Do Fair Trade Networks Create a Fairer Trading System?

TEN THOUSAND VILLAGES
www.tenthousandviilages.ca

The most venerable fair trade network, Ten Thousand Villages began in 1946 out
of the efforts of the Mennonite Central Committee (MCC).

Max HaveLAAR FOUNDATION
www. maxhavelaar.ch/en/

Max Havelaar is one of the pre-eminent fair trade certification and labelling

authorities, based in Switzerland.

TransFamr CaNaDa
www.transfair.ca

TransFair is actively involved in certifying and Iabe]lmg falr trade products in
Canada. _ :
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In 1995, Craig Kielburger, a 12-year-old Canadian boy, read about the tragic story
of Igbal Masih, a child of the same age who had been murdered in Pakistan. Igbal
had been sold into child labour by his parents at the age of four. This practice was
commorp among many poor Pakistani families who, having accamulated debts to

- landlords and local merchants, were desperate to find a means of paying them off.
" For the next six years, Igbal worked in deplorable and dangerous conditions,

putting in up to 16 hours a day, 6 days a week.
In 1992, Ighal came into contact with activists wcrkmg for the Bonded Labor

: .'leeratlon Front {BLLF), a human" rights organization campaigning against
" bonded child labour. Igbal soon became a spokesperson for the organization,

travelling overseas to tell his story to consumers in Western couatries. He
became a symbol for the movement and was awarded the Reebok Human Rights

" Youth in Action Award and a future scholarship to an American university.

However, in 1995, at the age of 12, whilé visiting relatives in a Pakistani village,

-~ Inbal was murdered, reportedly by those associated with interests in the

Pakistani carpet industry who see the BLLF campaign as a threat. The news of

. Igbal’s story catalyzed Craig Keilburger into action, leading him to form his own
- award-winning Free the Children campaign, aimed at abolishing exploitative
"+ child labour practices throughout the world.

Stories like those of Igbal have focused attention not only on the problem of

~ child labour but also on the role of sweatshops and cheap labour practices in the

development of economies througheout the world. Much of this debate has focused
on the practice of retailing multinationals in industrialized coustries that turn
to low-wage workers in developing countries as a way of procuring cheap goods.
This allows them to maximize profits while undercutting the prices of competitors.
The term “sweatshop” is often associated with the garment industry, where
companies seek to boost profits by prohibiting collective bargaining and paying
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In Praise of Cheap Labor
PAUL KRUGMARN

For many years a huge Manila garbage dump known as Smokey Mountain was a

favorite media symbol of Third World poverty. Several thousand men, worgen,

and children lived on that dump—enduring the stench, the flies, and the toxic
waste in order to make a living combing the garbage for scrap metal and other
recyclables. And they lived there voluntarily, because the $10 Or 50 a squatfer
family could clear in a day was better than the alternatives,

The squatters are gone now, forcibly removed by Philippine police last year as
a cosmetic move in advance of a Pacific Rim summit. But I found nryself thinking
about Smokey Mountain recently, after reading my latest batch of hate mail.

The occasion was an op-ed piece I had written for the New York Times, in
which 1 had pointed out that while wages and working conditions in the new
export industries of the Third World are appalling, they are a big improvement
over the "previous, less visible rural poverty.” I guess I should have expected that
this comment would generate letters along the lines.of; “Well, if yoir lose your
comfortable position as an American professor you caii always find another job--
as long as you are 12 years old and willing to work for 40 cents an‘hour,”

Such moral outrage is common among the opponents of globalization—of the
transfer of technology and capital from high-wage to low-wage countries. and

the resulting growth of labor-intensive Thitd World: exports. These critics take

it as a given that anyone with a good word for this process is naive or corrupt
and, in either case, a de facto agent of global capital in its oppression of workers
here and abroad. R SR

But matters are not that simple, and the moral lines are not that clear. In fact,
let me make a counter-accusation; The lofty moral tone of the opponerts of glob-
alization is possible only because they have chosen riot to think theit position

through. While fat-cat capitalists might henefit from glqbali:zaﬁ_('m’,:f_t'lief biggest.

beneficiaries are, yes, Third World workers.

After all, global poverty is not so'me'thi"ng"_rece'riﬂy"iﬁvchted_'fdt_ﬂié-'b_r_i_é_ﬁi_b_f}
multinational corporations; Let’s turn the clock back to-the Third World as it was = -
only two decades ago {and still is; in mary counries). In those days although =~
the rapid economic growth of a handful of small Asian. natichs had ‘started to
attract attention, developing: countries. like Indonesia or Bangladesh were still -
mainly what they had always been: exporters of raw materials, importers of
manufactures, Inefﬁcient'manufactuﬁng sectors served their 'ddmés'ﬁc"hiarl{été',:'_ o
sheltered behind import quotas, but generated few jobs. Meanwhile, population -
pressure pushed desperate peasants into cultivating ever more marginal land or

seeking a livelihood in any way possible—such as homesteading on a mountain
of garbage.
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" ¢ager. to live on garbage dumps. [Smolt(;y Mo
‘Philippine: i id not share in the expo
" Philippines, until recently, did not .

