W Internationaal

Living wages in the
M cambodian textile sector

Diana Quiroz and Chithira Rajeevan
18 May 2023




About this report

This report has been commissioned by CNV Internationaal to inform its trade union partners in
Cambodia in minimum wage negotiations.

About Profundo

With profound research and advice, Profundo aims to make a practical contribution to a
sustainable world and social justice. Quality comes first, aiming at the needs of our clients.
Thematically we focus on commodity chains, the financial sector and corporate social
responsibility. More information on Profundo can be found at www.profundo.nl.

Authorship

This report was researched and written by Diana Quiroz and Chithira Rajeevan, with contributions
from Olivia Bwalya (review), Isabelle de Lijser (review), Pisey Dan (review), and Veasna Nuon
(review). Correct citation of this document: Quiroz, D., Rajeevan, C. (2023, March), Living wages in
the Cambodian textile sector. Report of a participatory digital monitoring pilot project, Amsterdam,
The Netherlands: Profundo.

Front page cover photograph by Andy Ball for CNV Internationaal.

Acknowledgements

The authors would like to thank unions CLS and C.CAWDU for implementing the digital survey in
Cambodia. Thanks to Data4Development for their virtual support and training provided to CNV
Internationaal’s trade union partners. Thanks to Maria Paula Quiceno Mesa, Maria Camila Lopez
Martinez and Cindy Fuquene Sierra for their help cleaning the data, translating, and elaborating the
graphs used in this report.

Disclaimer

Profundo observes the greatest possible care in collecting information and drafting publications
but cannot guarantee that this report is complete. Profundo assumes no responsibility for errors in
the sources quoted, nor for changes after the date of publication. When any error in this report
comes to light, Profundo will promptly correct it in a transparent manner.


http://www.profundo.nl/

While median basic monthly salary of surveyed Cambodian textile sector workers (USS 195)
was slightly above the statutory minimum for 2022 (US$S 192) and the poverty line (USS 168), it
was below the living wage benchmark for Cambodia set by the Global Living Wage Coalition
(USS 231) and the minimum amount needed by the surveyed workers to cover living expenses
every month (USS 251).

The fact that wages do not match the cost of living of surveyed workers, renders them unable
to save money to pay for unexpected events. This often leads to a situation where they must
acquire debt to pay for essential and non-essential expenses and sometimes repay loans. This
situation constitutes a vicious cycle from which it is difficult break out of without higher wages.
On average, surveyed female workers earn much less than their male counterparts. This is
because women often occupy lower-paid positions, such as those in the production segment
(e.g., sewing, quality control, ironing, packing, overlocking, fray trimming, or collar label
stitching).

The COVID-19 pandemic negatively affected the income of most surveyed workers. While the
majority of workers received financial compensation from the Cambodian government and/or
their employer, this was much lower than their basic monthly salary.

Despite the survey's limitations, the survey sample's composition (i.e., the gender, average age,
and education level of surveyed workers) is similar to that registered by the ILO for the
Cambodian textile sector. The only exception is the proportion of female household heads,
which was much larger among the workers participating in this study.
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CNV Internationaal forms part of CNV, the second largest trade union in the Netherlands. Its
primary mission is to promote Decent Work globally, and it accomplishes this by partnering closely
with trade unions in 14 countries across Latin America, Africa, and Asia. CNV Internationaal
leverages the expertise of its trade union professionals and its international team, both in the
Netherlands and abroad, with funding from the Dutch Ministry of Foreign Affairs and other
sources. CNV Internationaal’s programme focuses on several key areas, including promoting
social dialogue, labour rights in supply chains, youth employability, and gender equality in the
workplace. Over the years, CNV Internationaal has increasingly emphasised labour rights in supply
chains, specifically within the textile industry in Cambodia, Indonesia, and Vietnam. CNV
Internationaal works alongside its trade union partners in these countries to ensure decent
working conditions for garment and footwear sector workers, including fair wages, safe and
healthy workplaces, and the right to freedom of association.

