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Preface

The International Labour Organization (ILO) is dmebto advancing opportunities for women and
men to obtain decent and productive work. It pramotights at work and encourages decent
employment opportunities, enhanced social protectmd strengthened dialogue processes in
handling work-related issues. As countries in tlsaAPacific region navigate a sustainable recovery
from the global economic crisis, the ILO Decent Wdégenda and the Global Jobs Pact provide
critical policy frameworks for strengthening theufmlation for a more inclusive and sustainable
future.

The developing economies of Asia and the Pacifieehbecome the global leaders in apparel
production. The region accounts for US$601 billiorgarment, textile and footwear exports, and the
industry now employs more than 40 million Asian lexms. However, industrial tragedies in recent
years have again raised concerns about the wockingditions in Asia’s garment factories, the safety
of its workers and the quality of their jobs. Inathcontext, this paper presents a comprehensive
overview of developing Asia’s garment, textile dodtwear sectors. Based on official trade stasstic
and national labour force survey data, it analymsonal trends and cross-country estimates of
exports, employment, wages, working time and prodity for key garment-producing economies in
the region. The paper provides empirical evidemmrepblicies that would help the industry sustain
growth and find new drivers of competitiveness Hdase improved working conditions and higher
productivity.

This paper is part of thieO Asia-Pacific Working Paper Serieghich is designed to enhance our
understanding of decent work issues, stimulateudi&on and encourage knowledge sharing and
further research that will promote decent work giadand the Pacific.

Tomoko Nishimoto
Assistant Director-General and
Regional Director for Asia and the Pacific
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Absitract

This paper presents regional trends and nationam&®s of exports, employment, wages,
productivity and working time in the garment, téxtand footwear industries in developing Asia and
the Pacific based on official trade statistics aadional labour force survey data. It finds that th
region accounts for 60 per cent (US$601 billionglabal exports of garments, textiles and footwear.
The industry employs more than 40 million Asian keys. However, labour productivity and wages
remain low overall, and working time is often exses. Applying standard Mincerian wage
regressions, the paper presents empirical evidenceage premiums and gender pay gaps in the

industry, and discusses policy measures that cdm $gstain growth through new drivers of
competitiveness.
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1.Infroduction

Asia’s garment and textile industry has enteredivatal juncture. Economic and demographic
transition in China and the rise of an affluent samer class in emerging markets are shifting the
competitiveness landscape across the indd$tigwv opportunities and challenges are emerging for
the less developed economies of the region. Whétbier's apparel-producing countries successfully
attract international buyers and expand their expoarkets will depend on policy choices.
Historically, the industry has relied on low wagesl minimum standards in working conditions, but
low labour costs are not the only factor that dsigaurcing decisions. Global garment buyers are
increasingly prioritizing productivity and relialty of supply. They are also adverse to the
reputational risks of poor working conditions.

Recent developments in both Bangladesh and Cambetpdllustrate these dynamics. In April 2013,
the collapse of Rana Plaza caused 1,136 fatalitifse outskirts of Dhaka. The event prompted the
local and international communities to take immexection towards improved workplace safety for
Bangladesh’s more than 4 million garment workersuh the Bangladesh Accord. In Cambodia,
industrial protests for higher wages in early 28pdrked violence. In response, the country’s Labour
Advisory Committee — which makes recommendationsnimimum wage adjustments — is working
towards stronger minimum wage setting mechanisrtis avinual reviews based on tripartite dialogue
and statistical evidence.

These events have highlighted social responsibilityd legal compliance as fundamental
considerations in apparel sourcing decisions. Qoessi and multinational apparel brand executives
are demanding transformative change in the waynthastry operates. Asia’s apparel industry must
respond by developing a new model of competitiveribat is sustainable. This requires improving
wages and working conditions throughout the region.

This paper contends that fair wages, better workamnditions and continued productivity
enhancements are the only way to secure the ceutiguowth of Asia’s apparel industry. The
discussion opens with the global, regional andonati economic contexts for the apparel industry. It
then examines the factors that will heavily shdameredium-term outlook for its growth — including
demographic changes and China’s industrial upggadirand the resulting opportunities that will
emerge. Based on analysis of recent industry trehdspaper argues that promoting fair wages and
better working conditions can help countries drhagional competitiveness by attracting a more
gualified workforce and enhancing workplace protlitgt The paper concludes with considerations
for establishing and strengthening institutionst tten both help improve working conditions and
boost growth and competitiveness in the industry.

' Unless explicitly stated otherwise, the terms “gamis”, “garments and textiles”, “clothing” and “appl” are used
synonymously throughout this study to representcthrabined garment, textile and footwear industrly.iddustry figures

correspond to International Standard Industrial Sifiasition of All Economic Activities (ISIC) Rev. 3foups 17, 18 and
19) or ISIC-Rev. 4 (groups 13, 14 and 15), if ndiedootherwise.
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Asia as the garment and textile factory for the world

Asia has become the garment factory for the wdrid2014, the developing Asia—Pacific region
accounted for US$601.1 billion (59.5 per cent) labgl exports of garments, textiles and footwear
(figure 1, panel A). This marks an astounding fieen $178.3 billion (43.8 per cent) in 1995. Asian
economies encompass three of the world’s top farengnt exporters, and 10 of the top 20. Annual
compounded growth in apparel exports from the apirf Asia-Pacific region averaged 6.6 per cent
from 1995 to 2014, while the global average (excigdieveloping Asia and the Pacific) was only 3.1
per cent. The region’s long-term growth achievermere even more remarkable, given the sharp
deceleration in clothing exports immediately follog/ both the 1997-98 Asian financial crisis and
the 2008 global economic crisis.

Figure 1. Global exports of garments, textiles and footwear

Panél A. Exports from developing Asia-Pacific region ( $ billion) and share of world total (per cent), 199  5—
2014
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Panel B. Exports from selected economies ($ billion), 2014, and compounded annual growth (per cent),
1995-2014
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Note: Garments, textiles and footwear include Standard International Trade Classification (SITC) Rev. 4 groups 26, 65, 84 and
85.

Source: Author’s estimates from UNCTAD: UNCTADstat Database. Available at: http://unctad.org/en/Pages/Statistics.aspx/ [18
Aug. 2015]

Within the region, several economies are shapieggtbbal landscape (figure 1, panel B). China has
been the international leader in garment expontsdérades. In 2014, it exported $358 billion in

textiles, apparel and footwear and dominated 52 gest of the export market share among all
developing economies. India and Viet Nam also rdn&eong the highest in clothing exports

globally, totalling $42.7 billion and $37 billiomespectively. Annual export growth from 1995 to

2014 was robust and exceeded double-digits in Cdiml{@2.5 per cent), Viet Nam (18.4 per cent),

Bangladesh (13.1 per cent) and China (11.5 pej).c€tgarly, these trends provide strong indication
that Asia’s global dominance in garment, textilé &otwear production will not soon diminish.

