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Introduction and summary

When images of poor labor conditions in the garment industries of leading
apparel-exporting countries reach the global news media, it is often because those
conditions seem uniquely and unjustifiably extreme. Malnourished workers work-
ing 14-hour days faint by the hundreds in Cambodian garment plants.' Hundreds
more are killed in deadly factory fires in Bangladesh and Pakistan by owners who
lock exit doors when fires start—presumably because they fear that fleeing work-

ers will stop to steal clothes.?

Yet these images reflect a common basic reality: Garment workers in many of the
leading apparel-exporting countries earn little more than subsistence wages for
the long hours of labor that they perform. And in many of these countries, as this

report discusses, the buying power of these wages is going down, not up.

Critics of antisweatshop advocates often argue that concern over poor labor
conditions in apparel-exporting countries is misplaced and counterproduc-

tive.* According to their argument, jobs in garment factories, no matter how low
the wages or how difficult the conditions, benefit low-skilled workers because
they provide better conditions and compensation than jobs in the informal and
agricultural sectors of developing countries. Moreover, they posit, export-apparel
manufacturing offers these workers—and, by extension, developing countries—a

“route out of poverty” through the expansion of the manufacturing sector.*

The first part of this argument is largely noncontroversial. Employment in the
urban formal economy typically offers better and steadier income than informal-
sector work or agricultural labor. Yet self-labeled “pro-sweatshop” pundits have
not explained why the price that workers in developing countries have to pay for
steady wage employment should be grueling working conditions, violations of
local laws and basic human rights, and abusive treatment, except to say that there
are always some workers for whom labor under any conditions will be an improve-

ment over the status quo.
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The second part of the argument, however—that employment in export-garment
manufacturing offers a “route out of poverty”—rests on either an extremely low
benchmark for poverty® or the promise that such work offers the future prospect
of wages that actually do support a decent standard of living for workers and their
families—that is, a “living wage.”® In other words, for the export-garment sector to
actually offer workers in developing countries a “route out of poverty,” either these
workers’ current living conditions must not amount to poverty or, if they do, these
workers must be able to expect to escape poverty in the future with the industry’s

further development.

Over the past decade, however, apparel manufacturing in most leading garment-
exporting nations has delivered diminishing returns for its workers. Research
conducted for this study on 15 of the world’s leading apparel-exporting countries
found that between 2001 and 2011, wages for garment workers in the majority of

these countries fell in real terms.”

As a result, we found that the gap between prevailing wages—the wages paid in
general to an average worker—and living wages® for garment workers in these
countries has only widened. A comparison of prevailing wages to the local cost

of a minimally decent standard of living for an average-sized family finds that
garment workers still typically earn only a fraction of what constitutes a living
wage—just as they did more than 10 years ago. While these workers may not live
in absolute poverty, they live on incomes that do not provide them and their fami-
lies with adequate nutrition, decent housing, and the other minimum necessities

of a humane and dignified existence.
To summarize briefly:

* We studied 9 of the top 10 countries in terms of apparel exports to the United
States as 0of 2012 and 15 out of the top 21 countries by this same measure. We
only studied 15 out of the top 21 countries because we were limited to those
places in which we had regular field-research operations at the time of the study.’

On average, prevailing straight-time wages—pay before tax deductions and

excluding extra pay for overtime work'°—in the export-apparel sectors of these

countries provided barely more than a third—36.8 percent—of the income

necessary to provide a living wage.
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» Among the top four apparel exporters to the United States, prevailing wages in
2011 for garment workers in China, Vietnam, and Indonesia provided 36 per-
cent, 22 percent, and 29 percent of a living wage, respectively. But in Bangladesh,
home to the world’s fastest-growing export-apparel industry, prevailing wages

gave workers only 14 percent of a living wage.

* Wage trends for garment workers in six additional countries among the top 21
countries'' were also studied in terms of apparel exports to the United States. In
four of the six countries—the Dominican Republic, Guatemala, the Philippines,
and Thailand—prevailing wages also fell in real terms by a per-country average
of 12.4 percent, causing the gap between workers’ wages and a living wage to

widen in these countries as well.

Garment workers in Mexico, the Dominican Republic, and Cambodia saw the
largest erosion in wages. Between 2001 and 2011 wages in these countries fell in
real terms by 28.9 percent, 23.74 percent, and 19.2 percent, respectively.

In 5 of the top 10 apparel-exporting countries to the United States—
Bangladesh, Mexico, Honduras, Cambodia, and El Salvador—wages for gar-
ment workers declined in real terms between 2001 and 2011 by an average of
14.6 percent on a per country basis. This means that the gap between prevailing

wages and living wages actually grew.

Real wages rose during the same period in the four remaining countries among
the top 10 exporters that we studied—China, India, Indonesia, and Vietnam—as
well as in Peru and Haiti, which were among the top 21 countries. Wage gains in
India and Peru, however, were quite modest in real terms at 13 percent and 17.1
percent, respectively, amounting to less than a 2 percent annual gain between 2001
and 2011. Wages rose more substantially in real terms in Haiti (48.2 percent),
Indonesia (38.4 percent), and Vietnam (39.7 percent) over the 10-year period.
Even if these rates of wage growth were sustained in these three countries, how-
ever, it would take on average more than 40 years until workers achieved a living
wage. Only in China, where wages rose in real terms by 124 percent over the same
period, were workers on track to close the gap between their prevailing wages

and a living wage within the current decade. According to our research, Chinese
apparel workers are on course to attain a living wage by 2023, but only if the rate of

wage growth seen between 2001 and 2011 is sustained.
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The prevalence of declining wages and persistent poverty for garment workers
in a majority of the world’s leading apparel-exporting countries raises doubt that
export-led development strategies create a rising tide that lifts all boats in most

countries pursuing these strategies.

As noted, this report examines actual trends in real wages and other related indica-
tors between 2001 and 2011 for garment workers in 15 of the top 21 countries
exporting apparel to the United States. It examines whether and where prevailing
straight-time wages for garment workers are actually going up or down in terms of
buying power—that is, whether workers are en route out of poverty, stuck in it, or
headed deeper into it. As the report discusses, the prevailing straight-time wage rate
for most garment workers in most of the countries examined was the applicable
minimum legal wage in their respective countries. This is due to several factors,
including the widespread practice of governments setting industry- and even job-
specific minimum wages, and, in many cases, a lack of worker bargaining power due

to limited alternatives for formal-sector employment and low unionization rates.

The report compares levels of prevailing wages in 2001 and 2011 to the level of
earnings that workers and their families need in order to afford the basic neces-
sities of a nonpoverty standard of living—a living wage—and whether garment
workers are actually on a path to reach this goal or whether they are falling further
behind. Our research shows that only a handful of the countries examined have
achieved even modest growth in real wages over the past decade, and in only one,
China, was the rate of growth significant enough that the country’s workers would
achieve a living wage in the relatively near term if it were to be maintained. In all
of the other countries, there has either been negative real-wage growth or growth
that is so slow that a living wage is decades away. Unsurprisingly, growth in real
wages for garment workers tended to be most associated with those few countries
that have instituted major increases in their legal minimum wages as a means of
poverty alleviation and/or avoidance of social unrest and that in most cases also
experienced growth in other higher value-added manufacturing sectors, not just

garment production.

In sum, our research indicates that while the establishment of an export-garment-

manufacturing sector may tend to expand formal employment that is more profit-
able than alternatives in the informal sector or agricultural labor, the growth of an

export-apparel industry does not necessarily raise its workers out of poverty when
left to its own workings. While the expansion of garment-sector employment

may have made the very poor initially significantly less poor, it has offered limited
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opportunities for workers in most of the major apparel-exporting countries to
make further upward progress toward an income that offers them a minimally

decent and secure standard of living.

Instead, in most of the leading apparel-exporting countries, the wages for garment
workers have stagnated or declined over the past decade. Wages have only risen
significantly in real terms in countries whose governments have taken affirmative
steps to ensure that workers share the rewards from the industry’s growth and
whose manufacturing sectors have diversified to put apparel factories in competi-

tion for labor with makers of higher value-added goods.
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Real wage trends for garment
workers, 2001-2011

Using the methodology discussed in the appendix, we estimated prevailing
straight-time wages for garment workers in 9 of the top 10 and 15 of the top 21
countries exporting apparel to the United States in 2001 and 2011. To observe
trends in the real value of workers’ wages during the intervening period, we
deflated our estimate of the prevailing wage in 2011 for each country by the aggre-
gate consumer price inflation that a country had experienced from 2001 to 2011."
By this measure, real wages for garment workers in 9 of the 15 countries included

in this study fell over that time period.

The garment exports of the 15 countries studied comprised nearly 80 percent of
all apparel imports to the United States in 2011." Prevailing straight-time wages
for garment workers fell in real terms in five out of the seven countries studied in
the Americas and four out of eight of the countries studied in Asia. The remaining
six countries where wages increased, however, produce the majority of garments
that are exported to the United States.'*

Real wage trends among 9 of the top 10 apparel exporters to the
United States

Where real wages fell: Bangladesh, Mexico, Honduras, Cambodia, and El Salvador

In the nine countries we studied among the top 10 apparel exporters to the United
States,"s wages for garment workers in five countries—Bangladesh, Mexico,
Honduras, Cambodia, and El Salvador—declined in real terms during the period
from 2001 to 2011 by an average of 14.6 percent on a per-country basis. These
countries shipped nearly 20 percent of the total value of garments exported to the
United States in 2011.'¢
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Mexico registered the largest decline, seeing a 28.9 percent drop in workers’ buy-
ing power over this 10-year period. This decline coincided with a much larger
one in the country’s market share, as the country fell from the United States’ top
source of imported apparel in 2001, when it accounted for nearly 15 percent of
imports, to the United States’ fifth-largest clothing supplier in 2011, when it had a
market share of slightly less than S percent."”

Bangladesh and Cambodia, the fourth- and eighth-largest clothing exporters

to the United States in 2011, respectively, dramatically expanded their apparel
exports to the United States during this period, recording increases in both coun-
tries of roughly 18 percent in the value of their shipments between 2010 and 2011
alone."® Since 2011 Bangladesh has overtaken Indonesia and Vietnam to become

the second-largest exporter of apparel to the United States."

Both Bangladesh and Cambodia, however, saw wages fall in real terms between
2001 and 2011. The decline in Bangladesh—2.37 percent over the decade as a
whole—was substantially moderated by a significant increase in the minimum
wage, which was instituted in 2010.?° In Cambodia, however, the loss of buying
power for workers was much more significant at 19.1 percent, particularly as the
country’s export-apparel industry was under the oversight of the International
Labour Organization’s Better Factories Cambodia program during the entire
period.*' In 2011 Cambodia and Bangladesh had the lowest prevailing monthly
wages for straight-time work of any major apparel exporter to the United States at

approximately $70 and $50, respectively.

The two leading Central American exporters, Honduras and El Salvador, where
labor costs are considerably higher, both saw real wages for apparel workers fall.
Wages for garment workers declined in Honduras in real terms by 8.76 percent
from 2001 to 2011, as the country’s rank among major apparel exporters to the
United States fell from fifth place to seventh place during the same period.”
Prevailing monthly straight-time wages for Honduran garment workers in 2011
stood at $245.71.

El Salvador, which failed to rank among the top 10 apparel exporters to the United
States throughout the first part of the decade, stood as the ninth-largest exporter
in 2011.” Straight-time wages for its apparel workers, however, fell by slightly
more than 11.5 percent during this time, to a monthly figure of $210.93.
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Where real wages grew: China, India, Indonesia, and Vietnam

In the four remaining countries among the top 10 exporters that were studied—
China, India, Indonesia, and Vietnam—prevailing real wages for garment workers
rose by an average of 55.2 percent, or slightly less than 6 percent per year between
2001 and 2011. These four countries collectively made up 57 percent of clothing
imports to the United States in 2011, and all four recorded gains in market share

during this period.**

Wage gains for garment workers in India between 2001 and 2011, however, were
much more modest than in the other three countries at 13 percent, averaging only
1.3 percent per year in real terms, despite the fact that in 2011 the country stood
as the sixth-largest garment exporter to the United States with its 7.23 percent
market share, up from 3.2 percent in 2004.>* Prevailing straight-time wages for

Indian garment workers were $94 per month in 2011.

The buying power of workers’ straight-time wages rose more substantially over
this period in Indonesia and Vietnam, the third- and second-largest apparel
exporters to the United States in 2011, respectively. Indonesia saw an increase

of 28.4 percent, and Vietnam saw an increase of 39.7 percent. The two countries
also saw their market shares increase to 6.48 percent from 3.4 percent and to 8.53
percent from 4 percent, respectively, between 2004 and 2011.7 In the case of
Vietnam, however, this figure reflects a significant minimum-wage hike that did
not take effect until October 2011.”” Even with these gains, however, prevailing
straight-time wages for garment workers in Indonesia and Vietnam stood at only

roughly $142 and $111, respectively, per month in 2011.

Wage gains for garment workers during this period were greatest in China, where
wages more than doubled in real terms by 129.4 percent. Apparel imports from
China rose dramatically from 2001 to 2011, a period in which China overtook
Mexico as the leading exporter of garments to the United States and more than

tripled its market share, from 10.2 percent in 2000 to nearly 38 percent in 2011.%
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Real-wage trends among other top apparel exporters to the
United States

Wage trends for garment workers in six additional countries that were among
the top 21 countries® in terms of apparel exports to the United States were also
studied. In four of these countries—the Dominican Republic, Guatemala, the
Philippines, and Thailand—wages also fell in real terms from 2001 to 2011, by a
per-country average of 12.4 percent. In the other two countries, Haiti and Peru,
wages rose in real terms over the same period, by 48.2 percent and 17.1 percent,

respectively.

