





3. The Asia Floor Wage proposal

them and labour rights advocates.
As Peter Utting of UNRISD
(the United Nations Research Insti-

tute for Social Development) puts it:

“(P)erhaps the weakest
aspect of both CSR [Cor-
porate Social Responsibil-
ity] discourse and practice
relates to redistribution”.

Most global buyers reject calls for
a ‘living wage’ standard and insist
instead that wages set at the legal
minimum wage level are accept-
able. Most company codes commit
to paying either the minimum wage
or the prevailing industry wage,

not a living wage. A standard
formulation goes like this:

Employers shall pay employees,
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as a floor, at least the minimum
wage required by local law or the
prevailing industry wage, whichever
is higher, and shall provide legally
mandated benefits.

This is simply not good enough.
Legal minimum wages typically
fail in their objective of protecting
workers and their dependents in
low-pay occupations (see chapter
1). The same counts for prevailing
wages which, in the garment
industry, can be higher than the
legal minimum level but typically
still fall short of a living wage.
Such standards in company codes
are basically saying that suppli-
ers should abide by the local law

- which they should anyway — but
they fail to recognise that minimum
wages still leave workers and their
families in poverty.

Factory in the Philippines. © Clean Clothes Campaign.

A much smaller group of global
buyers has subscribed to a living
wage standard. Most are compa-
nies that have joined a multi-stake-
holder initiative. For example, the
members of the UK-based Ethical
Trading Initiative (ETI), which in-
clude Tesco, Asda, Gap, and Marks
and Spencer, have signed up to the
following in the ETI Base Code:
“Wages and benefits paid for a
standard working week meet, at a
minimum, national legal standards
or industry benchmark standards,
whichever is higher. In any event
wages should always be enough to
meet basic needs and to provide
some discretionary income.”



3. The Asia Floor Wage proposal

While adopting a living wage
provision is an important first step,
progress in terms of actually
implementing a living wage in
supplier factories lags well behind
the rhetoric. A comprehensive
study commissioned by the ETI
on whether workers were actually
benefiting from codes of conduct
looked at the impact of eleven

ETI companies, and arrived at a
sobering conclusion:

“In general codes had had
almost no impact in terms
of ensuring workers receive
a living wage, although at
nine of the 25 sites they
had encouraged payment
of at least the national
minimum wage for certain
workers.” 2

“What is clear is that codes
have not led to a substan-
tial increase in income,
especially in terms of guar-
anteeing a living wage.”
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Almost two decades of debate on
living wage standards in codes of
conduct have had little practical
result. In the absence of a yard-
stick for a living wage, most global
buyers have taken legal minimum
wages as the only benchmark for
monitoring pay levels at their
suppliers. Some global buyers have
argued that wages should be set
by local market forces or by collec-
tive bargaining. As we have seen
both methods are failing precisely
because of the threat of relocation,
unstable buyer-supplier relations,
and the many barriers that
workers face when they seek to
organise. This is precisely why

the AFW Alliance is proposing a
process of regional bargaining to
complement local strategies to
gain wage increases.

Others say that a living wage is
difficult to define and calculate.
As we show in the next chapter,
the AFW has developed a clear
definition and methodology that
operationalises a minimum living
wage demand.

Box 11
VLl il il il dd sl dddidddssddsdd
Shamima Nasrin, President of the Bangladeshi Shadhin Bangla Garments
Sramik-Karamchari Federation (SBGSKF) states:

“The AFW campaign will pressure global
brands and retailers to pay a fair price for
the product and ensure that the workers’
right to trade unions is respected, which
most codes of conduct recognize as an
important right anyway”

V4Ll il dddddddiliidddddddssssidd
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Conclusion

A common wage demand prevents
divide-and-rule strategies from

the side of business. It requires

a collaborative approach from
manufacturers, global buyers, and
governments that would allow a
wage increase across Asia without
the danger of driving producers out
of business. While collective bar-
gaining would be the best route to
establish a decent wage level, the
nature of the global supply chain is
a barrier to both organising and
effective negotiation. This indicates
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a growing need to construct an
additional approach towards
achieving a living wage.

The proposal for an AFW defines
and calculates a living wage for a
range of Asian countries. It also
puts workers and their organisa-
tions in the vanguard of a global
movement to demand better wages
and working conditions. An Asia
Floor Wage will raise the wages

of workers at the bottom, but also
increase workers’ bargaining

Worker ironing fabric in large factory in India,
August 2008. © Clean Clothes Campaign.

power throughout the chain,
allowing them to exercise that
power and raise wage levels.