In their respective national context, the garmertt textile industry is a crucial contributor toabt
exports for a number of Asian countries (figure l8)Bangladesh, the sector accounted for 89.2 per
cent of total merchandise exports in 2014, an smweof 12.6 percentage points since 1995. The
growth of the sector has been even more remarkab&ambodia, with its share of merchandise
exports spiking rapidly from 20.6 per cent in 196536.8 per cent in 2003. Despite the end of the
Multi-Fibre Arrangement in 2004 and weak externatkets since the global economic crisis in 2008,
the sector remains vital for Cambodia’s economy aocbunted for 77.4 per cent of merchandise
exports in 2014. Together, Bangladesh and Camlaodishe only two Asian economies in which the
ratio of garments, textiles and footwear in totaramandise exports in 2014 exceeded the level in
1995.

In Pakistan, the sector’s contribution to mercha@aaixports waned by 16.9 percentage points since
1995 but still stood at 58.7 per cent in 2014. Thigrall sector trend is attributed to the marked
decline in textiles while garment and footwear expoemained steady. In Sri Lanka, 48.1 per cent of
merchandise exports in 2014 were derived from #wengnt, textile and footwear industry, down

Regional Office for Asia and the Pacific 3



from 54.4 per cent in 1995, with declining longretrends in all three subsectors. Despite a gradual
diversification away from labour-intensive expomsViet Nam, the garment, textile and footwear
sector there has accounted for around one-fourtiotef merchandise exports since 1995, with the
proportion slightly larger in the few years precegdthe end of the MFA. During this period, a slight
uptick in the export share of textiles was offsgbcomparable fall in footwear exports.

By contrast, several Asian economies became sigmifiy less reliant on the apparel industry and
shifted into other higher-skilled manufacturing tees over the past couple decades. In China, for
example, garment exports as a percentage of totathandise exports decreased around 15
percentage points to 15.3 per cent from 1995 to4201 the Republic of Korea and Hong Kong
(China), the share of garments in total merchanekperts declined since 1995, by 13-19 percentage
points to merely 3.1 per cent and 6.6 per cent i42 respectively. In India and Indonesia,
dependence on apparel production also declineddarably during that same period, but the sector
still contributed 12.3 per cent and 9.8 per ceegpectively, of merchandise exports in 2014.

Regional Office for Asia and the Pacific 4



Figure 2. Share of garment, textile and footwear exp  orts in total merchandise exports by subregion (per
cent), 1995-2012

Panel A. Developing East Asia and selected economies

35%
30%
25%
20%
15%
10%
5%
0%
o P P P N > '_\965 s '_\96" < ,\96\ By ’\9@' NN ,\90 "9\"’ ,@\k
el (China e Hong Kong, China (SAR)
Korea, Rep. of =g Developing East Asia

Panel B. Developing South Asia and selected economies

100%

80%

60%

40%

20%

0%
5 go q%ga@ 3@%@ OO0 3>
) ‘-'ﬂ £ o o et Ak N N
& SO PO & F 0 PSSO

s Bangladesh India e Nepal

el Pakiistan e 511 Lanika e [eveloping South Asia

Panel C. Developing South-East Asia and selected econo  mies

100%
80%
60%
40%
20%
0%
o g\ J SN b
\,,3"7 o \oﬁ"’ o @ @m ,‘96" Ay@“‘ ,QGP ,\9@ i~ ,\9@' ,\9@ AN ,\9\"’ ,\9\"’ N
el Cambodia Indonesia
s | 30 PDR e Philippines
ey Vet Nam ey Devel oping South-East Asia
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Source: Author’s estimates from UNCTAD: UNCTADstat Database. Available at: http://unctad.org/en/Pages/Statistics.aspx/ [18
Aug. 2015]
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China’s dynamism and emerging markets are transforming the
competitiveness landscape

In China, which remains the dominant global garnsemgplier, tremendous changes are shaping the
future of the industry for the whole region. Firdte country’s process of economic transformation
has been rapid, with industrialization increasinffigused on higher value-added production. From
1995 to 2014, garment exports as a share of teatimndise exports fell from 30.5 per cent to 15.3
per cent. During that same period, the share af taanufacturing exports of labour- and resource-
intensive products decreased by 20.1 percentagespini 23.7 per cent, with a concomitant rise of
15.8 percentage points in the share of medium- &igh-skill and technology-intensive
manufacturing exports.

Second, the country’s historical advantage of mastibour surpluses is diminishing due to an
ageing population. China’s labour force is projddiegrow by merely 6 million, or 0.7 per cent from
2015 to 2025.Moreover, jobseekers are increasingly turning toremprestigious industries with
higher earnings and better career prospects, furtirestraining the garment sector’s ability to tétcr

a high-quality workforce (box 1). Finally, wagestite garment and textile industry have risen in the
past decade, in line with broader economic polidiesre-balance growth towards domestic
consumption. Although productivity has also incezhs(and thus unit labour cost remains
competitive), this process has weakened the cosntpmparative cost advantage for very low-end
garment production. In sum, these economic and deapbic dynamics are influencing the strategy
of international apparel buyers to locate new seppbutside of China and diversify their productio
source.

Another important regional development is the exixamconsumer classes in not only China but also
India and Indonesia. Collectively, these three g@megr economies will account for an estimated
middle class workforce of 727 million in 2018, éstantial increase of 33.5 per cent from 2023,
garment production in these middle-income countgieslually declines, consumer demand will be
increasingly met by a greater influx of importesthing. From 1995 to 2014, total imports of
garments and footwear (excluding textiles) to Chindia and Indonesia combined grew on average
by 11 per cent annualhWith formidable growth in domestic consumption gnachasing power in
these emerging markets, the opportunities for abaippliers within the region appear massive.

2 Author’s estimates from UNCTAD: UNCTADstat Databa#\vailable at: http://unctad.org/en/Pages/Statistspx/ [18
Aug. 2013].

3 Author’s estimates from ILO: ILOSTAT Database. Ashle at: www.ilo.org/ilostat/ [19 Aug. 2015].

4 These estimates are based on a middle classtibefiof daily per capita expenditure of US$4 or mar 2005 purchasing
power parity US dollars. For further discussiorg Kapsos and Bourmpoula, 2013.

5Based on compounded annual growth rate; Authottisnates from UNCTAD: UNCTADstat Database. Available a
http://unctad.org/en/Pages/Statistics.aspx/ [19. 204 5].
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Box 1
Rising wages and employment dynamics in China’s man ufacturing industry

China’s Twelfth Five-Year Plan (2011-15) specifies both increased domestic consumption and industrial
upgrading as major economic targets. It promotes a number of priority sectors — including biotechnology, clean
energy vehicles and high-end equipment manufacturing, among others — which would enable the continued
move away from low-end manufacturing and drive higher consumer demand through viable wage increases.

