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Foreword

The Culpability Of Brand Actions In The Global

Recession

2020 was a year unlike any other. This report documents what happened to garment workers
across Asia — in Sri Lanka, Pakistan, India, Indonesia, Cambodia and Bangladesh, putting
numbers to the 25 per cent or so wage losses suffered by these workers in 2020. The report
argues that the wage losses were actually wage theft by the global brands for whom these
workers produced garments. Before proceeding, | would like to congratulate the various
researchers and trade union members across the above-mentioned countries, who have put
together a cross-country study, overcoming all the constraints in carrying out research during
pandemic-induced restrictions on movement and contact.

Can the wage loss suffered by garment workers be called wage theft by the brands for whom
they produced garments? This is an important question that is posed by the report, in the
context of contract manufacturing of garments by brands — one that | will deal with in the
rest of this Foreword.

Garment workers covered in this study, work to produce garments for a number of brands
from the Global North. But, they are not directly employed by these brands. Rather, workers
are employed by suppliers in various countries of the Global South. These suppliers, however,
are not independent manufacturers, having garments produced and selling them on the
global market. Rather, they are contract manufacturers. They produce garments based on
designs and specifications provided by the brands. This contracted production is handed
over to the brands who also carry out the post-production branding and marketing of the
garments. In several countries, employers engaging in labour sub-contracting are treated as
principal employers of sub-contracted workers and contractors are treated as intermediaries.
Similarly in global value chain (GVC) contracted production, the contracting brand should be
considered the principal employer and suppliers intermediary employers. The regulation of
GVCs, however, is undeveloped and brands are not held legally responsible for employment
conditions in their cross-border supplier factories, as they would be in the case of foreign
direct investment (FDI) based branches.

If brands are the principal employers of workers in supplier factories, they should have
responsibility to sustain suppliers and their workers in times of recession, just as they take
various measures to support share-holder value, even carrying out share buy-backs. Brands,
however, refused to take or share any responsibility for either suppliers or their workers.
Instead, some of them even refused to pay suppliers for orders already delivered, a step from
which they stepped back only after exposure in the international media threatened them



with a loss of reputation. Refusal to pay for orders already delivered, cancellation of orders
for which suppliers had purchased inputs, all such measures discussed in this report, left
suppliers without cash. There was a knock-on effect, with suppliers not paying wages to
workers. Labour contractors went so far as to switch off their phones in order to avoid workers
asking for their dues. There are variations in these responses, as documented in this report,
with permanent workers, i.e. those who are important for renewing production when orders
are revived, doing a little better than contract and otherwise precariously employed workers.

The main point from the above analysis is that the risks of business were basically transferred
to suppliers from the Global South and, in turn, to their workers. While the owners of the
suppliers would surely have been able to secure their consumption from their savings, the
workers’ incomes were pushed below even the poverty line, with women workers falling even
more behind the poverty line than men. In addition, women had to compensate for what
was formerly purchased from the market, but could no longer be afforded, such as health
services, with increasing unpaid care work. With governments of the supplier countries too
doing little, again with differences between countries, workers and their families were forced
to reduce consumption, deplete savings, increase debt taken on usurious rates of interest,
and increase unpaid care work just to stay alive — in order to be able to return to work when
the brands from the Global North once again required their labour.

Wages are meant to cover keeping a worker able to work and for children to go to school, etc.
i.e. to cover the costs of social reproduction of labour power. A living wage, as advocated by
the Asia Floor Wage Alliance (AFWA) is meant to cover just this cost of social reproduction
incurred even when the worker is not at work, but costs that are necessary for them to
recuperate in order to return to work. The brands, however, refused to cover the cost of
social reproduction of labour power in their contracted factories. | stress contracted factories
since they are not what may be called own-account enterprises, buying their inputs and
selling their outputs on the market. Rather, what supplier factories and their workers do is to
handover production carried out with given designs and specifications, in exchange for the
contracted payment. It is this contract nature of the relationship between brands and their
supplier factories that makes the brands, and not just the suppliers, liable for meeting the
costs of social reproduction of workers. This, in turn, turns the wage loss incurred by garment
workers into wage theft by brands from the Global North; wage theft carried out in order to
shore up their share values. They sacrificed workers from the Global South to protect their
share value in the Global North.

Even with all the excesses of brands (e.g. non-payment for orders already delivered) suppliers
and their workers have no alternative but to remain available when the orders are revived. That
is the reality of Global monopsony capitalism, where myriad suppliers and their workers from
the South, in a condition of overall labour surplus, face a few brands (including mass retailers)
from the Global North. Of course, there are also a few emerging brands, most from China and
also a few from India, that are likely to have acted in such a manner. That only shows that one
must pay attention to new emerging forces in global monopsony capitalism, but it does not
alter the basic picture of the burden of the current global recession in garment production
having been pushed onto suppliers and workers from the Global South. The certainty that
suppliers and workers in the Global South will be there, even if with somewhat weakened
bodies, when the brands require them — this is what underlies the behaviour of brands in



carrying out wage theft in the current recession.

The report by AFWA researchers and union members very carefully documents and analyzes
this wage theft by virtually every brand of importance from the US and EU. It deserves to be
read carefully by anyone concerned about the condition of garment workers working in GVCs
for brands and markets of the Global North.

Dev Nathan

Visiting Professor, Institute for Human Development, India

Director Research, GenDev Centre for Research and Innovation, India
Co-editor, Cambridge University Press Series on Global Value Chains
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Introduction

The Covid-19 pandemic exposed the
undeniable truth that extreme labour
exploitation forms the core feature of global
apparel supply chains. The humanitarian
crisis unleashed on garment workers in Asia
due to the pandemic-induced recession,
was neither unanticipated nor unavoidable.
Rather, it was the direct consequence of the
actions of global apparel brands located in
the Global North, which earn super-profits
through the exploitation of workers within
a “framework of unequal regional and
national development, [and] an unequal and
segmented labour market.” 2

Asian garment production countries have
relied on global apparel supply chains
as a pathway to economic growth and
development for the past several decades
to generate employment and provide
wages that would lift millions of wage-
dependent populations in Asia out of
poverty.® International policy makers and
academics, as well as institutions such as
the Organisation for Economic Cooperation
and Development (OECD)* and the World
Bank,> have recommended the integration
of developing countries into global supply
chains as a strategy for rapid industrial
development.

The garment industry has created
approximately 60 million jobs globally,® with
the majority of these concentrated in Asia.’
However, it has not generated decent and
good quality employment for the majority
of its workforce. Rather, the creation of
non-standard forms of work and insecure
employment, without union rights or strong
enforcement institutions, resulting in wage

theft for garment workers, has become the
norm in global apparel supply chains.?

Wage Theft — Common
Experience Of Garment

Workers

The basic labour and human rights of
garment workers in Asia have historically
been violated within global apparel supply
chains. Workers’ wages determine the ability
of their households to survive. However,
these wages are subject to market clearing
forces in a labour surplus economy which
pushes them below even poverty-level legal
minimum wages. Persistently low, poverty-
level wages, which do not permit workers to
meet a minimum standard of living, coupled
with the ever-present threat of employment
loss and further deprivation of wages as
a result of product market fluctuations,
is the common experience of garment
workers.® Brands are able to accumulate
extreme profits by passing on the risks and
costs associated with production based
on fluctuating demand in volatile apparel
markets to workers, through an inbuilt
mechanism since inception, of wage theft in
their supply chains. Wage theft is a central
aspect of the business models of global
apparel brands, and not an unintended
result of crises, such as the Covid-19
pandemic. It comes as no surprise then, that
far from protecting the wages of workers in
their supply chains during the pandemic-
induced recession, global apparel brands
engaged in harmful actions that aggravated
and magnified the intrinsic condition of wage



theft in their supply chains.

This report studies the manner in which
the most brutal impacts of the recession on
the global apparel industry were absorbed
by the poorest workers, disproportionately
comprising of women from vulnerable socio-
economic groups in Asia. It analyses how
the actions of brands during the pandemic
impacted employment relationships in their
supplier factories, resulting in widespread
wage theft and severe humanitarian
consequences for workers in their supply
chains.

The report’s focus on wage theft is based
on two interrelated aspects. One, while it
documents several forms of exploitation
over the course of the pandemic-induced
recession in 2020, wage theft formed
the predominant consequence of this
exploitation. As a result of labour exploitation
during the recession, workers were deprived
of their wages—the most fundamental aspect
of their employment in global apparel supply
chains — which mediates their households’
access to food, nutrition, housing, healthcare
and education. Several studies point to
the extreme magnitude of wage theft
facing Asian garment workers' " 12 and its
devastating, long term consequences on the
nutrition and health of their families.”

Two, the deprivation of workers’ wages
during the pandemic are mostly covered
by national laws with regard to layoff and
retrenchment wages, and terminal benefits.
Workers forego enforcement of such rights
and benefits to get re-employed, in the
face of severe unemployment, threat of
starvation, and almost absent will of the
state to enforce it. Even if such laws are
absent in some Asian countries, they form
the legitimate expectation of workers based
on international normative frameworks of
the International Labour Organization (ILO)
for the protection of human rights.*

In such situations, wage loss is undeniably

wage theft and has to be treated as such,
which this present report does. At higher
wage levels, some forms of reduction in
wages may be negotiated during short
periods of recession; they are not wage theft
as they are not unilateral and workers have a
capacity to adjust to the loss. However, the
pre-existing poverty-level wages of Asian
garment workers did not provide any form of
resilience —including savings, asset creation
or vertical mobility — that would have allowed
them to tide over loss of employment and
wages during the recession. Any loss of
wages at poverty levels denies garment
workers access to the minimum level of
consumption required for survival, and
therefore, constitutes wage theft.

Asymmetrical Power

Relations Forms The Basis
For Wage Theft

Asian production countries are trapped in an
economic growth and development model
informed by the strategy of export-oriented
industrialisation.™ However, the captive
nature of global apparel supply chains has
resulted in low gains for workers, suppliers
and production countries in Asia. Global
apparelbrands, head-quarteredindeveloped
economies, off-shore and outsource
manufacturing to low-wage developing
countries in Asia, to take advantage of low
input costs, including labour costs and low
labour law enforcement regime. Brands
retain high-value activities such as design,
marketing and retail, through which they
are able to retain control over profits from
the sale of products manufactured by their
suppliers in the Global South.'

The low entry barriers to participate in global
apparel supply chains through manufacturing
in production countries, due to low capital
and technological requirements, and the
labour-intensive nature of production,
are accompanied by high entry barriers

3



to consumer markets in developed
economies, which are captured by global
apparel brands. As a result, global apparel
supply chains are characterised by a small
number of transnational corporations that
maintain monopsonistic power over a large
number of suppliers who perform low-value
manufacturing without many opportunities
for upgradation to high value activities." Just
as the functional upgradation of supplier
factories in global apparel supply chains has
remained a myth, so has the expectation
that workers in the supplier factories of
global apparel brands would move from low-
skill to high skill labour, through a process
of economic and social upgradation, with
opportunities for improved wages. Global
apparel brands are able to extract high
productivity from workers in their supplier
factories, but drive down the unit cost of
labour in order to capture maximum value.”®

The accumulation of super-profits by brands
is directly linked to their ability to capture
consumer markets of developed economies
and sustain them with low price inflation, with
garments manufactured through the extreme
exploitation of labour in Asian production
countries. The dual nature of their control
over two distinct markets of the global
apparel industry enables them to perpetuate
and deepen structural inequalities in their
supply chains by earning high profits while
denying the basic labour and human rights
of workers.”®

Therefore, global apparel brands are the
main drivers of global apparel supply chains,
which are characterised by asymmetrical
power relations between brands, their
suppliers, and workers. Brands present
themselves as simply ‘buyers’ of garments
produced in Asia, even though the contracts
between the brands and their suppliers are
not simply contracts for procurement of
garments manufactured independently by
Asian suppliers. Rather, they are contracts for
production of the garments based on specific
quality standards for product and process

with tight delivery schedules set by brands,
who design, own, market and sell these
garments. Their false position as ‘buyers’ of
garments manufactured by Asian suppliers
has severe consequences for workers in
their supply chains. One, it forces the large
number of suppliers to engage in intense
competition to offer cheap manufacturing
that comply with the pricing models imposed
by brands. They pass on the costs of cheap
manufacturing to workers in the form of
insecure employment, low wages, and lack
of liability for non-enforcement of labour
standards.?® Two, governments in Asian
production countries are forced to legalise
the labour rights violations in supplier
factories, resulting in a race-to-the-bottom
in order to attract and retain the businesses
of brands, through the dilution of existing
labour protective frameworks leading to
repressed wages, hiring and firing at will,
and attacks on freedom of association.?

The plight of garment workers during
the pandemic-induced recession was
an extension and aggravation of these
asymmetrical power relations. Suppliers,
without opportunities to engage in the
high value activities, remain hostage to
production orders from brands to keep
their businesses operational. While global
garment supply chains offer little opportunity
to workers, suppliers and production
countries for upgradation, they remain
extremely susceptible to downgrading.
As brands adjusted their businesses to
respond to the impact of the pandemic on
their markets through predatory purchasing
practices,?? suppliers were forced to take on
production at even lower costs, accepting
order fluctuations, lower prices and delayed
payments, resulting in greater wage theft for
garment workers over extended periods of
time.



Human Rights Impact Of
Wage Theft

Access to work and wage is the most basic
form of inclusion in a capitalist economy.
Wage-dependent workers work for wages
under explicit or implicit employment
contracts, whether they are fair or unfair.
Beingthe primary source ofincome for labour,
wage payment is a crucial pre-condition for
ensuring the basis of survival of workers and
their households and mediates the exercise
of social, economic, political and cultural
rights.

Several Asian governments acknowledged
the critical role played by wages in the lives
and livelihoods of the significant section of
their population — wage-dependent labour
- by calling on brands to make full and
timely payments for their orders. Suppliers’
associations in major production countries
came together to demand that brands
engage in responsible purchasing practices,
pointing out that the choices made by
brands impact the most fundamental labour
and human rights of workers in Asia.??

Labour legislation enacted to protect
workers’ right to work and wages in Asian
countries, recognised that wages are
essential forindustrial peace and productivity
alongside equitable and inclusive economic
growth. International normative frameworks
establish that the right to adequate wages
and secure employment is a universal human
right. Non-payment of wages that pushes
workers and their households to the brink
of survival ipso facto is a violation of human
rights and perpetuates more violations as
workers get caught in a vicious cycle during
a global crisis. Wages and labour rights
in general, therefore, are fundamental in
ensuring that human rights are safeguarded.
This is recognised in Article 23(2) and
Article (25) of the Universal Declaration
of Human Rights as the “right to just and

favourable remuneration” that ensures “an
existence worthy of human dignity” and
“right to a standard of living adequate for the
health and well-being of his and his family”
respectively.?* Similarly, Article 7 (a) (ii) of the
International Covenant on Economic, Social
and Cultural Rights (ICESCR) recognises the
“right to decent living”, which is however
only recognised as an aspirational goal that
needs to be progressively realised.?® The
ILO that was founded to protect workers’
rights predates the establishment of human
rights frameworks and set labour standards
through Covenants and Recommendations.
The ILO recognises the need for a living wage
in its Constitution, as well as Declarations,
Covenants and Recommendations and
has consistently highlighted that wage-
led growth is integral to social justice and
reducing inequalities.?®

The terms governing the participation of
Asian production countries in global garment
supply chains is paradoxical to these
recognitions in national labour legislations
and international normative frameworks.
The competition between suppliers and
governments in Asia to retain the businesses
of global apparel brands is made possible by
labour and human rights violations against
garment workers. It demands a growth
model that relies on cheap, flexible and
disposable labour as the only comparative
advantage. In particular, exploitation on the
basis of social identities such as gender,
religion, caste, ethnicity or migration status,
became the means through which labour
costs could be further reduced.?” Garment
workers remain trapped in low-paying and
insecure jobs despite being associated with
a high growth industry, without the ability to
experience occupational mobility or improve
their standard of living —leaving them without
resilience to tide over the crisis triggered by
the pandemic.

Minimum wages in production countries
are set at extremely low levels that do not
cover the costs of living, including social

)



reproduction, with living wages, estimated
by the Asia Floor Wage Alliance, being at
least three times higher than the minimum
wages available to garment workers.?® Even
as workers faced extreme crisis during the
pandemic, governments in Asia were forced
to respond with labour reforms focused on
further deregulation, in order to recover the
dwindling investments and foreign exchange
earned from garment exports.?® The total
abandonment of workers by brands forced
governments into rescuing practices
through fiscal and workplace policies. Many
governments rolled out stimulus packages
for industry, and wage subsidies for
workers, diverting scarce national resources
to subsidise the profits of the brands.
They also released orders or requests that
suppliers pay wages to workers, which could
not be enforced as suppliers cited lack of
orders and timely payments from brands
as obstacles to paying workers. Domestic
tripartite collective bargaining mechanisms
proved ineffective where production and
employment is dependent on the actions
of international brands. But, none of the
governments made any effort to hold brands
responsible for abandonment in the face
of need or initiated any process for legal
accountability of brands.

Lack Of Regulation
Perpetuates Wage Theft

The lack of regulation in global apparel
supply chains, that perpetuates the extreme
exploitation of garment workers in the
Global South, has been at the forefront of
global discourse much before the onset of
the pandemic. Voluntary codes of conduct
of brands, and auditing mechanisms,
that have prevailed for many years as the
sole regulatory mechanisms, have been
discredited. Rather, several measures that
focus on corporate accountability for labour
and human rights violations in global supply
chains have gained traction.

This includes the OECD Guidelines for
Multinational Enterprises,* and the 2011
United Nations Guiding Principles for
Business and Human Rights (or Ruggie
Principles).®' Following the Rana Plaza
disaster in 2013, the UN Human Rights
Council adopted a resolution to work
towards a legally binding instrument to
regulate transnational corporations with
respect to human rights.3? This was followed
by the International Labour Conference,
in 2016, which resulted in a resolution to
review current ILO standards, and consider
guidance, programmes, measures, initiatives
or standards for achieving decent work
in global supply chains.®®* The building of
global momentum towards mandatory
and enforceable legislation to establish
corporate accountability is reflected in
the due diligence laws enacted by several
European governments, leading to the
proposed comprehensive and mandatory
due diligence legislation by the European
union.3*

These international initiatives articulate
certain principles as key factors for ensuring
justice and fairness in global supply
chains. First, they emphasise collaboration
between different actors in global supply
chains, including brands, their suppliers,
and workers’ unions. Second, it stresses
on the importance of cost sharing between
different stakeholders, with brands paying
for the cost of decent labour standards
and environmental protection, rather
than outsourcing the costs to production
countries, suppliers and ultimately workers
and vulnerable communities. Third, it exhorts
brands to compensate for jurisdictional and
governance weaknessesinterms of workeror
environment protection laws, and prevailing
norms that perpetuate labour and human
rights violations in production countries.
However, these principles remained
aspirational evenin the pre-recession period,
allowing brands to remain unaccountable
to workers in their supply chains. Brands



have utilised the acute power asymmetries
in global apparel supply chains to drive
their extremely profitable business models
based on deeply entrenched management
practices that embody the very opposite
values. The recession led to an extreme
escalation of these management practices,
which include, unilateral actions by brands
without consulting suppliers or workers’
unions, outsourcing of costs to suppliers
and workers, and leveraging of jurisdictional
and governance weaknesses in production
countries to further drive down costs and
evade bare minimum responsibilities towards
workers.

During the recession, brands engaged in
aggressive actions based on these practices
to preserve their colossal past profits and
minimise any reduction in profits during the
recession. These actions, in turn, resulted
in cascading effects on the employment
practices of their suppliers towards
workers in their supply chains. Brands
imposed unilateral decisions such as order
cancellations without payment to suppliers,
and used their leverage to demand shorter
lead times, delayed payments, and deep
discounts from suppliers. They exhibited
a total disregard for basic justice and
fairness in their supply chains - forcing
Asian suppliers to pass on costs to workers
- by engaging in overnight and illegal
terminations without payment of termination
benefits, layoffs without payment of wages,
and other practices that resulted in extreme
wage theft for workers. As a result, workers’
wages through the practice of extreme
wage theft, subsidised not only the impact
of financial losses on suppliers, but also the
stabilisation and recovery of brand profits
during the pandemic-induced recession.
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Methodology

The Asia Floor Wage Alliance (AFWA) joined
with garment workers’ unions across six
major garment production countries in Asia to
study the impact of the Covid-19 pandemic-
induced recession and resultant actions of
global apparel brands on the employment
relationships of, and consequent wage theft
experienced by, garment workers employed in
the supplier factories of these brands.

Research Objectives

e« Document, analyse and report the extent
and forms of wage theft experienced by
garment workers employed in the supply
chains of major global apparel brands
during the Covid-19 pandemic-induced
recession in 2020.

o Develop a theoretical typology of forms of
managerial power and wage theft in global
garment supply chains.

« Recommend strategies for strengthening
the governance of global garment supply
chains to prevent the harmful actions of
brands that lead to extreme wage theft
and human rights violations of garment
workers.

e Propose a pathway towards transformative
shifts in global garment supply chains that
enable the re-distribution of power and
profits captured by brands to workers,
suppliers and production countries.

Research Questions

The study focused on four central research

questions:

e What were the adverse shifts in the
employment relationships of garment
workers employedinthe supplierfactories
of major global apparel brands as a result
of the pandemic-induced recession?

e What was the extent and forms of wage
theft experienced by garment workers
as a result of the adverse shifts in their
employment relationships?

« What was the impact of wage theft on
garment workers and their households’
access to basic human rights and a
minimum standard of living?

« What were the coping strategies
employed by garment workers to tide
over the crisis, and its short and long-
term consequences on workers and their
households?

Sampling

Sample Size

The study was conducted among:

2185 garment workers employed; across

189 factories; located in

6 countries — Sri Lanka, Pakistan, Indonesia,
India, Cambodia and Bangladesh; where

15 major brands source their garments

1



Table 2.1: No. of factories and workers surveyed across 6

countries

Country y:égries \I;lV%rﬁLI’S
Bangladesh 21 271
Cambodia 24 294
India 55 433
Indonesia 28 390
Pakistan 50 605
Sri Lanka N 192
Total 189 2185
Sampling Method

A two-stage random sampling method was
used to ensure the representation of the
overall garment worker population across
surveyed countries:

e Inthe first stage, factories were identified
and a representative sample was drawn
for the identified factories.

e In the second stage, the number of
workers to be sampled for each factory
was drawn proportionate to the factory
size.

The selection of factories, and further
selection of workers was done in a phased
manner. Both factories and workers were
chosen based on definite inclusion criteria,
to ensure the representativeness of the
sample, as summarised below.

Selection Of Factories

Factories where
experiencing wage

workers reported
theft due to the

pandemic-induced recession in 2020, were
selected by trade unions in the respective
countries.

Theinclusion criteria for selection of factories
were as follows:

e Factory is national

legislation.

registered under

e Factory is operating in the supply chains
of selected global apparel brands as a
Tier 1 supplier.

o Factories are present across major
garment clusters in the respective
countries, which are considered as the
centres of garment manufacturing.

Selection Of Workers

The choice of factories satisfying the above-
mentioned criteria forms the sampling frame.
Workers were selected from these factories
based on their accessibility through trade
unions. The selection of factories in all the
countries followed a replacement sampling
procedure, which allows the replacement of
the selected factory if workers cannot be
reached.

The inclusion criteria for selection of workers
were as follows:

e They were employed in the garment
factory for at least twelve months prior
to the period of data collection. In other
words, they were employed in the factory
in the period prior to the pandemic-
induced recession.

e Proportionate representation based
on gender, employment contract type,
different departments and job roles in
the factory was ensured to the extent
possible.

Details Of Sampling

The sample comprises workers employed in
Tier 1 export factories operating in the supply
chains of major global apparel brands, with
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relatively better employment conditions as
compared to informal, sub-contracted units,
or home-based workers. Factories have been
verified as supplying to major brands based
on both the supplier lists of those brands
(where publicly available) and reporting by
workers and trade unions.

The sample, in most countries, is over-
represented by unionised and regular
workers, who have relatively more secure
employment, wages and benefits, as
compared to non-unionised and contractual
or casual workers.

As a result, the study under-estimates the
wage theft experienced by garment workers
and its human rights impact. By presenting
the extent and severity of the crisis facing
workers who fare relatively better, the study
hints at the real magnitude of the crisis
facing the majority of garment workers who
are in more insecure forms of employment.

The specific limitations and details of the
sampling in each country is summarised in
the respective chapters.

Note: Data collection in Bangladesh was
conducted within a short time period (May
2021) during a total, nationwide lockdown.
As a result, the sample of workers from
Bangladesh include workers who were
easily accessible to trade unions during
the lockdown - focusing on trade union
members who were removed from their
jobs, particularly in November-December
2020. The findings have been presented
in a special chapter focusing on the unfair
dismissals of garment workers and resultant
wage theft in Bangladesh.

Collaboration With Trade
Unions

The data collection for this study was
conducted in collaboration with 23 trade
unions and labour organizations across the
6 countries, who have a strong presence

among workers employed in supplier
factories of major global apparel brands.
Trade union representatives identified
factories and workers, and administered
different data collection tools for the purpose
of the study.

Trade unions faced immense challenges
in documenting the conditions of workers
during the pandemic, due to:

» Silencing and repression of workers, who
were afraid of losing their employment if
they reported violations in their factories.

e Increasing threats to trade unions and
freedom of association in the context of
the pandemic.

e Challenges in reaching out to workers
who had left the industrial clusters and
returned to their villages as they lost jobs
and wages.

e Reduced accessibility to industrial zones
asinfectionratesincreased, andlockdown
restrictions made transportation and
access extremely difficult.

Classification Of Time
Periods

The data was collected for different time
periods across the year of 2020. The data
has been classified into two broad periods in
all countries:

e Pre-recession period: The months
of January and February 2020 are
considered the pre-recession period,
as garment workers were not yet
experiencing employment loss or wage
theft related to the pandemic-induced
recession.

e Pandemic-induced recession period:
There was a pandemic recession from
March to December 2020, where workers
experienced employment loss and wage
theft.

13



The data from the pre-recession period
has been considered as the reference for
calculating shifts in key variables during the
pandemic-induced recession period.

In South Asian countries, where there were
specific government-imposed lockdowns
which impacted garment manufacturing,
the pandemic-induced recession period has
been further classified into different time
periods based on relevant factors in each
country, as detailed in the specific chapters.
Several months in the pandemic-induced
recession period have been grouped
together for data collection, analysis and
reporting as they had fairly similar situations
in terms of employment loss and wage theft.
In Southeast Asian countries, there were no
specific periods of total lockdowns imposed
by the government. As a result, the data has
been collected, analysed and reported for
each month during the pandemic-induced
recession period.

For the purpose of keeping the language
used to present the findings simple and
accessible, the pre-recession period has
been referred to as pre-Covid-19 period,
and the pandemic-induced recession period
has been referred to as the Covid-19 period
throughout the chapters.

Sources Of Data

e The primary respondents of the study
and the basic unit of analysis are garment
workers employed in export-oriented
factories supplying to major global
apparel brands, and workers’ households.

e In addition to this, trade unions were
interviewed to create profiles on the
situation of total workforce and overall
conditions in the selected factories,
beyond the workers selected for the
sample.

e Secondary sources, including aggregates
of national level trade statistics and

national level micro-data has been
used for setting the context on how
the Covid-19 pandemic impacted the
industry.

Tools For Data Collection

1. Structured interview schedule was
administered to workers from selected
factories to collect data on:

e Demographic details of worker: Gender,
age, migration status, religion, and other
relevant social identity markers.

e Employment status, wages and benefits:

o Employment status: Layoffs or
terminations experienced by workers
across 2020.

o Lossin Work Days: Number of working
days and layoffs per month.

o Wages and Benefits: Total monthly
earnings, and other benefits such as
bonus and social security payments.

o Overtime Work and Payment: Number
of hours of overtime and overtime
payment per hour.

e Consumption and indebtedness:

o Monthly Consumption Expenditure:
Monthly  household consumption
expenditure on selected items.

o Indebtedness: Cumulative monthly
debt at the household level

e Household profile of the Worker: Details
of other members of the household,
employment status and wages.

2.Factory profile schedule was administered
to trade unions with a strong presence in
the selected factories to triangulate the
data collected from workers selected for
the sample, and collect additional data on
the total workforce and overall conditions in
each selected factory:
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e Total workforce in the factory 3.In-depth qualitative interviews and Focus

Group Discussions (FGDs) were conducted

with selected workers to capture anecdotal

information and further substantiate and

« Working conditions and facilities in the  €laborate on the objective data collected

factory through the structured interview and factory
profile schedules.

o Shifts in the employment status of the
total factory workforce

e Impact of Covid-19 pandemic and _ .
resultant actions of global apparel brands ~ The names of interviewed workers have

on the operations of the factory. been replaced with pseudonyms to preserve
their anonymity and privacy.

Summary Of Key Concepts And Variables

Table 2.2: Summary of key concepts and variables

Concept — . .
. bt/ Description of Variables and Calculations
Variables
Wages paid to workers on a monthly basis.
It includes the total earnings of worker on a monthly basis, including
Wages overtime payment and incentives, and is not restricted to basic pay.

Average or median monthly wages have been calculated based on the
requirements of each chapter.

The difference in wages calculated for each month in the pandemic-
induced recession period (March to December 2020) from the pre-
recession wages (January to February 2020).

% Wage Theft
g % Wage The ﬁ' _ (Prg recession wages — Wages of a month) %100

Prerecession Wages

Actual Wage Theft is the cumulative figure of difference in wages for
each month in the pandemic-induced recession period from the pre-
recession monthly wages.

Actual Wage 12
Theft Actual Wage Theft = Z (M - !—l)
i=Jan—F eb

M — Pre recession monthly wages; pn— monthly wages

Annual or festive bonus payment made to the worker based on the

Bonus . . . .
legislations or customary practices of the respective country.
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Actual Bonus
Theft

Actual Bonus Theft is the cumulative figure of difference in bonus due
to each worker based on the respective country’s customary practice or
legislations and actual bonus received.

Actual Bonus Theft= %"B — 3

B — Bonus due, [ — bonus paid

Note: Bonus owed to workers has not been calculated for Pakistan and Cambodia as
there is no customary practice of paying a specific amount annually to workers bonus
payment. Rather it is dependent on several other factors due to which workers receive
varied bonus amounts. It has not been calculated for Bangladesh due to limited data
collection.

A simple sample weight driven estimation process for wage theft has
been followed to extrapolate wage theft to the total workforce across
surveyed factories. The estimation process for the wage theft measure
involves using sampling weights at each factory which is adjusted for
mean sampling errors and other data values. The sampling weights for
factories were adjusted to the lowest figure to account for estimation bias.
The drawback of the estimation method used here is underestimation,
by virtue of the method, sampling weights, and nature of the sample.

Wage Theft
Estimates
m=%ﬂzx—m+%H;B—m
12 2
w— Wage Theft, p-Sample Size . P— Sample Frame at Factory
X = Pre recession Wages ¥ — monthlv wages, B = Bonus due, [ = bonus peid

Note: Wage theft estimates have not been calculated for Bangladesh due to limited

data collection.

Wage theft per factory is calculated as the weighted average of the

Wage theft estimates, weighted to the size of workforce.

W= 2 Wi Xij
ZWi
Wage Theft
Estimates per .
P W - Wage theft estimates per factory

Factory

Wi - Weight for nth term

Xi - Value of nth term

2 Wi - Sum of all weights

Average hourly wages of the workers calculated as follows
Hourly Wages Hourly wages = w/(d*h)

- Monthly Wages, d - days of work in the month, h - hours of work in a day
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% Loss in Work
Days

The differencein days of work calculated for each month in the pandemic-
induced recession period (March to December 2020) from the days of
work in the pre-recession period (January to February 2020)

% of Work Days Lost =

Days of work in Pre recession period-Days of work in a monthy 100
Davs of wark in Pre recession period

Trend in Number
of Work Days

Average number of work days available to workers on a monthly basis.

Total
Consumption
Expenditure

Monthly expenditure on a basic consumption requirement of Food,
Accommodation, Education, Health Care, Travel, Leisure, Socio-cultural
aspects (including expenditure on festivals, weddings and other social
events).

Taval Conswumption ¥ {food + accomodation + education + lealth care + travel + leisure + socio culiwral expevizes)
Note: In the case of single migrant workers living away from their families, the total
consumption includes monthly consumption expenditure incurred by the single migrant

worker and the monthly remittances sent by the worker to their family.

Debt

Debt is captured as the monthly debt incurred by the worker.

Trend in Debt

Trend in Debt is represented as cumulative sum across each month for
the worker

% Increase in
Debt

The difference in cumulative debt calculated for the year 2020 from the
debt in pre-recession period (January to February 2020). The cumulative
debt in 2020 includes all 12 months of 2020. Debt in pre-recession
months include the cumulative debt in January and February 2020.

. Cumularive debr of 2020—Debr in pre recession months
% Increase in Debt = ( debi of e e ) % 100

Debr in Pre recession period

Share of Wage in
Consumption

Ratio of Monthly Wage to the Total Monthly Consumption

. . Monthly Wages .
= 100
Share of Wages in Consumption = | Total Monthly Consumption ]

Share of Debt in
Consumption

Ratio of Monthly Debt incurred to the Total Monthly Consumption

x 100

Share of Debt in Consumption = | Monthly Debt —
Total Monthly Consumption

Household
Income

The household income is the cumulative income across each worker
household comprising of income of family members and any other
subsidiary income.
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Poverty Line

Poverty line is calculated as monthly household level poverty line based
on the poverty line figures reported by World bank based on different
income levels of countries in PPP USD.