Where real wages fell: Dominican Republic, Guatemala, the Philippines,
and Thailand

Among the countries in the group where wages fell, the Dominican Republic
saw the largest decline. Its workers’ straight-time pay fell by 23.74 percent during
this time period. This period also saw an equally dramatic decline in the stand-
ing of the Dominican garment industry in comparison with those of other major
apparel-exporting countries. While the Dominican Republic was fifth among the
top garment exporters to the United States in 2000, it had fallen to 21st by 2011,

having lost 80 percent of its market share over the intervening decade.*

As with all but one of the countries in the Caribbean Basin that were included in
this study, wages for garment workers in Guatemala fell during this period, by just
more than 13 percent. Guatemala also lost a significant portion of its share of U.S.
apparel imports during the past decade, with its market share declining from 3
percent in 2004 to 1.7 percent in 2011.%'

Two other apparel-exporting countries that were studied, the Philippines and
Thailand, also saw straight-time wages for apparel workers fall slightly during this
period, by just more than 6 percent. These countries each also lost roughly half
their share of U.S. apparel imports during the decade, with their market share
declining from roughly 3 percent each in the first half of the 2000s to approxi-
mately 1.5 percent each in 2011.%
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Where real wages grew: Haiti and Peru

Wages grew in real terms in two other countries in the Americas that were included
in this study, Haiti and Peru. In 2011 these two countries represented the 19th- and
18th-largest exporters of apparel to the United States, respectively.** Wage growth
for Haiti’s garment workers was nearly 49 percent, much more robust than the 17
percent wage growth that Peru’s workers experienced over the same period. The
growth in Haiti was significantly related to substantial increases in the Haitian mini-

mum wage that were fiercely opposed by that country’s apparel industry.>*

Yet even after the significant minimum-wage increase was implemented in 2009,
Haitian apparel exports to the United States continued to rise sharply, by more

than 40 percent from 2010 to 2011, compared to an 8 percent increase in Peru’s

apparel exports to the United States during the same period.* In 2011 straight-

time wages for garment workers in Haiti, at $131 per month, were roughly half

those earned by workers in Peru, who earned $263 per month.

TABLE 1

Monthly real wages in 15 of the top 21 apparel exporters to the United
States, in 2001 currency

Monthly real wage in 2001 currency
2001 2011 Percent change
LCU usD, PPP LCU usD, PPP
Bangladesh 2,083.00 $93.67 2,033.60 $91.45 -2.37%
Cambodia* 51.00 $161.89 39.78 $126.26 -22.01%
China 480.00 $144.86 1,076.57 $324.90 +124.29%
Dominican Republic 2,698.00 $293.52 2,057.45 $223.83 -23.74%
El Salvador* 162.00 $332.44 143.34 $294.14 -11.52%
Guatemala 1,414.66 $397.62 1,230.10 $345.75 -13.05%
Haiti 1,014.00 $104.42 1,502.99 $154.78 +48.22%
Honduras 2,514.83 $359.47 2,294.53 $327.98 -8.76%
India 2,019.55 $150.20 2,281.27 $169.67 +12.96%
Indonesia 421,958.00 $134.90 583,786.75 $186.64 +38.35%
Mexico 4,766.00 $755.14 3,386.54 $536.57 -28.94%
* Mexico (Min Wage) 1,258.00 $199.32 1,297.31 $205.55 +3.12%
Peru 487.50 $335.93 570.94 $393.43 +17.12%
Philippines 4,979.00 $249.25 4,662.19 $233.39 -6.36%
Thailand 5,748.50 $360.33 5,378.25 $337.12 -6.44%
Vietnam 730,167.00 $182.43 1,019,766.50 $254.78 +39.66%

Real wage trends for garment workers, 2001-2011
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Comparisons of prevailing wages
to living wages

In this section, we compare our estimates of prevailing straight-time wages in the
garment industries of the leading apparel-exporting countries—known as prevail-
ing wages—with estimates of the income that is needed to ensure that a worker
and his or her family can afford the basic elements of an adequate standard of liv-
ing—known as a living wage. For each country included in this study, we compare

prevailing wages to living wages in both 2001 and 2011.

These comparisons reveal that in most major garment-exporting countries, as pre-
vailing wages declined in real-wage levels, the already large gap between prevailing
wages and living wages only grew between 2001 and 2011. Moreover, as we discuss
below, with the noteworthy exception of China, the gap between prevailing wages
and living wages is still significant in the countries where prevailing wages have risen

in real terms, and this is unlikely to be overcome within the next 20 to 30 years.

Defining a living wage

The right of workers to earn a living wage and the obligation of business enter-
prises and governments to ensure its provision are enshrined in the basic instru-
ments through which the international community has articulated basic human
rights and the rights of labor.** Contrary to assertions sometimes made by
multinational corporations seeking to avoid this responsibility,*” there is a broad
consensus on the elements of a living wage, at least as far as the types of costs that

it should cover and the best practices for its calculation.®®

A recent study on estimating living wages, conducted for the International Labour
Organization, or ILO, by Richard Anker, a former senior economist with that
organization, describes a living wage as one that permits “[a] basic, but decent,
life style that is considered acceptable by society at its current level of economic
development ... [such that] [w]orkers and their families [are] able to live above

the poverty level, and ... participate in social and cultural life” (emphasis added).*
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The ILO living-wage report notes that it is well-accepted that a living wage must
provide for the basic needs of not only the individual wage earner but also for his
or her family.* Anker points out that leading nongovernmental organizations,
or NGOs, that have considered the issue, including at least one whose members
include many major apparel brands and retailers, are consistent in their belief
that a living wage should be attainable in a regular workweek without requiring

overtime work.*

Finally, the ILO report addresses the criticism made by some apparel firms that
the process of estimating a living wage is arbitrary and/or subjective. Anker
observes that, in reality, all existing measures of labor welfare are significantly
based on subjective judgments, including national governments’ own minimum-
wage laws and their statistical estimates of unemployment.* The report also
makes clear that there is general consensus among entities that promote payment
of a living wage on the set of expenses that a living wage should cover, even though
there are distinct differences in the methodologies that have been adopted in

order to measure these costs.*

Methodology for estimating a living wage in one country

To our knowledge, only one apparel factory in a developing country—the Alta
Gracia factory in the Dominican Republic—has been certified as actually paying
a living wage as defined using the methodological approach that the aforemen-
tioned ILO report identified to be the preferred method of making such an esti-
mate.** The Worker Rights Consortium, or WRC, has verified that this factory’s
wages meet a living-wage standard as established through a local market-basket
study last conducted by the WRC in 2010 and adjusted thereafter for inflation on
an annual basis. (see box below)*

The WRC’s market-basket study avoided a number of methodological flaws that
the ILO report identified in a number of other living-wage studies conducted by
other organizations in other countries.* Moreover, the living-wage figure that the
WRC arrived at in the Dominican Republic fell roughly at a midpoint between
cost-of-living estimates published by the country’s central bank on the one hand
and its leading labor federations on the other, suggesting that it may have suc-

ceeded in avoiding potential subjective biases.*’
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Finally, and most significantly, real world evidence at the Alta Gracia factory,

including studies currently underway by public health scholars from Harvard

University and the University of California, Berkeley,* indicate that the wage paid

at the factory provides at a minimum level—neither particularly generously nor

inadequately—for the basic needs of a garment worker and his or her family. The

WRC has concluded, based on its original market-basket study and its ongoing

monitoring of the factory since 2010, that wages paid at the Alta Gracia factory

accurately reflect a minimum living wage for a Dominican garment worker resid-

ing in the area where the factory is located and his or her family.*

WRC living-wage study: Free-trade-zone workers in the Dominican Republic

To estimate a living wage for free-trade-zone workers in the Dominican
Republic, the WRC performed a comprehensive market-basket analysis.
Based on this analysis, the WRC determined that a living wage in the
Dominican Republic in 2010 was 222,042 Dominican pesos per year.*
The gross wage necessary to yield this amount as take-home pay was
235,987 pesos.®’ By comparison, the minimum wage in the country

at that time provided annual straight-time wages of 70,200 pesos.>?
Expressed as an hourly wage in U.S. dollars, the minimum wage was
$0.84 per hour and the living wage was $2.83 per hour.>

In conducting its analysis, the WRC took as a starting point the broad
agreement among researchers that a living wage should cover the cost
of meeting a family’s basic needs in the following categories of goods
and services: food and water; housing and energy; clothing; health
care; transportation; education and child care; and modest funds

for savings and discretionary spending.>* The WRC then developed,
through consultations with local experts and workers themselves, a
“market basket,” or a set of specific goods and services covering each of
these categories that was appropriate to the Dominican Republic.

Comparisons of prevailing wages to living wages

After defining the market basket’s contents, the WRC measured the
actual price of each item or service as available in local markets and
from vendors or service providers accessible to workers.

In estimating the quantity needed of each good or service in the bas-
ket, the WRC assumed that the average worker has a family of four,
based on demographic data for the Dominican Republic.>® We also
assumed that one of the family members represents an additional
wage earner whose income covers one-quarter of a family’s expens-
es.>®Thus, the living wage for a full-time worker had to be sufficient
to cover the expenditures of three of the four family members—one
adult and two school-age children.
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Methodology for estimating living wages transnationally

To estimate living-wage figures for 2001 and 2011 for the countries included

in the study, we first adjusted our 2008 living-wage figure for the Dominican
Republic for inflation using consumer-price-inflation data from the World Bank®’
to arrive at living-wage figures for that country for 2001 and 2011. Next, we
converted this figure using purchasing power parity, or PPP conversion factors
for the other countries for the same years from the World Bank’s International
Comparison Project™ to arrive at figures for each country of amounts—in their
respective local currencies—that provided the same buying power as the infla-

tion-adjusted living-wage figure for the Dominican Republic.

As a general methodology for estimating living wages transnationally, relying on
PPP conversions is admittedly an imperfect approach. It should be noted, how-
ever, that this is the method used by the one major multinational corporation to
actually implement a living-wage policy in its global operations: the Swiss phar-
maceutical firm Novartis International, AG.*” Of particular relevance here, Anker’s
2011 report for the ILO notes that this approach fails to account for variances
among countries in the shares of household incomes devoted to different catego-

ries of expenditures, such as those on food, housing, utilities, and health care.®

For this reason, the WRC'’s longstanding practice has been to conduct market-
basket living-wage studies in individual countries in consultation with local
informants and researchers in order to arrive at living-wage figures that accurately
reflect local expenditure patterns.®’ Conducting such individual studies in each
of the countries included in this study, however, was beyond the scope of the
research conducted for this report, which focused on the actual prevailing wages

paid to garment workers during the period under study.

In this case, we determined that the value of our 2008 living wage for the
Dominican Republic—as the sole living-wage figure that has been calculated
using the preferred market-basket methodology and tested for real-world accuracy
through implementation at an export-apparel factory in a developing country—
made it a useful baseline for estimating living-wage figures for workers in the
export-apparel sectors of other developing countries. Recognizing the limitations
of this approach, however, we present these estimates only for the purpose of the
current report and remain convinced that actual implementation of a living wage

in an individual country requires a locally conducted market-basket study.
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Prevailing wages compared to living wages

We estimated a living wage for each of the countries included in this study for the
years 2001 and 2011 by using World Bank PPP conversion factors® to extrapo-
late from the living-wage figure already in use by the WRC in the Dominican
Republic. We then adjusted each of these for inflation. We then compared the
2001 and 2011 living-wage figures to the figures for prevailing monthly wages for
garment workers for straight-time work in each of these countries for 2001 and
2011. We then used these comparisons to calculate ratios of the current prevailing
wage to the current living wage in each of these countries in both 2001 and 2011.
Using these ratios, we then calculated the annual rate of convergence or diver-
gence of the prevailing wage and living wage in each country over the intervening
10-year period. Finally, for those countries where the prevailing wage and the
living wage had converged to any extent from 2001 to 2011—that is, in any coun-
tries where the gap between the prevailing wage and the living wage in percentage
terms had shrunk between 2001 and 2011—we used the rate of annual conver-
gence to calculate the number of additional years required, assuming continued

convergence at the same rate, until the prevailing wage equals the living wage.

Prevailing wages currently average a third of a living wage

In none of the 15 countries included in the study did the prevailing monthly
straight-time wage provide garment workers with the equivalent of a minimum
living wage. On average, the prevailing wage in 2011 for garment workers in each
of the countries included in the study provided little more than a third—36.8
percent—of the estimated living wage in the same country, as calculated using the
methodology described above.

This result is generally consistent with the WRC'’s prior research estimating living
wages in individual countries based on local market-basket studies, which has
found that achieving a living wage typically requires tripling the prevailing-wage
rate for garment workers.*® Prevailing wages for garment workers stood in relation
to a living wage in essentially the same place that they had 10 years earlier, when
the average share of a living wage provided by each country’s prevailing wage for

garment workers was 35.7 percent.
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TABLE 2
Prevailing wages compared to living wages in 15 of the top 21 apparel
exporters to the United States, 2001 and 2011

Monthly wages, 2001 LCU Prevailing as a
Prevailing Living, proxy percent of living
Bangladesh 2,083.00 14,715.62 14%
Cambodia* 51.00 210.18 24%
China 480.00 2,950.05 16%
Dominican Republic 2,698.00 6,789.59 40%
El Salvador* 162.00 365.32 44%
Guatemala 1,414.66 2,473.31 57%
Haiti 1,014.00 6,769.50 15%
Honduras 2,514.83 4,865.92 52%
India 2,019.55 10,043.14 20%
Indonesia 421,958.00 2,708,675.43 16%
Mexico 4,766.00 5,083.61 94%
* Mexico (Min Wage) 1,258.00 5,083.61 25%
Peru 487.50 1,171.09 42%
Philippines 4,979.00 15,530.48 32%
Thailand 5,748.50 12,318.13 47%
Vietnam 730,167.00 3,167,635.39 23%
Monthly wages, 2011 LCU Prevailing as a
Prevailing Living, proxy percent of living
Bangladesh 4,062.00 29,624.86 14%
Cambodia* 70.00 364.51 19%
China 1,363.00 3,811.25 36%
Dominican Republic 6,435.00 21,236.96 30%
El Salvador* 210.93 518.60 41%
Guatemala 2,359.64 4,721.74 50%
Haiti 5,633.00 23,908.19 24%
Honduras 4,642.64 9,845.25 47%
India 4,422.17 19,468.31 23%
Indonesia 1,287,471.00 5,814,077.48 22%
Mexico 5,200.00 7,805.96 67%
* Mexico (Min Wage) 1,992.00 7,805.96 26%
Peru 731.25 1,499.47 49%
Philippines 7,668.00 24,237.54 32%
Thailand 7,026.00 16,270.16 43%
Vietnam 2,306,667.00 7,844,895.84 29%
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Not surprisingly, the country where the disparity between prevailing wages

and a living wage was greatest was Bangladesh, where prevailing wages for gar-
ment workers in 2011—which were lower than those in any other country in

the study—provided only one-seventh—14 percent—of a living wage. Also
unsurprisingly, since real-wage levels for garment workers remained largely flat

in Bangladesh from 2001 to 2011—registering, overall, a decline of 2.37 per-
cent—the disparity between the prevailing wage and a living wage was the same in
percentage terms in both 2001 and 2011.

