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[bookmark: _Toc177921500]Executive Summary
This report provides a comprehensive analysis of the Bangladesh Ready-Made Garments (RMG) industry using Porter’s Five Forces model. The analysis reveals moderate to high competitive rivalry, driven by the industry's rapid growth and cost advantages. The threat of new entrants is moderate, as economies of scale and established reputations pose significant barriers. Buyer and supplier power are balanced but expected to shift with market dynamics. While the threat of substitutes is moderate, Bangladesh’s competitive pricing and complement availability help sustain demand. Overall, the industry remains strong but requires continued innovation and efficiency to maintain profitability.
[bookmark: _Toc177921501]Bangladesh RMG Industry
The Ready-Made Garments (RMG) sector is the backbone of Bangladesh’s economy, accounting for over 84% of the country’s total export earnings (BGMEA, 2023). The sector has evolved significantly since its inception in the late 1970s, becoming the second-largest apparel exporter in the world after China (Mridha et al., 2022). The industry employs over 4 million workers, with women constituting approximately 80% of the workforce, making it a significant contributor to women's empowerment and poverty alleviation in the country (Mridha et al., 2022).
Bangladesh’s success in the RMG industry can be attributed to several factors, including low labor costs, favorable government policies, and the availability of skilled labor. Additionally, the country's geographical location allows for efficient access to key export markets in Europe and North America. However, the industry faces several challenges, including intense competition from countries like Vietnam, India, and China, rising compliance requirements, and concerns about workplace safety following incidents like the Rana Plaza collapse (Islam & Pattak, 2017).
Despite these challenges, the RMG sector remains a critical driver of economic growth and employment in Bangladesh. To sustain its competitive advantage, the industry must continue innovating, investing in technology, and improving labor standards to meet global demand.
[bookmark: _Toc177921502]Porter’s Five Forces Analysis
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Description automatically generated]The Porter’s Five Forces analysis provides a strategic framework to assess the competitive forces shaping an industry. By evaluating the current and future trends of key factors like Buyer Power, Rivalry, Substitutes, Supplier Power, and Threat of Entry, this analysis helps to predict shifts in market dynamics. The radar chart below highlights the anticipated changes in these forces, offering valuable insights into future industry competition and power distribution (Anchit, 2020; Besanko et al., 2016).[bookmark: _Toc177917198]Figure 1.1: Porter's Five Forces Analysis: RMG Industry


What the Chart Tells Us (Appendix – 2):
· The blue line represents the current state, while the red line shows the projected future changes.
· The areas where the red line exceeds the blue line indicate factors that are expected to become more significant in the future, such as Buyer Power and Threat of Entry.
· Factors like Substitute and Supplier Power are expected to remain stable, with no major changes over time.
In Simple Terms:
This chart helps visualize how different factors in the industry are expected to evolve. For instance:
· Buyers will gain more power in the future.
· Competition will increase slightly.
· Suppliers' influence will remain stable, while the threat of new entrants will grow. Overall, the chart suggests that the market will become more competitive, with new entrants posing a greater threat and buyers gaining more control.
[bookmark: _Toc177921503]Competitive Rivalry
The competitive rivalry in the Bangladesh RMG industry is moderate to high, driven by several key factors. With a significant number of firms operating in both domestic and international markets, the sector experiences fierce competition. The industry’s high growth rate, fueled by global demand, attracts new entrants, further intensifying competition. However, cost differences among firms remain moderate, as most rely on similar labor and production processes.
Excess capacity is currently low to moderate but may increase as the industry expands. Firms are highly sensitive to capacity utilization, given the high fixed costs involved, making efficiency critical to maintaining profitability. Product differentiation and brand loyalty are moderate to high, though buyers have relatively low switching costs, leading to high price sensitivity in the market.
Pricing and sales terms are highly observable, allowing firms to adjust prices quickly in response to market conditions, increasing competition. The use of price leadership and other practices is moderate, but cooperative pricing remains low. Exit barriers are high due to significant investments in infrastructure, ensuring that most firms remain active even when market conditions are tough.
Overall, the competitive rivalry is expected to remain intense, with growing demand and heightened price elasticity of demand pushing firms to improve efficiency and innovation. Firms will need to continue focusing on cost management and differentiation to remain competitive.
[bookmark: _Toc177921504]Threat of New Entrants
The threat of new entrants in Bangladesh's RMG industry is currently moderate but expected to rise, impacting existing firms' profitability. Economies of scale present a moderate barrier now but will increase as firms grow, making it harder for new competitors to compete. Established firms benefit from strong brand loyalty and reputational advantages, deterring new entrants, as buyers prefer trusted suppliers.
Access to distribution channels is moderately difficult and will likely become more challenging as established firms strengthen their networks. Access to raw materials remains a low barrier, while technology and know-how pose a moderate challenge that will intensify with incumbents' investment in advanced methods.
Location advantages are currently moderately accessible but will become more competitive as prime locations are taken. Incumbents' experience, including buyer relationships and optimized processes, provides them with a significant edge. While government protection is low, the expected retaliation and tough competition from established firms create moderate to high barriers. Overall, increasing economies of scale and the strength of incumbents are likely to deter significant new entry into the market.
[bookmark: _Toc177921505]Bargaining Power of Buyers
In the Bangladesh RMG industry, the bargaining power of buyers is currently moderate but expected to increase. Global retailers and brands, who typically purchase in large volumes, are not highly concentrated compared to suppliers, limiting their current power to negotiate lower prices. However, as buyers consolidate and purchasing volumes rise, their leverage in negotiations could grow.

