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Abstract

The Rana Plaza Tragedy: A Game Changer, or Business as Usual for Bangladesh?
Samira Manzur, International Relations Program, Class of 2016
Thesis Co-Chairs: Professor Drusilla Brown, Professor Elizabeth Remick

On 24 April 2013, an eight-story building in Bangladesh collapsed, killing over 1,100 and
injuring 2,500 more. The building, Rana Plaza, housed several garment factories, shops, and a
bank. The Rana Plaza tragedy has been recorded as one of the deadliest industrial disasters in the
history of the garment industry. But, did the tragedy change the how the Bangladeshi garment
industry operates? Or, was it just a road bump? To answer this question, I first discuss the
various stakeholder responses in the aftermath of the Rana Plaza tragedy. After discussing the
various initiatives and regulatory changes, I turn to the empirical analysis of the thesis where I
analyze how the tragedy affected the local business owners, without whom effective changes are
unlikely. Using the World Bank Enterprise Survey conducted in Bangladesh between April and
September 2013, I analyze how the Rana Plaza tragedy affected business owners' perception of
labor regulations. A shift toward a positive perspective, labor regulations as a part of the business
and not an obstacle, would suggest that the Rana Plaza was a game changer. This positive
perspective will reduce resistance to reform and increase the likelihood of compliance on a dayto-day basis and, hence, help prevent such tragedies in the future.
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Chapter 1. Introduction
On the morning of 24 April 2013, an eight-story building in Savar, suburban Dhaka,
collapsed, killing 1,138 and injuring 2,500 more. The building, Rana Plaza, housed shops and a
bank on the lower floors and five garment factories on the top six floors. The top three floors
were illegally constructed. The building collapse – the Rana Plaza tragedy – has been recorded as
one of the worst industrial disasters in the history of the global garment industry. The day before
the collapse, engineers had reported the visible cracks and deemed the building unsafe. All
commercial activities in the building were promptly shut and closed the next day, but the
workers in the garment factories were forced to go back to work. Survivors reported being scared
to go back to work, but less so in comparison to getting fired, not receiving payment or being
harassed.
The Rana Plaza tragedy was not an unexpected. Rather, it was the scale of the tragedy
that was unanticipated. The industrial catastrophe was years in the making, if not decades. As an
industry that grew largely unregulated in the midst of rampant corruption and state patronage, the
garment sector gradually accumulated the necessary conditions for such a large catastrophe.
Soon after the morning of 24 April 2013, there began speculations and assertions that this
tragedy was a turning point for the industry, and many drew parallels between the Rana Plaza
tragedy and the historic Triangle Shirtwaist Factory fire of 1911. Although a century apart, the
two tragedies bore several similarities, and most importantly, they both openly and publicly
highlighted the much-needed changes in the garment industry. Given the drastically different
production and regulation processes of the two time periods, this comparison needs to be drawn
with utmost caution.
1

The motivation for this thesis partly grew from an apprehension about comparing the
Rana Plaza Tragedy and Triangle Shirtwaist Factory Fire. The Triangle Shirtwaist Factory
disaster happened at a very different time – during the ferment of a grassroots labor movement
and debates on labor and capital in the United States – and within a drastically different setting –
the production was local and the tragedy happened in front of the industry’s consumers (Siddiqi,
2015). And thus, the watershed moment for regulations and reforms following Triangle
Shirtwaist was a largely ‘domestic localized process’ (Siddiqi, 2015). Both the setting and the
time of the Rana Plaza tragedy are much different from that the Triangle Shirtwaist Factory fire.
The 2013 disaster happened within a highly fragmented and globalized production process,
making questions of accountability and responsibility much more complicated. For instance, how
do the various actors – domestic and international, private and public – fit into the post-tragedy
setting for reform in this transnational industry? And, how do these actors, individually and
collectively, drive change in the industry?
The primary question of this thesis asks: Was the Rana Plaza tragedy a game changer?
An event or new development is considered ‘game changing’ when it creates a significant shift
in some practice or perspective. That is, a game changer radically alters an established way of
doing things or a way of thinking. In the case of the Bangladeshi garment sector, a game changer
would mean an end to ‘bad business practices,’1 including worker harassment, negligence of
workplace conditions, and poor occupational safety and health (OSH). In sum, a game changer
for this industry would create a significant shift in both perspective and practice of enforcing
labor standards and OSH.

1

This approach to ‘bad business practice’ is solely concerned with compliance related to labor standards
and workplace safety.
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If the Rana Plaza tragedy was a game changer, it must have galvanized a shift in the
understanding and enforcement of regulations regarding labor standards and working conditions
among the various actors in the industry. Otherwise, in the absence of such changes in
perspectives or practices, we should expect to see ‘business as usual’ in the Bangladeshi garment
sector. This thesis investigates Bangladeshi manufacturers’ reaction to the Rana Plaza tragedy by
analyzing how the tragedy affected manufacturer perception of labor regulations to understand
whether or not the Rana Plaza tragedy was a game changer. The motivation to investigate
manufacturers is twofold: first, a lack of Rana Plaza literature on manufacturers, and second, the
need to develop a localized understanding of the tragedy’s aftermath. Although garment
manufacturers occupy an important position in the global supply chain that enables them to act
as key enforcers, the current discourse tends to overlook or underplay their importance. In the
case of Bangladesh, garment manufacturers are in a unique position to drive reforms, as they
have are present in the workplace, have great influence over domestic politics and have direct
interaction with international stakeholders. Besides understanding manufacturer opinion of labor
regulations, this analysis also allows us to realize the likelihood that manufacturers will comply
with labor standards on a regular basis and not only during audits. In a sense, this thesis hopes to
capture the in-between of ‘the spectacular and the every day,’2 the space between every day and
disasters that lead towards tragedies like the Rana Plaza.
To summarize, this thesis tries to answer whether or not the Rana Plaza tragedy was a
game changer through an empirical analysis of manufacturer perception of labor regulation in
relation to the tragedy. In other words, this thesis attempts to understand what would happen in a
situation where factory owners find dangerous cracks in their factory building tomorrow
2

The phrase ‘the spectacular and the everyday’ is taken from Siddiqi (2015), and applied with a slightly
different approach.
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morning. Would they halt production and let workers leave to ensure safety, or would they
coerce the workers back into the building?
The rest of the thesis is structured as follows. The literature review in Chapter 2 builds
the foundation the need to understand manufacturer reaction to the Rana Plaza tragedy and
justifies why studying the perception of labor regulations can be a rich way to do so. Chapter 3
provides both a historical context for the development of the garment industry in Bangladesh and
an account of the various stakeholders and the policy changes after Rana Plaza. The history of
the industry and, more broadly, political developments in Bangladesh, help us better
contextualize why Bangladeshi garment owners may consider labor regulations an obstacle, and
thus can help answer questions such as why unionism is unpopular among factory owners in the
industry. A three-tiered theoretical model is developed in Chapter 4 that articulates the
importance of manufacturers in making the Rana Plaza tragedy a game changer and how their
perception of labor regulations relates to a structural change in the industry. Chapter 4 also sets
up the analytical framework and the hypotheses for the empirical analysis. Chapter 5 describes
the dataset being used, the World Bank Enterprise Survey 2013 from Bangladesh, and puts
forward the strategy for the empirical analysis. Chapter 6 discusses the results of the empirical
analysis, including the finding that both Rana Plaza and the regulatory changes affected firm
perception of labor regulations. However, given the proximity of several policy changes, it is
hard to determine which event changed manufacturer perception the most. Chapter 7 concludes
by proposing an interpretation of the findings and recommends avenues for future research.

4

Chapter 2. Literature Review
It is often in the aftermath of ‘unexpected events’ or ‘exogenous shocks’ that we observe
social and political climates most conducive to change (Turner and Pidgeon, 1997; Behrens,
1983). Such settings provide opportunities to make reforms that would otherwise take years to
evolve. These ‘shocking’ events effectively act as catalysts for change as they help overcome
any information asymmetries that may have existed before the event (Turner and Pidgeon, 1997).
Nonetheless, as Behrens (1983) highlights, such shocks only create the groundwork for change,
and effective reforms are contingent on stakeholder recognition and utilization of these catalysts.
The Rana Plaza tragedy created a similar climate that was favorable to change. It acted as a
catalyst for improving working conditions in the Bangladeshi garment industry. In this setting,
although the prevalence of poor working conditions was common knowledge among actors
involved in the industry, the tragedy highlighted the gravity of the issue along with making it
visible to a larger audience and thus, increasing pressure to make changes. The tragedy only laid
the foundation for change, and effective reform was dependent on stakeholder responses to the
event.

2.1. The Rana Plaza Literature
There is little doubt that the Rana Plaza tragedy was an important event in the history of
the Bangladeshi garment industry, and more broadly, the global apparel industry. Although
industrial accidents have long plagued the garment industry, the 2013 catastrophe overshadowed
all past disasters and intensified on-going debates on accountability and responsibility in the
globalized garment production process.

5

In the wake of the catastrophe, industry stakeholders were quick to respond with both
updated and new regulations and discussions. Several activists and academics were quick to call
the tragedy ‘a watershed moment,’ an ‘eye-opener’ and the ‘end of business as usual’
(Vilimaviciute, 2015; Labowitz and Baumann-Pauly, 2014). The 2013 tragedy was also
compared to the historic Triangle Shirtwaist Factory Fire of 1911 in New York, a major turning
point for New York’s garment industry that led to an increased emphasis on workplace safety
and labor rights and shaped important changes in legislation and regulation (Harvey, 2014; The
New York Times, 2013). Moreover, formation of the Accord and the Alliance,3 two buyer-led
regulatory bodies, were popularly conceived as ‘unprecedented’ and a ‘major breakthrough’
(Greenhouse and Harris, 2014; Conradt, 2013), suggesting that the notion of the tragedy being a
game changer is strongly dependent on such reforms. These remarks make it difficult to conceive
of the Rana Plaza tragedy as being a game changer in the absence of stakeholder actions
(Rahman, 2014; Hensler and Blasi, 2013; Ryan 2013). Considering that regulatory changes
became an essential element of the Rana Plaza tragedy, a focus of the growing literature has been
on international stakeholder responses as well as comparisons between such responses (Reinecke
and Donaghey, 2015; Rahman, 2014; Ryan, 2013). The formation of the Accord, a legally
binding buyer-led regulatory initiative that incorporated the participation of unions, quickly
became a popular subject within the literature on corporate social responsibility and privatepublic regulation of labor standards. There is also an increasing conversation about unions and
transnational unionism within this literature (Anner, 2015; Reinecke and Donaghey, 2015).
Alongside this ‘turning point’ literature, there is a growing discourse on the limitations
and shortcomings of these regulatory reforms (Aizawa and Tripathi, 2016; Baumann-Pauly et al.,
3

More formally known as the Accord on Fire and Building Safety in Bangladesh and the Alliance for
Bangladesh Worker Safety.
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2015; Haar and Keune, 2014; Quelch, 2013; The Economist, 2013a). Criticisms commonly
question the effectiveness of international pressure, cite the importance of establishing more
domestically driven multi-stakeholder models, highlight the Accord and the Alliance’s exclusion
of subcontracting firms, and recommend a greater involvement of local manufacturers and
workers in the new initiatives.
The new regulations and reforms after Rana Plaza, together, fit Ayres and Braithwaite’s
concept of ‘responsive regulation.’ A ‘responsive regulation’ is distinguished both regarding
what triggers it and what the actual regulatory responses are – that is, these regulations are
created in specific contexts (Ayres and Braithwaite, 1992, p. 4). In this case, the Rana Plaza
collapse is the trigger and the regulatory responses are targeted toward the garment sector and
are mostly regarding labor standards and OSH. Ayres and Braithwaite (1992) add that the
effectiveness of such regulations is dependent on the translation of rules into practice within the
context of the regulated country’s institutions, actors, and social structures. A quick overview of
the existing literature on Rana Plaza suggests that the reforms following 24 April 2013 have the
potential to make the tragedy a game changer, but the scope of their effectiveness and
implementation remains unanswered. Now, even if we can consider the regulations and reforms
in response to the tragedy as a turning point, what is the likelihood that these changes will be
translated into practice?

2.2. Why Manufacturer Perception of Labor Regulations
An answer to the question above may lie within a current gap in the study of the tragedy.
The present Rana Plaza literature overlooks a critical part of the global supply chain – the
garment manufacturers. This gap in knowledge is a point of concern as the manufacturers occupy
crucial positions in both the global supply chain and within the domestic setting. The

7

enforcement of regulatory reforms and a sustained change in the industry is only possible with
the involvement of all industry stakeholders. The implementation and enforcement of
the ‘unprecedented changes’ are unlikely without the cooperation and commitment from the
manufacturers.
This lack of research on manufacturers is a likely result of the commonly held attitudes
towards factory owners and managers in the broader literature on global production chains.
Much of the discussion around labor standards in transnational production adopts the perspective
of either the retailers4 or focuses on unionism in the apparel producing country. While both
perspectives – buyer responsibility to monitor and promote labor standards in sourcing factories,
and empowering workers to demand and establish their rights – are crucial to the dialogue on
improving labor standards, they have the propensity to undermine the agency and the
accountability of manufacturers. In the first perspective, garment owners and managers are
commonly painted as helpless stakeholders in hypercompetitive global markets, and in the
second viewpoint, they are seen as immoral profit-maximizing agents.5 Consequently, depending
on the perspective we adopt, the manufacturers become either powerless stakeholders in the
industry with no ability to drive reform or greedy and indifferent capitalists with little incentive
to improve working conditions. The key role of manufacturers in the enforcement of regulations
and ensuring compliance remains unrecognized in both cases.
An argument for the factory role in ensuring enforcement can be drawn from the
literature on regulatory compliance models. Within the discourse on regulatory models, the
‘capacity building’ approach or a combination of the capacity building and the ‘deterrence
4

There is a considerable amount of literature on how buyers or international actors can incentivize
owners/manager to increase compliance.
5
These don’t always have to be exclusive.
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approach’ are considered to be more likely to improve working conditions than models based
solely on deterrence (Locke, 2013; Parker, 2006; Ayres and Braithwaite, 1992). The ‘capacity
building’ approach treats manufacturers as partners rather than immoral agents and works to
build manufacturer capacity and understanding of compliance, whereas the deterrence-only
approach focuses exclusively on punishment (Locke, 2013). This approach does not necessarily
treat manufacturers as individuals with the highest moral values but it considers them as utilitymaximizing actors pursuing their self-interest (Locke, 2013). The key difference between the
idea of the manufacturer as a utility maximizing actor here and the one mentioned earlier lies in
the agency and liability given to the manufacturer in capacity building discussion. Besides,
deterrence-based models are most likely limited by the capacity of regulatory agencies and they
commonly fail to ensure compliance in factories on a day-to-day basis (Ayres and Braithwaite,
1992).6 In both cases, the presence of owners and managers in the workplace makes them
important agents for consistent enforcement of regulations at the factory-level.7 An important
distinction between the capacity building model and the deterrence model is that the continued
involvement and commitment in the first approach are more likely to address ‘business
perceptions’, an essential condition for sustained compliance (Parker, 2006).
The extent to which international stakeholders can enforce compliance in factories is
largely contextual, and often limited (Berliner et al., 2015). The gap between regulation and
enforcement has been an obstacle to improving working conditions in the apparel industry for a

6

After the Rana Plaza tragedy, there was an increased discussion on the regulatory capacity of the
domestic government and the buyers. An increased interest in building regulatory capacity became
evident in government and international policies where hiring new inspectors and reorganizing the
existing inspectorate bodies were heavily emphasized.
7
In addition, the ‘root causes’ of violations of labor standards and the persistence of poor working
conditions are often invisible in standard audit processes (Locke, 2013).
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long time,8 and owners and managers have key roles in addressing this enforcement gap. This is
especially so in Bangladesh given the absence of strong government enforcement and a
noticeable labor movement (Fair Wear Foundation, 2013). Improved compliance in the garment
industry is most likely when the manufacturers understand and adopt regulations they are subject
to, including private-public and foreign-domestic regulation; this implementation is then
dependent on the manufacturer perception of such regulations. The potential for effective
enforcement declines when manufacturers fail to comprehend the need for regulations. A lack of
understanding of the importance of regulations and continued pressure from retailers in the form
of audits and inspections, manufacturers have incentives to provide incomplete information and
stage compliance in the presence of inspectors. This creates a dangerous situation where factories
seem compliant on paper, but in reality, are violating standards when not subject to constant
monitoring. The prevalence of enforcement in the garment industry is thus dependent on owner
and manager perceptions of regulations.
From this discussion, manufacturers and their perception of regulations emerge as key
factors for enforcement, and subsequently, strengthen the argument that they are crucial for
translating the post-Rana Plaza regulations into practice. Thus, garment manufacturers and their
relation with compliance is an untapped area of interest in the Rana Plaza literature. Studying
manufacturer perception of labor regulations provides a unique scope to better understand
manufacturers’ relation with labor standards and working conditions – an interest of the Rana
Plaza literature and the major focus of this thesis.

2.3. Determinants of Manufacturer Perception of Labor Regulations

8

In addition to several other reasons, this gap is due to a combination of limited information about
sourcing factories among buyers and a lack of incentives among suppliers (Berliner et al., 2015).
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Manufacturer perceptions of labor regulations are not formed in a void but are subject to
various characteristics of the firm and the context in which the firm operates. Thus, perceptions
of labor regulations can be understood as products of certain institutional and operational
contexts. There is a considerable literature studying firm characteristics and firm opinion of labor
regulations, more explicitly the link between characteristics and the propensity of owners and
managers to perceive labor regulations as an obstacle to business operations. The data for these
studies are commonly drawn from the World Bank’s Enterprise Survey and the Doing Business
database. However, there is considerable variation in findings within this scholarship, partly due
to different contexts of analysis – some scholars investigate perceptions in individual countries
while others focus on cross-country studies.
Recurring discrepancies in findings include the relationship between firm size, age,
ownership and sector and firm perception of labor regulations. Some studies find that smaller
firms are more likely to consider labor regulations as an obstacle (example Hallward and
Atreido, 2009),9 whereas other findings suggest the contrary (Vargas, 2012; Clarke, 2010).10 A
few analyses find that exporting firms have a higher tendency to think that labor regulations are
an obstacle (Vargas, 2012; Clarke, 2010), but some studies find the reverse (Gelb et al., 2007).11
Results from Bartelsman et al. (2010) and Meyer and Vandenberg (2013) further support the
presence of systematic differences in the relationships between firm characteristics and
perception across countries. Gelb et al. (2007) find that large firms and exporting firms in the
Europe and Central Asia region is more likely to consider labor regulations an obstacle, but the
9

Hallward and Atreido (2009) conduct their analysis across 150 countries.
Vargas (2012) analyzes Bolivian firms and their perception of labor regulations, and Clarke (2010)
studies firms in South Africa; his analysis fails to establish significant relations between perception and
ownership and age.
11
Gelb et al. (2007) study firms in sub-Saharan African countries; they do not find significant variation in
perception across sectors, firm size and ownership.
10
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opposite is true for firms in the Latin America and Caribbean region. Meyer and Vandenberg
(2013) study five Asian countries and observe variation in the effects of firm characteristics on
perception across those countries. These discrepancies suggest that there are no universally
established relationships between firm characteristics and perception of labor regulations, and
indicates the need for country-context analysis, as factors such as institutions and enforcement
are likely to affect such perceptions and their relation to firm characteristics.
Pierre and Scarpetta (2005) find a consistent link between employer perceptions of labor
regulations and the ‘relative stringency’ of labor regulations that they are subject to. They find
that, regardless of enforcement level, the perception of labor regulations as an obstacle directly
correlates to the ‘strictness’ of labor regulations that the firm in question is subjected to. This
understanding of the perception of labor regulations – strict regulations or higher enforcement
lead to negative perceptions – is common within the literature. This approach is problematic for
two reasons: first, it assumes that labor regulations are constraints to firm operations and second,
it expects that firms would automatically think that strict regulation and higher enforcement are
bad for business.12 This view does not leave room for alterations in perception of the unchanged
or new labor regulations due to changes in the market structure or events that the firms are
involved in. Thus, how firm perceptions of labor regulations are shaped by changes in the
contexts within which the firms operate remains an unexplored area of this discussion. Events
such as the Rana Plaza tragedy are likely to affect the firm perception of labor regulations since
such events tend to change or revive the discourse on labor regulation.

