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ABSTRACT

This paper investigates the effect of globalization orkimg conditions in
El Salvador employing extensive household surveys from 1899@5.
Working conditions are defined by information on wages, hotinsork,
benefits (bonuses, vacations, meals, housing, transportatiaith he
insurance, etc.) and details about the working environrfenog, dust,
gases, noise, extreme temperatures, dangerous tools, Ehese are
analyzed on the light of structural shifts in the econoimgntifying
declining and expanding sectors associated with globalizaftrade
liberalization, migration, and foreign direct investment).vedi El
Salvador’'s uniqueness in the relatively large role ofgration and
remittances, this paper assess also their impact on war&imdjtions.

Like many other developing countries, El Salvad@sgerience with globalization
has been characterized by increasing foreign inverst and total trade over the last
15 years. Also like other developing countriegsthchanges have been concentrated
in relatively few sectors. While an ambitious ptization program has attracted
foreign direct investment (FDI) in several key rtomdable sectors (banking and
telecommunications, for example), much of the exfmrused FDI has concentrated
narrowly in the apparel sector. This sector gdhenmaports intermediate inputs for
assembly and re-export. In Spanish-speaking dpwejocountries, this is often
referred to as the maquila sector.

In the sections that follow, we first characterglebalization in El Salvador. We
focus on El Salvador's trade policies and the edlathanges in both trade and
investment. In particular, we identify the sectthrat seem to be most internationally
engaged. In addition to the “usual” experiencenvgtobalization, El Salvador has
been unique in the relatively large role of remmitias. These remittances may have
important, albeit indirect, effects on working cdimhs. They may increase
reservation wages, effectively reducing labor sypptd increasing market wages.
On the other hand, they may also act as a formnséirance, making workers
receiving remittances less dependent on insuraragrams linked to work. In this
case, remittances may reduce the observed wortedeiasurance benefit (which is
one possible measure of working conditions). Wplae these hypotheses in the
sections that follow.

In the second section we describe the institutidnsiory of labor legislation and
basic indicators of working conditions in the caynin the third section we employ
El Salvador’s extensive household surveys to estinasmge offer curves to lay the



foundation for a more detailed study of the possédifects of remittances, controlling
for selection bias, inter-industry wage differeltifor the apparel sector, and probit
equations for indicators of working conditions lretcountry. We close the chapter
with conclusions and some public policy implicason

1. Globalization in El Salvador

Globalization has many face&lobalization includes rising values and volunoés
trade in goods and services among countries. & déals with development and
spread of technologies, especially information sgldcommunication technologies,
which allow access to information all over the wiorl The ability to connect with
production, distribution and knowledge networksidgpincreased the potential for
development around the globe. Very importantlyalgo deals with international
migration changes economic relations and structanesng and within countriédt
also deals with the spread of democracy and deriodénatitutions in the world. All
these faces can affect the behavior and the steuofdabor markets within a country.
The effects depend on which of these features ame nmportant for a particular
country, and the particular (idiosyncratic) chaesistics of the country that
determines how prepared (or not) it is to take ath@e of the new opportunities and
challenges posed by globalization.

Development is a procesbBhe other important idea that lies behind thecjoeeffort

of this paper is that development is a process.b&iration involves evolving
economic and political factors. During a refornogesses, legal changes are only the
first step. To construct economic and democrattituitions that best suit a country
(not simply copying and pasting institutions frother countries¥,a country needs to
make many changes that may not be immediately igallif and economically
feasible. Thus, implementation may be slow. Sucodspends on whether the
country picks the right sequence to implement rafoand how fast it can implement
this sequence. Factors affecting how the coumagts to the reform may be beyond
a government’s control, being the result of mu#tipiteractions between society and
the state. Therefore, the quality of governanatitirtions to deal with differences
among individuals and groups of individuals is algwy important. These features
are an important part of any study of globalization

Among Latin American countries, El Salvador haslangented liberalization reforms
with more eagerness. In the 2006 Index of Econdane=dom, El Salvador ranks
second after Chil2 El Salvador is among the only three countries atil. America

that enjoy investment-grade risk rating in the oaegiBID (2006) presents a general

L williamson (2005) discusses the importance of migration ambdeaphic transitions in the
development process. He points that when a demographic sliects a specific group of the
population (i.e. young working age population), and when this sisdak, it has a long term impact

on the economy.

2 Hausmann, Rodrik and Velasco (2005) posed the problem ofrimsifacing many policy goals
against the feasibility to address all of them at ame tiSince this is not possible, they suggest that the
best thing to do is to identify those constraints that hahigger impact on development in a particular
country, and to focus efforts on those constraints.

®The Heritage Foundation and The Wall Street Journal (2006).



index of quality of public policie$ Among Latin American countries only Chile falls
in the “Very High” category. Six other countriescluding El Salvador, fall in the
“High” category® El Salvador enjoys a stable policy framework aminpares
favorably in terms of adaptability, efficiency, amiplementation and effectiveness of
application. In categories of coordination and eehee and public orientation, El
Salvador falls in the “Medium” category.

In this section, we discuss the trade liberalizafpoogram in El Salvador, determine
the relevant sample period, and then describe @samgtrade volumes, tariffs, and
foreign direct investment. Clearly for El Salvadanittance-generating migration is
a stylized fact of the economy that considerablyagts labor markets.

The making of a market economy in El Salvador

In 1989 EI Salvador initiated the process of cartding a market economy based on
a democratic system and individual freedoms. Theeld@ment agenda had two

important components. The first was to find a péalcway to resolve the 19-year-

old civil war and to build the democratic instituts needed for effective governance.
These efforts concluded with the signature of tleade Accords in 1992, which

included important reforms to the Judiciary, théideo the Army, the electoral system
and disarmament and incorporation of guerrillas ithte political system. This just

meant the beginning of a process to build demaciastitutions. Since then there

have been other reforms, and more will happen astiuntry realizes which ones
work better than others.

The second component was the socio-economic ag&heapurpose was to build a
market economy based on the principles of individusedom, decentralization of
decision making processes, prices as basic econagigials, competition as a
warranty of economic efficiency, and the supplerasntole of the stat®.The social
agenda sought to make El Salvador a country of osyn@ioritizing targeting of
social expenditure towards poorest households, niedeation of social services,
subsidies to demand, and private and communal cgation in execution of
projects’

1.1. Trade and Tariff Policy

Within the context described above, we can divite liberalization program of El
Salvador into two stages. The first stage begat®OB, and it was predominantly a
unilateral liberalization process, where tariffsreveeduced according to a particular
calendar (see Table 18Beyond tariff reductions, most import and exparehses

* The index is the average of six indicators describingttadity of public policies: 1) stability, 2)
adaptability, 3) coordination and coherence, 4) implementatial effectiveness of application, 5)
public interest orientation, and 6) efficiency. The scalefrom 1 to 4; higher values indicate better
quality of public policies.

® Brazil, Colombia, Costa Rica, El Salvador, Mexico amdduay.

® See FUSADES (1989) for a proposal of an economic andIssiategy for the country. The strategy
proposed by FUSADES strongly influenced the agenda of $teARENA government, headed by
President Alfredo Félix Cristiani in the 1989-1994 period.

’ For a description of initial reforms see Rivera-Camp09@2 and also Liévano (1996).

® This part relies on Alas de Franco (2002).



were eliminated. Some barriers remain, such asethgyotecting jute, henequen,
imported salt, sugar, wheat flour, and sacchariraiff protection also remains in
place for certain products such as sweetened dradksholic beverages, tobacco.
Rice still enjoys the protection of import quotas.

Import liberalization was accompanied by policieglsng to eliminate anti-export
bias in the economy and to provide incentives fgpogt promotion. To promote
exports, legislation in 1991 created free tradeesdor exporting firms that gave them
a tariff free area to produce for export. The $&gion included other tax incentives
such as exemptions from income tax and local/mpaldiaxes for a minimum of ten
years. In addition, El Salvador has a policy of @dwback of value added to exports.

The reduction in tariff protection was dramatic.eTaverage tariff fell from around

21.9% in 1991 to 5.7% in 1994. The percentage wémee collected from import

tariffs over the value of total imports of goodsn (endirect measure of tariffs

protection) suggests that effective tariff protectiactually increased between 1991
and 1994, even though nominal rates were fallingufé 1.1). Improvement in tax

revenue management and customs explains this.r&sute 1994, however, the tariff

revenue ratio declined steadily from 6.6% of totaports in that year to 2.67% in

2005.

The second stage of trade liberalization souglobtain better access to international
markets mainly through free trade agreements. EVaSar enjoyed preferential
access to U.S. and European markets through thiéb@an Basin Initiative (CBI)
and the Generalize System of Preferences (GSPjaBiador has signed 5 trade
agreements, as illustrated in Table 1.1.

Central America started negotiating the Central Acaem Free Trade Agreement
(CAFTA) in 2002. The five Central American coussisigned the agreement with
the United States on May 28, 2004. EIl Salvador thasfirst Central American

country to ratify the treaty, thus bringing it intffect, on March 1, 2006. One
motivation El Salvador had in entering CAFTA negtitins was to protect its apparel
sector after the end of the Multi-Fiber Arrangem@iEA) in 2005. The goal was to
"lock in" access to the U.S. market in a way thaghnsurvive the end of the MFA.

1.2. Investment Regime

Foreign direct investment (FDI) has been an impdrc@amponent in the development
strategy of El Salvador, and a key factor in thecpss of globalization. In 1990 new
legislation was passed, giving wide warrantiesdmifjn investmert.In 1999 the
government further revised the foreign investmant giving freedom to invest in
almost all sectors of the economy. The new lantgich freedom to repatriate profits,
warranty for national treatment and non discrimoratto FDI; access to domestic
financing; registration through a single windowstmplify all paperwork; intellectual
property protection; tax incentives; and restriesian very few activities.

