the Accord”and the Alliance for
Bangladesh Worker Safesglso ABWS or “the Alliance”) On May 15, 2013, the AFBSB, a
five-year, l@ally binding agreement, was signed by an initial group of 72 largely European
Union country-apparel companies (The Economist, 2013; Bangladesh Accord Foundation, 2014),
with a subsegquent implementation plan in June 2013 incorporating the Bangladesh Accord
Foundation.in the Netherlands (Bangladesh Accord Secretariat, 2015). The currentshgmber
includes more than 220 globegbparebrands and retailerscluding Adidas, Benetton, and
Puma (Bangladeshccord Secretariat, 2017b), from over 20 countries in Europe, North
America, Asia‘and Australia, and two global trade unions (IndustriALLLAYIdGlobal). The
purpose of the Accord is to make IRMG sector employees in Bangladesh safe from fires,
building_collapses and other accidents that couldrbeented with reasonable safety and health

measures (Bangladesh Accord Secretariat, 2015).

On July 10, 2013, the ABWS was founded by a group of 17 North American apparel
companies and retail chains joining together to develop the “Worker Safety laitiailegally
binding, measurable, verifiable and transparent five-year plan with the purpoge @fimg
safety in Bangladesh’s RMG factoriedl{ance for Bangladesh Worker Safety, 201%ag
Economist;2018 The ABWS membership represents the vasoritgjof North American
importsof RMGs from Bangladesh, manufactured at more than 580 factories¢Alfor
Bangladesh Worker Safety, 2015b). The Accord and the Alliance, along with the National
Action Plan, have agreed to use a common standasady and firecertification (International

Finance Corperation, 201j4a

As of April 2017, he Accord inspectenhore than 1,80€actorie$, where over 100,000
safety issuewere identified and finalized 1,47Zorrective Action Plans with factories and
company signatories (Bangladestcord Secretaria01&,2017%). As of September 2016, the
Alliance has inspected 7%8ember factorieand finalized 40 Corrective Action Plans (including
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those shared and executed under agreement with the A¢abralice forBangladesh Worker
Safety, 2016).The Alliance earliereported that it would take $150 million to repair safety
issues found asrasult of its inspections (Alliance for Bangladesh Worker Safety, 2014;
Donaldson, 2014). 183 factories, safety issues weserious enough that both the Accord and
Alliance recemmended that manufacturing operations be suspended because of thesk#dety ri

employees (Labowitz, 2014).

Reecent research conducted by NYU'’s Stern Center for Business and Human Rights
offers a portrait,of slow and scattered progress by both the Accord and Alliance
organizations« Four years after the Rana Plaza tragedy, the Center reports that iyn79
factories (out of some 2,256 factories) have successfully cont@tetheir remediation
process— or.a completion rate of only 3.5 percent (Rubin, 2017). Both the Accord and
Alliance initiatives have yet to remediate approximately onguarter of factory safety issues
that have peen‘identified. In addition, there are many factories which have fallen
considerably“behind their prescribed timeframes of ameliorating these fire and safetyde
violations (including 94 percent of Accordaffiliated factories). Moreover, the Accord has
yet to address more than twethirds of structure issues identified, while the Alliance has yet
to address some twdifths of those structural issues it has idetified in their member

affiliated factories.

Onglanuary 1, 2015, the Alliance announced its gmeroval policy” requiring that all
new factories,be registered, inspected and evaluated to be in compliance with key launitHi
fire safety standards established by the Alliance before its members will source with them
(Alliance forBangladesh Worker Safety, 20153&)r its partthe Bangladesh Garment
Manufacturerstanixporters Association estimaltéhat around 1,000 apparel factories rezed
to be relocated from Dhaka in order to ensure workplace safety and environme e ooen
(Donaldson, 2014).

In.2013, Alliance members agreed to provide grants of $42 million and $100 million in
low-interest loans to upgrade factories (The Economidt3)20Jnder the Accord, its signatory
members are responsible for ensuring that sufficient funds are available for its subcontractors to
pay for structural repairs or factory renovations, including negotiating comiterams with

suppliers that will enge the feasibility for factories to maintain safe workplaces and comply
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with structural repairs or safety improvemerBaiigladesticcord Foundation, 2014: 6). Where
appropriate, such structural repairs and safety improvements are to be financed tinbugh |
investments, loans, and accessing donor or government supaongiddesiiccord Foundation,
2014 6).

