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Abstract - Minimum wage plays a noteworthy role in the living standard of the workers of RMG sector as well as the 
potential growth rate of a developing nation like Bangladesh. By concerning the issues this paper attempt to find out the 
significant determinants of the wage of RMG sector and represent the difference between actual minimum wage and 
expected minimum wage. For this purpose, we have used 100 sample data collected through in-depth interview. By using 
OLS method, this paper finds the expected minimum wage is not far different from the actual minimum wage. From the 
findings, this paper also recommended adjusting the incremental bonus with the ongoing inflation rate. 
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I. INTRODUCTION 
 
RMG sector contributes a lion share in the export 
earnings of Bangladesh. In prospection of job 
creation and income generation, this sector acts as the 
pioneer. Therefore it is high time to pay concentration 
to this sector. But unfortunately, the living standard 
of the RMG workers is not up to the mark. To 
accelerate the national economy as well as the living 
standard of RMG workers, National Wage Board of 
Bangladesh convened a seven-grade wage structure 
contains five categories of workers and fixed a 
minimum wage at BDT  5300 with BDT 3000 as 
basic pay under grade-7 in 2013. The wage board also 
proposed a 5% annual increase in basic pay. In this 
regard, our paper tried to examine whether this 
minimum wage coincides with the expected wage to 
maintain a decent living standard.  To do so, the 
present study has undertaken some objectives: (i) 
examine the range of difference between the 
minimum current wage and minimum expected wage. 
(ii) Examine the various determinants of worker 
minimum and expected wage. The study conducted 
on Chittagong city corporation area (non EPZ area). 
Therefore, there is further scope to examine whether 
this announced minimum wage is sufficient for the 
RMG workers of other district or not. The 
organization of this paper started with an introduction 
then section two review some literature of previous 
research, section three present the overview of RMG 
sector of Bangladesh, section four states the global 
and national definition of the minimum wage, section 
five we include the data methodology, section six   
shows the estimated result and interpretation and 
section seven conclude the paper with some 
recommendation.   
 
II. LITERATURE REVIEW 
 
Tamada (2011) explains Japan's minimum wage 
system and empirically examines the determinants of 
the minimum wage increase and the actual increase in 

regional minimum wage. His analysis indicated that 
the actual minimum wage increases are set to close to 
the guideline increases and actual minimum wage 
increase is not affected by the rates of increase in the 
average cost of living and unionization rate. Noman 
(2013) compares minimum wage in Garments sectors 
in different countries and find that the minimum wage 
($43 or TK.3000/month) sets for the Garments 
workers in Bangladesh is remained the lowest paid in 
the world and suggests that an entry-level Garments 
worker should get at least TK.5547.5 per month to 
maintain a sustainable life standard. He shows that 
the portion of labor cost is too small in the context of 
massive investment in the Garments industry thus 
increasing wage rate would not affect the production 
cost and profitability too much.  
Moazzem, Raz, Miller, Schlangen, and Van Der 
Sluijis (2013) try to estimate minimum living wage 
for the readymade garments worker in Bangladesh 
(2013). They have found that the workers of RMG 
sector in Bangladesh are the lowest paid among the 
significant competing countries in Asia. Their study 
has been carried out in three stages based on national 
statistical data, data from workers focus group, model 
diet and nutrition issues and have recommended a 
minimum wage for grade 7 workers be set at least TK 
8200. Ahmed and Nathan (2014) have tried to make 
a comment on national minimum wage for 
Bangladesh's workers. They suggest that National 
Wage Broad should consider the following issues to 
set up minimum wage nationally: (a) social needs; (b) 
ability to pay; and (c) macroeconomic issues. Also 
recommend that the minimum amount of wage 
should set in a way that reduces risks, fulfils needs 
and realizes rights of the workers. They also 
emphasize the role of the trade union to introduce 
national minimum wage.  Bhuiyan (2013) have tried 
to find out the present Status of Garment workers in 
Bangladesh. The study based mainly on the economic 
and social status of 100 garments workers from 
Rampura and Badda areas of Dhaka City. It was 
found that the socio-economic condition of the 
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Garments workers is not in a high stage. He found 
that all most all of the workers are outsiders. Lastly 
recommended to ensure garments workers wage in 
regular basis on right time, also suggested to stop 
physical torture and maximize recreational 
facilities. Blais, Cousineau, and McRoberts (1989) 
attempt to determine the minimum wage rate in 
Canada over the period 1975-1982. They specified an 
econometric model using pooled annual time series 
and cross-sectional data and find that the minimum 
wage tends to be lower when and where there are 
more women and young people in the labor force and 
small business play a more significant role in the 
economy. Akter and Karl (2016)try to identify wage 
adjustment progress in RMG sector after a 
declaration of the minimum wage by the government 
on December 2013 based in 83 factories in Dhaka 
district. Their observation found that by the new 
wage rate, the salary of the grade-3 workers has been 
adjusted smoothly and rapidly than the workers of the 
other grade. The report also recommended that the 
workers will need to undergo skills development 
training to increase their productivity.  
 