Cambodia’s garment and footwear industry (to which we refer in this report as the textile sector)
employs over 750,000 workers (most of whom are women). While this sector contributes over 30%
of the gross domestic product (GDP) and 80% of the country's export earnings,’ the right to living
wages for workers in the textile sector is not assured. Despite the best efforts of local trade unions
to secure better wages, the outcome of the 2022 minimum wage negotiations for Cambodian
textile sector workers was disappointing. Regretfully, the percentage increase in wages has been
on a downward trend in recent years, with 2020 recording the lowest increase at 4.4%. By contrast,
the highest percentual wage increase since 1997 was seen in 2013 at 31%.3 This is a pressing
situation given the fact that Cambodia was still recovering from the blow caused by the COVID
pandemic on its garment industry when a cost-of-living crisis began, caused by the spiking oil
prices and worldwide inflation.* Cambodian textile workers make long working weeks of at least
48 hours. In the busy months, workers do overwork of up to ten hours a day. Even working long
shifts, these workers must shoulder severe financial burdens.®

Against this background, CNV Internationaal implemented a digital monitoring tool in the
Cambodian textile sector in 2022 in collaboration with its trade union partners in Cambodia. In this
context, a comprehensive pilot survey was deployed amongst Cambodian garment and footwear
sector workers using KoBoToolbox, a digital platform for field data collection in challenging
environments.® The purpose was to collect responses from hundreds of workers in Cambodia.
This information will inform the advocacy activities of Cambodian unions in the context of the
annual minimum wage negotiations in tripartite negotiations.

The International Labour Organization (ILO) recommends that minimum wages be set to ensure
workers can meet their basic needs and live with dignity while considering broader economic and
social considerations.” In this context, the ILO also recommends that minimum wage negotiations
should be based on criteria including the needs of workers and their families, the general level of
ages in the country, the cost of living, social security benefits, the relative living standards of other
social groups, and other economic factors such as the level of development and productivity.? In
line with these recommendations, Cambodia’s National Council for Minimum Wages (NCMW, a
tripartite body comprised of 51 regular members, of which 17 represent employers, unions, and the
government, all with equal representation) conducts scientific research, facilitates discussions
among stakeholders, and makes recommendations to the Ministry of Labour and Vocational
Training on minimum wage and benefits.’
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This report presents the findings of the digital survey of Cambodian textile sector workers that
took place in 2022. The focus is on wages and working conditions that have a bearing on living
wages, such as working hours, type of work contract, and in-kind payments. This report aims to
inform CNV Internationaal’s trade union partners in Cambodia in their minimum wage negotiations
and other dialogue at national level. The report is divided into three sections. The first one presents
the general characteristics of the surveyed workers. The second section presents the results
pertaining to living wages. Lastly, the third section presents key takeaways. Additionally, a
methodological note is provided at the end of the report.
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This section presents the demographic characteristics of the surveyed Cambodian textile
sector workers.

According to the International Labour Organization, the textile sector workforce in Cambodia is
young and shows high levels of literacy, and a strong female presence.™ In line with this, the
majority of surveyed workers identified as women (Table 1), and were younger than 44 years of
age (Figure 1). Moreover, at least 62% of survey respondents had completed secondary education,
while 39% had completed primary education.

Sub-sector Number of survey respondents
Men Women Total
Garment 181 282 463
Footwear 14 19 33
Travel goods 3 3
195 304 499

Question: What is your gender? What sector are you working in?

Between 18 and 25 56
Between 26 and 34 219
Between 35 and 44 210
Between 45 and 59 12

60 or more years

Question: How old are you?