In 2014, be Internabnal Finance Corporation (IFC), a member of the World Bank
Group,established a special lotgrm funding program of up to $50 million, afwt a period of
five yearsiocal partner banks to be used for efforts to strengthen structural, eleetnid fire
safety in the RMG sector in Bangladdstternational Finance Corporation, 2019he kanks
are expected.to leverage igp$100 million in loans for remediation in Bangladesh’s garment
industry, with nearly 500,000 workers are expected to benefit from IFC’s program by 2020
(International Finance Corporation, 2015). Previously, the VF Corporation, a menther of
Alliance,was granted up to $10 millian a credit linefrom the IFCand BRAC Banko help its
Bangladesh™stppliers to finance fire and building safety upgrades in their stgupbees
(Interndgional"Finance Corporation, 2015). Also, DBL Group received an IFC long-term loan of
$10.5 million and a matching amount mobilized from FMO to finance supplier firey safet
building safety upgrades (International Finance Corporation, 2@48)ough the IFC program
had not beeneperationalized with Accord signatotiese is expressed interest from members

of the Accordsin considering the IFC loan program (Al-Mahmoud, 2014).

The Alliance and Accord differ in two important areas of financial support toisuppl
factory employees. Under the Accord agreement, membelegatly committed to ensure that
sufficient funds'are available for safety remediation; Alliance members, howeuertarily
commit togprovide funding for their subcontractors to complete safety remedigpiainsrin
their factories(Oxfam, 2013). Moreover, the Alliance has set aside up to $snuollsupport
displaced'workers when factories are shut down due to failing safety inspections, with
approximately 1,000 apparel workers compensated for up to four months (Alliance for
Bangladesh Weorker $zty, 2014). Also, as of September 2016, 6,676 displaapdarel workers
received'such wage compensation from the Alliance (Alliance for Bangladesh VZBaiflegy,
2016). Contrarily, the Accord believes that it is the responsibility of factory ownergytoheir
employees when operations cease due to a failed safety inspectidaliAloud, 2014). Table

Il below highlights these initiatives, partners involved, their purpose and sourceslioigf
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Table Il

Financing Fire and Building Safety Remediation

: Respect For Labor Rights 2013 Government of  Addressing Fire European
Su.s.talnab Factory Health and Safety Bangladesh, and Building Union,
ity and'Responsible Busines European Union,  Safety Issues International
Compact Conduct International Labour
Labour Organization,
Organization, and and the United
the United States States
Government Government
National Assessment of Structural 2013 Government of Improving Canada, the
Tripartite' Integrity and Fire Safety Bangladesh, Working Netherlands,
Action of'Buildings; Employee Bangladesh Conditions in  and the United
Plan Management Training; employers’ and the RMG Kingdom
and Rehabilitation of labor Sector**
Disabled Employees organizations, and
the International
Labour
Organizaion
[
|
Alliance Worker Safety 2013 26 Member Improving A Consortium
for Companies*, and Safety in RMG of Companies
Banglade Supporting Factories and Industry
sh ‘ Industry (including Associations
Worker Associations, the coordinated
Safety American Apparel inspections of
(ABWS) & Footwear factories)

Association, and
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the National Retalil

Federation

*Including Gap Inc., Target Corporation, and Wihrt Stores Inc.

*RMG = Readymade garment.

The Socially Responsibl&lobal Supply Chain— or Not?

The-Allianceis a “five-year independent legally binding agreement between apparel
brands andretailer and trade unions designed to build a safe and healthy Bangladesh Ready
Made Garment (RMG) Industry (Bangladesh Accord Secretariat, 200/®r&over, the Accord
is “a commitment by signatory companies to ensure sufficient funds are available for
remediation/(Bangladesh Accord Secretariat, 2019jith this in mind, he Allianceis a“five
year initiative [that] has one core mission: to dramatically improve workplace safety in
Bangladesh’s garment factories (Alliance for Bangladesh Worker Safety, 201As a
requirement of the Alliance Member Agreement, which includes a “commitment of substantial
financial reseurces” to help fund factory safety remediatiever®l members of the Alliance
“have committed to providing a combined total of more than $100 million to their respect
supply chains to fund nesgary improvements (Alliance f@angladesh Workeredety, 2014
12).”

