
 

It would cost 20 cents more per T-shirt to pay
an Indian worker a living wage

December 8 2017, by Murray Ross Hall And Thomas Wiedmann
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If we really care about protecting the people who make the things we
wear and use, we need to raise wages for workers in supply chains to
above the poverty line. Our research shows that this only requires a 20
cent increase in the Australian retail price for a T-shirt made in India.

1/7

https://sciencex.com/help/ai-disclaimer/


 

This small increase can lift wages by up to 225% in India, closing the
living wage gap for the most vulnerable workers in the supply chain,
such as cotton farmers. The living wage gap is the difference between a
living wage and current wages.

The living wage is the income required for a decent standard of living
for a worker and their family. It lifts the worker above the poverty line
and is defined by the costs to meet basic needs such as food and shelter.
It also limits the number of working hours per week required to meet
these needs.

A living wage has long been advocated as a way to support vulnerable
and exploited workers. About 42% of all workers globally are in
insecure jobs and have no social protections, 29% remain in moderate to
extreme poverty and about 25 million people are in slavery.

Many of the goods we now buy are part of global supply chains. Since
the 1980s the production of labour-intensive products such as textiles
and footwear has shifted to countries with low-cost labour.

Cost-cutting often impacts those with the weakest bargaining position,
such as cotton farmers - cotton prices have been on a downward trend
over the past decade. Without realising it, our demand for low prices can
cause vulnerable workers in other countries to work for less than a living
wage.

  
 

2/7

https://phys.org/tags/supply+chain/
https://phys.org/tags/cotton/
http://eands.dacnet.nic.in/Cost_of_Cultivation.htm
https://phys.org/tags/worker/
https://phys.org/tags/poverty+line/
http://www.ilo.int/wcmsp5/groups/public/%E2%80%94-ed_protect/%E2%80%94-protrav/%E2%80%94-travail/documents/publication/wcms_162117.pdf
http://www.ilo.org/wcmsp5/groups/public/%E2%80%94-dgreports/%E2%80%94-dcomm/%E2%80%94-publ/documents/publication/wcms_541211.pdf
http://www.ilo.org/wcmsp5/groups/public/%E2%80%94-dgreports/%E2%80%94-dcomm/%E2%80%94-publ/documents/publication/wcms_541211.pdf
http://www.ilo.org/wcmsp5/groups/public/%E2%80%94-dgreports/%E2%80%94-dcomm/%E2%80%94-publ/documents/publication/wcms_541211.pdf
http://www.ilo.org/wcmsp5/groups/public/%E2%80%94-dgreports/%E2%80%94-dcomm/%E2%80%94-publ/documents/publication/wcms_541211.pdf
http://www.un.org/en/events/slaveryabolitionday/
http://www.ilo.org/ilc/ILCSessions/105/reports/reports-to-the-conference/WCMS_468097/lang%E2%80%94en/index.htm
http://staging.ilo.org/public/libdoc/ilo/1996/96B09_254_engl.pdf
http://staging.ilo.org/public/libdoc/ilo/1996/96B09_254_engl.pdf
https://phys.org/tags/prices/
https://www.fairtrade.net/fileadmin/user_upload/content/2009/resources/Cotton_Commodity_Briefing_2015.pdf
https://www.fairtrade.net/fileadmin/user_upload/content/2009/resources/Cotton_Commodity_Briefing_2015.pdf


 

  

The small cost to address poverty and climate change for producing a T-shirt in
India. Credit: Murray Hall
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Our research calculated the living wage gaps in India, broken down by
region, gender, skill and type of employment. For instance, female
workers on cotton farms in Gujarat earn 207% below the living wage.
Casual female workers in Haryana have a living wage gap of about 34%.

It would take on average a 15 cent price increase on T-shirts in Australia
to close the living wage gap for cotton workers in India. Adding another
five cents would close the living wage gap for Indian textile workers, and
also account for the increase in agent fees, which are a percentage of the
production costs.

The living wage gap may be larger or smaller on particular farms or
factories, but a 20 cent increase on average would be sufficient to lift all
Indian workers in the garment supply chain out of poverty.

How we can raise the living wage

The cost to close the living wage gap in developing countries is small
because wages for workers in these countries make up only a fraction of
the retail price charged in countries like Australia.

Our work shows it costs about A$5.30 to produce a T-shirt in a country
like India and ship it to Australia. The remaining costs embedded in a
A$25 T-shirt come from warehousing, distribution and retail costs
within Australia itself.
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As a result, a 20 cent increase represents a less than 1% increase in the
Australian retail price. It would cost only another 40 cents to cover the
cost of greenhouse gas abatement. This means an ethically made T-shirt
would only cost 2.5% more than current prices.

A roadblock to implementing living wages is simply knowing the source
of materials. Only about 7% of fashion companies in Australia know
where all of their cotton comes from. Unless an Australian retailer
specifies the source of cotton, the decision is made by the overseas
textile contractor, often based on price.

Another challenge is that we need an accepted method for calculating
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and auditing the payment of living wages in the supply chain. The
retailer needs to know how much the cotton farmer should be paid and
have a system to check it has been done.

Over the past four years consumer pressure has pushed fashion
companies to understand their supply chains and to consider paying
living wages, but there is still a long way to go.

In 2012 a group of the world's largest ethical trade organisations formed
the Global Living Wage Coalition.

This organisation has developed a manual for measuring the living wage
and requiring? living wages to be paid to their producers. The producers
are audited along the supply chain and in return can advertise their
compliance with ethical standards. Shoppers will soon be able to look for
a label - similar to the Fairtrade symbol - to know that living wages have
been paid throughout the supply chain.

The famous economist John Maynard Keynes argued that consumers are
not entitled to a discount at the expense of the basic needs of workers. In
fact, we only need to pay a small amount more to provide a living wage
and make a big difference to the world's poorest workers.

This article was originally published on The Conversation. Read the 
original article.
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