Seventy-one percent of the surveyed workers conducted production activities (e.g., sewing, quality
control, ironing, packing, overlocking, fray trimming, or collar label stitching), while 20% were
employed in managerial positions (e.g., general manager, group leader, department leader, or
assistant), 2% conducted administrative tasks (e.g., human resources), and 7% conducted other
tasks (e.g., maintenance and engineering). While the production and administration positions were
filled mostly by women, men dominated the managerial jobs (Figure 2). Moreover, almost 30% of
the surveyed workers reported having been employed at the company for 5-9 years, while 25% had
worked there for less than a year (Figure 3).
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Figure 2 Position of surveyed workers within the factory, disaggregated by gender

100%
80%
60%
40%
20%

0%
Assistant Department General Group leader Human Production Other
leader Manager Resource

® Female ® Male

Question: What position do you have in the factory?

Figure 3 Length of employment at the factory

Question: How long have you been working at the factory?

With regard to the family status of surveyed workers, this study found that 56% had dependants (of
which 14% were widowed or single), while 25% were married without dependants and 19% were
single or widowed without dependants. This study found that most single-parent households were
headed by women (Figure 4). These findings contradict ILO statistics, which estimate that, in
Cambodia, households headed by male textile sector workers is almost equal to the number of
households headed by female workers."

Figure 4 Family status of surveyed workers, disaggregated by gender
100%
80%
60%
40%
20%
0%
Single or widow/widower  Single or widow/widower Married Married with dependents

with dependents

U Female H Male

Question: What is your family status?
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This section presents the state of living wages in the Cambodian textile sector, analysing
factors that have a bearing on living wages.

Throughout this report, we provide median values because they reflect a more realistic middle
value in a set of data as they are much less affected by outliers than average values. For example,
the average basic salary per month reported by surveyed workers in 2022 is USS 209. By contrast,
the median monthly basic salary is USS 195. This means that half of the workers earn less than
USS 195 per month, and the other half earn more than USS 195 per month.

From the wage ladder depicted here (Figure 5), the median basic wage is slightly above the
national minimum wage for Cambodia in 2022, which was US$ 192. Moreover, both mean and
average wages are below the living wage benchmark for Cambodia set by the Global Living Wage
Coalition (GLWC). The average wage is also lower than the family wage threshold (USS 231 per
month) estimated using the World Bank’s low-income country (LMIC) Poverty Line Wage (see Box

1).

National Urban Poverty Line Wage 168
National Minimum Wage (Garment sector) 192
Median Basic Wage (surveyed workers) 195
Average Basic Wage (surveyed workers) 209
GLWC Living Wage 231
World Bank LMIC Poverty Line Wage 263
- 50 100 150 200 250 300

USS per month

Source: World Bank (2022, September 14), “Fact Sheet: An Adjustment to Global Poverty Lines”, online:
https://www.worldbank.org/en/news/factsheet/2022/05/02/fact-sheet-an-adjustment-to-global-poverty-lines; Sivutha, N. (2021,
November 18), “Planning ministry revises poverty line figures”, online: https://www.phnompenhpost.com/national/planning-ministry-
revises-poverty-line-figures; Medina, A. F. (2022, October 3), “Cambodia Increases Minimum Wage for Textile and Garment Sectors for
2023", online: https://www.aseanbriefing.com/news/cambodia-increases-minimum-wage-for-textile-and-garment-sectors-for-2023/;
Global Living Wage Coalition (2022, October 24), Anker Reference Value Update Urban Cambodia 2022. All sources were viewed in
February 2023.
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This wage ladder highlights the living wage gap in the textile sector in Cambodia. The estimation of
family wage from the different poverty indicators is based on assumptions of family size and monthly
working days. Following the OECD equivalence scale in which each child counts as 0.5 units, a household
is assumed to equal three consumption units: two adults and two children. This assumed household size
is consistent with the average urban household size in Cambodia. The total number of working days is
assumed to be 24 per month, based on the statutory 48-hour work week. The measures of individual
poverty are multiplied by the number of consumption units in a household and the number of working
days in a month to arrive at the monthly threshold, below which a household would be considered poor.
Poverty indicators defined in local currency are converted to dollars using the exchange rate USS 1 = KHR
4,092.10, which is the average exchange rate from May 2022 to July 2022.