It will reduce the power of
retailers to pit workers against
one another across countries.
And the campaigns required to
establish the AFW will stimulate
workers to strengthen cross-
border alliances against common
employers, such as large retailers
like Wal-Mart that employ tens of
thousands of workers around

the world.



The Asia Floor
Wage In Six Steps

For those who can afford it: evening tuition on the terrace, India, 2009. © Ankur Ahuja / Clean Clothes Campaign.




4. The Asia Floor Wage in Six Steps

In the previous chapter, we For 2009, the Asia Floor Wage
argued that an Asia Floor Wage Campaign agreed a PPP of 475$.
would be both ethically and So far we have not discussed how
economically the right course of we arrived at such a wage figure,
action. Also by proposing and what definition and methodology
campaigning for a minimum lie beneath it, how we have

living wage, expressed as a calculated it at both a country level

common sum in purchasing pow- and on an international level.
er parity (PPP), for garment work-

ers across the Asian garment In this chapter, we outline step-
producing countries, we address by-step how the Asia Floor Wage
the issue of capital relocation. (AFW) is formulated:

Step 1 disecusses how the AFW is defined

Step 2 shows how to calculate the AFW in local currencies

Step 3 shows how to compare these calculations across countries
Step 4 discusses how to decide on a level for the AFW

Step 5 shows how to convert the AFW back into local currencies
Step 6 briefly discusses the strategy for the AFW campaign
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Define a formula for
Step o the Asia Floor Wage

The first step is to develop and adopt a definition of an Asian Floor FOOd G OStS

Wage (AFW) based on a concept of a ‘living wage’ (LW). Like any other

LW definition, this requires addressing the following questions: Food items to include in a ‘food
basket’ of course vary according to

> How to define ‘basic needs’ the usual diet of each community.

> The number of dependents to be covered, and Common items in Asia include rice,

wheat, pulses, meat, fish, milk,
vegetables, water and fruit.

How to define ‘baSic needS’? What all food items have in com-

mon is that they can be measured
in calories. This means that differ-

> The length of the working day/week involved.

What amount of food, non-food items, and discretionary income ent food baskets can be represent-
is ‘adequate’? The AFW distinguishes between food costs (FC) and ed by their calorific content (e.g. a
non-food costs (NFC). meal of 700 calories).

So, instead of defining the various
types and quantities of food items
that are to comprise the food
basket, the AFW Alliance proposes
a basket of items representing a
particular nutritional threshold — and
one that is based on a ‘normal’
working class diet, i.e. food items
bought in street markets or local

Workers at a local food store, Delhi, India, 2009.
© Ankur Ahuja / Clean Clothes Campaign. shops and prepared at home.
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Some garment producing countries
do already use nutritional thresh-
olds to define their legal minimum
wages:

Bangladesh has set its standard
i}éﬁﬁlﬁdﬁﬁaﬁtﬁi 700 calories, even
though this is insufficient to pro-
duce the human energy needed
for the hard work carried out in
garment production. Indonesia
has set — with the support of the
ILO - the highest standard at

3000 calories.

The AFW Alliance has agreed to a
figure of 3000 calories for the level
of basic food required on a daily
basis.” Adopting such a nutritional
threshold means that local groups
can then define how their own
basket is filled. It is a variable food
basket that takes into account dif-
ferences in local food habits.

This enables us to sidestep an
important difficulty associated with
other Living Wage calculations -
how to agree on the specific items
and quantities to go in the food
basket needed for a living wage.
At the same time, this nutritional
threshold can be standardised
across countries, and this is impor-
tant for reaching a common Asian
Floor Wage figure.
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Non-Food Costs

Besides food items, a living wage
should also cover important
non-food items such as housing,
clothing, healthcare including
maternity care, childcare,
education, fuel, transportation,
savings, and so on.

Like the food-basket, the bundle
of non-food commaodities varies
across space and time. How much
of the wage is spent on clothing,
fuel and housing may differ
according to the climate, or to

the amount of non-wage subsidies
provided by the State — on fuel or
housing, for example. It also varies
according to the habits and culture
of the working class in each
location, for instance relating to
activities such as births, weddings,
and funerals. So it is difficult to
come up with a universal basket
of non-food goods and services to
cover the needs of garment work-
ers in different countries.