Poverty Line = Yxjxfxqx (2£) 3

Y — World bank poverty line at PPP USD,
i = PPP Camersion factor for Private goads consumpiion at 2011 prices
F = family size from primary survey
i — infleation factor caleulated based on CPT figwres for each country

A — current exchange rate for local civvency to USD

% Workers
pushed below
International
Poverty Line

The percentage of workers pushed below international poverty line is
calculated for the peak Covid-19 period for each country or apparel
brand:

% Workers pushed below International Poverty Line =

Count of Workers with W ages less than International Poverty Line 100
T otal Number of Workers

AFWA Living
Wage

AFWA living wage in USD is calculated based on the AFWA living wage
figures for 2020

Living Wage in USD = AF WA Living Wage in Local Currency Units=3

A — eurrent exchange rate for local ewrrency to USD

Structure Of Analysis

The data on extent and forms of wage theft,
and its impact on consumption levels and
indebtedness of workers’ households has
been presented through:

o Country level analysis: Extent and forms
of wage theft and its impact on garment
workers and their households in different
countries has been analysed.

» Inter-country and Asia-regional analysis:
The findings at the country level are
compared, and the different forms of

wage theft prevalent across countries
have been used to formulate a typology of
managerial power and resultant wage theft
at the regional level.

Brand level analysis: The extent and forms
of wage theft experienced by garment
workers in the supplier factories of major
global apparel brands at the Asia-regional
and country levels has been analysed and
placed in context of the revenues of the
brands.
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Chapter Highlights

 96% of the workers experienced employment shocks either in the form of
layoffs (76%) or termination (20%). 85% of the terminated workers did not

receive full severance benefits.

e Though the levels of monthly debt per worker was relatively low at 6 USD in
the pre-pandemic period, it had risen to around 15-17 USD per month from
April, with this level persisting throughout the rest of 2020.

e Garment workers, most of whom are migrants, cut down personal
consumption and incurred debt to send remittances as it is the most
important source of income for their families.

e There is arise in distress-driven employment in families of garment workers,
with 15% reporting that, after May 2020, at least one additional member
of their immediate family — mostly young men aged between 17-22 years
— had to abandon their formal education and enter low-wage informal
employment to help their families repay existing debt and to ensure that
household income meets at least basic needs of food and rent.

o 78% of the workers were pushed below the international poverty line of the
World Bank (measured at 3.2 USD PPP) between March and May, 2020.

Section 1: Introduction

SriLankais the only Asian garment producing
country where a nationwide outbreak of
Covid-19 was directly linked to the working
and living conditions of garment workers
producing for global apparel brands. Sri
Lanka experienced two major waves of
Covid-19 in 2020, first between March and
October 2020, and then from October 2020.

While workers suffered layoffs and
terminations in the first Covid-19 wave,
the second wave started in Brandix Lanka
Ltd at Minuwangoda, where more than
1000 workers tested positive for Covid-
19." Workers reported severe ostracisation,
physical violence and mistreatment from the
government and military, as they and their
families, including pregnant women and
children, were taken to quarantine centres

late at night, in some cases against their will,
and were treated as “criminals rather than as
patients.”?

The Sri Lankan apparel industry is one of the
most significant contributors to the country’s
economy and the primary foreign exchange
earner. The industry contributes around 7%
of the GDP and 46% of the total exports. The
apparel industry also directly employs more
than 350,000 people, which is approximately
15% of the country’s total workforce.®

The SriLankan apparelindustry grew steadily
since the 1980s but rising competition from
other Asian production countries after
phasing out of the Multi-Fibre Agreement
from 2005 and the temporary suspension
of trade preferences by the EU had led to
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a slowdown.* As a strategic response, the
industry focused on a smaller range of
design-intensive, value-added garments
like women’s lingerie and swimwear, and
rebranded Sri Lanka as a site for ethically
responsible apparel production.®> However,
much of this applies to the regular workforce
that has been dwindling as suppliers
increasingly resorted to contractual workers
hired through manpower/recruitment
agencies.® Sri Lanka also has some of the
lowest minimum wage rates for garment
workers in Asia,” which leaves workers
extremely vulnerable to shocks like Covid-19.

The Covid-19-related crisis in the garment
industry began in early 2020 in the form of
shortage of raw materials imported from
China. This disrupted delivery schedules, and
brands penalised suppliers for delays. Once
the Covid-19 crisis spread to Europe, order
cancellations, severe delays in payment
for existing orders and retroactive price
reductions for goods already in production
coupled with lockdown within the nation
pushed the industry into a much deeper
crisis. Though Sri Lanka quickly emerged as
one of the leading producers of PPE kits in
the world,? it was not a viable alternative to
apparel production.

The cost of the Covid-19 crisis was passed
on to workers by suppliers and brands, with
trainees™ and manpower workers suffering
high levels of termination between April and
May, 2020. When factories reopened at less-
than-full capacity with higher production
targets per worker, the suppliers ignored
health and safety standards, leading to
Covid-19 clusters being formed within the
Free Trade Zones (FTZs) where garment

*

Trainees are workers with less than 6 months’ experience
in a factory. Manpower workers are workers who are not directly
hired by the factory they work for but are hired by third party agents
or sub-contractors. Manpower workers are not given a contract
letter either by the company they work for or the manpower
agency. They generally receive low wages, lack access to social
protection and face substantial obstacles in joining a trade union.

factories are situated. The brutal treatment
of garment workers in Covid-19 quarantine
centres, in particular migrants, led to high
levels of fear, depression, and anxiety.
Workers terminated or laid off due to the
Brandix outbreak have still not been able
to recover lost wages, with many reporting
that they sold assets, in particular jewellery,
to meet basic needs. Migrant workers,
who are the backbone of the Sri Lankan
apparel industry, were severely affected
by this outbreak as they lost jobs, were
unable to return home and could not access
government relief programs due to their
status as migrants.

section 2: The Methodology
In Brief

1. Sampling

AFWA conducted a survey of 192 workers
from 11 garment factories in Sri Lanka located
in 3 Free Trade Zones (FTZs), namely the
Katunayake FTZ, the Biyagama FTZ and the
Koggala FTZ, which are the largest garment-
producing hubs in the country. The average
size of selected factories is given in Figure
3.1, and the details of workers surveyed are
provided on Page 22.

Figure 3.1: Classification of the selected factories according to
the size of the workforce
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Details of Workers Surveyed

T Number of Factories

11

Male

d

28%

Female

72%

192

Total Workers

Experience
1-3 Years
Migrants
4-6 Years (Internal)
80%

7-9 Years

10-12 Years

F

25 30 35 40

Non-Migrants
19-28 20%
29-38
39-48
49-58
59-68 Nature of Employment
0 10 20 30 40 50

Age

0,
12%
0
3%
Trainee Workers
Education
lliterate
Below Primary
Education
Primary Education
Junior Secondary o
Senior Secondary 8 5 A)
Regular/Permanent
Certificate/DipIoma Workers

30 40

Source : Primary data, n = 192



2. Limitations Of Sampling

e There is an under-representation of
manpower workers in the sample.

Many manpower workers were terminated
after the first Covid-19 wave and had moved
out of the boarding houses (worker hostels)
within the FTZs. This made tracing these
workers difficult for the trade unions. This
also implies that terminated workers may be
under-represented in our sample.

To bridge this gap, targeted interviews
were conducted with workers, in particular
manpower workers, who approached trade
unions with cases of illegal termination or loss

Figure 3.2: Classification of time periods, 2020

Pre Covid-19 ‘ .

January - February

Total Covid-19 Lockdown

(First wave of Covid-19)

March - May

Partial Covid-19 Lockdown/
Limited Recovery
June-September .

Covid-19 Curfew

(Second wave of Covid-19)
October-December

of jobs as a result of factory closure, without
payment of legally mandated compensations.

3. Classification Of Time
Periods, 2020

Our survey has measured variables across four
time periods, based on the implementation of
Covid-19 lockdown restrictions in Sri Lanka.
The graphs also show variables across
these time periods. However, in order to
fully capture the crisis during the Covid-19
national lockdown period, data was collected
separately for March-April, the peak of
the lockdown, and May when lockdown
restrictions were gradually removed and
production resumed.

Garment suppliers started being slowly
affected by the shortage of Chinese raw
materials (notably fabric).

Rise in Covid-19 cases, and a nationwide lockdown
is imposed from March 20th to April 27th, forcing
factories to stop all operations.

PPE production begins in some garment factories.

Gradual reopening of garment factories begins in
May as lockdown restrictions were relaxed.

Complete lifting of Covid-19 restrictions by
June end.

Steady increase in garment production.

Brandix Covid-19 outbreak leads to 1000s
of garment workers getting infected with
Covid-19, forcing some garment factories to
shut down temporarily.

Covid-19 curfew zones were introduced
across several districts. However, there was no
nationwide lockdown during this period.
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section 3: Covid-19 And The
Export-Oriented Garment
Industry In Sri Lanka

1.How Did Covid-19
Affect Sri Lanka’s Garment
Exports?

Garment exports from Sri Lanka have been
consistently growing over the past five
years. This trend suffered a setback in 2020
as exports declined by 18% from 5.2 billion
USD in 2019 to 4.3 billion USD in 2020 (Figure
3.3). SriLanka is largely dependent on China
for raw materials and the initial outbreak of
Covid-19 in China affected garment exports,
causing a decline of around 3-4% in the
beginning of 2020.

The sharpest decline was observed in April
and May where exports decreased by 46%
and 69%, respectively, compared to 2019.
Though this coincided with the nationwide
lockdown, the loss was largely driven by
order cancellations, suspension of payments
and demand for discounts by brands that
left suppliers with limited funds to continue
operations and pay workers.® Though export
picked up from June, it did not recover
to 2019 levels, except for a brief period
in September. Sri Lanka saw the poorest
recovery in apparel exports in 2020 among
countries surveyed in this study, primarily
due to the impact of the Brandix Covid-19
outbreak on garment exports.

2. What Did The Sri

Lankan Government Do
For Garment Workers?

Though the government announced a one-
time support of 5000 LKR (25 USD) as

Figure 3.3: Trend in RMG exports from Sri Lanka - 2019 vs 2020
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Covid-19 relief during the Covid-19 national
lockdown (March-April), many migrant
workers in FTZs who were unable to return
to their native villages were not able to
access it as the scheme was linked to the
possession of local identity cards. Factories
reopened in May, and based on tripartite
consultations regarding wage payment,
the government instructed that half the
salary or 14500 LKR (75 USD), whichever is
higher, must be paid to all those who were
not working, including terminated and laid-
off workers. The government also gave
support in working capital at 4% interest
to the garment companies for payment of
salaries.’”

Additionally, the  National Covid-19
Task Force and the Ministry of Health
issued health and safety protocols to be
followed in factories that reopened.
While this was strictly followed initially, the
lack of coordination with the Department
of Labour that usually investigates labour-
related issues made health inspections
less effective Along with the general
lifting of Covid-19 protocols in August and
September, this led to the eventual outbreak
of the Covid-19 cluster at the Brandix
garment factory in Minuwangoda and the
second Covid-19 wave in Sri Lanka.
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3. How Did Sri Lanka’s
Suppliers React To The
Covid-19 Crisis?

In May, 2020, the Sri Lankan government
established a Covid-19 tripartite taskforce to
protecttheinterest of workers and employers
through social dialogue during the Covid-19
period. This tripartite arrangement in Sri
Lanka was partially able to check suppliers,
from passing the burden disproportionately
to workers, at least during the initial months
of the Covid-19 crisis. However, the benefits
of the wage agreement mostly accrued
to regular workers. As suppliers could not
shift the burden of the crisis to regular
workers, they engaged in mass termination
of manpower workers and trainees, who
constitute up to 40% of the workforce
in some of the factories included in this
survey. While trainees did not receive any
termination benefits, many manpower
workers did not receive full legally mandated
severance payments. Some factories also
engaged in increasing production targets up
to 50% after the first Covid-19 wave in order
to force workers to voluntarily resign.

Moreover, though testing of body
temperature, face masks, and physical
distancing were made mandatory in factories
during the first Covid-19 wave, boarding
facilitiesin FTZs as well as crowded transport
arrangements to the factories fell outside
the purview of these health regulations,
which put garment workers at significant
risk. Garment workers share small, crowded
rooms in groups of 4-5 in the boarding
facilities in FTZs, with 100-150 workers
sharing toilets and bathrooms. Many workers
claim that poor living conditions within the
boarding houses in the FTZ also played a
crucial role in the spread of the second wave
of Covid-19.

Section 4: Hyper-
Exploitation 0f Labour
Through Wage Theft

1. Wage Theft Estimates

Wage theft was the predominant feature of
the Covid-19 crisis for garment workers in Sri
Lanka, with our survey estimates indicating
that 14,650 garment workers across 11
factories were denied 9.42 million USD as
wages due to order cancellations, non-
payment, and other irresponsible practices
by brands during the pandemic. Even
though wage theft peaked in April 2020,
workers consistently experienced wage
theft throughout the year and well into 2021,
with no real sign of recovery (Figure 3.4).

Extent of Wage Theft

* 94% of workers surveyed
reported that they had
experienced wage theft during
the pandemic.

« Workers reported an overall
wage theft of 23% in 2020, with
a very sharp decline in wages
by 39% in April.

« Wages did not recover to
the pre-pandemic levels in
2020 as workers continued
to experience wage theft of
around 27 % during November-
December.
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Wage Theft Figures

11 192

Factories surveyed Workers surveyed

For surveyed workers

68,913 24,234 5,945

Actual wage theft Actual bonus theft Actual wage theft per
(USD) (USD) factory (USD)

Wage theft estimates

14,650 9.42 Million

Total number of workers Wage theft across surveyed factories
across surveyed factories (USD)

2 Million 1.38 Million

Bonus theft across surveyed  Average wage theft per
factories (USD) factory (USD)

26



Figure 3.4: Wage theft estimates, 2020
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2. Pre-Existing Inequalities
As A Fertile Ground For
Covid-19 Wage Theft

Wages and working conditions are shaped by
pre-existing inequalities in the labour market
in the form of gender, age and contractual
status. During the pre-pandemic period,
brands took advantage of these disparities
to systematically underpay vulnerable
segments of the workforce and flexibilise
employment relations.

Among women, 17% are manpower/trainee
workers while only 8% men are manpower/
trainee workers, indicating the higher
prevalence of women in insecure forms
of employment. Manpower workers and
trainees like Kalani form an extremely
disadvantaged group of workers as they earn
lower wages than regular workers and have
limited access to social security benefits
and employment security. Thus, the double
burden of job insecurity and patriarchal
norms accentuated the precarity of women
garment workers during the Covid-19 crisis.

(49

“My factory temporarily closed during the
Covid-19 lockdown in March. In April,
when the factory reopened, workers like
me who had just six months of experience
in the factory were terminated. We
were asked to sign on blank papers by
the management. If we refused to accept
the termination, they asked us to stitch
100 pieces an hour, double of what we
produced in February. They knew it was
humanly impossible to stitch 100 pieces per
hour - it was a tactic to force us to resign.
No one could handle the work pressure,
and the constant slut shaming and verbal
abuse from the supervisors — we all were
forced to accept the termination. In May,
I registered myself in a manpower agency
but the work was irregular and I was hardly
earning 7000 LKR (36 USD) a month. I
thought of returning to my village but my
parents, who are agricultural labourers,
were in deep poverty themselves, and I
did not want to burden them. Sometimes,
[ don'’t eat in the night, just to save some
money to send home. Being a migrant, |
could not access Covid-19 relief schemes,
including the 5000 LKR (26 USD) provided
by the government to workers who lost
their income. [ know of garment workers
who are engaging in sexual bribery, just
to keep their jobs after the Covid-19
lockdown. I myself contemplated being
a sex worker once, especially when I did
not have money to buy dinner for two
consecutive days. But I got scared. Maybe
if [ don’t find any regular work, I might
have no other way than to do it - just to
survive.”

- Kalani, a 22-year-old garment worker who
worked at a US Polo supplier factory

3
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Gender Pay Gap

o The hourly gender pay gap that existed
in the pre-pandemic period continued
during the pandemic period, with male
workers earning about 10% more than
female workers throughout the year.

o However, during the Covid-19 national
lockdown period (March-May, 2020), the
monthly wages of women were higher
than that of men, with women earning
94 USD as opposed to men who earned
only 78 USD (Figure 3.5). This is because,
during these months, women workers
continued to be employed at low wage
rates for extremely long hours in order to
produce Personal Protective Equipment
(PPE) while men were mostly laid off.
Once garment production resumed from
mid-May, the monthly gender wage gap
started going back to pre-pandemic
levels. However, wages of men and
women remained below pre-pandemic
levels throughout the rest of 2020, with
women facing a higher fall in wages.

Figure 3.5: Trend in monthly wages by gender, 2020

== Female === Male

200

150

Monthly wages in USD

100 /- ——

50 | | | | |

vty _ppt way per pel
‘J’Feb‘ \"\a‘c\’\ a e_septe‘“ xo‘oe(—DeCem
oc

yanud Jun

Source: Primary data, n = 192

Proliferation Of Precarious Work

In the pre-pandemic period there was a
significant gap (51 USD) between the monthly
wages of manpower workers and regular

workers, with manpower workers earning
only 104 USD while regular workers earned
155 USD (Figure 3.6). This is despite the fact
that manpower workers and regular workers
are engaged in similar tasks and work for
almost the same hours.

« After the second wave
of Covid-19 began in
October, there was a
general fall in wages
for both regular and
manpower workers,
with the wages of
regular wages being
reduced to almost the
pre-pandemic wages of
manpower workers.

While the monthly wages of both manpower
andregular workers fell from March 2020, the
gap between them declined by the end of the
year, with regular workers earning 111 USD
while manpower workers earned around 84
USD. This is because after the second wave
of Covid-19 began in October there was
a general fall in the wages of both regular
and manpower workers, with the wages of
regular workers being reduced to almost the
pre-pandemic wages of manpower workers.
Hence, manpower workers suffered an
average wage loss of only 18% for 2020
while regular workers experienced a much
slower recovery, with the average wage loss
remaining around 26% for 2020.

e 81% of manpower/trainee workers
experienced wage loss, compared to
97% of regular workers.

The sharpest dip in wages was observed
in April  when manpower workers
experienced a wage loss of over 80%
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while regular workers lost only 34% of
the wages. Most manpower workers who
were either terminated or laid off during
the Covid-19 lockdown period did not
have any access to layoff compensation
or severance benefits, unlike regular
workers who had more access to both.

Figure 3.6: Trend in monthly wages by contract type, 2020
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3. Forms Of Covid-19
Wage Theft

Wage theft is endemic in global garment
supply chains due to power asymmetry
between brands, suppliers, and workers.
Brands force suppliers to drive down
production costs and suppliers in turn pass
this down to workers through various forms
of wage theft. The Covid-19 pandemic
witnessed an escalation of wage theft in Sri
Lanka, such as: (A) layoff and termination
withoutlegal duesand benefits; (B) underpaid
or unpaid overtime; and (C) bonus theft.

(49

“I was first laid off by the factory between
March and early June, during the first
Covid-19 lockdown. When the factory
reopened, while workers with less than
6 months experience were terminated,
workers with 4-5 years of experience,
like me, were shifted to new departments
and the production targets were almost
doubled. Supervisors and managers also
engaged in constant verbal harassment,
calling us ‘whores’ and ‘bitches.” The work
environment was terrible and no one
could complete these targets. We were all
terminated by September. I only received
part of my severance benefits in September
and was promised that the remaining
will be paid to me within 3 months. Even
after 6 months, I have not received it. In
October, I registered myself in a manpower
agency but I was unable to find work as
factories were no longer hiring manpower
workers. [ also tried to stitch and sell
clothes from my house at that time, but
it failed miserably, as I could not travel
to the market due to the Covid-19 travel
restrictions. My sister, who is pregnant,
also lost her job at the same time, and
she is unable to find work as manpower
agencies refuse to enrol pregnant women.
[ have pawned both my sister’s and my
gold jewellery to pay for rent and to
send remittances to my parents who are
agricultural workers. We don’t want to
return to our village as we know there are
no job opportunities there.”

-Prisha, 33-year-old garment worker who
worked at a Levi Strauss & Co supplier factory

b )
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e 96% of the workers
experienced employment
shocks either in the
form of layoffs (76%) or
termination (20%) (Figure
3.7). 85% of terminated
workers did not receive
full severance benefits.

e On an average workers lost
21% of their work days in
2020.

A.Layoffs And Terminations

Some workers, as seen in the case
of Prisha, faced both layoffs and
termination, with a few working days in
July and August when production picked
up pace with the relaxation of Covid-19
restrictions.

At the peak of the Covid-19 national
lockdown, 95% of the respondents
were laid off in April and 87% of the
respondents still had no job in May (Figure
3.8). Though the trend in layoffs declined
to 27% between June and September,
it subsequently climbed to 35% during
the second wave of Covid-19 between
October and December.

Around 83% of the regular workers were
laid off at some point in 2020 and around
13% were terminated. However, around
30% manpower workers were laid off,
while 60% of the manpower workers were
terminated.

Figure 3.7: Employment status, 2020
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Figure 3.8: Trend in percentage of workers laid off, 2020
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B.Unpaid And Underpaid Overtime

(49

“Although the factory shut down due to
the Covid-19 lockdown only by the last
week of April, workers were not paid for
the entire month of April, even if we had
worked overtime every week. We also
did not receive our bonus that month. In
mid-May, when a worker in my boarding
house tested positive for Covid-19, the
factory forced me to go on unpaid leave for
3 weeks. While the government provided
5000 LKR (26 USD) at that time, it was
a quarter of what [ would have earned
had I worked those weeks. Since June, I
have been asked to do unpaid overtime
for at least 2-3 hours a week. In October,
even when workers were informing the
management that they were unwell and
having fever, the management forced
them to work - this led to the spread of
Covid-19 in the factory, with almost 600
workers contracting the virus. [ have never
seen such tough times in my 9 years in this
industry. I have been buying food on credit
since April so that I can save some cash to
send to my family. In July, I also pawned
the only gold necklace I have. My husband
has been sick and bed-ridden for the past
6 months and I have a three-year-old son
in my village, so I have to send money
to them regularly. Even if I go hungry, I
do not want to see my child go hungry.
At least, if the company paid us for our
overtime work, life would not have been

this difficult.”

- Eromi, 29-year-old garment worker who
works at a NEXT supplier factory

3

Unpaid or underpaid overtime work is one
of the main practices through which wage
theft is operationalised. According to Sri
Lanka’s labour laws, employers are required
to pay 1.5 times the regular hourly rate for
overtime work performed. However, no
worker in our survey was paid for overtime
at the legally mandated rate even during the
pre-pandemic period.

« After the Covid-19 lockdown
started, workers reported
two trends with regard to
payment of overtime:

1. Underpayment of overtime,
with workers working
longer hours of overtime
than in the pre-pandemic
period.

2. Underpayment of overtime,
which existed in the pre-
pandemic period turned
to non-payment for
overtime, with workers
who demanded payment
for overtime work
being threatened with
termination.
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Both these trends accentuated during the
Covid-19 lockdown period (April-May) when
factories were engaged in PPE production
(Figure 3.9). Women manpower workers
were mainly engaged in PPE production,
with the workers working for longer hours of
overtime than regular workers at lower wage
rates (Figure 3.10 and Figure 3.11). However,
once garment production resumed, regular
workers were made to work longer hours of
overtime than manpower hours, with regular
workers facing higher levels of non-payment
or under-payment for overtime work than in
the pre-pandemic period.

Figure 3.9: Trend in overtime pay received, 2020
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Figure 3.10: Trend in hours of overtime by contract type, 2020
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Figure 3.11: Trend in hours of overtime by gender, 2020
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C.Bonus Theft

The non-payment or partial payment of
bonuses constitutes another form of wage
theftin SriLanka during the pandemic period.

« 76% of regular workers
surveyed reported that they
did not receive the Sinhala/
Tamil New Year bonus in
2020 while all regular workers
stated that they received it
in 2019. For workers who
received the bonus, the average

bonus amount fell from 128
USD in 2019 to 120 USD.

In Sri Lanka, most regular workers in
surveyed factories generally receive an
annual bonus in April during the Sinhala/
Tamil New Year. Some factories also provide
a bonus in December, before the holiday
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season. Many garment workers depend on
these bonuses to supplement their poverty-
level wages. Generally, in the pre-pandemic
period, the Sinhala/Tamil New Year bonus
was roughly equal to the monthly wages of
the worker while the December bonus was a
smaller amount that varied.

section 5: An Unfolding
Humanitarian Crisis

Thebusinesspracticesof brands precipitated
extensive wage theft in 2020 and pushed
workers into increased financial precarity
and threatened their health and safety.

+ Despite both male and female
workers having an average
5 years of work experience,
all workers sampled in this
research stated that they did
not have enough savings to tide
over even a one-month layoff
period, without 1) reducing
consumption, 2) incurring
debt or buying essentials
with deferred payments, or 3)
liquidating assets.

As wages dipped by around 30-40% in April
and May, workers adjusted their already
low levels of consumption through a 10%
reduction in May. Though the levels of
monthly debt were relatively low at 6 USD
in the pre-pandemic period, it had risen to

(49

“After the factory temporarily shut down
in March due to the Covid-19 lockdown,
we did not receive full wages or bonus for
April. When the factory reopened at the
end of April, all workers with less than 3
months’ experience were terminated and
manpower workers were not hired. From
May to July, all permanent workers like me
had to work 3-4 hours of unpaid overtime
every week, and hourly production targets
were increased to about 80 pieces. We
were constantly verbally abused if we could
not finish the targets. Even during the
peak of the second wave of the Covid-19
crisis, in October and November, when
many workers in the factory were infected
with Covid-19, the factory refused to stop
operations and only gave paid leave to
workers who could produce a Covid-19-
positive test. Many workers who could
not get tested came to work with cold
and cough during that period, leading to a
spread in the infection.

Garment workers were ostracised at that
time as people thought we were all carrying
the infection. Grocery store owners and
restaurants refused to serve us, pawn
shops would not lend us money and even
public buses refused to let us in. It was
humiliating. My family, back in my village,
did not want me to return home as they
were scared the villagers would ostracise
them. I spent those difficult nights alone
in the boarding house, worried about
contracting the virus and unable to return
home. Without anyone to help, unable to
even buy food without facing harsh words,
stitching trousers 10 hours every day, in the
middle of a pandemic, I felt depressed, sick
and alone.”

- Amanthi, a 24-year-old garment worker at a
TFG London supplier factory

b )
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around 15-17 USD per month from April, with
this level persisting through the rest of the
year (Figure 3.12).

Moreover, as seen in the case of Amanthi,
workers also reported that during the Brandix
Covid-19 outbreak that sparked the second
Covid-19 wave, garment factories continued
to work to meet the production targets of
brands, endangering the health and safety
of workers. Multiple reports from workers
and media indicate that in the aftermath
of the Brandix outbreak, the military raided
garment workers’ boarding rooms and
forced them into quarantine centres which
were not created according to procedures
established by law. The quarantine centres
were unclean with flooded and unsanitary
toilets, and PCR tests were not conducted
on admission to the Centre, subjecting the
workers to greater threat of contagion.”?

Thus, the Covid-19 crisis and brand practices
during the period played an important role in
accentuating the human rights violations of
garment workers in Sri Lanka.

Figure 3.12: Trend in wage, consumption and debt
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1. A Push Below The
Poverty Line

Our survey indicates that:

o There was a sharp decline in wages and
household income of Sri Lankan garment
workers due to the Covid-19 crisis,
pushing them into severe poverty (Figure
3.13). Wages continued to remain far
below the international poverty line for
the rest of the year and did not recover
to pre-pandemic levels.

e In 2020, even household income, which
includes total income of all earning
members of the household, falls short
when AFWAs living wage figure is
considered (Figure 3.14).

While household income never increases
to pre-pandemic levels in 2020 after the
sharp dip in April, there is still a steady rise
in household income between May and
December, 2020 despite the second wave
of Covid-19 in October. This is mainly due
to distress-driven employment as young
men, aged 17-22 years, in the families of
garment workers turned to auto rickshaw
driving or took up jobs in the construction
or agriculture sector to mitigate the impact
of the fall in wages of garment workers who
were the main breadwinners. Most of these
young men dropped out of school or college
to take up poorly paid insecure forms of
employment and this is likely to increase
inter-generational transmission of poverty.

Workers reported that household income
earned from May 2020 was mostly
devoted to repaying debt incurred during
the Covid-19 lockdown or meeting basic
consumption needs like food and rent.

o Wagesofgarmentworkershaveremained
stagnant, regardless of work experience,
as the age-wise distribution of wages
shows that middle-aged workers do not
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have higher wages, compared to younger Figure 3.13: Trend in monthly wages with reference to
workers (Figure 3.15). international poverty line (World Bank), 2020
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down at the end of April 2020 due to 90
the Covid-19 lockdown, none of the
1400 workers in the factory received
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the factory were terminated overnight.
[ was laid off from April to June, . . _ .
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two months. Since August, [ have been
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worker through an agency but I
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week, reducing my monthly income
to almost 6000 LKR (31 USD). From
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Figure 3.15: Age-wise distribution of wage, 2020
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- Anika, a 27-year-old garment worker
who worked at a PVH supplier factory
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2. Distress-Driven
Employment: A Means
To Meet Household

Consumption And Rising
Debt

Consumption

e 15% of the workers reported that, after
the Covid-19 lockdown, at least one
additional member of their immediate
family, mostly young men aged between
17-22 years, left their education and
took up precarious employment to help
their families repay existing debt and to
ensure that household income meets at
least basic needs of food and rent.

e Thisdistress-driven employment ensured
that total consumption, which reduced
from USD 170 during January-February
to USD 151 during May, returned to
pre-pandemic levels between October-
December.

o Despite this, significant dips in
consumption were observed in food,
healthcare and entertainment in 2020,
with workers cutting expenses on these
items by an average of 9%, 10%, and 21%,
respectively.

As garment workers in Sri Lanka are mostly
migrants, many like Anika cut down on
personal consumption and incurred debt
to send remittances to their families, which
ensured that wages met around 70-90% of
the household consumption in 2020 (Figure
3.16). Migrants remitted around 30% of their
income in 2020 to support their families
in villages. This was exceptionally high at
around 47% in April, 2020.

« Garment workers cut down
personal consumption
and incurred debt to send
remittances as it is the most
important source of income
for most families of garment
workers. Most workers stated
that they could not avoid
sending remittances as that
would jeopardise the survival
of their families as remittances
are used to meet basic needs of
the household including food,
rent, health and education.

Figure 3.16: Share of wages and debt in consumption
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Debt

e The average monthly debt of workers
increased from 6 USD in the pre-pandemic
period to 17 USD by the end of 2020.
The absolute amount of debt remains
low as it was incurred to meet individual

36



consumption needs of the worker and
not the household.

Around 51% of the workers borrowed an
average of 10 USD on a monthly basis
from April; out of which 60% reported
that they incurred debt to meet food
expenses, and around 25% borrowed to
pay rent (Figure 3.17).

While 55% of the workers reported
that they borrowed predominantly from
friends and relatives, 36% resorted to
moneylenders, while the share of formal
credit, which is inaccessible to migrant
workers in the FTZ, was negligible (Figure
3.18).

Additionally, most workers in FTZs also
entered into informal agreements with
their landlords and grocery store owners
during the pandemic period, with the
promise that they would pay for rent and
items purchased, respectively, within 30-
90 days. This is implicit debt, but it is not
reflected in the actual borrowing figures
reported by workers. Such dependence
on landlords and grocery store owners
created extreme uncertainty for garment
workers regarding access to food and
housing, as informal arrangements like
these could be revoked at any time.

Figure 3.17: Reasons for incurring debt, 2020
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Figure 3.18: Sources of debt, 2020
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Access To Govid-19 Related Relief Efforts

Around 80% of garment workers reported that they were able to access some form of relief/
support during the Covid-19 crisis.

o Civil society organisations played an important role in supporting workers. 33% of the
workers receiving food support from NGOs. 24% of the workers reported receiving similar
support from suppliers, predominantly because they were migrants residing near factories
in FTZs (Figure 3.19).

o 18% of the workers received monetary support of 5000 LKR (25 USD) from the government
in the form of Covid-19 relief during the lockdown.

Figure 3.19: Percentage of workers who received Covid-19 support from various sources
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Section 6: 2021 - The Tragedy Repeats

A third wave of Covid-19 started in Sri Lanka in April 2021, soon after the traditional Sinhala
and Tamil New Year celebrations. Garment factories were exempt from lockdown restrictions
as the apparel sector is economically important for Sri Lanka.”® Suppliers took advantage of
these relaxations as they increased the pressure on workers, putting the lives and well-being
of workers at risk. This is despite the fact that the second wave of Covid-19 in Sri Lanka in
2020 was due to a super-spreader event within the garment industry.

Workers and unions have been repeatedly raising complaints about the lack of implementation
of health and safety protocols in the industry and the exclusion of manpower workers from
relief programmes. Due to the absence of social security nets and high wage loss suffered by
workers in 2020, garment workers are reluctant to stay home and they are eager to work as
they are struggling to survive.” Brands remain insensitive to the crisis faced by the workers
as they continue to pressure suppliers to cut down prices and delay payments to them. The
consequence of these practices again disproportionately fall on workers in the form of wage
theft and unsafe working conditions.
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Chapter Highlights

(86%) or terminations (14%).

All workers experienced employment shocks either in the form of layoffs

o While workers reported an overall wage theft of 29% in 2020, overall exports
in 2020 declined by just 2%, as compared to 2019.

o 81% of the workers were pushed below the international poverty line of the
World Bank (measured at 3.2 USD PPP) between March and May, 2020.

» Workers with an average 5 years of work experience did not have enough
savings to tide over even a one-month layoff period, without reducing
consumption, incurring debt or selling assets.

Section 1: Introduction

Garment workers in Pakistan faced some
of the highest levels of wage theft in the
Asian garment industry during the Covid-19
crisis due to the imposition of provincial
Covid-19 lockdowns that coincided with the
cancellation of orders by many global brands
sourcing from the country. Although the
intensity of the crisis was felt most in April
and May 2020, women workers, who are
mostly employed in casual jobs, continued
to bear the brunt of it even in early 2021 as
most factories did not rehire women workers
laid off in 2020.