° Alas de Franco (2002). The first FDI legislation was paase\pril 1988. The bill was reformed in
January 1989 and significantly again in December 1989.
19 FUSADES (2003). Ley de Inversién Extranejera (Decretadlatiyo no. 732, Noviembre 1999),



The government also signed Bilateral Investmentafies (BTI) with the United

States, some European countries, and some Southlidamecountries. Several of
these treaties were enhanced within the framewbFcee Trade Agreements (FTA).
El Salvador has also signed the Multilateral Inwesit Guarantee Agreement
(MIGA).

1.3 Trade and Foreign Direct I nvestment
1.3.1Trade Trends

El Salvador’'s goods trade has accelerated, incrgdise ratio of exports to GDP from
10.8% in 1990 to 22.4% in 2000 (See Figure 1.2)c&i2000, however, the rate of
growth of exports has declined considerably: tetgborts have remained close to
20% of GDP over the last five years. On the oth&ndh trade liberalization and
abundance of foreign exchange (due to remittanb@sk lead to even faster growth
in total imports. Imports as percentage of GDP aased from 23.3% in 1990 to
39.9% in 2005.

Composition of Exportsand its Trends

Over the past fifteen years El Salvador has undergmportant changes in the
composition of exports. In 1990, traditional expormainly coffee, sugar, cotton and
shrimp, amounted to nearly 51% of total exportsifbhare in total exports declined
steadily over the 1990-2006 period, ending withhare of 7.5% in 2006. Another
major change is the rapidly increasing role of nilagexports (mainly apparel),
which grew from US$137 million in 1991 to US$1.9ibn in 2004, reaching 58% of
total exports. Finally, the other major changerisra&rease in non-traditional exports,
which include some agricultural products and mamd& of light manufacturing,
from US$287 million in 1990 to US$1.65 billion i0@6 (see Table 1.3).

Apparel (maquila exports)

“Maquila”, also sometimes referred to as exporbcpssing, refers to activities
involving the assembly of imported intermediateutspand exporting the finished
goods. In the case of apparel, for instance,ntt@ans importing cut and uncut fabric
for assembly (sewing) into garments.

In case of El Salvador and other countries of tbgian, including Mexico, it is
important to look into a historical perspectiveuttderstand the evolution of maquila
exports. The expiration of the MFA, which elimindtguotas regulating the flow in
textiles in the world in January*12005" is a critical event in the evolution of the
magquila sector. After the first round of econonmgforms and liberalization, maquila
exports took off with great success, increasingifaose to zero in 1990, to over $1.6
billion in 2000. After that, growth in maquila (ntbs apparel and textile) slowed
down, to reach a peak in 2004, near US$1.9 bill&fter January ¥ 2005, maquila
exports slowed and even decreased, to reach US#llo in 2006. The resulting
loss in employment has been considerable (as sheWov). Employment growth fell

1 See theWTO dtttp://www.wto.org/english/tratop e/texti e/teximte.htm




in 2001, 2002, 2004 and 2005, possibly suggestiagd@ven before the expiration of
the MFA, some companies started to shift elsewimetiee world.

India, Bangladesh, China, and perhaps Indonesie lawver wages and possibly
higher productivity than El Salvador. Their risipgrticipation in world trade may
contribute to the relative decline in El Salvadariaquiladora sector after 2000. If
growth in the maquila sector affected working ctiodis, its contraction may have
the opposite effect.

Composition of Importsand its Trends

Among the four major import aggregates: maquilagstonption, intermediate and
capital goods, imports of intermediate goods am ldrgest and increased from
US$629 million in 1990 to US$2.8 billion in 2006h& second component includes
consumption goods imports, which increased from 398$million in 1990, to
US$2.4 billion in 2006, and increased their shaomnf24.6% in 1991 to 31.5% in
2006 (Table 1.3%* Similar to maquila exports, maquila imports ins®a rapidly
from 1991 to 2000, but during the 2000-2005 permdguila imports grew at a very
mild rate, even reducing their share in total inipofhe fourth component is imports
of capital goods; these increased rapidly betweéd0 land 1995, stabilized between
1996 and 1999, and increased again in 2000. Tlgedtat similar level until 2006,
decreasing in share overall since 1999.

1.3.2 Foreign Direct Investment

Systematic FDI data are available since 1997, whenCentral Bank adopted the
standards of the IMF’s Fifth Balance of Paymentsia. Overall, between 1997 and
2006, FDI (not including intercompany transactioms}reased seven fold, from
US$480 million in 1997 to US$4.37 billion in Mar@®06 (Tables 1.4 and 1.5). The
new dynamics of CAFTA and large investments in lth@king sector have created
new opportunities that will bring an additional USHillion in FDI between 2006 and

2007. Most of this increase comes from the actjorsof controlling equities of the

three largest banks in the country by Citibank, SBnd Bancolombia. The main
FDI partner is the United States, followed by Mexiavith large investment in the

telecom sector) and Venezuela (with a large investrin the sector of distribution of
electricity).

FDI in El Salvador is biased toward the non-tradabkctor® Privatization of

electricity and communications attracted the filstge inflow of FDI in 1998,

reaching US$1.6 billion in that year alone (Tablg)1The FDI share towards the
non-tradable sector went from 44.3% in 1997 to %dlii 1998, and it remained close
to 70% until to 2004. Privatization of the bankisgctor and financial liberalization
occurred in early 1990s, but equity was mainly uay local investors. Recently,
however, FDI has gone into the banking sector, witiquisitions of national and

2 From 2003 to 2005 the increase in share of interrteediad consumption goods is strongly
associated with the increase in oil prices.

3 Among others, see World Bank (1996) (El Salvador: Megtie Challenge of Globalization), and
Rivera Campos (2000), and FUSADES (2003). For this sectigheitradable sector we include:
Industry, Agriculture and Fishing, Mines, and Maquila; innloe-tradable sector we include Sales,
Services, Construction, Communications, Electricity, aindrieial Sector.



regional (Central American) banks by General Eledfinance, Scotia Bank, and
HSBC. In 2006, Citibank and Bancolombia annouremedaffer to buy all equities of
the two largest banks in El Salvador. By Septen#ti®)7 FDI in the non-tradable
sector reached above 74%, after including new invessts in the banking sector.

FDI in the tradable sector increased from US$268aniin 1997 to US$1.2 billion in

2005 (more than a fourfold increase). In the magséctor FDI has gone from
US$57.2 million in 1997 to US$299 million in 200B6DI in manufacturing has
steadily grown from US$196.4 million in 1997 to W858.5 million in 2005 (an

increase of 4.3 times the initial value). The cakéshing is also worth mentioning,
due to a Spanish investment for tuna fishing andned tuna that received
preferential treatment with CAFTA; FDI in this secthas increased from zero in
1997 to US$66 million in 2005.

Investment in the service sector also has increasedCanada recently bought the
airplane maintenance branch from the Salvadoramnetcompany AEROMAN,
which is the only company in Latin America certifiéo service Airbus (and has
contracts with Jet Blue and America West). Caltltees also represent an important
area for FDI, with investments from Dell, Sykes, énga Movil, and others.

1.4 Macr oeconomic I mpact of Remittances and Migration

Massive migration and flows of remittances have hadmajor impact on
macroeconomic conditions in El Salvador. Remittan@ached almost 18% of GDP
(totaling US$3.32 billion) in 2006 (see Figure 1.Bhis influx of income from abroad
increases the demand for both tradable and noatitadjoods. The price of tradable
goods is checked by international prices as inaa®n economy? On the other hand,
non-tradable goods are not subject to internatioc@hpetition and supply is
restricted by availability of resources (land, lgbrapital). As a result, the relative
price of non-tradable goods goes up, leading tampreciation of the real exchange
rate. The relative price of tradable goods versustnadable goods decreased steadily
from 100 in 1990 to 79.5 in 2005.

This appreciation makes exporting more difficulbdashifts investment incentives
towards the non-tradable sectors of the economg.shiares of both tradable and non-
tradable sectors have evolved over the period991 the share of the tradable goods
sector in GDP was 39.3%, and declined steadily2t6% in 2005. The decline is due
mainly to the fall of the share in agriculture iotal GDP, while manufacturing
industry maintained an average of 22.2% over theoge meaning that it has
managed to adapt to changes in international donditand relative prices. The

4 Between 1991 and 2000 El Salvador fixed its exchange rate $aneiary 12001, the US dollar

has been the unit of exchange and legal tender, displa@rigrther currency, theolon

15 GDP deflators were obtained dividing GDP at current prigeBDP at constant prices for each
sector. The relative price was obtained dividing GDPadieflof tradable sector by GDP deflator of
non-tradable sector. GDP of the tradable sector iadk#ion of three sectors, as defined by national
accounts in the Central Bank, a) Agriculture, fighamd hunting, b) Mines; ¢) Manufacturing Industry.
GDP of the non-tradable sector is the addition of nintosgcas defined by national accounts in the
Central Bank, d) Electricity, Gas and Water, e) Catsion; f) Sales, Restaurants and Hotels, g)
Transportation, Storage and Communications, h) Financenaocahce, i) Real Estate and Services; j)
Housing Rental, k) Communal, Social, Personal and Dom8stivices, |) Government Services. Data
and estimation results are available upon request.



appreciation of the exchange rate (plausibly duenaittances) creates a problem like
the Dutch Disease.