 Jobs that pay better than scavenging are still few and far between.)
' The benefits of export-led economic growth to_
- industrializing economies are not a matter of conjecture.
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Given this lack of other opportunities, you could hire workers in ilafartioowr
Manila for a pittance. But in the mid-"70s, cheap labor was not enough 1o a o
a developing country to compete in world markets for manufactured f?d}? .Cael
( d nations—their infrastructure and techml
entrenched advantages of advance : ire. teal
: i i rkets and their proximity to supp
know-how, the vastly larger size of their ma ity 1o suppliers
i iti ility and the subtle-but-crucial soci p
key components, their political stabi ' :
?zfti:gs tha? are necessary to operate an efficient economy—seenied to outweigh
' i ity i tes.
tenfold or twentyfold disparity 1n wage ra . !
eV;:;g tfmn something changed. Some combination of factors th_at we ﬁml dogi;(f .
j i i d telecommunications, cheaper air.
llv understand—lower tariff barriers, 1mprove_ ) i |
1t::’lauifspm't—redw:ed the disadvantages of producing in developmg cou;gne:. [.(2?12;
things being the same, it is still better to produce in t%ae First Wor d—bs 0;1 s
companies that moved production to Mexico or East A:%la, then moved bac g
experiencing the disadvantages of the Third Worlduenwgo;lme?t, fi};‘; c;zz:;r; i
i i owed deveiopl -
tantial mumber of industries, low wages a / es to
grzzﬁsinto world markets. And so countries that had prev.lously made a living - - :
selling jute or coffee started producing shirts and speak.ers mstegd. itie and
Workers in those shirt and sneaker factories are, mev1tab1y., p&ld"vsry 1Se e
i i ditions. I say “inevitably  becau
cted to endure terrible working con ‘ , . e
Zﬁ)peloyﬁs-are not in business for their {or their V;O;ker:h} he;llgl,ot;;grtﬂ::gﬁzz -
0581 ] ini is determined by the o ies
ittle as possible, and that minimum 18 ; Tty .
;lvailablepto- workers. And these are still extremely poor gountnes, where hvmg on =
a garbage heap is attractive compared with thelalternatwes. : here has he:e_n _
And yet, wherever the new export industries have growln, t; nere pas be "
¥ i i f ordinary people, Partly this is be
measurable improvement in the lives o : partly T 8 D gt
ing 1 ffer a somewhat higher wage than
B e orie fo gt importantly, however, the growth
in order to get them to move. More imp Y,
o e matactunt andg of the penumbra of other jobs that the new e)q}or}t1 se]ctofi
creates—has a ripple effect throughout the economy. The pressure l;:m tdedelxélrs
becomes less intenise, so-rural wages rise; the pool of unemployed urban dw

. . P
always anxious for work shrinks, so factories start to compete with each other for

workers, and urban wages also begin to rise. Where the process has gon; 0;11 ;J?grgl
enough,—say in South Korea or Taiwan—average wages start to approacn w

. g

rt-led growth of its neighbors.

of manufacturing—

the mass of people in the newly
A country Jike Indonesia
easured in terms of how much the average
ntake has risen from less than 2,100
-third of young children are

" is'sitill 'so poor that progress can be m 15U
person gets to eat; since 1970, per capita 1 ‘
to more than 2,800 calories a day. A shocking one
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sfiect=-but 10 1974, the Traction was more than half. Similar improve-
it e aeess Hiroughoot e Paciflic Rim, and even in places like Bangladesh.
fgirgvenents have not taken place because well-meaning people in the

it have done auything to help—foreign aid, never large, has lately shrunk to
vitaally nothing, Nor is it the result of the benign policies of national govern-
merds, which are as catlous and corrupt as ever. It is the indirect and unintended

result of the actions of soulless multinationals and rapacious local entrepreneurs, .

whose only concern was to take advantage of the profit opportunities offered by.

cheap labor. It is not an edifying spectacle; but no matter how base the motives -
of those involved, the result has been to move hundreds of millions of people . :

from abject poverty to something still awful but nonetheless significantly better.
Why, then, the outrage of my correspondents? Why does the image of an

Indonesian sewing sneakers for 60 cents an hour evoke 50 much more feeling -
than the image of another Indonesian earning the equivalent of 30 cenis an
hour trying to feed his family on a tiny plot of land—or of a Filipino scave'n'gmg:--'_'

on a garbage heap?

The main answer, 1 think, is a soft of fastidiousness. Unlike the starving sub-
sistence farmer, the women and children in the sneaker factory are working at
slave wages for our benefit—and this makes us feel unclean. And so there are self- .
righteous demands for international labot standards: We should not, the bppon'eﬁ_t_s" :
of globalization insist, be willing to buy those sneakers and shirts unless the people- .

who make them receive decent wages and’ work under decent conditions..
This sounds only fair—but is it? Let’s think through: the consequences, .-

First of all, even if we could assure the workers in Third World éxport industries .
of higher wages and better working conditions, this would ‘do nothing: for the
peasants, day laborers, scavengers, and so on who make up the bulk ‘of these
developing countries’ populations. At best, forci'rig'deVeloping'Ediiritrié’_sftq;adhjt'_fe"'.- :
to our labor standards would create a priviléged labor aristocracy, leaving the.

poor majority no better off, RIERRDIE e R
And it might not even do that. The advantages of established First- World indus-

tries are still formidable. The only reason developing countries have been able to -
compete with those industries is their ability to offer employers cheap labor. Deny -

them that ability, and you might well deny them the prospect of continuing

industrial growth, even reverse the growth that has beéen achiéved. And since:.
export-oriented growth, for all its injustice, has been a huge boon' for the workers . -
in those nations, anything that curtails that growth is very much against their

interests. A policy of good jobs in principle, but no Jjobs in practice, might assuage ' -

our consciences, but it is no favor to its alleged beneficiaries.