12

This approach often frame the question on labor regulation in terms of ‘market flexibility’, ‘market
efficiency’ and unemployment (Di Tell and MacCulloh, 2005; Pierre and Scarpetta, 2004).
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Chapter 3. Contextualizing the Rana Plaza Tragedy
The garment industry in Bangladesh is no stranger to industrial accidents and
disasters. In November 2012, only a few months before the Rana Plaza building collapse, the
Tazreen factory fire killed 110 workers and injured 200 more when a fire broke out in the locked
building (Davelaar, 2013; CBC News, 2013). On 11 April 2005, the Spectrum garment factory
collapse killed over 64 workers and injured many working the night shift. These are only some
of the better-discussed examples of factory disasters in the industry’s history. Studying the Rana
Plaza tragedy and stakeholder responses as isolated events not only limits our scope of
understanding the tragedy and what prompted such swift responses but also grossly overlooks
decades of negligence of working conditions in the country’s lifeline industry. This chapter seeks
to contextualize the garment industry in Bangladesh and the Rana Plaza tragedy, and covers the
following topics: 1) a background of Bangladesh’s political development, 2) a brief discussion of
the Bangladeshi garment industry and its stakeholders, and 3) the unprecedented responses to the
Rana Plaza tragedy.

3.1. Background
Soon after the Rana Plaza collapse, Mohiuddin Khan Alamgir, the home minister of
Bangladesh, told BBC that the Rana Plaza building may have collapsed after opposition
activists13 pushed the gate and the columns of the building (Burke and Al-Mahmood, 2013).
While the remark is at best a gem for media ridicule, it also exemplifies a central feature of most
dialogues in Bangladesh – the politicization of almost anything along the lines of party politics,

13

Loosely, Bangladesh National Party (BNP) and Jaamat-e-Islami activists.
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mostly the Awami League and BNP lines. This politicization has seeped deep into various
institutions and aspects of the Bangladeshi society, including the garment industry.
The present day industrial relations in Bangladesh are considered confrontational and
volatile, the business ecosystem is known to be a hotbed of rampant corruption, and laws and
regulations that often look noble on paper, are rarely enforced. These are only some of the key
obstacles to improving working conditions in the Bangladeshi garment industry. While it is easy
to accept these challenges as constant or, on the contrary, as easily malleable, it is important that
we understand these dynamics as norms and institutions that have slowly evolved over time and
thus, have room for adjustments. For instance, the low levels of unionization and the negative
perception of unions among owners in the garment sector are a result of several events and
developments throughout Bangladesh’s history, including widespread labor unrest in the stateowned jute sector in the 1980s. Thus, it is important to understand the contemporary challenges
in the garment industry in the context of history and political development.
The recent history of Bangladesh and its exports can be divided into three periods:
textile exports in colonial East Bengal, jute production and exports in pre-independence East
Pakistan, and garment exports in post-independence Bangladesh since the 1980s.14 From this
perspective, Bangladesh or the Bengal region has long been involved in exports, usually of a
single product. The region has long been connected to the global market and this dependence on
exports has played a major role in structuring the economy (Rahman, 2014). The following
subsections discuss certain political and economic developments during each period that have
cumulatively structured the existing norms and institutions of the Bangladeshi garment industry.

14

I choose to start the first period from around the time of the British rule solely for simplification.
Criticism of this choice is welcomed.
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East Bengal (1757-1947):
The region of East Bengal came under the British rule in 1757. At that time, East
Bengal was famous for its textile industry, in particular for its silks, cotton and muslin products
(Rahman, 2014). As European products entered the domestic market, Bengal’s native industry
began to collapse, and the once prominent artisan class was soon devastated. East Bengal’s
industrialization and expansion into export markets froze during the colonial period as the British
were more invested in extracting raw materials for its factories (Rahman, 2014). The absence of
laws and legislation during the initial phase of industrialization meant that workplaces were
beyond regulations, and workers were easily exploited.
The nineteenth century East Bengal saw the simultaneous growth of an urbanized
industrial working class and a scope for a labor movement (Rock, 2001). In 1881, the first Indian
Factory Act was passed to regulate child labor in the industry after initial worker protests from
the region. The Act was altered twice, once in 1891 and again in 1911, to accommodate growing
concerns from workers and the civil society (Rahman, 2011). It was only over time that the
workers began to comprehend their collective and became conscious about organizing
themselves (Rahman, 2011). To control the labor movement, the colonial state enacted labor
laws to monitor and obstruct union activities throughout the 1920s and 1930s. These laws later
became the basis for the labor legislation, institutions and practices in post-colonial East Pakistan
and Bangladesh (Rahman, 1986 as cited in Rock, 2001).15

15

For instance, the 1926 Trade Union Act was enacted to assist trade union registration and the 1929
Trade Disputes Act was enforced to regulate worker strikes (Al Faruque, 2009). These laws were largely
implemented to make labor organizing more formal, and most importantly, more difficult. Consequently,
this allowed the British to gain more control over the growing labor movement. As Al Faruque (2009)
notes, the history of industrial relations in modern-day Bangladesh can be traced back to these Acts,
whose primary goal was to control and inhibit organized labor.
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The emergence of the labor movement in Bengal grew increasingly entangled with
rising anti-imperialist sentiments. After all, the owners and managers of the factories in were
predominantly British.16 Demands from workers not only included better working conditions but
also sought independence and greater autonomy. At the same time, political parties began to
make worker grievances a central concern, and between the late 1930s and until partition in
1947, the lines between labor concerns and demands for independence became blurred.
Predictably, the first unions in Bengal developed in the cotton and jute industries,
where the British introduced its capitalist production systems (Rahman, 2011). The growth in the
labor movement during this period can be best described as ad-hoc, sporadic and increasingly
militant. The movement was mostly unified as members held the common goal of ousting the
British rule. However, the underlying differences between unions and their agendas emerged in
the later years with the loss of a cohesive long-term goal and the emergence of competing
agendas.17 Over the decades after the end of colonial rule, trade unions steeped in party politics
in Bangladesh and India, and soon became fractionalized.
East Pakistan (1947-1971):
In 1947, the Indian subcontinent was partitioned into two independent nation-states
along religious lines, the Hindu-majority India, and the Muslim-majority Pakistan. Pakistan was
divided into two wings – Urdu-speaking West Pakistan and Bengali-speaking East Pakistan. This
partition was complicated for Pakistan because of the distinct ethnic and linguistic identities in
the two wings. During this period, West Pakistan assumed all economic and political power, and
thus, controlled almost all economic activities in East Pakistan. Similar to the British rule,
16

The growth in labor movement coincided with the Swadeshi movement, and led to growing solidarity
between workers, political parties and the new middle class.
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This is true for the Indian subcontinent at large.
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Pakistan primarily sought to extract raw materials from the region and showed little interest in
strengthening East Pakistan’s industries. Over the next 25 years, East Pakistan continued to be a
major producer of jute but received barely any profits from the industry.
Relative to West Pakistan, the labor movement was more pronounced in East
Pakistan (Hossain, 2005 as cited in Ahmed, 2011). The movement gained further momentum in
the face of increased inequality in the next two decades. High levels of labor unrest in the East
Pakistani industries drove the government to create more liberal labor policy in 1954 (Rock,
2001),18 but this was undone with the declaration of martial law in 1958.19 Although this was a
setback for the labor movement at large, strike activities continued well into the 1960s and
workers grew increasingly militant in the absence of a formal mechanism to address their
grievances. During this period, communist unions, such as the Chatkal Sramik Federation and
Purba Pakistan Sramik Federation, played important roles in organizing various labor
movements and gaining some of labor rights after 1961 (Zia, 2011). In 1969, with the change in
the Pakistani regime, Yahya Khan’s new government revised labor policies to include the right
to strike (Rock, 2001).20
The brotherhood of the Muslim identity between East and West Pakistan was
challenged as growing economic disparity highlighted the differences in their linguistic and
cultural identities. The uneven rate of economic development in the two wings re-ignited Bengali
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These changes still had shortcomings, as they did not include right to strike.
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During this period, union activities were made illegal.
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This included the Labour Policy, 1969, East Pakistan Minimum Wages (Fixation) Ordinance, 1960, and
the Industrial Relations Ordinance, 1960 (Rahman, 2011). This was regime was considered to be
relatively ‘labor friendly’ than Ayub Khan’s regime.
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nationalism,21 and by the late 1960s, the demand for an independent state had escalated. The
Awami League, the political party of East Pakistan, mediated the popular support for
independence among an alliance of mostly students, workers, and intellectuals (Rock, 2001).22
The demand for an independent state was reinforced after the Pakistani ruling party ignored the
1970 election results where the Awami League won by a landslide. Soon after, the war for
independence was declared on 26 March 1971, and Bangladesh was declared independent after a
nine-month-long war.
Similar to the time of colonial rule, workers, and the labor movement became key
players in East Pakistan’s aspirations for independence. The emerging nationalist party, the
Awami League, had a strong labor support and was keen on developing a larger base for worker
support. The two decades following the establishment of independent Bangladesh were crucial in
forming the present day political and labor institutions.
Bangladesh (1971 – present):
The newly independent state started its journey with aspirations of democratic
socialism but soon fell under two decades of military rule followed by a brief period filled with
promises of a working democracy and finally the politics of the ‘battling Begums’ (The
Economist, 2013b).23 The political and social developments between 1971 and the early 1990s
were fundamental in morphing certain political and economic norms and institutions that
continue to persist to this day.
21

A rather complicated and dynamic form of nationalism with changing emphasis on ‘Bengali’, ‘Muslim’
and ‘Bangladeshi’ identities.
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Before 1970, the popular forms of protests were primarily non-violent. It was only in 1971 that massive
violence broke out. Jahan (2000) notes that this sudden development of violence left a deep imprint in the
political and social institutions in the later independent country.
23

The term ‘battling Begums’ was first coined by The Economist to describe the political system in
Bangladesh since the 1990s; a rather succinct and fitting description.

18

In 1972, the Awami League assumed power with popular support. The Awami
League’s leader and the leader of the independence movement, Mujib, adopted ‘nationalism,
democracy, socialism and secularism’ as the new country’s four guiding principles (Jahan,
2000). Independence from Pakistan also meant a near-complete collapse of the economy as the
Pakistani elite who controlled trade and most economic activities departed, leaving behind a
vacuum in the business community. Restoring economic activity in the country became an
immediate concern of the Awami League, and the new government was quick to nationalize the
key industries, including jute, cotton, and sugar (Rahman, 2014).24 In an attempt of to overcome
the political and social factions left behind by the British and Pakistani rule, Mujib dissolved all
political parties and established his single party, BAKSAL.25 Alternatively, Mujib’s decision to
form a one-party system can be read as an attempt to assume dictatorial power in the face of
growing unpopularity.26 Mujib’s socialist rhetoric was not welcomed by all and received major
criticisms from foreign donors (Rock, 2001).27 In the setting of mounting grievances, Mujib,
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There is an ongoing debate on Mujib’s decision to nationalize the key industries. Nuruzzaman (2006)
suggests that the Awami League chose to nationalize the then dominant jute industry in return for votes
and support from workers. Another view notes that the state’s decision to nationalize was not only
reflective of historical circumstances and commitment to state ownership in the region since 1954, but
also international political climate of the Cold War (Sobhan, 2005 as cited in Rahman, 2014). In addition,
the absence of a non-Pakistani business and owner class made socialism a suitable system to structure the
new state (Rahman, 2014).
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Bangladesh Krishak Sramik Awami League (BAKSAL) was expected to have five fronts: peasants,
workers, youth, students, and women. Mujib was vested in establishing socialism in the country, which
alienated some of the major power groups in the country; Mujib’s rhetoric of the ‘second revolution’ also
agitated the armed forces as it threatened the existing status quo of the society (Jahan, 2000).
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The newly independent state was confronted with economic difficulties that were further exaggerated
when the 1974 famine claimed thousands of lives (the number is widely debated from 450,000 to 1.5
million, including post-famine mortality).
27

Bangladesh was heavily reliant on foreign aid at the time (and continues to be so). Widespread
nationalization also threatened ambitions of the growing nationalist bourgeoisie who admired a multiparty
democracy (Jahan, 2000).
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along with most of his family, was assassinated in 1975. The country fell under military rule
after Mujib’s assassination.
Between 1975 and 1990, Bangladesh was under two separate authoritarian regimes –
General Ziaur Rahman (1976-1981) and General Mohammad Ershad (1982-1990). This period
marked the simultaneous growth of the private sector and the decline of the labor movement. In
1979, the martial law ordinance dropped secularism and adopted Islam as the state religion and
socialism was redefined as ‘economic and social justice’ (Bangladesh Observer, 1977 as quoted
in Jahan, 2000). Thus, the initial aspirations of socialism and secularism eroded, and the status
quo of the power relations was strengthened. General Zia sought to establish a private sector in
the country in hopes of accelerating economic growth. Regarding industrial relations, Zia
introduced a mandatory registration system for unions to monitor and control union activity.
Although less prominent than before, union activity was allowed under Zia’s regime.
Additionally, Zia was careful not to escalate the already militant workers in the public sector and
understood that unions were crucial for gaining popular support at the time (Rock, 2001).28 In
1977, the government passed a new regulation that required all political parties to have a labor
front, and consequently, several unions were formed with the sole purpose of strengthening
political bases (Rock, 2001; Nurullah, 1993).29 Under these developments, inter-union rivalries
grew more significant in the public sector and labor unions started to gain a reputation for
impeding economic growth because of frequent strikes in unionized workplaces.
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During Mujib’s rule, most positions in the state industries were filled by members of political parties
due to an absence of Bengali entrepreneurs. Zia was particularly careful regarding making drastic changes
in the public sector as a large base of workers supported Mujib. In addition, Zia formed his own political
party, Bangladesh Nationalist Party (BNP), and was keen on building his own labor front (although not as
keen as the later regime). These developments were slowly building the foundations for party-based union
activities.
29

The policy led to the emergence of ‘political party affiliated’ unions in Bangladesh (Khanna, 2011).
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The Ershad regime assumed power after the General Zia’s assassination in 1981.
Ershad continued to privatize the state-owned industries and sustained the support from the same
elites as Zia did (Jahan, 2000). 30 In 1982, the New Industrial Policy (NIP) sought to decentralize
the jute and cotton industries along with the decentralization of loans and investment approvals
(Rahman, 2014). This decision was unpopular among unions in the public sector and initiated
widespread unrest in the state-owned industries, especially the jute sector. The movement against
Ershad, led by the Awami League, BNP, and various civil society groups, gained momentum in
1987 and intensified in 1990. Ershad resigned on 4 December 1990, opening up the country’s
transition to democratic rule. Most sectors were opened up to private investment by this time,
and the parties in power since the 1990s have continued to advance the liberal economic policies.
Bangladesh’s period of military rule molded three key features of the Bangladeshi
business sector: the prevalence of state patronage, the influence if business owners over politics,
and the vilification of unions. It was during this period that the private sector saw rapid growth,
but this growth was largely based on state patronage and created an elite business class (Jahan,
2000; Kochanek, 2000). Corruption was rampant under military rule and became a continued
feature of Bangladeshi business and politics. Additionally, the growing strength of the business
sector manifested in the trend of increased representation of business owners in the country’s
legislative and executive branches of the government (Kochanek, 2000).31
Moving from the period of military rule, the political contest in Bangladesh settled on
a system of ‘competitive clientelism’, dominated by the two rival parties, the Awami League,
30

In addition, Ershad formed his political party, the Jatiyo Party, to garner larger support and was
particularly vested in developing a labor and student front for his party (Rahman, 2011).
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In 1970, about 27 percent of parliament members had a business background; the number jumped to
over 40 percent in the 1990s (Jahan, 2000). This feature in the Bangladeshi political economy is popularly
understood as one of the key obstacles to improving working conditions in the garment industry
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and the BNP (Ahmed et al., 2014). The BNP assumed power after winning Bangladesh’s first
democratic elections in 1991. Since then, the two political parties, the Awami League and BNP,
have been alternating office with three years of a caretaker government in between. BNP was in
power between 1991-96 and 2001-06, the caretaker government from 2006-09, and the Awami
League between 1996-2002 and 2009 to present.32
Since the 1990s, there has been an increasing movement towards independent and
NGO-affiliated unionization in the private sector. Unionization is still low in the garment
sector.33 The perception that unions cause disruption to business operations carried over from
experiences in the public industries in the 1980s to the thriving private sector of the 1990s. The
dominance of patronage-based corruption, patron-client relations and exclusion of labor interests
in Bangladeshi politics and business thus lay in its political development.