Substitutes for Bangladeshi garments are currently limited due to competitive pricing, but competition from other low-cost countries may increase, slightly raising substitution threats. Firms in the RMG industry currently make few relationship-specific investments, though this may change as they seek long-term partnerships to ensure stable demand.

The price elasticity of demand for buyers' products is moderate but is expected to rise as global markets evolve and competition intensifies. Buyers do not currently pose a threat of backward integration, though this could change in the future. Additionally, garment costs represent a moderate portion of buyers’ business expenses, which may lead to more aggressive price negotiations as buyers seek greater cost efficiencies over time.
[bookmark: _Toc177921506]Bargaining Power of Suppliers
Supplier negotiating power in Bangladesh's RMG business is moderate but likely to rise. The suppliers of raw materials like textiles are moderately concentrated compared to the enterprises they supply, and this concentration is likely to expand as more firms consolidate their supplier base or develop strategic alliances. Growing concentration may offer suppliers more power to raise prices.
RMG enterprises buy moderate quantity of raw materials relative to their suppliers' sales, decreasing their influence. The clothing industry's purchasing quantities are too small to demand significant price concessions, and this tendency is projected to continue. Suppliers generally serve various sectors. 
Key input alternatives are scarce, giving suppliers an advantage in negotiations. While alternatives to particular textiles or materials are not readily available, technological developments may diminish dependency on specific inputs, hence reducing supplier power over time. 
RMG enterprises spend heavily on supplier relationships to assure long-term, steady supply. Suppliers do not currently threaten forward integration, but this risk may rise as they grow and seek more supply chain value. 
Customer price discrimination is mild, with suppliers pricing based on enterprises' ability or desire to pay. This practice should decrease as the market gets more competitive, providing purchasers an edge. 

[bookmark: _Toc177921507]Threat of Substitutes
The Bangladesh RMG business has a moderate substitution threat, but it is likely to lessen. There are reasonable alternatives for Bangladeshi clothing from low-cost manufacturers like Vietnam and India. Bangladesh's competitive price and worldwide market exposure may reduce replacement availability over time. 
While moderately priced, substitute products rarely offer a superior price-value proposition than Bangladeshi clothing. Thus, substitute pressure is unlikely to increase. Price elasticity of demand for RMGs is moderate, implying consumers are fairly price sensitive. As global rivalry rises, organizations will need to innovate and cut costs to be competitive, increasing this elasticity. 
Bangladeshi clothing are valued more due to the abundance of accessories and stylish goods. These supplements have high price-value attributes, supporting worldwide demand for Bangladeshi clothes. While substitutes pose a danger, the sector is expected to manage it by focusing on its strengths. 
[bookmark: _Toc177921508]Conclusion
The Bangladesh RMG industry remains competitive, with moderate to high rivalry, manageable threats from new entrants and substitutes, and moderate bargaining power for both buyers and suppliers. While competitive pressures exist, the industry's growth, economies of scale, and established global reputation provide a strong foundation. Firms must focus on efficiency, innovation, and strategic partnerships to navigate challenges and sustain profitability in an evolving global market.
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	Factors Affecting Rivalry among Existing Competitors