But here too, we find a commonal-
ity: how much a worker spends

on non-food items can actually

be estimated as a certain
percentage of how much is spent
on food items.

Garment workers from Indonesia,

spend a great deal — often around
half — of their income just on food
items.”

In India the Ministry for Labour &
Employment found that workers
spend at average 47.8 per cent of
their income on food items.

In Thailand, food consumption

is assumed to account for 60%
of total consumption at poverty

lines.”®

This means that non-food costs
can be estimated by multiplying
food costs by a non-food
“multiplier”. No price surveys
are needed to account for
expenditure on health, housing,
education, transport, savings,
and so on.

Instead, the food consumption
standard of 3000 calories can be
multiplied by a factor representing
the extent to which food is related
to overall living costs. In principle,
the ratio between the cost of food
and of other basic needs is 1:1.
This method is known as the
‘extrapolated food basket
approach’ (see Box 12).
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How many
dependents to
include?

Should the AFW be calculated for the needs of just one
worker or for his/her family too?

Living wage definitions normally include the notion that
wages should support more people than just the indi-
vidual worker. Minimum wage regulations, by contrast,
often do not. The AFW Campaign has decided that a
wage should cover three ‘consumption units’ - that is
two adults and two children. As a child consumes less
than an adult, each is calculated as half an (adult) con-
sumption unit. Thus, the ratio of earner to dependents
is set at 1:3.

The length of the
working day/week

How many hours does a worker have to work in

order to earn a living wage? This question is crucially
important for garment workers because the industry is
notorious for long working weeks of even 70-80 hours,
with devastating consequences for workers’ health
and family lives.
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Excessive overtime is done not only because of

pressure from employers. Workers often need to do it
because they cannot meet their families’ basic needs
out of the wages they get from regular hours of work.

This means that the struggle for a living wage cannot
be separated from the struggle to limit the length of
the working day. Therefore, the AFW must be earned
during each country’s legal maximum working week,
though not above 48 hours, in line with ILO standards.

Summary: Basis for
the Asia Floor Wage

> The cost of food is based on a standard
calorific intake - 3000 calories per (adult)
consumption unit.

> The ratio between the cost of food
and of other basic needs - such as
clothing, housing and utilities, healthcare
(including reproductive care), social
security, education, and savings - is 1:1.

> The wage should provide enough for a
standard family of 2 adults and 2 children
= 3 consumption units.

> The wage is earned during each
country’s legal maximum working week,
though not above 48 hours.
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Box 12

Vil ididdiddiddsdiidiidiidisdiddssiddisissdisddsdisdssdd

‘Extrapolated food
basket’ and national
level of development

Food cost forms the core of AFW formulation because
food costs in the Global South are significantly higher
than in the Global North, and working class families
tend to struggle most with this cost.

There is a well-established empirical relationship
between income and the proportion of expenditure on
food. This relationship is known as Engel’s Law (after
the Belgium economist Ernst Engel). This law states
that as people’s income rises, they spend relatively less
of the household’s budget on food. This phenomenon
is found within countries, where the working class

spends a relatively larger proportion of their income on
food compared to middle and upper classes. It is also
found on a cross-country basis, where poor coun-
tries spend relatively much more of their GNP on food
compared to wealthier countries. In the USA and many
European countries, the proportion spent on food is
around 20 per cent,”” while in many garment producing
countries it is well over 50 per cent.

Our method of calculating the AFW gives the various
national alliances some space for negotiation on non-
food items. As discussed in Step 1, the ratio of Food
Cost to Non-Food Costs within the Asia Floor Wage
formulation has been defined to be an average of 1:1

or 50% each. However, in order to account for different
development standards in different countries, a variable
of 10% (plus or minus) has also been agreed within the
Campaign. This means that different countries can then
define this ratio according to their own development
standards.

Vil ididdiddiddsdiidiidiidisdiddssiddisissdisddsdisdssdd
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Calculate the floor wage
Step 2. in local currencies :

Now that we have defined the vari-
ous components on which an AFW
should be based, we can use this
definition to calculate floor wage
levels for garment workers in dif-
ferent countries. This goes in four
steps:

1. Collect information on a daily
food basket of 3000 calories,
in each country. This should be
based on reasonable and aver-
age market costs. For example:
In Bangladesh, the women’s
rights organization Karmojibi
Nari took eleven main items that
workers consume daily. In May
2008, this basket cost an indi-

vidual worker 52.50 taka.

