IFC's Engagement in the
Apparel & Textile Sectors in Emerging Markets

The UN Sustainable Development Goals (SDGs)' chart the path for the global community to eliminate extreme
poverty and to foster shared prosperity. One of the ways IFC works toward achieving the SDGs is by acting as a catalyst
in the creation of high-quality jobs, including many in the labor-intensive garment sector—which worldwide is estimated
to employ about 60 million people.?

At the beginning of 2017, the apparel and footwear industry was worth $1.7 trillion worldwide.? Projected growth for the
next year is about 2.5 percent;# if the industry were a country, its GDP would make it the eighth-largest economy in the
world—the equivalent of Italy.> About 8o percent of employees in the sector are women, typically between the ages of
18—35. For many, a garment-factory job represents their first employment in the formal economy.

IFC works with apparel businesses and brands to build their competitiveness while also helping their suppliers to address
the environmental and social challenges in the garment sector. With initiatives on resource efficiency; partnerships, such as
Better Work (an IFC—ILO partnership); gender programs; and financial innovations, such as Global Trade Supplier Finance,
IFC helps private-sector apparel firms improve sustainability and labor conditions while increasing productivity, creating

jobs and supporting economic growth.
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Global Trade Supplier Finance (GTSF) Launched in 2010,
the GTSF program™ provides short-term, post-shipment capital to
suppliers in emerging markets, immediately after the buyer agrees
to pay. The financing is automated, making capital available to
suppliers quickly and conveniently. From the program’s inception
through spring 2017, IFC has provided $1.2 billion in short-term
financing to global apparel and footwear suppliers.

Some of the benefits GTSF offers suppliers, their workers and

the environment include the following:

e Suppliers'interest rates are based on a combination of the
buyers’ cost of credit and suppliers’ performance against the
buyer’s Environmental and Social (E&S) standards (buyers
include Levi's, Puma and Nike).

e Suppliers receive monetary incentives—in the form of lower
interest rates—to make E&S improvements.

e Suppliers of all sizes get a more level playing field, because
they are provided with access to finance at competitive terms.

Better Work A partnership between the UN’s International Labour Organization and the World Bank's International Finance Corporation, Better Work convenes
representatives and stakeholders from across the garment industry—from labor to management, suppliers to brands, and regulating bodies to multinational
businesses—to boost competitiveness through improved working conditions. Worldwide, 1,450 factories and more than 100 international brands and retailers take
part. The partnership assists 1.9 million workers by providing labor assessments and training and advisory services to garment factories.®

Since 2007, Better Work has expanded from the Better Factories Cambodia program into six other developing and emerging economies. In these countries, the
program has improved working conditions and productivity at the factory level, strengthened industrial relations, and influenced national, international, and
corporate policy.

Under its new 2017-2022 strategy, the program will continue factory-level work but expand its impact from having reached 3 million workers since 2007 to reach 8
million by 2022. Better Work will accomplish this by (1) influencing business practices affecting the international garment supply chain by convening the global brands
and retailers who participate in the program; and (2) concentrating on policy work at the national and global levels. To date, the accomplishments of Better Work
include the following:

* Increased productivity: Factories that provide Supervisory Skills Training to women workers showed a 22 percent jump in productivity.

» Higher profitability: After four years in the program, factories in Vietnam showed a 25 percent increase in profitability.

e Improved position in supply chains: As factories improve their reputations with the help of Better Work, buyers tend to offer them better contract terms.

e Larger order sizes: As factories improve their compliance with labor laws and ILO core labor standards, they receive larger orders from buyers and brands.

e Fewer audits: Many businesses and brands accept Better Work's factory assessments and do not feel the need to replicate them.

Gender IFC's Gender Secretariat works with companies to enhance
employment opportunities for women while also promoting business
competitiveness. Companies that invest in women's employment gain
an important competitive advantage, because they reach a wider talent
pool, realize enhanced productivity and improve staff retention.

Resource Efficiency In partnership with global brands, supplier factories, industry
associations and governments, IFC works with factories seeking to adopt state-of-
the-art practices and technologies to reduce water, energy and chemical use in the
garment and textile industry. These practices help factories become more competitive
by lowering operating costs, increasing their productivity, and reducing their impact
on the environment. Considering the garment and textile sector’s rapid growth, its
increased export activity, and its significance to developing economies, IFC's focus

on the sector provides an avenue for promoting sustainable private-sector growth.
Through demonstration effects, IFC also catalyzes the use of cleaner energy and
resource efficiency in other manufacturing sectors.

The American multinational clothing retailer Gap Inc. joined 12 other
companies in the IFC-led SheWorks partnership to enhance women's
employment opportunities and improve working conditions.

SheWorks? member companies implemented commitments and shared

progress in the following areas:

1. Promoting women in business leadership and management

Recruiting and retaining female talent in the workforce

Implementing effective anti-sexual-harassment mechanisms

Supporting women as employees and entrepreneurs in value chains

Measuring and reporting on progress toward gender equality in the

workplace

6. Showing corporate leadership’s public commitment to women'’s
employment as a smart business strategy

Suppliers of leading apparel, textile, and footwear brands participating in IFC resource
efficiency programs in Bangladesh, China, Pakistan and Vietnam have cumulatively
achieved the following results to date:

e 36 billion liters of water saved per year

e 16 billion liters of wastewater avoided per year

* (85,000 tons of greenhouse-gas emissions avoided per year

* $64 million in operating costs saved per year

* $200 million of capital investment facilitated
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For further information, please contact Milagros Rivas Saiz, mrivassaiz@ifc.org, Global Manager, Cross-Cutting Advisory Services, IFC, 2121 Pennsylvania Ave NW, Washington DC 20433. Web: www.ifc.org




Fire & Buildings Safety in the Garment Sector How the Garment Sector Can Help Achieve the SDGs

IFC works with the Bangladesh government to design and In its engagements with the global garment industry alone,
implement business-friendly policies, laws and regulations IFC has the potential to help achieve directly or indirectly
while strengthening the institutions that implement them.? several of the SDGs.

This improves the country's ability to attract business from

international buyers and brands. GENDER CLEANWATER

1 ggVEHY EQUALITY AND SANITATION

Building on this, IFC supports intensive private-sector fire-

prevention and safety efforts,® including:

e Providing $40 million in financing for factories to upgrade
their structural, electrical, and fire safety standards?®

e Collaborating with Bangladesh Bank to build capacity in DECENTWORK AND
Environment & Social Risk Management (ESRM) for financial ECONOMIC GROWTH
institutions lending to companies in the garment sector

e Piloting a quantitative tool for generating transaction-based
E&S risk ratings for lending in the garment sector

e Conducted a study—co-funded by ILO—titled Remediation
Financing in Bangladesh’ RMG Sector,’* which analyzed the cost
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of safety improvements and factories’ abilities to finance HURLL RALALIE
this work.
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