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Abstract

The impact of COVID-19 on the textile and garment sector in Asian countries has been and continues to
be immense, and may last for a very long time. While countries in the West are emerging from the pan-
demic with some optimism that life will soon return to pre-pandemic levels, new COVID-19 outbreaks in
Asia are pushed back hopes for a recovery in 2021 and the health and mental effects in communities are
challenging pre-pandemic achievements related to the United Nations’ Sustainable Development Goals.
This paper examines the impact of the COVID-19 pandemic on the textile and garment sector, specifically
the employment and enterprise impacts, and contextualizes these within the wider development impacts
of the sector - social, economic and environmental; both positive and negative - to ask the question: how
sustainable is the sector?

AJust Transition for the garment industry in Asia is critical as the sector seeks to recover from the impacts
of COVID-19. This recovery comes also in a critical decade of action for achieving the Paris Agreement and
the Sustainable Development Goals, both of which will also alter the future of work in the sector. The pan-
demic has highlighted that vulnerability is not equally shared across the supply chain, so too for carbon
emissions, with emissions concentrating in specific production activities, and these activities geographically
concentrated in certain hot-spots - areas that are both highly reliant on the textile and garment sector, but
also highly vulnerable to supply chain disruptions and other impacts on the sector. This creates a strong
spatial dimension to the need for planning for a Just Transition in the industry; hot spots in local areas can
be turned into opportunities for accelerated community action to “build back better”.

About the authors

The paper was prepared by Dr Samantha Sharpe, Associate Professor, Ms Katarina Veem, PhD Candidate,
and Ms Karina Kallio, PhD Candidate, of the Institute of Sustainable Futures, University of Technology
Sydney, together with Dr Maria Cristina Martinez Fernandez, Senior Specialist, Environment and Decent
Work and Asia-Pacific Coordinator - Green Jobs & Just Transition for the International Labour Organization
Regional Office for Asia and the Pacific.
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» Introduction - A sector that is calling for Just
Transition action now

We are now in the third year of the COVID-19 pandemic, and the health impacts of the pandemic are show-
ing no signs of abating. Many countries around the world are experiencing second and third waves of in-
fections, and these are being followed by various forms of lockdowns, shutdowns and stay-at-home orders.
The health impacts of the pandemic in Asia are more acute in this second year, and the economic and em-
ployment impacts continue to deepen.

This paper examines the impact of the COVID-19 pandemic on the textile and garment sector, specifically
the employment and enterprise impacts and contextualizes these within the wider development impacts
of the sector - social, economic, and environmental impacts; both positive and negative - and to ask the
question: how sustainable is the sector?

Over the last 30 years the textile and garment sector has created millions of jobs, mostly for women and
in the formal economy. The sector has provided opportunities for rapid industrialization with associated
economic development and internationalization through trade, assisting low-income countries to become
middle-income countries and bringing millions of people out of extreme poverty. However, the environ-
mental impacts of the sector are pronounced, including the resource intensity of production - energy, land,
water and chemicals - and the creation of waste streams - waste water, solid waste, toxic waste and air
emissions. The social impacts are also mixed. Although the sector has provided employment, most of that
employment is low-skilled and low-wage; the work is associated with high levels of overtime, poor working
conditions, gender inequality and gender-based violence and harassment; and there are limited opportu-
nities for career paths and skills development that could lead to more secure and better paid employment.
The sector includes vast numbers of people in “working poverty”, that is, workers who cannot earn enough
income to cover their basic household expenditure (Anner 2020a, United Nations 2020).

The precariousness of the sector was already being highlighted before the pandemic, but the employment
and enterprise losses associated with COVID-19 are reversing the transformational history of socio-eco-
nomic development and employment in the textile and garment sector. An industry that has stimulated
employment and livelihoods across the world is crumbling, with opaque global supply chains where labour
standards violations and modern slavery are widespread and where production activities cause significant
land and water pollution in countries with extensive poverty and significant population density (Niinimaki,
Peters et al. 2020, Cole and Shirgholami 2021, ILO 2021a, ILO 2021b, ILO 2021c).

After more than two years of COVID-19, there is significant evidence of workers and enterprises in the pro-
duction links of the global supply chain bearing the heavy costs of losses and disruptions caused by the
pandemic, highlighting once again the deep inequality and power asymmetries in the global supply chain.
These COVID-19-triggered impacts are calling into question the sustainable development potential of the
textile and garment sector and the possibility of an accelerated Just Transition in the sector. The need to re-
duce negative social and environmental impacts of the sector to address climate change, global resource
constraints and meet the challenge of the Sustainable Development Goals (SDGs) has not diminished. In
fact, prioritizing social and environmental sustainability as part of the COVID-19 recovery is critical. There is
not sufficient time, or even the possibility of waiting for the sector to return to some semblance of pre-pan-
demic “normal” before acting on these issues.

This paper discusses how and why environmental sustainability should be a central component of our “build
back better” strategies, and why we need to evolve our existing structures and mechanisms for supply chain
governance to catalyse effective change to social and environmental sustainability across the sector. The
existing structures are not delivering; recent analysis of the effectiveness of private regulation on labour
standards in the sector shows little to no improvements over the past three decades (Kuruvilla 2021). Even
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in the time period of the pandemic, the low price-point competitiveness that has driven the sector and led to
excessive pressure on social and environmental sustainability standards has increased. Manufacturers sur-
veyed in late 2020 from a range of production countries, including Bangladesh, Cambodia, India, Indonesia,
Myanmar, Pakistan, and Viet Nam, state that, on average, prices received for the same items in 2019 have
been reduced by 12 per cent in 2020 and payment times have been increased (Anner 2020a). This price
reduction means manufacturers are likely accepting orders below cost, which has a direct impact on how
they pay employees and comply with environmental regulations and standards.