Exchange rate appreciation means that relativegritimulate non-tradable sectors,
such as services, real state, financial sector saels. The finance and insurance
sector increased its share from 2.2% of GDP in 18905% in 2005; transportation,
storage and communication sector increased frorfo 708 GDP to 9.2%; sales,
restaurants and hotels from 18.1% to 19.4%; coctsbm from 3.5% to 4.2%; other
services from 6.1% to 7.7%; and real state incikf®en 3.5% to 4.3%. Not all non-
tradable sectors have moved in the same directiowever. Government services
declined from 7.4% to 6.5%, reflecting the polidynainimizing state involvement in
the economy. Housing rents’ share also fell, frdn8% to 7.4%.

Changesin real wages

Trejos and Gindling (2004) analyze changes in wiagguality in Central America
during the 1990s. They find that the sign of tharge in inequality between 1995
and 1999 depends on the measure of inequality seThesults may signal significant
changes in industry-specific wages. Formal seetmkers in the two main tradable
sectors, agriculture and manufacturing, have egpeed falling real wages over the
1991-2004 period (Figure 1.4). On the other hahé,ttend of real wages within the
non-tradable sector varies over time. In the casfeglectricity, gas and water,
transportation, and telecommunications, the tread wositive until 2001 but was
negative in the 2000-2004 period. It is interestiogee that in the financial sector,
though it has been one of the more dynamic seatmswages have declined steadily
from 1991 to 2004. Wages in the sales sector hé&see fallen, although at slower
rates. Real wages were stable in the personalcsesector until 1996 but rose
afterwards (see Figure 1.5).

2. Working Conditions in El Salvador

El Salvador's labor law is a direct product ofrgsent history. Civil war violently

gripped El Salvador during the 1980s. The U.S.ddepent of State (2008) notes
that human rights violations were “rampant” durthg civil war. After the war, the

United Nations helped supervise a “Truth Commisstorhelp deal with some of the
worst offenses, and the accord stipulated thatethesponsible for human rights
violations be removed from military and governmposts.

The civil war provides an important context foraehs to labor law in El Salvador.
Bronstein (1997) notes that several Latin Americaantries reformed labor laws and
incorporated revisions into the constitution in e 1970s and early 1980s. In 1983
El Salvador implemented detailed constitutionabrefs governing several aspects of
working conditions, such as home work, domestiiser and protection against
dismissal without good cause (Bronstein 1997). &€hesforms were generally
considered to extend social protections and emtélgs, but the context of the civil
war made it difficult to enforce such provisionsfter the Peace Accords, another
comprehensive reform of El Salvador's labor law 1994° extended social

8 Decree No. 859 of 21 April 1994, as listed in the 12 N894 edition of thd®iario Oficial.



protections, especially in the areas of maternitptgrtion, women’s work,

compensation for dismissal without just cause, apglication of labor law to

apprentices (Bronstein 1997). The reform was camsil to be significant
improvement in worker protections over the previoade, including mechanisms for
inspection and monitoring, sanctions (civil/ladmirasve and penal), and tripartite
discussion (see the year 2004 reports filed wighItlO). Significantly, this reform

led to the ratification of 14 ILO conventions, d&®wn in Table 2.1.

Ratification of these 14 conventions highlighted Elvador’s reluctance to ratify
ILO conventions 87 (Freedom of Association and &rtivn of the Right to Organize)
and 98 (Right to Organize and Collective Bargaihind\rticle 7 of El Salvador’'s

constitution recognizes the freedom of associatinn, this article did not apply to
government workers. The government’s main arguni@ntefusing to ratify these

conventions was that the constitution prohibitedegoment workers from organizing
unions on the grounds that public services werergisd and therefore could not be
interrupted. Throughout the 1990s and early 20@sSalvador faced increasing
international criticism from labor groups for thgmevisions.

The Spanish tuna investment by Grupo Calvo playedrgortant role in pressuring

El Salvador to ratify ILO core conventions 87 arft] s well as conventions 135
(Workers' Representatives Convention) and 151 (ualRelations Public Service).

While the European Union threatened to withdrawSBlvador from the European
General System of Preferences if the country didraiify these conventions, Grupo
Calvo (the tuna company) threatened to withdravr ineestment from El Salvador

because it would lose the preferential treatmernthenEuropean Union. El Salvador
did everything a country could do to avoid losifgstpreference and to continue
negotiating an economic agreement with the Europ#aan. In September 6, 2006,
these four conventions were ratified, overcominggltasting prejudices against labor
unions. At the end of October 2006, however, ther&me Court of El Salvador ruled
that it was unconstitutional, suggesting the issag continue to be contentious.

On March 1, 2006, El Salvador became the first @merican country to approve,
and thus bring into force, the CAFTA. In the 20@port filed with the ILO, the
government of El Salvador noted that it began forme labor law to bring it into
accordance with the provisions of the CAFTA. Imtigalar, they noted that reforms
of Articles 211 and 248 (of El Salvador's labor )Javere in progress, with the goal of
reducing the number of workers required to stanhen from 35 and to reduce the
time required to wait to reapply for union statéterman application had been rejected
from 6 months.

The timing of El Salvador’s reversal on the ragtion of the two remaining core ILO

conventions strongly suggests that internationghgement played a significant role
in ElI Salvador's decision because it coincided witte CAFTA negotiations.

International pressure increased during these ragois and created an incentive to
adopt these core conventions. Other internatidoeles have played a role in
changing labor standards in El Salvador. Frun@042 points out that the National
Labor Committee (NLC) convinced the apparel comp@ayp to open its Salvadoran
apparel contractor, Mandarin, in the 1995 holidegisen, thus opening the way for
international pressure to affect labor standard$at action, the first example of
independent (non-government) external monitoringthie world, resulted in the



creation of theGrupo de Monitoreo Independiente El Salvado(GMIES). Frundt
(2004) notes that as a result, a union at Mandeais recognized, fired workers were
rehired, and workers reported improved conditiodsfortunately, the union’s efforts
were reportedly undermined by another union logathe company that mitigated
previous changes. GMIES went on to monitor fitleeo plants with mixed success.
One plant closed to avoid unionization. In anagthesrkers reported more success
than at the Mandarin plant. In all cases, howeter monitoring brought attention to
working conditions in these factories, which may decritical first step towards
improvements.

During the CAFTA negotiations, El Salvador facediasm for failing to enforce
existing labor laws. In the 2006 report filed withe ILO}’ the Office of the
International Confederation of Free Trade UniorSHTU) repeated the concerns it
had filed in previous years’ reports about enforeetrof labor laws, especially with
respect to union activity. The ICFTU alleged thta right to collective bargaining
had not been respected in Export Processing ZdfleZs). They also raised other
concerns about the structure and application airléw. In particular, they note that
the law requires the union leaders must be Saleadby birth and that trade unions
are prohibited from political activities. These ygIons have been used to minimize
union power. Furthermore, they reflected the gowent's comments about legal
obstacles to strikes, noting that 51 per cent akesxs must approve a strike, whether
or not they are members of the union, and a sigkenly legally recognized if it
relates to a change in a collective agreement dende workers’ professional
interests. The ICFTU’s comments state that, utidese conditions, the Ministry of
Labor has considered all strikes in El Salvadegil.

Although in most countries there are relatively fesgources devoted to monitoring
compliance by employers, there is some indicatiwet £l Salvador is increasing
resources for enforcement. Enforcement was a s$petwpic in the free trade
agreement with the United States (CAFTA) negotiaio The Office of the U.S.
Trade Representative reported in February 2005 Eh&alvador had increased the
budget for the Labor Ministry by 20%. The Ministy Labor increased the number
of inspectors from 73 in 2002 to 171 in 2005 anttha average time to hear a labor
complaint in half (USTR 2005). In addition the Ugdvernment allocated funds to
support institutional capacity in Central Amerid&hile these are important steps,
concerns persist about the length of the judicralcess to follow up on workers’
complaints and that law enforcement focuses magmlymedium to large firms,
neglecting the broad scope of informal jobs in doeintry. With the signature of
CAFTA, the government faces the choice of enforaingipliance or risking trade
sanctions.

Anecdotal evidence also suggests a lack of enfazoémay not necessarily be due to
a lack of government intent or ability. For examm 2005 New York Times article

described the experience of textile workers whémeign) assembly plant had closed
suddenly and pulled operations out of El Salvaddrompson 2005). National law

requires that dismissed workers are entitled topmmsation but the government can
do little to enforce these provisions on compairieg are no longer in the country.

Foreign investmerieaving El Salvador therefore may threaten working condii

Y ILO reports are available at http://www.ilo.org/dyn/deislar
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3. Household Survey Analysis

To complement the qualitative analysis, the follogvifour sections present a
guantitative analysis of working conditions in Ellg&dor. The first section contains
a description of the data. The second sectioreptesome basic descriptive statistics
that illustrate the main changes in labor market&l Salvador. The third section
includes an econometric model of participation (kiean’s selection model) for labor
conditions and probit models of non-wage workingditions (specifically, whether
workers have signed a contract or whether theystexgid with social-security). This
section also includes descriptive statistics ofptfon-wage working conditions for
2005. The last section concludes with an analyfsister-industry wage differentials.

3.1 Data

El Salvador has a history of collecting labor markad expenditure data through
household surveys. El Salvador conducts Eneuesta de Hogares de Propdésitos
Multiples (EHPM) each year. The survey covers basic dembgrdpformation as
well as labor market experience, housing, and atiticators. While data are roughly
available from 1989 until the present, survey aahgle changes restrict the sample
used here to 1995-2005. This period covers thegsof trade liberalization and
rising globalization in El Salvador. To analyzee thurveys together, the analysis
focuses on workers with positive wage earningsnfags from paid labor). The
sample was further restricted to several key vémbage, gender, education,
occupation, sector of employment, geographic anelaramittances.

Table 3.1 contains sample characteristics. Thesw®lesi statistics reveal several

important features of the survey data. The firdumm contains the sample size.