	Current 
Trend
	Future Trend

	Degree of seller concentration?
	Moderate
	High

	Rate of industry growth?
	High
	High

	Significant cost differences among firms?
	Moderate
	Moderate

	Excess capacity?
	Moderate
	Moderate

	Cost structure of firms: sensitivity of costs to capacity utilization?
	High
	High

	Degree of product differentiation among sellers? Brand loyalty to existing sellers? Cross-price elasticities of demand among competitors in industry?
	High
	High

	Buyers’ costs of switching from one competitor to another?
	Moderate
	Moderate

	Are prices and terms of sales transactions observable?
	High
	High

	Can firms adjust prices quickly?
	High
	High

	Large and/or infrequent sales orders?
	Low
	Low

	Use of “facilitating practices” (price leadership, advance announcement of price changes)?
	Moderate
	Moderate

	History of “cooperative” pricing?
	Low
	Low

	Strength of exit barriers?
	High
	High

	High industry price elasticity of demand?
	Moderate
	High

	Factors Affecting the Threat of Entry

	Current 
Trend
	Future Trend

	Importance of reputation or established brand loyalties in purchase decision?
	High
	High

	Entrants’ access to distribution channels?
	Moderate
	Moderate

	Entrants’ access to raw materials?
	Low
	Low

	Entrants’ access to technology/know-how?
	Moderate
	High

	Entrants’ access to favorable locations?
	Moderate
	High

	Experience-based advantages of incumbents?
	High
	High

	Network externalities: demand-side advantages to incumbents from large installed base?
	High
	High

	Government protection of incumbents?
	Low
	Moderate

	Perceptions of entrants about expected retaliation of incumbents/reputations of incumbents for “toughness”?
	Moderate
	High

	Factors Affecting or Reflecting Pressure from Substitute Products and Support from Complements

	Current
Trend
	Future Trend

	Availability of close substitutes?
	Moderate
	Moderate

	Price-value  characteristics  of substitutes?
	Moderate
	Low

	Price elasticity of industry demand?
	Moderate
	High

	Availability of close complements?
	High
	High

	Price-value characteristics of complements?
	High
	High




	Factors Affecting or Reflecting Power of Input Suppliers

	Current
Trend
	Future Trend

	Is the supplier industry more concentrated than the industry it sells to?
	Moderate
	High

	Do firms in industry purchase relatively small volumes relative to other customers of supplier? Is typical firm’s purchase volume small relative to sales of typical supplier?
	Moderate
	Moderate

	Few substitutes for suppliers’ input?
	High
	Moderate

	Do firms in industry make relationship-specific investments to support transactions with specific suppliers?
	High
	High

	Do suppliers pose credible threat of forward integration into the product market?
	Low
	Moderate

	Are suppliers able to price-discriminate among prospective customers according to ability/ willingness to pay for input?
	Moderate
	Low

	Factors Affecting or Reflecting 
Power of Buyers

	Current
Trend
	Future Trend

	Is buyers’ industry more concentrated than the industry it purchases from?
	Low
	Moderate

	Do buyers purchase in large volumes? Does a buyer’s purchase volume represent a large fraction of the typical seller’s sales revenue?
	Low
	Moderate

	Can buyers find substitutes for industry’s product?
	Low
	Moderate

	Do firms in industry make relationship-specific investments to support transactions with specific buyers?
	Low
	Moderate