The textile and garment industry in Pakistan,
which is the second largest employer in
Pakistan, accounts for around 8.5% of GDP
and almost 70% of the country’s exports.
Pakistan’s garment exports contribute to
around 1-2% of the world market share and
has recorded high rates of Compounded
Annual Growth Rate in the value of garment
exports over the past few years.? Despite
this growth, Pakistan’s garment workers are
some of the worst paid in the world, with

poor social security coverage and extremely
low rates of unionisation.

In contrast to the global norm, the garment
factory workforce in Pakistan is largely
male-dominated, as women face significant
restrictions to mobility due to cultural and
social norms. Nevertheless, presence
of women in the garment workforce has
been increasing after the phase-out of the
quota-based Multi Fibre Agreement (MFA)
in 2005 as a result of various campaigns
by development agencies.> Accordingly,
the garment industry is slowly emerging
as an important driver of female workforce
participation as brands and suppliers take
advantage of the gender pay gap and
lack of industrial work experience among
women. However, cheap wages, lack of
written contracts, exploitative working
conditions, and labour rights violations
remain a characteristic feature of the
Pakistani garment industry, as indicated
by multiple investigations conducted in the
aftermath of the Ali Enterprises factory fire
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that killed 264 garment workers.*

During the Covid-19 crisis, the plight of
garment workers, women in particular,
significantly worsened as suppliers under
financial distress resorted to wage theft
through widespread layoffs and terminations,
cuts in social security benefits, and forced
unpaid or underpaid overtime work. As
prices of essential items soared due to high
inflation, workers were pushed below the
poverty line, with some of them reporting
that they even sold utensils and mattresses
at home to make ends meet.

section 2: The Methodology
In Brief

1. Sampling

AFWA conducted a survey of 605 workers
from 50 garment factories in Pakistan,
located across three districts in Punjab and
Sindh provinces - Faisalabad, Lahore and
Karachi. The average size of the selected
factoriesis given in Figure 4.1, and the details
of workers surveyed are provided below.

Figure 4.1: Classification of the selected factories according to the

size of the workforce
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Details of Workers Surveyed
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2. Classification Of Time
Periods, 2020

Our survey has measured Vvariables
across four time periods based on the
implementation of the Covid-19 lockdown
restrictions in Pakistan. The graphs also
show variables across these time periods.
However, in order to fully capture the crisis
during the Covid-19 national lockdown
period, data was collected with respect to
each month in the period (March, April and
May) and the graphs also indicate the same.

Figure 4.2: Classification of time periods, 2020

Pre Covid-19 ' « Slightincrease in orders for garment exporters as some of
the cancelled orders from China were shifted to Pakistan.

January - February ) )
e Garment factories worked at almost full capacity.

Covid-19 National Lockdown . + Steady rise in Covid-19 cases led to a nationwide
March - May lockdown, forcing factories to stop all operations.

Partial Covid-19 Lockdown ‘ o Gradual reopening of garment factories as lockdown
June-October restrictions were relaxed, with the government providing
various export subsidies to garment exporters.

e Rise in garment export production from September.

Post Covid-19 Lockdown ' e Steady increase in garment production surpassing the
2019 production for the same period.

e Second wave of Covid-19 begins from November

November-December
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section 3: Covid-19 And The
Export-Oriented Garment
Industry In Pakistan

1. How Did Covid-19
Affect Pakistan’s Garment
Exports?

Garment exports from Pakistan have been
increasing consistently over the past 10
years. This trend suffered a huge setback in
2020 as exports declined steeply by 67% in
April and 40% in May, as compared to 2019
(Figure 4.3). Though this coincided with the
Covid-19 lockdown restrictions, the loss
was largely driven by order cancellations
and suspension of payments by brands.®
Garment exports registered a positive
growth rate from mid-June and outpaced
the 2019 figures from September due to
relaxations in trade policies and incentives
issued for garment exporters by the Pakistani
government. The overall exports in 2020
declined by just around 2%, as compared to
2019, due to the recovery from September.

Figure 4.3: Trend in RMG Exports from Pakistan - 2019 vs. 2020
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2. What Did The Pakistani
Government Do For
Garment Workers?

When the lockdown was implemented, the
federal government instructed employers
to pay wages, but this was poorly enforced.
The provincial government of Sindh legally
mandated that wages be paid during
factory closures through paid leave, and
set up tripartite mechanisms for collective
bargaining.® Though this was welcomed
by the labour rights groups, the employers
contested these directives in the court
by arguing that they were not financially
solvent to implement it.” The government
also announced credit and tax incentives
for businesses through various stimulus
packages. For example, the State Bank of
Pakistan announced concessional loans at
lower interest rates for businesses to prevent
layoffs and reimburse workers.® The benefits
from these programmes were, however, not
effectively transferred to workers in the form
of wages.

3. How Did Pakistan’s
Suppliers React To The
Covid-19 Crisis?

Pakistan’s suppliers passed on the costs of
order cancellations and retroactive price
reductions by brands to workers by engaging
in widespread layoffs and terminations. Most
garment workers were laid off for one or two
months and did not receive any monetary
support from the suppliers during this
period. Most workers who were terminated
did not receive legally mandated severance
payments, and many workers who were
re-employed after the layoffs reported an
increase in unpaid overtime, as opposed
to 2019. Additionally, when many factories
reopened around June, they rehired mostly
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male workers as opposed to female workers
who were mostly casual workers.

section 4: Hyper-
Exploitation 0f Labour
Through Wage Theft

1. Wage Theft Estimates

Wage theft was the predominant feature
of the Covid-19 crisis for garment workers
in Pakistan, with our survey estimates
indicating that 244,510 garment workers
across 50 factories in Pakistan were denied
85.08 million USD as wages due to order
cancellations, non-payment for existing
orders, and other irresponsible practices
by brands during the pandemic. Wage theft
peakedin April 2020 but workers consistently
experienced wage theft throughout the
year (Figure 4.4), and well into 2021. The
magnitude of wage theft declined towards
the end of the year with an increase in
production due to government support and
relaxation of Covid-19 lockdown-related
restrictions.

Extent of W age Theft

« Workers reported an
overall wage theft of 29% in
2020, with a sharp decline
in wages by 61-69% during
the total lockdown period
and 26% during the partial
lockdown period.

« Wages never recovered to
the pre-pandemic levels in
2020 as workers continued
to experience wage theft of
around 5% during the post-
lockdown period.
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Wage Theft Figures

50 605

Factories surveyed Workers surveyed

For surveyed workers

144,957 4,762

Actual wage theft Actual wage theft per factory
(USD) (USD)

Wage theft estimates

244,510 85.08 Million

Total number of workers Wage theft across surveyed
across surveyed factories  factories (USD)

2.2 Million

Average wage theft per
factory (USD)
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Figure 4.4: Wage theft estimates, 2020
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2. Pre-Existing Inequalities
As A Fertile Ground For
Covid-19 Wage Theft

Wages and working conditions are shaped by
pre-existing inequalities in the labour market
in the form of gender, age, and contractual
status. During the pre-pandemic period,
brands took advantage of these disparities
to systematically underpay vulnerable
segments of the workforce and flexibilise
employment relations.

Pakistan has one of the highest male-female
disparities in garment sector earnings in
Asia.® As per our survey, 66% of the casual
workers were women, indicating the high
prevalence of women in casual jobs. Casual
workers are an extremely disadvantaged
group of workers as they earn lower wages
and have more limited access to social
security benefits and employment security,
compared to regular workers.

The double burden of job insecurity and
patriarchal norms accentuated the precarity
of women workers during the Covid-19
crisis, as they faced higher wage theft and
an exacerbation of social inequalities.

(49

“Before we were laid off in May, we had to
work 14 hours a day, but had no contracts
or any access to social security benefits.
Moreover, in 2020, the factory refused to
pay us Eid bonus, stating that their orders
were cancelled. Women workers who
had worked for more than a decade in the
factory were terminated overnight and
were given no severance benefits. For the
few who were laid off like me, no financial
support was given. | had to sell our
refrigerator, mixer and mobile phone to
put food on our table. In October, when the
factory reopened, only male workers were
reemployed. Only in January, 2021 did the
factory start reemploying women workers.
However, our overtime pay is half of what
we were paid in January 2020, though
we work the same hours. We are also
constantly threatened with termination and
are yelled at for even drinking water during
work hours.”

— Amira, 30-year-old garment worker at a
Levi's supplier factory in Faisalabad

3

» 82% of women experienced
wage loss in 2020 compared
to 71% of men.

Female workers lost more working days than
their male counterparts in 2020. Our survey
shows that women had less chances of
getting reemployed than men as factories
reopened. Most women workers who were
laid off or terminated turned to informal

50



home-based work or domestic work to feed
their families.

On an average, women lost 43% of their
wages, while on an average, men suffered
a total wage loss of 27% over 2020. When
men suffered wage loss of 68% and 56%
in April and May, respectively, women lost
80% and 90% of their wages during these
months (Figure 4.5). Even during the partial
lockdown stage from June to October, while
men suffered 20% wage loss, female workers
lost 65% of their wages.

Figure 4.5: Trend in monthly wages by gender, 2020
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« 90% of casual workers
experienced wage loss in

2020, compared to 60% of
regular workers.

Casual workers lost more working days
than regular workers and the recovery was
much slower for these workers as suppliers
reemployed predominantly regular workers
after the Covid-19 lockdown. The sharpest
wage loss was experienced during the
month of May — 90% for casual workers and
47% for regular workers (Figure 4.6). The
disparity between the two categories of
workers worsened during the pandemic and
persisted throughout 2020.

Figure 4.6: Trend in monthly wages by contract type, 2020
==Female -=-Male

150
[

120

AN 7
=\ /
” \/

0 ! ! ! ! !
R N ARt ey
32 a0y e
gevt v AN

Monthly wages in USD

AY el
100° s
_OC s Oec,e
(O
Nov®

Source: Primary data, n = 605

3. Forms Of Covid-19
Wage Theft

Wage theft is endemic in garment supply
chains due to power asymmetry between
brands, suppliers, and workers. Brands force
suppliers to drive down production costs and
suppliers in turn pass this down to workers
through various forms of wage theft. The
Covid-19 pandemic withessed an escalation
of wage theft in Pakistan, such as:

A.Layoffs And Terminations

At the peak of the crisis, 88% of the
respondents were laid off in April, and
67% of the respondents still had no job in
May (Figure 4.8). While the trend in layoffs
consistently declined after June, around
11% of the workers were still not reemployed
at the end of the year. Moreover, 86% of
the workers who were terminated did not
receive their termination benefits and legal
layoff wages. All these workers were initially
laid off between March and May and then
abruptly terminated between June and July.
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« All workers in our survey
experienced employment
shocks either in the
form of layoffs (86%) or
terminations (14%) (Figure
4.7).

(49

“We received only 2000 PKR (12 USD) for
two months as financial support from the
company after being laid off in May. This
amount hardly helped us meet food costs,
especially with food prices rising steadily.
Since June, my 15-year-old daughter and I
have been working from home, stitching
embroideries for a local retail shop that
pays 5 PKR (0.032 USD) per piece. Even if
we complete 100 pieces a day by working
more than 10 hours, we hardly earn 500
PKR (3.2 USD). My 14-year-old daughter
has also started working with us from
December, 2020. Both my children have
dropped out of school, as I don’t have any
money to pay for school fees. We can only
feed ourselves if all of us work.”

- Ayesha, 33-year-old garment worker at a
Tesco supplier factory in Faisalabad

3

e On an average workers lost
26% of their work days in
2020 (Figure 4.9)

As seen in the cases of Amira and Ayesha,
layoffs and terminations during the Covid-19

period

have accentuated pre-existing

inequalities and have disproportionately
affected the more vulnerable sections of
the garment workforce, in particular women,
who are mostly casual workers. This is likely
to have a lasting impact on employment
relations and work standards in the industry.

Figure 4.7: Employment status, 2020
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Source: Primary data, n = 605

Figure 4.8: Trend in percentage of workers laid off, 2020
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Figure 4.9: Trend in percentage loss in workdays
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B. Unpaid And Underpaid Overtime

Unpaid or underpaid overtime work is one
of the main practices through which wage
theft is operationalised. According to the
Factories Act, 1934, employers are required
to pay twice the regular hourly rate for
overtime work performed. However, no
worker in our survey was paid for overtime
at the legally mandated rate, even during the
pre-pandemic period.

The total number of workers doing overtime
work reduced significantly during the
lockdown period and then picked up after
June. However, casual workers who were
employed during the lockdown period were
an exception to this general trend (Figure
410). Some casual workers interviewed
stated that during the lockdown period they
had to work more hours of overtime than
regular workers, as factories laid off regular
workers and employed more casual workers
at extremely low wages to complete urgent
existing orders or to produce Personal
Protective Equipment (PPE) kits and masks.
Some of these casual workers also stated
that they were paid below minimum wages
and they had to work for more than 10 hours
daily during the Covid-19 lockdown period.
After June, as lockdown restrictions were
removed and garment production for brands

resumed, regular workers were employed to
work longer hours of overtime than casual
workers.

Figure 4.10: Trend in overtime pay received by contract type, 2020

=== Permanent/Regular Workers =®=Casual Workers

80
70

60 n

40
30 » u

20

Percentage of workers

10

n W\ e
\ ,?eb‘“aﬁ\"‘a‘c e e ,Od‘o‘Oe Oece‘“‘oe
2
yor

Source: Primary data n=209
(workers who worked overtime)

C.Bonus Theft

(49

“As a single mother, [ was unable to send
my two daughters to school for the last
two years, despite having worked in this
factory for more than three years. We
just had money to feed ourselves and the
factory provided me with no social security
benefits. After | was laid off in May, one
of my daughters fell sick, so we had to
borrow 40,000 PKR (257 USD) from a local
shop owner to meet her medical bills and
our daily expenses. Unable to repay the
monthly instalments for that debt, [ have
now sold my refrigerator and furniture.
My family now lives in an empty room in
a slum with just utensils, a few items of
clothing and a mat to sleep on.”

- Mariam, 31-year-old garment worker at a
Tesco supplier factory in Faisalabad

3
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The non-payment or partial payment of
bonuses and social security contributions
constitutes another form of wage theft in
Pakistan during the pandemic period.

In Pakistan, workers, regardless of their
employment status, generally receive Eid
bonus, while regular workers also receive an
annual bonus. While the bonus amounts vary
across regions and types of employment, it
is crucial in helping workers meet additional
expenses, especially as wages remain low.

o While all workers stated
that they received Eid
bonus in 2019, only 31%
stated that they received it
in 2020.

o While 97% of the regular
workers received annual
bonus in 2019, only 61%
received it in 2020.

D. Social Security Theft

Regular workers are entitled to two main
social security benefits, namely, the pension
scheme provided by the national-level
Employees OIld Age Benefits Institution
(EOBI) and the health services and cash
benefits provided by the provincial-level
Employees’ Social Security Institutions
(ESSIs) - PESSI in Punjab and SESSI in Sindh.
Employers are required to contribute to both
schemes under the law.

e 80% of the workers
reported they did not
receive SESSI/PESSI
contributions and EOBI

contributions during April
and May, 2020.

Around 65% of the workers, like Mariam, did
not receive any social security benefits even
during the pre-pandemic period (Figure
4.11). These numbers significantly increased
during the lockdown period, with around
80% of the workers reporting they did not
receive SESSI/PESSI contributions and EOBI
contributions during April and May. However,
the payment of social security benefits
resumed to almost pre-pandemic levels by
December 2020.

Figure 4.11: Trend in access to social security benefits, 2020
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section 5: An Unfolding
Humanitarian Crisis

The business practices by brands
precipitated extensive wage theft during
the Covid-19 crisis in 2020, pushing workers
into severe poverty.

Despite both male and female workers having
an average 5 years of work experience, all
workers sampled in this research stated that
they did not have enough savings to tide
over even a one-month layoff period without
1) reducing consumption, especially cost of
children’s education 2) incurring debt, or 3)
selling assets. Ten cases of increase in child
labour in families of terminated garment
workers were also noticed.

» Asthe wages of garment
workers in Pakistan dipped
by 60-70% in April, the
debt taken by workers
increased by around 113%
for the same period (Figure
4.12).

Figure 4.12: Trend in wages, consumption and debt, 2020
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1. A Push Below The
Poverty Line

(49

“I tried to commit suicide soon after I
was laid off in May, as | was four months
pregnant and had no money to feed myself
or my two other children. The company did
not provide any financial support for laid-
off workers, even if they were pregnant
or had young children to feed at home.
My landlord saved my life and helped me
secure 30,000 PKR (193 USD) as loan from
an NGO, to take care of my family’s basic
needs and to pay for my medical expenses.
[ have removed my children from school,
as I could not pay for their books or their
school fees. In October, I had to take on
more debt to meet my pregnancy related
expenses. As repaying these debt became
difficult, I asked my 15-year-old son to
find work in a neighbourhood shop. In
January, 2021, I was forced to return to
the factory when it reopened as I did not
want my family to starve to death. I leave
my two-month-old baby with my 12-year-
old daughter and come to work. I work for
more than 10 hours a day, without break
and the factory gates are locked to make
sure we don’t leave before the production
targets are met. Also, since January, the
management has been constantly making
us do unpaid overtime and is threatening
us with termination, if we refuse to do it. I
keep feeling suicidal.”

- Sadia, 32-year-old-garment worker at a
Levi's supplier factory in Faisalabad

3
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Our survey indicates that:

e As seen in the case of Sadia, there was
a sharp decline in wages and household
income of Pakistani garment workers due
to the Covid-19 crisis, pushing them into
severe poverty (Figure 4.13). 81% of the
workers surveyed were pushed below
the international poverty line of the
World Bank (measured at 3.2 USD PPP)
between March and May, 2020.

e In 2020, even household income, which
includes total income of all earning
members of the household, falls short
when AFWAs living wage figure is
considered (Figure 4.14). This shows the
extent of precarity faced by garment
workers and their families.

o Wages of garment workers have remained
stagnant regardless of work experience
as the age-wise distribution of wages
shows that middle-aged workers do
not have higher wages, as compared to
younger workers (Figure 4.15).

Most workers interviewed live in urban
slums in single room buildings with limited
access to basic necessities, including water
and electricity. Many workers informed us
that they did not possess any assets like
land or jewellery to sell during the Covid-19
period, forcing them to sell other basic items
at home - including mixers, fans, chairs or
refrigerators. Most women workers who were
terminated informed us that they withdrew
their children, especially girls, from schools
due to the financial burden imposed by the
Covid-19 crisis. Many of these girls were
working along with their mothers as home-
based garment workers, producing clothes
for 5-6 PKR per piece (0.3 USD). These
pandemic-induced shocks will push more
children and families into inter-generational
poverty for long periods of time.

Figure 4.13: Trend in monthly wages with reference to
international poverty line (World Bank), 2020
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Figure 4.14: Trend in monthly household income with reference
to AFWA living wage, 2020
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Figure 4.15: Age-wise distribution of wages
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2. Falling Consumption:
An Inability To Meet Basic
Needs

(49

“Having been employed as a contract
worker, | was unable to get any severance
benefits, when [ was terminated, though I
had worked for three years in the factory.

After losing my job, I became a home-
based garment worker, but the pay was less
than half of what I earned in the factory.
Since I could not meet our basic expenses,
I shifted my children, who were studying
in a private school to a madrasa (an Islamic
educational institution), as it provided free
education and meals for children. We also
sold our mobile phone, refrigerator, mixer
and a fan over the last few months, to meet
daily expenses. I have never seen such
difficult times.”

- Suha, 35-year-old garment worker at a
Primark supplier factory in Karachi

3

Even prior to the lockdown, neither garment
workers’ wage nor total family income (of
which wages form the major component)
were adequate to meet the consumption
requirements of their households, which
were already at a minimum level. This shows
that despite producing clothes for the
world’s richest brands, workers were forced
into debt even during the pre-pandemic
period. During the peak of the crisis, earned
wages met barely around 25-30% of the
total consumption needs, forcing workers to
cut down further their family’s basic levels
of consumption.

The Extent Of Fall In Consumption

Workers were forced to cut down their
subsistence level consumption from 145
USD in the pre-pandemic period to 139 USD
duringthetotallockdown period (Figure 4.12).
Though consumption recovered to 147 USD
by the end of the year, actual consumption is
likely to have gone down as prices increased
significantly for essential commodities due
to a general inflation of 9.1%.

e Consumption expenditure on food fell by
around 2% during the Covid-19 lockdown
period but this was accompanied by a
high food inflation of 14%, indicating that
workers and their families were cutting
down food consumption.

e While consumption expenditure on health
increased from 13% to 22% during the
Covid-19 period, this was mainly due to
an inflation rate of 8.5% in health services
and 14-20% inflation in the prices of basic
medicines, including life-saving drugs. In
other words, workers are forced to pay
more for essentials to prevent any further
deterioration in health.

e Consumption expenditure on education
also declined by 2% in 2020. While the
widespread school closures in Pakistan
from March to September could be one
reason for this, workers also reported
several instances of their children being
moved from private schools to madrassas
(as seen in the case of Suha) or being
forced out of school to find employment
in order to make ends meet. Workers also
slashed expenses on entertainment and
other socio-cultural heads by 75-84%
during the Covid-19 period.

e While the share of wages in household
consumption fell from 81% in the pre-
pandemic period to 25% at the peak
of the Covid-19 lockdown period, the
share of debt in household consumption
increased from 4% in the pre-pandemic
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period to 59% at the peak of the Covid-19
lockdown period (Table 4.1). Thisindicates
that workers with an average 5 years of
experience mainly depended on debt
and not savings to finance consumption
during the 60-day lockdown period.

Table 4.1: Share of wages and debt in household consumption

Share of
debt in
household household
consumption consumption

Share of
wages in

Months

January-

February 81% 4%
March 71% 11%
April 25% 59%
May 31% 20%
June- o o
October 567% 25%
November- 90% 4%
December

Grand Total 63% 15%

Source: Primary data, n=605

3. Mortaging The Future

Pakistani garment workers like Kabir went
deeper into debt to finance lower levels of
consumption during the Covid-19 lockdown
period. 71% of the workers borrowed money
because of the Covid-19 crisis and there
was an average increase in total debt of
about 61% in 2020. The average amount
borrowed more than doubled (from 54 USD

to 115 USD) during the Covid-19 lockdown
period when compared to the pre-Covid-19
period. 64% of the workers borrowed money
to meet basic food expenses, while 23%
borrowed to pay housing rent (Figure 4.16).

(49

“After I was terminated from the factory
without any severance benefits in May,

[ started working as a daily wage worker
for a few days, in another garment factory,
which pays around 500 PKR (3 USD) for
a 10-hour work shift. I could no longer
afford the medicines my father needed for
his chronic diseases and I have accrued
more than 30,000 PKR (192 USD) as
debt since I lost my job. I sold my cow in
November to meet daily expenses.”

- Kabir, a 34-year-old garment worker at an
Adidas supplier factory in Faisalabad

b )

75% of the workers reported that they
borrowed from neighbours, friends and
relatives (Figure 4.17). Just around 20%
relied on formal financial institutions like
banks and microfinance institutions, as
garment workers informed us, they were
not considered “credit-worthy” due to their
poverty-level wages.
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Figure 4.16: Reasons for incurring debt, 2020
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Figure 4.17: Sources of debt, 2020
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Access To Covid-19 Related Relief
Etforts

Only 44% of garment workers reported that they were able to access some form of
relief/support during the Covid-19 crisis.

o Civil society organisations and trade unions played an important role in supporting
workers during the Covid-19 crisis. Around 41% of the workers received food relief
from NGOs while 21% of the workers reported receiving food relief from trade unions
(Figure 4.18).

o 24% of the workers received monetary support from the government. However, most
workers received a meagre one-time amount of 1000-2000 PKR (6-12 USD), which
could hardly help meet consumption needs for more than two weeks.

Figure 4.18: Percentage of workers who received Covid-19 support from various sources
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Section 6: 2021 - The Tragedy Repeats

Though garment exports from Pakistan continued to increase and an ambitious Textile and
Apparel 2020-25 Policy with a trillion rupees in subsidies for suppliers is on the anvil, the
unanticipated decision of the government to stop cotton imports from India has led to a
shortage of cotton. The condition of garment workers, especially women, continues to remain
bleak and is likely to worsen because brands have not taken any significant steps to curb
wage theft in their supply chains.

Most women garment workers who have been terminated are now working at extremely
poorly paid jobs that roughly provide 2-3 USD per day, while those who were laid off and
rehired are working more hours of unpaid overtime and suffering increased levels of verbal
and mental harassment. Unlike in other garment-producing countries, our sample shows that
a significant number of children of garment workers in Pakistan have been forced to drop
out of schools and are engaged in menial jobs that pay 1-2 USD per day. The impact of the
Covid-19 crisis is likely to have long-lasting effects on inter-generational poverty and gender
disparity in Pakistan.
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Chapter Highlights

o Our survey estimates indicate that 81,633 garment workers across 28
factories in Indonesia were denied 20.02 million USD as wages due to order
cancellations, non-payment, and other irresponsible practices by brands in

2020.

o 72% of the workers suffered employment shocks either in the form of layoffs

(64%) or terminations (8%).

e As their wages dipped, workers in Indonesia reduced their consumption by
10%, which did not recover by the end of the year.

e 70% of the workers reported that they incurred debt during the pandemic

period to finance their consumption.

o Workers who were already living below the international poverty line
(measured at 5.5 USD PPP) in the pre-pandemic period were pushed into

deeper poverty during the crisis.

e 78% of the workers were barely surviving below the international poverty line
during the peak months of May, June, and July.

Section 1: Introduction

Indonesia was one of the Southeast Asian
countries worst affected by the Covid-19
pandemic in 2020, reporting high rates
of infection and related deaths. As a
response, the government implemented
partial and regional lockdowns through the
policy of “Large Scale Social Restrictions”
(locally referred to as Pembatasan Sosial
Berskala Besar or “PSBB”). According to
the government, this was in contrast to a
total lockdown, which would hurt economic
activity and create instability in the economy.
However, the implementation of the PSBB in
several provinces, regencies and cities had
a negative impact on Indonesia’s garment
industry and its workforce, as factories were
not allowed to operate without permits and

workers faced barriers in reporting to work.

In addition to this, disruptions in the supply of
raw materials from China further worsened
the situation, as the industry depends on
imports of anywhere between 20-50% of
its inputs from China.! The contraction of
demand in foreign consumer markets — US,
Middle East, EU, and China - as they faced
Covid-19 lockdowns, further worsened the
crisis. Cancellations of orders, reduction in
new orders, delayed payments and demands
for discounts by fashion brands had adverse
effects on Indonesia’s garment industry
as exports accounts for 70% of garment
manufacturing in the country.?
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Indonesia’s export-oriented textile and
garment industry has been growing
consistently over several years and

contributes 1.25% of the GDP, with the
industry providing employment to over
3.7 million workers, majority of whom are
women.® According to Indonesia’s Ministry
of Industry, the pandemic’s effect on the
garment workforce resulted in 30% of
garment workers being laid off by July 2020.
The Ministry of Industry reported that, in
2020, the garment sector terminated 13% or
351,388 workers.*

Better Work Indonesia found that, among
its participating factories, 70% had closed
down only for a month, with the largest
share closing down for less than 14 days.®
This was attributed to the government’s
partial lockdown measures that allowed
factories to remain operational even during
the peak of the pandemic. However, a survey
conducted by Decent Work Check, with over
3500 garment factories revealed that 90%
experienced a negative impact on orders
due to a reduction in overall demand, with
only 25% factories reporting that they had
paid workers in full.®

Garment workers in Indonesia were hit by
unpaid layoffs and terminations, leading
to a fall in consumption and increased
indebtedness of workersandtheirhousehold,
pushing them into deeper poverty.

section 2: The Methodology
In Brief

1. Sampling

AFWA conducted a survey of 390 workers
across 28 garment and footwear factories in
Indonesia, located across three provinces -
Jakarta, West Java and Banten. The average
size of selected factories is given in Figure
5.1, and the details of workers surveyed are
provided below”.

* The explanation for why regions are classified

based on minimum wages is given below

Figure 5.1: Classification of selected factories by size of workforce
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Details of Workers Surveyed
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2. Limitations Of Sampling

96% of the workers surveyed were union
members as the surveys were conducted by
trade union representatives.

Trade union members generally fare better
than non-unionised workers. The report
capturesthe severity of the crisis by analysing
its impact on workers with relatively secure
employment and better conditions. The
gaps in data collection have been partially
bridged through qualitative and anecdotal
information on the conditions facing more
vulnerable workers.

Data collection focused largely on workers
who were working in factories that were
operating at partial or full capacity during
the worker surveys, leading to an under-
representation of terminated workers.

Workers who lost their jobs were often
untraceable. To bridge this gap, targeted
interviews or focus group discussions were
conducted with workers who approached
the unions with cases of illegal terminations
or loss of jobs because of factory closures
without payment of Ilegally mandated
compensation.

Women workers are slightly under-
represented in the sample due to challenges
in accessing women workers inside the
factory premises during work hours.

To overcome this limitation, in-depth case
studies of gender-based issues facing
women workers have been collected
separately.

3. Classification Of Time
Periods

Partial or regional lockdowns were imposed
since April 2020, in different provinces,
regencies/municipalities and cities,
based on the rates of infection in those

regions. The country experienced frequent
fluctuations in garment production and trade
throughout 2020, resulting in varied impacts
on employment and wages of workers over
the course of the year. It was not possible to
classify the impact of lockdown restrictions
or trade on garment production and workers’
employment and wages into specific time
periods in 2020. Therefore, the time period
for data collection has been classified into
two broad categories: (a) pre-recession
period from January to February 2020; and
(b) pandemic-induced recession period from
March to December 2020. Data has been
collected for each month in the pandemic-
induced recession period.

4, Classification Of
Regions Based On
Minimum Wages

Indonesia has a wide range of legally
mandated minimum  wages, varying
extensively across districts within the same
provinces, even though there is no significant
variation in living costs in these regions.
Provincial minimum wages are set at a very
low level, requiring cities and regencies
within the province to set minimum wages
higher than the provincial minimum wage.
Older industrial regions, characterised by
stronger unionisation and a long history of
labour struggles, have been able to achieve
significantly higher minimum wages. Newer
industrial regions have lower minimum
wages and are marked by an absence of
trade unions.

This has resulted in relocation of factories
from high minimum wage regions like West
Java with stronger unionisation to lower
minimum wage regions with low unionisation
to reduce labour costs by 25-50%. The
spatial disparities in Indonesia due to multiple
wage rates and mobility of capital resulted in
differential impacts of Covid-19 on workers
and their households.
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Therefore, the 390 workers surveyed across
28 factories in 3 provinces have been
classified into two regions — Low Minimum
Wage (LMW) and High Minimum Wage
(HMW) - based on the prevailing minimum
wages in the region where their factories
are located (See Table 5.1). The findings
of this report have been disaggregated by
two minimum wage regions to capture the
impact of Covid-19 on garment workers and
their households.

Table 5.1: Classification of regions based on minimum wage

levels

Redions Number of Minimum
9 Factories Wages (USD)

Low 9 181

Minimum

Wage (Less

than 250

USD)

Cianjur 1 172

Majalengka 2 138

Subang 4 204

Sukabumi 2 208

High 19 286

Minimum

Wage

(Above 250

USD)

Bogor S} 287

Cakung 1 290

Jakarta 4 290

Kabupaten 3 281

Bogor

Purwakarta 1 278

Serang 2 287

Tangerang 2 286

Kota 1 250

Bandung

SEGTION 3: EXAMINING THE
IMPACT OF GOVID-19 GRISIS IN
GARMENT EXPORTS

1. How Did Covid-19
Affect Indonesian Garment
Exports?

Figure 5.2: Trend in apparel exports from Indonesia - 2019 vs.
2020
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« Garment exports from
Indonesia fell by 15% in
2020, as compared to 2019,
with the worst decline
experienced between
March and May. The
overall export value
dropped from 8,237 million
USD in 2019 to 6.988
million USD in 2020.
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Indonesia’s textile and garment exports had
recorded rapid growth over the past three
years, after hitting a low point in 2016. The
Indonesian Textile Association (API) reported
that it had anticipated a Compounded
Annual Growth Rate (CAGR) of 5% in 2020
in the textile and garment industry, prior to
the onset of Covid-19, with the government
aiming to place Indonesia among the top five
global exporters of textile and garment by
2030 through the Industry 4.0 Masterplan.’

However, the pandemic resulted in a severe
setback for Indonesia’s garment exports.
The worst dip in exports corresponds with
the months that experienced the initial brunt
of lockdown restrictions in Indonesia, along
with disruptionsinthe supply of raw materials
from China, and reduced demand from
consumer countries due to the first wave of
Covid-19. Itexperienced a steep decline once
again in October and November 2020, when
the second wave of pandemic hit consumer
countries. While exports recovered over the
course of the year after June 2020, they did
not recover to 2019 levels, due to an overall
contraction in demand and reduction in new
orders from global apparel brands.

In addition to this, in February 2020,
Indonesia was removed from the World Trade
Organization’s list of developing countries,
which had access to differential treatment.
As a result, Indonesia’s garment exports
would be subject to higher import taxes in
the US, its main market, leading to an overall
decrease of 1.56% in garment exports.®

2. What Did The
Indonesian Government
Do For Garment Workers
During The Covid-19
Crisis?

Indonesia’s Ministry of Finance allocated
a National Economic Recovery budget of

744.28 trillion IDR budget by November
2020, for handling the Covid-19 outbreak by
supporting the healthcare sector, expanding
social protection, providing tax incentives
and credit for businesses, stimulus for
Small and Medium Enterprises (SMEs), and
stimulus for SOEs and corporations. Non-
fiscal measures included the relaxation of
import restrictions and expedited imports
of raw materials, and the postponement of
credit and leasing payments.®

A number of social policies including food
or cash transfers, wage subsidy, subsidy
on payment of electricity, data packages
and phone credit, employment training for
terminated workers, as well as credit relief
for informal workers were announced. Food
or cash relief as food packages or cash
transfers worth 600,000 IDR were provided
for three months from April to June and
extended to December but the value was
reduced to 300,000 IDR. Wage subsidy for
workers with salary below 5 million IDR was
announced in September 2020, with an
incentive of 600,000 IDR for four months.'

