ETI NGO Caucus proposal for Implementing the Living Wage 

This paper aims to lay out an ETI strategy for companies to implement the ETI Base Code Living Wage previsions. It summarises the paper agreed by the ETI NGO Caucus in February 2007.

Background: Wages of many workers making goods for ETI companies are not sufficient to meet their families’ basic needs and fall below the expectations of consumers about what constitutes decent working conditions.  Implementing the Living Wage [LW] is a crucial test of the ability of voluntary initiatives like ETI to effect improvements in international supply chain working conditions. The challenges to companies wishing to implement the LW include: fears of rises in production costs (although it is increasingly understood that the low labour component of most product costs mean LW can be achieved without substantial rises in wholesale costs); non-compliant competition; and a lack of clarity about what NGOs and unions are asking them to do.
To date ETI member companies have treated payment of the Minimum Wage [MW] as compliance with the LW.  This position is not tenable because of the low level at which minimum wages are set in most developing countries (typically ¼ to ½ of what could be considered a LW) and rising consumer expectations and concern for the workers producing goods they may buy. The gap between actual wages in their supply chains and the LW is a reputational risk to companies.  Achieving progress towards the LW requires a step-change in code implementation by ETI companies as well as measures to create a level playing field within the ETI and more widely (e.g. through the JO-IN project).

NGO position: Past debates about the level at which the LW should be set have diverted the focus from actual wages in supply chains.  Progress depends on focusing on conditions at suppliers and the direction of change, not the ultimate targets, starting with monitoring actual wages against LW benchmarks (multiple benchmarks if needs be).  Unions in a growing number of countries have identified LW targets.  Measures are needed to ensure that implementation reaches informal workers, and does not drive ‘informalisation’ of employment.  A continuous improvement approach (whereby the different components of wages are progressively achieved) with two phases, is indicated:
	Phase 1
	· Retailers and Brands ensure as a compliance issue that minimum wage is paid to all workers (including informal workers) in the primary tiers of their supply chains.  

	
	· Retailers and Brands ensure as a compliance issue that all workers in their supply chains receive overtime payments and work-related welfare benefits – sick & maternity pay, pensions etc, including through voluntary schemes for informal workers. 

	Phase 2
	· ETI to institute company monitoring of wages against LW benchmarks (where available e.g. Sri Lanka garments and JO-IN pilots and elsewhere see below) from 2008.

	
	· The % of LW paid by suppliers is factored into the purchasing mechanisms of retailers, Brands and their suppliers which favour suppliers meeting (or moving towards) the LW.  

	
	· Unions seek wages above MW and towards LW through Collective Bargaining.

	
	· Retailers and Brands ensure that industry standard wages (set through CBA) are paid through compliance and/or ethical purchasing practices which reward better suppliers 

	
	· Retailers and Brands are tied in to suppliers with better wages (equal or closer to LW) through ethical purchasing practices.  Price rises are absorbed in part by Brands.


ETI member companies can also increase the sustainability of improvements in wages in their supply chains (e.g. reducing the gap between wages in their supply chains and those of unethical competitors) by supporting union/NGO advocacy for increases in the MW where this falls short of a LW.
Available Living Wage benchmarks.  Simple formulae exist to calculate the LW, based on the costs of feeding, clothing and housing a family.  Workers should be involved in discussions about an acceptable LW, and in many cases are ~ unions and labour rights organisations have identified a LW figure in many countries.  Differences exist in methodologies e.g. the number of dependents whose needs the LW should meet, and the standard of living aspired to.  ETI NGOs and unions are mapping existing Living Wage benchmarks to support LW monitoring, which could be introduced in a progressive manner as benchmarks are identified and ratified in producer countries.  An illustrative but not exhaustive list of Living Wage and Minimum Wages in a range of countries is appended.

Appendix - Available Living Wage benchmarks.  
· Brazil The Living Wage (Salário Mínimo Necessário) for November 2006 (it is updated monthly) was calculated by the inter-union research organisation, DIEESE, as R$1,620 per month while the statutory Minimum Wage stood at R$ 380. 

· India. The National Centre for Labour calculates a Living Wage (as defined in the country’s minimum wage legislation) as Rs. 215 per day at 2006 prices, updating figures produced by Centre for Indian Trade Unions (CITU) – Kamatka.  The minimum wage is defined at state level and ranges from Rs. 25/day in Nagaland to Rs. 134/day in Kerala 

· Sri Lanka.  The alliance of Trade Unions and NGOs, ALaRM, has produced a Living Wage estimate of Rs.12,504 per month within Free Trade Zones and Rs10,183 outside them.  There is no minimum wage in Sri Lanka but the Wages Board set a minimum of Rs.3,620 per month in March 2006 for the Garment sector. 

· Turkey.  The four main Turkish trade union organisations have produced estimates of the LW, which range from 3 to 5 times the MW (after deductions) of 380YTL per month.  These are being considered by the JO-IN project as LW benchmarks for eventual monitoring at garment factories in Turkey.

· Indonesia.  The Worker Rights Consortium
 estimates a Living wage for Indonesia of $229/month compared to the minimum wage of $82 (Jan 2006) and in El Salvador a Living Wage of $483/month, compared to the minimum wage of $163
.

· Bangladesh. The Minimum Wage for garment workers has recently been raised to 1622 Taka (£13) per month
, the first revision since 1994.  Bangladesh unions estimate a living wage as Tk 4,800 (£36/month) and had been seeking a minimum wage of Tk 3,000 (£22.70)
.  

� The Worker Rights Consortium (WRC) is a non-profit organization created by college and university administrations, students and labour rights experts which works to raise working conditions in apparel procurement by USA colleges 


� MWs are set for the Bangladesh garment sector for diverse skill categories, ranging from Tk1622 to over Tk5000





� http://www.dieese.org.br/rel/rac/salminjun07.xml


� http://www.indiatogether.org/2006/feb/hrt-minimum.htm#continue


� Sample Living Wage Estimates: Indoensia and El Salvador, Worker Rights Consortium (2005) - http://www.workersrights.org/LivingWageEstimates.pdf


� Bangladesh Wage Board announces new minimum wage.  Labour Behind the Label (October 2006) http://www.labourbehindthelabel.org/content/view/144/73/





File: C:\Documents and Settings\Peter\My Documents\ETI NGO Caucus\Living Wage\Living Wage 1-pager (4.7.07 draft).doc
File: C:\Documents and Settings\Peter\My Documents\ETI NGO Caucus\Living Wage\Living Wage 1-pager (4.7.07 draft).doc