The World Bank Poverty Line, used for low or middle-income countries (LMIC) such as Cambodia, is
defined at USS$ 3.65 per person per day. The Cambodian rural and urban poverty lines are KHR 8,908 (US$
2.17) and KHR 9,571 (USS 2.33) per person per day, respectively. The national minimum wage for textile
sector workers was USS 192 per months up until September 2022, when it increased to US$ 200 per
month following the minimum wage negotiations of that year.

Source: OECD (n.d.), What Are Equivalence Scales?, p. 1; Dawani, K., Prates, |., Anker, R., and Anker, M. (2022), Anker Living Wage
Reference Value Urban Cambodia 2021, p. 6; Global Living Wage Coalition (2022, October 24), Anker Reference Value Update Urban
Cambodia 2022; World Bank (2022, September 14), “Fact Sheet: An Adjustment to Global Poverty Lines”, online:
https://www.worldbank.org/en/news/factsheet/2022/05/02/fact-sheet-an-adjustment-to-global-poverty-lines; Sivutha, N. (2021,
November 18), “Planning ministry revises poverty line figures”, online: https://www.phnompenhpost.com/national/planning-ministry-
revises-poverty-line-figures; Medina, A. F. (2022, October 3), “Cambodia Increases Minimum Wage for Textile and Garment Sectors for
2023”, online: https://www.aseanbriefing.com/news/cambodia-increases-minimum-wage-for-textile-and-garment-sectors-for-2023/; .
All sources viewed in February 2023.

This study found that while none of the surveyed workers earned a net salary below the 2022
statutory minimum of USS 192 per month, still over 63% of them earned less than USS 200
monthly (Figure 6). Disaggregated by gender, over 60% of the workers in the lowest income
brackets (USS 192-200 and USS$ 201-225) were women. By contrast, over 70% of workers earning
between USS 251-300 and 60% of the workers earning more than USS 300 were men. Likewise,
over 70% of the surveyed workers who were single or widowed with dependants received a basic
salary of less than USS 200 monthly (Figure 7).

$300 - 10
$226-5250 19
$251-$300 19
$201-$225 133
$192-%200 318

Less than $ 192

Question: Please specify your income per category (per month). Basic salary in Dollar (net)
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Single or widow/widower ]

Single or widow/widower with dependents [
Married with dependents | .

Married ||

0% 10% 20% 30% 40% 50% 60% 70% 80% 90% 100%

$192-5200 mS$201-S5225 mS$226-5250 mWS251-5300 mS300-

Question: Please specify your income per category (per month). Basic salary in Dollar (net)

As in other sectors worldwide, Cambodian textile sector workers can earn a wage above the basic
salary when they work overtime or when they receive bonuses, allowances, and other premiums.
However, almost 25% of the surveyed workers reported never being paid for overtime work and
another 25% reported being paid ‘sometimes’. The surveyed workers who indicated being paid for
overtime work (regardless of whether they were paid always or sometimes) received, on average,
USS 30.17 per month, with USS 1 being the lowest overtime monthly pay and USS 542 the highest.
Other bonuses and allowances reported by the surveyed workers are shown in Table 2.

Performance Overtime Skilled Travel Food Other
bonus bonus labour bonus | allowance allowance
for overtime

Percentage of
surveyed workers

. 85 82 46 99 79 37
paid bonuses and
allowances
Lowest 1 1 1 4 1 1
Highest 350 542 350 25 300 500
Median (Average) 10(30.85) 30(30.17) 10(24.22) 7(8.48) 10 (15.07) 12 (49.43)

Question: Please specify your income per category (per month).