The country where the gap between the prevailing-wage figure and the estimated
living wage was the smallest was Mexico, where the prevailing wage in 2011 pro-
vided roughly two-thirds, or 67 percent, of a living wage. The narrowness of this
gap, however, is largely explained by the fact the Mexico is the one country where
the prevailing-wage figure used in this report includes overtime compensation.

If one were to substitute as the prevailing-wage figure the legal minimum wage
payable in the country’s leading center of garment production, the prevailing wage

would supply only 26 percent of a living wage.

Among the other countries included in the study, Guatemala, Honduras, and
Peru had prevailing wages in 2011 that provided the largest proportion of a living
wage—S0 percent, 47 percent, and 49 percent, respectively. Unfortunately, in
Guatemala and Honduras, the gap between prevailing wages and living wages

actually grew slightly from 2001 to 2011 instead of narrowing.

Excluding Mexico, countries in the Americas had prevailing wages for garment
workers that on average equaled 40 percent of the living wage for the same coun-
try. The gap was wider in Asia, where prevailing wages for each country provided
on average 27.3 percent of a living wage. The country in that region with the small-
est gap was Thailand, where prevailing wages provided 43 percent of a living wage.

Again, however, this gap was slightly broader in 2011 than it was in 2001.

Future trends in prevailing wages versus living wages

Aswould be expected, the only countries where the gap between prevailing wages
and living wages narrowed between 2001 and 2011 were those countries where
prevailing wages for garment workers had risen in real terms: China, Vietnam,
Indonesia, India, Haiti, and Peru. Among these countries, only China saw prevailing

wages make substantial gains in closing this gap, more than doubling as a proportion
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of the living wage—from 16 percent to 36 percent—during these 10 years. In the
other countries where wages for garment workers rose in real terms, such gains were
more modest, representing on average an increase of 31 percent in the percentage

share of the country’s living wage that the prevailing wage provided.

We found that even if each of these countries maintains a rate of wage growth for
garment workers comparable to that which it recorded between 2001 and 2011,
attaining a living wage is still a distant prospect. This is particularly true of India,
where it would take—assuming an equivalent rate of real-wage growth going for-
ward—more than a century for workers to reach a living wage, given that prevailing
wages rose in real terms from 2001 to 2011 at an annual rate of just 1.3 percent, and
that the prevailing wage at the end of this period provided just 23 percent of a living
wage. The situation is similar but less extreme in Peru, where despite the fact that the
prevailing wage in 2001 already provided a much larger proportion of a living wage
at 42 percent, a fairly modest rate of real-wage growth—1.7 percent annually from
2001 and 2011—meant that, at the same rate, the country’s garment workers would

not achieve a living wage for more than four decades.

Even in the cases of Indonesia, Vietnam, and Haiti, where wage rates for garment
workers achieved significantly greater growth over this period—overall increases
in real terms of 38 percent, 40 percent, and 48 percent, respectively, between 2001
and 2011—several decades of further growth at the same rates would be required
before workers reached a living wage: 42 years for Haiti, 46 years for Indonesia,
and 37 years for Vietnam. Only in China, where wage rates for garment workers
have grown at a rate of 130 percent, which far surpasses the rates seen in any of
the other countries included in the study, are wage rates projected to equal a living
wage within the decade, assuming continued real-wage growth at the same rate.

If China does manage to see such growth in real wages for its garment workers
over the remainder of this decade—a possibility that seems significantly less than

certain—Chinese garment workers will achieve a living wage in 2019.
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TABLE 3
Years until prevailing wages converge with living wages in 15 of the top
21 apparel exporters to the United States, 2001 and 2011

Trend Years to convergence

Bangladesh Diverging N/A
Cambodia Diverging N/A
China Converging 12

Dominican Republic Diverging N/A
El Salvador Diverging N/A
Guatemala Diverging N/A
Haiti Converging 42

Honduras Diverging N/A
India Converging 122
Indonesia Converging 46

Mexico Diverging N/A
* Mexico (Min Wage) Converging 444
Peru Converging 45

Philippines Diverging N/A
Thailand Diverging N/A
Vietnam Converging 37
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Conclusion

We have examined the trends from 2001 to 2011 in real wages for apparel-sector
workers in 15 of the top 21 manufacturing countries. In nine countries—
Bangladesh, Cambodia, the Dominican Republic, El Salvador, Guatemala,
Honduras, Mexico, the Philippines, and Thailand—the prevailing real wage for
apparel-sector workers in 2011 was less than it was in 2001. That is, apparel-sector
workers in the majority of the countries studied saw their purchasing power

decrease and slipped further away from receiving a living wage.

In the six countries examined in which real wages increased from 2001 to 2011,
wage growth in two of the countries, Peru and India, was modest—Iless than 2 per-
cent per year. While wage gains for workers in Indonesia, Vietnam, and Haiti were
more substantial, it would take an average of more than 40 years for the prevailing
wage rate to equal a living wage even if this rate of wage growth were sustained.
Only in China did real wages for apparel-sector workers increase at a rate that
would lift workers to the point of receiving a living wage within the next decade.
Not surprisingly, then, the industrial centers in China where workers benefited
from these gains have already seen a loss of apparel production, as manufacturers
have shifted their facilities, and buyers have shifted their orders, to lower-wage

areas both within China and in other countries.

One key reason that the prevailing wage increased in China is that the govern-
ment substantially increased the mandated minimum wage, in part in order to
limit worker unrest. Because minimum wages in most of the countries studied are
both sector and job specific, this points to one possible way forward for increas-
ing workers’ compensation. Countries need to look at increasing minimum wages
to help lift workers toward a living wage. Promoting greater respect for the rights
of union organization and collective bargaining to empower workers to negotiate

wage increases on their own could also have a similar effect.
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Doing so would provide greater dignity for workers while helping to build the
foundation for a strong, consumer-driven economy. But as the experience of
other countries shows—particularly the higher-wage countries in Latin America
that saw declines in real wages for garment workers during the last decade—
such gains will only be sustainable if manufacturers and buyers are willing to
absorb the added labor costs, rather than applying downward price pressure
through the threat of exit.

By doing so, these manufacturers, brands, and retailers could help make apparel
jobs a true route out of poverty. Raising the prevailing-wage rate for apparel-
sector workers is both good for workers and good for economies. It would spark
a virtuous circle in which higher wages beget increased demand and thus more
and better jobs.
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Appendix: Methodology

In reaching the findings in this report, the WRC calculated monthly regular earn-
ings for garment workers at the prevalent wage rate in the leading regional center
of export-apparel production in each country studied. To facilitate cross-country
and longitudinal comparison, consistent terms of measurement were used wher-

ever it was practicable. Where it was not, that fact is noted.

First, as stated, the countries from which wage data were collected were all among
those listed as the top 21 in the value of their apparel exports to the United States
in 2011, as compiled by the U.S. Commerce Department’s Office of Textiles

and Apparel, or OTEXA.* Wage data were collected for 15 of these countries,
which represent those countries where the WRC regularly conducts research on

garment-factory conditions.®®

For reasons explained below, except where specifically noted, the prevailing wage
for garment workers in each country was considered to be the monthly wage
earned by a full-time employee working regular straight-time hours as a sewing-
machine operator in that country’s largest center for export-garment manufac-
turing. In most of countries included in the study, this wage consisted of (1) the
amount an employee would earn in an average month for working such a schedule
while being paid at the applicable legal minimum-wage rate for his or her job
classification in that locality, and (2) the monthly value of all additional compen-
sation typical for an employee in this job classification and locale to receive over
the course of a year that is not contingent on performing additional work, such as

overtime or off-the-clock work.

Because garment factories, like most firms of any significant size, employ work-
ers in multiple job classifications and rates of pay, data were sought for the
prevailing-wage rate paid to the job classification(s) that represented the plurality
of employees in each country’s export-apparel manufacturing sector. As is widely
recognized, in the assembly operations that provide the bulk of garment-manufac-
turing employment, this classification is nearly always one that includes sewing-

machine operators, who are typically the largest single group of employees.®

Published studies containing survey data for average wages in 2001 and/or 2011
for garment workers for regular straight-time hours were used for this calcula-
tion where available, and the source is cited in the text.”” Where such data were

unavailable—as was the case with most of the countries included in this study—
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the WRC estimated workers” monthly wages by determining the typical values
of the components of this compensation through research on industry practice
in each of the countries included in the study. The various factors determining
whether and how particular forms of compensation were included in our esti-

mates of prevailing wages are discussed below.

Wage rates

For the primary component of this compensation—the wage rate workers receive
for straight-time work hours—the most applicable figure was in nearly all cases
the relevant legal minimum wage. In the experience of the WRC, whose core work
is to monitor labor conditions in garment factories in leading apparel-exporting
countries, apparel workers in the overwhelming majority of these countries typi-
cally earn the legal minimum wage for straight-time working hours. For the pur-
poses of this report, the accuracy of this observation was checked in each country
through consultation with local informants familiar with conditions in the apparel
sector, including NGOs, trade unions, and academics. Where data published by
government authorities, academics, NGOs, or other researchers were available

and applicable, they were incorporated and cited herein.

Likely reasons for the prevalence in major apparel-exporting countries of garment
factories setting workers’ base pay at the legal minimum wage include not only
workers’ relative lack of bargaining power,” but also the fact that minimum-wage
rates, as established by the relevant government authorities, are often set with
specificity not only to a particular locality such as the state or region but also to
the industry—such as “ready-made garments™—job classification, and experi-
ence.” Although the WRC has found some notable cases of garment factories
failing to implement the legal minimum wage as set by the government,” wage-
and-hour violations more typically occur with regard to employers’ failures to pay
employees for additional time worked, whether this is labor performed off-the-
clock or underpayment of mandated premiums for overtime.”" For this reason, the
legal minimum wage is in most cases a reasonable proxy for prevailing-wage rates

when conducting a study of this kind.
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Hours of work

With the sole exception of Mexico, our wage estimates reflect monthly wages

for straight-time hours for each country included in this study, and they do not
include compensation for overtime hours.” There are several reasons for taking
this approach: First, overtime earnings are variable, not only among firms and
from season to season but also from year to year, since they reflect not only the
financial health and business practices of individual firms and their buyers but
also buyer demand as driven by the business cycle in the United States and other

major apparel-importing countries.

Second, to the extent that increased wages reflect a greater amount of overtime
worked, the resulting data represents a flawed measure of both individual worker
welfare and an industry’s contribution to socioeconomic development. When
greater earnings are based on more overtime—rather than higher wage rates

for regular working hours—the added benefit to the worker is mixed, since the
employee has to give more of his or her labor and time and is not simply receiving

more compensation.”

Moreover, a strategy of heavy reliance on overtime as a means of satisfying either
a firm’s and/or its customers’ production needs or workers’ demands for greater
income has negative consequences for the society as well: Firms that pursue

this strategy, which typically include most export-apparel factories, restrict their
contribution to formal-sector employment by failing to hire employees who might
otherwise do the work performed by the existing workforce as overtime, thereby

also limiting the reach of employment-based social safety nets.

Finally, the inclusion of overtime compensation in wage data used to measure
worker welfare is problematic because overtime compensation in the apparel
industry is often earned under circumstances that violate national laws and work-
ers’ basic rights.”* For the reasons already stated, and because excessive overtime
is considered harmful to workers” health and general well-being, nearly all leading
apparel-exporting countries, in addition to requiring premium pay for overtime
hours, sets a maximum limit on the amount of overtime that workers may perform
over a given period.” Nearly every major U.S. apparel brand and retailer imposes
similar standards in its code of conduct with which its suppliers are contractually
required to comply.”® Despite these measures, both overtime hours in excess of
legal limits and nonpayment of legally required premium pay are pervasive in the

export-apparel industry.””
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Production-based bonuses

With the exception of Thailand, the wage data we used did not include production
bonuses for the countries included in this study.”® In the WRC'’s experience, most
apparel factories in major garment-exporting countries set some form of indi-
vidual or team-based production quota or target for sewing-machine operators. In
many cases, factories provide monetary bonuses to those employees who exceed
this target. For multiple reasons, however, these bonuses are generally equivalent
to overtime compensation, rather than regular wages. For the reasons just stated
above, we did not consider overtime compensation in estimating prevailing-wage

rates for the purposes of this study.

First, with the exception already mentioned, local sources consulted for this study
confirmed the WRC’s general experience that such bonuses typically cannot be
earned solely based on the tasks employees are able to complete during their
regular working hours. Therefore, such bonuses are attributable in whole or in part
to work performed as overtime. Second, these sources confirmed the WRC'’s view
that where such bonuses are awarded, employees typically do not receive addi-
tional compensation beyond the bonus itself for the additional time spent outside

of regular working hours to complete the necessary quota.

Third, in a number of the countries studied, local sources reported that, within the
workday, employees routinely work during statutory break or meal periods—both
paid and unpaid—in order to earn the bonuses, again without any additional com-
pensation aside from the bonus itself. Since such bonuses represent compensation
for which employees must provide additional labor and time rather than simply
being rewards for greater efficiency, they are directly analogous to overtime com-
pensation and treated accordingly for the purposes of this study. Only where such
bonuses were typically attainable by employees based solely on work performed
only during regular straight-time hours was this compensation included in our

calculation of prevailing wages.