Recent wage and employment trends in China’s manufacturing sector characterize these economic development
goals. On a compounded annualized basis, real wages in manufacturing increased by 10.6 per cent from 2003 to
2013 (figure B1.1, panel A). In the garment and textile industry, real wage growth was even more astounding, at
11.9 per cent during that period. Despite these robust wage increases, earnings in the apparel industry
significantly lag behind other key sectors. Real wage levels in the transport equipment and the communications
manufacturing industries, for example, were respectively 55.2 per cent and 37.4 per cent higher than in the
garment industry in 2013.

These inter-industry wage differentials reflect the higher-skilled composition of the workforce in the more
sophisticated manufacturing sectors and provide a strong impetus for attracting more qualified workers in a tight
labour market. Increasingly, the garment and textile industry is becoming relatively less enticing for jobseekers
(figure B1.1, panel B). From 2003 to 2013, garment and textile employment expanded by only 3.5 per cent
(compounded annually), compared with 6.7 per cent in transport equipment and 15.1 per cent in communications
manufacturing. Notably, employment in the garment and textile sector contracted from 2007 to 2011 during the
global economic crisis. And despite a rebound of 18.4 per cent in 2013, employment levels in communications
and electronics have now surpassed that in garment production.

Figure B1.1. Wage and employment growth in China ma  nufacturing, 2003-13

Panel A. Real annual wages (yuan renminbi) Panel B. Employment (thousands)
10 000 8000
8000 000 L
«—° O 0o o o
6000 P
4000
4000
2000 2000
0 0
2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
et Manufacturing 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013
Manuf. of garment, textile and footwear @~ Manuf. of garment, textile and footwear
Manuf. of transport equipment Manuf. of transport equipment
Manuf. of comm unications, computer and other electronics Manuf. of communications, computer and other electronics

Note: Nominal average annual wages deflated by the urban consumer price index of 1978 base-year prices. Wage and employment figures
applicable only to public urban units (excludes private urban units and individual employment). Wages include hourly-paid wages, piece-rate
wages, bonuses, allowances and subsidies, overtime wages and wages paid under special circumstances.

Source: Author’s estimates based on China National Bureau of Statistics and Ministry of Human Resources and Social Security, 2014; China
National Bureau of Statistics, 2014.
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Emerging opportunities for creating jobs, particularly for young women

These regional dynamics point to booming prospémtsaa number of Asian economies to expand
their garment and textile export markets. This pss¢ in turn, could contribute hugely to both
economic growth and new jobs, given the relativebour-intensive nature of the industry. Low-end
garment production in developing Asia has histdiggarovided an important pathway for millions of

informal workers with limited educational qualifigans to transition into formal manufacturing jobs
with regular wages. The wage premium for making #hift provides them and their families the
opportunity to increase household incomes and inglieing standards.

Across a sample of ten developing Asian econongiggloyment in the industry totalled more than
40 million (figure 3, panel A). China (6.7 milliorgnd India (16.8 million) accounted for almost
three-fifths of that totél. Employment in the sector also exceeded 3 millioindonesia (3.8 million)
and Pakistan (3.6 millioM)Moreover, where comparable data are availablad&réndicate that jobs

in the garment and textile industry have continteexpand, with the exception of Thailand. Job
growth was robust in India, increasing by 10.7 @&t on a compounded yearly basis from 2009/10
to 2011/12. In China, sector employment expanded8ldy per cent from 2010 to 2013. By
comparison, annual employment increases duringdhee three-year period averaged 4.6 per cent in
Pakistan, 3.4 per cent in the Philippines and 8ricpnt in Viet Nam. In Indonesia, however, industr
expansion in terms of employment was only 1.4 @t @er annum between 2010 and 2014, with
women accounting for less than 45 per cent ofghawth.

The garment, textile and footwear industry in depelg Asia is also important given the large extent
that jobs in the sector provide workers with regukages. With a few exceptions, the bulk of
employment in the industry was comprised of wageera (figure 3, panel B). For example, salaried
employees accounted for around four in five indugtbs in Cambodia, Indonesia and Viet Nam.
Likewise, in Pakistan, the Philippines and Thailatheé comparable ratio was more than three in five.
By contrast, garment, textile and footwear produrctin India and the Lao People’s Democratic
Republic is dominated by own-account and contritgufamily workers. Relative to other countries,
the small share of wage employment (around onbrae) reflects the predominantly informal nature
of the industry in both countries where a majodtyworkers are home-based subcontractors who are
typically paid on a piece-rate basis.

In terms of total wage employment, the industry kErygd nearly 5 million employees in India and
around 3 million salaried jobs in Indonesia. In pamson, there were more than 2 million garment
and textile workers earning wages in Pakistan aietl Nam. These jobs are predominantly occupied
by women. The share of employees who were womehdrgarment, textile and footwear industry
ranged from more than one-half in Indonesia to mddiour-fifths in Cambodia. By contrast, in India
and Pakistan the industry was driven by considgratdre men than women workers, mirroring the

6 Regional figure of more than 40 million includeseaent estimate of 4.2 million workers in Bangladeskady-made
garment sector (ILO, 2014). Total industry emplowningure for China includes only public urban unitsd therefore
should be considered an underestimate of the asizeabf the garment sector workforce.

7 In addition, comparable household survey data fidyanmar are not available but the country’s buddiarment sector
reportedly employs a workforce of 260,000 and iedast to reach 600,000 in the next three yeaf3, (A015a).
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wider challenge of low female participation in tireerall economy.The industry workforce is also
young. On average, wage workers in the industryevesryoung as 24.5 years in Cambodia and 27.8
years in the Lao People’s Democratic Republic fsagex table Al).

Figure 3. Employment in garments, textiles and footw  ear, various years

Panel A. Total employment by sex (thousands)
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8 For further discussion on low female labour fopegticipation in South Asia, see Chaudhary and %e£614.

Regional Office for Asia and the Pacific 9



Panel C. Wage employment as share of total manufactu  ring wage employment by sex (per cent)
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Note: BGD = Bangladesh, CAM = Cambodia, CHN = China, IDN = Indonesia, IND = India, LAO = Lao People’s Democratic
Republic, PAK = Pakistan, PHL = Philippines, THA = Thailand, and VNM = Viet Nam; aged 15+; garments, textiles and
footwear correspond to ISIC-Rev. 3 (groups 17, 18 and 19) or ISIC-Rev. 4 (groups 13, 14 and 15); China figures include total
employment in public urban units only.

Source: Author’s estimates from official national labour force surveys (various years); Annex table Al; China National Bureau of
Statistics and Ministry of Human Resources and Social Security, 2014.