Across Asia there is a pressing need for economies involved in production activities to seriously analyse
the risks and opportunities presented by de-carbonization and increased social and environmental sus-
tainability in the sector and to collaborate to actively shape the role the region will play in the sector going
forward. The process of a Just Transition - achieving sustainability transitions in a way that is “just” to the
workers and communities involved, ensuring no one is left behind - is a relevant concept in this current
situation. The emerging policy and social dialogue surrounding the Just Transition process provides a use-
ful guide for structuring recovery actions and investments to enable a sustainable recovery of the sector.
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» 1 The globalized garment supply chain has Asia
as its epicentre of production and exports, but
environmental deficits are evident

The garment supply chain is one of the most complex and globalized supply chains of any merchandise or
commodity. The sector was one of the earliest to globalize and textile and garment production has played a
unique and defining role in the economic development of many nations. It was the critical industry that led
to the first industrial revolution, and ever since, the development of a garment industry has signalled more
sophisticated industrialization within national economies, most recently in Asia (ILO 2019). While the sector
contributes to industrialization, internationalization and economic development in certain nations, itis also
intensely competitive, with investors willing to move plants to other lower cost locations - leading to a “race
to the bottom” scenario for garment exporting countries (IHRB and Chowdrey Centre at UCBerkerley 2021).

Globally, textiles and garments accounted for more than US$798 billion in export trade in 2019, with world
textile and apparel exports totalling US$305 billion and US$493 billion, respectively (WTO 2020). China, the
European Union and India were the top three exporters of textiles in 2015, accounting for more than 70
per cent of global production. Based on these statistics, Asia plays a critical role in the textile and garment
supply chain.

The sector also plays a critical role in employing people, and provides large amounts of low-skilled employ-
ment that offer opportunities for workers to move from informal to formal work. Before the pandemic
there were various estimates that the sector employed 60-70 million people globally. The sector has seen
substantial growth in employment in the last two decades; in 2000 the sector was estimated to employ 20
million people globally (Stotz and Kane 2015). Most of this employment growth has been in Asian countries.
For example, in Bangladesh the ready-made-garment sector was employing 4 million people in 2014, up
from just 300,000 in 2000 (ADB and ILO 2014).

The sector is an important source of employment for women. The Clean Clothes Campaign estimates that
three-quarters of garment workers worldwide are female (ILO 2019). Textile and garment supply chains
are highly gendered; most workers are women, and the further down the supply chain the more female
the workforce becomes (CCC 2005).

The presence of textile and garment manufacturing in a country is seen as trigger for industrial develop-
ment in related manufacturing activities, such as chemicals, as well as being a trigger for creating trade link-
ages. The sector brings significant foreign direct investment into production countries, and offers emerg-
ing economies an opportunity to participate in global trade, with textiles and garments making up 60-90
per cent of total merchandise exports in emerging economies in Asia (WTO 2020). All of this highlights the
importance of the textile and garment industry for many countries, as well as for individual workers and
businesses within these countries.

The textile and garment sector has significant negative environmental impacts. These impacts are concen-
trated at certain points in the supply chain, particularly in four areas:
e weaving, dyeing and finishing processes in textile manufacturing;

e energy use throughout the supply chain, but concentrated in textile manufacturing and to a lesser ex-
tent in garment assembly;

e textile waste associated with garment assembly; and

e transportemissions throughout the supply chain, as materials and then final products are shipped globally.
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The most significant impacts, however, are within the first two areas, with the main impacts deriving from
the intensity of water resources use, chemical use (including toxic chemicals), waste water discharges and
lack of treatment processes, as well as energy use and the carbon intensity of electricity.

Textile manufacturing is very water- and chemical-intensive. The growth and sustainability of the sector is
highly dependent on how resources are managed. The textile industry in general has an enormous water
footprint ranging from agricultural water consumption for cotton farming, to water consumption in textile
printing, dyeing and finishing. The sector is one of the largest users of fresh water in the world, consuming
an estimated 79 billion cubic meters of fresh water annually across the entire value chain (United Kingdom
2019). As textile production is prevalent in countries that already have insecure water supplies, water crises
are forecast in several textile-producing countries.

The sector is also responsible for severe water pollution by discharging large volumes of wastewater con-
taining hazardous substances into rivers and water courses without appropriate treatment. It is reported
that 20 per cent of industrial water pollution globally is attributable to the dyeing and treatment of textiles
(EMF 2017).

Moreover, the increase of fast fashion has stimulated demand for fast, cheap and low-quality goods. Both
the growing volume of garment production and how these garments are used and disposed of have re-
sulted in increasing climate change impacts stemming from the garment sector. Between 2005 to 2016,
the climate impact of various production stages in the apparel sector increased by 35 per cent and is pro-
jected to continue to increase under a business-as-usual scenario (Quantis 2018).

The carbon footprint from the sector is significant, with calculations estimating the sector accounts for 6-8
per cent of total global emissions (Niinimaki, Peters et al. 2020). The carbon intensity of production is directly
related to the carbon intensity of electricity supply in production countries. Over 60 per cent of textiles are
used in the garment sector, and a large proportion of garment manufacturing occurs in China and India.
India relies heavily on hard coal and natural gas for electricity and heat production, sharply increasing the
carbon footprint of each apparel product.

Decarbonization of the sector will be closely related to the clean energy transition. Encouraging energy ef-
ficiency and switching to renewable energy sources, such as solar, hydro or wind power, can significantly
reduce emissions and improve the sustainability of textile production. Although there is growing pressure
and scrutiny on major international brands and their decarbonization plans, it is national ambitions and
strategies for clean energy transition, including energy efficiency incentives and standards, that will drive
energy-related emissions reductions in the sector.



