Running Head: END OF CHAPTER CASE: RANA PLAZA CASE.			1

END OF CHAPTER CASE: RANA PLAZA CASE.	2









End of Chapter Case: Rana Plaza Case.
Name.
Institution.
Date.






End of Chapter Case: Rana Plaza Case.
Introduction
On April 24, 2013, there was a collapse of factory complex at Rana Plaza in Bangladesh. It was the world’s worst industrial incident in 30 years, and it killed nearly over than 1200 garment workers (Heugten, 2015). This tragedy happened only five months after the factory fire. This incident is indeed the inevitable result of a highly disaggregated sourcing model that has become the basis of a global supply chain. The gist issue is due to the indirect sourcing that is reliant on the regular practice of subcontracting, for purchasing agents and in a way that is not transparent to buyers to increase the profit margin as well as enhancing the production capacity while keeping the cost down. Also, the government is exceptionally delinquent and failing in its duties. The government’s performance is feeble, and it lacks to the political will and resources needed to protect its workers. Owing to the corruption that was widespread throughout the country, the garment workers suffered a lot from being exploited (Heugten, 2015). The corruption is still a large challenge to funding projects and improvement of infrastructure. 
The absence of government’s role in monitoring its garment sector, in fact, had led to this collapse. As evident, most of the private companies that work in the garment sector did not conform to the safety standards and others needed. Due to the growing demands for the garment, the governmental companies failed to meet the increasing demands. In this setting, the subcontracting with other private companies was the only way to meet the requirements (Heugten, 2015). Furthermore, most of those private companies that were subcontracted by the governmental organizations found themselves in trouble with the exponential growth of the garment sector. Hence, they employed children and women under horribly poor conditions, without paying attention to the safety measures that jeopardize their lives. Things were not on the right track for the garment sector.
Key Facts.
The Bangladesh garment industry was faced with many aspects which defined its situation. On April 24, 2013, there was a collapse of factory complex at Rana Plaza in Bangladesh. According to media reports, employees at Rana Plaza had saw cracks in the building a day before the actual collapse; however, authorities did not reply with the most appropriate precautionary measures. It has also been reported that workers at Rana Plaza were increasingly forced to execute their duties and threatened with salary cuts if they did not comply (Heugten, 2015). Another fact is that; Rana Plaza collapse was the world’s worst industrial incident in 30 years. It has also remained to be the most hated incident in Bangladesh. Rana Plaza killed more than 1200 garment workers.  As evident, the tragedy happened only five months after the Tazreen factory fire in Dhaka which killed more than 120 workers (Heugten, 2015). The size and scope of these incidents captured the attention of the public with much emphasize on gaps in the factory safety in Bangladesh.  It is also observed that growing demands had led to indirect outsourcing, and this had become the basis of global supply chains. 
In addition to this, subcontracting and indirect sourcing are the dominant models of business in Bangladesh. Indirect sourcing is integral to the routine practice of subcontracting, as a means of purchasing agents and in a way that is not transparent to buyers, to boost production capacity and increase margins while maintaining costs low. These initiatives characterize the business models of cross-border buyers as well as national-level suppliers in the context of Bangladesh (Heugten, 2015). Indirect outsourcing is said to increase risks in by minimizing control as well as transparency in the supply chain. There was an absence of government's role in controlling the garment sector and the corruption, and this delayed the attempt to improve the infrastructure. In addition to this, the government lacked political will as well as the technical capacity and the necessary resources to safeguard the basic rights worker in the garment sector.
Another factor is that many of the businesses had been subcontracted by the governmental companies to other private companies to meet the increasing demands. This opened the room for additional inconveniences in the garment sector. For instance, private companies were not in a position to meet the minimum requirements of safety standards in the garment sector. Poor infrastructure is another key fact. Arguably, transport network and erratic electrical supply aggravated the production through delays and then raise the production cost (Heugten, 2015). This was an ideal threat to the garment sector of Bangladesh. Workers paid the price of poor infrastructure by working long hours. As outlined, workers served in an unsafe facility which often jeopardized their lives. As argued, employees worked in areas where electrical sparks can lead to a deadly fire in overcrowded buildings. Children and women were employed as victims and being exploited to meet the increasing demands in more threatening situations. 
Stakeholders and Their Stakes.
The chief stakeholders included garment workers, international companies, contractor’s companies, subcontractor’s companies, and the government in Bangladesh.  Each of these stakeholders had sensitive stakes which often needed attention in different settings. The ideal stakes are as observed in fig 1.1 below.