The share of wage employment in garments, textled footwear relative to all manufacturing
sectors further reveals the industry’s importance fjob creation. In Cambodia, where the
manufacturing base is considerably less diversifieel share was the largest, at 77 per cent overall
and 91.4 per cent for female employees (figureaBepC). In Viet Nam and Pakistan, the comparable
percentages were 38.8 per cent (54.9 per cent éonem) and 46.7 per cent (80.7 per cent for
women), respectively. On the other hand, the domtion to manufacturing wage employment in both
India and Indonesia was less than 30 per cent,imghioeir longer-term aim to shift towards higher-
end manufacturing. Similarly, the industry conttémi around 17 per cent or less in China, the
Philippines and Thailand. Although the garment aextile industry remains nascent in the Lao
People’s Democratic Republic, it accounted for nitian 27 per cent (48.3 per cent for women) of
all wage earners in manufacturing.
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Wages are low but rising

Competition across the region for global garmeryiebsi therefore is motivated by not only expanding
export market share and economic growth but als@tiential to create jobs. The key, however, is to
ensure that the dynamism in the industry leadsets jobs for women and men as well as better-
quality jobs with decent working conditions and quigte wages. Despite some progress, industry
wages remain low across the region. Average easmimge less than $200 a month in the majority of
nine countries with available data (figure 4). Bxeeptions were China, Thailand and the Philippines
where monthly wages were $491, $277 and $208, cdsply. On the low end, wages were merely
around $100 in Cambodia, the Lao People’s DemacReipublic and Pakistan. Notably, wages for
men were consistently higher than that for wométhoagh the gap varied between countries. The
important issue of gender pay differences in tlieistry is discussed below.

Figure 4. Average nominal monthly wages in garments , textiles and footwear by sex ($), various years
$550
491
$500 $
$450
$400
$350
$300 3277
$250
- $208
$200 $182
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$96 $102 $102
$100
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Cambodia  Pakistan  Lao PDR ndia ndonesia  Viet Nam Philippines  Thailand China 2013
2012 2012/13 2010 2001/112 2014 2013 2013 2013
Total Male Female

Note: For countries which collect only weekly or daily wage rates, a monthly estimate is based on a conversion of 7 days per
week, 52 weeks per year and 12 months per year, then applying official nominal exchange rates. Aged 15+; garments, textiles
and footwear correspond to ISIC-Rev. 3 (groups 17, 18 and 19) or ISIC-Rev. 4 (groups 13, 14 and 15). Includes gross
remuneration in cash and kind, except the Lao People’s Democratic Republic (excludes non-cash payments) and Thailand
(excludes bonuses, overtime and non-cash payments). China figure is applicable only to public urban units (excludes private
urban units and individual employment). Due to differences in survey data and reference years, figures are not strictly
comparable between countries.

Source: Author’'s estimates from official national labour force surveys (various years); China National Bureau of Statistics and
Ministry of Human Resources and Social Security, 2014; World Bank, 2015.

In this context, minimum wage policies are crititalensure that earnings are sufficient and fairly
reflect the contribution of workers to the growthtlee industry. Minimum wages often serve as an
indicator for the prevailing wage in Asia’s garmamdustry, given the overall low-skill composition
of the workforce and existing weaknesses in thiectve bargaining and merit-based wage systems.
If properly formulated and implemented, they cardpheeduce working poverty and provide a
minimum level of social protection for the most neitable wage workers (ILO, 2012b). Minimum
wage setting should be based on various econommsiderations as well as the living wage level
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sufficient to cover the basic needs of workers it families — food, shelter, clothing, healthrega
education and transportation (Anker, 2011).

Among the top apparel-exporting Asian economiesnthlg minimum wages are generally low
throughout the region (figure 5). By far the lowkstels are in Bangladesh and Sri Lanka, where the
respective statutory minimum wages of $71 and $66 lass than one-quarter of the highest
applicable rate in China. In other competitor méskasuch as Cambodia, India, Pakistan and Viet
Nam, the highest applicable minimum wage variechf&119 to $145, or a range of two-fifths to one-
half of China’s highest level. By contrast, minimwages at the highest relevant rate for the inglustr
are significantly higher in Indonesia, Malaysiag tRhilippines and Thailand, ranging from $237 to
$269. Notably, minimum wage levels in Cambodia wess than one-half their current levels as
recently as March 2012, but have spiked after s@f increases in the past few years. This trend
consequently has had a positive impact on booatiegage wages (ILO, 2015).

Figure 5. Monthly minimum wages in the garment indu stry ($), as of 1 January 2015

$300
Highest relevant rate applicable to unskilled garment workers
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Note: All rates presented are effective as on 1 January 2015 and refer to the lowest skill grade for new entrants. For countries
with decentralized minimum wage systems, figures reflect relevant rates in the main garment-producing locations.
Source: ILO compilation from official national sources as cited in ILO, 2015.

With low average and minimum wages pervasive thnoug the region, numerous cases of wage-
related industrial disputes have arisen in receatry causing work stoppages and even violence in
some instances. International apparel brands amedsingly supporting the call to review and
increase minimum wages as an integral measurdagusad basic living standards, create more jobs
and reduce industrial conflict. Buyers recognizat ttabour cost represents only a fraction of total
production cost and that reasonable wage incretses drive up final cost only marginally. In
Bangladesh, for example, wages account for onlgek4ent of the overall production cost of a basic,
long-sleeve T-shirt (GTZ-Progress, 2008). Likewizayage increase of 30 per cent in China would
necessitate a rise of only 0.7 per cent on averaftwear retail prices (Wright, Sahni and Zamora
2011). Other estimates indicate that labour costeunt for only around 3-7 per cent of the total
freight on board cost of a pair of denim jeans fiBamgladesh, China and Viet Nam (Moazzem and
Basak, forthcoming).
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Fair wages and better working conditions as drivers of productivity and
competitiveness

More and more, non-wage factors are driving thelmasing and sourcing decisions by European and
United States apparel companies (Berg et al., 2Btederick and Staritz, 2012). These determinants
include capacity, product quality, workforce congety, production efficiency and labour
compliance, among others. In addition, industniaf¢dies — such as the collapse of Rana Plaza in
April 2013 and a deadly textile factory fire in ©ber 2013 in Bangladesh and two fatal apparel
factory fires in Pakistan in September 2012 — hleightened pressure on multinational clothing
retailers to rethink their sourcing strategies. Baloconsumers are strongly calling for social
responsibility, ensuring workplace safety and laboompliance in the factories that supply the
world’'s apparel. Suppliers throughout the regionstmaddress public concerns for decent working
conditions while increasing productivity and remagicompetitive.