07/

P ILO Working Paper 54

» 2 The impacts of COVID-19 in the sector are felt
deeper in garment-producing Asia

Many sources have highlighted the employment, economic and health impacts of the COVID-19 pandemic
(Berg, Haug et al. 2020, ILO 2020, CCC 2021). The pandemic has affected all parts of the textile and garment
supply chain, and employment and enterprise impacts have occurred in most countries - both production
and consumption countries. However, these impacts have been concentrated in production countries, and
it is in these countries where employees receive less income and have little recourse to social protection
measures, and governments in countries where the impacts have been most devastating are generally less
able to provide assistance packages.

One of the impacts of these disruptions is that investment in more sustainable processes and equipment,
sustainable materials sourcing and carbon emissions reduction - which were becoming more prominent
before the pandemic - are now being relegated to a secondary consideration (Berg, Haug et al. 2020).

2.1. The employment and enterprise impacts from the pandemic
are multidimensional

Global trade in garments declined sharply in the first half of 2020. Estimates suggest that exports from
Asian garment producing countries to major markets dropped by more than 70 per cent (ILO 2020a). As
the virus first emerged in China, the associated travel and production restrictions put into place to man-
age the pandemic created supply chain constraints for the sector in early 2020, long before lockdowns in
many countries came into place (ILO 2020b). Demand side pressures soon compounded these impacts as
lockdowns shut down most retail activity in Europe and the United States of America for large periods of
time in 2020 and during the second wave in 2021. In Europe, the textile and garment sector experienced
a 50 per cent drop in sales (BoF and McKinsey 2021). In 2020, as global retail activity slowed, international
buyers and brands began cancelling orders as retail spending declined. Government mandated closures of
production facilities further disrupted the sector. The economic impact of the pandemic on suppliers and
manufacturers across Asia was multi-dimensional (Moazzem, Khatun et al. 2021), with these production
businesses needing to manage cancelled orders and requirements to discount orders in response to fall-
ing retail demand experienced by international buyers and brands as a result of lockdowns overseas, and
then the need for closure of factories as domestic lockdowns came into effect.

The ILO (2020a) estimates that one in two garment workers had been affected during the first phase of
the pandemic, either through loss of pay, loss of working hours or complete job loss, and that on average,
garment workers had lost between two and four weeks of work. At the end of 2020, among all the workers
that had been furloughed, only three in five have been called back to work, and usually at reduced hours.

In the textile and garment sector it is common practice for payment for orders not to be received until af-
ter they are shipped. Therefore, cancelled orders have an immediate impact on the cashflow of the affect-
ed business, and also flow back up the supply chain, as these businesses are unable to pay their suppliers
for the raw materials, labour and other inputs (ECCHR 2020).

Bangladesh

In the early months of the pandemic in 2020, Bangladesh manufacturers experienced more than US$3.4
billion of cancelled or suspended orders, which in turn immediately affected some 2.17 million workers
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(Anner 2020b). Exact employment losses are hard to determine. One study of Bangladesh at the end of
2020 estimated some 500,000 workers in the textile and readymade garments sectors were permanently
unemployed, with many more workers in interrelated sectors, such as truck drivers, port workers and sup-
pliers, also at risk of losing their jobs (Textile Today 2020). Another study estimated that in the period from
December 2019 to September 2020 garment workers average earnings declined by 8 per cent, impacting
workers ability to buy food and other household necessities (Moazzem, Khatun et al. 2021). When factories
re-opened, order cancellations and price discounts requested from international buyers left many facto-
ries in a situation of either having to lay off workers or delay wage payments (HRB and Chowdrey Centre
at UCBerkerley 2021).

At the end of 2020 readymade garment factories were operating at 55 per cent production capacity due to
reduced number of orders and health safety guidelines (Textile Today 2020). The ongoing uncertainty and
second and third waves of infections have also dampened forward orders by brands and other buyers.

Cambodia

During the first wave of COVID-19 infections Cambodia had relatively few cases, but the impact of cancelled
orders and reduced demand in other countries had a significant impact on employment in Cambodian
garment factories. In June 2020 some 230 garment factories had ceased operations, leaving hundreds of
thousands of garment workers suspended from their jobs(Sothath, Leakhena et al. 2021). In a recent study
of the impact of COVID-19 on various sectors in Cambodia, 98 per cent of surveyed garment workers had
experienced work suspension between March and July 2020, with suspensions averaging 10 weeks at the
time of the survey in July 2020. Fortunately, the same study reported some 95 per cent of suspended work-
ersreceived their full financial entitlements, although these entitlements are less than the incomes workers
would have otherwise earned. When workers returned to their jobs, in most cases it was not to the full lev-
el of employment they had been working prior to the pandemic, and many enterprises have since closed
altogether (Sothath, Leakhena et al. 2021).

Cambodia has experienced a second wave of COVID-19 infections, and with this second wave there have
been many more infections, which necessitated various lockdown and stay-at-home orders that have fur-
ther disrupted production.