You may say that the wretched of the earth should not be forced to serve as
hewers of wood, drawers of water, and sewers of sneakers for the affluent. But is
the alternative? Should they be helped with foreign aid? Maybe—although the his-
torical record of regions like southern Italy suggests that such aid has a tendency

PAUL KRUGMAN In Praise of Cheap Labor

to promote perpetual dependence. Anyway, there isn't the slightfest prospect .of
significant aid materializing. Should their own governments provide more social
justice? Of course—but they won’t, or at least not because we tell them to. And as

.!ozlg as you have no realistic alternative to industrialization based on low wages,

to oppose it means that you are willing to deny desperately poor people the. be;;t
chance they have of progress for the sake of what amounts to an aesth‘etxc
standard—that is, the fact that you don't like the idea of workers being paid a

i i ion items.
ittance to supply rich Westerners with fashion i . .
pltltrimshort mgpcgrrespondents are not entitled to their self-righteousness. They

have no thought the matter through. And when the hopes of hundreds qf mﬂlifms
are at stake, thinking things through is not just good inteliectual practice. Itisa

moral duty.
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Why Economists Are Wrong about
Sweatshops and the Antisweatshop

Movement
JOHN MILLER

The student-led antisweatshop movement that took hold on many college cam-
puses during the late 1990s should have pleased economists, Studying the working
conditions faced by factory workers across the globe offered powerful Iessons
about the workings of the world economy, the dimensions of world poverty, and
most students’ privileged position in that economy. R

On top of that, these students were dedicated not just to explaining sweatshop
conditions, but also to changing them. They wanted desperately to do something

to put a stop to the brutalization and assaults on human dignity suffered by the _
women and men who made their jeans, t-shirts, or sneakers: On many- campuses,
student activism succeeded in pressuring college administrators by demanding -
that clothing bearing their college logo not be made under sweatshop conditions,
and, at best, that it be made by workers earning ‘a living wage (Featherstone and |

United Students Against Sweatshops 2002). -

But most mainstream econotmists. were- not at all pleased; No; they did not =
dispute these tales from the factory. floot; many of which had becn ‘confirmed in’.
the business press (Roberts and Bernstein' 2000} and by interdational agencies.
(ILO 2000}. Rather, mainstream economists nished fo defend the positive role of -
low-wage factory jobs, the very kind we usually call sweatshops,. in ecoriomic -

development and in aileviating poverty. - ool oneei S
What is more, these economists were generally ‘dismissive of the stu
antisweatshop movement, [...] SO ER N

The response of mainstream economists to "the_{anﬁsﬁéaﬁh mo ementwas L
hardly surprising. Economists have a penchant for playing the contrarian, and, for”".
the most part, they oppose interventions into market outcomes, even interveni-

tions into the labor markets of the developing'_W_"_Orf'd;;;ff:_ :
No matter how predictable, their response was ptofoundly:

I prepared to teach my undergraduate seminar, “Sweatshops and the  Global
Economy.” First, the propositions that mairistream economnists rely on to defend
sweatshops are misleading, rooted in an exchange perspective that obscures
sweatshop oppression. Sweatshop oppression is not defined by labor market
exchanges but by the characteristics of a job. Second, policy positions based on these
propositions are equally flawed. Economists’ claim that market-led economic devel-
opment, independent of labor and social movements and government regulation, |

1 disappointing, Although
it contains elements of truth, what economists have to say about sweatshops: nﬁ_ss'e_s-'-_ :
the mark. That was my conclusion after spending summer and fall of 2000 reading -

. " ‘roon, clear violations of
much of what economists and economic journalists had written about sweatshops as

JOHN MIILLEH'.W.HY Ecoromists Are Wrong about Sweatshops

will put an end to sweatshop conditions distorts t_he h?storical record. Einaicly,tthg;
asserfion that demands for better working conditions in the wqud—export actorie
will harm third-wortd workers and frustrate poverty alleviation is glso suspect. i
With that said, the chalienge issued by mainstream economl‘sts to thet anti-
sweatshop movement remains a formidable one. What economists havq? 0 :ﬁjé’
about the sweatshops has considerable power in thf: way .Of persuasion e
influence. [...] Often it is their writings that.are being distilled in what Jguma )
government officials, and the general public have to say about sweatshops.

[.]
JUST ENFORCE THE LAW

What to do about sweatshops? That is not a difficult quest'%on for most mau;sélie;gx)l
economists to answer. Just enforce the law, they say [V\-Telder'lbaur‘n 1999, kﬂ_}ﬂi
And avoid other “institutional interventions” that Imght. impair a mdarm Hled
development that will enhance productivity and thereby raise \w];agfs anth :3 };ﬂ ove
working' conditions {Irwin 2002, 214, Sengenberger 1994, 10). By law, they

" 1ocal labor Iaw, not some labor standard that ill-informefi protesters (0-;t FV;’;‘OL};‘;

\hternational Labor Organization, for that matter_} would 1onse on multin

S tofﬁbfaticihé"and;'tﬂeir subcontractors in developing economics. T
"\ 'No one in the aniisweatshop movement would quarrel with the insi catsho

" the law be obeyed: Tn fact; several U.S. antisweatshop groups define a sw p

that

in legal terms. According (o Feminists Against Sweatshops (2002}, for i;astantc;:é
sweatshop operators are employers who vielate two or more 'labor laws, ro;:a e
prohibition of child labor, to health, safety, fire, and building codes, to forc
overtime and the minimum wage. . ‘

Effective enforcement of local labor law in the devellopm'g world, v‘:'here lal‘)l?;
legislation in many countries—on paper, at least—is quite extensive, ?a(; "
surely help to combat sweatshop abuse as well {Pories 1?94, 163). ‘Fo:i ins e >
Made in China, a report of the National Labor Committee, ‘the lea mi!g Us
based antisweatshop group, found that subcontractors produlcm% gé(;lc?dss :r1 ab.m..

i i i Jiart and Nike, “routinely violate” Chine
corporations, including Wal-Mart and .
}a&:rp In some of these factories, young women work as gong. as sefveng};(;u;; 3
. : id j i deductions for
veek  and-are paid just pennies an hour after pay
ool Satior China’s labor law (Kernaghan 2000). A three—mon‘gh
Pusiness Week  investigation of the Chun S5i Enterprise Handbag Factory

“ southern China, which makes Kathie Lee Gifford handbags sold by Wal-Mart

stores. confirmed that workers there confronted labor practices that included

illegally collected fines, confiscated identity papers, and beatings

Bernstein 2000). o .