III. AN OVERVIEW OF RMG INDUSTRY IN 
BANGLADESH 
 
Bangladesh has a glorious history of its cloth sector. 
The history and popularity of the fabulous clothes of 
this country are older than the age of her nation. Due 
to quality, colour and contexture Bangladeshi clothes 
were able to draw the attention of the British ruler 
and even the Mughal emperor. Later, the scenario 
was changed. Industrial revolution took place in 
Britain. Cotton textiles were the key industry early in 
the Industrial Revolution. In that time the British 
Rulers did not appreciate the Bangladeshi clothes 
industry as it was the real competitor of them and 
they had decided to destroy it, and they were 
succeeded. Even, the domestic market was also 
reluctant to the British clothes due to its availability 
and cheap rate. 1950 was the beginning of RMG in 
the Western world. To control the level of imported 
RMG products from developing countries into 
developed countries, the Multi-Fibre Agreement 
(MFA) was made in 1974. The MFA agreement 
imposed an export rate 6 percent increase every year 
from a developing country to a developed country. 
Then large-scale production of RMG is relatively a 
new phenomenon in Bangladesh.  
However, a few years after the emergence of 
Bangladesh as an independent country, the radical 
change came to our garment sector. At last, in the 
early 1980s, Bangladesh started receiving investment 
in the RMG sector, and the journey begins to 
continue. The important emergence history of 
Bangladesh RMG sector can be shown in the 
following flowchart:   

 
Source: Compiled by the databases of the Export 
Promotion Bureau, Bangladesh, BGMEA and several 
newspapers.  
The readymade garments industry acts as the 
backbone of our economy and as a catalyst for the 
development of our country. The following table 
shows the difference between West and East Pakistan 
regarding number of textile mills between 1947 and 
1971.Then, in the 1980s, there were only 50 factories 
employing only a few thousand people. Currently, 
there are 4490 manufacturing units. From the 
beginning the number of factories is growing day-by-
day except the Fiscal year 2012-2013 (shown below) 
as President Barack Obama has suspended long-time 
US preferential trade benefits, or GSP status, for 
Bangladesh in a mostly symbolic response to 
dangerous conditions in the garment industry that 
have cost more than 1,200 lives in the past year. 
Losing the GSP facility will cost Bangladesh millions 
of dollars in taxes. 

 
Source: BKMEA 
In addition to its economics contribution, the 
expansion of the RMG industry has caused noticeable 
social changes by bringing more than 4 million 
people into labor forces, and about 80% of them are 
women. In fact, the garment sector is the most 
extensive employer of women in Bangladesh. The 
women got a chance to change their fate by working 
in the garment factories which helped boom the 
sector. Moreover, the rapid growth of RMG sector 
creates some female entrepreneurs and "Baishakhi 
Garment" (1977) is one of the oldest export-oriented 
garment industries established by the woman 
entrepreneur. The overall scenario of employment in 
RMG sector is shown in the following diagram:  
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Source: BKMEA 
The Bangladesh RMG industry, with its woven and 
knit sub-components, is a predominantly export-
oriented sector, this sector Accounts for 78% of 
country's export earnings. It has a Contribution of 
more than 10% to GDP. The cumulative foreign 
currency earnings by the sector, since 1978, when 
first export was registered, is estimated at 70.56 
billion US dollars. Bangladesh's RMG export earning 
stood at 24491.88 million dollars in FY2013-14. In 
2014 this sector contributed 81.13% of the total 
Bangladesh export.In FY2013-14 the local value 
addition by the RMG sector is 24583.96 million US 
dollars.  