	STAKES
Stakeholders
	Reputation
	Profits
	Safety/ Human Right
	Compensation

	Garment workers
	
	
	X
	

	International companies
	X
	X
	
	

	Contractors Companies
	X
	X
	
	

	Subcontractors
Companies
	X
	X
	
	

	Government 
in Bangladesh
	X
	X
	
	




Fig 1
Dilemma/Issue Posed to Management.
The incident posed some thought-provoking concerns to the management. These involved the question; should international garment companies involve in indirect sourcing?   The basis for this question is that outsourcing had subjected the entire sector into enormous risks such as reduced control and transparency in the supply chain. This also made suppliers and buyers reciprocate by starting to practice a more direct and transparent sourcing model in which the buyer operates with partner suppliers on a long-term basis (Heugten, 2015). Another ethical issue posed to the management was, should they outsource their manufacturing activities to contractors that are subcontracting to other external companies?  Perceptively, the garment sector was featured with overreliance on subcontractors, and this also opened a room for many issues of concern. It was believed that considering contractors would encourage discussion about increasing control, transparency, and oversight in the supply chain and what this would significantly impact the system. 
Action Management Took.
The management was highly thrilled to control the issues with the garment sector.  Thus, the management considered that the international companies and the government agencies in Bangladesh hide/ignore the subcontracting activities which were common practice in the industry (Heugten, 2015). This was essentially aimed to increase control and restore transparency in the garment industry. Another core action by the management is that it chose to ignore the fact that indirect sourcing increases the risk of creating abusive working conditions. However, the management chose to emphasize the constructive aspects of indirect outsourcing. Management also gave an emphasis on the relationship amid the workplace safety and workers’ rights.
Cost/Benefit Analysis of the subcontracting.
Subcontracting was found to bear some different costs and benefits to the different stakeholders in the garment sector.  These aspects are as represented below. 
	
	COSTS
	BENEFITS

	Garment workers 
	Loss of Life & Injuries
child labor
Abusive working conditions
De facto slavery
	Minimum wages

	International companies 
	Damaged reputation
	Increased profit
Reduced cost

	Contractors Companies
	Damaged reputation
	Increased revenues
Reduced cost

	Subcontractors
Companies
	Damaged reputation
Found legally liable
	Increased revenues
Reduced cost

	Government in Bangladesh 
	Damaged reputation
	Provide a source of income


Fig 2
Applicable Ethical Principle or Standard.
Ethical principles are paramount factors that often govern every context of human interactions. In regards to the Rana Plaza Case, there are many ethical principles which are integral for ensuring the desired quality. The first aspect is that of duty of Care. Arguably, the manufacturing company was required to ensure maximum protection to its workers. This is by ensuring favorable terms of work and increased workplace safety(Heugten, 2015). Lack of effective adherence to the duty of care would ultimately facilitate a cost to government workers among others. Human Right is another paramount ethical principle evident in this case. There was a lack of respect to the human rights leading to increased practices of child labor and de facto slavery. More on this, worker’s safety and abusive working conditions needed acute attention in varied dimensions (Heugten, 2015). Another ethical principle was that of the disclosure rule. To abide by this principle, investors, as well as end users, should know the circumstances in which the products are made.  In addition to this, acute reaction to the test of reversibility is critical. Contractors and garment employees should be reflective on how they treat their employees. This is by questioning themselves whether they would be happy or whether they would admit any of their family friends to be treated like those workers. These ethical principles are effective in ensuring that justice is in the figure tips of every employer.
Alternatives Open to Management.
Although the management had posed inevitable solutions, there also exist plausible alternatives that could help in keeping the house in order. It would be useful for global companies to practice in a more direct, and transparent sourcing model. This would possibly hell to curb all the potential threats bound to outsourcing in the garment industry. This would also help in controlling and possibly alleviating the faults of all subcontracting practices. Another alternative action is by reducing the time and facilitates the verification process of the subcontractors (Heugten, 2015). This would benefit from authentic sourcing contractors and possibly alleviating all unethical issues integral to subcontracting. More on this, the government can opt to develop the infrastructure to accommodate more subcontractors in a safe working environment. This would help to address issues such as child labor and oppression of worker who is forced to work for long hours to pay the price for the nations poorly developed infrastructure. Alleviating erotic electrical supply would relieve factories from deadly fire breakages.  
Impact of Alternative Course of Action on Stakeholders: Direct Sourcing Model.
All these alternative measures would be of great importance to the stakeholders from a direct sourcing model perspective.  These are as shown below;




	
	COSTS
	BENEFITS

	Garment workers 
	· In the short-run, increase in unemployment rate.
	· Preserve life 
· Improve working conditions
· Increase wages

	International companies 
	· Limited sourcing model
· Higher cost
· Longer lead time
	· Maintain reputation
· Socially responsible.

	Contractors Companies
	· Higher cost
	· Maintain reputation

	Subcontractors
companies
	·  Lose their business or
· Decreases their profit
	· Encouraged to be legal direct contractors.
· Maintain reputation

	Government in Bangladesh 
	· In the short- run, decreased income
	· Maintain reputation
· Increases long-run investment and income.


Fig 3
Impact of Alternative Course of Action on Stakeholders: Facilitate the Verification Process of the Subcontractors.
These alternative options would also impact the stakeholders from the verification process of the subcontractor’s perspective. These are as shown below.