2. Multiply this by three ‘con-
sumption units’ (see Step 1).
In the Bangladeshi example, this
would be 52.50 x 3 = 1575 taka.

3. Multiply this by 30 days to
arrive at a monthly cost.
In the Bangladeshi example, this
would be 1575 x 30 = 4725 taka.

4. Finally, double it to cover
non-food costs.
In Bangladesh, this gives a floor

wage of 4725 x 2 = 9450 taka.
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Similar calculations in other Asian
garment producing countries give
the following national wage figures:

India: 7695 rupees

Now we can compare the differ-

ence between the legal minimum
wage and the floor wage in each
local currency (see Table 1).

Table 1. Legal minimum wages compared to AFW calculations
(2008, in local currencies)

Currency Legal minimum Minimum wage based
wage on the AFW definition
Bangladesh Taka 1662.50 9450
China Yuan 687 1158
India Rupee 4238 7695
Indonesia Rupiah 972604 2335200
Sri Lanka Rupee 6750 15000
Thailand Bath 4368 7566.75
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Worker at a food market in Delhi, India, 2009. Food market Indonesia, Jakarta, Indonesia, 2009.
© Ankur Ahuja / Clean Clothes Campaign. ©ITUC.

Time and place

Food prices are always related to a particular time and place. As most
people will have experienced, over time the price of food tends to go up.
It is therefore necessary to repeat this calculation annually to account for
inflation. Food prices can also vary significantly between different places
within a country at the same moment.

In Indonesia, a food basket of 3000 calories costs more in Jakarta than in

Central Java - both important garment producing regions.
Regional differences need not be a problem, however. An AFW can be as

easily calculated for different regions within a country as it can for different
countries.
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Step

Now we have defined the AFW, and
collected information on the cor-
responding wage levels in several
Asian countries. Since our aim is to
formulate an Asia Floor Wage de-
mand that will buy a similar basket
of goods and services across Asian
countries, we need to find a credi-
ble way to compare the results from
the different country surveys. It is,
after all, on the basis of this com-
parison that an Asia Floor Wage
can be formulated.

Since wage surveys take place in
local currencies, we need to ad-
dress two main problems:

Fluctuating
exchange rates

We can only compare the different
Asian wage levels by converting
them into another currency, such as
the Euro or the US dollar.

For example, the Bangladeshi floor
wage of 9450 taka converts into
108 Euros or 140.4 US$ (exchange
rate March 2009), while 7695 Indian
rupees could be converted into 117
Euros or 152.1 US$.

The problem is that, for various rea-
sons, the exchange rate between
currencies can strongly fluctuate in
a short period of time. This move-
ment in exchange rates could have
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Compare AFW figures

a distorting impact on our aim of
setting an Asia Floor Wage. Another
problem is that currencies can be
overvalued or undervalued. This
makes it difficult to use exchange
rates between countries as a way
of comparing wage levels.

Different price
levels

Between countries, the price levels
of goods and services vary. Each
currency has a unique purchasing
power. For example:

52 taka buys a Bangladeshi worker
a 3000 calorie meal on a street
market (see Step 2). But when you
convert this amount into Euros -
giving 59 cents — it is obvious that
this would fail to buy a 3000 calorie
meal in any European market.

Although the difference in price
levels between Asian countries is
generally much smaller, here too
the amount of commodities that
different currencies buy can vary
significantly.

Purchasing Power
Parity (PPP)

A meaningful comparison of the
national wage surveys must there-
fore take into account the different

e ACross countries

costs of living and, thus, equalise
the spending power of different
currencies.

A possible solution to these prob-
lems comes from the notion of
‘purchasing power parity’ (PPP).
This is defined as:

“the number of currency units
required to purchase the amount of
goods and services equivalent to
what can be bought with one unit
of the currency of the base country,
for example the US dollar.” ®

In other words, PPP can be used
to calculate how much money is
needed by a person outside the
USA to buy the same basket of
goods that a person in the USA
can buy.
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Table 2 shows that 1 US dollar has Table 3 also shows what happens

a similar buying power to 22.64 when we convert the national wage

taka or 3.45 yuan, for example. based on the AFW definition into
US dollars, and how much this
would be in PPP$. For example:

Table 2. PPP$ conversion factor

In India, US$160.98 buys a basket

Country PPP factor (2005) of goods worth US$524.2.
Bangladesh 22.64 It is on the basis of the second PPP
China 3.45 figure (the final column of Table 3)
India 14.67 that a common Asia Floor Wage is
Indonesia 3934 to be formulated.