 
                    Source: Self-compiled with the help of 
Export Promotion Bureau's data  
But the ongoing blockade and shutdowns (January-
april, 2015) are crippling the economy, with the 
garment sector seemingly set to receive the hardest 

blow.That's bad news. Lately, international rating 
agency Fitch Ratings warned that renewed political 
tension and violence might affect foreign investors' 
confidence in Bangladesh, slowing economic growth 
in the long run.  
 
IV. DEFINITION OF MINIMUM WAGE 
 
Since we want to detect the wage determinants for the 
RMG workers then at first we try to define the 
minimum wage globally and nationally.  The 
International Labor Organization's (ILO) Minimum 
Wage Fixing Convention, 1970 (No.131), provides 
the following elements which are to be taken into 
account in determining the level of the minimum 
wage:  

a) The  needs of workers and their families, 
taking into account the general level of 
wages in the country, cost of living, social 
security benefits, and relative living 
standards of other social groups;  

b) Economic factors, including the 
requirements of economic development, 
level of productivity, and desirability of 
attaining and maintaining a high level of 
employment. 

The ILO Convention concerning Minimum Wage 
Fixing, with Special Reference to Developing 
Countries, 1970 (N0. 135) prescribes that minimum 
wage should constitute one element in a policy 
designed to overcome poverty and to ensure the 
satisfaction of the needs of all workers and their 
families. Article 23 of the United Nations Universal 
Declaration of Human Rights (1948) states: 
"Everyone who works has the right to just and 
favourable remuneration ensuring for himself and his 
family an existence worthy of human dignity" 
(Anker, 2011). 
Some developing countries such as India, Brazil, 
Mexico and Namibia have legally established the 
definition of the minimum wage (Table 1). 

Table 1: Minimum Wage Concept in the Constitution of Selected Countries 
Country Mention of Minimum Wage Concept in the Constitutions 
Mexico (Constitution) "The general minimum wage must be sufficient to satisfy the 

normal necessities of a head of the family in the material, social 
and cultural order and to provide for the mandatory education of 
his children".   

India (Directed Principle No. 43 of 
State Policy in the Constitution) 

"Living wage, etc. for workers—the State shall endeavour to 
secure, by suitable legislation or economic organization or in any 
other way, to all workers….a living wage."  

Namibia (Article 95 in Principles of 
State Policy in the Constitution)  

“Ensure that workers are paid a living wage adequate for the 
maintenance of a decent standard of living and enjoyment of social 
and cultural activities”. 

Brazil (Constitution) “National minimum wage be capable of satisfying their basic 
living needs and those of their families with housing, food, 
education, health, leisure, clothing, hygiene, transportation and 
social security, with periodical adjustments to maintain its 
purchasing power”.  
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Source: Anker (2011) 
Minimum wage concept first struck into mind for the 
first time in Bangladesh through setting a minimum 
wage for garments workers of the different grade in 
1994. As a consequence was the first thought the 
Bangladesh Labor Act, 2006 came to light concerning 
established and declared a minimum wage board for 

the garment industry. The minimum wage boards 
active in 2006 with the first revision in 2010 and last 
up gradation in 2013. This paper mainly focused on 
the minimum wage determined in 2013. Following 
table shows the current wage structure of different 
grade.   

Table 2: Minimum wage structure (effective since 1st December 2013)  
Grade and Main Posts Basic House Rent (40% 

of Basic) 
Medical 
Allowance 

Net Salary 

Grade 1: Pattern Master, Chief 
Quality 

TK. 8,500 Tk.3,400 TK.250 Tk.13000 

Grade 2: Mechanic, Electrician, 
Cutting Master 

TK. 7,000 Tk.2,800 TK.250 Tk.10,900 

Grade 3: Sample Machinist, 
Senior Machine Operator 

TK. 4,077 Tk.1,630 TK.250 Tk.6,805 

Grade 4: Sewing Machine 
Operator, Quality Inspector, 
Cutter, Packer, Line Leader 