3.2. The Bangladeshi Ready-Made Garment Industry and its Stakeholders
Globalization, in its modern form, came to Bangladesh in the 1980s with the
expansions of the garment industry. Reaz and Jewel Garments, the first garment-exporting firm,
was established in 1977, at a time when Bangladesh’s total export comprised of about 6.3
percent of its GDP (Ahmed et al., 2014; Rashind, 2006). In the 1980s, the South Korean firm
Daewoo played an important role in the industry’s takeoff when it partnered with Desh
Garments.34 Since the end of the Multi-Fiber Agreement (MFA) in 2005, clothing exports have
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Although, the last elections in 2015 is hardly considered democratic since as AL was the only political
party running.
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This number was particularly low in the garment industry. A survey conducted by BIDS in 1993 found
that only 3.3 percent of garment industry, whereas the average was 12.2 percent in other industries
(Rahman, 2007).
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The founder of Desh Garments, Noorul Quader, is popularly considered to be the ‘father’ of the
Bangladeshi garment industry.
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grown at an average annual rate of 25 percent. In 2010, garments accounted for about 82 percent
of the country’s total exports (Ahmed et al., 2014). Today, Bangladesh is the world's second
largest exporter of garments. The first gradual and then exponential growth of the garment
industry can be attributed to several factors, including state-patronage, preferential trade policies,
a large unemployed labor force, accommodating domestic policies and the global market's quest
for low wages. The following sections discuss the stakeholders – the government, the owners,
workers and international actors – and their role in the growth and development of the
Bangladeshi garment industry.
The Government:
The role of the Bangladeshi government in the garment sector’s development since
the mid-1970s is best described as ‘non-interfering’ and ‘decentralized’ (Ahmed et al., 2014).
Since the 1980s, the military regimes and the alternating governments adopted ‘trade-friendly’
policies, including bonded warehouses and back-to-back letters of credit financing (Rahman,
2014). In addition, to attract foreign investment, especially from East Asian countries, the
government set up Export Processing Zones (EPZs), where regulations were much more lax. The
first EPZ was established in 1983 under Ershad’s rule (Al Faruque, 2009). The EPZ approach
also led to a considerable decentralization of responsibilities surrounding the sector as the state
delegated much of its responsibility to business associations like the Bangladesh Garment
Manufacturers and Employers Association (BGMEA) and the Bangladesh Knitwear
Manufacturers and Employers Association (BKMEA). The presence of state patronage also
played a key role in accelerating the growth of the industry. Close links between the government
and the business community meant that the industry was barely, if at all, regulated.35 In addition,
35

A feature that led to poor working conditions that continues to plague the industry.
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a significant number of garment business owners are involved in the parliament and some factory
owners are also members of the parliament. Political factions are known to actively court the
powerful lobby of manufacturers, who then provide political and economic support in return
(Ahmed et al., 2014).
Bangladesh has developed and improved various parts of its labor laws over the
previous three decades. These changes have often come in the face of labor unrest, international
criticisms or industrial tragedies. With greater liberal policies and the country’s return to
democracy, the garment industry started to grow exponentially in the 1990s and began to gain
international attention. The first minimum wage for garment workers was set in 1994, and the
next raise was not until 2006. The 2006 increase in minimum wage was foreshadowed by a first
large-scale labor unrest in the sector after the owners refused to acknowledge and adopt the new
minimum wages set by the government in 1997 and 2001. In response to the violent unrest in the
sector, the government made several amendments to the existing labor laws and enacted the
Bangladesh Labour Act of 2006. Legislative changes included increased union activity and
allowing worker committees in EPZs. The Act was next updated in response to the Rana Plaza
tragedy in 2013. The Bangladesh Labour Act 2013 included changes in union registration,
required worker welfare funds and increased attention to occupational safety and health.
Although the 2013 Act made some crucial changes, it had several shortcomings. The 2013
Labour Act is discussed in more details when examining the stakeholder responses to Rana
Plaza.
Overall, the existing domestic laws are considered to be favorable for workers. It is
the lack of enforcement that has sustained the terrible working conditions in the industry. Ahmed
et al. (2014) argue that the reasons for weak enforcement are twofold: first, there is little political
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incentive for the government to interfere on behalf of workers as they do not play a key role in
the state’s political competition36 and, second, the lack of organized labor gives the government
little motivation to invest in building its regulatory capacity. In addition, close ties between the
government and the business class have also stalled proactive enforcement.
The Owners:
The early garment manufacturers in Bangladesh were considered to be risk-takers
since they tapped the new territory of the export market with little to no experience. In the mid
and late 1970s, it was only a small group of elites with strong links to the government who were
able to enter the industry (Rahman, 2014). The second groups of manufacturers emerged in the
1980s after observing the profitable industry and were encouraged by the government’s
increased efforts for privatization. These owners were generally employees of the first group of
manufacturers, who left to establish their own businesses (Rahman, 2014). The third group of
entrepreneurs emerged in the 1990s after the industry was well established and gained the
reputation as a profitable business. Members of this new business class came from a ‘diverse’
background of army generals, professors, ex-secretaries, and ministers, and on average, were
well educated (Quddus and Rashid, 2000).
In 1983, the BGMEA was formed as a trade association of entrepreneurs to develop
the country’s access to foreign markets. The government delegated several responsibilities to the
BGMEA, including improving the working conditions in the garment sector. The BGMEA’s
power increased in the post-MFA period as the country was no longer constrained by quotas and
became free to tap into larger markets. The BGMEA became growingly concerned with building
a good reputation for Bangladesh and thus relaying pressure on member factories to improve
36

This is only applicable for politically unaffiliated workers and unions.
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working conditions during this period. Although largely autonomous, the close association
between business owners and political parties often seep into these business associations and
these associations are generally factionalized along the political party lines (Kochanek, 2000).
In the first few decades of the industry, as the garment sector grew to dominate the
national economy, both business owners and politicians resisted changes and regulations that
would disrupt the industry’s phenomenal growth. The cost of improving safety was long
considered to be unnecessarily expensive and bad for profits. Further, given the nature of the
garment industry, the fear of losing retailers due to a slight increase in costs encouraged owners
to risk safety. This accumulation of disregard for compliance grew over the years and resulted in
disasters like Tazreen fire and the Rana Plaza collapse. For the garment manufacturers to
continue advancing their businesses, it may be essential that they recognize the growing costs of
non-compliance in the global market. The BGMEA’s role as the primary lobbyist for the 2013
Labour Act hints that the owners, at least some owners, are moving towards the direction of
greater compliance.
The Workers:
It is impossible to talk about the Bangladeshi garment industry without discussing the
certain characteristics of its labor force – mostly young, migrant and female. The garment sector
employs about 4 million workers, and about 80 percent of the garment workers are women. The
1970s witnessed a significant movement of rural women towards wage work, so that when the
garment industry emerged in the mid-1980s, it became an important source of employment for
women (Kibria, 1995). Another important element of this labor force is class. The garment
workers are mostly migrants from rural Bangladesh, who go to cities like Dhaka and Chittagong
for stable paid employment. These characteristics of the workforce play a large role in the
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worker’s experience on factory floors. When the industry was first established, factory floors
incorporated an extension of the purdah by absorbing the idea that female workers are
hardworking, docile and compliant (Rock, 2001). The additional knowledge that these workers
had little to no alternate employment opportunities reinforced the manufacturer perspective of an
endless supply of workers. ‘Latent roles’ – influenced by class, sex, and age – of the workers
play a significant role on the factory floor, where male supervisors and managers discipline the
young female workers. 37
While organizing the largely female workforce continues to be difficult, the gender
and age composition of the garment workers have allowed a more independent labor movement
to emerge in the industry. Although the workers were initially hesitant to articulate their
demands as the majority of the workers were inexperienced and new to the city, they would
slowly develop loose, informal networks that later allowed them to build the foundations for
union activities (Hutchinson and Brown, 2001). Labor activism was encouraged by the rise in
NGO activity with garment workers in the 1990s. The NGOs and global unions sought to
educate garment workers on their rights, promote an understanding of ‘collective oppression’,
and facilitate organizing initiatives. The formation of the Bangladesh Independent Garment
Workers Union (BIGUF) in 1994 is considered to be an important part in the history of labor
organizing in the garment sector as it developed and flourished outside of state-sponsored
unionism (Rahman, 2007; Rock, 2001).
International Actors:
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The idea of ‘latent roles’ of workers is taken Beynon and Blackburn’s (1972) discussion on how worker
demographic influence their interactions with supervisors and managers on the factory floor; the two
bring their ‘latent roles’ along with their skills to the workplace. Lee (1998) provides an interesting
account of how workers in Hong Kong and Guangdong are treated differently in their workplaces solely
based on the popular perceptions of garment works.
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International actors involved in the garment industry play key roles in shaping global
supply chains. In the case of the garment supply chains, the key international players include
international buyers, global unions, the ILO, foreign governments, and consumers.38 Historically,
foreign governments, especially of industrialized nations, and international trade organizations
have played an important role in constructing (or obstructing) countries’ access to global
markets. For instance, the MFA was introduced in the 1970s to determine quotas for developing
countries exporting clothing and textiles. The MFA’s initial influence on the Bangladeshi
industry was key but indirect. When non-LDC countries such as South Korea and Hong Kong
became quota restricted, manufacturers from these countries sought to set up factories in places
without quota restrictions and low wages. Bangladesh satisfied both categories at the time and
became a popular destination. The role of East Asian businesses outsourcing their production
played a major role in developing the country’s nascent industry. Bangladesh only came under
the MFA in 1986, after the industry had seen some growth (Rahman, 2014).
As much as poor working conditions in the garment have been a result of
manufacturer negligence and government oversight, it has also been induced by buyer pressure at
equal levels if not more. From this perspective, the development of poor labor standards also
stemmed from consumer and retailer demands for low prices and quick lead times, which then
incentivized manufacturers to cut costs, often at the expense of the workers (Taplin, 2014).
Throughout most of the twentieth century, labor standards were regulated on a
national basis (Locke, 2013). The globalization and fragmentation of production structures
reduced most of the national strategies and distorted the lines between domestic and foreign
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This is only a simplified account of the international players; a more detailed account would include
supply-chain managers, marketers, NGOs and several more.
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regulations, alongside public and private initiatives. It was in the 1990s that garment industry
saw increased coordinated movement from the private sector calling for better working
conditions and the emergence of several private initiatives (Meyer and Gereffi, 2010; Hale and
Wills, 2005; O’Rourke, 2003).39 Similarly, although the idea of a ‘social clause’ in international
trade agreements has been in discussions for some time, during the 1990s, it was subject to an
intense debate among various international actors (Griffin et al., 2002; Compa and Vogt, 2001).40
International stakeholders have a major role to play in improving working conditions
in the Bangladeshi garment industry. In the past, Bangladeshi garment manufacturers have been
most receptive to buyer pressure and demands for improvement (Duarte and Rahman, 2010;
Belal and Owen, 2007). The campaign to end child labor in the Bangladeshi garment industry is
considered to be an example of successful public-private and domestic-foreign initiative between
the BGMEA, the ILO, and UNICEF alongside pressure from various INGOs and global unions.
Hence, the actions and role of international actors in the post-Rana Plaza period is key, alongside
manufacturer and worker reactions, in determining whether business as usual would be an
option.

3.3. The Rana Plaza Tragedy and Stakeholder Response
The Rana Plaza tragedy in 2013 brought poor labor standards in the Bangladeshi
garment industry under the international spotlight. The magnitude and visibility of the tragedy
compelled all stakeholders to react to the disaster in various ways – through new regulations,
public statement, and an overall increased attention to the industry and its practices. Some of the
39

A response to increasing demands from consumers, making brands sensitive to their reputation.
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Griffin et al. (2002) provide an interesting account of the ‘north-south’ perspective divide on the
involvement of unions in social clauses. They conclude that Southern unions are keen supporters of
linking international trade and enforcement of core labor standards. Additionally, social clauses in trade
agreements can also be viewed as disguised protectionism or a form of neo-colonialism.
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prominent updates include changes in domestic and international policies and the formation of
new regulatory bodies. This section discusses a few of the most evident changes – formation of
the Accord and the Alliance, the US government’s decision to withdraw Bangladesh’s GSP
benefits, development of the Sustainability Compact, changes to the NTPA and the
implementation of the Bangladesh Labour Act 2013.41
The Accord:
Contrary to popular perception, the Accord – a buyer-led multi-stakeholder regulatory
body – was not an immediate response to the Rana Plaza tragedy. The idea of forming a multistakeholder regulatory body was first discussed in response to the Tazreen fire in November
2012. At the time, the fairly well publicized factory fire brought together the ILO, the
Bangladesh Ministry of Labor and Employment (MoLE), domestic unions and factory owners
who then created the National Tripartite Plan of Action on Fire and Safety for the garment
industry (ILO, 2013a). This Plan of Action sought to identify unsafe factory conditions and
improve working conditions in the garment sector. However, this effort did not solicit support
from the retailers at the time. The Rana Plaza tragedy highlighted the limits of the existing social
auditing paradigm and it was only then that the buyers decided to form their own coordinated
regulatory body.
The Accord is a five-year independent, legally binding agreement between global
brands, retailers, global and local trade unions, and NGOs to ensure safe working conditions in
the Bangladeshi garment industry. The Accord is comprised of over 200 apparel brands, retailers
and importers from over 20 countries, two global trade unions, eight Bangladeshi trade unions
41

I am concerned with these particular changes as they are key to the empirical analysis of this thesis.
Other important changes in response to the Rana Plaza tragedy include increase in the minimum wage in
November 2013, and the implementation of Better Work Bangladesh and more.
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and four NGO witnesses.42 The Accord essentially works as an inspection program supported by
brands and unions and provides Corrective Action Plans (CAPs)43 to sourcing factories.44 In
addition, signatory brands responsible for maintaining sourcing relations and the Accord is also
contracted to support worker-training programs and support worker OSH committees. The
agreement was formed on 13 May and was signed on 15 May 2013.
One of the most distinctive features of the Accord is that it is legally binding, unlike
most initiatives in the apparel industry, meaning that the signatory brands were liable for
inspecting and to some extent providing remediation to their supplier firms. Though not perfect,
the Accord is an important step forward in engaging domestic and international stakeholders, and
especially unions. Since its formation, the Accord has often been coined as an ‘unprecedented’
response to the Rana Plaza tragedy (Greenhouse and Harris, 2014). Within the growing literature
on Rana Plaza, especially around corporate social responsibility, the Accord has become a
subject of great interest. The Accord represents a new model of accountability in the global
supply chain as it holds the retailers responsible for working conditions in their sourcing
factories and encourages greater buyer-manufacturer interactions.
GSP Withdrawal:
42

http://bangladeshaccord.org/about/
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The Corrective Action Plan (CAP) is designed to note the fire, electrical and structural upgrades
required in factories.
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The Accord divides brands and their suppliers into three tiers, and each brand’s responsibility towards
its suppliers is dependent on the company’s total annual production from that supplier. Factories making
30 percent of more of the company’s total annual production from Bangladesh is considered Tier 1,
factories that qualify as ‘long term’ supplier is considered Tier 2, and factories with less than 10 percent
of the company’s sourcing from Bangladesh is considered Tier 3 (Evans, 2015). Brands have the highest
level of engagement with Tier 1 factories through inspections, train and worker remediation. Tier 2
factories receive inspection and remediation, and Tier 3 factories only receive ‘limited initial inspections’
but if determines as ‘high risk’ are then treated as a Tier 2 factory (Evans, 2015). This particular setup
raises concern as most ‘at risk’ factories are the ones the least amount of interaction with buyers and are
often engaged in manufacturing several small orders for a large number of firms.
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Right after the Rana Plaza tragedy, owners were concerned that their buyers would
take business out of the country and rumors about the possibility of European Union, and US
GSP withdrawals became a serious point of concern. The Generalized Systems of Preferences
(GSP) is a scheme through which a series of bilateral trade agreements allow importing
countries, like the US and countries in the EU, to give preferential treatment to certain countries
in the form of tariff breaks and duty-free status on certain products. 45 The US revoked
Bangladesh’s GSP privileges in response to the tragedy in June 2013.46 However, it is interesting
to note that the garment industry in Bangladesh was not subject to GSP preferences (Sokou and
Schneider, 2013).47 In fact, the announcement of GSP withdrawal was the culmination of a yearlong review of labor conditions in Bangladesh, initially sparked by distressing working
conditions in the country’s shrimp industry. The Rana Plaza collapse highlighted the discussion
further and pushed the US decision to withdraw.
Although the impact of the GSP withdrawal on the garment or shrimp industry is
uncertain, it served as an indicator to manufacturers and the government that improving labor
45

The GSP is recognized by the WTO, and are more commonly applied to developing nations as a
strategy to promote economic growth through increased trade. Both the US and the EU GSP can be
considered unilateral; as decisions are made provide or revoke preferential status is solely dependent on
the importing country. However, the US in known to direct more ‘aggressive’ unilateralism compared to
the EU’s ‘soft’ unilateralism (Hepple, 2005).
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The provision of the US GSP is conditional based on country’s compliance with five labor rights –
freedom of association, right to organize and bargain collectively, prohibition of forced labor, prohibition
of child labor, and the right to acceptable working condition. Compa and Vogt (2001) note that by 2001,
the US had suspended the special privilege of 13 countries on the basis of poor labor standards. In their
analysis of the effects of GSP withdrawal, Compa and Vogt labor standards are receptive to threats of
GSP withdrawal but only moderately.
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This makes the impact of the withdrawal debatable. The discussion on the effectiveness of threats of
GSP withdrawal is mixed. A large part of the literature considered GSP to be too unilateral and is a veiled
form of protectionism that can perpetuate asymmetric power play between industrialized and developing
nations (Compa and Vogt, 2001; Polaski, 2003; Trubeck and Compa, 2005). The effectiveness of such
threats and withdrawals are also criticized to promote partial improvements (Elliot and Freedman, 2003).
In addition, GSP threats and sanctions are also criticized for being motivated by factor other than labor
standards, which then creates inconsistent implementation across countries (Compa and Vogt, 2001).
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standards were a serious concern. While the US withdrawal may not create large economic costs
for the Bangladeshi garment industry, it carried serious reputational costs that could potentially
drive away foreign investment. The US suspension of GSP benefits to Bangladesh is best
understood as a symbolic gesture to the industry and the government. The GSP renewal date was
set for May 2014, but Bangladesh’s benefits are yet to be restored.
The Sustainability Compact:
After President Obama announced that the US was suspending Bangladesh’s GSP
benefits, the manufacturers and the government became wary that the European Union would
follow the same path, which would be much more devastating to Bangladesh’s economy
considering the EU accounts for 46 percent of the country’s exports and apparel is subject to
EU’s GSP benefits.48 In the midst of ongoing speculations about Bangladesh’s status as a GSP
beneficiary of the EU, the European Union came under pressure to take a clear stance on its GSP
arrangement. The announcement of the Sustainability Compact came a few weeks after the US
announced its GSP suspension. On 8 July 2013, representatives from Bangladesh, the EU, and
the ILO met in Geneva – with representatives from the industry, employers, trade unions and
other stakeholders – and agreed to what became the Sustainability Compact (Marx et al., 2015).49
The Compact committed all parties to seek reforms to improve working conditions in the
industry, including reforming the Bangladesh Labour Act, strengthening worker’s voice and
improving the Bangladeshi government’s inspection capacity (ILO, 2013b).
The Compact can be seen as the European Union’s alternate to the US GSP
withdrawal (ICTSD, 2014). The creation of the Sustainability Compact and the European
48