Labowitz and BaumanRauly (205), of the Center for Business and Human Rights at
New YorkiUniversity’s Stern School of Business, building on an earlier study (liaband
BaumannrPaui,(2014),estimated that the total base of factories and facilities manufacturing for
the export'garment sector in Bangladesh, a9 and 5.1 million garment workers involved in
the production of apparel for exports — far more ti@vious estimates d@f000 to 4,500
factories— with some 2.8 million garment workers not covered under the Accord or Alliance
agreenents’ According to Ahsan H. Mansur, executive director of the Policy Research Institute
of Bangladesh, it is estimated to cost approximately $3 billion to repair safety &tiddoui
structural preblems) Bangladesland relocate thesaanufacturing facilities (Donaldson, 2014).
Labowitz (2014) estimatetthat there ar&,800 subcontractor faaries working for Accord and
Alliance members, leavingearly5,400 such factories and facilities not covered by either of
theseindustryalliances. Utilizing the Alliance estimate ah average cost of $250,000 per
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factory to pay for fire and buildingafety repairghese 1,800 apparel factories dadilities will

cost$450 millionto successfully remediate

A more recent study conducted by the International Finance Corporation and the
Internatienal.labour Organization, wasreleased in June 201@&nd assessed the current
progressin Bangladeshmade by the Accord,the Alliance and the National Tripartite Plan
of Action on"Fire"Safety and Structural Integrity in the Garment Sector of Bangladesh
(Wadhway2017) Based on these industry reports, the study estimated that the total cost to
remediate garment factories in Bangladesh would bapproximately $635 million.*° The
study also‘estimated that, after factoring in various existing financing options and funds,
the total remaining cost of remediating the Bangladesh apparel industry is $448 millices
of June 2016.

ThisAccord and Alliancdinancingcommitmentaccounts foepproximately25 percent
of all expart garment factories in Bangladetie other75 percent of export garment
manufacturers have no source of financing for potesditdty repairs identifiedMoreover, the
cost of safety. rentkation for these export appamahrufacturers is estimatddsing the Alliance
estimate 0f $250,000 in remediation costs per fact@)l.8billion, or 60 percendf the $3

billion estimateof the Policy Reseaah Institute of Bangladesh.

From the perspective of the “Stages of Corporate Citizenship” (see Table 1), both the
Accord andithe,Alliance reflectStage 5 “transforming” dimension of the “citizenship concept.”
Both industry organizations are attempting to “change the game” by not only assessingyhe safe
issues of their'subcontractor’s factory environments, but committing to ensunesatherig
needed to remediate these safety issues. This is an unprecedented actiaxibymeajor
consumerppareretailersin North America and Europe. On the dimension of “strategic intent”,
the creationsefithe Accord and Alliance is an explicit attempt to engender “social change” in
Bangladeshgfocusing in on thederemphasized ax®f employee safety in an industry which
undergirdsBangladests future economic development. From the perspective of the dimension
of “leadership®yboth organizationsfforts can be characterized as “visionary” and “ahead of the
pack”, offering apotential generianstitutional role model for other industries addressing similar

supply chainssuedn economicallydeveloping countries.
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The dimension of “structure” reflects “business driven” motivations by major retailers to
manage citizenship respsibilities tirough industry organizations with geographic memberships
reflecting differences in ideological perspectives. This “issues management” approach is both
“distinctive” and, “defining”, representing a focused, industry level solution to a pnolvléch
is national in.scopeThe “stakeholder” dimension is fully interactively engagetyrboth the
Accord and.the Alliance memberships. Both organizations have actively involved all
stakeholders'concerned witdrctory safetyssues, emphasizingt@o-way dialogueon relevant
issues. The"Accord and Alliance efforts to be “transparent” with their polit¢ées and
performance resultgre found on their respectiVéebsites, which make all their documents

readily available and downldable tointerested stakeholders.