These numbers represent a subsample of the numberlcers in the sample who are

between 10 and 65 years old (inclusive) and hagitipe earnings from wages. As

the table clearly shows, there is a lot of variatio sample size over the 1995-2005
period. Most notably, there is a significant irase in sample size in 1998 over 1997,
and again in 1999 and 2000 over the previous yidar.sample size falls back to 1998
levels in 2001 and rises to 1999 levels in 20025200

While mean age is relatively steady from 1995 t63Qahe female employment share
falls through the sample, from just over 41% in 398 just under 37% in 2003, and
around 30% in 2004 an 2005. Interestingly, averadacation remains roughly
constant through the sample period, although therame of the last two years is
higher than the average over the first two yeamssibly suggesting a gradual
increase in average education levels.

Table 3.2 contains sector employment shares fob 9@ 2005. If these samples are
representative, the samples indicate significaahghs in employment patterns in El
Salvador. The share of workers in agriculturetipalarly food agriculture, falls from
nearly 25% to just over 16%. At the same time,ghare of workers in sales (retail
and wholesale) rises from just over 22% to nea®lyp%. In terms of manufacturing,
perhaps the most significant change is in theleeand apparel sectors. The share of
workers in textiles falls by nearly two-thirds, fncabout 2.1% to just over 0.5%. This
may be due to rising imports of textile productsdssembly. In contrast, the share
in apparel rises from about 4.6% to 6.6% in 20Q8,decreases to 4.7% in 2005. This
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fall coincides with the end of the MFA. These pait are similar to other small
developing countries, particularly Honduras andaragua, whose experiences with
rising globalization coincided with the growth gbmarel manufacturing. Note that
other manufacturing sectors — food, beverages, tah@cco, wood, and other
manufacturing - either contract or remain steady.

The various industries have very different demolyi@haracteristics. Table 3.3
shows that, in particular, rather than being a wethat employs less-educated
workers, the average education level in apparabtsstatistically different than (and
slightly above) the national sample average. Adgice, not surprisingly, has very
low average education levels. Ultilities, publicraxistration and social services have
relatively high education levels, but apparel Hees lighest average education of all
manufacturing industries.

One of the main characteristics of apparel seemisetahe large concentration of
women. Over 70% of employment in the sector isdiem Only other services have a
higher concentration of female employment, andfémeale share of employment in
apparel is nearly double that in the other manufaag industries.

It may also not seem surprising that workers insaplare younger than other sectors.
Indeed, Table 3.3 shows that for the same subsani@eaverage age in apparel is
lower than in all other sectors. Thus, as in ottmmtries, apparel in El Salvador is
characterized by relatively young women. One kiéfgrence in El Salvador is that
education levels in apparel seem to be relativigi.h

3.2 General Labor Market Conditions

Given the trends described in part 2 of this pawerwill focus our attention on three
specific periods:

1991-2000: Continuation of first phase of trade liberalipatiwith unilateral tariff
reduction, export promotion efforts, and beginnofgprivatization process,
with large FDI coming to utilities sector, and somte industry or
manufacturing. Garment exports kept growing. R&mndes, as a share of
GDP, fall during this period.

2000-2004: Beginning of second phase of trade opening thraigihing of free trade
agreements (Mexico, Dominican Republic, Chile, Pama FDI flows into
non-tradable and tradable sectors. Maquila expslde,. This period also
suffered many shocks: coffee price shock, 200lhgaekes, oil price shock.
Remittances increase from 13.3% of GDP to 16.3%.

2004-2005: Continuing efforts to sign a free trade agreemdtti the U.S., incoming
flows in FDI in financial sector. The end of Muikier agreement triggers a
fall in maquila exports, dominated by garment indusNontraditional exports
grow. Remittances keep increasing to 17% of GDRfe€qrices recover.

Labor Force Participation
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Labor force participation, defined as all econorfycactive population ten years and
older divided by total population in the same aygge, was close to 50% in 1997 and
from 2000 to 2005 has remained around 52%, witte lthange (See Table 3.4).
Labor force participation for men fell from 68.5% 1997 to around two thirds in

2000-2005. Women'’s labor force participation, hoarevncreased from 35.3% in

1997 to 38.7% in 2000, 38.6% in 2004, and 39.5%2005. The contraction of the

agricultural sector (mainly male employment) ané tiin in garment and sales
employment (up to 2003) explain these trends.

A first approximation of the impact of remittances labor markets and working
conditions is shown in labor force participatione\@ompare labor force participation
between those living in households that do and a@oreceive remittances. In 2005,
labor force participation was around 42% for thoserkers who reside in a
remittance-receiving household. For those living anhousehold not receiving
remittances, labor force participation is aroun&5én other words, the data suggest
that remittances reduce labor force participatigrilB% in the subset of population
that receive remittances. This could be biaseenfittances are directed mainly to
women, but specific calculations by sex show tltWwomen and men labor force
participation is 12% and 13% smaller for the subsktpopulations living in
households that receive remittances (See Table 3.4)

Rate of Unemployment

The unemployment rate declined between 1997 an@.2@&tween 2000 and 2004,
however, it remained close to 6.9% and increased.®%6 in 2005. The most
important changes have occurred for women, wheee rdte of unemployment
declined steadily between 1997 and 2000 from 53%.7%. After a jump to 5.2%
in 2001, unemployment rate remained close to 3.5% 2003 and then increased to
4.8% in 2005. Given that women’s participation ire tgarment industry is much
larger that men's, it seems that women’s rate @mpioyment follows a pattern
similar to what is happening in maquila exportgeesally in 2004 and 2005, that
coincided with the end of quotas associated with Khultifiber Agreement (See
Figure 3.1).

Employment by economic sector

Table 3.5 shows four features about employment lirS&vador in 2005. First,
employment opportunities are concentrated in laggors, sales with 29.5% of all
employed, agriculture, with 19.5% and manufactufingluding food and beverages,
garment and textile, and other industry) with 16.48€cond, women participate
mainly in sales and services, but they also hagk &hares in manufacturing of food
and beverages and garments and textiles. Men, lewearticipate more in
agricultural activities and sales.

Third, remittances do not change the overall pattérdistribution of employment by
economic sector. And fourth, employment by firmesias a U-shaped distribution,
where micro enterprises generate 61.2% of employna@d large firms 29%. Also is
important to see that in the garment industry timpleyment share is larger in large
firms, which tend to participate more in the regedasegment of the labor market.
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Average hours per week

The average number of hours per week in their njalm for those that were
employed is 42.2; the difference between men andnevois very little, 42.6
compared to 41.7 on average, but it varies acres®I1s. For women, those working
as maids have the longer work week (they are notepted by contracts and
legislation). Regarding the impact of remittances average number of hours per
week, it is 40.2 hours for those receiving remites) and 42.7 hours for those not
receiving remittances. Regarding firm size, therage hours per week increases with
firm size, from 39.3 for micro enterprise to 47.8ubs for large firms. Generally
micro enterprises represent the informal sectoeretthey may enjoy more flexible
hours, while large firms are subject to legislatemoying less flexibility (See Table
3.6).

One of the main features of labor markets in Ei/&ddr is rigidity in the labor week

in the regulated segment of the market, determimgdabor legislation. Density

functions of the distribution of number of hours peeek for employed population in

their main job show that the distribution is coricated around 44 hours per week,
which is the number of hours established in theolatode. However, there are
differences between men and women. For women,igitiebadition has two peaks, one
smaller one around 22 hours, and the normal onkldtours; this suggest that for
many women it is important to keep a part time jOoh.the other hand, workers living
in a household that receives remittances have migpersed hours. That is, they
show less concentration at the 44 hours peak, vihdse not receiving remittances
show a pattern more similar to the general distidoy that is, high concentration at
44 hours.

Wages and wage rates

The following includes only those employed as whkdmrers, whether temporary or
permanent; does not include self employed, empsoyerooperativists, non
remunerated family members, trainees or domestieces (maids).

For those employed as wage laborers, the average vede per hour is $1.51; the
highest wage rate is found in the educational sefdlowed by administration and
defense, reflecting mainly jobs in the public secBut in the private sector economy,
highest wages are found in services and utilitgdsctricity, gas and water), and the
lowest wages are found in agriculture, $0.69 perhim the sales sector, where most
people are employed, the wage rate is $1.25 per. hbumanufacturing, the wage
rate varies by sub-sector: $1.08, $1.48, and $irbgarment and textile, food and
beverages and other manufacturing respectivelyreftie, it is important to note that
magquila-related sectors pay lower wages than irother two sub-sectors. It is also
true, however, that in these two sectors, womerdagenrate is lower than men'’s,
while in other manufacturing, women’s wage ratbigher (see table 3.7).

Overall, workers receiving remittances have a highage rate per hour than those
not receiving remittances: $1.63 compared to $1p49 hour (although these
differences may not be statistically significaf®emittances have a positive effect on
the wage rate in the garment and textile industry riot in the beverage and food
sector, and in the other manufacturing sector,irifgact is contrary to expected. In
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Sales, one of the more important sectors, the geensage rate is also smaller for
those receiving remittances. Regarding firm silae,average wage rate per hour is
almost twice as large in large firms compared toragnterprises, revealing that the
quality of employment is better in the latter.

Heckman'’s Selection Model

The importance of remittances in El Salvador sutsgéisey affect labor market

participation and in the determination of wages.clktean’s selection model

(Heckman (1979)) is one way to address these gqusstihe decision to work or not
work is made by the individuals. Thus, those whoeamot working constitute a self-

selected sample and not a random sample. It iy ld@me of the workers receiving

remittances would earn low wages choose not to wodkthis would account for part
of the missing wage data. Thus, it is likely th&t will over estimate the wages of the
workers in the population. The Heckman approaclaats for information on the

non-working individuals.