But the limitations of this legal prescription fozf curing sweatsl;og abll;\s:
hecome obvious when we go to apply it to countres .w}‘1ere lgcal a t‘or o ,
éven on paper, does not measure up to the most minimal, internationally

{Roberts and
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agr?'cdwupon labor standards. Ta
of Southeast Asia, Indonesia Malaysia
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A DEFENSE OF SWEATSHOPS?

apartments in El Monte, California fo
where some seventy-two illegal Thai im
t'hey sewed clothes for brand-name 1
find themselves locked into walled fa
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JOHN MILLER Why Economists Are Wrong about Sweatshops

Listen to how mainstream economists and their followers make this argument.
In response fo the National Labor Committee’s expos¢ of conditions in the
Honduran factories manufacturing Kathie Lee clothing for Wal-Mart, El Salvadoran
economist Lucy Martinez-Mont assured us that “People choose to work in maquila
shops of their own free will, because those are the best jobs available to them”
(Martinez-Mont 1996, sec. A, p. 14). For economic journalist Nicholas Kristof
(1998), the story of Mrs. Tratiwoon, an Indonesian woman, makes the same point.
She ‘sustains herself and her son by picking through a garbage dump outside of
Jakarta in search of metal scraps to sell. She tells Kristof of her dreams for
her three-year-old son as she works. “She wants him to grow up to work in a
sweatshop.”

Stories such as this one are powerful. The fact that many in the developing
world are worse off than workers in the world-export factories is a point that
ecoriomists supportive of the antisweatshop movement do not deny. For instance,
4 few years back, economist Arthur MacEwan, my colleague at Dolfars & Sense, a

- Ipopilar economics magazine, made much the same point. He observed that in a

ERE p'(_)of-__éouﬁt_ry. like Tndonesia, where women working in agriculture are paid wages
. one-fifth those of women working in manufacturing, sweatshops do not seem to
" have a hard time finding workers (MacEwan 1998). And the Scholars Against
" Sweatshop Labor statement (2001) admits that “Even after allowing for the fre-

‘quent low wages and poor working conditions in these jobs, they are still gener-
“ally superior to ‘informal’ employment in, for example, much of agriculture or

urban street vending.

This is ot meant fo suggest that these exchanges between employers and poor
workers with few alternatives are in reality voluntary or that world-export factory
jobs are not sweatshops or places of exploitation. Rather, as political philosopher
Michael Waltzer argues, these exchanges should be seen as “trades of last resort”
or “desperate” exchanges that need to be protected by labor legislation regulating
such things as limits on .hour's','- a wage floor, and guaranteed health and safety
requirements {Rodrik 1997, 35)

Prevailing Wages and Wotkiz_i’g Conditions

. What mainstréam economists say in defense of sweatshops is limited in other ways
" as well, For instance, an ACIT letter (2000) misstates the argument. The ACIT wiites
- that multinational ‘corporations “commonly pay their workers more on average in
. comparison to the prevailing market wage for similar workers employed elsewhere
" in. the economy.” Biit, as the SASL authors correctly point out, “While this is true,
. " it does niot speak to the situation in which most garments are produced throughout

the world—which is by firms subcontracted by multinational corporations, not the
MNCs themselves.” The ACIT authors implicitly acknowledge as much, for in the
next sentence they write that, “in cases where subcontracting is involved, workers
are generally paid no less than the prevailing market wage.”
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The SASL statement also warns that the ACIT claim that subcontractors pay the
prevailing market wage does not by itself make a persuasive case that the world

export factories we commonly call sweatshops are anything but that. The SASL
authors (2001} emphasize that

the prevailing market wage is frequently extremely low for garment workers
in less developed countries. In addition, the recent university-sponsored
studies as well as an October 2000 report by the International Labor
Organization consistently find that serious workplace abuses and violations

of workers' rights are occurring in the garment industry throtighout the
world. e

The same can be said about other world-export factories. Consider for a minute
the working conditions at the Indonesian factories thaf: produce footwear for
Reebok, the Stoughton, Massachusetts-based internaﬁenal_cOrpdr'aﬁoii"that “goes
to great lengths to portray ifself as a conscientious’ promoter-of human tights in

the Third World" (Zuckoff 1994). Despite its status as a model employer, working "
conditions at factories that make Rechok footwear became the focus of the Boston
Globe 1994 series entitled “Foul Trade” (Zuckoff 11994). The Giobe tells the story

of Yati, a young Indonesian woman in Tangerang, Indonesia. She works
bits of leather and lace for tennis shoes sold as Reeboks: o

Yati sits at a sewing machine, whick is one of sixty in herrow Thereare forty—
six rows on the factory floor. For working sixty-three hours a week, Yati earns
not quite $80 a month—just about the price of a pair of Reéboks. in ‘the United.