Though this constituted a major form of
support for garment workers, they were
inadequate to mitigate the impact of the
crisis. Moreover, despite massive protests by
unions and workers, the government passed
the Omnibus Law on Job Creation that has
been criticised for diluting workers’ rights by
facilitating contractualisation of labour and
increasing work hours."

3. How Did Indonesian
Suppliers React To The
Covid-19 Crisis?

Indonesian suppliers passed on the costs of
contraction in business to workers through
layoffs and terminations of contract or
temporary workers. Trade unions report that
the “Gak Kerja Gak Ada Upah” or “No Work
No Pay” policy became a popular measure
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employed by suppliers. Through this policy,
workers were laid off without pay for several
days per month based on the decline in
production in the factory.

This is despite several provisions under
Indonesian law that states that employers
cannot abdicate their responsibility for
paying wages to laid-off workers, unless
decided through negotiations with unions
and workers (see Appendix). Suppliers
illegally imposed the “No Work No Pay”
norm to keep their margins stable, even if
their absolute profits declined because of
reduced demand.

section 4: Hyper-
Exploitation 0f Labour
Through Wage Theft

1. Wage Theft Estimates

Wage theft was the pre-dominant feature
of the Covid-19 crisis for garment workers
in Indonesia, with our survey estimates
indicating that 81,633 garment workers
across 28 factories in Indonesia were
denied 20.02 million USD as wages due to
order cancellations, non-payment and other

: i~

i i

]
S (o
i

irresponsible practices by brands during
the pandemic. Even though wage theft
peaked from May to July 2020, workers
consistently experienced wage theft
throughout the year, and into 2021.

Extent of W age Theft

« Workers reported an
overall wage theft of 21% in
2020, with a sharp decline
in wages by 37% during the
peak month of June.

« Wages never recovered to
the pre-pandemic levels in
2020 as workers continued
to experience a wage theft
of around 17% even in
December.

« Workers experienced a
bonus theft of around 45%
in 2020.
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Wage Theft Figures

28 390

Factories surveyed

For surveyed workers

221,704

Actual wage theft
(USD)

8,063

Actual wage theft per factory

(USD)

Wage theft estimates

81,633

Total number of workers
across surveyed factories

4.57 Million

Bonus theft across surveyed
factories (USD)

Workers surveyed

45,602

Actual bonus theft (USD)

20.02 Million

Wage theft across surveyed
factories (USD)

0.73 Million

Wage theft per factory (USD)
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Figure 5.3: Wage theft estimates, 2020
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2. Pre-Existing Inequalities
As A Fertile Ground For
Covid-19 Wage Theft

(49

“I voluntarily resigned from my job in
November, 2020, as I lost wages of almost
12 million IDR (837 USD), after the No
Work No Pay policy started in my factory
in June 2020. Once it started, the pay
could not support the needs of my family,
especially as food and education costs
increased. Now I work as a tailor in a micro
enterprise 3 days a week, 9 hours a day
while also working as a domestic worker in
the weekends.”

- Darlia, a 35-year-old garment worker, who
worked at an H&M supplier factory

3

Wages and working conditions are shaped by
pre-existing inequalities in the labour market
inthe form of gender, age, contractual status,

and regional specificities. During the pre-
pandemic period, brands took advantage of
these disparities to systematically underpay
vulnerable segments of the workforce and
flexibilise employment relations.

Spatial Wage Disparities

Both LMW and HMW workers were badly
affected bythepandemic-inducedrecession.
77% of the workers in LMW regions reported
that they experienced wage theft in 2020,
while 87% in HMW regions reported the
same.

Figure 54: Trend in monthly wages across minimum wage

regions, 2020

= Low Minimum o High Minimum

Wage Region Wage Region
300
[
|
250
m |
n
L] L
o n
B 200 | jmm— u
D
\ .
\ -
SN
150 7~
100 — 1 I | | 1 | I I L 1
S X LA S S
SELL LS F IS
X @ P & '
@ 3 O 3 &
& °3 <~ Q
&
N
N4 Source : Primary Data n = 390

e Both LMW and HMW regions experienced
a significant wage dip of 37% in the worst
affected month of June 2020. In LMW
regions, wages fell from 196 USD to 123
USD, while in HMW regions, it fell from
282 USD to 178 USD.

* In both regions, wages did not recover by
the end of the year, with LMW reporting
16% and HMW reporting 17% lower wages
in December 2020, as compared to the
pre-recession period.

However, workers in LMW regions, reporting
30% lower wages than workers in HMW
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regions prior to the recession, were severely
hit by wage theft as their wages dipped to
extremely low levels.

Gender Pay Gap

A gender pay gap was reported across
LMW regions, suggesting that many women
workers earned less than the minimum
wages in these regions during the pre-
recession period.

In LMW regions, women reported earning
an average monthly wage of 139 USD, 25%
lower than male workers who received an
average of 185 USD per month in 2020.

The gender pay gap worsened in both
regions during the pandemic due to wage
theft:

e In LMW regions, average monthly wages
for women dipped sharply by 46% from
179 USD in the pre-recession period to
as low as 97 USD in June 2020. By the

Figure 5.6: Trend in monthly wages by gender, 2020
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Figure 5.5: Monthly wages by gender across minimum wage

regions, 2020
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end of the year, their wages remained low
at 136 USD, 22% less than pre-pandemic
levels. Male workers’ wages dipped by
39%, from 217 USD in the pre-recession
to 131 USD in the June 2020. By the end
of the year, their wages recovered to 200
USD, close to their pre-recession wages.

150 -
/-.’_—
100 N
[ T T O N O S SO SO IO IR R N BN B B
50>~c=>®>~55555>\c=>~w>«§5555
— — — —
s 293 5§53 300008293253 3090900
S5 ©® < _’_>U)EOEE:;‘B< _)_)CDEOEE
pudt S +— = -] +
8 =2 Z 8 00 © o =2 2 ¢ 0 8 O
(&} 5 0 2 9 o 5 O =2 ©
L % O O LwWw % o o
1 1
— —
© ®©
=) )
= c
© @®
- -

Low Minimum Wage Region

High Minimum Wage Region
Source : Primarv Data N=390

73



e In HMW regions, too, women workers
experienced more significant wage theft
than male workers, with their average
monthly wages falling by 43%, from 267
USD in pre-recession period, to 151 USD
by June 2020. By the end of the year, their
wages recovered to near pre-pandemic
levels. In comparison, male workers only
experienced a 32% reduction in wages
from 287 USD to 194 USD by May 2020.
By the end of the year, their wages were
16% lower than the pre-recession period,
at 247 USD.

Extreme Exploitation Based On
Employment Contract

In Indonesia, employment contracts can be
entered into for a fixed or unspecified term.
Fixed Term Contract (FTC) workers are
contract workers, while Unspecified Term
Contract (UTC) workers are permanent or
regular workers. FTCs are given for a fixed
time period or until the completion of a
specific job. Such contracts can be renewed
for a maximum period of two years”. After
the completion of two years, FTC workers
are converted into UTC workers unless their
contracts are terminated. UTC contracts do
not specify a time period for employment,
and the employment continues until they
are terminated. FTC contracts allow flexible
work hours based on daily or monthly wage
rates, and have less secure employment, as
well as benefits associated with employment
such as termination or seniority benefits, as
compared to UTC workers.

FTC workers fared worse than UTC workers
in both LMW and HMW regions:

e In LMW regions, FTC workers received
an average monthly wage of 161 USD
in 2020, which is 12% lower than UTC
workers, who received 183 USD.

e In HMW regions, FTC workers similarly

* Under the new Omnibus Law passed in

October, 2020, FTCs can be renewed indefinitely

Figure 5.7: Monthly wages by contract type across minimum

wage regions, 2020
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reported 11% lower wages at 210 USD,
as compared to 235 USD earned by UTC
workers.

The pandemic-induced recession increased
the disparity between FTC and UTC workers.
In the pre-recession period, FTC workers’
wages were close to or higher than UTC
workers’ wages as they worked a high
number of overtime hours to bring their
wages to survival levels.

e InLMWregions, the wages of UTC workers
recovered to pre-recession wages by
June 2020, and remained close to those
levels throughout the year. On the other
hand, FTC workers reported a significant
wage theft of 40% in June 2020. By the
end of the year, their wages remained
10% lower than the pre-recession levels
at 169 USD.

e InHMWregions, the wages of FTC workers
declined steeply by 57% from 284 USD in
the pre-recession period to 121 USD in
June 2020. In comparison, the wages of
UTC workers declined only by 30% from
270 USD to 188 USD in the same period.
UTC workers’ wages recovered to almost
pre-recession levels by the end of the
year, while FTC workers’ wages remained
18% lower than pre-recession levels.

74



Figure 5.8: Trend in monthly wages by contract type across minimum wage regions, 2020
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3. Forms Of Covid-19
Wage Theft

Wage theft is endemic in global garment
supply chains due to power asymmetry
between brands, suppliers, and workers.
Brands force suppliers to drive down
production costs and suppliers in turn pass
this down to workers through various forms
of wage theft. The Covid-19 pandemic
witnessed an escalation of wage theft in
Indonesia, such as: (A) layoff and termination
without legal dues and benefits; (B) unpaid
and underpaid overtime; and (C) bonus theft.

A.Layoffs And Terminations

e 72%of the workers suffered
employment shocks either in the form of
layoffs (64%) or terminations (8%).

High Minimum Wage Region

Source : Primary Data n =390

On an average, workers lost 20% of their
workdays in 2020.

Workers in LMW regions fared the worst,
with 74% of the workers reporting that
they were laid off at some point during
2020. In HMW regions, 59% reported
being laid off during the same period.

In LMW regions, only 23% of the workers
reported not facing any change in their
employment status, while 30% in HMW
regions reported the same.

1% of the workers in HMW regions
reported terminations, while only 3% in
LMW regions reported the same.
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Figure 5.9: Composition of employment loss across minimum

wage regions, 2020
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Layoffs Without Pay Through The “No Work
No Pay” Policy

(49

“Before May 2020, [ worked as a tailor 26
days a month, however after the No Work
No Pay policy started in my factory, [ work
only 14-18 days a month. Moreover, some

days I am asked to work as a helper and
some days as a tailor. My wages have now
fallen by more than 25 percent a month.”

- Afifa, a 34-year-old daily wage garment
worker who works at an H&M supplier factory

3

Layoffs without payment because of the “No
Work No Pay” policy was the most common
response of suppliers to offset losses to
business due to Covid-19 in 2020.

Workers in LMW and HMW regions
experienced a high number of layoffs,
peaking from May to July 2020.

e In LMW regions, 63-71% of the workers
experienced layoff in the months of June
and July 2020, while in HMW regions, 62-
67% experienced layoff in the months of
May and June 2020.

o Workers in both regions reported high
loss of work days through layoff. HMW
regions reported 40-41% loss in work
daysin May and June 2020, while workers
in LMW regions reported 22-36% loss in
work days in June and July 2020.

e While the loss of work days remained
high for LMW regions during June to
September 2020, it recovered to almost
pre-recession levels from October
onwards. However, in HMW regions, while
the loss of work days reduced from July
2020 onwards, it remained high, with 12%
loss in work days by the end of the year.

o While only 2% of the workers were laid off
in LMW regions by the end of the year,
a higher number of workers continued
to be laid off in HMW regions, with 24%
reporting layoff in December 2020.

Workers report that suppliers resort to illegal
means to implement the “No Work No Pay”
policy. In the workers’ payslips, the days of
layoff in the month are reported as absence
from work, even though workers were not
given work and asked not to report to the
factory. Documenting layoff as absence
from work can be considered “indiscipline”
and can later be used to terminate workers
for misbehaviour.
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Figure 5.10: Trend in percentage of workers facing layoff across

minimum wage regions, 2020
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Figure 5.11: Percentage loss in work days, 2020
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Non-Payment Of Mandated

Termination Benefits

Legally

8% of the workers surveyed, across
regions, reported that they were
terminated:

Terminations were significantly higher
among workers in HMW regions, where
1% of the workers reported terminations,
while only 3% in LMW regions reported
terminations.

81% of the workers reported that they did
not receive legally mandated termination
benefits, with both FTC and UTC workers

(49

“I was terminated from the factory in
June 2020, just three months after [ had
joined. The factory management said they
did not have new orders from brands
and they terminated all the new hires
in my department. I did not receive any
termination benefits, and I could not
find another job. My family was in deep
financial stress. We reduced meat intake
in our food and cut down usage of gas and
electricity. We did not want to borrow
money, as we had already taken debt to buy
a motor vehicle in January.”

- Tuti, a 28-year-old garment worker, who
worked at an Adidas supplier factory

3

reporting that they did not receive full
termination benefits. Often, FTC workers are
not converted to UTC workers even though
they have worked at the same factory for
several years. This allows employers to
terminate them with ease and deny them
their termination benefits.

76% of the terminated workers reported
that they were not able to find any other
work after being terminated, remaining
unemployed and without any income
throughout the course of the year. Some
workers, like Sari for instance, were rehired
in the same factory on far more insecure
contracts. Others, like Farah, were forced
to accept extremely precarious daily wage
jobs with much lower wages.
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(49

“The factory laid off all workers in July and
August and paid us only half our wages.
In September, when they called us back,

they forced permanent employees like me
to resign and rejoin as contract workers,

with 3-month contracts. We lost access to
health insurance, social security schemes
and faced wage cuts. From June, I have
taken debt every month just to meet the
medical expenses of my sick mother and the
educational expenses of my children.”

- Sari, a 35-year-old garment worker who
works at a The Children’s Place supplier
factory

3

B. Unpaid And Underpaid Overtime

Unpaid or underpaid overtime work is
one of the main practices through which
wage theft is operationalised. According to
Indonesian law, overtime is paid according
to differing rates, ranging from 150-400% of
hourly wages, based on the day of the week
and the number of hours of overtime (see
Appendix).

While the number of hours of overtime
reduced due to the contraction of production
during the pandemic, the large majority of
workers who performed overtime were not
paid legally mandated overtime rates.

In LMW regions, workers were less likely to
receive legally mandated overtime wages,
with 89% of the workers reporting the same.
In HMW regions, 67% reported that they
did not receive legally mandated overtime
wages. Suppliers engaged in deceptive
practices to deny overtime payment,
including under-reporting hours of work on
workers’ payslips, as in the case of Fitri.

Figure 5.12: Percentage of workers receiving legally mandated

overtime pay, 2020
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While workers faced increasing layoffs during
the pandemic-induced recession period,
they were also forced to work longer hours on
the days they received work. This is because
different workers were laid off on different
days, significantly reducing the number of
workers per production line on any given
day. The workers who received work had to
work longer hours and meet more production
targets, without legal overtime wages.

(49

“I was forced to resign from my job because
I participated in a strike when my wages
dipped so low that I could not meet any
expenses. After a few months, I got a job

as a daily wage worker in another factory,
where [ earn a little bit more than my
previous job. I only get work 3 days a week,
and my daily wages remain the same even
when I'm forced to work several hours of
overtime.”

- Farah, a 37-year- old garment worker who
worked at an H&M supplier factory

b b/
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(49

“By July 2020, my monthly salary was
reduced by one-third because I was laid
off for several months. This continued

until September, when the No Work No
Pay policy was announced by the factory,
and my salary fell by 70 percent. [ was
receiving IDR 2 million per month before
Covid-19 and from September onwards,
I only got IDR 630,000. Despite working
in the factory for more than 4 years, I was
still employed as an FTC worker, making
it easier to deny my wages. On paper, the
working hours were from 6 AM and ends
at 4 PM, but I ended up working until 9PM
on most days. [ was not allowed to leave
until I met the production targets, which
was difficult due to the reduced number of
workers in the production line. We worked

a single day with a two-day workload,
without receiving wages for our extra

work!”

— Fitri, a 37-year old garment worker from an
H&M supplier factory

3

Despite facing inhumane conditions on
the days that she received work, Fitri’s
salary was not adequate to even pay back
her loans, requiring her to pay 700,000
IDR per month for three years. In addition
to repaying her loans monthly, she has
to cover cost of education for her two
children. The school fees and additional
costs such as data packages for online
classes take up another 300,000 IDR per
month. She had taken the loan to buy a
motorcycle for her husband, who uses
it to work as a motorcycle driver. Along
with some other odd jobs, he is only able
to earn an average of IDR 50,000 per
month. This money is spent on groceries
and to pay utilities such as electricity,
gas, and water.

C.Bonus Theft

Annual bonus, paid as the Eid-ul-Fitr festive
bonus, forms an important portion of
workers’ earnings in Indonesia. As low-paid
workers, garment workers are highly reliant
on the annual bonus as an additional source
of income. However, bonus is often the
first benefit to get cut during a crisis, as it
is considered an ‘optional payment’ despite
its significance to workers’ livelihoods. The
customary practice is to pay one month’s
wages as annual bonus.

The majority of workers reported that they
did not receive the full bonus, even though
98% of the workers reported receiving some
bonus.

Table 5.2: Cuts in bonus payment by region, 2020

Average % Cut in
Bonus Bonus
Paid

Low

Minimum 05 usp 112UsD 44

Wage

Region

High

Minimum o0 ysp 163 USD 35

Wage

Region

Source: Primary data, n = 390

Several factories informed workers that they
would pay the bonus in installments over the
course of the year. However, by the end of
the year, workers were yet to receive 35-
44% of their bonus.

section 5: An Unfolding
Humanitarian Crisis

As the actions of brands resulted in extensive
wage theft over the course of 2020, workers
and their households were pushed into
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deeper job insecurity and precarity. Workers
surveyed in Indonesia had worked an
average of nine years in the same factory but
earned low wages, leaving them with little
savings to tide over the crisis. As a result,
they were forced to resort to: (a) reduction in
consumption, (b) increase in indebtedness,
and (c) liquidating assets.

 As their wages dipped,
workers in Indonesia
reduced their consumption
by 10%, which did not
recover by the end of the
year.

1. A Push To Deeper
Poverty

Our survey indicates that:

e Monthly wages for garment workers
remained just below the international
poverty line even before the pandemic.
After April, there was a sharp decline
in wages and household income of
Indonesian garment workers due to
the Covid-19 crisis, pushing them into
severe poverty (Figure 5.13). This is
despite a conservative reference point,
as the international poverty line of the
World Bank is not based on living wage
calculations and also ignores non-income
dimensions of poverty.

e In 2020, even household income, which
includes total income of all earning
members of the household, falls short
when AFWAs living wage figure is
considered (Figure 5.14). This shows the
extent of precarity faced by garment
workers and their families.

o Despite some evidence of middle-
aged workers earning slightly more

than younger workers, wages earned
by the majority of younger workers are
no different from that of middle-aged
workers, indicating that wages have
remained stagnant regardless of work
experience (Figure 5.15).

Figure 5.13: Trend in monthly wages with reference to
international poverty line (World Bank, 2020)
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Figure 5.14: Trend in monthly household income with reference
to AFWA living wage, 2020
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Figure 5.15: Age-wise distribution of wages
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2. Falling Consumption:
An Inability To Meet Basic
Needs

(49

“My company refused to provide me paid
leave after I was infected with Covid-19.

[ had to rent a house to quarantine myself

and had to bear the additional expenses of

medicines, tests, and food by myself. I lost
wages for a month and had to take debt
amounting to 4,300,000 IDR (301 USD)

just to meet basic expenses like food, rent

and education that month.”

- Shireen, 31-year-old garment worker who
works for an Inditex and Macy'’s supplier
factory

3

« Total consumption reduced

by 10% over the course of
the year, falling from an
average of 239 USD prior to
the pandemic to an average
of 213 USD in July 2020.

By the end of the year,
consumption increased to
an average of 231 USD but
remained below the pre-
pandemic levels.

In July, workers cut short their consumption
on food by 8%, on accommodation by 5%,
on education by 17%, on health by 10%, and
on socio-cultural heads by 25%. Indonesia
reported a high general inflation of 9%
and food inflation of 11%. Thus, the real
consumption is much lower than the nominal
values reported.

Average monthly household consumption
declined significantly across regions:

In HMW regions, consumption fell by 3%
from 247 USD in January-February 2020
to 239 USD in June 2020 and returned
nearly to pre-recession levels at the end
of the year.

In LMW regions, consumption was
extremely low at 227 USD even during
the pre-recession period. Workers were
forced to cut down consumption by 8%,
to 209 USD in June 2020. Consumption
did not recover and remained at the same
level by the end of the year.
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Figure 5.16: Trend in consumption across minimum wage

regions, 2020
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The share of wages in consumption was
already low at 77% prior to the pandemic-
induced recession, with the remaining
consumption being financed through debt.
Debt constituted 14% of consumption even
in the pre-recession period.

The share of wages in consumption declined
significantly over the course of the year, to
as low as 56% in June.

At the peak of the pandemic, debt financed
32-35% of consumption. This means that
workers were taking more debt to finance
reduced consumption.

Workers reported that they were taking debt
not only for consumption, but also to pay off
existing debt from the pre-pandemic period.

While the share of wages in consumption
returned to normal levels by the end of the
year, it is important to note that consumption
remained low and did not recover by
December 2020, which means that workers
continued to consume at survival levels
throughout the year.

Figure 5.17: Share of wages and debt in household consumption
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3. Borrowing To Survive

(49

“I'm a single woman, living with my aged
mother and two children. My ex-husband
only pays for the children’s education. I
have huge loans to repay from before the
pandemic, as my salary never covered our
household expenses, even before Covid-19.
[ have to take small loans from different
relatives to pay for our needs. I take IDR
500,000 from my brother, and other small
amounts from whoever has some money to
spare. [ don’t get money from my relatives
every month, there is no certainty. In those
months, [ have to try to find work as a
domestic work in the homes of friends who
still have jobs.”

- Nurul, a 29-year-old worker, who works
in factory in West Java, supplying to Lidl
and H&M, was laid off for 14 days a month,
creating huge instability in her income

3
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« 70% of the workers
reported that they incurred
debt during the pandemic
period to finance their
consumption.

Workers like Nurul reported taking loans
formeetingthe most basic consumption of
food, education, housing and healthcare.
Of these, more than half (56%) of the
workers reported that they took on more
debt for meeting their food requirements.

Around 31% of the workers depended
on banks or microfinance institutions for
loans, but workers reported that they
were unable to borrow more from formal
financial institutions as they were already
in a state of indebtedness, even before
the pandemic. Banks were therefore
unwilling to lend more credit to garment
workers.

The largest number of workers (35%)
depended on their personal networks,
i.e., friends, relatives or co-workers.
They took small amounts of money from
multiple people to sustain their basic
levels of consumption.

Figure 5.18: Reasons for incurring debt, 2020
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Figure 5.19: Sources of debt, 2020
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Access To Covid-19 Related Relief
Etforts

95% of the workers reported that they were able to access some form of relief/support
during the Covid-19 crisis.

o The government’s income and food support came as a major relief for garment workers.
92% of the workers reported they received monetary support and 36% received food
support from the government.

o However, support from other sources were low. This also shows that employers largely
abdicated their responsibility for the well-being of garment workers during the Covid-19
crisis. The lack of support from other sources made workers extremely dependent on
government relief, which in itself was inadequate to meet their basic needs.

Figure 5.20: Percentage of workers who received Covid-19 support from various sources
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Section 6: 2021 - The Tragedy Repeats

The Covid-19 crisis has worsened in 2021 and the government has imposed partial and regional
lockdowns known as Restriction on Public Activities (locally referred to as Pemberlakuan
Pembatasan Kegiatan Masyarakat or PPKM). Garment factories are allowed to operate,
provided they obtain permits to do so. However, workers report that suppliers have flouted
health and safety protocols, endangering the well-being of workers and their families.

In February 2021, the government announced that employers can pay workers below the
minimum wage levels based on agreement with unions, provided the enterprise employs at
least 200 workers and the percentage of labour cost is a minimum of 15% of the production
cost.’? This is likely to give way to a further downward pressure on wages and worsen the
spatial disparities in wages between different regions in Indonesia.

In a bid to attract foreign investment, the government has continued to flexibilise labour
relations through promoting Fixed Term Contracts and increasing work hours as part of
the rollout of the Omnibus Job Creation Law. Brands continue to take advantage of these
policies and they have not yet stepped forward to address the impact of wage theft faced by
garment workers in Indonesia. As a result, the most vulnerable workers continue to bear the
disproportionate costs of market fluctuations and deregulation of labour laws amidst a raging
pandemic.
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Chapter Highlights

o 89% of the workers experienced employment shocks at some point during
2020, either in the form of layoffs or terminations.

o Workers reported an overall wage theft of 23% in 2020, with a sharp decline
in wages by 73% during the Covid-19 lockdown period.

e During the Covid-19 lockdown in April and May, 2020, total consumption
reduced by 16%, with debt financing 81% of the total household

consumption.

e The average size of debt for garment workers increased more than two-fold
in 2020, from 152 USD in the pre-pandemic period to 360 USD by December,

2020.

e 93% of the workers were pushed below the international poverty line of the
World Bank (measured at 3.2 USD PPP) in April and May, 2020.

Section 1: Introduction

The arbitrary lockdown imposed by the
Government of India in March 2020 that
completely halted production activities
overnight emerged as one of the key drivers
of distress faced by millions of garment
workers in India. The lockdown-induced
distress became a humanitarian crisis due
to the large-scale order cancellations and
retroactive price reductions by brands for
goods that were already in production or
completed and ready to be shipped.

The textile and garment industry, which is
the second largest employment generator
in India after agriculture, directly employs
45 million people and 60 million in allied
industries and earns around 40 billion USD
as foreign exchange." The industry accounts
for 5% of the global market share, with
India being ranked as the 5th largest global
exporter of Ready-made Garments (RMG)2.

During the Covid-19 crisis in 2020, most
suppliers suffered a decline in revenue due
to total or partial cancellations of orders and

demands for discounts by global brands,
which led to a piling up of unsold inventory
and a shortage of working capital.® Though
some suppliers diversified by producing
Personal Protective Equipment (PPE) and
focused on opportunities in the domestic
market, these were not sustainable business
solutions. Suppliers who were operating on
wafer-thin margins thus resorted to wage
theft to stay solvent.

Without wages from employers and with
limited assistance from the government,
garment workers and their families were
pushed to extreme crisis. During the Covid-19
lockdown, most garment workers were
laid off or suspended without paid leave or
social security benefits, pushing thousands
of workers into hunger and poverty. Most
workers reported that they were unable to
secure adequate food or pay rent in April
and May, 2020 and were forced to borrow
from local moneylenders at usurious rates of
interest.# In cases where employers provided
food, shelter and salary during the lockdown,
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workers were forced to compensate for it
with unpaid overtime in the post-lockdown
period.®

Section 2: The Methodology
In Brief

1. Sampling

AFWA conducted a survey of 433 workers
from 51 garment factories and 4 processing
units (yarn and fabric) in India, spread across
four top garment producing states in India,
namely Gujarat (Ahmedabad), Haryana
(Gurgaon, Faridabad), Karnataka (Bangalore)
and Tamil Nadu (Erode and Tirupur). The
average size of the selected factories is
given in Figure 6.1, and the details of workers
surveyed are provided below.

Figure 6.1: Classification of the selected factories according to the
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Details Of Workers Surveyed
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2. Limitations Of Sampling

e 42% of workers interviewed were
trade union members as the surveys
were conducted by trade union
representatives.

Trade union members are more likely to
have relatively secure employment and fare
better than non-unionised workers. This
chapter provides a picture of the severity of
the crisis by analysing its impact on workers
with relatively secure employment and
better conditions. The gaps in data collection
have been bridged through qualitative and
anecdotal information on the conditions
facing more vulnerable workers who are not
unionised and have insecure employment.

e There is an under-representation
of workers who were terminated,
especially among migrants.

Many migrants who were terminated
returned to their native villages and towns
after losing employment and could not be

Figure 6.2: Classification of time periods, 2020
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tracked down by the field investigators.
To bridge this gap, targeted interviews
were conducted with migrant workers who
approached the unions with cases of illegal
terminations or loss of jobs as a result of
factory closure without payment of legally
mandated compensations.

e Migrant workers staying in employer
provided housing in Tamil Nadu and
Karnataka could not be surveyed due
to difficulties in accessing them, as
factory management refused to allow
these workers to engage with outsiders.

3. Classification Of Time
Periods, 2020

Our survey has measured variables
across four time periods, based on the
implementation of Covid-19 lockdown
restrictions in India. The graphs also show
variables across these time periods.

Slight increase in orders for garment export
factories as some of the cancelled orders from
China, due to the Covid-19 crisis, were shifted
to India.

Garment factories working at almost full
capacity.

Total shutdown of garment factories, except
those producing medical and para-medical
gear like Personal Protective Equipment (PPE)
and masks.

Reopening of garment factories.

Slow recovery in garment production due to
low consumer demand with lockdowns being
reintroduced in Europe due to rising Covid-19
cases.
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section 3: Covid-19 And The
Export-Oriented Garment
Industry In India

1. How Did Covid-19
Affect India’s Garment
Exports?

Indian garment exports have been declining
over the last four years in terms of value of
exports due to sluggish demand from the
US and EU as well as rising competition from
other garment exporting countries in Asia.
This trend worsened in 2020 during the
Covid-19 crisis as brands cancelled orders
or demanded retroactive price reductions,
for goods already in production or ready to
be shipped.

Garment exports from India fell from 16.25
billion USD in 2019 to 12.26 billion USD in
2020, which is a reduction of around 24%
(Figure 6.3). Most of this fall was experienced
during the total lockdown phase with April
reporting a decline in exports of almost 91%.

Exports from India had experienced a slight

Figure6.3: Trend in RMG exports from India - 2019 vs. 2020
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increase in February, 2020, as suppliers did
not suffer from a raw material shortage,
and orders from certain brands shifted from
China to India. However, this advantage was
soon lost with the imposition of the lockdown
which also coincided with order cancellations
by brands.

Exports picked up post-lockdown till
September 2020, then dropped again till
November due to lower consumer demand in
Europe, when lockdowns were reintroduced
with rising Covid-19 cases. Exports did not
reach pre-Covid levels even in December
2020 and declined once again in mid-2021
due to the second wave of Covid-19 in India.

2. What Did The Indian
Government Do For
Garment Workers?

While the government eased liquidity for
garment suppliers through tax incentives
and by facilitating credit flow, there was no
concerted intervention by the government
to address the crisis of unpaid wages in the
industry. The Government of India issued
an advisory in March 2020 to all employers’
associations to not terminate their employees,
particularly casual and contractual workers
or cut wages of workers in view of the
lockdown.® However, it was not enforced as
it was legally contested by employers who
cited weak finances and limited monetary
support from the government. Moreover,
instead of safeguarding labour rights, the
central government as well as several
state governments also pushed through
key labour reforms during the crisis,” that
further undermined workers’ basic rights
and bargaining power to fight the Covid-19
induced wage theft in the garment industry.
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3. How Did India’s
Suppliers React To The
Covid-19 Crisis?

During the Covid-19 crisis, Indian suppliers
suffered multiple issues like order
cancellations by brands, weak demand in the
domestic market (due to fall in disposable
income and consumer confidence), reduction
in operating surpluses and inadequate
support from the government. India’s
suppliers passed the cost of these issues
onto workers by engaging in widespread
layoffs and terminations, with most workers
not receiving layoff compensation and
termination benefits.

In some cases, suppliers extended relief to
garment workers through cash transfers
and in-kind support during the lockdown.
However, once work resumed, they forced
these workers to do unpaid overtime work
as compensation for the relief provided.

section 4: Hyper-
Exploitation Of Labour
Through Wage Theft

1. Wage Theft Estimates

Wage theft was the predominant feature of
the Covid-19 crisis for garment workers in
India, with our survey estimates indicating
that 79,600 garment workers across 55
factories in India were denied 29.67 million
USD as wages due to order cancellations,
non-payment for existing orders, and other
irresponsible practices by brands during
the pandemic. Wage theft peaked in April
and May 2020 but workers consistently
experienced wage theft throughout the year
(Figure 6.4), and well into 2021 due to the
second wave of Covid-19. The magnitude

of wage theft declined from June 2020 with
increase in production due to relaxation of
lockdown-related restrictions.

Figure 6.4: Wage theft estimates, 2020
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« Workers reported an overall
wage theft of 23% in 2020, with
a sharp decline in wages by 73
% during the lockdown period.

« Wages never recovered to
the pre-pandemic levels in
2020 as workers continued
to experience wage theft of
around 5% even in November
and December, 2020.

e Of the 29.67 million dollars’
worth of wages that workers
lost, 5.3 million dollars was lost
in the form of festive bonuses,
which is an integral income
supplement to workers who
are paid poverty-level wages.
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Wage Theft Figures

95 433

Factories surveyed Workers surveyed

For surveyed workers

140,336 26,460 3,655

Actual wage theft Actual bonus theft Actual wage theft per
(USD) (USD) factory (USD)

Wage theft estimates

79,600 29.67 Million

Total number of workers Wage theft across surveyed factories
across surveyed factories (USD)

5.34 Million 1.15 Million

Bonus theft across surveyed  Average wage theft per
factories (USD) factory (USD)
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2. Pre-Existing Inequalities
As A Fertile Ground For
Covid-19 Wage Theft

Wages and working conditions are shaped
by pre-existing inequalities in the labour
market in the form of age, caste, gender
and contractual status. During the pre-
pandemic period, brands took advantage of
these disparities to systematically underpay
vulnerable segments of the workforce and
to flexibilise employment relations.

Gender Pay Gap

Although wages of both men and women
fell during the Covid-19 lockdown period,
the monthly gender pay gap reversed when
compared to the pre-pandemic period, with
women earning more than men between
March and May 2020 (Figure 6.5). This is
because, during these months, more women
workers were engaged in the production
of Personal Protective Equipment (PPE).
Men were mainly laid off or in places like
Ahmedabad and Gurgaon, where suppliers
employ a large number of single male
migrants, many had returned to their villages
during the migrant-exodus in March 2020,
forcing suppliers to employ more women in
PPE production. Most women engaged in
PPE production stated that they were forced
to work extremely long hours at very low
wages during this period.