	Is price elasticity of demand of buyer’s product high or low?
	Moderate
	High

	Do buyers pose credible threat of backward integration?
	Low
	Moderate

	Does product represent significant fraction of cost in buyer’s business?
	Moderate
	High

	Are prices in the market negotiated between buyers and sellers on each individual transaction, or do sellers post a “take-it-or-leave-it” price that applies to all transactions?
	Take-it or leave it
	Take-it or Leave-it





Note: for the analysis we used 5 point Likert scale (Kumar et al., 2014)
Low = 1
Somewhat Low = 2
Moderate = 3
Somewhat High = 4
High = 5










We used five-point Likert scale to analyze the data.
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	Comparison
	Porter Five
	Mean
	Standard Error
	Median
	Mode
	Standard Deviation
	Sample Variance
	Kurtosis
	Skewness

	Current
	Buyer Power
	1.750
	0.366
	1.000
	1.000
	1.035
	1.071
	-2.240
	0.644

	Future
	Buyer Power
	3.500
	0.327
	3.000
	3.000
	0.926
	0.857
	0.000
	1.440

	Current
	Rivalry
	3.571
	0.388
	3.000
	3.000
	1.453
	2.110
	-0.732
	-0.516

	Future
	Rivalry
	3.857
	0.404
	5.000
	5.000
	1.512
	2.286
	-0.349
	-0.967

	Current
	Substitute
	3.800
	0.490
	3.000
	3.000
	1.095
	1.200
	-3.333
	0.609

	Future
	Substitute
	3.800
	0.800
	5.000
	5.000
	1.789
	3.200
	0.312
	-1.258

	Current
	Supplier Power
	3.333
	0.615
	3.000
	3.000
	1.506
	2.267
	-0.104
	-0.313

	Future
	Supplier Power
	3.333
	0.615
	3.000
	3.000
	1.506
	2.267
	-0.104
	-0.313

	Current
	Threat of Entry
	3.200
	0.467
	3.000
	3.000
	1.476
	2.178
	-0.734
	-0.166

	Future
	Threat of Entry
	4.200
	0.442
	5.000
	5.000
	1.398
	1.956
	2.045
	-1.658



The statistical analysis of the Porter’s Five Forces reveals several key insights into the current and future dynamics of the market. Buyer Power is currently low, with a mean score of 1.75, indicating that buyers have limited leverage. However, this is expected to increase significantly to 3.5 in the future, suggesting that buyers will gain more control over pricing and negotiations. The current distribution shows considerable variability, but in the future, buyer power is likely to stabilize, as reflected by a lower standard deviation and positive skewness, indicating a shift towards greater buyer influence.
Rivalry among existing competitors is currently moderate, with a mean of 3.57. This rivalry is expected to intensify slightly, rising to 3.86 in the future, indicating stronger competition within the industry. The negative skewness in the future data suggests that while competition will grow, there will still be a concentration of moderate levels of rivalry, with fewer firms experiencing extreme competition.
The threat of Substitutes remains consistent over time, with both current and future mean scores at 3.8. However, the future variability is higher, indicating that while the overall threat from substitutes stays stable, the range of responses becomes more spread out, suggesting differing views on the availability of substitutes in the future.
Supplier Power remains stable, with both current and future mean scores at 3.33, indicating that suppliers will maintain their moderate level of influence over firms. There is minimal skewness and kurtosis in both the current and future distributions, suggesting a balanced and consistent power dynamic.
Finally, the Threat of New Entrants is expected to increase substantially. Currently, with a mean score of 3.2, it is a moderate concern, but this will rise to 4.2 in the future, signaling a significant increase in competitive pressure from potential new entrants. The future data is negatively skewed, indicating that while the overall threat will rise, most firms may experience a high level of new competition.
In summary, buyer power and the threat of new entrants are expected to grow substantially, while rivalry will intensify. Supplier power and the threat of substitutes are expected to remain stable, though the latter may experience more variability in the future. These shifts suggest that the industry will become more competitive, with buyers and new entrants playing increasingly important roles.
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