Our approach assumes that there is one model prepeages and one model
predicting whether a person will be working. Thentfying assumptions for the
selection mechanism are that family characteristics geographic location affect
participation in labor markets. Regarding familyacdrcteristics, it is plausible that
having young children at home may detract parenpatticipate in labor markets,
especially women. Two variables, the percentagehibtdren less than 6 years old in
total members of households and the percentageildfen between six and twelve
years of age, capture these effects. Multiplyincheat the previous two variables by
the dummy variable indicating the observation bg#oto a woman (FEMALE)
generates controls for whether the effects aremdifft for women. Regarding
geographic location, those located further frorgdamarkets are less likely to
participate in labor markets because there arerfepjgortunities in their locality.
Regional dummies, excluding the reference locdtilb@ metropolitan area of San
Salvador) capture this effect.

Table 3.8 reports results for three different yea@90, 2004 and 2005. The main
determinants for sample selection are the female@mittances dummies; in both
cases the probability of participation in labor kes is strongly reduced in all years;
on the other hand education and age have a positijpact on labor participation,
although the latter may decrease as one grow oMdi&w, having children younger
than six years old reduces the probability of wortzeparticipate in labor markets,
but not for men. However, having children betwegrasd twelve years of age seems
to reduce the probability of labor market partitipa, for both men and women.
Regional controls are all statistical significantlahey show that in the capital city
labor participation is higher. The statistical testthe importance of the sample
selection mechanism is also significant, indicatmgmprovement over the linear
regression in terms of consistency and bias opttameter estimators. The result for
the remittance dummy provides evidence that theseiving remittances have more
discretion regarding their participation in laboarnkets; they can have longer periods
searching for jobs, since they have remittances@asshion, or simply they have
higher reservation wages and take more time tojéibd.
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After considering sample selection, the resultgyesgthat education has a positive
effect on wages and age has a hyperbolic impactk®/®in urban areas and working
in the public sector enjoy much higher wages, wivitenen have lower wages after
controlling for the other variables. Remittanceséha positive effect on wages, which
is an indicator on how remittances have a positiygact on reservation wages.
Remittances reduce labor market participation atad, once a worker decides to
participate in the labor market, it closes the a@ti a wage premium.

3.3 Non-wage aspects of wor king conditionsin El Salvador
Contractual characteristics

Table 3.9 shows the main aggregates for workinglitioms in El Salvador in 2005
beyond wages. Overall, for those employed as walgerérs only 38.7% have signed
a contract. The percentage is higher for womentHose receiving remittances, and
with firm size. This pattern is followed in the pentage of those that are registered in
Social Security, 51.8%, and that received the mmgayear-end payment
(AGUINALDOQ. It is interesting that registration to socialcsety and year-end
payment increases with firm size, indicating thiaéré are two segments in the
market, those that are regulated by legislatiompmsed mainly by large firms, and
those unregulated, mainly micro and small firmgs ltvorth mentioning that export-
oriented firms tend to be large firms, and therefare more prone to comply with
labor regulations and provide better benefits tokers. Below, using a Probit model
we test this hypothesis for social security regigtn and contracts, as function of
individual characteristics, other control variablesd industry dummies. The
remaining labor benefits or extra payments are sirath voluntary and therefore the
percentage is much smaller. Only 4.3% report réegivovertime pay, which
specified by the Labor Code to be twice the nonvede.

Table 3.10 presents the percentage of employedéhe signed a contract or that are
registered to social security (the mandatory hem$urance) by industry for years

2000, 2004 and 2005. In general we do not obsemjemechanges over time in the

shares of workers with signed contract or with segtion to social security across
industries. On average, for 2005, close to 20% ofkers had signed contract and
close to 30% were registered to social securital(hansurance). However, there are
large differences across industries. For instamagkers in agricultural sectors are
very unlikely to be registered in social securityto sign a contract, similarly for

those in husbandry and fishing and women workingnasds (domestic service);

construction and sales workers with signed cordractd social security are below
average. On the other hand, other manufacturindildéeand apparel sector have
above average percentage of workers with signedraxia and social security

registration. Furthermore, workers and four key -tradlable goods sectors enjoy
more possibilities for signed contracts and regigin to social security, those are
utilities, education, public administration anddirtial services, which tend to have
larger firms or organizations. It is clear thatdalaw enforcement and compliance is
concentrated in large and formal sectors of sociaty widely neglected in those

sectors where there is abundance of smaller andmafl firms.

Work environment
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The 2005 EHPM survey introduced a new question apbysical conditions in the
work place: whether there is dust, smog, gas eamissinoise, extreme temperatures,
with dangerous machinery, underground or heightisities, insufficient lightening,
with chemicals or carrying heavy load, and othersspecified. Table 3.11 shows the
outcomes by industry. The negative labor conditimat is most typical is dust in the
work place, with 41.8% of workers reporting thisiplem. This is especially high for
construction, agricultural and mining workers, apexted. On the other hand, the
percentage is lower in financial intermediation #extile and garments sectors, close
to 28%, showing they enjoy better conditions orrage. In fishing, only 6.2% report
dusty conditions.

Apparel-sector workers report better than averagekiwg environment in terms of

dust, smog, gas emissions and carrying of heawy, laad working with chemicals.

On the other hand, an above-average percentager&erg report noisy conditions,
working with dangerous machinery, with insufficidightening. The percentage of
workers complaining about extreme temperatureberapparel sector is not different
from the mean. These characteristics are what omgldvexpect in this type of

industry. Also, we note than on “other, not specifi negative working environment,
apparel and textile industries have the largestgreages (16.5% and 15.8%, well
above the other industries and the average; thigesis there is an additional
condition that should be further investigated whigtspecial to this industry. In the
next section probit regressions are run for eacthe$e conditions as a function of
industrial sector and individual characteristias,arder to identify the differences
among sectors.

Probit model for contractual aspects of labor

To test whether these differences are due to difiges in worker characteristics, or
differences in industry characteristics, we predertbit estimations for signing a
contract, or registration to social security, asirgction of individual characteristics,
such as education, age and sex, other controlblesiasuch as area of residence
(urban dummy), public sector dummy, and whetheramker's household receive
remittances, and industry dummies.

Table 3.12 present the results for 2000, 2004 @b2We observe that control
variables have similar impact as wages. The likelth of signing a contract and
participating in social security insurance incresaséh age, education, living in urban
areas, and working in the public sector. On themwotfand, women have less access to
contracts or social security insurance. Remittanbesvever, have an unexpected
sign, and different from the one obtained in waggression. Instead of improving
labor conditions (contracts or social security ségition) like wages, those receiving
remittances are less likely to sign a contractemeive social security registration.
This requires further exploration. One possibilgythat those receiving remittances
are better able to negotiate a higher wage, whilthe other hand, are less demanding
regarding health insurance or other type of secbetause remittances are in a way a
mean of diversifying risk. In case of need, thedseg relative can provide a sort of
insurance. This could explain why employers ardinglto pay a premium to those
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receiving remittances: hiring remittance-receivimgrkers may reduce the cost of
hiring a worker by avoiding contributions to socakurity health insuranc.

After controlling for the aforementioned variablésy surprises emerge in the pattern
of industry differences. Workers in public admirasion, utilities, financial
intermediation, and other manufacturing are makelyi to sign a contract and to
register for social security health insurance. Whtihe differences across most
industries are stable, the apparel industry effelsésge over time. While there was a
positive impact on the probability of signing a trast and registering to social
security in 2000, the sign of the marginal effatisrete change) turns negative in
2005 for signing a contract and negative for 200#4 docial security registration,
coinciding with the expiration of the Multifiber Agement, and suggests another way
in which this structural change in the internatioapparel market may be having a
negative impact on Salvadoran working conditions.

Probit Model for Working Environment

Table 3.13 presents the marginal effect of belogngm a particular industry in the
probability of working in an environment with sonté these negative features;
marginal effects were calculated after controllfiog age, education, and a female
dummy. The omitted sector was the apparel industrythat coefficients in other
industries represent the difference with this sett@he outcomes are similar to the
uncontrolled differences. For instance, in the aplpaector, the problems that are
mentioned more often than in other industries aogsyn environment, use of
dangerous machine, bad illumination and “otheriikirly, the marginal effects
results show that working in the apparel sectomwre likely to report a noisy
environment than is fifteen other sectors, it isrenbkely to report working with
dangerous machines than in fourteen sectors, itngse likely to report bad
illumination than in 10 other sectors, and it isrenbkely to report “other” problems
than in 14 other sectors.

When comparing to other sectors in manufacturiegdifferences in marginal effects
depend on the specific sector. For instance, food heverages and other
manufacturing are more likely to report a dusty ambggy environment and gases in
the workplace than in apparel. In apparel concabwit noise and “other problems”
are more frequent than in food, beverages and atheufacturing industries. In some
sectors, working conditions seems to fare worse thaapparel. Positive marginal
effects appear in eight sectors for dusty condstiseven sectors for working with
chemicals, six sectors for working with gases, &gl sectors for working with
heavy load.

These results suggest that working in manufactugegerally comes with several
unpleasant characteristics relative to non-manufay employment. These

8 We thank Amy Damon for pointing out that there may bersdany effects on workers by changing
the insurance pool if there are systematic differences betwerkers that stay in and leave.

19 Note that the decision of which industry to exclude is amyitrahe reported results (in terms of the
coefficients) are basically transitive. That isgniflustry A has better conditions than the omitted
industry, and industry B has worse conditions, then we caclede that industry A has better
conditions than industry B. The formal tests of statistsignificance of differences across industries
are more straightforward when one omits the industry efést.
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differences may exist in every country due to thieirisic nature of manufacturing
relative to other activities because manufacturimmgkers tend to work in factories.
Among manufacturing industries, however, appared baly two dimensions that
suggest that conditions are worse (noise and "9thdihus, the claim that conditions
are particularly bad in apparel would depend on weght given to these two
dimensions (which could be subjective).