States. Her hourly pay is less than 32 cents per hour, which exceeds the minimum -

wage for her region of Indonesia. Yati lives in a nearby ten-hy-twelve-foot shick.

with no furniture. She and her two roommates sleep on the mud and tile floor. - :

A factory like the one Yati works in is typically. owned by an East: Asian
company. For instance, PT Tong Yang Indonesia, a South Koréan-owned factory,
pumped out 400,000 pairs of Reeboks a month in 1993 11} return, Reebok paid its
owner, Tan Chuan Cheng, $10.20 for each pair of shoes and then sold them for
$60 or more in the United States. Most of Tan's payment went to. purchase
materials. Tan told the Globe that wages accounted for as little as $1.40 of the cost
of a pair of shoes (Zuckoff 1994).

A More Effective Response

As I taught my seminar on sweatshops, I seftled on a more effecﬁve_'r_gs'pdhse? to the.
mainstream econiomic argument. It is simply this: Their argurierit is irrelevant for- I
determining if a factory is a sweatshop or if workers are exploited: Sweatshop =

conditions are defined by the characteristics of a job. If workers are denied the right
to organize, suffer unsafe and abusive working conditions, are forced to work over-
time, or are paid less than a living wage, then they work in a sweatshop, regardless
of how they came to take their jobs or if the alternatives they face are worse yet.

' CONFRONTING CRITICS OF THE ANTISWEATSHOP MOVEMENT

"Still; none of the above speaks di
* that imposing “enlightened stap

- Core Labor Standards

" To begin with, as labor econo ;
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2 '.I()Bha'g'wati 1995, 754; Brown 2001, 94; Irwin 2002, 216).

" forced labor, and the right to organize. For ins
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The empirical evidence of the effect of these core labor standards on eco-
nomic development is ambiguous. For instance, the Organization for Economic
Cooperation and Development (OECD) found that countries that strengthen these
core labor standards “can increase economic growth and efficiency” (OECD
2000, 14). International trade economist Jai Mah, on the other hand, found that
ratification of the ILO Conventions on freedom of association and on the right

to nondiscrimination negatively affected the export performance of developing
countries {(Mah 1997, 781). And a study conducted by Dani Rodrik, another -

international trade economist, suggesied that low core labor standards enhanced

a country’s comparative advantage in the production of labor-intensive goods' . -

but deterred rather than attracted direct foreign investment (Rodrik 1996, 59). -

The Living Wage

Nevertheless, almost all mainstream economists draw the line at labor codes" N
designed to boost wages as opposed to leaving the determination of wages to labor"' :
market outcomes, That surely goes for labor codes that call for the payment of a
living wage, usually defined as a wage adequate to lift a worker and two depen=-+"
dents out of poverty. The "ACIT worries that if multinational corporations are
persuaded to increase their wages (and those of their subcontractors) “in response: -
to what the on-going studies by the anti-sweaishop movement may conclude are”
appropriate wage levels, the' net result would: be shifts in employments that will -

worsen the collective welfare of the very workers who are supposed to be helped.”
(2001}, And ACIT leader Bhagwati' dismisses the call for mulﬁnationals and their
subcontractors to pay a living wage as so much frst-world protectionism cloaked

in the language of “social responsibility” (Bhagwati: 2000, 11).. As he sees it, -

students’ demand that a “living wage” be paid ih'd"e_ve!_bpi__ng countries would dull
the one competitive advantage enjoyed by these countries, cheap labor. '

But, in practice, would a labor standard demanding; that' multinational Ebfp'd_—

rations and their subcontractors boost their wages beyond the local ‘minitium

silent, as journalists Featherstone and-H'ehW(')dd"pb:int_' out (2001a)

wage and toward a living wage be a jobs kille_r_?_._O_ﬁ-i'thatfjioi'nt:.t}"i_e:ACI_T-__I_e’ﬁér_f_sf; s

These cconomists may be short on evidence abotit the effects of highet wages on .

the derand for labor by multinational corporations: and their subcontractors; but

they are long on authority. Their proposition is as simple as this: “Either you
believe labor demand curves are downward $loping, or you'don't,” as a neoclassical -
colleague said to me. Of course, not to believe that demand curves are negatively -

stoped would be tantamount to declaring yourself an économic illiterate,

Still, we can ask just how responsive dre the hiring decisions of multinational
corporations and their subcontractors to higher wages. There is real reason to
believe that the right answer is, not very responsive.

Economists Robert Pollin, James Heintz, and Justine Burns recently looked more
closely at this question (Pollin et al. 2001). They examined the impact that a

improving the guality of jobs in the world export factories {by boosting wages:):-w.

. Bven if this counterexample is not convincing, it is i'mp(?rtant to reca!{ L.hflt

- demand ciirve that defines the responsiveness of multinational corpor_au.(;_gl\._:

- their subcontractors to wage increases for factory workers is a theoretica de

digwn: while 'hol_'diﬁgﬂfhﬁr-' economic _circum.stances constant, mclugingipl-
* policy. In reality, those circumstances are neither fixed nor unalterable. i

. Bvans (2002), “is almost the definition of economic development-making &

. the demand for the commodities that workers produce.