Adding bonuses and allowances, the surveyed workers earn a median total income of USS 271 per
month. This salary is above the statutory minimum for Cambodia both in 2022 and 2023, the
GLWC, and the World Bank LMICs Poverty Line Wage (see Figure 5). Broken down by income
brackets, 37% of the surveyed workers earn a between USS 251 and USS 300 per month, and 32%
earn more than USS 300 per month. Disaggregated by gender, the lowest total income bracket
(USS 192-200) is made up completely by female workers. At the same time, 51% of the workers
who earn more than USS 300 per month are women (0).
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100%
60%

40%

20%

0%
$192 - $200 $201 - $225 $226 - $250 $251 - $300 $300 -

Female W Male

Question: Calculation total income per month (includes basic salary, overtime, any bonuses, and allowance)

The surveyed workers were asked about their level of satisfaction with their current salary. Forty-
seven percent of them were dissatisfied, and 8% were very dissatisfied. By contrast, less than 9%
were satisfied or very satisfied. The rest were neither satisfied nor dissatisfied. The level of
dissatisfaction could be explained by the high costs of living of surveyed workers fuelled by an
inflation of 5% in 2022,'2 and the resulting incapability of most workers to save money for
unexpected events (Figure 9). In this context, 58% of the workers reported needing at least USS
251 to cover their basic expenses (Figure 10). To reach this amount, the median basic wage would
need to be increased by 28%.

41-50 dollar per month
31-40 dollar per month
21-30 dollar per month
11-20 dollar per month

1-10 dollar per month

0 dollar per month

0 50 100 150 200 250 300 350

Question: Monthly Savings for unexpected events (US dollars per month)
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More than $ 400
More than $ 300
$351-$ 400
$301-$ 350
$251-$ 300
$234-$250
$226-$ 233
$201-$ 225
$192-$ 200

Less than S 192

50 100 150 200 250

o

B Amount needed to cover living expenses sustainably B Minimum necessary to cover basic expenses

Question: What would be the amount that will allow you to cover your living expenses sustainably? What is the minimum necessary
amount that you need to cover your basic expenses per month?

With their incapability to earn the minimum required to cover their living expenses, it is not
surprising that 74% of the surveyed workers are currently borrowing money from a bank or another
financial service to be able to cover their households’ expenses. Accordingly, workers in the lower
income brackets more often reported borrowing money to cover their costs of living (Figure 11).
From the surveyed workers who borrowed money, almost 70% borrowed from a bank while 20%
borrowed from a microfinance institution. The rest borrowed from private and other types of
lenders. Moreover, 46% of the workers who borrowed money, did so in order to buy a motorbike or
a bicycle, while 34% borrowed money to undertake home renovations. Other reasons for borrowing
money included re-paying a bank loan (12%), covering medical expenses (7%), and buying food
(7%). These findings point to a dire situation where workers not only cannot save money for
emergencies due to the low wages, but also find themselves having to acquire debt. Debt becomes
a burden when loans are used for essential expenses or when money is borrowed to repay a loan,
the latter constituting a vicious cycle from which it is difficult to get out of without decent wages.

o ]
80% - . -
60%
40%

20%

0%
$192 - $200 $201 - $225 $226 - $250 $251 - $300 $300 -

Borrowing money M Not borrowing money

Question: Are you currently borrowing money from a bank or another financial service to be able to cover your household's expenses?
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Despite reaching a rate of 5%,'3 inflation in Cambodia remained below global inflation (which was
8.8%) in 2022."* Nonetheless, low-income earners remain the most impacted, even when inflation
remains relatively low, as it decreases the purchasing power of workers. In this context, the ILO
acknowledges the role of minimum wages and strong social dialogue, including collective
bargaining, to achieving adequate salary adjustments during crises.’® Against this background, this
study set out to establishing the bearing of Collective Bargaining Agreements (CBAs) and the
minimum wage in a context where CBAs are absent from many factories. It is notable that workers
in the lowest wage brackets were unaware of the existence of a CBA at the factory where they
worked. Moreover, almost 50% of the workers in the highest wage brackets reported the absence
of a CBA in the factory where they worked (Figure 12).

100%
"B
60%

40%

20%

0%
$192 - $200 $201 - $225 $226 - $250 $251 - $300 $300 -

Yes ENo HIdon't know

Question: Is there a current Collective Bargaining Agreement in this company?