However, once garment production resumed
from June, with migrant men also slowly
returning back to work, the monthly gender
wage gap started going back to pre-
pandemic levels with men earning more than
women workers.

Figure 6.5: Trend in monthly wages by gender, 2020
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(49

“After the lockdown, the factory stated
the creche facility will not be reopening
due to health and safety concerns. With
a two-year-old child, how could I return
to work without a creche in the factory?
We had no savings and were in massive

debt after the lockdown, so for a few days,
[ left my child at a neighbour’s house and
returned to work. But it could not be
sustained, and the manager said its better
I resign, as they were anyway trying to cut
down their workforce. So, I resigned and
started selling vegetables at the market,
where I could at least take my baby to
work. I hardly earn 5000 INR (69 USD) a
month now. I wish I could return to the
factory so I could earn more and give my
baby more nutritious food.”

- Saritha, 25-year-old garment worker at
PVH supplier factory in Bengaluru

3
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Gendered Impacts Of Creches
Closures

As seen in the case of Saritha, many young
women workers in Karnataka were forced
to resign in 2020 after garment factories
refused to reopen creches after the Covid-19
lockdown. Under the Maternity Benefit
(Amendment) Act, 2017, factories with more
than 30 women employees have to provide
a creche for children under six. However,
garment factories refused to reopen these
creches after the Covid-19 lockdown citing
health and safety concerns. This is despite
labour department officials stating that the
government had not given any permission to
close creches after the Covid-19 lockdown.®
Given these circumstances, trade unions
strongly believe that creches were not
reopened throughout 2020 as a means to
force young working women like Saritha to
voluntarily resign. With young mothers being
discouraged from labour market participation
due to loss of access to childcare, the health
and wellbeing of their children have been
seriously compromised.

The Plight Of Pregnant Women
During Covid-19

In the pre-pandemic period itself, pregnant
garment workers faced multiple types of
discriminatory treatment and behaviour,
ranging from increased verbal abuse or
reduced pay to terminations and forced
resignations. This situation exacerbated
during the Covid-19 pandemic, despite Indian
labour laws providing various maternity
benefits, including 26 weeks of paid leave

for pregnant women.

Reports collected during our surveys
indicate:

« Some garment factories stating health
and safety concerns, forced pregnant
women to resign after the Covid-19
lockdown. Most of these workers received

no severance benefits.

In some factories, there was forced
termination of all pregnant women
immediately after the Covid-19 lockdown,
with a particular factory even forcing all
women workers to undergo ultrasound
scans violating workers’ bodily rights and
privacy and using the results to terminate
pregnant women workers. None of these
workers received full severance benefits.

In some cases, as below, pregnant women
were forced to go on paid leave in the
early months of their pregnancy itself,
while they wished to use their maternity
leave only in the later months of their
pregnancy. This forced many pregnant
women workers to resign immediately
after the birth of their child as they had
exhausted their maternity leave and with
creches closed, had no affordable child
care options.
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“I was one month pregnant when my factory closed during the lockdown in March,
2020. My husband, lost his job during the lockdown and was unable to find himself
another job till July, 2020. Despite having worked as a tailor in the garment industry for
10 years I had only 3000 INR (40 USD) as savings to meet the needs of a family of four
for two months.

I received wages (8500 INR/116USD) for March only by mid-April. I did not receive
wages for April and May as I could not report back to work on time, due to lack of
transport facilities because of travel restrictions by the government. When I returned
to the factory by the end of May, I was forced to take maternity leave from June, despite
being only three months pregnant. In normal circumstances, I would have taken
maternity leave only in the last month of my pregnancy, so that I could spend a few
months with my child while getting paid and returned to work soon after the 6-month
paid leave was over.

My family survived the lockdown period, only due to the kindness of neighbours and
family members. The factory and the brand did nothing for us - they left us to starve,
despite having worked for years for them. After my husband lost his job, we ran out of
money by the third week of April. Our neighbours knew how poor we were, so even if
they had little, they gave us some food they cooked or passed 100-200 INR (1-3 USD)
to me every week. The tension and stress of managing our family’s financial needs,
the domestic work and the Covid-19 situation put me in grave mental agony. I did
not know how we would survive. In the first week of May, I fainted from high blood
pressure and had to be admitted in the hospital. The doctor said I needed to relax more,
but how can you relax, when you don’t know where your next meal will come from?”

- Usha, a 31-year-old garment worker working at a H&M supplier factory in Bengaluru

3

Usha had her baby in November, 2020 but since she had exhausted her paid leave by
then, she availed unpaid leave till January, 2021. Realising that a return to the factory
will not be possible with the Covid-19 pandemic spreading and with the creche closed
in the factory, she resigned from her job in February 2021 and has not returned to the
workforce since. She is considering selling vegetables in a cart, so that she does not
have to ask her husband for money.

The Exploitation Of Dalit Labour

Caste-based discrimination, which includes
discrimination based on caste, work and
descent, and similar forms of inherited status
is a common form of discrimination in Indian
garment factories, especially in Tamil Nadu.®

Dalits or Scheduled Castes (SCs) are the
most affected by caste-based discrimination,
as they are often considered “untouchable,”
with the vast majority of workers from this
community being subjected to forced labour
in South Asia.
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In the pre-pandemic period itself, Dalit
garment workers, including those in our
sample, were earning significantly lower
than workers from other communities
(Figure 6.6). They faced bigotry at multiple
fronts as they were:

e Concentrated in the most poorly paid
and hazardous jobs in the garment and
textile industry, with many garment
factories hiring Dalits from the most
historically stigmatised communities for
only janitorial work like cleaning cotton
waste from factory floors, cleaning
toilets, etc.

» Relegated to poorer working conditions
than non-Dalits including lower wages,
longer working hours and higher chances
of sexual harassment.

o Discriminated against promotion or
being considered for higher positions in
the industry.

o Discriminated against services provided
by employers including access to social
security, employer provided housing and
trainings.

« This systemic discrimination
against Dalits was accentuated
during the Covid-19 lockdown
period in terms of wage theft,
with Dalit workers facing the
highest fall in wages when
compared to every other social
category. While the wages of
OBC workers dipped by 55%,
and General category workers
by 57%, the wages of SC
workers dipped by 79%.

However, while the wages of SC workers
climbed to almost pre-pandemic levels
by the end of 2020, the wages of General
and OBC workers remained below pre-
pandemic levels. This is because the latter
are concentrated in tailoring roles where
they depend significantly on overtime pay
which was now reduced due to low orders
from brands in 2020.

Figure 6.6: Trend in wages by social category, 2020
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Contract And Casual Labour Worst
Affected By Covid-19

(49

“My contractor did not even pay
me for days I worked in March.
He switched off his phone and
disappeared. My family was left
starving with no work or money
for two months. We took 10,000
INR (135 USD) as debt from a
money lender at 10% interest.
We ate only rice porridge for two
months.”

- Ashok, a contract worker at a
Walmart supplier factory in Tirupur

3
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For this survey, garment workers in India
are broadly divided into three categories in
terms of contract type, namely:

Permanent workers: Workers who are
directly employed by the factory, receive a
monthly wage (generally directly deposited
to their bank account) and have access to
social security benefits including Employees
Provident Fund (EPF), Employees State
Insurance (ESI) and Gratuity under the
Payment of Gratuity Act (1972). However,
these workers may or may not have a
contract.

Contract workers: These are workers who
receive a monthly wage but do not have
access to any form of social security and are
employed by a factory generally through a
contractor for a fixed time period ranging
between 1-2 years. These workers do not
generally have a contract.

Casual workers: These are daily wage
workers, who do not have access to any
form of social security and are employed
by a factory either directly or through a
contractor. While most casual workers are

- -L_- 1
=

-

engaged only for short periods of time, all
workers sampled in this survey have worked
for at least one year in the given factory.
These workers do not generally have a
contract.

« All contract workers surveyed
stated that they received no
wages in the months of April
and May, 2020.

In the pre-pandemic period itself there
was a gap between the monthly wages of
permanent workers and contract workers,
despite both categories of workers being
engaged in similar tasks (mainly as tailors)
and working for almost the same hours
(Figure 6.7). The wages of casual workers
were much lower than workers in the other
two categories in the pre-pandemic period
itself as they were engaged in more poorly
paid jobs including as cleaners, who remove
cotton waste from factory floors.
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While the monthly wages of all categories
of workers fell from March 2020, contract
workers faced the highest dip in wages
during the Covid-19 lockdown period.
Permanent workers faced a 69% dip in
wages, casual workers an 86% dip in wages
while contract workers faced a 100% dip in
wages. In other words, all contract workers
reported that they received no wages during
April and May, 2020.

Casual workers were able to earn at least
some wages during the lockdown period
as opposed to contract workers as some
casual workers were called to clean factory
floors especially in factories where PPE
production was going on. While wages of
casual and permanent workers went back to
pre-pandemic level by the end of 2020, the
wages of contract workers remained lower
than the pre-pandemic levels. Contract
workers say that this is because they had
lower overtime pay during the Covid-19
period in 2020. Overtime pay was a major
component of their pre-pandemic wage,
especially in 2019.

Figure 6.7: Trend in wages by contract type, 2020
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3. Forms Of Covid-19
Wage Theft

Wage theft is endemic in global garment
supply chains due to power asymmetry
between brands, suppliers, and workers.
Brands force suppliers to drive down
production costs and suppliers in turn pass
this down to workers through various forms of
wage theft. The contraction of business and
factory closures due to brands’ purchasing
practices led to an escalation of wage theft
in India through: (A) layoff and termination
without legal dues and benefits, and forced
resignation; (B) unpaid, underpaid, and
forced overtime; (C) bonus theft; and (D)
social security theft.

A.Layoffs, Terminations, And
Forced Resignations

(49

“We received no wages for the
lockdown period. Once we returned to
work after the lockdown, they asked
us to resign and rejoin the factory as
new employees. If we refused to do
that, they threatened to terminate us.
We used to be permanent employees;
the new contracts made us contract
employees. I did not receive my
gratuity amount after I resigned
and I lost all access to social security
schemes when I rejoined.”

- Mahesh, a migrant worker working for
US Polo supplier factory in Gurgaon

3

100



« 89% of the workers in
our survey experienced
employment shocks at some
point during 2020, either
in the form of layoffs or
terminations (Figure 6.8).

Figure 6.8: Composition of employment loss, 2020
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e 79% of the garment workers surveyed
were laid off, with all laid-off workers
stating that they were laid off in April and
May, 2020 during the Covid-19 lockdown
(Figure 6.9).

e Only11% of the workers did not experience
job loss and all these workers were
involved in the production of medical and
paramedical gear during the Covid-19
lockdown period.

e 10% of the surveyed workers reported
they were either terminated or coerced to
resign under various pretexts, including:

a) In some factories, after the Covid-19
lockdown, workers with more than five years
of experience were forced to voluntarily

Figure 6.9: Trend in average number of days of layoff, 2020
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resign and rejoin as new employees. If they
refused to do this, they were threatened
with termination with no possibility for being
rehired. All these workers who voluntarily
resigned did not receive their seniority
benefits. Moreover, some of these workers,
who were permanent workers, were rehired
as contract labour.

b) Some factories arbitrarily stopped
transportation facilities either completely or
to certain areas after the Covid-19 lockdown,
forcing workers to resign.

Many garment workers in rural regions in
Tamil Nadu and Karnataka spend 3-4 hours
travelling to and from garment factories. For
these workers, factories can be accessed
only through factory buses as public
transportation is limited in their villages and
workers do not own private vehicles. The
discontinuation of transport facilities by
many factories, sometimes due to Covid-19
related travel restrictions by the government,
forced some workers, especially women to
resign.

c) In a few factories which closed down in
2020, workers were told that they will not
receive their severance benefits if they did
not voluntarily resign. Most of these workers
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did not receive full seniority benefits after
resignation.

d) As stated in the previous section, the
arbitrary closure of creches after the
Covid-19 lockdown and the discriminatory
labour practices towards pregnant women
also forced some women workers to
voluntarily resign.

B. Unpaid, Underpaid, And Forced
Overtime

(49

“No one in our factory received
wages for the lockdown period
in April and May, 2020. When
the factory reopened in June,
there was a huge increase in
verbal harassment, including
name-calling, slut-shaming and
constant threats of termination.
If we wanted to take even a one-
day leave due to any illness, they
would shout at us and tell us to
just resign and never return to
work. In August and September,
we were forced to do at least
30 minutes of unpaid overtime
almost every day.”

- Soumya, 28-year-old tailor at
Primark supplier factory in Tirupur

3

Forced Overtime In Tamil Nadu

According to the Factories Act, 1948, a
factory cannot employ a worker for more
than 9 hours a day or for more than 48 hours
in any week, and employers are required
to pay twice the regular hourly wages for
overtime work performed. However, in the
pre-pandemic period the average working
hours per day for garment workers in Tamil

Nadu was 11 hours. Thus, garment factories
in Tamil Nadu were violating national laws
with regard to overtime in the pre-pandemic
period not just through underpayment or
non-payment for overtime work but by also
forcing workers to work beyond the legally
allowed working hours. While working hours
fell to zero in April and May in Tamil Nadu,
by June 2020, the average working hours
per day went back to pre-pandemic levels
with workers reporting a 11-hour workday,
indicating a continuum in violation of rules by
Tamil Nadu garment factories with regard to
working hours after the Covid-19 lockdown.

Unpaid And Underpaid Overtime

Unpaid or underpaid overtime work is
another major practice through which wage
theft is enabled.

e In the pre-pandemic period itself, only
77% permanent workers, 54% contract
workers and 33% casual workers reported
receiving any payment for overtime work
(figure 6.10). Most workers stated that
overtime work was paid at regular hourly
wage rate instead of twice the hourly
wage rate as required by law.

e During the Covid-19 lockdown there was
a general fallin the percentage of workers
receiving any payment for overtime work,
across all contract types. However, the
steepest decline was seen in the case of
contract workers, as no contract worker
received any overtime pay during April
and May, 2020. But, the percentage of
contract workers employed in overtime
work was also limited during this period
as suppliers mostly engaged permanent
workers in PPE production during the
lockdown. There was a10% fall in overtime
pay received by regular workers and an
8% fall in overtime pay received by casual
workers during this period. However, the
percentage of workers receiving overtime
pay, across all contract types went back
to almost pre-pandemic levels between
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June to October, 2020. As in the pre-
pandemic period, most workers stated
that overtime work was paid at regular
hourly wage rate as opposed to twice the
hourly wage rate as required by law from
June, 2020.

Figure 6.10: Trend in overtime pay received by contract type,
2020
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C.Bonus Theft

(49

“During the lockdown period, they
paid us no wages. We had no savings
and we survived having only rice and

water. Once, we returned to work, they
forced us to do unpaid overtime. We
at least thought, after all the suffering
we underwent for the factory over the
years, working long hours, harassing our
bodies, they would at least give us our
due bonus amount during this crisis—
they just gave us 1500 INR (21 USD) and
told us we should be grateful that we
have not been terminated yet.”

- Chellamma, 36-year-old garment worker
at a C&A supplier factory in Tamil Nadu

3

Thenon-paymentorpartialpayment of festive
bonuses constitutes another form of wage
theft in India during the pandemic period.
Bonus theft has significant consequences
for garment workers as it serves as a crucial
income supplement to their poverty-level
wages.

In India, permanent workers, usually receive
at least one festive bonus every year, which
is generally equal to one month's wages.
Contract and casual workers also receive
festive bonuses, either as cash or in-kind,
with the bonus amount varying significantly
across factories and regions. The festive
bonus is given in different months in different
regions based on regional festivities like
Diwali (Gujarat, Haryana, Tamil Nadu),
Dussehra (Karnataka), Pongal (Tamil Nadu)
etc.

e While all permanent
workers stated that they
received at least one
festive bonus in 2019,
only 75% permanent
workers stated that they
received it in 2020. For
workers who received
festive bonus, the average
bonus amount fell from
142 USD in 2019 to 109
USD in 2020.
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D. Social Security Theft

Permanent workers are entitled to two main
social security benefits, namely:

Employees’ Provident Fund (EPF): Thisisa
government managed retirement savings
scheme for workers. Both the employer
and the employee need to contribute 10-
12% of the employee’s wages in every
wage period towards the EPF.

Employees’ State Insurance (ESI): This
is a health insurance scheme for Indian
workers. While the employee needs
to contribute 0.75% of the wages, the
employer needs to contribute 3.25% of
the wages of the employee in every wage
period to the ESI.

Figure 6.11: Trend in access to social security benefits, 2020
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« It was observed that
there was a dramatic
fall in both EPF and ESI
contributions to workers
during the lockdown
period (Figure 6.11). While
92% of permanent workers
reported receiving these
benefits at the beginning of
the year, this came down to
46% during April and May,
2020. The figures gradually
rose and stabilised just
below 90% by the end of
2020.

section 5: An Unfolding
Humanitarian Crisis

The business practices by brands
precipitated extensive wage theft during
the Covid-19 crisis in 2020, pushing workers
into severe poverty.

Despite both male and female workers having
an average six years of work experience, all
workers sampled in this research stated that
they did not have enough savings to tide
over even a two-month layoff period without
1) reducing consumption, especially cost of
children’s education, 2) incurring debt, or 3)
liquidating assets.

Figure 6.12: Trend in wages, consumption and debt, 2020
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« Asthe wages of garment
workers in India dipped by
around 70% in April and
May, 2020 the debt taken
by workers increased by
around 68% for the same
period (Figure 6.12).

(49

“Our family had no savings to get us
through the lockdown in 2020. We
could not take more debt as we had
taken 1.5 lakhs INR (2023 USD) as
debt for my husband’s heart surgery in
November, 2019. My husband stopped
having his essential medicines during
the lockdown, as we had no money
to purchase them. I really worried he
would die and [ would be left alone to
care for our three children.”

- Saritha, 38-year-old garment worker at
Columbia Sportswear supplier factory in
Bengaluru

3
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1. APush Below The Poverty
Line
Our survey indicates that:

e There was a significant decline in
wages and household income of Indian
garment workers due to the Covid-19
crisis, pushing them into severe poverty
(Figure 6.13). In the pre-pandemic period
itself, wages of garment workers in India
were at poverty level. It declined sharply
during the lockdown period and did not
go back to pre-pandemic levels in 2020.
93% of the workers were pushed below
the international poverty line of the World
Bank (measured at 3.2 USD PPP) in April
and May, 2020.

e In 2020, even household income, which
includes total income of all earning
members of the household, falls short
when AFWAs living wage figure is
considered (Figure 6.14).

» Wages of garment workers have remained
stagnant, regardless of work experience,
as the age-wise distribution of wages
shows that middle-aged workers do not
have higher wages, compared to younger
workers (Figure 6.15).

Figure 6.13: Trend in monthly wages with reference to
international poverty line (World Bank), 2020
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Figure 6.14: Trend in monthly household income with reference
to AFWA living wage, 2020
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Figure 6.15: Age-wise distribution of wages, 2020
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2. Falling Consumption:
An Inability To Meet Basic
Needs

The most significant dips in consumption
during the Covid-19 lockdown were felt in
healthcare, entertainment and socio-cultural
spending, with workers cutting expenses on
these items to meet food costs and rent.
Education expenses were also low during
these months as compared to the pre-
pandemic period, but it could be because
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schools were closed and children were on
summer vacation. There was also a slight
dip in spending for food consumption, which
when coupled with the high food inflation
of 7-8% during those months, indicate that
workers were consuming much lower than
pre-pandemic levels.

Between June and September, 2020, monthly
average consumption rose to 214 USD, as
workers began to spend on essentials like
healthcare, which could not be accessed
during the lockdown and also on education,
as the school year in India begins around
June. By the end of the year, consumption
again declined to an average of 181 USD but
remained slightly higher than pre-pandemic
levels.

« Total consumption reduced
by 16% during the Covid-19
lockdown, falling from
a monthly average of 152
USD prior to the pandemic
to an average of 128 USD in
April and May, 2020.

o The highest dip in
consumption during the
Covid-19 lockdown was
observed in Tamil Nadu
(34%), followed by Haryana
(27%), Karnataka (20%), and
Gujarat (20%).

e Even in the pre-pandemic
period, poverty-level wages
for garment workers
allowed them to meet only
72% of the consumption

needs of their households
(Figure 6.16).

o At the peak of the
pandemic, debt
financed 81% of the total
consumption of the
workers’ household and
remained much higher
than pre-pandemic levels,

at 35% even in October,
2020.

Figure 6.16: Share of wages and debt in household consumption
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A State-Wise Analysis Of
Consumption Trends

It is also important to look at consumption
trends in India from a regional perspective,
as unlike other variables which show a
similar trend across regions, there is a
significant difference in the consumption
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trend in Karnataka as opposed to the other
three states (Figure 6.17).

In Karnataka there is a 90% increase in
monthly consumption after the lockdown in
April and May, 2020, while all other regions
show only a 40-50% increase. This is
because June is the beginning of the school
year, and most garment workers in Bengaluru
(the state capital of Karnataka) prefer to
send their children to private schools, which
are relatively expensive, even if it means
taking more debt as these workers see it as
a means to upward social mobility. As seen
in the section on debt below, it is only in
Karnataka that workers took debtin 2020 for
education. Information from the ground also
indicated that some women garment workers
in Bengaluru, during Covid-19 lockdown,
were willing to reduce food consumption,
which was at bare minimum, in order to save
money to purchase school textbooks for their
children in June. In all other regions, most
workers send their children to government
schools which charge a minimal fee.

Additionally, it is also important to note that
in many factories, especially in South India,
transport facilities which were provided
freely by the factory, started to be charged
after the lockdown period, adding to the
consumption expenses of workers. Workers
in Karnataka stated that there was 54%
increase in transport costs per month from
June as factories either hiked transport
charges or started charging for transport
facilities which were free in the pre-
pandemic period. Workers in other regions
also indicated that there was an increase
in transport costs from June, with workers
in Gujarat, Haryana and Tamil Nadu stating
there was around 20% increase in transport
costs per month from June, 2020.

Figure 6.17: Trend in consumption across regions, 2020
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3. Mortaging The Future
(4§

“We received no wages in April and
May, 2020. I pawned my wedding
jewellery to feed my family and pay
for my son’s college education. He
was the first person to go to college
from my family and I did not want
him to drop out, just because we were
poor. Sometimes I cannot sleep at
night thinking about the debt we have
incurred.”

- Maya, 36-year-old garment worker at
TESCO supplier factory in Tamil Nadu

3
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« The average size of debt for
garment workers increased
more than two-fold, from
152 USD pre-pandemic to

360 USD by the end of the
year.

95% of the workers took debt during the
Covid-19 lockdown period, while only
30% took debt from June, 2020.

60% of the workers took debt to meet
food expenses while 28% took debt to
pay rent (Figure 6.18).

83% of the workers depended on informal
sources of credit, mainly friends, relatives
and local money lenders, while only 7%
were able to access institutional credit
(Figure 6.19). Moreover, many workers
reported that they had to approach
multiple moneylenders, friends and
relatives to collect small amounts of debt
which varied from 500-2000 INR (7-40
USD) and how this entire process was
both distressing and humiliating.

Figure 6.18: Reasons for incurring debt, 2020

5%
Education

X Source: Primary data, n = 412 (workers who incurred debt)

Figure 6.19: Sources of debt, 2020
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Access To Govid-19 Related Relief Efforts

67% garment workers reported that they were able to access some form of Covid-19 relief in
2020. However, most workers stated that it was too little, too late.

e Around 30-40% of the workers received Covid-19 relief either as in-kind in the form of
dry food or through cash transfers from State governments (Figure 6.20). However, the
cash support was a meagre one-time amount of 1000-2000 INR (13-26 USD), which could
hardly help meet consumption needs for more than a week.

e Around 10% of the workers reported they received monetary support from trade unions/
NGOs while around 30% stated they received dry food packets from unions/NGOs.

e Around 10% of the workers received monetary support from suppliers. However most
workers reported that they were forced to compensate for it with unpaid overtime in the
post-lockdown period.

o Workers were not able to access any healthcare support through any sources during the
Covid-19 crisis in 2020.

Figure 6.20: Percentage of workers who received Covid-19 support from various sources
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Section 6: 2021 - The Tragedy Repeats

The second wave of Covid-19 started in mid-March, 2021 overwhelming the healthcare
system, with shortages in oxygen cylinders and critical medicines and adversely affecting all
garment producing hubs including Ahmedabad, Bengaluru, Gurgaon and Tirupur. As lockdowns
were introduced to curb the second wave in several states in India, many suppliers faced a
shortage of raw materials and could not complete existing orders which led to a second round
of order cancellations by certain brands.

In Bengaluru, facing pressure from supplier associations the Karnataka government allowed
garment factories to operate with 50% of their workforce during the lockdown in May, 2021.
However, with limited safety measures, garment factories turned into Covid-19 hotspots, with
hundreds of workers being infected with the virus. While this forced the government and
suppliers to shut down garment factories, many workers who were infected were already
in serious condition and being unable to afford medicines and oxygen cylinders, given their
poverty-level wages, were pushed to severe distress. In the neighbouring state of Tamil Nadu,
the government sealed many garment factories after they were found violating Covid-19
protocols which led to Covid-19 hotspots. It is uncertain how many garment workers have
died in the second wave of Covid-19 as factories did not want stop operations fearing a
second round of order cancellations from brands. However, trade unions feel the numbers
could run in hundreds, and for workers who were able to survive the Covid-19 infection, the
debt taken to buy basic medicines could take months to repay.

As we write this report, negotiations are going on with regard of payment of wages for garment
workers during the Covid-19 2021 lockdowns in different states. While preliminary reports
indicate that suppliers in Bengaluru are willing to pay partial wages for the lockdown period,
most suppliers in other part of India have refused to pay any wages for the lockdown period.
This is likely to push workers into deeper poverty, which could have intergenerational effects
in the long run.
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Chapter Highlights

o 73% of garment workers experienced employment shocks either in the form

of layoffs or terminations.

e The pre-existing gender pay gap of 12% (33 USD) in January-February
increased to 16% (37 USD) in July and worsened to 21% (53 USD) by the end

of the year.

o Total consumption reduced by 10-15% over the course of the year, falling
from an average of 351 USD prior to the pandemic, to an average of 296
USD in August 2020. By the end of the year, consumption increased to an
average of 309 USD but remained significantly below the pre-pandemic

levels.

e The average size of debt for garment workers increased more than two-fold,
from 628 USD pre-pandemic to 1390 USD by the end of the year.

section 1: Introduction

Cambodia is one of the few garment
production countries that had low Covid-19
infection rates and no related deaths
in 2020. However, Cambodian garment
manufacturers faced two main issues during
the pandemic: (a) interrupted supply of raw
materials from China, and (b) falling demand
in the consumer markets of the European
Union (EU) and the United States (US). This
combination of supply and demand side
disruptions resulted in order cancellations
and reduction in new orders, as well
as delayed payments and demands for
discounts by brands, leading to severe crisis
in Cambodia’s garment industry in 2020.

Cambodia drives economic growth and
employment through its garment exports.
In the past five years, garment exports
from the country grew in double digits,
capturing 2% of the global market share!
The garment industry has relied heavily

on foreign investments and trade since its
inception in the 1990s, with the majority of
garment factories having offshore ownership
concentrated in mainland China, Hong Kong
and Taiwan.? Cambodia benefited from the
relocation of garment manufacturing due
to rising labour costs in China, along with
trade privileges for export to the EU and
US through the Everything But Arms (EBA)
initiative and the Generalised System of
Preferences (GSP).® Access to supply of raw
materials from China and ports in Vietham
has also played a role in boosting Cambodia’s
garment exports.

The pandemic wreaked havoc on Cambodia’s
economy and workforce because of its
over-reliance on low-value garment exports
for economic growth and employment
generation. The country participates in
garment supply chains through basic Cut-
Make-Trim (CMT) operations carried out
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predominantly by women workers from
vulnerable socio-economic groups who
migrate from rural provinces to Phnom Penh
and other industrial areas. According to
the Garment Manufacturers’ Association of
Cambodia (GMAC), trade fluctuations during
the pandemic impacted the operations of
60% of the 600 garment factories that it
represents, which employ an 800,000 strong
workforce.* Informal and unregistered
garment factories take the number even
higher. By July 2020, GMAC reported that
operations had been suspended in 400
factories, resulting in the loss of work
and wages for 150,000 workers.® The
government reported the closure of 110
factories in 2020, which left over 55,000
workers unemployed®. According to trade
unions, the actual numbers are much higher
than those being reported.

The other major employment-generating
sectors, such as construction and tourism,
were also severely hit by the pandemic,
limiting options for garment workers and their
families to earn income through alternate
employment. This pushed Cambodian
garment workers into severe debt, with
workers reporting that they cut down on
healthcare costs to meet costs of food and
rent.

section 2: The Methodology
In Brief

1. Sampling

AFWA conducted a survey of 294 workers
from 24 garment and footwear factories in
Cambodia, located across Phnom Penh,
Kampong Chhnang, Kampong Speu and
Kandal. The average sizes of selected
factories are given in Figure 7.1, and the
details of workers surveyed are provided
below.

Figure 7.1: Classification of selected factories by size of workforce
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Details Of Workers Surveyed

T Number of Factories
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75% 25%

294

. Total Workers
Experience

1-5 Years
6-10 Years 33Y%
11-15 Years

>15 Years

0 10 20 30 40 50

Percentage of workers

Age
20-30 Migrants (Internal)
o,

30-40 67%
40-50

>50 Nature of Employment

0 10 20 30 40 50 60 0
15%
Percentage of workers

Education

llliterate

Below Primary
Education

Primary Education

Senior Secondary

85%

Fixed Duration Contract

0 10 15 20 25 30 35 (FDC) workers
Percentage of workers

Higher Secondary
Education

Source : Primary data, n = 294



2. Limitations Of Sampling

e 96% of workers interviewed were
trade union members, as the surveys
were conducted by trade union
representatives.

Trade union members are more likely to
have relatively secure employment and fare
better than non-unionised workers. This
chapter provides a picture of the severity of
the crisis by analysing its impact on workers
with relatively secure employment and
better conditions.

The gaps in data collection have been
partially bridged through qualitative and
anecdotal information on the conditions
facing more vulnerable workers who are not
unionised and have insecure employment.

« Data collection focused largely on
workers who were working in factories
that were operating at partial or full
capacity during the worker surveys,
leading to an under-representation of
terminated workers.

Many terminated workers, most of whom
are migrants, had returned to their native
villages and towns after losing employment
and could not be tracked down by the data
collectors. To bridge this gap, targeted
interviews or focus group discussions
(FGDs) were conducted with workers who
approached the unions with cases of illegal
terminations or loss of jobs as a result of
factory closure without payment of legally
mandated compensations.

3. Classification Of Time
Periods, 2020

Due to the lack of Covid-19 related
lockdowns in Cambodia in 2020, it was not
possible to clearly delineate the impact of
the pandemic on garment production and
workers’ employment and wages. Therefore,

the time period for data collection has been
classified into two broad categories: (a) pre-
Covid-19 period from January to February
2020, and (b) Covid-19 period from March
to December 2020.

The country experienced frequent
fluctuations in trade and garment production
throughout 2020, resulting in varied impacts
on employment and wages of workers over
the course of the year. Given this scenario,
data was collected separately for all 12
months of the year and the graphs also show
variables across all these 12 months.

section 3: Covid-19 And The
Export-Oriented Garment
Industry In Cambodia

1. How Did Covid-19
Affect Cambodia’s Garment
Exports?

The rapid and steady growth in Cambodia’s
garmentexports suffered anextreme setback
in 2020. Garment exports constituted 31%
of the GDP and 56% of total exports from
Cambodia in 2019. In 2020, it fell to 29% of
the GDP and 42% of total exports. Garment
exports from Cambodia dropped by 10-12%
in 2020, as compared to 2019, with the worst
dip experienced between March and July,
2020 (Figure 7.2). The overall export value
dropped from 8,287 million USD in 2019 to
7,485 million USD in 2020.”

The impact of Covid-19 was felt early on
in 2020 due to disruptions in the supply of
raw materials as the pandemic hit China.
This resulted in Cambodian suppliers being
unable to meet existing orders or secure
future orders as they were bound by the
short lead times and strict timelines set by
the brands. As a result, garment exports fell
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steeply till April 2020, following which, there
was limited recovery characterised by an
overall reduction in new orders as demand
contracted in the consumer markets of the
EU and the US.

The significant improvement in garment
exports in July 2020 is most likely explained
by the receipt of payments from brands for
cancelled or frozen orders as a result of
campaigning by GMAC and the global labour
rights’ movement. However, this does not
mean that there was a positive impact on the
employment and wages of garment workers
during this period.

There were frequent dips in exports
throughout the Covid-19 period, allowing
little opportunity for the industry to revive
as demand fluctuated severely in western
markets duetopandemic-inducedlockdowns
in 2020. These conditions continued into
2021, made worse by increasing rates of
Covid-19 infection in Cambodia and resultant
lockdowns in the country.

The withdrawal of the EBA by the EU in
August 2020, estimated to impact one-fifth
of Cambodia’s exports, also led to uncertainty
and instability in garment exports, which
needs to be studied further.® Even though
garment suppliers from Cambodia have
been relying more heavily on exports to

Figure 7.2: Trend in apparel exports from Cambodia - 2019 vs.
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the US, with the share of exports to the US
increasing significantly between 2017 to
2019, the EU continues to be an important
market for Cambodian garment exports.

2. What Did The

Cambodian Government
Do For Garment Workers?

The most significant measure adopted by
the Cambodian government throughout
2020 was the provision of wage subsidies
to garment workers who were suspended
from their jobs as a result of the Covid-19
pandemic. The government initially
announced that garment workers who
were laid off would receive at least 60% of
minimum wages, amounting to 114 USD per
month, with the government providing 40%
and the suppliers covering the remaining
20%. However, workers ultimately received
a maximum of 70 USD per month for layoff,
with 40 USD provided by the government,
and 30 USD paid by suppliers.® According to
trade unions, this amount, falling far below
minimum wages, was inadequate to meet
basic consumption of workers and their
families. Trade unions appealed to brands to
contribute 40% of the wages of workers but
received no response.