	
	COSTS
	BENEFITS

	Garment workers 
	
	· Improve working conditions
· Increase wages

	International companies 
	· Higher cost
· Longer lead time
	· Maintain reputation
· Socially responsible

	Contractors Companies
	· Lose part of their business 
· Higher cost
	· Maintain reputation
· Direct Sourcing opportunities 

	Subcontractors
companies
	· Possible loss of their business 
· Higher cost and spending 
	· Maintain reputation
· Encouraged to be legal direct contractors.
· Possible new business opportunities as contractors 

	Government in Bangladesh 
	
	· Maintain reputation


 Fig 4
Impact of Alternative Course of Action on Stakeholders: Develop the Infrastructure to accommodate more Subcontractors.
Alternative options would also impact the stakeholders as a result of developing the infrastructure to accommodate more subcontractors. These impacts are as follows;
Applicable Ethical Principle or Standard: Direct Sourcing Model.
Ethical principles applicable in direct sourcing model include the Duty of Care which involves ensuring worker protection. Reversibility principle is also paramount in ensuring that the involved stakeholder is not mistreated. Human Rights would help to endure good sourcing terms and conditions. The disclosure rule is also applicable to ensuring openness in all sourcing practices.
Applicable Ethical Principle or Standard: Facilitate the Verification Process of the Subcontractors.
In regards to the facilitation of the Verification Process of the Subcontractors, the ethical principle of duty of care would be paramount is ascertaining maximum care of all contractors and workers as well. Reversibility principle is essential in elaborating the acceptability of the process of verifying subcontractors (Heugten, 2015). Human Rights would help in ensuring worker safety. The disclosure rule would allow the collective understanding of the ideal rationale behind contracting.
Applicable Ethical Principle or Standard: Develop the Infrastructure to accommodate more Subcontractors.
In regards to developing the infrastructure to accommodate more subcontractors, ethical standards would be of great importance. Duty of Care would help in ensuring maximum protection of all subcontractors. Reversibility principle is essential for defining the ethical legality of defined aspect from a personal perspective. The principle of human rights would help in setting working climate for subcontractors to carefully execute their outlined requirements (Heugten, 2015). The disclosure rule would help subcontractors to emphasize transparency in all contracting activities.



	
	COSTS
	BENEFITS

	Garment workers 
	
	· Improve working conditions
· Increase wages

	International companies 
	· Higher cost 
	· Maintain reputation
· Socially responsible

	Contractors Companies
	· Higher cost 
	· Maintain reputation
· Possible new business opportunities as contractors 

	Subcontractors
companies
	· Higher cost
	· Maintain reputation
· Possible new business opportunities as contractors 
· Encouraged to be legal direct contractors.

	Government in Bangladesh 
	· More government spending 
	· Maintain reputation
· Increases long-run investment and income.


Fig 5
Position/Recommendation.
It is recommendable that all global brands should venture deeply in practicing more direct, transparent sourcing model aspects. In my conviction, this will help in alleviating many issues attached to sourcing practices. Another recommendation is that global companies should implement strict supplier code of conduct and an inspection system. This will possibly cultivate transparency and accountability in all sourcing activities. Global companies should decrease the time and facilitate the verification process of the subcontractors for efficacy purposes (Heugten, 2015).  More on this, Bangladeshi government should develop the infrastructure to accommodate more subcontractors in a safe working environment. This will relieve employees from all developmental costs embedded. It will also sort out the risks of sparks and fire breakage in factories. 
The aftermath of the Incident.
The Rana Plaza Collapse leads to the provision of many initiatives.  These included; The Accord of fire and the Alliance of Bangladesh legally binding agreement between international corporation and retailers and trade unions. The Accord of fire and the Alliance of Bangladesh were expected to focus on building and safety which were the key causes of challenges in the context of Bangladesh. They do not address the broader issues of labor rights, freedom of association, or business relationships in the supply chain. This could lead to the prevalence of worker issues. The Accord and the Alliance initiatives include only 1,894 plants out of the more than 5,000 plants (Heugten, 2015). The initiatives appear to be very biased.  In addition to this, the Accord and the Alliance are comprised primarily of multinational corporations from North America and Europe. This was done in the effort to curb the governance gap at national and national companies, unions, civil societies, and international organizations. In 2015, Rena Plaza workers got compensation of $30 million from citizens and consumers in Europe (Heugten, 2015). This initiative was enacted to show compassion to all families that suffered as a result of the incident. To ensure that justice takes its path, the four factory owners have been arrested and in 2017 jailed for three years over corruption (Al Jazzier, 2017).
Lessons for Other Corporations.
From this incidence, other corporations have acquired certain lessons. Other firms can learn that they are responsible for the activities in their entire supply chain including the outsourced processes (Heugten, 2015). Another lesson is that when there is a weak supplier code of conduct and an inspection system, there will be cases of child labor, de facto slavery, and abusive working conditions. Firms can also learn that with flattening of the world, the corporation’s social responsibility is becoming more globalized and hence they should be responsive.
Conclusion.
In summary, the Rana Plaza Case was a sensitive aspect the often caused a tremor not only to the context of Bangladesh but also to the whole world. More on this, it led to the reawakening of the government of Bangladesh in addressing future challenges in the industry. The Accord of fire and the Alliance of Bangladesh initiative were formed to on core aspects aftermath of the incident. It is recommendable for the government to intervene by developing infrastructure to attend to these industrial threats. Corporations should also know that they should be responsive to the potential risks while enriching worker safety and better working conditions. 
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