Indonesia

The textile and garment sector in Indonesia accounts for 11 per cent of manufacturing exports, 5 per cent
of total exports and employs some 5.1 million people (Pane and Pasaribu 2020). The Indonesian sector was
deeply impacted by the first wave of the pandemic with demand for textiles and garments falling sharply
both for export and domestically (as demand from shopping malls declined with social distancing require-
ments). Textile and textile product exports reduced by 52 per cent in 2020 (compared to 2019 figures), and
domestic retail sales of clothing declined by 74 per cent (Pane and Pasaribu 2020). Online sales in the do-
mestic market provided some continuing source of demand, although Indonesian customers have not
transitioned to online sales to the same extent as witnessed in other overseas markets (Meylinah 2020).
The increased demand for personal protective equipment (PPE) also provided some additional demand for
textiles in 2020. The Indonesian Chamber of Commerce highlighted that some 2.1 million workers in the
textile and garment sector were unemployed because of the pandemic in July 2020 (Meylinah 2020). As the
Indonesian sector is highly dependent on imported raw materials (such as US cotton) the continuing sup-
ply disruptions caused by fluctuating global demand and requirements for social distancing in production
facilities make the sector and its workers highly vulnerable.

In 2021 Indonesia experienced a second and much larger wave of COVID-19 infections. This has required
impositions of new restrictions, including lockdowns and closures of textile and garment factories - al-
though the sector is defined as “essential”, it must operate within health protocols, including only allowing
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50 per cent of production workers and 10 per cent of administrative workers into facilities at any one time
(BetterWork 2021).

Viet Nam

Garment manufacturing firms in Viet Nam were also immediately impacted by the first wave of the pandem-
ic. The Vietnamese sector is also strongly dependent on international markets for customers for the final
product, as well as being reliant on imports for raw materials such as textiles. Viet Nam imports between
60-80 per cent of the materials and components for garment manufacturing (Chi 2020). This meant that
earlier supply disruptions and lockdowns in China in late 2019, and then the closure of the Viet Nam-China
border in late January 2020, significantly impacted the sector before the health impacts of the pandemic,
which required various stay-at-home directives in Viet Nam from March 2020. A survey completed in May
2020 showed more than 74 per cent of firms had been impacted by declining demand (a more than 30 per
centdecline on 2019 figures) and a similar amount had responded by furloughing workers (ILO 2020c). The
most heavily impacted businesses have been micro, small and medium enterprises. Manufacturers also
experienced cancelled orders and requests for large discounts on already produced garments or on those
that were in the midst of production.

The disruption from continuing lockdowns in Europe and the US throughout the later parts of 2020 and into
mid 2021 has added further to supply chain disruptions and overall demand reductions for production from
Viet Nam. Viet Nam is experiencing a second wave of COVID-19 infections in mid-2021, this time at higher
rates than in 2020. Many garment factories, especially around Ho Chi Minh City have been forced to close or
implement social distancing requirements including reducing staffing levels to comply with health orders.

2.2. The pandemic is causing structural changes in the sector
with lasting effects for small suppliers

As these country snapshots show, the impacts of COVID-19 have been immense and ongoing over the
course of the pandemic - testing the resilience of even the most robust enterprises. Since the emergence
of the pandemic, structural changes to how the sector operates have become visible. A process of bifur-
cation is occurring, with trends in the sector showing production facilities are moving in two directions.

The first trend is that larger, more resourced and productive manufacturers with direct customers in inter-
national brands and buyers are increasing the sophistication of their business operations through invest-
ment in more technology. These larger firms, which may have subcontracted part of their orders in the
past, now process more or all these orders within their business to keep their workforce and production
systems fully operational. There is also evidence that these larger manufacturers - which have a diverse
portfolio of customers (fast fashion brands and more premium, higher-end brands) and service a mix of
geographical locations (United States, Europe, the Republic of Korea, Japan, Taiwan (China) and Russia) -
fared better during the pandemic, managing to sustain and even in some cases grow their orders (ILO
2020c). Diversification as a hedge against risk is an opportunity available to both suppliers and internation-
al brands, but it requires suppliers to be large and well-resourced enough to be able to select customers.

The second trend involves smaller and less resourced firms, who are struggling with continued declining
demand and who are being forced to undercut prices further to get work, which in turn is placing pres-
sure on their ability to adequately meet labour and environmental standards. This trend is highlighted in
the practice of “pandemic sourcing” - essentially using suppliers’ desperation from low order volumes to
press for discounts and longer payment schedules (Anner 2020a). These sourcing practices are having the
impact of increasing unemployment and bankruptcy for those enterprises unable to cope, and also in-
creasing the informalization of labour, as unemployed workers turn to home-work and piece work to earn
income (Anner 2020a).
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The pandemic is also impacting the ability of governments in countries highly reliant on textile and gar-
ment exports to provide business support and social protection for affected workers and enterprises. This
means that not all countries can come out of this crisis in the same way. Moazzem et al. (2021) suggest a
market-based solution to the ongoing impacts of the pandemic in these countries - with brands commit-
ting to ordering a certain percentage of goods from these countries and then these orders being shared
among enterprises. Such commitments would enable some element of financial stability to return to the
sector, without requiring further undercutting of costs. Further, the pandemic has also led to a deteriora-
tion in both public and private forms of supply chain governance. Both governments and multi-national
corporations have failed to enforce labour standards in supply chains, leaving workers less protected and
enabling a lowering of labour standards (LeBaron, Kyritsis et al. 2021).

The implications of these two different sets of impacts within the production links of the supply chain means
not all firms will re-emerge from the pandemic, and the support required for recovery will need to be differ-
ent in different sections of the supply chain. This is especially the case if we want the sector to “build back
better” and use the disruption of the COVID-19 pandemic to drive change in the social and environmental
sustainability of the sector. It is clear from the pandemic impacts discussed, that some firms will require
greater financial and human resources to develop strategies to build back better. The diverging trends in
supply chain transformation spurred by the pandemic also highlight the need to develop supply chain col-
laboration and governance models, and that these models need to be coordinated and integrated with
domestic regulation, incentives and stimulus interventions.
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» 3 The power unbalance among producers-suppliers
needs refocusing for partnerships for a Just
Transition

Already before the COVID-19 pandemic, the need for a robust sustainability agenda that includes both so-
cial and environmental imperatives was evident in Europe and North America. At the end of 2019, McKinsey
and Company undertook a survey among 64 sourcing executives responsible for a total sourcing value of
over USD 100 billion, and through that survey four areas were identified for sustainable-sourcing transfor-
mation, including: sustainable materials, transparency and traceability, supplier relationships transforming
into strategic partnerships, and reinventing purchasing practices (McKinsey and Company 2019). Social and
environmental sustainability were considered main drivers by two-thirds of Chief Purchasing Officers in
encouraging garment manufacturers to invest proactively in environmental sustainability, worker well-be-
ing and fair wages.