To attract buyers diversifying away from productionChina and to tap the potential of emerging
markets in the region, improved productivity is deg. Across the region, productivity gaps remain
considerable reflecting the generally low-valueunatof the industry (figure 6). In Cambodia, India,
Pakistan and Viet Nam, productivity levels in gantse textiles and footwear ranged from $1,700 to
$2,300. Only in Thailand did labour productivityoeed $8,000 and in Indonesia and the Philippines
more than $4,000. Inter-industry differences in labour productivitjurther underscore the
productivity challenge in garment production. Ih s¢ven countries, productivity in the garment
industry was a fraction of that in manufacturingell, ranging from around one-quarter in the
Philippines to four-fifths in Cambodia. The higheatio in Cambodia reflects its narrow
manufacturing base in terms of product diversiiamat and limited overall value addition.
Furthermore, in cases such as Cambodia and Pakikthaur productivity in garments was
marginally lower than that in agriculture. In Indiawas only around 10 per cent higher.

9 There are considerable challenges associatedcvatis-country labour productivity comparisons. Enfigures represent
one methodological approach. A forthcoming ILO esh note will examine labour productivity in thargent sector in
greater depth.
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Figure 6. Labour productivity in selected industrie s (current $), latest available year

Viet Nam 2013p 51,741

Thailand 2013 $8,178
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Agriculture Manufacturing of GTF Manufacturing

Note: Labour productivity defined as gross value added in current prices per employed persons, with official nominal exchange
rates applied; ‘p’ = projections; GTF = garments, textiles and footwear.

Source: Author's estimates based on official data from national accounts and national labour force surveys (various years);
World Bank, 2015.

Improving productivity in the industry is paramodat competitiveness, but productivity gains must
be driven by greater efficiency — not work intepstbreater production volume, based on long hours
and excessive overtime, can both compromise wockpdafety and health and create disincentives to
adopt such measures as technological and proceesaitions that can propel viable productivity
improvements. Across the region, however, excessigeking hours in the garment industry are
common (figure 73° In Cambodia and the Lao People’s Democratic Réputniore than one in two
garment employees worked more than 48 hours pek.weéakistan and Viet Nam, the comparable
shares were slightly more than two in five, andnidionesia the proportion was around one in six. In
addition, subnational differences in key garmemidpicing regions further highlight the extent okthi
challenge. In Phnom Penh (Cambodia) and Binh Dbl Nam), for instance, more than three in
five garment wage earners worked excessive hours.

10 For further discussion on the concept and int@nat standards for measuring excessive workingh@ee 1LO, 2012a.
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Figure 7. Share of wage employees in garments, texti les and footwear working more than 48 hours per
week (per cent), various years

80%
70%

60%

e

50%
40
30

20
10
Cambodia 2012 Indonesia 2014 Lao PDR 2010 Pakistan 2012/13 Viet Nam 2013

e

e

e

B Male ®Female ®Total

Note: Aged 15+; garments, textiles and footwear correspond to ISIC-Rev. 3 (groups 17, 18 and 19) or ISIC-Rev. 4 (groups 13,
14 and 15); based on actual hours of work in the main occupation.
Source: Author’s estimates from official national labour force surveys (various years).

Conversely, overtime should be considered excegptiand not normal operations in which workers
are paid in line with regulations to help enterpsiameet temporary, short-term periods of high
demand without exceeding thresholds that comprongigal standards and jeopardize safety and
health. Over the medium- and long-term, greaten fiapacity to meet increased demand should be
driven instead by process and technology enhandsmiéor factories applying a piece-rate system,
workers are able to earn more only by increasiegvtiiume of their individual production. This type
of scheme may impel higher production at the cdstadety and create conflict between different
work groups and discourage the adoption of mordymtive work methods (de Silva, undated). Well-
designed wage schemes should compensate workels f@ their performance and help meet
business production targets without compromisingkimg conditions or creating disincentives for
implementing sustainable efficiency improvements.

Boosting productivity driven by efficiency insteatlintensity is critical to offset wage increasesl a
ensure that unit labour cost remains competitivé dvat overall price levels stay attractive. To
increase productivity while maintaining high-qualistandards, suppliers will need to focus on
innovative business processes, invest in firm-lésahing and attract and retain a skilled workégrc
particularly for middle and higher management poisg. Over the medium- and long-term, this
approach would allow suppliers to effectively maye the value chain within the garment industry,
supply more sophisticated apparel products and bifgher value-added services, such as research
and product design. Countries such as China arid, lfat example, have created the environment
needed for their garment industry to progressivelgture in terms of product and functional
upgrading while still maintaining positive employmiémpacts (Frederick and Staritz, 2012).

11 Functional upgrading can involve moving up thdedi#nt stages of garment production: 1) assembdycam-make-trim:
sewing apparel, cutting fabric and providing simplien; 2) original equipment manufacturing (OEM)urphasing or
producing textile inputs and providing all prodectiservices, finishing and packaging; 3) originasign manufacturing
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Figure 8. Estimated wage premium for high-skilled e = mployees in manufacturing of garments, textiles and
footwear (GTF) and all manufacturing excluding GTF (per cent), various years
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Note: Indicates the hourly wage premium for employees in high-skill occupations relative to those in low- and medium-skill
occupations while controlling for differences in sex, age, marital status, education, geographic location and economic sector.
Aged 15+; garments, textiles and footwear correspond to ISIC-Rev. 3 (groups 17, 18 and 19) or ISIC-Rev. 4 (groups 13, 14 and
15). High-skill occupations are defined as ISCO-08 major group 1 (managers), major group 2 (professionals) and major group 3
(technicians and associate professionals). Low- and medium-skill occupations are defined as the remaining ISCO-08 major
groups 4 to 9.

Source: Annex table A2.

To implement this type of strategy, compliance witimimum wage and overtime regulations should
be viewed as only a first step. In addition, coriipet wage schemes and decent working conditions
can provide convincing incentives for the recruititnand retainment of top managers and technical
specialists in the industry. Across a selectionfieé garment-producing economies, the wage
premium for garment sector employees in high-sd@tupations relative to low- and medium-skill
occupations varied considerably, even after cdimpfor differences in demographics, education,
geography and economic sector (figure 8). In Ind@dor example, the high-skill wage premium for
managers and technical professionals was only gérlcent. By comparison, in Viet Nam, the
earnings of high-skilled employees in garment potidn were around 27 per cent higher than for
less skilled employees. Conversely, on the oppcsité, the wage premium for managers and
technical professionals in garment manufacturing Wee highest in the Lao People’s Democratic
Republic (52.6 per cent). Moreover, in some coastrihe high-skill wage premium in garment
production lagged behind that in the other manufang sectors. In Pakistan, for instance, the
earnings premium for high-skilled employees in gamment manufacturing was about 6 percentage
points higher than in the garment sector. Likewiseindonesia the inter-industry gap was about 5
percentage points lower for managers and techpicééssionals in apparel production vis-a-vis their
counterparts in other manufacturing sectors.