: " Historical Change and Social Improvement

i o Alabor codethat 'ré'q'u"ireé multinational corporations gnd their .spbconffraf_
-'pziy'-:'a' "liV'r‘u':'lg Wage; provide safe and healthy working conditions, anc &
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100 percent increase in the pay for apparel workgs in Mexico and in the U'nlt,:lt'd

States would have on costs relative to the retail price thgse garments sell for mﬁ t \ltz

United States. Their preliminary findings are that df)ubhng the pay 01;‘ nonsu?c'l‘_l\; ,[.

sory workers would add just 50 cents to the production costs of a men’s caﬁs\uzctl s: 1!‘
sold for $32 in the United States, or just 1.6 percent of t.he retail price. rlt cvt‘ll
if the wage increase were passed on to consumers, which seems hkely” ')@C:c:; §e.
retailers in the U.S. garment industry enjoy substantial market power, Pollin .@.1
argue that the increase in price is well within the ameunt that recent surve)‘/'s 5
gest 1.S. consumers are willing to pay to purchase‘ goods produc!ed unde:; g.c.;r § okt
working conditions as opposed to sweatshop conditions. {See Elliot :‘md rfm!_
[2000] for a detailed discussion of survey results.) Mpre generally, using atﬁ{atlri
of forty-five countries over the period 1992-97, Pollin et al. found n.o s;a. 1,8- ._L_
significant relationship between real wages and Fmployment groth 1?n t] t’:i dpp i
industry. Their results suggest that the mainstream economists’ clainy “tH

reduce thié number of jobs is not evident in the data {Pollin et al. 2001).

to cournteract any negative effect that higher wages rr%ight ha\{e on emdpll‘oymm
the SASL statement calls for the adoption of new polices, which include

nieasmre's' fo expand the overall number of relatively higl_tl qualiFy Jol_i)‘s; -‘l-_"e'
from excessive foreign debt payments; raising worker job s:%tlsfacu.on. o
producti'\'rity' and the quality of goodsﬁ they produce; and improving |

capacity to bring final products to retail markets. (SASL 2001)

“Shifﬁﬁg"thé3:'déménd'ciir&e for labor outward,” says economic sociologlst’

mote valuable relative to the commodities they ne‘e.d to live.” Thi§ :‘h[glﬁrf
-'apﬁfbacﬁ_tO'de\'idoi}ment,_ adds Tvans, has the additional benefit of dugmgkjl

* wotkers to organize would be likely to have yet more profggnd eﬂ’eci_;s (Im s
developing economies. On this point, the antisweatshop activists apd tht% l-E :
agree. What they disagree about is whether these broader effects w1f| })B .d. '1;:,'
hindrance to economic development and an improved standard of living 11
developing world (Freeman 1992).
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Mulostienm critics ar w
: 5 dargue that labor cod i
| I crities argue th es are likely to h i
:f:q :s lli:ljh::{ vlfects. The institutionalization of these laborystandaliivsepr ldesp;e;)ld
| S they argue, would derail a m - Wit 2005,
20 Semenpenns 1960, 100 arket-led development process (Trwin 2002,
As they see | i ive —
5 they see it, labor-intensive sweatshops are good starter Jjobs—the very job
jobs

3 v p p - p

that enhanced productivi
ity, not through i : .
movement (Krugman 1994, 116), B the interventions of an antisweatshop

S
lh 5¢€ cononnu 'S D“IEH use th.e ASlan E‘COHOI’H!ES a3

"

Japan, whi
pan, which moved from poverty to wealth early in the twentieth century, and

the tiger economies—So
—south Korea, Hong Kon i
re . . , g, Singapore, and Tajwan—which
ﬁm‘f;’ﬂr zféléiiy ;{I;Ihe second half of the century to become middle ink:%:rﬁ??ﬁ Whlch
Krugman (1,997Jg$i,§vigt9htt§?gm? 1997; Lim 1990; Weideﬁbauﬁx"1'9'9'91#1}223’::
me tigers relied on foteign plant. swriers. (65 -
. 1 plant: owners. (elg.;

Si :
ingapore} while others shunned them (e.g., South Korea): Nonctheless “he. main:

tain i
s that their first stage of development had one constant: “It's always sweat-"

stiops” (Meyerson 1997),
For anyone who doubts that led development that besins with a ceectich -
market-led development that begins with a swer ichor
. : : e levelopment that heging ' i
gerssoengi(zuces lfnte_rgeneraponal' progress, Murray Weideﬁbéugn [1‘;;3 a;;x&;_tsligp
Deonal rc:g oﬂi\'/hjton Friedman, the Nobel Prize-winning economist. “If hi: ar
e havew Ingdto work so Iong_ and hard under: sweatshop contiitions fha Y
eamned the money t(_) Invest in. his education,” writes W‘eidenl;augay

improved working conditions, Se : - febsherts ._ .
- decond,; in the developed ol tha sty
hase : . eve oped__ Wor!d}._the_: : :
growthvgsmgf; gxtlflgulshed by market-led’ forces alone " but when Sgifgthp’-
ed with the very kind of social action, or eﬁligh{én'e'd'fi'couecfig;f:-. g

choice, that defenders of sweatshops find objectionable

Even ize-winni . : S
Nobel Prize-winning economist Simon Kuznets, whose work did 'rnuc'h."t(:j.'. '

inspire ists’ faith i
ine}éuaﬁfg:ronvsg:fgs ﬁiaéth thm the’ moderating effects of capitalist development on
oo q,uesﬁonabl p e mamstream. economists’ story of market-led social
progress qu ble. ‘uzr‘let‘s Pased his famous hypothesis—that after Initiall
&, inequality will diminish with capitalist economic deve]opmentwrlllloltaog
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In democratic societies the growing political power of the urban lower-
income groups led to a variety of protective and supporting legislation,
much of it aimed to counteract the worst effects of rapid industrialization
and urbanization and to support the claims of the broad masses for more
adequate shares of the growing income of the country. (1955, 17)

The labor codes called for by the antisweatshop movement would seem to be an
example of the “protective and supporting legislation” that Kuznets says is key to

spreading the benefits of economic growth more widely.
To be sure, labor standards in the absence of economic growth will be hard put

to make workers better off, Economist Ajit Singh and Ann Zammit of the South
Centre, an intergovernmental organization dedicated to promoting cooperation
among developing countries, make exactly this peint in their article opposing
compulsory labor standards (Singh and Zammit 2000, 37). As they note, over the
last few decades, wages in rapidly growing South Korea increased much more