However, while the sentiment for enhanced environmental sustainability exists, measures that can drive
implementation at the scale and pace required for industrial transformation have not been developed or
resourced. There are many initiatives and forms of private regulation that are focused on social sustain-
ability (including decent work criteria such as adequate wages and compensation, non-discrimination,
workplace safety and freedom of association) and environmental sustainability (environmental regulatory
compliance, phase-out of hazardous chemicals, water efficiency and waste water treatment, and energy
efficiency and carbon emissions reduction). Social sustainability efforts have had a longer period of opera-
tion, and recent analysis shows that these efforts have not translated into widespread improvements in the
sector (Kuruvilla 2021). Environmental efforts have also been unable to stem widespread environmental
damage in the sector (Ortmann 2017, Niinimaki, Peters et al. 2020, ILO 2021a).

To date, analysis and commentary on the impacts of the COVID-19 pandemic have largely focused on the
failure of globalized supply chains to maintain minimum social sustainability standards, including pay and
remuneration to workers (including redundancy payments), occupational safety and health standards (OSH),
and advocacy to brands and buyers to insist they refrain from unsustainable business practices such as can-
celling contracts, discounting in-progress orders and the use of force majeure in contracts. Many of these
conditions were evident before the pandemic, including low wages, forced overtime, poor OSH practices,
substandard working conditions, and threats of layoffs and harassment (Lipschutz 2004, Maria-Ariana 2017,
Yawar and Seuring 2017, Majumdar and Sinha 2019).

The pandemic has had the effect of exacerbating these weaknesses. A prominent reason given for the in-
tractability of addressing social sustainability is the dominant power of international brands and buyers
to set prices, delivery terms and conditions - with suppliers operating in a highly competitive, price-driv-
en market with low barriers to entry for transnational capital. Suppliers have little to no bargaining power,
and feel that although brands highlight (social) sustainability criteria, their economic considerations were
of higher importance (Majumdar and Sinha 2019).

The process of Just Transition involves a policy framework that places dialogue at the centre of activities (ILO
2015).In a development context, a Just Transition also includes that just and equitable socioeconomic trans-
formations are required to meet both the 2030 Sustainable Development Goals and the Paris Agreement.
It means a critical focus both on inclusive and quality employment (decent work), including for women and
other marginalized groups; social protection systems; and poverty reduction alongside reducing carbon
emissions and protecting and restoring ecosystems (Sharpe and Martinez-Fernandez 2021). The domi-
nant historical patterns and models of development have been carbon-intensive, and have included per-
sistent inequality, environmental degradation and failures in many other areas of human rights, such as
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decent work, gender-based violence and harassment, discrimination, and forced and child labour. There
is a need to create new development pathways that are also net zero carbon and environmentally restor-
ative (Swilling 2019, Winkler 2020).

3.1. A Just Transition in the textile and garment sector can
correct the imbalances exacerbated by COVID-19 and turn them
into opportunities for Asian communities

As the UN Climate Action for Jobs Initiative - announced in September 2019 - highlights, the process of a
Just Transition requires activities mapping of issues and actor roles, dialogue, and then the planning and
implementation of strategic investments. Just Transition planning will actively bring employment and job
creation goals into the structuring of actions and investments for a sustainable recovery post-COVID-19.

TheILO's 2015 Guidelines for a Just Transition towards Environmentally Sustainable Economies and Societies
for All highlights that the greening of economies and work will require “a country-specific mix of macroe-
conomic, industrial, sectoral and labour policies that create an enabling environment for sustainable en-
terprises to prosper and create decent work opportunities by mobilizing and directing public and private
investment towards environmentally sustainable activities” (ILO 2015, 6). The Guidelines identify the fol-
lowing nine interrelated policy areas that will each provide critical elements for achieving a Just Transition:
macroeconomic and growth policies;

industrial and sectoral policies;

enterprise policies;

skills development;

occupational safety and health;

social protection;

active labour market policies;

® N o u & W N =

labour rights; and
9. social dialogue and tripartism.

JustTransition planning is a new skill set for policymakers (ILO and ASEAN 2021). Identifying and implement-
ing a context-specific policy mix for sustainable supply chains, enterprises and decent work is an emerging
challenge for nations. In globalized supply chains the challenges are multiplied in coordinating action, am-
bition and policy across multiple jurisdictions that encompass the supply chain, and ensuring the aligned
incentives exist for communities and nations in planning and implementing a Just Transition.

Evidence suggests that implementing strategies for decarbonization alone will not necessarily bring about
more work or work that is decent ' (ILO 2018). Similarly, there are also no guarantees that a transition will
be “just” where existing inequalities are addressed and reduced, and no person or community is left behind
in the transition, if the issue of sustainability is not adequately addressed (Swilling 2019). The decent work
agenda has not been reduced in importance in the face of the sustainability challenge but has always been
integral to it (ILO and ASEAN 2021). A sustainable society must be “socially just, environmentally friendly,
and economically efficient” with governance to ensure decent lives for all (Olsen 2010 p.294).