The government also announced 192 USD
as the minimum wage for 2021, with only a
2 USD hike from the previous year due to
pressure from the industry. Trade unions
had demanded a hike of 12 USD.
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3. How Did Cambodia’s
Suppliers React To The
Covid-19 Crisis?

The Cambodian government announced
several incentives to support garment
suppliers during the Covid-19 pandemic,
including tax relief and customs relaxations
for the import of raw materials.’® Despite
this, Cambodian suppliers passed on
the costs of contraction in business to
workers by engaging in widespread layoffs
and terminations. While the government
demanded that suppliers pay a maximum
of 30 USD per month to garment workers
who were laid off, reports from the ground
indicate that this benefit has not reached all
workers.

lllegal terminations of workers without

following due process were also reported.
Moreover, several factories closed down,
leaving workers unemployed due to a range
of reasons — from bankruptcy to shutting
down and reopening under another name
to avail tax incentives and to avoid paying
workers seniority benefits.

section 4: Hyper-
Exploitation 0f Labour
Through Wage Theft

1. Wage Theft Estimates

Wage theft was the predominant feature of
the Covid-19 crisis for garment workers in
Cambodia. Our survey estimates indicate
that 73,412 garment workers across 24
factories were denied 12.71 million USD
in wages due to order cancellations, non-
payment, and other irresponsible practices
by brands during the pandemic. Wage theft
peaked in July 2020 and declined in intensity
between August and October as factories
resumed production (Figure 7.3). However,
workers consistently experienced wage
theft throughout the year, and well into 2021.

Extent of Wage Theft

« 72% of the workers
experienced wage theft
during the pandemic.

« Workers reported an overall
wage theft of 6% in 2020, with
a sharp decline in wages by
13-15% during June and July,
2020
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Wage Theft Figures

24 294

Factories surveyed Workers surveyed

For surveyed workers

57,072 2,396

Actual wage theft Actual wage theft per factory
(USD) (USD)

Wage theft estimates

73,412 12.71 Million

Total number of workers Wage theft across surveyed
across surveyed factories  factories (USD)

0.7 Million

Average wage theft per factory (USD)
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Figure 7.3: Wage theft estimates, 2020
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3. Pre-Existing Inequalities

As A Fertile Ground For
Covid-19 Wage Theft

Pre-existing inequalities in the labour market
in the form of gender, age, and contractual
status play an important role in shaping
wages and working conditions in the garment
industry. During the pre-pandemic period,
brands took advantage of these disparities
to systematically underpay vulnerable
segments of the workforce and flexibilise
employment relations.

The extreme exploitation of workers
based on gender and type of employment
contract, leading to higher wage theft for
women workers and contract workers was
particularly evident in Cambodia.

Gender Pay Gap

Even during the pre-pandemic period,
women were underpaid compared to men,
and they were more likely to earn less than
the legally mandated minimum wage of 190
USD. This inequality worsened with the
pandemic. The share of women experiencing
minimum wage violations went up from 19%
in March, reached a peak of 33% in June and
was 30% in December. In contrast, only 7% of
men experienced minimum wage violations

in March, 29% in June, which declined to 7%
in December (Figure 7.4).

The escalation of gender differences in
violation of minimum wage laws corresponds
to the trend in wage disparity between men
and women. Though wages of both men
and women fall during a period of intense
wage theft, the impact is felt much more by
women.

e 76% of female workers,
as opposed to 60% of
male workers, reported
experiencing wage theft.

e The pre-existing gender
pay gap of 12% (33 USD)
in January-February
increased to 16% (37 USD)
in July 2020 and worsened
to 21% (53 USD) by the end
of the year.

While wages of men eventually recovered to
pre-pandemic levels by the end of the year,
women'’s wages settled at a much lower
level (Figure 7.5). This increased gender
pay gap signifies that gender inequality has
worsened during the pandemic with women,
who comprise two-thirds of the garment
workforce, being acutely impacted. With
the Covid-19 pandemic hitting Cambodia
more severely in 2021, this trend is likely to
continue.
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Figure 74: Trend in workers earning less than minimum

wage by gender, 2020
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Figure 7.5: Trend in monthly wages by gender, 2020
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Extreme Exploitation Of Fixed
Duration Contract (FDC) Workers

Garment workers in Cambodia can be
broadly classified into two categories based
on contract type, namely, a) Unspecified
Duration Contract (UDC) workers, and b)
Fixed Duration Contract (FDC) workers.

Unspecified Duration Contract (UDC)
workers are permanent workers who do not
have a specified end date to their contract,
or the duration of their contract exceeds

two years. Fixed Duration Contract (FDC)
workers, on the other hand, are contract
workers who enjoy limited job security.
Under Article 67 of the Cambodian Labour
Law, an FDC contains specific start and end
dates, and can be for a period of two years
or less.

The Arbitration Council in Cambodia states
that ‘an FDC may be renewed one or
more times only if the total length of the
employment relationship does not exceed 2
years. If an FDC is extended or renewed so
the total period of the contract is more than
2 years, then the contract will automatically
become a UDC. However, this rule is poorly
implemented, with many workers being
trapped in FDCs for extended periods of
time.

Employers use fixed duration contracts to
deprive workers of social security schemes
(like maternity benefits, paid annual
leave and seniority benefits), keep them
indefinitely trapped in insecure jobs, and
repress freedom of association. FDC workers
who are non-unionised are, therefore, most
susceptible to extreme exploitation.

All these practices were aggravated by the
pandemic, with:

o 80% of FDC workers, as
opposed to 57% of UDC

workers, reporting wage
theft.

e 84% of FDC workers
getting laid off at some

point in 2020, as compared
to 62% of UDC workers.
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« Hourly wages of FDC A.Layoffs And Terminations
workers dipping by 30-35
% in July and August, as
opposed to UDC workers
who suffered only 10-12%
dip in hourly wages for the
same period (Figure 7.6).

« 73% of the workers in
our survey experienced
employment shocks at
some point during 2020,
either in the form of layoffs
(65%) or terminations (8%)

Figure 7.6: Trend in hourly wages by contract type, 2020 (Flgur ¢ 7’7)’
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Wage theft is endemic in garment supply
chains due to power asymmetry between
brands, suppliers, and workers. Brands force ~ Covid-19 Layoffs
suppliers to drive down production costs and
suppliers in turn pass this down to workers

through various forms of wage theft. The .
contraction of business and factory closures laid off between June and

due to brands’ purchasing practices led to August 2020, as compared

an escalation of wage theft in Cambodia 1% in th d .
through: (A) layoff and termination of to 176 1n the pre-pandemic

workers without legal dues and benefits, period (Figure 7.8).
and (B) unpaid and underpaid overtime.

o 60-70% of workers were
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“After I was laid off from work in May, my
income fell from around 200 USD to 70
USD per month. My husband also got laid
off in the same time, when the restaurant
my husband worked in suspended
operations due to the fall in tourists to
Cambodia. We have not been able to find
any other regular jobs so far. Our debt is
almost thrice our income now and we have
Nno money to meet any emergency expenses,
except by borrowing more from private
lenders.”

- Davi, a 35-year-old garment worker who
works at a GAP supplier factory

3

While this trend in layoffs declined after July
2020, it remained high over the course of
the year. Since wages are paid according
to the number of days worked, workers lost
wages for the days that they were laid off.
Workers lost 13% of the workdays in May
and June, which climbed to a peak of 24%
in July (Figure 7.9). Though the number of
workdays increased subsequently, loss
in workdays still remained at a high of 8%
during November and December, 2020.

Vulnerable segments of the workforce, in
particular women and FDC workers, were
worst affected by the Covid-19 related
layoffs:

e 84% of FDC workers were laid off, as
compared to 62% of UDC workers.

o Atthepeak of thecrisis, garment factories
preferred female labour over male labour
so as to exploit the gender pay gap while
making women workers work longer hours
of overtime. In June and July 2020, at
the crisis peak, 64% of women workers

were laid off as compared to 80% male
workers. While conditions improved for
male workers by the end of the year,
with only 3% male workers being laid off,
8% women workers continued to be laid
off in the same period.

Figure 7.8: Trend in percentage of workers facing layoff, 2020
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Figure 7.9: Percentage loss in workdays, 2020
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Covid-19 Terminations

o (76%) of terminated
workers reported that
they did not receive legally
mandated termination
benefits. The majority
(67%) of workers who
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were terminated had been
working at the factory for
10-15 years.

(49

“The Covid-19 crisis was used by my
factory to selectively terminate unionised
workers like me. Even in the pre-Covid-19
period, women union members like me,
have been threatened with termination
and cuts in social security benefits, but
the reduction in orders by brands, during
the Covid-19 pandemic, was used by the
supplier to openly attack workers’ freedom
of association by unfairly dismissing
unionised workers.”

- Sothy, 36-year-old garment worker who
worked at an Adidas supplier factory

3

8% of the workers surveyed reported
that they were terminated. Interestingly,
all workers who reported termination
also reported themselves as permanent
workers. However, three-fourths (76%) of
them reported that they did not receive
legally mandated termination benefits.

The majority (67%) of workers who
were terminated had been working at
the factory for 10-15 years (Figure 7.10).
This reveals the targeted terminations
of experienced and older workers. While
they were legally considered permanent
workers by default due to long years of
employment in the factory, trade unions
report that workers were not recognised
as such by factory managements. As
a result, only 33% of these workers
received legally mandated termination
benefits, with the large majority losing

out on benefits related to seniority.

e Asseeninthe case of Sothy, the Covid-19

crisis was used by some garment
suppliers as a cover to attack workers’
freedom of association by unfairly
targeting unionised workers with layoffs
and terminations.

e One-fourth (25%) of the terminated

workers surveyed were forced to return
to agriculture as their main source
of livelihood following terminations.
However, this is not a viable alternative,
given the near-landlessness of small-
scale farmers and the weak performance
of the agriculture sector in Cambodia.
Three-fourths (75%) of terminated
workers were employed in other garment
factories. However, several workers
reported that they were forced to accept
more precarious forms of work, with
insecure contracts, in order to secure
some income.

Figure 7.10: Average years of experience of terminated workers
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B.Unpaid And Underpaid Overtime

Unpaid or underpaid overtime work is one
of the main practices through which wage
theft is practised. According to Cambodian
labour law, employers are required to pay
150% of regular wages for overtime work
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performed in the day, and 200% for overtime
work undertaken at night, between 22:00
to 05:00. While the number of hours of
overtime reduced due to the contraction
of production during the pandemic, many
workers who performed overtime were not
paid legally mandated overtime rates, with
FDC workers being the worst affected.

(49

“Most of the women workers in my
factory were employed in Fixed Duration
Contracts (FDCs) in the pre-Covid-19
period, and most of us were laid off in
May, at the peak of the pandemic. When
workers like me who were laid off were
asked to re-join the factory in July, the
workforce had reduced significantly and we
were asked to work longer hours without
additional pay, handling multiple tasks
and facing constant verbal harassment.
Being in deep debt and knowing we won't
find better jobs, we suffered the insults
and long work hours, hoping we won't be
terminated like many of our colleagues.”

- Mony, a 34-year-old garment worker who
works at a C&A supplier factory

3

e Only 59% of FDC workers received legally
mandated overtime rates, while 86% of
UDC workers reported receiving legally
mandated overtime payment (Figure 7.11).

e On an average, FDC workers performed
30 hours of overtime per month in 2020
while UDC workers performed only 18
hours of overtime. Since the per hour
wages of FDC workers are much lower
than those of UDC workers (as seen in
Figure 7.6), FDC workers are forced to

work several hours of overtime, at less
than legally mandated rates, in order
to earn enough wages to meet their
household needs.

Figure 7.11: Payment of legally mandated overtime rates by
contract type, 2020
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Section 5: An Unfolding
Humanitarian Crisis

As the actions of brands resulted in
extensive wage theft over the course of
2020, workers and their households were
pushed into deeper job insecurity and
precarity. Workers surveyed in Cambodia
had worked an average of ten years in the
same factory but continued to earn low
wages despite their seniority, leaving them
with little savings to tide over the crisis. As
a result, they were forced to resort to: (a)
reduction in consumption, (b) increase in
indebtedness, and (c) liquidation of assets.
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“I was unable to find a job for four months,
after my factory closed down, owing me,
among many others, one month’s unpaid

wages and severance benefits. My husband,

who worked at a local tour agency, also lost
his job at the same time. Unable to meet
daily expenses and being pursued by loan
sharks charging 25 percent interest for
loans we took for my mother’s surgery last
year, my husband and I decided to sell the
small paddy field we owned in our village.
We own nothing now except for some
jewellery, which we might have to sell if
this crisis continues.”

- Dara, a 29-year-old garment worker who
worked in a factory that supplied to Inditex
and Children’s Place

3

« Astheir wages
dipped, workers in
Cambodia reduced
their consumption
by 10-15%, which did
not recover by the
end of the year. At the
same time, their debt
increased more than
two-fold by the end of
2020 (Figure 7.12).

Figure 7.12: Trend in wages, consumption and debt, 2020
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1. ‘Barely Enough To
Survive’

(49

“We barely have enough to survive. [ feel
guilty that I can’t take care of my family,
but what can I do, if I can’t find another job
and if my previous company won'’t pay me
my legally earned severance pay. Despite
working in the factory for almost a decade,
when it shut down, the factory did not
pay my full severance benefits. Unable to
find another regular job, my family started
cutting down on food and milk. From
June, I started working as a daily wage
worker for a few days a month, but I hardly
earn 100 USD now, almost half of what I
earned before. | have asked my 18-year-old
daughter to find herself a job and I have
stopped sending money to my parents back
in the village.”

- Bopha, a 43-year-old garment worker who
worked at a H&M supplier factory

3
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Our survey indicates that:

o« Though wages of Cambodian garment
workers remain just above the poverty
line™ (Figure 7.13), they have not kept pace
with the rising living costs and workers
are forced to resort to debt to meet their
basic needs, as seen in the cases of Davi,
Dara, Sophea and Charaya. Moreover,
terminated workers, many of whom did
not receive legally mandated severance
payments, are currently earning below
the poverty line as seen in the case of
Bopha. 10% of the workers surveyed
were pushed below the international
poverty line of the World Bank (measured
at 3.2 USD PPP) between March and May,
2020. Thus, wage theft has had a definite
impact on workers’ well-being.

e In 2020, even household income, which
includes the total income of all earning
members of the household, falls short
when AFWAs living wage figure is
considered (Figure 7.14).

o Wages of garment workers have acquired
no gain through seniority as the age-wise
distribution of wages shows that middle-
aged workers do not earn higher wages,
as compared to younger workers (Figure
7.15).

* The minimum wage for Cambodian garment

workers have significantly increased in recent years, more
than doubling from 80 USD per month in 2013, to 190 USD
in 2020, due to tremendous organising efforts by trade
unions like C.CAWDU and CATU.

Figure 7.13:
international poverty line (World Bank), 2020
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Figure 7.14: Trend in monthly household income with reference
to AFWA living wage, 2020
== Household Income =='AFWA Living Wage, 2020
600

500

usb

—
400 \_/ﬁ/ B

300 ! ! A ! ! ! ! ! ! 1 !
T A SO AR BRI 0 o o (o

500:: & R S 6&\@‘“ o o 0\18‘(\
<@

SN
0o

Source: Primary data, n=294

Figure 7.15: Age-wise distribution of wages
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2. Falling Consumption:
An Inability To Meet Basic
Needs

(49

“After my factory abruptly shut down in
May, I did not receive my full severance
payment, which I legally earned after
working for five years in the factory. |
owed almost 7000 USD as debt at that time,
which I borrowed as microfinance loans
at 18 to 25% interest from two different
agencies to build our house. I did not want
the debt collectors to take away our new
house, so I tried to get daily shifts in other
garment factories through contractors for
7-8 dollars a day, but could only secure
one or two shifts per week. From June, we
started cutting down on food. Given the
deep financial crisis, my mother, who can
hardly walk, started selling vegetables in the
market. My husband, a labour contractor
in the construction industry, also started
facing pay cuts from July, pushing us into
greater debt. Unable to meet even daily
expenses, we are now forced to take loan of
150-200 USD almost every month at 20%
interest from our neighbours to pay off
our previous debt. I cannot sleep at night,
thinking of how to pay back our debt.”

- Sophea, a 36-year-old garment worker in a
factory that supplied to Nike

3

« Total consumption reduced
by 10-15% over the course
of the year, falling from an
average of 351 USD prior to
the pandemic to an average
of 296 USD in August 2020.

By the end of the year,
consumption increased

to an average of 309 USD
but remained significantly
below the pre-pandemic
levels.

Themostsignificantdipsinconsumptionwere
felt in healthcare, education, entertainment
and socio-cultural spending, with workers
cutting expenses on these items to meet
food costs and rent (Table 7.1). Even though
they were spending the same amount on
food consumption across the year, there
was a 3.74-5.9% inflation in food prices in
Cambodia in 2020, which was particularly
high in the peak pandemic-affected months.
Moreover, many workers like Sophea
were forced to accrue more debt even to
finance their reduced food consumption as
compared to the pre-pandemic period.

e Even in the pre-pandemic
period, poverty-level wages
for garment workers
allowed them to meet only
65% of the consumption
needs of their households
(Table 7.2).

o At the peak of the
pandemic, debt financed
25-28% of the total
consumption of the
workers” household and
remained much higher
than pre-pandemic levels,
at 20% by the end of the
year.
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Table 7.1: Percentage reduction in consumption in 2020

Reduction in
Consumption

Consumption Item

Healthcare 22-36 %
Education 14-18 %
Entertainment 40 %

Socio-cultural 65-80 %

Source: Primary Data, N = 294 (reduction in consumption
did not happen at a particular month but over a period
ranging from April to July, 2020. To capture this, a

range in provide with regard to percentage reduction in
consumption of various items.)

Table 7.2: Share of wages and debt in household consumption

Share of
wages in

Share of
debtin
household household
consumption consumption

Months

March 75% 14%
April 65% 17%
May 62% 25%
June 67% 24%
July 66% 22%
August 70% 27%
September  70% 25%
October 71% 25%
November 60% 28%
December 68% 20%

Source: Primary data, n = 294

3. Mortaging The Future

(49

“My income was too low to have any
savings, even if | worked overtime every
day before the pandemic. As an FDC
worker, banks refused to give me a loan
when I wanted to build our house. So, I
borrowed 4000 USD from a microfinance
agency at 20% interest in 2018 but I could
not do the repayments on time. With late
fees and penalties, my debt had increased
to almost 6000 USD in 2020. After I
was laid off from the factory, suffering
constant harassment and threats from debt
collectors, I sold our agricultural land,
which my family owned for two decades,
so that we won'’t lose our house, which was
the collateral for the loan.”

- Charaya, a 36-year-old garment worker in a
Levi Strauss & Co supplier factory

3

Cambodia has the highest average microloan
size in the world, with the indiscriminate
promotion of microfinance as a remedy
to poverty, causing harm to vulnerable
populations that do not earn enough
wages to meet basic consumption. The
pandemic proved that reliance on debt in
order to supplement the loss of wages has
further exacerbated this vicious cycle of
indebtedness.

Cambodian garment workers took greater
amounts of debt during the pandemic in 2020
to finance lower levels of consumption, as
compared to the pre-pandemic period. 65%
of all workers surveyed reported that they
had taken loans during the pandemic.
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o« The average size of debt for Figure 7.16: Reasons for incurring debt, 2020

garment workers increased
12%
more than two-fold, from Others

628 USD pre-pandemic to
1390 USD by the end of the 14%

Health

year.
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o The majority of workers reported taking Housing

loans to meet the most basic needs of

food, housing and health, with more

than half the workers (57%) taking Source: Primary data, n=294
loans to meet their food consumption

requirements (Figure 7.16).

o Half the workers (49%) reported that they
took loans from microfinance institutions
or moneylenders who charge extremely
high interest rates and have rigid
repayment schedules (Figure 7.17). FDC
workers, like Charaya, did not have 30
access to bank loans due to the insecure
nature of their employment, and resorted
to borrowing from predatory microfinance
institutions and moneylenders, pushing
them into deeper financial crisis.

Figure 7.17: Sources of debt, 2020
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e Loans were mostly procured by
collateralising land titles and repaid 5
through distress sales of workers’ meagre
assets. Workers who failed to repay debt
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many workers stating that they had to
incur new debt to pay back old ones, due
to lack of alternatives.
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Access To Covid-19 Related Relief
Etforts

76% of garment workers reported that they were able to access some form of relief/
support during the Covid-19 crisis.

o 60% of the workers reported that they received the wage support of 70 USD for laid-off
workers from the government and suppliers for at least a single month in 2020 (Figure
7.18). However, most workers stated that this amount was grossly inadequate to meet
even basic expenses including food, rent, education and healthcare for a month.

e Around 20% of the workers received food support from the government, suppliers and
trade unions each.

o Formal support for healthcare was limited from both the government and suppliers, but
12% of the workers reported that they were supported by trade unions in this regard.

Figure 7.18: Percentage of workers who received Covid-19 support from various sources
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Section 6: 2021 - The Tragedy Repeats

Cambodia’s first major outbreak of Covid-19 began in February, 2021." By April 2021, the spike
in cases resulted in strict government-imposed lockdown restrictions. This forced garment
factories across the country to shut down, leaving the vast majority of garment workers
without work. Unlike 2020, workers no longer received the guaranteed 70 USD per month
when they were laid off. Rather, the GMAC and the Ministry of Labour urged factory owners
to support workers with whatever aid was possible. Unemployment benefits much lower than
the 70 USD in 2020 were announced for a small fraction of workers, that is, 5,262 workers in
29 selected factories across garment and tourism sectors.

In May 2021, factories were allowed to reopen in the less-restricted zones of the country, but
factories in the red and orange zones remained closed. In the less-restricted yellow zones,
factories were allowed to open with partial capacity, leading to layoffs without wages. Several
workers who lived in red zones were not allowed to travel back to resume work.

Hunger, inability to pay rent, and mounting microfinance debt with little relaxation of
repayment rules have severely intensified the humanitarian crisis facing Cambodian garment
workers since the pandemic struck in 2020. Workers received some relief in the form of food
assistance and relaxation of rent payments, but unions report that this is grossly inadequate
in the face of employment and wage theft for the second consecutive year.

GMAC reported that brands remained insensitive to the lockdown restrictions imposed by the
government, providing little leeway to Cambodian suppliers in terms of order fulfilment. The
majority of factories, especially those in red zones, were not able to fulfil the orders placed
by brands. Without delivery of finished orders within strict deadlines, Cambodian suppliers
have gone without payment for existing orders and lost out on future orders, leaving them
with huge financial losses. The consequences of these losses fall on workers in the form of
greater wage theft, forcing them to incur even greater debt to survive.
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This chapter provides a picture of wage theft in the Bangladeshi garment industry in
2020 through a special focus on unfair dismissals and union busting during Covid-19.

Chapter Highlights

o Workers reported an overall wage theft of 27% in 2020, with a very sharp
decline in wages by 60% in November and December.

e For workers who were unfairly dismissed and could not find jobs in the
garment industry in 2020, monthly wages fell sharply from 110 USD in the
pre-pandemic period to 37 USD by the end of the year.

o 99% of the workers reported that they had taken on debt during the

pandemic.

e Many workers who were unfairly dismissed and could not find jobs in the
garment industry in 2020, were pushed below the extreme poverty line
(living on less than 1.90 USD a day), which is the lowest yardstick of poverty

measurement by the World Bank.

section 1: Introduction

The global apparel industry has played
a crucial role in pushing Bangladesh, a
predominantly agrarian economy, to rapid
industrialisation and to lower middle-income
status in 2015. Bangladesh is the second
largest exporter of ready-made garments
and the industry contributes to about 11%
of the GDP, accounts for approximately 80%
of Bangladesh’s total exports, and employs
around 4.4. million workers, most of whom
are women.!

Despite the tremendous growth of the
industry, industrial safety was by and large
neglected until tragic incidents like the
Tazreen fire in 2012 that killed 117 workers
and the Rana Plaza collapse in 2013 that
killed 1100 workers. Though measures
have been taken over the years to improve
industrial safety, especially through the
creation of the Bangladesh Accord on Fire

and Building Safety, the garment industry
continues to rely excessively on women
workers from marginalised communities who
are paid poverty-level wages to perform
basic Cut and Make (CM) tasks.

As per a survey by the Center for Global
Workers’ Rights (CGWR) in March 2020, after
the onset of the Covid-19 crisis, more than
half of the suppliers in Bangladesh reported
that the bulk of their in-process or already
completed production was cancelled and
70-90% of brands refused to pay for raw
materials and the production cost, leaving
more than one million workers fired or
furloughed.?

Many garment factories in Bangladesh
used the Covid-19 crisis as a cover to
attack freedom of association by unfairly
dismissing unionised workers or workers
who engaged in protests for unpaid wages
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or bonus. Some of these dismissed workers
were also unable to find other jobs in the
garment industry as they were specifically
targeted for being union members and were
blacklisted by factory owners. These workers
have been pushed to extreme poverty and
hunger, with their children dropping out of
schools to take up jobs like street hawking.
This chapter, unlike previous chapters, will
focus specifically on these workers who
were unfairly dismissed and the crisis they
experienced in 2020.

Section 2: The Methodology
In Brief

1. Sampling

AFWA conducted a survey of 271 workers
from 21 garment factories in Bangladesh,
located across industrial areas in and around
the capital city of Dhaka, including Ashulia,
Badda, Gazipur, Mirpur, Rampura, and Savar.
Most of these factories are covered by the
Bangladesh Accord on Fire and Building
Safety or the Alliance for Bangladesh Worker
Safety. The average size of selected factories
is given in Figure 8.1, and the details of
workers surveyed are provided on page 138.

Figure 8.1: Classification of the selected factories according to the
size of the workforce
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A Focus On Unfair Dismissals,
Especially Among Unionised
Workers

Thousands of garment workers in
Bangladesh have been laid off, terminated
or unfairly dismissed as a result of order
cancellations and non-payment for existing
orders by fashion brands during Covid-19.
However, these terminations and layoffs
have disproportionately impacted unionised
garment workers, with the Covid-19 crisis
being used as a cover to attack workers’
freedom of association. This chapter
provides a special focus on these workers,
with case studies looking at workers who
were unfairly dismissed for organising or
joining protests demanding unpaid wages
and severance benefits.

Given this focus our
consists of:

sample primarily

e 98% wereunfairly dismissed orterminated
in 2020 during Covid-19 crisis. None of
these workers are currently working in the
factories in which they were employed in
the pre-pandemic period of 2020.

e 55% were members of trade unions. All
non-union members in our sample have
also actively taken part in protests for
unpaid wages and bonus, leading to the
unfair dismissal of many of these workers.

2. Classification Of
Findings

As we are focusing on unfair dismissals
during Covid-19, throughout this report, we
have divided workers into two categories:

e Unfairly dismissed (found employment):
This includes workers who have been
unfairly dismissed from a garment factory
in 2020 and have been able to find
employment in another garment factory
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Details of Workers Surveyed
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in the same year.

e Unfairly dismissed (did not find
employment): This includes workers
who have been unfairly dismissed from a
garment factory and have not been able
to find employment in another garment
factory in 2020. A small percentage of
these workers, have been able to find jobs
outside the garment industry. However,
these jobs are paid less, highly informal
and more hazardous compared to the
jobs these workers held in the garment

3. Classification Of Time
Periods, 2020

Our survey has measured Vvariables
across four time periods, based on the
implementation of Covid-19 lockdown
restrictions in Bangladesh. The figures also
show variables across these time periods.

industry.

Figure 8.2: Classification of time periods, 2020

Pre Covid-19
January - February

Covid-19 National Lockdown
March - May

Partial Covid-19 Lockdown
June-October

Post Covid-19 Lockdown
November-December

Garment suppliers face delays in receiving shipments
of raw materials from China. Some suppliers also report
increases in prices of raw materials.

Covid-19 cases are detected in the country and a nation-
wide lockdown is introduced in the last week of March.

Brands delay payments to suppliers and abruptly cancel
future orders as well as orders already in process. This
leads to massive layoffs and terminations.

The production of Personal Protective Equipment (PPE)
and masks begin in some garment factories.

Reopening of garment factories begin in May.

Apparel market begins to slowly stabilise and factories
increase garment production, re-employing many laid-off
and terminated workers.

Europe, which accounts for 60% of Bangladesh’s exports,
goes back into a lockdown, bringing down apparel
production. This leads to layoffs and terminations,
specifically targeting union members.
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section 3: Covid-19 And The
Export-Oriented Garment
Industry In Bangladesh

1. How Did Covid-19
Aftect Bangladesh’s

Garment Exports?

Garment exports from Bangladesh have
been consistently increasing since the 1990s
and it has registered a Compound Annual
Growth Rate of 7% over the last decade.®
This trend suffered a huge setback as total
exports declined by 15% from 37 billion USD
in 2019 to 31 billion USD in 2020 (Figure
8.3). The sharpest decline was observed
in the months of April, May, and June
where exports fell by 28%, 55% and 44%
,respectively. Though this coincided with
the general lockdown predominantly in April,
2020, the crisis was largely driven by order
cancellations, suspension of payments, and
the demands for deep discounts by apparel
brands. Though exports recovered to almost
2019 levels between August and October,
it declined in November and December
by around 10% due to the second wave of
Covid-19 lockdowns in Europe.
Figure 8.3: Trend in apparel exports from Bangladesh - 2019 vs
2020
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2. What Did Bangladesh’s
Government Do For
Garment Workers?

When the Bangladeshi  government
announced a lockdown at the end of March,
the initial confusion regarding whether
garment factories would be open caused
uncertainty among workers. Workers
travelled long distances sometimes on foot
in the absence of public transportation only
to find the factories closed.*

OnMarch 31, the governmentannounceda 50
billion BDT (595 million USD) credit package
for export industries that included loans at
2% interest to factory owners and wages
for workers to be paid through electronic
payment mechanisms from April to June,
2020. This shift to digital payments was
made over a span of a few weeks and around
three million workers opened accounts with
Mobile Financial Service providers during
the crisis. However, many workers stated
that wages were not paid in full and workers
who were affected by factory closures were
not eligible for this cash support.®

The government also announced a cash
relief program with the support of EU
countries, where workers who were laid off
would receive 3000 BDT (35 USD) for three
months from September, 2020. However, this
is just one third of the regular monthly wage
of workers and the scheme is restricted to
only factories that were members of BGMEA
(Bangladesh Garment Manufacturers
and Exporters Association) and BKMEA
(Bangladesh Knitwear Manufacturers and
Exporters Association).®

3. How Did Bangladesh’s
Suppliers React To The
Covid-19 Crisis?

Bangladeshi suppliers benefited from
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various types of monetary and non-
monetary support from the government
during the Covid-19 crisis. This includes
loans for factories at low-interest rates,
moratoriums on loan payments and
extensions for payment of utility bills. Small
factories with less than 500 workers did
not avail these benefits as much as larger
factories that have more than 2500 workers
due to complicated application procedures
or because they were not members of
BGMEA or BKMEA.”

As factories reopened in May, 2020, after
the Covid-19 lockdown, suppliers followed
health and safety protocols through
temperature screening, physical distancing,
and provision of PPE kits to workers. But
such protocols were violated within a few
weeks leading to the spread of Covid-19 in
certain garment factories.

Throughout the Covid-19 crisis in 2020,
supplier associations like the BGMEA
appealed to brands to honour their
contractual obligations, even as they passed
theimpactofbrands’irresponsible purchasing
practices to workers through unfair
dismissals or layoffs that disproportionately
targeted unionised workers. In many cases,
garment workers who took part in protests
demanding fair wages and bonus were not
only dismissed but also blacklisted, making
it difficult for these workers to find jobs in
other garment factories.

section 4: Wage Theit,
Unifair Dismissals And Union
Busting

1. Wage Theft Estimates

Workers who were unfairly dismissed during
the Covid-19 crisis suffered massive wage
theft, with our survey indicating that 271

garment workers across 21 factories were
denied 95,229 USD as unpaid wages and
bonus in 2020.

(49

“I was terminated in May with the factory
management stating that they can’t keep us
employed as brands had cancelled orders.
However, it was mostly union members
like me who were terminated. I did not
receive any severance benefits, even though
[ had worked for 3 years in the factory.

[ was unable to find another job till July.
However, | was terminated from it by
November, as the factory management
said that the orders had gone down again. I
have not been able to find another job since
then. Life was very difficult for garment
workers like me before the pandemic — but
it has become unbearable now, especially
since I have not been able to find regular
work and my husband has been unwell and
unable to work from September. I have not
been able to pay rent on time since April
and the landlord is constantly threatening
to evict my family. I have stopped sending
my oldest daughter to school this year,
as we could not afford the cost of her
schoolbooks. She is helping meet our
daily expenses by selling vegetables in the
market. We have taken around 30,000 BDT
(355 USD) as debt since March to meet rent
and the health expenses of my husband. I
am worried we will be on the streets, if
can't find another job soon.”

- Amira, a 36-year-old garment worker who
worked at a Levi's supplier factory

3

141



Extent of Wage Theft

e 99% of workers surveyed
reported that they had
experienced wage theft
during 2020.

« Workers reported an
overall wage theft of 27%
in 2020, with a very sharp
decline in wages by 60% in
November and December,
2020 (Figure 8.4). Many trade
union members, especially
workers who took part
in protests for unpaid
wages and bonus between
April and May, 2020, were
unfairly dismissed in
November and December,
as orders from global brands

fell, leading to high wage
theft.

« 28% of the unfairly
dismissed workers could
not find employment in the

garment industry in 2020
(Figure 8.5).

142



Wage Theft Figures

21

Factories surveyed

For surveyed workers

95,229

Actual wage theft
(USD)
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Workers surveyed

4140

Actual wage theft per factory
(USD)
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Figure 84: Trend in actual wage theft, 2020
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Figure 8.5: Composition of employment status, 2020
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2. Forms Of Wage Theft

Wage theft is endemic in garment supply
chains due to power asymmetry between
brands, suppliers, and workers. Brands
force suppliers to drive down production
costs and suppliers in turn pass this down
to workers through various forms of wage
theft. The Covid-19 pandemic witnessed
an escalation of wage theft in Bangladesh,
such as: (A) targeted dismissal of unionised
women workers and (B) theft of social
security benefits and Eid bonus.