Under ‘Everything But Arms’.
The United States and Canada later joined the Sustainability Compact on 19 July 2013 and 27 January
2016, respectively.
49
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Union’s decision not to withdraw Bangladesh’s GSP privileges indicated that the EU was
planning to stay engaged in the sector’s improvement process and reassured owners that they
were not going to lose business, at least not anytime soon.
The Alliance:
One of the primary weaknesses of the Accord was the absence of the large American
retailers (Evans, 2015). Citing liability concerns, most American retailers chose not to join the
Accord and instead put forth their own plan in the form of the Alliance. The Alliance was
established on 10 July 2013, and the agreement was signed by a majority of the US brands,
including Wal-Mart and the Gap. Similar to the Accord, the Alliance aims to collectively
improve compliance and safety standards in the Bangladeshi garment sector. A fundamental
difference between the two regulatory bodies is the participation of unions, which is absent in the
Alliance’s framework. In addition, in 2014, the Alliance established a mechanism for
Bangladeshi factories to access ‘low-cost’ loans from the IFC (Al-Mahmood, 2014). The
Alliance was yet another signal to the stakeholders in the supply chain that there was both a need
and room for changes in how the industry operated.
The Bangladesh Labour Act 2013:
In addition to international stakeholder responses, the Bangladeshi government
amended the Bangladesh Labour Act of 2006 in response to the tragedy. The Bangladesh Labour
Act of 2013 made several improvements in the country’s labor legislation and created a greater
emphasis on occupational safety and health. The new Act was adopted on 15 July 2013. Under
the new legislation, employees no longer need approval from owners to form unions, and
factories are required to put aside 5 percent of their profits for the employee welfare fund
(Rubya, 2015). The new Act ratified ILO Conventions 87 and 98 on freedom of association and
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collective bargaining (ILO, 2013b). As the ILO notes, there were still some shorting-comings in
the new law, including a 30 percent minimum membership requirement to form unions and the
continued lack of freedom of association in EPZs. However, the Labour Act amendment was an
important achievement for the industry’s stakeholders. An observable effect of the Act was the
increased number of union registrations in the garment industry – 127 new unions registered with
the Department of Labour between 2013 and April 2014 (ILO, 2014).
The National Tripartite Plan of Action (NTPA):
The National Tripartite Plan of Action on Fire Safety in the RMG Sector (NTPA) was
signed on 24 March 2013 in response the Tazreen fire and adopted on 4 May 2013 after the Rana
Plaza collapse (ILO, 2013a). In its broadest terms, the NTPA’s plan was to improve worker
safety through ‘legislative, administrative and practical’ changes (Evans, 2015). In response to
the Rana Plaza tragedy, on 25 July 2015, the High Committee amended the Plan of Action by
incorporating structural safety and renaming the Plan as National Tripartite Plan of Action on
Fire Safety and Structural Integrity.
The Ministry of Labor and Employment (MoLE) is assigned a majority of the duties
for the initiative. The MoLE is tasked with working on labor reforms, drafting a National
Occupational Safety and Health Policy with the ILO’s aid, reviewing and updating safety and
building laws and creating a specialized task force on fire and building safety, overhauling
administrative agencies that monitor the industry, coordinating inspector training under the
Department of Inspection for Factories and Establishments, and finally, unifying government
agencies responsible for permits and licensing. The BGMEA, BKMEA, and other associations
are required to self-police the industry to supplement the process. An important aspect of the
NTPA is that it is scheduled to inspect factories that are not under the Accord or the Alliance.
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--It is unfortunate that so many workers had to face such tragic death for these
substantial responses. The Rana Plaza tragedy catalyzed and initiated the much-needed reforms
in the Bangladeshi industry. The following chapter studies the stakeholder responses within a
theoretical model to analyze better if the Rana Plaza tragedy was an end to ‘business as usual.’
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Chapter 4. Theoretical and Analytical Framework
To better understand if the Rana Plaza tragedy fundamentally changed firm attitudes to
labor regulation, I develop a three-tiered theoretical response model to study stakeholder
responses to the tragedy. The actors and their responses are drawn from Chapter 3 and placed
within the theoretical framework. The goal of this theoretical model is to assess if Rana Plaza
can be considered a turning point, and the goal of the analytical framework is to answer the
question by investigating whether the tragedy led to any change in perception of labor regulation.
The chapter is divided into three sections: definitions, the theoretical framework, and the
analytical framework. The first section establishes definitions central to the empirical strategy,
and the following section presents a theoretical model used to study responses to the Rana Plaza
tragedy. The third section discusses the analytical framework and the hypotheses for possible
mechanisms for perception change.

4.1. Definitions
Undefined terms can leave large scope for an interpretation bias. To minimize the
likelihood of such bias, I establish definitions of terms central to this thesis. The definitions are
contextualized to fit the globalized nature of the apparel industry.
Labor regulations50: Labor regulations may be established to protect the interests of
workers, and promote ‘decent work.’51 Labor regulation also serves as an intermediary between

50

Defining labor regulation is extremely important, as much of my analysis is dependent on it.
Furthermore, the survey used (the Enterprise Survey) does not define what it understands by labor
regulations. I assume the following definition of labor regulations for the rest of the thesis.
51
Good working conditions is best understood as a sum of various economic and social factors. While a
lot of these factors extend beyond workplace and labor regulations, the key idea here is to develop an
understanding of labor regulation beyond minimum wages. The ILO defines decent work as “work taking
place under conditions of freedom, equity, security and dignity”. The UN Economic and Social Council
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‘two opposing forces’ – the desire of workers for a stable and decent employment and the
pressure on employers to respond to market demands, often at the cost of worker welfare (Meyer
and Vandenberg, 2013). 52 Overall, we can understand labor regulations – in the form of
employment, workplace and industrial laws and contracts – as policies to achieve a positive
impact on workers’ welfare. While such regulations were historically in the realm of domestic
concerns, globalization ‘with its volatile mix of economic opportunity and social disruption’ has
redefined the lines of such regulations (Locke, 2013). The globalized nature of manufacturing
and the emergence of global supply chains have altered our concept of labor regulations. As
such, regulations are no longer confined to sovereign boundaries. Firms competing in the
international market are subject to corporate codes of conduct and transnational regulations
alongside domestic laws. Hence, it is constructive to understand labor regulations as a
combination of domestic, global, public and private regulations. For this reason, this thesis
adopts the understanding of labor regulations as the public and private, national and international
workplace, employment and industrial regulations that businesses are subject to.
Perception of labor regulations: Labor regulations not only affect the workforce but also
impact owners and their business decisions. Here, the perception of labor regulations will be
defined as the manufacturer’s (owners and managers) opinion of labor regulations in relation to
their firm operations.53 That is, the focus is on manufacturers’ view of labor regulations – as an
obstacle, or not an obstacle – in the context to their business. Perception is considered negative
when the manufacturer views labor regulations as an obstacle to firm operations and is seen as
defines ‘decent work in Article 7 of its Covenant as the right of everyone to the full enjoyment of just and
favorable conditions of work’.
52
The idea of ‘two opposing forces’ on its own is can be too simplistic, and can create a zero-sum
narrative of labor regulations for employers.
53
There is very little doubt about the subjective nature of the term.
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positive otherwise. As discussed in Chapter 2, the perception of labor regulations can serve as an
important indicator to assess changes after Rana Plaza as it allows us to predict the possible gap
between the new regulations and enforcement after the event. I understand this perception as a
function of firm characteristics, as well as changes in the market.
Labor regulations as an obstacle: When a manufacturer considers labor regulation to be
an obstacle, it is recognized as a negative perception. This raises the question: Under what
circumstances do manufacturers find labor regulation to be an obstacle? For this analysis, I
assume that manufacturers consider labor regulations to be an obstacle when they think of such
regulations as a burden, and as deviant from the norm. The cost of compliance is higher than that
of non-compliance in such calculations, which then increase the risk of non-compliance and
workplace violations. Major events and market pressure can lead to abrupt or gradual changes to
established perceptions, and since the Rana Plaza tragedy and the policy changes in its aftermath
are considered major events, I expect to observe a difference in perception before and after the
event.

4.2. Three-Tiered Simple Response Model
To answer if Rana Plaza has fundamentally altered perceptions of labor regulations,54 we
first need to understand the responses from different players in the industry. I use a three-tiered –
global, national and firm-level – theoretic model to analyze and compare these responses.55 Each
level has two actors, either singular or a composite of different stakeholders, and can either
respond or not respond to the tragedy. That is, each player in the model has two responses –
54

Alternative expressions include ‘wake-up call’, ‘eye-opener’, and ‘end of business as usual’. What such
expressions essentially aim to convey that the disaster changed how the business operates. In a nutshell,
the Rana Plaza has changed business practices for the long haul.
55
This was inspired by Scholz (1991) and Ayres and Braithwaite (1992).
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concerned and not concerned, and a player is said to be concerned when we can observe them
responding to the Rana Plaza tragedy. For example, formation of the Accord is considered to be
an indicator of concerned for international stakeholders. Due to the limited timeline of the survey
used in the empirical strategy, responses between April and September 2013 are considered
when discussing the outcomes.56 The model assumes perfect information among players – that is,
they are all aware of the Rana Plaza tragedy and the initiatives in its aftermath. In the model, the
Rana Plaza tragedy is considered to have a major effect when both actors show concern on all
three levels.
Each model has two actors who are either a singular stakeholder or are a group of
stakeholders. 57 For the first level, global, the two players are International and Domestic
stakeholders. In this case, each player is a composite of various stakeholders. For instance,
manufacturers, workers, national government, unions and the civil society are categorized under
Domestic. The players at the national-level are Government and Manufacturers, and at the firm
level are Manufacturers and Workers. The actors are categorized below:

56

This leaves out the changes and initiatives that took place after September. An important change in the
time period after would be the increase in minimum wage in November 2013.
57
It is also important to note that the players are also a combination of private and public stakeholders.
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Table 4.1. Players in the three-tiered response model.
Level

Players

Global

International

Actors

The international stakeholders – retailers, buyers,
consumers, global unions and foreign
governments.
Domestic
The domestic stakeholders – manufacturers,
workers, national government, unions, and civil
society.
National Government The Government of Bangladesh and the ministry
departments, directly and indirectly, concerned
with labor and employment.
Manufacturers Owners, top and mid-level management and
supervisors.
Firm
Manufacturers Owners, top and mid-level management and
supervisors.
Workers
Production workers

Notation
i
d
g

m
m
w

I hypothesize that Rana Plaza is a game changer only when we can observe responses
from all these actors. Change is understood as ‘reform and enforcement’ (r) and is considered to
be a function of responses by each player in Table 1.
r = f (Δi, Δg, Δm, Δw)

(1)

If Rana Plaza is a turning point, I expect to see responses from all actors. The absence of
a reaction from stakeholders would suggest that it is unlikely that the Rana Plaza tragedy is a
game-changer.58
Global-Level:
The globalized nature of the apparel industry makes it important to analyze the effects of
Rana Plaza on a global scale. Here, the two actors are the International and Domestic, and for the
58

Alternatively, the presence of negative reactions would also mean that the Rana Plaza is not a gamechanger. An example of negative reactions would be foreign retailers taking business out of Bangladesh.
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tragedy to be game changer, there must be reforms and implementation by both sides. For
instance, if International responds to the tragedy by forming new regulations, but the Domestic is
reluctant to enforce these changes, the effective of such reforms are reduced to a great extent. Or,
if Domestic is concerned and requests assistance from its foreign retailers to better regulate the
supply-chains but the International is not concerned, the potential for change is reduced.
Therefore, effective reform in the apparel industry is most likely when both the International and
Domestic players are concerned. Figure 4.1 illustrates this global-level model.
Figure 4.1. Global-level theoretical response model.
Domestic
Concerned

Domestic
Not Concerned

International
Concerned

Most changes
A

Some changes (d=0)
B

International
Not Concerned

Some changes (i=0)
C

No change (i=d=0)
D

Here, both International and Domestic are concerned in Outcome A. If the Rana Plaza
tragedy is has led to effective reforms, then the industry should be placed in Outcome A. In the
opposite situation where neither player is concerned, the industry should be placed in Outcome B
and the tragedy would not lead to an end to business as usual. In both Outcome B and C where
only one player is concerned, the industry is likely to see partial changes.
National-Level:
This level assumes that the international stakeholders, and that the Workers are
concerned, and the two actors in this model are the Government and the Manufacturers. For
effective change in the country’s industry, both actors need to be concerned simultaneously. It is
only with the cooperation between the two actors that the industry can change in the aftermath of
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the tragedy. An illustration of an ineffective or partial reform would be the scenario where the
Government makes legislative changes to regulate working conditions in the apparel industry,
but the Manufacturers are resistant to conforming to the new regulations. Another scenario of
ineffective reform would be one where the Manufacturers are seeking better enforcement of
regulations, but the Government is not proactive in enforcing rules. The following figure
illustrates the national-level model.
Figure 4.2. National-level theoretical response model.

Manufacturers
Concerned
Manufacturers
Not Concerned

Government
Concerned

Government
Not Concerned

Most changes
A
Some changes (m=0)
C

Some changes (g=0)
B
No change (m=g=0)
D

Similar to the global level, effective reform is only expected when both players are
concerned. Outcome A illustrates the only scenario where both the Government and the
Manufacturers are concerned. In Outcome D neither player is concerned, which then makes it
difficult to implement any responses or changes by the international stakeholders, or to address
any worker concerns. Where only one player is concerned, Outcome B and Outcome C, the scope
for change in limited. In Outcome A and B, the manufacturers are likely to make changes by
implementing OSH and labor regulations, working through problems with labor and buyers, and
accepting union activity. In Outcome A and C where the Government is concerned, it is likely
that the government is proactive in updating labor regulations, enhancing enforcement and
holding manufacturers accountable for their actions. The primary difference between the
outcomes is that in A, the Manufacturers reciprocate the responses, which then increases the
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likelihood of compliance. Alternatively, in Outcome C where the Manufacturers are not
concerned, the probability of compliance and change is limited.
Firm-Level:
This framework assumes that the international stakeholders and the domestic government
are concerned. This model is focused on the changes on the factory floor after the Rana Plaza
tragedy and asks if the Rana Plaza tragedy changed how owners comply with regulations in their
factories, how supervisors treat their production workers or how workers raise their concerns.
That is, this framework is concerned with enforcement and compliance at the factory level. The
two players in the firm-level model are the Manufacturers and the Workers. Meaningful changes
are expected when both players are concerned and take actions accordingly. Workers are likely
to show reaction through increased unionization, participation in welfare committees and through
increased interest in learning about their rights. Manufacturers may show concern by improving
workplace safety, accepting unionization without resistance and overall working to maintain a
decent work environment.59 The firm-level model is particularly important in assessing the
outcome of the Rana Plaza since, for any reform to be effective, it needs to be implemented at
the factory-level on a consistent basis. Without firm-level implementation, most regulatory
changes would lead to limited workplace improvements, if at all. Figure 4.3 illustrates the firmlevel model.

59

The idea of ‘decent work’ is established earlier in this chapter.
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Figure 4.3. Firm-level theoretical response model.

Manufacturers
Concerned
Manufacturers
Not Concerned

Workers
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Workers
Not Concerned
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A
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C

Some changes (w=0)
B
No change (m=w=0)
D

Outcome A illustrates the outcome where both actors are concerned. Here, the Workers
and the Manufacturers are cooperative and active in implementing reforms. In both Outcome B
and C, where either actor is concerned, the likelihood that Rana Plaza changes the equilibrium is
limited. For instance, in Outcome C where the Workers are concerned but the Manufacturers are
not, it is likely that workers’ demand for reform is met with resistance by factory managers. Such
acts of resistance can take the form of unlawful termination of employees or verbal and physical
harassment by supervisors. If the industry is in Outcome D after Rana Plaza, then there is no
change in the apparel factories.
For the Rana Plaza tragedy to be considered a game changer within this theoretical
framework, the apparel industry needs to be in Outcome A in each of the levels discussed. It is
only when all stakeholders are concerned that we can expect to see effective reform and
implementation in the industry. The following section discusses the Rana Plaza tragedy and
stakeholder responses to it in context to the tiered models. By doing so, I seek to rationalize the
empirical strategy needed to answer the question: Is the Rana Plaza tragedy a game changer?

4.3. The Rana Plaza Tragedy in an Analytical Framework
Studying the Rana Plaza tragedy and the stakeholder responses within the theorized
model can help predict which outcome the industry is in at each of the levels. As discussed in
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Chapter 3, the tragedy was met with responses from several stakeholders, and this section uses
those responses to place the industry in an outcome in each of the theorized models.
The Rana Plaza tragedy was met with a large number of international responses from
various international stakeholders in the form of protests, international coverage, transnational
regulatory frameworks and direct response from foreign governments. Examples of such
responses include the formation of the Accord and the Alliance, the European Union’s
Sustainability Compact and the US government’s GSP withdrawal. This means that the
International is concerned in the global-level model. Similarly, the tragedy was met by reforms
and concerns by the domestic actors – the implementation of Bangladesh Labour Act 2013 and
the formation of the NTPA by the government, increased union registration and worker demands
for better working conditions. These observable responses suggest that the Domestic player was
concerned as well, placing the post-Rana Plaza apparel industry in Outcome A within the globallevel model.
Predicting where the industry might be in the national and firm-level is more
complicated. Here, we can observe responses from the Government and Workers in several
forms, such as legislative changes from the Government and higher unionization of workers.
These responses suggest that both Government and Workers are concerned. Now, whether the
industry is in Outcome A or Outcome C at each level is dependent on Manufacturers response.
We can observe Manufacturers responses mostly in the form of their participation in other
stakeholder initiatives, but it does not necessarily tell us whether they are concerned. This
indicates that the industry can either be in Outcome A or Outcome C at the national and firmlevels of the theoretical model.
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In this theoretical framework, the tragedy can be considered a game changer only when
the industry is in Outcome A at each level. Therefore, whether or not Rana Plaza is a turning
point is dependent on the Manufacturers. To better predict where the industry is in the post-Rana
Plaza world, I turn to answer the question: Did manufacturers respond to the tragedy? The rest of
the thesis and the core empirical strategy is concerned with answering this question. To assess
whether or not manufacturers are concerned, I study to manufacturer perception of labor
regulations.60 I seek to understand how the tragedy, if at all, changed manufacturer perception of
labor regulations. A positive change, a more positive opinion of labor regulations, would indicate
that Manufacturers are concerned and would place the post-tragedy industry in Outcome A. The
absence of change or the presence of a negative change in perception would suggest that the
Rana Plaza is not a game changer.

4.4. The Rana Plaza Tragedy and Manufacturer Perception
Manufacturers have a major role in driving effective reform in the apparel industry. They
are key implementers of regulations in the factory-floor, and without regular enforcement,
changes are only effective on paper. Perception of labor regulations is a suitable indicator for this
thesis as it’s a useful proxy to account for the most workplace and industrial policies.
Understanding manufacturer perception can help us recognize how manufacturers comprehend
regulations and other forms of compliance. Do they think of regulations as an obstacle, or as

60

The reason I use perception is two-fold: It allows us to account for potential enforcement gaps, and the
availability of data. The availability of data was a crucial deciding factor in how I chose to answer the
central thesis question. Additionally, perception is an interesting indicator as it allows us to pick up
attitudes, which are often key in individual or group actions. This is further discussed in the following
section.
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necessary for business success? The compliance outcome in each case is likely to be different.
The following hypothetical case illustrates this point:61
Apparel Factory X is working on an order for a big retailer. Factory X needs to finish
production in the next two days, and to do so it must keep the machines running during
operating hours and overtime. Losing an hour of work would mean that Factory X fails to
complete the order. On the day before production completion, a fire breaks out in the
factory. The manager and the workers hear the fire alarm. Now, there can be two
scenarios: A) the manager instructs all workers to ignore the drill and continue working,
and B) the manager orders everyone to evacuate and the production to shut down until
everything is under control. In Case A, the entire factory is on fire within the next 30
minutes and over a hundred workers are dead. In Case B, the factory misses its delivery
deadline, but there are no casualties.
Case A is a scenario where the factory is only compliant under external eyes (for
example, during factory audits) and Case B is an illustration of what genuine compliance
condition would look like. In Case B, the manager is likely to understand the high cost of noncompliance than in Case A. In the two cases I assume that everything is constant except the
manager’s understanding of regulations and compliance. Within this understanding, the
enforcement of regulations and the improvement of working conditions are heavily dependent on
a positive perception of regulations among managers. Hence, understanding perception helps
predict the likelihood of regular compliance.
A movement toward a positive perception of labor regulations among manufacturers can
help avoid future industrial disasters like the Rana Plaza and the Tazreen Fire. In the case of such

61

This example is drawn from the Tazreen Fire of 2012 where over 112 workers were killed after
managers on some floors refused to allow the workers to evacuate.
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a movement, I expect to see higher compliance in the factory floors and thus, a noticeable change
in the industry.