' Decent work refers to work that meets the ILO decent work standard; that is, work that is fairly remunerated, safe, free of discrimi-
nation, and with freedom of association.
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Just Transition planning in the textile and garment sector will map how the sector accomplishes decarboni-
zation and achieves the SDGs. The planning processes identifies the workers, enterprises and communities
that will be impacted. Analysis shows that carbon emissions occur along the value chain but are most sig-
nificantin the yarn and fabric production phase, which is also consistent with other environmental impacts,
such as water consumption and chemicals use (ILO 2021b). The scale and pace of systemwide change in
garment manufacturing required to meet targets for climate action means that there will also be signifi-
cantimpacts on the world of work in these components of the supply chain. Reducing carbon emission will
require changes to business models alongside technological and process innovation.

While the garmentindustry is structured through global value chains, there are production hotspots that are
localized in Asian countries with communities heavily dependent on garment factories for their livelihood.
For example, the Bangladesh economy is highly reliant on the textile and garment sector, with more than
80 per cent of the country’s exports coming from it. In Pakistan more than 50 per cent of exports are from
the textile and garment sector; in India it is 55 per cent (Niinimaki, Peters et al. 2020). Such high concentra-
tions of specific links in supply chains in specific areas both concentrate the environmental impacts (such
as the water pollution impacts from textile manufacturing in the outskirts of Dhaka region) and increase
the vulnerability of these regions to supply chain shocks (such as the current shock being experienced due
to the COVID-19 pandemic). The concentration of carbon-intensive activities associated with the sector is
also a vulnerability - especially if the process of decarbonizations is not justly undertaken.

These communities, as well as the regions and nations within which they are situated, need to develop
pathways to reduce these vulnerabilities. Social dialogue processes need to inform analysis of the costs and
benefits of the sector in these places, with an ambition for a Just Transition as an alternative to continuing
vulnerabilities. The COVID-19 pandemic has sharpened the need for formalized Just Transition process-
es that ensure realistic pathways to climate action and sustainability, and the need for an implementable
framework that shares the burdens and opportunities across the sector so that no one, or no communi-
ty, is left behind (ILO 2018). These “hotspot” areas should be prioritized for investments in Just Transition.

Enabling a Just Transition, and planning for this transition, means that the opportunity offered by sustain-
able development and green job creation from decarbonization and adaptation also results in better jobs
and more decent jobs for women and men. It also means that those workers, firms, communities and sec-
tors affected by the need to decarbonize and the need to adapt to the changes receive the support, infor-
mation, training and capacity they need to successfully transition. Green jobs and decent jobs need to be
planned for, as they will not necessarily occur automatically or in the volume required unless Just Transition
planning takes place.

Any direct investment specifically targeting decarbonization and changes in the textile and garment sec-
tor also needs to explicitly consider the employment dimension, including the potential differing impacts
on specific groups based on gender, migration status and disability. Changes and innovations include: in-
vestments in energy efficiency and renewable energy infrastructure; improved technologies and processes
for textile processing; the phasing out of hazardous chemicals, micro-plastics, textile waste and untreated
waste water being released into waterways; and behavioural and business model changes associated with
more sustainable production and consumption systems, including the circular economy and other sustain-
able and regenerative business models.

Asignificant challenge to sustainability transformation of the textile industry in Asia is the limited awareness,
competence and technical knowledge of environmental sustainability. This holds true for many factories,
workers, communities, technical consultants, training organizations, agencies and local to national gov-
ernments - the whole industry ecosystem (Tyler, Hall et al. 2018, ILO 2021b). To avoid overshoot of critical
planetary boundaries and to address global commitments to climate change action, collective, purposeful
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and just social transformation is needed, but what are the specific elements of a Just Transition in the tex-
tile and garment sector? Critical contributing factors include:

e National environmental and regulatory frameworks and the necessary monitoring and enforce-
ment to encourage transformative investment in long-term environmental sustainability (ILO 2021a).
Transformative environmental policy addresses on-going processes of societal change and utilizes them
for achieving environmental sustainability. It assumes that governments react slowly to societal change
and that there is a need for the development, support and innovation that have the most potential of
redirecting societal trends towards sustainability (Schot and Steinmueller 2018).

e Processes for gender-responsive social dialogue, co-creation and use of knowledge of environmental
sustainability and eco-innovations alongside strengthened labour and social rights for workers, which
includes environmental sustainability elements such as knowledge co-creation. This is an effective way
to educate and train workers, enabling them to improve basic environmental issues such as dripping
taps in factories, as well as to transfer environmentally sustainable practices between their workplace
and community, and vice versa.

e Workers and management working collectively, together with other stakeholders, provide a promising
avenue for initiating and promoting local transitions and transformative adaptation. One example of
this collaboration is in the form of multi-stakeholder platforms (MSPs). One such MSP in operation
in the textile and garment sector is the Sweden Textile Water Initiative (STWI). This MSP is a collabo-
ration between Scandinavian brands and their Asian supply chain, and includes social dialogue and
training of workers and management with local technical consultants. The interventions were of a ca-
pacity-building nature, and include detailed technical assessments followed by a variety of recommen-
dations for technical improvements, including significant investments. Workers brought messages re-
garding topics such as toxic substances and water pollution to their communities and put these in their
local and household context and shared with their neighbours. The documented successful results of
the platform indicate that both inter- and transdisciplinary collaboration is needed to address the com-
plex challenges facing the textile industry (STWI 2017). Today STWI works with COVID-19 training in the
textile and leather supply chains in Bangladesh.