Other monetary compensation

Other forms of employer-provided compensation, such as attendance allowances
or nonproduction-based bonuses, were treated as wages, so long as they were paid
in cash or otherwise included in workers’ pay and their payment was prevalent in

the industry—that is, most garment workers regularly received them. For this rea-

30 Center for American Progress | Global Wage Trends for Apparel Workers, 2001-2011



son, forms of compensation that, while mandated under a given country’s laws, in
practice only a minority of garment factories in that country reportedly paid were
not included.” Conversely, other payments that, while not legally required, were

reportedly consistently provided to a majority of workers were included.®

In many major garment-exporting countries, workers receive, as either a legal
requirement or an industry custom, annual or bi-annual bonuses equivalent to their
regular pay for a particular time period, such as an extra month’s pay at the end of the
year.®! When such payments were reported to be consistently provided to workers,
they were included in our calculations on a pro-rata basis, or by adding one-twelfth

of their total annual value to workers’ wages and other monthly compensation.

In-kind compensation

For multiple reasons, we did not include in our wage calculations various forms of
noncash compensation or benefits that are common in some garment-exporting
countries, such as employer provision or subsidization of transportation to and

from the factory, housing in employee dormitories, or meals in company canteens.

First, in the experience of the WRC, such forms of employer provision vary greatly
in their quality and often fail to meet basic standards for health, sanitation, and
safety. Food supplied in canteens may be unsanitary or nutritionally deficient,

%2 rendering its actual value to employees questionable, as workers may have to
supplement or replace it with meals that they prepare or purchase themselves.
Similarly, company dormitories may be overcrowded, ill-maintained, and unsafe,*
making estimates of their value that are based on the local housing market inaccu-

rate unless one is able to determine how such offsite housing compares in quality.

Second, in the WRC’s experience, these forms of in-kind compensation are often
provided as much for the employer’s benefit as for that of its employees. Factory
canteens and employee dormitories, for example, help ensure that the workforce
remains on the company premises at least throughout the workday if not through-
out the entire workweek. This means that the workforce is available to work at
whatever time the employer requires and is dependent on the company for basic

sustenance and shelter.

Employer-subsidized transportation facilitates the recruitment of a workforce

from less-urbanized areas where wage levels and worker expectations are apt to
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be lower than in the immediate vicinity of the factory itself.** Similarly, com-
pany housing permits factories to hire workforces made up of internal or foreign
migrant workers, who may not only accept lower wages than local residents but
also be easier to discipline because they may have greater sunk costs associated

with gaining employment at the firm and less ability to find alternative work.

Moreover, payment of in-kind compensation rather than cash compensation is
recognized to be inversely related to the quality of employment.* In-kind com-
pensation makes the workers’ access to goods contingent on the employer’s good-
will and restricts the workers’ choice and use of goods to those that the employer

chooses to provide.

Finally, in-kind compensation also typically benefits certain classes of employees
much more than others. Company dormitories, for example, may be an attractive
housing option for migrant workers, particularly those who do not have fami-
lies living with them, but not for local workers with children. For these reasons,
although some garment factories have claimed that in-kind compensation should
be treated as equivalent to wage compensation in evaluating whether their
employees are receiving a living wage, * the WRC did not include it in the wage
data that we collected for this study.

Social-security program contributions

Our wage data also do not make any allowance for forms of deferred compensa-
tion from employers that provide what are the equivalents of social safety nets

in countries that have no forms of state-run unemployment insurance or injury
compensation. Many major garment-producing countries mandate under their
labor laws that, on termination of employment, firms must make payments to
employees that may amount to several months’ wages.*” While such mechanisms
enhance workers’ overall economic security by providing income at the time of

loss of employment, they do not directly increase their day-to-day buying power.

Factory owners in some countries have adopted a practice of “liquidating,” or
regularly paying off, such severance benefits to their employees, typically to avoid
accumulated liability and/or prevent workers from accruing seniority but some-
times at workers’ own requests.** Whether or not payment of such funds is made
at the initiative of the employer or the employee or with the agreement of both,

paying such benefits in advance means that they will not be available as income
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replacement at the intended time of need. Because such practices are more
analogous to prepayment of social insurance benefits than they are to provision of
additional compensation, we did not include funds that workers receive from such

payments in our calculations.

For similar reasons, we did not include as compensation the value of any assistance,
contribution, or subsidy provided to workers for health care. Employer practices
with regard to the provision of such care for employees vary among the leading
garment-exporting countries, from the establishment of onsite clinics staffed by
nurses to the enrollment of employees in state-run health care programs.* Assessing
the relative monetary values to employees of such assistance is difficult, and such
benefits are typically not considered as income when measuring wage compensation
in countries that are more developed, whether they are typically provided through

private insurance purchased by employers or via a state-run system.
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Twenty Eighth Synthesis Report on Working Conditions
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at http://www.betterfactories.org/resourcedet.
aspx?z=7&iddoc=1668&c=1. The source notes that 86
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Ibid.

See, for example, Nike, Inc., “Nike Code of Conduct”
(2010), available at http://nikeinc.com/system/
assets/2806/Nike_Code_of_Conduct_original.
pdf?1317156854. The code limits permissible hours of
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week or the maximum allowed under national law.

See, ILO, “Better Factories Cambodia, Twenty Eighth
Synthesis Report on Working Conditions in Cambodia’s
Garment Sector 9.”
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unlike that of other countries included in this study,
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of their regular straight-time pay. For this reason, the
monthly value of the portion of production bonuses
attributable to nonovertime work hours were included
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See, for example, Alok Sarkar, “Labour Laws Befitting
the Workers," Daily Star (Bangladesh), December 1, 2005.
The article notes the existence—but pervasive nonen-
forcement—of a law requiring the sharing of 5 percent
of annual profits with employees.

See, for example, Van Thu Ha, “Minimum wage policies
in Vietnam: Ways to a Minimum Living Standard” (2011).
This unpublished work discusses the introduction of at-
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even though they were not required by law.

Pacific Bridge Recruiting, “Compensation in Asia:
Thirteenth Month Pay Lower in 2001/2002," May 9,
2002, available at http://www.pacificbridge.com/
news/compensation-in-asia-thirteenth-month-pay-
less-in-2001-2002. This notes the payment of annual
bonus as a legal requirement in India, Indonesia, and
the Philippines and as a common but not mandatory
practice in China and Thailand.

See, for example, WRC, “Investigation re Complaint
against Kukdong (Mexico)” (2001), available at http://
www.workersrights.org/Freports/Report_Kukdong 1.
pdf. This notes workers’ complaints regarding their em-
ployer’s provision of meals with rancid or insubstantial
food in the factory canteen.

See, for example, WRC, “Assessment of Lianglong
Socks Factory (China)” (2008), available at http://www.
workersrights.org/Freports/Lianglong_Socks_Re-
port_4-3-08.pdf. It describes the dilapidated, unsafe,
and unsanitary conditions of company dormitories).

See, for example, WRC, “Report of Visit to Rajlakshmi
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88 See, for example, WRC, “Worker Rights Consortium

Assessment re Alamode, S.A. (Honduras)” (2009),
available at http://www.workersrights.org/Freports/
WRC%20Assessment%20re%20Alamode%20%28Hon-

duras%29%20-%2010%2022%2009.pdf.

86 WRC, “Report of Visit to Rajlakshmi Cotton Mills Pvt. 89 Ibid.
Ltd. With Fair Trade USA Delegation on September 19,
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87 See, for example, Steven Greenhouse, “Pressured,
Nike to Help Workers in Honduras,” The New York
Times, July 29, 2010, available at http://www.nytimes.
com/2010/07/27/business/global/27nike.htmI?_r=0.
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Appendix: Notes on countries included in this report

In conducting research for this report, the Worker Rights Consortium sought

to estimate prevailing straight-time wages in 2001 and 2011 for workers in the
export-apparel-manufacturing sectors of countries that were the leading sources
of garments imported by the United States. Because the relevant data that we
found available varied greatly from country to country, the method ultimately
used to arrive at these estimates in each country varied as well. The subsections
below detail the actual methods used to estimate prevailing wages in each country
in 2001 and 2011; compare the change in the real value of these wages in each
country over this time period when one accounts for consumer price inflation;
and compare prevailing wage levels in both 2001 and 2011 to the WRC’s estimate
of what would constitute, in each country, a minimum living wage for garment

workers and their families.

China

Between 2001 and 2011 China overtook Mexico—which, after the passage

of NAFTA in 1996, had become the United States’ largest source of apparel
imports—to assume a dominant position as the leading exporter of apparel to the
United States.! China now accounts for apparel imports of nearly $30 billion per
year and 40 percent of clothing imported into the United States, giving it a market
share nearly five times larger than it enjoyed in 2000, and four times greater than

that of its nearest rival, Vietnam.*

Significantly, China captured this market share at the same time that it substan-
tially increased wages for garment workers. Based on a review of government
statistics, we estimate that in the country’s leading centers of garment production,
prevailing wage rates for sewing-machine operators for straight-time work more

than doubled during this period, increasing by almost 130 percent.

As is well-known, the high rate of real wage growth in China since the beginning
of the last decade has by no means been confined to the manufacturing sector,
much less to the apparel industry. Between 2001 and 2008, for example, average
annual wage growth in China fluctuated between 12 percent and 14 percent, while
the range for annual wage growth in manufacturing was slightly lower, between

10 percent to 12 percent.’ From 2003 to 2008 even wages for agricultural labor, in
sectors like grain and pig farming, increased at rates ranging from 9.3 percent to

21.3 percent per year.*

Appendix: Notes on countries included in this report | www.americanprogress.org 39



Indeed, some evidence suggests that wage growth for apparel workers has likely
trailed that of other manufacturing workers during this period. From 2003 to
2008, for example, average annual wage growth for migrant workers, who make
up the bulk of the industry’s workforce in the leading garment production centers,

was 10.3 percent, slightly lower than for manufacturing workers as a whole.®

The high rate of real wage growth experienced during this period by Chinese

workers is generally attributed to several factors.

First, as a result of both the economy’s rapid expansion and a relative decline in
the growth rate of the working-age population, China’s industrial centers in the
coastal areas where garment manufacturing was concentrated experienced very

significant labor shortages during this period.®

Secondly, partially as a result of investments in infrastructure, labor productivity
grew at a far greater rate than wages did, which enabled China’s garment industry,
at least during the 2000s, to maintain competitiveness with other low-labor-cost
countries even as its own workers’ wages climbed. From 2000 to 2007, while
wages in manufacturing grew in real terms by 98.1 percent, productivity rose
nearly twice as quickly, by 178.7 percent.” Moreover, average wages for apparel
workers in China, despite these dramatic increases, continue to be less than 10
percent of their levels in the United States and Western Europe, simply as a result

of how low they were when China began its transition to a market economy.®

Third, as a matter of state policy, and in significant part in response to frequent
incidents of labor unrest, the national government directed provincial authorities,
who are responsible for setting minimum wages, to increase both the frequency
and size of increases in the minimum wage. These increases continued unabated
through the rest of the decade, except in 2009, when Chinese export manufactur-
ers were hit hard by the global economic recession; the increases were quickly

renewed once the economic outlook began to recover in 2010.°

During this 10-year period, the location of the largest concentration of garment
production in the country shifted from Guangdong Province, the site of much of
the growth in the country’s export-apparel industry in the 1990s, to the prov-
ince of Zhejiang, which borders on Shanghai.'” For this reason, to estimate wage
growth for Chinese garment workers during this period, we compared wages in

2001 for sewing-machine operators in Guangzhou, a leading center of apparel
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production in Guangdong, with wages in 2011 for their counterparts in Ningbo,

a major garment-producing area in Zhejiang. The WRC found that the legal
minimum-wage rate is a reasonable proxy for prevailing wage rates for straight-
time work in the Chinese apparel industry.’ In 2001 the minimum-wage rate
applicable to sewing-machine operators in Guangzhou amounted to 480 RMB
per month (US$54.35 in 2001 dollars).'> In 2011 the monthly minimum pay to
sewing-machine operators in Ningbo was 1363 RMB per month (US$202.79), an
amount whose comparative value, when adjusted for consumer price inflation, or
CPL" was 1076.57 RMB, an increase of 124.3 percent.'* The 2011 figure included
the minimum monthly wage of 1310 RMB" and a small (annual value, 53 RMB/
month) seasonal allowance paid for work during hot weather, which, although
already paid to public-sector workers in 2001, was implemented in the private sec-

tor in Zhejiang during the intervening decade.'®

This measure of wage growth, however, may overstate the actual improvement
Chinese garment workers saw in their standards of living during this period.
Chinese government studies of “market wages” for sewing-machine operators

in the country’s industrial centers report total compensation, which includes
overtime.'” The data suggest that the rate of real growth in total compensation for
sewing-machine operators, while still substantial, was significantly lower than the
growth in prevailing wage rates. Sewing workers in Guangzhou in 2001 reported
median total monthly earnings of 1,100 RMB (US$132.85 in 2001 dollars) while
workers in Ningbo in 2011, by the same measure, earned 2,098 RMB per month
(US$324.77), or, when adjusted for CPI, 1,657.12 RMB,'® an increase of 50.65
percent. Anecdotal information from local sources indicates that garment workers
in Zhejiang province in 2011 did perform significantly less overtime than their
counterparts in Guangdong in the early 2000s, which helps explain why total

compensation grew at a lower rate than prevailing wages.

Moreover, from 2001 to 2011 aggregate food price inflation, or FPI, at 77 percent,"
was nearly three times greater than overall CPI (27 percent).” The average Chinese
consumer spends about 20 percent of his or her income on food (compared to 12.4
percent for the U.S. consumer),” but food costs typically make up a much higher
percentage of overall spending by low-wage garment workers, estimated by some
observers at up to 50 percent.”> While the actual difference in spending patterns
between Chinese garment workers and the average Chinese consumer is unknown,
the much higher rate of FPI in China during this period likely had some differential

impact on workers’ ability to benefit from higher nominal wages.
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It does appear, however, that Chinese apparel workers were able to make progress
in their prevailing wages toward what the WRC estimates would constitute a living
wage. Using the World Bank International Comparison Project’s PPP conversion
factors,” inflation-adjusted living-wage numbers for China were extrapolated for
2001 and 2011 from the living wage calculated by the WRC for the Dominican
Republic. By this measure, prevailing wages, which had provided 16 percent of a
living wage in 2001, provided 36 percent of a living wage in 2011.