Sri Lanka 35.17

Thailand 15.93

Table 3. Steps 2 and 3: Calculate and compare AFW wage levels between different countries

Step 2 calculate AFW in local currencies Step 3 Compare wage figures
Food basket for 3 consumption Food cost + Converted Food cost +
3000 calories units/ month non-food cost into US$* non-food cost
(one adult) (50% each) in PPP$
Bangladesh 1575 4725 9450 137.2 417.4
China 193 579 1158 169.6 584.7
Indonesia 389200 1167600 2335200 235.3 593.6
India 1282,50 3847,50 7695 158.7 524.2
Sri Lanka 2500 7500 15000 130.7 426.5
Thailand 1250 3750 7500 220.3 470.8

*Conversion rate at October 8, 2009.
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Step 4. oo

Now we have defined a floor wage
formula — one that is based on a
living wage concept — and calculat-
ed how much the monetary value is
in local currencies, plus discussed
ways to compare these values
between different Asian countries.

The next step is to establish a
common Asia wage figure, based
on PPP$, which can be used in
campaigning, lobbying and
negotiation.

We start with comparing the infor-
mation gathered in Step 3. If the
calculation takes place on the basis
of a living wage formula (see Step
1), one always ends up with a range
of national wage figures. Here we
found a range of monetary values
ranging from 417.4 PPP$ in Bang-

(see final column in Table 3).

This means that a single wage
figure necessarily falls within a
spectrum of ideal wage demands in
the different countries. There is no
magic spell with which to decide on
a figure from this range to take as
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the Asia Floor Wage. This can only
be decided through a political
process of deliberation, discussion
and consensus-building between
the different national alliances.

If the AFW Campaign decides on

a wage level at the lower end, for
example 425 PPP$, then organisa-
tions from a number of countries
may consider it too low to count as
a living wage. By contrast, opting
for an AFW at the higher end, for
example 575 PPP$, may mean that
some trade unions will consider it
too high to use in real negotiations
with employers or government
officials.

It is important to remember, how-
ever, that any wage figure within
this band does represent a major

step forward when compared to the

legal minimum or prevailing wages

in any of the participating countries.

AFW for 2009 = 475 PPP$

At the third international planning
meeting in Hong Kong, the AFW
Steering Committee decided to

set the Asia Floor Wage for 2009

at 475 PPP$. ¥ The participants
discussed this in depth, to reflect
their countries’ different economies
and politics, the debates already
held on the AFW proposal within
their countries, and wage survey
data collected from various Asian
countries.

This process of setting a common
pan-Asian wage demand needs to
be repeated annually in order to
adjust for inflation.
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Convert the AFW back
Step 5 o into local currencies

Step 5 is simple one: to convert
the common Asia wage figure of
475 PPP$ (for 2009) back into
national wage figures. For example
(see Table 4):

In ﬁg’r)gilgq?s’,h, the AFW of 475

PPP$ represents 10754 taka
(475 x 22.64)

In India, it represents a monetary

value of 6968.25 rupees
(475 x 14.67)

Now we have formulated both a
regional (Asian) and differentiated
(national) wage demands.

The local wage figure provides a
clear benchmark, one that is based
on the provision of a living wage

to workers. It can be used to
compare with minimum,

prevailing, negotiated and
best-practice wages,

as well as other possible ‘living
wage’ calculations.

For example, the proposed 475
PPPS$ is actually higher than recent
living wage proposals in Bangla-

In 2006, the Bangladeshi Institute
for Labour Studies calculated a
living wage of 4800 taka.

In Sri-Lanka, a survey in 2005
conducted by ALaRM found that
the minimum monthly salary of a
garment worker in the Free Trade
Zones should actually be 12,504
rupees to have a decent life.

The study found that a worker
outside the zone required a
salary of 10,183 rupees. Note
that an AFW of 475 PPP$ would
represent 16,705 rupees.