4.5. Perception Hypotheses and Analytical Framework
I now introduce two mechanisms of a perception change, one driven by the tragedy itself
and the other driven by policy changes after the tragedy. The two primary hypotheses and the
null hypothesis for the empirical study are:
•

H1: The tragedy affected manufacturer perception of labor regulations.

•

H2: The regulatory changes after the tragedy affected manufacturer perception of labor
regulations.

•

H0: There was no change in manufacturer perception of labor regulations.
The first hypothesis, H1, states that the Rana Plaza tragedy affected manufacturer

perception of labor regulations, which could be either a rise or fall in positive perception. Here,
the null hypothesis would state that the Rana Plaza tragedy did not affect perception. The second
hypothesis, H2, states that it was the regulatory changes after the tragedy that changed
perception. H2 implies that the tragedy had an indirect effect on perception, rather than a direct
one. The following figures visualize H1 and H2:

Fig 4.4. Hypothesis 1: The Rana Plaza tragedy affected manufacturer perception of labor
regulations
Change in
perception

Tragedy
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Fig 4.5. Hypothesis 2: Policy changes affected manufacturer perception of labor regulations

Tragedy

Policy change

Change in
perception

Compliance can arise from a range of ‘affirmative and negative’ motivations (Ayres and
Braithwaite, 1992). While ‘affirmative motivations’ are usually a product of a sense of
obligation, ‘negative motivations’ tend to arise from fear of punishment. In this case, evidence
for H1 would suggest an affirmative reason for perception changes, and H2 would provide
evidence for negative motivations.62 Regardless, whether it was the tragedy or the policy changes
after that caused a shift in perception, the Rana Plaza tragedy can be considered a game-changer
if either H1 or H2 holds true.
This analytical framework of this thesis is concerned with studying the relationship
between perception and time, and detecting break dates in manufacturer perception. For H1, I
expect to see a significant difference in perception before and after the Rana Plaza tragedy, while
controlling for other factors. If the perception of labor regulation is LR, then I expect that LRpre-RP
and LRRP are different. So, the null hypothesis states:

H0: LRpre-RP – LRRP = 0

62

(2)

While it is important to acknowledge that while understanding the motivations for compliance is
important, it is beyond the scope of the empirical analysis of the thesis. The analysis does not investigate
or make claims about the type of motivation that might be effecting perception. It only seeks to
understand how certain events and policy changes impact perception.
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For H2, I expect to see significant difference in perception before and after a major
regulatory change. If the perception of labor regulation is LRpre-policy before a regulatory change
and LRpolicy after, I except that LRpre and LRRP are different. The null hypothesis states:

H0: LRpre-policy – LRpolicy = 0

(3)

The analysis works on the assumption of an unknown number of unspecified break dates.
I hypothesize the break dates by looking at the timeline of events between April and September
2013 (discussed in Chapter 3). If Rana Plaza affected perception, there should be a break around
April 24. Similarly, if any of the significant regulatory and policy changes (the Accord, the GSP
withdrawal, the Alliance, the Bangladesh Labour Act and the NTPA) affected manufacturer
perception, then there should be breaks around the time of these events. Now, I have five
potential break dates – one date for tragedy and four dates for regulatory changes. The details of
the empirical analysis are discussed in Chapter 5 under Methodology.
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Chapter 5. Data and Methodology
The dataset and the empirical strategy to analyze perceptions of labor regulations are
discussed in this chapter. The chapter is divided into two main components: 1) a discussion of
the Enterprise Survey and the key variables, and 2) the methodology where I specify the
regression models and the statistical tests. The empirical analysis is divided into three parts: 1)
multivariable regression model, 2) logit regression model and 3) statistical tests for structural
breaks. The first level of analysis aims to determine the relationship directions between
perception and date. The second level utilizes the same strategy, but with a binary dependent
variable and the third level tests for structural breaks in perception and perception means in the
timeline of the dataset.

5.1. The World Bank Enterprise Survey
The Enterprise Survey is a set of firm-level data from different countries curated by the
World Bank Group, and currently provides a rich collection of data from ‘over 130,000 firms
across 135 economies’ since 2006.63 The surveys are aimed to build representative samples for
an economy’s formal and non-agricultural private sector and are primarily used to assess
‘business and investment climate’ in different countries. Although the World Bank creates the
methodology and compiles surveys, the data are often collected via private contractors in face-toface interviews with business owners and managers.64 The criteria for interview selection are
primarily dependent on the following firm characteristics: majority private ownership, a size of

63

The Enterprise Analysis Unit (EAU), a joint unit between the World Bank and the IFC, conducts the
Enterprise Surveys.
64
The EAU notes that sometimes the survey respondent calls company accountants and human resource
managers into the interview to answer questions in the sales and labor sections of the survey.
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five employees or more, and the establishment in a major area of economic activity. The EAU
uses a stratified random sampling to select firms for the survey (“ES Methodology,” n.d.).65
A key idea behind the Enterprise Survey is to understand how firms operate and respond
to their environment, and to capture both subjective and objective data. The survey uses
standardized questionnaires contextualized to the country and the industry (manufacturing and
services). Majority of the survey questions, over 90 percent, ask objective questions concerning
firm characteristics, for example, the number of full-time workers and firm age (“ES
Methodology,” n.d). The remaining questions, about 10 percent, assess the respondent’s opinions
on obstacles to firm performance and growth, and most of these questions are recorded on a
Likert scale.66 The range of topics covered in the survey provides a unique scope to observe firm
variations – both observable characteristics and perceptions – between and within countries, and
gives us the opportunity to ask questions around the areas of firm operations and perceptions.
Additionally, the Enterprise Survey prioritizes interviewing the same firms across time (about 34 years apart) to build panel datasets, and thus allows researchers to analyze the trends over time.
As this thesis seeks to study firm perceptions of labor regulations, specifically within the
apparel and export industries, this combination of objective and subjective data in an Enterprise
Survey dataset allows me to capture opinions in the context of firm characteristics.67 The date
variables allow me to treat a single dataset as a time-series.

65

The strata for the ES are firm size (small, medium and large), business sector and geographic location
within the country. The sector breakdown is manufacturing, retail and services, with sub-sectors for larger
economies. A detail of the sampling and weighting process is available under the ‘Methodology’ for the
Enterprise Survey: http://www.enterprisesurveys.org/methodology.
66
The scale used is as follows: No obstacle (0), Minor obstacle (1), Moderate obstacle (2), Major obstacle
(3), Very severe obstacle (4), Don’t know (-9) and Does not apply (-7).
67
Furthermore, the availability of the raw survey data makes it easy to access and manipulate
accordingly.
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5.2. The Dataset: Bangladesh 2013 Enterprise Survey
To date, the World Bank has conducted two complete Enterprise Surveys (2007 and
2013) and one interim survey (2011) in Bangladesh. The raw datasets are available, both
individually and as a panel. This thesis uses the 2013 survey data for the empirical analysis since
the timeline of the data collection falls within the period of interest. The interviews for the
Bangladesh 2013 Enterprise Survey were conducted from April to September of 2013. As I am
interested in testing for differences in perception and potential structural breaks, this timeline
allows me to analyze the change in context to the Rana Plaza tragedy and the major regulatory
changes.
The 2013 Bangladesh Enterprise Survey provides ‘a representative sample’ of the private
sector of the Bangladesh’s economy and data from 1,442 firms. The Nielsen Company
Bangladesh Limited conducted the interviews between April 4 and September 9, 2013. To
prepare the dataset for the empirical analysis, I drop 16 observations with unclear responses –
don’t know and does not apply – to my key dependent variable.68 The trimmed dataset now has
1,426 observations. The following data summaries and analysis are based on the trimmed
dataset.

68

This is later discussed when presenting the key dependent variable.
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Figure 5.1. Frequency of interviews by month in the Bangladesh 2013 Enterprise Survey.
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About 82 percent of the firms interviewed are engaged in some form of manufacturing.
The rest is roughly evenly split among other sectors – 138 in services and 130 in retail. Majority
of the firms interviewed, about 62 percent, are located in the capital city, Dhaka. This is
expected, as the city is the central hub for the country’s commercial activity. Firms with 5-19
employees are categorized as small, 20-99 employees as medium and firms with 100 or more
employees are considered large. The dataset has a high number of small firms, followed by
medium and large. About 14 percent of the firms are fully export-oriented, and about 26 percent
engage in some form of export activity. To account for firms engaged in export activities – both
direct and indirect – I create the dummy export. Regarding firm location, 63 are located in an
Export Processing Zone (EPZ), 131 are in an Industrial Park (IP), and the majority remaining
operates outside. The average age of firms interviewed is 21 years, while the average year of
managerial experience is about 19 years. The dataset is summarized in Table 5.1.
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Table 5.1. Summary statistics of firm characteristics.
Characteristic

Frequency

Size of the firm
Small

562

Medium

487

Large

377

Region
Dhaka

885

Chittagong
Khulna

319

Rajshahi

112

110

Export Activity
100 % of sales in direct exports

206

100 % of sales in indirect exports

56

Export (dummy)

364

Firm Location
EPZ

63

Industrial Park

131

Industry and Sector
Garment

186

Textile

161

Other Manufacturing

820

Services

138

Retail

130

Age of the firm
0-4 years

71

5-9 years

157

10-19 years

453

20+ years

745

Managerial Experience
0-4 years

71

5-9 years

157

10-19 years

480

20+ years

718

Average Years of Education of Production Worker
0-3 years

108

4-6 years

433

7-9 years

488

10-12 years

117

13+ years

8
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Analyzing the perception-related responses from the survey is helpful in understanding
which firms in Bangladesh consider their biggest obstacle to business. Table 5.2 summarizes
firm responses to what they see as the biggest obstacle to their firm operations. The respondents
are shown a card listing the ‘elements of the business environment’ and are asked to rank the
biggest obstacle faced by the firm.69 ‘Political instability,’ ‘electricity,’ and ‘access to finance’
are the top three cited obstacles, while only 7 firms consider ‘labor regulations’ as the biggest
obstacle to their establishment.

Table 5.2. Summary of responses to: Which of the elements of the business environment
currently represents the biggest obstacle faced by the establishment.
Biggest Obstacle Affecting the
Operation Of This Establishment
Political instability
Electricity
Access to finance
Corruption
Inadequately educated workforce
Access to land
Tax rates
Customs and trade regulations
Practices of competitors in the informal market
Crime, theft and disorder
Transport
Business licensing and permits
Labor regulations
Tax administration
Don’t know
Does not apply
Total

69

Survey question in Appendix A.

57

Frequency

Percent

519
364
237
76
62
37
32
24
20
13
13
10
9
7
2
1
1,426

36.4
25.53
16.62
5.33
4.35
2.59
2.24
1.68
1.4
0.91
0.91
0.7
0.63
0.49
0.14
0.07
100

The survey also asks individual opinion questions regarding various regulatory and
operational factors around a business, such as access to finance and access to land. The questions
are phrased as: To what degree is ‘X’ an obstacle to the current operations of this establishment?
Here, ‘X’ is the regulation or business aspect of concern. The responses are recorded on a Likert
scale of 0 to 4, with 0 being ‘no obstacle’. Firms can also respond by saying ‘does not apply’ and
‘don’t know’. Due to a lack of interpretation of the latter two responses, I exclude them when
analyzing the data and computing summary statistics.
A higher mean for responses to the perception questions suggests that the variable ‘X’ is
more commonly considered as an obstacle. The perception responses are summarized in Table
5.3. ‘Political instability,’ ‘electricity,’ and ‘corruption’ have the highest means, suggesting that
firms generally categorize these variables as an obstacle. The variables, ‘labor regulations’ and
‘telecommunications’, have the lowest average perception. This implies that firms, on average,
do not categorize these variables as a major obstacle. Table 5.3 also summarizes the separate
mean perceptions in the garment and textile sectors. Similar to the overall average, the garment
and textile sector have the highest mean perceptions in ‘political instability,’ ‘electricity,’ and
‘corruption.’
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Table 5.3. Summary of obstacle perceptions.
How much of an obstacle is ‘X’ to business operations:

Infrastructure and Services
Electricity
Telecommunications
Transport
Customs and trade regulations
Degree of Competition
Practices of competitors in the informal sector
Land and Permits
Access to land
Crime
Crime theft and disorder
Finance
Access to finance
Business-Government Relations
Tax rates
Tax administration
Business licensing and permits
Political instability
Corruption
Courts
Labor
Labor regulations
Inadequately educated workforce
Sales and Services
For exporting firms or firms considering to export
Price competitiveness in export markets
Production capacity to meet order quantities and delivery dates
Import regulations and non-tariff barriers in export markets
Transportation and delivery of raw materials and inputs used in
production
Transportation and delivery of exported goods
Meeting export market product specifications and requirements

Mean Perception
Overall

Garment

Textile

2.45
0.4
1.5
1.15

2.57
0.48
1.48
1.3

2.42
0.32
1.55
1.12

0.97

0.61

1.44

1.66

1.79

1.91

0.98

1.07

1.34

1.8

1.6

2.02

1.23
1.29
0.97
2.94
2.13
1.23

1.23
1.49
1.14
3.19
2.37
1.32

1.07
1.37
1.21
3.03
2.42
1.39

0.82
1.39

0.91
1.77

0.98
1.4

1.54
1.26
1.38
1.27

1.58
1.43
1.44
1.3

1.66
1.1
1.37
1.24

1.14
1.09

1.21
1.09

1.17
0.98

Although looking at what firms consider to be a major obstacle on a comparative scale is
useful in understanding the ‘business environment,’ it fails to capture certain facets within
individual ‘obstacle’ of interest. For instance, when comparing the two variables with the lowest
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mean perceptions – labor regulations and telecommunications – it becomes evident that the
distribution of answers on the scale is quite different. About 72 percent of the firms interviewed
consider telecommunications as ‘no obstacle’, whereas only about 41 percent of firms categorize
labor regulations as ‘no obstacle’. Also, although only about 5 percent of the respondents
considered ‘corruption’ as their biggest obstacle and about 17 percent considered it to be a severe
obstacle, around 60 per cent of firms reported that they came across requests for informal
payments or gifts when they were trying to obtain an operating license (World Bank, 2013). For
these reasons, it is worthwhile to analyze these perception variables individually.

5.3. Key Dependent Variable: Perception of Labor Regulations
The subjective questions related to business obstacles are suitable in exploring changes in
perceptions. As I am concerned with labor, the primary variable of interest is the firm perception
of labor regulations, and more precisely, the perception of labor regulation as an obstacle. Before
moving forward, it is important to understand the caveat surrounding the question itself. The
questionnaire does not specify what it means by ‘labor regulations’, and hence leaves scope for
an interpretation bias. For this thesis, I will assume that the respondents understand labor
regulations on an equal level. That is, I assume that respondents understand ‘labor regulations’ as
both public and private labor regulations involving working hours, wages, factory conditions and
so on, that they are subject to.70
The key dependent variable, the perception of labor regulations, is adopted from
responses to the question: To what extent are labor regulations an obstacle to current operations

70

The understanding of ‘labor regulations’ in this thesis is established under definitions. Alternatively, the
interviewees may have perceived the question only in context to domestic regulations.
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of this establishment?71 As with most of the survey perception questions, the interviewees are
given 7 categories, and the responses were recorded on a scale of -9 to 4. The categories and the
Likert scale are illustrated in the table below:
Table 5.4. Likert scale for labor regulations as an obstacle to firm operations
To what degree are labor
regulations an obstacle to
the current operations of
this establishment?