If this rate of convergence were to be sustained, Chinese garment workers would
achieve a living wage within seven more years. Whether this is actually likely to
occur is less certain. As has been well-publicized, many apparel buyers have begun
to shift their purchasing away from China toward lower-wage countries in Asia
such as Bangladesh and Cambodia.”* On the other hand, these countries have
significant infrastructure problems,* and their apparel industries lack the degree
of vertical integration and productivity that China has achieved.”® Moreover,
some Chinese observers remain optimistic that China’s manufacturing sectors can
maintain international competitiveness through internal relocation to the coun-
try’s lower-wage interior, similar to the migration from the northern to southern

states that occurred in some parts of U.S. manufacturing during the 20th century.””

Vietham

By 2011, Vietnam, which in 2001 had not even stood among the top 10 apparel
exporters to the United States, had become this country’s second-largest source
of imported apparel, with annual exports to the United States worth $6.6 billion,
and nearly a 10 percent share of the U.S. market (up from less than 0.2 percent

in 2001).> The WRC'’s research shows that during this time, straight-time wages
for Vietnamese garment workers rose in real terms by nearly 40 percent (39.6
percent). In 2001 the monthly prevailing wage for garment workers was 730,167
Vietnamese Dong, or VND, but by 2011 it had risen to an inflation-adjusted value
of VND 1,011,766 in 2001 currency.

The WRC found that in 2001, prevailing monthly compensation for straight-time
work in the garment industry was equivalent to the applicable legal minimum
wage, plus a number of allowances and the prorated value of a bonus of a month’s
wages that, while not legally mandated, reportedly is paid annually at the time of
the Lunar New Year (Tét) holiday as an industry practice.”” In 2011, according to
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the WRC'’s research, prevailing wages consisted of the monthly minimum wage,
which had been increased substantially in the interim; the prorated value of the
Lunar New Year bonus; and a number of cash allowances that were instituted dur-

ing 2010 and 2011 to compensate for increases in the cost of living.

The legal minimum wage in Vietnam is set geographically with the most populous
cities, Hanoi and Ho Chi Minh City (denoted as “Region One”), having the high-
est minimum wage, followed by a second zone comprised of the urbanized belts
surrounding both cities (“Region Two”), which has a lower minimum wage, and
with the lowest minimum wage covering the rest of the country (“Region Three”).
The bulk of the country’s export-garment manufacturing occurs in Region One,

although there are sizable centers of production in Region Two as well.*

The legal minimum wage is set as the lowest wage allowed to be paid on a monthly
basis for regular full-time hours. In 2001 this wage was VND 674,000 per month
in Region One, for workers employed in foreign-owned factories, which, at that
time, had a higher minimum wage. A review of published studies of wage levels in
Vietnamese garment factories indicated that by 2001, payment of wages below the
legal minimum, while common during the mid-1990s, had diminished and that
most factories in Regions One and Two paid either slightly more or slightly less

than the legal minimum.*

For this reason, the WRC believes that the 2001 minimum wage for Region One
plus the prorated value of the Lunar New Year bonus is a reasonable reflection

of prevailing wages in the industry at that time. Vietnamese garment factories
typically did, in 2001, and continue to, today, pay production-based bonuses;
because, according to sources consulted by the WRC, however, these are typically
attainable only by working overtime, for reasons previously explained, they are not

included in our calculations of prevailing wages.

By 2011 the country had experienced significant consumer price inflation during
the intervening period, totaling 126 percent over 2001 prices.** In order to retain
workers and limit labor unrest, beginning in 2010, the industry adopted as a stan-
dard practice the payment of additional monthly bonuses for good attendance and
seniority on the job.* Because these bonuses, although not legally mandated, are
consistently paid to most workers in the industry, the WRC included them in its
calculations of prevailing wages, estimating their monthly value at VND 140,000.
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Vietnamese factories also have a practice of providing workers with free lunch at
the factory,* but because this benefit is provided in-kind rather than as cash com-
pensation, for reasons previously explained, it is not included in our calculation

of prevailing wages. It is worth noting, however, that, between 2001 and 2011,
Vietnam experienced significantly greater inflation in overall consumer prices
(126 percent) than in food prices alone (61.5 percent). Garment workers may
have felt harder hit by price increases for nonfood items because they received at
least one daily meal free of charge at the worksite and, as a result, already may have
devoted a relatively higher proportion of their incomes for other goods than work-

ers earning otherwise comparable wages in other sectors of the economy.

In the face of the continuing rise in the cost of living during this period, some
factories also began paying other forms of bonuses to workers. In October 2011,
however, the government instituted a 40 percent increase in the minimum wage—
the most significant increase since 2006—which raised the legal wage floor in
Region One to VND 2,000,000 (US$273.75).3 This figure applied to both foreign
and domestic employers, with the practice of separate minimum-wage levels for

the two categories having been eliminated in the interim.*

The WRC’s research indicates that after October 2011, while some bonuses that
were paid previously were subsumed into the new higher base wage, workers
continued to receive allowances for good attendance and seniority, as well as the
annual bonus for the Tét Festival. The WRC calculates the total monthly value of
this compensation at the end of 2011 at VND 2,306,667 (US$112.47).

Despite this increase, however, wages made very limited progress toward the level
required for a living wage. By the WRC’s estimate, in 2001, prevailing wages pro-
vided only 23 percent of a living wage, yet in 2011, this figure had only improved
to 29 percent. By this measure, even if the rates of growth in real wages were
sustained going forward, they would not reach the level of a living wage for nearly

another 40 years.

Indonesia

While much less dramatically than those of China and Vietnam, Indonesia’s
share of the U.S. apparel market increased significantly between 2001 and 2011,
climbing by nearly S0 percent, from 3.7 percent to 5.5 percent of U.S. garment
imports.*” While Indonesia was the ninth-largest exporter to the United States in

2000, by 2011 it was the third-largest exporter after those two countries.*
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During this period, real straight-time wage levels also rose significantly for
Indonesian garment workers, and have continued to rise since that time. Based

on a review of monthly straight-time wages in Bandung—a leading center of
export-apparel production in West Java, the province that is home to a majority
(57 percent) of the country’s garment factories®—workers’ pay grew in real terms
by 38.4 percent between 2001 and 2011. Monthly wages, which stood at 421,958
Indonesian Rupiah (Rp.) (US$41) in 2001, had climbed to Rp. 1,287,471
(US$147) by 2011. Due to consumer price inflation of nearly 121 percent during
the intervening period, they were worth only Rp. 583,787 in 2001 currency.

The WRC based its calculation of prevailing wages on the applicable statutory
minimum wage for the Bandung District. According to other published reports
and interviews conducted for this study, this minimum wage constituted the
actual base wage for garment workers in that area throughout the period under
review.*” Under Indonesian law, minimum wages for particular industrial sectors

are set on the provincial or district level.*

While factories often offered workers the possibility of earning production
bonuses, in actuality, the quotas were set too high for most workers to earn them
on a regular basis.* Workers typically receive, however, a legally mandated annual
bonus of one month’s base salary, which is usually paid at the time of the Eid
holiday.* This annual bonus was included in our calculation of monthly prevailing

wages on a prorated basis.

Despite the increase in real wage levels, prevailing wages remained far below what
the WRC calculated to be a living wage. Using PPP conversion factors,* inflation-
adjusted living wage numbers for Indonesia were extrapolated for 2001 and 2011
from the living wage calculated by the WRC for the Dominican Republic. Using
this measure for comparison, prevailing wages, which in 2001 provided 14 percent
of a living wage, still provided only 26 percent of a living wage in 2011. For this
reason, even if the real wage growth achieved between 2001 and 2011 were to be
sustained, it would still be nearly 50 years before Indonesian garment workers

attained a living wage for themselves and their families.

In the short term, at least, real wage levels may well continue to climb. Indonesia
recently announced an increase of more than 40 percent in the minimum wage for
workers in Jakarta, with similar minimum-wage hikes predicted for other urban
centers.” Yet as our study shows, multiple wage increases of this magnitude would
be needed to lift the wages of Indonesian garment workers to the minimum level

needed for a decent standard of living,
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Bangladesh

The last decade also marked a dramatic increase in U.S. apparel imports from
Bangladesh, placing the South Asian country on a course to overtake China,
Vietnam, and Indonesia as the United States’ leading source of garments.
Bangladesh rose from this country’s seventh-largest source of apparel in 2001 to

its fourth-largest source in 2011, with nearly a 6 percent share of total imports.

Yet unlike these other countries, the expansion of Bangladesh’s garment industry
was not accompanied, in real terms, by an increase in wages for workers, which
remained in 2011, as they were in 2001, the lowest of any leading garment-
exporting country. In 2011 prevailing monthly straight-time wages in Bangladesh
were 4,062 Taka (Tk.) (US$54.78), compared to Tk. 2,083 in 2001 (US$36.67).
Adjusted for inflation, however, wages in 2011 were worth only Tk. 2,034, a 2.4

percent decline in real terms.

Bangladesh also differs from nearly all of the other garment-exporting countries
included in this study in that, at the beginning of the period under review; its
garment workers typically earned straight-time wages that were higher than the
applicable legal minimum wage. This is because in 2001, the statutory minimum
wage in the apparel sector had not been increased since 1994, so many factories
had begun paying workers more than the minimum in order to prevent unrest and

recruit and retain employees.

Wage levels in the Bangladeshi apparel industry have typically been set accord-

ing to a scale that ranks job classification by skill and seniority. The plurality of
employees falls into one of two categories: sewing-machine operator and senior
sewing-machine operator.* The largest concentration of garment manufacturing is
in and around the capital city of Dhaka.

AnILO survey of 20 factories in Dhaka reported that in 2001, sewing-machine
operators (denoted “Grade 4”) and senior sewing-machine operators (denoted
“Grade 3”) typically received base wages of Tk. 1800 and 2250 per month, respec-
tively, slightly higher than the then-current corresponding legal minimum-wage
levels for these jobs, Tk. 1710 and 2100.*” Interviews conducted for this study
with local trade unions and NGO leaders who were active in the garment indus-
try at that time also cited Tk. 1800-2000 as a typical range of wages for sewing-

machine operators.*®
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Based on these sources, the WRC arrived at Tk. 2000 as a reasonable figure for
the prevailing monthly base wage in 2001. Also included in our calculations on a
prorated basis is an annual bonus of one month’s wages that workers receive at the
Eid holiday, bringing our figure for the prevailing total monthly straight-time wage
to Tk. 2083.

The minimum wage for the apparel industry was raised in 2006 and 2010, with
the latter increase bringing the monthly wage rates for sewing-machine opera-

tors in Grades 4 and 3 to Tk. 4218 and 3861, respectively.* Interviews with trade
union leaders indicated that in 2011, with the most recent minimum-wage hike
only having become effective in November 2010, sewing-machine operators rarely
received straight-time wages above the legal minimum, with an estimated wage
range for most of Tk. 3800-4000.*°

Indeed, the WRC'’s interviews with garment workers from a number of factories
during 2011 and 2012 indicated that managers frequently had taken advantage of
changes in the minimum-wage scale that were enacted along with the 2010 increase
to downgrade workers’ job classifications and thereby lessened its impact. For these
reasons, the WRC concluded that Tk. 3900 represented a reasonable figure for

prevailing monthly straight-time base wages for sewing-machine operators in 2011.

To this figure we added Tk. 162 as the prorated value of the annual Eid bonus, to
arrive at a figure of prevailing total straight-time wages of Tk. 4062 per month.
Since 2001, some factories have adopted the practice of providing other benefits,
such as subsidized meals, transportation, and medical care. because, however, these
benefits are typically provided in-kind rather than in cash, they were not included.®!

One reason why such benefits have been introduced, perhaps, is because straight-
time wage garment workers have been, and remain, far below the level required
for a living wage. The WRC calculates that in 2001, prevailing straight-time wages
provided only 14 percent of the amount needed for a living wage. Lack of growth
in wages over the intervening 10 years, when adjusted for inflation, meant that in

2011, this gap remained essentially unchanged.

In both 2001 and 2011, this was the greatest disparity seen between prevailing and
living wages in any country included in the study. In 2001 nearly equivalent dis-
parities existed in some of the other top garment exporters, including China and

Indonesia, where prevailing wages provided only 16 percent of a living wage. By
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2011, however, both of those countries had made at least some progress in closing
this gap: Prevailing wages in 2011 in China and Indonesia equaled 36 percent and
22 percent of a living wage, respectively. Bangladesh had not.

India

Between 2001 and 2011 India rose from 20th to 7th place among countries
exporting apparel to the United States.** Its share of U.S. apparel imports nearly
doubled during this period, from 1.7 percent to 3.3 percent.> Prevailing straight-
time wages for Indian garment workers, however, made scant progress in real
terms over these 10 years, having risen less than 13 percent when adjusted for
inflation. In 2011 we estimate that the prevailing monthly straight-time wage

for Indian garment workers was $94.75, the third lowest, after Bangladesh and
Cambodia, of any country included in this study.

As noted, the WRC’s general approach in this study was to collect data on prevail-
ing wages in each country’s largest center of export-apparel production. In the

case of India, however, we relied on figures for garment-worker wages in the city of
Bangalore, which stands third among major apparel-manufacturing areas in India,
behind larger areas of production in the state of Tamil Nadu (the cities of Chennai,
Coimbatore, and Tirupur) and in the vicinity of New Delhi (known as the National
Capital Region, or NCR, with garment production chiefly in the areas of Gurgaon
and Noida).** The reason for this exception is the relatively greater consistency and
transparency, in the WRC'’s experience, in wage practices among garment facto-
ries in Bangalore when compared to those in the country’s other leading apparel-
producing centers. This consistency is likely the result of the heavy presence in
Bangalore of India’s largest garment-manufacturing companies, including Gokuldas

Exports, which directly employs more than 40,000 workers in its local plants.*®

The pay practices of the major Bangalore garment manufacturers stand in marked
contrast to those of their counterparts in the NCR and Tamil Nadu. In the NCR,
factories frequently have employed their workforces, which are made up mainly
of migrant laborers, indirectly—and illegally—through third-party contractors.*
Not surprisingly, nonpayment of the legal minimum wage has been pervasive.
In Coimbatore and Tirupur, factories reportedly have often recruited workers
through an illicit bonded labor scheme called “sumangali,” which involves the

promise of a significant bonus to be paid to a female worker for use as a marriage
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dowry, after a period of indentured employment.”” Such practices make it difficult

to generalize about prevailing wages across the sector.