(ODM): involvement in design and product developmand coordinating allOEM activities; and 4) original brand
manufacturing (OBM): responsible for final prodibbcanding and marketing.
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Figure 9. Estimated wage premium in garments, textii  es and footwear (per cent), various years
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Note: Indicates the hourly wage premium (or penalty) relative to the base scenarios of having less than one year of job
experience (panel A) and having no education or less than a primary degree (panel B), while controlling for differences in sex,
age, marital status, education, geographic location, economic sector and occupation. Job experience captures the years of
experience the employee has worked in that occupation for that employer. Aged 15+; garments, textiles and footwear

correspond to ISIC-Rev. 3 (groups 17, 18 and 19) or ISIC-Rev. 4 (groups 13, 14 and 15).
Source: Huynh, forthcoming: figure 3 and table A2.

These findings underline the increased difficutiydrawing the most skilled workers to the garment
sector as economic structures develop and manufagtndustries upgrade. Attracting and keeping a
highly qualified workforce necessitates wage systémat reward workers’ educational achievements
and on-the-job performance in addition to relevarperience. In this regard, survey data from
Cambodia, Indonesia and Viet Nam provides somalinsito assess the wage premium for having
more job experience (figure 9, panel A). In bottidnesia and Viet Nam, the wage premium for more
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experience, even after controlling for differendessex, age, marital status, education, geographic
location and economic sector, exhibits an expepttern. That is, employees are well compensated
for their increasing levels of job experience amdute. In Indonesia, an employee with between one
year and less than five years of experience resa\@s per cent wage premium over her counterpart
with less than one year of experience. For more tea years of experience, the return to hourly
wages spikes to 43 per cent. Similarly, Viethaneaployees are paid incrementally more given their
job experience, ranging from 18 per cent (one yedess than five years) to 32 per cent (ten years
more).

Conversely, the experience-based wage premium d#onb©dia is vastly different. Having between
one year and less than ten years of experienceéshitesexpected hourly pay by around 56 per cent,
compared to a newer employee with less than oneofeaxperience. However, workers with ten or
more years of experience tend to be penalized Heir texperience with that employer, earning
approximately 5 per cent less than recruits witls llhan one year of experience. These results could
reflect the high attrition rates in the garmentusitly where more experienced workers find little
monetary incentive to stay with the same employbilevnew recruits are joining firms at more
competitive wages. However, skilled labour shortagee reportedly prevalent in Cambodia,
particularly at the management, supervisory, te@inand design levels, and better compensation
schemes that account for job tenure and experiemae be an effective countermeasttre.

With regard to education, employees in the garm@ntile and footwear industry tend to be
justifiably rewarded for their educational credaltti(figure 9, panel BY In a five-country sample of
wage earners in the industry, the return on higitkrcation relative to having less than a primary
degree is lowest overall in Viet Nam where the waigamium increases from 5 per cent for a primary
diploma to 19 per cent for having some tertiarydgts. By contrast, the wage premium for increased
education is highest in the Lao People’s DemociRépublic and this is consistent with the sizeable
wage premium for high-skilled employees discusdesala. Given the generally low-value nature of
garment production in Asia, it is unsurprising ttia# wage differential for employees with a primary
degree vis-a-vis those with incomplete primary &sids less than 5 per cent in three of the five
countries. In Cambodia, in fact, the wage premixiceeds 5 per cent only after completing an upper
secondary education. At the other end, howeversitteable gains for tertiary schooling exceeds 40
per cent in all cases except Viet Nam. This commattern could signal the high demand for (and
relative scarcity of) qualified workers to fill magerial and technical positions that are betted.pai

Another important strategy to increase productiatyd competitiveness is promoting workplace
equality. Asia’s garment industry is primarily dorated by women, yet their earnings commonly lag
behind that of men (figure 10). The male-femaléedénce in garment sector earnings was the highest
in Pakistan (64.5 per cent) and India (34.6 pet)cém comparison, the pay gap ranged from around
17-25 per cent in the Philippines, Thailand andt\Wi&am. When adjusting for demographic,
educational, geographical, subindustry and occapativariances between women and men, a wage
disparity in favour of men still exists in six dig eight countries. In sum, closing the gender wage

12 Skilled labour shortages have been well documemeatbt only Cambodia but also Bangladesh (Staritk Rrederick,
2012; Savchenko, 2012).

13 While the results show a positive and statistjcsignificant correlation between education andrlyoearnings overall, a
few counterintuitive cases include the lower thapeeted wage premiums for a primary degree in Cambantd an upper
secondary education in the Lao People’s DemocRajaublic.
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gap in Asia’s garment industry would drive compe¢ihess by attracting female jobseekers with
higher skills and competencies needed to incremseldvel efficiency. It would also signal to
international buyers and consumers worldwide a cibmemt to core labour standards and gender
equality in the workplace.

Figure 10. Gender pay gap in garments, textiles and  footwear (per cent), various years

Pakistan 2012/13
India 201 1/12
Thailand 2013
Philippines 2013
Wiet Mam 2013
Cambodia 2012

Indonesia 2014

Lao PDR 2010

-20% -10%

10% 20%

%)
o
&
=]
&
%]
[=]
&
(2
&
=
o
&

B Raw W Adjusted

Note: Raw pay gap indicates the difference in the estimated natural log of hourly wages of employees while controlling for only
sex, and the adjusted pay gap controls for differences in sex, age, marital status, education, geographic location, economic
sector and occupation by applying standard Mincer regression equations. A positive pay gap value indicates higher earnings for
men relative to women. India figures are based on the natural log of estimated daily earnings. Aged 15+; garments, textiles and
footwear correspond to ISIC-Rev. 3 (groups 17, 18 and 19) or ISIC-Rev. 4 (groups 13, 14 and 15).

Source: Huynh, forthcoming: figure 1 and table A2.
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Conclusion: Competing in global markets through stronger institutions

Developing Asia’s garment production is unrivalladhe world. The industry employs more than 40
million workers. Its $601 billion in exports of gaents, textiles and footwear account for thredadift

of the global total. In addition, garment exportaf the region will likely expand further as emeuyi
consumer classes in China, India and Indonesidecreav intra regional markets and opportunities.
But major industrial tragedies in Bangladesh, Cadidand Pakistan in recent years have heightened
global awareness about factory conditions wher¢he® are produced and later sold around the
world. The prevalence of unsafe workplaces, exeelsiong working hours and low wages, and a
lack of social compliance could jeopardize its fatsuccess and undermine the living standards of
tens of millions of workers in the industry. Congr and multinational apparel brands are
demanding meaningful change in the way the garsegetbr operates.