Does
not
apply

Don’t
know

No
obstacle

Minor
obstacle

Major
obstacle

Moderate
obstacle

Very
Severe
obstacle

-9

-7

0

1

2

3

4

Value assigned

Firms responding with ‘does not apply’ and ‘don’t know’ are dropped due to the ambiguity of
their answers.72 Now, the scale ranges from 0 to 4, with a lower value suggesting a neutral
perception of labor regulations and the responses are recorded as Perception. The dependent
variable, Perception, is illustrated in Figure 5.2 and is summarized by firm characteristics in
Table 5.5.
Figure 5.2. Summary of the dependent variable, Perception.
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Appendix B.
This lowers the number of observations from 1,442 to 1,426 as mentioned earlier in the chapter.
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Table 5.5. Perception and Obstacle means by firm characteristics
Firm Characteristic

Mean
0-4

Dummy
mean

Overall
Small
Medium
Large
Dhaka
Export (dummy)
EPZ
Industrial Park
Garment
Textile
Other Manufacturing
Services
Retail

0.82
0.78
0.83
0.84
0.86
0.83
0.83
0.60
0.91
0.98
0.81
0.75
0.65

0.54
0.50
0.55
0.58
0.54
0.59
0.57
0.41
0.64
0.69
0.52
0.45
0.40

About 46 percent of the firms interviewed do not consider labor regulation to be an
obstacle to firm operations. That is, about 46 percent of the firms respond with ‘no obstacle’. The
mean Perception (µp) is 0.82, with a standard deviation (σp) of 0.89. Table 5.5 also illustrates the
means by certain firm characteristics and offers an idea of how perception might vary across
different categories.73 The retail sector has the lowest mean (0.6) across the industry categories,
whereas textile firms have the highest (0.98), followed by garment firms (0.91). Small firms have
a lower mean (0.78) compared to the medium and large firms and the overall average. Firms
located in Industrial Parks have a lower mean (0.6) compared to firms in EPZs (0.83). In the firm
categories mentioned, most have an average perception similar to the overall dataset average.
Only categories retail, garment, textile, and industrial park have averages significantly different

73

These values are only helpful in understanding the perception average by categories of firm
characteristics.
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from the overall average by over 0.1 points, and among them, only garment and textile score
higher than the average.
Although the Likert scale is helpful in understanding perception to a varying degree, it
leaves scope for an interpretation bias. To reduce the measurement error due to bias, I adopt a
method of standardizing the response categories (Faikh and Ghazalian, 2015; Meyer and
Vandenberg, 2013). Meyer and Vandenberg (2013) combine the categories ‘moderate’, ‘major’
and ‘very severe’ as their obstacle dummy. However, for this analysis, I code the binanry
variable, Obstacle, as a composite of ‘minor’, ‘moderate’, ‘major’ and ‘very severe’ as within all
these categories the firms consider labor regulation to be an obstacle to some extent.74 That is,
any response other than ‘no obstacle’ is coded as Obstacle. This is shown below:

Table 5.6. Obstacle dummy for perceived level of labor regulation.
Perception

Obstacle

No Obstacle and Minor Obstacle
(Perception < 1)

0

Moderate, Major and Very Severe Obstacle
(Perception ≥1)

1

74

How I categorize ‘minor obstacle’ affects the distribution of firms considering labor regulations to be
an obstacle. If ‘minor’ is categorized with obstacle, then about 54 percent firms consider labor regulation
to be an obstacle. Whereas, when I code ‘minor’ with ‘no obstacle’, about 24 percent of firms consider
labor regulations to be an obstacle. In addition, Appendix C and D show regression results with
differently coded binary DVs.
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Fig 5.3. Summary of the Obstacle dummy.
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Now, I have the dependent variable in two formats – as a continuous variable
(Perception) and as a binary outcome (Obstacle). The empirical strategy conducts the same
regressions and tests with the two forms of dependent variables. The preliminary empirical
models are characterized below by the following regression equations, where P and O* are the
dependent variables, X is the set of firm characteristics and ε is the error term.
OLS regression model: This model uses Perception (P) as the dependent variable.
Perception is kept as a scale and ranges from 0 (no obstacle) to 4 (severe obstacle). That is, a
higher value implies a greater concern with labor regulation.
𝑃𝑒𝑟𝑐𝑒𝑝𝑡𝑖𝑜𝑛: 𝑃𝑖 = 𝛼 + 𝛽 𝑋𝑖 + 𝜀𝑖

(5.1)

Standardized logistic regression model: This model employs the same empirical strategy
as in the previous model, but with the binary dependent variable, Obstacle (O*).
𝑂𝑏𝑠𝑡𝑎𝑐𝑙𝑒: 𝑂𝑖 ∗ = 𝛼 + 𝛽𝑋𝑖 + 𝜀𝑖

(5.2)

The following section discusses the firm characteristics that are likely to affect firm
perceptions, and thus, should be controlled for. The variables are drawn from the literature on
firm perception of labor regulations.
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5.4. Firm Characteristics
Perceived levels of labor regulation are not random but are dependent on firm
characteristics and domestic and global events. This has an important implication – while some
firms in a country may see labor regulation as an obstacle, others will not. For instance, it is
plausible that two firms operating in the same industry, but with different export status will
perceive labor regulations differently. After running preliminary correlation tests and regressions
and consulting the literature review, I control for the following set of firm characteristics in my
regression models:
Table 5.7. Summary of firm characteristics in regression model.
Firm Characteristics

Mean

Std. Dev.

Min

Max

Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Experience
Age
Average production
worker education

0.13
0.11
1.96
0.26
0.62
0.04
0.09
19.74
21.1

0.34
0.32
0.81
0.44
0.49
0.21
0.29
10.7
13.7

0
0
1
0
0
0
0
1
1

1
1
3
1
1
1
1
60
124

6.64

2.32

0

16

Industry and sector: A firm’s employment structure and required labor standards are
dependent on the sector it operates in. It is likely that labor-intensive manufacturing firms will
perceive the same labor regulations differently from a firm in a capital-intensive manufacturing
firm. Labor-intensive productions with fluctuating business cycles may prefer a higher degree of
flexibility in employment decisions, and firms in such sectors may perceive labor regulations
differently relative to other sectors (Mayer and Vandenberg, 2013). This hypothesis is
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particularly important for the apparel industry, as its production process is largely dependent on
changing market demands. For this, I include two apparel sector dummies – garment and textile
– in the regression model.
Firm Size: Several studies link firm size and perception of labor regulations (Gelb et al.
2007; Hallward –Driemeier and Atreido, 2009; Clarke, 2010; Vargas, 2012), but have found
variations in their relationship. To control for firm size, I introduce the ordered discrete variable
size coded as small (1), medium (2) and large (3).75
Export status: Exporting firms are often subject to different or additional regulations for
non-exporting firms. This can affect their perception in two ways – exporting firms may either
view labor regulations as an obstacle that limits their production flexibility, or they may perceive
such regulations as a regular part of their business practice and not view them as an obstacle. To
account for the observed heterogeneity with respect to export activities, I introduce the export
dummy for firms reporting any form direct or indirect exporting activities as a fraction of their
sales.
Dhaka: I introduce the dummy variable, Dhaka, to control for any heterogeneity in
perception due to geographic location. A large strand of the literature understands negative
perception as an outcome of stronger enforcement, and thus firms in the capital, where
enforcement is higher, are expected to perceive labor regulations as an obstacle.
Firm Location: The literature and discussion surrounding the Bangladeshi apparel
industry suggest considerable difference among garment factories operating within and outside

75

To preserve the degrees of freedom in the later parts of the analysis, I introduce the variable as an
ordered discrete and not as a binary discrete variable. I ran regressions with firm size as both binary
dummies and as an ordered discrete and find that it does not make a large difference. Larger firms are
more likely to perceive labor regulations as an obstacle in both cases.
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of Export Processing Zones (EPZs). Additionally, factories operating in EPZs are subject to
different, often more lenient, labor regulations than those operating outside. For instance, firms
in EPZs are not subject to the same legislated collective bargaining protections as compared to
firms that operate outside of EPZs. The ES data allow us to account for firms working in three
different locations: EPZ, Industrial Parks (IPs) and other. For firm location, I introduce the
dummies EPZ for firms located in such specialized zones, and IP for firms located in industrial
parks.
Managerial Experience: Higher managerial experience is likely to be associated with
better ability to handle the workplace, and hence affect their perception of labor regulations. To
account for this, I introduce the continuous variable, manager experience computed from
responses to ‘how many years of experience working in this sector does the top manager have.’
Age: The number of years of operation might affect firm perception of regulations
(Bartelsman et al., 2010). Older firms are likely to have more experience working with such
regulations and therefore, and may have a more positive perception of labor regulation.
Alternatively, older firms may exhibit negative perceptions if they are resistant to changes in
labor regulations (for example, stronger enforcement, change in bargaining rights, and so on).
Age is computed as the number of years between the firm’s establishment year and 2013 and is
introduced as a continuous variable in the regressions.76 About 57 percent of the firms in the
dataset have been in operation for 20 years or less.
Average educational attainment of production worker: The average educational
attainment of workers captures the sector’s worker demography, and is important as it may affect

76

This variable assumes a linear relationship. This is unlikely in reality but is adopted as such to simplify
the empirical analysis.
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the relationship between workers and supervisors/managers on the factory level (Meyer and
Vandenberg, 2013). Firms with lower average educational attainment are more likely to perceive
labor regulation as an obstacle. For this, I include the variable worker education for the average
years of education of a production worker. Worker education has a mean of about 7 years with a
standard deviation of 2.31.
After introducing the variables for firm characteristics, I have the following regression
equations:
𝑃 = 𝛼 + 𝛽1 𝑔𝑎𝑟𝑚𝑒𝑛𝑡 + 𝛽2 𝑡𝑒𝑥𝑡𝑖𝑙𝑒 + 𝛽4 𝑠𝑖𝑧𝑒 + 𝛽5 𝑒𝑥𝑝𝑜𝑟𝑡 +
𝛽6 𝑑ℎ𝑎𝑘𝑎 + 𝛽7 𝑒𝑝𝑧 + 𝛽8 𝑖𝑝 + 𝛽10 𝑚𝑎𝑛𝑎𝑔𝑒𝑟 𝑒𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒 +
𝛽9 𝑎𝑔𝑒 + 𝛽10 𝑤𝑜𝑟𝑘𝑒𝑟 𝑒𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛 + 𝜀
(5.3)
𝑂 ∗ = 𝛼 + 𝛽1 (𝑔𝑎𝑟𝑚𝑒𝑛𝑡) + 𝛽2 (𝑡𝑒𝑥𝑡𝑖𝑙𝑒) + 𝛽4 (𝑠𝑖𝑧𝑒) + 𝛽5 (𝑒𝑥𝑝𝑜𝑟𝑡) +
𝛽6 (𝑑ℎ𝑎𝑘𝑎) + 𝛽7 (𝑒𝑝𝑧) + 𝛽8 (𝑖𝑝) + 𝛽10 (𝑚𝑎𝑛𝑎𝑔𝑒𝑟 𝑒𝑥𝑝𝑒𝑟𝑖𝑒𝑛𝑐𝑒) +
𝛽9 (𝑎𝑔𝑒) + 𝛽10 (𝑤𝑜𝑟𝑘𝑒𝑟 𝑒𝑑𝑢𝑐𝑎𝑡𝑖𝑜𝑛) + 𝜀
(5.4)

The firm characteristic variables are noted as ‘X’ in the following regression models.
Now that I have established perception as dependent on firm characteristics, in the following
section, I add a time component and start treating the dataset as a time-series.

5.5. The Rana Plaza Tragedy and Regulatory Changes
Although individual Enterprise Survey datasets are commonly treated as cross-sectional
data, the variables day, month and year allow us to treat a single dataset as a time-series. As
‘date’ is a key element of the empirical strategy, I create the variable date using the day, month
and year variables in the dataset and store it in ‘elapsed date’ format. This is summarized in
Table 5.8.
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Table 5.8. Summary of the variable date.
Variable
Date
Month

Mean

Std. Dev.

Min

Max

19523
14 June

35.4

19456

19610

5.9

1.124

4

9

The date variable allows us to generate the key event variables for the empirical analysis.
I create the event variables in two forms: 1) as a dummy variable, and 2) as a continuous ‘days
since’ variable. The dummy variable captures observations on or after the day of an individual
event. For example, the Rana Plaza dummy, RP, captures all observations from 24 April and
after. The continuous variables are coded as the number of the days between the nth observation
and the event and are calculated by subtracting date (n) from date (event).77 In addition, I create
interaction terms for the event dummies and the ‘days since’ variable for each event and for the
RP dummy and ‘days since’. The variables are summarized below:

77

This is only for date (n) ≥ date (event), and can therefore only take positive values.
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Table 5.9. Key events as dummy and discrete variables.
Event

Event Dummy

Event Discrete

Dummy
x Discrete

Rana Plaza
24 April

RP
(date ≥ 19472)

day_sinceRP
(date – 19472)

rpxday

RP x days since
event
-

Policy and Regulatory Changes
Accord
13 May

acc
(date ≥ 19491)

day_sinceACC
(date – 19491)

accxday

RP_daysinceACC

GSP Suspension
27 June

gsp
(date ≥ 19536)

day_sinceGSP
(date – 19536)

gspxday

RP_daysincGSP

Alliance
10July

all
(date ≥ 19549)

day_sinceALL
(date – 19549)

allxday

RP_daysinceALL

Bangladesh Labour Act
2013
15 July

law
date ≥ 19554

day_sincelaw
(date – 19554)

lawxday

RP_daysincelaw

National Tripartite Plan of
Action
25 July

ntpa
date ≥ 19564

day_sincentpa
(date – 19564)

ntpaxday

RP_daysincentpa

In the following regression models, I introduce the key event variables to test my
hypothesis. The models are specified below:
I. OLS regressions with Perception as the dependent variable with Rana Plaza and
regulatory changes:
𝑃 = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 𝑅𝑃 + 𝜀

(5.5)

𝑃 = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝑅𝑃) + 𝜀

(5.6)

𝑃 = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝑅𝑃) + 𝜀

(5.7)

After introducing the policy changes, I have the following equations:
𝑃 = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝐴𝐶𝐶) + 𝜀

(5.8)

𝑃 = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝐺𝑆𝑃) + 𝜀

(5.9)
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𝑃 = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝐴𝐿𝐿) + 𝜀

(5.10)

𝑃 = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝑙𝑎𝑤) + 𝜀

(5.11)

𝑃 = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝑛𝑡𝑝𝑎) + 𝜀

(5.12)

II. Logistic regressions with Obstacle as the binary dependent variable.
𝑂 ∗ = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 𝑅𝑃 + 𝜀

(5.13)

𝑂 ∗ = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝑅𝑃) + 𝜀

(5.14)

𝑂 ∗ = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝑅𝑃) + 𝜀

(5.15)

𝑂 ∗ = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝐴𝐶𝐶) + 𝜀

(5.16)

𝑂 ∗ = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝐺𝑆𝑃) + 𝜀

(5.17)

𝑂 ∗ = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝐴𝐿𝐿) + 𝜀

(5.18)

𝑂 ∗ = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝑙𝑎𝑤) + 𝜀

(5.19)

𝑂 ∗ = 𝛼 + 𝛽𝑥 (𝑋) + 𝛽𝑟𝑝 (𝑅𝑃) + 𝛽𝑑 (𝑑𝑎𝑦_𝑠𝑖𝑛𝑐𝑒𝑛𝑡𝑝𝑎) + 𝜀

(5.20)

Analyzing the coefficients of these event variables will allow us to observe how
perception interacts with date and hence, the events. To evaluate if the interaction between date
and perception of labor regulation is unique, I run control regressions with different perception
questions – access to land, political instability, courts, and telecommunications – as the
dependent variable in the OLS regression model with the Rana Plaza variables. The choice of
control perceptions is deliberate. I choose ‘access to land’ and ‘telecommunications’ because
there were negligible changes in policies regarding either during the period of concern, and these
perceptions are likely to change over longer periods of time, especially telecommunications. I
pick perceptions of ‘political instability’ and ‘courts’ as controls because these are more sensitive
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to short-term events and changes in institutions and policies. A lack of significant interaction
between the control perceptions and the date variables would further strengthen the argument
that the change is perception is unique to labor regulations.
After studying the coefficients, I turn to test for structural breaks in perception. The key
idea behind these tests is to understand further when perceptions began to change, and more
explicitly, to analyze events that may have led to changes in perception.

5.6. Tests for Structural Breaks
Although the regression models allow us to get an overall idea about perception in
different time periods, they do little to suggest the presence of structural breaks. For a more
robust understanding of change in perception, I employ tests for structural breaks. For this
analysis, I assume an unknown number of breaks and unknown break dates. The analysis is split
into three steps. The first two steps: the two-sample t-tests and the Quandt-Likelihood Ratio
(QLR) test for intercept change. The third step tests for coefficient stability with the estimated
dates.
Difference-in-means tests:
In the first step, I use a two-sample t-test for each date in the dataset. This test computes
the difference in perception means and tests the null hypothesis that the difference in mean
before and after a particular date is not statistically significant. For the test, I then create dummy
variables, tn, for each date observed in the dataset. Here, tn is coded as ‘1’ for observations on
and after the nth date. The null hypothesis states:
𝐻𝑜: 𝜇 𝑝𝑒𝑟𝑐𝑒𝑝𝑡𝑖𝑜𝑛 𝑡0 – 𝜇 𝑝𝑒𝑟𝑐𝑒𝑝𝑡𝑖𝑜𝑛 (𝑡𝑛) = 0
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The dates with highest t-statistics are the points at which the before and after perception
means have the greatest difference, and thus, the null hypothesis is most likely to be rejected. I
plot the t-statistics against date and key event, and pay particular attention to the trends in
differences and the peaks. This provides a general idea of the movement in the perception of
labor regulations.
Test for change in intercept:
In this step, I am interested in finding the break date for a change in the intercept. This
step tests for the constancy of the intercept, while other coefficients are assumed to be constant.78
I use the QLR statistic, a modified Chow test, to compute the break date. 79 The QLR statistic is
essentially the largest of many F-statistics computed over a range of dates, τ0 and τ1 (Stock and
Watson, 2007, p. 567).
𝑄𝐿𝑅 = 𝑚𝑎𝑥 (𝐹(𝜏0), 𝐹(𝜏0 + 1), … , 𝐹(𝜏1))
The endpoints τ0 and τ1 of the potential break date range cannot be too close to the
beginning or the end of the sample, and hence, the dataset needs to be trimmed (Stock and
Watson, 2007, p. 567). I trim the dataset by 15 percent and get the endpoints τ0 = 0.15(date) and
τ1=0.85(date), rounded to the nearest integer. Here, the τ0 is 19478 (30 April), and τ1 is 19587
(17 August). Now, all dates between 30 April and 17 August are treated as potential break dates.
I create dummy variables for each date within the trimmed sample, and the potential break date
dummies are coded as breakdaten ≥ daten over the range τ0 ≤ τ ≤ τ1. This gives me 110 potential

78
79

This is essentially a fixed-effect model
Also known as the sup-Wald statistic.
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break dates.80 The F-statistic for intercept change is computed for break dates in the central 70
percent of the sample.
The critical values are taken from Andrews (1993) for the hypothesis testing (Stock and
Watson, 2007, p. 567). If the highest F-statistic, the QLR, is higher than the Andrews critical
value, then there is a break within the range tested.81 The date corresponding to the highest Fstatistic is the estimated break date, τ.
Tests for coefficient stability:
Now that I have an estimated break date and dates of interest from the previous steps, I
am interested in testing for coefficient stability in this part of the analysis. For each date of
interest, tn, I test for stability in the coefficients of the firm characteristics garment, textile, export
and EPZ using the Chow test. I create interaction terms for the dates of interest and the firm
characteristics. For example, if my date of interest is tn, I generate the interaction terms for tn and
X1,..n.
𝑃 = 𝛼 + 𝛽𝑥 𝑋 + 𝛽𝑛 𝑡𝑛 + 𝛾1 𝑡𝑛 ∗ 𝑋1 + … . . + 𝛾𝑛 𝑡𝑛 ∗ 𝑋𝑛 + 𝜀 (5.21)
Here, the null hypothesis states that the coefficients for the interaction terms are zero. If
there is a break in any of the coefficients, then the null is rejected. The null hypothesis states:
𝐻0 ∶ 𝛾1 = … . = 𝛾𝑛 = 0

80

As Hansen (2001) states, I now adopt the role of a ‘devilish trickster’ willing to go to any extreme to
prove the existence of a structural break in perception.
81
The QLR statistic also rejects the null hypothesis with a high probability when there are multiple
discrete breaks or a slow evolution of the regression function. For this reason, when the QLR statistic
rejects the null hypothesis, it can mean that there is a single discrete break, multiple discrete breaks or
there is a slow evolution of the regression function (Stock and Watson, 2009, p. 569). I refer back to the
two-sample t-test to have a better understanding of the number of breaks in the sample.
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The key idea behind this step is to understand better if particular types of firms are
reacting more significantly to the events. For example, if my estimated break date is after the
formation of the Accord, but before any of the other policy changes, I expect to see garment,
textile and export firms reacting more significantly than others.
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Chapter 6. Results and Discussion
Following the empirical strategy described in Chapter 5, the analysis is divided into two
parts. The first section is concerned with the base regressions and regressions with the key event
variables. The second part of the analysis is concerned with testing for structural breaks, more
precisely, the t-tests and the F-tests, and breaks in some of the regression coefficients. Results
from both sections are taken into account when discussing how the Rana Plaza tragedy and the
regulatory changes affected perceptions of labor regulations.