e Strengthening the role and voice of women in the textile and garment sector to achieve transfor-
mational changes and meet development objectives. Gender equality and environmental sustainabil-
ity are intrinsically linked. Women make up most of the workforce in the sector, and they are also the
most vulnerable to environmental damage caused by the sector and the broader impacts of climate
change. Therefore, developing and implementing mechanisms and actions that address barriers and
challenges to women'’s equal participation and success alongside achieving environmental sustainabil-
ity will increase the overall sustainability of the sector.

e Sustainable development requires knowledge that strikes a balance between scientific and other forms
of knowledge to meet the needs of society more effectively and to inform sustainable policy directions.
The involvement of a range of research actors in knowledge creation for governance and sustain-
ability transformation within the textile and garment industry is required because these actors bring
new technical, organizational and behavioural insights into the collaborative process. Co-production
of knowledge on the role of sustainability in the textile supply chain needs to engage the full range of
stakeholders - including workers, management, practitioners, scientists, the private sector, civil society
and policymakers - in stakeholder dialogues and collaborations to develop a common understanding
and to clarify actions though shared insights within an interactive process.
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» Conclusion and opportunities for change

There is clear evidence that the textile and garment sector has been irretrievably altered by the COVID-19
pandemic, and if business will not go back to what was it was, what will the “new normal” look like for the
sector in Asia? This paper shows that the global textile and garment supply chain needs business models
that place a greater focus on the interdependence of social, environmental, technical and economic con-
ditions under which production occurs. The sector also requires fundamental changes to pricing and con-
tracting practices, with resulting impacts on supply chain business models. Governments will need to de-
velop and enforce gender-responsive policies that ensure sustainability and appropriate labour rights that
support long-term industrial growth. The crisis provides an opportunity to build back better, and public
policies will play a vital role in stimulating the economy to operate within the “safe and just” space between
an ecological ceiling and a social foundation.

4.1. Building capacity for sustainable collaboration

COVID-19 has caused massive disruptions to the supply chain. The power asymmetries in the sector are
such that this shock has been dealt with by shifting the economic burden of the supply chain disruptions
onto the parts and people of the sector that are least resourced to cope. The cost and risk burdens between
brands, suppliers and subcontractors need to be more equitably shared, and this requires collaboration to
develop a way forward. Failure to share these burdens will mean that when the supply chain looks to re-
start, it will be seriously impaired.

Collaboration and capacity-building has been described as an essential capability in the recovery period -
as no company will be able to come through the crisis without collaborating and sharing strategies, data
and insights, even between competitors (McKinsey and Company 2020 and BoF). Deep supply chain col-
laboration, especially when linked to new innovations and technologies that enable the visibility of each
participant in the supply chain, can contribute to transparency and further sustainability innovations - but
the question remains, how will the structure and governance for this collaboration work?

Collaboration is also a resource-intensive process, both in terms of human resources and time, and in-
creased collaboration will not happen without direct interventions to support cross-sector networking and
collaborative projects. Collaboration also requires a specific set of organizational capabilities - capabilities
that are very similar to innovation capabilities - in that an organization needs to understand how they ob-
tain and use new knowledge and how they can combine their knowledge with that of other organizations.
These capabilities do not exist in all organizations, let alone in equal amounts; so for cross-sectoral collab-
orations to succeed, it will also be necessary to invest in activities that build collaborative capacities in or-
ganizations across the supply chain.

Since their more systematic use beginning in the early 2000s, MSPs have been geared towards improving
stakeholder dialogues, aiming to reach agreements despite different baselines or views on a variety of top-
ics. MSPs can be broadly defined as “ongoing working relationship[s] between organizations from differ-
ent sectors, combining resources and competencies and sharing risks towards achieving agreed shared
objectives whilst each also achieving their own individual objectives” (Hazelwood 2015, 2). Representatives
from different interest groups jointly discuss shared challenges, opportunities, policy actions and advocacy
strategies (Warner 2005). They have the potential to tackle complex development challenges and to assist
in the scaling up of necessary innovations (Hermans et al. 2017; Tengberg et al. 2020).

Common for most MSPs is that they involve a preparation period where stakeholders define their positions
in relation to the issues, discuss, analyse, share perspectives and co-create. The five-step process of initi-
ation, mapping of key issues and actors, dialogue preparation, realization, and follow-up is typically over-
seen by a so-called facilitating agent responsible for convening and guiding the dialogue to ensure that
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all voices are heard (Melo 2018). MSP activities can range from upholding rights, participatory democracy,
training or capacity-building, to coordinating sectors or strengthening dialogue between levels of govern-
ance (Backstrand 2006).

In the textile and garment industry numerous MSPs have operated in Asia in the past decades, frequently
supported by development aid donors or the multilateral institutions. PACT, Clean by Design and Sweden
Textile Water Initiative are a few that have focused on providing training and capacity-building on numerous
sustainability topics relevant for manufacturers. The programmes have been successful in building facto-
ry-level capacity. Regrettably the programmes have had time-limited funding, and therefore only had the
opportunity to work with a limited number of manufacturers. As the sector recovers from COVID-19, MSPs
that have the ambition and resources will need to scale up coverage to much more of the supply chain.

4.2. Promoting sustainable and regenerative business models

The COVID-19 pandemic has highlighted the fragility of the supply chain, and much of this can be traced
back to buying and contracting practices and business models that effectively limit social and environmental
compliance, particularly in the production links of the supply chain. In the future, truly equal partnerships
between brands and suppliers are required. Such relationships cannot only be about price, as has been the
focus of traditional practices and business models. Building revenue on the economic, social and environ-
mental differences of developed and developing economies has to be addressed, as does the promotion
and proliferation of sustainable and increasingly regenerative business models.