Table 4. AFW at 475 PPP$ converted into local currencies

Country AFW (2009) PPP$ AFW in
conversion local currencies
Bangladesh 475 PPP$ X 22.64 = 10754  taka
Cambodia 475 PPP$ x 1279 = 607525 riel
China 475 PPP$ x 345 = 1638.75 yuan
India 475 PPP$ x 14.67 = 6968,25 rupees
Indonesia 475 PPP$ x 3934 = 1868650 rupiah
Sri Lanka 475 PPP$ x 35.17 = 16705.75 rupees
Thailand 475 PPP$ x 15.93 = 7566.75 baht
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The Indonesian newspaper
“Investor Daily” of 26 December
2005 quoted a number of investiga-
tions according to which a living
wage should be raised to the level
of Rp. 1,400,000 million.

In India, labour rights organisations
in Bangalore estimated that a
minimum living wage for a family of

4.4 should be at least 4364 rupees.

The differences found can be used
in negotiations with local employers
and the governments, to reinforce
demands for a realistic minimum
wage. The discrepancy between
what is being paid to workers

and what actually is a living wage
can also be used in campaigns

to bring more pressure on global
brands and retailers about their
responsibility for decent wages.



4. The Asia Floor Wage in Six Steps

Box 13

Vil dddd il i ddddiddidiidddddddddddddsidsddddddddddddd

What about union rights, unhealthy working conditions, and women

workers who suffer the most. What is more, they are
other regions often producing for the same brands and retailers.
The concept of the Asia Floor Wage campaign is repli-
and industrie S‘? cable in these other regions. Workers there are encour-
° aged to put their heads together to define, propose,

and campaign for a regional floor wage based upon

Garment production is obviously not limited to Asian living wage standards.

countries. In many African, Central American, Middle

Eastern, and Eastern European countries, wages are Of course, the idea can also be endorsed by work-
appallingly low. Garment workers here face problems ers outside the garment industry. Together, this might,
similar to those of workers in Asia: wages that fail to eventually, help to build strategies for wage bargaining
meet basic needs, employers who disrespect trade at an industrial level on a global scale.

Vil dddd il i ddddiddidiidddddddddddddsidsddddddddddddd
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Step

Now we have a definition of a
living wage, a way of calculating it,
and a common wage demand for
main garment producing countries
in Asia. The sixth step is therefore
to develop a campaign that will
mobilise, lobby and negotiate

for the Asian Floor Wage to be
implemented.

Since the AFW is conceived within
a global industry, the campaign for
AFW must also be international, as
well as national and regional. This
requires building a transnational
movement that will use different
avenues and strategies to win the
demand.

The Asia Floor Wage can become
a reality for workers only if it is won
and then also implemented and
enforced. Implementation has to
involve different institutions and
agencies. However, enforcement
can ONLY be done effectively with
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Campaign for the AFW

union and workers representatives
as part of the process, Therefore,
the right to organise is central to
the ultimate success of the Asia
Floor Wage campaign.

The demand can be integrated into
on-going struggles to protect and
ensure labour rights at work. It can
support and enrich existing wage
struggles, and be used to pressure
governments to reform labour law
and official policies. Above all,

it can help to develop and strength-
en workers’ organisations, and
promote solidarity and cooperation
by workers and their organisations
within the entire industry, and
across national borders.

Involving consumers, human
rights activists, and students will
also be important, particularly to
exert pressure on brand-named
and retail corporations to start
paying the Asian Floor Wage.

o t0 be implemented

Alliance members in consumer
countries will apply such pressure
on major brands and retailers

to signh agreements committing
themselves to incorporate the Asia
Floor Wage formula into their price
negotiations with suppliers.

The AFW campaign is not the only
campaign for a living wage and
decent working conditions.
Combining forces with other living
wage campaigns and initiatives
will be important to win the AFW.
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Campaign Targets

Pressuring brands
and retailers

It is crucial that the entire industry
plays a role in raising labour stand-
ards across the board, in particular
the brands and retailers that play
such a dominant role in global
garment production chains.

Therefore, global brands and retail-
ers should come under pressure

to factor the AFW into their price
negotiations with manufacturers.
This is linked to the issue of fair
pricing by sourcing companies.
Since wages represent only a small
percentage of the retail price
—normally 0.5 - 1.5 per cent -

the AFW Alliance believes that the
supply chain has the capacity to
absorb such wage increases
without too much difficulty.

The AFW alliance will campaign
brands and retailers to sign a
wage agreement. Brands and
retailers will be asked to enter

into dialogue with local alliance
partners to discuss concrete steps
towards implementing the AFW.