3.4 Inter industry wage differentials

One measure of working conditions is the differebhetveen the wage one earns in
one’s industry of employment and the wage one wealth if employed in another
sector. This difference is known as a wage diffead These differentials are not
usually explained by differences in demographicratigristics, such as gender, age,
and education, and seem to represent a benefibthevs who can get jobs in high
wage industries. Since globalization in ElI Salwatlas been concentrated in the
apparel sector, it is important to first comparegesin that sector with other sectors
within El Salvador. The household surveys desdribbove contain information
about monthly income from different sources. Thalgsis focuses on wage income,
which is reported as monthly wage from remuneratatployment. Dividing the
monthly wage by the number of hours that individualorked during the month
generates wage per hour. The dependent variablk inghe subsequent analysis is
the natural log of the hourly wage, which is cusaoynin labor market analysis
because the natural log of wages is approximatignally distributed.

Normally, studies of wage differentials limit thansple to workers in the private
sector (non-military and non-government), workeitsovare not self-employed, and
workers who work a certain number of hours (forragke, full-time workers). In this

study, however, all sectors are included because avee interested the most
comprehensive comparison. The minimum age indhepte is 9 years.

The first column of Table 3.14 presents the perdadifierence from the overall
average that workers earn in each industry in 2@@6r controlling for demographic
characteristics and key variables for labor margatticipation:° This percent
difference (the log difference) is known as the vaifferential (or wage premium)
earned in each industry. The top of Table 14 aostthe wage differentials earned
for different demographic characteristics. Femdimsexample, in 2000 earned about
9.9% less than other workers when controlling feeter, age, education, urban area,
regional dummies, and whether the individual lives a household receiving
remittances. Older and more educated workers l@gher wages, as do those living
in urban areas. Is noteworthy that those receivamgittances have a slightly higher
wage, indicating they have higher reservation wages

As in other countries, industry-specific wage diéfatials are statistically and
economically significant. Even after controllingrfall demographic variables
working in the public sector gives a wage diffef@nof 60.4% in 2000. In food
agriculture workers earn 27.7% less than averaggewd&Vorkers in the wood
manufacturing industries earn below-average wa@é€s8%, while those in the food
manufacturing industries (with beverages and tobaearn above-average wages

29 As described in the Technical Appendix to this volumegcaleulate the appropriate standard errors
for the differences from the mean, following Haisken-deNed Schmidt (1997).
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(9.4%). Workers in utilities, construction, and dirce, however, earn well above-
average wages, 48.3%, 14.9%, and 31.7%. Thesersemte all considered non-
tradable sectors. Utilities and finance have sigaift important FDI shares.

Interestingly, workers in apparel earned about %0rore than the average wage in
2000. Average wages, therefore, are low becateseltigher mostly young women;
however, young women, with similar characteristar® likely to earn more than the
average in the apparel sector, depending on the afizhe wage premium. This
premium is not large relative to other estimatdtedéntials. In particular, workers in
public administration and social services earn juwem of 15.6% and 22%
respectively. In fact, of all the positive wagemiums, only the food and beverage
industry and other agriculture and husbandry asturig have a smaller premium.

The second and third columns in Table 3.14 pretbentesults for 2004 and 2005. In
agricultural food sector we observe that the negativage differential falls

considerably compared to 2000. The main reasothferis the large drop in coffee
prices during the period 1997-2001, the main agitical export crop in El Salvador.
Although 2004 and 2005 were recovery years forcagitire, the wage differential is
still negative.

Before 2005 the Multifiber Agreement was activeydidng countries in Central
America that had preferential access to the U.Sketdhrough the Caribbean Basin
Initiative. On January 1, 2005 the MFA expired.c®irthis was known by 2004, many
firms in the sector began to migrate to countriéth \@ comparative advantage after
the elimination of quotas in the sector (mainly thoféisian Countries and China). In
Table 3.14 we observe how the wage differentialafmparel declined in those years,
as well as employment industry shares (Table 3rprestingly, the rising wage
premium coincides with a falling female share adtemployment in apparel.

Correlations between working conditions and |l WDs

One possibility is that positive wage differentiaféset poor working conditions.

This hypothesis, known @a®@mpensating differentigléas been often tested using risk
as a measure of non-wage working conditions. I8dtVador, two possible measures
of non-wage working conditions that relate to @k having a contract (which
reduces employment risk) and social security. ddreelation between the propensity
of these two benefits across industries and theewl#terentials reveals whether or
not the wage differentials are compensating for ponditions.

The correlation between IIWDs in 2005 in Table 3atdl the 2005 percent with
contract in Table 3.10 is 0.37. The correlatiotwieen 1IWDs in 2005 in Table 3.14
and the 2005 percent with social security is t&80l® is 0.43. Both of these
correlations are positive: industries with positivage differentials tend to have
higher non-wage working conditions (at least thihse are not associated with
intrinsic industrial activity). These correlatiosgggest that the wage differentials in
El Salvador are not consistent with the compengatifierential hypothesis (although
the positive differentials could be compensatingofiher aspects of working
conditions).

Therelationship between FDI and | lWDs
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Ideally one would have sufficient data to regreseririndustry wage differentials on a
full set of variables that characterize globaliaati A full set of these variables is not
available for El Salvador. In this section we prgssome evidence about the link
between globalization (FDI) and the 1IWDs.

The available FDI data are sorted into differeduistries than the estimated IIWD
results. These two data sets can be comparectlagsdying the industries in Table
3.14 into the following 10 industries: agricultufishing, mining, apparel, non-
apparel manufacturing, utilities, constructiongsakervices, and financial.
Estimating inter-industry wage differentials,, for these ten industries for each year
from 1997 to 2005 (inclusive) creates a datas&tmindustries and seven years of
data that can be matched with the FDI data fromeTalb. These data represent FDI
stocks, rather than flows. Differencing the FDladeaptures the effects of FDI flows.
The following regression equation allows for thesbility that FDI flows take time
(one year) to affect wages:

1) @, =a+ PBAFDL, , +Uu, .

The (random-effects) estimate f@r is 0.0005628, which is significant at the 5%

level. The standard deviation of the change in BI06.8591, which implies that a
one-standard-deviation change in FDI would leadrtancrease of the inter-industry
wage differential by 0.06.

The estimated positive link between FDI and intetdstry wage differentials is
consistent with the literature that estimates ihle between non-wage measures of
working conditions and FDI (Daude et al 2003, Mgsded Uno 2007). These and
previous studies generally find non-negative (eitexo or positive) relationships
between FDI and working conditions. None of thetselies, however, directly
analyze inter-industry wage differentials. Nevel#iss, there are several reasons to
interpret these results with caution. First, theseilts are estimated over very small
samples (only 7 time-series observations). Altioingse differentials are estimated
controlling for demographic characteristics, theynt include other macroeconomic
explanatory variables that might contribute to éhesferentials. Nevertheless, there
is no evidence that increasing HbWwerswage differentials.

4. Conclusions

Globalization in ElI Salvador is mainly charactatizby important efforts in trade

liberalization, export promotion, and an attractiegal framework for FDI. At the same
time, outward migration has been a widespread phenon in El Salvador, to the point
that remittances play an important role in macroenac conditions and in individual

decision making processes. Remittances may afédar Isupply, and, by extension,
working conditions, by increasing the reservatiage and by raising the prices of non-
tradables relative to tradeable goods.

In terms of the maquila sector, globalization eithibeveral distinct periods. During the

1990s, as liberalization progressed, the maquiisexpanded. Since 2000, the maquila
sector leveled out and in 2004 began to contrasiply due to the expectation for
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elimination of the Multifiber Agreement. This papkas shown that previous to the
expiration of the Multifiber Agreement, wage ditfetial for the apparel sector was positive
with respect to total average and maintained atipedirend, as well as the share of
employment. On the other had, starting in 2004réred changed, and employment share
decreased as well as the inter industry wage eliffedl. Although wage differentials are
still positive for the apparel sector, average wagee low given the characteristics of
workers in the sector, mainly young women. Regardither working conditions,
econometric results show that in the apparel sémtopercentage of workers with signed
contract or with registration to the social seguni¢alth care insurance was above average,
after controlling for age, education, sex, pubdictsr and remittances. This advantage has
declined somewhat as maquila exports have falldmugh it has remained positive.
These results suggest that those keeping theiirjahe sector still enjoy these advantages
as compared to working in other sectors, possityabse it is a regulated sector dominated
by large exporting firms.

Because firms in the maquila sector are large aygdqw average wages, they catch a lot
of attention in the media. They are characterizetb@weatshops’. International protests
against the sector have created monitoring effedsh as GMIES, and lobbied to
obtain more compliance and labor law enforcementhi sector. Such efforts,
however, though positive for workers in that sectoay ignore the fact that there is a
positive wage premium for working in the sector—ars with similar
characteristics earn lower wages on average inrasketors -- and that labor
conditions, in terms of social security benefitsl @ontract signing, are better than in
other sectors.

This analysis raises an interesting point that sedm be rarely mentioned.
Qualitative and quantitative analysis suggests tie¢dtive to other sectors (especially
other manufacturing sectors), export-oriented-FBdhated apparel seems to have
better conditions. As a globalized sector, it ree® much international attention.
Only about 5% of workers, however, work in appareDomestic service and
agricultural workers represent 4.3% and 16% of eypent in El Salvador, and
workers in these two sectors have far worse canditand lower wages (-52% and -
14% wage differentials below the mean, respectiuel2005) than apparel workers.
After controlling for individual and household chateristics, maids are very unlikely
to enjoy a contract of contribute to social seguiind agricultural workers are 17.4%
less likely to signed a contract and 20% less Yikkelcontribute to social security. In
El Salvador, it is almost impossible for a smaiformal firm or a family to enroll a
worker in social security. If efforts were madectmange the rules for enrollment in
social security, many workers could register fotigbsecurity benefits. Rather than
focusing efforts on 5% of workers, labor policy wobtain larger welfare gain by
addressing the problems of the 20% in worse cadti In other words, the
seemingly positive effects of globalization do seem to be reaching workers who
are less exposed to international markets.