One financing optioor Accord and Alliancenembers to considesindrecommendd
by Motokao Aizawara(2015), managing director USA for the Institute for Human Rights and
Businessis'the“ssuance of “social impact borider SIB). A SIB, or “payfor-success”
contract with'the pubdi sector or some other purchasroh as foundations)s a commitment to
pay the bandholder only whermarticularimproved social outcome produces public savings
(Social Impact Investment Taskforce, 2014: 14). There are now over 20 SIBS beinggrepar
globally covering such social issues as child and family welfare (Canatfapghschool drop
outswith-empleyment opportunities (Germany), gadenile justice (Massachusetts, USA), to
namea fewsuchissuegSocial Im@actinvestment Task Force, 2014: 1#8dvocates of SIB
arguethat 'governments can reduce the cost of failure and encourage greater creativity and
innovation insocial service outcome performarimpeutilizing thismarketoriented financing

mechanisn{Social Impact Investment Task For@914 14).

Aizawara (2015%alls for new innovative financing instrumesto address social
problems that are “neither exclusively public nor private”, and are beyond thetgapdnz
solved exclusively by the public sector and the social seaipin-the case of the Bangladesh
apparel manufacturing industnthe multinational apparel brands themselvas Aizawara
(2015) notes:

The way forward for Bangladesh building and fire safety is to come up with an
innovative structure involving public actors (e.g., the brands, service delivery or

implementation organizations) with help from development finance experts and an
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intermediary organization. Naturally, the Accord and the Alliance membepaiaes
will be expected to demonstrate their accountability and commitment by myasthe
bond.

ImpIicatMGlobal Businessand SocialPolicy

In opment of nonmarket strategies by industry coalitions, such as the Accord
and Alliance;‘pesitioning spacesheed to belearlyidentified. Baron (201341) identifies

three intew spaces: public sentiment, political-(feaking and rule-making), and legal
(enforcement of existing laws and regulation). In the case of fire and buslaliety in

Banglades rel factories, the responsibilities of the Accord and Alliance members are
neither di litical nor legal. Positioning in the space of public sentiment, which is
“determin he diverse interests, viewpoints, and prefeseof individuals in a society”
(Baron, Zm), is exactly what the multinational apparel industry has been confronted by i

the publicg response to these tragedies.

Thmrd and Alliaceagreements reflectormative commitment® re-establish a
favorable reputatiotihrough responsible actions and dstent behavior thagnsures a
safe wor vironment for their Bangladesh subcontractors’ empldyi@esositioning in
the sp lisentiment is emblematic of MMEembracing globalorporate citizenship.

Figure 1 below offers policy options concerning strategic positioning in the spagbliof p

sentimentL

Autho

Figure |

Prescriptive Nonmarket Strategies
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-
The. issues emerginfrom the first fouryearsof the implementation of the Accord and
Alliance omtioragreements are challenging, but not insurmountable. Recognizing these

challengest ccessful implementation of tlaggeements, the following nonmarket spes

are pre policy optiorisr Accord andAlliance memberso consider:

Accord iance Merger. For the purposes of establishing a unified, ltgrga commitment

to ensuring industryvide fire and building safety remediation in its subcontractor factories and
facilities, Mord and Alliance membenrzhishould consider merging their indusfforts

under on@establishedrganization post-2018 to present a unified approach to maintaining
safety stan stakeholder involvement, accountabilityensparency in operations, and

financial ortnstruments

EnforceMdustry Safety Standardehe existing fire and building safety regulationsha
Banglades@nent industyeinadequate and emforced. Enforcementf industrywide fire
and buildin ty standards, involving active stakeholder involvemssd; to be an ongoing
industr gulation effort, in collaboration with the Bangladesh governnasrdn integral
part of a sustainable global supply chain Furthermore, voluntary enforcement by a third-
party, independent auditor should be requirethieymultinational retail and apparel

manufacturing corporations being supplied by the Bangladesh RMG sector.
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Liability Limitations. Helping develop and enforsafety standards, as well as making
reasonable accommodations for providing financptions to subcontractoris,a major

corporate citizenship responsibiliyhich is voluntarily undertaken by majorpgrel brands and
retailers. Howevelt should be clearly understood that the legal responsibility for maintaining
fire and building safety is the responsibility of the factory owners and the Barglades

government.

Terminating Subcontractor Relationshipg8ased on @ establishedystem of safety remediation
and third-party,audits, major apparel brands and retailers sbstaldlish a angparent, “due
process” forsubcontractoréand other stakeholderslearly statinghatif such standards are not

maintained, that termination as apparesubcontractor will result.