The Alliance will also ask brands

and retailer to commit themselves
to buying from unionised factories.
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Pressuring Tierl
manufacturers

As we have seen (box 11), large
manufacturers, or Tier1 companies,
have emerged that often employ
thousands of workers and have
direct supply relations with major
brands and retailers, often playing
a key role to integrate the supply
chain on their behalf.

These companies have made large
investments not only in factories,
warehouses and dormitories,

but also in acquiring specific
knowledge on the recruitment of
labour, and in establishing relations
with local authorities.

Because of their close (direct)
relations with branded companies
and retailers, Tier 1 companies are
more vulnerable to pressure on
labour standards from those buyers
on labour standards, and this can
further aid the process of collec-
tivisation and union organisation in
these factories.

Alliance members in producer
countries will apply pressure on the
major ‘Tier1’ supplier companies to
ensure price increases are passed
on to workers in the form of

higher wages.

Lobbying
governments

Governments should ensure that
minimum wages are set at a level
that provides for a living wage, and
also regularly reviewed to account
for inflation. Governments have a
duty too to ensure that minimum
wage and other labour legislation is
implemented so that companies do
not cheat workers out of their legal
entitlements, which only contrib-
utes to the international race to the
bottom. Currently, however, many
governments deliberately continue
to keep wages low in order to
attract business, failing in their duty
to foster sustainable development.

The campaign will lobby govern-
ments to enact legislation that
gives AFW legal backing, and then
that any such legislation is actually
implemented.



4. The Asia Floor Wage in Six Steps

Step 1 ——Step 2 -Step 3

Define the AFW Calculate Floor Wage in Compare Floor Wages
local currencies across countries
AFW definition includes —»| Bangladesh p-| Taka 9450 »| Convert national »| PPP$ 417.4
four main items: AFW figures into
international
(a) Food bask_et, based 3| China »| Yuan 1158 > cu_rrency by _ »| PPPS$ 584.7
on 3000 calories; using Purchasing
Power Parity
(b) Cost of food basket, (PPP$).
approximately 50 per cent —» India | Rupee 7695 D> »-| PPP$ 524.2
of wages;
Purchasing Power
(c) Three consumption L »| Indonesia »| Rupiah 2335200 p-| Parity makes it »| PPP$593.6
units (which equals a possible to make
family of two adults and cross-country
two children); | ! Sri Lanka »| Rupee 15000 > comparisons. »| PPP$ 426.5
(d) Wages earned in a
standard working week of
no longer than 48 hours. —»| Thailand »-( Bath 75000 > »| PPP$470.8
Step 4 —»{ Bangladesh »| Taka 10754 >
Decide on an Asia Floor Wage | China > Yuan 1638,75 &=
for the region: 475 PPP$ (2009)
| —»| India »| Rupee 6968,25 >
p —» Indonesia | Rupiah 1868650 >
Convert the AFW
back lniio local —»| Sri Lanka | Rupee 16705,75 >
currencies
—» Thailand »-| Baht 7566,75 >
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Step 6

Global campaign for the AFW to be implemented!
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All garment workers in Asia need a wage
increase. But often, when workers struggle
to improve their wages and conditions in
one country, companies relocate to an-
other country, where wages and conditions
are lower. So workers are afraid to fight
for better wages, because they might lose
their jobs. The Asia Floor Wage Campaign
is a response to this problem. We propose
a floor wage for garment workers in Asia.
Together we have come up with a way of
establishing a floor on the race to the bot-
tom and preventing wage competition be-
tween Asian garment-exporting countries.

The first two chapters of this report dis-
cuss the causes behind poverty wages in
the garment industry, including the role

of the big garment brands and retailers in
orchestrating global production and trade.

{0, | stitching a |
L decent wage,
! across borders

The final two chapters outline how the
proposals from the AFW Alliance would
not only raise the wages of workers at the
bottom, but strengthen workers’ bargain-
ing power throughout the international
garment production chains of giant
retailers and brands and across borders,
thereby increasing all garment workers’
capacity to raise wage levels. The report
ends with detailed discussion on how to
define and calculate the Asia Floor Wage.

We hope you will add your voice and
energy to this campaign for decent wages
in the garment industry in Asia, as a
contribution towards combating poverty
and promoting sustainable development
everywhere.

Visit www.asiafloorwage.org to learn more.