. quickly than those in slowly growing India, even though India kad much better
" abér standards in the 1950s than South Korea did.
TRRRN | '

- Finally, no matter how mistaken these mainstream economists might be about
pow societies have rid themselves of sweatshops, they are perhaps right that past
economic developments have gone through a sweatshop stage. On that score,
I would reply exactly as one well-known economist did to a 1997 New York Times

article that made the same point. His letter read this way:

Your June 22 Week in Review article on sweatshops quotes some prominent
economists to the effect that sweatshops, which they confuse with "low-
wage factories,” are “an essential first step toward modern prosperity in
developing countries.™ Sweatshops indeed existed in 19th-century Britain
during early industrialization, leading to a burst of social legislation to rid
- the. country. of these ills: But nothing requires us to go that route again.
' Nations should join nongovernmental groups like the International Labor
‘Organization to rid-the world' of sweatshops. In addition, we can require
' tionals to apply our own labor, safety and environmental standards
& hey manufacture abroad. In Rome, they must do not as Romans do
“but as'we do. Their example would spread.
the -author is' none other than Jagdish Bhagwati {1997).  would

-multinatio

- Surprising

“ only 'ad"df:"'(b.'-BhagWaﬁ's.powe’rﬁﬂ pre-ACIT letter that the student-led antisweat-

*'shop movement has increased the likelihood that future economic developments

might avoid the sweatshop stage. Unlike earlier periods, when labor standards
were imposed in response to the demands of labor organizations and an urban
population of the developing world alone, first-world consumers today are also
pushing multinational corporations to improve the working conditions in the
factories of their subcontractors (Brunett and Mahon 2001, 70).
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Fastidiousness or Commodity Fetishism?

Mainstream economists have one last probing question for antisweatshop
activists: Why factory workers?

Krugman (1997) asks the question in a most pointed way: “Why does the image
of an Indonesian sewing sneakers for 60 cents an hour evoke 50 much more
feeling than the image of another Indonesian earning the equivalent of 30 cents
an hour trying to feed his family an a tiny plot of land, or of a Filipino scavenging
on a garbage heap?”

It is a good quesfion. There are plenty of poor people in the world. Some 1.2 billion
people, about one-fifth of the world population, had to make do on less than U, $1
a day in 1998 (Warld Bank 2001}. The world's poor are disproportionately located in
rural areas. Most scratch out their livelihood from subsistence agriculture or by plying
petty trades, while others on the edge of urban centers work in the informal sector as
street-hawkers or the like (Todaro 2000, 151). In addition, if sweat is the i'ss_ue, Jjour-
nalist Kristof (1998) assures us that “this kind of work, hoeing the field br_:_‘)\_rork'ing in
paddies, often involves more perspiration than factory work." - e

So why has the plight of these rural workers, who are often poorer and sweat
more than workers in the world-export factories, not- inspired’ a first-world
movement dedicated to their betterment? R R R RTERT

“Fastidiousness” is Krugman's answer. “Unlike the' starving sﬂbSiSte’nc’e farmer,”
says Krugman, “the women and childrén in the sneaker factory are working at
slave wages for our benefit—and this makes us feel unclean. And so there are self-
righteous demands for infernational labor standards” {(1997; emphasis in the
original). e T, o

Ironically, Krugman’s answer is not so different from the one Marx would have
given to the question. Marx’s answer would be commodity fetishism’ or that
commodities become the bearers of social refations in a capitalist economy (Marx
1967). Purchasing commodities brings s in contact with the lives of the. factory

workers who manufacture them. Buyirg: Jeans, t-shirts, _r'i"s'riéakgr's_:'f_zi_la_de_':iI_r Los-
Angeles, Bangkok, or Jakarta, or the export zones of southern China and Latin

America, connected students in my seminar to the women' and men who work

long hours in unhealthy and dangerous conditions for little pay inthe apparel and
athletic footwear industries. And it was the lives of: those: workers that my most:
political students sought to improve ' through: their antisweatshop activism. -

Beyond that, as consumers and citizens they. are empowered to change the
employment practices of U.S. corporations and fheir subcontractors.

Krugman's complaint is no reason to dismiss the concerns of the antisweatshop
movement, Historically, the organization of factory workers has been one of the
most powerful forces for changing politics in the democratic direction that
Kuznets outlines. Krugman’s complaint does, however, suggest that the plight of
sweatshop workers needs to be seen in the context of pervasive world poverty and
the gaping inequalities of the global economy.

JOHN MILLER Why Economists Are Wrong about Sweatshops

The global economy, to the extent that we live in a truly unified marketpla::e,
connects us not just with sweatshop workers, but with oppressed workerstmétm;ie
; intt t these conpeclions to my students,

the facto ates as well. By pointing ou
;hlfo ed tzydgmonstrate the need to build a moven_:ent that would demand more
for I:\.'orking people across the multiple dimensions of t.he world economy.
Camipaigns to improve conditions in the world-export factories should, of course,

* be part of that movement. But that movement must also tackle the often worse

conditions of low-wage agricultural workers, poor I:‘armersc,) Ttree;nl veg)dr?;is,
fiesti i kers, and prostitutes. Only when -
dormestic servants, small-shop textile wor S, : W -
i i ight economists be able to say
tions for both groups of workers improve might :
elstly as something other than a Faustian bargain, that more world factory jobs

are good news for the world’s poor,
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POSTSCRIPT .