Regarding the impact of remittances in labor maikeEl Salvador, a model of sample
selection suggests that remittances have a negaipget on labor market participation,
and that those that decide to work as wage labar legher wages, suggesting that
remittances have a positive impact on reservatages. However, when we tested for the
impact of remittances on other working conditiangh as signing a contract or registering
to social security, we found receiving remittaneasiiced the likelihood of receiving these
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benefits. A plausible explanation for this, frome tperspectives of workers, is that
remittances are a sort of insurance, and diveatidic of risk, therefore they are less
demanding on signing a contract or registeringotias security. From the perspective of
employers, they compensate the higher wages paidrieers with remittances, with lower
benefits in terms of registration to social segurit
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El Salvador: Import Tariff Revenue/Imports of Goods
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Figurel.2

El Salvador: Exports and Imports of Goods

(US$ millions, and percentage)
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Figure 1.3 Remittances 1990-2006 (US$ millionsand % of GDP)

US$ million

El Salvador: Family Remittances
(US$ millions)

E= Remittances (US$ million) -0- % of GDP (right axis) |

3,500

3,000

2,500

g
=]
=1
o

1,500

1,000

500

El Salvador: Evolution of Real Wages in
Tradable sectors (index or real wage)

200

180

160

US$ million
5

i
]
<3

100

80

ddo o %

1991 1992 1993 1994 1995 1996 1997 1998 1999 2000 2001 2002 2003 2004 2005 2006
Source: Banco Central de Reserva.

Figure 1.4: Evolution of real wagesin tradable sector
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Figure 1.5: Evolution of real wages in non-tradable sector

El Salvador: Evolution of Real Wages in Non
Tradable sectors (index or real wage)
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Figure 3.1 El Salvador: Rate of Unemployment by Sex, 1992-2005

El Salvador: Rate of Unemployment
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Tablel1.2

Tablel.3

Foreign Direct Investment By Country of Origin
Saldos anuales y trimestrales

US$ Millions
Ene/Mzo.
PAIS 1998 1999 2000 2001 2002 2003 2004/1 2005/2  2006/2

EEUU 463.4 606.3 715.8 822.7 880.1 950.1 1015.5 876.5 878.0
Venezuela 296.9 296.9 309.5 309.5 309.5 309.5 309.5 309.5 309.5|
Francia 208.9 2129 2129 2145 214.7 214.7 5.8 5.8 5.8
Chile 91.2 91.2 91.3 91.5 915 91.7 92.2 87.7 107.4
México 80.5 66.7 66.7 69.0 727 84.7 616.3 647.8 647.8
Panama 66.0 72.6 79.6 85.6 100.7 102.3 105.1 144.5 216.7
Espafia 29.3 68.4 68.4 120.5 159.0 161.4 194.9 195.2 195.2
Bahamas 63.0 64.5 64.8 65.2 71.4 72.8 74.2 68.6 68.6
Alemania 41.9 41.9 44.0 75.7 78.7 84.8 84.9 89.4 92.1
Costa Rica 25.4 425 47.6 63.3 69.6 70.3 70.4 67.4 67.4
Singapur 321 321 32.1 321 32.1 32.2 325 36.5 373
Holanda 26.1 26.1 322 32.2 348 39.1 39.1 55.0 56.3
Perd 17.1 22.2 22.2 22.3 22.3 223 22.3 223 229
Nicaragua 15.4 17.6 20.7 25.0 329 33.2 33.2 213 213
Ecuador 21.0 21.0 9.0 9.0 9.0 9.0 9.0 9.0 9.0
Canada 14.2 17.3 17.7 44.6 45.8 46.6 56.6 130.3 153.2
Guatemala 10.7 15.2 25.5 32.0 38.7 48.2 52.1 70.4 76.2
Aruba 14.6 15.0 15.0 15.0 15.0 15.0 15.0 15.0 15.0
Corea del Sur 12.2 12.9 14.5 14.9 14.9 229 238 26.0 221
Suiza 11.7 11.7 11.7 117 11.7 117 156 16.8 16.8
Japén 11.2 11.2 11.3 14.0 14.2 14.2 14.2 14.2 14.2
Bermudas 10.6 10.6 10.6 10.6 10.6 11.2 12.4 12.3 12.3
Taiwan 3.6 5.3 27.2 40.2 421 56.9 57.5 58.6 58.6
Inglaterra 4.8 4.8 6.4 6.4 6.4 6.4 7.4 8.2 9.4
Honduras 4.7 4.7 6.5 9.3 9.3 19.4 21.0 216 21.8
Islas Britanicas 4.2 4.2 4.2 4.2 231 29.2 56.2 356.2 356.2
Italia 3.3 0.0 0.0 0.0 26.6 26.6 26.6 26.6 26.6
Israel 0.0 0.0 0.0 0.0 85 104 229 1.0 1.5
Otros 0.0 4.0 5.9 11.0 14.0 19.9 27.2 27.0 29.5

1,583.9 1,799.7 1,973.1 2,252.1 2,460.0 2,616.5 3,113.1 3,420.2 3,548.5]
Préstamos entre
empresas de inversion
extranjera n.d. n.d. n.d. n.d. 673.6 686.2 659.4 752.7 820.2
Total 1,583.9 1,799.7 1,973.1 2,252.1 3,133.6 3,275.4 3,655.5 4,172.9 4,368.7

1/ Cifras revisadas

2/ Cifras Preliminares

Fuente:Departamento de Balanza de Pagos;Banco Central de Reserva

Los datos reportados corresponden a acciones y participaciones de capital y

utilidades reinvertidas de las empresas de inversion extranjera directa, no incluyen
préstamos que las empresas de inversion extranjera adeudan a su casa matriz o filiales
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Table2.1
ILO Conventions Ratified by El Salvador

Convention Description

12 Workmen's Compensation (Agriculture) Convention, 1921

29 Forced Labour Convention, 1930

77 Medical Examination of Young Persons (Industry) Catiea, 1946
Medical Examination of Young Persons (Non-Industriat@pations)

78  Convention, 1946

81 Labour Inspection Convention, 1947

87 Freedom of Association and Protection of the Right to Organise
Convention, 1948

88 Employment Service Convention, 1948

98 Right to Organise and Collective Bargaining Convention, 1949

99 Minimum Wage Fixing Machinery (Agriculture) Convention, 195

100 Equal Remuner ation Convention, 1951

104  Abolition of Penal Sanctions (Indigenous Workers) Coneenti955

105  Abalition of Forced Labour Convention, 1957

107 Indigenous and Tribal Populations Convention, 1957

111 Discrimination (Employment and Occupation) Convention, 1958

122  Employment Policy Convention, 1964

129  Labour Inspection (Agriculture) Convention, 1969

131 Minimum Wage Fixing Convention, 1970

135  Workers' Representatives Convention, 1971

138 Minimum Age Convention, 1973

note Minimum age specified: 14 years

141 Rural Workers' Organisations Convention, 1975

142  Human Resources Development Convention, 1975
Tripartite Consultation (International Labour Standards)

144  Convention, 1976

150 Labour Administration Convention, 1978

151  Labour Relations (Public Service) Convention, 1978

155  Occupational Safety and Health Convention, 1981

note Has ratified the Protocol of 2002

Date Ratified
11.10.1955
15.06.1995
15.06.1995

15.06.1995

15.06.1995
6.09.2006

15.06.1995
6.09.2006
15.06.1995
12.10.2000
18.11.1958
18.11.1958
18.11.1958
15.06.1995
15.06.1995
15.06.1995
15.06.1995
6.09.2006
23.01.1996

15.06.1995
15.06.1995

15.06.1995

2.02.2001
6008.2
12.10.2000

12.10.2000
19.12.1986
24.04.1987

156  Workers with Family Responsibilities Convention, 1981
159  Vocational Rehabilitation and Employment (Disabled Pergoosyention, 1983
160 Labour Statistics Convention, 1985
Acceptance of all the Articles of Part Il has been spetffiersuant to Article 16, paragraph 2,
note of the Convention.
182  Worst Formsof Child Labour Convention, 1999

12.10.2000

Notes: ILO “Core” labor standards are in bold type. El Salvaus ratified all of the ILO core labor
standards. Source: ILO.
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Table3.1 Sample Characteristicsfor Employed Workers

Mean Age Female Mean Education

Year Freq. (years) Share (years)
1995 10,703 33.97 41.53% 7.20
1996 10,863 34.28 40.96% 7.36
1997 7,859 33.72 38.40% 8.08
1998 9,746 31.82 37.88% 8.21
1999 13,736 31.31 36.13% 7.90
2000 14,009 32.14 35.61% 8.18
2001 9,973 32.93 34.99% 7.76
2002 12,820 33.16 36.56% 8.10
2003 12,769 32.54 36.89% 7.53
2004 12,467 31.95 29.89% 7.98
2005 12,721 32.51 30.72% 8.25
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Table3.2 Industry Employment Shares