Identifying a Third-Party Auditor While the inclusion of industry and stakeholder developed
fire and building safety standards in Bangladesh government regulationsegssary
requirement, the reality of corruption in Bangladesh cannot be ignored. According to

Transparency. Internatial (2016, its' “Corruption Perceptions Index” (CPI) for 2016 ranks
Bangladesh at 145 among 176 rankings for countries globally, with a CPI score of 26 out of 100.
Given itslong standing issues with bribery and corruption, a-garty auditor is necessary for

the maintenance of fire and building safety standards among subcontractors.

The Fair Labor AssociatiofiFLA), a multi-stakeholder initiative, was established in 1999 to
address laberelated issues among subcontractor apparel manufacturers in developing countries,
is an appropriate independent, third-party auditor for enforcing fire and buildirtg stfiedards

for establishing sustainable global supply chainsUnder its “Workplace Code of Conduct”

(Fair Labar Association, 2011), the FLA explicitly addresses “Health, \bafet Environment”
issuesand since 2013 has initiated “FLA’s Fire Safety Initiatiebarged with “preventing fires

and savingslives by empowering workers and factory managers (Fair Labor Asso@@13).”

Expanding Stakeholder Financial ParticipatioBestsuited for addressing the remediation of
building and fire safety issues in Bangladesh is the Development Investment BBhda(D
performance-based, financing instrument variation of the SIB, where the outcomerpayers
include foreign governments, donors, investors, corporations, foundations and international
agencies, rather than the domestic governments of developing countries found in(%eeSIB
Figure Il below)(Barder et al, 2013:6; Social Imactinvestment Task Force, 2015: 15). In

This article is protected by copyright. All rights reserved



MULTINATIONAL ENTERPRISES, EMPLOYEE SAFEY

June 2014, Instiglio, Children’s Investment Fund Foundation, Educate Girls and UBS Optimus
Foundation sponsored the first DIB whose financing is focused on reducing the gender gap in
education between girls and boys in rural Indide offerFigure llasanillustration ofthis

process.

{

Figure Il

The Development Impact Bond Process

uscrip

-

A Ihveloped to finan

confront g @ e situation, as i
profit e(rzﬁthethan social service oriented issues traditionally serviced by government or

safety issneBangladesh will

performance oriented outcoroes by f

non-profi ial service agencies, thus adding new complexity to the scope ofghisrig
instrumenf:t=The DIB bond to finance building and fire safety will consist of fivsiit

stakehold@iglio, 2015):

° tcome PayersThis donor group will need to include major apparel brands,
ultinational retailers, corporate and individual foundations, and foreign

governments. The estimated cost of remediation athesgarment industry of
up between $635 million & conservative estimate) an&1.5 billion(a more
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realistic estimate)can only be met by a combination of such donfiecting
the essence of thaforementionedWEF'’s “shared responsibility” proposal.

e Service Providers.The service providers work to provide the building structural
remediation and fire safety equipment and training necessary to meet the
standards established by the outcome payers.

o _lnvestors. These include major apparel brands, indigidoundations, and
foreign government international economic development agencies.

¢ Independent Evaluatonn thiscase, the FLAvould be an acceptable assessor of
the outcomes of this initiative.

¢ (Initiative Manager. This would be the associatioesultng from the newly
established merger of the Accord and Alliasocalitions, who would be
responsible for coordinating stakeholder involvement and designing, structuring

and implementing theemediation and audit stages of the initiative.
Discussion

In cenclusion, the efforts of the Accord and Alliance, while signifiesaimples of
global corporate citizenship in action, still leaves importamstions to be resolved. Tiotal
factory remediation price tag @t least$635million (and more likely a $1.5billion estimate)
is a formidable sum for Accord and Alliance members to finance, and nothéfail extent of
the remediation cost assessmeiknewn it is leaving many of them questioning their financial

capability te-fulfill their commitmentsnder the agreementBut even greater questions remain.