Tk. 3,800  Tk. 1,520   Tk. 250  Tk. 6,420  

Grade 5: Junior Machine 
Operator, Junior   

Tk. 3,530  Tk. 1,412   Tk. 250    Tk. 6,042 

Grade 6: Operator of General 
Sewing/Button Machine  

Tk.3,270  Tk. 1,308  Tk. 250  Tk. 5,678   

Grade 7: Assistant Sewing 
Machine Operator, Assistant 
Dry Washing Man, Line Iron 

Tk.3,000  Tk. 1,200  Tk. 250  Tk. 5,300  

Trainee    Tk. 4,100 
  Sources: ("Gazzte on Minimum Wages for RMG Sector Workers,2013," 2013) 
 
V. DATA AND MODEL 
 
This study is based on a data set collected in 2017 
(July to September)  in-depth interview through a 
questionnaire from randomly selected 100 garments 
workers who work in different garments industry in 
Chittagong city (except Export Processing Zone of 
Chittagong). 
From analyzing this data set, we came to know that 
almost all of the respondents are not satisfied with 
their current wage. So for our data set we have tried 
to make two regression models to identify the 
determinants of respondents’ current existing wage 
and expected wage which is necessary for a decent 
living.  
The regression models are 
Current Wage= f (house rent, food cost, non food 
cost, age, experience, gender, grade of the laborer)  
Expected Wage=    f (house rent, food cost, non food 
cost, age, experience, gender, grade of the laborer)  
We can write those functions by the following 
algebraic forms: 
log current wage= β0 + β1 log house rent + β2 log 
food cost + β3 log non food cost + β4 ( age × 
experience) + β5 female + β6 grade-1 + β7 grade-2 + 
β8 grade-3 + β9 grade-4 + β10 grade-5 + β11 grade-6 
 log expected wage= α0 + α1 log house rent + α2 log 
food cost + α3 log non food cost + α4 ( age × 

experience) + α5 female + α6 grade-1 + α7 grade-2 + 
α8 grade-3 + α9 grade-4 + α10 grade-5 + α11 grade-6 
Here all β and α denote the coefficients of respective 
variables. In algebraically wage and cost variables are 
expressed logarithmically only for easily interpret the 
co-efficient. Age and experiences included as an 
interacted variable, because age and experiences are 
related and their combined effect is significant for 
these model rather than the separate effect.    
 
VI. ESTIMATED RESULT AND 
INTERPRETATION  
 
Ordinary Least Square (OLS) method of regression is 
used to find the regresses of the models. Both models 
are correctly specified and are not affected by 
heteroskedasticity.    
 R- squared value for the model of current wage is 
0.8981 and adjusted R- squared is 0.8853, for the 
model of expected wage these values are 0.7005 and 
0.6631 respectively. Thus we conclude that for first 
regression model 89.81% of the variation of current 
wage is explained by the explanatory variables and 
for the second model 70.05% variation of expected 
wage is explained by its explanatory variable. For 
cross-section data these high values of r-squares 
indicate the co linearity among the explanatory 
variables. Imperfect collinearity is not a problem of 
concern as the estimators still retain the 
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characteristics of best, linear and unbiased 
estimator(Gujarati, 2009).   
In Table 3 we find that the coefficient of house rent is 
not statistically different from zero for the first model 
but highly significant for the second model. This 
should be possible because respondents have to spend 

a large amount of their wage for house rent and that's 
why they expect better wage from the current one. On 
average current wage increased by 0.0025% and 
expected wage increased by 0.1025% for 1% increase 
in house rent. 

 Table 3: Determinants of current wage and expected wage. 
Independent variable Dependent variable 

Log current 
wage of 
respondent 
worker  

Log expected wage of respondent 
worker  

Co efficient values 
 

R-squared value 0.8981 0.7004 
Adjusted R-squared value 0.8853 0.6631 

 
Constant 7.6503*** 

(28.946) 
7.0112*** 
(13.385) 

Log house rent of the respondent’s 0.0025 
(0.147) 

0.1025*** 
(2.971) 

Log monthly food expenditure  0.0755*** 
(2.816) 

0.1237** 
(2.328) 

Log monthly non-food expenditure (medical 
expenditure, transport and communication 
expenditure, loan repayment etc.) 