Under Indian law, minimum wages are set by the country’s constituent states.
During the period studied, the government of the state of Karnataka, of which
Bangalore is the largest city, revised the minimum wage for the garment industry
in 2001 and 2009.*® In years when the minimum wage rate is not revised, the gov-
ernment typically revises the variable dearness allowance, or VDA—an increment

paid to workers on top of the minimum wage as a cost-of-living adjustment.

The state of Karnataka sets minimum-wage rates by industry, job classification,
and geographic area. Most of Bangalore’s garment factories fall within the area
designated under the minimum-wage regulations as Zone I (Bangalore City

Agglomeration Areas).”

The minimum-wage regulations divide the workforce of the garment-manufactur-
ing sector (termed the “Tailoring Industry”) into five classifications: “unskilled,”
“semi-skilled,” “skilled,” “highly-skilled,” and “office staft.” Each classification in
turn encompasses several specific jobs, all of which have the same minimum wage.
For example, jobs in the “skilled” category include “Tailor Grade 1,” “Cutting
Machine Operator,” “Inspector,” and “Driver” (i.e., chauffeur).

According to local labor unions and NGOs, roughly a third of workers in the gar-
ment sector, making up a plurality of the workforce, fall under the unskilled cat-
egory and are not paid more than the minimum legal wage. These workers include
more junior sewing-machine operators (“Tailor Grade 3”) and other ancillary
positions (packers, helpers, trimmers). The four other categories of employees
who make up the remainder of the industry’s workforce not only have different
(higher) minimum-wage rates, but according to local sources are often paid to

varying degrees more than the legal minimum wage for their jobs.

A 2012 study by a Bangalore-based garment-workers union found that most
workers surveyed in the unskilled category self-reported receiving wages that were
roughly 8 percent below the applicable legal minimum.® Workers in more-skilled
categories reportedly earned wages that exceeded the legal minimum, although
the exact extent to which this was the case could not be determined. The study’s
authors reported anecdotally that in 2001, workers in the same category were paid

10 percent less than the then-current minimum wage.
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Given the difficulties of measuring either the actual extent to which wage rates for
more skilled employees exceeded the legal minimum, particularly as to the situ-
ation in 2001, or the actual degree of underpayment of unskilled workers at that
time, the WRC decided to use the minimum-wage rates for unskilled workers in
2001 and 2011 as the basis for measuring wage growth over this time period. The
determination to focus on wage rates for workers who, while the sector’s lowest
paid, made up a significant portion of its workforce, also appeared reasonable
since a major purpose of this study was to determine whether garment workers
were experiencing sufficient income growth, in real terms, to provide them with at

least the future prospect of a living wage.

The WRC based the calculations of the change in prevailing wages in the Indian
apparel industry between 2001 and 2011, therefore, on the applicable minimum
wages in those years for a worker employed in Karnataka’s “Tailoring Industry,”
in ajob in the unskilled category, in a factory located in “Zone I” (Bangalore and
Agglomerations). In each case, the minimum wage itself was comprised of two
amounts: the “basic” wage and the VDA. In 2001 this figure, on a daily basis, was

Rs.71.70,% and in 2011 it was Rs. 157 (US$3.07).%

Mexico

Mexico’s standing as a leading source of U.S. apparel imports has declined sig-
nificantly over the past decade, falling from its position as the top exporter of
garments to this country in 2000 to fifth place in 2011, behind China, Vietnam,
Indonesia, and Bangladesh. During this time, Mexico’s market share, as a percent-
age of total U.S. apparel imports, fell from nearly 15 percent in 2000 to just less
than S percent in 2011.

Not surprisingly, this shift appears to have had a significant impact on wage prac-
tices in the Mexican apparel industry, yet one that is not simple to quantify. Labor
researchers interviewed by the WRC indicate that in 2011, Mexican garment
workers, like their counterparts in most other countries included in this study,

were paid only the legal minimum wage for their straight-time hours.

In 2011 earning more than the minimum wage, typically in the form of piece-work
or production bonuses, reportedly required work off the clock or other overtime

hours, for which employees do not receive other compensation. It was not possible
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to draw a firm conclusion, however, regarding whether the same situation prevailed
in 2001, or whether workers then earned wages above the legal minimum for their

straight-time hours.

Minimum wages in Mexico are set by the government’s National Minimum Wage
Commission—known by its Spanish acronym, CONASAMI—on the basis of
occupation for three geographic areas, Zones A, B, and C. Many of the country’s
leading centers of export-apparel production are located in Zone C, which includes
the states of Aguascalientes, Coahuila, Guanajuato, Puebla, and Yucatan, and has
the lowest minimum wages.* Within Zone C, the minimum-wage rate that applies
to most garment workers is that for “costurero(a) en confeccién de ropa en talleres o

fdbricas” (sewing worker in garment manufacturing in workshops or factories”).**

The minimum wage for workers in this classification in Zone C was 73.32
Mexican pesos per day in 2011,% and 46.30 pesos per day in 2001.° Workers in
the export sector also typically receive, by law, an annual bonus in the amount of
two weeks’ wages,”” and a statutory vacation bonus in the amount of 25 percent of

the wages workers are required to be paid during their annual paid vacation. %

The amount of the vacation bonus depends on the number of vacation days the
employer is required to provide to the worker, which ranges from 6 to 12 days,
according to the worker’s seniority.® The WRC calculated the annual value of the
bonus as 25 percent of wages for eight days (i.e., two days’ wages), the amount

mandated for workers with two years’ seniority.

Adding the prorated monthly values of the annual bonus and vacation bonus to
the monthly value of the minimum wage for sewing-machine operators in Zone

C gives the figures of 1,258 pesos and 1,992 pesos as the minimum legal monthly
compensation for full-time regular hours in 2001 and 2011, respectively. Adjusted
for inflation during the intervening period, the latter figure is worth 1,297 pesos in

2001 currency.

By this measure, then, the value of apparel workers’ wages, when adjusted for infla-
tion, remained essentially flat between 2001 and 2011, rising by only 4.4 percent
over this 10-year period. This statistic, however, may well not accurately capture
the actual trend in garment workers’ earning power during this period, which,

according to other sources, has been one of significant decline.
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Studies conducted in 2001-2002 and 2010 in Tehuacan—a city in the Mexican
state of Puebla that has long been a leading center of jeans manufacturing—by the
Canadian labor rights NGO Maquila Solidarity Network, or MSN, in conjunction
with researchers from a local human rights organization, the Human and Labour
Rights Commission of Tehuacan Valley, or HLRCT'V; indicate that the aver-

age wages, including overtime, fell sharply in real terms over the decade.”” MSN
and HLRCTV’s 2001-2002 research reported that although sewing workers in
garment factories had earned 700-1,500 pesos per week in 2000, this figure had
fallen to 350-750 pesos by 2002, except for the most skilled sewers in factories
producing for export, who might earn 1,000 pesos.

Based on these figures, the WRC selected 1,050 pesos per week as a conservative
baseline wage figure for determining the decline in wages in the export sector
between 2001 and 2011. Using this figure, we calculated that the monthly wage of
a worker earning at this rate, including the prorated value of the annual and vaca-

tion bonuses, was 4,766 pesos.

MSN’s follow-up study in 2010 reported that wages for garment workers in large
and medium-sized factories averaged 675 pesos per week, including overtime.”
The report noted that, even in these factories, production has shifted over the past
decade toward lower value-added apparel for the domestic market and away from
higher-value production for export to the United States. The co-author of this
report, who was interviewed by the WRC for this study in 2011, indicated that
even workers employed in the highest-paying export factories then earned only

1,100-1,200 pesos per week.

To determine the trend in real wages for workers between 2001 and 2011, then,
the WRC calculated the monthly value, including the prorated value of the annual
and vacation bonuses, of the wages of a worker earning 1,150 pesos per week, to
arrive at a monthly prevailing wage for 2011 of 5,200 pesos per week. This figure
was then deflated to account for aggregate consumer price inflation of 53.55 per-
cent between 2001 and 2011, to reach a figure of 3,387 pesos for the value of the
2011 wage in 2001 currency. When compared to the 2001 monthly wage figure of
4,766 pesos, a decline of 28.9 percent over the 10-year period was recorded.

Even with overtime included, prevailing wages for Mexican garment workers fell
significantly short and remained far below what the WRC calculated to be a living
wage. Using World Bank PPP conversion factors to extrapolate from the living
wage calculated by the WRC for the Dominican Republic, the WRC determined
that the 2011 prevailing wage of 5,200 pesos per month, which included overtime
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compensation, represented 67 percent of a living wage. The applicable minimum
wage for garment workers, which was 1,992 pesos, provided, by the WRC’s esti-
mate, only 26 percent of a living wage, having essentially made no progress in this

regard over the previous 10 years.

Honduras

In 2011 Honduras was the seventh-largest exporter of apparel to the United
States, having stood as the fifth-largest exporter in 2001. Its 3.4 percent share of
the apparel-import market in 2011 meant that it was still it the largest apparel-
exporting country in Central America. Based on interviews with local expert
sources and reviews of reports by other organizations concerning labor practices
in the country’s export-apparel industry, the WRC determined that the applicable
legal minimum wage, when supplemented by the prorated values of both statutory
annual and midyear bonuses, and a mandatory subsidy paid to parents of school-

age children, represents a reasonable proxy for prevailing straight-time wages.

Under Honduran law, workers in export manufacturing are subject to a different
minimum-wage rate than most other workers, including those employed in manu-
facturing for the domestic sector.”” However, while in 2001 the minimum-wage
classification that included export-apparel workers had the lowest wage, 2,099
lempiras per month” in 2011 the minimum wage for these workers, 3,894.60 lem-
piras monthly, was the highest among the various minimum-wage classifications.”
Honduran law stipulates that all employers must pay workers two bonuses, each of
which are equal to one month’s regular wages, exclusive of overtime or production
bonuses.” One is payable at the year’s end (the “13th month”) and the other at
midyear (the “14th month”).”® As these benefits reportedly are paid consistently
in the export-garment sector, we included its prorated monthly value in our calcu-

lations of prevailing straight-time wages.

In addition, the law requires that workers who are the parents of school-age chil-
dren also receive an additional bonus that is paid in the first quarter of the year.
The amount of this bonus is calculated based on the minimum wage. In 2001 the
value of this bonus, for workers in the maquiladora sector, was 792 lempiras, and
in 2011 it was 1,187.31 lempiras.”” While reportedly not paid in all instances, this
benefit is, according to sources consulted by the WRC, received by the majority of
eligible workers, and for this reason, its prorated monthly value was also included

in our calculations.
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Local sources and previously published studies have consistently reported that
while some workers are provided with additional monetary compensation for
straight-time work, the majority receive only the statutory minimum pay detailed
above. A 2008 study by the Honduran NGO Centro de Derechos de Mujeres
(Center for Women'’s Rights) indicated that of 270 workers interviewed from
Honduran export-garment factories, only 14 reported being paid production or
efficiency bonuses.” The WRC did not find any evidence to suggest that payment
of bonuses for meeting individually based production or efficiency goals was any

more common in 2001.

During the 2000s, however, the Honduran garment-manufacturing industry,

like those of other Central American countries, increasingly adopted the “team
sewing” or “modular” manufacturing system. Under this system, the payment of
bonuses, which are based on the total production of a group of employees, and
which reportedly average between 100-300 lempiras per week, is more preva-
lent. Yet sources interviewed by the WRC reported that most workers earn such
benefits only if they are willing to perform work that is otherwise uncompensated,
whether “off the clock” during their meal and break times, or before or after the
end of the regular workday.” Such earnings are more accurately classified as com-
pensation for overtime work than as additional compensation for straight-time

hours, and therefore are not included in our calculations of prevailing wages.

Some employers also provide in-kind benefits, such as transportation to and from
the workplace and/or a partially subsidized meal during the workday. For the
methodological reasons that we previously have explained, however, these ben-

efits also were not included in our calculations.

Adding together only the applicable monthly minimum wage and prorated
monthly values of the two annual bonuses and educational bonus produced
figures for prevailing straight-time wages of 2,514 lempiras in 2001 and 4,642 lem-
piras in 2011. In December 2011 the exchange rate was 18.95 lempiras per U.S.
dollar, so the value of the prevailing wage in U.S. currency was US$449 per month.

Deflating the 2011 wage figure for aggregate consumer price inflation in Honduras
between 2001 and 2011, which was 102.34 percent, produced a figure of 2,294

for the value of the 2011 prevailing wage in 2001 currency. Therefore the WRC
calculated that, in real terms, prevailing straight-time wages for Honduran garment
workers fell by 8.76 percent between 2001 and 2011.
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This decline in inflation-adjusted prevailing wage levels caused the gap between
prevailing wages and a living wage to slightly widen over the intervening 10 years.
We estimate that prevailing wages for Honduran garment workers provided 52

percent of a living wage in 2001 but only 47 percent of a living wage in 2011.

Cambodia

While over the past decade Cambodia has often been cited as a “success story”
among major garment-exporting countries in improving conditions for apparel
workers,* a comparison of prevailing straight-time wage rates in 2001 and 2011
reveals that, when adjusted for inflation, pay rates declined significantly over the
decade. Although previous studies have shown a significant reduction during the
first half of the 2000s in the incidence of workers being paid less than the legal
minimum wage, the declining buying power of the minimum wage itself has been

much less widely reported.®

Between 2001 and 2011 Cambodia’s garment industry expanded dramatically,
aided in the first part of the decade by a now-expired bilateral trade agreement,
which granted the country’s apparel exports increased access to the U.S. market,
in reward for improvement in its labor rights environment.*> By 2011 Cambodia’s
garment industry had grown to be the seventh-largest exporter of apparel to the
United States, up from 12th place in 2001.