Changes in production and consumption systems - such as the circular economy, which calls for the slow-
ing and closing of production and consumption cycles - can add to demands for near-shoring or on-shor-
ing of textile and garment manufacturing closer to where consumers are located. This may especially be
the case when production is coupled with increased after-sales services to consumers, such as repairs
and second-hand sales. Collaborative partnerships are crucial to the development of sustainable business
models for circular supply chain management that lead to reductions in raw material utilization and waste
generation (Nosratabadi et al. 2019). This also requires a shift in mindset towards “designing out waste”
and seeing “waste as a resource” (McDonough and Braungart 2002). Such a shift would offer many possi-
bilities for adding value to material resources and support greater transparency throughout supply chains.

The COVID-19 pandemic has revealed the reality that textile and garment industry supply chains are deeply
nested in complex, living social and ecological systems that are dynamic, interdependent and networked.
Regeneratively sustainable business models are designed and developed in alignment with dynamic living
systems awareness. This shift in perspective enables organizations to continuously develop their ability to
respond appropriately to an ever-changing, complex environment by developing their relationships and
responsibility through life-affirming, conscious leadership and agile organizational development. The focus
shifts from the short-term, transactional interactions for economic gain that are commonplace in conven-
tional compliance-based business models, to one that is value-adding and co-creates mutually beneficial
partnerships with all stakeholders, including employees, customers, shareholders and local communities
and natural ecosystems. This regenerative way of being and doing business aligns its values with ethical
and sustainable practices, such as corporate social responsibility and circularity, and this reciprocal rela-
tionship with people and the planet helps ensure the long-term viability of the organization and surround-
ing ecosystemes.

A necessary part of the regenerative sustainability perspective is to acknowledge and tend to the whole [i-
fecycle of the system, including the decline of the system. This is particularly relevant for the garment and
textile industry within the context of the current COVID-19 pandemic. There is little reason to go back to
business-as-usual. The disruption of the textile and garment industry presents a once in a working lifetime
opportunity to re-direct the industry so that it delivers the future we want - the future sketched by the United
Nations' SDGs. It is a time to reassess the role and potential of the garment and textile industry - its poten-
tial to develop better, more meaningful work and to transform communities through a Just Transition. This
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regenerative and transformative time may allow space for structures and practices that are not fit-for-pur-
pose to dissolve away and provide the nutrients needed for the emergence of new innovations that have
the potential to catalyse aJust Transition to a regenerative and just system where all people and living sys-
tems engaged with the industry may flourish.

4.3. Representation for sustainable recovery

As we continue to make plans for recovery, we need to ensure all stakeholders are included in the planning.
The realization of sustainability requires representation of a broader range of stakeholders (Beyers and
Heinrichs 2020). Achieving enhanced environmental sustainability needs to include all stakeholders across
the supply chain, from brands, buyers, associations, and large and small businesses. It also needs to in-
clude women, who have historically been underrepresented in decision-making in the textile and garment
sector, despite accounting for the majority of the workforce. Including a wide cross-section of the supply
chain in collaboration and ensuring all stakeholders have equal access and voice to participate are critical
for success. Business size, place and role in the production system are all lenses that need to be applied to
stakeholders. Also, there is a need to ensure recovery planning is done through a gender lens so that the
recovery builds a more gender-equal sector, rather than deepening existing inequalities.

4.4, Prioritize investments in SMEs

Most companies in the textile and garment sector are small- and medium-sized enterprises (SMEs). SMEs
have capacity constraints in terms of human, financial and knowledge resources, and often have difficulties
in meeting the requirements of international buyers and brands in the supply chain in terms of volume of
orders, timing of delivery, quality and sustainability standards, requiring them to subcontract orders from
larger businesses. This is especially the case in export-oriented production activities. This means that SMEs
operate as lower-tier suppliers, taking orders from vendors and for activities that are highly defined, add
less value and therefore provide less opportunity for good or even adequate returns and the ability to meet
social and environmental standards (ILO 2019). Well-acknowledged barriers to sustainability include access
to finance and knowledge gaps (ILO, 2021b).

There are many initiatives across the sector that focus on either social or environmental sustainability, or
both; however, these initiatives are usually brand-led, focused on larger businesses, and use audit or com-
pliance mechanisms to achieve improvements. Capacity-building through multi-stakeholder initiatives can
enable just knowledge and skills development, and investments focused on enhancing social and environ-
mental improvement of SMEs are needed.

4.5. Refocus partnerships for sustainability in “hotspots” of local
concentrated production

The impact of COVID-19 on the textile and garment sector in Asian countries has been and continues to
be immense and may last for a very long time. New COVID-19 outbreaks in Asia pushed back hopes for a
recovery in 2021, and the physical and mental health effects in communities are challenging the pre-pan-
demic achievements towards realizing the SDGs. At the beginning of this paper, we asked the question,
how sustainable is the sector? The country-level snapshots and wider sector coverage above show how
power asymmetries across the global supply chain have meant that the workers and enterprises in pro-
duction centres - predominately in Asia - have carried the burdens related to supply chain losses and dis-
ruptions. This has resulted in continuing downward pressure on both social and environmental sustaina-
bility standards in the sector.
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The pandemic has highlighted that vulnerability is not equally shared across the supply chain. This is true
too for carbon emissions, with emissions concentrating in specific production activities, and these activi-
ties are geographically concentrated into certain hotspots - areas that are both highly reliant on the textile
and garment sector but also highly vulnerable to supply chain disruptions and other impacts on the sector.
This creates a strong spatial dimension to the need for planning for a Just Transition in the industry. Sector
hotspots in local areas can be turned into opportunities for accelerated community action for building back
better. When textile and garment communities work together to realize better places to live and work this
can catalyse transformative changes across this important sector.
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