6.1. Base Regression Results
To build an understanding of how different firm characteristics affect the perception of
labor regulations, the key dependent variables, Perception and Obstacle, are first regressed on
the set of firm variables stated in Chapter 5. The results from the regressions are displayed in
Table 6.1. Column 1 presents the estimation results using the OLS model, with Perception as the
dependent variable, and Column 2 presents the results from the Logit model, with Obstacle as
the dependent variable.
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Table 6.1. Base regression results with Perception and Obstacle as the dependent variables.

Variables
Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Experience
Age
Average education of
production worker
Constant

(1)
OLS
Perception

(2)
Logit
Obstacle

0.129
(0.0852)
0.139*
(0.0800)
0.00372
(0.0402)
-0.0681
(0.0750)
0.134**
(0.0572)
0.210
(0.133)
-0.221**
(0.0881)
-0.00804***
(0.00278)
0.00415*
(0.00218)
-0.0288**

0.511**
(0.202)
0.761***
(0.196)
0.00568
(0.0935)
-0.0372
(0.175)
0.0312
(0.133)
0.401
(0.323)
-0.635***
(0.205)
-0.0204***
(0.00653)
0.0104**
(0.00515)
-0.00882

(0.0119)
1.029***
(0.114)

(0.0277)
0.392
(0.266)

1,146
0.033

1,146

Observations
R-Squared

Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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The OLS regression shows a few statistically significant results. The coefficients for both
the garment and the textile dummies are positive, but only textile is statistically significant at the
10% level. This means that firms in the textile sector hold an overall more negative view of labor
regulations than in other sectors. Size has a positive coefficient but is not statistically significant.
Export has a negative relation with Perception but is not statistically significant. Firms in the
capital, Dhaka, perceive labor regulations to be an obstacle compared to those in other
geographic locations. This finding is consistent with the literature suggesting that higher
implementation in the capital presents labor regulations as more of an obstacle. The coefficient
of the Dhaka dummy is positive and statistically significant at the 5% level. The results show a
positive relation between Age and Perception, suggesting that older firms hold more negative
views on perception as compared to younger firms. This relation is statistically significant at the
10% level.
Firms in EPZs considered labor regulations an obstacle, but the relationship is not
statistically significant. Firms in Industrial Parks hold a more positive view of labor regulations,
statistically significant at the 5% level. It is interesting to note that labor regulations are more
‘relaxed’ or ‘less stringent’ in EPZs compared to other locations. An explanation for this could
potentially be the general negative discourse among actors within EPZ even when they are
subject to fewer regulations than factories operating outside.
Consistent with the hypothesis, firms with more experienced top managers and midmanagers are more likely to perceive labor regulations more positively. Years of managerial
experience, manager experience, are negatively and significantly correlated with Perception at
the 1% level. Firms with higher average years of education of a typical production worker also
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hold better perceptions of labor regulations, and the variable, worker education, is statistically
significant at the 5% level.
Column 2 of Table 6.1 displays the estimates from the logit model with Obstacle as the
dependent variable. All independent variables have the same relations with the dependent
variable,82 but some have different significance levels. Both garment and textile are positively
correlated with Obstacle, the first is significant at the 5% level and the latter at the 1% level.
Dhaka has a positive coefficient but loses statistical significance. IP is still negatively correlated
but gains significance. Age is positively correlated, and gains significance. The coefficient for
worker education is negative but is no longer statistically significant. Comparing the gain or loss
of statistical significance between Column 1 and 2 shows that garment and textile firms are more
likely than firms in other industries to perceive labor regulations as a ‘minor obstacle’.
The base regression estimates illustrate some important relations between the firm
characteristics and the perception of labor regulations. To summarize, significant positive
correlations from base OLS regression include textile, Dhaka and age, and significant negative
correlations include IP, years of manager experience and worker education. In the logit model,
the significant positive correlations are garment, textile and age, and the significant negative
correlations are IP and manager experience.

6.2. Regression Results with Key Event Variables
Regression results with Rana Plaza variables:
This part of the analysis adds the key event variable, the Rana Plaza tragedy, to the base
regression model. The Rana Plaza dummy is added in the first regression, and the days since

82

That is, there is no change in the direction of correlation of variables in the OLS and the Logit models.
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Rana Plaza variable in the second regression. The last regression uses both the dummy and the
‘days since’ variable. The estimates from the OLS model and the logit model are shown in Table
6.2a and 6.2b, respectively.

Table 6.2a. OLS estimates with the Rana Plaza variables.
(1)

(2)
OLS
Perception

(3)

0.132
(0.0854)
0.138*
(0.0801)
0.00383
(0.0402)
-0.0663
(0.0751)
0.143**
(0.0587)
0.212
(0.133)
-0.218**
(0.0882)
-0.00804***
(0.00278)
0.00423*
(0.00218)
-0.0288**

0.115
(0.0847)
0.229***
(0.0826)
0.00697
(0.0400)
-0.103
(0.0750)
0.0750
(0.0587)
0.190
(0.132)
-0.235***
(0.0875)
-0.00775***
(0.00276)
0.00320
(0.00217)
-0.0308***

0.124
(0.0845)
0.256***
(0.0828)
0.00866
(0.0398)
-0.107
(0.0747)
0.0951
(0.0589)
0.193
(0.132)
-0.226***
(0.0873)
-0.00761***
(0.00275)
0.00321
(0.00217)
-0.0313***

(0.0119)
0.0727
(0.102)

(0.0119)

(0.0118)
0.333***
(0.114)
-0.00449***
(0.000905)
0.992***
(0.156)

VARIABLES
Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Experience
Age
Average education of
production worker
RP
Days since RP
Constant
Observations
R-squared

0.953***
(0.157)

-0.00327***
(0.000806)
1.258***
(0.127)

1,146
1,146
0.033
0.047
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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1,146
0.054

Table 6.2b. Logit estimates with Rana Plaza variables.
(1)

(2)

VARIABLES
Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Experience
Age
Average education of
production worker
RP

Obstacle
0.518**
(0.202)
0.759***
(0.196)
0.00604
(0.0935)
-0.0335
(0.175)
0.0508
(0.136)
0.407
(0.323)
-0.629***
(0.206)
-0.0204***
(0.00653)
0.0106**
(0.00516)
-0.00871

0.487**
(0.203)
0.923***
(0.204)
0.0113
(0.0939)
-0.0973
(0.177)
-0.0712
(0.138)
0.363
(0.323)
-0.666***
(0.207)
-0.0201***
(0.00656)
0.00875*
(0.00519)
-0.0123

0.505**
(0.203)
0.976***
(0.206)
0.0151
(0.0941)
-0.107
(0.178)
-0.0342
(0.139)
0.371
(0.323)
-0.652***
(0.208)
-0.0199***
(0.00657)
0.00883*
(0.00520)
-0.0132

(0.0277)
0.155
(0.238)

(0.0279)

(0.0279)
0.618**
(0.270)
-0.00795***
(0.00217)
0.302
(0.368)

Days since RP
Constant
Observations

(3)

-0.00570***
(0.00192)
0.795***
(0.300)

0.228
(0.366)

1,146
1,146
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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1,146

Table 6.2a displays the OLS estimates with Perception as the dependent variable, and
Column 1 shows the estimates with the Rana Plaza dummy, Column 2 estimates with the ‘days
since RP’ variable, and Column 3 shows estimates with both variables in the same regression. In
the first regression, the Rana Plaza dummy has a positive coefficient but is not statistically
significant. In the second regression, with the days since RP, the variable has a negative
coefficient and is statistically significant at the 1% level. In the third regression, presented in
Column 3, the Rana Plaza dummy is positive and the days since RP variable is negative, and
both are statistically significant at the 1% level. These results suggest that concerns with labor
regulation, as measured by the categorical variable Perception, increased after the Rana Plaza
tragedy, but fell as we move away from the event.
Table 6.2b displays the estimates from the logit model with Obstacle as the dependent
variable. The Rana Plaza variables are introduced in a similar fashion as in the OLS model.
Similar to the OLS estimates, the Rana Plaza dummy coefficient is positive and not statistically
significant in Column 1. In Column 2, the days since RP variable is statistically significant at the
1% level and has a negative coefficient. Column 3 presents the regression output with both Rana
Plaza variables. The coefficient for the Rana Plaza dummy is positive and statistically significant
at the 5% level, and the days since RP coefficient is negative and statistically significant at the
1% level. The regression estimates from both models are similar. The only difference is the
significance level of the Rana Plaza dummy in the third regression.
These results illustrate an initial increase in negative perception of labor regulations.
However, this increase is not sustained over time as the ‘days since’ variable has a negative and
statistically significant coefficient. That is, as we move further away from the tragedy, perception
of labor regulations becomes more positive. This finding shows that the first hypothesis, H1,
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stating the tragedy affected manufacturer perception of labor regulations, cannot be rejected.
This also rejects the null hypothesis for no change. Now, these results pose another question: Did
the perception become more positive by itself over time, or did individual policies reverse the
trend of negative perceptions? The next part of the regression analysis explores this question by
analyzing perception change in the context of the major regulatory changes after the Rana Plaza
tragedy.
Regression results with regulatory change variables:
This next part of the analysis is concerned with understanding when the trend started to
reverse after the initial spike in negative perception following the tragedy. As mentioned earlier,
the Rana Plaza dummy and the days since regulatory change variable in the same regression are
added in the second set of regressions. The OLS estimates are displayed in Table 6.3a and the
logit model estimates are shown in Table 6.3b.
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Table 6.3a. OLS estimates with the policy change variables.
(1)

(2)

VARIABLES
Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Experience
Age
Average education of production
worker
RP
Days since Accord

(3)
(4)
OLS Regression Model
Perception

0.121
0.0953
0.102
0.106
0.117
(0.0845)
(0.0848)
(0.0848)
(0.0848)
(0.0849)
0.259***
0.247***
0.235***
0.228***
0.199**
(0.0829)
(0.0822)
(0.0821)
(0.0818)
(0.0811)
0.00777
-0.000193
0.00137
0.00182
0.00304
(0.0398)
(0.0398)
(0.0399)
(0.0399)
(0.0400)
-0.109
-0.103
-0.0974
-0.0947
-0.0845
(0.0748)
(0.0746)
(0.0747)
(0.0747)
(0.0747)
0.1000*
0.126**
0.136**
0.142**
0.161***
(0.0587)
(0.0582)
(0.0582)
(0.0582)
(0.0585)
0.192
0.193
0.200
0.202
0.210
(0.132)
(0.132)
(0.132)
(0.132)
(0.132)
-0.230***
-0.240***
-0.239***
-0.239***
-0.235***
(0.0873)
(0.0874)
(0.0875)
(0.0876)
(0.0878)
0.00770*** 0.00768*** 0.00775*** 0.00779*** 0.00784***
(0.00275)
(0.00275)
(0.00276)
(0.00276)
(0.00276)
0.00324
0.00316
0.00334
0.00344
0.00375*
(0.00216)
(0.00217)
(0.00217)
(0.00217)
(0.00217)
-0.0314*** -0.0309*** -0.0298**
-0.0293**
-0.0277**
(0.0118)
0.225**
(0.106)
0.00472***
(0.000945)

Days since GSP

(0.0118)
0.138
(0.102)

(0.0118)
0.126
(0.102)

(0.0118)
0.122
(0.102)

-0.0110***
(0.00236)

Days since BLA

-0.0125***
(0.00274)

Days since NTPA

Observations
R-squared

(0.0119)
0.107
(0.102)

0.00849***
(0.00169)

Days since Alliance

Constant

(5)

1.030***
(0.156)

1.029***
(0.156)

1.001***
(0.156)

1,146
1,146
1,146
0.054
0.054
0.051
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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0.987***
(0.156)

-0.0148***
(0.00375)
0.944***
(0.156)

1,146
0.051

1,146
0.046

Table 6.3b. Logit estimates with the policy change variables.
(1)

(2)
(3)
(4)
Logit regression model
Obstacle

VARIABLES
Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Experience
Age
Average education of production
worker
RP
Days since Accord

0.500**
(0.203)
0.984***
(0.207)
0.0139
(0.0941)
-0.110
(0.178)
-0.0273
(0.139)
0.368
(0.324)
-0.660***
(0.208)
-0.0200***
(0.00657)
0.00886*
(0.00520)
-0.0135
(0.0279)
0.430*
(0.250)
0.00850***
(0.00226)

Days since GSP

0.444**
(0.204)
1.005***
(0.207)
-0.000753
(0.0944)
-0.111
(0.178)
0.0136
(0.138)
0.370
(0.325)
-0.686***
(0.209)
0.0200***
(0.00658)
0.00847
(0.00521)
-0.0140

0.462**
(0.204)
0.964***
(0.207)
0.00237
(0.0942)
-0.0940
(0.177)
0.0361
(0.137)
0.387
(0.325)
-0.679***
(0.209)
0.0201***
(0.00657)
0.00893*
(0.00519)
-0.0115

0.471**
(0.204)
0.944***
(0.206)
0.00330
(0.0941)
-0.0866
(0.177)
0.0485
(0.137)
0.393
(0.325)
-0.676***
(0.208)
0.0202***
(0.00656)
0.00916*
(0.00519)
-0.0102

0.495**
(0.203)
0.865***
(0.202)
0.00566
(0.0938)
-0.0620
(0.176)
0.0783
(0.137)
0.408
(0.324)
-0.661***
(0.207)
0.0202***
(0.00655)
0.00983*
(0.00518)
-0.00735

(0.0280)
0.291
(0.241)

(0.0279)
0.259
(0.240)

(0.0279)
0.248
(0.240)

(0.0278)
0.211
(0.239)

0.0176***
(0.00410)

Days since Alliance

0.0214***
(0.00573)

Days since BLA

0.0235***
(0.00668)

Days since NTPA
Constant
Observations

(5)

0.372
(0.370)

0.393
(0.370)

1,146
1,146
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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0.327
(0.369)

0.296
(0.368)

0.0234***
(0.00901)
0.214
(0.367)

1,146

1,146

1,146

Among the OLS estimates in Table 6.3a, the Rana Plaza dummy is statistically
significant at the 5% level only in Column 1 with the days since Accord variable. The days since
Accord variable is negatively correlated and is statistically significant at the 1% level. In the
remaining regressions, the Rana Plaza dummy is not statistically significant and the days since
regulatory change variables are negative and statistically significant at the 1% level. Table 6.3b
displays the regression estimates from the logit model. The results are similar to the OLS
estimates in Table 6.4a, and the only difference is that the Rana Plaza dummy is statistically
significance at the 10% level in the first regression with the days since Accord variable. All the
other ‘days since’ regulatory change variables have negative coefficients and are statistically
significant at the 1% level (Columns 2, 3, 4 and 5 of Table 6.3b).
The regression estimates from both steps indicate interesting changes in correlation
between ‘date’ and perception somewhere between the regressions with the Accord and the GSP
variables. The Rana Plaza dummy loses significance after the first regression with the days since
the Accord variable. This observation is important because it suggests that the negative
perception must have started falling somewhere after the formation of the Accord and around the
time of the GSP withdrawal, suggesting that this particular time period should be analyzed with
greater attention. The next step of the analysis, the tests for structural breaks, tries to narrow
down the date at which the perception started to become more positive.

6.3. Control Regression Results
Before moving on to the tests for a structural break and parameter stability, it is important
to establish that the Rana Plaza tragedy has an effect on the perception specifically of labor
regulations, not all regulations. To address this, four control regressions are conducted using
perceptions of different regulations and obstacles – access to land, political instability,
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telecommunications, and courts – as the dependent variables in the OLS model. The estimates
from the control regressions are displayed in Table 6.4.
Table 6.4. Regression results with control dependent variables.

VARIABLES
Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Experience
Age
Average education of
production worker
RP
Days since RP
Constant
Observations
R-squared

(1)

(2)

(3)

(4)

Access to land

Political
instability

Telecommunications

Courts

0.364***
(0.122)
0.299**
(0.120)
-0.300***
(0.0576)
-0.101
(0.108)
0.523***
(0.0851)
-0.0430
(0.190)
0.124
(0.126)
-0.00643
(0.00398)
0.00320
(0.00313)
0.00761

0.306***
(0.0968)
0.0479
(0.0949)
0.0959**
(0.0456)
-0.145*
(0.0856)
0.460***
(0.0675)
0.0304
(0.151)
0.141
(0.100)
-0.00667**
(0.00316)
0.00326
(0.00248)
-0.0126

0.0196
(0.0972)
-0.0308
(0.0953)
0.0794*
(0.0458)
-0.0275
(0.0860)
0.287***
(0.0678)
-0.140
(0.151)
0.0916
(0.100)
0.00243
(0.00317)
-0.000724
(0.00249)
0.00208

0.219
(0.149)
0.203
(0.146)
0.156**
(0.0702)
-0.232*
(0.132)
0.348***
(0.104)
0.137
(0.232)
-0.539***
(0.154)
-0.00601
(0.00486)
-0.00175
(0.00382)
-0.0530**

(0.0171)
0.354**
(0.165)
-0.000458
(0.00131)
1.595***
(0.225)

(0.0135)
-0.0946
(0.131)
0.00111
(0.00104)
2.596***
(0.178)

(0.0136)
0.0207
(0.131)
-0.00164
(0.00104)
0.0148
(0.179)

(0.0208)
-0.0985
(0.201)
0.00247
(0.00160)
1.094***
(0.275)

1,146
0.031

1,146
0.046

1,146
1,146
0.086
0.071
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

Column 1 shows the regression estimates with access to land, Column 2 with political
instability, Column 3 with telecommunications and Column 4 with Courts as the dependent
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variables in the OLS models. The Rana Plaza dummy is statistically significant only in the first
regression in Column 1, with access to land as the dependent variable. Here, the coefficient for
the dummy is positive and statistically significant at the 5% level. The coefficient of the days
since Rana Plaza variable is negative, but not statistically significant. This significance can
potentially be linked with Rana Plaza, as the tragedy was a manifestation of several failures,
including illegal construction. It is plausible that perception of access to land as an obstacle was
highlighted in the aftermath of the Rana Plaza tragedy.83 The Rana Plaza variables are not
statistically significant in the other control regressions. This lack of significance in the key event
variables – the Rana Plaza dummy and days since RP – suggest that the Rana Plaza tragedy had
a distinctive effect on the perception of labor regulations.

6.4. Tests for Structural Break
This section of the analysis aims to further identify when the perception of labor
regulations started to become more positive. The first part discusses the results from the simple ttests using Perception and Obstacle, and the second part discusses the estimated break date using
a modified Chow test. The last part of this section tests for parameter instability in firm
characteristics of interests.
Difference-in-means of Perception and Obstacle:
A simple two-sample t-test is employed to compare means in Perception and Obstacle
over the dataset’s timeline. This test simply divides the timeline into two subsamples and
compares the means between the two periods. A high t-statistic indicates a statistically

83

In addition, the regression estimates show that the coefficients on the garment and textile variables are
positive and statistically significant. The Dhaka dummy also has a positive coefficient and is statistically
significant. These results are consistent with what one might predict knowing the high population density
and lack of land in Dhaka.
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significant difference in the means between the two subsamples and a positive t-statistic implies
the mean in the first subsample is higher than that of the second subsample. That is, a positive tstatistic would imply that the perception of labor regulations is more positive in the sample after
the break date. The opposite is true if the t-statistic is negative.
The computed t-statistics for Perception and Obstacle are plotted on the on the y-axis
against date on the x-axis, and key events are shown with reference lines on the x-axis.84 The
results are illustrated in Figure 6.1a and 6.1b.