0.0369 
(1.522) 

0.0305 
(0.634) 

Respondent’s age × work experience 0.0014*** 
(8.116) 

0.000973*** 
(2.951) 

Male respondents consider as reference 
category 

REF 

Female respondents 0.0459** 
(2.034) 

-0.0367 
(-0.819) 

Grade-7 laborer consider as reference category REF 
Grade-1  0.6766*** 

(10.448) 
0.5613*** 
(4.274) 

 Grade-2 0.5748*** 
(17.427) 

0.5502*** 
(8.416) 

Grade-3  0.3088*** 
(9.670) 

0.3014*** 
(4.761) 

Grade-4  0.2645*** 
(9.487) 

0.1259** 
(2.278) 

Grade-5  0.1871*** 
(6.804) 

0.1458*** 
(2.676) 

Grade-6  0.1579*** 
(5.670) 

0.1090* 
(1.975) 

Notes: 1. ***, **, * indicate the significance at 1%, 5% and 10% level respectively. 2. Numbers in parenthesis 
are t-statistics.   
Food expenditure is highly significant at 1% level for 
current wage and significant at 5% level for the 
expected wage. This is very much relevant according 
to lower income group expenditure pattern of 
Bangladeshi people.  For 1% increase in food 
expenditure caused a 0.0755% increase of current 
wage and 0.1237% increase of expected wage.  
 
Non-food expenditure is not a significant variable for 
both models. In most cases non-food expenditure like 
medical costs, transportation costs depend on the 
situation and vary from man to man. Interacted 

variable age × experience is highly significant for 
both models. For a worker aged 25 years, we estimate 
that an additional year of experience leads to an 
increase in current wage of approximately 3.5% and 
expected wage of approximately 2.43%, whereas for 
a worker aged 20 years, the approximate increase in 
current wage and expected wage from an extra year 
of experience is 2.8% and 1.9% respectively. We 
consider the explanatory variables gender and 
working grade of the worker as dummy variable. 
Where male workers and grade -7 workers include as 
reference group. It is found from the model, the 
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coefficient of female respondents is significant for the 
current wage, but it is not significantly different from 
zero for the expected wage model. The attention-
grabbing thing is that the coefficient value for the 
first model is 0.0459 which reflect that the current 
wage of the female worker is 4.5% higher than the 
male worker which is not so common in general wage 
structure in our country. But in case of expected wage 
model, female respondents expect 3.67% lower wage 
than the male respondents. Almost all grade variables 
are highly significant for both models. In first model 
current wage of the grade-1 worker is 67.66% higher 
than the grade- 7 workers and grade-2, grade-3, 
grade-4, grade-5, grade-6 workers have 57.48%, 
30.88%, 26.45%, 18.71%, 15.79% more current wage 
than the grade-7 workers respectively. Same pattern 
we also see for the second model where grade-1, 
grade-2, grade-3, grade-4, grade-5, grade-6 workers 
expect 56.13%, 55.02%, 30.14%, 12.59%, 14.58%, 
10.90% higher wage respectively than the reference 
category of those who have worked in grade-7 level. 
We see the different grades current wage deviation is 
higher than the expected wage.           
 
CONCLUDING REMARKS  
 
This paper has attempted to find out the factors which 
are playing the vital role to determine the expected 
wage and workers actual wage in the RMG sector in 
Bangladesh. From our overall findings, we see that 
the house rent, food cost, non-food cost, age, 
experience and workers grade level determine the 
wage level. It also found that they are not very far 
from the realty because the variables which determine 
the actual wage those are also important to determine 
their expected wage. So it is not so the terrible task 
for the garments industry to adjust the current 
minimum wages as the worker's expectations. In 
January 2018 Bangladesh government has formed a 
new wage board to formulate a new wage structure 
for apparel workers. According to our findings here, 
we add some recommendation to this purpose:   

 In a developing country like Bangladesh in 
determining minimum wage food cost get the 
highest concern but non-food cost are equally 
important as food cost.  

 Yearly incremental policy can be adapted to 
match the inflation rate of the country.  

 Every year land-lord increase the house rent at 
galloping rate that’s why house rent percentage 
can be adjusted for each year. 

 A survey can be conducted to match the 
worker's expectation.  

 Grade variation among the workers can be 
more rational.   
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