A. Targeted Dismissal Of Unionised
Women Workers

« All workers surveyed
reported suffering from
employment shocks in the
form of unfair dismissals.

» 85% of the workers who got
dismissed did not receive
any termination benefits,
and the remaining received
only partial benefits.

In Bangladesh employers have in the past
resorted to unfair dismissals, false criminal
charges, blacklisting of union members, and
fostering of company-controlled “yellow”
unions to curb unionisation among workers.
For example, in 2017, more than 1500
garment workers in the Ashulia industrial
area were fired and had to face police
action, for protesting against low wages. In
2020, as brands cancelled orders and cut
prices, suppliers used the Covid-19 crisis as
a pretext to escalate union-busting through
targeted dismissals of union members.

48% of the unfairly dismissed workers were
trade union members. Of these, around 20%
were actively involved in protests demanding
unpaid wages and bonus between April and
May, 2020. These workers were terminated
without severance benefits in November and
December, 2020, when orders from global
brands fell again.

Among trade union members who were
unfairly dismissed, 63% were women

144



workers. None of these women workers
received full severance benefits. As per
Bangladesh labourlaws, workers who are laid
off for more than 45 days can either be laid
off for another 15 days or legally retrenched.
Suppliers resorted to the latter option to
avoid paying compensation to workers for
the layoff period. Moreover, ground reports
indicate that suppliers forced workers to
resign to avoid paying workers their legally
mandated termination benefits.

54% of the women union members who were
dismissed were unable to find alternate jobs
in the garment industry in 2020, with some
reporting that this was because they got
blacklisted for protesting against unpaid
wages and bonus. Some of these workers
have moved to more informalised jobs such
as construction work and street hawking.

B. Theft Of Social Security Benefits
And Eid Bonus

The non-payment or partial payment of

« No worker in the survey
had access to social security
benefits even before the
pandemic. This trend
continued throughout 2020.

e 35% of the workers did not
receive Eid bonus in 2020,
while all these workers
stated that they received it
in 2019. For workers who
received the bonus, the
average bonus amount fell
from 85 USD in 2019 to 65
USD.

bonuses constitutes another form of wage
theft in Bangladesh during the pandemic
period. In Bangladesh, most workers in
surveyed factories generally receive an
annual bonus during Eid, which is 50 to 70%
of their monthly wages. The non-payment
of bonuses had triggered huge protests in
Bangladesh in the midst of the Covid-19
crisis and forced at least some suppliers to
take note of workers’ demands, leading to
payment of Eid bonus, even though it was
delayed or given in instalments in many
cases.®

section 5 - An Unfolding
Humanitarian Crisis

As the actions of brands resulted in extensive
wage theft through unfair dismissals over
the course of 2020, workers and their
households were pushed deeper into
poverty. Workers surveyed in Bangladesh
had worked an average of 3.15 years in
the same factory, but earned poverty-level
wages, leaving them without any savings to
help them tide over the crisis. As a result,
they were forced to resort to: (a) reduction in
consumption; (b) increase in indebtedness;
and (c) sale of assets.

e Workers who belonged to the category
‘unfairly dismissed (found employment)’
sawasharpfallinwagesandproportionally
higher amount of debt during April-May,
after which both wages and debt levels
recovered to pre-pandemic levels (Figure
8.6).

e For workers who belonged to the
category ‘unfairly dismissed (did not find
employment)’, wages fell sharply from
110 USD in the pre-pandemic period to
37 USD at the end of the year, forcing
workers to linearly increase their rate of
borrowing to finance their consumption
throughout the year.
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Figure 8.6: Trend in wages, consumption and debt
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1. Unfair Dismissals: A
Pathway To Poverty

Our survey indicates that:

Monthly wages for garment workers
remained much below the international
poverty line even before the pandemic.
In April-May, there was a sharp decline in
wages and household income of garment
workersinBangladeshduetothe Covid-19
crisis, pushing them further below the
poverty line (Figure 8.7). Though wages
recovered to pre-pandemic levels for
those workers who were dismissed and
able to find employment in June-October,
the condition of dismissed workers who
could not find new jobs, consistently
deteriorated throughout the year to the
extent that they were pushed below
the extreme poverty line (living on less
than $1.90 a day), which is the lowest
yardstick of poverty measurement by the
World Bank.

In 2020, even household income, which
includes total income of all earning
members of the household, falls short

Unfairly Dismissed
(did not find employment)

Source: Primary data, n = 271

(49

“When [ was dismissed from the factory in
April, I was neither paid full wages for March
nor any severance benefits. My sister and
mother, who also work in garment factories,
were terminated the same month. With a
family of six to support, we sold my mother’s
wedding jewellery just to buy food and repay
existing debt. In June, our landlord evicted us,
as we had not paid rent for three months. We
have since then moved to a single room house
owned by my uncle in a neighbouring slum.
The roof is leaking, there is no proper door
and attached toilet- but I was grateful we are
at least not on the streets. I was able to find
work in another garment factory between
June and October - but I was terminated by
November, stating orders were low. My sister
and mother are selling vegetables in a cart,
but the income is very low. We are earning
less than half of what we earned in 2019.”

- Fathima, a 34-year-old garment worker who
worked at a Walmart supplier factory

3
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Figure 8.7: Trend in monthly wages with reference to international poverty line (World Bank, 2020)

e \Nage === Poverty Line at 3.2 PPP USD
200

150

50 \

usb

0
\$ Ny ovef pel vary RVEN ooefl el
—\:e‘oma arch e-Oct ,Decem _redM parch e-Oct _pece
Ja““aw W Jun Novem‘oe( Ja““aw W un O\Jeﬂ\‘oe‘
Unfairly Dismissed Unfairly Dismissed
(found employment) (did not find employment)

Source: Primary data, n = 271

Figure 8.8: Trend in monthly household income with reference to AFWA living wage, 2020
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when AFWAs living wage figure is o1
considered (Figure 8.8) This shows the 2" An Inablllty TO Meet

extent of precarity faced by garment Basic NCCdS
workers and their families.

o Wages of garment workers have remained “
stagnant as the age-wise distribution of
wages shows that middle-aged workers “I was laid off first in April and then in
do not have higher wages, as compared November and December. I did not receive
to younger workers (Figure 8.9). any financial support from the factory

during these months. The year 2020 has
been extremely difficult for my family as
Figure 8.9: Age-wise distribution of wages my 18-year-old sister who was a helper in
a garment factory was terminated in April
and has been unable to find another job. As
. we lost both our parents, and live with our
grandparents, the financial responsibility of
. my family falls completely on my shoulder.
My sister and I were working to help
| I- . fund our brother’s education. We both
A could not finish schooling due to financial
constraints, but we wanted him to at least
complete school and find a better paying
50,5 20 30 20 50 job. This year, with our income being less
Age than half of what we earned in 2019, we
Source: Primary data n=271 could no longer fund his education. He
dropped out of school and he is working
in a mill now. Thinking about this makes
me really sad - like all my hopes and
aspirations are gone.”

200

150

Montly Wages in USD

:
100 :

- Fara, a 22-year-old garment worker who
works at an H&M supplier factory

3




« For workers in the category
‘unfairly dismissed (did not
find employment)), total
consumption reduced by
nearly 8% over the course
of the year falling from an
average of 155 USD prior to
the pandemic, to an average
of 143 USD in December
2020 (Figure 8.10). For
workers in the category
‘unfairly dismissed (found
employment)’, household
consumption remained
at the pre-pandemic
subsistence level of 155 USD,
throughout the year.

Most garment workers surveyed are primary
breadwinners. The loss of wages of the
primary breadwinner of the family forced
households to rely on debt to pay for survival
needs such as food and accommodation, and
compromise on healthcare and education.

Figure 8.10: Trend in monthly household consumption, 2020
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Some of the workers who
were dismissed and could
not find any alternative
employment in 2020, stated
that they could not pay for
Covid-19 treatment of their
children or spouses due to
loss of income. Further,
family members of these
workers cut short on
medicines for diabetes and
hypertension, and pregnant
women avoided prenatal
checkups and tests to save
money for food.

Twelve workers who were
unfairly dismissed, all of
whom were helpers, stated
that their children were
forced to drop out of school
within two months of their
dismissal, with most such
children employed in street
hawking, earning around
3000 BDT (35 USD) per
month.

Twenty-two unfairly
dismissed workers who
were unemployed for over
four months, informed us
that they may be homeless if
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they are not employed within
the next three months.

All unfairly dismissed
workers who could not find
any alternate employment

in 2020 reported that most of
the assets that they possessed,
including jewellery, furniture

and household appliances, have

been sold during this crisis to
meet basic consumption needs,
including food, healthcare and
rent.

Table 8.1: Share of wages and debt in consumption

Wages met just around 75-80% of household
consumption prior to the pandemic and debt
financed around 3% of their consumption
(Table 8.1).

In April-May, wages met 62% of the
household consumption while the share of
debt rose to 23%.

Workers belonging to the category ‘unfairly
dismissed (didnotfindemployment)’'financed
more than half of their consumption through
debt at the end of the year, precipitating an
unprecedented household debt crisis.

Unfairly dismissed (Found employment)

Share of Wages in

Share of Debt in

Consumption

January-February
March-May
June-October

November-December

74%

57%

76%

75%

Consumption
3%
27%
3%

3%

Unfairly dismissed (Did not find employment)

Share of Wages in

Share of Debt in

Consumption

January-February
April-May
June-October

November-December

81%

67%

58%

32%

Consumption
3%
17%
31%

52%
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3. Household Debt Crisis

Figure 8.11: Trend in household debt by employment status
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99% of all workers surveyed reported that
they had taken debt during the pandemic.
For workers in the category ‘unfairly dismissed
(found employment)’ debt had increased only
during the lockdown months when the income
also declined (Figure 8.11). This period saw an
increase in debt from 5 USD at pre-pandemic
level to 41 USD during April- May, after which it
declined. For workers in the category ‘unfairly
dismissed (did not find employment)’, however,
the average debt increased drastically from
USD 5 in the pre-pandemic period to USD 75
by the end of the year.

The majority of workers reported taking
loans to meet the most basic needs of food,
housing and health, with 87% of workers
stating that they took loans to meet their food
consumption requirements (Figure 8.12).
Most workers (88%) took loans from informal
sources of credit, as they did not possess
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the collateral to take loans from banks or
microfinance agencies (Figure 8.13).

More than half (62%) the workers stated that
they took loans from neighbours, friends, and

(49

“My factory closed down in April, without
paying us our full wages since January 2020
and denying us any severance benefits.
Though I had worked in the factory for two
years, | was neither able to take paid leaves
nor did we have any access to maternity
benefits. Though I used to earn around
10,000 BDT (119 USD) a month with
regular overtime work, I never received
our wages on time — with the management
paying us as and when they wished. Despite
all these hardships, I stayed on the job
as I wanted to support my father who
suffers from heart disease. The day I was
terminated — [ could not but cry in despair,
not knowing how I will meet his health
expenses along with rent and food, in the
coming months. The fear I felt then can’t
be described. With all the rumours of the
Covid-19 virus spreading on one side and
without any money and not knowing when
I will be able to secure another job - I felt
that we would die soon. It took me two
months to find another job in a garment
factory, but by then we had borrowed
15000 BDT (178 USD). I have been buying
food and medicine on credit since April.
cut my meals to once a day in May, so that I
could meet my father’s medical bills. I slept
hungry most nights. We would have never
had to cut our food and borrow so much
money had the factory paid me my full
wages and severance benefits.”

- Inaya, a 24-year-old garment worker who
worked at a NEXT supplier factory

3

relatives, in particular store owners or labour
contractors, who lived in their neighborhood.
While some reported that these loans were
interest free, others stated that they were
borrowed at 8-10% interest. Workers who
borrowed from labour contractors stated
that if they are unable to repay debt on time,
they would have to do unpaid labour for
these contractors, sometimes for as many
days as the contractor wishes, which could
then take the form of bonded labour.

Figure 8.12: Reasons for incurring debt, 2020
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Source: Primary data n=271

Figure 8.13: Sources of debt, 2020
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Section 6: 2021 - The Tragedy Repeats

The Covid-19 crisis worsened in 2021 and the Bangladesh government imposed a strict
lockdown in April. Garment factories were allowed to operate, considering the vital importance
of the industry in sustaining the economy and also because suppliers feared another round
of order cancellations by brands if production halted.® However, restrictions on mobility
amidst the lockdown caused a lot of distress to workers as suppliers stopped providing bus
transportation to workers. Unions raised concerns that safety protocols were not properly
followed in garment factories, putting workers and their families at grave risk.”°

Focus group discussions conducted by AFWA in mid-2021 indicate that consumption levels of
all workers have worsened, regardless of their employment status. Bangladesh’s healthcare
system is under severe strain and garment workers are extremely vulnerable to contracting
Covid-19. Workers say that brands have not stepped forward to protect them, even as they
continue to produce their clothes, and have left them to fend for themselves in the absence
of formal social security coverage.

Even during the crisis, brands have refused to renew the legally binding Accord on Fire and
Building Safety that came into effect after the Rana Plaza disaster and expired this year,
renewing debates about corporate accountability in garment supply chains.” The consequence
of these practices is disproportionately borne by workers, who are paid poverty-level wages
for working in unsafe factories.
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Typology 0f Managerial Practices And
Wage Theft In Global Garment Supply

The manufacturing of garments, outsourced
by brands, follows an intrinsic trend of
movement towards regions with poverty-
level minimum wages and low labour law
enforcement regimes. Wage theft is a key
feature of global garment supply chains
that are driven by deeply entrenched
management practices through which
global apparel brands earn super-profits.
These management practices orient global
garment supply chains solely towards
creating risk-free businesses for brands,
by allowing them to use their power and
leverage over their supply chains to transfer
risks associated with manufacturing for
volatile consumer markets to suppliers, and
ultimately, workers in production countries.
The broad management practices, starkly
demonstrated during the pandemic, are to (i)
unilaterally exercise cost-cutting decisions
that affect suppliers and workers, (ii) refuse
cost-sharing in the consequences arising
out of the pandemic-induced recession, and
(iii) leverage jurisdictional and governance
weaknesses in production regions to shift
liability.

During the pandemic-induced recession,
brands unilaterally engaged in aggressive
actions including order cancellations or
reductions in new orders, demand for
discounts, deferring of payments, refusal to
pay, and demanding shorter lead times. This
resulted in suppliers engaging in harmful
employment practices that passed on the

costs of such aggressive actions of brands
to workers as extreme wage theft. During the
recession, suppliers engaged in widespread
layoffs of workers without payment and
illegal terminations as a response to a
contraction in their businesses.

These management practices modelled
by brands within their supply chains have,
therefore, resulted in a ‘cascade effect’
through which the unilateral and aggressive
actions of brands towards their suppliers
are converted into harmful employment
practices towards workers in their supplier
factories. The management decisions of
brands, therefore, caused and contributed to
the unprecedented wage theft experienced
by workers in their supply chains, the majority
of whom were women workers receiving
poverty-level wages. Table 9.1 summarises
the impact of brand actions on workers
employed in their supplier factories across
six countries during the pandemic-induced
recession.

Most of the suppliers have long-term,
dedicated relationships with brands and
have made investment decisions, sometimes
jointly, to build capacity for production
based on the brands’ commitments. This is
captured in the contract for manufacturing
entered between suppliers and brands.
Most of the suppliers exclusively produce
for brands who have no production
capacity of their own. In order to undertake
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Table 9.1: Impact of brand actions on poverty levels, employment, wages and debt of workers, 2020

% Workers

pushed

below

International % Loss in

Poverty Line Work Days

(during peak

Covid-19

period)
Sri Lanka 78% 21%
Pakistan 81% 26%
Indonesia 78% 20%
India 93% 26%
Cambodia® 10% 6%
Bangladesh 96% 23%

production for the brands, suppliers enter
into contract of employment with workers
under employment laws in their countries.
The nature of contract for manufacturing
between brands and suppliers shapes,
conditions and controls the employment
contracts between suppliers and workers.
It is therefore evident that the contract for
manufacturing and employer contract are
linked.

In fact, in the context of export-oriented
economics, the contract for manufacturing
makes suppliers extremely dependent
on brands for their capacity utilisation.
Suppliers are acutely vulnerable to the
power of brands due to their consistently low

Wage Theft
Estimates
per factory
(Million USD)

% Increase in
Debt

% Wage

Theft

23% 1.38 200%
29% 2.2 196%
21% 0.73 198%
23% 115 137%
6% 0.7 64%

27% N/A 202%

Source: Primary data, n = 2185

margins in contract manufacturing. Across
surveyed countries, suppliers’ management
of labour were constrained by the contract
of manufacturing — in other words, by the
management practices set by the brands.
This linking up of brands’ management
practices and suppliers’ labour management
practices can be described as a ‘cascade
effect” It resulted in various harmful
employment practices in brands’ supplier
factories that culminated in different forms
of wage theft for workers.

* The minimum wage for Cambodian garment workers have significantly increased in recent years, more than doubling
from 80 USD per month in 2013, to 190 USD in 2020, due to tremendous organising efforts by trade unions like CATU and
C.CAWDU, allowing workers to earn wages above the International Poverty Line. The government order to pay 70 USD per
month to workers during layoff (or suspension of contract) ensured that workers received at least part of their wages. The
wage theft and resultant crisis facing garment workers in Cambodia was, therefore, lower in comparison to other countries.
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Table 9.2: Cascading effect of brand actions on suppliers’ employment practices

Exercise of Managerial
Power and Leverage over
Workers

1. Malafide Use of Power to
Change Employment Status

2. Arbitrary Practices
to Impose Flexibility of
Workforce

3. Use of Deceptive
Practices to Evade Liability
Under Labour Law

Employment Practices

Failure to recognise
seniority of workers (such
as rehiring older workers
on fresh contracts or
termination of senior
workers without following
due process)

Replacing more secure
employment with more
precarious employment
(such as rehiring regular
workers as contractual or
casual workers)

Wrongful designation
of permanent workers
as short term contract
workers

Layoffs and termination to
reduce size of workforce

Coercive intensification
of work by smaller
workforce

Extension of the work day
of smaller workforce

Manipulation of work-
related documentation
(such as mis-reporting
of reduction in wages,
number of work days,
number of overtime
hours)

Termination or wage

theft under the guise of
disciplinary action (such
as in the case of workers
for joining protests, taking
sick leaves or being
unable to rejoin work

on the date set by the
employer due to Covid-19
restrictions)

Forms of Wage Theft

Reduction in wages due
to demotion

Reduction in
employment-related
benefits due to shiftin
contract type

Loss of terminal benefits
Loss of wages

Unpaid/underpaid
overtime

Loss of wages

Unpaid or underpaid
overtime

Loss of terminal benefits
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e Replacement or
termination of pregnant
workers, older workers,
union leaders & members,
female workers over male

workers.

* Rehiring of male workers

e Loss of terminal benefits

Loss of wages

over female workers; and

4. Unethical Practices to
Leverage Vulnerability in
Workforce Demographics

e Layoff of contractual
and casual workers over

non-union members over
union members.

o Layoff of female workers
over male workers.

» Rising gender pay gap

e Rising wage gap between
regular, contractual and
casual workers

e Coercive extraction of
unpaid labour

regular workers.

o Forcing casual or contract
workers to work longer
hours without payment.

5. Blatant Leveraging
of Weak Enforcement
Mechanism

The restitution of rights of workers is not
possible within unregulated supply chains,
where power is concentrated with brands
and extreme disregard for basic justice
persists as a result of jurisdictional and
governance Wweaknesses in production
countries. Rather, it requires mechanisms
through which workers and their unions can
hold brands accountable for labour rights
violations, and that can counter-balance
the egregious management principles of
brands as the sole drivers of their supply
chains. The regulation of global garment
supply chains must cover for jurisdictional
and governance weaknesses in production
countries by mandating brands to move
beyond compliance to national laws and
reliance on local enforcement mechanisms
to upholding international labour standards

e Blatant reduction or
denial of bonus, social .
security, provision of
creches, etc.

Loss of key provisions of
security

and normative frameworks within global
garment supply chains. Such a mechanism
must be contextualised within a paradigmatic
shift in the understanding of global supply
chains — which cannot be viewed as markets
for the sales and purchase of apparels.
Brands are able to exercise managerial
power and leverage over their suppliers, and
consequently workers in their supply chains,
but evade liability through the alibi of being
‘buyers’ who are seemingly unaccountable
forthe employment contracts of workers. The
employment relationship embedded within
the transnational commercial relationships
of brands, their suppliers and workers must
be recognised.
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Wage Theft In The Supply Chains 0f 15
Global Apparel Brands

The majority of top global apparel brands, who command the largest market shares and
revenues, remained profitable in 2020, as they shifted to digital marketing and online sales,
leading to some recovery in their sales over the course of the year. Workers in the supply
chains of these brands continued to face the brunt of the crisis throughout 2020, and well
into 2021, as they subsidised the stabilisation and recovery of brand profits by absorbing the
costs passed on to them in the form of employment loss and wage theft.

Several brands only agreed to the bare minimum of withdrawing their aggressive and unilateral
actions, such as order cancellations and refusal to pay in full for existing orders, after prolonged
campaigning by the global labour movement, and demands by suppliers and production
country governments. However, these commitments came too late, with no evidence pointing
to the reversal of wage theft or its devastating human rights consequences on workers and
their households. Several global campaigns have asked brands to act over and above this
minimal responsibility, and commit to paying workers their wages and severance benefits.
Brands have largely refused to guarantee protection for workers in their supply chains, even
though it constitutes only a miniscule proportion of their overall costs.

The ILO Call to Action (CtA)," which was launched at the peak of the pandemic crisis, initially
provided hopes that brands would be called to account for the conditions of workers in their
supply chains. However, the ILO CtA did not mandate financial commitments from brands,
but merely required them to commit to work with governments and financial institutions to
mobilise funds. The fund made available for garment workers through the ILO CtA is largely
financed by the European Union and the German government. Even though it has been more
than a year since the introduction of the initiative, very few workers in select Asian garment
production countries have been deemed eligible for receiving the fund. The fund, which
represents only a small portion of the wages denied to workers, do not make up for the
extreme wage theft in affected countries. Endorsing the ILO CtA has allowed brands to take
cover behind rhetorical statements and avoid accountability for their actions.?

Ultimately, it was the fiscal measures adopted by production country governments, along with
some contributions from Global North governments through the ILO CtA, that made funds
available to garment workers. However, these contributions remained grossly inadequate to
make up for the harmful actions of brands or cover for the lack of brand contribution towards
workers’ wages and benefits.

This section summarises the impact of brands’ actions in the form of wage theft and its
human rights consequences for garment workers. It organises brands by their performance
in terms of revenue, and places it in the context of the extreme crisis facing workers in their
supplier factories.
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Walmart

(49

“I have not been able to pay rent on time since March and the landlord is constantly
threatening to evict my family. I have stopped sending my oldest daughter to school this
year, as we could not afford the cost of her school books. She is helping meet our daily
expenses by selling vegetables in the market.”

- worker who was unfairly dismissed from a Walmart supplier factory in Bangladesh

3

e Revenue: 559 billion USD (January 2021)3

e CEO’'stotal compensation (2020): 22.5 million USD, with the pay of top executives
in the company reaching a total of 80 million USD*

e Asda (the UK based subsidiary of Walmart) did not commit to paying in full for
cancelled orders and demanded price reductions for orders that were already
shipped.®

Workers across 26 Walmart supplier factories in Bangladesh, Cambodia, India,
Indonesia, and Pakistan reported (2020):

Range of monthly wages: 80 USD (Bangladesh) to 220 USD (Cambodia)

18% loss in working days

18% reduction in monthly wages

76,631 86 Million

Actual wage theft (USD) Wage theft estimates (USD)

82% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

63% increase in the household debt of workers
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M

®

(49

“Unable to meet even daily expenses, we are now forced to take debt of 150-200 USD
almost every month at 20 percent interest ... to pay off our previous debt. I cannot sleep
at night, thinking of how to pay back our debt.”

- worker from a Nike supplier factory in Cambodia

3

e Revenue: 37.4 billion USD (May 2020)°¢

e CEO’s total compensation (2020): 53 million USD’

Workers across 18 Nike supplier factories in Cambodia, Indonesia, Pakistan, and Sri
Lanka reported (2020):

Range of monthly wages: 93 USD (Pakistan) to 207 USD (Indonesia)

20% loss in work days

18% reduction in monthly wages

144,615 28 Million

Actual wage theft (USD) Wage theft estimates (USD)

83% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

e 98% increase in the household debt of workers
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“... pursued by loan sharks charging 20-30 percent interest ... my husband and I decided
to sell the small paddy field we owned in our village. We own nothing now except for
some jewellery, which too we might have to sell if this crisis continues,”

- worker from an Inditex supplier factory in Cambodia

3

e Revenue: 3.4 billion USD (January 2021)8

Inditex is owned by the second wealthiest individual in Europe, with total net worth
increasing by 28% from April 2020 to 77 billion USD in April 2021.°

Workers across 13 Inditex supplier factories in Bangladesh, Cambodia, and Pakistan
reported (2020):

Range of monthly wages: 81 USD (Bangladesh) to 135 USD (Cambodia)

23% loss in work days

23% reduction in monthly wages

60,585 143 Million

Actual wage theft (USD) Wage theft estimates (USD)

70% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

e 34% increase in household debt of workers, from a high debt level of 272 USD
pre-recession to 365 USD by the end of 2020
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“After the no-work-no-pay policy started in my factory, I work only 14-18 days a month
... My wages have now fallen by more than 25 percent a month.”

- worker from an Adidas supplier factory in Indonesia

3

e Revenue: 2.6 billion USD (December 2020)%

Workers in 15 Adidas supplier factories across Cambodia, India, Indonesia, and
Pakistan reported (2020):

* Range of monthly wages: 96 USD (Pakistan) to 271 USD (Indonesia)
e 15% loss in work days

e 21% reduction in monthly wages

52,785 320 Million

Actual wage theft (USD) Wage theft estimates (USD)

o 82% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.
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“... the pay [in H&M supplier factory] could not support the needs of my family, especially
as food and education costs increased. Now, [ work as a tailor in a micro enterprise 3 days a
week, 9 hours a day while also working as a domestic worker on the weekends.”

- worker who was forced to resign from an H&M supplier factory in Indonesia due to steep decline
in wages

3

e Revenue: 19.1 billion USD (November 2020)

Workers across 49 H&M supplier factories in Bangladesh, Cambodia, India, Indonesia,
Pakistan and Sri Lanka, reported (2020):

Range of monthly wages: 76 USD (Bangladesh) to 209 USD (Cambodia)

28% loss in work days

27% reduction in monthly wages

306,398 189 Million

Actual wage theft (USD) Wage theft estimates (USD)

89% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

79% increase in household debt of workers
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“... my income fell from around 200 USD to 70 USD per month. My husband also got
laid off in the same time ... Our debt is almost thrice our income now and we have
no money to meet any emergency expenses, except by borrowing more from private
lenders.”

— worker from a GAP supplier factory in Cambodia

3

e Revenue: 13.8 billion USD (January 2021)"

e CEO's total compensation (2020): 21.9 million USD"

Workers across 28 GAP supplier factories in Bangladesh, Cambodia, India, Indonesia,
Pakistan and Sri Lanka reported (2020):

e Range of monthly wages: 85 USD (Bangladesh) to 105 USD (India)
e 26% loss in work days

e 24% reduction in monthly wages

100,927 633 Million

Actual wage theft (USD) Wage theft estimates (USD)

o« 85% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.
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“My 17-year-old son was forced to give up his education to work in odd jobs because my

wages were no longer enough to support the entire family. There was no certainty when
[ would be laid off or have to take unpaid leave during the pandemic”.

- worker from a Marks & Spencer supplier factory in Sri Lanka

3

e Revenue: 13.1 billion USD (April 2021)"

Workers across 17 Marks & Spencer supplier factories in Bangladesh, Cambodia, India,
Indonesia, Pakistan and Sri Lanka reported (2020):

Range of monthly wages: 78 USD (Pakistan) to 158 USD (Cambodia)

15% loss in work days

14% reduction in monthly wages

60,093 23 Million

Actual wage theft (USD) Wage theft estimates (USD)

78% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

108% increase in workers’ household debt
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“I didn’t receive any wages during the lockdown period in April and May. The wages

from March were also pending. We had to go door to door asking our neighbours and
relatives for some spare money so that we could afford food.”

- worker from a VF Corp supplier factory in India

b )

e Revenue: 9.2 billion USD (March 2021)"

e CEO's total compensation (2020): 16.6 million USD"™

Workers across 13 VF Corp. supplier factories in Bangladesh, Cambodia, India,
Indonesia and Pakistan reported (2020):

Range of monthly wages: 97 USD (Pakistan) to 216 USD (Cambodia)

23% loss in work days

20% reduction in monthly wages

35,727 22 Million

Actual wage theft (USD) Wage theft estimates (USD)

92% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

52% increase in workers’ household debt
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“...the manager said its better I resign, as they were anyway trying to cut down their
workforce. So, I resigned and started selling vegetables at the market, where I could at
least take my baby to work. I hardly earn 5000 INR (69 USD) a month now. I wish I
could return to the factory so I could earn more and give my baby more nutritious food.”

- worker who was forced to resign from a PVH supplier factory in India due to the shutdown of
creche facilities.

3

Revenue: 7.1 billion USD (January 2021)'®

CEO's total compensation (2019): 17 million USD, with 6 top executives receiving
an average compensation of 9.8 USD million from 2006 to 2019"

Workers across 17 PVH supplier factories in Bangladesh, Cambodia, India, Indonesia
and Pakistan reported (2020):

Range of monthly wages: 101 USD (India) to 199 USD (Indonesia)

17% loss in work days

18% reduction in monthly wages

60,724 221 Million

Actual wage theft (USD) Wage theft estimates (USD)

o 72% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.
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“I have been buying food on credit since April, so that I can save some cash to send to my
family. I also pawned the only gold necklace I have in July... At least, if the company paid
us for our overtime work, life would not have been this difficult.”

- worker from a Next supplier factory in Sri Lanka who was forced to perform unpaid overtime
work

3

Revenue: 4.8 billion USD (January 2021)" (converted from 3.5 billion GBP based
on currency conversion rate as of 31 January 2021)

CEO's total compensation (2020): CEO’s annual pay more than doubled to a five
year high due to bumper share awards.”®

Workers across 14 Next supplier factories in Bangladesh, Cambodia, India, Pakistan,
and Sri Lanka reported (2020):

22% loss in work days

20% reduction in monthly wages

83130 189 Million

Actual wage theft (USD) Wage theft estimates (USD)

o 73% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

e 98% increase in workers’ household debt

169



(49

“I tried to commit suicide soon after I was laid off in May, as | was four months pregnant
and had no money to feed myself or my two other children. | have removed my children
from school, as I could not pay for their books or their school fees. In October, I had to
take on more debt to meet my pregnancy related expenses. As repaying this debt became
difficult, I asked my 15-year-old son to find work in some neighbourhood shops”

- pregnant worker who was laid off without wages from a Levi's supplier factory in Pakistan

3

Revenue: 4.5 billion USD (November 2020)%°

CEOQ’s total compensation (2020): 10.6 million USD#

Workers across 31 Levi's supplier factories in Cambodia, India, Pakistan, and Sri
Lanka reported (2020):

Range of monthly wages: 93 USD (Pakistan) to 252 USD (Cambodia)

25% loss in work days

23% reduction in monthly wages

140,494 82 Million

Actual wage theft (USD) Wage theft estimates (USD)

o 73% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

e 98% increase in workers’ household debt
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“Our landlord threatened to throw us out during the lockdown if we didn’t pay our rent.
I had no wages during the lockdown, and we didn’t have any savings to pay the rent for
those two months. We were barely able to afford our food. We took debt to pay rent and
weren't able to manage more debt to pay medical bills when our child fell ill.”

— worker from an AEO supplier factory in India

3

e Revenue: 3.7 billion USD (January 2021)?2
e CEO's total compensation (2020): USD 15 million, increasing by 83% from 2019%

AEO has not committed to paying in full for existing orders, and imposed a 20% price
reduction on certain categories of apparel that were already produced or in the
process of production.?*

Workers across 9 AEO supplier factories in India, Indonesia, and Pakistan reported
(2020):

Range of monthly wages: 108 USD (Pakistan) to 207 USD (Indonesia)

24% loss in work days

20% reduction in monthly wages

42,971 118 Million

Actual wage theft (USD) Wage theft estimates (USD)

66% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

98% increase in workers’ household debt
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“When the factory reopened in June, there was a huge increase in verbal harassment,
including name-calling, slut-shaming and constant threats of termination. If we wanted

to take even a one-day leave due to any illness, they would shout at us and tell us to just
resign and never return to work.”

- worker from a Primark supplier factory in India who was subject to harassment after returning
to work following the lockdown

3

e Revenue: Not known

e Primark committed to paying 460 million USD in cancelled or existing orders, but
did not disclose information on its payments. It took Primark six months to agree
to pay for all orders in full.?

Workers across 20 Primark supplier factories in Bangladesh, India, and Pakistan
reported (2020):

Range in monthly wages: 84 USD (Pakistan) to 102 USD (India)

32% reduction in the number of working days per month

32% reduction in monthly wages

89 935 192 Million

Actual wage theft (USD) Wage theft estimates (USD)

52% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

e 387% increase in the household debt of workers
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“...we were asked to work longer hours without additional pay, handling multiple tasks,
facing constant verbal harassment. Being in deep debt and knowing we won't find better
jobs, we suffered the insults and long work hours, hoping we won't be terminated, like
many of our colleagues.”

- worker from a C&A supplier factory in Cambodia who was forced into unpaid overtime during
the pandemic

b )

¢ Revenue: Not known

e CR&A is owned by the richest family in the Netherlands, with an estimated net
worth of 30 billion USD in 20172¢

o C&A took seven months to commit to paying in full for existing orders, with orders
“put on hold” for this period.?”