TOTAL
INDUSTRY 1995 2000 2003 2004 2005
Sales 22.2 26.3 27.4 29.3 29.5
Ag Food 25.0 20.8 17.4 18.4 16.1
Social Services 53 6.7 6.0 6.8 6.9
Construction 6.8 51 7.1 6.4 5.7
Food Bev 6.1 58 52 53 5.6
Mfg Other 53 5.4 4.3 51 5.0
Financial Interm. 3.8 4.1 4.7
Apparel 4.6 6.0 6.6 55 4.7
Transport 4.3 4.7 4.4 5.0 4.7
Domestic Service 4.3 4.7 4.3
Public Admin. 4.1 53 3.9 3.9 3.9
Education 3.0 3.4 3.8
Ag Other 21 0.1 1.6 0.0 3.4
Textile 21 1.0 0.7 0.5 0.5
Husb. & Fishing 1.3 0.7 15 0.7 0.5
Utilities 0.2 0.4 0.1 0.4 0.3
Wood 0.5 0.5 0.6 0.3 0.3
Mining 0.1 0.1 0.1 0.1 0.1
Others 0.1 0.0 0.0
MEN WOMEN
INDUSTRY 2000 2004 2005 2000 2004 2005
Sales 17.9 20.3 20.8 385 42.3 41.7
Ag Food 32.7 29.0 24.7 3.6 3.2 4.0
Social Services 3.6 4.4 4.4 11.1 10.3 10.5
Construction 8.5 10.6 9.5 0.2 0.5 0.2
Food Bev 4.0 35 4.1 8.4 8.1 7.8
Mfg Other 7.3 6.8 6.8 2.6 25 25
Financial Interm. 4.4 5.0 55 2.9 2.7 3.6
Apparel 2.5 2.8 2.0 11.1 9.5 8.6
Transport 7.3 7.5 7.2 0.9 1.3 11
Domestic Service 0.5 0.7 0.7 9.9 10.5 9.3
Public Admin. 6.3 4.9 4.7 3.9 24 2.7
Education 1.9 2.0 21 4.6 55 6.1
Ag Other 0.1 0.0 53 0.0 0.0 0.7
Textile 0.6 0.5 0.5 1.6 0.5 0.6
Husb. & Fishing 1.1 1.0 0.9 0.1 0.2 0.1
Utilities 0.6 0.6 0.4 0.0 0.1 0.1
Wood 0.5 0.3 0.3 0.5 0.4 0.3
Mining 0.1 0.1 0.2 0.0 0.0 0.0
Others 0.1 0.0 0.0 0.0 0.0 0.0
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Table 3.3 Industry Employment Characteristics 2003

Industry Education Female Age

Ag Food 3.37  11.42% 33.82
Ag Other 4,67 10.31% 31.09
Husb. & Fishing 454  6.58% 30.82
Textiles 8.06 28.93% 33.44
Mining 491 8.70% 30.09
Food Bev Tob 7.13 36.57% 31.68
Appare 813  70.50% 27.94
Wood 3.16 34.62% 34.23
Mfg Other 8.01 17.16% 30.73
Utilities 1156 14.81% 33.63
Construct 575 3.31% 33.50
Sales 8.13 44.23% 29.71
Transport 7.71 8.95% 32.37
FIRE 9.73 31.37% 33.86
Public Admin 10.37  25.98% 36.07
Soc Services 13.32 62.58% 36.43
Other Services 530 76.96% 33.34

Overall

7.53  36.90%

32.54
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Table 3.4: Labor Force Participation 1997-2005

WOMEN MEN
MEN WOMEN ALL NO REMI| REMITT [ NO REMI| REMITT | NO REMI| REMITT
1097 685 35.3 50.9
2000 67.7 38.7 52.2 54.6 42.9 40.9 30.84 69.73 58.73
2004 66.5 38.6 51.7 54.6 41.7 41.3 30.00 68.94 57.21
2005 67.4 39.5 52.4 55.9 41.9 42.8 30.48 70.44 57.33
Table3.5

Table3.6




Table3.7
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Table3.8

Table 4.4: Working conditions and benefits for wage

Table 3.9:

laborers in El Salvador

IWorking conditions or benefits

REMMITTANCES

FIRM SIZE

Percentage of Workers that: MALE FEMALE |NO YES MICRO SMALL MEDIUM |LARGE ALL

Signed Contract 32.1 52.5 38.3 40.6 38.7 24.4 31.6 69.4 38.7
Registered in Social Security 43.7 68.5 51.2 54.7 10.1 46.0 50.2 85.1 51.8
Received payment for end of year holliday 39.5 64.9 47.4 49.6 13.7 42.7 49.0 74.8 47.8
Received Payment for vacations 11.1 18.3 13.4 13.5 2.6 16.1 15.5 20.6 13.4
Received payment for food or refreshments 8.4 14.7 10.6 9.7 17.0 8.0 7.2 6.5 10.4
Received payment for uniform 8.8 11.2 9.4 10.5 0.9 6.0 9.4 17.2 9.6
Received payment for bonus or commissions| 5.7 10.3 6.6 10.0 1.4 7.1 5.9 11.7 7.2
Received payment for extra hours 3.3 6.2 4.2 4.5 0.5 1.7 4.2 7.8 4.3
Received payment for transportation 1.8 1.6 1.7 2.1 0.5 2.3 14 2.6 1.8
Received payment for housing 1.3 0.5 1.1 0.7 14 1.2 1.0 0.7 1.0
Received payments in kind 0.9 0.7 0.9 0.8 0.6 0.7 1.4 1.0 0.9
Received payment for private health insuranc| 0.0 0.1 0.0 0.1 0.0 0.0 0.3 0.1 0.0
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Table 3.10: Percentage of employed with signed contract and with social
security by industry

INDUSTRY Percent with signed contract Percent with social sec urity
2000 2004 2005 2000 2004 2005

Ag Food 1.2 0.9 0.6 2.7 2.3 1.4
Ag Other 12.2 0.0 4.7 375 0.0 6.6
Husb. & Fishing 0.9 5.8 0.9 2.9 9.5 1.0
Mining 15.9 15.2 11.9 29.3 37.7 25.6
Utilities 39.8 35.0 78.7 86.6 84.2 90.4
Construction 111 8.0 10.8 26.1 18.0 19.0
Sales 8.6 7.8 9.3 18.2 19.3 18.0
Transport 14.0 13.3 17.1 28.7 29.4 30.0
Financial Interm. 374 32.2 42.7 66.3 65.4 67.8
Public Admin. 40.5 28.3 96.5 91.1 90.6 90.4
Education 42.6 28.9 84.6 83.9 85.0 87.4
Social Services 19.2 16.7 34.3 394 38.3 40.1
Domestic Service 0.0 0.0 0.0 0.0 100.0 0.0
Others 66.2 16.6 70.7 100.0

Food Bev 17.2 12.7 12.9 27.5 25.7 23.4
Mfg Other 24.3 21.5 29.6 43.7 42.6 46.4
Textile 24.7 30.9 36.4 38.9 45.9 50.7
Apparel 32.4 335 38.0 60.5 65.5 60.2
Wood 11 0.0 4.2 2.3 4.7 135
Total 14.6 12.1 20.2 29.0 29.7 29.3
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Table 3.11: Percentage of workersthat declared special physical conditionsin

thework place by industry

Temperat Undergro Poor _|Chemical | Heavy

Industry Dusty pmoggy |[Gases Noisy ure Machine und Heights light S Loads Other

Ag Food 719 12.9 2.0 8.0 39.7 39.3 22 2.2 7.1 11.7 24.7 16
Ag Other 52.0 14.6 3.9 19.2 35.5 36.9 0.8 0.6 7.4 7.6 22.6 1.8
Husb. & Fishing 6.2 53 2.0 9.0 41.2 33.2 0.0 0.8 7.1 0.0 17.8 4.2
Mining 60.0 29.6 8.9 20.3 234 41.3 2.0 0.0 6.1 19.7 32.4 0.0
Utilities 34.5 24.1 1.1 26.1 224 154 3.0 11.0 9.1 10.3 8.7 1.8
Construction 736 19.4 7.5 29.0 30.2 39.7 6.1 136 8.8 8.5 39.5 17
Sales 324 27.7 15.5 27.2 18.1 15.8 0.3 0.9 8.7 6.0 15.6 0.9
Transport 51.2 46.8 19.9 317 21.6 13.5 0.9 1.8 9.3 2.8 17.8 1.0
Financial Interm. 231 14.3 5.1 13.8 10.8 21.2 0.3 1.7 9.0 3.0 33 1.3
Public Admin. 29.7 19.4 11.1 20.3 16.5 21.9 0.7 1.4 7.0 5.4 4.9 21
Education 274 8.3 3.4 30.3 11.9 2.8 0.2 0.7 8.2 1.1 0.4 11
Social Services 20.3 12.0 6.0 17.4 13.7 11.6 0.4 0.3 8.9 9.3 3.8 0.6
Food Bev 333 35.2 14.4 30.0 30.3 20.5 0.4 19 10.0 5.2 20.9 0.2
Mfg Other 43.8 27.2 15.4 42.8 325 40.6 1.0 1.4 10.7 18.7 20.0 0.4
Textile 25.9 5.8 2.8 35.9 15.6 28.6 0.0 15 10.4 9.4 14.3 15.8
Apparel 28.3 141 49 44.9 25.5 31.9 0.6 0.7 13.8 4.3 8.0 16.5
Wood 45.7 10.2 0.0 39.8 32.7 65.8 0.0 4.0 0.0 9.5 14.9 0.0
Total 41.3 20.9 9.4 25.4 23.3 24.3 1.2 2.4 8.9 7.2 15.6 2.3
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Table 3.12: Probit Modelsfor Signed Contract for employed workers (marginal
effects)
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Table 3.13: Probit Models of workersthat declared special physical conditionsin
thework place by industry after controlling for individual characteristics
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Table 3.14: Inter Industry Wage Differential in 2000, 2004 and 2005
With Demographic Char acteristics

Notes. Wage differentials represent the percent (log) differenceach sector from the overall mean
wage.
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