This study also aimed to capture how the COVID-19 pandemic had affected the income of
Cambodian garment sector workers. In this context 76% of the surveyed workers reported that the
pandemic had had an effect on the company where they worked. Asked how the pandemic had
affected their income, 52% of the surveyed workers reported earning less than before the COVID-
19 crisis. By contrast, 26% of the workers reported earning more than before the global pandemic.
Twenty-two percent indicated not having been affected by the pandemic. Further, 76% of the
workers reported receiving governmental support from the Cambodian government to make up for
the lost income. In this context, 71% of these workers reported receiving between USS 1-40 per
month. Likewise, 78% of the surveyed workers received compensation from their employers, of
which 91% received between USS 1-30 per month.
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This section presents conclusions derived from the findings presented in the previous
sections and provides recommendations.

This study found that while the median wage of surveyed workers is above the statutory minimum
wage for the Cambodian textile sector, it still falls below the living wage benchmark set by the
Global Living Wage Coalition and the minimum amount that informants indicated is needed to
cover their living expenses. Moreover, the findings of this study reveal that on average, female
workers earn much less than their male counterparts due to occupying lower-paid positions.

Further, this study found that the inability of surveyed workers to save money due to low wages
results in them accumulating debt to pay for essential and non-essential expenses, leading to a
vicious cycle that can only be broken by increasing their wages. Clearly, employers, the Cambodian
government, and trade unions must work together to ensure that workers earn enough to cover
their basic needs and have some financial cushion to deal with unexpected expenses and avoid
acquiring debt.

Lastly, this study found that the COVID-19 pandemic negatively affected the income of most
surveyed workers. While some workers received financial compensation from the government or
their employer, it was much lower than their basic monthly wage. This suggests that the
government and employers should step their efforts towards developing a comprehensive
package of benefits and support measures to respond quickly to future crises, ensuring that all
workers have access to a level of income that allows them to sustain decent living conditions.

To realise and, in the long-term, structurally maintain living wages in the Cambodian textile sector,
it is of utmost importance to further improve the position of trade unions in the minimum wage
negotiation by facilitating them to obtain evidence on existing wages and other working conditions
directly from the workers. Against this background, we recommend CNV Internationaal and its
Cambodian trade union partners CLC and C.CAWDU to step up their efforts by involving other
unions in the data collection and capture the opinions of workers through periodic surveys that
cover increasingly more factories and a wider variety of workers.

Moreover, we recommend that employers and the Cambodian government support these trade
union efforts to collect evidence and promote bipartite and tripartite social dialogue in the garment
sector. Realising living wages is not only the responsibility of national governments and
employers. With the Human Rights Due Diligence laws coming into force in Europe, it is also
becoming the responsibility of brands to help realise living wages in their supply chains.
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We recommend that garment brands look at low wages holistically, involve unions in verifying
living wage gaps in their supply chains and invest in and support improving social dialogue at the
workplace, sectoral level and nationally. Brands can support higher wages and better working
conditions by improving their purchasing practices and paying better prices to suppliers. We
recommend that brands make use of the tools and resources available to the textile industry to
achieve living wages, such as the Fair Price Calculation tool developed by Fair Wear Foundation,®
and the Common Framework for Responsible Purchasing Practices.'’
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Study population Direct and outsourced workers, unionised or not, employed in the
Cambodian garment (clothing), footwear (shoes), and travel
goods (bags) sectors

Sampling method Convenience sampling, meaning that the sample was taken from
a readily available group (in this case, workers in the factories
where CNV Internationaal’s Cambodian partner unions were

present).

Type of sample Non-probabilistic, meaning that the sample is not representative
and that there is a high chance of undercoverage bias.

Number of survey respondents 499

Number of factories covered 31

Characteristics of survey instrument Online questionnaire consisting of 65 basic questions and 44
cascading questions. The online questionnaire was administered
using the KoBoToolbox platform, which allowed for the
anonymisation of responses.

Survey period March-April 2022
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