While Cambodia’s garment industry is often credited with having significantly
improved its labor rights environment during the 2000s, the evidence of such
improvement is quite mixed when it comes to the wages earned by the industry’s
workers. Between 2001 and 2008 the percentage of exported-apparel factories that,
according to monitoring reports released by the ILO Better Factories Cambodia
program, were found to be complying with the country’s minimum-wage laws rose
from 75 percent to nearly 95 percent.** At the same time, however, as we explain

below, the buying power of workers’ straight-time wages fell by nearly 20 percent.

In Cambodia the apparel industry is the only employment sector where the gov-
ernment has established a legal minimum wage. This wage is denominated as an
amount payable monthly in U.S. dollars: In 2001 it stood at US$4S, and in 2011
it was US$61. As the Cambodian apparel industry has diversified and the buying

power of the minimum wage has declined, some factories now pay some sewing
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workers at rates above the legal minimum, according to local sources, but in 2011
the minimum wage remained the prevalent wage for straight-time work,* just as it
had been in 2000.%

Over the past decade, however, worker discontent over low wages has led
Cambodian unions to press for, and the industry and government to accede

to, increases in mandatory supplements to workers’ wages, which must be paid

in addition to the base monthly wage. These include an increase in a statutory
monthly attendance bonus,* which was raised from its previous level of US$5,
which prevailed in 2001, to its current level, US$7, in 2011.*” Because this bonus
is, in practice, commonly paid to workers, and by law is owed even if workers avail

themselves of statutory paid sick leave,® it was included in our calculations.

Since 2000, workers have also received a mandatory seniority bonus of US$1
monthly per year of service.*” The WRC estimates that in 2001, the average senior-
ity for workers in the nascent industry was barely a year, yielding a monthly bonus
of US$1. While by 2011 the industry was more established, we estimate that
because factory owners had adopted a practice of employing workers on succes-
sive short-term contracts, and because turnover in the industry remained high, the

value of the seniority bonuses averaged only US$2 a month per worker.”

Factories are also required by law to pay workers another supplement, for meals,
when employees work more than two hours beyond their regular shifts. The
monthly value of this supplement was increased from US$6.50 to its current level,
US$13,in 2011. Because, however, this supplement was more accurately viewed
as additional compensation for overtime work rather than an enhancement to

straight-time wages, it is not included in our calculations.

Finally, in 2012, the government mandated monthly payments of US$5 per month
as a cost-of-living-adjustment, US$6 to reflect the increased cost of housing, and
an increase of US$3 in the attendance bonus.”" For the sake of consistency, and
because our study of wage trends only took into account inflation between 2001

and 2011, these most recent increases were not included in our calculations.

When added together, the values of the minimum wage, the attendance bonus,
and the seniority bonus, as estimated above, yield a value for prevailing straight-
time wages of US$51 in 2001 and US$70 in 2011. Deflating the 2011 wage figure
to account for the 76 percent aggregate increase in consumer prices in Cambodia
between 2001 and 2011, however, reveals that the 2011 prevailing wage was worth
US$39.78 in 2001 dollars.
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As aresult, we estimate that, in real terms, prevailing wages for Cambodian garment
workers fell by 19.17 percent during this period. This decline in prevailing wages
meant that the gap between prevailing wages and a living wage broadened signifi-
cantly. According to our estimates, while prevailing wages provided 24 percent of a

living wage in 2001, in 2011 they provided only 19 percent of a living wage.

El Salvador

Between 2001 and 2011 El Salvador fell from sixth to ninth among the leading
countries in exports of apparel to the United States. During this time, prevailing
straight-time wages for Salvadoran apparel workers, when adjusted for inflation,

also showed a declining trend.

The WRC found that in El Salvador, as with other countries included in this
study, the applicable legal minimum wage, when combined with the value of

a statutory annual bonus, represented a reasonable proxy for prevailing wages,
both in 2001 and in 2011.

This is because, although garment workers can earn bonuses above the minimum
wages if they meet production quotas set by their factories’ management, such
quotas are not attainable by most workers unless they work additional hours that
are not otherwise compensated.” Our calculations of prevailing wages, for reasons
previously explained, also did not include the value of forms of in-kind assistance
provided by some export-garment factories, including subsidized meals and trans-

portation to and from the workplace.”®

El Salvador uses the U.S. dollar as its regular currency, and its minimum wage

is denominated on a daily basis, although workers are required to be paid for a
seven-day week, which includes a rest day on Sunday.”* Minimum wages are estab-
lished for particular economic sectors, although these classifications have been
revised over time. In 2001 garment workers were required to be paid the daily
minimum wage for “commercial, industrial, construction and service employees,”
which was US$4.80 per day.”®

In 2003, however, the government established a separate minimum wage for
workers in the “textile, maquila and garment” sector, and throughout the 2000s
increased this wage more slowly than it did the rates for other industries.” In 2011

the daily minimum wage for workers in the export-apparel industry was US$6.25.”
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By law, Salvadoran employers also must pay workers a bonus by December 12

of each year, in an amount that ranges from 10 to 18 days’ salary, depending on
the worker’s seniority.” For the purposes of this report, it was assumed that the
annual value of this bonus was 15 days’ wages, the amount stipulated by law to be
paid to workers with more than 3 but less than 10 years of seniority.”” The WRC
included the prorated monthly value of this bonus in our calculations of prevail-

ing straight-time wages.

In addition to paid time off for vacation, in the amount of 15 days per year, workers
with more than one year of seniority also receive, under statute, a “vacation bonus”
of 30 percent of their regular pay for this period.'® The prorated monthly value of

this bonus was also included in our calculation of the prevailing straight-time wage.

Combining the monthly values of the then-minimum wage, the annual bonus and
the vacation bonus yield figures of US$162 per month in 2001 and US$210.93 per
month in 2011 as prevailing straight-time wages for workers in El Salvador’s export-
apparel sector. When the prevailing wage figure for 2011 was deflated for the aggre-
gate price inflation experienced by Salvadoran consumers during the intervening
period, which was 47.6 percent, its value in 2001 dollars was US$143.34, showing a

decline of a 11.52 percent from workers’ actual 2001 prevailing wages.

This decline in prevailing wage levels resulted in a somewhat more modest decline
in the share of a living wage that prevailing wages provided to workers. The pre-
vailing wage figure for 2011 provided 44 percent of a living wage in 2001 and 41
percent of a living wage in 2011.

Guatemala

During the 2000s, Guatemala retained a fairly consistent comparative standing
among leading apparel-export countries, having stood as the United States’ 13th-
largest supplier of apparel in 2001 and remaining as the 14th-largest exporter to
this country in 2011. At the same time, however, Guatemala’s share of the U.S.
apparel-import market contracted, falling from 2.67 percent in 2001 to a 1.7 per-
cent share 10 years later. According to the WRC’s calculations, during this time,
prevailing straight-time wages for workers in the country’s export sector fell by an

estimated 13.1 percent.
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In Guatemala, as in nearly all of the leading apparel-exporting countries we exam-
ined, unless they perform overtime, garment workers generally are paid only the
legal minimum wage and other compensation required by law. Sources interviewed
by the WRC stated that while factories offer bonuses for workers who reach certain
production quotas, these are typically set so that, to do so, employees must work an

additional one to two hours per day without additional compensation.'”!

Until 2009 Guatemala classified workers in two categories for purposes of deter-
mining the applicable minimum wage: agricultural workers and nonagricultural
workers, with the latter group including garment workers. The minimum wage for

nonagricultural workers in 2001 was 32.82 quetzals per day.'”

In 2009 a separate minimum wage was established for workers in the maquila-
dora sector, at a level lower than the minimum wage for other workers. In 2011
this minimum wage, which applied to all workers in the export-apparel industry,

was 59.45 quetzals per day.'®

Guatemalan law required that workers be paid for a seven-day week, including
one paid rest day.'”* Beginning in 2001, employers were also required to provide
workers with additional compensation of 250 quetzals per month on top of the

minimum wage.'®

Workers are also mandated to receive two other annual bonuses, each of which is
equivalent to one’s month’s straight-time pay. The first, a year-end bonus known
as the “aguinaldo” or “13th month,” is paid in the first half of December.'* The
second, a midyear bonus commonly termed the “14th month,” is paid in the first
part of July.'”” Both of these bonuses were included in our calculations of prevail-
ing wages in both 2001 and 2011 at their prorated monthly value to an employee

earning the minimum wage.

Some garment factories reportedly provide additional benefits to employ-

ees in the form of subsidized transportation to and from work.'”® Moreover,
Guatemalan law requires employers to contribute to funds for recreational
activities and training for their workers.'” As both forms of benefit are provided
in-kind, however, for reasons explained previously, they were not included in our

calculations of prevailing wages.
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By adding together the forms of monetary compensation that employees receive
for straight-time work—the applicable minimum wage, the monthly supplement,
and the prorated values of the year-end and midyear bonuses—the WRC arrived
at figures for prevailing monthly wages for Guatemalan garment workers in 2001
(1,414.66 quetzals) and 2011 (2,359.65 quetzals). With regard to the latter figure,
the WRC deflated this wage rate by the total amount of consumer price inflation
in Guatemala between 2001 and 2011, 91.83 percent, to reach 1,230.10 as the
value of the 2011 prevailing wage in 2001 currency.

From these figures, the WRC determined that prevailing straight-time wages for
Guatemalan garment workers fell by 13.05 percent between 2001 and 2011. The
share of a living wage that the prevailing wage provided fell as well, from 57 per-

centin 2001 to 51 percent in 2011.

Peru

Although Peru accounts for less than 1 percent of apparel exports to the United
States, over the past 10 years, it has gained market share during this time as a sup-
plier of garments to this country. By 2011 Peru stood as the 19th-largest apparel
exporter to the United States, having ranked 38th among countries sending gar-
ments here in 2001. During this period, prevailing wages for Peruvian garment

workers has risen in real terms, albeit quite modestly, as well.

Peruvian labor law mandates payment to workers of several forms of additional
compensation above the country’s base minimum wage, including certain benefits
specifically applicable to garment factories. Moreover, most production workers
in these factories are reportedly paid, at least in part, according to piece rates or
production quotas. Nevertheless, sources consulted by the WRC indicated that
most garment workers, in actuality, earn straight-time wages that do not exceed

the legal minimum wage.

The minimum wage for private-sector workers was 450 soles per month in

2001 and 675 soles per month in 2011."° Local sources consulted by the WRC
indicated that export-garment factories typically offer workers various forms of
performance-based compensation—typically in the form of payment according to

piece rates or bonuses for meeting production quotas.'"'
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They also noted, however, that in the majority of cases, workers employed under
these arrangements can earn more than the minimum wage only by working
additional hours beyond the regular workday for which workers are not otherwise
paid."> As explained elsewhere in this report, such compensation is more akin to
overtime pay than a wage premium for straight-time work and, therefore, was not

included in our calculation of prevailing wages.

In addition, Peruvian law establishes a number of fringe benefits that employers
are supposed to provide to workers, in addition to the minimum wage, as com-
pensation for regular working hours. These include a statutory 10 percent wage
premium for workers in the textile industry'*—which includes garment manu-
facturing—and additional bonuses for employees with perfect attendance and
employees with school-age children.'"'* According to the sources we consulted,
however, only unionized garment factories, which make up a minority of overall

employment in the export sector, actually pay these benefits.'"®

Two forms of additional statutory compensation that reportedly are paid for
straight-time work—a year-end bonus and a bonus for patron saint days—each
provide workers with an additional 15 days’ pay."'¢ By adding the prorated
monthly value of these bonuses to the monthly minimum wage, the WRC calcu-
lated prevailing straight-time wages in the Peruvian export-garment sector to be
487.50 soles per month in 2001 and 731.25 soles per month in 2011. By adjusting
the 2011 prevailing wage for aggregate consumer price inflation during the inter-

vening years—28.1 percent—we arrived at a figure of 570.94 soles per month.

This represented a 17.2 percent increase in prevailing wages in real terms
between 2001 and 2011. This increase, however, only modestly helped close

the gap between prevailing wages and living wages. Prevailing wages, which had
provided an estimated 42 percent of a living wage in 2001, still only provided 49
percent of a living wage in 2011. Assuming continued convergence at the same
rate, it would take the Peruvian garment industry another 45 years to provide its

workers with a living wage.
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Dominican Republic

In 2000 the Dominican Republic was the United States’ fourth-leading source
of imported apparel, following Mexico, China, and Hong Kong. By 2011 the
Dominican Republic had fallen to 21st place among countries exporting apparel
to the United States, with less than 1 percent of the overall market.

The impact of this decline on Dominican apparel workers has been severe. During
2006 and 2007 alone, following the phase-out of the Multi-Fiber Arrangement,
the country lost an estimated 50,000 garment-manufacturing jobs.'”” The WRC’s
research shows, not surprisingly, that during the past decade, wages for Dominican

garment workers fell significantly in real terms as well.

The WRC found that in the Dominican Republic, as in other countries included
in this study, the value of the legal minimum wage, plus a statutory annual bonus,
represented a reasonable proxy for prevailing straight-time wages for garment
workers. As explained below, according to our calculations, the buying power of
these wages fell by nearly 24 percent between 2001 and 2011.

Most export-apparel production in the Dominican Republic occurs in free trade
zones, which are subject to a separate minimum-wage rate. In 2001 the minimum
wage in most free trade zones was 2,490 pesos per month, though some free trade
zones in more economically depressed areas of the country had a lower minimum
wage of 1,690 pesos per month."® In October 2011 the minimum wage for work-

ers in most free trade zones was increased to 5,940 pesos per month.'"

According to local sources, in both 2001 and 2011, Dominican garment workers
could, and often did, earn bonuses for exceeding production quotas, which could
raise wages substantially above the legal minimum.'*° Reaching such quotas, how-
ever, required workers to perform overtime and, very often, work up to seven days
per week. For this reason, as explained elsewhere, the WRC treated such bonuses
as a form of overtime compensation, and therefore did not include them in its

calculations of prevailing straight-time wages.