Asia’s apparel and textile industry can sustainpitsgress, but new drivers of competitiveness are
clearly needed. To this end, boosting labour prodiy is paramount. Productivity in the industry
was less than $2,500 in key garment manufactur@sg® such as Cambodia, India, Pakistan and Viet
Nam. Raising productivity is particularly importantsmaller firms and household enterprises where
subcontracting is widespread and productivity isdn Efforts to adapt more efficient processes and
technologies could help the industry upgrade fmetily and eventually shift to higher value garment
production and design. Moving up the productivagder would also enable sustainable increases in
wages, which are currently meagre overall, whilepkeg unit labour cost competitive. In the vast
majority of garment-producing countries highlighted this study average monthly wages in the
industry were less than $200 per month. Minimum egagaried throughout the region but were also
low in spite of some recent progress.

A focus on improved productivity through better kiog conditions and a more skilled workforce
would transform the industry’s operating model. @emsation schemes that better reward skills,
experience and education could help to attract retain a workforce with the competencies and
creativity to drive growth and boost competitiveneln Cambodia, for example, empirical findings
indicate that more experienced workers are permhlfpe their lengthy job tenure. In Viet Nam,
education-based wage premiums in the industryiqodatly at higher education levels, are relatively
low compared to other competitor garment produiretise region. In addition, significant gender pay
gaps persist in garment manufacturing across tfiermewhich could be creating barriers that prevent
the recruitment of qualified women to the industrya context where labour shortages are reportedly
pervasive, especially at the managerial and teahméwvels, a refocus on improved remuneration
schemes could be an effective strategy.

Ensuring the future success of Asia’'s garment sepdquires a collaborative effort from all

stakeholders. In this regard, positive developmangsincreasingly evident. Initiatives such as the
Better Work Programme in Cambodia, Indonesia ard Mam — which involves partnership between
government, workers, suppliers and multinationayeos — have shown that improving worker-
management relations and compliance with laboundstals can go hand-in-hand with boosting
competitiveness and creating more jobs. In Bangladdripartite efforts supported by the

international community following the Rana Plazagedy have led to new legislative changes
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regarding workplace safety and trade unions an@sgckad safety inspection of factory buildings. In
Cambodia, the Labour Advisory Council is strengthgmmechanisms to adjust minimum wages for
the garment industry based on tripartite coopemadiod empirical evidence with the aim of avoiding
industrial strife and ensuring viable wage increase

These cases illustrate that the actions of govemtraee critical in furthering the growth of the
garment industry in a sustainable manner. Thisutet establishing and building industry
compliance systems towards better working conditiaomproving minimum wage setting institutions,
strengthening education and technical training tepgare a qualified workforce and enhancing
industrial relations. Garment suppliers are algegral in ensuring compliance with labour laws
regarding occupational safety standards and mininmages, investing in firm-level training and
eliminating workplace employment and pay discrirtiora Ultimately, however, international buyers
and the policy choices they make will have a massiyact on the future of Asia’s apparel industry.
Taking a long-term approach to partnerships witppsiars, even during periods of economic
volatility, supporting measures that improve firew¢l productivity gains and basing sourcing
strategies on factors beyond wage cost would leefpdilitate gradual upgrading in the industry and
improve working conditions for Asia’s garment worke
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Annex

Table Al. Indicators of wage and salaried employmen t in the garment, textile and footwear industry by
sex, selected Asia—Pacific countries, latest availab le year

Cambodia (2012) India (2011/12) Indonesia (2014)
Male Female Total Male Female Total Male Female Total
Wage employment in GTF (000) 123.0 520.7 643.7 4022.6 939.3 49619 1322.1 1700.2 3022.3
Textiles 6.7 22.7 29.4 2019.3 379.7 2399.1 562.9 520.3 1083.1
Garments 101.0 456.1 557.1 1456.8 4235 1880.3 462.9 848.4 13113
Luggage, handbags, footwear, etc. 15.3 41.9 57.1 546.5 136.1 682.6 296.3 3315 627.8
Share of total employment in GTF
(%) 85.6 86.0 85.9 38.4 14.9 29.6 82.7 77.8 79.8
Share of total wage and salaried
employment in manufacturing (%) 46.2 91.4 77.0 25.2 48.0 27.7 19.3 42.4 27.9
Average age (years) 24.8 24.5 24.5 32.4 28.5 31.6 32.7 31.0 31.7
Average weekly hours of work
(hours) 52.9 52.6 52.6 n.a. n.a. n.a. 45.9 43.7 44.6
Average nominal monthly wages
(000 LCU) 448.9 374.0 388.3 6.5 4.1 6.0 15574 13618 1447.4
Lao PDR (2010) Pakistan (2012/13) Philippines (2013)
Male Female Total Male Female Total Male Female Total
Wage employment in GTF (000) 3.7 115 15.2 1902.0 429.2 23312 132.6 289.6 422.1
Textiles 0.2 15 1.6 1000.7 120.8 11215 20.1 33.7 53.8
Garments 3.0 9.9 12.9 766.3 294.7 1061.0 83.6 220.3 303.9
Luggage, handbags, footwear, etc. 0.6 0.1 0.7 135.0 13.7 148.7 28.9 35.6 64.4
Share of total employment in GTF
(%) 62.2 30.4 34.8 74.0 39.9 63.9 70.1 61.4 63.9
Share of total wage and salaried
employment in manufacturing (%) 11.4 48.3 27.0 43.3 82.8 47.4 9.3 28.9 17.4
Average age (years) 32.7 26.2 27.8 31.1 29.2 30.8 33.8 37.8 36.5
Average weekly hours of work
(hours) 54.1 50.7 51.6 53.3 35.7 50.1 48.6 45.8 46.7
Average nominal monthly wages
(000 LCU) 1038.3 779.6 845.4 11.3 4.3 10.0 10.1 8.3 8.8
Thailand (2013) Viet Nam (2013)
Male Female Total Male Female Total
Wage employment in GTF (000) 148.2 426.8 575.0 487.3 1573.3 2060.6
Textiles 61.5 109.9 171.4 69.0 139.8 208.9
Garments 60.7 250.5 311.2 230.1 878.3 11085

Luggage, handbags, footwear, etc. 26.0 66.4 92.4 188.1 555.2 743.2

Share of total employment in GTF

(%) 65.9 59.6 61.1 79.6 78.0 78.4
Share of total wage and salaried

employment in manufacturing (%) 7.0 21.4 14.0 20.9 55.2 39.8
Average age (years) 35.0 37.3 36.7 30.5 30.4 30.4

Average weekly hours of work
(hours) 49.9 49.3 49.4 51.0 50.5 50.6
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Average nominal monthly wages 10.3 7.9 85 4306.3 36604 3813.2
(000 LCU)