Figure 6.1a. Two-sample t-tests with Perception.
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Figure 6.1b. Two-sample t-tests with Obstacle.
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Figure 6.1a shows the t-statistics for Perception and Figure 6.1b displays the t-statistics
for Obstacle computed over different dates. The red dotted lines represent the key events and
regulatory changes. The first line represents the Rana Plaza tragedy on 24 April, the second is the
Accord on 13 May, the third is the GSP withdrawal on 27 June, the fourth is the Alliance on 10
July, the fifth is the Bangladesh Labour Act 2013 on 15 July, and the last is the NTPA on 26
July.
In Figure 6.1a, the mean Perception in the ‘after’ subsample in higher than that of the
‘before’ subsample between 17 April and 8 May. In Figure 6.1b, the mean Obstacle in the ‘after’
subsample in higher than that of the ‘before’ subsample between 18 April and 1 June. That is,
between these time periods, the mean of perception after the date was higher compared to the
mean before that date. The difference in the time period for which the t-statistic is negative for
Perception and for Obstacle suggests that more firms were considering labor regulations to be a
‘minor obstacle’ for a longer time. The t-statistic has a general upward trend until about early
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July, after which it starts falling (with a few exceptions around late-July and early-August). The
peaks of the graphs are the points where the means in the two subsamples are most different. The
figures suggest the Perception and Obstacle means must have started falling somewhere around
early July.
Although this analysis is helpful in comparing means between two time-periods, and
observing trends, it does not provide any estimated break dates. For a more robust understanding
of changes in perception and the break dates, the next section discusses the results of the
modified Chow tests.
Test for break dates in Perception and Obstacle:
In order to locate the break dates, the Perception and the Obstacle variables are regressed
with the firm characteristics and date dummies between the trimmed region τ0 (30 April) and τ1
(17 August). The F-statistics are computed by testing the null hypothesis that the coefficient of
the date dummy is zero. That is, at a given date between 30 April and 17 August, the F-statistic
tests the null hypothesis of a significant change in intercept. The F-statistics for Perception are
plotted against date in Figure 6.2a, and for Obstacle is plotted in Figure 6.2b. The 1% Andrews
critical value is 12.16 (Stock and Watson, 2007, p. 568).85 For Perception, the highest F-statistic
(26.53) is on 24 June 86 and for Obstacle, the highest F-statistic, (24.59) is on 1 July. Therefore,
24 June is the estimated break date in Perception and 1 July is the estimated break date in
Obstacle. In both cases, the QLR statistic (the highest F-statistic) easily exceeds the Andrews 1%
critical value of 12.16, and thus rejects the null hypothesis of no significant change in the
intercept.
85

The null hypothesis tests only one restriction, change in intercept, so q=1 with 15% trimming. The
Andrews critical values for q=1 are 12.16 at 1%, 8.68 at 5% and 7.12 at 10%.
86
The F-statistics for June 24 and June 30 are really close; the first has a value of 2.53 and the latter 2.51.
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Figure 6.2a. F-Statistics testing for a breakpoint in Perception at different dates (OLS model).
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Fig 6.2b. F-Statistics testing for a breakpoint in Obstacle at different dates (logit model).
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The QLR for Perception suggests that the breakpoint was after the formation of the
Accord but before the GSP withdrawal. The QLR Obstacle suggests that the breakpoint was after
the formation of the Accord as well as GSP withdrawal.
Although the finding suggests the presence of a structural break, a major limitation of this
analysis is that it does not indicate the number of breaks in the dataset. The QLR statistic rejects
the null hypothesis with high probability not only when there is a discrete break, but also when
there are multiple discrete breaks, or there is a slow change in the regression function (Stock and
Watson, 2007, p.569). The present format of the dataset, repeated observations for an individual
date, limits our options to conduct tests for a structural break to a great extent. For further
analysis to detect multiple breaks, the dataset needs to be recoded.
Test for coefficient instability:
I now turn to testing for coefficient instability at dates of interest. That is, this part of the
analysis tests for any significant changes in the relationship between firm characteristics and
perception. For example, if there is a significant change in the correlation between ‘garment’ and
perception over time due to some external change, then the coefficient is considered unstable.
Here, the firm characteristics of interest are garment, textile, export and EPZ, and the dates of
interest are Accord, 24 June, GSP and 1 July. The regression estimates with the interaction terms
for each date of interest are displayed in Tables 6.6a and 6.6b. After each regression, the null
hypothesis that all the coefficients of the interaction terms are equal to zero is tested.
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Table 6.6a. OLS estimates with interaction terms.
(1)
Variables
Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Exp
Age
Worker Ed
Acc
Garment x Acc
Textile x Acc
Export x Acc
EPZ xAcc
24 June (BD56)
Garment x Bd56
Textile x Bd56
Export x Bd56
Epz x Bd56

0.0324
(0.181)
0.397*
(0.226)
0.00903
(0.0404)
0.000163
(0.136)
0.122*
(0.0627)
0.0772
(0.521)
-0.229***
(0.0884)
-0.00795***
(0.00279)
0.00406*
(0.00219)
-0.0289**
(0.0120)
-0.0117
(0.0925)
0.133
(0.204)
-0.279
(0.241)
-0.103
(0.156)
0.151
(0.538)

(2)
(3)
OLS Regression Perception
0.0740
(0.0945)
0.215
(0.135)
-0.00296
(0.0399)
-0.0333
(0.0861)
0.0880
(0.0575)
0.145
(0.150)
-0.234***
(0.0872)
-0.00759***
(0.00275)
0.00286
(0.00217)
-0.0326***
(0.0118)

0.0748
(0.0933)
0.237*
(0.130)
-0.00309
(0.0400)
-0.0309
(0.0855)
0.0887
(0.0577)
0.157
(0.150)
-0.230***
(0.0874)
-0.00768***
(0.00276)
0.00295
(0.00217)
-0.0319***
(0.0119)

-0.258***
(0.0698)
0.0250
(0.219)
0.0665
(0.166)
-0.284*
(0.150)
0.00734
(0.307)

Gsp

-0.226***
(0.0703)
-0.0128
(0.236)
0.0184
(0.163)

Garment x Gsp
Textile x Gsp
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(4)
0.0844
(0.0923)
0.258**
(0.118)
-0.00560
(0.0399)
-0.0394
(0.0842)
0.0861
(0.0575)
0.168
(0.147)
-0.251***
(0.0876)
-0.00802***
(0.00275)
0.00305
(0.00216)
-0.0322***
(0.0118)

Export x Gsp

-0.302**
(0.153)
-0.00507
(0.307)

Epz x Gsp
1 July (Bd63)
Garment x Bd63
Textile x Bd63
Export x Bd63
Epz x Bd63
Constant
Observations
R-Squared

1.036***
(0.147)

1.208***
(0.120)

1,146
0.035

1.188***
(0.120)

1,146
1,146
0.058
0.055
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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-0.233***
(0.0706)
-0.140
(0.250)
-0.0427
(0.157)
-0.314**
(0.157)
-0.0512
(0.317)
1.205***
(0.120)
1,146
0.059

Table 6.6b. Logit estimates with interaction terms.
(1)

(2)

Variables
Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Exp
Age
Worker Ed
Acc
Garment x Acc
Textile x Acc
Export x Acc
EPZ xAcc
24 June (BD56)
Garment x Bd56
Textile x Bd56
Export x Bd56
Epz x Bd56

(3)

(4)

0.345
(0.226)
0.858**
(0.342)
-0.00166
(0.0949)
0.115
(0.204)
-0.0662
(0.137)
0.425
(0.380)
-0.680***
(0.208)
-0.0202***
(0.00662)
0.00790
(0.00523)
-0.0146
(0.0281)

0.383*
(0.226)
1.075***
(0.321)
-0.0128
(0.0953)
0.104
(0.203)
-0.0853
(0.137)
0.419
(0.378)
-0.725***
(0.212)
-0.0214***
(0.00666)
0.00804
(0.00525)
-0.0158
(0.0282)

Logit Obstacle
0.156
(0.422)
1.261**
(0.602)
0.0184
(0.0941)
0.433
(0.321)
0.0497
(0.146)
0.135
(1.251)
-0.656***
(0.207)
-0.0204***
(0.00656)
0.0103**
(0.00518)
-0.00486
(0.0279)
0.211
(0.213)
0.487
(0.479)
-0.545
(0.635)
-0.653*
(0.368)
0.339
(1.293)

0.323
(0.230)
0.737**
(0.348)
0.000915
(0.0949)
0.117
(0.206)
-0.0660
(0.137)
0.398
(0.380)
-0.687***
(0.208)
-0.0200***
(0.00664)
0.00760
(0.00524)
-0.0151
(0.0281)

-0.506***
(0.163)
0.343
(0.523)
0.468
(0.423)
-0.931**
(0.370)
-0.754
(0.769)

Gsp

-0.436***
(0.164)
0.153
(0.563)
0.280
(0.421)

Garment x Gsp
Textile x Gsp
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Export x Gsp

-0.971***
(0.376)
-0.774
(0.768)

Epz x Gsp
1 July (Bd63)
Garment x Bd63
Textile x Bd63
Export x Bd63
Epz x Bd63
Constant
Observations

0.163
(0.339)

0.736***
(0.285)

1,146

0.705**
(0.284)

1,146
1,146
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1

-0.478***
(0.166)
-0.326
(0.608)
-0.0579
(0.410)
-1.116***
(0.397)
-0.770
(0.801)
0.782***
(0.286)
1,146

Table 6.6a reports the regression estimates from the interaction terms in the OLS model.
In Column 1, with the Accord, none of the interaction terms are statistically significant. Column
2 shows the estimates with 24 June, where the coefficient of the 24June dummy is negative and
statistically significant at the 1% level. The export x 24June interaction term also has a negative
coefficient and is statistically significant at the 10% level. Similarly, the coefficients on GSP and
1July in Column 3 and 4 are negative and statistically significant at the 1% level. The interaction
terms, export x GSP and export x 1July, are negative and statistically significant at 5%. The RSquared is highest in Column 4 with 1July and the intercept is highest in Column 2 with 24June.
Table 6.6b displays the estimates from the logit model. Here, the coefficient for the
interaction term export x Accord is negative and statistically significant at the 10% level. In
Columns 2, 3 and 4, the 24June, GSP and 1July dummies are negative and statistically
significant at 1%. The interaction term export x 24June and export x GSP and are negative and
significant at the 5% and 1% levels, respectively. The coefficient of the interaction term export x
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1July is negative and statistically significant at 1%. In Table 6.6b, the intercept is highest in
Column 8 (1July regression). It is interesting to note that the results show significant interactions
between exporting firms and the dates of interests, and it is fitting because most of the regulatory
changes primarily focused on exporting firms.
To detect coefficient instability, I compute the F-statistic for the null hypothesis that the
coefficients of interaction terms of interest are 0. The null is rejected if one or more of these
coefficients are not 0. For the coefficient instability tests with Perception, the null hypothesis for
the regressions cannot be rejected.87 For the logit model, the null cannot be rejected for the
regression with Accord.88 The null hypothesis is rejected at 10% level for 24June and GSP, and
at the 5% level for 1July. The results reject the hypothesis of parameter instability in the OLS
model with Perception, but fail to do so for the logit model with Obstacle.

6.5. Summary of Results
The empirical analysis began with an examination the Rana Plaza effect on firm
perception of labor regulations, and later studied the relation between perception and the
regulatory changes. The regression results confirm that there was a change in perception after the
tragedy, and thus rejects the null hypothesis of no change. Both the regressions and the tests for
structural breaks show evidence of an initial spike in a negative perception after the tragedy,
which was then followed by a rise in positive perception. That is, in the immediate aftermath of
the tragedy, firms were increasingly seeing labor regulations as an obstacle, but this later

87

The critical values are 1.94 at 10%, 2.37 at 5% and 3.32 at 1% significance levels (Stock and Watson,
2009, p. 760-62). In the OLS model, the F-statistics computed for the regression with the Accord is 0.56,
with 24June is 1.03, with GSP is 1.14 and with 1July is 1.44. The null can’t be rejected for any of these.
88
The critical values are 7.78 at 10%, 9.49 at 5% and 13.28 at 1% significance levels (Stock and Watson,
2009, p. 758). The chi-squared values computed are 4.19 for Accord, 8.79 for 24June, 9.03 for GSP and
11.73 for 1July.
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reversed. The estimated time period of the latter change in perception falls between the
formation of the Accord and around the time of US GSP withdrawals. The QLR results estimate
the break dates 24 June and 1 July, depending on how the dependent variable is coded.
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Chapter 7. Conclusion
The results from the empirical analysis help us better understand how firms
(manufacturers) reacted to the Rana Plaza tragedy. The results show evidence that manufacturer
perceptions of labor regulations are sensitive to events and change with events. While we
observe an initial increase in negative perception after the tragedy, this trend seems to be
reversed. The results suggest that the reversal happened somewhere within the time period of the
formation of the Accord and the GSP withdrawal. Although the estimated dates vary at the
different levels of the analysis, this indicated time period remained constant. It is possible that it
was a combination of several policies that reversed the rise in a negative perception. Thus, the
results suggest that the Rana Plaza, along with the policy changes, were a game changer.
Although much of the empirical analysis tried to find a breakpoint in perception, it is
difficult to identify a single structural break for perception change given the proximity of various
policy changes and the time needed to create awareness such changes. Instead of suggesting that
the reversal occurred at one particular date, I propose the interpretation that it was the discourse
on labor regulations, often communicated via regulatory reforms that influenced the reversal in
the initial increase in negative perception. Right after the tragedy, manufacturers were concerned
that they were going to lose business, but changes like the Accord, the Alliance, and the
Sustainability Compact assured the owners deterioration in business opportunities was not going
to be the case. Such regulatory responses not only calmed the owners but also greatly impacted
the discourse on labor regulation in this global industry. These changes, as well as the GSP
withdrawal, signaled that labor standards and better OSH needed to be a part of doing business,
and not something voluntary. This finding potentially has important implications for the
discussion of tragedies and labor regulations in global supply chains. While tragedies may result
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in an initial uptick in resistance to regulation, there is scope for establishing a case for labor
regulation and building the narrative of them being a part of business.
As mentioned earlier, although tragedies and shocks often create climates most
conducive to change, it ultimately depends on the stakeholders to utilize this climate to establish
the reforms they have been seeking (Turner and Pidgeon, 1997). In the case of Rana Plaza, the
stakeholders seem to have taken advantage of the post-tragedy climate to initiate changes in the
industry. It is unfortunate that it took a tragedy of such magnitude to promote such reforms, but
the changing perception and discussion of regulations can be noted as a positive trend.
The scope of this analysis is largely limited due to limited availability of data. The time
period studied, April to September 2013, is short and fails to determine whether the positive
change in perception was sustained after the end date of the survey. Although observing the
heterogeneity across different sectors helped us understand the garment sector relative to other
industries, data specifically on garment producing firms would had been more appropriate for
this analysis. In addition, since the data only includes firms that are in the formal sector and are
some of the leading businesses in the country, it does not include data from subcontracting firms.
This is a crucial shortcoming since violation of labor regulations is most common among such
subcontracting firms. There is a large scope for studying local manufacturers and their views on
regulations and compliance, and how it has changed in the three years since the Rana Plaza
tragedy. Progress on the regulatory reforms and owner opinion on specific reforms could be an
asset to further research on this topic, and the Rana Plaza literature.
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Appendix
APPENDIX A: Survey question for biggest obstacle faced by firm.

Appendix B: Survey Question for how much of an obstacle are labor regulations to firm
operations.
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APPENDIX C: Results from ordinal logit regression

VARIABLES
Garment

(1)

(2)

(3)

(4)

(5)

No
obstacle

Minor
obstacle

Moderate
obstacle

Major
obstacle

Very Severe
obstacle

Base

0.626***
(0.225)
0.945***
(0.219)
0.00721
(0.108)
0.0864
(0.199)
-0.223
(0.152)
0.192
(0.358)
-0.569**
(0.237)
-0.0169**
(0.00755)
0.00804
(0.00589)
0.0496

0.382
(0.268)
0.693***
(0.245)
0.00136
(0.123)
-0.202
(0.233)
0.281
(0.179)
0.696*
(0.409)
-0.862***
(0.307)
-0.0252***
(0.00869)
0.0145**
(0.00663)
-0.0705*

0.0800
(0.655)
-0.675
(0.774)
0.00377
(0.286)
-0.191
(0.570)
0.899*
(0.476)
0.789
(1.130)
-0.135
(0.645)
-0.0552**
(0.0223)
0.0169
(0.0158)
-0.185**

0.778
(1.053)
-14.26
(1,015)
0.153
(0.511)
-0.960
(1.102)
2.018*
(1.113)
-11.94
(1,671)
0.430
(1.119)
0.0542
(0.0338)
-0.0255
(0.0339)
-0.242

(0.0321)
-0.523*
(0.311)

(0.0373)
-0.274
(0.347)

(0.0917)
-1.548*
(0.809)

(0.162)
-4.847***
(1.643)

1,146

1,146

Textile
Size
Export
Dhaka
EPZ
IP
Manager Experience
Age
Average education of
production worker
Constant
Observations

1,146

1,146
1,146
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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APPENDIX D: Comparing coding ‘minor’

VARIABLES
Garment
Textile
Size
Export
Dhaka
EPZ
IP
Manager Experience
Age
Average education of
production worker
Constant
Observations
R-squared

(1)
Perception

(2)
Obstacle

(3)
Obstacle

0.129
(0.0852)
0.139*
(0.0800)
0.00372
(0.0402)
-0.0681
(0.0750)
0.134**
(0.0572)
0.210
(0.133)
-0.221**
(0.0881)
-0.00804***
(0.00278)
0.00415*
(0.00218)
-0.0288**

0.511**
(0.202)
0.761***
(0.196)
0.00568
(0.0935)
-0.0372
(0.175)
0.0312
(0.133)
0.401
(0.323)
-0.635***
(0.205)
-0.0204***
(0.00653)
0.0104**
(0.00515)
-0.00882

0.0673
(0.230)
0.0779
(0.208)
0.00427
(0.108)
-0.257
(0.204)
0.482***
(0.159)
0.597*
(0.351)
-0.510*
(0.268)
-0.0182**
(0.00761)
0.0102*
(0.00576)
-0.108***

(0.0119)
1.029***
(0.114)

(0.0277)
0.392
(0.266)

(0.0329)
-0.525*
(0.304)

1,146
1,146
0.033
Standard errors in parentheses
*** p<0.01, ** p<0.05, * p<0.1
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