Workers across 13 C&A supplier factories in Bangladesh, Cambodia, Indonesia and Sri
Lanka, reported (2020):

Range of monthly wages: 69 USD (Bangladesh) to 213 USD (Cambodia)

11% loss in work days

15% reduction in monthly wages

74,947 18 Million

Actual wage theft (USD) Wage theft estimates (USD)

79% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

20% increase in household debt of workers, increasing from as high as 1054 USD
before the recession to 1266 USD during the recession
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“I couldn’t afford to buy medicines for my father who is suffering from many chronic
illnesses during the lockdown, because I lost all my wages overnight. We couldn't afford
healthcare for many months even after the lockdown because we had to use our wages to
pay back the moneylender — we had huge debt from even before the lockdown.”

— worker from a Bestseller supplier factory in Pakistan

3

Revenue: Not known

CEO and sole owner of Bestseller is from one of the richest families in Denmark,
with net worth increasing by 39% from April 2020, to 13.2 billion USD in April 2021.28

o Bestseller refused to pay in full for existing orders, and imposed 10% reduction in
payments for orders already produced or in the process of production.?®

o Workers across 11 Bestseller supplier factories in Cambodia, India, and Pakistan
reported (2020):

Range of monthly wages: 79 USD (Pakistan) to 96 USD (India)

31% loss in work days

27% reduction in monthly wages

ryypyi: 43 Million

Actual wage theft (USD) Wage theft estimates (USD)

e 79% of the workers’ wages fell below the international poverty line during peak
pandemic months in their countries.

o 9% increase workers’ household debt - increasing from as high as 389 USD before
the recession to 494 USD during the recession.
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Conclusion And Way Forward

The increasing integration of developing
countries in Asia into global apparel supply
chains has been accompanied by the
dominant policy and academic perspective
that production countries, supplier factories
and workers will benefit from trickle-down
growth, and the economic and social
upgrading that results from their association
with major global apparel brands. The most
popular indicator used for measuring the
positive developmental impact of global
apparel supply chains is the movement of
garment workers above the World Bank
International Poverty Line. Yet this poverty
line has been widely critigued as a low
standard that does not take into account the
full range of consumption requirements of
workers and their households.

The pandemic-induced recession and
resultant humanitarian crisis facing garment
workers has revealed strong evidence
that the existing structure of global supply
chains is not oriented towards facilitating
the development of production countries or
alleviating the poverty of garment workers,
with the costs of participation in global
apparel supply chains outweighing its
benefits.

Poverty-level Wages Cause
Human Rights Violations

Three interrelated conclusions can be
inferred from the findings of the report.
One, the stagnation of workers’ wages at
poverty levels results in the lack of any
form of resilience to crisis, causing workers
to fall below the poverty line and slip into
extreme poverty immediately. Two, wage
theft of workers with poverty-level wages

constitutes a human rights violation as
workers and their households are forced
to reduce consumption below minimum
survival levels and incur increased debt,
thereby getting trapped in a vicious cycle of
poverty and indebtedness. Three, brands
caused and contributed to human rights
violations of workers in their supply chains
through their actions before and during
the pandemic-induced recession. The
management practices and harmful actions
of brands, which are deeply entrenched
and legitimised within their supply chains,
translated into  harmful employment
practices in their supplier factories, which
in turn led to different forms of wage theft
experienced by workers.

Poverty-level wages do not allow workers
the flexibility to withstand even short
periods of loss of employment and wages
without triggering a humanitarian crisis,
leading to the reversal of any development
gains for workers or production countries.
The economy and workforce in the majority
of Asian production countries are highly
dependent on garment exports, making
them even more vulnerable to crisis. Despite
being employed in the most globalised,
industrial sector of their economies,
garment workers’ wages remain at poverty
levels over their lifetime, without any scope
for upward mobility, improved standards of
living, and creation of savings and assets.
Garment workers faced different forms of
forced labour even prior to the pandemic,
as they were pushed to take on oppressive
debt or work brutal overtime hours to cover
their families’ consumption needs.

Under these already harsh conditions,
garment workers were compelled to further
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absorb the costs of the pandemic-induced
recession, in the form of extreme wage
theft. Workers and their households paid for
the crisis with the physical degradation of
their bodies — as they reduced consumption
on food, healthcare and education. When
such workers are pushed below the poverty
line, their experience is not short-lived, but
triggers a long-term crisis in the form of loss
of meager assets and severe indebtedness,
leading to inter-generational transfer of
poverty as their children face nutritional
deficits, gapsintheireducationandareforced
into child labour. As an industry dominated
by women from vulnerable socio-economic
groups, the conditions facing workers in the
garment industry have clear implications in
the form of heightened economic violence
against women and deepening gender
disparities in production countries.

The findings of this report are an
underestimation of the scale of the crisis
faced by workers because the data over-
represents unionised and regular workers,
pointing to an even more tragic reality for
the large numbers of non-unionised workers
with less secure employment contracts.

Rapid Response By Asian
Garment Unions During
The Peak Pandemic Period

As Asia Floor Wage Alliance received reports
from the ground in Asia during the peak of
the pandemic, it became evident that an
intense humanitarian crisis was unfolding
that would propel workers into a debt and
poverty cycle. AFWA conducted a rapid
assessment with garment unions in Asia
and formulated an immediate demand for
Supply-chain Relief Contribution (SRC) from
brands.2 The SRC would be in proportionto a
brand’s procurement in 2019 from a supplier
in its supply chain and payable to workers
through its suppliers. However, due to
multiple factors, brands were able to deflect

their roles and defuse their accountability.
Shortly thereafter, the global garment labour
rights movement regrouped itself with a
broad consensus on Wage Assurance.®

Global apparel brands evade public
criticism and union action by hiding behind
public assurances of meeting standards
set by national laws. However, they fail to
recognise or make up for the jurisdictional
and governance weaknesses and erasure
of justice delivery mechanisms induced in
production countries by the very nature
of their supply chains. Most national
governments have set their minimum wages
atthe same level or marginally higher than the
International Poverty Line, as higher wages
would result in the relocation of sourcing by
brands due toincreaseinlabour costs. During
the recession, governments were forced to
withdraw or relax orders requiring suppliers
to pay wages to workers, as suppliers cited
that their businesses are wholly dependent
on the actions of brands, who engaged in
cancellations and non-payment for orders.
Brands are able to distance themselves from
any liability arising from the human rights
violations of workers in their supply chains by
transferring this liability to supplier factories,
who are considered the sole employers of
workers, even though brands determine
workers’ access to employment and wages
and control the production process.

Building A New Social
Contract

One of the major forms of wage theft across
all countries, as shown in this report is
non-payment of layoff wages and terminal
benefits as per the legal provisions in each
country or according to the ILO standards
for social protection, terminal benefits and
employment security. This gap reveals major
structural flawsin global supply chains, which
signals the need for a global architecture for
social protection. The emerging consensus
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is for a New Social Contract that has at its
core social protection against employment
loss.4

The global garment labour rights movement
has also stated the need for a structural
change to shift responsibility through an
enforceable and binding agreement. There is
a campaign towards a Severance Guarantee
Fund to complement national laws and
institutions and ensure workers timely
access to severance payments when there
is a jurisdictional and governance failure.®

Towards A Living Wage In
Global Garment Supply
Chains

The concentration of power and profits in
the hands of transnational corporations
within global supply chains has been globally
recognised as detrimental to a balanced
and inclusive growth for all.® In the case of
global apparel supply chains, brands wield
complete control over their suppliers and
workers, pushing down costs further and
further, while accumulating more and more
profits. The fair redistribution of power and
profits through transformative shifts in the
structure and governance of global supply
chains is a pre-condition for Asian garment
workers’ access to decent work and dignified
living conditions that will lift them out of
inter-generational poverty, leading to more
lasting development gains for production
countries.

Global Readjustment Towards
Higher Prices Required For The
Payment Of Living Wages

The Asia Floor Wage (AFW) is a regional
living wage formulation by Asian trade unions
that has been recognised as a necessary
and legitimate living wage that meets
the minimal conditions for decent labour
standards. However, the current structure of

global supply chains is contradictory to the
achievement of aliving wage for workers. The
primary motivation of global apparel brands
to offshore and outsource manufacturing
is to lower production costs by driving
down labour costs. Brands, which wield
monopsonistic power over their suppliers, are
able to impose several conditions, including
Freight on Board (FOB) pricing models that
only account for poverty-level wages for
workers according to statutory minimum
wages. Such a pricing model allows brands
to maximise value capture and accumulate
profits through the reduction of input costs
and squeezing of labour, rather than by
increasing product prices.’

Pricing models that allow the perpetuation
of poverty-level wages are justified on
the basis that it meets the standards set
by national laws. However, it results in the
exploitation and chronic impoverishment
of workers by denying them living wages
that account for the daily renewal of their
labour power and the reproduction of their
households.®  Therefore, transformative
change in global apparel supply chains will
entail a process of global readjustment by
consumer markets in developed economies
and global apparel brands to higher prices,
which will in turn, enable fair living wages
for garment workers. The accumulation of
super-profits through the indiscriminate sale
of low-cost garments produced by workers
earning poverty-level wages, must be
replaced with a pricing model that enables
workers to be compensated adequately
by the fair redistribution of profits earned
through the marketing and sale of products
manufactured by them.

Wage Forward:° Enforceable And
Binding Agreement For Living
Wages

The governance of global supply chains has

been driven by the codes of conduct and
auditory regimes of global apparel brands as

179



part of their Corporate Social Responsibility
(CSR) programmes. These CSR initiatives
are attempts by corporations to self-regulate
their supply chains, and evade collaboration
or accountability towards other actors in the
supply chains, including workers and trade
unions.’® It allows global apparel brands to
hide behind commitments in their codes of
conduct towards the payment of adequate
wages, including living wages, while
continuing to drive down prices for their
orders without any contestation."

The implementation of guaranteed living
wages for garment workers across supply
chains in all production countries is not
possible without the development of strong
labour market institutions that replace the
self-regulation of supply chains by brands,
and hold them accountable for violations.
Labour market institutions that are pro-
labour are required to sustain and promote
the unionisation process and collective
bargaining within global apparel supply
chains. The building of workers’ and their
unions’ agency is essential to contest
the hegemonic power of brands in the
governance of supply chains and to ensure a
union-driven and worker-monitored process
for the payment of living wages.

The global garment labour rights movement
has launched the Wage Forward Campaign,
which aims to reverse the exploitation of
workers for super-profits by demanding
that brands pay an additional living wage
contribution on every order placed,
which covers the gap between the legally
mandated minimum wage and estimated
living wage in production countries. By
paying 25% premium over and above the
price they currently pay their suppliers,
brands would be able to ensure living wages
to workers in their supply chains. The Wage
Forward campaign proposes an Enforceable
Wage Agreement (EWA) that is a global,
legally binding agreement negotiated and
signed by trade unions, international brands
and retailers to guarantee a living wage to

garment workers."?

Need For Joint Employer Liability
Of Global Apparel Brands With
Suppliers

Brands capture the majority share of profits
as drivers of global apparel supply chains
but evade accountability for the conditions
of workers who manufacture the garments
that they own, market and sell. They
transfer any liability towards workers in their
supply chains to their suppliers, who are
considered the sole employers. Suppliers,
on the other hand, have been able to escape
their liability towards workers within the
national jurisdictions of production countries
by arguing that they cannot pay workers
without continued orders and full and timely
payments from brands. The economic
dependency of suppliers on brands for
their continued operations translates to the
total reliance of workers on brands for their
continued employment and wages. However,
production country governments have not
taken any steps to hold brands liable for
wage theft experienced by workers during
the recession, though major Asian garment
supplier associations had called for “fair
compensation” to be paid directly as salaries
to workers of suppliers.”* Governments of a
few countries that are heavily dependent
on garment exports, nevertheless, provided
some cash relief to the workers. Brands
have consistently refused to share liability
and offloaded all risks.

The transnational commercial relationship
between brands and their suppliers must
be reexamined in order to redefine liability
towards workers in the global apparel supply
chains. Brands enter into contracts for
production with their suppliers in production
countries. These contracts for production
cannot be fulfilled without the employment of
labour, and therefore, giverise toemployment
contracts between suppliers and workers.
Workers are hired by suppliers on behalf of
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brands to manufacture the garments that are
owned, marketed and sold by the brands.
Workers receive employment and wages
from their suppliers based on the quantity of
orders and pricing determined by the brand,
while their work process and conditions are
determined by the minute specifications on
the design, quantity and quality of products,
deadlines and delivery models provided by
brands. This provides the opportunity to
view global supply chains as a system of
joint production and employment of labour
by brands and their suppliers, rather than
viewing it as a relationship of sales and
purchase.

The liability gap in the existing structure of
global garment supply chains has foreclosed
the option of workers’ and their unions’
agency to hold brands accountable. AFWA
wants to restore this agency, bring unions
into direct engagement with the brands and
claim accountability within the jurisdictional
domain of their countries. AFWAs partner
unions across several production countries
have been taking steps to hold brands jointly
liable for the wage theft of workers in their
supplier factories, in the national jurisdictions
of production countries, using national
legislations. These complaints demand that
brands compensate workers for wage theft
during the pandemic-induced recession,
where the supplier has failed to do so, as
they are jointly liable for the payment of
workers’ wages.

Workers in industries with unions and a
tradition of collective bargaining have
been able to secure higher wages than the
minimum wage. The living wage formulated
by AFWA is within the range of bargainable
wages in each country. Access to living
wages would have allowed garment workers
to face the pandemic-induced recession
with resilience. As long as garment workers
do not have unions to progressively reach a
living wage, they will continue to provide what
has been called a “reverse labour subsidy”
for brands’ super-profits.™ During crises,

such as the Covid-19 pandemic, the reverse
subsidy is further deepened through wage
theft, leading to further mining of workers’
bodies™ for the stabilisation and recovery
of brand profits. The capture of value by
brands in the form of super-profits earned
through the exploitation of workers must be
replaced by protected and guaranteed living
wages for workers across global apparel
supply chains in all production countries.
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Appendix: Summary 0f Relevant Lahour
Legislations In Surveyed Gountries

Sri Lanka

Layofts And Terminations Of Workers

Layoffs and terminations of workers in Sri Lanka are governed by laws pertaining to the
retrenchment of workers, as set out in the Termination of Employment of Workmen (Special
Provisions) Act, No. 45 of 1971.

Process Of Retrenchment

The TEWA covers the retrenchment of workers in Scheduled Employment, including workers
employed in factories. Section 2 (1) of the TEWA states that no employer shall terminate the
scheduled employment of any workman without the prior consent in writing of the workman
or the prior written approval of the Commissioner General of Labour. Once an application is
made under TEWA, the Commissioner General of Labour is given the powers to approve and
refuse retrenchment within a period of three months from the application, and also powers to
decide the terms and conditions of that retrenchment including payments of compensation
and gratuity by the employer to the employee.

If an employee is dismissed in contravention to the provisions of TEWA, it is considered illegal,
null and void. Further, if any person fails to comply with the decision of the Commissioner
General or Labour, it is treated as an offence with penalty, including a prison sentence of up
to six months. The decision of the Commissioner General cannot be challenged in any forum
and is considered final and conclusive.

Compensations And Severance Pay
The Payment of Gratuity Act, No. 12 of 1983, states that workers who have completed five
years of service are entitled to gratuity, which includes half a month’s or 14 days wages for

each completed year of service. Further, TEWA has a provision for payment for redundancy,
which is payable in the event of termination of workers resulting from the closure of business.

Payment Of Wages During Covid-19

The lack of laws governing temporary layoff of workers during emergencies resulted in the
ad hoc tripartite taskforce on Covid-19, which led to the tripartite agreement between the
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Employers’ Federation of Ceylon (EFC), trade unions and the Ministry of Skills Development,
Employment and Labour Relations. As per the agreement reached on May 5, 2020, employers
agreed to: (a) not terminate workers during the Covid-19 pandemic; (b) provide 50% of
workers’ basic wages or LKR 14,500 (77 USD), whichever is more beneficial to workers, if
the factory did not provide work to workers during this time; and (c) contribute to Employers’
Provident Fund (EPF) and Employees’ Trust Fund (ETF). The taskforce also required employers
to receive prior authorisation from the Labour Department if they did not require the services
of workers and retrenched them with reduced salaries.

Overtime Payment

The Factories Ordinance, No. 45 of 1942, stipulates that working hours must not exceed
9 hours per day, excluding time allocated for meals or rest. The Wages Board Ordinance
states that Wages Boards constituted in respect of the trade for which it is established
may determine the applicable rate for overtime work done by workers. Accordingly, for
the garment industry, payment for overtime work is 1.5 times the normal hourly rate.

PaKistan

Layofts And Terminations Of Workers

In Punjab province, the West Pakistan Industrial and Commercial Employment (Standing
Orders) Ordinance 1968 (ICEQ), adopted in 2012, governs the layoff and termination of
workers. In Sindh Province, the Sindh Terms of Employment (Standing Orders) Act, 2015, is
applicable in the case of layoff and terminations of workers.

Payment Of Wages During Layoff

Standing Order 11 (3) of the ICEO governs the layoff of workers. In cases where workers are
laid off due to stoppage of work for several reasons laid out in Standing Order 11 (1), they
shall be paid by the employer an amount equal to one-half of their daily wages during the
first fourteen days of layoff as compensation. When, however, the workmen have to be laid
off for an indefinite period beyond the above-mentioned fourteen days, their services may be
terminated after giving them due notice or pay in lieu thereof.

Process Of Termination

Standing Order 12 of the ICEO governs the termination of workers. It states that either employer
or worker may terminate an employment contract by providing one month’s notice. This is
applicable only to permanent workers and does not cover temporary workers or probationers.
Standing Order 15 of the ICEO allows the employer to terminate workers for misconduct.
The ICEO requires a written employment termination letter to be provided by the employer,
stating reasons for termination. The law does not lay down fair grounds for the dismissal of
workers. However, case law has set the precedent for rightful termination to include illness,
inefficiency, and based on the financial and economic needs of the establishment.
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Compensations And Severance Pay

If one month notice is not provided by the employer, as per Standing Order 12, the worker
must be paid one month’s wages in lieu of notice.

According to Standing Order 16 of the ICEO, the worker is entitled to gratuity equivalent to
one month’s wages, calculated on the basis of the wages admissible to them if they are a
fixed-rated worker, or the highest pay drawn by them during the last twelve months if they
are a piece-rated worker, for every completed year of service or any part of the year over six
months. Seasonal workers are also entitled to gratuity equal to one month’s wages for each
season. The employer may substitute provident fund payment with gratuity.

Similar provisions are found in the Sindh Terms of Employment (Standing Orders) Act, 2015.

Payment Of Wages During Covid-19

The Sindh Covid-19 Emergency Relief Ordinance was promulgated on 18 May 2020, which
provides inter alia that ‘no employee or worker shall be laid off, terminated or removed’ and
further provides alist of permissible deductions from salaries of employees earning PKR 50,000
and above. Workers, governments and employers in Sindh agreed to tripartite mechanisms
for resolving grievances of workers due to non-compliance to the ordinance. Textile industry
employers filed a petition with the Sindh High Court stating that they would not be able to pay
wages as required by the ordinance.

Overtime Payment

In Punjab province, overtime payment is regulated by the Factories Act 1934. Section 47
states that overtime pay must be at twice the ordinary rate of pay. Overtime payment is
applicable where a worker (a) in a non-seasonal factory works for more than nine hours in any
day or for more than forty-eight hours in any week, or (b) in a seasonal factory works for more
than nine hours in any day or for more than fifty hours in any week.

In Sindh province, the Sindh Factories Act 2015, regulates overtime payment. Section 68
states that workers are entitled to pay at twice the ordinary rate of pay. Overtime payment is
applicable where a worker is (a) in a non-seasonal factory works for more than nine hours in
any day or for more than forty-eight hours in any week, or (b) in a seasonal factory works for
more than ten hours in any day or for more than fifty hours in any week.

Layofts And Terminations Of Workers

In India, the Industrial Disputes Act (IDA), 1947, governs the layoff and terminations of workers.

Payment Of Wages During Layoff
Section 25M of the IDA prohibits layoff of workers whose names are on the muster rolls

186



of industrial establishments without the prior permission of the appropriate government or
such authority as may be specified by that government, unless such layoff is due to specific
emergency situations. If no application has been made for permission for layoff of workers
by the employer, such layoff is deemed illegal and workers are entitled to all benefits under
applicable laws as if they are not laid off.

According to Section 25 C of the IDA when workers whose names are on the muster rolls of
industrial establishments who have completed not less than one year of continuous service
under an employer is laid off, whether continuously or intermittently, they shall be paid by the
employer for all days during which they are so laid off, compensation which shall be equal to
50%, of the total of the basic wages and dearness allowance that would have been payable
to them had they not been so laid off. However, there are two conditions to this provision.
If during any period of twelve months, a workman is so laid off for more than 45 days, no
compensation is payable for any period of the layoff after the expiry of the first 45 days, if
there is an agreement to that effect between the worker and the employer. The employer
may retrench workers at any time after the expiry of the first 45 days of the layoff and any
compensation paid to the workers for having been laid off during the preceding 12 months
may be set off against the compensation payable for retrenchments.

Process Of Retrenchment

Termination under the IDA is defined as “retrenchment”.

Section 25 N of the IDA (applicable to establishments with 100 or more workers) states that
workers employed in an industrial establishment for over a period of one year in continuous
service cannot be retrenched without provision of three months’ notice indicating reasons for
retrenchment. The prior permission of the appropriate government or authority specified by
that government must be obtained, through an application clearly stating reasons for intended
retrenchment. If no application has been made for permission for retrenchment of workers
by the employer, such retrenchment is deemed illegal and workers are entitled to all benefits
under applicable laws as if they are not laid off.

Section 25 F of the IDA (applicable to establishments with less than 100 workers) states that
workers employed in an industrial establishment for over a period of one year in continuous
service cannot be retrenched without provision of one months’ notice indicating reasons for
retrenchment. Notice must be served to the appropriate Government or authority specified
by the appropriate government regarding the retrenchment.

Compensations And Severance Pay

The worker must be paid in lieu of notice, as per section 25 N and 25 F of the IDA.

When permission for retrenchment has been granted by the government, workers are entitled
to receive compensation of fifteen days’ average pay for every completed year of continuous
service or any part thereof in excess of six months.

Payment Of Wages During Covid-19

The Ministry of Home Affairs issued an order on 29 March 2020 requiring all employers to pay
their workers full wages for the period of the lockdown. This was challenged by employers
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in the Supreme Court, following which it was ruled on June 4 that coercive action cannot be
taken against employers for non-payment of wages during the lockdown period. On June 12,
the Supreme Court ruled that the state must facilitate negotiations between employers and
workers for payment of wages during the lockdown period.

Overtime Payment

The Minimum Wages Act, 1948, Section 14, states that if the number of hours constituting a
normal working day exceeds the given limit, then employers will have to pay workers for every
hour or for part of an hour for which workers have worked in excess at the overtime rate.

Section 59 of the Factories Act states that if a worker works in a factory for more than 9 hours
a day or for more than 48 hours a week, they shall receive wages at twice the ordinary wage
rate.

Layofts And Terminations Of Workers

The newly passed Omnibus Law on Job Creation and the Government Regulation 35/2021
governs layoff and termination of workers.

Payment Of Wages During Layoff

There is no specific law on layoff in Indonesia. Rather, the law governing labour is found in the
law of contract. Article 81, No. 25 of the Omnibus Law for Job Creation which contains Article
88 A, paragraph (1) of the Manpower Law, stipulates that workers’ rights to wages arise when
there is an employment relationship between a worker and an entrepreneur and ends when
the employment relationship is terminated. Letter of Minister of Manpower 5/1998 affirms the
rights of laid-off workers to wages, with the following provisions:

o Employers continue to pay wages in full, namely in the form of basic wages and fixed
allowances as long as workers are laid off, unless otherwise stipulated in the work
agreement, company regulations or collective work agreement.

» If the employer will not pay the worker’'s wages in full, it must be negotiated with the trade
union and/or the workers regarding the amount of wages during the time off and the
length of time they are laid off.

However, in certain conditions like force majeure, workers can be furloughed, and after the
condition ends, workers must be paid as usual.

Process Of Termination

According to the Omnibus Law and the Government Regulation 35/2021, employers must
notify workers of the intention and reasons for terminating them, unless termination is a result
of the expiration of their fixed term contract, due to resignation, reaching retirement age or
death. If the worker rejects the termination after receiving notice, the worker and employer
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must enter into bipartite negotiations. If the negotiations fail, then termination must be
conducted in accordance with the Industrial Relations Dispute Settlement Law of Indonesia,
Law No. 2, 2004. The disagreement of termination may be taken to the local employment
office for mediation, or, if this fails, to the Industrial Relations Court.

Compensations And Severance Payments

Workers are entitled to the following payments upon termination:

o Standard severance of one month'’s salary per year or part year of service, capped at nine
months’ salary.

o Service payment calculated as per a scale ranging from two months’ salary for a worker
with three years of service, to 10 months’ salary for a worker with 24 years of service or
more.

o Compensation of Rights payment, including untaken leave, repatriation costs and housing,
and other contractual entitlements, such as separation pay.

Payment Of Wages During Covid-19

The Ministry of Manpower requested employers to discuss in advance with workers’
representatives and trade unions before laying off workers, including taking alternate
measures such as reducing wages and perks of top level positions, reducing work shifts,
limiting or removing overtime work, reducing work hours, reducing work days, temporary
layoff or rotational work, extending or not extending the contracts of workers whose contracts
have expired, and providing pensions for those who are eligible. The government required
that Religious Festive Allowance be paid to workers in full regardless of the business situation
of employers, with the method of payment being agreed upon by employers and workers.

Overtime Payment

The Omnibus Law recognises normal working hours of 40 hours per week, which includes
7 hours per day for 6 days of a week or 8 hours per day for 5 days of a week. It extended
maximum overtime hours to four hours per day and 18 hours per week. Overtime payment
rate is 1.5 times the normal pay for the first hour of overtime work and two times the normal
pay from the second hour of overtime work.

The laws on suspension of employment contract, termination of employment contract and
mass layoff govern the layoff and terminations of workers in Cambodia.

Layoft And Terminations Of Workers

The Labour Law, 1997 governs the layoff and terminations of workers in Cambodia.
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Payment Of Wages During Layoff

Temporary layoff is considered to be a form of “suspension of contract” in Cambodia. Article
71, Labour Law 1997, provides several reasons for which the employment contract of a worker
may be suspended by the employer, including temporary layoff the worker for valid reasons
in accordance with internal regulations, Act of God that prevents either the employer or
worker from fulfilling obligations for a maximum of three months, and when the enterprise
faces a serious economic or material difficulty which leads to suspension of the operation of
the enterprise, with the suspension not exceeding two months and under the control of the
Labour Inspector.

Article 72, Labour Law 1997, states that workers will not have to be paid for the period of
suspension of contract unless there are provisions to the contrary that require the employer
to pay workers.

Process Of Termination

According to Article 73, Labour Law 1997, a labour contract of a specific duration normally
terminates at the specified ending date. It can, however, be terminated before the ending
date if both parties are in agreement, and this agreement is made in form of writing in the
presence of a Labour Inspector and signed by both parties to the contract. If both parties
do not agree, then a contract can be terminated before the ending date only in the event of
serious misconducts on part of employer or worker, and Acts of God. A brief notice period must
be provided in the case of fixed duration contracts where workers have been in continuous
employment for more than 6 months.

According to Article 74, Labour Law 1997, an unspecified duration contract can be terminated
at will by either of the contracting parties, subject to prior notice given in writing by either of
the parties. However, employers cannot terminate an unspecified duration contract without
valid reasons relating to a worker’s attitude or behaviour, or based on the requirements of the
operation of the enterprise, establishment or group.

Article 75 provides the minimum period for a prior notice based on the length of the worker’s
service with the establishment, ranging from 7 days if the worker’s service is less than six
months, and three months if it is longer than 10 years. This notice period can be exempted in
the event of probation or internship as specified in the contract, due to serious misconduct
on part of employer or worker, and Acts of God.

Article 95, Labour Law 1997, states that any layoff resulting from the reduction in an
establishment’s activity or internal reorganisation that is foreseen by the employer is subject
to procedures. Here, layoff is considered to mean permanent layoff.

 Theemployer mustinform the workers’ representatives in writing to solicit their suggestions
on the measures for a reduction in workers and to minimise the effect of this on workers.

o The employer will first layoff workers with the least professional ability, and then workers
with the least seniority.

o Dismissed workers have priority, for the next two years, to be re-hired in the same position
in the enterprise.
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o The LabourInspectoris kept informed and may call concerned parties together to examine
the impact of the proposed layoffs and measures to be taken to minimise the effect.

o The Minister in Charge of Labour can issue an order to suspend the layoff for a period not
exceeding 30 days to help the concerned parties reach a solution.

Compensations And Severance Pay

The termination of workers by the employer without providing prior notice obligates the
employer to compensate them with an amount equal to wages and other benefits that the
worker would have received during the notice period.

Article 89, Labour Law 1997, provides indemnity for dismissal if the contract is terminated by
the employer alone. The indemnity for dismissal is based on the duration of service. Article
91 entitles both employer and worker to payment of damages if the contract is terminated
without valid reasons.

Workers with fixed duration contracts are entitled to a severance payment of at least 5%
of the total wages paid to the worker during the length of the contract. Workers with an
unspecified duration contract are entitled to layoff compensation depending on the length
of service, with workers with a length of service between six months to one year receiving
seven days of wages and benefits, and workers with a length of service more than one year
receiving 15 days for each year of service, up to 6 months of wages and benefits.

Payment Of Wages During Covid-19

The Prime Minister announced on 7 April 2020 that suspended or laid-off workers would
receive a flat 70 USD, with employers paying 30 USD and the government paying 40 USD.

Overtime Payment

According to Article 137 of the Labour Law, 1997, the number of working hours is 8 hours per
day and 48 hours per week. Overtime work is only permitted for exceptional and urgent jobs,
and must not be more than two hours per day, as per the Arbitration Council Award 10/04.
According to Prakas 80/90, overtime work must be voluntary. Employers are required to pay
at least 150% of the usual wage to employees who work overtime in the day and 200% of the
usual wage for overtime work during the night.

Bangladesh

Layoft And Terminations Of Workers

The Bangladesh Labour Act, 2006, governs layoff, retrenchments and terminations of workers.

Payment Of Wages For Layoff

According to Article 12 of the Labour Act, an employer may, at any time, in the event of
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fire, catastrophe, breakdown of machinery, or stoppage of power supply, epidemics, civil
commotion or any other cause beyond his control, stop any section or sections of the
establishment, wholly or partly for such period as the cause for such stoppage continues to
exist. If the stoppage of work does not exceed one day, workers are not entitled to wages,
whereas if the stoppage exceeds one day, workers are paid wages for each day of stoppage.
If the period of stoppage exceeds three days, the employer may lay off workers.

According to Article 16 of the Labour Act, a worker who has their name on the muster rolls of
the industrial establishment, and who has been employed for one or more years, is entitled to
compensation by the employer for all days of layoff. The compensation for the first 45 days
of layoff shall be equal to half of the total of the basic wages and dearness allowance, and
ad-hoc or interim pay, if any, and the full amount of housing allowance, if any, that would have
been payable to him had he not been so laid off. After the expiry of 45 days of layoff, if workers
are laid off for periods of 15 days or more, they are entitled to payment of compensation for all
days in every subsequent period of layoff for 15 days or more. The amount of compensation
shall be equal to one-fourth of the total of the basic wages and dearness allowance, and ad-
hoc or interim pay if any, and the full amount of housing allowance, if any, that would have
been payable to them, had they not been laid off.

Process Of Retrenchment Or Termination

Beyond layoff of 45 days, if workers are being laid off for periods of 15 days or more, the
employer may choose to retrench the workers instead. In the case of such retrenchment,
according to Article 20 of the Labour Act, no notice needs to be provided to the worker.
However, the worker so retrenched must be paid 15 days of wages.

According to Article 20 of the Labour Act, a worker may be retrenched on the grounds of
redundancy. However, workers who have been in continuous service for a period of one year
or more shall be given a one month’s notice in writing, indicating reasons for retrenchment, or
wages for the notice period in lieu of the notice and a copy of the notice is sent to the chief
Inspector or any other officer authorised by him and also to the collective bargaining agent in
the establishment.

A worker may be dismissed in two cases. As per sections 23 and 24 of the Labour Act, a
worker may be dismissed without prior notice or payment in lieu of notice in the case of
misconduct. As per section 22, a worker may be discharged from service for reasons of
continued physical or mental incapacity or continued ill-health.

According to Article 26 of the Labour Act, termination of a permanent worker requires a notice
of 120 days for monthly rated workers and 60 days for others. Termination of temporary
workers requires 30 days’ notice for monthly rated workers and 14 days’ notice for others,
if the termination was not due to completion, cessation, abolition or discontinuance of the
temporary work for which the worker was appointed.

Compensations And Severance Pay

If the employer terminates a worker without providing notice, the employer must pay wages
in lieu of notice.

Permanent workers who are terminated are paid compensation at the rate of thirty day’s
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wages for every completed year of service or for any part of the year in excess of six months,
or gratuity, if any, whichever is higher. A worker who is dismissed as a measure of punishment,
with service of a year or more, be paid by the employer compensation at the rate of fourteen
days wages for every completed year of service, or gratuity, if any, whichever is higher.

Payment Of Wages During Covid-19

The government offered a stimulus package of 5,000 BDT to pay the wages of workers in
export-oriented industries from April to June 2020. The owners of export-oriented factories
can access the funds as interest-free loans. The lenders would deposit the wages in the bank
accounts of workers directly.

Overtime Payment

According to Article 102 of the Labour Act, no worker should be ordinarily required to work
more than 8 hours per day and 48 hours per week.

According to Article 108 of the Labour Act, when a worker works for more than the ordinary
hours of work, the worker is entitled to allowance at twice the ordinary basic wage, dearness
allowance, and ad-hoc and interim pay, if any.
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