For the bulk of the Bangladesh appaaeld textileindustry, who is responsible for up to
$1 billion in remediation expenses for the remaining 3,200 to 4,200 export garment factories not
covered,by.the/Accord and Alliance membership? Furthermore, both the Accord and the
Alliance are'established for a fryear comntment. While the Accord membershiphas
agreed to'establista second term of a thregzear commitment through 2012 (Accord on
Fire andsBuilding Safety in Bangladesh, 2017), o pays for (and monitors) the maintenance
of fire safety and building structuritegrity in these export apparel factories after 2Qil&n
the Alliance agreement sunsetsgnd 2021 respectivelyvhen the second Accord agreement
sunsetsy? Is the Fair Labor Association up to the challenge of effectively implementing an

effective multi-stakeholder initiative in Bangladesh?Lastly, while the use of private politics
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e.g., industry self-regulation, is a necessary and integral component of establshiieg a
environment for Bangladesh’s apparel workers (King, 202@&4), the public regulatioof
these facilities is the ultimate responsibility of the Bangladesh goverrifiathile the NYU
Center for Business and Human Rights/WEF proposal on “shared responsibility” shows
promise, will.the national government be able to effectively partner with the Accord and
Alliance (or,subsequent association, such as the &iL&nother multi-stakeholder initiative)

in sucha “shared responsibility” collaboration to effectively monitor futuresustainable
socially responsible supply chais? These are formidable and still to be resolved industry
corporatecitizenshiphallenges facedot only by the Accord and Alliance memberships, but
other global stakeholders who are vestedsnstainablesocially responsiblapparel supply

chain inBangladestand with other host countries around the world

Appendix |
ABWS Sample FinancingOptions

e ' Shortto-Medium Term Loan Guarantees
Provide a letter of credit to a bank for a period oftebeighteen months as a
form of security. The letter of credit reduces lending risk for banks and makes it
easier for suppliers to secure loans at a toat of interest.

¢ Loans through the International Finance Corporation (IFC)
The VF Corporation has provided a corporate guarantee for an approved $10
million Global Trade Supplier Finance program loan from the IFC, the private
sector lending arm of the dvld Bank, to help factory owners pay for safety
repairs. The Alliance is in final discussions with the IFC to expand the program
to all members of the ABWS.

e Supply Chain Finance
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Factory owners may take advantage of {sbgpment financing, which allows
them to receive advance payment on goods in-transit at a discounted rate through
a’member company’s financial partners.

e Direct Loans

Member companies may make loans directly to supplier factories to make safety
equipment and/or building structure improvements, based on the strength of their

relationships with the supplier or an individual factory’s urgency for remediation.

Endnotes
! Business afid"society scholars Lawrence @eber (2014: 50) define “corporate social

responsibility”, in its most basic form as “learning to live with, and respect, others.”

2 William C. Prederick (2006) identifies the four historical phases of “corporate social
responsibility” as “corporate social stewardship” (1950s-1960s); “corporate social
responsiveness” (1960%970s); “caporate/business ethics” (19804.990s); and
“corporate/global citizenship” (1990spresent). There is no indication that a fifth historical
phase of gorporate social responsibility has fully emerged, although ongoingsdussions on
“political corporate social responsibility”, “multi- stakeholder initiatives”, and “business
and human rights” may be contributing to the next phase of corporate social responsibility.
The literature.on “political corporate social responsibility”, i.e., business and politics
geneaally (altheugh there is no single accepted definition of the field (Frynas & Stephens,

2015)) dates back to the 1970s, and academic interest in “political corporate gdc

responsibility” has picked up in the last decade. However, in their review papeFrynas &
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Stephens (2015) identify critical gaps in theory developmenMoreover, Frynas &
Stephens (2015: 502) conclude:
At this paint, it may be useful to reiterate that political CSR is a very broad
movement and the emergence of a single, testable, ued multi-theory model of
political CSR is unlikely and perhaps undesirable. We need to accept that
theoretical'perspectives on political CSR are competing and sometimes overlapping,
and'may occasionally combine descriptive and normative elements.
“Multi -stakehelder initiatives”, also shares a similar problem of a lack of “a widgl
acknowledged definition of what constitutes an MSI”, i.e., how multstakeholder such
initiatives should be, as well as to their function and funding (Pauly & Wadhwa, 20}, as
well as a relatively underdeveloped research literature on such initiatives involving
multinational enterprises. Also see MSI Integrity (the Institute for Multi-Stakeholder
Initiative Integrity) and the Duke Human Rights Center (at the Kenan Insttute for Ethics)
(2017) for a recent “cataloging” of some 45 such initiatives. One such “mulstakeholder
initiative”, the.Fair Labor Association, is an important stakeholder in the authors’ later
recommendations, incorporating further seltregulatory involvement. As such, the fourth
historical phase of “corporate/global citizenship” continues to predomiate among
academics and in industry into the second decade of the®2dentury, and complemented
with the “nonmarket strategy” approach, coupled withthe recentlyemergingempirical

literature.On.“business andhuman rights”, is utilized as thetheoretical basis for this

applied article.