Garment workers in the Dominican Republic also, by law, receive an annual
bonus, which is equal to 1/12th of their pay for the preceding 12 months,
including overtime.'*' For the purposes of this study, the WRC included in its
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calculation the value of this bonus in the amount attributable to straight-time
work—1/12th of the worker’s annual straight-time pay. From this figure, the
WRC then derived the prorated monthly value of this bonus—1/12th of the

amount of the bonus itself.

From the sum of the prorated monthly value of this bonus plus the monthly mini-
mum wage for free trade zone workers, we derived figures for prevailing monthly
straight-time wages for workers in the Dominican Republic’s export-garment sec-
tor in 2001 (2,698 pesos) and 2011 (6,435 pesos). Correcting for inflation during
the intervening decade, which totaled 112.77 percent, yields a figure for the 2011
wage, in 2001 currency, of 2,057.45 pesos, revealing that prevailing straight-time
wages fell in real terms by 23.74 percent.

Government wage data from the second half of the 2000s, which takes into
account overtime and production bonuses, suggests, however, that Dominican
apparel workers suffered an even greater decline in total wages than the fall in the
value of the minimum wage alone indicates. In 2010, the most recent year for
which such statistics are available, the average monthly wage (including over-

time and bonuses) for machine operators in the country’s free trade zones—the
plurality of whom (roughly 40 percent) are employed in apparel production—was
7,925 pesos per month.'”” The legal minimum wage at that time was 5,400 pesos

per month'*—a 1.47-to-1 ratio of average wages to the legal minimum wage.

While data on average wages in 2001 were not available, statistics for 2005 showed
average wages of 6,349.20 pesos per month, while the minimum wage that year
stood at 3,561 pesos per month'**—a 1.78-to-1 ratio of average wages to the mini-
mum wage. Between 2005 and 2010, therefore, the ratio of average wages to the
minimum wage fell at a faster rate (3.5 percent per year) than the minimum wage
did over the decade as a whole (2.9 percent). In other words, following the phase-
out of the MFA, Dominican garment workers lost the ability to supplement their
straight-time wages with overtime or production-based compensation even more

quickly than they lost buying power with respect to their regular wages.

Not surprisingly, the gap between prevailing straight-time wages and a living wage
also widened measurably. Dominican workers earned prevailing wages that pro-
vided 40 percent of the WRC’s estimated living wage in 2001, but only 30 percent
of the living wage in 2011.
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Haiti

Between 2001 and 2011 Haiti lost ground among leading countries exporting
apparel to the United States, falling from this country’s 13th-largest supplier of
garments to its 20th-largest supplier. At the same time, Haiti’s overall share of U.S.
apparel imports fell from 2.84 percent of the market to just less than 1 percent.
Nevertheless, we estimate that over the same period, wages for Haitian garment

workers rose in real terms by nearly 50 percent.

In 2001 earnings for most Haitian garment workers reportedly did not exceed the
legal minimum wage, then set at 36 gourdes per day."** By 2011, however, Haiti had
adopted a multitiered minimum-wage structure. For workers who earned a daily
wage, legal minimum pay for the garment industry was 150 gourdes,'* a figure
lower than the daily minimum-wage rate in other sectors, which was 200 gourdes.'*”
Garment workers who were paid according to piece rates—a group that, because
it typically includes sewing-machine operators, comprises the majority of employ-
ees—were required to be paid at a per-garment rate that would permit them to
earn no less than 250 gourdes in a regular working day, exclusive of overtime. Yet
monitoring of factories’ actual wage practices in 2011 found that more than 90
percent of factories failed to set their piece rates at levels that permitted more than
a small minority of workers to earn the 250-gourde minimum wage. At the same
time, available reports indicated that factories were paying most employees more

than the 150-gourde minimum for non-piece-rate work.

Although it appears clear that most Haitian garment workers in 2011 earned a
wage between 150 and 250 gourdes per day, there is limited evidence as to where
workers’ pay fell, on average, within this range. A report by a Haitian NGO, which
was based on interviews with only eight workers, cited 236 gourdes per day as an
average salary."”® The ILO’s Haiti Better Work program, while conducting more
extensive monitoring of individual factories, only published wage information in
its 2011 reporting for one specific manufacturer—who, it reported, was paying

workers a daily wage of 173.60 gourdes.'”

In light of the available evidence, the WRC determined that 200 gourdes per day
represented a reasonable estimate of average wages for workers in the Haitian
export-garment sector in 2011. The only additional monetary compensation that
garment-factory employees receive for straight-time work is a statutory annual
bonus equal to 1/12th of their pay for the previous year."** To account for the
amount of this bonus that is attributable to employees’ straight-time hours, the
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WRC included the prorated monthly value of a bonus calculated based on a daily
wage rate of 36 gourdes in 2001 and 200 gourdes in 2011. The value of the 2011
wage in U.S. dollars, at 2011 exchange rates, was $139 per month.

Based on these calculations, the WRC determined that the prevailing straight-time
wage rate for Haitian garment workers was 1,014 gourdes per month in 2001 and
5,633 gourdes per month in 2011. Deflating the 2011 wage figure for inflation over
the intervening period, which totaled 274 percent, yielded a value for the 2011
wage of 2,057 gourdes in 2001 currency. In real terms, then, prevailing straight-time

wages for workers in Haiti’s export-garment sector increased by 48.22 percent.

This increase in real wage levels helped Haitian garment workers make a degree
of progress in closing the gap between prevailing wages and living wages. In 2001
prevailing wages for Haitian garment workers provided only 14 percent of a living
wage, the second-largest such gap, according to the WRC’s estimates, among any
of the countries included in this study. By 2011 prevailing wages represented 24
percent of a living wage, still a lower percentage than we found in any other coun-

try we examined in the Americas.

Thailand

Although garment workers in Thailand during the 2000s continued to enjoy
higher wage levels than their counterparts in other leading apparel-exporting
countries in Asia, its garment industry made significant gains in its share of U.S.
apparel imports. In 2001 the value of Thai apparel exports to the United States
stood at less than 1 percent of total apparel imports to this country, leaving
Thailand in 25th place among garment-exporting nations. By 2011, however,
Thailand’s market share had more than doubled to 1.56 percent, making the coun-
try now the 14th-largest apparel exporter to the United States.

These gains, however, are not reflected in the wages of Thailand’s garment workers.
The WRC found that over the same time period, prevailing straight-time wages for

Thai garment workers fell in real terms by roughly 6.5 percent.

The WRC determined that in Thailand, unlike in most other countries included
in this study, workers typically were able to earn a premium above the legal
minimum wage, in the form of bonuses for individual employees’ production

levels and seniority, as part of their regular straight-time pay. For this reason, the
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monthly value of the seniority bonus and the portion of production bonuses
attributable to non-overtime work hours were included in our calculation of
prevailing wages. Some other benefits, such as free rice at meal times and work
uniforms are widely provided by Thai factory employers, but because they are
received in-kind, for reasons explained elsewhere in this study, they were not

included in our figures for prevailing wages.

Minimum wages are set in Thailand at the provincial level."*' Although since

the late 1990s, a significant amount of apparel production has occurred in the
country’s northeast, around Chiang Mai,"* the majority of the country’s garment
manufacturing continues to be concentrated in the capital, Bangkok, and its sur-
rounding provinces, Samut Prakan, Nakhon Pathom, and Samut Sakhon, all of
which have the same minimum wage."** In 2011 the legal daily minimum wage in
the capital area was 168 Thai baht, and in 2011 it was 215 baht.'**

The limited data available from the period around 2001 suggest that base wages

in the garment sector typically did not exceed the legal minimum. For example, a
1998 study by the government’s “Office of Wage Committee” found that in 1998
the nationwide daily average wage for workers in the textile and garment sector
was 157.03 baht, only slightly lower than the then-current legal minimum wage of
162 baht." Interviews with Thai labor experts indicate that the general indus-

try practice of setting base wages at or very near the legal minimum continued
through the 2000s."*

Experts interviewed by the WRC also indicated that in both 2001 and 2011,
workers typically earned production bonuses in addition to their base wages."*” As
most interviewees estimated the total monthly value of these bonuses as ranging
from 1,000 to 2,000 baht,"** we assumed, for the purposes of this study, an average
value at the middle of this range of 1,500 baht.

Interviewees indicated that unlike workers” base wages, which have risen along
with the minimum wage, the nominal value of production bonuses has remained
stable over the past decade.'** For this reason, we used 1,500 baht as the average
total monthly value of the production bonus in both 2001 and 2011.

As has been previously discussed, in the case of most other countries included
in this study, we did not include such bonuses in our calculations of prevailing

straight-time wages, on the grounds that they typically could be earned only by per-
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forming additional work that went otherwise uncompensated. Experts interviewed
by the WRC indicated that, while Thai garment workers generally did have to
perform such additional work in order to earn production bonuses at the top of the
reported range (2,000 baht per month), a significant portion of the average bonus
could be earned through work performed during regular straight-time hours.'*’

Thai garment workers, like their counterparts in other major apparel-exporting
countries, however, typically perform a considerable amount of overtime work,
which, by law, must be compensated at a premium rate. To estimate the por-
tion of the production bonus attributable to straight-time hours, we deducted
from the amount of the total bonus a portion that was treated as earned through
overtime work. Using this methodology, we arrived at a monthly value for the
production bonus, as a component of straight-time wages, of 1,099 baht in 2001
and 976 baht in 2011.

To this amount, we also added, as an element of straight-time wages, the monthly
value of the attendance bonus paid by most Thai garment factories, whose average
value is reportedly equivalent to one to three days’ base wages per month.'*! For
the purposes of our calculations of prevailing wages, we assigned this bonus a
midrange monthly value of two days’ base wages, which amounted to 330 baht in
2001 and 430 baht in 2011.

Finally, we also included in our prevailing wage figure a seniority bonus that
workers typically receive on an annual basis in an amount determined by a “letter
grade” they receive from their employers, and whose median value is reportedly
3 baht per day.'* Because when the legal minimum wage is increased, nearly the
entire increment workers have received above it on account of their seniority
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reportedly is subsumed into their new wage rate,'* we estimated the average value

of the seniority bonus as only 1 baht per day.

For reasons previously explained, however, we did not include in our calcula-
tions two additional forms of compensation that, while quite prevalent in the Thai
apparel industry, are most often provided in-kind. First, we did not include the
value of work uniforms, which Thai garment factories typically provide to employ-
ees free of charge, on an annual basis.'** Second, we did not make any allowance

in our wage calculations for the value of a free portion of rice, a benefit which Thai

garment-factory employers customarily provide to their workers on a daily basis.'**
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By adding together the four forms of wage compensation discussed—the base
wage and the production, attendance, and seniority bonuses—the WRC arrived at
figures of 5,748.50 and 7,026 for prevailing straight-time wages for 2001 and 2011,
respectively. When deflated to account for the 31.6 percent aggregate increase in
consumer price, however, the wage figure for 2011, 7,026 baht, represents only
5,378 baht in 2001 currency.

Therefore, when adjusted for inflation, prevailing straight-time wages for Thai
garment workers fell nearly 6.5% between 2001 and 2011. This caused the gap
between prevailing wages and living wage to increase slightly: Prevailing wages
which, in 2001, provided 47% of a living wage in 2001, provided only 43% of a
living wage in 2011.

Philippines

In 2011 the Philippines was the 15th-largest exporter of apparel to the United
States, accounting for slightly more than 1.5 percent of U.S. apparel imports. This
was less than half of the country’s share of the U.S. import-apparel market in 2000,
when the Philippines stood as the United States’ 10th-largest source of imported
garments, with a market share of 3.3 percent. During this time, wages for Filipino
garment workers fell as well, declining by 6.4 percent over the period between
2001 and 2011.

Unlike in most other countries included in this report, published studies are avail-
able that provide data for average straight-time wages for Filipino garment workers
in both 2001 and 2011. Consistent with our findings in these countries, however,
these studies indicate that actual prevailing wages for Filipino garment workers

during this period did not significantly exceed the legal minimum wage.

Data published by the ILO indicate that in 2001, Filipino garment workers earned
an average daily wage, exclusive of overtime compensation, of 190.9 pesos,'*
corresponding to a monthly straight-time wage of 4,979 pesos.'*’ This figure is
significantly less than the then-current legal minimum wage in the country’s major
export-garment-manufacturing centers. For example, in the metro-Manila munici-
pality of Rosario, home to the Cavite Industrial Zone, the legal minimum wage

in 2001 was 237 pesos per day, or 6,182 pesos per month."** In Cebu Province,
another leading center for export processing zones, the monthly minimum wage
was 5,217 pesos in 2001.'%
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While the ILO has not published similar data for 2011, a roughly comparable
study by the Philippine government’s Bureau of Labor and Employment Statistics,
the Occupational Wages Survey, reported that the average monthly wage for gar-
ment workers in August 2011 was 7,668 pesos. ** This figure was also lower than
the prevailing legal minimum wage in major garment-producing centers, which in

2011 was 8,790 pesos per month in Rosario, and 7,955 pesos per month in Cebu.

Wages reported in the 2011 Occupational Wages Survey, however, may tend to
skew higher and more closely reflect conditions in the export sector than those
reported by the ILO for 2001, since the former study covered only workplaces
with more than 50 employees,">' while the ILO’s statistics reportedly reflect aver-
age wages in the industry as a whole. Nevertheless, both sources are consistent in
showing average earnings for garment workers that are below the then-applicable

legal minimum wage in leading centers of apparel production.'s

A comparison of the average wage figures from the ILO for 2001 and the Bureau
of Labor and Employment Statistics for 2011 indicates that in nominal terms,
monthly wages grew during this period by 54 percent, from 4,979 pesos to 7,668
pesos. However, when adjusted for aggregate consumer price inflation over the
same period, which was nearly 64.5 percent, the value of the average garment

worker’s wage in 2011 was only 4,662.19 in 2001 pesos.

In real terms, then, average wages for Filipino garment workers fell during this
period by nearly 6.5 percent, from 4,979 pesos to 4,662 pesos. The gap between
average wages and what the WRC estimates to be a living wage for garment work-
ers in the Philippines remained steady: In both 2001 and 2011, average wages
provided 32 percent of a living wage.
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