Note: Aged 15+; garments, textiles and footwear correspond to ISIC-Rev. 3 (groups 17, 18 and 19) or ISIC-Rev. 4 (groups 13, 14 and 15); GTF =
garment, textile and footwear; LCU = local currency unit; n.a. = not available. India survey data do not include information on hours of work.
Source: Author’s calculations based on Cambodia Labour Force Survey (2012), India National Sample Survey (2011/12), Indonesia Labour Force
Survey (Aug. 2014), Lao People’s Democratic Republic Labour Force Survey (2010), Pakistan Labour Force Survey (2012/13), Philippines
Labour Force Survey (Oct. 2013), Thailand Labour Force Survey (Quarter 3, 2013), Viet Nam Labour Force Survey (2013).
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Table A2. Adjusted hourly wage premium for high-ski

textiles and footwear (GTF) and all manufacturing e

Il occupations in manufacturing of garments,
xcluding GTF, full weighted samples

(1 a) Cambodia

(1b) Cambodia

(2a) Indonesia

(2b) Indonesia

(3a) Lao PDR

(3b) Lao PDR

GTF Non-GTF GTF Non-GTF GTF Non-GTF
High-skill occupation dummy 03.26 0.205 0.211 0.256 0.526 0.188
(0.003)** (0.011)* (0.002)** (0.001)** (0.016)** (0.011)**
Female sex dummy -0.061 -0.107 -0.021 -0.185 0.044 -0.024
(0.002)** (0.004)** (0.001)** (0.000)** (0.010)** (0.008)**
Age 0.040 0.046 0.030 0.019 0.042 0.023
(0.001)** (0.001)** (0.000) ** (0.000) ** (0.002)** (0.002)**
Age? -0.064 -0.046 -0.038 -0.022 -0.055 -0.032
(0.001) ** (0.001)** (0.000) ** (0.000)** (0.003)** (0.002)**
Married dummy -0.060 -0.236 0.088 0.052 -0.095 -0.014
(0.002) ** (0.004)** (0.001)** (0.001)** (0.009)** (0.008)
1-5 years of experience dummy 0.067 0.090 0.235 0.104
(0.002)** (0.003)** (0.001) ** (0.001)**
5-10 years of experience dummy 0.075 0.348 0.272 0.185
(0.003)** (0.006) ** (0.001)** (0.001)**
10+ years of experience dummy -0.002 0.372 0.423 0.348
(0.004) (0.007)** (0.001)** (0.001)**
Primary education dummy -0.014 0.018 0.069 0.161 0.180 0.290
(0.002) ** (0.004)** (0.002)** (0.001)** (0.069)** (0.016)**
Lower secondary education 0.028 0.018 0.351 0.367 0.218 0.263
dummy (0.002) ** (0.005) ** (0.002)** (0.001)** (0.069)** (0.016)**
Upper secondary education 0.093 0.114 0.572 0.666 0.199 0.316
dummy (0.003) ** (0.008) ** (0.002)** (0.001)** (0.068)** (0.016)**
Tertiary education dummy 0.623 0.922 1.010 1.177 0.728 0.350
(0.019) ** (0.015)** (0.003)** (0.001)** (0.070)** (0.019)**
Rural residency dummy -0.338 0.098 0.109 0.017 0.053 -0.161
(0.003)** (0.006) ** (0.001)** (0.001)** (0.009)** (0.008)**
Constant 6.875 7.231 6.328 7.789 7.447 8.165
(0.015) ** (0.021)** (0.023)** (0.004) ** (0.055)** (0.037)**
R2 640 163 192 278 2 941 565 7 688 991 13912 31568
N

(4a) Pakistan

(4b) Pakistan

(5a) Viet Nam

(5b) Viet Nam

GTF Non-GTF GTF Non-GTF
High-skill occupation dummy 0.344 0.401 0.273 0.237
(0.002) ** (0.002)** (0.001)** (0.001)**
Female sex dummy -0.507 -0.233 -0.118 -0.160
(0.001)** (0.002)** (0.001)** (0.001)**
Age 0.035 0.023 0.022 0.026
, (0.000) ** (0.000)** (0.000)** (0.000)**
Age -0.034 -0.019 -0.035 -0.036
’ (0.000) ** (0.000)** (0.000)** (0.000)**
Married dummy 0.047 0.129 0.041 0.051
(0.001)** (0.001)** (0.001)** (0.001)**
1-5 years of experience dummy 0.181 0.103
(0.001)** (0.001)**
5-10 years of experience 0.263 0.193
(0.001)** (0.001)**
10+ years of experience dummy 0.326 0.274
(0.001)** (0.001)**
Primary education dummy 0.109 0.063 0.072 0.087
(0.001) ** (0.001)** (0.001)** (0.001)**
Lower secondary education 0.163 0.163 0.155 0.173
dummy (0.001) ** (0.001)** (0.001)** (0.001)**
Upper secondary education 0.291 0.394 0.190 0.257
dummy (0.002) ** (0.002)** (0.001)** (0.001)**
Tertiary education dummy 0.642 0.762 0.320 0.412
(0.002) ** (0.002)** (0.002)** (0.001)**
Rural residency dummy -0.064 -0.052 -0.031 -0.039
c 2605 pr prit 2213
onstant . . . .
(0.003) ** (0.003)** (0.003)** (0.003)**
R? 0.27 0.31 0.39 0.45
N 2297 970 2541 318 2 048 306 3099512

Note: Standard errors in parentheses; * significant at 5 per cent; ** significant at 1 per cent.
Results of Mincer wage regressions on the natural log of hourly earnings. Base cases for dummy variables include: (1) Skill: low- and medium-
skill occupations; (2) Sex: male; (3) Marital status: unmarried; (4) Experience: less than 1 year of job experience; (5) Education: none or less than
a completed primary education; and (6) Residency: urban residence. High-skill occupations are defined as ISCO-08 major group 1 (managers),
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major group 2 (professionals) and major group 3 (technicians and associate professionals); low- and medium-skill occupations are defined as the
remaining 1ISCO-08 major groups 4 to 9. For further discussion on methodology and summary statistics, see Huynh, forthcoming. For brevity, the
regression coefficients for province/district dummy variables and sub-industry dummy variables are not presented. A variable for job experience is
included in only the Cambodia, Indonesia and Viet Nam datasets. GTF = garments, textiles and footwear.

Source: Author’s calculations based on Cambodia Labour Force Survey (2012), Indonesia Labour Force Survey (Aug. 2014), Lao People’s
Democratic Republic Labour Force Survey (2010), Pakistan Labour Force Survey (2012/13), Viet Nam Labour Force S
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Employment, wages and working conditions in Asia’s garment
sector: Finding new drivers of competitiveness

This paper presents regiona trends and national estimates of exports, employment, wages,
productivity and working time in the garment, textile and footwear industries in developing Asia
and the Pecific based on official trade statistics and national labour force survey data. It finds that
the region accounts for 60 per cent (US$601 billion) of global exports of garments, textiles and
footwear. The industry employs more than 40 million Asian workers. However, labour productivity
and wages remain low overall, and working time is often excessive. Applying standard Mincerian
wage regressions, the paper presents empirical evidence on wage premiums and gender pay gaps in
the industry, and discusses policy measures that can help sustain growth through new drivers of
competitiveness.
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