As John Milter mentions in his article, a number of fairly active transnational
advocacy networks have organized around the issues of child labour and sweat-
shops. These campaigns are essentially a subset of a larger network of advocacy
groups focusing on issues of corporate accountability. The strategies of these groups
vary, ranging from efforts to tighten international labour standards and- pres-
suring multinational corporations to voluntarily adopt codes of conduct for their
operations in developing countries, to more aggressive public awareness cam-
paigns aimed at organizing boycotts of products believed to be produced under
sweatshop conditions. SR
While such campaigns have certainly raised awareness of these issues, some
analysts have asked whether the results have always been beneficial: As the pre-
vious debate illustrates, the issues surrounding sweatshops ‘are ‘complex and
cause-and-effect relationships are not always clear cut; Stories that may work.

great for grabbing public attention and sympathy may not _'neééss_éfj_ly-fac:c_u_rétely_ :
reflect the economic and social dynamiics’ of what: is taking place. Some -

rescarchers have even suggested that boycott campaigns. frequently  lead to
detrimental results such as situations where child labourers. thrown out of work
due to a boycott campaign are forced to turn to more dangerotis’ forms. of work
or prostitution in order to earn income for their families, This has led some to sug-
gest the need for NGOs to take the issue of research on 'such issues much more
seriously and to invest in building up their reseirch capacity. For a discussion of

these issues as they relate specifically to child labour and sWe:'_itshdps, see Caroline .
Harper, “Do the Facts Matter? NGOs, Research, and International Advocacy,” in
Michael Edwards and John Gaventa, eds., Global Citizen' Action’ (Boulder: Lynne -

Rienner, 2001). :
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Web Resources
BEHWD THE LABEL
www.behindthelabel.org

This site contains news items regarding various international anti-sweatshop
campaigns.

SCHOLARS AGAINST SWEATSHOPS

www.peri.umass.edu/Scholars-Against. 252.0.htmf

This site, which is housed at the Political Economy Research Institute, has links to
a pumber of articles relating to sweatshops, the ldea Of a hvmg wage and inter-
national labour standards, U . :

INTERNATIONAL LABOUR ORGANIZAT{{)N
www.ilo.org

This official website of the Umted Nation 5 Internatmnal Labour Assoc1ahon has
an extensive amount of matenals on lssues such as chlld 1ab0ur and mternatlonal
labour standards. L

(GLOBAL EXCHANGE R
www.globalexchange. 0rg/campaigns/sweatsh0ps/backgroundandresources html

This website contains resources on 4 number of global issues mcludmg sweat—
shops. Look under the resource section: for' an extens;ve hst ‘of lmks to vanous
anti-sweatshop campaigns and orgamzatlons ' : L

THE UNOFFICIAL PAUL KRUGMAN ARCHIVE S
www.pkarchive.org

You will find here an. archlve ﬂf many of the acadermc wntlngs newspaper
articles, and interviews by Paul Krugman on 1nternat10nal trade and other eco-~
nomic issues. S

CLEAN CLOTHES CAM?AIGN :
www.cleanclothgs. org . '

A leading Dutch anti- sweatshop campalgn the Clean Clothes site contams mfor— '

mation regarding a variety of campaigns around the world. Reflecting European
sporfs interests, it contains extensive information about cheap labour ‘and the
production of soccer balls.

S in the run-up to the G8 Summit scheduled for Gleneagles, Scotland in 2004, o g&F

© to the problem of poverty in' African states. A catnpaign for broad-based: debit
- for all developing nations had been gaining steam at the grassroots Forsev

" had Jaunctied the Heavily Indebted Poor Country (HIPC) Initiative. The i I

. countries that displayed an ongoing commiiment to reducing their dependen

- Multilateral Debt Relief Initiative (MDRI) in 2005. Outside debt relief pmgr‘
- thé United Nations’ set of Millennium Development Goals {MDGs) laid out:ly
commltted the world to addressing some of the chronic problems of p(}Vt’!r’I

o underdeve]opment

; Afnean ecoriomic problems. Tn 2001 in Genoa, African leaders had present

Does Outright Debt Cancellation
Ignore the Real Problems of Africa?

v YES
GEOBGE AYITTEY, “Smart Aid for Africa,” African Dialogue Serigs, nii ‘I’?

(2005). www.utexas.edu/conferences/africa/ads/773.himl

X No
MOSES OCHONU, “The Case for Debt Cancellation and Increasad AEd [

Africa,” The Nigerian Village Square {2005).
www.nigeriavillagesquare.com/content/view/1137/55/

of hlgh~pmﬁle celebrities gathered to present the case for debt reliel as & 80

years. The Jubilee 2000 Campaign, based in the United Kingdom and spreac
dozens of other couirtries, had been working hard to publicize its case for:n
debt elimination as a means of giving developing nations a leg up. n 1996,
mobilized a massive group of demonstrators for the G8 Summit in Birminglia
the years following, a series of networked groups began to press “drop the:
campaigns in order to redress the massive dislocations that had come of cle
mulation and structural adjustment throughout the global South. p

There had been policy responses to these debt campaigns. Back in 1996, the

offered debt restructuring and eventual reduction of debt to heavily. Int

sustained debt. Amid complaints that the criteria for the HIPC Initlal Ive we
overly: stnngent the program was modified in 1999 and supplementéd:|

- Likewise, previous G8 Summits had occasioned hope for ((n’lsidem{!fi_r

—_

New Africa Initiative (NAI), a pledge to own up to African leadership on econe
issties while seeking a financial partnership with developed nations. The Followlig -
G8 Summit held in Kananaskis, Alberta in 2002 had been billed as the summit fag
African development, featuring an updated version of the NAI known as the New