% Post (2002: 149) further elaborates on his definition:
There are two ways to approach the question. One inveliegantive actions list of

do’s and don’ts Firms in many industries have developed policy statements and codes of
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conduct that are intended to guide their managers toward the right answer. The other
approach is to focus on tipeocesshrough which mnagers address the question of
“what.to/do.” This involves education, as in helping managers reconnect to the idea of

management as public work, not just private work.

* The authors consideredZadek’s (2004) “Five Stages of Organizational Learningimodel
which describes how a company develops a sense of corporate social responsibility, but
found its explanatory power less robust than Mirvins & Googins “Stages of Corporate

Citizenship” model for application with issues related to global supply chains.

> Also, this reflects the goal of a “white paper”; in this case, addressing these problems
among glebal companies, their local business partners, local and foreign goverents,
unions,gdnternational financial institutions, and private philanthropies, allinterests

represented in the WEF (World Economic Forum, 2015b: p.1).

® The National Tripartite Plan of Action combines the “National Tripartite Plan of Action on Fire
Safety in the RMG Sector”, signed on March 24, 2013 in response to the Tazreenfilatory
and the "Joint Tripartite Statement” adopted on May 4, 2013 in the aftermath of th@IRzaa

tragedy (International Labour Organization, 2013).

" Thererare six key components to the Accord (Bangladesh Accord Secretariat, 2015):
1) A five year legallybinding agreement between companies and trade unions to ensure

a safe working environment in Bangladesh RMG industry.
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2) Anindependent inspection program supported by companies in which workers and
trade unions are involved.

3)./Public disclosure of all factas, inspection reports and corrective action plans.

4) [A commitment by signatory companies to ensure sufficient funds are available for
remediation and to maintain sourcing relationships.

5) Democratically elected safety and health committees in all factoridertify and
acton safety and health risks.

6) Worker empowerment through an extensive training program, complaints

mechanismsral right to refuse unsafe work.

8 The Accord:was requested by the Bangladesh Garment Manufactutsgsogters
Association, factory owners, and the Government of Bangladesh to avoid duplicatéaonspec

by both the Aecord and Alliance (Bangladesh Accord Foundation, 2015).

° Researchersat Penn State’s Center for Global Workers’ Rights argue thaatemplyed by

the Center for Business and Human Rights at the Stern Business School is inflated by at least
2,000 factories (Anner & Blair, 2016). Furthermore, Anner & Blair (2016) concludehihat t
Accord and.Alliance initiatives cover 71.4 percent of garment workers employeddargbe

sector. For a detailed response to the Penn State critique, please see LabowitzA(2016).
recently released study issued by the BRAC University’s Centre for Entrepreneurial
Development (BRAC Centre) in Dhaka (and sponsored by the C&A Foundation)

confirmed the Stern Center for Business and Human Rights’ 2015 study (Baumasfauly,

2017). Employing similar methodology of the Stern Center study with a combined alysis
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of several online databases and field research, tlBRAC Centre found 8,020 garment
factories in Bangladesh, with over onéhird of these garment factories identified as sub
contractors.and'most of these facilities not registered with any of the local Bangladesh

industry associations.

ONYU’s Center for Business and Human Rights estimates that this study underestimates
the number of garment factories in Bangladesh (3,778), as the Center for Bnsss and
Human Rightsiestimates 7,179 factories and the BRAC study estimated 8,020 faotsriit
does not sufficently factor in Bangladesh’s infrastructure deficiencies; and it does not
consider @ngoing costs to adequately train the labor force or establish amgaintain

grievanceamechanisms (Baumanauly, 2017; Wadhwa, 2017).

" Donors can-€stablish a “DIB Outcomes Fund”, i.e., a joint pool of capital from donmiesye
to pay investors outcomes achieved in DIBs, and investors a “DIB Investment Fund”, i.e., a pool
of capital thatiinvests in DIBs and takes on outcome deliverg,ngkich will enable these

participants to share risks and develop a range of DIB models (Bdraler2013: 7 & 10).

2 For a recent.summary of the research undertaken on the social use of private regulation, see

King (2014b).
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